


Executive Summary
This report delivers a comprehensive assessment of Eagle Nice (International) Holdings Limited, highlighting critical areas for improvement to enhance the company’s financial health and competitive positioning. The analysis identifies five primary concerns: governance structure, liquidity management, debt reliance, risk management, and investment project viability.
The dual roles of Chairman and CEO initially raise concerns about the objectivity and accountability of decision-making processes. It is recommended to separate these positions in order to enhance governance and cultivate greater confidence among stakeholders. Furthermore, the decrease in the company's cash ratio indicates a potential liquidity risk. It is critical to implement stringent cash flow management strategies to raise reserves to HK$800 million.
A thorough debt reduction plan is also required, with the goal of reducing loans down to HK$500 million by 2024, due to the substantial increase in bank loans—about 45% from 2021 to 2023. Moreover, the existing risk management system needs improvement by including comprehensive assessment tools and implementing regular evaluations to effectively manage market fluctuations.
And lastly, the planned Indonesian factory has good financial indicators, but the long payback period causes one concerned about its impact on liquidity right away. Implementing a strong monitoring system for this investment is important. By focusing on these specific areas, Eagle Nice will be able to strategically position itself for sustained expansion and long-term achievement in a tremendously competitive market.
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1. Introduction
1.1 Company Background
Eagle Nice (International) Holdings Limited (stock code: 2368.HK) is a leading Hong Kong-based company founded in 1993, specializing in high-quality sportswear and athleisure wear. Since 2006, it has expanded its OEM business ("Original Equipment Manufacturing", based on customer design or custom made products of sportswear. The company has established R&D centers in its production plants and at its Hong Kong headquarters, staffed by industry professionals, enabling it to enhance production technology and diversify its product portfolio (Eagle Nice, 2023).
Eagle Nice focuses on cost management, production efficiency, and implementing automation to strengthen its competitive edge in product quality, customer service and market expansion. The company manufactures premium sports and athleisure apparel, leveraging expertise in fabric technology and supply chain management to form strong collaborations with major international sportswear brands like Nike, Adidas, and Lululemon.  Eagle Nice has been able to take advantage of the strong expansion in the athletic apparel market, driven by a growing customer demand for comfortable, practical, and fashionable sportswear.

1.2 Organization Structure 
Eagle Nice operates with a streamlined organizational structure to efficiently accomplish its strategic objectives and enhance operational efficiency. The company is managed by a highly experienced management team, comprising of the Chairman and Chief Executive Officer, Chung Yuk Sing, and a team of experienced executive directors. The Board of Directors is strengthened by a group of independent non-executive directors who provides strategic oversight and guidance (Eagle Nice, 2023).
Operations are divided into key divisions, which are Product Development, Manufacturing, Innovation and Technology, and Global Sales and Marketing, ensuring superior craftsmanship and responsiveness to international customers. The company maintains production facilities in Asia, including China, Vietnam, and Indonesia, optimizing logistics and mitigating supply chain risks, thereby strengthening its competitive position in the sportswear market (Eagle Nice, 2023). 
1.3 Operating Business Overview
Manufacturing Divisions
Eagle Nice's vertically integrated approach, covering design, manufacturing, and supply chain management that enables rapid responses to market trends and customer demands. The manufacturing division, comprising sportswear sales and subcontracting services, experienced steady growth, with a 24.4% increase in sportswear sales from 2021 to 2023 as shown in Figure 1.1.  In 2023, subcontracting services generated HK$10.6 million in revenue, an increase from HK$0 in 2021 (Eagle Nice, 2021, 2022, 2023).
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Operating Segment by locations
To support expansion and improve efficiency, Eagle Nice has acquired new plants in China, Indonesia, and Vietnam, optimizing its manufacturing capabilities. The integration of these sites, along with advanced automation and digitization, has enhanced operational flexibility. While most non-current assets are in China, Indonesia and Vietnam have seen significant growth, with a 79.1% increase in non-current assets from 2021 to 2023 as displayed in Figure 1.2 (Eagle Nice, 2021, 2022, 2023).
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Customers distribution
Eagle Nice's revenue is significantly dependent on a few major customers.  In figure 1.3, this demonstrates the top three contributors that account for more than 10% of the overall revenue.  The company is focused on diversifying its customer base to enhance long-term sustainability and risk management (Eagle Nice, 2021, 2022, 2023).
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1.4 Current and historical performance 
Eagle Nice's financial performance has been mixed in recent years. Refer to figure 1.4, revenue rose by 7.7% to HK$3,249 million in FY2021, with net profit attributable to owners increasing 40.8% to HK$314 million, driven by higher sportswear demand during COVID-19.  However, in 2022, revenue grew 9% to HK$3,668 million, but profitability declined, with a gross profit margin of 17.7% and profit before tax dropping 13.8% to HK$363.9 million. In FY 2023, revenue improved by 10% to HK$4,051 million, profit before tax rose 9.8% to HK$399.4 million and profit attributable to owners increased 6.5% to HK$293 million, with a gross profit margin improving to 18.7%, reflecting effective cost management (Eagle Nice, 2021, 2022, 2023).
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1.5 Industry landscape and competitive environment
The sportswear manufacturing industry is highly competitive, with companies pursuing market share through innovation, cost optimization, and partnerships. Rising labor and raw material costs pressure profit margins, requiring adjustments in sourcing and production. Consequently, manufacturers are exploring alternative locations and automation for efficiency.  A key trend is the increasing demand for sustainable sportswear, as consumers prioritize environmental concerns. This shift prompts leading brands to focus on sustainable materials and processes, driving manufacturers to invest in R&D for innovative solutions (Eagle Nice, 2023; Crystal, 2023; Regina Miracle, 2023).

1.6 Research comparison company information
The comparative study focuses on two major players in the sportswear apparel manufacture industry: Crystal Group and Regina Miracle, in contrast to Eagle Nice.  Table 1.1 outlines the background of these companies (Eagle Nice, 2023; Crystal, 2023, Regina Miracle, 2023).
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2. Financial analysis 
This analysis evaluates the financial performance and overall health of three sportswear manufacturers: Eagle Nice, Crystal, and Regina Miracle.  The study covers the comparison of revenue and profitability, growth capacity, financial structure, debt payment ability, operational expense and efficiency, stock market prospects, bankruptcy risk and DuPont Identity. By examining these factors, we aim to gain insights into the competitive positioning and long-term sustainability of these companies, following the framework proposed by Brigham and Houston (2013) for financial analysis of public companies.
2.1 Revenue and Profitability Analysis
A comprehensive analysis of the revenue and profitability performance of Eagle Nice, Crystal, and Regina Miracle from 2021 to 2023, using data collected from their annual reports as shown in Table 2.1.
[image: A table with numbers and a number of numbers

Description automatically generated with medium confidence]





Revenue and Cost of Sales 
From 2021 to 2023, Eagle Nice achieved steady revenue growth of 24.7%, reaching HK$4,051.1 million, while its cost of sales increased by 27.0%. This performance indicates effective management of both revenue and costs.  In contrast, Crystal and Regina Miracle faced fluctuating results from 2022 to 2023. Crystal's revenue fell 12.3%, with a similar decline of 12.9% in cost of sales. Regina Miracle's revenue decreased by 5.6%, while its cost of sales rose 5.2% to HK$5,977.2 million. These divergent trends, illustrated in Figure 2.1, demonstrate how market conditions and strategies can lead to varied outcomes within the same industry. 
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Gross Profit Margin
Eagle Nice's gross profit margin was the most volatile, declining from 20.1% to 17.7% before rising to 18.7%. This volatility indicates greater challenges regarding pricing power and cost structure (Brealey, Myers, and Allen, 2014). In contrast, Crystal's margin remained consistent at around 19%, and Regina Miracle shows the steadiest performance.
EBITDA Margin
The EBITDA margin of Eagle Nice has decreased from 16.5% to 13.4%, indicating a decrease in operational efficiency (Bouwens, De Kok, & Verriest, 2019). In contrast, the other two companies have seen improvements. Crystal's EBITDA margin increased from 9.8% to 14.5%, evidence of improved operational efficiency. Regina Miracle's EBITDA margin remained robust, increasing from 13.8% to 16.7%.
Net Profit Margin
The net profit margin analysis indicates that Eagle Nice and Crystal have consistently maintained strong and steady levels, ranging from 7.4% to 10.1% and approximately 7%, respectively. However, Regina Miracle has shown greater volatility, fluctuating between 2.1% and 6.2%, which may be attributable to a variety of operational and financial factors.
Total Assets Turnover
Eagle Nice's total asset turnover ratio increased from 126.3% in 2021 to 131.8% in 2023 which increased from, indicating improved asset utilization. In comparison, Crystal's ratio decreased from 119.5% in 2021 to 110.3% in 2023, while Regina Miracle's ratio increased from 68.4% in 2021 to 90.8% in 2023, showing less effective use of its assets.
Leverage Ratio
Figure 2.1-1 shown the leverage ratio comparison.  The leverage ratio of Eagle Nice stayed consistently close to 1.8, suggesting a moderate reliance on debt financing. In contrast to Regina Miracle with the highest ratio across three years, whose leverage ratio dropped from 2.8 in 2021 to 4.5 in 2023, indicating a high and growing reliance on debt financing, this strategy was more conservative. The ratio of Crystal remained the lowest, fluctuating at 1.4.
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Profitability Analysis
Figure 2.1-2 illustrates the profitability analysis used by the evaluation of revenue and EBITDA.  Eagle Nice exhibited consistent and impressive revenue growth, increasing by 24.7% to HK$4,051.1 million from 2021 to 2023, outperforming than others. However, Eagle Nice's profitability showed more fluctuations, with its gross profit margin declining before recovering, and its EBITDA margin decreasing from 16.5% to 13.4%, indicating operational challenges. Despite this, the company retained a strong net profit margin ranging from 7.4% to 10.1% and had a relatively lower leverage ratio compared to the more heavily leveraged Regina Miracle.
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2.2 Growth Capability  
Table 2.2 presents data for the analysis of growth capability, focusing on two key metrics: retained yield and self-sustainable growth ratio.
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Retained Yield
According to Penman (2013), retained yield is crucial for assessing a company's ability to self-finance growth, reflecting its decision to reinvest profits instead of paying dividends. Eagle Nice consistently demonstrated a strong retained yield, ranging from 4.6 to 5.9 times during the studied period, indicating effective allocation of earnings for expansion. In contrast, Crystal's retained yield fluctuated between 3.7 and 8.7 times, suggesting limited self-funded growth. Regina Miracle exhibited the greatest volatility, with a retained yield ranging from 23.7 times in 2021 to 6.8 times in 2022, before recovering to 9.0 times in 2023, indicating an unpredictable growth trend.
Self-sustainable growth ratio
The self-sustainable growth ratio provides further insights into the growth dynamics of these companies. As explained by Higgins (1977), this metric represents the maximum growth rate a firm can achieve using only internally generated funds, and it is a crucial indicator of a firm's financial autonomy and growth ability. Eagle Nice maintained a self-sustainable growth ratio consistently above 96%, suggesting a high degree of financial independence and the capacity to fund future expansion primarily through retained earnings. In contrast, Crystal and Regina Miracle displayed more variable self-sustainable growth ratios, indicating a greater reliance on external sources of capital to support their expansion.




2.3 Financial Structure
This section analyzes the financial structure and leverage positions of Eagle Nice, Crystal, and Regina Miracle, based on the data in Table 2.3.  The key ratios analyzed offer insights into the companies' debt financing and financial risk profiles, a point highlighted by Titman and Wessels (1988) in their discussion of the determinants of capital structure.
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Leverage Analysis
The Fixed Asset to Long-term Liability Ratio indicates companies' reliance on long-term debt for financing fixed assets. Eagle Nice maintained a stable ratio of 0.51 to 0.56, suggesting a balanced long-term financing approach. Crystal's ratio declined from 0.48 to 0.38, reflecting a rise in long-term liabilities relative to fixed assets. Regina Miracle had a higher and more stable ratio, ranging from 0.74 to 0.84, indicating a more conservative long-term financing strategy.
Current Liabilities to Net Asset Ratio
The Current Liabilities to Net Asset Ratio evaluates the degree of leverage and financial risk of companies. Among the three companies, Eagle Nice exhibited the most notable change in this ratio. Eagle Nice's ratio increased from 0.62 in 2021 to 0.74 in 2023, showing more reliance on short-term debt financing. This suggests that Eagle Nice may face heightened liquidity pressures and a higher risk of default on its current obligations compared to the other two companies.  On the other hand, Crystal's leverage position decreased as its ratio dropped from 0.43 to 0.33. The ratio of Regina Miracle reduced from 0.77 to 0.37, but it remained above Crystal, indicating a moderately leveraged position.



Current Liabilities to Stock Ratio
The current liabilities to stock ratio of Eagle Nice rose from 1.67 to 1.83, meaning an extensive reliance on short-term debt and an increasing level of liquidity issues. To solve this issue, Eagle Nice could focus on raising equity capital, reducing short-term borrowings, improving working capital management, divesting non-core assets, and implementing cost-cutting measures. Implementing these strategies would facilitate the rebalance the company's capital structure and decrease its financial leverage.
Overall Financial Structure Analysis 
Eagle Nice is recognized for its declining financial profile in comparison to the other two companies. The Current Liabilities to Net Asset ratio increased from 0.62 to 0.74, while the Current Liabilities to Stock ratio climbed from 1.67 to 1.83. These changes indicate an over-leveraged capital structure and mounting liquidity pressures. In contrast, Crystal and Regina Miracle maintained more cautious and enhancing leverage ratios.












2.4 Paying Debt Ability
Table 2.4 presents an overview of liquidity, solvency, and coverage ratios for the three companies from 2021 to 2023, enabling an evaluation of their debt-paying ability and financial strengths and weaknesses.
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Liquidity Ratios – current ratio and quick ratio
Eagle Nice maintains the lowest current ratio and quick ratio among the three companies, ranging from 129.6% to 151.5% and 74.7% to 91.6% respectively over three years. This indicates a relatively lower short-term liquidity position compared to Crystal and Regina Miracle, whose ratios exceed 200%. However, Eagle Nice's liquidity ratios remain above the 100% threshold, suggesting an adequate ability to meet short-term obligations (Brealey et al., 2020).
Debt Structure Ratio
The total debt to fixed asset ratio provides further insight into debt structure. Eagle Nice has the highest ratio at 1.23-1.44, suggesting its debt load is greater than its fixed asset base. In comparison, Crystal maintains a lower ratio around 0.92, indicating its debt is better supported by its long-term investments.





Solvency Ratio
Eagle Nice's total debt ratio in 2023 is 45.3%, this falls between Crystal's 27.1% and Regina Miracle's 59.1% as shown in Figure 2.4-1. To maintain its outstanding coverage ratios in 2021 and 2022, Eagle Nice managed to keep its long-term debt levels extremely low—less than 5% of total assets. Regina Miracle's long-term debt is more than 65% of its assets, which shows a higher degree of financial leverage and risk. The data suggests Eagle Nice has taken on more debt in 2023, though its overall debt levels remain lower than Regina Miracle's.
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Coverage Ratio
 Eagle Nice maintains the strongest interest coverage, with a time interest coverage ratio around 70%, compared to 15-28% for the other two companies.  Similarly, Eagle Nice's cost coverage is considerably higher, providing greater flexibility to service debt. This suggests Eagle Nice is in a stronger position to fulfill its debt obligations relative to Crystal and Regina Miracle.
Overall, the analysis shows that Eagle Nice has a healthier debt profile compared to Regina Miracle. whereas Crystal surpasses Eagle Nice in terms of exceptional liquidity, solvency, and debt structure position. 
2.5 Operating Expenses
Table 2.5 and Figure 2.5 provide valuable insights into the cost structures and financial performance of Eagle Nice, Crystal, and Regina Miracle. Analyzing expense ratios is crucial, as they reflect a company's operational efficiency and ability to manage costs (Rea et al., 1999).
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Employee expenses are fundamental to the manufacturing operations of companies. The data given emphasizes that employee expenses represent a significant proportion of the total expenses for these companies, the importance of effective labor cost management (Srinivasan & Malter, 2017).
Eagle Nice's latest annual report highlights plan to reduce costs by implementing digital technologies (Eagle Nice, 2023). The company has reduced employee expenses through process automation and workforce optimization, as evidenced by the decline in the employee expense ratio from 26.5% in 2022 to 25.0% in 2023. This strategic focus on digitalization aligns with the broader industry trend of manufacturers enhancing productivity and efficiency through technological improvements (Becker & Huselid, 2006).
Besides employee expenses, Eagle Nice has focused on optimizing administrative and depreciation costs.  Effective cost management kept the administrative expense ratio steady at about 7.3% from 2021 to 2023. The depreciation and amortization ratio decreased from 3.3% in 2021 to 3.0% in 2023, indicating better asset utilization and efficiency. These trends reflect Eagle Nice's commitment to enhancing operational performance and competitiveness.

2.6 Operational Efficiency
Table 2.6 presents the ratios for analyzing operational efficiency.
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Total Assets Turnover Ratio
The total assets turnover ratio of Eagle Nice showed an impressive rise from 1.17 in 2022 to 1.32 in 2023. This rise indicates that the company has improved its capacity to generate sales in relation to its total asset base (Brigham & Houston, 2019). The company's focus on process automation and digitalization, as highlighted in its last annual report (Eagle Nice, 2023), could have contributed to the increases in asset utilization efficiency.






Inventory Turnover Ratio
Brigham and Houston (2013) suggest that a higher inventory turnover ratio is beneficial, indicating that a company can sell inventory more quickly, which enhances working capital management and operational flexibility. Eagle Nice's inventory turnover improved from 4.1 in 2022 to 4.9 in 2023, outperforming its competitors, as shown in Figure 2.6. The company adopted a balanced inventory management approach, minimizing stockout risks while maintaining its competitive advantage in the industry.
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Figure 2.6-1 illustrates the relationship between the operating period and cash period for three companies in 2023, highlighting how the duration of the operating cycle affects cash flow management. It demonstrates the connection between converting inventory into sales and collecting cash, underscoring the importance of effective receivables management.
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Average Collection Period 
The average collection period measures the average number of days it takes a company to collect its accounts receivable. A lower number is generally preferable, as it indicates more efficient accounts receivable management (Salek, 2005). Eagle Nice maintained a stable collection period of 39 days in 2022, which improved to 31 days in 2023, indicating efficient accounts receivable management.
Days' Sales in Inventory 
The days' sales in inventory metric represents the average number of days a company's inventory is held before being sold. A lower number presents improved inventory management and operational efficiency. Eagle Nice decreased its days' sales in inventory from 88 days in 2022 to 75 days in 2023, demonstrating improved inventory management and operational efficiency.

Payment period 
The payment period measures the average number of days a company takes to pay its accounts payable. A higher number may indicate a company is taking advantage of supplier credit terms. Eagle Nice's payment period increased from 36 days in 2022 to 42 days in 2023, showing the company may be taking advantage of supplier credit terms.
Operating period 
The operating period is the sum of the average collection period and the days' sales in inventory. A lower operating period reflects enhanced efficiency in a company's overall operating cycle. Eagle Nice's operating period decreased from 127 days in 2022 to 106 days in 2023, reflecting enhanced efficiency in its overall operating cycle.
Cash period 
The cash period is the difference between the operating period and the payment period. A lower cash period indicates more effective cash management and better liquidity. Eagle Nice's cash period improved from 91 days in 2022 to 64 days in 2023, indicating more effective cash management and liquidity.










2.7 Stock Market Prospects Analysis
Table 2.7 presents the stock market prospects focusing on earnings per share (EPS), price-earnings (P/E) ratios, and dividend yields.
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Earnings Per Share (EPS)
Eagle Nice's EPS slightly declined from HK$0.61 in 2021 to HK$0.56 in 2023, reflecting stable performance amid market fluctuations. Crystal's EPS remained unchanged at HK$0.45 over the same period, indicating stagnant earnings. In contrast, Regina Miracle demonstrated inconsistency.
Price-Earnings (P/E) Ratio
The P/E ratio indicates market valuation. Eagle Nice's P/E fluctuated, decreasing from 7.70 in 2021 to 7.63 in 2023, suggesting stability but limited growth potential. Regina Miracle's P/E dropped significantly from 22.34 in 2021 to 9.58 in 2023.
Dividend Yield
Dividend yield is crucial for income-focused investors.  Eagle Nice's yield was the lowest,  indicating a commitment to shareholder returns. In contrast, Crystal's yield and Regina Miracle's yield rose significantly.






2.8. Bankruptcy Index and Z-Score Analysis
The Z-Score, created by Edward Altman, is a highly recognized model for predicting corporate bankruptcy (Altman, 1968).  A Z-score above 2.99 indicates a low probability of bankruptcy, but a score below 1.81 indicates a high risk of bankruptcy.   As shown in Table 2.8 and Table 2.8-1, the Z-score analysis reveals significant differences in the financial stability for three companies.
[image: A table with numbers and a number on it

Description automatically generated]







Figure 2.1 compares the Z-Scores of three companies. Eagle Nice consistently maintains a Z-score above the 2.99 benchmark, indicating a stable financial situation with a low bankruptcy risk. Regina Miracle's Z-score, while improving, remains below 2.99, signaling a higher risk of financial distress. Crystal's Z-score ranges from 1.81 to 2.99, suggesting a moderate bankruptcy risk (Altman, 1968).  The Z-score is affected by factors such as working capital management, profitability, asset utilization, and leverage, underscoring the importance of ongoing financial monitoring and strategic decision-making to sustain a competitive edge in the industry.
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2.9 DuPont Identity
Eagle Nice's DuPont analysis for 2023 illustrates its strong financial performance. In Table 2.8, the company had the greatest ROA of 9.8% and ROE of 17.9%, demonstrating good resource management. A net profit margin of 7.4% and a total assets turnover of 131.8% are two examples of how the DuPont identity is visually represented in Figure 2.8.  Given its great profitability and asset utilization, Eagle Nice presents a more appealing investment than the other two, even if Regina Miracle has a higher ROE of 19.8% (Robinson et al. 2012).
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3. Corporate Governance – Internal control and risk management
3.1 Corporate Governance System
The corporate governance system of Eagle Nice (International) Holdings Limited is systematically designed to improve transparency, accountability, and long-term sustainability (Eagle Nice, 2023). This governance framework aligns with established standards and legal requirements, ensuring effective risk management and the achievement of the company’s strategic objectives. As noted by Aras and Crowther (2008), a well-structured governance system is essential for fostering corporate sustainability and managing risks effectively.
Board of Directors and Board Committees
Table 3.1 outlines the overall structure and responsibilities of Eagle Nice’s Board of Directors and Board Committees (Eagle Nice, 2023, pp34-38). 
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3.2 Internal Control System and Risk Management
Current Practices
Eagle Nice has implemented a comprehensive risk management and internal control framework to address operational risks. This system includes (Eagle Nice, 2023, pp. 41-44):
· Identification: Recognizing risk sources and aligning them with business objectives.
· Evaluation: Assessing the likelihood and impact of these risks.
· Management: Formulating responses, communicating with the Board, and monitoring residual risks.
The Group has established thorough policies across operational, financial, compliance, and risk management areas, regularly reviewed for effectiveness as shown in Table 3.2. 
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Comparison with Best Practices
Comparing Eagle Nice’s practices with the Hong Kong Stock Exchange (HKEX) guidelines and those of leading companies like Crystal and Regina Miracle reveals some inadequacies:
· Independence of Directors: While the Board includes independent directors, the dual role of the Chairman and CEO may compromise objectivity. Best practices suggest separating these roles to enhance oversight.
· Comprehensive Risk Management Framework: Leading companies often employ more sophisticated risk assessment tools and regular stress testing to prepare for market fluctuations. Eagle Nice could enhance its risk management by integrating these practices.
· Regular Reviews of Internal Controls: Best practices advocate for periodic assessments of internal controls to ensure their effectiveness, which may not be sufficiently emphasized in Eagle Nice’s current framework.

3.3 Financial Performance Indicators 
Effective corporate governance practices are closely associated with key metrics such as Return on Assets (ROA) and Return on Equity (ROE) (Okoye et al. 2020), which can be used to evaluate Eagle Nice's financial performance refer to Table 3.3.
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ROA:  Eagle Nice decreased from 12.7% in 2021 to 9.8% in 2023, indicating challenges in effectively utilizing its assets. This decline suggests a need for stronger corporate governance to enhance asset management through better strategic decision-making and oversight. In contrast, Crystal's ROA remained relatively stable, while Regina Miracle experienced an improvement in 2022, followed by a decline in 2023.
ROE : Eagle Nice fell from 21.1% in 2021 to 17.9% in 2023, reflecting a decline in profitability relative to shareholder equity. Effective corporate governance is crucial, as it ensures that management acts in the best interests of shareholders, potentially leading to improved profitability. Crystal's ROE remained the most stable one among three companies.

3.4 Areas for improvement in risk management
Table 3.4 outlines key areas for improvement in Eagle Nice's risk management practices, highlighting specific strategies to enhance effectiveness and accountability.
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4. Investment Project Proposal
4.1 Cost breakdown of the investment project
Eagle Nice plans to enhance production capacity by building a new factory in Bandung, Indonesia, in response to rising market demand. This investment aligns with the COE 2023 highlights (Eagle Nice, 2023), focusing on intelligent manufacturing and technological innovation. By given the economic volatility included inflation and interest rate increases in 2023, the investment approach remains prudent by using growth rate from 2022.  Projected costs are detailed in Table 4.1.
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The first-year revenue is based on a one-time investment of 5% of the 2023 revenue, amounting to HK$202.6 million (5% of HK$4,051 million).




4.2  Profit and Cash Flow
Assuming a year-over-year growth rate of 12.9% for the initial five years, table 4.2 illustrates the financial proposal in profits and table 4.2-1 presents the financial proposal in cashflows.
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4.3 Investment Appraisal Technique
In evaluating potential investment opportunities, it is critical to use thorough appraisal techniques to ensure accurate decision-making. These techniques provide a structured approach to evaluate the financial viability of investments and their associated risks (Brealey, Myers, Allen, 2014).  This study explores five key investment appraisal methods: The Accounting Rate of Return (ARR), Net Present Value (NPV), Payback Period (PBP), Internal Rate of Return (IRR), and Profitability Index (PI), utilizing data from Table 4.3-1.
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ARR is not only a central feature of any basic text on financial statement analysis but also figures commonly in the evaluation by investment analysts of the financial performance of firms (Whittington 1988, 261).  Table 4.3-2 shows the ARR at 68.4% 
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NPV is the difference between the present value of cash inflows and outflows, discounted at the required rate of return, helping investors assess project profitability (Smith-Daniels & Smith-Daniels, 1987). Table 4.3-3 shows the NPV at 2.71.
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PBP calculates the time required to recover the initial investment, highlighting liquidity and risk (Quiry & Vernimmen, 2011).  Table 4.3-4 and Figure 4.3 illustrate the PBP of 12years 10months, along with corresponding trend.
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IRR for the investment proposal is 6.5%, exceeding Eagle Nice's WACC of 6.2%, the investment is likely to create value. This positive differential indicates potential profitability, although associated risks must be considered, as a larger margin between IRR and WACC is preferable for higher-risk projects (Quiry & Vernimmen, 2011).  
PI for the investment proposal is 1.05 demonstrates potential profitability.  A PI greater than 1.0 suggests that the investment is likely to create value and is considered a favorable indicator for project viability (O’Donnell, 2010)

4.4 Assessment of the investment project
Ultimately, the investment project has a great opportunity of enhancing profitability and create value. With a Net Present Value (NPV) of 2.71 and a Profitability Index (PI) of 1.05, the project's financial results look beneficial, suggesting that it could be an important success for Eagle Nice.  While PBP of 12 years and 10 months indicates a longer recovery time, the IRR of 6.5% remains favorable compared to typical industry benchmarks. Consistent monitors of industry trends and effective risk management will be vital to maximizing gains. The assessment shows that the project is in alignment with the company's strategic goals and long-term growth potential.
5. Financing 
This section examines Eagle Nice's financing strategies, focusing on cash payments, bank loans, and interest expenses, as shown in Table 5.1. Analyzing these metrics helps assess the company’s liquidity, leverage, and overall financial health (Quiry & Vernimmen, 2011).
Financing Options
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Cash Payments
Eagle Nice has demonstrated an upward trend in cash and equivalents, increasing 25.3% from 2021 to 2023. This improvement reflects a positive liquidity status, this enables more effective control of operational costs and possible investments.  However, the cash ratio decreased from 46.3% in 2021 to 41.6% in 2023, indicating that while cash reserves are growing, they are not keeping pace with the rise in bank loans.  In contrast, Crystal exhibits a strong cash ratio of 126%, demonstrating superior liquidity management.
Bank Loans
The bank loans distributed to Eagle Nice have experienced a substantial rise, rising 55% from 2021 to 2023, consequently indicating an increasing reliance on debt financing. The net debt ratio shifted from -0.9% in 2021 to 6.3% in 2023.  In contrast, Regina Miracle's bank loans is very high at HK$3,958.5 million which is over six times than Eagle Nice, reflecting a much higher risk. This shows Eagle Nice's more cautious debt management than Regina Miracle.

Commercial Financing and Interest Expenses
The increase in net interest expenses from HK$2.4 million in 2021 to HK$17.8 million in 2023 caused concerns over the financial viability of Eagle Nice. The turnover ratio for net interest expenses increased from 0.07% to 0.44%.  Crystal effectively manages interest income, while Regina Miracle's net interest expense of HK$290.3 million burdens its revenue significantly.

5.2 Financing method proposed
The proposed approach for Eagle Nice aims to increase liquidity and decrease reliance on bank loans by raising cash and equivalents to HK$800 million, striving for a long-term debt to equity ratio of 0.55, and reducing bank loans to HK$500 million by 2024. Table 5.2 shows the impact following the implementation of this proposed method.
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6. Conclusion and Recommendations
Through a comprehensive study of Eagle Nice, several critical problem areas have been identified, along with corresponding recommendations designed to enhance the company's financial health and competitive positioning:
1. Governance Structure: The dual roles of Chairman and CEO raise concerns about objectivity and accountability in the decision-making structure. Effective corporate governance principles encourage an independent division of these responsibilities to enhance oversight. Consequently, it is recommended that Eagle Nice to separate the roles of Chairman and CEO, thereby improving governance and fostering more confidence to stakeholders.
2. Liquidity Management: The company's cash ratio was frustrated, declining from 46.3% in 2021 to 41.6% in 2023. This indicates a potential liquidity risk as a result of the rising amount of bank loans. It is recommended Eagle Nice should utilize strict cash flow management to boost cash reserves to HK$800 million. This enhancement would improve operational flexibility and reduce financial risks associated with liquidity constraints.
3. Debt Reliance:  The substantial rise in bank loans, which rose by 45% from 2021 to 2023, indicates a concerning reliance on debt financing. This reliance could increase interest costs and unstable finances. Therefore, it is recommended that the company establishes a thorough debt reduction plan, with the objective of reducing bank loans to HK$500 million by 2024. Adopting this approach would enhance the company's debt-to-equity ratio and improve its overall financial health.
4. Risk Management Framework: The company's ability to effectively navigate market fluctuations is restricted by the lack of comprehensive assessment tools and regular evaluations in the current risk management system. Eagle Nice needs to use advanced risk assessment methods and do regular evaluations to build the system stronger. This enhancement will better equip the company to anticipate and manage operational and market-related risks.

5. Investment Project Viability: Although the proposed factory in Indonesia shows positive financial metrics, the projected payment period of 12 years and 10 months raises concerns about its immediate impact on liquidity and financial health. It is recommended Eagle Nice need to establish a solid monitoring framework for the investment project, including frequent financial assessments to analyze liquidity effect and strategic alignment, to address these concerns.
Figure 6.1 the Gantt chart of the Eagle Nice Annual Operational Quarterly Proposal Plan, which outlines specific action items organized by quarter to address key focus areas.
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In conclusion, by effectively managing these multifaceted problems and implementing the recommended approaches, Eagle Nice can enhance its financial stability, operational effectiveness, and governance practices. By implementing this proactive approach, the company will be more prepared to accomplish sustainable expansion and accomplishment in the competitive sportswear market, thereby ensuring long-term value creation for its shareholders and stakeholders.
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Figure 1.1 Revenue from contracts with customers
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Figure 1.2 Operating Segment by location - Non current assets (excludes goodwill)
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Figure 1.3 Revenue contribution by customers.
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Figure 1.4 Finanical Highlight from Year 2021 to 2023
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Table 1.1: Company background

Company Name Eagle Nice Crystal Regina Miracle
Founded in Hong Kong 1993 1970 1998
Stock Number 2368 2232 2199
Business Nature Apparel Manufacturer
Market Value (HKD in Million) | 2450.14 9699.5 0.0
PE Ratio 9.31 7.60 18.38
China Vietnam, China,

. Ca - Cambodia, China,

Manufacturing location Tndonesiaand | o0 och and Vet
Vietnam Sti Lanka

Number of manufatures 10+ 20+ 6+

Note 1: Enterprise 2023's annual report (Source: the enterprise 2023 annual report)
Note 2 Source - AASTOCKS Finance closing date on 2 Aug 2024
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Table 2.1 Revenue, cost of sales and profitability analysis

Financial Year End (HKS Million) Eagle Nice Crystal Regina Miracle

2021 2022 2023 2021 2022 2023 2021 2022 2023
Revenue 32489 | 36683 | 40511 | 18.263.2 | 19.404.6 | 17.005.9 | 59743 | 83467 | 7879.3
Cost of Sales 2506.5 | 30182 | 32952 | 14.771.6 | 15.795.0 | 13.741.7 | 47363 | 63013 | 59772
Gross Profit 652.4 650.1 755.9 | 3.491.6 | 3.609.6 | 3.264.2 | 1.238.0 | 2.0454 | 19021
Gross Profit Margin = Gross Profit
/ Revenue 201% | 17.7% | 18.7% | 19.1% | 18.6% | 192% | 20.7% | 24.5% | 241%
EBIT 421.7 369.1 4211 | 1.625.5 | 1.742.6 | 15565 | 2703 766.7 749.8
EBITDA 535.1 483.7 5409 | 17948 | 22762 | 24695 | 8224 | 13356 | 13132
EBITDA Margin 165% | 13.2% | 13.4% 9.8% 11.7% | 145% | 13.8% | 16.0% 16.7%
Net Profit 326.7 282.6 3009 | 12737 | 13495 | 12818 | 1255 520.7 383.6
Net Profit Margin = Net Profit /
Revenue 10.1% 7.7% 7.4% 7.0% 7.0% 7.5% 2.1% 6.2% 4.9%
Return on Assets (ROA) = Net
Profit / Total Assets 127% | 9.0% 9.8% 8.3% 9.1% 11.4% 1.4% 5.5% 4.4%
Return on Equity (ROE) = Net
Profit / Total Equity 211% | 164% | 17.9% | 12.6% | 12.9% | 114% | 41% | 27.0% 19.8%
Total Assets Turnover 126.3% | 1174% | 131.8% | 119.5% | 131.4% | 1103% | 68.4% | 88.6% | 90.8%
Leverage Ratio 1.7 1.8 1.8 15 14 14 2.8 4.9 4.5

Source: Constructed by the author
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Figure 2.1-1 Leverage Ratio
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Figure 2.1-2 Profitablity Analysis
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Table 2.2 Data for Gowth Capability Analysis

Company Name Eagle Nice Crystal Regina Miracle
(Year) 2021 2022 2023 2021 2022 2023 2021 2022 2023

Retained yield (times) 4.6 59 54 37 7.7 3.7 237 6.8 9.0

Self-sustainable Growth Ratio (%) | 97.2% | 96.9% | 96.5% | 46.3% | 99.4% | 99.4% | 969% | 183.9% | 178.5%

Source: Constructed by the author
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Table 2.3 Data for Financial Struture

Company Name Eagle Nice Crystal Regina Miracle

(Year) 2021 2022 2023 2021 2022 2023 2021 2022 2023
Fixed Asset to Long term Liability Ratio | 0.51 056 056 048 043 038 0.74 0.84 0.75
Current Liabilities to Net Asset Ratio 0.62 0.77 0.74 043 0.36 0.33 0.77 0.62 0.37
Current Liabilities to Stock Ratio 1.67 1.82 1.83 2.02 175 2.01 1.89 143 092

Source: Constructed by the author
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Table 2.4 Data for paying debt ability analysis

Company Name Eagle Nice Crystal Regina Miracle
(Year) 2021 | 2022 | 2023 | 2021 | 2022 | 2023 | 2021 | 2022 | 2023
Current Ratio (%) 151.5% | 129.6% | 133.8% | 174.1% | 208.2% | 235.9% | 137.3% | 167.8% | 220.2%
Quick Ratio (%) 91.6% | 74.7% | 79.3% | 124.4% | 151.0% | 186.2% | 84.2% | 97.8% | 111.2%
Stock Credit Index 014 | 046 | 038 | (049) | (0.89) | (1.74) | 030 | 0.03 | (0.10)
Cash Ratio (%) 463% | 344% | 41.6% | 65.7% | 92.9% | 126.2% | 35.5% | 44.6% | 51.6%
Total Debt Ratio (%) 39.7% | 44.9% | 45.3% | 27.3% | 28.3% | 27.1% | 64.9% | 614% | 59.1%
Long Term Debt with inerest Ratio (%) | 0.4% | 0.7% | 4.5% | 1.5% | 1.5% | 12% |106.5% | 181.1% | 1933%
Total Debt / Fixed Asset Ratio (%) 123 | 144 | 139 | 086 | 092 | 097 | 121 | 127 | 121
Time Interest Cover Ratio (%) 80.70 | 7237 | 1953 | 28.16 | 2034 | 1498 | 222 | 5.14 | 255
Cost Coverage 100.96 | 94.84 | 25.04 | 31.09 | 2656 | 23.77 | 676 | 896 | 447

Source: Constructed by the author
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Figure 2.4-1 Total debt ratio comparison
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Table 2.5 Major operating Expenses
Company Name Eagle Nice Crystal Regina Miracle
(Year) 2021 | 2022 [ 2023 | 2021 [ 2022 [ 2023 | 2021 | 2022 | 2023
Employee Expenses 24.9% | 26.5% | 25.0% | 24.8% | 23.8% | 23.7% | 38.9% | 34.7% | 34.8%
|Administrative Expenses 73% | 74% | 73% | 7.9% | 81% | 9.0% | 10.6% | 9.8% | 89%
Depreciation and amortization 33% | 31% | 3.0% | 4.0% | 3.7% | 39% | 92% | 68% | 7.1%
Selling & Distribution Expenses | 0.8% | 0.8% | 0.8% | 11% | 1.1% | 1.0% | 23% | 22% | 23%

Source: Constructed by the author
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Figure 2.5 Operating Expense Ratios
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Table 2.6 Ratios for operational efficiency analysis

Company Name Eagle Nice Crystal Regina Miracle
(Year) 2021 | 2022 | 2023 | 2021 | 2022 | 2023 | 2021 | 2022 | 2023
Total assets turnover ratio 126 | 117 | 132 | 119 | 131 110 | 068 | 089 | 091
Inventory Turnover ratio 45 4.1 49 62 72 74 3.8 4.0 42
Average Collection Period (days) 39 39 31 16 19 27 67 50 33
Days' Sales in Inventory (days) 81 88 75 58 50 50 96 91 88
Payment period (days) 38 36 42 77 61 79 33 31 21
Operating period (days) 120 127 106 74 69 77 163 141 121
Cash period (days) 81 91 64 3 B 2 130 110 100

Source: Constructed by the author
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Figure 2.6 Invertory Tumnover Ratio
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Figure 2.6-1 Operating period and cash period

Collection period

Invenory period

| |

Cash Period

Operating Period

mRegina Miracle

mEsgleNice  mCrystal

Qource: Constructed bv the author




image19.png
Table 2.7 Stock Market Prospects

Company Name Eagle Nice Crystal Regina Miracle
(Year) 2021 | 2022 | 2023 | 2021 | 2022 | 2023 | 2021 | 2022 | 2023
Earning per share (HKS) 061 | 053 | 056 | 045 | 047 | 045 | 010 | 043 | 031
Price-earning Ratio (Times) | 7.70 | 838 | 7.63 | 587 | 514 | 645 | 2234 | 1119 | 9.58
Dividend Yield (%) 22.9% | 264% | 24.8% | 33.3% | 31.2% | 37.3% | 46.9% | 27.3% | 50.1%

Source: Constructed by the author.
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‘Table 2.8 Data for Z-Score analysis

Company Name Eagle Nice Crystal Regina Miracle
(HKS Million) (Year) 2021 | 2022 | 2023 | 2021 | 2022 | 2023 | 2021 | 2022 | 2023
Net Current Assets 4921 | 3927 | 4203 | 35303 | 41295 | 5107.0 | 8754 | 1519.4 | 15856
Total Assets 25726 | 31254 | 3074.8 |15,280.2|14,762.1|15421.6| 8737 | 9419.8 | 86823
Retailed earnings 15511 | 16683 | 1624.1 |10,024.610421.7|11,174.5| 29751 | 1925.7 | 1933.9
EBIT 4277 | 369.1 | 42175 | 16255 | 1,742.6 | 1556.5 | 2703 | 7667 | 7498
Stock Value (HKD) 473 | 445 | 430 | 262 | 243 | 290 | 229 | 476 | 3.00
USD / HKD ex rate ! 1 1 1 780 | 779 | 781 1 1 1
Number of stock (Million shares)| 532 532 | 533.8 | 2.852.8 | 2,852.8 | 2,852.8 | 1224.3 | 12243 | 12253
Total Liabilities 10216 | 14037 | 13925 | 5196.2 | 42819 | 4,183.5 | 5666.7 | 57835 | 5135
Revenue 32489 | 36683 | 4051.1 |18,263.2|19.404.6|17.005.9| 5974.3 | 8346.7 | 78793
Note 1: closing value as end of annual report date (Source : Yahoo Finance)
Source: Constructed by the author
Zscore : Z=1.2A+ 1.4B+3.3C+0.6D+0.999E;
A =Working Capital/Total Assets ; B = Retained Earnings/Total Assets ; C=EBIT / Total Assets ;
D= [(Stock value x Total number of stocks)/RMB&HKD ex rate] Total Liabilities; E = Sales/Total Assets
Table 2.8-1 Data for Z-Score analysis

Eagle Nice Crystal Regina
(HKD) (Year) 2021 | 2022 | 2023 | 2021 | 2022 | 2023 | 2021 | 2022 | 2023
A 019 | 013 | 014 | 025 | 028 | 033 | 010 | 016 | 018
B 060 | 053 | 053 | 066 | 071 | 072 | 034 | 020 | 022
c 017 | 012 | 014 | o011 | 012 | 010 | 003 | 008 | 009
D 246 | 169 | 165 | 018 | 021 | 025 | 049 | 101 | 072
E 126 | 117 | 132 | 120 | 131 | 110 | 068 | 089 | o091
ZScore 436 | 347 | 366 | 285 | 315 | 300 | 168 | 224 | 215

Source: Constructed by the author
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Figure 2.8 Z-Score comparison
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Table 2.8 DuPont Identity Analysis

Company Name Eagle Nice Crystal Regina Miracle
(Year) 2021 | 2022 | 2023 | 2021 | 2022 | 2023 | 2021 | 2022 | 2023
ROA (After Tax) (%) 12.7% | 9.0% | 9.8% | 83% | 9.1% | 83% | 14% | 5.5% | 4.4%
ROE (After Tax) (%) 21.1% | 164% | 17.9% | 12.6% | 12.9% | 114% | 4.1% | 27.0% | 19.8%
Equity Multiplier (EM) 17 18 18 15 14 14 2.8 4.9 4.5
Net Profit Margin — Net Profit / Revenue | 10.1% | 7.7% | 7.4% | 7.0% | 7.0% | 7.5% | 21% | 6.2% | 49%
Total Assets Turnover 126.3% | 117.4% | 131.8% | 119.5% | 131.4% | 110.3% | 68.4% | 88.6% | 90.8%

Source: Constructed by the author
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Figure 2.8 DuPont Identity for Eagle Nice 2023
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Table 3.1 Overall structure and responsibilities

Board of Directiors
[Composition [Responsibilities.
The board oversees overall strategy and operations, delegating specific responsibiiies
. - Exceutive Directors and to committees (Audit, Nomination, and Remmuneration Committees) to promote efficient
[Total Directors 4 Independent Non-Executive Directors _|decision-making. Provides fair represeatation of opinions and accountabity:
lindependent directors offer oversight and enhance decision-making, protecting
stakeholder interests
Board Committees
[Composition [Responsibilities.
" " A~ |Oversees external auditor relationships, financial integrity, risk management, and
[ Audit Committee 3 Independent Non- Executive Directors |0 konce. ensures accuracy of financial statements and adherence to regulations
e Di [Reviews annual salary increments and recommends discretionary bomuses for executive
Remuneration Committee || Lxccutive Directorand |directors and senior management; assesses remuneration packages to ensure alignment
2 Independent Non-Executive Directors (" F37% P FE0H
Nomination Comittee 1 Exceutive Director and dentifies suitable candidates for the Board based on experience and diversity; follows a

12 Independent Non-Executive Directors

structured nomination process and assesses retiing directors for re-clection

Source: Constructed by the author
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Table 3.2 Key Components of Risk Management and Internal Control Framework

Key components include:

1 |Inside Information Policy Manages sensitive information to ensure compliance with Listing Rules.

2 | Whistleblowing Policy Allows confidential reporting of misconduct, investigated by the Audif
Committee.

3 | Auti-Corruption Policy Provides channels for reporting suspected corruption.

4 |Regular Reports and Meetings Monthly management reports prepared for Board review, with periodic
meetings to discuss key issues.

5 |Operation/Compliance Guidelines  |Governed by standard procedures tailored for specific business units.

Review and Assessment

1 |Independent Professional Firm Conducts internal audits and risk assessments, reporting no significant
deficiencies.

2 |Management Reporting Confirms the effectiveness of risk systems to the Board and Audi
Committee.

3 |Audit Committee Oversight Reviews resources and training for internal audit fnctions.

4 |External Auditor Performs audits, reporting no significant weaknesses in internal controls.

Source: Constructed by the author
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Table 3.3 ROA and ROE overview

Company Name Eagle Nice Crystal Regina Miracle
(Year) 2021 | 2022 | 2023 | 2021 | 2022 | 2023 | 2021 | 2022 | 2023

ROA (After Tax) (%) 12.7% | 9.0% | 9.8% | 83% | 9.1% | 83% | 14% | 5.5% | 4.4%

ROE (After Tax) (%) 21.1% | 164% | 17.9% | 12.6% | 12.9% | 114% | 4.1% | 27.0% | 19.8%

Source: Constructed by the author.





image27.png
Table 3.4 Key arcas for improvement in Eagle Nice's risk management

Improvement Area

Description

Structured Risk Governance

Establish a well-defined risk governance structure with clear roles for the Risk
Management Steering Committee and oversight bodies to enhance accountability.

Comprehensive Risk Assessment
Framework

Tmplement a detailed risk assessment framework covering a wider range of risks
(strategic, operational, financial. reputational) for a holistic understanding of threats.

Regular Risk Monitoring and
Reporting

Move beyond annual assessments to more frequent monitoring and reporting to
identify emerging risks promptly.

Integration of Technology in Risk
Management

Utilize advanced analytics and risk management software fo analyze data and identify
trends, improving risk detection and response times.

Training and Awareness Programs

Tmplement regular training sessions for employees at all levels on risk management
practices to foster a risk-aware culture.

Collaboration Across Departments

Encourage collaboration between departments for risk identification and management
to provide a comprehensive view of risks.

Feedback Mechanism for
Continuous Improvement

Establish a feedback loop from risk management activitics to capture lessons learned
and improve future practices.

Involvement of External Experts

Engage external consultants or auditors o periodically review and provide insights into)
risk management processes. cnhancing credibility and effectiveness.

Crisis Management Planning

Develop and regularly update crisis management and business continuity plans fo
prepare for unexpected disruptions.

Stakeholder Communication

Enhance communication of risk management activities and policies to stakeholders fo
build trust and ensure alignment on risk priorities.

Source: Constructed by the author
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Table 4.1: Cost breakdown of the investment project

Project Costs HKS Million
Building with land area (square metres) 93.500

Buliding cost ' 15.0
Buliding construction ' 29.0
Plant and machinery ' 6.4
Furniture and Equipment | 5.6
Total Cost 56.0

Note 1: Based on previous projects in Bandung and Long An (Eagle Nice, 2022, 2023)

Remaining Basic informaiton

Factory and machinery depreciation years” 10]
Decoration period (years) 15
Sales growth rate > 12.9%
Ultimate growth rate * 3.9%|
EBITDA * 14.3%|

Note 2: Assume growth rate 12.9% as followed 2022 's performance (Eagle Nice, 2022)

Note 3: Source from Market Risk Premia (2024)

Note 4: Assume EBITDA 14.3% as refered Eagle Nice 2021-2023 average (Eagle Nice, 2021, 2022, 2023)
Source: Constructed by the author
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Table : 4.2 Eagle Nice new investment project finanical proposal in profits

(HKS Million)

Year1 | Year2 | Year3 | Yeard | Year5
Sales = Last year sales x (1 + Growth rate) 2026 | 2287 | 2582 | 2015 | 3291
EBITDA 29.0 327 36.9 417 471
Depreciation (Factory, furniture and equipment) | (56) | (5.6 | (5.6 | (5.6 | (5.6
EBIT 234 271 313 36.1 415
Tax GD | 60 | 69 | 39 | oD
Profit 182 211 244 28.1 323

Source: Constructed by the author
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Table : 4.2-1 Eagle Nice new investment project finanical proposal in cashflows

(HKS Million) Year1 | Year2 | Year3 | Yeard | Year5
EBITDA 29.0 327 369 07 471
Working capital movement*1 (255 | (255 | (255 | (255 | (25.5
Expenditure*2 G6 | 56 | 56 | 56 | (6
Tax Expenses 5D | 60 | 69 | (19 | (0.1
free cash flow*3: @3 | @a | av 26 6.8

Note I: Assume operafing cashflow period improve fo 46days.

Calculation of working capital of the first year => revenue x operating cashflow period (46)/365
Note 2: Assume 5 years to pay off the initial cost of investment
Note 3: Cashflow after 5 years. using the assumption the ultimate growth

Source: Constructed by the author
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4.3-1 Data for Investment Appraisals

Year Cashflow Cumulative Cashflow PV PROFIT
0 (56.0) (56.0) (56.0) (56.0)
1 (1.3) (63.3) (6.9) 189
2 (4.4 (61.1) (3.9 219
3 (1.1) (68.8) (0.9) 252
4 26 (66.2) 2.1 29.1
5 6.8 (59.4) 5.0 334
6 7.0 (52.4) 4.9 342
7 72 (45.2) 4.7 35.1
3 73 (37.9) 4.5 359
9 75 (30.4) 4.4 36.8
10 71 @2.7) 4.2 378
11 79 (14.7) 4.1 38.7
12 8.1 (6.6) 39 397
13 33 17 38 40.7
14 35 102 37 07
15 3.7 189 35 42.8
16 39 278 34 4338
17 9.2 37.0 33 44.9
18 9.4 464 32 46.1
19 9.6 56.1 3.1 472

20 9.9 659 3.0 484
21 10.1 76.1 2.9 49.6
22 104 36.4 2.8 50.9

Source: Constructed by the author
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‘Table 4.3-2 Eagle Nice Inverstment project proposal (ARR)
HKS Milion

[Total profit for 22Y. 842
|Average Profit 383
[Tnital Cost 56|
ARR 68.4%

Source: Constructed by the author
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‘Table 4.3-3 Eagle Nice Inverstment project proposal (NP

Yr Cashflow Yr Cashflow
Tnitial Cost | (56.0) 12 s1
1 a3 13 83
2 @4 14 85
3 [ 15 87
4 26 16 [X)
5 68 17 92
3 70 18 94
7 72 19 96
s 73 20 99
5 75 21 101
10 77 2 104
11 79
[NPV = 22¥ Total cashflow - Initia cost 271
620%
cashflow at t* year/ (19
Inflation rate: 250%

fote 1: £ value source : (Valuelnvestingio, 2024)
Note 2:inflation value source : (Statista, 2024)
Source: Constructed bv the author




image34.png
Table 4.4-4 Eagle Nice Inverstment project proposal (PBP)

Yr Cashflow Yr Cashflow
Tnitial Cost | (56.0) 12 ©6)
1 (633) 13 17
2 ©1.7) 14 102
3 (68.8) 15 189
4 (66.2) 16 278
5 (594) 17 370
3 (524) 18 464
7 (@52) 19 56.1
s (G19) 20 659
5 (G04) 21 76.1
10 227 2 864
11 147

[PBP = 12years 10months
Source: Constructed by the author

Figure 4.4 Eagle Nice Inverstment project proposal (PBP)
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Table 5.1 Eagle Nice financing study

Eagle Nice Crystal Regina Miracle
HKS Million 2021 2022 2023 2023 2023
Cash and Equivalents 443 456.4 5175 47415 675
Bank loans 4284 648.6 622.8 497.5 39585
Cash ratio 46.3% 34.4% 41.6% 126% 51.60%
Retained yield 4.6 59 54 87 9.0

Net debt ratio * -0.9% 112% 63% -37.8% 169.8%
Net interest Expense * 24 17 178 -39.05 290.3

Net Interest Expense Turnover * 0.07% 0.05% 0.44% -0.23% 3.68%

Note 1: Net debt ratio = (bank loans - Cash) / Equity

Note 2: Net interest expense = Interest payments - Interest Incomes

Note 3: Net interest expense turnover = Net interest expense / Revenue

Source: Constructed by the author
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Table 5.2 Eagle Nice financing method proposed

Tndustry

Eagle Nice

Eagle Nice

[Financial Items Average 2023 Actual | 2024 Budget | ASSeSSment
Fl '.“‘.’l.".“;;"ﬁ:"“g =] 036 036 No change Good
Long Term Debe to Equity Ratio 05 08 055 oK
Tnterest Expense to Sales Ratio | 1.40% 0.44% T00% oK
[Cash & Equivalents 1978.00 5175 500 Good
[Cash Ratio B 5 065 oK
[Bank Loans 1692.90 228 500 Good

Source: Constructed by the author
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Figure 6.1 - Gantt Chat for Eagle Nice
PROJECT: Eagle Nice operational quarterly plan in coming 12mont]

Project start date: 1/1/2024 2024
Project end date: 31/12/2024 Jan  Feb Mar Apr May Jm Jul  Aug Sep Oct Nov Dec
I F M A M 7 J A s o N D

Governance Structure:

Assess current roles of Chairman and CEO
Define new roles and responsibies.
Communicate changes to stakeholders
Liquidity Management:
Implement cash flow management strategies
Set cash reserve goals to reach HK$800 million
Review curent cash management practices
Debt Reduction Strategy
Analyze current debt levels and terms.
Develop a detailed repayment plan
Esplore refinancing options for better terms
Risk Management Framework
Identify potenialrisk factors
Implement advanced risk assessment tools
‘Schedle regular evaluations of risk management practices
Investment Project Monitoring:
Establish a solid monitoring framework for the project
Conduct regular financial reviews
Assess the impact of the project on liquidity

‘Source: Constructed by the author N
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