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[English Answers])

(1) Business philosophy is the values, basic beliefs and code of conduct established by
the company for its business activities. It is a high generalization of corporate culture.
Before 2020, Chang’ an company adheres to the concept of “energy conservation, environmental
protection and scientific and technological intelligence”. In 2020, the company officially
announced the brand-new core values of ”“sharing honesty, innovation and change” and the
enterprise spirit of “making progress a little every day” in the open letter released by
the company.

(2) Political and legal environmental factors. “Country C starts a new journey of building
a socialist modern country in an all-round way”; “The government of country C guides the
transformation of the automobile industry to ’zero emission’, improves the consumption
environment, encourages cars to go to the countryside, trade old for new, new energy, etc.,

and stabilizes the continuous and good development trend of the industry”.

EFRSiIHmEE SitANRMERE £ 1881 010-82318888 oo



N ERE TR

2022 FiEM A IRE X T E A www.chinaacc.com

Economic and environmental factors. “The world is facing a major change that has not been

seen in a century. The fourth industrial revolution has promoted the transformation of the
driving force of global economic growth, with an average annual growth of 2.5% in the next
five years. Country C has embarked on a new journey of building a socialist modern country
in an all-round way, with an average annual economic growth of 5.2% in the next five years”.
Social and cultural environmental factors. “The third and fourth tier cities of country C
will be the main contribution to the increment of new cars in the future. The market growth
potential of new energy, used cars and other markets is huge, and the increase of replacement
purchase contributes more than 50% to the sales of new cars. Country C has entered the third
consumer society, and its consumer values are moving towards good quality, high—end and
personalization”.

Technical environmental factors. “New technologies such as electrification, intelligence
and digitization have accelerated the innovation and integration of the automobile
industry”.

(3) The company’ s sales growth rate is greater than the sustainable growth rate, which
belongs to cash shortage; The return on investment capital is greater than the cost of capital
and increases the value of the enterprise. Therefore, it belongs to the value—added cash
shortage business in the first quadrant.

Possible measures: first of all, we should determine whether this rapid growth is temporary
or long—term. If the rapid growth is temporary, the enterprise should borrow to raise the
required funds. When the sales growth rate decreases, the enterprise will have excess cash
to repay the loan. If this situation is expected to last for a long time and cannot be solved
by short—term revolving loans, the enterprise must take strategic measures to solve the
problem of capital shortage. There are two ways to solve the capital problem of long—term
rapid growth: one is to improve the sustainable growth rate and make it close to the sales
growth rate, including improving business efficiency and changing financial policies; Second,
increase equity capital and provide funds for growth, including issuing additional shares
and merging mature enterprises.
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