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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. Answer all questions in English language ONLY.

7. This question paper must not he removéd from the examination hall.

8. Compound interest table and formula has been appended for your reference.

THERE ARE TEN (10) PAGES OF QUESTIONS, EXCLUDING THIS PAGE.
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INSTRUCTION: Answer FOUR (4) questions.

Please use the answer bookiet provided.

Question 1
The following information is related to Jan Jee Pass (JJP) Limited as at 31st December 2024:

e Assume that JJP Limited issues bond at RM1,000, 10 percent, 15-year-old bond with
net proceed are RM 980. The tax rate is 35%.

o JJP Limited has preferred stock that pays a RM8 dividend per share and sells for RM88
per share in the market. The flotation {or underwriting) cost is 2%.

e Suppose JJP Limited just paid a dividend of RM0.28 for ordinary shares. It is expected
to increase its dividend by 2.8% per yearon a constant growth. The market price of
JJP’s stock is RM2.88.

(a) Compute weighted average cost of capital (WACC) of JUP Limited if the market values
of JJP Limited ordinary shares, preferred stock, and bond were RM28,888 million,
RM388 million, and RM48,080 million, respectively.

(20 marks)

(b) Discuss what will happen to JJP Limited if the firm is failed to earn the return at the
expected rate.

(5 marks)

[TOTAL: 25 MARKS]
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Question 2

You are required to prepare the cash budget statement for Ree Sau Ker for the third quarter

of 2024. The company's projected sales and purchases are as follows: Prepare

Mac 2,800 | 1,800

April 3,800 2,800
May 4,800 3,800
June 5,800 4,800
July 6,800 5,800
August 7,800 6,800
September 8,800 7,800
October 9,800 8,800
November 10,800 9,800
December 11,800 10,800

Cash sales are 30% of the current month’s sales, while 70% of them were sold on credit. For

credit sales, 40% of it will be collected in the next month éfter sales and 60% will be collected

two-month after the sales. The payment on purchases will be made one month after purchases.

Additional information (in Million):

i.
ii.
iii.
iv.

V.

vi.

vil.

Rentals are RM280 per month.

Utilities expenses wilt be 2% of monthly sales.

Salaries and wages are RM48 per month.

The purchase of new asset costing RM380 will be made in the month of September.
Cash dividends of RM188 from an investment will be received in the first month of third
quarter.

Ending cash balance of the company in June is RM580.

The cash balance that the company intends to hold every month is RM300.

EIB10603 FINANCE 1 Page 2 of 10
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Question 3

CONFIDENTIAL

[TOTAL: 25 MARKS]

In 2024, Keren Bangat has invested in two major stocks, Stock Zeze and Stock Gege. At the

end of year, Keren Bangat wants to assess their performance.

STATE OF STOCK ZEZE STOCK GEGE
ECONOMY RETURN PROBABILITY RETURN PROBABILITY
(Ri) (P) (R) (PD)
Recession -5% 0.2 2% 0.3
Normal 12% 0.3 20% 0.4
Prosperity 30% 05 45% 0.3

From the table above:

(a) Calculate each stock’s expected return, 7.

(b)

Identify which stock appears to have the greatest return?

(6 marks)

(1 marks)

(c) Calculate the standard deviation, o, for each stock. Determine which stock

appears to have the greatest risk?

(10 marks)

(d) -Calculate the portfolio expected returns for stock Zeze and stock Gege. Assuming

the portfolio have equal investment.

(4 marks)

(e) Discuss in your own words the reason some of the risk is diversifiable and some is

not. Provide example to support your opinion.

EIB10603 FINANCE 1

(4 marks)

[TOTAL MARKS: 25 MARKS]
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Question 4

As the financial manager of NorthStar Bhd, you are evaluating two mutually exclusive
investment projects. The company's required rate of return is 11% per annum. Each project
has a lifetime of 5 years. For each project, calculate the requested. capital budgeting metrics
and recommend which project to accept.

Option A: Project Aurcra
Initial outlay = RM 220,000.00
Cash inflows (Years 1-5) = RM 60,000.00, 70,000.00, 80,000.00, 50,000.00, 40,000.00.

Option B: Project Borealis
initial outlay = RM 200,000.00
Cash inflows (Years 1-5) = RM 40,000.00, 50,000.00, 60,000.00, 70,000.00, 90,000.00.

As the financial manager, you are required to:

(a) Calculate the payback period for Project Aurora and Project Borealis.
(4 marks)

(b} Calculate the net present value (NPV)for both projects using the company's cost of capital.

(6 marks)
(c) Calculate the profitability index (PI) for both projects.
(4 marks)
(d) Calculate the internal rate of return (IRR) for both projects.
(4 marks)
(e) Determine which project NorthStar Ltd. should invest in. Justify your answer.
{4 marks)

(f) Explain two (2) disadvantages of using the payback period in capital budgeting decisions.
(3 marks)

EIB10603 FINANCE 1 Page 4 of 10
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[TOTAL MARKS: 25 MARKS]
Question 5
(a) Ms. Siti is offered two options by a pension fund with a discount rate 6% per annum, when

she retires immediately:

Option A: A lump-sum payment of RM 220,000 today. -
Option B: An annual payment of RM 42,000 every end of each year for 7 years.

i. Compute the present value of Option B using PVIFA.

(4 marks)

ii. Which option should Siti choose if she is financially rational? Show calculations and
justify.

{4 marks)

iii. Explain one non-financial factor that Siti should consider and how it might change the
decision.
(2 marks)

(b) Quantum Trading needs to borrow RM 120,000 to expand operations. The bank offers a
5-year loan at 8% p.a. with annual repayments.

i.  Calculate the annual repayment using PVIFA.
(3 marks)
ii. Prepare the loan amortisation schedule for Years 1-3 showing opening balance,
interest, repayment, and closing balance.
(6 marks)

iii.  Afterseeing Year 3 figures, management considers refinancing if outstanding balance
is greaterthan RM 60,000. Calculate the outstanding balance after Year 3 and advise.
(2 marks)

(c) Explain the Time Value of Money (TVM) by providing the theoretical definition and the
mathematical relationship between present value and future value.
(4 marks)

[TOTAL MARKS: 25 MARKS]
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END OF QUESTION PAPER
FORMULA

o FV=PV(FVIFia)
e PV=FV(PVIFin)
o FV=CFa (FVIFA;,)
o PV =CFa (PVIFA )
o n=ln[PMT/(PMT-=PVxr)]/In{1+r)
o i=(FV/PV)"M-1
e« PB= 10
Ann CF
s PBP =[(n-1)] + [(IO - sum of cash flow before n) / (cash flow of the year n)]
e NPV =CF (PVIFAin)-10 '
e NPV=FI[CF(PVIFin) —10
e Pl =PV of future cash flow / Initial Investment
e d1=do(1+g9)
e ke=(d1/po)+g
s Kkp=d/po
o rd =ki(l-t)
e WACC = WeKe + WpKp + WdKd
= E(Rp)=(wA x E(RA)) + (WB x E(RB))
e op= (WwAZ0A?) + (WB%0B?) + (2:wA-wB-pAB-0A-0B)
e FERi= Rf+ Bi(ERm-R()

EIB10603 FINANCE 1 Page 6 of 10
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