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QUESTION 1

a. Compute the annual interest rate if you deposit RM25,000 today and receive RM49,180
at the end of 10 years from Union Bank.
(2 marks)

b. Radaw Co. has identified an Islamic investment project valued at RM100,000 with an 8%
profit rate. Compute the future value under each of the following conditions:

i. Compounded semi-annually for five years.
ii. Compounded quarterly for five years.
(4 marks)

c. Compute the present value of RM50,000 with a 12% discount rate under each of the
following conditions:

i.  Annual compounding discounted back seven years.
ii. Monthly compounding discounted back two years.
(4 marks)

d. You receive a RM15,000 signing bonus from your new employer and decide to invest it
for 2 years. Your banker suggests two alternatives, both of which require a commitment
for the full 2 years.

The first alternative will earn 8% per year for both years.
The second alternative earns 6% for the first year and 10% for the second year. Interest
compounds annually.

Required:

Choose the best aliernative.
{5 marks)

e. Today is your 40th birthday. You plan to retire at age 60, and actuarial tables suggest that
you will live until age 85. You want to move {o Mecca when you retire. You estimate that
it will cost you RM200,000 to make the move for your retirement, and that your annual
living expenses will be RM25,000 after that. You expect to earn an annual return of 7%
on your savings.

Required:

i. Compute the total amount needed at retirement age of 60 to fund this retirement plan.

(3 marks)

2 CONFIDENTIAL




CONFIDENTIAL DECEMBER 2025/SET A/FIN2283
ii. Given that you currently have RM50,000 in savings, compute the annual amount you
must save at the end of each year until retirement to meet your retirement goal.
(5 marks)
ii. If you did not have any current savings and did not expect to be able to start saving
money for the next 5 years from your current age, compute the annual savings
required thereafter to achieve the same retirement plan.

(2 marks)

(Total: 25 marks)
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QUESTION 2

Nexus Infrastructure Bhd., a major player in the telecommunications and 5G infrastructure
industry, is evaluating a RM150 million strategic expansion info satellite-based broadband. The
project is expected to modernise the existing fibre-optic network and establish new ground
stations across the region.

As of the financial year ended 31 December 2025, the company’s capital structure is recorded
as follows:

6% Preference Shares (RM100 par) 50,000
8% Redeemable Debentures (RM1,000 par) 150,000
Ordinary Shares (RM0.50 par) 100,000
Share Premium 40,000
Retained Earnings 60,000
Total Capitalization 400,000

Market and Supplemental Data:

1. Preference shares:
The existing 6% preference shares are currently trading at RM95.00. If new preference
shares are issued, the company will incur a flotation cost of 3% of the par value.

2. Redeemable debentures: ‘
The 8% debentures have 10 years remaining untii maturity and are currently trading at
RM1,040. They are expected to be redeemed at par. The corporate tax rate is 24%.

3. Ordinary shares:
The current market price is RM8.50. The company recently paid a dividend of RMO0.45 per
share. The dividend growth rate is expected to remain at 7% indefinitely.

4. New equity issuance:
To fund the expansion beyond internal limits, new ordinary shares can be issued at the
current market price, but will incur a flotation cost of RM0.40 per share.

5. Internal funding:

The company maintains a policy of reinvesting RM25 million of its retained earnings into
new capital projects before seeking external equity.
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Required:

4.

Compute the following:

i. After-tax cost of debt (Kq).

(7 marks)
ii. Cost of preference shares (Kp).
{3 marks)
iii. Cost of internal equity (Ke).
(3 marks)
iv. Cost of new ordinary shares (Kne).
(3 marks)

Assess the highest amount of capital expenditure that the company can undertake without
having to issue any new shares.

(2 marks)
Interpret why the cost of new ordinary shares is higher than the cost of retained earnings.

(2 marks)

lllustrate the Weighted Average Cost of Capital (WACC) if the company plans to undertake
the project.
(5 marks)

(Total: 25 marks)
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QUESTION 3

a. The Discounted Cash Flow (DCF) method is a fundamental valuation technique used to
find the "intrinsic value" of a business.
Required:
Classify the TWO (2) main components required to perform a DCF valuation.

(4 marks)

b. Business valuation is a critical process for both internal management and external
stakeholders.

Required:
lMustrate THREE (3) different reasons why a company might require a formal business
valuation.

(6 marks)

(Total: 10 marks)
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QUESTION 4

a. GreenlLeaf Eco-Cafe plans to install an Industrial Composting System to reduce waste
and sell organic fertiliser. The system costs RM100,000 with a salvage value of
RM20,000. It is expected to generate a consistent Annual Cash Inflow of RM30,000 for
the next 5 years. The annual net income (after tax and depreciation) is calculated at
RM12,000. The cafe’s cost of capital is 10%.

Required:
Compute the following:

i. Payback Period (PP).

{3 marks)
il. Accounting Rate of Return (ARR).
(3 marks)
iii. Profitability Index (P1).
(4 marks)

b. Cybertron Tech Solutions is evaluating the acquisition of a high-capacity data server as
part of its infrastructure expansion program. The server costs RM500,000 and requires
installation and configuration costs of RM50,000.

The firm's current server has a terminal book value of zero and 5 years of useful life
remaining. It is being depreciated using the straight-line method. it was originally

purchased five years ago for RM250,000 and can be sold on the secondary market
today for RM100,000.

By implementing the new server, annual sales over the next 5 years are expected to
increase by RM250,000, while operating expenses (excluding depreciation) wili account
for 50% of sales. The new server will not affect the firm’s net working capital. It has an

estimated useful life of five years, with zero salvage value, and will be depreciated using
the straight-line method.

The firm is subject to a 25% tax rate, and its cost of capital is 12%. The desired payback
period is 5 years.
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Required:

i Based on the information given on the acquisition of a new machine, compute the
following: :

a. Initial outlay (lO).

(5 marks)
b. Annual differential after-tax cash flows (ADCF).
(7 marks)
c. Net present vaiue (NPV).
{5 marks)
d. Internal rate of return (IRR).
(10 marks)

ii. Critically assess the financial viability of the new data server acquisition for
Cybertron Tech Solutions.

(3 marks)

- (Total: 40 marks)

(TOTAL: 100 MARKS)

END OF QUESTION PAPER
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