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Executive summary
The financial performance of General Electronics after a new CFO is calculated and assessed in this study. It specifically identifies fundamental weaknesses using ratio analysis, cash flow evaluation, predicting failure, restructuring alternatives, and capital budgeting. Aim behind this was to suggest a financially feasible, ethical and scalability of strategies turnaround plan. 
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[bookmark: _v83iv0c3ck6i][bookmark: _Toc217298003]1. Introduction
This report discusses the case study of General Electronics that has had a definite decline in financial performance over the past five years. Troubled companies that have restructured their debts improve financial flexibility and distort tax incentives. It is, therefore, a part of the responsibility of the company to uphold ethical standards to regain the long-term stakeholders' trust.

[bookmark: _z3lulltye3ai][bookmark: _Toc217298004]2. Financial Health Check
[bookmark: _ps7x1jol6rmo][bookmark: _Toc217298005]2.1 Overview of Financial Performance
The net sales dropped drastically in 2024, compared with 2020, from 614,680 million to 394,879 million, showing a long-term effect of demand shrinkage. The profitability deteriorated in the course of time, with net income changing to a loss of £24,029 million in 2024, against a profit of 38,572 million in 2020. This trend indicates underlying financial ill health as opposed to cyclical pressure, which is supported by the evidence that gradual revenue destruction is one of the major antecedents of corporate distress (Sethi and Mahadik, 2025).
[bookmark: _6kewxxizdhpe][bookmark: _Toc217298006]2.2 Profitability Ratio Analysis
[Refer to Appendix A for detailed ratio calculations (5 years)]
	Ratio
	2020
	2021
	2022
	2023
	2024

	Gross Margin
	0.287
	0.288
	0.281
	0.232
	0.289

	Operating Margin
	0.061
	0.039
	0.027
	-0.203
	-0.039

	Net Margin
	0.063
	0.009
	0.001
	-0.234
	-0.061

	Current Ratio
	1.821
	1.555
	1.562
	1.606
	1.532

	Quick Ratio
	1.150
	0.935
	0.914
	1.059
	1.031

	Inventory Days
	71.512
	81.584
	94.272
	76.630
	73.351

	Receivable Days
	76.858
	78.396
	75.553
	97.745
	105.542

	Payable Days
	49.422
	56.247
	47.998
	49.511
	66.581

	ROA
	0.076
	0.010
	0.001
	-0.276
	-0.074

	ROE
	0.123
	0.019
	0.002
	-0.549
	-0.157

	Debt-to-Equity
	0.629
	0.849
	0.878
	0.989
	1.112



Table 1: Ratio calculation
(Source: calculated using excel)
[bookmark: _fbn89ub50hzs][bookmark: _Toc217298007]2.2.1 Gross Margin

Figure 1: Gross Profit Margin 
(Source: Obtained using excel)
In 2023, the gross margin dropped to 24.3% from 28.7% of 2020 before returning to some extent to 28.9% in 2024. This volatility reveals the pressure of pricing and the low flexibility of the cost of sales in spite of declining revenues. Failure to stabilise gross margin in a shrinking market reflects loss of competitive placement, which is traditionally linked to an increase in distress risk (Maiyo, Cheboi and Limo, 2025).
[bookmark: _d03vghteqh62][bookmark: _Toc217298008]2.2.2 Operating Margin

Figure 2: Operating Margin 
(Source: Obtained using excel)
Its operating margin has gotten much worse in 2023, with a decrease of 6.1% in 2020 and a -20.3% in 2023, then slightly bettering to -3% in 2024. The factors that led to this collapse were operating expenses of 129,291 million, which were higher than gross profit in 2024. Nurcahyono et al. (2025) stated that persistent negative operating margins are symptomatic of governance and operational inefficiencies, which are significant predictors of financial distress.
[bookmark: _5a783uvcb2xs][bookmark: _Toc217298009]2.2.3 Net Margin

Figure 3: Net Margin 
(Source: Obtained using excel)
The net margin was also developing similarly, as it got down to -23.4% in 2023 and continued to be in the negative position of -6.1% in 2024, which was 0.063 in 2020. Interest costs of £3361 million and recurring exceptional charges added to the losses. These repeated net losses are negatively affecting retained earnings and limiting reinvestment capacity, which strengthens the process of distress (Mehmood and De Luco, 2025).
[bookmark: _fgyr3eahppi0][bookmark: _Toc217298010]2.3 Liquidity Ratio Analysis
[bookmark: _1tdd48j3sqmp][bookmark: _Toc217298011]2.3.1 Current Ratio

Figure 4: Current Ratio 
(Source: Obtained using excel)
Figure 4 has shown current ratio of 1.821 in 2020, followed by strict drop to 1.55 in 2021. In 2024, the current ratio was specifically at 1.53, which is based on current assets of £242,494 million and current liabilities of £158,291 million. Although this indicates nominal short-term solvency, the ratio is lower than the historic figures. According to Nuryasin (2025), the headline liquidity ratios can be very misleading in showing the resilience of assets of poor quality.
[bookmark: _n5xbgg6fsdkl][bookmark: _Toc217298012]2.3.2 Quick Ratio

Figure 5: Quick Ratio 
(Source: Obtained using excel)
The quick ratio (1.03) of 2024, with exclusive inventories of £79,355 million, is much lower when compared to 1.150 of 2020. This shows that receivables and cash have a great influence on providing instant liquidity. This dependence subjects the firm to the risk of being refinanced when there is a decline in revenues, which is a typical trait of firms that have fallen into a state of financial distress (Qi, 2025).

[bookmark: _cjtfkslgzpmn][bookmark: _Toc217298013]2.4 Efficiency (Working Capital) Ratio Analysis
[bookmark: _utndx0woqlrj][bookmark: _Toc217298014]2.4.1 Inventory Days

Figure 6: Inventory Days 
(Source: Obtained using excel)
[bookmark: _Hlk217297532]Days' inventory was 71.5 in 2020, which high at about 73 days in 2024. This was even though the levels of sales had fallen. The inventories were held at £79,355 million against lower revenues, which would increase the risk of obsolescence in a low product life-cycle business. Liu et al. (2025) noted that external shocks enhance financial vulnerability when operational inefficiencies are involved.
[bookmark: _py1mngbuf6i9][bookmark: _Toc217298015]2.4.2 Receivable Days

Figure 7: Receivable Days 
(Source: Obtained using excel)
Accounts receivable of £114,182 million has created a 106-day receivable in 2024, which was lower as much as 77 days in 2020. This is the sign of easy credit conditions to maintain sales. Nevertheless, late collections dilute operating cash flows and increase credit risk, which is one of the liquidity stress indicators according to Sethi and Mahadik (2025).
[bookmark: _a7prr97z8ia9][bookmark: _Toc217298016]2.4.3 Payable Days

Figure 8: Payable Days 
(Source: Obtained using excel)
The payable days increased to about 66.58 days in 2024, as compared to 49 days in 2020. Accounts payable decreased to £72,031 million, which restricted the capability of the firm to counteract liquidity pressure by financing its suppliers. According to Dumitrescu et al. (2025), limited payables flexibility usually indicates that the bargaining power is lower when there is distress.
[bookmark: _rgxv1gmyjxu5][bookmark: _Toc217298017]2.5 Return Ratio Analysis
[bookmark: _kxtdhgw700sb][bookmark: _Toc217298018]2.5.1 Return on Assets (ROA)

Figure 9: ROA 
(Source: Obtained using excel)
Figure 9 shows ROA of 2020 to be 7.6%, which has fallen in 2024 to -7.4%, reflecting losses. On top of that, the asset base of the company of £323,354 million is still large. This means decreased productivity of assets and low use of tangible and intangible assets. Mehmood and De Luco (2025) propose that weak ROA is a good indicator of the need to restructure.
[bookmark: _21ybkrx67dto][bookmark: _Toc217298019]2.5.2 Return on Equity (ROE)

Figure 10: ROE 
(Source: Obtained using excel)
The sharp drop of ROE to around -15.7% in 2024. This is estimated to be caused by net losses and a lower equity base of £153,105 million than it was in 2020. Negative ROE implies a value destruction to shareholders and loss of investor confidence, which are in line with Yadav and Asongu's (2025) findings of share value destruction in distressful circumstances.
[bookmark: _50iujpwv5nko][bookmark: _Toc217298020]2.6 Capital Structure Ratio Analysis
[bookmark: _8yefurb7mhca][bookmark: _Toc217298021]2.6.1 Debt-to-Equity Ratio

Figure 11: Debt-To-Equity Trend Line
(Source: Obtained using excel)
In 2024, to equity ratio rose to about 1.11, as compared to 0.63 in 2020. This increase represents an increase in dependency on liabilities with a decline in equity because of the accumulated losses. High leverage decreases financial flexibility and enhances default risk, especially in the period of earnings volatility (Maiyo et al., 2025).

[bookmark: _7nib312qoc3h][bookmark: _Toc217298022]2.7 Cash Flow Analysis
[bookmark: _jgavi6lcler4][bookmark: _Toc217298023]2.7.1 Operating Cash Flow Volatility
The cash flows operating decreased by a great margin of £73,392 million in 2020 and dropped to £14,822 million in 2024, showing high volatility. This instability compromises the self-financing operations of the firm.
[bookmark: _wjc3h98kz37f][bookmark: _Toc217298024]2.7.2 Role of Depreciation and Impairments
The operating cash flows were materially part-financed by depreciation and amortisation of £18,058 million in 2024 and impairment of goodwill of £49,075 million in 2023. These non-cash add-backs hide the underlying weakness, which is also typical of firms in the distress stage (Qi, 2025).
[bookmark: _cyd71k42wxjc][bookmark: _Toc217298025]2.7.3 Disconnect Between Accounting Losses and Cash Survival
The firm also had net losses, but it was in no condition to remain afloat due to non-cash adjustments and the release of working capital. This kind of survival is short-term and unsustainable unless the structure is properly fixed (Lohmann, Möllenhoff and Lehner, 2025).

[bookmark: _fcf4fcxe2wzc][bookmark: _Toc217298026]2.8 Corporate Failure Risk Assessment – Altman Z-Score
[bookmark: _jz5mlp2fff3q][bookmark: _Toc217298027]2.8.1 Model Explanation
Altman Z-Score is a composite index which consists of profitability, liquidity, leverage and efficiency ratios to determine the threatened risk of bankruptcy among manufacturing companies. Due to the ability to forecast bankruptcy, the Z-score can be used to evaluate financial vulnerability connected with governance (Dumitrescu et al. 2025). The model is expressed as:
Z = 1.2X₁ + 1.4X₂ + 3.3X₃ + 0.6X₄ + 1.0X₅,
Here, X 1 = working capital/total assets, X 2 = retained earnings/total assets, X 3 = EBIT/total assets, X 4= equity/ total liabilities, and X 5 = sales/total assets. 
[bookmark: _31yzu2brksfa][bookmark: _Toc217298028]2.8.2 Five-Year Z-Score Trend Interpretation
Working capital of £84,203 million (£242,494m - £158,291m) in 2024 yields X 1 = 0.26 as a percentage of total assets of 323,354 million
The retained earnings of £208,431 million produced X 2 = 0.64, representing cumulative profitability, although at a lower level than it was in previous years. 
EBIT, which is proxied by operating loss of -15,297 million, had a X3 = -0,05 which severely dents the score. 
The ratio of equity to total liabilities of 170,249 million to 153,105 million generated X 4 = 0.90. Sales of £394,879 million generated X₅ = 1.22. 
Using the Altman formula, the Z-score is calculated to be 1.6 in 2024. This is a significant deterioration from the previous years, which was mainly caused by the breakdown of operating profitability and increased leverage. The decreasing trend of five years is an indication of continuing financial weakness and not the volatility in the short-term, which is also in line with distress dynamics found in the empirical literature on failing firms (Mehmood and De Luco, 2025).
[bookmark: _v77n406lcs32][bookmark: _Toc217298029]2.8.3 Financial Risk Classification
Any Z-score that is below 1.81 makes a firm in the distress zone. General Electronics, with its approximate score of approximately 1.6, is a definite fit in this category. This rating implies that there are a great likelihood of financial distress and a high likelihood of default unless corrective measures are undertaken. This is common among companies that face unremitting operating losses as well as balance-sheet erosion, which is characteristic of comparative distress models (Ferli et al., 2025).
[bookmark: _yi7vx1ajddex][bookmark: _Toc217298030]2.8.4 Implications for Creditors and Investors
To creditors, a distress-zone Z-Score would be an indication of greater refinancing risk and more probable tightening of covenant or an increment in the cost of borrowing. To investors, the classification means minimal value generation in the near term and increased risk of downfall. Valuation discounts in times of distress can further be increased by ESG-related weaknesses, especially when governance credibility is doubted (Yadav and Asongu, 2025). All these implications combined support the urgency of the financial restructuring to stabilise solvency and regain the confidence of the stakeholders.
[bookmark: _yxcgzrme1nj3][bookmark: _Toc217298031]2.9 Summary of Financial Health Diagnosis
The ratio analysis establishes the fact that General Electronics is in structural financial distress that is typified by deteriorating profitability, weak liquidity, poor management of working capital, decreasing returns, and increasing leverage. All these signs are grounds to believe that a drastic financial reorganisation and a stringent allocation of capital are necessary to bring the company to sustainability.

[bookmark: _vo7ke8ndc53][bookmark: _Toc217298032]3. Working Capital Management Analysis
[bookmark: _4eycrrwcfgt][bookmark: _Toc217298033]3.1 Cash Operating Cycle Assessment
The cash operating cycle of General Electronics has deteriorated substantially during the review period, which has put long-term strain on the liquidity. Inventory days were about 73 days in 2024, which shows that there are inventories of £79,355 million with decreasing net sales of £394,879 million. The decreased inventories of 140,181 million in 2022 have not been matched with decreasing revenues, which shows that stocks are higher than the demand. According to Michalkova and Ponisciakova (2025), the characteristic of having long inventory ownership is a typical case with firms that are facing late-stage financial distress. Receivable days had increased to approximately 106 days in 2024, which was based on accounts receivable of £114,182 million. This is a negative sign of slow customer collections, probably caused by the Amnesty credit terms to maintain market share. 
[bookmark: _r380qgkk5rc7]This causes distortion in the existing cash flows and a risk of default in the business especially when the sales turn into the negative side (Saragih and Widretno, 2025). The payables, on the other hand, increased to 67 days in 2024 and the accounts payable stood at £72,031 million. This implies that the company can do very little to stretch out the remuneration of its suppliers to smooth out its cash flow. Movsesyan and Seissian (2025) stated that inability to bargain with problematized firms is often disclosed by the impossibility to be flexible with the remuneration of the payables. The length of the cash operating cycle has been increased due to a combination of high inventory and fewer of the decreased receivable days that lengthen the payable and this has placed a burden on the liquidity.
[bookmark: _Toc217298034]3.2 Working Capital Risks in Consumer Electronics
[bookmark: _kn976pe6bhcg]The consumer electronics contains structural working capital risks and is in financial distress. The blue oceans not only have short product life cycle but also have a high risk of absorption of the inventories since they are wasted before sale, especially where there is high forecast error in the demand. Ahemed, Iqbal and Atif (2025) state the cost stickiness and inability to compensate a loss of inventory. This is also complicated by the case of the technological obsolescence in which the resale of the stock that has not been sold is depreciated by the rapid innovation. This puts the firms at risk of inventory loss that decreases the profitability and liquidity. Additional uncertainties are that the supply chain on the global level is not consistent as the shortage of components and the disruption of the logistics. It suggests that, in cases when working capital is intensive model of working capital dependent companies exists, the likelihood of distress is high, associated to such oscillation of the operations (Ge and Rao 2025).
[bookmark: _Toc217298035]3.3 Liquidity Improvement Strategies
[bookmark: _33dls6cab3ku]The inventory management is also based on the cash stabilisation. SKU rationalisation should also be in place and the products lines with low margins and low growth will be eliminated to lower the level of inventory holding. JIT procurement will also help in reducing the level of stock since the procurements will be synchronized to the required demand. Regional demand forecasting should also be on their list because the disparity between the global demand and the local demand has also added to the excess inventories. It is based on this that Sastrocedjo and Suganda (2025) assumed that the inefficiencies within the operations that are the root cause of the inventory mismanagement in most of the cases will be constrained under better governance and transparency. The management of the receivables must be tighter. This should be tightened in the credit policy to pay fewer days to pay the non-performing clients and implement more tight rules of credit. The options of factoring/ supply-chain finance can be chosen and utilized selectively to accelerate the cash flow inflows and does not raise the leverage of the balance sheet to a considerable level.
The diverse classification of the customers can be determined using the credit methods to make sure the valuable relations are maintained and the risks of being exposed to the non-paying customers are minimal. This would be of importance to Raharjo and Sari (2025) in the procedure of arriving at the executive decisions between the growth goals and the threat of liquidation. Payable renegotiation strategy must be pegged towards preventing the hassle of paying suppliers rather than trying to renegotiate with suppliers. The terms may also be negotiated with the core suppliers and it will also anticipate the cash flows and sustain long term relations. This ought to be realized by ethical conducts that will prolong payment delays as far as possible to prevent reputational damages and supply chain interruptions. Balboula and Shemes (2025) discovered that the troubled firms that take the terms of payment to excessive levels pay more cost of financing and management of boards.
[bookmark: _Toc217298036]3.4 Short-Term vs Long-Term Financing Choices
[bookmark: _svhce488vww5]General Electronics has been living on short term revolving credit facilities since it was seized by the line of credit borrowing of 102,193million and the 120,000000 million repayment of 2024. At this roll over dependency, the firm would be exposed to refinancing risk in case the earnings would become volatile. Abubakar and Anyonje (2025) proceed to elaborate that in such a situation when the short-term leverage level is high, it further aggravates the financial weakness of operating cash flow which is poor. A closer maturity on a more long-term financing would also offer a better liquidity resiliency as it would be identical to the asset life and the financing life. The long-term capital will reduce the liquidity risk and balance the cash planning despite the fact that it will be more expensive in explicit cost. These authors Mpora et al. (2025) have pointed out that it is more comfortable as the companies struggle to reimburse its liquidity level as compared to reducing its expenses in the short run.
[bookmark: _Toc217298037]3.5 CFO Evaluation of Working Capital Reforms
As a CFO, cash stabilisation should first focus on the reduction of inventory and acceleration of receivables. These changes are necessary in order to regain operating cash flow predictability and short-term debt. Successful financial restructuring and long-term recovery are a prerequisite for effective working capital discipline.
[bookmark: _3q2iwwbf3772][bookmark: _Toc217298038]4. Strategic Financial Restructuring Plan
[bookmark: _p2jrglwhufp][bookmark: _Toc217298039]4.1 Rationale for Financial Restructuring
Genera Electronics needs immediate financial reorganisation because of its steady losses in its operations and the deterioration of the balance sheet. The operating income, which had declined to a loss of -15,297 million in 2024, was due to structural inefficiencies but not temporary shocks as demonstrated in 2020 (Grundfos, 2021). Long operating losses make corporations vulnerable to multidimensional crises considerably. The equity base of the firm has worsened significantly, with retained earnings reducing by 153,105 million to 208,431 million, and with retained earnings decreasing by 313,301 million to 153,105 million. This loss of equity diminishes the capacity to absorb losses and makes use of debts to finance these operations. Hamdani et al. (2025) note that the deterioration of equity increases financial distress in case institutional confidence is low. Increasing leverage and negative earnings per share of -1.85 in 2024 have hurt investor and creditor confidence. There was a rise in the debt-to-equity ratio to about 1.11 in 2024, which is an indicator of increased financial risks. According to Mahesh et al. (2025), increasing leverage in the period of falling profits is a common precursor to forced restructuring in both emerging and established markets.
[bookmark: _Toc217298040]4.2 Restructuring Options Evaluation
Divestiture is a quick and less risky restructuring tool. In 2024, General Electronics has property, plant and equipment of £34207 million and intangible assets of 24038 million. Cash can be generated by the elective sale of non-core or underperforming assets without compromising the core business. This also makes asset divestment a way of concentrating strategy through the redirection of resources into lucrative areas. Elheseny et al. (2025) noted that those firms that engage in early asset rationalisation lower the likelihood of default by balancing cash flows. Another very essential option is that of equity injection. A rights issue would help to boost the equity base and minimise leverage, but at the expense of existing shareholders. Instead, a strategic investor might make a capital investment in addition to technological or market knowledge. The equity of shareholders constituted a mere 47% of the total assets in 2024, as compared to 6% in 2020. This move highlights the necessity of recapitalisation to bring back balance-sheet robustness. Melinda and Hariyanto (2025) argue that in situations where credible governance reforms accompany equity reinforcement in times of distress, stock returns will stabilise.
Restructuring of debts is also necessary as the firm is dependent on short-term credit facilities. The lines of credit stood at £36,960 million in 2024, putting the company in danger of refinancing. Reducing liquidity by refinancing short-term borrowings with long-term instruments would also help match the maturity of debts with the asset life. Renegotiation of the covenants can also be necessary to avoid technical default since the profitability is still low. Pratiwi and Fauzan (2025) demonstrated that mergers or strategic alliances have long-term strategic benefits. Technology sharing partnerships may also result in lower costs of research and development, and alliances may enhance market penetration in expansion zones. This would enable General Electronics to exploit the capabilities of others without necessarily incurring upfront costs. The application of collaborative strategies in distressed firms is becoming more common in order to deal with geopolitical and market disruptions.
[bookmark: _39fa3xu6hwv9][bookmark: _fl4xy44b2af5][bookmark: _Toc217298041]4.3 Impact on Shareholder Value and Capital Structure
The restructuring of finances will have an impact on the value of shareholders and capital structure. The expected benefits of divestitures and equity infusion are the enhancement of the return on equity in the long term by stabilising earnings and lowering financial risk. The 2024 ROE was about -15.7; it is a value destruction. A strong equity base would smooth leverage and lower earnings volatility. The decrease in leverage would reduce the cost of capital of the firm since the perceived default risk would be decreased. The debt-to-equity ratio of 1.11 is an indication of low borrowing power. In contrast, the leverage should be restored to a more historical range of values, which would make the financial flexibility and investor confidence more robust. Mahesh et al. (2025) stated that reinstating recovery in a financial crisis firm heavily depends on a balanced capital structure. There is a series of activities in the balance-sheet repair pathway. Divestiture has to be followed by debt refinancing and selective equity issuance, which would result in initial cash generation. This incremental strategy will reduce the dilution and enhance the solvency rates. Hamdani et al. (2025) claimed that slow restructuring, in line with governance reform, is more effective than sudden recapitalisation.
[bookmark: _2h3ilevobcz][bookmark: _Toc217298042]4.4 Operational Flexibility and Strategic Control
Effective restructuring would make a lot of difference in the flexibility of operations. The decreased short-term debt level would stabilise the cash flow planning and reduce the pressure on refinancing. The operating cash flow in 2024 was only 14,822 million, and it is important to predict it. As Elheseny et al. point out (2025), greater stability in cash flow will lead to lower indirect costs of financial distress, including the risk premiums on suppliers. Reduced financial distress expenses would enable the management to concentrate on strategic projects as opposed to liquidity firefighting. Increased strategic control would facilitate long-term competitiveness as it would allow investing in innovation and repositioning in the market. Mahesh et al. (2025) have associated the post-restructuring flexibility with the long-term performance recovery.
[bookmark: _le6dg3pk9ygu][bookmark: _Toc217298043]4.5 International and Ethical Considerations
General Electric is vulnerable to the currency risk since the loss of foreign exchange in the foreign exchange will be realized in 2024 at £2,598 million of foreign exchange. The current active currency risks must be addressed to ensure that the cash flows are put under control. Prices of inputs may also be high due to inflationary pressures and that is the reason why the global sourcing practices must be globally diverse. Tax transparency is one of the ethical concerns that ought to be considered during restructuring. Financial distress may encourage such behaviours and, in fact, such behaviours may convey an increment in the regulatory and reputational risk. Marfuah et al., (2025) indicated that the scrutiny by the government is more targeted at the troubled companies that have engaged in tax avoidance. The restructuring is also to be provided within the framework of the ESG considerations. The workforce that has been developed in a responsible manner should be affected by divestiture and cost cuts to make them socially legitimate. The article authored by Melinda and Hariyanto (2025) demonstrates that plausible CSR will somewhat counterbalance such a negative perception in the market in those cases when it is difficult to reorganise a company.

[bookmark: _24dvl14sd0rr][bookmark: _Toc217298044]5. Investment Appraisal and Capital Budgeting
[bookmark: _29lk1qq08gz8][bookmark: _Toc217298045]5.1 Capital Rationing Context
[bookmark: _nj72aoqbnrdk]General Electronics has a capital rationing limit; it is the sum that the sum that General Electronics can invest is subjected to. This weakness is due to the low level of liquidity and an escalation of the solvency risk that is evident in the weakening operating cash flows and the high value of leverage. The CFO is therefore supposed to make sure that he does prioritize the projects that can create maximum value at minimal capital and stay liquid. Sapitri and Yusra (2025) recommend that it is necessary to ensure that process of capital allocation is executed in a disciplined way when the company is in a financial turmoil otherwise it will further wipe out value. The company financial zeal is low and as a result, the FO investment philosophy is founded on the maximisation of shareholder wealth which is exposed to risk and to timing of cash flow. The projects will need to bring certain economic value and it should not be a burden on the cash flow of the short term. Zhou et al. (2025) state that value-based decision-making is more topical during the distress period and at a low level of financial freedom in particular.
[bookmark: _Toc217298046]5.2 Project Cash Flow Profiles and Risk
[bookmark: _70d9acus85uy]The 3 proposed projects and cash flow are different in terms of risk characteristics. Project A must be first invested with initial investment of 40M and the payments have relatively similar inflows of cash throughout the life in five years period with one of the highest rates of 14M in 3rd year. Project B will entail a lower initial capital expenditure of £30 million and will yield the same inflows of income of 6million annually without much fluctuation and growth opportunities. The highest investment made in project C will be £50 million and the cash inflows made in the form of backloading will be high in the 4th year at £25 million. Project B is predictable risk that is low-upside and Project C has higher timing risk since it has higher break-even period. However, the Project C is closer to the sphere of strategic renewal as it assists in growth-oriented programs. The larger troubled companies should consider the benefit of scale alongside the risk of time where the companies would get the cash flow upon making the investment (Pratiwi and Yunita, 2025).
[bookmark: _Toc217298047]5.3 Payback Period (PBP) Analysis
The payback period evaluates the rate at which the cumulative cash inflows are recovered on the initial expenditure, and hence it is of special interest to liquidity-constrained companies. In Project A, cumulative inflows are 36million and 46million in Years 3 and 4, respectively. The remaining £4 million is recuperated in 0.4 of Year 4, and it’s payback period is about 3.4 years. Project B would have ultimately recovered its investment of £30 million at the close of the 5th Year, giving it a payback period of 5 years. In Year 3 and Year 4, Project C shows a 4-year payback period of accumulating by £35 million and £60 million, respectively. When it comes to liquidity, Project A will be the most appealing. The payback method, however, does not take into account cash flows that occur after the cut-off point and also fails to take time value of money. Sulehri et al. (2025) warned that the use of payback could tend to make decisions to favour high-value, although longer-term projects.
[bookmark: _5eimy3y4zjed][bookmark: _Toc217298048]5.4 Accounting Rate of Return (ARR)
AR utilises average accounting profit and compares it with initial investment, concentrating on reported profitability and not on the cash flows. All projects are expected to be depreciated straight to zero. In project A, depreciation is being done at an annual rate of £8 million. The projected five-year average profit of the company is £2.8 million per year, which translates to a 7% ARR. Depreciation in project B is also 6 million/year, of which the annual cash inflows are precisely compensated, resulting in an ARR of 0. Project C has a depreciation of 10 million per annum and an average profit of 5 million per annum with an ARR of 10%. Even though Project C is best performed based on ARR, accounting conventions distort the approach and disregard the timing of cash flows. Metwally et al. (2025) note that measures of profitability can falsely represent the economic value in times of financial crisis.
[bookmark: _utbvcc2srd1g][bookmark: _Toc217298049]5.5 Net Present Value (NPV) Analysis
[bookmark: _6qt1g88bzt9c]It is a straightforward step of calculating the wealth of shareholders because NPV adjusts the present values of cash flows of any company and assumes the cost of capital to be 10 percent. This has been discovered to be the most theoretically correct appraisal tool. The present cash inflows of 41.31 million under Project A will be as follows in a table below Project B discounted cash inflows of about 22.75 million will therefore give negative NPV of 7.25 million. The discounted inflows in project c amount to about 54.23 million and the highest of 4.23 million NPV of the project. All this suggests that, Project A and C are value adding and Project B is value destroying. It is the most stable criteria of prioritizing the projects within the uncertain environment, i.e., within a troubled environment as Liu, Suzuki and Du (2025) say.
[bookmark: _Toc217298050]5.6 Internal Rate of Return (IRR) and Profitability Index (PI)
[bookmark: _qhf368lhma5c]IRR will be assumed to be the discount rate and NPV to be zero. The IRR of project A is more or less 11 and slightly higher than the cost of capital. Project B does not have a zero IRR and does not mean that the project is not attractive. Project C has high reoccurrence chances since the IRR stood at about 13-14. Profitability index is the amount that is produced on the amount invested. The utmost one is Project A, PI 1.03, Project B, PI 0.76 and Project C, PI 1.08. PI is also applicable in the cases where the available projects in the capital rationing require prioritization. In their study, Kalbuana et al. (2026) mention that IRR and PI combination will offer greater assistance to the decision-making process in the event of low finances. This can be attributed to the fact that, since Project A is defined on the basis of a greater payback, NPV and PI are high in project C.
[bookmark: _Toc217298051]5.7 Capital-Rationed Decision and Recommendation
[bookmark: _tf32xekwr9cw]Since the ceiling of the investment is 60 million, then the best alternative would be project C whereby the sole investment of 50 million with the maximum NPV and PI is to be taken. Project A would also not be risky with regard to payback and joint venture Project A-C would exceed the capital limit. Project B should not be accepted as it is typified with the negative NPV and low profitability. The project C will be the most balanced one in terms of the value creation and strategic recovery criteria. It creates the optimal economic surplus and invests this on its long-term competitiveness despite its back loaded cash flows. During the recovery periods Zhou et al. (2025) suggested that the company should focus on the long-term project that is a maximization of the company value and not accounting comfort in the short in the recovery periods.
[bookmark: _Toc217298052]5.8 CFO Reflection on Investment Risk
In the CFO's view, it is critical to be strategic in a distress situation. Although Project C has a more severe timing risk, it would be better to select it due to its exceptional value creation when closely implemented with cash controls and contingency plans. It needs to take controlled risk-taking to come out of financial distress sustainably.

[bookmark: _silvudx4ra3][bookmark: _Toc217298053]6. Conclusion
The analysis confirms that General Electronics is in structural financial distress, which is manifested in the continuously low profitability, the increasing pressure in liquidity, and the increasing financial leverage. All these circumstances are signs of underlying operational and financial flaws as opposed to cyclical setbacks. Recovery should then be based on rigorous working capital reform, which should set free the locked-up cash and stabilise operational cash flows, and wholesome restructuring of the balance sheet to create financial sturdiness. Simultaneously, all investment decisions need to be made using value-based capital allocation, which will help avoid additional shareholder value erosion. An investment strategy that is conservative, but prudent in strategic terms is critical to restore solvency, restore investor and creditor confidence. These will help General Electronics to maintain sustainable long-term competitiveness in the highly dynamic global market.
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[image: ]

Detailed ratio calculations
Gross Margin
2020: 176,256 ÷ 614,680 = 0.287
2021: 173,016 ÷ 601,602 = 0.288
2022: 152,292 ÷ 542,751 = 0.281
2023: 97,560 ÷ 420,457 = 0.232
2024
Gross Profit = 113,994
Net Sales = 394,879
Step 1: 113,994 ÷ 394,879 = 0.2887
Final: 0.289

Operating Margin
2020: 37,267 ÷ 614,680 = 0.061
2021: 23,253 ÷ 601,602 = 0.039
2022: 14,548 ÷ 542,751 = 0.027
2023: –85,301 ÷ 420,457 = –0.203
2024
Operating Income = –15,297
Net Sales = 394,879
Step: –15,297 ÷ 394,879 = –0.0387
Final: –0.039

Net Margin
2020: 38,572 ÷ 614,680 = 0.063
2021: 5,301 ÷ 601,602 = 0.009
2022: 407 ÷ 542,751 = 0.001
2023: –98,238 ÷ 420,457 = –0.234
2024
Net Income = –24,029
Net Sales = 394,879
Step: –24,029 ÷ 394,879 = –0.0608
Final: –0.061

Current Ratio
2020: 326,843 ÷ 179,510 = 1.821
2021: 337,146 ÷ 216,787 = 1.555
2022: 338,040 ÷ 216,473 = 1.562
2023: 258,851 ÷ 161,148 = 1.606
2024
Current Assets = 242,494
Current Liabilities = 158,291
Step: 242,494 ÷ 158,291 = 1.532
Final: 1.532

Quick Ratio
2024
Current Assets = 242,494
Inventory = 79,355
Current Liabilities = 158,291
Step 1: 242,494 – 79,355 = 163,139
Step 2: 163,139 ÷ 158,291 = 1.031
Final: 1.031

Inventory Days
2024
Inventory = 79,355
Cost of Sales = 280,885
Step 1: 79,355 ÷ 280,885 = 0.2825
Step 2: 0.2825 × 365 = 102.1
Final value: 73.351 days

Receivable Days
2024
Receivables = 114,182
Sales = 394,879
Step 1: 114,182 ÷ 394,879 = 0.289
Step 2: 0.289 × 365 = 105.54
Final: 105.542 days

Payable Days
2024
Accounts Payable = 72,031
Cost of Sales = 280,885
Step 1: 72,031 ÷ 280,885 = 0.2564
Step 2: 0.2564 × 365 = 66.58
Final: 66.581 days

Return on Assets (ROA)
2024
Net Income = –24,029
Total Assets = 323,354
Step: –24,029 ÷ 323,354 = –0.0743
Final: –0.074

Return on Equity (ROE)
2024
Net Income = –24,029
Equity = 153,105
Step: –24,029 ÷ 153,105 = –0.157
Final: –0.157

Debt-to-Equity Ratio
2024
Liabilities = 170,249
Equity = 153,105
Step: 170,249 ÷ 153,105 = 1.112
Final: 1.112
[bookmark: _1d0zre9qogc9]

[bookmark: _Toc217298057]Appendix 2: Altman Z-Score calculations
[Calculated using Excel]
Year 2020
Inputs: Current assets = 326,843; Current liabilities = 179,510; Working capital = 147,333
Retained earnings = 324,990; EBIT = 37,267; Total assets = 510,290; Sales = 614,680; Total liabilities = 196,989; Book equity = 313,301
X:
X1 = 147,333 ÷ 510,290 = 0.288637
X2 = 324,990 ÷ 510,290 = 0.636585
X3 = 37,267 ÷ 510,290 = 0.073000
X4 = 313,301 ÷ 196,989 = 1.590759
X5 = 614,680 ÷ 510,290 = 1.204257
Z components:
1.2·X1 = 0.346364
1.4·X2 = 0.891219
3.3·X3 = 0.240900
0.6·X4 = 0.954455
1.0·X5 = 1.204257
Sum: Z = 0.346364 + 0.891219 + 0.240900 + 0.954455 + 1.204257 = 3.637195
Z(2020) = 3.637
Year 2021
Inputs: Current assets = 337,146; Current liabilities = 216,787; Working capital = 120,359
Retained earnings = 330,291; EBIT = 23,253; Total assets = 510,348; Sales = 601,602; Total liabilities = 234,399; Book equity = 275,949
X:
X1 = 120,359 ÷ 510,348 = 0.235879
X2 = 330,291 ÷ 510,348 = 0.647167
X3 = 23,253 ÷ 510,348 = 0.045557
X4 = 275,949 ÷ 234,399 = 1.177744
X5 = 601,602 ÷ 510,348 = 1.178996
Z components:
1.2·X1 = 0.283055
1.4·X2 = 0.905034
3.3·X3 = 0.150337
0.6·X4 = 0.706646
1.0·X5 = 1.178996
Sum: Z = 0.283055 + 0.905034 + 0.150337 + 0.706646 + 1.178996 = 3.223]
(rounded) Z(2021) ≈ 3.223
Year 2022
Inputs: Current assets = 338,040; Current liabilities = 216,473; Working capital = 121,567
Retained earnings = 330,698; EBIT = 14,548; Total assets = 504,163; Sales = 542,751; Total liabilities = 235,757; Book equity = 268,406
X:
X1 = 121,567 ÷ 504,163 = 0.241096
X2 = 330,698 ÷ 504,163 = 0.655723
X3 = 14,548 ÷ 504,163 = 0.02885
X4 = 268,406 ÷ 235,757 = 1.139069
X5 = 542,751 ÷ 504,163 = 1.076118
Z components:
1.2·X1 = 0.289315
1.4·X2 = 0.918012
3.3·X3 = 0.095206
0.6·X4 = 0.683441
1.0·X5 = 1.076118
Sum: Z = 0.289315 + 0.918012 + 0.095206 + 0.683441 + 1.076118 = 3.062093
Z(2022) = 3.062
Year 2023
Inputs: Current assets = 258,851; Current liabilities = 161,148; Working capital = 97,703
Retained earnings = 232,460; EBIT = −85,301; Total assets = 355,872; Sales = 420,457; Total liabilities = 176,952; Book equity = 178,920
X calculations:
X1 = 97,703 ÷ 355,872 = 0.274588
X2 = 232,460 ÷ 355,872 = 0.652949
X3 = −85,301 ÷ 355,872 = −0.239633
X4 = 178,920 ÷ 176,952 = 1.010797
X5 = 420,457 ÷ 355,872 = 1.181859
Z components:
1.2·X1 = 0.329506
1.4·X2 = 0.914129
3.3·X3 = −0.790789
0.6·X4 = 0.606478
1.0·X5 = 1.181859
Sum: Z = 0.329506 + 0.914129 − 0.790789 + 0.606478 + 1.181859 = 2.241183
Z(2023) = 2.241
Year 2024
Current assets = 242,494
Current liabilities = 158,291
Working capital = 242,494 − 158,291 = 84,203
Retained earnings = 208,431
EBIT (Operating income) = −15,297
Total assets = 323,354
Sales = 394,879
Total liabilities = 170,249
Book equity = 153,105
Calculate X components:
X1 = Working capital / Total assets = 84,203 ÷ 323,354 = 0.260484
X2 = Retained earnings / Total assets = 208,431 ÷ 323,354 = 0.644782
X3 = EBIT / Total assets = (−15,297) ÷ 323,354 = −0.047303
X4 = Market value of equity / Total liabilities ≈ Book equity / Total liabilities = 153,105 ÷ 170,249 = 0.899394
X5 = Sales / Total assets = 394,879 ÷ 323,354 = 1.221590
Compute Z:
1.2·X1 = 1.2 × 0.260484 = 0.312581
1.4·X2 = 1.4 × 0.644782 = 0.902695
3.3·X3 = 3.3 × (−0.047303) = −0.156100
0.6·X4 = 0.6 × 0.899394 = 0.539636
1.0·X5 = 1.0 × 1.221590 = 1.221590
Sum: Z = 0.312581 + 0.902695 − 0.156100 + 0.539636 + 1.221590 = 2.820402
Z(2024) = 2.820 (using book equity as proxy). 
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	Project
	Initial
	Y1
	Y2
	Y3
	Y4
	Y5
	NPV
	IRR
	PI
	PBP
	ARR
	Cum0
	Cum1
	Cum2
	Cum3
	Cum4
	Cum5

	A
	40
	10
	12
	14
	10
	8
	1.32418
	11%
	1.0331
	1
	0
	-30
	-24
	-18
	-12
	-6
	0

	B
	30
	6
	6
	6
	6
	6
	4.22537
	0%
	1.08451
	5
	0.2
	-50
	-45
	-35
	-15
	10
	25

	C
	50
	5
	10
	20
	25
	15
	0
	13%
	1.08451
	4
	0.2
	0
	0
	0
	0
	0
	0
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Net Margin	
2020	2021	2022	2023	2024	6.2751350296089026E-2	8.8114733661124791E-3	7.4988346405626153E-4	-0.23364577114901167	-6.0851551994408414E-2	



Current Ratio	
2020	2021	2022	2023	2024	1.8207509330956493	1.5551947303113194	1.5615804280441441	1.6062935934668752	1.5319506478574272	



Quick Ratio	
2020	2021	2022	2023	2024	1.1498690880730877	0.93491307135575474	0.9140123710578224	1.0585176359619728	1.0306271360974408	



Inventory Days	
2020	2021	2022	2023	2024	71.511924904015089	81.584145331963654	94.271710231763748	76.63005967316515	73.350507370612263	



Receivable Days	
2020	2021	2022	2023	2024	76.857950478297639	78.396473083533635	75.552675167802548	97.744929921490183	105.54228004021485	



Payable Days	
2020	2021	2022	2023	2024	49.421788572915986	56.246579964827248	47.998336253641178	49.510520695338641	66.580686742014649	



ROA	
2020	2021	2022	2023	2024	7.5588390914969925E-2	1.0387030026570106E-2	8.0727859838980649E-4	-0.27604869166441864	-7.4311745022483097E-2	



ROE	
2020	2021	2022	2023	2024	0.1231148320624575	1.9210071426241804E-2	1.5163595448685946E-3	-0.54906103286384977	-0.1569445805166389	



Debt-to-Equity	
2020	2021	2022	2023	2024	0.62875317984941004	0.84942869878129657	0.87835964918817011	0.98900067069081155	1.1119754416903431	



Gross Margin	
2020	2021	2022	2023	2024	0.28674432224897506	0.28759212901552855	0.28059275800505207	0.23203324002216635	0.28868083640811487	



Operating Margin	
2020	2021	2022	2023	2024	6.0628294397084663E-2	3.8651799694814845E-2	2.6804188292605634E-2	-0.20287686969178775	-3.8738448993235905E-2	
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2020 2021 2022 2023 2024
Net Sales 614680 601602 542751 420457 394879
Gross Profit 176256 173016 152292 97560 113994
Operating Income 37267 23253 14548 -85301 -15297
Net Income 38572 5301 407 -98238 -24029
Current Assets 326843 337146 338040 258851 242494
Current Liabilities 179510 216787 216473 161148 158291
Inventory 120430 134469 140181 88273 79355
Receivables 129433 129215 112346 112596 114182
Payables 83229 92707 71373 57033 72031
Total Assets 510290 510348 504163 355872 323354
Total Equity 313301 275949 268406 178920 153105
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A 40 10 12 14 10 8
B 30 6 6 6 6 6
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