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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 have been appended for your reference.

THERE ARE TEN (10) PAGES OF QUESTIONS, EXCLUDING THIS PAGE.




OCTOBER 2024 CONFIDENTIAL
INSTRUCTION: Answer ALL questions.

Please use the answer booklet provided.

Question 1

Manyak Masyuk Company is trying to estimate its needs for fund during each of the months
covering the last quarter of 2024. The company projected sales and purchases the next months
of 2024 are as given below:

iyt f

June

July 120,000 72,000
August 130,000 78,000
September 150,000 90,000
October 140,000 84,000
November 120,000 72,000
December 106,000 63,600

The collection of sales are as follows:
a) 10% of sales were on cash basis
b) The collections were 40% in the first month
¢) 30% in the second month
d) 20% in the third months following the sales.

The payment for purchases are as follows:
a) 15% of which are paid in cash
b) 65% are paid one month later
c) The remaining is paid two months after purchase.

The monthly rent and loan payments are RM 4,000 and RM 2,000 respectively, to be paid
every month. Utilities for the firm average 2% of sales and are paid in the month of their
incurrence. In addition, an amount of RM 3,000 interest will be paid in November 2024 and
taxes amounting RM 12,400 payable in December. The company also pays wages and
salaries amount to RM 2,000 plus 5% of sales in each month.
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The company fells that a minimum cash balance of RM 10,000 should be maintained. Any
borrowing will cost 10% annually with the interest paid in the month following the month in
which the funds are borrowed. Borrowing takes place at the beginning of the month in which
the need for funds arises. Assume that any short-term financing needed to maintain the cash
balance is paid off in the month following the month of financing if sufficient funds available.

Prepare a cash budget for the last quarter of 2024. Cash in hand on 30" September is
RM 22,520.

(25 marks)
[Total: 25 marks]

Question 2

a) Mr. Johan is buying an apartment in Penang costing RM400,000. He has made a down
payment of RM100,000 and will borrow RM300,000 from the bank. The bank offers a fixed
interest rate of 7% per annum for a 5-year tenure with yearly repayments. Provide a
summary of the yearly loan amortization table, showing the yearly instalment, total amount
paid, total interest paid, and the outstanding balance after each year.

(10 marks)

b) Mr. Arif plans to deposit RM5,000 annually into a retirement account at the beginning of
each year for 25 years. The account earns an interest rate of 16% per annum. Calculate
the future value of Mr. Arif's account at'the end of 25 years.

(3 marks)

c) A project is expected to generate cash flows of RM10,000 at the end of the first year,
RM12,000 at the end of the second year, RM15,000 at the end of the third year, RM8,000
at the end of the fourth year, RM6,000 at the end of the fifth year, and RM5,000 at the end
of the sixth year. The required rate of return for the project is 13% per annum.Calculate
the presentvalue of the project’s cash flows.

(7 marks)

d) Ali plans to invest RM15,000 into a fund that offers a 20% annual interest rate. He plans
to keep this investment for 15 years. Calculate the future value of Ali’'s investment at the
end of 15 years.

(2 marks)
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e) Explain why money today is worth more than money in the future. Provide two real-world
examples to support your explanation.

(3 marks)

[Total: 25 marks]

Question 3
a) Bob Sdn Bhd is considering four average-risk projects with the following costs and rates
of returns:

Project Cost (RM) Expected Rate of Return (%)
1 RM 2,000 16
2 RM 3,000 15
3 RM 5,000 1275
4 RM 2,000 12.5

The company has determined that it can secure financing through debt at an annual
interest rate of 10%, denoted as rq=10%. Considering the corporate tax rate of 30%,
the effective after-tax cost of debt will be reduced due to the tax deductibility of interest
payments.

Additionally, the company has the option to issue preferred stock, which‘ provides a
fixed annual dividend payment of RM 5 per share. This preferred stock is priced at RM
49 per share in the market, indicating a cost of preferred equity derived from the ratio
of the dividend to the market price.

For'common equity, the company's stock currently trades at RM 36 per share. The next
expected annual dividend payment, D+, is RM 3.50 per share. Dividends for common
stock are anticipated to grow at a constant rate of 6% annually, reflecting the company's
sustainable growth expectations.

The company has established a target capital structure that optimally allocates funding
sources as follows: 75% of total financing will come from common equity, 15% will be
funded through debt, and the remaining 10% will be financed using preferred equity.
This allocation reflects the firm's strategic approach to balancing risk, return, and cost
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of capital to achieve an optimal weighted average cost of capital (WACC), ensuring
long-term financial efficiency and sustainability.

Calculate the cost of each of the capital components?
(4 marks)

ii.  Calculate the Bob Sdn Bhd’s WACC?
(4 marks)

iii. ~ Explain which projects should Bob Sdn Bhd accept based on the above results
(2 marks)

b) The Gemilang Sdn Bhd's expected dividend D4 is RM 3:18. The growth rate is 16%
and its common stock now sells for RM 36. New stock can be sold to net RM 32.40 per

share.

i.  Calculate the Gemilang's cost of retained earnings, rs?

(3 marks)
ii.  Calculate the Gemilang's percentage flotation cost, F?
(3 marks)
ii.  Calculate the Gemilang’s cost of new common stock, re?
(4 marks)
c) Explain‘on how should the capital structure weighted used to calculate the WACC be
determined?
(5 marks)

[Total: 25 marks]
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Question 4
You are evaluating two independent investment projects, Project Alpha and Project Beta. Both
projects have a tenure of 5 years and a discount rate of 11%. Below are the details for the

projects:

Project Alpha: The project has an even annual cash flow of RM15,000 for 5 years. The initial
investment required is RM50,000.

Project Beta: The project requires an initial investment of RM70,000 and produces uneven
annual cash flows over the five years, with RM10,000 in the first year, RM15,000 in the second
year, RM20,000 in the third year, RM25,000 in the fourth year, and RM30,000 in the fifth year.

Using the provided information, proceed to evaluate the projects accordingly.

a) Calculate the payback period for both Project Alpha and Project Beta.
(6 marks)

b) Calculate the net present value (NPV) of each project using a discount rate of 11%.

(7 marks)
c) Calculate the profitability index (Pl) for.each project.

(4 marks)
d) Calculate the internal rate of return (IRR) for each project.

(5 marks)

e) Which project should you choose? Justify your decision based on your calculations.
(2 marks)

f)  Briefly explain why net present value (NPV) is considered the most reliable method for
evaluating capital budgeting projects.
(2 marks)
[Total: 25 marks]

END OF EXAMINATION 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 year n)]
e NPV =CF (PVIFAin)-10
e NPV=3%[CF (PVIFin)]-I10
e D1=Do(1+g)
¢ Vg =CP (PVIFA) + MV (PVIF)
e WACC = Sum of ([w] x cost of capital)
e NPV =sum of PV - CF0
e PBP=[(n-1)] + [(IO - sum of cash flow before n) / (cash flow of the year n)]
e V'B=AV+VB
e Vag = VA +(V*B - cost of acgn)
e Vas=VA+VB + AV
e Ki =YTM
e Ky =ki(1-tax)
e Kp=D/(MP-FC)
e Kre=[D1/ (MP)] +g
e Kws=[Di/ (MP-FC)] +g
e Vc/s = Dividend / k
e Vc/s = Dy/(k-g)
e Vc/s = [Di/(1+K)"] +.......+ [Do/ { (k-g)(1+K) }
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