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An Overview

For Level 2
Participants

Part1

A comprehensive analysis of Bonjour Group’s
financial performance with interpretation 2[5 €
HIBT TSR IR R 2 FE

Part 2

Formulate a business plan for Bonjour Group’s offline
and online retail business

(a) ...
(b) ...
(c) Business plan of $10 million

- Marketing expense budget
& implementation details 8 & RATHE R B
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Part 1:

Financial Ratios BAFF L ZE 4 #1
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Consolidated Statement of Financial Position
At 31 December 2020

Assets & E —B-%% —B-hf
— 2020 2019
Liabilities 8.{R Bt it FH#7T T T
. Note HK$’000 HKE'000
Equity B R#ELE
(RBEE Non-current assets
ME - -BERK&HE Property, plant and equipment 17 133,707 671,019
TREEE Right-of-use assets 18 151,746 406,260
kS Goodwill 19 - 5,520
HihflmzEE Other Intangible assets 20 2,313 1,236
HeRKERE Rental and utility deposits 9,273 34,482
KR FETAEM Financial assets at FVTOCI
PHNGEZEREE 21 74,736 77,838
REERR ZRE Investment in an associate 22 - -
EEBRBEE Deferred tax assets 33 - 1,289
371,775 1,197,644
1.1.202 1.12.201
REBEE Current assets 31.12.2020 020 / 3- 019
%f%i Inventories 23 o 97,318 187,068
B & 7 Bx 21 Trade receivables 24 T,ﬁs Gy ?
HeEkKEZE Rental and utility deposits él‘,’ 8 Invento ryg?xg 0
BNFKE -FTER Prepayments, deposits and
H il g U R 3K other receivables 25 14,105 14,103
JE Lz 8 Bt & ] 3RIA Amounts due from related companies 26 2,885 58
RITRRSEH Bank and cash balances 27 20,288 98,855
176,509 341,994
TEABELEZEE  Assets classified as held for sale 28 479,262 -
5
655,771 341,994



Ratio Analysis
- lllustration

ABM Limited
Consolidated Statement of Profit or Loss 45 & B 753

For the Year Ended December 31

2020 2019
Turnover ’=£%H S 450,000 S 300,000
Cost of goods sold §H &k A 380,000 250,000
Gross profit &%l 70,000 50,000
Distribution expenses 43585 7 7,000 6,000
Administrative expenses 1T %2 30,000 20,000
Other income and expenses =AU A K B <7 0 0
Income from operation 48 & ZFEUTA 33,000 24,000
Finance costs FI| E /Rl & B A 1,500 1,500
Profit before tax it fi 5+ 31,500 22,500
Income tax expense FifSfR 5 <7 5,000 3,000
Profit for the year £ FF71% 1 F] $ 26,500 $ 19,500
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ABM Limited
Consolidated Statement of Financial Position 47 & BA 5 IR L 22

Ra tIO December 31
" 2020 2019 2018
Analysis assETS
. NON-CURRENT ASSETS JE B & =
e Property, plant and equipment (net)
’llUStra tion B R R () $ 39,000 $ 28,500 $20,000
Total non-current assets 39,000 28,500 20,000
CURRENT ASSETS Ji B/ & i
e Inventory F & $ 50,000 $ 30,000 20,000
e Trade receivable (net) JEUZTEZR (j3HH) 100,000 85,000 81,000
e Cashii& 1,000 1,000 4,000
Total current assets 151,000 116,000 105,000
Total assets  $ 190,000 $ 144,500 $ 125,000

LIABILITIES AND EQUITY & & K i sifizs
NON-CURRENT LIABILITIES IR Eh & (&

e Interest-bearing bank borrowings

Ay $ 12,000 $ 18,000 $10,000
Total non-current liabilities 12,000 18,000 10,000
CURRENT LIANBILITIES i B/ (&

o Trade payable JE{fIE $80,000 $ 70,000 $ 60,000
e Income taxes payable FI|{55 (T 20H 30,000 15,000 12,000
Total current liabilities 110,000 85,000 72,000
Total liabilities ~ $ 122,000 $ 103,000 82,000

SHAREHOLDERS' EQUITY f& B fiE 25
o Share capital ¢4 (S2 par [HifH) $ 22,000 $22,000 20,000
* Reserves fi#ffi 46,000 19,500 23,000
Total shareholders' equity 68,000 41,500 43,000

Total liabilities and equity  $ 190,000 $ 144,500 $ 125,000




(For Level 2 participants)

Ratio Analysis

1. Profitability Ratios Z F|RE /3 m

(i) Gross profit margin E |3 Level 1
(ii) Net profit margin /& F| 3 Level 1

(iii) Return on average assets (ROA) 15 & & [n] i 2 ‘m

2> Vianagement Efficiency Ratios =22 50 HE m

(i) Average inventory turnover period ¥ F & [E 2[R w
(ii) Average trade payables repayment period =¥ i HA R w

(iii) Average Total assets turnover ¥ H8 & & J5 fH Vs. Level 1
EXTT T
(i) Current ratio B LEL 3 Level 1
(ii) Cash ratio I € LE 3= w
o sveney nois R Remre
(i) Gearing ratio H842 LL Level 1
(ii) Debt to equity ratio {E IR A EbL 3 w

. 5. Investment Appraisal Ratios % & 8E{d m
(i) Earning per Share (EPS) &% & F| Level 1



(Same as Level 1)

Profitability Ratios & #I| §& 1 kb 22

Gross Profit Margin EF| 3

Gross Profit EF|
Turnover & 3E%5

Net Profit Margin /& |2
Net Profit (Loss) Before Tax #5 Bl Y4 (E538)

Turnover 3 %8

2020 2019
$70,000/5450,000 $50,000/5300,000
15.56% 16.67%

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

2020 2019
$31,500/5450,000 $22,500/5300,000
7.00% 7.50%

A decrease of profit generated from turnover
revenue.




w (Level 2)

Profitability Ratios & #I| §& 1 kb 22

Return on Average Assets JE 1§ & & [A] 3R

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

Net profit (loss) after tax 218 %A (E518)

Formula: N
Average total assets SEIEE =
2020 2019

) $26,500 $19,500

Working: - —
% (5144,500 + $190,000) % (5125,000 + $144,500)
Results: 15.84% 14.47%
Comments:

in 2020 than 2019.

The company is earning mire profit with the existing assets
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Management Efficiency Ratios & I3

w (Level 2)
3y Ao £
55 e

Average Inventory Turnover Period 1975 E B EHHAE

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

selling it.
7 - 1=
Formula: Average Inventory :FEﬁE * 365 days
Cost of Goods Sold ﬁﬁﬁ E‘Z*
2020 2019
Working: 72 ($50,000 + $30,000) * 365 5 ($20,000 + $30,000) * 365
$380,000 $250,000
Results: 38.42 days 36.50 days
Comments:

The average selling time of 38.42 days in 2020 is longer than
that in 2019. i
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w (Level 2)
L L
55 e

Management Efficiency Ratios & I3

Average Trade Payables Repayment Period 334 BE# Hi R

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

purchases.
Average Trade Payables $i’>]J,T§H‘§$ *
365 days
Credit Purchase %E%
Formula:
Cost of Goods Sold+ Closing Inventory — Opening Inventory
BERE + HIXKEE - HYFEER
2020 2019
. %2 ($80,000 + $70,000 %2 ($60,000 + $70,000
Working: 2 (5 b ) . 2 (3 . ) *365
$380,00 + $50,000 — $30,000 $250,000 + $30,000 — $20,000
Results: 68.44 days 91.25 days

The average settlement time for credit purchase (HzH) is 68.44

el S days in 2020, being 22.81 days earlier than in 2019. ‘
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(Level 2 vs. Level 1)

Management Efficiency Ratios %"EE&*&‘H‘E'

Average Total Assets Turnover I8 & = 5 iH
* Measures how efficiently a company uses its assets to generate
turnover revenue.
Turnover &% %5
Formula: .
Average Total Assets £ #8& =
2020 2019
, S450,000 $300,000
Working:
% (5190,000 + $144,500) % ($144,500 + $125,000)
Results: 2.69 times 2.23 times
Comments: The company has efficiently used its assets, more ‘
" turnover sales are generated in 2020 than last year.
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Liquidity Ratios 33 5E /7 Lk ==

(Same as Level 1)

Current Ratio B LE 3

Current Assets R Bh & &=
Current Liabilities X B B&1&

2020 2019
$151,000 $116,000
$110,000 $85,000
1.37:1 136 : 1

The company does not have

short term debt-paying problem.

w (Level 2)
Cash Ratio I & LR

* for every dollar of current liabilities, the dollar
amount of CASH the company has.

e the most conservative of all the liquidity
measurement.

Cash and Cash Equivalents 33
Current Liabilities JRBI 88

Formula:

2020 2019
1,000 1,000
Working: >1,000 »1,000
$110,000 $85,000
Results: 0.01:1 0.01 : 1
There is insufficient cash on hand to pay
Comments: off short-term debt in both 2019 and

2020.
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(Same as Level 1)

Solvency Ratios {E{&58E 1 tE 2

Gearing Ratio {818 L&

 Measures the capital structure.

Non-current Liabilities JEF B B &

Formula:
Non-current Liabilities JER By & 6] + Share Capital i 2 + Reserves {F{i
2020 2019
. 12,000 $18,000
Working: <17 000 + $22,000 + $46,000  $18,000 + $22,000 + $19,500
Results: 15.00% 30.25%
Decline in Gearing ratio indicates the company is less debt-
financing.

el The company has less difficulties in repaying long-term
borrowings from its equity funds.
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w (Level 2)

Solvency Ratios {E1&8E 1 tE

Debt to Equity Ratio {EFSIRANLL

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

 Debt to equity ratio ({E X% A L Z8) of 100% would mean that investors
and creditors have an equal stake in the business assets.

Total Liabilities f2 €61 {8
Formula: ]
Total Equity f2 iR RIELE

2020 2019
. $122,000 $103,000
Working:
$68,000 $41,500
Results: 179.41% 248.19%

Comments: the company is less debt-financing in 2020. ‘
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(Same as Level 1)

Investment Appraisal E’ﬁﬁ-iﬂﬁl

Earnings Per Share (EPS) &% & F|

 Measures the net income earned on each share of ordinary share, if all
profits were distributed at the end of the year.

Profit (Loss) Attributable to Owners of the Company
Formula: NEHER AE(L R (F518)
Weighted-average No. of Ordinary Shares & 38 % iN#E = 15 8

2020 2019
$26,500 $19,500
11,000 shares 11,000 shares
$2.41 /share S1.77 /share

Much more net income is generated from each issued
ordinary share in 2020 than 2019.

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

17



Part 2:

Marketing Budget =8 TEH




Budget Preparation

A budget is a detailed quantitative plan for acquiring and using

financial and other resources over a specified forthcoming time

period.

BUDGET
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Marketing Categories

Marketing Budget I;‘" i sty [

Major Categories
Social media  F g &*

Print advertising

Online advertising [3g]

\r

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

Event marketing @

T/Radio CJ 2



Sample Marketing Expenses Budget

o4

S TE S Z1 1)

2022 2023
QI Q2 Q3 Q41 QI Q2 Q3 Q4| Total
Media #ﬁ $ '000]$ '000[$ '000[$ '000|$ '000|$ '000($ '000($ '000| $ '000
Television & £R (2 channels) 3,500
Newspapers AR (1 /4 page per issue) 1,100
Direct mail 2B & 88 (10,000 copies by post) 1,200
5,800
Production S fE
Television EE R (10*2730” advertisements) 1,000
Newspapers #{# (type and photos) 180
Direct mail ERIRE &7 (type and printing) 1,000
2,180
Merchandising EFRE
5% oft Coupon EHEH% 1,200
Internet media #§_E 15X £ 50
Store signage BRhE (20 signs per sales area) 250
1,500
Selling costs 5958 H
Sales incentive programme SHEER A E5tE 200
200
Research Expenses B 70 5%
Market research T35 50 320
320
Total marketing estimate BEMAEE 10,000







