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PART A : SHORT ESSAY QUESTIONS (25 Marks)

INSTRUCTION (S) : Answer ALL Short Essay Questions in the Answer Booklet.

QUESTION 1

List FIVE (5) main roles of Financial Managers
(5 Marks)

QUESTION 2

Explain TWO (2) types of Financial Markets
(4 Marks)

QUESTION 3
Differentiate between Present Value Interest Factor Annuity (PVIFA) and Future Value Interest Factor
Annuity (FVIFA).

(4 Marks)

QUESTION 4

Describe THREE (3) reasons why ethical financial behaviour needs to be implemented in a company.
(6 Marks)

QUESTION 5

Explain THREE (3) types of Efficient Market Hypothesis (EMH).
(6 Marks)

END OF PART A
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PART B : PROBLEM-SOLVING QUESTIONS (75 Marks)

INSTRUCTION (S) : Answer ALL Problem-Solving Questions in the Answer Booklet.

QUESTION 1

Below are the financial statements of Duro Bakery for the financial year ending 31°* December 2022.

DURO BAKERY
Statement of Financial Position as at 31%' December 2022

RM RM
Cash 37,500 | Accounts Payable 99,000
Prepayments 22,500 | Notes payable 24,000
Accounts Receivables 90,800 | Accruals 16,500
Inventories 110,200
Long Term Debt 99,000
Net Fixed Asset 414,000
Common shares 249,000
Paid-in capital 58,500
Retained Earnings 129,000
TOTAL ASSET 675,000 | TOTAL LIABILITIES & EQUITIES 675,000
DURO BAKERY
Statement of Profit and Loss for the Year Ended 31 December 2022
RM
Sales 1,400,000
Less: Cost of Goods Sold (826,000)
Gross Profit 574,000
Less: Expenses (267,190)
Less: Depreciation (30,000)
Earnings before interest and tax 276,810
Less: Interest (25,000)
Earnings before tax 251,810
Less: Tax (100,724)
Net Profit after tax 151,086
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INDUSTRY AVERAGE RATIOS

Current Ratio 2.5 times | Average Collection Period 30 days
Debt Ratio 40% | Net Profit Margin 10%
Quick Ratio 1.35 times | Inventory Turnover 4.6 times
Times Interest Earned 9 times | Return on Equity 25%

a) Calculate the relevant financial ratios.
(16 Marks)

b) Based on your answer in (a), assess the performance of the company.
(9 Marks)
[Total: 25 Marks]

QUESTION 2

a) Lola is helping her father, Mr Lulu to decide on which bond to invest. Below is the following
information about two (2) bonds:

Calum Bond | Scott Bond
Year of Issuance 2017 2017
Year of maturity 2027 2037
Coupon rate 5% 10%
Market price of the bond | RM 900 RM 1,100

i If the required rate of return is 8%, calculate the value of each bond.
(8 Marks)

ii.  Which bond should Mr Lulu invest in? Justify your answer.
(5 Marks)

b) Pudding Corporation paid a dividend of RM 1.50 last year. The dividend is expected to grow at an
annual rate of 4% for year 1, 5% for year 2, 6% for year 3, 9% for year 4, and the growth rate is
expected to be constant at 10% thereafter. The required rate of return is 12%.

i.  Calculate today’s value of stock for Pudding Corporation using the Variable Growth Model.
(10 Marks)

ii.  Justify if it is worth purchasing Pudding Corporation stock, given that the stock's market
price is RM 65.

(2 Marks)

[Total: 25 Marks]
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QUESTION 3

Arab Holdings Berhad is considering two (2) mutually exclusive projects - Project A and Project B. Those
two projects involve an investment cost of RM 500,000. The cost of capital is 9 percent, and the
expected cash flow for each project is given below:

Year | Project A (RM) | Project B (RM)
1 200,000 180,000
2 200,000 200,000
3 200,000 220,000
4 200,000 240,000
5 200,000 260,000

a) Calculate for Project A and Project B on the following:

i Payback Period

(8 Marks)
ii. Net Present Value
(10 Marks)
iii. Accounting Rate of Return
(4 Marks)

b) Based on the answer (a), which Project should Arab Holdings Berhad choose? Justify your answer.
(3 Marks)
[Total: 25 Marks]

END OF PART B

END OF QUESTION PAPER
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APPENDIX 4
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LIST OF FORMULAS

Current asset

1) Current Ratio = ——
Current liabilities

Current asset—inventory

2) Quick Ratio =

Current liabilities
Accounts receivables

3) Average Collection Period = x 360

Sales
Sales

4) Account receivables turnover = :
Accounts Receivable

COGS
5) Inventory turnover = ——
Inventory
, Sales
6) Fixed asset turnover = —————
Fixed asset
Sales

7) Total asset turnover = —————
Total asset

8) Gross Profit Margin = Z2>TT%

Sales
EBIT

Sales

10) Net Profit Margin = P/t
Sales

Net Profit

Total Asset
Net Profit

Total Equity
Total liabilities

9) Operating Profit Margin =

11) Return on Asset =

12) Return on equity =

13) Debt ratio =

Total asset
Long Term Liability

14) Debt to equity ratio = ;
Total Equity

15) Times interest earned = EBIT
Interest
16) PV =FV (PVIFk )
E' nxm
17) FV =PV (FVIFk )
a, nxm
18) PVIFA=A (PVIFAk )
E’ nxm
19) FVIFA=A (FVIFAk )
;, nxm
20) Vs=2
K
21) Vs = 209 ORVs = 2
k-g k—g

22) Dp= Dy, (1+g)
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23)
24)

25)

26)

27)

28)
29)
30)
31)

Dy (1+9)
SPn == W

Vb = i(PVIFAk >+ PV (PVIFk )
m E nxm E' nxm
. c% x PV
CY = =
c% x PV PV-MP
vy = om 1G]
[PV+MP]
2
c% x PV CP—-MP
vre = m 1w

[CP+MP
2

Investment—a)

PP = Year of Full Recovery + ( >

NPV = (3. CF x PVIFy ;) — Investment

AROR = (Average Cash Flow) x 100
Investment

Keapm =7f + B (rm —1f)
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