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I An Overview — For Level 2 Participants

Part 1 — A comprehensive analysis of Tsit Wing Group’s financial
performance with interpretation FESEEBE I 7RI K E0

Part 2 — Formulate a business plan for Tsit Wing Group’s beverage and
food operations in Hong Kong
(a) ...
(b) ...

(c) Business plan
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Part 1:

Financial Ratios BAFSEE R 474




Instruction - 1

Apply the “continuing operations JFE K B

information, if available, on the Consolidated

Statement of Profit or Loss 45 & fEin3%




= Consolidated Statement of Profit or Loss
REBE®ER

Year ended 31 December 2019
B E2019F12A3IH I EF

2019 2018
Apply the results from T pnd
continuing operation only. Notes HK$'000 HIK$'000
80P y Ff kE FHT FH&T
CONTINUING OPERATIONS BHERRE
REVENUE WA 5 784,998 831,072
Cost of sales HEMRAX (475,166) (516,894)
Gross profit EF| 309,832 314,178
Other income H i A 5 5,127 2,968
Selling and distribution expenses HE RS EHMX (115,863) (117,147)
Administrative expenses TERRX (79,204) (91,770)
=9 Other expenses, net Hip LR (5,104) (11,068)
Finance costs BEMRA 6 (3,509) (4,513
PROFIT BEFORE TAX FROM RASERBEREN
CONTINUING OPERATIONS P! 7 111,279 92,648
Income tax expense PGB = 10 (21,466) (19,408)
PROFIT FOR THE YEAR FROM FREBERXEHFEBER
- CONTINUING OPERATIONS =R 89,813 73,240
I “DISCONTINUED OPERATION  E#uim® .~~~ ——=—°=°7
(LOSS)/PROFIT FOR THE YEAR 3 .
FROM A DISCONTINUED Please ignore the impact of the

discontinued operation on the
PROFIT FOR THE YEAR Group’s profit or loss in both years:.

l
l
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Instruction -2 & 3

Apply Average figures .58 :

2019 Avg =7%(31.12. 2019 + 1.1.2019)

2018 Avg =7 (31.12. 2018 + 1.1.2018)
31.12.2019 & 1.1.2019 => 2019 Annual Report

1.1.2018 => 2018 Annual Report



Consolidated Statement of Financial Position

Goodwill

1.1.2018
31.12.2017

2018
Annual
Report

Avg. Inventory 2019

&2 O Bt IE 4R R R 1.1.2019
31 December 2019 31122018
2019412 4318 Didssalodon 29
2019 2018
20194 20184
Notes HK$’000 HK$'000
y i) & 1 PRE F#xT FET
NON-CURRENT ASSETS FARERE
Property, plant and equipment 7k B 14 147,405 102,683
Prepaid land lease payments 45 o AH 8 45 AR 15 - 10,920
K 16 - 15,447
Intangible assets mivAE 17 419 2,873
Deposits paid for purchases of items BBV % - BFE Ri&#
of property, plant and equipment HER® 10,324 3,602
Prepayments, deposits and other BARE - RERRLEK
receivables RIH 20 5,024 3,819
Deferred tax assets i GE B A 27 2,460 2,783
Total non-current assets JERBREMRE 165,632 142,127
Crones —— TH
Inventories FH 18 125,748 205,795
Tade recevables T 25 I oA T8 T0 118,855 163,848
Prepaid land lease payments M &R 15 - 393
Prepayments, deposits and other FARE - RE R b UK
receivables ] 20 12,852 19,577
Tax recoverable a] Y2 [8] B 1A 205 1,117
Cash and cash equivalents RERBEER/Y 21 315,211 328,684
Total current assets i B /2R 572,871 719,414



Ratio Notes:

Analysis « Share price 31.12.2019: $5
- lllustration * Share price 31.12.2018: $6.5
ABM Limited

Consolidated Statement of Profit or Loss 4 & 85 3e
For the Year Ended December 31

2019 2018
Revenue Ug A S 450,000 S 300,000
Cost of sales $H & kAN 380,000 250,000
Gross profit FFl] 70,000 50,000
Selling and distribution $5%8 K 47885 52 7,000 6,000
Administrative expenses 1T B % 30,000 20,000
Other income and expenses E A UL A K Be <7 0 0
Finance costs FI| & /Rl & k4~ 1,500 1,500
Profit before tax FFil;HF] 31,500 22,500
Income tax expense FTEF5 7 5,000 3,000
Profit for the year &=4EF3 18 5K $ 26,500 $ 19,500
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Ratio
Analysis

- lllustration

ABM Limited

Consolidated Statement of Financial Position

December 31

ASSETS &

NON-CURRENT ASSETS FE B & =
e Property, plant and equipment (net)
R M Setkes (FRE)
Total non-current assets
CURRENT ASSETS )i Bi&
e Inventory (+ 5
e Trade receivable (net) JEULTEZR (;FH)
e Cashifi%
Total current assets
Total assets

LIABILITIES AND EQUITY & & F B s i 25

NON-CURRENT LIABILITIES JER B & (&
e Interest-bearing bank borrowings
s RS TERK
Total non-current liabilities
CURRENT LIANBILITIES 7 &/ & (&
e Trade payable JE{SEZK
e Income taxes payable FI[{5F5 FE(FK3E
Total current liabilities
Total liabilities
SHAREHOLDERS' EQUITY F& B A% 75
e Share capital J&7 ($2 par [H{H)
e Reserves

Total shareholders' equity
Total liabilities and equity

SEES SR =

2019 2018 2017
$ 39,000 $ 28,500 $20,000
39,000 28,500 20,000
$ 50,000 $ 30,000 20,000
100,000 85,000 81,000
1,000 1,000 4,000
151,000 116,000 105,000
$ 190,000 $ 144,500 $ 125,000
$ 12,000 $ 18,000 $ 10,000
12,000 18,000 10,000
$ 80,000 $ 70,000 $ 60,000
30,000 15,000 12,000
110,000 85,000 72,000
$ 122,000 $ 103,000 82,000
$ 22,000 $ 22,000 20,000
46,000 19,500 23,000
68,000 41,500 43,000
$ 190,000 $ 144,500 $ 125,000




(For Level 2 participants)

Ratio Analysis
1. Profitability Ratios ZZF1EE /] m

(i) Gross profit margin & FI>& Level 1
(ii) Net profit margin ;5132 Level 1
(iii) Return on average capital employed (ROCE) 32358 FHE SRR Vs. Level 1
(iv) Return on average assets (ROA) Y24 & 7 O] H w
2. Vanagement Efficiency m 3. Liguidity Ratios it =] & s& m
3 s 5 .
Ratios = 45ese (i) Current ratio Jfii B3R Level 1
(i) Average inventory turnover w (i . s =
_ - ii) Quick ratio ZE&EEER Level 1
period “FH477 £ R AR -

(iii) Cash ratio g EER ‘w

4. Solvency Ratios {E{55E 1] m

(ii) Average trade payables w
repayment period IR EHAIR

(iii) Average Total assets Vs. (i) Gearing ratio FEFEEER Level 1
LA GRS e FE . . :
turnover L A A Level (i) Debt to equity ratio SR A L2 ﬁ

(iii) Time interest earned FI| 5 {RE {8 w

5. Investment Appraisal Ratios #& = i m

(i) Earning per Share (EPS) ks &7 K| Level 1
(ii) Price earning ratio (P/E ratio) i &3 w

10



(Same as Level 1)

Profitability Ratios &7 #I/5E J1EEE

Gross Profit Margin FI|Z

Net Profit Margin J&F]3

Gross Profit £FI| Net Profit Before Tax F2 i} FF|
Revenue $5 & Revenue $H &
2019 2018 2019 2018
$70,000/5450,000 $50,000/5300,000 $31,500/5450,000 $22,500/5$300,000
15.56% 16.67% 7.00% 7.50%

From each $100 revenue made, less amount was
generated to cover operating and non-operating
expenses than last year.

A decrease of profit generated from revenue.
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(Level 2 vs. Level 1)

Profitability Ratios &7 #I/5E J1EEE

Return on Average Capital Employed (ROCE) 315 B & S i il

* Rate of return based on the book value of long-term capital investment made in
the business.

Profit Before Interest and Tax ¥I| & K #2 A1 /FF]

Formula: Average Capital Employed Y2153 FHE &,
i.e., Non-current LiabilityJE)ii B & (& + Equity A& Bz

2019 2018

($31,500 + $1,500) ($22,500 + $1,500)
% ($12,000 + $68,000 + $18,000 + $41,500) % ($18,000 + $41,500 + $10,000 + $43,000)

Working:

Results: 47.31% 42.67%

For every $100 of long-term capital investment made in the business,t

Comments: more operating profit in 2019.

12



Profitability Ratios &7 #I/5E J1EEE

w (Level 2)

Return on Average Assets Y235 & EE[O] &

e Rate of return based on the book value of assets.
« Measures how effectively a company uses its resources/asset (& &) to

generate net income.

ik del

Net profit after tax 7

Formula: -
Average total assets Ig4EE FE
2019 2018
) $26,500 $19,500
Working: - —
% (5144,500 + $190,000) % ($125,000 + $144,500)
Results: 15.84% 14.47%
Comments:

in 2019 than 2018.

The company is earning mire profit with the existing assets

13



o (Level 2)

Management Efficiency Ratios %}E&?&%l =

Average Inventory Turnover Period 23575 EEHAR

)

* the average number of days the company holds its inventory before

selling it.
\[ZHE g =
Formula: Average lnventor?r,q:lt/{]?‘??;\ * 365 days
Cost of Sales ﬁrﬁl%}ﬁji
2019 2018
Working: % ($50,000 + $30,000) - e % ($20,000 + $50,000) * 365
$380,000 $250,000
Results: 38.42 days 36.50 days
Comments:

The average selling time of 38.42 days in 2019 is longer than
that in 2018. i

14




—a

Management Efficiency Ratios ‘& %

A/

l w (Level 2)

Average Trade Payables Repayment Period Y235 RREEHAFR

* the average number of days which a company must pay for its credit
purchases.

Average Trade Payables ﬂ?ﬁ)@ﬁ%‘?ﬁ *365 davs
Credit Purchase E,%E% Y

Formula:
Cost of Sales + Closing Inventory - Opening Inventory
HWEKA + BRFE - HvEE
2019 2018
Working: % ($80,000 + $70,000) . % ($60,000 + $70,000) *365
$380,00 + $50,000 — $30,000 $250,000 + $30,000 — $20,000
Results: 68.44 days 91.25 days
e R— The average settlement time for credit purchase ([H) is 68.44

days in 2019, being 22.81 days earlier than in 2018. ‘

15




(Level 2 vs. Level 1)

Management Efficiency Ratios %@&Q%l

= =
5)2%

 Measures how efficiently a company uses its assets to generate
revenue.

Average Total Assets Turnover Y2 H2EE A

Revenue I A
Average Total Assets SEIS4REE

Formula:

2019 2018
, S450,000 $300,000
Working:
% (5$190,000 + $S144,500) % ($144,500 + $125,000)
Results: 2.69 times 2.23 times
Comments: The company has efficiently used its assets, much more‘
" revenue is generated in 2018 than last year.

16



(Same as Level 1)

Liquidity Ratios Jii 8 & & L2

Current Ratio )i BJEE®&

Current Assets i B &7
Current Liabilities Jigh& (&

Quick Ratio &)L

Current Assets )i B & /e — Inventories {7 & — Prepayments TE{f Z(3A

Current Liabilities JRiE & (&

2019 2018
$151,000/$110,000 $116,000/5$85,000
1.37:1 136 - 1

The company does not have short
term debt-paying problem.

2019 2018

($151,000 - $50,000 - $0)/$110,000 ($116,000 - $30,000 - $0)/$85,000
0.92:1 1.01 * 1

The company may have immediate debt-paying liquidity
problem.

17




w (Level 2)

Liquidity Ratios )it & 5 RS

Cash Ratio ¥ &EE®R

» for every dollar of current liabilities, the dollar amount of CASH the
company has.
* the most conservative of all the liquidity measurement.

Cash and Cash Equivalents IR &

Formula:
Current Liabilities JiE1&{E

2019 2018

1,000 1,000
Working: 21,000 21,000

$110,000 $85,000
Results: 0.01:1 001 :1
There is insufficient cash on hand to pay off short-term
Comments:

debt in both 2018 and 20109.
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(Same as Level 1)

Solvency Ratios {E{&gE JIEE

Gearing Ratio fEfREE®R
S Interest-bearing Bank Borrowings 51 B $R{T{E5K
' Share Capital f& 7 + Reserves &
2019 2018
) S0 +$12,000 SO + $18,000
Working:
$22,000 + $46,000 $22,000 + $19,500
Results: 17.65% 43.37%

Decline in Gearing ratio indicates the company is less debt-

T financing.
" The company has less difficulties in repaying debts from its
equity funds.

19




w (Level 2)

Solvency Ratios {E{&gE JIEE

Debt to Equity Ratio {EREASA LR

how much debt a company is using to finance its assets relative to the
amount of value represented in shareholders' equity.

* Debt to equity ratio (&5 A LE%) of 100% would mean that investors
and creditors have an equal stake in the business assets.

Total Liabilities 28 & (&
Formula: )
Total Equity &G BRIEZS

2019 2018
. $122,000 $103,000
Working:
$68,000 $41,500
Results: 179.41% 248.19%

Comments: the company is less debt-financing in 2019. ‘

20



w (Level 2)

Solvency Ratios {E{&gE JIEE

Time Interest Earned ] 5 R [E A28

e anindication of the company’s ability to meet interest payments as
they come due.

Profit Before Interest and Tax %l| B & ¥z Hij 7B F]

AdlullEE Finance Costs | B /B & 4~
2019 2018
. $31,500 + $1,500 $22,500 + S1,500
Working:
$1,500 $1,500
Results: 22.00 times 16.00 times

The company’s interest expense in 2019 is better covered

Comments: at 22 times, compared with that in 2018 of 16 times. '

21



(Same as Level 1)

hvestment Appraisal &fﬁi—ilzfli

Earnings Per Share (EPS) &% &1 F)

Profit for the year 2218 7% K|
Formula: f#E25: Profit Attributable to Owners of the Parent £} 5] ¥ A JE(S Al
Weighted-average No. of Ordinary Shares 33 R fIHE - 258

2019 2018
$26,500 $19,500
11,000 shares 11,000 shares
$2.41 /share S1.77 /share

Much more net income is generated from each issued
ordinary share in 2019 than 2018.

(11,000 shares = 522,000 Share Capital / S2 par value per share)

22



w (Level 2)

hvestment Appraisal &;‘éi—ilzfli

Price-Earnings (P/E) Ratio i I3

e an indicator of investors’ confidence in the prospects of a company.

Current Price Per Ordinary Share ¥ @RS RERG T {E
Earnings Per Share SR% & Al

Formula:

2019 2018
S5/ $2.41 per share $6.5/ $1.77 per share
2.07 times 3.67 times

Investors have a lower degree of confidence in the
company’s prospects.

23



Part 2:

Marketing Budget =45 7EE




Budget Preparation

A budget is a detailed quantitative plan for acquiring and using

financial and other resources over a specified forthcoming time

period.

BUDGET

25



Marketing Categories

Marketing Budget I;‘" i sty [

Major Categories
Social media  F g &*

Print advertising

Online advertising [3g]

\r

e e T and ;‘-l'-;.'\"J‘\ ~'(‘ .
' ! c - s 1S LN
UL TSiatl A B

Event marketing @

T/Radio CJ 2%



Sample Marketing Expenses Budget =% 75 5 #7/)

2021 2022
Q1 Q2 Q3 Q4 1Q1 Q2 Q3 4 | Total
Media 2258 $'000($ '000{$ '000]$ '000{$ '000|$ '000($ '000]$ '000{ $ '000
Television 1R (2 channels) 3,500
Newspapers x4l (1/4 page per issue) 1,100
Direct mail E[ 3% E #5 (10,000 copies by post) 1,200
5,800
Production Z4(E
Television BE1%. (10*27307 advertisements) 1,000
Newspapers #4 (type and photos) 180
Direct mail E{¥EE $ (type and printing) 1,000
2,180
Merchandising #RfE
5% off Coupon {BE =% 1,200
Internet media 48_F 72 50
Store signage fBHE (20 signs per sales area) 250
1,500
Selling costs 57552
Sales incentive programme $5 158 7 =181 200
200
Research Expenses BB %
Market research T35 %% 320
320
otal marketing estimate 482 $4FEE 10,000







