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Answer ALL questions on the separate sheet provided.                                     [100 marks] 

1. a) The Faiz Corporation is considering replacing a hand operated assembly machine 
with a fully automated assembly operation. Information regarding the company is as 
follows: 
 

Old Machines 
Salary  RM25000 
Cost of Maintenance RM2000 per year 
Cost of defects RM6000 per year 
Cost of Machines RM50000 
Excepted life 10 YEARS 
Age 5 YEARS 
Expected salvage value RM0 
Depreciation method Simplified straight line over 10 

years; RM5000 per year 
Current salvage value RM5000 
Tax rate 25% 

 
New Machine 

Fully automated machine No operator required 
Cost of machine RM60000 
Cost of installation RM3000 
Cost of shipping RM3000 
Cost of maintenance  RM3000 
Cost of defect RM3000 
Expected life 5 years 
Salvage value RM20000 
Depreciation method Simplified straight line over 5 years 
Inventory RM4000 
Investment tax allowance 10% 

 
Required rate of return is 15%. 
Calculate the followings: 

     
  i) Initial Outlay. (4 marks) 
     
  ii) Differential cash flow  (6 marks) 
     
  iii) Terminal cashflow (6 marks) 
     
  iv) Net present value (NPV) (2 marks) 
     
  v) Profitability index (2 marks) 
     
  vi) Determine should the proposed project be accepted. State your reason. 
    (3 marks) 
     
     
 b) State the decision rule used to accept or reject an investment proposal under the 

following methods of analysis:  
     
  i) Internal Rate of Return Method (IRR) (2 marks) 
   Total: [25 marks] 
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2. a) Sales RM760,000 
Depreciation Expenses RM30,000 
Cost of Goods Sold RM465,000 
Cash RM550,000 
Inventory RM100,000 
Prepaid Rent RM20,000 
Account payable  RM45,300 
Current Liabilities RM84,000 
Account receivable RM89,000 

 
Selected financial information from Maria Jones Berhad, for the end of the year 1 is 
reproduced as above. 

     
  i) Calculate the account receivable collection period (3 marks) 
     
  ii) Calculate the inventories holding period (3 marks) 
     
  iii) Determine operating cycle (2 marks) 
     
  iv) Calculate accounts payable payment period (3 marks) 
     
  v) Determine the cash conversion cycle. (days) (1 mark) 
     
     
 b) Discuss FOUR (4) advantages of commercial paper (8 marks) 
     
     
     
 c) Explain why the project cash flow should include an incremental cash flow for working 

capital.                                                                                                           (5 marks) 
   Total: [25 marks] 
     
     
     
3. a) Pancaran Berhad can raise an unlimited amount of debt by selling RM1000 par value, 

8% coupon interest rate, 20 years bond on which annual interest payment will be 
made. To sell the issue, an average discount of RM30 per bond and 40% tax bracket. 
Calculate Pancaran after tax cost of debt for the issue of bond.                   (5 Marks) 

     
     
     
 b) The current share price Grace Trading is RM4.20, including the dividend of 

RM0.20 which is due to be paid very shortly. The dividend expected for next year 
is RM0.22 and dividends are expected to increase by 10% each year thereafter. 
Calculate the cost ordinary share for Grace Trading.                              (5 marks) 

    
     
     
     
 c) A firm’s dividend policy is generally characterised in terms of two attributes. Explain 

both attributes with examples.                                                                     (10 marks) 
     
     
     
 d) Differenciate between the internal equity of the company with new ordinary shares.  

                                                                                                                      (5 marks) 
   Total: [25 marks] 
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4. a) Explain the THREE (3) levers of financial management with examples. (9 marks) 
     
     
     
 c) State FIVE (5) difference between the financial accounting and management  
  accounting. (10 marks) 
    
     
     
 d) Explain THREE (3) objectives of stakeholders. (6 marks) 
   Total: [25 marks] 
     
     
     

- END OF QUESTIONS - 
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Formula 

CCC (in days) = Inventory conversion period + receivable collection period - payable 

deferral period 

 

 


