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Answer ALL the questions in Section A and Section B.                                      [100 marks] 

SECTION A (50 Marks)  
   
1. Finance managers need to interact constantly with (2 marks) 
   
 A. Marketing manager  
 B. Accounting staff  
 C. Operation team  
 D. All mentioned  
    
2. A business that operates and pays taxeas as a partnership but has limited liability for the  
 owners is _____________________. (2 marks) 
    
 A. closely held corporation  
 B. limited liability company  
 C. publicly held corporation  
 D. Sole proprietorship  
   
3. The primary goal of the financial manager is ___________________. (2 marks) 
    
 A. minimizing risk  
 B. maximizing profits  
 C. maximizing wealth  
 D. minimizing return  
   
4. Which of the follwoing is the DISADVANTAGE of sole proprietorship. (2 marks) 
   
 A. Easy to set up 
 B. Profits are taxed according to individual taxation. 
 C. The existence of a sole proprietorship is temporary. Its dissolves with the death 

if the owner. 
 D. Easy to control because all business decisions are made by the proprietor. 
   
5. From a financial point of view, a company that decides to develop new product is  
 making (2 marks) 
    
 A. a financial decision  
 B. an investment decision  
 C. a capital structure  
 D. a cash flow decision  
  
6. All the following operate as financial intermediaries EXCEPT (2 marks) 
    
 A. Commercial banks  
 B. mutual funds  
 C. insurance companies  
 D. Malaysian Treasury  
    
7. A corporation is owned by  (2 marks) 
    
 A. Shareholders and partners  
 B. the shareholders who hold the company’s stock  
 C. the managers of the company  
 D. its Chief executive Officers  
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8. Which of the following best describes the goal of the firm? (2 marks) 
   
 A. The maximisation of the total market value of the firm’s common stocks 
 B. Profit Maximisation  
 C. Risk minimisation  
 D. None of the above  
    
9. Financial managers use the time value of money to (2 marks) 
    
 A. make business decisions.   
 B. compare cash flows of different projects.   
 C. determine the price of common stock.   
 D. both a and b  
   
10. Which of the basic financial statement is best used to answer the question, “How  
 profitable is the business?” (2 marks) 
    
 A. Balance sheet  
 B. Statement of shareholder’s equity  
 C. Income statement  
 D. Account receivable aging schedule  
   
11. What does the balance sheet primarily shows? (2 marks) 
   
 A. Company profits over time 
 B. Company’s cash flow 
 C. Company’s financial position at a specific point 
 D. Tax payments made 
   
12. Which of the following is a cash flow from operating activities? (2 marks) 
   
 A. Buying equipment  
 B. negative cash flow  
 C. High profit  
 D. taking bank loan  
    
13. If a company has more cash going out than coming in, this is said to have: 
  (2 marks) 
 A. Positive cash flow  
 B. negative cash flow  
 C. High profit  
 D. tax exemption  
    
14. Why is understanding taxes important for business? (2 marks) 
    
 A. To increase product price  
 B. To avoid paying employees  
 C. To ensure legal compliance and manage net income  
 D. To avoid preparing financial statement  
    
15. Which financial statement helps track where a company’s money comes from and  
 where it is spent? (2 marks) 
    
 A. Income statement  
 B. Cash flow statement  
 C. Balance sheet  
 D. Statement of equity  
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16. Which of the following is classified as a liability on balance sheet? (2 marks) 
   
 A. Cash 
 B. account payable  
 C. Retained earnings  
 D. equipment  
    
17. Which is NOT the objective of ratio analysis? (2 marks) 
    
 A. To standardise financial information for comparison purpose  
 B. To compare present performance with past performance  
 C. To assess the risk of operation  
 D. To reject the efficiency of operations  
   
18. Which of the below market ratio is NOT commonly used by the investors 
  (2 marks) 
 A. Earnings per share  
 B. Dividend per share ratio  
 C. Price earnings ratio  
 D. Interest Ratio  
    
19. Which of the following is NOT included in net operating income? (2 marks) 
   
 A. Cost of goods sold 
 B. Interest 
 C. Taxes 
 D. Neither B nor C 
   
20. Which is the right calculation for current ratio? (2 marks) 
   
 A. Current asset / current liabilities  
 B. Current asset + current liabilities  
 C. Current liabilities / current asset  
 D. Current liabilities – current asset  
    
21. Cash flow statement presents the cash and bank balance movement over a period.  
 The movement in cashflow is classified into following EXCEPT (2 marks) 
    
 A. Operating activities  
 B. Investing activities  
 C. financial activities  
 D. Programming activities  
   
Below questions from 22 till 25 related to Table 1. 
 
Selected financial information from Bulan Berhad, for the end of year 1 is reproduced below : 
 

Sales RM 720000 
Purchases RM 480000 
Cost of goods sold RM 640000 
Account receivable RM   80000 
Account payable RM   40000 
Inventories RM 100000 

Table 1 
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22. Calculate the account receivable collection periods. (2 marks) 
    
 A. 42.25 days  
 B. 40.56 days  
 C. 48 days  
 D. 39 days  
  
23. Calculate the inventories holding periods (2 marks) 
    
 A. 55.5 days  
 B. 60 days  
 C. 57.05 days  
 D. 62 days  
    
24. Calculate the account payable payment periods (2 marks) 
    
 A. 30.42 days  
 B. 31.5 days  
 C. 33 days  
 D. 41 days  
    
25 Calculate the cash conversion cycle (days) (2 marks) 
    
 A. 65.5 days  
 B. 68 days  
 C. 67.16 days  
 D. 69.95 days  
  Total: [50 marks] 
    
    
    
SECTION B (50 Marks) 
 
1. a) Maria deposited RM8500 into an account. She leaves the money for 5 years. 

Find the compound interest for  
    
  i)  7.5 percent  (2 marks) 
     
  ii) 10 percent  (2 marks) 
     
  iii)   3 percent  (2 marks) 
     
  iv)  5.5 percent     (2 marks) 
     
     
     
 b) Muiz invests RM 14,500 that earns 10% compounded annually. Calculate the total 

amount of money that Muiz will receive at the end of the 4 years and 7 years? 
                                                                                                                   (4 marks) 

   
   
   
 c) Mei Mei has an opportunity to receive RM1000 at the end of each of the next 5 

years. If she can earn 5 percent on her investment, calculate the amount that she 
should pay now.                                                                                            (3 marks) 
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 d) Find the effective rate of interest corresponding to a nominal rate of 5 percent per 
annum compounded  

     
    i) Annually (1 mark) 
     
  ii) Semi-annually (1 mark) 
     
  iii) Quarterly (1 mark) 
     
  iv) Monthly (1 mark) 
     
  v) Daily (1 mark) 
     
     
     
 e) Mr. Asrin invests RM 500, RM 1000, RM 1500, RM 2000 and RM 2500 at the end 

of each year. Calculate the compound value at the end of the 5th year, compounded  
  annually, when the interest charged is 5% per annum. (5 mark) 
   Total: [25 marks] 
     
     
     
2. a) Consider investment under different economic situations in the coming year as 

shown below for Melur Berhad, Cempaka Berhad and Orkid Berhad.  

  Economic 
conditions Probability 

Rate of Return 
Melur Bhd Cempaka Bhd Orkid Bhd 

Unusual 0.10 11% 14% 13.5% 
Strong 0.30 12% 11.5% 10% 
Normal  0.50 7% 8% 6% 
Depression 0.10 1% 1.5% 1.5% 

 

     
  i) Calculate the expected rate of return for each share. (9 marks) 
   
  ii) Calculate the standard deviation of expected return for each share. 
    (12 marks) 
     
  iii) Calculate the co-efficient variation for each share. (3 marks) 
    
  iv) Choose the best share to invest. (1 mark) 
   Total: [25 marks] 
     
     
     

- END OF QUESTIONS - 
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