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

1. a) The management of Stenley Sdn. Bhd. has the option of choosing between three 
projects. However, these projects are mutually exclusive. As the financial manager, 
you have been assigned the task of choosing between the various projects. The 
details of each project are as follows: 
 
 Year 0 

RM 
Year 1 

RM 
Year 2 

RM 
Year 3 

RM 
Year 4 

RM 
Project A (4,500) 1,000 2,100 2,400 4,200 
Project B (3,200) 900 1,400 1,500 1,900 
Project C (3,900) 3,500 2,000 400 200 

 
The cost of capital of Stenley Sdn. Bhd. is 12%. 
 
Required: 
 

  Perform an investment appraisal on all three projects using the following: 
     
  i) Payback period (6 marks) 
     
  ii) Net present value (18 marks) 
     
     
     
 b) Rank the projects, using the results obtained from (a)(i) and (ii) above.       (2 marks) 
     
     
     
 c) Based on the answers above, explain why decision made based on payback period 

and net present value can be different.                                                            (6 marks) 
     
     
     
 d) Describe ANY TWO (2) advantages and ANY TWO (2) disadvantages of using the 

net present value method to evaluate capital investments.                             (8 marks) 
   Total: [40 marks] 
     
     
     
2. a) Based on the following financial information of Maryland Berhad, calculate the 

respective financial ratios by assuming that all sales are on credit and there is 365 
days in a year.  
 
Item Amount 
Inventory  RM10,000 
Accounts receivable RM16,000 
Accounts payables   RM8,000 
Sales          RM100,000 
Cost of goods sold RM70,000 

 

    
  i) Inventory turnover period (2 marks) 
     
  ii) Receivables collection period (2 marks) 
     
  iii) Payables payment period (2 marks) 
     
  iv) Cash conversion cycle (2 marks) 
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 b) Assuming that the common standards for the industry of Maryland Berhad are as 
follows: 
 
Inventory turnover period 40 days 
Receivables collection period 50 days 
Payables payment period 30 days 
Cash conversion cycle 60 days 

 
Using the computation from part (a) above, discuss the FOUR (4) possible concerns 
on the working capital management of the company and suggest ANY TWO (2) 
methods to reduce the cash conversion cycle.                                                (12 marks)  

  Total: [20 marks] 
     
     
     
3. Discuss the sources of finance available to the shipping sector.                            (20 marks) 
  Total: [20 marks] 
     
     
     
4. Managing currency risk is crucial for companies operating in the shipping sector, given 

their exposure to multiple currencies due to international operations. Discuss the different 
plausible ways of managing currency risk.                                                            (20 marks) 

  Total: [20 marks] 
     
     
     

- END OF QUESTIONS - 
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Present Value Table 

 


