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Introduction 

Hottayr is a quoted company that manufactures domestic heating products, 

mainly gas boilers and air source heat pumps. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

It is a listed company. We must discuss the benefits and limitations of 

being a listed company. 

Advantages:  

a) Access to Capital for Growth.  

b) Enhanced Visibility  

c) Liquidity  

Disadvantages:  

a) Enhanced reporting requirements  

b) Enhanced government and shareholder scrutiny 

 

 

 

  

Important factors to consider for a manufacturing 
organization:  

• Demand for your product 

• Competition from other manufacturers. 

• Previous experience, knowledge and qualifications. 

• Finance available and finance options. 

• Rules and regulations. 
  
This is true for our company Hottayr as well! 

 

Since we are a listed company, it will be important to present the 
profitability ratios, lender ratios and investor ratios properly as shareholders 
and the market as a whole will read into the same to judge the company.  

F3 Syllabus 
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You are a senior manager in Hottayr’s finance function.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

You report directly to the Board and advise on special projects and strategic 

matters. 

 

 

 

 

 

As a senior manager you need to look at the ‘Long-term’ strategic issues.  
 
Your audience will be the Board of directors and to give a satisfactory 
answer understanding the full scale of the business operation is very 
important.  

 

Your role as a senior finance Manager includes: 
 

• Long term focus 

• Product related decision support 

• Diversification related support 

• Project management and risk focus 

• Long term financing  

• Advising top management  

• Stakeholder management 

If you look at the above points you will see that all of them correspond to 

the blue print areas set out by CIMA and eventually are part of the E3 P3 

and F3 syllabus.  

Importance of your E3 Syllabus 
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Hottayr is based in Norland, a developed country that has an active and well-

regulated stock exchange.  

 

 

 

 

 

 

 

 

Norland’s currency is the N$. Norland requires companies to prepare their 

financial statements in accordance with International Financial Reporting 

Standards (IFRS). 

  

This tells us that 

“Demand Conditions”: 

Porters Diamond are 

strong.  

From this we learn:  

Norland is a highly developed economy which 

means people have the interest and the 

disposable income to spend on innovative and 

sophisticated products that our company 

manufactures.  

 

E3 Syllabus 
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Domestic central heating systems 

Heating systems are necessary to keep rooms at comfortable temperatures 

and to prevent dampness caused by condensation. 

Most dwellings in countries that have cold weather for a significant part of the 

year have central heating systems.  

 

 

 

 

 

 

 

 

These use a central heat source, such as a boiler or heat pump, to heat water 

that is then pumped round the dwelling in order to heat each room. 

Traditional combustion-based boilers:  

Gas boilers are popular in countries that have mains gas, usually natural gas, 

piped to individual dwellings. Gas is an efficient fuel that is used to power 

central heating boilers, for cooking and to heat water for bathing and 

cleaning. 

A gas-powered boiler is connected to the dwelling’s gas and cold-water 

supplies. The boiler heats water by burning gas. The hot water is then either 

pumped round the dwelling to heat radiators or it can be used as hot water for 

baths, showers and washing. 

 

 

 

 

This will be our ‘focus’ market.  

As discussed in the industry analysis, India, China and Japan have the fastest 

growth rates in this market while Europe and North America still hold the 

largest market share.  

A good external market analysis will be very important to stay ahead in this 

market. Brings in our E3 syllabus here.  

E3 Syllabus 

Like coal and oil, natural gas comes from a depleting source that cannot be 
replenished over time and is thus referred to as a non-renewable resource.  
 
This may be a very popular way of heating in developed (Europe) as well as 
developing nations but it has its environmental effects.  
 

Ethics and CSR comes into the picture here. 

E3 Syllabus   
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Most countries impose strict regulations to ensure the safety of gas boilers.  

 

 

 

 

The boilers themselves must meet safety standards, and they must be installed 

and maintained by qualified plumbers to ensure that there can be no gas 

leaks. 

Domestic gas boilers are generally designed to have relatively little need for 

controls that require users to make any adjustments once they have been 

installed and switched on.  

Consumers must buy separate controllers that 

combine thermostats and clocks to manage 

heat output and the availability of hot water. 

Thermostats can vary in sophistication from 

basic mechanical devices to electronic devices 

that can be operated by smartphones. 

 

 

 

 

Gas boilers can be powered using liquid petroleum gas (LPG) that is stored 

outdoors in a tank and piped into the dwelling as 

required. The tank is replenished by a tanker vehicle.  

Some dwellings use oil-fired boilers. Those require a 

similar arrangement to LPG systems, with a tank 

containing heating oil located in the garden and an oil 

burning boiler used to heat water in the home. 

 

 

Identifying risks is important in your SCS Exam.  

P3 Syllabus 

Controllers is also a ‘component’ of the HVAC and a big/growing market.  

As we go deeper into the pre-seen we want to understand our company’s 

product portfolio.  

Also, very traditional but non-renewable.   
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Woodburning stoves can be used as a heat source for central heating systems. 

Householders burn logs that provide radiant heat within the room. Pipes at the 

back of the stove heat water that is then used to heat other rooms in the 

same manner as for gas and oil burning boilers. 

The wood that is burned in woodburning stoves is a renewable energy source, 

making them more environmentally friendly than gas or oil powered boilers. 

Nevertheless, all heat sources that rely on combustion release carbon into the 

atmosphere. 

 

 

 

 

 

 

 

 

Distributing heat around the home:  

A network of pipes, made from either copper or plastic, carries hot water from 

the boiler to each room in the dwelling that is to be heated. 

The most popular method of heating a room is to install 

one or more radiators. Radiators are metal pipes that are 

designed to transfer heat from the hot water that flows 

through them into the surrounding air. That release of 

heat energy warms the room, cooling the hot water in the 

process. The water carries on through the pipes to the 

next radiator, where further heat is released.  

Central heating systems are designed to ensure that every room is heated to a 

satisfactory extent.  

Boilers come in different capacities, with more powerful boilers producing 

more hot water, which enables them to provide heat across larger houses.  

As our industry is inherently criticised for being non-sustainable, we must 

see what our company is doing to stand out.  

This could be an area where we differentiate and set ourselves apart by 

having a unique mission and vision.  

E3 Syllabus Our stance of CSR will also be interesting to see when we 

start discussing about our company.   
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Larger radiators release more heat energy and so can heat a larger volume of 

air. Larger rooms require larger radiators, or perhaps multiple radiators.  

Radiators are usually fitted with thermostats. Those can be used to regulate 

the amount of heat that is released into any given room and so prevents 

uncomfortably high temperatures. 

 

 

 

 

 

 

 

 

 

 

 

Underfloor heating is an alternative to radiators. Hot water from the boiler is 

piped from room to room. Plastic pipes are set 

into the concrete floor in a zigzag design that 

enables heat to be released, creating an even 

heat across the whole room and avoiding the 

need to install radiators on the walls of the 

room.  

The pipes are embedded in the floor and so they cannot be seen, and they 

can be walked across without causing any damage. The floor can be covered 

with any conventional floor covering, although carpets tend to act as 

insulators and so reduce the effect of the heat flow. 

  

As we can see, for our domestic heating products to work properly they 

must be properly connected to the thermostats and the controllers.  

This will be an important consideration for us and thermostat producers 

and controller producers will be important stakeholders for us to be in 

connection with.  Managing relationships with this stakeholder will be very 

important for your business.  

 

Also, a chance for vertical integration? Let’s pause for a moment and think 

of the synergies and drawbacks!  

E3 Syllabus 

F3 Syllabus 
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Heat pumps:  

Heat pumps capture heat energy from a source and release it elsewhere. The 

source may be cooler than the destination. There are several different 

applications of this technology: 

• Refrigerators and freezers use heat pumps to capture heat energy from 

the interior of the appliance and move it to the exterior. Doing so 

reduces the temperature inside the appliance and so helps to keep food 

fresh or to chill drinks. If the heat pump was switched off, then the 

higher temperature in the room would lead to heat energy flowing back 

into the cooler interior of the refrigerator or freezer until it reached 

room temperature. 

 

• Air conditioners use the same principle to take heat energy from a room 

that is uncomfortably warm and then release that energy outside. The 

room becomes cooler and more comfortable while the device is in 

operation. 

 

• Heat pumps can be used to capture heat energy that can be used in 

central heating systems. Heat energy is captured from outside a building 

and is released inside to make the interior warmer. Heat pumps do not 

create heat energy, they simply move it from one place to another. The 

technology required to create an effective heat pump relies on a 

number of physical laws.  
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These are illustrated in the following diagram:  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Heat pumps rely on a volatile liquid called a “refrigerant”, which is trapped 

inside a pipe.  
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Heat pumps rely on a volatile liquid called a “refrigerant”, which is trapped 

inside a pipe.  

The refrigerant is pumped round the pipe in a continuous cycle: 

• The evaporator is a section of pipe that has been twisted into a coil or 

a zigzag shape to increase its area. It is used to capture heat energy.  

 

Heat pumps generally use Hydrofluorocarbons (HFCs) as refrigerants. 

These boil at very low temperatures, sometimes as low as minus 20 

degrees Celsius. When liquids boil, they evaporate into gas, which 

captures heat. The refrigerant is warmer when it leaves the 

evaporator than it was when it entered. 

• The compressor increases the pressure of the gas, which further 

increases its temperature. The refrigerant is now hot enough to be 

useful as a heat source. 

 

• The condenser is a further coil or zigzag of piping that allows the 

refrigerant gas to cool and so release its heat energy. In central 

heating systems, the condenser is used to heat water that can then 

be pumped to a hot water tank for washing or to radiators or 

underfloor heating pipes. 

 

• The expansion valve reduces the pressure on the refrigerant gas. 

Decreasing pressure cools the gas, which releases still more heat. The 

refrigerant can then be returned to the evaporator.  
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There is a constant flow of refrigerant through the heat pump, so there is a 

constant cycle of heat being captured and released. The flow is driven by 

electrical pumps. 

Heat pumps also contain a variety of sensors that can be used to optimise the 

operation of the device. Valves and other components within the heat pumps 

can be controlled by electronics connected to those sensors to improve heat 

output or reduce electricity consumption. 

 

 

 

 

 

 

 

Heat pumps in central heating systems:  

Heat pumps are alternatives to boilers as heat sources for central heating 

systems. A heat pump’s evaporator can be located outside of a building, where 

it will capture heat energy even during 

cold weather. 

The condenser and expansion valve are 

located inside the home, with pipes 

installed through the wall to carry the 

refrigerant around the system. 

Some heat pumps can reverse the flow 

of heat, which means that they can be used to heat a building during winter 

and cool it down in summer. That is potentially attractive to consumers in 

countries that have wide temperature variations between seasons. 

 

 

 

As we can see, this is a very technical process. Getting the manufacturing 

right with quality and safety is very important for domestic products. 

The input and manufacturing process will be have to be controlled carefully. 

The concept of supply chain management can be kept in mind here along 

with the principles of TQM.  

 

F3 Syllabus 

Technological innovation leads to opportunities as well as threats.  

This is one example of an opportunity arising because of technological/new 

product advancements.   
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Heat pumps do not need electricity to create heat energy, but they depend on 

a number of electrical components in their operation. These include the 

compressor, the circulator pump used to maintain the flow of refrigerant and 

fans or pumps that help with the circulation of air or water round the 

evaporator and condenser. In cold climates, it may also be necessary to use 

electricity to heat mechanisms located outdoors to prevent them from icing 

up. 

Heat pumps cost less to run than traditional boilers, despite their need to 

consume electrical power. Typically, a heat pump can deliver 3 kilowatts of 

heat energy for every kilowatt of electricity consumed. Unfortunately, heat 

pumps cost more to buy and install.  

 

 

 

 

An air source heat pump will cost roughly five times more than an equivalent 

gas boiler and a ground source heat pump can be even more expensive. 

Heat pumps capture heat energy from the environment that is supplied by the 

sun. There is no combustion and so no carbon emission. 

Care must be taken in the installation, maintenance and replacement of heat 

pumps to ensure that the refrigerant is not accidentally released. Refrigerants 

harm the environment by causing global warming if they are allowed to 

escape into the atmosphere. It is, however, possible to drain the refrigerant 

from old heat pumps into sealed tanks for reuse or safe disposal. 

  

Consistent with the information in the industry analysis.  

We must keep in mind the strategies used by competitors which we have 

mentioned in the industry analysis.   

Customer segmentation and understanding the perspective/sustainability 

mindset of the customer using the equipment is going to be key. 

The more market analysis we do and use technology to support us, the 

better we can serve this market. 

This brings in the concept of data analysis/big data. We will speak about the 

same with an example, deeper into the pre-seen.  

E3 Syllabus 
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Heat pumps can capture energy from outside in almost any weather, although 

they become less efficient at lower temperatures. In practice, a heat pump 

can supply a central heating system with sufficient heat energy when outside 

temperatures are as low as minus 15 degrees Celsius. That is rarely a problem 

in many countries, including Norland, because it is seldom that cold. 

 

 

 

 

 

 

Air source heat pumps collect heat energy from air as it passes over the 

evaporator. This is the simplest type of heat 

pump for use in heating systems, and it is the 

most popular.  

The evaporator is enclosed in a housing, along 

with a fan that draws air into the apparatus.  

The condenser and the other components are enclosed in another housing 

that is inside the house and is connected to the central heating and hot water 

systems. Refrigerant flows between the interior and exterior housings using 

pipes that run through the wall.  

Air source heat pumps have the drawback of being exposed to variable air 

temperatures, which change with the weather and so affects their efficiency. 

They are, however, relatively easy to install. The interior workings of a heat 

pump that is being installed in place of a gas boiler can be fitted in place of the 

boiler that is to be removed. The exterior housing also remains accessible for 

any repairs in the event of a breakdown or leak. 

Ground source heat pumps are an alternative to air source. Those use the 

same principle as air source pumps, except that the evaporator is placed 

underground or is submerged in a body of water. The evaporator then 

captures heat energy from the surrounding earth or liquid in the same way as 

an air source device.  

Our target market is further narrowed because of the nature of the product 

and its efficiency.  

Technical knowledge will be key for our industry along with the zest to 

always innovate and make it easier for the end users.  

E3 Syllabus 
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The temperature around the evaporator is less severely affected by changing 

weather conditions, and so it is more efficient than the air source equivalent. 

The need to bury the evaporator can 

complicate the installation of a ground 

source heat pump compared to an air 

source pump.  

The evaporator must be several feet 

below ground in order to capture heat 

energy efficiently and also to be protected from damage. Not all homes will 

have a suitable outdoor space in which to install the evaporator.  

Ground source heat pumps require the same equipment to be installed inside 

the house as air source pumps, so there is no difference to the installation 

inside the house. 

One disadvantage of all heat pumps, both air source and ground source, is that 

they produce hot water that is cooler than the water from a boiler. The 

difference is roughly 10 degrees for air source heat pumps and a little less for 

ground source.  

In either case, that can mean that a central heating system based on a heat 

pump will struggle to raise the room temperature to a comfortable level. 

That problem can be solved by using larger radiators than for a traditional 

boiler-based system or by installing underfloor heating when installing a heat 

pump. Either option will provide a larger surface area for the transfer of heat, 

although the cost of doing so could discourage many homeowners from 

replacing their gas boilers with heat pumps. It is easier to install heating 

systems based on heat pumps in new homes because they can be built with 

larger radiators or underfloor heating pipes in place. 

 

 

 

 

 

 

For different countries this market has different prospects. Domestic 

heating equipment can be considered as a relatively recent development in 

developing nations which have huge growth opportunities.   

Understanding, when-where-how to compete will be an important decision 

for our company. When deciding on expansion strategies these facts need 

to be kept in mind. Ansoff’s matrix can be used here.  
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Alternative heating systems:  

There are alternatives to boilers and heat pumps when powering central 

heating systems.  

Solar thermal panels can be used to 

capture heat from sunlight to heat water. 

The panels contain pipes filled with water. 

The glass helps to focus the sunlight on the 

pipes and the water heats up before being 

piped to a hot water tank. 

Solar panels are simpler than heat pumps, 

but they rely on sunlight to heat water. No energy can be collected during 

hours of darkness and the panels will be less effective when skies are cloudy. 

Photovoltaic solar panels use a different technology to convert sunlight into 

electricity. 

 

 

 

 

 

 

Both types of solar panel require homeowners to have a suitable location for 

an array of panels. They are usually mounted on a rooftop. In the northern 

hemisphere, it would be ideal if that rooftop was facing south in order to 

maximise exposure to sunlight throughout the day. 

Now we are starting to see the far-reaching market that ‘domestic heating’ 

has access to. It is a big market and a big industry. Focusing on the right 

areas and using data is a key competency in this market.  

We will speak about data and its opportunities deeper into the pre-seen. 

E3 Syllabus 

We already know that this is a huge market worldwide and is also a big 

market in Norland.  

This is also an indication that other markets around the world have lucrative 

opportunities for expansion. (Something we have learnt from the industry 

analysis)    
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District heat is a communal heating system that is usually provided by city 

governments that have access to biomass fuel than can be burned to create 

heat. Biomass takes a variety of forms, including waste forestry wood, 

agricultural residue such as wheat stalks and even household waste. A large 

biomass boiler heats water that is pumped to individual homes in surrounding 

buildings. 

District heat systems involve combustion, so they cause carbon emissions. 

They are, however, generally more efficient than having separate heat sources 

in individual dwellings. This technology tends to be popular in locations that 

can offer cheap fuel from nearby sources. For example, a city with a large 

commercial forestry on its outskirts will have a ready supply of combustible 

material that would otherwise be dumped. 

Electric heaters can be freestanding or wall-mounted. In either case, they are 

connected to the household electricity supply. The flow of electricity through 

wiring that has a high resistance creates heat.  

Electric heaters were popular before central 

heating became popular. They are easy to install in 

any room. They are also flexible because heaters 

can be switched on and off in different rooms, in 

line with occupants’ needs. 

These heaters offer convenience but are relatively 

expensive to operate. 

 

 

 

 

 

 

 

  

Overall, we know that this market is going to be competitive because of the 

nature and availability of the product. The barriers to entry will be very high 

in this industry because of the technical nature and manufacturing set-up 

needed for this kind of industry.  

Price, marketing innovations, product catalogues and customer service will 

be the key differentiators here.  
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This brings in the discussion of finance that will be needed by the company 

for operating and expansion plans.  

This also brings in the need to study the competitors and have a deep 

competitor analysis.   

F3 and E3 Syllabus 
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For access to our full pre-seen analysis and access to 

our FULL material please write to us on 

help@finntutors.com or visit our SCS Page: 

https://www.finntutors.com/scs 

That Brings Us To The 

End Of Part 1 Of The 

Pre-Seen Analysis 
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