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[bookmark: _748zfbi91egr]Executive Summary
General Electronics is facing a very deep financial crisis with loss of profitability, increase in debt, and poor liquidity. The ratio analysis showed that the company experienced constant losses over the past year, ineffective utilisation of assets, and a high value of debt-to-equity ratio of 1.11. The analysis of the working capital showed that its operating cycle of 114 days is long and places cash flows under stress. Debt restructuring, selling off companies that were not core to the company and an equity joint venture were seen as the necessary means of regaining stability. Project C was the most profitable project that had the highest NPV and IRR as per investment appraisal. All these measures will in whole help to strengthen liquidity, optimise capital as well as provide financial sustainability over the long term.
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[bookmark: _t0yd4y6bfj9s]1. Introduction
The global consumer electronics market is dynamic and competitive and requires financial stability and sound decisions in order to survive in the long run. With an increasing rate of technological innovations and demand changes across the globe, companies are experiencing growing pressures including the compression of margins, the growth of production expenses and the saturation in the market. In such a volatile environment the Chief Financial Officer (CFO) is at the forefront in ensuring stability in the organisation with proper financial planning, crisis management and value-based decision making (McKinsey & Company, 2020). Previously a global consumer electronics powerhouse, General Electronics has entered a period of financial distress being typified by decreasing profitability, liquidity problems and asset inefficiencies. Its sales and profitability have fallen significantly over the past five years as its debts and liabilities continue to erode the confidence of shareholders and flexibility in conducting its operations. This report is aimed at carrying out a review of financial performance of the company and devise a detailed turnaround strategy. The analysis aims at determining the reasons behind the decline, evaluating financial health based on the ratio analysis, potential risk of failure by applying the Altman Z-Score model, and identifying the most feasible investment opportunities based on capital budgeting methods which include NPV, IRR and Payback Period. The report has been organized in a systematic way so as to offer diagnostic information coupled with the action plan in such a manner that it leads to a sustainable recovery and restoring long term financial stability.
[bookmark: _oai3gep74ae0]2. Financial Health Check
[bookmark: _2voa13obt4m3]2.1 Overview of Financial Performance
General Electronics has in the last five years (2020-2024) undergone a significant decline in its financial performance (GE, 2025). The net sales dropped considerably compared to £614,680m in 2020 to £394,879m in 2024 due to the decrease in demand and market competitiveness. Although it was noted that the firm experienced a gross profit growth in 2024 (£113,994m), the operating expenses began increasing, resulting in sustained operating losses. Net income decreased to a loss of £24,029m (2024) compared to a profit of £38,572m (2020), which is a serious problem in its profitability. The balance sheet is characterized by the decreasing total assets and equity because of continuing losses and treasury stock buys. The cash and cash equivalents fell to £26,783m compared to £57,153m, which is an indicator of liquidity stress. Cash flows also became weak, and it shows the inefficiency in the management of working capital. In general, General Electronics is a company with signs of financial distress, namely, decreasing revenues, increasing bills, and declining returns to shareholders.
[bookmark: _ixzu5ptigwc9]2.2 Ratio Analysis
Table 1: Profitability Ratios (2020–2024)
	Year
	Gross Margin (%)
	Net Margin (%)
	ROA (%)
	ROE (%)

	2020
	28.7
	6.3
	7.6
	12.3

	2021
	28.8
	0.9
	1.0
	1.6

	2022
	28.1
	0.1
	0.08
	0.15

	2023
	23.2
	-23.4
	-26.0
	-54.9

	2024
	28.8
	-6.1
	-7.4
	-15.7


Interpretation:
Gross margin was fairly balanced at around 28-29 indicating that there was resilience in the core operations although there was a decline in sales. The net margin however hit a negative figure after 2022 and this represents a trend of high operating and financing expenses. The trend of ROA and ROE validate deteriorating efficiency and loss of shareholder value, and huge losses after the year 2023. General Electronics has a pathetic ROE of 10% compared to the industry average of 10% and a net margin of 5%, thus the company is in dire need of a cost reorganization.
Table 2: Liquidity Ratios (2020–2024)
	Year
	Current Ratio
	Quick Ratio
	Operating Cash Flow Ratio

	2020
	1.82
	1.04
	0.41

	2021
	1.55
	0.91
	0.65

	2022
	1.56
	0.82
	0.32

	2023
	1.61
	0.88
	0.16

	2024
	1.53
	0.78
	0.09


Interpretation:
The current ratio varied between 1.5-1.8 which is slightly higher than the optimum level (1.5) and the quick ratio decreased, which is a sign of too much inventory dependency. The operating cash flow ratio declined sharply (0.41 to 0.09), which is an indication that the liquidity management is becoming less effective. The liquidity position of the firm is not strong as compared to the industry liquidity position of 1.8 (current) and 0.9 (quick). The decrease is an indicator of poor cash turnover and excessive short-term debts.
Table 3: Efficiency Ratios (2020–2024)
	Year
	Inventory Turnover
	Receivables Turnover
	Payables Turnover
	Asset Turnover

	2020
	3.6
	4.8
	5.3
	1.20

	2021
	3.2
	4.6
	4.8
	1.18

	2022
	2.8
	4.9
	4.4
	1.08

	2023
	2.3
	3.7
	3.9
	1.00

	2024
	2.9
	3.4
	3.5
	0.94


Interpretation:
The inventory turnover ratio decreased to 2.9 which demonstrated the excess stock and ineffective demand forecasting. Decreased receivables turnover means that the payment to the customers is delayed, and the management of credit may be weak. Decreased asset turnover shows that total assets are not utilised to their full extent. In comparison to other companies in the same industry with an average asset turnover of 1.5, the operational efficiency and optimal utilization of resources in General Electronics is in the downturn.
Table 4: Gearing Ratios (2020–2024)
	Year
	Debt-to-Equity
	Interest Coverage
	Capital Gearing (%)

	2020
	0.63
	26.2
	38.5

	2021
	0.64
	6.4
	41.0

	2022
	0.87
	6.6
	48.2

	2023
	0.99
	-19.7
	53.0

	2024
	1.11
	-4.6
	56.1


Interpretation:
The debt-equity ratio has increased to 1.11 which indicates high dependence on financing through debt. The interest coverage became negative in 2023-2024, and as a result, the inability to meet the interests on operating revenues is noticed. Capital gearing ratio is more than 50 which means that it is highly exposed to financial risks. General Electronics has a high leveraged level as compared to that of the industry of 0.6, which is a cause of solvency.
Table 5: Investment Ratios (2020–2024)
	Year
	E£ (£)
	P/E Ratio
	Dividend Yield (%)

	2020
	2.78
	12.0
	2.3

	2021
	0.39
	18.0
	1.5

	2022
	0.03
	25.0
	0.8

	2023
	-7.64
	N/A
	0

	2024
	-1.85
	N/A
	0


Interpretation:
The earnings per share (E£) decreased significantly, becoming negative post 2023. Investor confidence was further shaken by the fact that the company did not pay dividends since 2023. Losses were experienced and the P/E ratio ceased to apply, an indication of scepticism in the market. General Electronics exhibits shareholder value destruction as compared to its peers in the industry, which have average E£ of £3-£4.
Overall Interpretation (Summary)
In all the ratio classes, General Electric has been experiencing strong deterioration in profitability, liquidity, and solvency. Increased leverage, negative earnings and efficiency decrease are an indicator of long-term financial distress. These ratios show that the main business activities of the firm cannot be maintained unless it is restructured strategically and the cash flow is optimised. Comparisons with benchmarks of the industry indicate a growing difference with the industry standards, which proves the necessity of urgent financial reform.
[bookmark: _epqsaqbsrlfb]2.3 Corporate Failure Prediction
To assess bankruptcy risk, the Altman Z-Score model was applied using 2024 data:
[image: ]
Where:
· X₁ = Working Capital / Total Assets
· X₂ = Retained Earnings / Total Assets
· X₃ = EBIT / Total Assets
· X₄ = Market Value of Equity / Total Liabilities
· X₅ = Sales / Total Assets
Using 2024 figures (approx.):
· Working Capital = £84,203m; Total Assets = £323,354m → X₁ = 0.26
· Retained Earnings = £208,431m → X₂ = 0.64
· EBIT (Operating Income) = -£15,297m → X₃ = -0.05
· Market Value of Equity / Liabilities ≈ 0.90
· Sales / Total Assets = 1.22
Thus,
[image: ]
Based on the thresholds proposed by Altman, the distress state refers to Z < 1.8, grey zone refers to 1.8-2.99 and safe zone refers to greater than 3.0. Having Z = 2.10, General Electronics is in the grey area that is financially unstable, which means that it is probable to go bankrupt in the event of no remedial measures. The decrease in EBIT, credit and investment increase risk due to growing liabilities and the decline in equity. To creditors, this implies a large probability of default, to investors, a low rate of returns and valuation risk. To regain financial stability and safeguard stakeholder interests, a strategic turnaround, by restructuring capital, rationalising costs and optimising assets, is essential.
[bookmark: _nvmxgzxyp1co]3. Working Capital Management Analysis
[bookmark: _lcv4r5rnr530]3.1 Current Working Capital Efficiency
General Electronics has been able to illustrate its inefficiencies in the working capital structure that has compromised the liquidity and the flexibility of operations. With data of the year 2024, the operating cycle, which is a ratio of the efficiency with which cash is turned into inventory and receivables and then converted again into cash, is calculated in the following way:
	Component
	Formula
	2024 Data (£m)
	Calculation
	Result (Days)

	Inventory Period
	(Average Inventory ÷ Cost of Sales) × 365
	79,355 ÷ 280,885
	(79,355 ÷ 280,885) × 365
	≈ 103

	Receivable Period
	(Accounts Receivable ÷ Net Sales) × 365
	114,182 ÷ 394,879
	(114,182 ÷ 394,879) × 365
	≈ 105

	Payable Period
	(Accounts Payable ÷ Cost of Sales) × 365
	72,031 ÷ 280,885
	(72,031 ÷ 280,885) × 365
	≈ 94

	Operating Cycle
	Inventory Period + Receivable Period – Payable Period
	–
	103 + 105 – 94
	= 114 Days


The operating cycle of 114 days suggests that the company takes almost four months to turn working capital into cash, which is an evident indicator of inefficiency as compared to the industry standard of 75-85 days. The long inventory period (103 days) is an indication of over-stocking or poor forecasting of demand. On the same note, a 105-day receivable period indicates poor receivables collections, lax customer credit terms and the 94 days payable period indicates minimal supplier negotiation. This cause of imbalance between receivables and payables places a pressure on liquidity as shown by decreasing operating cash flow (73,392m in 2020 to 14,822m in 2024). To enhance liquidity, General Electronics should hasten the collection, maximise the stock quantities, and prolong the supplier credit wherever feasible to reduce the cash conversion cycle and enhance the overall financial position.
[bookmark: _skzw8imdsf89]3.2 Strategies for Working Capital Improvement
General Electronics is required to implement combined changes in the areas of inventory, receivables, and payables to enhance liquidity and reduce the 114-day operating cycle.
1. Implement Just-in-Time (JIT) Inventory Management: The shift to on-demand based procurement will help in minimising holding costs and decreasing the inventory holding of 103 days. JIT also improves communication with the suppliers, and it reduces the obsolescence risk that is typical of the fast-changing electronics industry.
2. Introduce Dynamic Discounting for Receivables: Cash inflows can be speeded up by providing early payment discounts (e.g. 2% on payment made within 10 days) and shorten the collection period (105 days). This can reduce the outstanding receivables and bad debts coupled with stricter credit scrutiny and automated invoicing systems.
3. Negotiate Extended Payable Terms: Co-operative talks with suppliers would allow a reduction in the existing payables period of 94 to 110-120 days with no adverse effect on relations. The firm, in turn, can have strategic long-term contracts or co-development partnerships, striking a balance between the trust of the supplier and the preservation of cash.
4. Deploy Cash Management Tools: Lock-box systems can centralise customer payments and faster deposits will be provided and pooling of cash between subsidiaries throughout the world will allow the transfer of funds in real time and maximise interest receipts.
All these efforts have the potential of cutting the operating cycle by 30 plus and the internal cash tied up can be released equivalent to £20-25m per year. Effective working capital management would not only enhance liquidity and credit ratings but would also lead to increase in shareholder confidence since they would reduce reliance on the expensive external borrowing.
[bookmark: _1as2twql3rfd]3.3 Financing of Working Capital
General Electronics is in a high level of short-term credit lines (£36,960m in 2024) to finance its operations leaving the company to the risk of refinancing and interest rate risk. Trade credit, bank overdrafts and factoring are short-term financing options which are flexible and provide an easy source of liquidity but at a higher cost and with volatility. Factoring can turn receivables into cash within a short period and highly enhance liquidity, but it can lower profit margins through service costs. Long-term sources of financing such as issuing corporate bonds or equity capital, on the contrary, are more stable and lower average financing costs, but they require more administrative work and shareholder dilution (Guerard Jr, Saxena and Gultekin, 2020). As an example, bonds might help lock up funds at a fixed rate of interests and lengthen the repayment period of working capital. The best solution can be a combination of styles of financing: making sure that short term credit is adequate to fund the operations, but gradually the use of short-term borrowing should be replaced by using medium-term debt or equity injection. This symmetrical design will lower the weighted average cost of capital (WACC) of the firm and enhance solvency values (Arhinful et al., 2024). Through matching financing maturity with cash flow timing, General Electronics will be able to secure the stability of liquidity so that it will improve investor confidence and financial stability in the long run.
[bookmark: _7q8ix3nm4lv6]4. Strategic Financial Restructuring Plan
[bookmark: _2pw13djumvy]4.1 Overview of Financial Distress and Strategic Priorities
The main cause of General Electronics’ dire financial troubles is because the global demand is on the decline, the company has over-leveraged and poor cost management. The increased debt-equity ratio (1.11 in 2024) and the negative net income in the company testify to untenable capital structure and efficiency within the company. Profitability has further been degraded by high operating expenses and low turnover of inventory. The strategic priorities of the restructuring plan will be to re-establish liquidity, decrease financial leverage, and regain investor and stakeholder confidence (Kongsamut, Monaghan and Riedweg, 2021). This will involve a moderated solution of diverging assets, equity influx, and debt restructuring that will provide short-term stability and allow long-term operational renewal and competitiveness at the global level.
[bookmark: _vhkwszr6e88a]4.2 Restructuring Options 
Summary of Restructuring Options
	Option
	Description
	Financial Rationale
	Estimated Impact on Key Metrics
	Ethical / Governance Implications

	1. Divestiture of Non-Core Assets
	Sell off non-performing divisions (e.g., home appliances segment) valued at ~£25m.
	Unlocks liquidity and improves asset turnover by focusing on profitable product lines. Reduces asset base, improving ROA.
	+£25m cash inflow, +0.2 increase in ROA, reduction in gearing from 1.11 to 0.95.
	Must ensure fair valuation and workforce transition; avoid unethical asset stripping.

	2. Equity Injection / Strategic Alliance
	Partner with a global investor (e.g., Samsung Ventures or a private equity firm) for £40m capital infusion.
	Strengthens equity base, reduces debt-to-equity ratio, enhances investor confidence, and provides access to innovation networks.
	D/E ratio drops to 0.85; improves current ratio to 1.7; restores market confidence and share price stability.
	Transparent governance required; new ownership may dilute existing shareholders.

	3. Debt Refinancing / Rescheduling
	Refinance £55m short-term debt with 5-year bonds at 4% interest.
	Reduces annual interest expense by ~£2m; stabilises cash flow and liquidity.
	Interest coverage improves from -4.6× to 2.1×; positive cash flow margins are achieved.
	Ethical obligation to maintain credit discipline and ensure compliance with lender covenants.


1. Divestiture of Non-Core Assets 
By selling non-core or weak performing segments like household appliances and accessories, General Electronics can increase liquidity and focus on operations. These divisions have been estimated to be worth £25 million in the market which gives a one-time cash inflow. By making the assumption of a sale at book value, this would improve the working capital of the firm by 10 and the overall assets would be reduced to £298,354m which would boost the ROA of -7.4 % to about -6.2 %. Divestiture is also financially efficient because the management will concentrate on promising core electronics and technology units (Lee and Roh, 2020). The proceeds may be used to either reduce debt or re-invest in R&D to encourage innovation. Nevertheless, the divestiture should be conducted in an ethical manner, that is, by deploying employees in another job or providing reasonable compensation to them and by not stripping the assets and this aspect can hurt the organization by loss of reputation and trust among the stakeholders.
Governance consideration: The sale transactions should be the result of open valuation procedures and Board, and shareholder approval should be received to retain the compliance and investor confidence.
2. Equity Injection or Strategic Alliance 
General Electronics will need to issue new equity or seek a strategic alliance with a foreign investor to increase solvency and reduce leverage. It is proposed that a £40m capital injection would raise the total equity by £153,105m to £193,105m, decreasing the debt-to-equity ratio by half, to 0.85. A global technological partner would be an additional ally that would potentially deliver the intangible advantages of supply chains, co-branding, and digital transformation experience (Holloway, 2025). The liquidity would be better as the current ratio would be about 1.7. With market view, the shift indicates recovery and stability of financial markets, which is appealing to institutional investors. Nonetheless, the new equity issue will have short-term dilutionary effects on the shareholders and dividends of the existing shareholders.
Governance consideration: The company should be fair in terms of valuation, disclosure and protection of shareholders rights and maintain open communication to maintain trust. This is also a strategic move towards sustainable financial restructuring as it enhances both capital adequacy and confidence of the stakeholders, as well as long-term growth ambitions.
3. Debt Refinancing or Rescheduling
Presently, the huge short-term borrowings (£36,960m) and negative interest coverage (-4.6x) of General Electronics depict extreme debt servicing stress. By refinancing £55m of the short-term debt to five-year bonds at 4 % fixed interest rate, annual interest cost of £4.3m could be saved by a significant amount of £2.2m per year. Such restructuring will also transform volatile short-term obligations into long term liabilities which will alleviate the pressure on the liquidity. Consequently, the interest coverage ratio of the company would increase to 2.1x, which indicates better solvency and current ratio of the company will stabilise at 1.6. Credit In a credit perspective rescheduling enhances confidence among the lenders and rating agencies and this may end up reducing the cost of capital of the firm in future learning. It however comes with an increase in the long-term leverage and can limit flexibility in case the recovery is sluggish.
Ethical and governance implications: The company should be ready to make the negotiations with the creditors transparent, not cover the restructuring costs, and follow the responsible borrowing principles.
[bookmark: _bo7loa427nay]4.3 Global and Ethical Considerations
General Electronics operates in various global markets and therefore it is sensitive to fluctuations in the exchange markets that may reduce the margins on the international sales and debts in foreign currencies. Moreover, the predicates of the future cash flows and investment decisions are influenced by the complexity of the taxes and inflation rates in the major markets. The company should embrace the ethical approach in finance to ensure its credibility as it should be transparent on debt restructuring, not discriminating in labour in case of diversities and reporting responsibly to stakeholders (Hess, 2019). The principles of Corporate Social Responsibility (CSR) require that the restructuring decisions should not be based on massive layoffs, but rather the initial option ought to be retraining or redeployment of the employees (LeBaron and Phillips, 2019). Compliant ethics and good governance will not only save the brand reputation in the global marketplace but will also make the turnaround agree with the ESG (Environmental, Social, and Governance) expectations of the contemporary investors.
[bookmark: _ecb8rhp3hp6l]4.4 Recommended Restructuring Strategy
General Electronics should adopt a hybrid approach of the restructuring strategy involving debt refinancing, selective divestiture, and strategic equity alliance. Refinancing will help stabilise liquidity as it will reduce interest payments, and liquid assets will be raised by disposing of non-core assets to provide rapid funds to settle short-term debt and finance innovation. At the same time, collaboration with a foreign investor will strengthen the structure of capital and the trust of the market. The overall impact will be a decrease in debt-to-equity ratio to 0.85, the current ratio to 1.7, and the ROA will be about -5 that will indicate a shift towards profitability. This combined strategy is all about balancing between short-term survival and long-term growth prospects. It is also ethical by guaranteeing continuity of employment, transparency of stakeholders and global compliance- major issues in restoring corporate image and reinstating sustainable financial health.
[bookmark: _qd9uhs7750lo]5. Investment Appraisal and Capital Budgeting
[bookmark: _haow4ut3s6fn]5.1 Project Overview
General Electronics is considering three possible investment projects to spur the growth after the restructuring within a capital rationing constraint of £60 million.
· Project A: £40m initial investment with a cash inflow of £10m, £12m, £14m, £10m and £8m in five years.
· Project B: It requires £30m and predictable £6m inflows per annum in five years.
· Project C: Involves £50m, inflows £5m, £10m, £20m, £25m, and £15m.
The discount rate and straight-line zero depreciation is applicable to all the projects. This is to determine the combination of the mix of the project which will best maximise the shareholder value and is able to be supported by financial means.
[bookmark: _7851o27mt8fk]5.2 Investment Appraisal Calculations
Summary of Project Cash Flows
	Year
	Project A (£m)
	Project B (£m)
	Project C (£m)

	0
	-40
	-30
	-50

	1
	10
	6
	5

	2
	12
	6
	10

	3
	14
	6
	20

	4
	10
	6
	25

	5
	8
	6
	15


Discount rate = 10%
A. Payback Period (PBP)
Formula:
[image: ]
Calculations:
	Project
	Cash Inflow Accumulation (£m)
	Payback Year
	PBP (Years)

	A
	10 + 12 + 14 + 10 = 46
	Between Year 3 & 4
	3 + (4/10) = 3.4 years

	B
	6 + 6 + 6 + 6 + 6 = 30
	End of Year 5
	5.0 years

	C
	5 + 10 + 20 + 25 = 60
	Between Year 4 & 5
	4 + ( -10 / 15 ) = 4.7 years


Interpretation:
Project A needs the least time to pay back (3.4 years), then Project C (4.7 years) and Project B takes the break-even point when the project is in Year 5. Project A is first in regard to liquidity preference.
B. Accounting Rate of Return (ARR)
Formula:
[image: ]
Assuming straight-line depreciation to zero and ignoring tax for simplicity:
	Project
	Total Inflow (£m)
	Average Annual Inflow (£m)
	Average Profit (Inflow - Depreciation) (£m)
	ARR (%)

	A
	54
	10.8
	(10.8 - 8) = 2.8
	7.0%

	B
	30
	6
	(6 - 6) = 0
	0%

	C
	75
	15
	(15 - 10) = 5
	10.0%


Interpretation:
The profitability of project C in terms of accounting is better (10%). Project A has a moderate performance and Project B has nothing to offer in terms of accounting returns.
C. Net Present Value (NPV)
Formula:
[image: ]
Present Value Calculations:
	Year
	PV Factor (10%)
	Project A PV (£m)
	Project B PV (£m)
	Project C PV (£m)

	1
	0.909
	9.09
	5.45
	4.55

	2
	0.826
	9.91
	4.96
	8.26

	3
	0.751
	10.51
	4.51
	15.02

	4
	0.683
	6.83
	4.10
	17.08

	5
	0.621
	4.97
	3.73
	9.32

	Total PV of Inflows
	–
	41.31
	22.75
	54.23

	Initial Investment
	–
	-40
	-30
	-50

	NPV (£m)
	–
	+1.31
	-7.25
	+4.23


Interpretation:
The maximum NPV (£4.23m) is given by Project C and then by Project A (£1.31m). The NPV of Project B is negative which makes it not a viable project. Project C will be the best simple because NPV is directly proportional to the maximisation of shareholder wealth.
D. Profitability Index (PI)
Formula:
[image: ]
	Project
	PV of Inflows (£m)
	Investment (£m)
	PI

	A
	41.31
	40
	1.03

	B
	22.75
	30
	0.76

	C
	54.23
	50
	1.08


Interpretation:
PI > 1 projects can be accepted. This would be accomplished by Project C (1.08) and A (1.03) and Project B (0.76) would be rejected. In the case of capital rationing, a combination of Projects A (£40m) and Projects B (£30m) surpasses the £60m constraint whilst projects A and C (£90m) are impossible. Therefore, the alone choice of Project C(£50m) out maximises value on available funds.
E. Internal Rate of Return (IRR)
Formula:
[image: ]
	Project
	NPV at 10% (£m)
	NPV at 15% (£m)
	IRR (%)

	A
	1.31
	-1.95
	12.3%

	B
	-7.25
	-9.84
	<0%

	C
	4.23
	-3.65
	12.9%


Interpretation:
In project A and C, both projects have IRRs exceeding the 10 percent cost of capital, which is a sign of project financial viability. Project C offers the best IRR which confirms that it is the more profitable option. IRR of project B is negative and rejection is affirmed.
Comparative Summary of Investment Appraisal Results
	Criteria
	Project A
	Project B
	Project C
	Best Option

	Payback Period
	3.4 yrs
	5.0 yrs
	4.7 yrs
	A

	ARR (%)
	7.0
	0
	10.0
	C

	NPV (£m)
	1.31
	-7.25
	4.23
	C

	PI
	1.03
	0.76
	1.08
	C

	IRR (%)
	12.3
	<0
	12.9
	C


[bookmark: _yb6owns6q6kj]5.3 Risk Assessment and Sensitivity Analysis
Project Risk Assessment
	Risk Type
	Project A
	Project B
	Project C
	Sensitivity Impact (±10%)

	Cash Flow Volatility
	Moderate
	Low
	High (fluctuating inflows)
	NPV of C reduces from £4.23m to £2.5m (≈ -40%)

	Inflation Exposure
	Moderate (5% inflation cuts real NPV by £0.6m)
	High (small margin projects)
	High (longer duration amplifies risk)
	Discount rate +10% drops C’s NPV to £1.7m

	Currency Risk
	Medium (diversified suppliers)
	Low (domestic sourcing)
	High (export-heavy)
	Exchange rate depreciation could reduce inflows by 8–10%

	Financing Risk
	Low
	Moderate
	High (requires £50m upfront)
	Cost of capital increase to 12% reduces IRR to 11.1%


Interpretation:
Project C is the most lucrative but it is very sensitive to changes in discount rates and cash flows. Project A is also quite risky and stable and Project B has its less risky and less profitable inflows constraining both risks and the possibility of rewards. A slight decrease (to 12) of Project C discount rate to a risk-adjusted rate confirms financial strength as a slight change in NPV will still leave it positive.
[bookmark: _378uogcng3ar]5.4 Investment Decision and Justification
Project C (£50m) becomes the best choice investment under the £60 million capital limit as the one that gives the best NPV (£4.23m), PI (1.08) and IRR (12.9). It provides better shareholder value regardless of increased volatility of the cash flow. Liquidity alignment the rest of £10m of available capital should be held as contingency or working capital backup. Project A is faster to break even and provides less to the overall value, whereas Project B is undeserving of implementation as the NPV is negative. The choice of Project C is in line with the principle of NPV maximisation, high returns on capital invested, and strategic recovery after the restructuring. By applying risk reduction, through hedging, inflation indexing, and incremental funding General Electronics will be able to balance the cash flows and enhance the viability of the project, thus enabling the company to grow sustainably in the global market.
[bookmark: _gr138rcy57eq]6. Conclusion
The General Electronics financial analysis indicates a company that is under acute financial difficulties in terms of profitability, liquidity, and solvency. Negative revenues, increasing operational costs, and poor management of working capitals have reduced shareholder value over the five-year period. Ratio analysis and Altman Z-score prove that the company is financially unstable, and the working capital analysis reveals a long cash conversion period and liquidity restriction. The strategic restructuring plan that is proposed, i.e. the debt refinancing, sale of non-core assets and the equity partnership, give the way to stabilise the capital structure and reinstate financial strength. The outcomes of investment appraisal reveal that Project C is the project, which has the most positive Net Present Value (NPV) and Internal Rate of Return (IRR). The CFO plays an important role in this turnaround to provide financial discipline, ethical transparency, and investor confidence. It should focus on the profitability (by the cost efficiency), solvency (by the capital restructuring), and the ethical responsibility (by the protection of the employees, as well as the preservation of the trust of the stakeholders). With such measures, General Electronics will be able to enhance the liquidity, restore credibility, and sustainability in the highly competitive global electronics market.
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