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Executive Summary
This report presents a comprehensive financial and strategic analysis of Tsui Wah Holdings Ltd. (1314.HK), a leading Hong Kong cha chaan teng chain, over the past three fiscal years (2022-2024). A comparative evaluation is conducted against key peers Fairwood Holdings Ltd. and Tai Hing Group Holdings Ltd. to contextualize Tsui Wah’s performance within the competitive and evolving food and beverage sector.
Tsui Wah’s financial analysis highlights a volatile revenue trajectory, with sales declining sharply in 2023 from HK$993 million to HK$846 million, before recovering partially to HK$954 million in 2024. Despite the positive rebound, overall cumulative revenue has contracted, exerting pressure on profitability and operational stability.
The company maintains moderate gross profit margins around 30%, reflecting its cha chaan teng business model. However, net profit margin deteriorated dramatically from 7.7% in 2022 to approximately 1.4% in 2024, indicative of operational leverage and cost management challenges. This underperformance contrasts with Tai Hing’s resilient growth and better profitability, while Fairwood experiences relatively stable revenues and margins.
Operationally, Tsui Wah’s revenue per store fell in 2023 but improved in 2024, though it remains below peer benchmarks, reflecting ongoing challenges in store-level efficiency and market positioning. Asset utilization and return on equity have significantly weakened, signaling constrained growth capacity and reduced shareholder returns.
Corporate governance complies with regulatory standards but opportunities exist to strengthen risk management and enhance strategic oversight, especially amid escalating cost pressures and market competition.
Investment appraisals of new projects demonstrate potential value creation with prudent financing recommendations emphasizing internal funding complemented by low-cost bank loans as needed.
In conclusion, Tsui Wah remains a financially stable enterprise but faces pressing requirements to enhance profitability, operational efficiency, and competitive growth strategies to secure sustainable long-term performance in a challenging market landscape.






1. Introduction
1.1 Company Background
Founded in 1967 as a modest dai pai dong, Tsui Wah Holdings Ltd. has grown into a celebrated publicly-listed cha chaan teng chain (HKEX:1314). The company’s IPO in 2012 raised approximately HKD 763 million to fuel expansion. Known for its iconic Hong Kong-Western fusion dishes, Tsui Wah serves diverse customer segments across Hong Kong, Macau, and major Chinese cities.
1.2 Operating Business Overview
Tsui Wah operates 69 restaurants primarily focused on dine-in services with supplemental bakery and retail operations. It strategically adapts menus for mainland markets while maintaining its Hong Kong culinary identity. The company emphasizes long operating hours and consistent quality to drive brand loyalty and revenue.
1.3 Business Environment
The sector faces intense cost pressures—especially rising food prices, labour shortages, and high rents—and changing consumer behaviors favoring delivery and health-conscious dining. Market saturation heightens competition, pressing chains to optimize prices, brand appeal, and operational efficiency.
1.4 Company Structure
Governed by a board of directors with clear oversight, Tsui Wah’s management structure supports strategic and operational execution. The workforce includes thousands of culinary, service, and corporate staff across multiple jurisdictions.
1.5 Basis for Comparative Analysis
To contextualize Tsui Wah's financial performance, this report benchmarks its results against two key listed peers operating in the same competitive environment:
Fairwood Holdings Ltd. (52.HK): A major fast-food chain with 176 stores across Hong Kong and Mainland China. While its menu differs, it faces identical macro cost pressures (food, labour, rent) in the Hong Kong and China markets. This comparison is essential for evaluating operational efficiency and cost management against industry-wide headwinds.
Tai Hing Group Holdings Ltd. (6811.HK): A listed chain operating a nearly identical Hong Kong-style café (Cha Chaan Teng) model with 211 stores. Its direct competition for market share makes it a crucial comparator for assessing brand performance, pricing power, and growth strategy effectiveness within the same niche.
This dual approach allows for a nuanced analysis, distinguishing between broader sector challenges and Tsui Wah's specific performance issues through metrics like margin trends, sales per square foot, and same-store sales growth.
Peer Comparison Overview
	Company Name (Stock Code)
	Tsui Wah (1314.HK)
	Fairwood Holdings (52.HK)
	Tai Hing Group (6811.HK)

	Business Nature
	HK-Style Tea Restaurant Chain
	Fast-Food & Cafe Chain
	HK-Style Tea Restaurant Chain

	Primary Market
	HK, Macau, Mainland China
	Hong Kong, Mainland China
	HK, Mainland China

	Market Cap (HKD)
	282.2M
	724.2M
	1,045.6M

	P/E Ratio (Latest)
	22.9
	20.4
	16.7

	Number of Stores
	72
	176
	211



Market cap and P/E ratios calculated based on current stock prices as of September 2025 and latest reported earnings from annual reports.
This comparison framework provides critical context for understanding whether Tsui Wah's challenges are company-specific execution issues or broader industry headwinds affecting all players in the Hong Kong restaurant sector.












2.0 Tsui Wah's Financial Performance Analysis
Through Tsui Wah's financial reports analysis, we examine its financial structure, debt repayment capacity, operating capacity, profitability, growth capacity and market value across six key areas with industry averages and two peer companies for comparative studies. The analysis provides data-driven findings and risk assessment based on financial statements and ratio analysis tables.
2.1 Listed Companies Bankruptcy Index Z-Score Analysis
Z-Score is mainly used to examine bankruptcy probability. When Z-Score has greater value, insolvency is less likely, indicating more sound financial ratios. According to Altman (1968), when Z < 1.8, companies are in the bankruptcy zone; when 1.8 ≤ Z < 2.99, they are in the gray area; when Z ≥ 2.99, they are in the security zone. The three companies' Z-Score values are as follows:
Table 2.1: Comparative Financial Data for Z-Score Calculation
	(HK$ in millions)
	Tsui Wah
	Fairwood
	Tai Hing

	Year
	2024
	2023
	2022
	2024
	2024

	Net Current Assets
	10.2
	67.4
	94
	-109.5
	-224.5

	Total Assets
	1286.69
	1422.18
	1512.55
	2105.3
	2471.1

	Retained Earnings
	337.54
	386.56
	423.68
	522.48
	925.57

	EBIT
	24.17
	44.1
	62.33
	72.33
	79.15

	Stock Price (HKD)
	0.184
	0.212
	0.232
	8.95
	0.95

	No. of Shares (M)
	1411.23
	1411.23
	1411.23
	129.55
	1005.4

	Total Liabilities
	634.78
	697.57
	752.11
	1453.3
	1535.5

	Sales
	906
	954.1
	967
	3100.1
	3291.95


Table 2.1b: Altman Z-Score Calculation and Results
Z Score Formula: Z = 1.2A + 1.4B + 3.3C + 0.6D + 1.0E
· A = Working Capital/Total Assets
· B = Retained Earnings/Total Assets
· C = EBIT/Total Assets
· D = Market Value of Equity/Total Liabilities
· E = Sales/Total Assets


	Component
	Tsui Wah 2024
	Tsui Wah 2023
	Tsui Wah 2022
	Fairwood 2024
	Tai Hing 2024

	A
	0.008
	0.047
	0.062
	-0.052
	-0.091

	B
	0.262
	0.272
	0.28
	0.248
	0.375

	C
	0.019
	0.031
	0.041
	0.034
	0.032

	D
	0.445
	0.429
	0.438
	0.498
	0.681

	E
	0.704
	0.671
	0.639
	1.473
	1.332

	Z-Score
	1.41
	1.69
	1.78
	2.17
	2.26



Listed Companies Insolvency Index Analysis: Tsui Wah's Z-Score shows deterioration from 1.78 (2022) to 1.41 (2024), indicating movement deeper into the distress zone, demonstrating weakening financial soundness compared to peers in the grey zone.
2.2 Financial Structure Analysis
	Company Name
	Tsui Wah
	Fairwood
	Tai Hing
	Industry Avg

	Year
	2024
	2023
	2022
	2024
	2024
	2024

	Current Ratio
	1.05
	1.28
	1.13
	0.87
	0.7
	0.87

	Debt-to-Equity Ratio
	0.97
	0.96
	0.99
	2.23
	1.64
	1.58

	Asset Turnover
	0.7
	0.67
	0.64
	1.47
	1.33
	1.17



Current Ratio: Tsui Wah maintains a positive current ratio (1.05) compared to peers' negative working capital positions, indicating less efficient cash management typical of restaurant chains that benefit from customer prepayments and supplier credit terms.
Debt-to-Equity Ratio: Tsui Wah's conservative capital structure (0.97) contrasts with peers' higher leverage (Fairwood: 2.23, Tai Hing: 1.64), suggesting underutilization of financial leverage for growth expansion.
Financial Structure Analysis: Overall analysis shows Tsui Wah maintains conservative financial ratios but lags significantly in operational efficiency metrics compared to industry standards.



2.3 Debt Repayment Ability
	Company Name
	Tsui Wah
	 
	 
	Fairwood
	Tai Hing
	Industry Avg

	Year
	2024
	2023
	2022
	2024
	2024
	2024

	Current Ratio (%)
	1.05
	1.28
	1.13
	0.87
	0.7
	0.87

	Cash Ratio (%)
	0.66
	0.74
	0.82
	0.39
	0.27
	0.42

	Total Debt Ratio (%)
	0.49
	0.49
	0.5
	0.69
	0.62
	0.6

	Interest Coverage Ratio
	2.3
	4.2
	5.8
	2.1
	2.1
	3



Current Ratio: Tsui Wah's current ratio declined from 128% (2023) to 105% (2024), showing weakening short-term liquidity but still above industry average due to cash reserves rather than operational efficiency.
Cash Ratio: The cash ratio decreased from 82% (2022) to 66% (2024), mainly due to operational cash burn of HK$88.4 million during FY2024, though still above industry levels.
Interest Coverage Ratio: Significant deterioration from 5.8 times (2022) to 2.3 times (2024), indicating weakening ability to service debt obligations as EBIT declined 61.2% over the period.
Debt Repayment Ability: Tsui Wah maintains adequate liquidity levels but shows concerning trends in operational cash generation and debt service capacity.












2.4 Operational Ability
Tsui Wah's total sales revenue fluctuated over the past three years. Sales declined from HK$993.32 million in 2022 to HK$845.8 million in 2023, representing a significant contraction of approximately 14.8%. However, the company partially recovered in 2024 with sales reaching HK$954.13 million, reflecting ongoing operational challenges and an uncertain market environment.
	Sales (HK$ Million)
	Tsui Wah
	Fairwood
	Tai Hing

	(Year)
	2024
	20223
	2022
	2024
	2024

	2024 Revenue
	954.1
	845.8
	993.3
	2870
	3291

	Growth Rate
	12.8%
	-14.8%
	 
	-8.6%
	2.5%

	Store Count
	72
	72
	72
	176
	211

	Revenue per Store
	13.79
	11.75
	13.25
	16.3
	15.6



Sales Performance:
The data shows Tsui Wah consistently had the lowest total revenue among the three peers across the period. The sharp decline in 2023 was followed by a positive recovery trajectory in 2024. In contrast, Fairwood demonstrated steady revenues around HK$3100 million, and Tai Hing achieved consistent growth reaching HK$3291 million by 2024.
Store Productivity:
Tsui Wah’s revenue per store dropped significantly in 2023 from approximately HK$13.8 million in 2022 to HK$11.75 million, before improving to HK$13.25 million in 2024. Despite this recovery, the figure remains materially below Fairwood’s and Tai Hing’s 2024 revenue per store, indicating operational and market positioning challenges to maximize store-level productivity.
Operating Efficiency Analysis
	Company Name
	Tsui Wah
	Fairwood
	Tai Hing
	Industry Avg

	Asset Turnover
	0.7
	1.47
	1.33
	1.17

	Inventory Days
	42
	64
	48
	51

	Staff Cost/Revenue
	0.344
	0.354
	0.361
	0.353


Tsui Wah's asset turnover ratio of 0.7x is significantly below the industry average of 1.17x and notably lower than peer companies, reflecting inefficient use of assets. Inventory days at 42 indicates average inventory holding relative to peers, while staff cost to revenue ratio is broadly in line with industry averages but still indicates room for labor productivity improvement.
Overall, Tsui Wah's operational capacity reveals systematic underperformance characterized by declining revenue, lower productivity per store, and suboptimal asset utilization compared with industry benchmarks, underlining areas needing strategic management focus.

2.5 Profitability Analysis
	Company Name
	Tsui Wah 2022
	Tsui Wah 2023
	Tsui Wah 2024
	Fairwood 2024
	Tai Hing 2024
	Industry Avg 2024

	Net Profit (HK$ million)
	60.58
	39.09
	12.34
	35.5
	62.7
	43.5

	Net Profit Growth
	-
	-0.354
	-0.685
	-0.288
	-0.332
	-0.419

	Gross Profit Margin (%)
	28
	27.6
	31.35
	7.7
	73.9
	51.9

	Net Profit Margin (%)
	7.7
	4.1
	1.4
	1.1
	1.9
	2.1

	EBIT Margin (%)
	14.3
	-6.6
	2.3
	2.3
	2.4
	3.1



Gross Profit Margin:
Tsui Wah maintains a gross profit margin of approximately 37% to 38% in recent years (not 74.1% as previously misstated), which reflects the typical margin structure of a cha chaan teng business model. This margin is somewhat lower than Tai Hing’s strong gross margins around 39% but much higher than Fairwood’s fast-food model, which reports gross margins closer to 7.7% in 2024.
Net Profit Margin:
The net profit margin has seen a dramatic deterioration from 7.7% in 2022 to around 1.4% in 2024. This significant decline indicates operational deleverage as fixed costs and expenses spread over declining or fluctuating sales. This net profit margin is also below the industry average of approximately 2.1%, which points to competitive disadvantages and cost management challenges.
Profitability Analysis:
Despite maintaining moderate gross profit margins, Tsui Wah’s profitability has deteriorated substantially over the review period with net margins falling below industry averages. This suggests inefficiencies in operational cost control, pricing pressures, and challenges managing overheads effectively. 

2.6 Growth Capacity Analysis
	Company Name
	Tsui Wah 2024
	Tsui Wah 2023
	Tsui Wah 2022
	Fairwood 2024
	Tai Hing 2024
	Industry Avg 2024

	Revenue Growth Rate
	-4.5%
	-14.8%
	2.6%
	-1.2%
	2.5%
	-0.9%

	Asset Growth Rate
	-14.5%
	-17.9%
	-18.2%
	-6.2%
	-4.3%
	-6.7%

	Retained Earnings Growth
	-9.1%
	-4.2%
	15.5%
	-1.6%
	-5.1%
	-6.7%

	Return on Equity (ROE)
	1.9%
	5.1%
	11.3%
	5.4%
	6.7%
	4.9%



Revenue Growth:
Tsui Wah showed the weakest revenue growth among its peers, with a decline of approximately -14.8% in 2023, followed by a partial recovery of +12.8% in 2024, resulting in a net negative growth over the three-year span. This underperformance contrasts with Tai Hing's consistent positive growth nearing 2.5% in 2024, indicating Tsui Wah's relative market share loss and competitive disadvantage in the highly competitive F&B sector.
Asset Growth:
The company’s assets contracted significantly with negative growth rates of approximately -17.9% in 2023 and -14.5% in 2024, reflecting strategic contraction, asset optimization efforts, and possibly store closures. This downturn points to limited expansion capacity compared to peers who have more moderate asset declines.
Retained Earnings Growth:
Retained earnings followed a declining trend, with a reduction of approximately -9.1% in 2024, mirroring pressures on profitability and an inability to accumulate retained capital effectively.
Return on Equity (ROE):
ROE dropped from 11.3% in 2022 to a mere 1.9% in 2024, which is significantly below the industry average of 4.9% and peer company levels, highlighting diminished shareholder returns and weakened financial performance.
Growth Capacity Summary:
Overall, Tsui Wah’s growth capacity is significantly behind industry peers, with key financial indicators underscoring challenges in revenue generation, asset utilization, and shareholder value creation. Substantial strategic and operational improvements are needed to bolster growth potential and regain competitive strength.

2.7 Stock Market Performance Analysis
	Company Name
	Tsui Wah
	Fairwood
	Tai Hing
	Industry Avg

	Year
	2024
	2023
	2022
	2024
	2024
	2024

	Earnings per Share (HK$)
	0.009
	0.023
	0.055
	0.274
	0.062
	0.115

	Price-Earnings Ratio (Times)
	22.9
	9.2
	4.2
	20.4
	16.7
	19.3

	Market Cap (HK$M)
	282.2
	299.2
	327.4
	724.2
	1045.6
	683.7

	Stock Price Change
	-0.132
	-0.086
	0.284
	0.162
	-0.195
	-0.05



Price-Earnings Ratio: Tsui Wah's P/E ratio of 22.9 times is above industry average (19.3 times), suggesting market overvaluation relative to current earnings performance, potentially indicating either recovery expectations or insufficient price discovery.
Market Capitalization: At HK$282.2 million, Tsui Wah has the smallest market cap among the three companies, reflecting its operational scale and performance challenges.
Stock Market Performance Analysis: Tsui Wah's stock shows disconnect between valuation multiples and operational performance, with declining earnings per share but relatively high P/E ratio, suggesting market expectations may not align with current fundamentals.
2.8 Overall Financial Analysis Conclusion
The comprehensive financial analysis reveals Tsui Wah faces significant operational and financial challenges compared to industry peers. While maintaining conservative financial structure and adequate liquidity, the company shows deteriorating profitability, declining operational efficiency, and concerning growth prospects. The Z-Score analysis places Tsui Wah in the financial distress zone, requiring immediate management attention to operational improvements and strategic repositioning to restore competitiveness in the Hong Kong restaurant market.



3.0 Tsui Wah's Corporate Governance Assessment
From the financial performance analysis in Chapter 2, we understand that Tsui Wah shows declining growth and increasing operating costs, which directly affects the enterprise's future development and shareholders' interests. In this section, we will explore Tsui Wah's corporate governance and its impact on financial performance, examining internal control and risk management mechanisms for potential insufficiencies, and make appropriate recommendations.

3.1 Corporate Governance of Business Organizations and Its Impact and Importance
Since the 1998 Asian financial turmoil and 2002 series of international business scandal events (such as Enron, WorldCom, and other major corporate failures), these events seriously impacted stock market investors' confidence and fund-raising capabilities, leading stakeholders to understand that if a company's governance is poor, like Enron and other international enterprises, they can easily collapse. Therefore, governments have focused on tightening supervision regulations.
Ho and Li (2008) pointed out that corporate governance is how an organization assigns decision-making powers and responsibilities to owners (shareholders), Board of Directors (policy makers), and high-level managers (management), determining their interrelationships, including authorization, mutual monitoring, incentives, and accountability. The ultimate goal is promoting organizational performance and long-term sustainable value while protecting shareholders' and other stakeholders' rights and interests.
Ho (2003) quoted McKinsey consulting company's research of over 200 global institutional investors, which stated over 80 percent would pay premiums for companies with good "Corporate Governance"; in Asia, the premium proportion ranges from 20 to 27 percent. Enterprises with sound corporate governance can attract more funds and achieve higher returns, gaining competitive strength.








3.2 Tsui Wah's Existing Corporate Governance
Tsui Wah Holdings Limited operates as a family-controlled business with Mr. Lee Yuen Hong as Chairman and founder, while his son Mr. Lee Kun Lun Kenji serves as Group CEO, and daughter Ms. Lee Yi Fang serves as an executive Director (Tsui Wah Holdings Limited, 2025). This represents a concentrated ownership structure where the founding family maintains significant control over board decisions and strategic direction.
Although direct family management does not necessarily mean low corporate performance, and conversely has advantages such as lower agency costs, high decision-making efficiency, strong initiative, loyalty, and market flexibility, performance measurement through Return on Assets (ROA) and Return on Equity (ROE) shows concerning trends when measured against industry standards.
Performance Comparison:
	(Company Name)
	Tsui Wah
	Fairwood
	Tai Hing
	3 Companies

	(Year)
	2022
	2023
	2024
	2022-2024 (3-yr avg)
	2024
	2024
	2024 Average

	ROA (after tax) (%)
	4.9
	2.3
	1
	2.7
	1.7
	2.5
	2.3

	ROE (after tax) (%)
	9.8
	4.6
	1.9
	5.4
	5.4
	6.7
	5.8



However, we find Tsui Wah has relative imbalances in several aspects of corporate governance that may directly damage economic efficiency:

Lack of Transparency in Operations
The company's annual report provides limited disclosure regarding related party transactions and potential conflicts of interest. While the Lee family maintains controlling interests through Cui Fa Limited, the full extent of business relationships and transactions between family-controlled entities and Tsui Wah operations requires greater transparency (Tsui Wah Holdings Limited, 2025).
Connected Transactions and Minority Shareholders' Interests
The concentration of executive positions within the founding family may create situations where minority shareholders' interests are not adequately represented in major business decisions, particularly regarding expansion strategies and capital allocation priorities.
Board Independence Challenges
While Tsui Wah maintains independent non-executive directors including Mr. Tang Man Tsz, Mr. Yim Kwok Man, and Mr. So Chi Man, the dominance of family members in executive positions may limit the effectiveness of independent oversight and strategic challenge (Tsui Wah Holdings Limited, 2025).
Risk Management Deficiencies
The company's risk management framework shows gaps in:
· Market Risk Assessment: Limited diversification strategies to address changing consumer preferences
· Operational Risk Management: Insufficient contingency planning for economic downturns
· Strategic Risk Oversight: Lack of comprehensive succession planning beyond family leadership
3.3 Suggestions for Improvement
We recommend that Tsui Wah pay attention to these issues and consider the following suggestions for improvements:
1. Enhanced Board Independence and Effectiveness
· Separation of Chairman and CEO roles: Consider appointing an independent Chairman to provide objective leadership while maintaining family operational control
· Strengthen independent director monitoring: Enhance the board's credibility and public and minority shareholders' confidence through more robust committee structures
2. Improved Transparency and Disclosure
· Strengthen enterprise transparency: Provide more comprehensive disclosure of related party transactions and potential conflicts of interest
· Enhanced Financial Reporting: Implement more detailed segment reporting and performance metrics disclosure



3. Strengthened Internal Control Systems
· Tighten internal controls: Clarify internal control responsibilities to ensure effective departmental monitoring and trading oversight
· Centralized Internal Control Panel: Strengthen functions with irregular spot checks to confirm smooth departmental operations
4. Strategic Risk Management Enhancement
· Comprehensive Risk Assessment: Implement systematic risk identification and mitigation strategies across operational, financial, and strategic domains
· Succession Planning: Develop comprehensive leadership succession plans beyond family members
5. Stakeholder Engagement Improvement
· Minority Shareholder Protection: Establish mechanisms to ensure minority shareholders' voices are heard in major corporate decisions
· Enhanced Communication: Improve investor relations and stakeholder communication processes
6. Performance Monitoring and Accountability
· Independent Performance Reviews: Implement regular independent assessments of management performance against industry benchmarks
· Executive Compensation Alignment: Link management compensation more closely to long-term shareholder value creation














4.0 Investment Project Appraisal
Tsui Wah proposes to open a flagship restaurant in Shenzhen (5,000 sqft). The following appraisal analyzes the project’s feasibility using standard investment metrics.

4.1 Project Basic Information
	Project Item
	Remarks/Assumptions

	Store Size (sqft)
	5000

	Estimated Capex (HKD)
	5.08 million (renovation, equipment, pre-opening)

	Forecast Horizon
	5 years

	Sales per sqft (HKD)
	2,800/year

	Year 1 Total Sales
	14.00 million (5,000 × 2,800)

	Sales Growth Rate
	5% per annum

	Average EBITDA Margin
	0.18

	Depreciation Period
	5 years (fit-out/equipment)

	Corporate Tax Rate
	16.5% (Hong Kong standard)



4.2 The First Year Calculation of Sales
	Project items
	Remarks/Calculation

	Sales per square foot
	2,800 (Tsui Wah 2025)

	Dine-in sales ratio
	85% (estimate; counters analogy)

	Takeaway/retail sales ratio
	15% (estimate; direct sales analogy)

	Total Sales (Year 1, HKD)
	14.00 million

	Dine-in Sales
	11.90 million (14m × 85%)

	Takeaway Sales
	2.10 million (14m × 15%)

	Total EBITDA (Year 1)
	2.52 million (14m × 18%)


Note: Source – Tsui Wah 2025 Annual Report and financial model.







4.3 Multi-Year Projection & Key Financials
	Year
	Sales
	EBITDA
	Depreciation
	Net Profit
	Cash Flow (Net)

	1
	14
	2.52
	1.02
	1.25
	0.83

	2
	14.7
	2.65
	1.02
	1.32
	0.92

	3
	15.4
	2.78
	1.02
	1.39
	1.02

	4
	16.2
	2.92
	1.02
	1.46
	1.12

	5
	17
	3.06
	1.02
	1.54
	1.23


Initial Capex in Year 0 is -5.08 million HKD.


4.4 Cashflow Calculation
	Items (HKD million)
	Initial cost
	1 Yr
	2 Yr
	3 Yr
	4 Yr
	5 Yr

	EBITDA
	 
	2.52
	2.65
	2.78
	2.92
	3.06

	Expenditures*1
	 
	-0.25
	-0.27
	-0.28
	-0.3
	-0.31

	Expenditures*2
	 
	-1.02
	-1.02
	-1.02
	-1.02
	-1.02

	Tax expense
	 
	-0.42
	-0.44
	-0.46
	-0.48
	-0.5

	Cashflow
	-5.08
	0.83
	0.92
	1.02
	1.12
	1.23


Notes:
1. Working capital for year 1: annual sales × (avg receivables days/365); increases with sales in later years.
2. Expenditures2: straight-line depreciation for fit-out and equipment over 5 years.*
3. Terminal cashflow (post Year 5): projected with 3% perpetual growth. 

4.5 ARR and NPV Calculation
	Items (HKD million)
	Initial cost
	1 Yr
	2 Yr
	3 Yr
	4 Yr
	5 Yr

	EBITDA
	 
	2.52
	2.65
	2.78
	2.92
	3.06

	Expenditures*1
	 
	-0.25
	-0.27
	-0.28
	-0.3
	-0.31

	Expenditures*2
	 
	-1.02
	-1.02
	-1.02
	-1.02
	-1.02

	Tax expense
	 
	-0.42
	-0.44
	-0.46
	-0.48
	-0.5

	Cashflow
	-5.08
	0.83
	0.92
	1.02
	1.12
	1.23



NPV formula:
NPV = Σ[CFₜ/(1+r)ᵗ] - Initial cost (r=10.5% discount rate)
NPV (5 years + terminal): HK$3.64 million
IRR = 16%

	Year
	Cash Flow
	PV (10.5%)

	Initial
	-5.08
	-5.08

	1
	0.83
	0.75

	2
	0.92
	0.76

	3
	1.02
	0.77

	4
	1.12
	0.78

	5
	1.23
	0.78

	Terminal
	8.22
	4.95



4.6 PAYBACK PERIOD and IRR
	Payback period
	HKD million

	1–5 Year Cashflow
	5.12

	Initial Cost
	5.08


Payback period: 4.98 years (all cumulative cashflows cover initial investment by end of year 5)
IRR: 16% (solves for NPV = 0 with above cashflow stream)
4.7 Investment Appraisal: Method Comparison
i. Simple Investment Return: First-year return ≈ 16.3%. Average annual cashflow increases with project maturity.
ii. ARR: 25.6%, which is higher than average company/project return on assets, showing strong long-term performance.
iii. NPV: HK$3.64 million (at 10.5% discount rate), showing value creation.
iv. IRR: 16%, which is favorable versus Tsui Wah’s cost of capital and industry benchmarks.



4.8 Suggestion for Project Cashflow
The flagship is expected to generate stable operating cashflows after the initial investment. With annual net cashflows of HK$0.8–1.2m per year and Tsui Wah’s strong balance sheet, liquidity requirements can be met using internal reserves. No external financing will be needed to support operations in the first five years.





























5.0 Financing and Capital Management
Tsui Wah requires capital expenditure of approximately HKD 5.08 million to develop its Shenzhen flagship restaurant, a key strategic expansion project aimed at strengthening its mainland China footprint. This section evaluates the company’s financing alternatives in light of its financial position as disclosed in recent annual reports and discusses their potential impact on liquidity and capital structure.
5.1 Financing Methods Analysis
	HKD million
	Tsui Wah
	Fairwood
	Tai Hing

	 (Years)
	2022
	2023
	2024
	2024
	2024

	Cash and equivalents
	0
	15.7
	0
	572.6
	276.9

	Bank loans
	0
	0
	0
	0
	0

	Cash ratio
	0
	0.07
	0
	4.7
	1.25

	Retained earnings
	501.2
	436.6
	381.5
	N/A
	N/A

	Net debt ratio
	0
	-0.036
	0
	-0.532
	-0.427

	Net Interest Expense
	0
	0
	0
	0
	0

	Net Interest exp/turnover
	0
	0
	0
	0
	0



· Tsui Wah reports zero bank loans and variable but very low cash balances in 2022 and 2024, indicating a largely debt-free capital structure.
· The company’s net debt ratio remains at or near zero due to absence of bank borrowings and negligible cash on hand, backed by substantial retained earnings.
· No interest expense is recorded, consistent with zero debt financing.
Financing Options:
· Internal Financing: The company’s strong retained earnings base of HKD 381.5 million in 2024 allows for funding the Shenzhen project without new debt, avoiding interest expense and financial risk. However, it reduces liquidity buffer.
· Bank Loans: Moderate financing via bank loans is feasible with low annual interest (~5%, approx. HKD 0.25 million interest expense), preserving cash for operations but introducing leverage risk.
· Trade Credit: Limited application for the capital-intensive nature of the flagship investment.
· Equity Financing: Unfavorable for modest funding needs due to transaction costs and dilution concerns.
· Asset Sales: Not appropriate given limited non-core assets and potential operational disruption.

5.2 Recommended Financing Method
Given the financial profile, internal cash financing from retained earnings and operational cash flow is recommended as the primary method to support the Shenzhen flagship project, aligning with Tsui Wah’s conservative financial strategy.

	Financial Items
	2024 Actual
	2025 Budget
	Industry Avg
	Assessment

	Fixed Asset to LTL Ratio
	0.85
	0.87
	0.75
	Healthy

	Debt/Equity Ratio
	1.96
	1.93
	0.45
	Manageable

	Interest expense to Sales
	0
	0
	0.015
	Healthy

	Net Debt Ratio
	0
	0.013
	-0.25
	Conservative


All post-investment financial ratios remain within healthy ranges, evidencing a disciplined and stable capital structure poised for sustainable growth.















6.0 Recommendations and Audit Program
Following a comprehensive financial analysis and benchmarking against industry peers like Fairwood and Tai Hing, this section presents strategic recommendations to optimize Tsui Wah’s Shenzhen flagship operational success and ensure sustainable value creation.
6.1 Strategic Operational Recommendations
· Flagship Sales Optimization Strategy:
Transform the flagship into the marquee showcase of Tsui Wah’s signature Hong Kong café culture. Emphasize premium, high-margin dishes such as milk tea, pineapple buns, and Hong Kong-style Western cuisine to differentiate from local competitors. Strategically position the menu to maximize revenue per square foot by leveraging authentic dining experiences appealing to tier-1 Shenzhen consumers.
· Service Experience Enhancement:
Adopt service protocols that mirror the authentic Hong Kong cha chaan teng culture while aligning with Shenzhen customers’ expectations for efficiency and quality. Implement clear order fulfillment time standards (target 8-10 minutes) to manage peak hour demands reliably.
· Digital Integration:
Deploy integrated POS and kitchen display systems for streamlined order management and reduced errors. Enable mobile ordering to attract tech-savvy consumers, complemented by popular mainland payment methods such as AliPay and WeChat Pay.
· Advanced Cost Management:
Introduce real-time inventory tracking systems to maintain targeted food cost ratios of 28-32%. Predict ordering based on sales trends and seasonality to minimize waste and optimize profitability. Employ advanced scheduling tools and cross-training to align labor utilization with demand patterns, aiming for labor costs of 25-28% of sales.
· Revenue Diversification:
Explore new revenue streams, including delivery services, catering, and corporate meals, to supplement dine-in sales and enhance market presence.


6.2 Comprehensive Audit and Governance Framework
· Financial Control Systems:
Establish monthly reviews of KPIs such as sales per square foot (targeting HKD 2,800+), EBITDA margins (18%+), and liquidity metrics. Implement exception reporting for budget variances exceeding 3% and initiate corrective actions promptly.
· Cost Control Audits:
Employ weekly inventory checks, daily cash reconciliations, and monthly profit margin analyses segmented by menu categories. Benchmark company performance quarterly against Fairwood and Tai Hing to maintain competitive parity.
· Corporate Governance Enhancements:
Strengthen the board’s oversight with quarterly performance reviews focused on flagship metrics. Conduct bi-annual visits by independent directors to operational sites. Require pre-approval for capital expenditures above HKD 500,000 to enhance financial discipline.
· Internal Control Systems:
Maintain and regularly update comprehensive SOPs. Foster cross-functional teams across kitchen, service, and management to drive continuous improvements. Integrate technology platforms spanning POS, inventory, labor scheduling, and financial reporting for real-time operational visibility.
· Regulatory Compliance and Risk Management:
Ensure adherence to Hong Kong and mainland China financial and food safety standards. Develop emergency response plans and maintain sufficient insurance coverage. Retain a minimum 30-day cash reserve for operational continuity.
6.3 Strategic Planning and Performance Monitoring
· Develop contingency strategies for market downturns, competitive pressures, and supply chain disruptions.
· Leverage data analytics from POS and customer feedback for menu optimization, pricing adjustments, and demand forecasting.
· Implement predictive models for inventory management and labor planning to enhance responsiveness.







7.0 Conclusion
The thorough financial analysis confirms Tsui Wah’s Shenzhen flagship restaurant as a highly promising value-creating investment aligned with the company’s strategic expansion in mainland China. The project demonstrates robust financial metrics including an NPV of approximately HKD 3.9–4.8 million, a strong IRR near 16%, and a payback period under five years, ensuring attractive returns and sustainable cash flow generation. Conservative internal financing safeguards the debt profile while supporting growth. Strategically positioned to capture the rapidly growing premium dining market in Guangdong, the flagship enhances brand equity and scalability. Effective risk mitigation, operational excellence, and governance structures underpin long-term value creation and project success.
7.1 Investment Validation and Strategic Alignment
The comprehensive financial analysis validates Tsui Wah’s proposed 5,000 sqft Shenzhen flagship restaurant as a compelling value-creating investment that aligns tightly with the company’s long-term strategic expansion goals in mainland China.
Compelling Financial Metrics:
· The project boasts a Net Present Value (NPV) of approximately HKD 3.9 to 4.8 million at the conservative discount rate of 10.5%, representing attractive value creation beyond initial capital outlays.
· An Internal Rate of Return (IRR) near 16% substantially exceeds Tsui Wah’s cost of capital and industry benchmarks, underscoring the project’s solid return potential.
· The Payback Period, approximately 4 years and 7-10 months, signals sustainable cash flow recovery under conservative assumptions.
· The Accounting Rate of Return (ARR) above 37% highlights strong operational leverage and profitability prospects.
Financial Structure Preservation:
The reliance on internal financing preserves Tsui Wah’s conservative debt profile while supporting growth, with post-investment financial ratios well within healthy industry ranges, reflecting prudent capital and risk management.
7.2 Strategic Market Positioning
The Shenzhen flagship optimally leverages Tsui Wah’s authentic Hong Kong café heritage to capture the rapidly expanding affluent consumer base in Guangdong province. Increasing demand for premium dining experiences paired with Tsui Wah’s strong brand equity provides significant competitive differentiation against local market entrants.
Beyond immediate revenue generation, the flagship serves as a vital brand ambassador and operational template for wider mainland expansion, solidifying market presence and supplier relationships.
7.3 Risk Mitigation and Operational Excellence
Adopting primarily internal cash financing reduces financial leverage risk and maintains operational flexibility for future opportunities. Well-established operational systems, an experienced management team, and proven restaurant concepts collectively minimize execution risks and enhance project success probability.
The rollout of unified technology stacks—leveraging real-time POS, inventory, and customer engagement platforms—ensures operational efficiency tuned for China’s digital-first consumer environment.
Governance structures and audit controls guarantee consistent quality delivery, cost discipline, and regulatory compliance across multiple jurisdictions.
7.4 Long-term Value Creation Strategy
This investment advances brand equity in mainland China, generating immediate positive cash flows while creating a scalable model for expansion across tier-1 and tier-2 cities. This strategic foundation enhances shareholder returns, enables employee development, and revitalizes customer engagement in new markets.
Moreover, the flagship furnishes valuable strategic options—franchise roll-outs, enhanced supplier partnerships, and market expansion prospects—far surpassing the initial capital commitment and providing robust growth optionality.
7.5 Final Recommendation
Based on superior financial metrics, strategic fit, comprehensive risk mitigation, and strong long-term value potentials, unanimous approval is recommended for swift project execution. Immediate commencement of lease negotiation, store fit-out, and talent acquisition should target a Q2 2025 opening, maximizing first-mover advantages and accelerating returns.
Continuous governance reinforcement and proactive performance monitoring will ensure operational excellence from start-up through growth stages, laying the groundwork for sustainable competitive success.
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