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Executive Summary

This report analyzes the financial health of Med-I-Mark Tech Ltd., highlighting key areas such as
liquidity, profitability, leverage, and operational efficiency. The company’s liquidity is strong, but
concerns arise from declining sales, rising operational costs, and a heavy reliance on debt.

Key Highlights:

e Liquidity: Med-I-Mark Tech maintains solid liquidity, with a working capital ratio of 3.34 and
a quick ratio of 2.49, significantly exceeding industry averages.

e Profitability: Although gross margins are healthy at 55.67%, profitability is declining. The
net profit margin has dropped from 14.08% to 9.23% due to falling sales and increasing
expenses.

e Leverage: The company’s debt-to-equity ratio of 0.73 is substantially higher than the
industry average of 0.06, heightening financial risk.

e Operational Efficiency: The Days Sales Outstanding (DSO) of 85 days and Inventory
turnover of 2.42 suggest inefficiencies in cash flow management and inventory control,
putting additional strain on working capital.

Project Proposal

Med-I-Mark Tech has developed a proposal to boost net sales by 12% through product
enhancements and R&D investments. The proposal aims to improve gross margins to 58.04% and
operating margins to 17.70%. While the project introduces debt-financing risks, its short payback
period and positive NPV across all scenarios present a significant growth opportunity.

Outlook
The outlook for Med-I-Mark Tech hinges on its ability to address operational inefficiencies and
execute its proposed project. Two possible scenarios are considered:
1. Continued Decline: If sales continue to decline by 10% annually, Med-I-Mark Tech could
face negative operating income within two years.
2. Recovery via Proposal: If the project is successful, with a 12% increase in sales,
profitability is expected to improve significantly, and the company could stabilize and return
to growth.



Introduction

The purpose of this report is to evaluate the financial health and performance of Med-I-Mark Tech
Ltd. through a comprehensive analysis of its financial ratios, profitability, operational efficiency, and
leverage. By comparing the company’s metrics against industry standards, this report aims to
identify key strengths and areas of concern. Furthermore, future projections and risk assessments
are provided to offer actionable insights into the company’s ability to sustain its growth and manage
financial risks.

The following analysis is divided into sections that examine liquidity, activity, leverage, profitability
and potential future trends. Each section provides a detailed comparison of current financial
metrics with historical data and industry benchmarks, offering a well-rounded perspective on Med-
I-Mark Tech’s overall financial health.

Overall Financial Health

Med-I-Mark Tech Ltd. presents a mixed financial picture when compared to industry benchmarks.
While the company maintains high liquidity, reflected in its current working capital ratio of 3.34 and
quick ratio of 2.49-well above industry averages of 1.93 and 0.54 respectively-there are several red
flags. Debt levels are substantially higher than industry standards, with a Debt-to-Equity (D/E) ratio
of 0.73, compared to just 0.06 in the industry. This heavy reliance on debt financing increases
financial risk, especially as profitability metrics decline.

Gross margins remain strong at 55.67%, outperforming the industry average of 49.34%,
demonstrating effective cost management. However, sales have declined by 10% in the current
year, which has severely impacted both operating income and netincome. The company’s net profit
margin fell from 14.08% to 9.23% which is a concerning trend. Moreover, rising marketing expenses
(up to 20.8% of the previous year) have further pressured the bottom line.

Inventory levels have risen, which could suggest inefficiencies in converting inventory into sales,
and this may pose a risk of tying up working capital. Meanwhile, the company’s Return on Invested
Capital (ROIC) has fallen sharply to 3.53%, well below the previous year’s 6.24%, highlighting
challenges in generating returns from investments.

Overall, while Med-I-Mark Tech benefits from high liquidity and solid cost controls, its reliance on
debt, declining sales, and increasing expenses, particularly in marketing and inventory
management, suggest the company’s financial health is weakening. Without corrective action,
these trends could further erode profitability and increase financial vulnerability.

Financial Ratios

Liquidity Ratios



Liquidity Ratio Current Last Industry

Current Working Capital 3.34 3.33 1.93
Quick Ratio 2.49 2.60 0.54
Cash Ratio 1.13 1.15

Med-I-Mark Tech Ltd. demonstrates strong liquidity, as evidenced by its current working capital ratio
of 3.34, which is significantly higher than the industry standard of 1.93. This suggests the company
is well-positioned to cover its short-term liabilities with available current assets. Likewise, the
company’s Quick Ratio of 2.49 is far above the industry average of 0.54, indicating that even without
relying on inventory, the company can comfortably meet its short-term obligations. The Cash Ratio,
at 1.13, further supports the conclusion that the company has sufficient liquidity to handle
immediate financial demands. Collectively, these liquidity ratios reflect a healthy financial cushion,
giving the company stability even amid a downturn in sales or other operational challenges.

Activity Ratios

Inventory Receivables
Turnover Turnover Asset Turnover | DSO (Days) | DIO (Days) | CCC (Days)
2.42 4.28 0.61 85 151 185

The activity ratios suggest inefficiencies in managing its operational cycle. The Inventory Turnover
Ratio remains low at 2.42, indicating that the company is taking a while to move inventory, which
cantie up capital in unsold goods. This, in part, explains the high Days Inventory Outstanding (DIO)
of 151 days. A clear signal that products are not being converted into sales quickly enough, which
could lead to higher holding costs or risk of obsolescence. The Receivables Turnover Ratio, at 4.28,
suggests a poor ability to collect from customers. This contributes to an elevated Days Sales
Outstanding (DSO) of 85 days, meaning it takes nearly three months on average to collect
receivables, posing a liquidity risk. In contrast, the Days Payable Outstanding (DPO) stands at 51
days, highlighting that Med-I-Mark Tech pays its suppliers much faster than it collects from
customers. This imbalance between DSO and DPO places additional strain on working capital, as
cash flows are squeezed by quicker outflows than inflows. The Asset Turnover Ratio of 0.61 reflects
the company’s limited efficiency in utilizing its assets to generate sales. This implies that the
company could be managing its assets more effectively to improve sales productivity. This is
directly tied to an increase in inventory and a high DIO of 151 days. Lastly, the Cash Conversion
Cycle (CCC) remains at 185 days, illustrating that it takes more than six months for the company to
turn its investments in inventory and other resources back into cash. These factors collectively
suggest that Med-I-Mark Tech is not efficiently managing its operational assets and working capital,
which could lead to liquidity issues and further pressure profitability.

Productivity Ratios



Productivity Ratio Current Last Industry
Gross Margin 55.67% 55.67% 49.34%
Operating Margin 10.82% 16.21%
Net Profit Margin 9.23% 14.08%
EBITDA Margin 19.83% 24.34% 19.04%
ROIC 3.53% 6.24%
WACC 7.94% 7.92%

In terms of productivity, Med-I-Mark Tech has managed to maintain a Gross Margin of 55.67%, well
above the industry benchmark of 49.34%, signaling effective cost control in relation to production.
However, other key profitability metrics tell a more troubling story. The Operating Margin has fallen
to 10.82%, a steep decline from last year’s 16.21% and below the industry average, indicating that
the company is generating less profit from its core operations. This decline is further reflected in the
Net Profit Margin, which has dropped from 14.08% to 9.23%, a clear sign of deteriorating
profitability. One of the most concerning figures is the Return on Invested Capital (ROIC), which has
decreased sharply from 6.24% to 3.53%. Given the company’s Weighted Average Cost of Capital
(WACC) of 7.94, Med-I-Mark Tech is currently destroying its value, as its returns do not exceed the
cost of capital, raising concerns about sustainability of future investments.

Leverage Ratios

Leverage Ratio Current Last Industry
Debt-to-Equity (D/E) 0.73 0.69 0.06
Interest Coverage Ratio 4.50 8.58 15.37
Debt Ratio 42.27% 40.69%

The company’s leverage ratios further highlight significant concerns. The Debt-to-Equity (D/E) Ratio,
standing at 0.73, is substantially higher than the industry average of 0.06, indicating that the
company relies heavily on debt to finance its operations. This dependence on debt exposes the
company to increased financial risk, particularly as revenue declines. Additionally, the Interest
Coverage Ratio has dropped to 4.50, which is well below the industry standard of 15.37. This
disparity is largely driven by the fact that many industry peers carry significantly less debt, resulting
in lower interest expense. Furthermore, the Debt Ratio, which stands at 42.27%, has seen a slight
uptick compared to the previous year which shows that the company is increasing its debt levels
rather than paying off obligations.

In summary, while Med-I-Mark Tech demonstrates strong liquidity and effective cost management,
its high debt levels and declining profitability signal potential trouble ahead. The company’s ROIC
falling below its WACC raises serious concerns about its ability to generate value for shareholders,
while its growing reliance on debt adds financial risk.



Vertical Analysis

Vertical Analysis Notes Current Last
Salaries 27.00% 24.00%
Operating Income 10.82% 16.21%
Net Income 9.23% 14.08%
Accounts Receivable 14.70% 13.64%
Inventories 12.21% 9.96%

The vertical analysis provides insight into how key income statement and balance sheet items are
performing relative to total revenue. The salaries as a percentage of total revenue increased from
24% last year to 27% in the current year. This rise in labor costs, while not drastically different,
indicates a potential area for cost optimization.

Operating income shows a decline from 16.21% last year to 10.82% in the current year, suggesting
that profitability from core operations has weakened, which aligns with the earlier analysis showing
areduction in net profit margin.

Accounts receivable have increased slightly from 13.64% to 14.70%, suggesting a potential need
for making credit policies stricter. Inventories have also risen from 9.96% to 12.21%, which could
reflect an inability to sell through inventory. This also explains the decrease in sales which directly
affect both operating income and netincome. Net income as a percentage of total revenue has
dropped from 14.08% to 9.23%.

These trends all indicate a similar narrative that although the company is maintaining liquidity and
profitability margins, they are declining in sales and the ability to sell through its inventory.

Horizontal Analysis

Horizontal Analysis Highlights Current Last
Net Sales -10.00% 1.68%
Marketing 20.80% 4.61%
R&D -3.08% 10.15%
Operating Income -39.92% -13.81%
Marketable Securities 105.73%
Accounts Receivable 17.79%
Inventories 34.01%
Intangible Assets, net 58.15%
Total Assets 9.30%




Accounts payable 17.49%

Accrued sales program costs 24.55%

The horizontal analysis helps track changes in financial performances over time. The Net Sales
have dropped significantly, decreasing by 10% in the current year, compared to a slight increase of
1.68% the year prior. This steep decline is a key factor influencing other negative trends in the
company’s financials, such as Operating Income, which has fallen dramatically by 39.92% in the
current year. Last year also showed a drop of 13.81%, indicating a downward trend in overall sales.

Marketing expenses have surged, rising to 20.80% of total sales this year, a substantial increase
compared to the 4.61% increase in the previous year. This likely reflects efforts to capture market
share or maintain brand presence, though the ROl on this spending does not seem to be fruitful
given the continued decline in net sales. R&D expenses saw a reduction of 3.08% this year
compared to an increase of 10.15% last year, suggesting the company has room in the budget to
increase R&D to be back on par to generate additional sales.

Accounts Receivable and Inventories have both seen increases, with accounts receivable growing
by 17.79%. Inventories also rose by 34.01%, signaling potential inefficiencies in converting sales or
the company holding excess stock. This build-up could reflect poor sales performance and a delay
in clearing stock, which needs to be addressed to avoid liquidity issues.

The company’s Total Assets increased by 9.3%, this on the surface looks like growth, however, a
deeper dive suggests a build-up of accounts receivable and inventory. Accounts payable and
accrued sales program costs both have risen to 17.49% and 24.55% respectively.

The company faces many problems going forward with declining sales, increasing expenses from
marketing, salaries, and other overhead costs. In addition, the company has an increase in both
accounts receivable and payable, indicating an inability to pay and collect on accounts.

Trends, Predictions and Forecast Scenarios

Based on the financial data from the past two years, Med-I-Mark Tech Ltd. is currently experiencing
a downward trend in sales, with the current year showing a 10% decline. This raises concerns about
whether this decline is part of a larger, ongoing issue or a temporary setback. In this analysis, two
scenarios will be considered: one assumes the sales decline will continue, and the other explores
the possibility of a one-time drop, with sales rebounding to historic levels.

Scenario 1: Continued Decline in Sales

This scenario assumes that the 10% decline in sales seen in the current year is not a one-off event
but rather the beginning of a longer-term downward trend. Various factors, such as potential market
share losses, increased competition, or product quality issues, could be driving this decline. In this
scenario, net sales would continue to decrease by approximately 10% annually and expenses rising
5%. With shrinking margins, Med-I-Mark Tech would see its operating and net income slowly
decrease. If this current trend continues, the company will face negative operating and netincome
within two years.



Scenario 2: One-Time Decline, Followed by Recovery

In this scenario, the 10% drop in sales is viewed as a temporary setback rather than the start ofa
lasting trend. External market factors such as industry disruptions, supply chain constraints, or
temporary loss of key clients could explain the decline. As a result, sales could stabilize and
recover, returning to a growth pattern more in line with previous years. Net sales would grow by 5%
annually, while expenses would continue to increase at about 5% given average trends. This would
result in Med-I-Mark Tech to slowly make a healthy recover. Although recovery is projected, the
company may experience slow, or stagnant growth as rising costs potentially outpace revenue
gains.

Financial Risks

Med-I-Mark Tech Ltd. faces several financial risks based on current trends and projections. One of
the most prominent risks is the company’s reliance on debt financing, as evidenced by the Debt-to-
Equity (D/E) ratio. The D/E ratio of 0.73, significantly higher than the industry standard of 0.06,
suggests the company is relying more on debt to finance its operations compared to its peers. This
exposes the company to heightened financial risks if revenue streams continue to weaken, as the
ability to service this debt may be compromised, particularly given the declining interest coverage
ratio, which has dropped from 8.58 to 4.50.

Additionally, declining profitability is a key concern. The Return on Invested Capital (ROIC) has
fallen sharply from 6.24% to 3.53%, signaling the company is struggling to generate returns on its
investments. The net profit margin has also declined from 14.08% to 9.23%, and if the declinein
sales continues, this could further shrink profitability. Operating margins have shown significant
declines as well, with Operating Income down by 39.92% this year, adding further pressure on the
company'’s financial health.

Another critical area of risk stems from working capital management, particularly the company’s
difficulty in managing receivables and inventory. The Days Sales Outstanding (DSO) stands at 85
days, which is very high. This indicates potential issues with collecting payments from customers,
which could strain liquidity. At the same time, inventories have increased, points to potential issues
with excess stock or an inability to move products effectively. This could also lead to inventory
obsolescence.

Furthermore, future sales projections suggest two possible risk scenarios. In the first scenario, the
current 10% sales decline continues, which could result in negative operating and net income
within two years. This trend, coupled with rising expenses, would exacerbate existing financing
vulnerabilities. The second scenario assumes a recover, but even in this case, slow growth is
anticipated, and there’s a risk that rising expenses may outpace sales recovery, limiting profitability
improvements.

New Project Proposal
(All metrics are in thousands)

Proposal Specific Notes Proposal Current Last Prior

Net Sales S 4,019,344 $ 3,588,700 S 3,987,444 S 3,921,560




Cost of Goods Sold S 1,686,410 S 1,590,953 S 1,767,725 S 1,723,619
Gross Profit S 2,332,934 $ 1,997,747 $ 2,219,719 S 2,197,941
Operating Income S 711,614 S 388,427 S 646,539 S 750,147
Interest Expense S (87,235) S (86,335) S (75,360) S (69,570)
Net Income S 627,437 S 331,288 $ 561,460 S 639,352
Retained Earnings S 2,183,124 S 1,995,963 S 1,893,625

Med-I-Mark Tech Ltd. has developed a strategic proposal to regain lost market share and drive
revenue growth through an enhanced version of its highest-demand product. The plan involves
investing $10 million into Research and Development (R&D) and an additional $2 million into
marketing. These investments are designed to boost the company’s competitive edge, allowing for
increased pricing while revitalizing sales efforts. As a result, net sales are projected to increase by
12%, with the cost of goods sold (COGS) expected to rise by 6% in response to the higher sales
volume.

The project will be financed through a line of credit with a rate tied to the prime rate plus 0.5%. For
projection purposes, the prime rate is assumed to be 7%, resulting in approximately $900,000 in
additional interest expenses. While the variable rate poses some risk due to market fluctuations,
the proposal ensures access to liquidity without immediate strain. Overall, this proposal is
expected to have a profound impact on both revenue generation and profitability.

Financial Impact on Income Statement and Balance Sheet

On the income statement, the new proposal’s effect is apparent in the projected 12% increase in
net sales, driven by the product’s improved pricing power and marketing efforts. Although COGS
will rise by 6%, the overall margins will see a net improvement. As a result, operating income will
significantly benefit from this growth, with operating margins projected to rise from 10.82% to
17.70%.

The additional $10 million in R&D and $2 million in marketing expenses will place temporary
pressure on earnings; however, these costs are viewed as crucial investments in future growth.
Operating income is expected to increase to $711,614, reflecting the positive impact of these
strategic investments on operational efficiency and profitability.

From a balance sheet perspective, the proposal will lead to a proportionalincrease in inventory and
accounts receivable, tied to the expected rise in sales. This will temporarily strain working capital
but given Med-I-Mark’s strong liquidity ratios, the company is well-positioned to manage this
growth. The additional interest expense related to the line of credit will increase total liabilities, but
with improved profitability, the company is expected to increase retained earnings by $187 million.

Updated Financial Health with Proposal

Profitability:



Post-proposal, Med-I-Mark Tech’s profitability is projected to improve significantly. Gross margins
willincrease from 55.67% to 58.04%, reflecting enhanced pricing power and operational efficiency.
The company will also experience a substantial improvement in operating margins, which are
expected to rise from 10.82% to 17.70%. The net profit margin will similarly improve from 9.23% to
15.61%, driven by both higher sales and greater operational leverage.

In addition to these gains, four Net Present Value (NPV) scenarios were analyzed to assess the long-
term value of the proposal. Even under the most conservative scenario, where R&D and marketing
are treated as ongoing expenses and sales growth as a one-time bump with a declining growth rate,
the NPV remains positive. This indicates that the proposal will generate positive returns regardless
of the approach taken. Notably, the payback period for the investment is within the first quarter,
even at a modest 3% sales increase instead of the 12% from the proposal.

Proposed Sales Increase: 12.% WACC: 7.97% J Proposed Sales Increase: 3.% WACC: 7.97%
Quarter Cash Flow NPV ‘ Quarter Cash Flow NPV
0 -$12,000 ‘ 0 -$12,000
1 $62,331 $48,153 J 1 $15,504 $3,138
2 $62,173 $106,753 J 2 $15,386 $17,640
3 $62,015 $164,062 ‘ 3 $15,269 $31,751
4 $61,858 $220,108 ‘ 4 $15,154 $45,481
Leverage:
Proposal Specific Notes Proposal Current Last Industry
Times Interest Earned 7.83 4.18 8.28
Interest Coverage 8.16 4.50 8.58 15.37
Debt-to-Equity (D/E) 0.70 0.73 0.69 0.06
Current Working Capital 3.56 3.34 3.33 1.93
Quick Ratio 2.61 2.49 2.60 0.54

Given that the proposalis to be financed by debt, several of the leverage ratios are affected. The
Debt-to-Equity (D/E) Ratio will adjust from 0.73 to 0.70 resulting from the increase in retained
earnings to outweigh the increase in debt. Additionally, the interest Coverage Ratio is expected to
rise from 4.50 to 8.16, indicating that the company will have a much-improved ability to meet its
interest obligations due to higher operating income. These improvements provide some relief from
the high leverage risks.



A key recommendation would be for Med-I-Mark Tech to consider utilizing its excess cash reserved
to fund this project instead of relying solely on the line of credit. With liquidity metrics such as the
current working capital ratio (3.56) and quick ratio (2.61) well above industry standards, the
company has ample cash to finance this proposal without straining liquidity. By using available
cash, the company could reduce its interest expenses and improve its overall debt profile, while

still maintaining flexibility for future growth initiatives.

Productivity and Returns:

Proposal Specific Notes Proposal Current Last Industry
Gross Margin 58.04% 55.67% 55.67% 49.34%
EBITDA Margin 25.99% 19.83% 24.34% 19.04%
Net Profit Margin 15.61% 9.23% 14.08%

ROA 9.86% 5.37% 9.95%
ROE 16.74% 9.30% 16.78%
ROIC 6.22% 3.53% 6.24%
WACC 7.97% 7.94% 7.92%

The proposal will have a significant impact on the company’s return metrics. Return on Invested
Capital (ROIC) is projected to increase from 3.53% to 6.22%, bringing it closer to the Weighted
Average Cost of Capital (WACC) of 7.97%. While ROIC still will not exceed WACC, this improvement
restores the company’s returns to levels seen in prior years, indicating that the company is
regaining its footing in generating value from its capital investments. The EBITDA Margin is also
expected to rise from 19.83% to 25.99%, further separating its margins from its peers from 19.04%.

Proposal Recommendations

Leverage Reduction Through Cash Utilization: While the company has the option to finance the
project through a line of credit, itis strongly recommended that the company utilizes its excess
cash reserves instead. The company’s liquidity position is strong, and reducing reliance on debt
financing will lower interest expenses and further improve the Debt-to-Equity Ratio. Additionally,
using cash for the project will give the company a greater return on their assets, while reducing their

overall interest expense.

Proceed with the Proposal: Based on the financial projections, the proposal represents a sound
investment for Med-I-Mark Tech. The company will see immediate improvements in profitability and
returns. The proposal’s short payback period of less than one quarter further solidifies its financial

benefits. With the right execution, the company is poised to realize significant growth and

operational efficiencies, making the project a valuable addition to the company’s strategic

initiatives.

Proposal Summary




The proposal offers a compelling growth opportunity for the company, with clear improvementsin
profitability, operational efficiency, and return on capital. While there are risks associated with
financing and execution, the benefits far outweigh the potential downsides. Whether financed
through debt or cash reserves, the proposal promises strong returns with a short payback period.
Therefore, itis recommended proceeding with the proposal, as it presents a valuable investment for
the company’s future.

Company Recommendations

Med-I-Mark Tech Ltd. is facing financial uncertainty, with strong liquidity but weakened profitability
and high leverage. To improve its overall financial health and position the company for sustainable
growth, several strategic recommendations are outlined below:

Utilize Cash Reserves to Pay Down Debt:

The company has strong liquidity ratios that are significantly higher than industry averages. Rather
than financing new projects entirely through debt, the company should consider using some of its
excess cash reserves to pay down existing debt. This would reduce interest expenses, improve the
company’s Debt-to-Equity (D/E) ratio, and lower financial risk, particularly as the company is more
heavily leveraged compared to industry peers.

Increase Overall R&D Investments:

To avoid the sales stagnation that has plagued recent years, the company should consider a more
consistent allocation to R&D. Past fluctuations in R&D investments have contributed to the
company'’s inability to maintain competitive innovation. By consistently investing in R&D, the
company can maintain its competitive edge, prevent further declines in sales, and position itself for
long-term growth in product development and market share.

Implement a Temporary Price Reduction Strategy:

The company currently boasts gross margins well above industry standards. This positions the
company to implement temporary price reductions without sacrificing profitability. A short-term,
highly discounted sale could help the company capture a larger share of the market, driven revenue
growth, and, crucially, sell through excess inventory. By improving its inventory turnover, the
company would reduce the risk of obsolescence while generating immediate cash inflows. Once
inventory levels are stabilized, the company could return to a more competitive pricing, leveraging
its strong margins to maintain profitability.

Review Accounts Receivable Credit Policies:

The company is currently facing prolonged Days Sales Outstanding (DSO), which is a clear indicator
of inefficiencies in receivables collection. This extended collection period strains working capital
and exposes the company to liquidity risk. Med-I-Mark Tech should review its credit policies,
potentially tightening payment terms or offering discounts for early payments to accelerate
receivables collection. By improving cash flow from receivables, the company will be better
positioned to manage short-term liabilities and reduce its reliance on debt financing.

Evaluate Marketing Strategy and Expenditure:

In recent years, the company’s increased marketing spend has not led to corresponding increases
in revenue. For instance, despite the rise in marketing expenses of 20.8%, the company
experiences a 10% decline in sales. This trend suggests inefficiencies in the current marketing



strategy. A detailed review and optimization of marketing initiatives are recommended to ensure
that future expenditures are more closely aligned with revenue growth. The company should
consider reallocating some marketing budget to more effective channels or exploring new
marketing strategies to effectively target the right customer segments and increase ROI.

Increase Short-Term Allocation to Marketable Securities:

With a return on marketable securities exceeding 14%, significantly higher than the company’s
interest expenses, the company could allocate more funds to short-term marketable securities
investments. This provides an opportunity for the company to generate additional income and
offset some of its debt-related interest expenses. However, this should be done cautiously,
ensuring liquidity needs are met without overcommitting to investments.

Conclusion

Med-I-Mark Tech Ltd. is currently facing a critical juncture, with both strengths and challenges
evidentin its financial standing. The company’s strong liquidity and robust gross margins showcase
effective cost management and an ability to maintain operational flexibility. However, the broader
financial picture reveals concerns, particularly around declining sales, rising debt, and operational
inefficiencies in areas such as inventory management and accounts receivable collection.

The analysis highlights key areas of improvement necessary for the company to regain momentum
and long-term stability. The company’s high leverage, coupled with a declining Return on Invested
Capital (ROIC) below its Weight Average Cost of Capital (WACC), indicates a need to prioritize debt
reduction and enhance returns on its investments. Additionally, inefficiencies in turning over
inventory and collecting receivables pose a potential liquidity risk if left unaddressed.

The proposed product enhancement and strategic investments in R&D and marketing offer a path
toward growth and profitability, but they are only one piece of the puzzle. While the proposal shows
immediate financial benefits and has a positive net present value (NPV) across various scenarios,
its success hinges on the company addressing its broader financial vulnerabilities. The company’s
strong liquidity position provides an opportunity to finance growth initiatives internally, reduce
interest expense, and focus on long-term financial health.

In conclusion, while the proposal is a valuable step toward reversing the current downward trends,
it must be accompanied by a broader strategic focus on reducing debt, optimizing operational
efficiencies, and investing in long-term innovation. With the right balance of financial discipline and
strategic investments, Med-I-Mark Tech can strengthen its position in the market and secure
sustainable growth in the future.



