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8. Compund interest tables and formula have been appended for your reference.
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SECTION A: (TOTAL 100 MARKS)

INSTRUCTION: Answer All questions.
Please use the answer booklet provided.

Question 1

UniKL Resources Sdn Bhd. (URSB) is a private arm for UniKL. They have been approached with FOUR
(4) projects with promising return. Even though their main business is trading but not limited to other kind
of business as well. Apparently, their additional budget request amounted RM 2,000,000 for this year is
approved with some condition. The condition is that the extra fund given to them must be invest to any
business or project that generate profitable income which at least must be more than 12%. Another
additional condition lay by the fund provider is that the project must be able to repay back the capital
within 4 years or else the project shall be rejected and will not proceed to the next evaluation.

Hearing this, your department lay down all the projects that proposed earlier that year to be analyse. The
first project is Floating Solar Farm which will be located at Serendah, Selangor. The initial investment
needed for this project is RM 1,300,000. The lifespan of this project is expected to be 10 to 15 years.

Meanwhile the second project is Battery Energy Storage System (BESS) which is still new in Malaysia
but rapidly growing to support the nation's 70% renewable energy target by 2050, focusing on grid
stability, peak shaving, and solar energy storage. Estimated cost to run this project is RM 1,500,000 and
the life span of this BESS is up to 13 years before the battery starts to deteriorate to 80%.

As for the third project, Musang King Contract Farming (MK). The life span for this project is quite long
compared to the other project. The most interesting part of this contract farming is there are already 3
ready buyers from China that will buy all the fruits from this farm. Once the fruits can be harvest, it will
be directly export to China. The cost of this project is RM 1,200,000.

Aircraft Repair Station (ARS) is the last project that is being proposed to them this year by UnikL MIAT.
The cost of setting up this repair station is quite high since it needs an extra hangar bay and have to
follow a very strict rule by the FAA regulation. The cost is estimated to be RM 2,000,000. This project is
to fill the need by the private sector to repair the privately owned aircraft.
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Below is the other information needed for your evaluation before you can decide which project should
URSB proceed with.

SOLAR | BESS MK ARS

CF1 | 350,000 | 200,000 0 150,000
CF2 | 350,000 | 300,000 | 100,000 | 250,000
CF3 | 350,000 | 500,000 | 350,000 | 250,000
CF4 | 350,000 | 600,000 : 350,000 | 500,000
CF5 | 350,000 | 800,000 | 400,000 | 500,000

Based on the date given above, your team have to decide which project is suitable for URSB to fulfill the
term and conditions laid by the funder.

(a) You are required to evaluate the business using:
(16 marks)

i.  Payback Period and determine the company that able to proceed to the next stage of
valuation.
ii.  NetPresent Value

(s} Based on the data that you have calculated, determine the project that is suitable for the URSB
to pursue. Defend your answer with suitable justification.

(7 marks)

(c) Your higher up needs to know the exact percentage of returns from the project that your team
has chosen. Compute the approximate return by using interpolation technique.

(7 marks)

[TOTAL MARKS: 30 MARKS]
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Question 2

Amirul Bakhtiar Skin Care Solution, 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 team has proposed exploring investment opportunities to diversify their portfolio and

create additional revenue streams.

Among the proposed options is a Stock Pasti Cantik (PC), Stock Nin Dia (ND) and Bond Susuk Emas
(SE), known for their potential to deliver varying rates of return. in their monthly department meeting, the
Chief Financial Officer (CFO) presented the details of three potential investments; Stock PC, Stock ND
and Bond SE and requested you as her subordinates to carefully analyze the probabilities associated

with its potential returns.

The detailed report showcasing the probability of distribution of returns is as follows:

State of N Stock PC { Stock ND Bond SE
Probability (p) |- : :
Economy : Return {r) Return {r) Return {r)
Booming 0.35 15% 25% 6%
Stable 0.50 8% 10% 6%
Recession 0.15 - 10% -13% 6%

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

(18 marks)

(b) Help the CFO by suggesting the most suitable investment for Amirul Bakhtiar Skin Care Solution.
Justify your reasoning.

(7 marks)

[TOTAL MARKS: 25 MARKS]
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Question 3

Bergegar Corp is not a new name is frozen meat business especially burger patty. Business is doing
well but currently experiencing stagnant growth, which for a business is not good. The business
development department is planning to introduce a new line of products into the market, a frozen Sata.
The department expects with the new line of products, the sales will be forecasted to increase by 20
percent by next year. '

The idea of new product is fully supported by the board members and requires the department to plan
properly for this new product. The company had historically used little planning for investment needs.
The board members request the business development team to consuit with the finance department
about whether the company requires some additional financing or not for the upcoming new product.
Below are the recent financial statements for Bergegar Sdn Bhd.

BerGeGar Corp
2025 Income Statement
RM
Sales 929,000
Costs - 723,000
Other Expenses - 18,000
EBIT 187,000
Interest Expense - 14,000
Taxable Income 173,000
Taxes (35%) - 60,550
Net Income 112,450
Dividends 33,735
Retained Earnings 78,715
BerGeGar Corp
Balance Sheet as of December 31,2025
Assets RM Liabilities RM
Current Assets Current Assets
Cash 25,300 Account Payable 68,000
Accounts Receivabl 40,700 Notes Payables 17,000
Inventories 86,900 Total Current Libilities 85,000
Total Current Assets 152,900 Long-Term Debt 158,000
Net Plant and Equipement 413,000 Stockholders' Equity
Cormmon Stock plus additional paid-in
capital 140,000
Retained Earning 182,900
. Total 322,900
Totat Assets ' 565,900 Total Liabilites and Equity 565,900
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Interest expenses will remain constant; the tax rate and the dividend payout ratio will also remain

constant. Cost, other expenses, current asset, and account payable increase spontaneously with sales.

(@)

(b)

(c)

if the firm is operating at its full capacity and no new debt or equity is issued, compute the external
fund needed {if any) to support the 20 percent growth in sales. Show you working by constructing
a pro-form financial statement for the year 2026.

(15 marks)

Determine the internal growth rate the company can growth without relying on any external

funding. Comment on your finding.
(4 marks)

Mr Hao Ah You personally disagree with the idea from Mr Hao Do You of issuing bond in raising
the capital. He prefers to borrow money directly from the bank. As an ex-banker, you stand with
your option by issuing bond is much better than borrowing money from the bank. Defend your
argument by giving TWO (2) valid reasons with explanation.

(6 marks)

[TOTAL MARKS: 25 MARKS]
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Question 4

Bertayar Bhd is a listed company in the automotive industry which is more focusing on making tyres. The

company are currently developing a new type of tyre that will expand the longevity of the tyre by 20%

and save the environment.

The cost for its Research and Development (RnD) amounted to RM 1 million. Before proceeding with the

Rnd, the company are trying to compute the cost of capital. Assume that you are an assistant to Ms Bao

Kern Ching, the financial vice president. Your first task is to estimate Bertayar' cost of capital. Ms Bao

has provided you with the following data, which he believes may be relevant to your task.

The firmy's tax rate is 30 per cent.

Bertayar's wants to raise a debt as part of the capital. Since the government is trying to promote
sustainability and green technology, there will be no commission fees being charged. The
company currently has an 8% coupon rate, AA-rated, non-callable, redeemable bond issue
outstanding, which pays interest annuaily, will mature in 17 years, has a RM1,000 face value, and
is currently trading at RM1,075.

Bertayar's will also be issuing new preferred stock worth RM 1 million. They will pay a dividend of
RM 4 per share, which has a market price of RM 40. The floatation cost on preferred will amount
to RM 2 per share.

Bertayar's common stock is trading at RM 45.57, and its dividends are expected to grow at a
constant rate of 6%. The company paid a dividend last year of RM 2.27. If the company issues
new stock they will have to pay a floatation cost per share equal to 5 percent of the selling price.
Bertayar's target capital structure is 38 percent debt, 14 percent preferred stock, and 48 percent

common equity.

You are required to

(a)

(0)

(c)

Compute the cost of capital for each of the capital component if the company want to issue
new preferred share and common share.
(9 marks)

Calculate the Weightage Average Cost of Capital for Bertayar Bhd.
(3 marks)

From your findings in (b), advise the company whether they should proceed or not with the
project if the incremental cash flow from the project is RM 400,000 for 10 years with a cost of
RM 4,000,000. Justify your findings with suitable explanation.
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{5 marks)

(d) The manager is quite impressed with your work and asks you to summarize your work by
explaining ONE (1) reason knowing WACC is crucial o the company development.

(3 marks)

[TOTAL MARKS: 20 MARKS]

END OF QUESTION PAPER
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FORMULA

e FV, =PV (140"
FVp

.
|
S

T
e FV, =CF X {(1—?3——1}
. FV?'1 =PI"JTXFVIFA,;‘,1

ot =(2) it~ i

e PV, = PMT X PVIFA,

o FVA, =CF, X {(1%%“;1} X (1+71)

o FVA, = PMT(FVIFA ;»)(1 +71)

s P =(Crﬁ)x{1_(1jr)n}x(1+’")
e PVA, =PMT X (PVIFA ;»)(1+7)

e CF =(PVox7) + {1- (1:.,,)71}

o PVIFAy, =PMT X3

¢ DPR = (Dividend / Net Income) x 100
e DPS = Dividend / Number of Shares Outstanding
e E(R) =3 (PxR)

e« 0=NYP{R-E(R))?

s CV=olr

o COVixyy =¥ (nxi - E(R)xx) (rvvi - E(R)yv) (Pi)
e ER)p =wxxE(Rxx + wryE(R)vy

o Pxxyr = COVxx,yy/ (oxx){Ovy)

e D1=Do(1+g)

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

» WACC = Sum of (Jw] x cost of capital)
e Kps=D/(MP-FC)

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

e Knes=[D1/ (MP-FC)] +¢g

F-P

C__
e« YTM= 72
=z

NPVa

s Approx.IRR=ra+ NPVa-NPVD

X(rb—ra)
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