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2. This question paper is printed on both sides of the paper. \(_J(J

3. This questlo&paper consists of TWO (2) seck@'l Section A and Sectlon@f
4. Answer AL&UGSHOHS in Section A. For %)éétlon B, answer any THRE@X3) questions.
5. Please _ﬁﬂte your answers on the answay booklet provided.
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6. All q{t\:\gstlons must be answered in @Ilsh (any other language is not allowed).
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Finance fugftions in a two-parameter world sk and return. Define risk and return @'..\a
financial sg'nse and discuss how these twostpncepts are "joined at the hip." Q.Y.
> Q.
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Exphin what is meant by cash conversion cycle? Explain three components in the cash
conversion cycle. Y
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Describe one advantage and one disadvantage that is unique for each of the following
capital budgeting evaluation techniques:

At
Q
(a) Payback period 00
(b) Net present value A )
(c) Internal ratgof return OQ &
3 © @‘Z. (9 marks)
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Y
OQ

Ameiiiiis considering to buy the ordiniry shares of Asset A or Asset B QSS!(sset C. The

poss@e returns for all the three as# next year are as follows: Q-}
O 'y
“ , Y
& L o
- i b
‘1} State of Probagﬁty Return on Retum on® | Return on
§ Economy Q% Asset A Asset B Asset C
O N Boom .35 0.040 0.210 0.300
Normal .50 0.040 0.080 0.200
Recession 15 0.040 -0.010 -0.260 d\
9)
)
REQUIRED: A L
| 5) v
X ¢ TR
8 Q
& ¥ v
(a) culate the expected return c@each asset?
:\UJ ; Q.?- {7 marks)
& , Q
(b) O?Calculate the variance of ggrh asset?
) )
’\(? £ (8 marks)
o N
(c) Calculate the standard deviation of each asset? OQ
@ ‘r_ral(é}rks)
A
(d)  Which assgt would Amelia choose? Why? =\ &
Q8 %
20 © %
9 Q ({o (3 marks)
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Sierramas Sdn Bhd is considering three mutually exclusive projects. The initial outlays and
after-tax cash flows of the three projects are given as below:

Y
, Project A Project B Projeg’t Cc
Year/ RM A RM _~\"RM
Initial dutlay (270 000) QQ (280 000) w@9!‘1 000}
by . Fad -
A 55000 , VY 800 Ny
& 1 5 00 & 0
g 2 65 09{;\;\ 80000 N 0
2 3 75 80 000 0
03 4 %00 80 000 0
e v Ay
® 5 90 000 80 000 415000 Q
& O
~ %
The firm’s cost of capital is 12%. \
Y
S\ 'y
) Q QS
Required: O Lo}
9 A
g Y,
A G
(a) Calculate the@ayback period for @h of the project.
S (gz- (3 marks}
© & '
(b) Calculat?;ﬁhe net present valug' (NPV) for each of the project.
o (10 marks)
3 9
(c) Calcufafe the internal rate of return (IRR) for project B. O
~ (s:\marks)
&
(d) Which project would you choose? Why? A ({3-
8. ,@(2 marks)
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Throneterra Sdn Bhd is having problem with its furnace system during operations. As a
solution, the company is planning to replace the furnace coil which would cost RM
1,800,000. Miss. Sarra, the vice president of finance, has asked you to calculaﬁékthe firm's

cost of capital to be used in the capital budgetir}aldecision. O
X\ R
Q | O
& v &
For this reaggn, the firm can: J:-D A
kY R o

& Lol N
i. i&gﬁe common stocks for R %.50 per share before underwriting costs of RM1.10

\@er share. The dividend pehﬂ last year was RM1.25 per share and is expected to

"grow at a constant rate of 6% a year.

i issue 12% preferred stock, for RM110; net RM98. The par value of the preferred;f\

stock is RM100. (JO
, N
Y
jii. sell RM1,000 par value bonds with 11% -anfual coupon rate and 10 years lfg'turity.
The bonds can be sold for RM 860 each §hd floatation costs of 1% of th&par value

will be ingurred. The bonds will mature,at RM1020 each and the firm"y tax rate is

28%. & &
O X
© &

iv. The(f!fm’s capital structure whic@?considered optimal is as follows:

C%Jm}non Stock RM 6,000,000

@ained Earnings RM 600,000

Pteferred stock RM 3,000,000

Debentures RM 2,400,000 Q

)
A\ ¢
R 5
REQUIRED: 9! &
a) Calculate the component cost of capital for: 12 fb@
A & N
. n@s debt L'y
L@
i nQe)w referred stock ’S’
R M ~

iii. {‘}-* internal equity

ivfg\“ new common sfock

~ (14 marks)
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b) Determine the maximum amount of capital expenditure that the company can
undertake without issuing new common stock.

(3 marks)
&
) Calculate the weighted average cost of capital 00
A 02 (3 marks)
3 &
® &
o &
N

Ws‘rllderful Plastics Sdn. Bhd. is a company that manufactures plastic goods. BeIQ_w are the

selected income statement and balance sheet items, for the year 2015: O
N
A\ -\
Q R
& Wonderful Rfastics Sdn. Bhd. &
.y (S) Selected I?‘ me Statement Items, 20‘1\5‘:\,b
& & Ny
= Cash Sales @
(D ash Sales (b\ RM 1,500,000
& Credit Salesy RM 7,500,000
Q Total Sales + RM 9,000,000
~ CoGs RM 6,000,000 N
S
b L
©
Y(g:a
N &
Wonderful Plasti@ Sdn. Bhd. &
a Selected Balance Shéét Accounts, 2015 N
N
g &
N %  12/31/2015 12/31/2014 Change
\'(Q\J Accounts Receivabllg\d RM 270,000 RM 240,000 RM 30,000
(§;‘ Inventory v RM 125,000 RM 100,000 RM 25,000
\'7 Accounts Payable RM 110,000 RM 90,'000 RM 20,000
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Using the information provided above and assuming that there are 365 days in a year,

calculate the:

(@)  Average inventory for the year

A
L
(b) Im(éatory turnover AY
O o Q
3 &
&
(c) Q,Y'Average production cyclg‘\("’
,@ a3
O X

(d) Average accounts reﬁvable
N
(e) Accounts receivabie turover

H Collection cycle
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