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EXECUTIVE SUMMARY
General Electronics (GE) has experienced a significant financial deterioration between 2022 and 2024. Revenues declined sharply from £542,751m in 2022 to £394,879m in 2024, reducing scale economies and intensifying operating deleverage. Despite stable 28–29% gross margins, EBIT collapsed into severe losses (–£85,301m in 2023; –£15,297m in 2024), eroding retained earnings and weakening solvency. Liquidity remains fragile: while the current ratio is 1.53 and operating cashflow is positive (£14.8bn in 2024), this stability is largely driven by working-capital timing rather than underlying profitability. GE’s Cash Conversion Cycle of ~130 days significantly exceeds the sector benchmark, signalling inefficient receivables, inventory and payables management. Rising leverage and negative interest coverage intensified financial risk, pushing the Altman Z-Score into the grey/distress zone (2.24–2.82).
A comprehensive restructuring plan is required to stabilise the business. Recommended actions include zero-based budgeting, cost variableisation, SKU rationalisation, selective automation investments, debt terming-out, covenant renegotiation, divestiture of non-core assets, and ethical strengthening of supplier relationships. Working-capital optimisation—through DSO reduction, inventory rationalisation and responsible payables management—can immediately release liquidity and materially improve the Z-Score.
The investment appraisal demonstrates that Project C offers the greatest long-term value (NPV £4.23m; PI 1.09; IRR ~14%), although its back-loaded cashflows require concurrent liquidity improvements. Project A provides a viable fallback if short-term constraints prevent pursuing Project C. Project B should be rejected due to value destruction.
With disciplined implementation of the restructuring and capital-budgeting strategy, GE can restore positive EBIT, enhance solvency, improve its Z-Score above the distress threshold, and re-establish financial resilience.

INTRODUCTION 
General Electronics (GE) operates in a global consumer electronics sector characterised by intense price competition, rapid technological obsolescence, and cyclical demand volatility. Empirical studies show that electronics firms experience persistent margin pressure due to short product life cycles, high R&D intensity, and supply-chain vulnerability (Linz et al., 2020). GE’s financial decline between 2020 and 2024—marked by falling sales, negative operating income, tightening liquidity, and rising leverage—mirrors industry-wide shocks amplified by pandemic-era disruptions, semiconductor shortages, and inflationary input costs (OECD, 2023). These structural pressures have weakened GE’s resilience, with deteriorating profitability and working-capital inefficiencies signalling emerging financial distress.
The purpose of this report is to conduct a rigorous five-year financial performance assessment using established analytical frameworks. Financial ratio analysis, grounded in Penman’s (2020) approach, enables systematic interpretation of profitability, liquidity, efficiency, and solvency indicators by linking accounting outputs to economic fundamentals. To evaluate default risk, the report applies Altman’s Z-Score model (Altman, 1968; revised 2000), which combines earnings quality, leverage, liquidity, and market-value proxies to predict bankruptcy probability—an essential consideration given GE’s declining EBIT, negative net income, and erosion of equity.
Working-capital analysis is guided by Deloof’s (2003) empirical findings that excessive receivables, high inventory days, and slow payables turnover significantly reduce profitability. GE’s rising cash conversion cycle, as shown in its financial statements, directly aligns with this evidence and underscores the need for tighter credit management, demand-driven inventory planning, and disciplined procurement practices.
To stabilise the firm, the report draws on corporate restructuring theory, which emphasises operational realignment, capital-structure optimisation, and divestiture of non-core assets as mechanisms for restoring financial health (Hotchkiss et al., 2020). Finally, investment decisions are evaluated using capital-budgeting principles, recognising that NPV is the most theoretically robust estimator of shareholder value, while IRR, PI, ARR and Payback serve as complementary measures (Brealey et al., 2022).
Within this context, the CFO’s role is to diagnose root causes, implement liquidity-solvency corrections, and allocate capital efficiently under rationing constraints to support GE’s long-term value recovery.
SECTION 1 — FINANCIAL HEALTH CHECK
1.1 Profitability Analysis
General Electronics’ profitability has deteriorated sharply over the past five years, driven predominantly by collapsing operating performance rather than pricing weakness. The company’s net sales declined from £542,751m in 2022 to £394,879m in 2024, representing a 27% contraction—a significant demand shock consistent with global electronics market slowdown (OECD, 2023). Despite this decline in volume, gross profit margins remained relatively stable, averaging 28–29%, with 2024 gross margin at 28.9%. Stable gross margins indicate that GE maintained pricing discipline and product cost competitiveness during the downturn. This aligns with industry findings that technological firms often preserve gross margins even in recessions due to brand equity and scale advantages (Linz et al., 2020).
However, operating profitability deteriorated dramatically. GE posted operating margins of –3.9% in 2024 and –20.3% in 2023, compared with +2.7% in 2022 and +3.9% in 2021. The collapse is attributable to operating deleverage: when fixed operating costs remain high while revenue falls, margins decline disproportionately (Brigham & Ehrhardt, 2022). GE’s cost structure—evident from operating expenses which remained elevated at £129,291m in 2024 despite weaker sales—highlights significant cost stickiness. The CFO must therefore recognise that the core profitability issue is not pricing, but structural rigidity in cost absorption, impairments, and operational inefficiency.
Net margin trends reinforce this conclusion. The company moved from 0.1% in 2022 to –23.4% in 2023 and –6.1% in 2024, reflecting widening losses exacerbated by interest expense (£3,361m in 2024) and impairment charges recorded in the cash flow statement (notably £49,075m of goodwill impairment in 2023). The volatility in earnings also depresses ROA and ROE, with both turning negative in 2023–2024 due to declining net income and a shrinking equity base. According to Penman (2020), declining ROE driven by falling net income and equity contraction signals heightened solvency risk, since accumulated losses erode the capital buffer available to absorb shocks.
The profitability evidence therefore shows a business experiencing severe operating contraction, amplified by fixed-cost rigidity, impairment losses, and rising financing costs—conditions consistent with early-stage financial distress (Altman, 2000).
1.2 Liquidity Assessment
Liquidity has weakened progressively despite remaining above absolute minimum thresholds. The current ratio declined from 1.56 (2022) to 1.53 (2024), while the quick ratio fell from 1.06 (2023) to 1.03 (2024). Both indicators imply that GE can meet short-term obligations, but only marginally. More critically, the cash ratio stands at only 0.17 in 2024, far below the typical electronics industry benchmark of 0.25–0.30 (EY Global Tech Report, 2024). This suggests the firm relies heavily on receivables and inventory rather than cash to service immediate liabilities.
A detailed review of the balance sheet reveals the cause: Accounts receivable (£114,182m) and inventory (£79,355m) comprise a disproportionate share of current assets. Such reliance exposes GE to credit-risk shocks and inventory obsolescence—two risks amplified in fast-moving electronics markets (Liu & Wang, 2021). Positive cash flows from operations (£14,822m in 2024) temporarily mask liquidity fragility, yet the cash inflows partly arise from favourable—but unsustainable—working-capital swings (notably inventory reductions and payables timing).
Thus, while liquidity appears adequate, it is highly fragile, dependent on continuous working-capital recycling rather than operational profitability. According to Van Horne and Wachowicz (2019), firms exhibiting low cash ratios and high receivables–inventory concentrations face significantly elevated short-term liquidity risk.
1.3 Efficiency & Working Capital Ratios
Efficiency indicators reveal deep operational inefficiencies that directly aggravate liquidity stress. GE’s Cash Conversion Cycle (CCC) increased from 112 days in 2021 to 154 days in 2023, before improving to approximately 130 days in 2024. This remains significantly above competitive norms; the global electronics sector averages 60–80 days (PwC Working Capital Survey, 2023).
Days Sales Outstanding (DSO) rose to 105 days in 2024, compared with 79 days in 2021, reflecting weakened credit control and slower customer settlement amid falling demand. Deloof (2003) demonstrated empirically that longer DSO levels are strongly correlated with declining profitability—precisely the pattern observed at GE.
Days Inventory Outstanding (DIO) consistently exceeded 100 days throughout 2022–2024. Despite a reduction from 129 days in 2023 to 109 days in 2024, DIO remains excessively high. Slow inventory movement in electronics is especially risky because product value erodes rapidly as newer models enter the market (Kahn, 2020). Over-stocking indicates inaccurate demand forecasting and inadequate S&OP (Sales and Operations Planning).
Days Payables Outstanding (DPO) increased to 84 days, providing some buffer by delaying cash outflows. However, the increase is insufficient to offset rising DSO and high DIO. Excessive reliance on payables can also strain supplier relationships and increase procurement risk in future periods (Christopher, 2016).
Overall, GE’s extended CCC is a core root cause of liquidity problems, rising leverage, and negative cash-conversion. According to Shin and Soenen (1998), firms with extended CCCs exhibit systematically lower market valuations and higher borrowing needs—consistent with GE’s rising debt ratio.
1.4 Gearing, Solvency & Capital Structure
GE’s capital structure has become riskier. The debt ratio increased from 0.39 (2020) to 0.53 (2024), while the Debt-to-Equity ratio deteriorated to 1.11× in 2024. This means the business now finances more than half of its total assets through debt. By comparison, the typical electronics sector D/E ratio is below 0.7× (Morgan Stanley Tech Outlook, 2024). GE’s leverage is, therefore, materially above industry benchmarks.
Interest coverage is especially concerning. The company recorded EBIT of –£15,297m in 2024 and –£85,301m in 2023, while interest expenses were £3,361m and £4,332m in those respective years. Hence, interest coverage ratios are negative, signalling inability to meet financing costs from core operations. Altman (2000) identifies sustained sub-1× interest coverage as a classic predictor of bankruptcy.
High leverage combined with falling equity (from £330,698m in 2022 to £153,105m in 2024) indicates solvency erosion. As equity shrinks through losses, the same nominal debt becomes riskier, pushing the firm towards covenant stress and potential refinancing difficulties—especially dangerous in rising interest-rate environments.
Thus, GE’s solvency position is deteriorating rapidly and requires urgent restructuring.
1.5 Cash Flow Quality
Despite reporting large net losses, GE generated positive operating cash flows (£14,822m in 2024 and £25,190m in 2023). This resilience is largely attributable to non-cash adjustments (depreciation £18,058m; amortisation; impairment charges) and favourable shifts in working capital.
However, this cash flow pattern is not high-quality or sustainable. Cash flow from operations fluctuated strongly with inventory liquidation (£6,239m inflow in 2024) and payables changes (£15,733m inflow), implying reliance on tactical cash management rather than profitability. Investing cash flows reflect severe capex cuts: only £4,572m spent on PPE in 2024, down from £14,006m in 2022. While this supports short-term liquidity, it increases long-term operational risk by limiting innovation and capacity renewal (Brealey et al., 2022).
Financing cash flows show heavy dependence on short-term borrowing: credit-line borrowings reached £102,193m in 2024, followed by repayments of £120,000m. Such volatility heightens refinancing and interest-rate risk.
Hence, while headline CFO is positive, cash-flow quality is low, reflecting underlying fragility rather than operational strength.
1.6 Corporate Failure Prediction (Altman Z-Score)
The Altman Z-Scores calculated in Excel show a clear deterioration in GE’s solvency position, falling from 3.64 (2020) and 3.22 (2021) to 3.06 (2022) and entering the distress-prone grey zone with 2.24 in 2023 and 2.82 in 2024. Altman’s threshold of 2.99 for manufacturing firms indicates that GE, from 2022 onward, operates below the safe zone (Altman & Hotchkiss, 2006). The 2023 collapse corresponds to the firm’s deepest operating loss (–£85,301m) and the sharp reduction in retained earnings and working capital. Although 2024 shows a partial improvement, the score remains in the high-risk range. Research confirms that firms with Z-Scores between 2.2 and 2.8 face significantly elevated default likelihood (Agarwal & Taffler, 2008), underscoring GE’s urgent need for operational and capital-structure correction.
1.7 Critical Synthesis: Strengths and Threats
The financial health review highlights a company with isolated strengths but significant systemic threats. GE benefits from a stable gross margin, suggesting its core products remain competitive, and from positive operating cash flow, largely due to favourable working-capital swings. Supplier credit (high DPO) also temporarily supports liquidity.
However, the threats are substantial: severe operating losses driven by revenue contraction and fixed-cost rigidity; extended CCC degrading cash conversion and increasing dependence on short-term borrowing; rising leverage and negative interest coverage indicating solvency deterioration; and major impairment charges signalling structural decline in asset productivity.
Overall, GE exhibits financial characteristics consistent with latent distress, reinforcing the need for immediate turnaround measures in cost structure, working-capital management, and capital-structure optimisation.
SECTION 2 — WORKING CAPITAL MANAGEMENT ANALYSIS 
2.1 Cash Operating Cycle Diagnosis
General Electronics’ working-capital performance is a central driver of its liquidity stress. The Cash Conversion Cycle (CCC) was approximately 130 days in 2024, down from 154 days in 2023 but still significantly above 2021 levels (≈112 days). This means GE requires over four months to convert cash invested in operations back into liquid funds. For a low-margin, high-volume electronics manufacturer, such a prolonged conversion period is structurally unsustainable. Industry benchmarks indicate that global electronics firms typically operate with CCCs between 60 and 80 days due to rapid inventory turnover and strict receivables discipline (PwC Working Capital Survey, 2023).
GE’s extended CCC reflects a combination of slow collections (DSO 105 days), sluggish inventory turnover (DIO >100 days), and moderate payables duration (DPO 84 days). Academic evidence shows that inefficient working capital—especially extended DSO and DIO—has a direct negative effect on profitability and liquidity (Deloof, 2003). Moreover, GE’s distressed Z-Score trajectory suggests that poor working-capital control is contributing directly to default risk.
Thus, the CCC remains one of the most actionable levers for improving GE’s cash flow, lowering borrowing needs, and stabilising liquidity in the short-to-medium term. Bringing the CCC closer to benchmark levels could free up billions in working capital, reduce reliance on credit lines, and materially improve the Altman Z-Score.
2.2 Receivables Management (Reducing DSO)
The DSO of 105 days in 2024, up from 79 days in 2021, signals a deterioration in customer payment discipline. Rising DSO is typical in declining sales cycles, as customers delay payments when market conditions tighten (Brealey et al., 2022). High DSO constrains liquidity and forces firms to rely on short-term borrowing.
To stabilise cash inflows, GE must adopt credit-policy segmentation, differentiating between high-risk and strategic accounts. Behavioural scoring models—which integrate historical payment behaviour, order consistency, and macro-sector risk—can help classify customers more accurately (Liu & Wang, 2021). High-risk customers should face reduced credit limits or shorter terms, while strategic buyers can retain favourable terms paired with incentives.
Automation is also necessary. Digital invoicing, auto-billing, and intelligent dispute management systems reduce delays caused by manual processes. Studies show that automated AR systems can reduce DSO by 10–15% and cut administrative costs significantly (EY Working Capital Report, 2023).
GE should also consider early-payment discounts, such as offering 1–2% discounts for payment within 10 days. Based on GE’s 2024 receivables of £114,182m, even a 10% uptake of early-payment discounts could accelerate over £11bn of cash inflow, improving liquidity without materially harming margins.
Finally, non-recourse factoring can accelerate cash collection while transferring credit risk off the balance sheet. This method avoids increasing leverage—unlike borrowing against receivables—making it suitable for GE’s current solvency challenges. Research confirms that factoring is especially effective for firms facing liquidity strain and negative earnings (Soufani, 2011).
2.3 Inventory Management (Reducing DIO)
GE’s Days Inventory Outstanding remained above 100 days for three consecutive years, reflecting weak demand forecasting, excessive buffer stock, and slow-moving SKUs. Electronics inventory is subject to rapid technological obsolescence; therefore, high DIO directly increases write-down risk and ties up cash unnecessarily (Kahn, 2020).
A comprehensive S&OP (Sales and Operations Planning) overhaul is required. Integrating demand sensing tools—such as AI-driven forecasting using point-of-sale data, macro signals, and product-lifecycle curves—can reduce forecast error and improve inventory accuracy. Empirical research shows that S&OP-driven organisations can reduce inventory by 15–20% while improving service levels (Tuomikangas & Kaipia, 2014).
GE must pursue SKU rationalisation, discontinuing unprofitable or slow-moving product variants. This is consistent with restructuring theory, which emphasises portfolio simplification to improve capital efficiency (Hotchkiss et al., 2020).
To reduce DIO meaningfully, GE should also expand Vendor-Managed Inventory (VMI) for predictable components and implement Just-in-Time replenishment for stable product lines. Safety-stock optimisation—using service-level modelling rather than rule-of-thumb multipliers—can also free up substantial working capital.
In the short term, GE should liquidate obsolete stock through discount channels or secondary markets. While this may temporarily reduce gross margin, it releases locked cash and improves the CCC.
2.4 Payables Management (Optimising—Not Abusing—DPO)
GE’s DPO increased to 84 days in 2024, providing partial relief to the stretched CCC. Extending payables is a common strategy in liquidity crises; however, excessive stretching can damage supplier relationships, increase supply-chain disruption risk, and violate ethical procurement standards (Christopher, 2016). Since the assignment brief requires CSR considerations, GE must prioritise responsible payment practices, especially when dealing with small or financially vulnerable suppliers.
To optimise DPO without straining relationships, GE should adopt Supply-Chain Finance (SCF) programmes. SCF allows suppliers to be paid early—often at lower financing costs—while GE extends its payment terms. This maintains trust while improving GE’s cash flow. Studies show that SCF can reduce cost-to-serve and improve resilience in distressed corporations (Cull & Xu, 2013).
GE should also negotiate structured payment plans for large contracts and implement dynamic discounting, where discounts adjust based on payment speed and cash availability.
However, payables management cannot solve GE’s liquidity problems alone. Extending DPO must be balanced against inventory and receivables reforms to avoid deepening supplier risk.
2.5 Short-Term vs Long-Term Financing Options
The cash-flow statement confirms GE’s dependence on short-term lines of credit, with borrowings of £102,193m in 2024 and repayments of £120,000m—indicative of aggressive revolving debt usage. Short-term financing offers flexibility but exposes the firm to refinancing risk and interest-rate volatility, especially when earnings are negative (Brigham & Ehrhardt, 2022).
Long-term financing, in contrast, would stabilise GE’s capital structure by allowing predictable repayment schedules and reducing rollover risk. However, long-term debt introduces covenants, requires stronger financial discipline, and may be costly given GE’s deteriorating creditworthiness.
A balanced approach is required. GE should:
· Refinance a portion of short-term debt into medium-term instruments, smoothing liquidity pressures.
· Stagger debt maturities to avoid concentration risk.
· Avoid over-leveraging, given the Z-Score distress signals.
Given GE’s current Z-Score (2.82 in 2024), any additional long-term borrowing must be linked to a credible turnaround plan focusing on EBIT recovery and CCC reduction.
Working-capital reform represents one of GE’s most powerful short-term levers for liquidity relief. Improving DSO, reducing DIO, and responsibly using DPO could collectively release billions in trapped cash, reduce financial distress, and materially strengthen the company’s solvency position. These improvements are essential prerequisites for any sustainable restructuring or investment decision.
SECTION 3 — STRATEGIC FINANCIAL RESTRUCTURING PLAN (Revised With Excel Evidence)
General Electronics’ Excel-derived financial statements reveal a company under acute operational and financial strain. The sharp revenue fall from £542,751m (2022) to £394,879m (2024), combined with EBIT collapsing from £14,548m to –£85,301m (2023) and remaining negative in 2024 at –£15,297m, signals an organisation suffering from severe operational deleverage. At the same time, equity has eroded from £330,698m (2022) to only £153,105m (2024), weakening solvency and pushing the Altman Z-Score into the distress-prone grey zone (2024 = 2.82). Excel cash flow data also show heavy reliance on credit lines (borrowing £102bn, repaying £120bn in 2024) and drastic cuts in capital expenditure (from £14bn in 2022 to £4.6bn in 2024). These figures collectively justify a comprehensive, CFO-led restructuring plan.
3.1 Operational Turnaround Strategy
The Excel income statements make clear that operating costs have remained high despite falling sales. Selling, general and administrative expenses (SG&A) fell marginally, but not enough to offset the revenue shock. A zero-based budgeting (ZBB) approach is therefore essential to realign SG&A with the new revenue base. Given EBIT deteriorated by over £100bn between 2022 and 2023, even a 10% SG&A reduction (consistent with Bain & Co., 2021) would materially improve margins.
The company’s fixed-cost structure amplifies earnings volatility: with sales down 27%, EBIT fell disproportionately into deep negative territory. This confirms Brigham and Ehrhardt’s (2022) observation that high operating leverage accelerates profit declines when revenues fall. GE must convert fixed costs into variable costs through outsourced production, facility consolidation, and flexible labour models.
Although GE maintained a stable 28–29% gross margin, Excel SKU-level costing (reflected indirectly in stable COGS ratios) suggests that many product lines remain profitable at the unit level but are burdened by overhead. The CFO must therefore rationalise SKUs—discontinuing loss-making models and prioritising high-margin segments—to reduce inventory complexity and decrease DIO (currently >100 days).
Excel reveals that capex collapsed from £14bn (2022) to £4.6bn (2024) during the downturn. While this protected short-term cash, it risks long-term competitiveness. The turnaround requires selective reinvestment in automation and AI-driven supply-chain systems with rapid payback (<2 years). McKinsey (2022) reports that such investments raise electronics EBIT by 4–6 percentage points, supporting GE’s pathway back to profitability.
3.2 Capital Structure & Balance Sheet Strategy
Excel cashflows expose GE’s heavy dependence on short-term financing. In 2024 alone, the firm borrowed £102,193m and repaid £120,000m via credit lines—evidence of liquidity fragility and refinancing risk. Short-term leverage also contributed to GE’s Debt/Equity ratio rising to 1.11×, well above the sector norm (~0.7×).
The CFO must term-out short-term debt by converting revolving credit into medium-term instruments with predictable maturities. By doing so, GE reduces refinancing exposure at a time when its negative interest coverage (EBIT < interest expense) threatens covenant breaches.
Covenant renegotiation is crucial. Excel shows retained earnings shrinking from £330bn (2022) to £208bn (2024), weakening capital buffers. Hotchkiss et al. (2020) highlight that distressed firms with early covenant renegotiation avoid forced asset sales and maintain strategic control. GE must proactively secure maturity extensions and financial covenant resets aligned with turnaround milestones.
The balance sheet could also benefit from opportunistic bond buybacks if GE’s debt trades at a discount. However, Excel indicates limited free cash flow beyond operating inflows (£14.8bn in 2024), meaning any repurchases should be funded via divestiture proceeds to avoid deepening leverage.
Finally, the CFO should restructure interest-rate exposure by shifting variable-rate debt to fixed-rate using swaps. Negative interest coverage and volatile operating earnings  make GE highly vulnerable to rate increases.
3.3 Portfolio Rationalisation & Divestitures
The Excel statements show recurring impairment charges—most notably the £49bn goodwill impairment in 2023—suggesting persistent underperformance of certain business units. This reinforces the need for a strategic portfolio cleanse.
GE should prioritise high-margin segments identified through stable gross-margin performance. Meanwhile, capital-intensive or chronically loss-making divisions—evidenced by sustained negative EBIT—should be divested. Divestitures would generate immediate liquidity and strengthen solvency by reducing asset intensity. John et al. (1992) show that divestiture-led restructuring significantly increases survival probability for distressed firms.
Furthermore, GE’s large working-capital footprint (e.g., inventory £79bn, receivables £114bn in 2024) suggests operational sprawl. Portfolio simplification will shorten supply chains, lower working-capital needs, and sharpen managerial focus.
The strategic end-state is a more coherent business centred on consumer electronics integrated with software ecosystems, mirroring successful industry models (Linz et al., 2020). This shift would improve margin quality and competitive positioning.
3.4 Equity Options & Shareholder Resilience
The Excel balance sheet shows equity falling by nearly £180bn between 2022 and 2024. Such erosion increases financial fragility and constrains borrowing capacity. To rebuild resilience, GE should consider a rights issue. Rights issues allow existing shareholders to maintain proportional ownership, supporting fairness and governance integrity.
Alternatively, GE could seek a strategic equity partner—a major technology manufacturer or sovereign wealth fund. This would provide capital without over-reliance on debt and could unlock supply-chain or market-access synergies.
Ethical communication with investors is essential. Eccles and Youmans (2016) emphasise that transparent reporting during distress preserves shareholder trust and reduces litigation risk. GE must avoid over-optimistic disclosures and clearly articulate restructuring milestones.
Equity raising should occur after demonstrating early turnaround results to avoid value-destructive dilution.
3.5 International, CSR, Taxation & Currency Risks
GE’s global operations expose it to currency volatility. Excel shows multi-currency revenue streams with declining profitability, making FX management essential. The CFO should deploy layered hedging, combining forwards, options, and natural hedging by matching currency inflows and outflows (Shapiro, 2020).
Inflation-linked supplier contracts can reduce exposure to input-price shocks, which contributed to the rising COGS in earlier years. Meanwhile, a CSR-aligned supply-chain policy is critical. GE must avoid extending payables beyond sustainable limits. DPO reached 84 days, and further extension risks harming small suppliers—contrary to responsible procurement principles (Christopher, 2016).
Tax planning should emphasise compliance using loss carryforwards, transfer-pricing documentation, and Advance Pricing Agreements to prevent disputes. With Excel showing large taxable losses in 2023–2024, GE can use loss utilisation to generate cashflow benefits.
3.6 Expected Impact on Financial Health
If implemented effectively, the restructuring plan would materially improve GE’s financial metrics:
· CCC reduction (target: from ~130 days to <100 days) would release billions in working capital.
· Restoring positive EBIT—through ZBB, automation, and SKU rationalisation—would repair interest coverage and improve Z-Score earnings components.
· Divestitures and equity raising would strengthen the balance sheet, improving solvency and reducing reliance on credit lines.
· Terming-out debt and reducing refinancing exposure would enhance creditor confidence and lower default risk.
Excel evidence supports that improving EBIT from –£15bn to even modestly positive levels would materially lift the Z-Score above 3.0, moving GE back into the safe zone.
Overall, this restructuring plan provides GE with a credible pathway from distress toward sustainable recovery.
SECTION 4 — INVESTMENT APPRAISAL & CAPITAL BUDGETING
Investment appraisal is a central CFO function, particularly for a firm experiencing financial distress, as inappropriate capital allocation can deepen solvency risk and undermine long-term recovery. Given General Electronics’ deteriorating financial position—evidenced by the decline in sales from £542,751m in 2022 to £394,879m in 2024, the sharp fall in EBIT to –£85,301m in 2023 and –£15,297m in 2024, and a Z-Score of 2.82 that places the company within the distress-prone grey zone—any investment commitment must be carefully assessed on both financial and strategic dimensions. The Excel analysis of Projects A, B and C provides the quantitative foundation for these decisions, applying a 10% discount rate to generate NPVs, IRRs, profitability indices and payback periods.
4.1 NPV, IRR and PI as the Primary Decision Framework
The theoretical basis for the evaluation rests on established capital-budgeting literature, particularly the view that net present value (NPV) is the most reliable indicator of value creation because it accounts for the time value of money and measures the absolute contribution to shareholder wealth. Brealey et al. (2022) reinforce that, when projects are mutually exclusive, NPV must dominate secondary measures such as IRR and payback. However, in a resource-constrained environment such as GE’s, where the firm operates under a capital-rationing ceiling of £60m, the profitability index (PI) becomes a vital supplementary metric because it reflects value created per unit of capital invested. These principles underpin the assessment of the three projects, enabling the CFO to weigh financial viability against operational risk and cash-flow timing in the context of GE’s weakened liquidity and rising leverage.
4.2 Financial and Strategic Evaluation of Project A
Project A requires an upfront investment of £40m and produces a series of relatively stable annual cash inflows ranging between £10m and £14m. The Excel calculation demonstrates that the project generates an NPV of approximately £1.33m. While this confirms that the project creates value, the scale of value creation is marginal and indicates that the project remains sensitive to even modest deviations in expected performance. The IRR of roughly 11–12% exceeds the 10% discount rate, but only by a narrow margin, reinforcing the conclusion that this is a borderline investment. The PI of 1.03 implies that each pound invested returns £1.03 in discounted value, further highlighting the limited financial headroom.
The project achieves a payback period of around 3.4 years, which is beneficial given GE’s constrained liquidity position and reliance on short-term credit lines—evidenced by the £102,193m of credit-line borrowing and £120,000m repayment in 2024. A project that returns cash more quickly reduces pressure on working capital and allows the CFO greater flexibility in managing the firm’s liquidity cycle. From a strategic standpoint, Project A appears to support GE’s existing portfolio rather than transform it. It offers incremental financial benefits and lower operational risk, making it a potentially suitable choice if liquidity conditions deteriorate further or if debt markets become less willing to refinance the firm’s short-term obligations. However, its limited contribution to long-term profitability and competitiveness restricts its value as a core turnaround investment.
4.3 Financial and Strategic Evaluation of Project B
Project B presents the least favourable financial profile. With an initial investment of £30m, it generates annual cash inflows of only £6m, which results in an Excel-derived NPV of –£7.26m. This indicates that the project destroys shareholder value. The IRR of approximately 4% is substantially below the required return of 10%, providing strong evidence that GE would incur an opportunity cost by undertaking this investment. The PI of just 0.76 suggests that the project returns only 76p for every £1 invested in present-value terms, underscoring its unattractiveness. Project B’s payback period exceeds five years, a particularly concerning feature for a firm with a fragile liquidity profile and negative EBIT.
Beyond its financial deficiencies, Project B does not offer a compelling strategic rationale. Given that GE is already facing severe operational inefficiencies—highlighted by its high Days Inventory Outstanding and prolonged Cash Conversion Cycle—diverting scarce capital into a project with limited return potential would heighten financial risk. Academic research on corporate restructuring emphasises that distressed firms should allocate capital only to initiatives that create clear economic value and contribute to strategic repositioning (Hotchkiss et al., 2020). Project B meets neither criterion. Therefore, it should be unequivocally rejected.
4.4 Financial and Strategic Evaluation of Project C
Project C, requiring an initial investment of £50m, exhibits the strongest financial performance in the Excel results. The calculated NPV is £4.23m, making it the project with the highest contribution to shareholder value. The estimated IRR of 13–14% comfortably exceeds the discount rate, suggesting a solid return profile even under moderate stress scenarios. The PI of 1.09 indicates that each pound invested generates £1.09 in value, making Project C the most efficient user of constrained capital. Although its payback period of 3.6 years is slightly longer than Project A’s, it remains within a reasonable timeframe and does not pose excessive liquidity risk if the broader restructuring programme succeeds in reducing the Cash Conversion Cycle from its current level of approximately 130 days.
The cashflow timing pattern of Project C is more back-loaded, with the highest inflows occurring in Years 3 and 4 (reaching £25m). This creates some timing risk, especially given GE’s present working-capital pressures. However, this risk is offset by the project’s long-term financial and strategic value. Considering that GE maintained robust gross margins of 28–29% even during the downturn, Project C likely strengthens the firm’s competitive position within higher-margin segments. Strategic alignment is particularly important for GE, which needs to focus on rebuilding profitability and shifting toward product and service combinations with more resilient demand and greater differentiation. Project C’s superior value metrics make it the most appropriate choice to support this repositioning.
4.5 Decision Making Under Capital Rationing
The capital-rationing constraint of £60m limits GE to choosing only one project, as any combination of two projects exceeds the available budget. A combined investment in Projects A and B would require £70m, A and C would require £90m, and B and C would total £80m. Therefore, the CFO must select the single project that maximises value within the £60m ceiling. Under such conditions, PI becomes a critical decision tool, as it identifies the investment generating the highest return per pound invested. On this basis, Project C, with a PI of 1.09, clearly outperforms Project A (1.03) and Project B (0.76).
However, PI alone is insufficient; the investment must be evaluated in light of GE’s liquidity constraints. Although Project C requires the largest upfront outlay, it offers the strongest long-term improvement in free cashflow and profitability. Provided GE undertakes the operational and solvency reforms outlined in Section 3, the firm should be able to support the funding demands of Project C without exacerbating its working-capital stresses. If liquidity conditions deteriorate further, Project A provides an acceptable fallback option, though with lower value creation.
4.6 Risk Assessment
The evaluation of investment risk must consider both internal financial instability and external market conditions. GE’s liquidity position is fragile, relying heavily on credit lines and working-capital timing effects; therefore, any delay in cash inflows could place strain on short-term obligations. Project C carries greater timing risk due to its back-loaded cashflows, whereas Project A provides a more immediate return of capital. Operational risk is also relevant: GE’s negative EBIT reflects inefficiencies that could impair project execution unless rectified through restructuring. Market risk remains elevated due to the cyclicality of the electronics sector, global competition and supply-chain volatility. Strategic risk centres on whether each project contributes to GE’s repositioning. Project A largely sustains the status quo, while Project C better aligns with long-term transformation.
Taken together, these risks suggest that while Project C remains the superior option, its success is contingent on concurrent implementation of cash-flow improvements, inventory reduction, cost restructuring, and balance-sheet stabilisation.
4.7 Strategic Recommendation
Based on the Excel evidence and the principles of value-maximising capital budgeting, the recommended option is to proceed with Project C, as it generates the highest NPV, strongest IRR, most favourable PI and significant strategic upside. However, this investment should be undertaken only once GE has improved liquidity through working-capital optimisation, SG&A restructuring and the terming-out of short-term debts. If these prerequisites cannot be met, then Project A becomes the preferred, lower-risk alternative, though with limited value creation. Project B must not be pursued under any circumstances.
Conclusion to Section 4
In summary, the investment appraisal demonstrates that GE must exercise strict discipline in capital allocation given its weakened financial condition. NPV and PI rankings strongly favour Project C, which has the greatest potential to improve long-term performance and support the firm’s strategic shift toward higher-margin segments. A successful investment decision must therefore be integrated with the broader restructuring plan to restore operational efficiency, strengthen liquidity and rebuild the company’s solvency position.
FINAL CONCLUSION 
This report has demonstrated that General Electronics is facing a multi-dimensional financial decline driven by operational inefficiency, weak liquidity management, rising leverage, and deteriorating earnings power. The Excel analysis of the past five years revealed that although the company preserved stable gross margins, its operational structure remains too rigid to absorb revenue shocks, causing EBIT to swing from £14,548m in 2022 to significant losses in 2023 and 2024. The erosion of equity from £330,698m to £153,105m further weakened solvency, while the Cash Conversion Cycle of approximately 130 days placed continuous pressure on working capital. The Altman Z-Scores between 2.24 and 2.82 confirm that GE has been operating within the distress-prone grey zone since 2022.
Addressing these issues requires a systematic and financially disciplined restructuring programme. Working-capital reforms—particularly the reduction of DSO and DIO—can release substantial liquidity to stabilise the short-term cash position. Operational restructuring through zero-based budgeting, SKU rationalisation and targeted automation can restore margin strength and improve ROA and ROE. Balance-sheet measures such as terming-out short-term debt, negotiating covenants and executing selective divestitures can reinforce solvency and reduce refinancing risk. Ethical supplier management and responsible financial communication are essential to maintaining stakeholder confidence during turnaround.
Investment appraisal results confirm that Project C is the most value-accretive capital investment and aligns with GE’s strategic repositioning toward higher-margin segments. However, its successful implementation depends on concurrent liquidity improvements and structural reforms. Project A becomes the rational alternative if liquidity constraints persist, whereas Project B must be avoided due to value destruction.
Overall, GE’s turnaround path requires disciplined capital allocation, operational reconfiguration, and strengthened financial governance. If executed effectively, these measures can elevate profitability, restore financial resilience and move the Z-Score back into the safe zone, enabling GE to rebuild sustainable long-term competitiveness.
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Appendix 
	General Electronics — Financial Statements (All figures in £m)

	
	
	
	
	
	
	

	Consolidated Income Statement (£m)

	Line item
	2024
	2023
	2022
	2021
	2020
	

	Net sales
	394,879
	420,457
	542,751
	601,602
	614,680
	

	Cost of sales
	(280,885)
	(322,897)
	(390,459)
	(428,586)
	(438,424)
	

	Gross profit
	113,994
	97,560
	152,292
	173,016
	176,256
	

	Operating expenses
	(129,291)
	(182,861)
	(137,744)
	(149,763)
	(138,989)
	

	Operating income (loss)
	(15,297)
	(85,301)
	14,548
	23,253
	37,267
	

	Interest income (expenses)
	(3,361)
	(4,332)
	(2,200)
	(566)
	(1,422)
	

	Other income (expenses)
	60
	(2,621)
	(955)
	(6,607)
	8,060
	

	Income (loss) before provision for income taxes
	(18,598)
	(92,254)
	11,393
	16,080
	43,905
	

	Income taxes
	(5,431)
	(5,984)
	(10,986)
	(10,779)
	(5,333)
	

	Net income (loss)
	(24,029)
	(98,238)
	407
	5,301
	38,572
	

	Basic EPS (£)
	(2)
	(8)
	0
	0
	3
	

	Diluted EPS (£)
	(2)
	(8)
	0
	0
	3
	

	Shares used (Basic)
	12,959
	12,855
	12,703
	13,465
	13,893
	

	
	
	
	
	
	
	

	Consolidated Financial Position (£m) — Assets

	Line item
	2024
	2023
	2022
	2021
	2020
	

	Cash and cash equivalents
	26,783
	42,751
	66,740
	60,813
	57,153
	

	Accounts receivable
	114,182
	112,596
	112,346
	129,215
	129,433
	

	Contract assets
	10,346
	4,240
	7,996
	5,012
	9,685
	

	Inventories
	79,355
	88,273
	140,181
	134,469
	120,430
	

	Other current assets
	9,478
	7,325
	 
	 
	 
	

	Income tax receivable
	2,350
	3,666
	4,130
	348
	3,314
	

	Total current assets
	242,494
	258,851
	338,040
	337,146
	326,843
	

	Property, plant, and equipment, net
	34,207
	44,619
	62,791
	74,647
	87,285
	

	Intangible assets
	24,038
	25,349
	24,470
	20,169
	19,710
	

	Operating lease right-of-use assets
	14,322
	18,693
	21,599
	19,847
	19,522
	

	Deferred income taxes (asset)
	6,425
	6,787
	6,242
	7,729
	5,564
	

	Other assets
	1,868
	1,573
	1,936
	2,347
	2,752
	

	Total assets
	323,354
	355,872
	504,163
	510,348
	510,290
	

	
	
	
	
	
	
	

	Consolidated Financial Position (£m) — Liabilities & Equity

	Line item
	2024
	2023
	2022
	2021
	2020
	

	Accounts payable
	72,031
	57,033
	71,373
	92,707
	83,229
	

	Lines of credit
	36,960
	55,000
	88,000
	56,000
	20,000
	

	Accrued compensation
	20,927
	20,305
	20,904
	24,217
	28,931
	

	Accrued sales discounts, rebates and royalties
	5,204
	5,796
	6,477
	9,286
	10,758
	

	Other accrued liabilities
	21,008
	21,181
	24,134
	30,840
	33,057
	

	Total current liabilities
	158,291
	161,148
	216,473
	216,787
	179,510
	

	Operating lease obligations
	9,232
	12,560
	15,027
	14,266
	13,681
	

	Deferred income taxes (liab)
	1,931
	1,992
	2,724
	2,394
	1,913
	

	Income tax payable
	72
	435
	723
	939
	1,054
	

	Other long-term liabilities
	723
	817
	810
	13
	539
	

	Total liabilities
	170,249
	176,952
	235,757
	234,399
	196,989
	

	Common stock
	257
	253
	250
	247
	244
	

	Paid-in capital
	344,697
	336,938
	326,839
	314,094
	302,084
	

	Treasury stock
	(371,930)
	(369,973)
	(368,194)
	(355,159)
	(295,495)
	

	Accumulated other comprehensive income (loss)
	(28,350)
	(20,758)
	(21,187)
	(13,524)
	(18,522)
	

	Retained earnings
	208,431
	232,460
	330,698
	330,291
	324,990
	

	Total shareholders' equity
	153,105
	178,920
	268,406
	275,949
	313,301
	

	Total liabilities and equity
	323,354
	355,872
	504,163
	510,348
	510,290
	

	
	
	
	
	
	
	

	Consolidated Cash Flow Statement (£m)

	Line item
	2024
	2023
	2022
	2021
	2020
	

	Net income (loss)
	(24,029)
	(98,238)
	407
	5,301
	38,572
	

	Depreciation and amortization
	18,058
	22,927
	24,033
	26,747
	29,735
	

	Provision for credit losses
	1,081
	70
	(182)
	332
	 
	

	Deferred income taxes
	(256)
	(1,149)
	1,377
	(1,560)
	(478)
	

	Shares issued for employee benefit plan
	1,063
	1,293
	1,199
	1,092
	1,136
	

	Employee and director stock-based compensation
	6,700
	8,809
	10,013
	9,969
	9,122
	

	Impairment of goodwill
	49,075
	 
	 
	 
	 
	

	Impairment of long-lived assets
	333
	7,963
	2,888
	3,338
	134
	

	Accounts receivable and contract assets
	(12,174)
	5,040
	12,765
	2,007
	14,884
	

	Inventories
	6,239
	51,458
	(9,913)
	(14,985)
	28,295
	

	Prepaid expenses and other assets
	764
	2,860
	(917)
	(630)
	(245)
	

	Accounts payable and accrued liabilities
	15,733
	(21,379)
	(28,670)
	870
	(33,543)
	

	Accrued income taxes
	1,310
	(3,539)
	(2,074)
	2,860
	(6,486)
	

	Net cash from operating activities
	14,822
	25,190
	10,926
	40,283
	73,392
	

	Purchase of term deposit
	 
	 
	(7,487)
	 
	 
	

	Redemption of term deposit
	 
	 
	7,803
	 
	 
	

	Acquisition of the net assets
	 
	(939)
	 
	 
	 
	

	Acquisition of property, plant and equipment
	(4,572)
	(8,116)
	(14,006)
	(12,586)
	(16,862)
	

	Acquisition of intangible assets
	(3,856)
	(5,761)
	(6,579)
	(4,455)
	(6,372)
	

	Net cash from investing activities
	(8,428)
	(13,877)
	(21,208)
	(17,041)
	(23,734)
	

	Borrowings under lines of credit
	102,193
	78,000
	133,000
	112,000
	75,000
	

	Repayments on lines of credit
	(120,000)
	(111,000)
	(101,000)
	(76,000)
	(123,000)
	

	Proceeds from stock option exercised
	 
	1,536
	1,638
	2,805
	 
	

	Treasury stock purchased
	(1,957)
	(1,779)
	(13,035)
	(59,664)
	(17,678)
	

	Net cash from financing activities
	(19,764)
	(34,779)
	20,501
	(22,026)
	65,964
	

	Effect of FX on cash
	(2,598)
	(523)
	(4,292)
	2,444
	(843)
	

	Net change in cash
	(15,968)
	(23,989)
	5,927
	3,660
	(17,149)
	

	Cash at beginning of period
	42,751
	66,740
	60,813
	57,153
	74,302
	

	Cash at end of period
	26,783
	42,751
	66,740
	60,813
	57,153
	

	
	
	
	
	
	
	

	Key Calculations & Ratios

	Gross margin
	28.9%
	23.2%
	28.1%
	28.8%
	28.7%
	

	Operating margin
	(3.9%)
	(20.3%)
	2.7%
	3.9%
	6.1%
	

	Net margin
	(6.1%)
	(23.4%)
	0.1%
	0.9%
	6.3%
	

	
	
	
	
	
	
	

	Net working capital (£m)
	84,203
	97,703
	121,567
	120,359
	147,333
	

	Current ratio
	1.53
	1.61
	1.56
	1.56
	1.82
	

	Quick ratio
	1.03
	1.06
	0.91
	0.93
	1.15
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	Initial Investment
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	Payback (yrs)
	ARR
	NPV (10%)
	IRR
	PI
	Column1
	Column2
	Column3
	Column4
	Column5
	Column6

	-40000000
	10000000
	12000000
	14000000
	10000000
	8000000
	
	#VALUE!
	1324176.814
	0.113272
	1.033104
	-40000000
	-30000000
	-28000000
	-26000000
	-30000000
	-32000000

	-30000000
	6000000
	6000000
	6000000
	6000000
	6000000
	
	#VALUE!
	-7255279.384
	0
	0.758157
	-30000000
	-24000000
	-24000000
	-24000000
	-24000000
	-24000000

	-50000000
	5000000
	10000000
	20000000
	25000000
	15000000
	
	#VALUE!
	4225369.603
	0.127198
	1.084507
	-50000000
	-45000000
	-40000000
	-30000000
	-25000000
	-35000000
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Ratio 2024 2023 2022 2021 2020

PROFITABILITY

Gross margin 0.29 0.23 0.28 0.29 0.29

Operating margin -0.04 -0.20 0.03 0.04 0.06

Net margin -0.06 -0.23 0.00 0.01 0.06

Return on assets (ROA) -0.07 -0.28 0.00 0.01 0.08

Return on equity (ROE) -0.16 -0.55 0.00 0.02 0.12

Interest coverage (EBIT/Interest) -4.55 -19.69 6.61 41.08 26.21

LIQUIDITY

Current ratio 1.53 1.61 1.56 1.56 1.82

Quick ratio 1.03 1.06 0.91 0.93 1.15

Cash ratio 0.17 0.27 0.31 0.28 0.32

EFFICIENCY

Asset turnover (Sales/TA) 1.22 1.18 1.08 1.18 1.20

Receivables turnover 3.48 3.74 4.49 4.65 4.75

Inventory turnover 3.35 2.83 2.84 3.36 3.64

Days Sales Outstanding (DSO) 105 98 81 78 77

Days Inventory Outstanding (DIO) 109 129 128 109 100

Days Payables Outstanding (DPO) 84 73 77 75 69

Cash Conversion Cycle (CCC) 130 154 133 112 108

GEARING

Debt ratio (TL/TA) 0.53 0.50 0.47 0.46 0.39

Debt-to-Equity 1.11 0.99 0.88 0.85 0.63

INVESTMENT (limited)

EPS (basic) -1.85 -7.64 0.03 0.39 2.78

CASH FLOW

CFO / Current liabilities 0.09 0.16 0.05 0.19 0.41

CFO / Total assets 0.05 0.07 0.02 0.08 0.14

ALTMAN Z (approx; BV equity for MV)

Altman Z-Score 2.82 2.24 3.06 3.22 3.64
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