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0. Introduction
As per the instrucitons of company’s board members, this report has analyzed the firm’s performance data for last 5 years and identified few key issues. A turnaround strategy is also suggested based on financial evidence. The report has also evaluated few investments for the near future.
1. Financial Health Check

1.1 Analysis of Firm’s Financial Statements 

General Electronics (GE) is currently facing a financial crisis because of a systemic decline in revenue as well as its profitability. Over the period of 2020 to 2024, net sales plummeted from £614,680 million to £394,879 million, representing a staggering 36% contraction in business volume. This revenue decline is coupled with an even more concerning shift from profitability to systemic losses, which can be seen in the income statement.The firm reported a robust profit of £38,572 million in 2020 and a net loss of £24,029 million in 2024. These factors along with others reveal that firm is struggling with declined sales and profitability, fixed cost management and it desperately requires strategic intervention and restructring.

1.2 Full Ratio Analysis

The market is segmented using demographic, psychographic, and behavioural variables. This is to identify the most relevant audience:

Profitability

For profitability, Net Profit Margin (NPM), Operating Profit Margin, and Return on Equity (ROE) are analysed the income statement and balance sheet because they provide a holistic "top-to-bottom" view of a company's financial efficiency across different layers.

i) Operating Profit Margin

· Operating profit margin shows core business health. It tells you if GE’s day-to-day operations like manufacturing and selling of electronics are profitable or not before the taxes or debt interest. 
· Operating profit margins are declining from 6.1% in 2020 to -20.3% in 2023 with minor improvement in 2024 with -3.9%. This improvement shows that the company has begun to cut operating expenses, which can be seen in consolidated income statement as it dropped from £182,861 million in 2023 to £129,291 million in 2024.
· However, a negative margin in GE's 2024 data is a high-level warning that the business model itself is currently value-destructive and operational efficiency needs to be improved (Brealey, Myers and Allen, 2022).

ii) Net Profit Margin

· NPM accounts for everything from operating costs, interest on loans to taxes. This is the ultimate measure of survival as it shows how many pence of profit remains in the firm from every pound earned. 
· Net profit margins are also declining from 2020 to 2023 with some improvement in 2024. The firm had healthy profit margin of 6.3% in 2020, which dropped to staggering -23.4% in 2023. While the recovery to -6.1% in 2024 might look like an improvement, it still signifies that the firm is losing money on every sale.
· This is unsustainable because company’s total expenditure exceeds it’s revenue and it leaves firm on highly vulnerable to even minor increases in operating costs or market competition (GoCcashless, 2024).

iii) Return on Equity

· This is not nacessary but it shows how effectively management is using the money invested by shareholders to generate returns.
· Earnings Per Share (EPS) dropping from £2.78 to -£1.85, meaning shareholders are seeing a significant decline in their investment value.
· For GE, a negative ROE is a critical red flag that the company is actively burning capital.This makes it difficult for the CFO to raise new capital through equity as investors are unlikely to provide fresh funds (Hillier et al., 2020).

Liquidity

The current ratio and quick ratio were selected as they provide dual view of the safety net for General Electronics. These 2 will be able to provide us the broad view as well as the crisis view.

i) Current Ratio

· This shows if GE has enough current assets to cover its total current liabilities. Hence, it is also known as working capital ratio. This ratio dropped from 1.82 in 2020 to 1.53 in 2024.
· The firm had current assets worth £326,843 million in 2020 and liabilities worth £179,510 million. In 2024, the firm had £242,494 in current assets and £158,291 as liabilities 
· This drop shows a general thinning of the firm's safety margin over five years as the liabilities have increased more than the assets.

i) Quick Ratio

· This shows if GE has enough current assets to cover its total current liabilities without considering the inventory. Hence, it is also known as working capital ratio. This ratio dropped from 1.82 in 2020 to 1.53 in 2024.
· The firm had current assets worth £326,843 million in 2020 and liabilities worth £179,510 million. In 2024, the firm had £242,494 in current assets and £158,291 as liabilities 
· This drop shows a general thinning of the firm's safety margin over five years as the liabilities have increased more than the assets. It also suggests that significant liquidity is trapped in inventory, which might not be useful in emergency situations (Atrill and McLaney, 2021).

Efficiency

i) Receivable turnover ratio

· It measures how many times GE collects its average accounts receivable every year.
· The sales value declined to £394,879 million in 2024, which was at £614,680 million in 2020. Similarly, the value of accounts receivable has also declined to £114,182 million from £129,433 millio in the same period.
· The receivable turnover ratio has declined from 4.75 to 3.46 during 2020 to 2024, which signifies that GE is taking significantly longer to collect payments from its customers and the collection period has stretched from roughly 77 days to 105 days.

ii) Inventory turnover ratio

· The Inventory Turnover Ratio shows how often the firm's stock is sold and replaced.
· The inventory value was £120,430 million in 2020, which has significantly dropped to £79,355 million in 2024. Along with that, the fall in cost of sales can also be seen. Which was £438,424 million in 2020 and now it is £280,885 million in 2024. Hence, the inventory turnover ratio was 3.64 in 2020 and now in 2024 it is 3.54.
· The decreasing ratio suggests that firm might face challenges like decreased demand, over-stocking and delays in supplier payments.

Gearing

i) Debt to equity ratio

· It is the ratio between total liabilities of the firm and shareholder equity.
· Total shareholders' equity has dropped from £313,301 million to £153,105 million over the five-year period, which is a nearly 51% drop. The Debt-to-Equity (D/E) ratio has steadily increased from 0.63 in 2020 to 1.11 in 2024.
· This ratio exceeding 1.0 indicates that GE is now financed more by creditors than by its owners and this capital structure significantly increases the firm's cost of capital and default risk.
· A rising D/E ratio paired with a declining revenue limits a firm's ability to secure further credit because lenders fear the risk of non-repayment (Nukala and Prasada Rao, 2021).

ii) Interest coverage ratio

· The firm has operating income of £37,267 million in 2020, which turned into operating loss of -£15,297 million in 2024. on the other side, firm’s expanses have increased from £1,422 million in 2020 to £3,361 million in 2024. 
· This is Perhaps the most alarming metric in this report as the Interest Coverage Ratio has collapsed from 26.21 in 2020 to -4.55 in 2024, signifying that GE's operating income (EBIT) is no longer sufficient to pay even the interest on its debt, let alone the principal.
· This places the firm in a "technical default" situation, where it must borrow more simply to service existing debt interest - a cycle that accelerates the path to bankruptcy (Broby, 2021).

Investment

i) Return on Equity

· Firm was operating at £38,572 million net income in 2020, which turned to loss of -£24,029 million in 2024. The shareholder equity has also significantly dropped from £313,301 million in 2020 to £153,105 million in 2024.
· The REO value was 12% in 2020 which turned into -16% in 2024. It shows that the management is not using shareholders’s money effectively to generate profit. Investors consider the firm as a value-destructive entity.
· This makes it really difficult to attract traditional institutional investors as they are more likely to demand a massive restructuring or a change in leadership before committing further capital (Susilawati et al., 2022).

ii) Earning Per Share

· The EPS represents the portion of a company's profit allocated to each outstanding share of common stock.
· The EPS has been falling from £2.78 in 2020 to -£7.64 in 2023. There is slight improvement in 2024 with EPS of -1.85 but it is still negative for the second consecutive year.
· Negative EPS typically forces a company to suspend dividend payments to preserve cash. This lack of yield, and capital losses creates negative perception for investors and drives down the company’s market valuation. it increases the difficulty of Equity Injection (Mahendra, 2023).

Cashflow

i) Operating Cash Flow Margin

· It measures how many times GE collects its average accounts receivable every year.
· The net sales were £614,680 million in 2020, which has decreased to £394,879 million in 2024. An operating cashflow has also decreased from £73,392 million in 2020 to £14,822 million in 2024. Hence, the operating cash flow margin has dropped from 11.94% in 2020 to 3.75% in 2024.
· It suggests that GE's earnings are likely tied up in the 105-day receivable cycle mentioned earlier and a consistently declining OCF is one of the strongest predictors of impending corporate failure.

ii) Free Cash Flow Margin

· This is cash remaining after the firm has paid for the capital expenditures (CapEx) needed to maintain its assets.
· Firm’s capital expenditure dropped from £73,292 million in 2020 to £4,572 million in 2024. Net sales have dropped from £614,680 million in 2020 to £394,879 million in 2024. Hence, the free cash flow margin dropped to 2.6 in 2024, which was 9.2 in 2020.
· This suggests that firm has issues like poor operating efficiency, high debt risk and underinvestment.

1.3 Identification of Trends, Strengths and Threats

	Area
	5 Year Trend 
(2020-2024)
	Classification
	Interpretation

	Market Share
	36% Revenue declined
	Threat
	Rapidly declining demand or loss of competitive edge.

	Profitability
	From £38.5b Profit  to -£24.0b Loss
	Weakness
	Value-destructive business model and cost inefficiencies.

	Liquidity
	Quick Ratio below 1.0 threshold
	Threat
	Critical insolvency risk; inability to meet immediate debts.

	Solvency
	Gearing doubled 
(0.63 to 1.11)
	Threat
	Excessive debt burden with negative interest coverage

	Efficiency
	Debtor collection stretched to 105 days
	Weakness
	Failure in credit control

	Cash Flow
	OCF Margin recovered to 3.75% in 2024
	Strength
	Early signs of working capital stabilization




1.4 Default Risk Assessment via corporate failure prediciton models

The Altman Z-Score combines five key financial ratios : measuring liquidity, solvency, profitability, and activity to provide a single score that can be used to categorize a firm's financial stability. Using the data GE’s Statement of Financial Position and Income Statement, here is the calculation for the same.

	Z = 1.2(Working Capital / Total Assets​) + 1.4(Retained Earnings / Total Assets​) + 3.3(EBIT / Total Assets​) + 0.6(Market Value of Equity / Total Liabilities​) + 1.0(Sales / Total Assets​) 



	WC (Working capital)
	£84,203m

	Total Assets
	£323,354m

	Retained Earnings (RE)
	£208,431m

	EBIT
	-£15,297m

	Market Value of Equity
	£153,105m

	Total Liabilities
	£170,249m

	Sales
	£394,879m



Using these numbers, The calculated Z-score for General Electronics is 1.43. 

According to the standard interpretation of the model, Here is what it means :
	Z > 2.99
	"Safe Zone" (Low risk of bankruptcy)

	1.81 < Z < 2.99
	 "Gray Zone" (Probable risk of failure)

	Z < 1.81
	"Distress Zone" (High probability of bankruptcy within 24 months)



GE is firmly in the Distress Zone based on a score of 1.43. Which means that the company requires financial restructuring or it will no longer be able to suppor its operations without a radical capital injection.

2. Working Capital Management Analysis

2.1 Cash Operating Cycle Assessment

· Cash Operating Cycle shows the duration of converting inventory investment into cashflow through saless.
· The Inventory Conversion Period (ICP) for each year is : 100 Days (2020), 108 Days (2021), 128 Days (2022), 129 Days (2023) and 109 Days for 2024.
· Similarly,the receivable collection period (RCP) for each year is : 77 days (2020), 78 Days (2021), 81 Days (2022), 98 days (2023) and 105 days (2024).
· Payables Deferral Period (PDP) for each year is : 70 days (2020), 75 days (2021), 77 days (2022), 73 days (2023) and 84 days in 2024. It further indicated a delay in payment to suppliers.
· Now we can calculate the Cash Operating Cycle (COC) sing ICP, RCP and PDP. 
Formula  : COC = ICP + RCP − PDP
· COC were 108 days, 111 days, 132 days, 154 days and 130 days in 2020, 2021, 2022, 2023, 2024 respectively.
· We can say that the firm needs more than 4 months to recover the funds from produciton, which is creating liquidity problems. While we can see some correction in 2024, it could be because of lower inventory. These liquidity problems also has an impact on business activies and negative profitability resulted in longer collection cycles.


2.2 Recommended Strategies and working capital reforms to improve liquidity 

Firm has to fix the problem of liquidity and it requires a working capital reform program.

Receivables
GE’s collection days extend to over 105 days, that needs to be fixed. Firms with shorter receivables days have significantly better cash flow and reduced insolvency risk (Lazaridis and Tryfonidis, 2006). GE should sell a portion of its accounts receivable to a third party at a discount. It can provide an immediate cash injection that is vital for firms in the "distress zone" of the Altman Z-Score (Altman et al., 2017). This strategy will convert illiquid assets into immediate working capital without increasing the company's long-term debt burden. The company must implement a rigid credit-rating system for customers and push for shorter days sales outstanding to maintain operations during economic downturns (Hofmann, Töyli and Solakivi, 2022). GE should offer early payment discounts to incentivize prompt settlements.
Inventory
Firm’s significant cash is trapped in slow-moving stock. Firm can use Just-in-Time (JIT) system that reduces the capital tied up in raw materials and finished goods. By performing an ABC analysis, GE can prioritize the management of high-value items while reducing the stock levels of slow-moving items (Habib and Mourad, 2022). Utilizing predictive analytics can better align production with actual market demand, which makes the inventory management more efficient. It will free up the cash that would otherwise be wasted on storage and handling costs (Addin Al-Mawsheki, 2022).
Supply chain finance
GE attempted to preserve cash by extending payables to 66 days but it can hurt supplier relationships and disrupt the supply chain. Instead, GE should partner with financial institutions to implement Supply Chain Finance. This will allow suppliers to be paid early by a bank while GE maintains or even extends its payment terms (Wetzel and Wagner, 2024). This will provide short-term liquidity relief while ensuring supplier stability, which is a critical for successful turnarounds (Manimala and Panicker, 2011).
Cash Flow
GE can further imrove cashflow through real-time dashboards to monitor the Cash Conversion Cycle (CCC). A shorter CCC is statistically correlated with higher financial performance. It allows firm to reinvest cash into growth. For global firms, cash is often fragmented across different geographic regions and centralized cash pool will allow the firm to reduce the need for expensive external short-term borrowing through better cashflow management (Moretto and Caniato, 2021).

2.3 Short-Term vs Long-Term Financing

i) Short-Term Financing: Flexibility and Risk
In order to manage it’s daily operations and immediate "receivables crisis", Short-term financing options with maturities less than a year are essential. Here are important things to consider :
Key Instruments: Recommended options for GE include bank overdrafts, commercial paper, short-term bank loans, trade credit, and inventory financing.
Advantages: While offering high flexibility, these facilities are also less expensive to initiate unlike long-term debt. Options like trade credit from suppliers can effectively preserve cash for 30 to 90 days without immediate interest costs.
Disadvantages and Risks: The firm could face rollover risk However, excessive reliance on short-term credit subjects the firm to significant "rollover risk" and interest rate volatility. Academic research highlights that firms with low working capital efficiency combined with heavy short-term debt reliance are extremely vulnerable during economic downturns (Rano and Rano, 2025). For GE, whose current liabilities stand at £158 billion, a failure to manage these rollovers could lead to a sudden liquidity collapse.

ii) Long-Term Financing: Stability and Restructuring

GE’s structural underperformance and the 51% erosion of its equity base since 2020 are few of the issue that can only be adressed through long-term financing.For GE, primary goal of long-term financing is "debt consolidation" and capital restructuring to move away from a precarious debt-driven model. Long-term fixed-income securities can provide the structural stability needed to restore credit ratings (Sabu, 2024).
Strategic options for long-term financing includes equity financing (rights issues), corporate bonds, long-term bank loans, and asset securitisation. While significant equity injection causes short-term shareholder dilution, it also provides a vital "equity buffer" against macroeconomic shocks and it is often a prerequisite for operational recovery in distressed firms (McKenzie and Marx, 2025).
Using the "matching principle"  GE can fund long-term assets are by long-term capital, and fluctuating current assets are managed through short-term facilities. GE should prioritize rapid-conversion instruments like invoice factoring, approximately 25% of the receivables portfolio could provide an immediate £27 billion cash injection. This can improve liquidity more effectively than a standard bank loan. Long-Term Goal: Successful turnaround depends on gradually decreasing reliance on short-term funds and towards a robust, long-term capital framework (Braunsberger and Aschauer, 2025).

3. Strategic Financial Restructuring Plan

3.1 Recommended Financial Restructuring  Options

General Electronics requires urgent financial restructuring due to a sustained period of value erosion. Between 2020 and 2024, net sales declined approximately 36%. This contraction, coupled with a massive net loss of £98.2 billion in 2023, has severely depleted retained earnings from £325 billion to £208.4 billion during the same period. Equity base also fell by over 51% since its peak in 2020. This is not just a cyclical downturn, it is a structural failure characterized by operational inflexibility and a weakened equity base. Reliance on Lines of Credit is also rising. Without immediate intervention, these factors suggest a high risk of insolvency.

Option 1: Liquidity Enhancement through Receivables Factoring

GE’s accounts receivable stands at £114.2 billion as of 2024. To address the immediate cash crunch, General Electronics should implement a factoring arrangement for it. The company’s cash and equivalents dropped from £66.7 billion to £26.8 billion between 2022 to 2024. Factoring accelerates the cash operating cycle without incurring traditional debt. By Factoring 25% of the current receivables portfolio and assuming a 5% discount fee, this provides an immediate cash injection of £27 billion. GE should also go for "non-recourse" agreement to transfer the credit risk of "long-outstanding accounts" to the factor and clean the balance sheet of potential bad debts.

Option 2: Equity Injection via Rights Issue

Company’s gearing and solvency ratios have deteriorated, because of impairment of goodwill and long-lived assets totaling nearly £57 billion. Total shareholders' equity has also shrunk from £313.3 billion to £153.1 billion in five years. An equity injection is much needed to restore investor confidence and provide a permanent capital base that does not require interest payments. Given the firm's recent history of operating losses, it is a necessary condition for financial stability. GE should Launch a £35 billion rights issue. While this will cause shareholder dilution, it will allow the firm to pay down high-interest short-term credit and stablize the condition

Option 3: Strategic Asset Divestiture (Portfolio Rationalization)

General Electronics must transition from an asset-intensive model to a leaner structure. Property, Plant, and Equipment (PPE) have declined from £87.3 billion to £34.2 billion (2020 - 2024), suggesting the firm is already downsizing or failing to reinvest. GE should proactively disinvest from non-core or underperforming business units to recover management focus, liquidity and prevent value destruction caused by forced fire sales.

Option 4: Debt Refinancing and Maturity Extension

GE should restructure short-term "Lines of Credit" into long-term debt securities. The 2024 balance sheet shows £158.3 billion in current liabilities, creating massive short-term pressure. In the same year, company repaid £120 billion in credit lines but it also had to borrow £102 billion just to maintain operations. Converting this into long-term debt will lengthen maturities and provide the operational flexibility for a multi-year turnaround.

3.2 Evaluation of Restructuring Impact

Impact on Shareholder Value

The proposed £35 billion equity injection via a rights issue will cause significant dilution for existing shareholders but this must be contextualized against the firm’s recent performance. This  includes a staggering £98.2 billion net loss in 2023 and a £24 billion loss in 2024 along with decline in retained earnings from £324.9 billion in 2020 to £208.4 billion in 2024, indicating a rapid loss of internal capital. This dilution can restore solvency and lead to share price stabilization. Without this recapitalization, the Altman Z-Score would likely indicate an imminent risk of default and wipe out total equity.

Impact on Debt Structure

The restructuring plan will shift General Electronics towards a more stable, long-term capital structure instead of current high-risk, short-term borrowing model that the firm is currently stuck into. Converting short-term credit lines into long-term debt securities will lower the current ratio pressure and provide breathing room for the interest coverage ratio, which is currently stressed by a negative operating income of £15.3 billion.

Impact on Operational Flexibility

Restructuring enhances the CFO's ability to respond to market changes by unlocking liquidity and focusing resources on core segments. By factoring 25% of the receivables portfolio, the firm will gain £27 billion in immediate cash as a liqiidity buffer and significantly improve its cash operating cycle. Proactive disinvestment in selected areas ensure that this shrinking asset base is focused on high-margin consumer electronics rather than being spread across failing legacy divisions. Improved liquidity through working capital reforms addresses the issue of "operational inflexibility" caused by outdated equipment and also allows the company to invest in modern production methods.

3.3 International & Ethical Considerations

i) International Financial Considerations
Currency Risk: Restructuring should include hedging strategies (e.g., forward contracts) because operating internationally exposes the firm to exchange rate volatility, which impacted cash flows by £2.6 billion in 2024. These strategies will protect repatriated earnings from further depreciation.
Taxation: Disinvestments and equity injections must be structured to minimize taxation across different regions. The firm reported £5.4 billion tax provision despite a pre-tax loss in 2024 , which suggests that the firm must also navigate varying corporate tax rates.
Inflation: High inflation in certain markets can depreciate the real value of "accounts receivable". The proposed factoring strategy mitigates this issue by converting these receivables into immediate cash.

ii) Ethical and CSR Considerations
Corporate Social Responsibility (CSR): Turnaround strategies often have cost base reconfiguration. Ethically, General Electronics must ensure fair severance and retraining programs to maintain its reputational capital and long-term brand value and avoid job losses. Firm should avoide aggressive tax avoidance schemes and ensure transparency with shareholders.
Sustainability: Integrating sustainable supply chain practices into the new operational model can improve ESG (Environmental, Social, and Governance) scores and make the firm more attractive to "ethical investors" during the equity injection phase.

4. Investment Appraisal and Capital Budgeting 
4.1 Evaluation of Three Proposed Investment Projects

“Project A”

Payback Period: Project has a total investment of £40 million initially, and the “cumulative cash inflows” are identified as £36 million at the end of Year 3. The remaining amount (£4 million) can be recovered at the beginning of Year 4. So the  total PBP will be 3 years and 4.8 months. The short time of the recovery reflected good liquidity and adequate capital turnover, hence, having enough financial stability.

Accounting Rate of Return: This project highlighted an ARR of 27% on the invested capital which means there is a possiblity of high profitability if invested funds are  used properly.

Net Present Value (NPV): This project has a positive NPV of £1.3 million when calculated using the “10% discount rate”. This indicates that project will create some value and surpass the initial investment with time. The NPV will also strengthen firm’s financial stability. This regular cash flow in the early years will enrich predictability and help the firm in navigating the liquidity crisis.This Net Present Value confirms that it will increase the wealth of the shareholders.

Profitability Index (PI): This project has PI value of 1.03, Which is above 1. This confirms that project will add some marginal value. It will bring additional £0.03 for every pound invested, to be exact. Given the firm’s financial position, this project A is a safe investment opportunity that is capable of supporting gradual recovery.

Internal Rate of Return (IRR): “Project A” has 11.33% IRR, which is slightly above 10% cost of capital. Because of the low IRR, this is a low-risk project that can recover it’s investment eventually but firm should not give higher priority.

“Project B”

Payback Period:  The “Project B” has initial investment of £30 million with a potential to generate £6 million as annual cash inflows. Hence, 5 years of total PBP. This project has weaker liquidity and slower capita recovery.

Accounting Rate of Return: This project has moderate ARR of 20%. This project can offer some financial stability but less profitability and slower returns.

Net Present Value (NPV): The NPV for this project is nearly £7.2 million at the 10% discount rate. This suggests the project is value destructive and not capable of recovering the investment. For a struggling firm like GE, project like this can increase financial pressure instead of providing stability.

Profitability Index (PI): This project has profitability index of 0.76, which is lower than 1. Hence, “Project B” will not be able to generate sufficient returns and tighten the liquidity problem and shareholder value can fall even further.

Internal Rate of Return (IRR): With a negative IRR of 0%, this project signals operational inefficiencies and can not improve the liquidity problems of financially weakened firm. This project is not a profitable investment.

“Project C”

Payback Period: With an initial capital investment of £50 million, “project C” will generate “cumulative cash inflow” of £35 million by the end of Year 3. with recovery of  additional £15 million, the project has PBP of 3 years and 7 months in total. These numbers ensure better liquidity to the firm with the promise of future growth.

Accounting Rate of Return: The project will generate a total return of £75 million within 5 years from initial investment of £50 million. So the ARR comes to 30%, which is highest among the 3. The project promises increment in share holder value with efficient use of invested capital.

Net Present Value (NPV): “Project C” has a positive NPV of nearly £4.2 million. Which shows that project can surpass the discount rate of 10% and increase shareholder wealth. Overall, it will provide long term profitability and growth.

Profitability Index (PI): This project has highest PI among all the 3. With a PI of 1.08, project C can generate additional £0.08 for each pound that is invested within discounted inflows. Although it requires highest capital investment, it uses the capital efficiently and promises increse in future cash inflow. This can ultimately improve firm’s financial situation.

Internal Rate of Return (IRR): “project C” has estimated IRR of 12.72%, which is above the “10% discounted rate”. When considered with positive NPV and the highest measures of profitability, this project indicates value creation it has higher future growth potential. 

4.2 Final Investment Recommendation and Justification

Given the firm’s financial condition and other investment constraints, the firm should exclusively invest in “Project C”, as it requires an initial capital of £50 million and still leaves £10 million liquidity buffer from the £60 million budget. Project B destroys shareholder value and Project A is less profitable compared to the chosen one. The goal is to maximize total Net Present Value (NPV) within the capital limit.
General Electronic’s profitability has eroded during 5 year and reached -6.1% in 2024. To adress this problem, project C oofers highest ARR of 30.0% and an Internal Rate of Return (IRR) of 12.72%, which exceeds the 10% cost of capital. NPV of project C is £4.22 million, which is more than triple compared to Project A (£1.32 million). As firm’s retained earnings have dropped over the 5 years, this is an important metrics to consider. While project A is faster in liquidity recovery with 3.4 years, project C is not far behind with payback period of 3.6 years. This marginal difference can not justify the significant loss in absolute profitability offered by Project C. Project C makes the most efficient use of invested capital with PI of 1.084 and sheer volume of cash generated by the end of 5 years (£75 Million) will provide a necessary equity buffer to restore the firm's depleted equity base. The firm can improve its Altman Z-Score of 1.43 by choosing the most profitable project.

4.3 Conclusion

It can be seen from the five-year financial trajectory of General Electronics (2020–2024), that the  firm’s revenue has collapsed by a 36% and an Altman Z-Score of 1.43 has placed it firmly within the "distress zone". which means, the firm is in a state of critical distress. It went from a profitable entity in 2020 to a £98.2 billion net loss generating entity in 2023, which shows a poor cost management and operational inefficiency.
To manage this decline, a multi-faceted turnaround strategy has been proposed by the CFO. The immediate cash crunch will be addressed through receivables factoring, which supported by a £35 billion equity injection will restore the firm's equity base. By addressing the long cash operating cycle of 130-days, the firm will move from reactive crisis management to proactive liquidity control through automated tracking and tiered credit limits. By investing in project C, management will use the capital more efficiently to drive long-term growth and maximize shareholder wealth.
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Appendices 
Appendix 1: Ratio analysis
i) Profitability
Net Profit Margin: 
Formula : Net Profit = (Net Income / Net Sales) × 100
Calculation For 2024,
Net Profit = (-24,029 / 394,879) ​× 100 = -6.09%
	Particulars
	2020 (Million)
	2021 (Million)
	2022 (Million)
	2023 (Million)
	2024 (Million)

	Net income
	38578
	5301
	407
	-98238
	-24029

	Net sales
	614680
	601602
	542751
	420457
	394879

	Net profit margin
	6.28
	0.88
	0.07
	-23.36
	-6.09






Operating Profit Margin: 
Formula : Operating Profit = (Operating Income / Net Sales) × 100
Calculation For 2024,
Operating Profit = (-15,297 / 394,879) ​× 100 = -3.87%
	Particulars
	2020 (Million)
	2021 (Million)
	2022 (Million)
	2023 (Million)
	2024 (Million)

	Operating profit
	37267
	23253
	14548
	-85301
	-15297

	Net sales
	614680
	601602
	542751
	420457
	394879

	Operating profit margin
	6.06
	3.87
	2.68
	-20.29
	-3.87






Return On Equity: 
Formula : Return on Equity = (Net income / Shareholder’s Equity) x 100
Calculation For 2024,
Return on Equity = (24029 / 153,105) x 100 = -15.69%
	Particulars
	2020 (Million)
	2021 (Million)
	2022 (Million)
	2023 (Million)
	2024 (Million)

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

	Shareholder’s Equity
	313,301
	275,949
	268,406
	178,920
	153,105

	Return on Equity
	12.31%
	1.92%
	0.15%
	-54.91%
	-15.69%





ii) Liquidity
Current Ratio: 
Formula : Current Ratio = (Total Current Assets / Total Current Liabilities)
Calculation For 2024,
Current Ratio = (242,494 / 158,291) = 1.53
	Particulars
	2020 (Million)
	2021 (Million)
	2022 (Million)
	2023 (Million)
	2024 (Million)

	Current asset
	326,843
	337,146
	338,040
	258,851
	242,494

	Current liability
	179,510
	216,787
	216,473
	161,148
	158,291

	Current ratio
	1.82
	1.56
	1.56
	1.61
	1.53






Quick Ratio: 
Formula : Quick Ratio = (Total Current Assets - Inventories) / Total Current Liabilities
Calculation For 2024,
Quick Ratio = (242,494 – 79355) / 158,291 = 1.03
	Particulars
	2020 (Million)
	2021 (Million)
	2022 (Million)
	2023 (Million)
	2024 (Million)

	Current asset
	326,843
	337,146
	338,040
	258,851
	242,494

	Current liability
	179,510
	216,787
	216,473
	161,148
	158,291

	Inventory
	120430
	134469
	140181
	88273
	79355

	Quick ratio
	1.15
	0.93
	0.91
	1.06
	1.03






Iii) Efficiency
Inventory Turnover Ratio: 
Formula : Inventory Turnover Ratio = Cost of sales / Inventory
Calculation For 2024,
Inventory Ratio = 280,885 / 79355 = 3.54
	Particulars
	2020 (Million)
	2021 (Million)
	2022 (Million)
	2023 (Million)
	2024 (Million)

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

	Inventory
	120430
	134469
	140181
	88273
	79355

	Inventory turnover ratio
	3.64
	3.19
	2.79
	3.66
	3.54






Receivable Turnover Ratio: 
Formula : Receivable Turnover Ratio = Net sales / Account receivable
Calculation For 2024,
Receivable Turnover Ratio = 394,879 / 114182 = 3.46
	Particulars
	2020 (Million)
	2021 (Million)
	2022 (Million)
	2023 (Million)
	2024 (Million)

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

	Account receivable
	129433
	129215
	112346
	112596
	114182

	Receivable turnover ratio
	4.75
	4.66
	4.83
	3.73
	3.46






iv) Gearning
Debt to Equity Ratio: 
Formula : Debt to Equity Ratio = Total Liabilities / Shareholders Equity
Calculation For 2024,
Debt to Equity Ratio = 170,249 / 153105 = 1.11
	Particulars
	2020 (Million)
	2021 (Million)
	2022 (Million)
	2023 (Million)
	2024 (Million)

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

	Shareholders Equity
	313301
	275949
	268406
	178920
	153105

	Debt to equity ratio
	0.63
	0.85
	0.88
	0.99
	1.11






Interest Coverage Ratio: 
Formula : Interest Coverage Ratio = Operating income / Interest expense
Calculation For 2024,
Interest Coverage Ratio = -15,297 / 3361 = -4.55
	Particulars
	2020 (Million)
	2021 (Million)
	2022 (Million)
	2023 (Million)
	2024 (Million)

	Operating income
	37,267
	23,253
	14,548
	-85,301
	-15,297

	Interest expense
	1422
	566
	2200
	4332
	3361

	Interest coverage ratio
	26.21
	41.08
	6.61
	-19.69
	-4.55






v) Investment
Earnings per Share: 
	Particulars
	2020 (Million)
	2021 (Million)
	2022 (Million)
	2023 (Million)
	2024 (Million)

	Earnings per share
	2.78
	0.39
	0.03
	-7.64
	-1.85






VI) Cashflow
Operating Cash Flow Margin: 
Formula : Operating Cash Flow Margin = (Operating Cash Flow / Net Sales) x 100
Calculation For 2024,
Operating Cash Flow Margin = (14,822 / 394879) x 100 = 3.75%
	Particulars
	2020 (Million)
	2021 (Million)
	2022 (Million)
	2023 (Million)
	2024 (Million)

	Operating Cash Flow
	73,392
	40,283
	10,926
	25,190
	14,822

	Net sales
	614680
	601602
	542751
	420457
	394879

	Operating Cash Flow Margin
	11.94
	6.70
	2.01
	5.99
	3.75






Free Cash Flow Margin: 
Formula : Operating Cash Flow Margin = ((Operating Cash Flow - Capital Expenditure) / Net sales) x 100
Calculation For 2024,
Operating Cash Flow Margin = ((14,822 - 4572) / 394879) x 100 = 2.60%
	Particulars
	2020 (Million)
	2021 (Million)
	2022 (Million)
	2023 (Million)
	2024 (Million)

	Operating Cash Flow
	73,392
	40,283
	10,926
	25,190
	14,822

	Capital expenditure
	16862
	12586
	14006
	8116
	4572

	Net sales
	614680
	601602
	14006
	420457
	394879

	Free Cash Flow Margin
	9.20
	4.60
	-21.99
	4.06
	2.60







Appendix 2: Investment analysis
1. Project A (Initial Investment: £40,000,000)

Cash Inflows: 
Year 1: £10m 
Year 2: £12m 
Year 3: £14m 
Year 4: £10m
Year 5: £8m

Accounting Rate of Return (ARR):
Total Cash Inflow: £10m+£12m+£14m+£10m+£8m = £54,000,000
Average Annual Cash Inflow: £54,000,000/5 years = £10,800,000
Calculation: (£10,800,000/£40,000,000)×100 = 27.0%

Payback Period (PBP):
Cumulative Cash Flow (Year 3): £10m+£12m+£14m=£36,000,000
Remaining to recover at start of Year 4: £40m−£36m=£4,000,000
Recovery Fraction: £4,000,000/£10,000,000 (Year 4 Inflow)=0.4 years
Calculation: 3 years+0.4 years=3.4 years (3 years, 4.8 months)

Net Present Value (NPV) @ 10%:
Year 1 PV: £10,000,000×0.909=£9,090,000
Year 2 PV: £12,000,000×0.826=£9,912,000
Year 3 PV: £14,000,000×0.751=£10,514,000
Year 4 PV: £10,000,000×0.683=£6,830,000
Year 5 PV: £8,000,000×0.621=£4,968,000
Total Present Value (PV): £41,314,000
Calculation: £41,314,000−£40,000,000= +£1,314,000


Profitability Index (PI):
Calculation: £41,314,000/£40,000,000=1.033

Internal Rate of Return (IRR):
Since NPV is positive at 10%, IRR must be higher than the discount rate.
Calculation: 11.33%

2. Project B (Initial Investment: £30,000,000)

Cash Inflows: 
Year 1–5: £6,000,000 annually
Accounting Rate of Return (ARR):
Total Cash Inflow: £6m×5=£30,000,000
Average Annual Cash Inflow: £30,000,000/5 years=£6,000,000
Calculation: (£6,000,000/£30,000,000)×100=20.0%

Payback Period (PBP):
Calculation: £30,000,000/£6,000,000=5.0 years

Net Present Value (NPV) @ 10%:
Total PV: £6,000,000×3.791 (Annuity Factor)=£22,746,000
Calculation: £22,746,000−£30,000,000=−£7,254,000

 Profitability Index (PI):
Calculation: £22,746,000/£30,000,000=0.758

Internal Rate of Return (IRR):
Because the total undiscounted cash inflow (£30m) equals the initial investment (£30m), the break-even rate is zero.
Calculation: 0.0%


3. Project C (Initial Investment: £50,000,000)

Cash Inflows: 
Year 1: £5m 
Year 2: £10m 
Year 3: £20m 
Year 4: £25m 
Year 5: £15m

Accounting Rate of Return (ARR):
Total Cash Inflow: £5m+£10m+£20m+£25m+£15m=£75,000,000
Average Annual Cash Inflow: £75,000,000/5 years=£15,000,000
 Calculation: (£15,000,000/£50,000,000)×100=30.0%

Payback Period (PBP):
Cumulative Cash Flow (Year 3): £5m+£10m+£20m=£35,000,000
Remaining to recover at start of Year 4: £50m−£35m=£15,000,000
 Recovery Fraction: £15,000,000/£25,000,000 (Year 4 Inflow)=0.6 years
Calculation: 3 years+0.6 years=3.6 years (3 years, 7.2 months)

Net Present Value (NPV) @ 10%:
Year 1 PV: £5,000,000×0.909=£4,545,000
Year 2 PV: £10,000,000×0.826=£8,260,000
Year 3 PV: £20,000,000×0.751=£15,020,000
Year 4 PV: £25,000,000×0.683=£17,075,000
Year 5 PV: £15,000,000×0.621=£9,315,000
Total PV: £54,215,000
Calculation: £54,215,000−£50,000,000=+£4,215,000

Profitability Index (PI):
Calculation: £54,215,000/£50,000,000=1.084

Internal Rate of Return (IRR):
Calculation: 12.72%
Net income	
2020	2021	2022	2023	2024	38578	5301	407	-98238	-24029	Net sales	
2020	2021	2022	2023	2024	614680	601602	542751	420457	394879	Net profit margin	
2020	2021	2022	2023	2024	6.28	0.88	0.07	-23.36	-6.09	


Operating progit	
2020	2021	2022	2023	2024	37267	23253	14548	-85301	-15297	Net sales	
2020	2021	2022	2023	2024	614680	601602	542751	420457	-20.29	Operating profit margin	
2020	2021	2022	2023	2024	6.06	3.87	2.68	-20.29	-3.87	


Net income	
2020	2021	2022	2023	2024	38572	5301	407	98238	24029	Shareholder`s Equity	
2020	2021	2022	2023	2024	313301	275949	268406	178920	153105	Return on Equity	
2020	2021	2022	2023	2024	12.31	1.92	0.15	-54.91	-15.69	


Current asset	
2020	2021	2022	2023	2024	326843	337146	338040	258851	242494	Current liability	
2020	2021	2022	2023	2024	179510	216787	216473	161148	158291	Current ratio	
2020	2021	2022	2023	2024	1.82	1.56	1.56	1.61	1.53	


Current asset	
2020	2021	2022	2023	2024	326843	337146	338040	258851	242494	Current liability	
2020	2021	2022	2023	2024	179510	216787	216473	161148	158291	Inventory	
2020	2021	2022	2023	2024	120430	134469	140181	88273	79355	Quick ratio	
2020	2021	2022	2023	2024	1.15	0.93	0.91	1.06	1.03	


Cost of sales	
2020	2021	2022	2023	2024	438424	428586	390459	322897	280885	Inventory	
2020	2021	2022	2023	2024	120430	134469	140181	88273	79355	Inventory turnover ratio	
2020	2021	2022	2023	2024	3.64	3.19	2.79	3.66	3.54	


Net sales	
2020	2021	2022	2023	2024	614680	601602	542751	420457	394879	Account receivable	
2020	2021	2022	2023	2024	129433	129215	112346	112596	114182	Receivable turnover ratio	
2020	2021	2022	2023	2024	4.75	4.66	4.83	3.73	3.46	


Total Liabilities	
2020	2021	2022	2023	2024	196989	234399	235757	176952	170249	Shareholders Equity	
2020	2021	2022	2023	2024	313301	275949	268406	178920	153105	Debt to equity ratio	
2020	2021	2022	2023	2024	0.63	0.85	0.88	0.99	1.11	


Operating income	
2020	2021	2022	2023	2024	37267	23253	14548	-85301	-15297	Interest expense	
2020	2021	2022	2023	2024	1422	566	2200	4332	3361	Interest coverage ratio	
2020	2021	2022	2023	2024	26.21	41.08	6.61	-19.69	-4.55	


Earnings Per Share	
2020	2021	2022	2023	2.78	0.39	0.03	-7.64	-1.85	


Operating Cash flow	
2020	2021	2022	2023	2024	73392	40283	10926	25190	14822	Net sales	
2020	2021	2022	2023	2024	614680	601602	542751	420457	394879	Operating cash Flow Margin	
2020	2021	2022	2023	2024	11.94	6.7	2.01	5.99	3.75	


Operating Cash Flow	
2020	2021	2022	2023	2024	73392	40283	10926	25190	14822	Capital expenditure	
2020	2021	2022	2023	2024	16862	12586	14006	8116	4572	Net sales	
2020	2021	2022	2023	2024	614680	601602	14006	420457	394879	Free Cash Flow Margin	
2020	2021	2022	2023	2024	9.2	4.6	-21.99	4.06	2.6	
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