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1. Introduction
1.1 Background

"Brand Hong Kong" that is a confidence as shopping paradise and it is welcome by tourism, especially China since 2003. In epidemic period, revenue decrease (Lukfook Group (International) Co., Ltd., 2023). When the economy is sluggish, shoppers’ willingness to buy is affected.
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自動產生的描述]Listed in 1997 named Hong Kong Luk Fook Holdings (International) Limited (HKEX: 0059, Lukfook Jewellery (LKJ) found in 1991 positioned as renowned luxury brands. . It also had launched the professional institutions to foster the professionalism among the industries. 7

As borders reopen, tourist spending increases which stimulating the retail in sales. Sales of jewellery, watches and luxury gifts are initially estimated to grow 88.0% in the first quarter of 2023, research shows. (CCCCCCXXXXXXXXXXXX)

With the most current new branding program and new trend, Gold and Jewellery are not only for the luxury, it also for the fashion and for the new trend to fits those Gen-Z (XXX, XXXXXXXX). As long as the Gold and Jewellery one of the fashionable items that used matching in grooming and outfit. And LKJ also targeted in Middle-class group while the group did not have the any selling spots in the famous middles-class residential area. There are only have branch in nearest in North Point and Causeway Bay where are the key famous spots form tourists. Since the sales from the tourists are saturated, to increase the sales from the targeted customers, targeting back into the middle-class group. As we found that there is no branch in Eastern District where is a traditional residential area for middle-class group, so the location selected is Quarry Bay. Apart from the residential area, we also target those who work in the building blocks in Taikoo and Quarry Bay for easy pick items. There will be more discussion in later chapters. 
1.2 
Operation Business Overview

LKJ found by the Chairman, Mr., Wong Wai Sheung and Ms. Pauline Yeung, the champion of “Miss Hong Kong Pageant” in 1987. She had been an icon of LKJ for years till 2019. The image of dignified, elegant, smart, and well-educated, a more privileged icon had been footprinted in the mind of the customers. LKJ sponsored the competitions since 1993 and the special icon presented the new woman in this era. Brave, confident, independent, and strong, complementing femininity. The brand targets the mid-to-high-end class who are more willing to spend money on clothing. 
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Licensing, retailing, and wholesaling, retailing are the major sources of the revenue. The branches located mainly in Eastern Asian countries over 2900 shops. Apart from direct selling the gold and jewellery in their self-operating shops, there are also franchised shops especially in Mainland China to sell the products. LKJ had penetrated the mainland China in 1994, the branches more than 165 till 31 March 2023. There are increasing needs in Gold in the brand of Hong Kong Brand. Besides, there are also branches in Europe area and southeast Asia other than China. 
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自動產生的描述]Other than selling the products of gold and jewellery, LKJ is recognized institution to verify and proof the jewellery. Identification services for diamonds, emerald gemstones and jewelry provided by China Gemological Laboratory Co., Ltd. provides while Professional training in jewelery appraisal provided by the Victoria Gemological Institute Limited.  This certification is to prove the value of the jewelry launched by Lukfook Group. It also has a training institution to provide employees with corresponding knowledge. 

LKJ has a property investment in Hong Kong and China. According to annual report, there are around 10% from the total assets are the investment properties in Hong Kong and China, total has 11 properties for whole lease out.

[bookmark: _heading=h.z5dz10myuhmo]As at year ended in 2023, the rental income is $ 62.244 million as compared with 2022 is 55.491 million So, the difference in incomes is not too much concentration in the profit in table 1.
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1.3 Challenges ahead 
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自動產生的描述]The number of tourists stay steady as 2018 in average of 200000 per months after the re-opening of the border from China. It had been an importance source of income as mentioned in annual report.                                      Other than that, ccc(cXXXXXc) revealed that the impulse of the spending for locals are low. Locals are preferring to travel after release the travel restrictions with 3 years-long locked in Hong Kong, especially Hongkonger are travel lovers who travel (XXXX) or prefer to have a short trip to have spending in Shenzhen. (XXX). These trends will affect the atmosphere of spending in Hong Kong. There might be useful when the stimulus vouchers launched last year (XXX). However, it just has a slight increase showed in the revenue. 



1.4 Current Business Environment

As the time of covid-19, the cities are locked down and the countries restricted tourists to travel. The economic had a big hit ever on this century. As the Jewellery is one of the shopper goods that the tourists, while the new trend of the tourists changed to experience in different cultures and experiences in Hong Kong. So, the traditional way depends on the spending of tourists which no longer sustain. 

The sales growth rate had been decreased to only 2% in 2023 and recorded a decrease 6% in 2022, while in 2022 is 14.9 % in 2021 and 14.7% in 2020 before the epidemic. 
As mentioned in previous section, the sales from the market of China sharing nearly half of the whole group in 5,392 million in 2023 while more than half of the whole group as 57.1% in 2022. It shared 59.9% of the sales revenue of the whole group in 2021 which revealed that the importance of the China market for the whole group instead of local markets.  

There is a chance to discover another way of sales. 
[bookmark: _heading=h.egtq7rb2kuht]
1.5 Company Internal Profile 
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自動產生的描述]As on 31 March 2023, there are 6,000 employees which remain the same as 2022. There is 1:2.3 ratio in male to female in 2022. And it is more than 90% are middle management to front line staffs with 8% is the top management of the company. The workforce is energetic as more than 50 % aged below 39 years old and even in top management is one out of 4 from the segment aged below 59 years old. LKJ regularly review the remuneration and benefits in order keep competitive in the market. With providing training to their employees, to equip them with the qualification which align with the government assurance course in QF2 in Advanced jewellery knowledge certificate courses, High-quality service and jewellery knowledge certificate; and to further foster their ability courses in Coach-style leadership skills courses for shop managers are launched[image: 一張含有 文字, 螢幕擷取畫面, 軟體, 電腦圖示 的圖片
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Throughout the markets, there are two competitors have similar structure with LKJ. These are Chow Tai Fook (CTF) and Tse Sui Luen (TSL) in the same jewellery industry which will always use in comparison to LKJ. These are the summary of the comparison of the listed companies:

1.6 Company Features comparison and Financial structures
[image: ] 
[bookmark: _3znysh7]Increasing demands in the use of financial analysis tools to control the overall conditions of financial status and make their investment decisions. Peterson and Fabozzi stated (1999) useful information can be provided by the financial statements in evaluating the company's future. By analyzing the current situation of these companies and assess risks, future predictions can be made through the annual financial reports.
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2. Financial analysis

2.1 Z-score analysis 

Extreme Forecasting Models should be useful to analyze the healthiness of the company in the financial statements. The well-known models are the Altman Z-score model (XXXX). Below 1.81 in the score shows the company has a higher chance to go bankruptcy while it falls below 2.99, that falls in dangerous gray area. While the score is above 2.99, that is less likely to go bankruptcy. Friedlob and Schleifer (2003) explained if the 5 scores ​​(A-E) in the ratio also valued low, the companies are unlikely to avoid the chance of bankruptcy.
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自動產生的描述] [image: ]

The Z-score from 2020 to 2023 is higher than six. LKJ is health and the possibility of bankruptcy is low while compared with CFT and TSL is in safer zone.
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Current Ratio – Mohammed and Kim-Soon (2012) explained the company’s ability to repay its debts next year depends on its current ratio which measures financial liquidity, a high ratio can indicate that the company has a good liquidity position. Even compared to other companies, LKJ has a good liquidity position. Improved from 3.98 in 2021 to 4.85 in 2023. (table 5)

Quick Ratio - Warrad (2014) mentioned that performance in liquidity can be measured more accurately. A difficulty converting into cash quickly to pay the short-term liabilities showed in low ratio. LKJ has good liquidity performance compared to CTF and TSL.

Cash Ratio – Ismail (2016) explained the ratio shows the company's ability to use cash and investments to pay its current liabilities. LKJ's is not changed profoundly between 2020 and 2022. Although the cash ratio has declined compared with 2020, its ability to pay current liabilities is not strong compared with CTF and TSL.

After overall analysis, LKJ in the above the ratio is better than the industrial standard level.

2.2 Leverage value analysis
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自動產生的描述] Total Debt Ratio –It shows the portion that financed by creditors to total assets (Nindiani and Arylyn, 2019). The company is financially risky while the ratio is high.  Looking at the three listed companies, LKJ is still more competitive than other companies, however declined from 2022 to 2023.

Debt/Equity – The ratio of borrowed funds increases when the amount increases. When a company relies on debt financing, its capital should decrease, and creditors face considerable risk which implied the company may not be able to repay). LKJ is between CTF and TSL. Therefore, LKJ suggested not borrow money to invest in operating their business.

Long-term debt ratio - A lower value indicates that the company has a lower degree of debt capitalization and less financial pressure to repay long-term debt. LKJ declined between 2021 and 2023, while other companies saw significant growth. I believe it was affected by the epidemic. 

Equity Multiplier - A low index means company can pay its asset with more equity and less debt (investopedia, 2022).  It shows the average of the Equity multiplier is 1 in LKJ, 2.5 in CTF， 3 in TSL in the table 6. It shows LKJ has a good use of the assets.

2.3 Coverage value analysis
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Time to Earn Interest – Farah and Amin (2021) mentioned it measures the number of times a company can pay interest charges. Compared to the other two companies, LKJ can cover interest payments in all years. In 2022, there have been about 27 times in CTF which is far apart from LKJ.

[bookmark: _q6z2fr46engg]Cash Coverage – A company can pay all the debt by earned profits or its capital. As shown in Table 7, LKJ's value is 95.97 times its liabilities payable, and its value is much better than CTF and TSL.

2.4 Inventory value analysis
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Inventory Turnover - Times that inventory sold and replaced in a certain period. Sold quickly to increase profits will shows as High value means (Amanda, 2019). Compared with peers, LKJ’s valuation is low at 0.98, which is not good enough even for CTF and TSL. It may be affected by the epidemic and Hong Kong's economic downturn.  

Day’s Sales in Inventory – Bagais and Aljaaidi (2021) mentioned the average number of days that company needs to take in conversion of inventory into revenue. LKJ about a year to complete the sale of its inventory. Compared with CTF and TSL, the inventory completed sales is about half of LKJ’s.

2.5 Receivable value, operating and cash period analysis
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Receivable Turnover – A measurement in times that the ability of accounts receivable can converted into cash during a specific period which showed in number of times a company collects accounts receivable each year (Purwanti, 2019).4 LKJ is 56.02 times per year in Table9.

Average Collection Period - The time takes for a company to receive payment after a product is sold. When period short revealed low in the probability of bad debt. LKJ used 6.52 days showed in Table 9. When compared with other 2 companies, LKJ is still fewer days to receive the payment.

Period of Credit 
Longer period needed in the same industry means postponed paying its creditors. Table 9 shows that the company is. LKJ is 51.54 days shorter than CTF and TSL. If the days become shorter, the credit rating should get a better rating.

Operating period - 
LKJ’s operational period increased from 2021 to 2023 and decreased a little bit in 2022. Compared with CTF and TSL l, LKJ nearly a double as long as CTF but shorter than 
TSL in the aboved Table.

Cash period - 
The days that the company needs to keep cash in maintaining the operation. LKJ has 332 days to maintain the company operation which is longer than the CTF but shorter than TSL as showed in Table9.










2.7 Profitability analysis
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Gross Profit Margin - The higher the rate, the profitable of the company. LKJ can keep the steady gross profit rate from 2020 to 2022 as compared to CFT but lower than TSL.

Net Profit Margin - Only by better controlling income, costs, expenses and taxes can achieve high net profits and ensure sufficient funds for survival and development.. LKJ still has a change the net profit margin from 11.86% in 2021 to 10.73% in Table10, however, the ratio is fewer than LKJ almost a half. LKJ had a good use of the financial reflects the attempt to control costs in the pandemic.

EBITDA margin – The higher value in earnings, the more stable of the busimess. LKJ has a stable value of EBITDA margin in 2021 to 2023 and similar to TSL.

Return of Assets – The efficiency of the company using its assets to generate profits (Strouhal et al, 2018). Profits used more effective and efficient, ROA goes higher. However, LKJ has a low rate of ROA in 2021, but it improved on years to 8.61 in 2023 showed in Table10 but it shows the better profit productivity among the competitors.

Return of Equity – It reflects the wellness in utilization of the investments in the company (Purnamasari, 2015). Compared with the three companies, LKJ has a lower rate in 2020, but  the investment generate more profit than TSL.

Total asset turnover -Firms that use their assets to generate revenue are relatively efficient (Sunjoko and Arylyn, 2016). CTF's business operating efficiency is higher than LKJ and TSL. The value in 2023 is 1.08, which is higher than LKJ in 0.8 and TSL in 0.91. This may indicate that LKJ and TSL are has a large amount of fixed assets. 


















2.8 Stock Market prospects analysis
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Market Capitalization - 
Most investors take advantage of stock prices to increase the wealth generated by companies (measured by market capitalization) (Joshi and Hanssens, 2004). TSL is more valuable than other in from 2021 to 2023. There are decrease in 2021 to 2022 for LKJ and CTF, but the stock values increase in 2023. It shows the effects of the cofid-19 time. However, LKJ is the lowest stock values among the companies.

PE ratio - An investment strategy that indicates market predictions of future growth and risk (Wu, 2014). A high P/E ratio reflect investors' expectations of high future growth rates, or that the company's stock is overvalued. LKJ ratio is much higher than TSL but lower than CFT.

Market to book ratio - 
A company is considered overvalued if its market value is higher than its book value per share, vice versa. In comparison, LKJ is same value as book value in 1. It showed that CTF is undervalued in 2021 to 2023 while TSL is overvalued. This ratio gives investors and analysts to do comparison between a public company's true value and investors' speculative value.


2.9 Growth ability capacity

[bookmark: _upgglkexz5bv][image: 一張含有 文字, 螢幕擷取畫面, 軟體, 電腦圖示 的圖片

自動產生的描述]Sustainable growth rate – assumes that the company can fund its growth opportunities using retained earnings and new debt (Chen et al., 2021). The LKJ's Sustainable growth rate is higher, but lower than its competitors. LKJ's average interest rate is at an industry-leading level. LKJ continues to maintain a higher interest rate, and internally generated funds can be expanded to new products or other products while TSL rating nearly 100%. 

[bookmark: _cd39kcv173at]Dividend yield- 
Once shareholders have invested their money, it should be paid out to shareholders to maximize their wealth (Azhagaiah and Priya, 2008). As Compared to CTF, LKJ has a poor dividend yield while good performance when compared to TSL. It would be th effects of the COVID-19.

Retained yield -LKJ is based on retained earnings and profit after tax. Increased by 0.68% from 2022 to 2023 and indicator exceeded CTF by 6.74 times more and 19.08 more in TSL. LKJ needs to pay dividends to shareholders to gain shareholder support; also needs to keep some reserves to grow the business. The rate of return remained at a reasonable level as the sales revenue grows at 2%.


3. Corporate Governance 
[bookmark: _tyjcwt][image: 一張含有 文字, 螢幕擷取畫面, 軟體, 電腦圖示 的圖片

自動產生的描述]Corporate governance is a set of rules, practices and procedures designed to enhance efficiency and achieve the long-term success of the Company (XXXX) by reducing misconduct and avoiding risks, thereby safeguarding the interests of all stakeholders. There are 3 committees under corporate governance. The Audit Committee was established to review the Company's financial information and oversee the reporting system and internal control procedures to ensure appropriate reporting and adequate internal controls. The Remuneration Committee is responsible for making recommendations on the remuneration policy and structure for all directors and senior management. To review the structure, size and composition of the Board and to consider the succession of directors and other senior management is the role of nomination committee. 

Table 13: structure of Lukfook Jewellery
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自動產生的描述]Source:
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自動產生的描述]As shown in the Table 13, leading the Board of Directors in formulating strategies and achieving goals, and ensures that all directors are fully aware of issues arising in Board meetings and receive sufficient, complete and reliable information is the role pf the chairman. CEO is given the authority and responsibility to run the company's business and implement company. strategy to achieve business result. Board of Directors leading the 3 committees to form and control the operations of the company which will be discuss in next section. Besides, board of directors guiding the top management to run the business.  

3.1 Audit Committee
This committee is to do risk management that governance the procedures of the group not to invove in those interest -risking activites to all the stareholderd. Committee members are independent non-executive directors. Regular preparation of financial statements and examining financial judgments beforehand, and to monitor and review the external auditor’s performance.

3.2 Nomination Committee
Considering succession planning for directors and senior management, identifying p呎professional and qualified board members and assessing the independence of independent non-executive directors. Regular reviewing the structure, size and composition of the Board in skills, knowledge, diversity and experience, and providing recommendations to the Board,  to achieve balance and appropriate qualifications for the Board.

3.3 Remuneration Committee
Providing the recommendations on remuneration policies and structures for above the Board and management level staff to ensure that the competitive Remuneration  for qualified individuals.

3.4 Risk Management and Sustainability Committee
It provides a systematic and standardized approach to the risk management process and implement the internal control system as an integral part of corporate governance. The goals include establishing and improving a risk management system to ensure the identification and assessment of risks. Manage risks to the achievement of corporate objectives to advise and assist the Board on the strategy and implementation of the Group's sustainable development and the assessment of associated risks. 

Table 14: Risk Management Framework
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自動產生的描述]Source:  

3.5 Transparency and Board composition
The board of directors consists of 12 directors, including 4 executive directors, 4 non-executive directors and 4 independent non-executive directors. There are more non-executive directors than executive directors, in order to balance and strike for the interests of shareholders and the group. There are 1/4 of the director and 1 to top management are from the ame family. Even though the group explore the relationship within the Wong’s family. However, public may concern the family can control over of the company, as hidden information can transfer under the table resulting  lack of transparency. 




[image: 一張含有 文字, 螢幕擷取畫面, 軟體, 電腦圖示 的圖片

自動產生的描述] 
3.6 Ownership of the company
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自動產生的描述]Besides, the majority of the shares are owned by the Wong’s family as showed in the report. It revealed in the annual report, more than 46% of the shares hold by the wife of the CEO which have been clearly stated in the transparency part. And there rest of the fund is holding by the foundation also owned by the Wong’s family. 

3.7 Recommendation in cooperate governance

1) Public interest at risk. It is known that LJK is the grown from a family business, while it goes public and liable to its shareholders. It is a risk on the interest of the public as the entire family can control the operation of the company because there are assumptions that the hidden information may exposure under the table and cannot reach a consensus internally. This is a lack of transparency. Thus, the recommendations are the board should be only involved half of Wong’s family members and  hired other professional. This can eliminate the concerns of the public by the board members can examine and monitor each other. 

2) It is known that the family would like to control their own business. However, for the sustainability of the business, the major ownership of the business should be release. (XXXXXX). Besides, public may afraid of the family will control the business through the selling and purchase of the shares that affect the shares price resulted the loss of the minority shareholders. This will greatly decrease the willing of the public to have the shares. Thus, it will affect the portion of the investments.
3) 


4. Investment Project Appraisal 

LKJ plans this year to open a new branch in the Eastern district. The retail shop area of 1000 square meters, the company program rent store for long-term use, the property used for 50 years. The funds3.9  million (for 2023 turnover) Greenwald, Kahn & Sonkin, 2005) stated use a different financial ratio in evaluating the  investment assessment. 
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自動產生的描述]Note 1)Working capital the first year calculation => annual direct sales x (cash and equipvents to sales ratio/total number of shops)
Working capital for the rest calculation =>the previous year working capital x(1+Sales growth rate) 
Note 2) assumption for expenditure to pay for the annual decoration cost, about 1.92 million/5 year = 0.4 million per year 
Note 3) Cashflow after 5 years, using the assumption the ultimate growth (Appendix 8

calculation of NPV / PBP / IRR / PI / ARR
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Although the cash flow are negative in the first 5 years, however it comes to profit when the projects in 27th year with assuming the inflation rate is 2.3%. (XXXXXXXXXXXX). And it is expected 2.3 % is the same in coming years.
 
Net Present Value (NPV)
Several different criteria are using in economic benefit measurement and decision-making for the project evaluation, Marchioni & Magni (2018) stated Net Present Value (NPV) is defined as the most dependable tool. The effectively measures the growth of investor value, In this new project, the NPV is 0.04 million HKD In Table 20, this positive value is accepf i gurefor the investment 
[bookmark: _3dy6vkm]
[bookmark: _1t3h5sf]Payback period (PBP)
Payback period calculates the duration of time to offset the initial investment's cost while it ignores the cash flow beyond the date. That should be to apply a cutoff date while using this measurement. (Dai et al, 2022). This project will take around 11 Years 4 months to recover the initial cost, the period is medium due to this project requiring running 27 years instead of 50years.
[bookmark: _4d34og8]
[bookmark: _2s8eyo1]Internal rate of return (IRR)
[bookmark: _17dp8vu]IRR is commonly used to analyze individual items while NPV is preferable as more compatible. However, NPV is sometimes favored by investors because calculate the cash flow of investment costs and the amount of reinvests. Furthermore, IRR is also used in provides the answer in percentage form and is easy to understand (Arshad, 2012). The IRR of this project is 8.7% in Table 20, and the value is not high, so it is more inclined to evaluate the NPV value. However, if the IRR is high enough, then evaluation may be worthwhile. 

[bookmark: _3rdcrjn]The profitability index (PI)
[bookmark: _26in1rg]It is an important metric that illustrates the costs and benefits of a project in terms of revenue. At this value, a measurement of 1 is considered the minimum value, with higher values ​​being better. John, Dabas, & Naseem (2014) stated that it is not worth to investi in the value is less than 1. For this project of establishing a new sales store, the PI is 1.01, which is a positive value, so LKJ should start running this project based on the strategic of the company.

Accounting rate of return (ARR)
The accounting rate of return is to use the capital cost of the project to evaluate the annual average net rate of return of the investment project. Normally the practice will choose a project with a high rate when the project is beneficial. The rate of return in the ideal project. This project has a value of 9.4 % and is suiTablefor investment.
[bookmark: _lnxbz9]

Which one is better? Why



[bookmark: _35nkun2]5. Financial Management of Funding
LKJ has now committed an extra 5.82 million HKD (or X% of the total assets in 2023) to plan the outlet store for the new projects. The advantages and disadvantages of LKJ’s financial management methods will be discussed.
[bookmark: _1ksv4uv]
5.1 Bank borrowing 
LKJ can find preferred banks to borrow money for the project. The initial cost of this project is not very large. Therefore, they can easily borrow funds from banks. Banks can offer loans with p(CCCC) of 8.7% p..a.As studied through the financial statement, there are no long-term liabilities, this method would be used. The funds are not too much and do not have much impact on liquidity.

5.2 [bookmark: _44sinio]Issued share capital fund-raising– 
This is also one of the ways to increase funds for this new project. They can conduct a secondary public offering to the public. The move is good news for the company while the percentage ownership declines as the shareholder base grows in the perspective of initial investors as acquired their shares through an IPO. Shareholding ratios are affected by dilution. The price of the stock and the attitude of the original investors will be negatively affected.
[bookmark: _2jxsxqh]
5.3 [bookmark: _z337ya]Internal funding investment – 
Internal retained earnings and cash are also the sources of funding. According to the annual reports from 2020 to 2023, the retained earnings and cash are both positive Generally, the cash ratio should be above less than 10%. When the cash ratio is low, companies will face risks such as being unable to pay loan interest on time, repay debts, and fail to meet financial needs in daily production operations and emergencies. Therefore, LKJ may be taking risks if they use internal funds to make further investments. 

5.4 Sale of assets 
[bookmark: _Hlk145113376]LKJ has investment property which rate in total assets which below 10 % within 3 years and it is not significant. And it initial investing cost is just 5.82 million, if sell for the investment property, there will be not significant changes in all to total assets ratio. Besides the rental sale on the net income after tax also rate below 10% which will not increase the pressure of the profitability. 


[bookmark: _3j2qqm3]In conclusion, sell in investment properties to increase the funding would be a better choice to gaining fund within big changes in other financial conditions. Especially in the liquidity and the Profitable.


6. Conclusion and Recommendation
As a result, the project will be process. The project management will be used in oversee the project. Gantt charts is a popular management tool which is easily to understand and easier to manage. It can provide an efficient way to present basic data and workflows (Wilson, 2003). Therefore, the project manager will manage different tasks and work with different parties based on the Gantt chart. 

6.1 Recommendation of Lukfook

As board approval was required in open the sore in selected location in Quarry Bay. The plan is to align with the targeting market in middle-class level. There are two types of market would like to attract: one is those who live in those traditional middle-class residents and the executives who work in the blocks of commercial quarters that need to have an ad-hoc jewellery to match their outfit for a better glooming for a sudden meeting. By increase in the selling channel with its outstanding image, it is believed that there will be attractive in an ad-hoc and personalized experience in Quarry Bay.  Therefore, the first step is to rent a suiTable store in mid-Oct-2023. In the meanwhile, the fund needed to obtain in selling the properties to be approval from the board of directors. And there may be need some time to negotiate with the purchaser on the process and the fund may takes time to obtain as the process and the procedures in acquisition around 2 and a half months.
 
 
As there are easy to find a suiTable location now as there are many vacant stores, so at least two months are needed to obtain the store in the market. (XXXX).  As LKJ have a nominated renovation contractor, it will take one month and a half to finish the decoration and renovation works. Finally, the time period would be align with the fund obtaining process.
 
Since the effect of post COVID era and the effects of immigrants wave is still affecting the local market, it is not easy to hire skilled employees from outside. This location is used for a quick sales and pick-and-go experience shop, and used to have skilled will be more suiTable than new fire. So arranging the current staffs in the other operating stores. As the store select is just around 1000 sq ft is not large in size, so there are only 12 staffs in operations.
  
[bookmark: m_-1407142596223812059_m_232916689506906] 
The project manager needs to coordinate the various tasks in the project and work with different departments to make the project run smoothly within 3 months to catch up with the 4th quarter sales trend which before the occasion of Christmas. The tasks should complete on time fix to the schedule. In addition, certain risk management should cbe applied for any delay or any crisis may arise.   There should be certain solutions should be by communicating with corresponding. 
Gantt Chart
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Calculation for new investment project
	Yr
	 Cashflow in/(out) 
	 PV of cashflow 
	CUM Cashflow
	 Profit 

	0
	                         (5.82)
	             (5.82)
	        (5.82)
	
	0

	1
	                           0.38 
	              0.35 
	        (5.44)
	
	       0.30 

	2
	                           0.41 
	              0.35 
	        (5.03)
	
	       0.33 

	3
	                           0.45 
	              0.35 
	        (4.58)
	
	       0.37 

	4
	                           0.48 
	              0.35 
	        (4.10)
	
	       0.41 

	5
	                           0.52 
	              0.35 
	        (3.57)
	
	       0.45 

	6
	                           0.54 
	              0.33 
	        (3.04)
	
	       0.46 

	7
	                           0.55 
	              0.31 
	        (2.49)
	
	       0.47 

	8
	                           0.56 
	              0.29 
	        (1.93)
	
	       0.48 

	9
	                           0.57 
	              0.27 
	        (1.35)
	
	       0.49 

	10
	                           0.59 
	              0.26 
	        (0.76)
	
	       0.50 

	11
	                           0.60 
	              0.24 
	        (0.16)
	　
	       0.51 

	12
	                           0.61 
	              0.23 
	         0.45 
	
	       0.52 

	13
	                           0.63 
	              0.21 
	         1.08 
	
	       0.54 

	14
	                           0.64 
	              0.20 
	         1.72 
	
	       0.55 

	15
	                           0.66 
	              0.19 
	         2.38 
	
	       0.56 

	16
	                           0.67 
	              0.18 
	         3.06 
	
	       0.57 

	17
	                           0.69 
	              0.17 
	         3.74 
	
	       0.59 

	18
	                           0.70 
	              0.16 
	         4.45 
	
	       0.60 

	19
	                           0.72 
	              0.15 
	         5.17 
	
	       0.61 

	20
	                           0.74 
	              0.14 
	         5.91 
	
	       0.63 

	21
	                           0.75 
	              0.13 
	         6.66 
	
	       0.64 

	22
	                           0.77 
	              0.13 
	         7.43 
	
	       0.66 

	23
	                           0.79 
	              0.12 
	         8.22 
	
	       0.67 

	24
	                           0.81 
	              0.11 
	         9.03 
	
	       0.69 

	25
	                           0.83 
	              0.10 
	         9.86 
	
	       0.70 

	26
	                           0.85 
	              0.10 
	       10.70 
	
	       0.72 

	27
	                           0.86 
	              0.09 
	       11.57 
	
	       0.74 
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Canada<’
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Tabled: Z-score analysis
& LKJ< CTF< TSL< ©
& 20237 | 2022¢ 2021<7| 2023< 2022|2021 2023<| 2022¢’| 2021¢«
Z score=<| 6.09< 4.19¢7|  4.84¢7 | 3.84<7| 3.85¢713.99 1.91<| 2.08¢| 2.19¢(«
Source: Constructed by the Author~ ]
Altman’s Z-Score«
= 1.2* A(Net Current Assets / Total Assets) + 1.4*B (Retained earnings / Total Assets) + 3.3*C (EBIT /
Total Assets) + 0.6*D (Stock Value*No. of Shares) / Total Liabilities + 0.999*E (Sales / Total Assets)
The Z-score from 2020 to 2023 is higher than six. LKJ is health and the possibility of
bankruptey is low while compared with CFT and TSL is in safer zone.*
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Tables: Liquidity value analysis

Bl

& LKJ< CTF< TSL<

& 20237 2022¢] 2021¢7| 2023¢ 20224 2021¢| 2023¢| 2022¢ 2021¢]
Current ratio’| 4.85¢'| 3.33¢| 3.98<7| 1.51¢| 1.57¢ 1.90<] 1.86<] 1.49<] 2.01¢]
Quick Ratio<”| 1.27¢°| 1.08<| 1.50<7| 0.35¢ 0.42¢| 0.42¢] 0.70<] 0.62¢] 0.90<]
Cash Ratio” | 0.95¢| 0.89¢< 1.20<°| 0.23¢| 0.30¢| 0.21<] 0.28<] 0.23¢| 0.34<

Source: Constructed by the Author<

Current Ratio — A company's ability to pay its debt in the next year is decided by its

current ratio which measures financial liquidity (Mohammed and Kim-Soon, 2012), the

ratio being high can indicate the company which has a good liquidity position. LKJ

have a good liquidity position even compared to other companies. It's improved from

3.98 in 2020 to 4.85 in 2022. (Table5)<

Quick Ratio - The company's liquidity performance is more accurately measured. If the

ratio is low which means the company is difficult to convert in cash quickly to settle

the current or short- term liabilities (Warrad. 2014).
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[/ Table 6: Leverage value analysis <
& LKJ< CTF< TSL< €
Leverage 2023¢7| 2022¢| 2021<| 2023< | 2022¢| 2021< 20234 2022¢ 2021ff
Ratio<’
Total debt |«
. 0.18¢7| 0.26¢] 0.22¢| 0.62<' | 0.61<’| 0.51<’| 0.69¢ 0.61<| 0.81¢<
ratio %<’
Debt fequity 0.22¢7| 0.34¢] 0287 1.62¢ | 1.54¢7| 1.04¢ u '
ratio%<’
Long term e
debt ratio%:
Equity o
Multiplier 1.22¢7| 1.34¢) 1.28¢7| 2.62¢7 | 2.54¢7| 2.78¢7| 3.18¢| 2.58¢ 2.69<
(Times)©
Source: Constructed by the Author<
Total Debt Ratio - It calculates the percentage of the company’s total assets that are
funded by its creditors (Nindiani and Arilyn, 2019). If the ratio is higher, the company
has a financial risk. Throughout the 3 listed companies, LKJ still a more competitive
than other companies and it decreased from 2020 to 2022.¢
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average of the Equity multiplier is 1 in LKJ, 2.5 in CTF » 3 in TSL. It shows LKJ has

a good use of the assets.<

Coverage value analysis<’

TableT: coverage value analysis<

[

& LKJ< CTF< TSL< ©

Coverage ratio<’ 202347 2022¢ 2021¢| 20234 2022¢| 2021<| 2023¢ 2022¢ 2021¢«

Times interest earned <
76.40¢| 71.604 44.524 13.724 27.60{ 23.33¢| 0.32¢| 2.62¢| 0.98¢|

(Times)©

Cash coverage
(Times)

Source: Constructed by the Author<

95.97¢] 91.10¢ 60.634 17.51¢ 33.60q 28.96¢| 2.55¢| 6.80¢| 5.16¢|

Time Interest Eamed - It is a measurement of a company how many times they ability
to pay interest expenses (Farah and Amin, 2021). LKJ has the ability to pay the interest
expense in all years as compared to the other 2 companies. It changed greatly,in 2021

in around 27 times.<’

Cash Coverage - The company can make a profit or use all capital o pay the liability.
As shown in Table7, the value of LKJ is 95.97 times which can pay the liability, the
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value is far better than CTF and TSL. ¢ a
Inventory value analysis
‘Table8: Inventory value analysis<’
@ LKJ< CTF< TSL< €
inventory e
ation 20234 2022¢7| 20219 2023« 2022¢| 2021<'| 2023« 2022<’| 2021¢]
inventory o
turnover _| 0.98¢| 0.97<| 0.85 1.14¢] 1.24¢7| 1.38¢) '
(times)<
Days sales o
ininventory | 378%{ 356*<| 451%q 204%<| 272%*¢| 312%<|318.93{ 293.17¢ 264.57
(days)<
Source: Constructed by Author<
*The figure source directly from the annual report of LKJ and CTF<
v
EI5H #38E 4BEF [} HX(ED XFEA R % HHTR B g §E B -—#——+ 8%

B O GREHANTRES m_ e = & @ LA AccenwXE 7




image14.png
@  fin 0909 v

CEE T TN

B I U+ ab x, X

P2

‘ —

(Times}

[Times New Roman ~[12 v| A* A" Aa~v A @

o ms

Rt BEERE ZETER HE KE BB RH

W) EwerE O EEsRER/ERc) « QRAERSEERER/A)N o BE -

‘ 9597

f

o1, m‘soss‘rnlnm :s%‘ ‘ 650

‘Source: Constructed by the Author- o

Time Interest Earned - It is a measurement of a company how many times they ability
to pay interest expenses (Farzh and Amin, 2021). LKI has the ability to pay the interest

expense in all years as compared to the other 2 companies. It changed greatly in 2021

in around 27 times.<

Cash Coverage - The company can make a profit or use all capital to pay the liabiliy.
As shown in Table7, the value of LKJ is 95.97 times which can pay the liability, the
value is far better than CTF and TSL. <

Tnventory value analysis<:

Tables: Inventory value analysis:

T e TS
"“;‘_':'I;"-" 2003 2022¢{ 2021 2023¢{ 2022 20215 2023¢{ 20220 2001
Tventory
wmover_| 098 097 035 L1ae| 1200 138
Gimesy
Days sales
ninventory| 378+ 356%{as1{ 2040c{ 2720e| 3120031893 203,17 264.57
(days)

Source: Constructed by Author-

*The figure source directly from the anaual report of LKJ and CTF:
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‘around a half o complete to sell the inventory. <
‘Table9: Receivables turnover, Credit ratio analysis~
e 1K= CTE= TSL- 3
Receivables| ¢
| 2023 20226 20214 2023 20224] 20214 20234 20224] 20214
ratio=
Receivables I
tumover | 56.02¢ 6253 31.95¢ 15204 1673 11354 1762 20,874 2281
(times)
Average I
collection | 6.524| 5.844| 11424 23.87 21824 32.15¢/207.05{ 12224/ 1600
[period (days)
Credit ratio) e I
Creditor's ¢
708| 7359 6094 244<| 3044 1994| 5124 682 1087
ratio (times)
Period of I
creditor's
5154 40.64<| 50,90 149,39 119.02{ 18330 7120 5353 3358
payable
(days)°
Operating I
Period | 384.52{361.84{ 462.42| 317.87{ 203 82{ 344.15{525.98{ 305 30{ 280,57
(days)°
Cash Period ¢
(e | 05[I12:20| 40252 165.45) 173.90) 1607 454.69|251.86) 247.00
ay9)

Source: constructed by Author~
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IReceivable Tumover - Shows an attempt to measure how frequently receivables
become cash in a certain time (Parwanti, 2019). The number of times a company can
collect its average receivables per year. LKT is 56.02 times per ygasin Tabled.c!
Average Collection Period - The day it takes for a company to receive the payment after
the product is sold. Normally, time is shorter, and the probability of bad debt will be
decreased. LKJ needs 6.52 days to collect the account receivable in Tabled. When
compared with other 2 companies, LK is still fewer days to receive the payment.<!
Period of Credit ¢

1f the credit period is higher compared with the same industry, or increases over time,
in Table9 shows that the company is postponing paying its creditors. LK7 is 51.54 days
shorter than CTF and TSL. If the days become shorter, the credit rating should get a
better rating ¢

Operating period - ¢

LKT's operational period increased from 2021 to 2023 and decreased a little bit in 2022.
Compared with CTF and TSL 1, LK7 nearly a double as long as CTF but shorter than ¢
TSL in the aboyed Table.c!

Cash period - ¢

It indicates how many days of the company can maintain the operation. LKJ has 332
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Table10: Profitability analysis<’
LK CTF- TSL-
Profitable«
20234 2022¢| 2021<| 2023¢| 2022¢| 2021 2023<| 2022¢| 2021
measures
Gross profit
269744 27.55¢] 29.71¢] 22.36¢| 22.58<] 28.61<| 35.08<] 38.40<] 36.23
‘margin_ %
Net profit
10.734 11.86¢] 11.50< 5.80 6.95 8.80<| -2.78¢| 0.56 -1.66¢
‘margin %
EBITDA
16.63¢| 18.50¢] 19.74¢] 10.83¢] 11.47¢| 15.52¢] 6.84¢ 9.18: 9.82:
‘margin %
Return on.
861 8.58 7.02 6.29 7.84¢ 9.60<| -2.53¢ 0.57 -1.74¢
assets (ROA)
Return on.
10514 11.53¢] 9.00¢| 16.46<] 19.91¢| 19.56<] -8.06: 1.47 -4.67
equity (ROE):
Return on
Capital
12.904 13.60<] 10.99| 27.09<] 24.72¢| 25.16< 148 9.34¢ 361
Employed
(ROCE)
Total asset
turnover 0.80: 0.72: 0.61 1.08: 1.13: 1.09 091 1.02: 1.05
(TAT) Times
Source: constructed by the author<
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the ratio is fewer than LKT almost a half. This reflects their attempt to control their
business during the pandemic while LK had a good use of the financial <

EBITDA margin — High value means the company's camings become sTable. LKJ has
a sTableyalee, of EBITDA margin in 2020 to 2020, which is almost the same as
competitor TSL.¢

Return of Assets - it indicates how efficient the company’s management is using its
assets to generate profits (Strouhal et al, 2018). If profits are more effective and efficient,
the ROA should be higher. However, LKT has a low rate of ROA in 2020.but it
improved on years to 8.61 in 2022 showed in Table10. Their profit productivity is better
enough among the competitors.<'

Return of Equity - the value reflects the benefits of the investments made by the
company (Busnamasasi, 2015). Compared with the three companies, LKJ has a lower
rate in 2020, but the investment generate more profit than TSL.<
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Tablel1: stock Market Prospects Analysis}'

LKT- CTF TSL
Market
2023¢] 2022 20214 20234 20224 2021 |2023{ 2022¢| 2021
value
$14,736.461,000 $155.800,000,0007 $336.150,000<
Market (2023) (2023) (2023)
capifaligat:|  $11.202,058.800 $142.600,000,000¢ $261.450,000¢
(022) (2022) (2022)¢
ion $12,.564,154,000 $118,800,000,000¢ $209.160,000
Q021 Qo021 Qo021
Price
[Earing ratio| 11.461{ 8.051¢( 12.37{28.852{21.284{ 19.8004|-4.66| 17.5¢| -4.67
$
Market to
book ratiof| 1.21¢] 0.93¢| 1.11¢ 4.67¢ 4.13¢| 3.76¢ | 0.38{ 025 0.22

Source: constructed by the author

Market Capitalization - </

Most investors take advantage of stock prices to increase the wealth generated by
companies (measured by market capitalization) (Joshi and Hansseas, 2004). TSL is
‘more valuable than other in from 2021 to 2023. There are decrease in 2021 to 2022 for
LKT and CTF, but the stock values increase in 2023. It shows the effects of the gfid:

19 time. However, LKI is the lowest stock values among the companies.</
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investors and analysts to do comparison between a public company's true value and

investors' speculative value.<!

Table12: Growth ability analysis}*

LKT CTF TSL
20237 20227] 20214| 20237] 2022] 20214| 20234 20224 2021
Sustainable
79.12¢| 78874 77.46¢] 67.14¢| 68.35¢| 65.7 94 93.09 94.10{ 93.41
growth rate
Dividend
yield%e | 438¢| 5.82¢| 7.86¢| 7.83¢| 3.514| 3.37¢| 0.004| 1.904 0.00
Retained | 75301 64| 8.61¢ 0787 3434| 3362 -11.55¢] 63.98¢ -20.00
[vield (times)|

Source: constructed by the author’

Sustainable growth rate — assumes that the company can fund its growth opportunities
using retained earnings and new debt (Chen et al., 2021). The LKJ's Sustainable growth
rate is higher, but lower than its competitors. LKJ's average interest rate is at an
industry-leading level. LKJ continues to maintain a higher interest rate, and internally
generated funds can be expanded to new products or other products while TSL rating
nearly 100%. <
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3. Corporate Governance ¢

Corporate governance is a set of rules, practices and procedures that strike for the
interests of all stakeholders by reducing the misconduct and avoiding risks to achieve
in efficiency resulted in the long-term success of the company (XXXX). There are 3
Committee under corporate governance. The Audit Committee is established to review
the Company's financial information and oversight the reporting system and internal
control procedures to ensures proper reporting and adequate internal controls. The
Remuneration Committee is to make recommendation on the policy and structure for
all remuneration of directors and senior management. The nomination committee is
established to review the structure, size and composition of the Board as well as

consider the succession plan for directors and other senior executives.

Table 13: structure of [kj¢'
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The Gompany's risk management framework provides a
systematic and discipined approach to risk management process,
which is embedded in the system of internal controls as an
integral part of corporate governance. The risk management
framework helps sustain business success, creates value for
stakeholders and supports the Board in discharging its corporate
governance responsibilties by proactively identifying, addressing
and managing key risks within the Group. Departments &
Management as risk owners take direct risk management
responsibilities and reports to the Risk Management and
Sustainability Committe.

A summary of the risk management framework of the Gompany is
shown as below:

RISK MANAGEMENT FRAMEWORK
AREERE

Report
EH

Report

Report
S
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ing individuals suitably qualified to become Board members and

lence of the independent non-executive directors. In atdex fo achieve 2
ately qualified Board, the Nomination Committee is also responsible for
. size and composition, including the skills, knowledge, diversity and

d, and advising the Board as to any changes that may be required.<

ttee<:
viding the recommendations to the Board on remuneration policies and
management level staff. It is to ensure that the remuneration levels

ied individuals

Sustainability Committee<:
ittee. Tt provides a

red approach to risk management process.

the system of internal controls as an<!

orate gaysmance.The, aim of Risk Management and Sustainability
tablishing and improving the risk management system, ensuring timely
sgement of risks for the achievement of corporate objectives, 50 as to
oard on the«

entation of the Group's sustainability, and the assessment of the

Board composition-
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Table 15: Roles and relationship of Wong's family<' Ownership of the company*
Name Roles in Lpkfook® | Roles in  Wong's ]
family Besides, the maiority of the shares are owned by the Wong’s family. (XXXXXXX) As

Mr. WONG Wai Sheung (Chairman | Executive Directors | Founder revealed in the annual report, more than 46% of the shares hold by the wife of the CEQ
& Chief Executive Officer) which have been clearly stated in the transparency part. And there rest of the fand is
Mr. WONG Ho Lung, Danny | Non-executive Son holding by the foundation also owned by the Wong's family. <
(Deputy Chairman) Directors :
Ms. WONG Lan Sze, Nancy | Exccutive Directors® | Daughter :
(Deputy Chief Executive Officer) Recommendation in cooperate govemance®
Mr. WONG Wai Tong, Semior  Business | Elder brother- :

Director 1) Public interest at risk. It is known that LIK is the grown from a family business,
N while it goes public and liable to its sharcholders. It is a risk on the interest of the

Source: constructed by author < public as the entire family can control the operation of the company because there
. are assumptions that the hidden information that the public may communicate
under the Tableand reach a consensus internally. This information is a lack of

transparency. Thus, the recommendations is half of Wong's family members and

the rest of the members are hired other professional. This can eliminate the concerns

of the public by the board members can examine and monitor ach other. ¢
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Table 16: Project items basic information
Project Costs Remarks
area (square meters) 1000 Tocated in Quarry Bay
Reatal price(in million) 39 G years)
Decoration (in million) 192% (based o the
figure in 2023)
Total Cost (i miltion) 582
Source: constructed by author <
[ Table 17: Remaining basic information.
Remaining basic information Remarks
Building depreciation years © | 50 (kfosk 2023)
Decoration period 5 years | (tegular approach)
Sales growth rate 27% | Cukfook 2017-2022 average )
ultimate growth rate 5% (Assume  long-term _ investment
erowth)
EBITDA (%) 164 %< | lukipok 2023) 1
Cash and sqvialeats. to sales | 2% (kfosk 2023)
ratio
Source: constructed by author -
: FRCtr) ~
g8 #3888 5%4EF [ XFHE

£ EEEnALEIES M e

Kami Kwok e - o X

wrs R
5 wrps FEERE 1
L [N
R
Yr 1 2 3 4 5
Sales = Last Year
Sales(Unit: 1
Sales x
‘million) 50 53 55 58 6.1
(1+Growth rate)
EBITDA« 16.4%: 08 0.9 0.9 0.9 1.0
(Building
Total Depr cost/50+Decoratio
046 046 046 046 046
n/5)
EBIT- 036 040 044 049 0.54
Tax 16.5%: 0.06: 0.07- 0.07- 0.08: 0.09¢
Profit: 030 033 037 041 045
Source: constructed by the Authore’
Cashflow calculation Items '
Table 20: Cashflow calculation Items '
Yr 1 2 3 4 5
EBITDA«
08 0.9 0.9 0.9 1.0
(Unit: million)
Expenditures*1 | Cash
-0.0003<| -0.0003<| -0.0004< | -0.0004< | -0.0004
period
Expenditures*2 | decoration
-0.38: -0.38: -0.38: -0.38: -0.38:
cost
Tax expense: -0.06¢ -0.07: -0.07: -0.08: -0.09:

g

AN GBODN)HE

- R+ 68%

10:10
10/9/2023

L0




image22.png
@  fin 1009 v L E#=
BE RERE 2EHEN B &KE BE =P AR REEE
A =Rt bk 53 =]
il D
Y=5 BR Bm An @ b O®Y EroEm  |iZmF o
Moo v e Ew0zz  |iZwbs o
ARERR [N BE [N

BakE @ WE)

B #Fex ©EREA « (OH)EERA 8% v v
Investment Project Appraisal </
Loskfagk plans this year to open a new branch in the Eastern district. The retail shop
area of 1000 square meters, the company program rent store for long-term use, the
property used for 50 years. The funds3.9_million (for 2023 tumover) There will use a
different financial ratio, including net present value measure (Greenwald, Kahn &
Sonkin, 2005) for an investment assessment./

Table 16: Project items basic information«

Project Costs Remarks
arca (square meters) 1000 Located in Quarry Bay ¢
Rental price(in million) 39 G years)
Decoration (in million): 192% (based on the
figure in 2023)¢
Total Cost (in million) 582
Source: constructed by author
[Table 17: Remaining basic information.
Remaining basic information- Remarks ©
Building depreciation years © | 50 (lukfiook 2023)¢
Decoration period- 5 years < | (tegular approach)-
Sales srowth rate 2.7%¢ | Oukfook 2017-2022 average )-
FBE H3BE S5868EF [R HEXEH XA B R BHIE BEE

£ EERWATTRES m e - & @ @

| Table 18: The first-year calculation of sales

Project items

Remarks:

Sales per square meter

1000 (Assume)

Total Sales (in HKD millions)

5

4.3 Computing Tax Cost tems
Table 19: Computing Tax Cost Itemse’

Year 1 2 3 4 5
st Sales =<
ales (HKD
Last Year Salesx | 5.0¢ | 53¢ | 55¢| 58| 61
million)
(1+Growth rate)
EBITDA
16.4% 08e | 099 094 09 10
(HKD Million)
Total (Building
Depreciation® | cost/S0+Decoratio | 0.46¢ | 0.46 | 0.46 | 0.46<| 046
(HKD Million) w/5)
EBIT
0364 0.40°| 0444 | 049¢| 054
(HKD Million)
Taxe’
16.5% 0064| 0.07| 0.07¢| 0.08¢| 0.09
(HKD Million)
Profitc’
0304| 033¢| 0379| 0414| 045
(HKD Million)
Source: constructed by the Author-’
s
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Cashflow calculation ltems the projects in 27% year with assuming the inflation rate is 2.3%
[ Table 20: Cashflow calculation Fems (XXXXXXXXXXXX). And it is expected 2.3 % is the same in coming years.
Year 1 2 3 4 5 .
EBITDA- Net Present Value (NPV)~
08 0.9 0.9 0.9 10
(HKD million) Several different criteria are using in economic benefit measurement and decision-
Expenditores*1 | Cash making for the project evaluation, Marchioni & Magni (2018) stated Net Present Value
(HKD million)<| period: -0.00037) -0.0003 -0.00047} -0.0004] -0.0004 (NPV) is defined as the most dependable tool. The effectively measures the growth of
Expenditores™2 | decoration investor value, In this new project, the NPV is 0.04 million HKD In Table 20, this
0380 |-038¢ [-038¢ [-038¢ [-038 - ,
(HKD million)<| cost positive value is ageenf i gurefos the investment
Tax  expense !
KD miton) 0060 |-0.07¢ [-0.07¢ |-0.08¢ |-0.09 Payback period (PBR)-
Casbilow’ Payback period calculates the duration of time to offsct the initial investment's cost (]
(KD million) 038 1041 1045¢ | 048< 1052 while it ignores the cash flow beyond the date. That should be to apply a cutoff date
Source constracied by the Anthor” while using this measurement. (Dai et al, 2022). This project wil take around 11 Years
, ’ 4 months to recover the initial cost, the period is medium due to this project requiring
Note 1)Working capital the first year calculation => annual direct sales x (cash and running 27 years instead of S0years.<
‘sauipysats to sales ratio/total number of shops) !
Working capital for the rest calculation =>the previous year working capital x(1+Sales Internal rate of return (IRR)<!
IRR is commonly used to analyze individual items while NPV is preferable as more v
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‘squipysats fo sales ratiototal number of shops)¢!

Working capital for the rest calculation =>the previous year working capital x(1+Sales
growth rate) !

Note 2) assumption for expenditure to pay for the annual decoration cost, about 1.92
million/5 year = 0.4 million per year <

Note 3) Cashflow after 5 years, using the assumption the ultimate growth (Appendix 8¢

calculation of NPV / PBP / IRR / P1/ ARR<

Table 20: Chlculation of NPV / PBP / IRR / PI/ ARR<

Method 1 NPV- 0.04
Method 2 PBP: 11 years 4 months
Method 3 IRR: 8.7%
Method 4 PI 101
Method 5 ARR: 9.4%

Source: constructed by the Authore!
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Internal rate of refurn (IRR)*!

IRR is commonly used to analyze individval items while NPV is preferable as more
compatible. However, NPV is sometimes favored by investors because calculate the
cash flow of investment costs and the amount of reinvests. Furthermore, IRR is also
used in provides the answer in percentage form and is easy to understand (Arshad,
2012). The IRR of this project is 8.7% in Table 20, and the value is not high, so it is
more inclined to evaluate the NPV value. However, if the IRR is high cnough, then

evaluation may be worthwhile. </

The profitability index (PD)¢!

It is an important metric that illustrates the costs and benefits of a project in terms of
revenue. At this value, a measurement of 1 is considered the minimum value, with
higher values being better. John, Dabas, & Naseem (2014) stated that it is not worth to

invssfiin the value is less than 1. For this project of establishing a new sales store, the
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APPENDIX GA36d-

LEVE!

L 7 ASSESSMENT SPECIFICATION <

Student name:= | Kwok Wai Kam- Student ID number: | 2227330~
b
Programme: MBA-
‘Modul Finance for Business Managers -
i Contribution 1o
Module code: | HKBM7008- Contribution o | 100%0
Assessment (%):
Lecturer: Dr Katherine Mo- Internal Verifier:© | Dr Arion Wong-*

Assignment Titie:|

Submission
deadiin

Assignment 1 Word _count ~(or | 5,000 words::
equivalent):”

11 September 2023 Retum _date _of 10 October 2023+
provisional  marks
& writen feedback: |

‘Al wiflen assessments, where practcal and possible, must be submifed via

Submission | Tuiin uress oherwse nsinsied by he Lectre.(lesse DO NOT put s
: assessment specifcton lo Tunin or il maich many simaes wih
lher sudents submisions -
Alternative submission method (f applicabl):
Late submission of the assessment will rsull in a late penalty mark.
Penlles for e submiston: U 1o one week lie, maximum mark of S0%
Over one veek Ise, 0% Only he Exenuating Crcumstances Panel may
approve 2 change o submisson dtes
Academic Academic honesty s requied. Inthe mai body of your submission you must
honeaty | G cred 1 ahorson hose researchand eas yourwork s based. Append
referencing: | o your submission a efrence i tht indictes the books, arices, e hat

you have use. cited or quoted in order to complete tis assessment. -
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Wodule Learning Outcomes -
(from module syllabus)

Upon the successful completion of this module, the student snould be able 10 demonsirate the.
abiity to-

+ research, apply and crifically evaluate a varity of fivancial assessment techniques for
applcation o a case study. -

+ reseatch, evaluate and ciically discuss various issues and theoretical rameviorks used in
the management and control of inancial esources. .

TASK DESCRIPTION-

BACKGROUND /INTRODUCTION -
You must underiske s thorough snd comprehensive review of e srusl reporis)of 8 company that you ety (which
i= gt wih your Lacturer at east 4 weeks befors the submission dste).

TASKS®

You sre then required t wrte & eport (5000 words £ 10%) hat sodrasses the folowing.

1. Afnancial anlyss,operstonsi review and the challanges shesd for the compsny (you shouldincluce 8 uariistve
‘nalysi of trancs and chenge with Supporing ressans, and cortpars with 2 other companies it seme ncustry
o relevant comparison).

You should conduc he isncial snalysi st 3 fiscl years) by cleuling and ntepreting therelevart scoouning
ratos. Your snatyis should be botn horizontal and verical, Horizonsl analysi (vand snalyss) s used fo revesl
patirns of dta over sucoassive peiods. Verlcalanslysisrafersf e calulaton of common size percent,usually
Using the tumover fgue s the base fiura. The ratos should adress the perfomance of several orical areas,
namely “Bankrupicy Index “profiabity’ “louslty snd eficiency ‘solvency, snd stodk market prospects
(Price Eamings (FE), Earnings Per Share (EPS). e fornvestors)”

2. Corporste Govemancs - Infmal controlsnd risk mansgement-
7o have goad mansgarent and conrol of fnancia reSouross.thre should be sound corporst goverance palces
Wit an ntemal contrlsystem and ik mansgemEnt n i organizaton. You mustsssass the measures st have
bean token by the company {0 address corporsta goverance poliies wih an nfemal contol System snd risk
management i the orgenization. Yo can cbtain informaton ram he annusl repart and slso compars wih best
pracices fom e exchange suihorty (namely HKEX) andlor oier companies wih bes govermance fecords. snd

You can assuma soms insdequssies in the urrent system snd propose the ke sress needed o be sddressed for
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isacvantages. fom th financisl impscts o the curent woring capital parameters (inancie stios)namaly il key
urrent sssats snd provids you finalfnancing recommendatons wih  justioston.

5. Drsfing s sohecule
Becad on e problems and ssues dentifed i the iancialreview sarier in section 1-3, you nead {0 raft your
nnul operationsl quartery plan wih 8 e Schague fo t coming 12 monthe (4 querers). The prioty shawid
52 e ey nancisl mpscis snd i amiount of Hanson recUred by management for asch prolam res.

FLENGTH
REQUIRED-

5.000 words = 10%. Any deviation from this will be penalised -

FFORMATTING
LAYOUT-
Pieasa note he ollowing when compleing your witen sssigement:
1. Weiing: Witan n Englisn n n spproprist businesslacaderio stle
2 Focus® Foous only on the tasks st 1 e sssignmant.
3 Length: 5,000 words + 10%
5. Formatiing: Typea on AS paper in Times New Roman or Aris font 12 with s esst 2.3-centimetr spsce st
‘sch cdga. double spaoed snd psges numbered
Document format: A Wrten assgnment 2 & Repertin Microsof Werd (o similer) format wihsize 12 and i
spacig 15
6. Ensurs = e e, course. and name or 1D numbr i on & cover shest and  bibiography using Harvard
referencing throughout s iso provided
7. Researohs Researoh shoukd use raabl snd relevant souross of nformstion .3, academi books and jourmals
tha have bean peer rviewed. The research should ba extensive.
referancing should be n Harverd e

AND

The use of a range of information sources is expected — academic books, peer reviewd journal articls,
professional arices, press releases and newspaper articls, reliable statstcs, company annual reports and
Sther company information.

ttrrrrrrrrrree

g

23:08
20/8/2023

2 28°C

&

- ———+ 50%

-]





image2.png
€« 5 x

@& lukfook.com/tc

e x »00@ :

TUBIRE

LUKFOOK JEWELLERY

A
%

) .

B9 B10100032022A...xlsx ~ ~

® o mswmixsres K @ - @ @

\ -

y “t."“ *

onvl

AR

BEEN

=Y
-

B9 B10100032022A...xIsx A

E

AN 7T oG m ) HE

Q© 29°¢





