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INSTRUCTIONS TO CANDIDATES

1. Please CAREFULLY read the instructions given in the question paper.

2. This question paper has- information printed on both sides of the paper.

3. This question paper consists of FOUR (4) questions.

4. Answer ALL questions.

5. Please write your answers on the answer booklet provided.

6. All questions must be answered in English (any other language is not allowed).
7. This question paper must not be removed from the examination hall.

8. Present and future values tables and formulas has been appended for your reference.

THERE ARE ELEVEN (11) PAGES OF QUESTIONS, INCLUDING THIS PAGE.
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INSTRUCTION: Answer ALL questions.

Please use the answer booklet provided.

Question 1

(a) Salman has opened a company that sells fishing equipment in Cheras. He was able‘to
find a supplier of fishing components from KL. The client of Salman’s shop usually
bought the equipment by credit. The company has RM15 million in annual credit sales
and RM12 million in cost of goods sold. In addition, the company maintains.an inventory
balance of RM3 million, has RM3.5 million in accounts receivable, and has RM2 million
in accounts payable outstanding. Based the information above, you are required to

calculate:

Inventory Turnover Ratio

(2 marks)
i. Inventory Conversion Period
(2 marks)
ii.  Average Collection Period
(2 marks)
iv.  Account Payable Deferral Period
(3 marks)
v.  Operating Cycle
(2 marks)
vi.  Cash Conversion Cycle
(2 marks)
vii.  ldentify THREE (3) ways Salman can improve his company CCC.
(3 marks)
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(b) Zemee Sdn Bhd, Zulfikar Corp and Zizaqg Bhd use different working capital

management policies. The summarized Statement of Financial Position is given below:

Zemee Zulfikar Zizaq

(RM) (RM) (RM)
Current assets 600,000 700,000 500,000
Non-current assets 400,000 800,000 700,000
Total assets 1,000,000 1,500,000 1,200,000
Current liabilities 200,000 800,000 500,000
Non-current liability 350,000 300,000 450,000
Equity . 450,000 400,000 250,000

Total liabilities & equity 1,000,000 1,500,000 1,200,000

Discuss the working capital policies of the THREE (3) companies.
(9 marks)

[Total: 25 marks]
Question 2

(a) Ricky needs to have RM 100,000 at the end of 5 years. Calculate the money he needs
to save today in an investment that can give him 8% annually.
(2 marks)

(b) Rianna want to invest her money to go to vacation on 2028. Calculate the future value
if she invested RM 36,500 today (2024), given the interest rate of 15% annually.

(2 marks)

(c) State FIVE (5) advantages of Time Value of Money for the investor.
(5 marks)
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(d)

Rizaki is currently contemplating two different investment opportunities. The first
choice, Option X, guarantees that he would receive RM8,000 in six years, whereas the
second one, Option Y, offers him RM10,000 in eight years. Identify which alternative
should Ricky go with if he needs a return rate of 5% on his investment decision. Justify
your answer.

(5 marks)

Enigma is thinking about making two separate investment options in orderto finance
his child's future schooling. Plan A pays RM5,500 to the beneficiary at the start of each
year as an annuity that is payable for seven years. Plan B offers an annuity with an
annual payment of RM6,000 at the start of each year for six years. Given that both
plans generate a 6% annual interest rate, determine, and justify Enigma's best option
based on the future value of the annuity that is due.

(5 marks)

Jimmy intends to make the following yearly contributions to his retirement fund:
RM5,000 in year one, RM6,000 in year two, RM7,000 in year three, RM8,000 in year
four, and RM9,000 in year five. He projects that the fund will yield a 12% compound
yearly return. Determine the retirement fund value that Jimmy will have in five years to

evaluate the progress of his contributions.

(6 marks)

[Total: 25 marks]

EIB11503_ MANAGERIAL FINANCE Page 4 of 11



JULY 2024 CONFIDENTIAL

Question 3

(a) Vamos Loz Corp, a maker of sports attire, is considering four projects. Because of past

financial difficulties, the company has a high cost of capital at 15%.

; ; : ; Project Project

Project Adidos Project Bicers Coan Biidg
Il ('g"F%jtme“t RM50,000 RM100,000  RMB80,000 RMA80,000

Year (1) Cash inflows (CFt)

1 RM20,000 RM35,000 RM20,000 RM100,000

2 20,000 50,000 40,000 80,000

3 20,000 50,000 60,000 60,000

i.  Calculate the profitability index for all projects.

(8 marks)

ii. Calculate the NPV for each project and rank the project accordingly. Assume the
cost of capital is 15%.
(10 marks)

(b) Define the payback period and the method to calculate the payback period.
(2 marks)

(c) Briefly explain the differences between NPV and IRR.
(2 marks)

(d) Explain THREE (3) weaknesses commonly associated with the use of the payback
period to evaluate a proposed investment.

(3 marks)

[Total: 25 marks]
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Question 4

(a)

(c)

(e)

Explain the function of Cost of Debt.
(4 marks)

Explain FOUR (4) assumptions of cost of capital.
(8 marks)

A firm debenture of RM1,000 can only realise RM980 due to the 2% commission to the
broker. The debentures carry an interest rate of 10%. The debentures will mature after
10 years. Calculate the cost of debt.

(3 -marks)

Instinct Corporation has 1,000 shares of RM100 per value non-cumulative series V
preferred shares. They carry an annual fixed coupon rate of 7.5%. The preferred shares
have a current market price on 29 December 2023 of RM125.45. Calculate the cost of
preferred shares.

(3 marks)

Escanor Corp intends to carry.out a new stock issue to raise financing for a new project.
The current market price of a stock is RM13.65, the last dividends paid are RM1.5 per
share, the historical dividends’ growth rate is 3%, and floatation costs are 5%. Calculate
the cost of common shares.

(3 marks)

Dongibab Enterprise, has 40% debt, 50% common stock, and 10% preferred stock in
its capital structure. The firm’s estimated after-tax cost of debt is 8%, cost of common
stock is 13% and cost of preferred stock is 7.5%. Calculate the firm’s weighted average
cost of capital (WACC).

(4 marks)

[Total: 25 marks]

END OF QUESTION PAPER
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FORMULA

e FV=PV(FVIFin)
e PV =FV(PVIFin)
e PB= |0
Ann CF
e PBP =[(n-1)] + [ (IO - sum of cash flow before n) / (cash flow of the yearn)]
e NPV =CF (PVIFAin)-10
e NPV =3%[CF (PVIFin)]-10
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