STRATEGIC REVIEW

Sufficient equity to pay

liabilities?

FUNDAMENTAL AREAS TD LODK AT
ISSUES RELATING TD BUSINESS PERFDRMANCE

Cogls have ababed and under conbrol during the perod.

The firn expersenced very shght momase in prafit mangine over the
pericd - prafit perfommance appears muled but an @ generally upwand
rend.

Sales for the firm had been wery neutral and reflected a muted
performance. Demand far its goods and services were nof sppanent.

RISK AREAS TD WATCH FOR

There is unliely to be &y movement in the direction of sales for the
firm amd indicated an indfferent growth peslion LEte evidence of
any demand changes for ils goods and senvioes

The fimm registered s fasier ssbes growth tham fe lability growih
during the period. The dive Tor expansion appeaned 1o be driven by
marging and pricing management, rather than sggressive gearing
process.

Weak balance shesl potlion with high sk exposure ta kebilities
relathne 1o equity. Shaehokler funds were nof adeguate fo oover all of
the fimm's abligations.
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IMPACT DF STRATEGIES ON SHAREHOLDER WALUE

High rigk expesure to liabilities relative 10 equity, contributed to & weak
balance sheel pasition. The fim's valustion is very lkely 1o be sdvemely
affected & a resull.

There was & nolable decling in the firm's everall profitability compared 1o
the previcus pericd.

The sharehalders expeienced magor consirainls to their investments
during the period. The valustion of the firm could be ecded significandly
becsuse af the decling in R0E.

EFFECTIVENESS DF RESOURCES

In compariban aver the two mest recent years, the profitability of the firm
experienced a notable decling.

The grawth of the fims's tolal assets was fairly benign during the perad.
The fimm's expansion plans da nol sppear to be aggresshe (rom ascel-
based expansian.

The firm's profitability experfenced an almost neutral performance
oampared ta previous period when compared against s assel bage.
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FINANCIAL PROGNOSIS

High Financial Strength Abowe Average Financial Strength

#orernge Financial Strength Low Financial Strength
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Sales for the firm had been very neutral and reflected a muted
performance. Demand for its goods and services were not
apparent. Costs have abated and under control during the
pericd. The cost of generating additional revenue was slightly
higher compared to the previous year. Highly limited profit
margins were recorded by the firm during the pericd. The firm
experienced very slight increase in profit margins over the
pericd - profit performance appears muted but on & generally
upward trend.

Risk and Liabilities Rating (RLR) 4.0

Fairly low exposure to short-term creditors/financing relative
to asset base - appears to have low dependency on short-
term facilities to support working capital needs. Weak balance
sheet position with high risk exposure 1o lishilities relative to
equity. Shareholder funds were not adeguate to cover all of
the firm's obligetions. The firm registered a faster sales
growth than its liability growth during the pericd. The drive for
expansion sppeared to be driven by mergins and pricing
management; rather than aggressive gearing process. There
iz unlikely to be any movement in the direction of sales for the
firm and indicated an indifferent growth position. Little
evidence of any demand changes for its goods and services.
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The shareholders experienced major constraints to their
investments during the period. The velustion of the firm
could be eroded significantly because of the decline in ROE
High risk exposure to liabilities relative to equity, contributed
o & weak balance sheet position. The firm's valustion is very
likely to be adversely affected as & result. There was a
notable decline in the firm's overall profitability compared to
the previous pericd. Profit levels remained modest relstive
to sales. May not be adequately attractive for sharsholders
whio may demand for higher margins.

Crsceernamrm

The firm's profitability exzperienced an almost newtral
performance compared to previcus period when compared
against its asset base. The use of the firm's assets had
generated limitad level of profitability for the business. In
comparison over the two most recent years, the profitability
of the firm experienced & notable decline. The growth of the
firm's total assets was fairly benign during the period. The
firm's expansion plans do not appear to be sggressive from
asset-based expansion.
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FINANCIAL STEWARDSHIP

Was the company able to generate
higher sales?

Sales Growth -1.3%

This indicates where the firm's
topline is growing or not and to
find out if there are any
structural or cyclical factors
affecting it

Based on Financial Year 2019

Did sales move faster than cost growth?

Growth Cost/Sales .
This gives a broad picture if the
costs are growing in line with the
prowth in sales or i the firm is
exposed o higher cost structure
even if the sales is growing.

Was the exposure to liabilities
manageable?

Was the company financially strong
generally?

Credit Score  40.1%

The credit score takes into
sccount balance sheet and PEL
of the company. A higher score
indicates 2 stronger credit
peosition.

Liabilities to
. 365.4%
Equity
This reflects the extent the firm is
exposed o fined obligations wersus
the capital it has built over the
years and whether it has sdequate
buffer.

Were the shareholders well rewarded by
the firm's performance?

Was the company relying heavily on
short-term obligations?

Current Liability
Ratio

Azseszes the proportion of

total liabilities that sre due in the
mear term. & secondary measure

of liquidity as it does not measune
the firm's ability to pay for

the lizhilities.

Were the profit levels growing?

Pre-Tax Profit  -52.2%

& company that is showing
consistent eamings growth
indicates 3 positive outlook. A
company that shows negEtive
erowth may indicate tougher
times ahezd.
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This measure relates to how much
profits the firm is generating for
the company's shareholders; a
higher ROE needs to be measured
against the risks it is taking.

Were the assets generating profits?

Return on Equity 6.46%

Returm on Asset 1.3%

This is a measure of how well the
firm is utilising its assets to
generate profits for the firm. &
productive asset backed by = cost-
efficient operation is a pood
indicator of 3 well-run finm.
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CFO ACTION PLANS (I)

ROADMAP STATEMENT

TARGET

CHECK LEET BATE

BUSINESS PERFORMANCE  Coosts Bave ababed and

REPORT
[EP%)

undier contral during the
periad,

* Compare the cost behaviour against sales and profitabil ity performance.

* Clartty how sestainable the cost contalnment will be.

* |dentify trends snd drivers in the isdustry that may sffect expandire
levels in the fisture.

High risk exposure to
liabiities relative to
equity, contribeted to a
week balance sheat
positon. The firm's
valuation s very [kefy to
be adversaly affected as
a resuit.

* Determine whether the labilty in the firm |5 short-term or loag-teem and
what [t s the cost tn the firm, to maintain this level of dabt in the
business.

* Perfiorm an smalysis to debtermine whather the existiag level of debt, =
threatening the on-going nature of the firm and assess to what et s
asset-liabilty managemest can be improved.

* [iscuss with management on the pobential for keveraged recapitalisation
or debt restructuring in the busiess.

* Parficrm an analysis to determire whather the existisg lavel of debt s
threatening the orrgoing nature of the firm and assess to what erteat fts
asset-iabilty management can be improved.

* Perficrm an smalysis on the long-term debt in the bisisess in terms of
purpose, nature and financing costs.

These i unlkefy to be any
maowverent in the
direction of sales for the
fimm and indicated an
incifferent growth
position. LEtle evidence
of any demand changes.
fior its goods and
services.

* Assess the market place fior products and services which may be used
as & replacement or sshstibebe for the fnm's eisting prodects and
servioes.

* Parfiorm an assessment of the changes in demand for the goods and
services, at diferent varying prices.

# Identify the indsidual products which contribube least to the topline and
ponsider remowing them from the prodect range.

* Perfiorm a price smalysis to debermine whether there had been any price
adjustmants which resubed In higher volumas but lower prices.

* [welop ond review 2 cestomerndient database and individealy essess.
mach cestomerdient fior their potential to the: fim.

* Parficem an analysis of the costs in the besiness ower the two mast
recert financial years.

* Perfiorm an asses sment of diests contribetion to revenees and
determine whether any single or signficent cliests have materally
affiected the reducsd bevel of sales.

* Inspect in detail the main and supporting costributors to profits of the
frm

# Evaluate the profit marging by prices of the varces products andfor
servioes over e o most recent financial years.

# [itermine whether the severe decline b profitabil ity wes as a resuft of
ower reflance on a single oliet
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CFO ACTION PLANS (lI)

* Spek inputs f Monagement has formelated & business strabeqgy to
improve margins for subseqeent pears.

* Aspertain if there are golng t0 be any improvements to be made on e
business modd of the fim.

® Check if there ame concentration of customer base within s reverse
mix.

# Check if there are limited product service lines that may be less relevant
fior the changing demographics or settings.

* Aszess the most sbructune between e teo perods.

* Evaluate major sources of revenue snd detect fior amy skgnificant
withdrawal of major cliests during the peried.
There was a notable "

decling in e fim's # Examine the primary and secoadary inpets etiised to genesate profits
ovenall profitability fior the firms.

compared o the previces
pamriced. # Condeot price margin analysis between the bwo periods.
# [ietect for any concentration risk of dients that reselted in decline in
profitability rate.

* Evalusie liabiity trends in past years and compare sgainst revesue.

* Aszess creditor payment polices end drawdown faciities to here better
understanding kow the firm manages its Habilities.

* Examine the frm's sooess to trade finance and losg-term fimancing
facifies.

# (ibtain insights om the firm's expansica plans and fnancing strabegies.

# &spertain the extent the firm refies on imtemal fnascing to expand or
mangzge s morking capital nesds.

* Establish management antecedents of the firm's expansion plans if any.

* Examine the frm's cument level of rescerces in terms of s cumem
The growth of the firm's assets nd how thess s being deployed,
total assats was fairty
besiga during the period. # Evaluste historical trends of asset levels - both for fieed snd curment
The firm's expansion levels.
plans do not sppear bo be
aggmessive from asset- * Aspertain the wse and functions of the asset types that were aoquined.

based expansion.
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KEY FINANCIAL RATIOS - SUMMARY

43244 554,00

43,821,654.00

Profit Before Tax

739,246.00

1,637 405.00

Profit After Tax

730,048.00

1.490418.00

Total Asset

34,734,517 .00

42,707 262.00

Total Liabilities

42.9732,633.00

41,821,842.00

Current Liabilitias

12,726,667 .00

12.439,762.00

Sharehalder Fund

11,760,862.00

10,883420.00

Company
Percentage

Rate of Sales Growth -1.3%

Business Potential Ratios Risk & Valuation Ratios

Return on Equity (pre tax)

Rate of Cost Growth 0.B% Total Liabilities-to-Equity Ratio

Cost/Sales Growth 20% Profit Before Tax Growth

Profit Margin (after tax) 1.7% Profit Margin (after tax)

Profit Margin Growth A1.7% Current Liakility Ratio

Return On Assets Growth -1.5% Total Liabilities-to-Equity Ratio

Return on Assets [after tax) 1.3% Total Liab. Growth vs Sales Growth

Profit Before Tax Growth -5 7%

Asset Crowth 38%
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FINANCIAL RATIO EXPLANATION

EECCTE er [ wer LU

I-Ighh'miutlul'lhl Aboee Average Intrinskc Valkee Sverage Intrinsic Value Low Intrinskc Value
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DESCRIPTION METHODOLDGY

The Financial Scotes are the resul of conducting the regression analysis of mare than 100,000 companies since 1932 and have besn validated back
testied againgt credit downgrades, defaulls, corporsie actions snd significants shifts in the economic cycles: by countries and indusiry groups.

Oresanar San of BQual 10 7, less Than 10 Creater than of squal 52 4, lesa than 7 Less than 4, gueater han o equal 2 1

® Megtures sales, expenses and profitabiliy * Rate of Sales Growth: (Sales (Curment year) - Sales (previous year)) / Sakes (previous
of the business year)

» Asgess sullability for invesiment purposes ¥ Rate off Cost Growth: (Cost (Cument year) - Cost (previous year)) / Cost (previous

Evwaluates sustainability for generation of year)

w fubure inflows ¥ CostrSales Growth: Cost ) Sales (Current yead) - Cost / Sales (Previous year)

Identification of ways to Improve cumen .
* perfomance . Profit Margin {After Tax): Profit after Tax / Sales
. Prafit Margin Growth: (Profit after tax / sales (Cument year)) - (Proft after Tax / Sales

(previaus year])

# Megtunes Refurn on Equity, Debl-1o-Equity,
Prafit befane Tax Growth, Profit Mangin for

labest year

® Retum on Eguily (Pre-tax): Profi before Tax 7 Shareholders fung

¥ Talsl Lisbilities-fo-Equity Rati: Total Liabilities ¢ Sharsholder Fund

# Understand the efficiency and effectiveness

of Invesiment 'nmummmmunmrnmjuj-mmm;mn

helfore Tax [previous pesr)

Profit Margin {After Tax): Profit after Tax / Sales

# Inclicates how much funds ane used for
expansion) secure niw makets

» Meszures curnent Eability, liability-to-equity,
tootsl Babilitles growth snd rate of ssles
growih of the business

® Current Liabilibies Rabin: Current Lisbilites § Total Assels

® Tofal Liabdites-to-Equity Rate: Tatal Liabdities / Sharehalder Funds

# Debemines the direction in which the

L ] o .
i Total Liabilities Growth vs Safes Growth: [Liabilithes (Current year) - Lisbilites

{Previous pear)) / Linbilities (Previous pear)] - (['Sales (Curranf pear) - Sales (Previcos

* Identify types of financing plans of the year) ¢ Safes (Previous Year])

basgings s Indicates the level of risk expasune
and beversge faced by the business

" fiate of Ssles Growth: (Sales (Cument year) - Sales (previous yer)) / Ssles (previous
year)

» Indicales the performance of stsels ® Refum o Assets Growthe [Profit after tax / Tatal Assets (curent year)) - [Prafin afer
fa / Total Assets (previous year))

® Prowides an overdew an how the assete are
beeing ulilized and liabilities are managed * Refum an Assetz Prof after tax / Total assel
Porirays the inlemelation befween assets

» efficiency snd the prafitabiliy af the
business

* Prafit Bufore Tax Growth: (Profit before tax (eurrent pesr) - Profit before tax (previous
year)) / Profit before fax {previous pear)

* Asset Growth: (Totad Assets (Current yesr) - Total Assets (previous year)) / Total

Aannin fnescdasis warl

T T T
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HOW TO USE THE REPORTS (lllustration)

If you are an investor or thinking of parinering with this company, the factors listed here could assist you in
the decision whether to invest in & company or consider partnering with them via joint ventures.

For creditors and debt financiers, you would want to have a good understanding of whether this company's
business performance is sustainable to generate future inflows to pay existing and/for future obligations.

Existing and even potential new sharsholders should use this report to find out how much the profits are
being generated and how these are being achieved.

It is also to gauge the adequacy of returns to shareholders who may come into the firm at different pericd of
timie.

Users could have a closer look at how internal reserves are used for expansion, new funds being raised to
secwre new markets/clients and how much dividends could be paid out to manage its ROE levels.

Financiers such as bank and private lenders should use this report under two circumstances:

1. At the point of lending

Z. Upon lending, they can get a sense of how the balance sheet risks may evolve based on ascertaining their
risk appetite at the onset.

The effects of ascertaining risk appetite usually come at a later stage; and it is a powerful indicator 1o
determine where the firm is heading and how it is going to finance its plans

Financiers with vested interests in the firm are required 1o know the performance of assets that hawe been
invested by the firm.

The asset structure of the firm is & good indicator of how resourceful or efficient management has been in
order 1o generate profits for the period; and to what extent this has bean achieved.
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