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CONFIDENTIAL DECEMBER 2025/SET A/FIN3223
QUESTION 1

a. In 2020, the performance of Berjaya Times Square Berhad decreased due fo pandemic
Covid19 and it also impacted the global economy. Tan Sri Adib Azhar is the CEO of
Berjaya Times Square Berhad, need to make a decision either to maximize
shareholders’ wealth or maximize profit.

; Required:
Discuss the benefit and risk of focusing on shareholders’ wealth during an economic
crisis.

(6 marks)

b. Financial markets and institutions in Malaysia play a crucial role in supporting the
country's economic growth and maintaining financial stability.

Required:
Interpret the roles of financial market and financial institutions in the Malaysia’s
financial system.

(4 marks)

(Total: 10 marks)
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QUESTION 2

a. Jonny Cloth Berhad is planning in relaxing its trade credit term from 1/15, net 30 to
2/30, net 60 and believes that as a result of this change, its average collection period
will increase from 30 to 60 days. Bad debt expenses are expected to remain at the

. current level. Sales are expected fo increase by RM1,000,000. The following is the
detail information:

Original New
Sales RM4,000,000 RM5,000,000
Average collection period 30 days 60 days .
Cash discount taking by customers 40% 60%

Additional information:

. Contribution margin is 25%

. ‘Bad debt on new sales is 5%

. Additional investment is RM100,000
. 1 year is 365 days

Required:

Based on the information above, compute the following:

i Annual percentage rate and annual percentage yield for both credit terms.

(6 marks)
ii. Account receivable for the credit options for Jonny Cloth Berhad.
(6 marks)
b. Utara Spices Manufacturing is planning to use economic order quantity model for the

current year to order chili powder to make its fish curry paste product. The company
requires 0.04 kg of chili powder for every packet of its fish curry paste. The normal
production of the fish curry paste is 250,000 packets annually.

The price paid for the chili powder is RM15 per kg. The cost to place an order is
RM48.60. The carrying cost of the chili powder is 18% of the inventory value. The lead

time for chili powder is 6 days which the production of the chili powder is 258 days per
year.

Required:
Compute the Economic Order Quantity (EOQ), total costs and reorder point for Utara

Spices Manufacturing. _
(5 marks)
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C. Arifah Batik received a big order from overseas. The company is planning to expand
its batik printing factory as its current capacity would not be able to meet that order.
The company needs RM680,000 within 1 year 6 months to expand the factory. The
company has explored four possible sources of financing as follows:

Hong Leong Bank offers 2.5% per annum compounded semi-annually.

Bank Islam offers a discount rate at 2.45% per annum.

Maybank offers 2.55% per annum compounded annually.

Bank rakyat offers an Islamic discount rate at 2:4% per annum compounded
guarterly.

Redquired:

Determine the effective annual rate for each financing.
(8 marks)

(Total: 25 marks)
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QUESTION 3

a. The Chemical Metal Berhad purchased an old processing equipment for RM350,000
on 31 December 2023. The equipment had an expected life of six years and was
depreciated using straight line method. Due to changes in environmental regulations,

" the operating cost of this equipment has increased.

The company is considering replacing this equipment with more efficient process [ine
at the end of 2025. The salvage value of the old equipment is RM80,000. The
equipment will be sold at RM180,600.

The new equipment will cost RM580,000 excluding installation and startup cost of
‘RM18,500 and shipping cost of RM4,400. This is new technology equipment, the
company provide a training for five staffs at the cost of RM8,500 each. It has a higher
capacity than the old equipment and is expected to boost sales. As a result, the cash
and inventory requirement will increase by RM46,000 and increase account payable
by RM58,000.

Beginning January 2026, the new equipment is expected to generate additional sales
of RM235,000 each year for the next four years. It will have a useful life for four years
and depreciated using straight line method. Being more efficient the new equipment
will reduce yearly operating expenses by RM57,800 and increase in the production
cost of RM94,600. At the end of useful life, the new equipment is expected to be sold
for RM80,000.

The cost of capital is 6% and the tax rate is 29%.

Required:

Based on the information above, calculate:

i. Initial outiay.

{9 marks)
ii.  Annual differential after-tax cash flow.

(11 marks)

iii. Terminal cash flow.

{4 marks)
iv. Intemnal rate of return -

(6 marks)
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b. Ali Corporation is planning to make an investment of RM360,000 in one of three (3)
alternatives shopping centres in Selangor. The expected cash flows for each project
- are as follows:

Supermarkét A Supermarket B Supermarket C

Cash flow RM144,000 RM120,000 RM96,000
Year 4 6 ‘ 5
Rate of return 7% . 9% 8%
Required:

i Calculate the net present value and payback period for each supermarket.

(8 marks)
ii. Classify which éupermarket Ali Corporation should accept, with a reason..

(2 marks)

(Total: 40 marks)
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QUESTION 4

a.  Agua Pure Berhad, a water purification company, has experienced a consistent rise in
earnings and cash flow over the past five years. The company has built a strong cash
reserve and has no urgent capital expenditure planned for the next two years. After a
recent board meeting, the directors decided to issue a cash dividend of RM1.50 per
share to reward loyal shareholders. However, some shareholders are concerfied about
how this payout might impact the company’s future growth and liquidity.

" Required:

I. Assess how this decision affects Aqua Pure and its shareholders.
(3 marks)

i. ldentify FOUR (4) reasons why Aqua Pure pay dividends to the shareholders.

(4 marks)

iii. lllustrate the methods of dividend payment Aqua Pure should process to pay the
dividends.

(8 marks)

b.  Green Fields Organic Sdn Bhd. is a company known for its locally sourced organic
produce. Fresh Harvest Berhad is a larger national food distributor aiming to strengthen
its position in the organic food market. The two companies decide to combine their
aperations and create a new entity called Green Harvest Organics Berhad which will
handle production, distribution, and retail under one unified brand. Both companies
agree to equal ownership and shared management in the new entity.

Required:;
Determine TWO (2) benefits and challenges of this type of business strategy for both
companies,
(5 mark
s)

c.  Luna Wear, a fashion company based in italy, exports luxury clothing to the United
States and pays its raw material suppliers in U.S. dollars. Most of its revenue is received
in U.S. dollars. Recently, the value of the U.S. dollar fell sharply against the euro. As a -

result, Luna Wear's profits declined significantly, despite strong sales in the U.S.
market, ’
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Required:
ldentify THREE (3) causes of exchange rate risk in the international business.

(6 marks)
. (Total: 25 marks)

(TOTAL: 100 MARKS)

END OF QUESTION PAPER
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