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Executive summary
This report is an analysis of the financial and strategic recovery opportunities of General Electronics for the five years (2020 to 2024). The financial health analysis reveals that there is a marked decline in profitability, and operating and net losses are expected in 2023 and 2024. There is a weak liquidity since the current assets have decreased more rapidly than the current liabilities leaving decreased working capital room. The efficiency ratios indicate that there is an expansion of its receivable days and a lengthy cash conversion cycle, which is an indicator of cash flow tensions. There is an increase in gearing as equity was eroded because of accumulated losses and negative interest coverage. The Altman Z-Score fell into the grey range, which suggests that it has a high risk of financial distress.
Working capital analysis indicates that a reduction in cash cycle should be done by tightening the credit control, making specific inventory cuts and extending the payable terms and conditions. Some of the strategic restructuring alternatives that have been evaluated are the sale of assets, debt financing, injection of equity and possible merger of the firm to recover its solvency and flexibility in operation. Capital budgeting analysis compared three investment projects under a £60m constraint using Payback, ARR, NPV, PI and IRR. Project C generated the highest value-generation profile, and Projects A and B had a marginal or negative returns.
The report concludes that liquidity reinforcement, restructuring and disciplined capital allocation which is cantered on Project C is paramount to turning around the waning financial condition of the company and returning the shareholders’ value.
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[bookmark: _Toc217247561]1.1 Background of General Electronics
General Electronics is a multinational electronics company that is diversified and deals with consumer appliances, industrial systems and digital technologies. In recent years, the company has been characterized by the decline of financial performance, which is characterized by the decline in revenues, compression of margins and rising leverage. The loss of the operations reported during the latest periods can be interpreted as structural challenges in the business model and working capital operations (General Electric Company, 2025). These changes have brought concerns to the stakeholders on the liquidity resilience, solvency risk and the ability to create future values.
[bookmark: _Toc217247562][bookmark: _GoBack]1.2 Purpose of the report
This report analyses the financial situation of the company, examines the causes of poor performance and evaluates possible recovery measures. It offers a full health check of the financial health of the company including ratio analysis, trend interpretation and failure prediction measures. It follows up with working capital management and cash-cycle efficiency, followed by provision of restructuring options to protect solvency, and enhance operational flexibility. Lastly, the report evaluates investment projects subject to capital rationing to establish a value-increasing opportunity that fits in the financial limits of the company.
[bookmark: _Toc217247563]1.3 Source of data and analysis mode.
The analysis is based on financial statement information that was taken out of the annual financial statements that are attached in the year 2020-2024. The tools of analysis are profitability, liquidity, efficiency, gearing, investment and cash-flow ratios, Altman Z-Score calculation, working capital and cash conversion ratios, and discounted capital budget tools (GE Vernova, 2024; General Electric Company, 2020-2023). The method involves the use of both quantitative ratio calculations and qualitative interpretation to determine financial resilience and make evidence-based recommendations.
[bookmark: _Toc217247564]2. Financial Health Check
[bookmark: _Toc217247565]2.1 Financial statement overview 
General Electronics has shifted its small profitability into recurrent and severe losses in a span of five years 20202024. Revenue declined from about £615bn in 2020 to £395bn in 2024, with the sharpest fall between 2022 and 2023, while cost of sales fell more slowly, compressing margins and leading to operating losses in 2023 and 2024. Net income deteriorated from £38.6bn profit in 2020 to losses of £98.2bn and £24.0bn in 2023 and 2024 respectively (GE Vernova, 2024; General Electric Company, 2020-2023). 
The balance sheet shows total assets shrinking from approximately £510bn to £323bn as property, plant and equipment and inventories are run down, and shareholders’ equity falling from £313bn to £153bn because of accumulated losses. Simultaneously, total liabilities have been relatively flat, which has led to an increase in gearing (GE Vernova, 2024; General Electric Company, 2020-2023). 
The statement of cash flows shows a positive, but substantially lower operating cash flow than it was in previous years and the fact that there are large variances in financing cash flows indicates that the company has been heavily dependent on short-term credit lines and buy back of shares over the years. In general, the company stands at a dilapidated yet cash-generating position (Maher, 2022).  
[bookmark: _Toc217247566]2.2 Ratio analysis 
[bookmark: _Toc217247567]2.2.1 Profitability ratios
Table 1: Profitability ratios 2020–2024
	Ratio
	2020
	2021
	2022
	2023
	2024

	Gross profit margin (%)
	176,256 / 614,680 = 28.7%
	173,016 / 601,602 = 28.8%
	152,292 / 542,751 = 28.1%
	97,560 / 420,457 = 23.2%
	113,994 / 394,879 = 28.9%

	Operating profit margin (%)
	37,267 / 614,680 = 6.1%
	23,253 / 601,602 = 3.9%
	14,548 / 542,751 = 2.7%
	-85,301 / 420,457 = -20.3%
	-15,297 / 394,879 = -3.9%

	Net profit margin (%)
	38,572 / 614,680 = 6.3%
	5,301 / 601,602 = 0.9%
	407 / 542,751 = 0.1%
	-98,238 / 420,457 = -23.4%
	-24,029 / 394,879 = -6.1%

	Return on assets (%)
	38,572 / 510,290 = 7.6%
	5,301 / 510,348 = 1.0%
	407 / 504,163 = 0.1%
	-98,238 / 355,872 = -27.6%
	-24,029 / 323,354 = -7.4%

	Return on equity (%)
	38,572 / 313,301 = 12.3%
	5,301 / 275,949 = 1.9%
	407 / 268,406 = 0.2%
	-98,238 / 178,920 = -54.9%
	-24,029 / 153,105 = -15.7%


Source: (GE Vernova, 2024; General Electric Company, 2020-2023)
The gross margins remained constant at approximately 28-29 percent during the period between 2020 and 2022, which means that the core product cost structure was initially under control. This severe decline to 23.2 percent in 2023 is associated with the collapse in revenue and is likely to be discounting or unfavourable product mix or input cost pressure unable to be reflected to the customer (GE Vernova, 2024). The regaining of the gross margin in 2024 even with weak sales still suggests that there is success in cost of sales management or portfolio rationalisation but this has not gone to the profitability at operating level.
The operating margins demonstrate the slow erosion of the margins between 6.1 percent in 2020 and 2.7 percent in 2022 after which it becomes sharply negative in 2023 and stays negative in 2024 (GE Vernova, 2024; General Electric Company, 2020-2023). This trend shows that operating costs were not responding swiftly to the decreasing revenue base, and that 2023 specifically reflected bulky restructuring expenses or impairment expenses in line with the high operating loss that was reported. Net margins also exhibit the same trend but are even worse, as in 2023 and 2024, the company registered a net loss of more than 23 percent and 6 percent of the sales respectively, wiping away shareholder value in the past two years (GE Vernova, 2024; General Electric Company, 2020-2023).
The deterioration in the margin is reflected in returns on assets and equity. ROA declines to a normal 7.6 percent in 2020 to insignificant figures in 2022 and becomes negative in 2023-2024. ROE falls to negative levels as high as -55 percent in 2023 as the losses come to the detriment of equity. These ratios confirm that the company is no longer in the value-creating but in the value-destroying performance and that profitability revival is the focal turnover issue (GE Vernova, 2024; General Electric Company, 2020-2023).
[bookmark: _Toc217247568]2.2.2 Liquidity ratios
Table 2: Liquidity ratios 2020–2024
	Ratio
	2020
	2021
	2022
	2023
	2024

	Current ratio (times)
	326,843 / 179,510 = 1.82
	337,146 / 216,787 = 1.56
	338,040 / 216,473 = 1.56
	258,851 / 161,148 = 1.61
	242,494 / 158,291 = 1.53

	Quick ratio (times)
	(326,843 - 120,430) / 179,510 = 1.15
	(337,146 - 134,469) / 216,787 = 0.93
	(338,040 - 140,181) / 216,473 = 0.91
	(258,851 - 88,273) / 161,148 = 1.06
	(242,494 - 79,355) / 158,291 = 1.03

	Working capital (£m)
	326,843 - 179,510 = 147,333
	337,146 - 216,787 = 120,359
	338,040 - 216,473 = 121,567
	258,851 - 161,148 = 97,703
	242,494 - 158,291 = 84,203


Source: (GE Vernova, 2024; General Electric Company, 2020-2023)
The current ratio has deteriorated over the years compared to 1.82 in 2020 with current assets being reduced at a rate higher than that of current liabilities and thus the current ratio is currently at 1.53. The quick ratios have dropped to less than one in 2021 and 2022, which means that short-term obligations momentarily surpassed liquid assets after the inventories are not considered. Despite the fact that the quick ratio has improved slightly above one since 2023, this can be explained by the fact that this improvement was partly as a result of decreased inventory and not high growth of cash or receivables. Working capital in absolute terms has contracted by roughly £63bn since 2020, signalling a tightening liquidity buffer. All these signs are pointing to the fact that the firm is not illiquid yet but it does not have much room to face additional shocks unless it starts to actively manage working capital (GE Vernova, 2024; General Electric Company, 2020-2023).
[bookmark: _Toc217247569]2.2.3 Efficiency ratios
Table 3: Efficiency ratios 2020–2024
	Ratio
	2020
	2021
	2022
	2023
	2024

	Receivable days
	129,433 / 614,680 × 365 = 76.9 days
	129,215 / 601,602 × 365 = 78.4 days
	112,346 / 542,751 × 365 = 75.6 days
	112,596 / 420,457 × 365 = 97.7 days
	114,182 / 394,879 × 365 = 105.5 days

	Inventory days
	120,430 / 438,424 × 365 = 100.3 days
	134,469 / 428,586 × 365 = 114.5 days
	140,181 / 390,459 × 365 = 131.0 days
	88,273 / 322,897 × 365 = 99.8 days
	79,355 / 280,885 × 365 = 103.1 days

	Payable days
	83,229 / 438,424 × 365 = 69.3 days
	92,707 / 428,586 × 365 = 79.0 days
	71,373 / 390,459 × 365 = 66.7 days
	57,033 / 322,897 × 365 = 64.5 days
	72,031 / 280,885 × 365 = 93.6 days

	Total asset turnover (times)
	614,680 / 510,290 = 1.20 times
	601,602 / 510,348 = 1.18 times
	542,751 / 504,163 = 1.08 times
	420,457 / 355,872 = 1.18 times
	394,879 / 323,354 = 1.22 times


Source: (GE Vernova, 2024; General Electric Company, 2020-2023)
Receivable days were mostly stable at 76-78 days until 2022 when it declined drastically to more than 100 days where it is today. This increase in collection period within a backdrop of declining sales is a pointer of relaxed credit control or greater distress in customers, which increases credit risk, and strands cash. The increase in inventory days reached the highest point in 2022, which is an indication of slow moving inventory and possibly obsolescence; the decrease in 2022 is an indicator of inventory rationalisation and the top is still high, as at 100 days. The days payable were slightly higher in 2020 to 2021, before reducing, followed by a significant reduction in 2024 as the company seems to be extending the supplier payment terms with the aim of maintaining cash (GE Vernova, 2024; General Electric Company, 2020-2023).
Total asset turnover has decreased to relatively stable rates of 1.12 times with only some slight improvement in 2024 due to the assets being written down or disposed at a higher pace than the decline of sales despite such working capital frictions. This is to say that it is not the collapse of the utilisation of assets, but any efficiency benefits is being dwarfed by the extreme compression of the margin as mentioned above (General Electric Company, 2023).
[bookmark: _Toc217247570]2.2.4 Gearing and leverage ratios
Table 4: Gearing ratios 2020–2024
	Ratio
	2020
	2021
	2022
	2023
	2024

	Debt-to-equity (times)
	196,989 / 313,301 = 0.63
	234,399 / 275,949 = 0.85
	235,757 / 268,406 = 0.88
	176,952 / 178,920 = 0.99
	170,249 / 153,105 = 1.11

	Interest coverage (times)
	37,267 / 1,422 = 26.21
	23,253 / 566 = 41.08
	14,548 / 2,200 = 6.61
	-85,301 / 4,332 = -19.69
	-15,297 / 3,361 = -4.55


Source: (GE Vernova, 2024; General Electric Company, 2020-2023)
The debt-to-equity has been steadily increasing since 0.63 to 1.11 times with the overall outcome of decreasing equity and comparatively fixed liabilities. The company has thus shifted away in the conservatively geared stance in 2020 to a more levered balance sheet, which lessens financial flexibility and exposure to breach of covenant in case losses continue (General Electric Company, 2020).
There was a very strong interest coverage prior to the crisis, which comfortably exceeded six times even in 2022 (General Electric Company, 2022). Nevertheless, the operation loss conversion in 2023 and 2024 would trigger negative coverage, which implies that the earnings before interest and tax are not enough to cover the interest payable on the operation (General Electric Company, 2023). Although lenders might consider coverage of cash flows, these poor ratios are a good warning signal: unless the firm is able to increase profitability within the next few months or restructure its debt, it will breach debt agreements and incur higher refinancing charges.
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Table 5: Investment ratios 2020–2024
	Investment Ratio
	2020
	2021
	2022
	2023
	2024

	Earnings per share (EPS £)
	38,572/13,893 = 5.46
	5,301/13,465 = -6.00
	407/12,703 = 0.97
	-98,238/12,855 = 8.44
	-24,029/12,959 = 6.15

	P/E Ratio
	53.72 ÷ 5.46 = 9.83
	58.79 ÷ -6.00 = n/a
	52.15 ÷ 0.97 = 53.73
	101.81 ÷ 8.44 = 12.06
	166.79 ÷ 6.15 = 27.13

	Dividend yield (%)
	0.32 ÷ 53.72 = 0.60%
	0.32 ÷ 58.79 = 0.54%
	0.32 ÷ 52.15 = 0.61%
	0.32 ÷ 101.81 = 0.31%
	1.12 ÷ 166.79 = 0.67%

	Return on equity (ROE %)
	38,572 ÷ 313,301 = 12.3%
	5,301 ÷ 275,949 = 1.9%
	407 ÷ 268,406 = 0.2%
	-98,238 ÷ 178,920 = -54.9%
	-24,029 ÷ 153,105 = -15.7%


Source: (GE Vernova, 2024; General Electric Company, 2020-2023)
The investment ratios indicate a high achievement of the capacity of creating shareholder value in the period. The P/E ratio shows that the 2020 is fair compared to earnings, but the movement to a high of 53.7 in 2022 is an indication that the investors were expecting values not based on the profits because the EPS was almost zero. The ratios go back to more reasonable multiples in 2023 and 2024, but the still suggest optimism as compared to earnings volatility (GE Vernova, 2024; General Electric Company, 2020-2023). Dividend payments are on the conservative side of less than 1 percent, which shows the conservative policy of paying dividends and means, that the share price level continued to increase against dividends. The fall of ROE to 12.3 percent in 2020 to considerably negative actually in 2023-2024 proves the existence of capital erosion and massive losses (GE Vernova, 2024; General Electric Company, 2020-2023). All these measures show that the market expectations were higher than the worsening underlying of the firm, which increases downside valuation risk in case restructuring initiatives backfire.
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Table 6: Cash flow ratios 2020–2024
	Ratio
	2020
	2021
	2022
	2023
	2024

	Operating cash flow / current liabilities
	73,392 / 179,510 = 0.41
	40,283 / 216,787 = 0.19
	10,926 / 216,473 = 0.05
	25,190 / 161,148 = 0.16
	14,822 / 158,291 = 0.09

	Operating cash flow / capex
	73,392 / 23,234 = 3.16
	40,283 / 17,041 = 2.36
	10,926 / 20,585 = 0.53
	25,190 / 13,877 = 1.82
	14,822 / 8,428 = 1.76


Source: (GE Vernova, 2024; General Electric Company, 2020-2023)
The year has also seen the ratio of operating cash flow to current liabilities decrease to 0.09 as compared to 0.41 indicating that the current level of operating cash generation is less than 10 percent of the short-term liabilities during the year. This is a serious worsening and reflects that even though current ratios are bearable, it is supported by the relatively illiquid working capital instead of the high cash conversion (GE Vernova, 2024; General Electric Company, 2020-2023).
In 2020-21, the coverage of cash flow by capital expenditure stood at a comfortable level of more than two times, but fell to below one in 2022 and slightly improved in 2023-2024, as the company reduced investment. The present ratio of approximately 1.8 times suggests that now capex is widely matched with the internally dedicated funds at the expense of slowed down growth and renewal of productive resources (GE Vernova, 2024; General Electric Company, 2020-2023). Sustainable recovery will involve the process of re-constructing operating cash flow without over-deferring capital investments required.
[bookmark: _Toc217247573]2.3 Trend evaluation and interpretation 
When combined, the ratios present the picture of a company which was once characterized by moderate profitability and reasonable leverage, but now is operating at a loss, experiencing liquidity crunch and increasing financial risk. The remaining strength that has been staved off is a still-reasonable gross margin in 2024, and fairly stable asset turnover, which are indicative that the underlying product portfolio is still commercially viable, and that assets are not grossly under-utilised (GE Vernova, 2024). The firm has also recorded good operating cash flow over the period, despite the drastic income statement losses and this is one of the main merits in any restructuring undertaking.
Nonetheless, the risks are high. The measures of profitability reveal structural discontinuity after 2023 and negative operating and net margins, negative ROE with worsened EPS (Robert et al., 2023). Ratios of liquidity are decreasing, the period of receivable extends significantly, and ratios calculated based on cash flow show ineffective ability to bear short-term liabilities of operations only. The credit profile of the firm has been damaged with leverage escalating as the equity is being worn down and the interest coverage is operating at a negative level (Robert et al., 2023). The fact that there have been no dividends in the last few years highlights the strain on the free cash flow and the amount of profits available to distribute. The company is under threat of further erosion of shareholder value and even stressing covenant unless concerted efforts are made to restore margins, enhance working cash efficiency and rebalance the capital structure.
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Table: Altman Z-Score computation
	Year
	(A) WC/TA×1.2
	(B) RE/TA×1.4
	(C) EBIT/TA×3.3
	(D) MV Eq÷TL×0.6
	(E) Rev÷TA×1.0
	Total Z-Score

	2020
	1.2(147,333/510,290)=0.35
	1.4(324,990/510,290)=0.89
	3.3(37,267/510,290)=0.24
	0.6(313,301/196,989)=0.95
	614,680/510,290=1.20
	3.63

	2021
	1.2(120,359/510,348)=0.28
	1.4(330,291/510,348)=0.91
	3.3(23,253/510,348)=0.15
	0.6(275,949/234,399)=0.71
	601,602/510,348=1.18
	3.23

	2022
	1.2(121,567/504,163)=0.29
	1.4(330,698/504,163)=0.92
	3.3(14,548/504,163)=0.10
	0.6(268,406/235,757)=0.68
	542,751/504,163=1.08
	3.07

	2023
	1.2(97,703/355,872)=0.33
	1.4(232,460/355,872)=0.91
	3.3(-85,301/355,872)=-0.79
	0.6(178,920/176,952)=0.61
	420,457/355,872=1.18
	2.24

	2024
	1.2(84,203/323,354)=0.31
	1.4(208,431/323,354)=0.90
	3.3(-15,297/323,354)=-0.16
	0.6(153,105/170,249)=0.54
	394,879/323,354=1.22
	2.81


Source: (GE Vernova, 2024; General Electric Company, 2020-2023)
Z-Score is steadily decreasing between 2020 and 2023 and then moderately increases in 2024. Minimization of negative EBITs in 2023 and 2024 and the loss of equity to liabilities are the major factors that lead to deterioration. Working capital and asset turnover are not particularly strong; however, these advantages are not enough to balance the deteriorating profitability. The 2023 and 2024 scores are in the grey zone, which means a high risk of financial distress in two-year perspective unless performance will increase (GE Vernova, 2024; General Electric Company, 2020-2023). The partial recovery in 2024 is due in large part to the reduction in liabilities and to an increase in the use of revenue-to-asset, but as long as EBIT is negative, the solvency risk will exist (Patil et al., 2024).
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The working capital position of the firm deteriorated during 2020-24. There was a substantial decrease in the current assets and this was primarily due to decreased inventories and cash balances. Current liabilities have also been more or less constant but the mix moved to higher extents of stretching payables (Deeb et al., 2024). The overall effect is the declining liquidity headroom and reduced operational flexibility.
This deterioration in the working capital shows that it depends more on external short-term funding and not on liquidity generated internally. This exposes an organization to risk since profitability and cash flow of operation are volatile (Olanrewaju et al., 2024). Further losses in current assets, with no corresponding losses in current liabilities, undermine the shock buffer.
This table below summarises the current asset and current liability base to be used in the preparation of the graph using Excel. The values are obtained as a direct result of the financial statements.

Figure 1: Current assets and liabilities (£m) Source: (GE Vernova, 2024; General Electric Company, 2020-2023)
A downward trend emerges post-2022, with substantial deterioration in current assets and only modest reduction in current liabilities. The absolute fall in working capital between 2022 and 2024 demonstrates deteriorating liquidity resilience (GE Vernova, 2024; General Electric Company, 2020-2023). Management must address these pressures through working capital optimisation and selective liquidity-enhancing measures.
[bookmark: _Toc217247577]3.2 Cash operating cycle analysis
The cash conversion cycle (CCC) measures how long cash remains tied up in operations. It combines receivable days, inventory days, and payable days. Shorter cycles improve liquidity (Loth, 2023).
Table: Cash operating cycle components – full calculation
	Ratio (days)
	2020
	2021
	2022
	2023
	2024

	Receivable days
	129,433÷614,680×365=76.9
	129,215÷601,602×365=78.4
	112,346÷542,751×365=75.6
	112,596÷420,457×365=97.7
	114,182÷394,879×365=105.5

	Inventory days
	120,430÷438,424×365=100.3
	134,469÷428,586×365=114.5
	140,181÷390,459×365=131.0
	88,273÷322,897×365=99.8
	79,355÷280,885×365=103.1

	Payable days
	83,229÷438,424×365=69.3
	92,707÷428,586×365=79.0
	71,373÷390,459×365=66.7
	57,033÷322,897×365=64.5
	72,031÷280,885×365=93.6

	Cash conversion cycle
	76.9+100.3−69.3=107.9
	78.4+114.5−79.0=113.9
	75.6+131.0−66.7=139.9
	97.7+99.8−64.5=133.0
	105.5+103.1−93.6=115.0


Source: (GE Vernova, 2024; General Electric Company, 2020-2023)
The rate of CCC increase is steep in the years 2020-2022 where the maximum level is around 140 days. That implies that there are large changes in inventory holding time and poor credit collection performance. The declining trend beginning in 2023-2024 is largely due to the rise in payable days and the decrease of inventories, but not the enhancement of the receivable performances. The biggest issue is worsening of the receivable collection in 2023-2024 (GE Vernova, 2024; General Electric Company, 2020-2023). The longer days are a threat to liquidity because of the larger amount of cash tied up in working capital. Payables offer relief on a short-term basis and increase the supplier risk. The CCC stands at more than 110 days in 2024, which means that the liquidity level is still limited and the working capital operations are inefficient (GE Vernova, 2024; General Electric Company, 2020-2023). The long cycle mandates a change in the direction of a disciplined credit management, lean inventory, and sustainable payables.
[bookmark: _Toc217247578]3.3 Strategies for liquidity improvement
Better liquidity is pegged on faster cash flow generation within an organization. The obsolete and slow moving inventory should be reduced. This demands better demand forecast and product lifecycle planning. Reduction in inventory base will lower holding costs and release cash (Boisjoly et al., 2020).
Receivables tightening involves re-examination of the credit terms. There should be stricter customer credit checks. Individual incentive to pay promptly and fines to pay late can change behaviour. An intensive programme of high risk overdue accounts minimises write offs and enhances predictability of cash flow.
The payables management need to seek negotiated extensions and not unilateral delays. The longer the supplier terms, the better the liquidity but may lead to deterioration of supplier relationships in case it is not communicated (Xing, 2025). The strategic suppliers can also accept structured payment plans in case they are associated with long-term contracts.
Capital allocation should be disciplined in order to strengthen operating cash flow. Unnecessary expenses are to be put on hold. The projects should be based on cash payback as opposed to long-dated payback. Selling of non-core business can give room to breathe (Bhalla, 2020).
Inventory rationalisation together with the tightening of the receivables and the shortening the payables negotiation can reduce the CCC by reducing the distance between the working capital inflows and outflows. These measures safeguard the liquidity without urgent use of new financing (Zheng et al., 2024).
[bookmark: _Toc217247579]3.4 Financing options comparison 
Quick liquidity can be obtained using short-term financing. These are credit lines and commercial paper. The positive side is flexibility and speed of access and reduced cost of transactions. Examples of risks are pressure on refinancing and exposure to credit rating depreciation. Interest rates can escalate within a short time (Wise, 2020).
Stabilization of liquidity and restructuring can be assisted with long-term financing. Bond issuance and term loans extend the maturities and decrease the rollover risks. Costs may be higher (Robert et al., 2023). Banks require covenant and increased scrutiny. The issuance of equity enhances solvency through augmentation of capital, however it dilutes shareholdings.
Working capital gaps are suited to short-term financing. The long-term financing is more up to date with the restructuring schedule and the investments based on assets. An equal mix minimizes the risk of liquidity (Bapat, 2020). The restructuring should be done strategically in such a way that it does not have to depend on short-term basis but rather slowly repair the capital base.
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[bookmark: _Toc217247581]4.1 Rationale for restructuring 
General Electronics is in evident signs of financial distress. The revenues have been decreasing at a steep rate and the company registered operating and net losses in the two years. Liquidity pressure is manifested in the declining working capital and increasing receivable days (Goyal et al., 2021). The gearing value also became progressively higher and the interest coverage became negative, which indicated that it could no longer cover debt by using the earnings. The above has undermined creditworthiness and reduced reinvestment ability, and the Z-score has fallen into the grey zone, meaning higher risk of default. It will thus need restructuring to stabilize liquidity and solvency, enhance the ability to make profits, and rebuild stakeholder trust (Emami Langroodi, 2021).
[bookmark: _Toc217247582]4.2 Recommended restructuring options
Disposing of assets can give an instant liquidity and minimize capacity. A disposal of non-core PPE at 15 percent of the 2024 PPE balance of £34,207m yields approximately £5,131m. The proceeds of sale can be spent to settle short-term borrowings and enhance interest coverage and the Z-score interest cover and leverage elements. It should be selected carefully to prevent the damage to productive ability in future (GE Vernova, 2024; General Electric Company, 2020-2023).
Solvency can be restored through an injection of equity. A rights issue of £10,000m increases equity from £153,105m to £163,105m, improving the 2024 debt–equity ratio from 1.11 to 1.04. Equity raise increases liquidity and headroom, but there is a dilution risk which should be addressed by effective turnaround communication (GE Vernova, 2024; General Electric Company, 2020-2023).
The refinancing of debt should re-arrange the current liabilities into more extended terms. Refinancing £20,000m of short-term credit into term facilities lowers rollover risk and interest burden. Better maturity match minimizes cash strains and enhances Z-score variables that are associated with leverage and earnings (Heron and Markelevich, 2023).
A merger route provides a source of complementary capabilities and economies of scale. Assuming synergies equal to 3 percent of 2024 revenue, potential earnings uplift equals £11,846m, supporting a return to positive EBIT and ROE. Risk of integration execution should be looked into, and the choice of partners should be minimal with regard to conflict of culture and operation (Hristov, 2024).
Sequencing is very important: divestiture and refinancing enhance short-term liquidity whereas equity reinforcement and merger execution enhance solvency and competitiveness in the long run.
[bookmark: _Toc217247583]4.3 Financial impact evaluation 
Restructuring enhances shareholder value as it imparts back the solvency and increases the future profit-making capacity. Issuance of equity will first dilute but diminish distress and enhance the value of recovery options (Emami Langroodi, 2021).
The debt structure is enhanced because refinancing and divestiture process lower the short-term leverage. Reduced interest expense and low gearing make financial flexibility. The trend in gearing depicts increasing leverage pressure (Bhalla, 2020).

Figure 2: gearing trend Source: (GE Vernova, 2024; General Electric Company, 2020-2023)

Figure 3: gearing trend (D/E) Source: (GE Vernova, 2024; General Electric Company, 2020-2023)
Flexibility of operations is enhanced as there is less pressure to refinance and selective rationalisation of capacity. With the liquidity, better control of working capital and discretionary reinvestment is made possible (Deeb et al., 2024).
[bookmark: _Toc217247584]4.4 International and ethical considerations 
Hedging should aim at reducing currency exposure in terms of matching assets with liabilities. The tax implications of divestitures and cross border mergers have to be planned in order to prevent the unintended liabilities. Inflation will demand strict cost management and renegotiation of supply contracts (Zheng et al., 2024). The ethical restructuring requires a just treatment of the employees and suppliers and requires open communication to safeguard reputation and social responsibility. 
[bookmark: _Toc217247585]5. Investment Appraisal and Capital Budgeting 
[bookmark: _Toc217247586]5.1 Investment appraisal overview
General Electronics is already in dire financial distress and it should focus more on capital expenditure that enhances the liquidity position and solvency. The investment appraisal methods generate a systematic platform of choosing the projects that yield value, recoup investments in a short period and bolster financial stability (Olanrewaju et al., 2024). This analysis uses discounted and non-discounted standards on three mutually exclusive projects that have varying cash flow patterns. Payback Period and ARR reflect liquidity recovery and accounting profitability whereas NPV, PI and IRR reflect time value of money and are used to measure the economic returns (Bhalla, 2020). The rate of discount of 10 percent is used to represent the weighted average cost of capital of the company and the depreciation will be in the form of a straight line over a five year period to a 0 value. The degrading of the gearing and negative interest coverage contribute to the necessity of identifying the projects that contribute to the strong cash flows within the firm. Capital rationing also limits the choice to one project, and thus efficiency of making value becomes the major focus of the recommendation (Goyal et al., 2021).
[bookmark: _Toc217247587]5.2 Project evaluation calculations
The table below illustrates the results of the appraisal of each method. The detailed working is shown in the Appendix 2.
Table: Summary of project outcomes (A, B, C)
	Metric
	A
	B
	C

	Initial investment (£m)
	40
	30
	50

	Payback Period (years)
	3.4
	5.0
	3.6

	ARR
	7%
	0%
	10%

	NPV (£m)
	1.323
	-7.256
	4.224

	PI
	1.03
	0.76
	1.08

	IRR
	11.3%
	0%
	12.7%


Source: (GE Vernova, 2024; General Electric Company, 2020-2023)
The appraisal methods offer a homogenous ranking. Project C obviously returns the best NPV, IRR and PI, which would be an indication of the generation of value per pound of investment. Project A is slightly higher than the hurdle rate and is quicker in recovering capital but generates much less discounted returns. In Project B, there is value destruction, and both NPV and IRR are negative and equal to zero (Patil et al., 2024). The results of ARR support the discounted analysis because only A and C give positive profits after depreciation whereby C gives the best performance. Payback period favours projects A and C in the liquidity perspective of prioritisation (Wang et al., 2024).

Figure 4: PV inflows vs initial cost Source: (GE Vernova, 2024; General Electric Company, 2020-2023)
Project risk discussion
Project B presents low return risk yet high economic risk, as any adverse shock removes already negligible return capacity. Project ‘A’ exhibits moderate risk, with early inflows improving liquidity but limited NPV margin leaves little buffer. Project ‘C’ carries timing risk because inflows are back-loaded, increasing exposure to forecast error, yet the project compensates with the strongest discounted returns and value per pound invested (Olanrewaju et al., 2024). The company’s liquidity pressures require a balance between payback speed and value creation. Project ‘C’ meets this balance better than Project ‘A’, as its discounted gains outweigh the modestly longer payback period (Xing, 2025).
[bookmark: _Toc217247588]5.3 Capital rationing decision
The firm has a maximum of £60m to commit. Since every project is indivisible and mutually exclusive, the capital constraint virtually restricts the decision to a single project. The rationed choice measure ought to be maximisation of NPV or PI. Project C tops on both the measures and contributes to the rebuilding of retained earnings (Hristov, 2024). Project A even though it generates positive NPV, the PI is lower than that of C and incremental value per pound is less. Project B ought not to be accepted because it destroys value but it will increase leverage and liquidity stress (Deeb et al., 2024).
Accordingly, Project C is financially viable and strategically better in case of hard capital rationing.
[bookmark: _Toc217247589]5.4 Final investment recommendation
Project C ought to be adopted and Project A and B rejected. C has the highest NPV, PI and IRR implying that it is in a position of generating shareholder value and surpassing the cost of capital. High ARR strengthens accounting returns sustainability (Wise, 2020). Net cash flows of project help in reversing the liquidity erosion of the firm gradually by amplifying the cash generation of the firm. It reinforces the future profit margins and retained earnings, recovery of equity, which reduces the burden of debt and enhances the profitability aspects of the Z-score. Although the inflows will come later in the life of the project, the value created will be worth the risk (Robert et al., 2023).


[bookmark: _Toc217247590]6. Conclusion 
The financial analysis reveals that General Electronics is experiencing protracted liquidity, profitability and solvency stress caused by dwindling margins, negative ROE, low working capital conversion and increasing leverage. Turnaround demands rigorous investment on projects that restore earnings power whilst maintaining the limited liquidity. The appraisal of three investment options under capital rationing was done using Payback, ARR, NPV, PI and IRR. The results always reveal that the financial returns of Project C are the greatest, capital recovery and excellent value generation per pound invested is consistent.
The choice of Project C helps to revive the long-term financial performance and helps to strengthen the liquidity on the basis of the enhanced operational cash flows. Projects A and B barely pass or do not pass the hurdle rate, and this gives the firm an opportunity to undergo a further degradation of finances in case these projects are selected. This investment, combined with the restructuring and working capital reforms mentioned above, helps the company to pursue a holistic recovery approach based on value-based financial decision making.
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[bookmark: _Toc217247592]Appendix 1: Invest ratios necessary inputs
	Year
	Annual Dividend (Per Share)
	Basic EPS (Earnings Per Share)
	Year-End Stock Price (Adjusted Close)

	2024
	$1.12
	$6.15
	$166.79

	2023
	$0.32
	$8.44
	$101.81

	2022
	$0.32
	$0.97
	$52.15

	2021
	$0.32
	-$6.00
	$58.79

	2020
	$0.32
	$5.46
	$53.72



Great catch flagging the IRR issue. Here is a clean, corrected, fully organised Appendix for Section 5, with IRR workings fixed and everything laid out clearly in tables and Excel-friendly format.
[bookmark: _Toc217247593]Appendix 2: Investment Appraisal Calculations (Projects A, B, C)
All amounts in £ million unless stated otherwise. Discount rate for NPV/PI = 10%. Project lives = 5 years, straight-line depreciation to zero.
A1. Discount Factor Table at 10%
	Year
	Formula
	Discount factor

	1
	1 / (1.10)^1
	0.9091

	2
	1 / (1.10)^2
	0.8264

	3
	1 / (1.10)^3
	0.7513

	4
	1 / (1.10)^4
	0.6830

	5
	1 / (1.10)^5
	0.6209


(These can be generated in Excel with =1/(1+10%)^A2.)
A2. Present Values, NPV and PI
Project A
Initial investment = 40
	Year
	Cash inflow
	DF @10%
	PV inflow (in-cell calc)

	1
	10
	0.9091
	10×0.9091 = 9.091

	2
	12
	0.8264
	12×0.8264 = 9.917

	3
	14
	0.7513
	14×0.7513 = 10.518

	4
	10
	0.6830
	10×0.6830 = 6.830

	5
	8
	0.6209
	8×0.6209 = 4.967

	Total PV inflows
	
	
	41.323


· NPV(A) = 41.323 − 40 = 1.323
· PI(A) = 41.323 ÷ 40 = 1.03
Project B
Initial investment = 30
	Year
	Cash inflow
	DF @10%
	PV inflow

	1
	6
	0.9091
	6×0.9091 = 5.455

	2
	6
	0.8264
	4.958

	3
	6
	0.7513
	4.508

	4
	6
	0.6830
	4.098

	5
	6
	0.6209
	3.725

	Total PV inflows
	
	
	22.744


· NPV(B) = 22.744 − 30 = −7.256
· PI(B) = 22.744 ÷ 30 = 0.76
Project C
Initial investment = 50
	Year
	Cash inflow
	DF @10%
	PV inflow

	1
	5
	0.9091
	5×0.9091 = 4.545

	2
	10
	0.8264
	8.264

	3
	20
	0.7513
	15.026

	4
	25
	0.6830
	17.075

	5
	15
	0.6209
	9.314

	Total PV inflows
	
	
	54.224


· NPV(C) = 54.224 − 50 = 4.224
· PI(C) = 54.224 ÷ 50 = 1.08
A3. Payback Period (PBP)
	Project
	Initial outlay
	Yearly inflows
	Cumulative inflows
	Payback working
	Payback

	A
	40
	10, 12, 14, 10, 8
	10, 22, 36, 46, 54
	After year 3: 40−36 = 4; 4/10=0.4
	3.4 yrs

	B
	30
	6, 6, 6, 6, 6
	6, 12, 18, 24, 30
	Reaches 30 at end of year 5
	5.0 yrs

	C
	50
	5, 10, 20, 25, 15
	5, 15, 35, 60, 75
	After year 3: 50−35 = 15; 15/25=0.6
	3.6 yrs



A4. Accounting Rate of Return (ARR)
Straight-line depreciation to zero over 5 years:
· Depreciation A = 40 ÷ 5 = 8 p.a.
· Depreciation B = 30 ÷ 5 = 6 p.a.
· Depreciation C = 50 ÷ 5 = 10 p.a.
Profit and ARR
	Project
	Year inflows
	Depreciation
	Yearly profit (inflow − dep’n)
	Average annual profit
	ARR = Avg profit / Initial cost

	A
	10, 12, 14, 10, 8
	8
	2, 4, 6, 2, 0
	(2+4+6+2+0)/5 = 2.8
	2.8 ÷ 40 = 7%

	B
	6, 6, 6, 6, 6
	6
	0, 0, 0, 0, 0
	0
	0 ÷ 30 = 0%

	C
	5, 10, 20, 25, 15
	10
	−5, 0, 10, 15, 5
	(−5+0+10+15+5)/5 = 5
	5 ÷ 50 = 10%



A5. IRR Calculations (Corrected, with Interpolation)
IRR is found where NPV = 0. We use two nearby discount rates and linearly interpolate.
Project A – IRR
Cash flows: −40, 10, 12, 14, 10, 8
NPVs:
	Rate
	NPV(A)

	11%
	0.3201

	12%
	−0.6456


Interpolation:
 
Project B – IRR
Cash flows: −30, 6, 6, 6, 6, 6
At 0%: NPV = 6+6+6+6+6 − 30 = 0 → IRR exactly 0%.
At any positive rate NPV < 0, so IRR = 0%.
Project C – IRR
Cash flows: −50, 5, 10, 20, 25, 15
NPVs:
	Rate
	NPV(C)

	12%
	1.0712

	13%
	−0.4084


Interpolation:
 

gearing trend(Liability and equity)

Liabilities	
2020	2021	2022	2023	2024	196989	234399	235757	176952	170249	Equity	
2020	2021	2022	2023	2024	313301	275949	268406	178920	153105	


gearing trend (D/E)

D/E	
2020	2021	2022	2023	2024	0.63	0.85	0.88	0.99	1.1100000000000001	

PV inflows vs initial cost

Initial cost (£m)	A	B	C	40	30	50	PV inflows (£m)	A	B	C	41.323	22.744	54.223999999999997	



Current assets and liabilities (£m) 

Current Assets	2020	2021	2022	2023	2024	326843	337146	338040	258851	242494	Current Liabilities	2020	2021	2022	2023	2024	179510	216787	216473	161148	158291	
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