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QUESTION 1

BerGetar Corporation is a well-known company that focusing on meat patty. Their have run
their business for the past 20 years and become the leader in burger business. BerGetar is
developing a cash budget for this coming first quarter of 2027. BerGetar’s sales in November
2026 and December 2026 were RM 100,000 and RM 200,000, respectively.

BerGetar estimated that with their new product that going fo be launch early January, it will
their sales. Below are the forecasted sales for the first quarter of 2027.

Table 1: Forecast Sales for the year 2027
Month Forecast Sales (RM)
January | 300,000

February | 400,000

March 500,000

April 650,000

The finance manager, Mr.. Deep Sheet comes out with a new policy for the collection
department. This policy is made to reduce the default risk and hopefully can help the company
cash flow in the future. The collection department must collect 20 percent from the sales as
deposit (cash), 50 percent from sales shall be collected 1 month after the sales and the
remaining is collected 2 months after the sales being made. The company manage to secure
a grant of RM 300,000 from the government and will receive it in January 2027.

As for the purchases, the company practice purchasing the raw material 1 month before the
sales occurred. The company’s purchases are 70 percent of sales. Of this amount, 10 percent
is paid in cash in the month of purchase, 40 percent is paid 1 month after following month of
purchase and the remaining 50 percent is paid 2 months following month of purchase. The

rental is RM 15,000 and it is expected to increase by 10 percent in 2027.
The company is not planning to give any increment for the year 2027 and it shall remain the

same as 2026 which is RM 100,000 every month. Taxes of RM 35,000 must be paid every
end of each guarter.
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The company will be buying new packaging machine costing RM 60,000 and paid in January
which going to replace the old machine. The old machine will be sold and expected to receive
the money RM 30,000 on January. Quarterly interest payment of 10 percent on RM 600,000
Joan is due in April. The corporation start it new year with a beginning balance of RM 100,000
and wishes to maintain a reserves for unexpected needs, a minimum cash balance of RM
100,000.

If the month cash balance below that the minimum amount, the company can borrow from Pin
Jam LG Bank. Borrowing takes place at the beginning of the month in which the funds are
needed. 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. In other words, interest
on funds borrowed in January will be paid in February, equal to 1 percent of the lean amount

outstanding during January.

(a) Prepare a cash budget for the first guarter of 2027.
(24 marks)

{b) Analyse the cash budget that you have prepared in question (a) and suggest THREE
(3) way the company should do to improve it cash flow position.

(6 marks)

[TOTAL: 30 MARKS]
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QUESTION 2

RadiantGlow Sdn Bhd, a fast-growing skincare company in Malaysia, has recently
accumulated surplus cash from its strong sales performance over the past three years. The
company’s management is now exploring investment opportunities to diversify its income

streams while maintaining financial stability.

During a recent board meeting, the Chief Financial Officer (CFO) proposed three potential
investment options: two equity securities and one bond instrument. The first option, Stock
Alpha, is considered a high-growth stock but is known to be sensitive to economic fluctuations.
The second option, Stock Beta, offers moderate growth with relatively lower volatility. The third
option, Bond Gamma, provides a fixed return and is viewed as a safer alternative, particularly
during economic downturns.The finance team conducted a market analysis and developed
the following projections based on possible economic conditions for the coming year:
« In a booming economy, Stock Alpha is expected to generate 18%, Stock Beta 12%,
and Bond Gamma 5%.
e Under stable conditions, Stock Alpha may return 10%, Stock Beta 8%, and Bond
Gamma 5%.
» In the event of a recession, Stock Alpha could decline by 12%, Stock Beta may fall by

6%, whereas Bond Gamma still maintains 5%.

The probabilities of each economic condition are:
= Booming: 30%
e Stable: 50%

+ Recession: 20%

Required:
(a) Calculate the expected return and standard deviation for Stock Alpha and Stock Beta.
(18 marks)

(b) Based on your analysis, advise the CFO on the most suitable investment option among
Stock Alpha, Stock Beta, and Bond Gamma. Justify your answer using risk-return
concepts.

(7 marks)

[TOTAL: 25 MARKS]
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QUESTION 3

Lagenda Roti Sdn. Bhd. is a family-owned artisan bakery business established in Ipoh, Perak.
Having successfully operated three retail outlets for eight years, the founders are now planning
to expand operations by setting up a central production hub that will supply freshly baked
goods to all their outlets and a growing number of corporate catering clients. The founders,
Encik Hazwan and Puan Shida, have approached MayaTrust Bank for a business grant to
fund the project.

To qualify for the grant, Lagenda Roti must demonstrate that the project is financially viable.
Encik Hazwan has engaged you, a financial consultant, to analyse the investment. After
detailed research, you have compiled the following cost and income projections for a 5-year

project:
Tabie 1: Costing Information
No. | lfem Amount (RM) Remarks
1 Commercial oven and baking 480,000 One-off capital investment
equipment
2 Factory rental 60,000 per year 5-year lease
3 Salaries — 5 production staff (RM 150,000 per year 5 years
30,000 each per year)
4 Annual utilities and maintenance 24,000 per year 5 years

The projected annual net cash inflows from the central production hub for 5 years are as
follows:

Table 2: Projected Annual Net Cash Inflow

Year | Expected Cash Inflow (RM)
180,000
250,000
380,000
460,000
530,000

o ||| =

Encik Hazwan informs you that the grant committee will only approve the project if the payback
period does not exceed 4.5 years, and if the NPV is positive at a discount rate of 8 percent.
He has also requested that you calculate the IRR using the interpolation technique to further
strengthen the grant proposal.

EAB21803_FINANCE 1 Page 4 of 12




MARCH 2026 CONFIDENTIAL

(@) Calculate the total initial investment (capital outlay) required for this project.
(5 marks)

(b)  Calculate the Payback Period for this project. State whether the project meets the grant
committee's requirements and whether Lagenda Roti should proceed.
(8 marks)

(c) Calculate the Net Present Value (NPV) of this project at a discount rate of 8%. Based
on the NPV result, should the grant committee approve the project?
(7 marks)

(d) Calculate the Internal Rate of Return (IRR) of this project using the interpolation
technique. Use 8% as the lower rate and 15% as the higher rate. Based on your IRR
result, should the project be accepted?

(5 marks)

[TOTAL: 25 MARKS]
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QUESTION 4

Impian Bina Berhad is a property development company headquartered in Shah Alam,
Selangor. The company has been in operation for 18 years and has successfully completed
over 30 residential and commercial development projects across the country. Following a
strategic board meeting, the Managing Director, Dato' Irwan Shafigin, has announced the
company's plan to expand into sustainable township development in Negeri Sembilan,
targeting both affordable and mid-range housing segments.

Before proceeding with the expansion, the Board of Directors has instructed the Chief
Financial Officer (CFO), Ms. Liana Khairun, to present a comprehensive analysis of the
company's current Weighted Average Cost of Capital (WACC). This will serve as the
benchmark discount rate for evaluating the new project. Ms. Liana has gathered the following

capital structure information:

Bonds:

Impian Bina has 1,200 units of outstanding bonds with a par value of RM 1,000 each. The
bonds are currently trading at RM 950 in the open market. Each bond has 10 years remaining
to maturity and pays a coupon rate of 9% per annum, on a semi-annual basis. The company's
effective tax rate is 25%.

Preferred Stock:

The company has 400,000 units of outstanding preferred shares. Each preferred share pays
an annual dividend of RM 1.50 and is currently priced at RM 18.00 per share in the market.
The flotation cost is RM 0.50 per share. ‘

Common Stock:

Impian Bina has 200,000 units of outstanding common shares, currently frading at RM 32.00
per share. The company paid a dividend of RM 2.80 per share last year. Dividends are
expected to grow at a constant rate of 6% per annum.The expansion project under
consideration requires an initial investment of RM 3,500,000 and is expected to generate net
cash inflows of RM 520,000 per year for 12 years.

(@) Calculate the after-tax cost of debt (Kd), cost of preferred stock (Kps), and cost of

common equity (Ke) for Impian Bina Berhad.
(9 marks)
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(b) Calculate the market value of each capital component.

(4 marks)
(©) Determine the weighted proportion (Wd, Wps, We) of each in the total capital structure.

(4 marks)
{(d) Calculate the Weighted Average Cost of Capital (WACC) for Impian Bina Berhad.

{3 marks)

[TOTAL: 20 MARKS]

END OF EXAMINATION PAPER
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FORMULA
o FU =PV (1+D"
. Py = FV,
n (14"

o FV, =CF x {94’(3—_1}
o FV, = PMT x FVIFA,,

— (th S
o PV =()x{1- &)

o PV, = PMT X PVIFA,,

o FVA, =CF, X {“*(:;”"1] X (1+7)

e FVA, = PMT(FVIFA;, )(1+7)

o P ={(2)x{1- ﬁ)-;}x(1+r)

o PVA, = PMT X (PVIFA ;z )(1+71)

e CF =(PVpx7) + {1- H:r—)]

o PVIFA, =PMT X3

¢ DPR = (Dividend / Net income) x 100

e DPS = Dividend / Number of Shares Outstanding
« ER) =X (PxR)

e o=Y3YP(R-E(R))?

o CV=ofr

o COVxxyr =3 (pxi - E(R)xx) (rvvi - E(R)yy) (Pi)
o E(R)p =wxxERxx +wyyE(R)vy

e  Pxxyy = COVxx,yy ! (Oxx)(oYY)

e Di1=Do(1+g)

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

e WACC = Sum of (Jw] x cost of capital)

e Kps=D/(MP-FC)

¢ Kre=[D1/(MP)] +g

J Kncs=[Djl(MP-FC)]+g

c+222
YTM = —pi

2z

NPVa

Approx. IRR =ra + NPVa— NPVD

X(b—ra
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