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

1. a) List FIVE (5) potential sources of financing for SME’s. (5 marks) 
     
     
     
 b) Explain FIVE (5) characteristics of SMEs. (10 marks) 
     
     
     
 c) Discuss THREE (3) advantages of factoring and TWO (2) disadvantages of factoring.                                                                                                  
    (10 marks) 
   Total: [25 marks] 
     
     
     
2. a) John is planning a savings program for his 15 years old son. He plans to enroll 

his son at the university in 4 years and it should take him 3 years to complete his 
education. The cost of education per year at university is RM10000 , payable at 
the beginning of each year. His son recently received RM6500 from his mothers 
estate and this money will be invested in a bank account that paying four percent 
of interest compounded annually. The money will be used to help to meet the cost 
of the son’s education. Once the son reaches age 19, the sum of this money will 
be transferred to fathers savings account and the rest of the cost will be met by 
money the father will deposit in his savings account. However, he will make 5 
equal deposits to the account , one deposit in each year from now until his son 
starts university. These deposits will begin and will earn 6 percent interest, 
compounded annually.  

    
  i) Calculate the present value of the cost of 3 years of education at the time the 

son becomes 19 years old .                                                                  (5 marks)   
     
  ii) Calculate the future value of RM6500 which the son received from his mother’s 

estate when he starts university at age 19.                                          (5 marks) 
     
  iii) Let say the father is planning to make the first of 5 deposits today, calculate how 

large must each deposit be for him to be able to put his son through university.                                             
    (5 Marks) 
     
     
    
 b) Find the effective rate of interest corresponding to a nominal rate of 8 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) 
     
     
 c) Mr. Prasant 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 marks) 
   Total: [25 marks] 
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3.  Extract from the recent financial statement of Gemilang Automotive is shown 
below. 

    2023 
(RM’000) 

2022 
(RM’000) 

Sales   31200 22000 
Cost of Sales  18600 13200 
Gross Profit  12600 9000 
Administration 
expenses 

   2000   1500 

EBIT  10600   7500 
Interest      200       30 
Earning before Tax  10400 7470 

 

     
  Balance Sheet as of 31st December 2023 

 2023 2022 
 RM’000 RM’000 RM’000 RM’000 
Fixed asset  11,500  10,800 
Current Assets:     
Inventory 6000  2600  
Account Receivable 7600  3700  
Cash   240 13,840 1800 8,100 
Total Assets  25,340  18,900 
     
Current Liabilities:     
Account Payable 5740  3200  
Overdraft bank 2000    300  
Total Liabilities  7740  3500 

 
All sales purchases were on credit. Gemilang Automotive  has no long-term debt. 

     
 a) Calculate the operating cycle and the cash conversion cycle for Gemilang Automotive 

for the year 2023 and 2022.  
   (14 marks) 
     
     
     
 b) Explain THREE (3) methods of reducing the working capital cycle . (6 marks) 
     
     
     
 c) Zana sells 120000 sets of fittings a year. The optimal safety inventory which is on 

hand initially is 600 sets. Each set purchase price is RM2, which inventory carrying 
costs are 20 percent of purchase price, and the cost of placing an order with its 
supplier is RM 12.50.  

  Calculate the economic order quantity (EOQ). (5 mark) 
   Total: [25 marks] 
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4.  Gara construction company Ltd is considering either AT10 machines or NN2 
machines for their upcoming projects. The following information shows 
expenditures and net cash flow for the machines.  
 

  Years AT10 Machines (RM) NN2 Machines (RM) 
0 (200000) (210000) 
1 95000 91000 
2 100000 109000 
3 105000 110000 
4 110000 110000 
5 110000 115000 

 

 

  At the end of their useful lives, the AT10 machines are expected to have a scrap 
value of RM5000 and the NN2 machines RM 6500. The tax rate is 30 percent per 
annum. The required rate of return is 14 percent. Calculate : 

     
 a) The payback period (4 marks) 
     
     
     
 b) The Net Present Value (NPV) (10 marks) 
     
     
     
 c) The Profitability Index (PI) (3 marks) 
     
     
     
 d) If the two machines should be repaired in year 4 at 5 percent of its original price 

, calculate the new NPV.  
(8 marks) 

   Total: [25 marks] 
     
     
     

- END OF QUESTIONS - 
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Formula 

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

deferral period 
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