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Introduction 
 

 

1- Legal status and operations 

 

We have included the information of a Saudi joint stock company with a commercial registry 

inside the worksheet. The company was founded in compliance with Saudi Arabian rules. 

The company's primary activities include the creation and management of restaurants, the 

provision of prepared meals to organizations, individuals, and others, and the manufacturing 

and retailing of pastries and baked goods. In order to fulfill its objectives for building and 

construction operations, this corporation also engages in the acquisition and selling of land. 

As of December 2020, it also rents and uses refrigerators and warehouses to store food. 40 

restaurants are currently held by the firm, and there are furthermore340 eateries that it has 

leased and that run under its own name inside the Kingdom of Saudi Arabia. Not to mention 

that the business also runs its own bakeries. 
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.Financial analysis: Next, we'll examine the rate of sales turnover 
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:)Sales Turnover (Analysis of Sales Value versus Volume 

 

The expansion and growth of sales is the primary factor in any business's success, however in 

this 

:case, we must differentiate between two types of 

growth Nominal value analysis • 

Real Volume Analysis • 

 

:Nominal value analysis 

 

It uses the value shown in the income statement to determine changes in sales; however, we 

discover that this does not reveal the percentage changes in the company's market share, also 

.known as real growth 

 

:Real-world volume analysis 

 

With it, the process of monitoring variations in the actual volume sold, whether from a 

rise or decrease, in order to accomplish 

 

.the speed at which the brand's products are becoming available on the market 

 

When evaluating a sales company's success from 2017 to 2019. The following agreement was 

:reached 

 

When comparing the rise in sales throughout the given time frame, we see that 2018 had an • 

.increase in sales of 6% over 2017, and 2019 saw an increase in sales of 5% over 2018 
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In the wake of the COVID-19 outbreak, which the World Health Organization deemed an 

epidemic • 

due to its quick international spread. We discover that, in contrast to 2019, the company had a 

notable 17% drop in sales volume in 2020. The Gulf Cooperation region, in addition to the 

firm, was 

.also impacted by this outbreak 

 

which includes the Kingdom of Saudi Arabia within it, has implemented all feasible 

measures to try and stop the virus. We discover that the Kingdom of Saudi Arabia has 

implemented curfews and closures across the nation, closed its borders, and approved social 

distancing guidelines and 

.principles 



1-Profitability Analysis 
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The aforementioned ratios, when viewed in this light, demonstrate the extent of the 

company's profitability, as evidenced by the positive and reasonable ratios pertaining to 

cash flows, revenues, and profitability. However, in 2020, the company's obligations 

resulting from its financing lease 

.operations caused a significant decline in the numbers 

 

Total earnings: The business saw an increase in total profits from 2017 to 2019. Based on the 

fact that it achieved about 392 million Saudi riyals in 2019 as opposed to 345 million in 

2018, we can observe that the company's profits increased by 14% from 2018 to 2019. This 

was made possible by 

.a rise in sales 

 

in 2019 of 5% in comparison with 2018. Moreover, as a result of the drop in the cost of goods 

sold 

.(GOGS), which in 2018 accounted for 71% of sales but only 69% of sales in 2019 

 

gross profit margin: From 2017 to 2019, we observe that the company's gross profit margin 

varies by roughly the same percentages. According to the percentages, we can conclude that 

the company is profitable enough and that the executive teams are excellent at managing the 



1-Profitability Analysis 
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company's assets and generating revenues in a way that gives shareholders confidence and 

satisfaction knowing that their 

.money is being invested wisely 

 

Operating profit: The business saw a noticeable rise in operating profits, totaling 238 

 

saw a total of 220 million Saudi riyals, as opposed to 220 million in 2018. There was a 25% 

2019 

increase in 2019 compared to 136 million Saudi riyals in 2018. Senior management 

representatives need to look into this issue immediately. It should be emphasized that the 

significant increase in this percentage had no effect on sales records, which showed a 5% gain 

and continued to rise until 2020, 

.when sales fell by 17% from 2019 to 2020 

 

Suggestions: • Reworking the price policy • Concentrating on growing sales • Being mindful of 

the 

cost review procedure SG&A 
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.business's fixed assets will be evaluated 

 

 

Because of the significant growth in fixed assets in 2019 and 2020, we observe that the overall 

• 

asset turnover has decreased from 2017 to 2020. This number definitely does not indicate 

disease. Regardless, sometime in 2020. This is because the company's weight of current 

liabilities from the 

.financing leasing investment has resulted in a drop in net income 

 

Between 2017 and 2019, we observe that the rate of stock turnover has been declining in a • 

systematic manner. which, on average, looks to be roughly 21% throughout the course of the 

three years; nevertheless, we discover that this value appeared in 2020 at a completely 

inadequate rate, 

.leading us to conclude that t dropped to 5% as a result of the decline in net income 

 

3-Short-term solvency analysis: At this stage, we'll examine the company's financial status and 

its 

:capacity to handle the receivables associated with day-to-day operations. We'll accomplish 

this by 

 

• Ratios of Liquidity 

 

• Ratios of Conversion Cash Cycle Liquidity 
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The table leads us to the conclusion that the corporation is having liquidity issues. It is 

apparent that the ratios—whether current or fast—decline annually, but not within the bounds 

of the standard 

.ratios. Working capital was directly impacted, both negatively and adversely 

 

Even in 2019 and 2020, the working capital was negative. This can occur when the 

company's current assets significantly decline due to large one-time cash payments or 

when its current liabilities rise as a result of a large credit extension that ultimately triggers 

a strike. This is what we discover in accounts payable as the business takes on more 

commitments because 

 

to the financial leasing investment. Working capital serves to indicate what the company 

must finance from the immediate operational needs, so its presence may be insufficient to 

affect the 



effectiveness of long-term investments within the company and also affect the company's financial 
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.stability when working to cover short-term obligations 

 

Cash Cycle for Conversion 

 

When compared to the market standard, the company's cash transfer cycle is reasonable, as can 

be 

:seen by looking at the preceding table 

 

• Almost seven inventory turnovers are documented annually. 

 

• Compared to typical sales days due, which are 50 days, average payment days are 60 days. 

 

However, in order to address these, the business should concentrate on the following: CCC 

Or, cut it down as much as possible: 

Enhance the production process to decrease the number of days inventory is outstanding. 

Increase the number of days payable by negotiating extended credit agreements with 

suppliers. 

• Monitoring overdue receivables on fixed furniture and establishing credit limitations that 

expedite the collection of receivables. 

Undoubtedly, the company's inadequate liquidity ratio resulted from the higher load on 

current liabilities, however when we look 

 

We can see the following on the cash flow statement: 
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Funds Flow 2020 2019 2018 2017 

 

 

 

 

 

The cash generated from all of the company's core business (operating activities) is found 

to be recorded with positive and increasing values on an annual basis for the years starting 

in 2017 and 2020. This indicates that these core businesses offer the ability to finance 

themselves, but also 



represent the process of utilizing credit facilities. The main source of funding is available from 
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.banks 

 

The positive numbers that were examined lead us to conclude that there are reliable markers 

for: 

 

• New investors: as a result of raising the company's worth, this in turn attracts more new 

investors 

 

• Creditors of the company: For instance, if the business decided to carry out its expansion 

plans and required long-term funding from the 

 

banks, after which it might acquire resources to raise working capital. 

 

The following are the recommendations: • Reevaluate the benefits of the financial 

leasing investment; • Put more effort into reducing existing liabilities. 

4-Analysis of long-term solvency 

 

At this juncture, we will talk about how to evaluate the effectiveness of financing strategies in 

 

meeting monetary commitments. Even though the fundamental elements we'll examine are 

assets and equity 

 

Regarding debt, there are numerous variations in ratios 

 

 

:We are able to make the following clear with this table 

 

• When the company began investing in the finance lease and, in return, significantly reduced 
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the number of borrowings from banks, it achieved a decrease in both total debt and equity 

over the period. • The company's capital structure is improving during the period starting 

from 2017 to 2020, due to the capital structure's reliance on loans obtained from banks to 

finance the company's operations as well as the return on investment in leasing investment. 

This accomplished the dual goals of lowering the company's credit risk and fostering trust in 

the shareholders' strong commitment to conducting business with the creditors. 

• The time benefits are satisfactorily covered over the course of the study duration (years.) 

 

• that the profits were earned for 

 

business (profits before taxes and interest) Show up in nice condition. I have the company's 

financial creditors, such as banks, and that's when you perform an operation settlement to 

settle the charges for operations finance. Who would that be? 

Suggestions: 



11
2 

 

 

We stress again that the firm needs to strive to either reassess the finance lease contract's 

investment or work to alter it in a way that lessens the burden the company bears in relation 

to its present responsibilities. Additionally, the business raised its net margin to the 

benchmark 

 

Given that this investment will undoubtedly have a detrimental effect on net income in 2020 

 

 

 

5- Ratio analysis based on the market . 

 

The market capitalization ratios that were employed to assess the current share price will be 

.examined 

 

 

 

Based on the above-mentioned data, the corporation retains the remaining net income after 

paying dividends on an annual basis. Investors value dividends from shares because they 

provide assurance about the company's financial stability. Since any business that wants to 

encourage investors to buy its shares must take care of settling its earnings, we typically 

discover that during the previous few 

.decades, trustworthy corporations are the ones with consistent paid profits 
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Suggestions to enhance the commercial operations of the company 

 

Upon examining the company's financial data from 2017 to 2020, we discover that every 

single one of them manifests as a disease. We discover that over time, the corporation has 

maintained the same percentages and rates of advancement. It appears that the company is 

adhering to a policy meant to sustain the capital base in an efficient manner, enabling it to 

secure investor preservation and win over the market and creditors in an endeavor to sustain 

the growth of its entire operation in the future. As a result, the business can keep giving its 

investors respectable returns. We can plainly 

.see that, starting in 2017, GoGSIt accounts for almost 70% of overall revenue 

 

up until 2019. We may also observe the net margin at this moment, which is roughly 16% 

of the entire revenue. Additionally, during that time, the operational profit was consistently 

positive, demonstrating the company's ability to pay its expenses. But in spite of this, the 

business took on more liabilities and responsibilities as a result of its financing leasing 

investment. These costs had a negative impact on net profit and operating profit, which in 

turn had an impact on the share's profitability. At the same time, the business was taking 

steps to become less dependent on bank 

.loans, but financing costs were still striking a maximum value 

 

Given that the value nearly doubled in 2017 and 2018, my recommendations are as follows: 
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• The business should look for new investments. 

 

• The company has to examine each of its S&A expenses since they have climbed over the 

last two years without showing a positive return on revenues in order to boost its net 

income. 

• The emergence of a negative indicator through the working capital during 2019 and 2020, 

which indicates that the company does not have sufficient funding to cover its needs; this 

calls for a review of the pricing policy because, starting in 2020, the cost of goods sold has 

increased without a positive return on sales.immediate operating needs, hence working cash 

management is crucial for the business . 

The significance of this is demonstrated by how it will affect the company's core operations 

overall, particularly over the long term 

 

as well as the business's capacity to fulfill its immediate responsibilities. In addition, the 

business must quickly assess the effects of its financial leasing investment and the ensuing 

negative values. It also determines potential avenues for recovery of this loss 
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Project testator for investments to the company 

 

• Overview of the Project 

 

The company's goal should be to lower the cost of the goods it sells to its primary business in 

order to increase net income. It should also endeavor to lessen the burden of additional 

obligations the company bears as a result of its investment in the financial lease contract. Our 

recommendation is for the company to start a poultry and livestock production project. This 

will help the company meet its needs for meat and poultry products in the current branches. It 

will also help the company supply 

.cooked meals to different organizations and businesses 

 

• The instruments utilized for investing 

 Both are going to be utilized. NPV 

 &WACC It is frequently utilized since there is a relationship between them 

WACC as a discount factor in the NPV computation. NPV stands for net present value.It is 

the currently discounted value of the project's net cash flows, from which the project's 

original cash flow is deducted, for any investment project. The corporation uses the weighted 

average cost of capital (WACC) to reduce cash flow in calculations of net present value 

(NPV) for the entire company. 

.WACC and NPV are connected The minimal NPV is equal to the maximum WACC, and vice 

versa 
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• Project specifics 

 

Along with 40 million Saudi riyals for operating capital, the project will initially cost 150 

million Saudi riyals to implement. will be taken into account When using streamlined 

straight-line depreciation 

 

For a period of six years, with an expected average salvage value of 70 million SR in year six 

based on market and equipment conditions. When considering that the marginal tax rate in 

Saudi Arabia is 20%, the country's risk-free rate is 7%, and the bonus for bond risk is 6% 

 

so be it The initiative is expected to generate 80 million SAR in revenue yearly. Revenue costs 

are anticipated to be more than 41 million SR 

 

capital arrangement 

 

We can see from the company's own data that they consistently maintain earnings to a 

specific level, similar to the account.Profit margin. They distribute it to stockholders as 

dividends each year since 190 million SR is the necessary capital. It will be uploaded in the 

following shape: 
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Saudi riyals million similar to a bank loan 

 

• Retained earnings of fifty million Saudi 

riyals Worksheets 

• 25million SR is the annual average depreciation. 

 

• At year six, the average salvage value was 70 million SR. 

 

• Tax on gain= 70,000,000 * 20% = 14 million SR 

 

• Net Salvage Value= 56 

million SR WACC Calculations 

O/E “Retained Earnings” = 50 million SR 

RRR=Rf + Bond Risk Premium = 7% + 

6% = 13% Debt= 140 million SR 

Debt rate “Rd” = 7% 

 

Rd after tax= 7% * (1-20%) = 5.6% 

 

WACC= (50,000,000 x 13%) + (140,000,000 x 5.6%) = 14,340,000 

 

WACC = (14,340,000 / 190,000,000) = 7.55% 
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This project will be profitable and appealing based on the net present value calculations and 

the 

.demonstrated positive results 

 

The rationale behind using retained earnings rather than company funds 

 

Retained earnings are a portion of overall profits that are set aside for internal company 

.reinvestment; the remaining portion of profits is not given to shareholders 

 

It is discovered that this corporation has a hybrid policy for profit distribution, which 
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combines the process of sharing the remaining and stable profits, thereby giving the 

company a certain level of financial confidence. It's true that retained earnings are a less 

expensive source of funding than loans. No one 

 

The ability to employ retained earnings quickly and with flexibility may be denied if compared 

the 

.procedure for obtaining credit from lenders 

 

Retaining profits has the potential to boost earnings in the future. Unlike when you borrow 

money, where expenditure is done to increase profit, interest payments do not lower future 

profits 
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andConversely, if it has been issued More shares to generate revenue Consequently, the 

present 

.owners' equity is doubled 

 

 

 

Earnings Return for the Company 

 

Any corporation that has appropriately retained earnings will undoubtedly be well-positioned 

to expand, buy new assets, pay out larger dividends to shareholders, introduce new products, or 

use 

.the money to settle any outstanding debts 

 

It is an undeniable fact that a company's worth will ultimately rise if it chooses to reinvest its 

profits rather than distribute them to shareholders. Therefore, the following are other ways to 

prevent 

:having to pay extra in dividends 

 

• The propensity to take on additional initiatives 

 

• The trend toward owning both new businesses and lucrative assets; the repurchase 

of the company's shares 

 

• The propensity to put money into a collection of prosperous and 

diverse Resources 

It is undeniable, however, that investors are drawn to acceptable profit distributions since 

they can profit from their investments in the short term and in the long run, from the retained 

earnings that 

.have been reinvested in the expanding company 

 

In summary 

 

.In conclusion, we arrive at the company's financial standing from 2017 to 2020 
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satisfactory because net profit, operational profit, and gross profit are all positive. The 

company has kept earnings that amount to a respectable sum, and it is eager to pay dividends 

to shareholders each year, which attracts investors. It is imperative that the business evaluates 

each new investment it makes because 

 

It adds to their existing responsibilities, creates a significant strain, and will have a negative 

impact on their net income in 2020.leads to a decrease in working capital in 2020 and 2019. 

These hazards need to be addressed seriously, and there need to be access to workable, viable 

solutions that help 

.to reduce the risks 
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