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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 FIVE (5) Questions.

4. Answer FOUR (4) Questions ONLY.

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. Compound interest table and formula have been appended for your references.

THERE ARE TWELVE (12) PAGES OF QUESTIONS, INCLUDING THIS PAGE.
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INSTRUCTION: Answer FOUR (4) questions.

Please use the answer booklet provided.

Question 1

CONFIDENTIAL

Janjee Score has projected its sales for the first eight months of 2024 as follows:

MONTH TOTAL SALES (RM)
JANUARY 3,750,000
FEBRUARY 3,900,000

MARCH 3,975,000

APRIL 5,445,000

MAY 5,775,000
JUNE 5,670,000
JULY 5,850,000

AUGUST 6,200,000

The company generates 20% of its sales in cash, while 30% is collected in the following month,

and the remaining 50% is collected in the second month following the sales.

The purchases made by the company as follows:

MONTH TOTAL PURCHASES (RM)
JANUARY 2,340,000
FEBRUARY 2,385,000
MARCH 3,267,000
APRIL 3,465,000
MAY 3,402,000
JUNE 3,510,000
JULY 3,720,000
AUGUST 3,950,000

The payment for these purchases is made equally in the two months following the purchase.
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Additional information:

The company incurs a monthly expense of RM52,500 for wages and RM30,000 for
selling expenses.

The company makes tax repayments of RM45,000 at the beginning of each quarter
and spends RM60,000 per month on administrative expenses.

The company pays interest on its term loan of RM22,500 at the beginning of every
quarter.

In May 2024, the company will purchase a machine costing RM35,000 in cash and will
have a monthly depreciation of RM350.

The company has an ending balance of RM120,000 in March and /must maintain a
minimum balance of RM100,000 at all times.

Prepare a cash budget for Janjee Score the second quarter of 2024.

(25 marks)

Question 2

a)

b)

Malik and Ridzuan are saving for a future use and decide to put RM50 away in their
local bank every year for the next twenty-five years. The local Bank RST will pay them

7% on their account.

If Malik and Ridzuan put.the money in the account faithfully at the end of every
year, how much will they have in it at the end of twenty-five years?
(2 marks)
i Unfortunately, Malik had an accident in which he sustained head injuries after
only 10 years of savings. The medical bill has come to RM1000. Is there enough
in the rainy-day fund to cover it?
(4 marks)

Tyson is offering two repayment plans to Phillip for a long overdue loan. Offer 1 is a
visit from an enforcer and the debt due in full at once. Offer 2 is to pay back RM3,900
per year at 20% interest rate until Tyson pays off the loan principal. Phillip owes Tyson
RM15,000. How long will it take for Phillip to pay off the loan if he takes Offer 27

( 4 marks)
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c) Bank ABC offers to pay you a lump sum of RM20,000 after 5 years if you deposit
RM9,500 with them today. Bank XYZ, on the other hand, says that they will pay you a
lump sum of RM22,000 after 5 years if you deposit RM10,700 with them today. Which
offer should you accept, and why?

(5 marks)

d) Alya Zehra borrowed RM50,000 at a 5% annual rate of interest to be repaid over.3
years. The loan is amortized into 3 equal, annually, and the repayment made at the
end of the year.

i. Calculate the annual payment for this loan.
(2 marks)

i. Prepare a loan amortization schedule showing the interest and principal
breakdown of each of the three loan payments.
(6 marks)

i Explain why the interest portion of each payment declines with the passage
of time.

(2 marks)

Question 3

Rahman Berhad is a manufacturing firm looking to expand its operations due to increased
demand in the Southeast Asian region. After a strategic planning meeting, the board has
shortlisted two mutually exclusive investment projects, namely, Project Zenith and Project
Orion, that aimto automate production lines using smart manufacturing technology. The CFO

has asked your investment committee to assess both proposals.
Each project requires the same initial capital outlay and promises even annual cash flows over

five years. Due to internal funding limitations, only one project can be undertaken. The firm's

cost of capital is 13%. You are required to assess both projects using the following information:
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Details Project Zenith Project Orion
Initial Investment (RM) 250,000 250,000
Annual Cash Inflows (RM) 70,000 75,000
Project Duration 5 years 5 years

a) Compute the following capital budgeting indicators for both projects:

i. Payback Period (PB)

(4 marks)

i. NetPresent Value (NPV)

(5marks)
iii.  Internal Rate of Return (IRR)

(5 marks)
iv.  Profitability Index (PI)

(2 marks)

b) Provide justification for each indicator explaining the investment’s desirability.
(4 marks)

c) Based on your_analysis, recommend which project Rahman Berhad should invest in.
Justify your answer.
(2 marks)

d) Define the term 'Mutually Exclusive Projects' in the context of capital budgeting. Then,
briefly explain two reasons why conflicts may arise between NPV and IRR when ranking
such projects.

(3 marks)
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Question 4

The following information is related to Fa Ham Ke (FHK) Company as of 31st December 2024:

Issued share capital of FHK comprises with 1,000,000 ordinary shares. FHK is a quoted
company, and its current share price is RM250. The dividend paid for the current year
was RM40 per share and growth rate of annual dividend payment is 5%.

FHK has issued preference shares that consists of 500,000 preference shares and
annual dividend per share is RM25. The last traded price of a preference share was
RM250.

Irredeemable, non-quoted long-term borrowings of FHK were RM150 million with
annual interest rate of 17%. The company pays income tax at the rate of 28% per

annum on its profits.

Compute the following:

a)

b)

d)

Cost of ordinary share capital.

(4 marks)
Cost of preference share capital.
(3 marks)
Cost of debt.
(2 marks)
Weighted average cost of capital (WACC) of FHK.
(10 marks)

As a finance manager, explain any three (3) importance of cost of capital to the
company.
(6 marks)
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Question 5

Aiman is an individual investor in Malaysia who has recently received an inheritance of
RM500,000. He is considering investing this amount in the stock market but is uncertain about
the risk-return tradeoff. After consulting with a financial advisor, he has identified two potential

investment options:

Stock A Stock B
(Technology Sector) | (Consumer Goods Sector)
Expected Return 12% 8%
Standard Deviation 18% 10%

A and Stock Bis 0.3.

You are required to calculate:

a)  The expected return of the portfolio.
(5 marks)

b)  Calculate the risk (standard deviation) of the portfolio.
(8 marks)

c) Explain the difference between systematic and unsystematic risk. Provide examples

from Aiman’s case.

(6 marks)

d) Using the Capital Asset Pricing Model (CAPM), determine the required return for Stock
A if its beta is 1.2, the risk-free rate is 3%, and the market risk premium is 6%.

(3 marks)

e) Discuss whether Aiman should invest entirely in Stock A or Stock B, based on risk-

return trade-off principles.

(3 marks)

END OF QUESTION PAPER
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FORMULA

e FV=PV(FVIFin)
e PV=FV(PVIFin)
e FV =CFa (FVIFA 1)
e PV =CFa (PVIFA )
e n=In[PMT/(PMT =PV xr)]/In(1+r)
e i=(FV/PV)'M-1
e PB= IO
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 =Y [CF (PVIFin)] —10
e Pl =PV of future cash flow / Initial Investment
e d1=do(1 +g)
e ke=(d1/po)+g
e kp=d/po
e rd =ki(l-t)
e WACC = WeKe + WpKp + WdKd
e E(Rp) = (WA x E(RA)) + (wB x E(RB))
e 0p = V(WA20A2) + (WB20B2) + (2WwAWBpoAGCB)
e ERi= Rf+ Bi (ERm-Rf)
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