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

1. a) Describe FOUR (4) responsibilities of a finance manager. (12 marks) 
     
     
     
 b) Differentiate between primary markets and secondary markets with an example of 

each.                                                                                                                 (6 marks) 
   
     
     
 c) Briefly explain the THREE (3) main decisions in finance and the primary financial 

objective of a firm.                                                                                           (7 marks) 
     Total: [25 marks] 
     
     
   
2. a) Saloona Bhd. is a manufacturer of a large range of toys.   

 
The following financial data shows the firm’s investment in working capital: 
 
Sales     RM9,000,000 
Cost of sales    RM6,000,000 
Inventory    RM1,000,000 
Trade receivables            RM800,000 
Trade payables       RM400,000 
 
Required: 
 
i)     Explain the term ‘working capital cycle’.                                                    (2 marks) 
 
ii)     Calculate Saloona Bhd. ’s working capital cycle by showing all relevant workings.      

         Assume one year consists of 365 days.                                                   (9 marks) 
     
  iii) Suggest THREE (3) ways Saloona Bhd. can take to reduce its working capital 

cycle.                                                                                                          (3 marks) 
     
     
     
 b) Alex just put RM2,000 in a bank account that pay 4% interest compounded annually. 

Compute how much will Alex have in his account after 5 years.                       (4 marks) 
     
     
     
 c)  Linda is planning ahead for her son’s education.  Her son will start his tertiary 

education in 20 years. Compute how much must she set aside now to have 
RM100,000 when her son starts schooling. Assume that the interest rate is 8% 
compounded annually.                                                                                      (4 marks) 

     
     
     
 d) Briefly explain the concept of the time value of money.                                    (3 marks) 
   Total: [25 marks] 
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3. a) Explain ANY TWO (2) advantages of using short term financing.                     (4 marks) 
    
     
     
 b) Describe ANY FOUR (4) features of preferred stock.                                       (8 marks) 
   
    
     
 c) Discuss ANY ONE (1) advantages and ANY THREE (3) disadvantages of bonds to 

an investor.                                                                                                        (8 marks) 
     
     
     
 d) Describe ANY FIVE (5) characteristics of small and medium-sized enterprises. 
     (5 marks) 
   Total: [25 marks] 
     
     
     
4. a) Merry Bhd. is considering two investments, Projects B and M. You are a finance 

analyst of the company and your director has asked you to analyse the two 
investments. The projects’ expected cash flows are as follows: 
 

 Expected Cash Flow 
 

Year 
Project B 

RM 
Project M 

RM 
0 (10,000) (10,000) 
1 6,500 3,500 
2 3,000 3,500 
3 3,000 3,500 
4 1,000 3,500 

 
The cost of capital for each project is 12%. 
 
Required: 
 
Calculate the following for each of the projects:  

  i) Net present value   (9 marks) 
     
  ii) Payback period (2 marks) 
     
     
     
 b) Based on your answer in part (a) above, explain with reasons which project or projects 

should be accepted if they are:  
 

  i)  Independent (2 marks) 
     
  ii) Mutually exclusive (2 marks) 
     
     
     
 c) Discuss ANY THREE (3) advantages and ANY TWO (2) disadvantages of using the 

payback period as an appraisal method to evaluate investments.                  (10 marks) 
   Total: [25 marks] 
     
     
     

- END OF QUESTIONS – 
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