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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 ONE (1) Section.

4. There are FIVE (5) Questions, 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 THIRTEEN (13) PAGES OF QUESTIONS, EXCLUDING THIS PAGE.
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SECTION A: (TOTAL 100 MARKS)

INSTRUCTION: Answer FOUR (4) question ONLY.
Please use the answer booklet provided.

Question 1

Al Eksen recently leased space in the South Klang Gate Mall and opened a new business, No
One Come (NOC). A furniture business for the elite. Business has been good, but Al Eksen
has frequently run out of cash. The has necessitated late payment on certain orders, which is
beginning to cause a problem with suppliers. Mr Ram, the owner of Al Eksen plans to borrow
from the bank to have cash ready as needed, but first he needs a forecast of just how much
she should borrow. Accordingly, she has asked you to prepare a cash budget for the critical

period around raya, when needs will be especially high.

The purchase is 50 percent from the sales and Mr Ram usuaily made purchases a month
before the sale occurs. Meanwhile for the payment for the purchase is made a month after the
purchases. The staff salary is RM 1,200 per person for each month and currently they have
5 staffs. Meanwhile, Mr Ram'is being charged RM 1,500 per month for the rent. In addition,
Mr Ram must make a tax payment consist of RM 4,500 at the end of each quarter. The current
cash on hand (on 1% October)} is RM 30,000, but Mr Ram agreed to maintain an minimum
bank balance of RM 15,000 — this is his target cash balance. The estimate sales as follows

Month | Expected Sales (RM)
August 10,000
September 2025 20,000
October 2025 30,000
November 2025 40,000
December 2025 50,000
January 2026 40,000

As for the collection of the credit sales is based on the following policy:
e B0% : 1 — month after sales

»  40% : 2 — months after sales
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Other budgeted expenses are as follows:

CONFIDENTIAL

ltems October November December
(RM) (RM) (RM)
Utilities 1,000 1000 1000
Insurance 600 600 600
Depreciation {equipments) 6,000 6,000 6,000
Interest 800 800 800

Additicnal information

» Rent, utilities, other operating costs, and interest are paid in the month incurred

s Loan for equipments are paid at RM 2,000 every months

» Semiannual bonus of RM 500 for each staff is scheduled to be paid in December.

Additional borrowing necessary to maintain that minimum balance. Interest on the borrowed

funds equals 12 percent per annum, or 1 percent per month, and is paid in the month following

the one in which funds are borrowed. You are required to prepare the restaurants cash budget

for the end of quarter 2025.
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Question 2

ASUS is one of the world's leading personal technology companies, producing innovative PCs
and mobile internet devices. A global Foriune 500 company, ASUS is the world's largest PC
vendor and fourth largest smartphone company.

ASUS brand came into existence only in 1989 in Taiwan. Today, ASUS is.a personal
technology company with more than 54,000 employees (including joint ventures) in more than
60 countries serving customers in more than 160 countries. In 1995, ASUS has become the
world's leading motherboard maker. ASUS has grown faster than the market for more than
four years while producing whether a PC, smartphone, tablet, server, workstation or storage,
ASUS makes the products that customers need for what we call the "PC+ world." ASUS owns
the greatest track record for innovation in the PC industry, consistently winning awards and

receiving rave reviews.

ASUS remains committed to innovation and will continue to leverage our history of
technological breakthroughs into new product categories that drive future growth. innovation
is how ASUS achieves competitive differentiation and drives new market opportunities, such
as mobile Internet, digital home and cloud computing. Therefore, to produce more latest
technology product ASUS need diversifying into a new product line. To diversify, the company
needs to raise fund. The company plans to issue new bonds and ordinary shares to raise
funds to invest in a new project costing RiM 4,000,000.
The company's present debt and equity as at 31 December 2022 are as follows:

RM
8% Bonds at par 6,600,000
Common shares at par 8,000,000
Preferred Share 400,000

The company information on the equity are as follows:
Par Value (RM) Dividend Payout (%}  Market Price (RM)
Common Share 1 50 10

The bonds (par value RM1,000 with 10 years' maturity) will be issued at RM 880. Floatation
costs on issuance of these bonds are nil. As for the preferred share, the company pay a fixed
dividend of RM 13 and currently price at RM 100. No floatation cost for preferred shares. The
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company has just paid a dividend of RM0.50 per share to ordinary shareholders. The dividend
is assumed to grow at a constant rate of 10% and the floatation cost on the issuance of

ordinary shares is 5% of market price.

The corporate tax rate is 26%. Samiis a recent MBA graduate, has been hired by the company
to finance Department. Sami had been asked by the Chief Finance Officer of the company to
prepare a report that answers the following questions. Help and advice Sami's cn the repori.

(a) You are required to help the Sami to determine the weighted average cost of capital
(WACC) if the company plan to underiake the project and wanted to raise the capital

using bond, common share and preferred share.

(12 marks)

(b) Since your are new in the company, the CFO asked you to find out the important of
WACC to the company. Justify to the CFO at least TWO (2) importants of WACC.

(6 marks)

{(c) The project is forecasted to generate a 6-year of cash flow amounted of RM 350,000

per year. Should the company undertake the project? Give your opinion on the matter.
(Use the WACC that you calculated in question (¢} as your discount rate}.
(7 marks)
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Question 3

CantikNyer Corporation, a leader in the beauty and skincare industry, has always prided itself
on innovation and forward-thinking strategies. As part of their long-term growth plan, the
company’s financial advisory feam has proposed exploring investment opportunities to
diversify their portfolio and create additional revenue streams. Among the proposed options is
a security KK and security BB, known for their potential to deliver varying rates of return. in
their monthly depariment meeting, the Chief Financial Officer has presented the details of two
potential investment; security KK and security BB and requested you as her subordinates to
carefully analyse the probabilities associated with its potential returns. The detailed report

showecasing the probability distribution of returns are as follows:

Security KK Security BB
Probability Return Probability Return
0.10 4% 0.15 6%
0.20 5% 0.30 9%
0.30 10% 0.40 10%
0.40 25% 0.15 15%

(a) Calculate the expected rate of return and the standard deviation on the investment of
security KK and security BB.

(20 marks)

(b) Help the CEQ by suggesting the most suitable investment for CantikNyer. Justify your
reasoning.
{5 marks)
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Question 4

SQL is considering two proposals to overhaul its network infrastructure. The first ane comes

from PUAWEI which require a RM 20 million upfront investment and will generate RM 20

million for SQL for the next three years. Meanwhile, for the second bid it comes from SISCO.

Under SISCO proposal, they requires a RM 100 million upfront investment and will generate

RM 60 million each year for three years.

(a)

(c)

(d)

If the cost of capital for this investment is 12%, calculate the Net Present Value (NPV)
for each proposal.
{6 marks)

SQL policy is only to accept the project if the payback period is lesser than 3 years.
Find out which project have should the chosen by SQL.
(4 marks)

Compute the Internal Rate of Return (IRR) for both proposal by using interpolation
techniques.
(10 marks)

Based on the findings above, which project should be SQL proceed with. Justify your
answer.
(5 marks)
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Question 5

Tak Nak and Tak Maw is planning fo building up their own plantation business, Maw Tak
Garden. Currently, what they have in mind is to plant Chilli and Cabbage. They estimate the
cost needed to pursue their dream is RM 550,000. Currently they only have 10 percent from
the cost needed in their saving account to cover up the capital. Tak Nak and Tak Maw decided
to approach Guarantee Get Money (GGM} to finance the rest of needed capital. After
reviewing their application and with their current financial position, Mr. En Tah Lee decided to
give only 80 percent from the requested amount with 8 percent interest per annum with THREE
(3) different repayment plans.
¢ Plan 1: Discounted Loan
o Pay all of the interest (8% per year) and principal in one lump sum at the end
of 5 years.
¢ Plan 2: Interest only Loan
o Pay interest at the rate of 8% per year for 4 years and then a final payment of
interest and principal at the end of the 5" year.
* Plan 3: Amortized Loan
o Pay 5 equal payments at the end of each year inclusive of interest and part of
the principal.
A bit confuse with all the repayment plan, they ask you to do some calculation and present to
them the result.

(a) Advise Tak Nak and Tak Maw the best repayment plan with appropriate justification
and illustration.
{15 marks)

(b) Tak Maw meet Mr En Tah Lee to choose the plan that being proposed by you.
Meanwhile you and Tak Nak have a meeting with Koperasi Usahawan Berjaya lslam
Selangor (KUBIS) to get the remaining capital for their business. Chief Financial Officer
impress with Tak enthusiasm, he then agreed with 1 percent interest per annum but
with a condition. Tak Nak have to repayment them back within 5 years. Compute the
yearly payment they have to pay to KUBIS every year.

(4 marks)
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(c) Apart from borrowing money from the bank, explain TWO (2} benefits of issuing bond
to Tak Nak and Tak Maw.

(6 marks)

END OF EXAMINATION PAPER
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FORMULA

e Depreciation = [Cost Salvage Value]/ n
¢ DPR =(Dividend / Net Income) x 100

o pv = pur x @)

e FVA=PMT (£2)

e E(R) =% (PxR)

e 0=¥YP((R-E(R))

e CV=ofr

e COVxxyr =Y (rxi - E(R)xx) {rvvi - E(R)vy} (Pi)
o E(R)p =wxxE(R)}xx + wyyE(R)yy
o Pxxyr = COVxx,yy/ {oxx)(OvY)
o D1=Do(1+g)

e Vg =CP (PVIFA) + MV (PVIF)

e WACC = Sum of {[w] x cost of capital)
e NPV =sum of PV - CF0

e VB=AV+VB

e Vas= VA +(V*B = cost of acqn)

e Vaz=VA+VB + AV

e« Ki =YTM

o Kag = ki(1-tax)

o Kps=D/(MP-FC)

o Kre=[D1/(MP)] +g

o Kns=[D1/ (MP-FC)] +g

¢ Vp/s = Dividend / k

¢ Vc/s = Di/(k-g)
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