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QUESTION 1

Zeddy Sdn Bhd has shown weak performance in recent periods. Consequently, the managing
director has instructed the financial manager, Zuraidah, to carry out an analysis of the

company’s financial position. The financial statements are provided below.

Zeddy Sdn Bhd
Statement of Financial Position as at 31t March 2026

Cash

Account receivables
Inventory

Bank

Non-current assets
Total assets

Accounts payable
Accruals

Short term loan

Long term debt

Share capital

Retained earnings

Total liabilities and equity

Zeddy Sdn Bhd
Statement of Profit or Loss and Other Comprehensive Income
for the Year Ended 315t March 2026

Net Sales

Less: Cost of good sold
Operating expenses
Interest

Less: Taxes (25%)

Net profit

RM

1,000
15,000
10,000
13,700

100,000
139,700

15,000
8,000
1,700

50,000

53,000

12,000

139,700

RM
500,000
140,000
250,000

21,000 -

22,250

66,750
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Notes:
i. 30% of net sales are on cash term.

ii. Opening inventories as at 1% April 2025 was RM10,000.
Hi. The company uses a 360-day year.

Below are the most recent industry average ratios:

Industry Average Ratios

Current ratio 2.0x Net pfoﬁt margin 20.0%

Inventory turnover 15.0 x Return on total assets 50.0%

Average collection period 11 days Debt ratio 50.0%

Gross profit margin 65% Times-interest earned 6.0 x
Required:
a. Find the relevant ratios from the financial statements provided above.

(17 marks)

b. Based on your answer in (a) above, comment the performance of the company as

compared to the industry average ratios.
(8 marks)

(Total: 25 marks)
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QUESTION 2

Bursa Vista Asset Management is considering adding one of the following stocks to its “balanced
growth” fund: Stock A, Stock B, or Stock C.

The analyst believes stock returns next year depend on the overall economy, with the following
probabilities:

« Boom: 0.25
¢+ Normal 0.5
» Recession; 0.25

Returns under each stock are as follows:

Scenario Stock A Stock B Stock C

Boom 28% 18% 22%

Normal 14% 12% 13%

Recession -6% 6% 2%
Required:

Using the probability and return information given for each stock, calculate the following:

a. Expected return for Stock A, B and C.

{6 marks)
b, Standard deviation for Stock A, B and C.

(9 marks)
C. Coefficient of variation for Stock A, B and C.

(3 marks)
d. Based on the results above, as a rational investor, recommend one stock for investment.

(2 marks)

(Total: 20 marks)
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QUESTION 3

On 1 January 2027, Orion Food industries Bhd, a food processing company based in Negeri
Sembilan, decided to expand its production capacity by installing a new automated packaging
machine to meet increasing demand from retail chains.

The company had previously conducted a market feasibiiity study on 15 November 2025,
which cost RM30,000,

On 1 February 2027, the company will buy the new machine for RM1,850,000. Other costs
include:

+ Installation and testing: RM65,000

»  Worker training: RM20,000
The company will also need extra working capital:

 Increase in inventory: RM70,000

» Increase in accounts receivable: RM6E0,000

» Increase in accounts payable: RM40,000

The machine will be used for 6 years and depreciated by RM299,167. It is expected to have
a salvage value of RM120,000 at the end of year 6.

The new automated packaging machine is expected to generate an additional RM420,000 in
sales revenue each year. It will help the company reduce direct labour costs by RM160,000
annually and lower maintenance expenses by RM55,000 per year. However, the machine will
also cause an increase in utilities and quality control costs of RMS0,000 per year.

Orion Food Industries Bhd uses a cost of capital of 10% and is subject to a corporate tax rate
of 24%.

Required:
a. Find the following:
i Initial outlay.
(9 marks)
ii. Annual differential after-tax cash flow.
(10 marks)
iii. Terminal cash flow.
(2 marks)
iv. Payback period.
(2 marks)
V. Net present value.
(5 marks)
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b. If you are the financial manager of Orion Food Industries Bhd, evaluate whether the
company should proceed with the purchase of new automated packaging machine.
(2 marks)

(Totai: 30 marks)
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QUESTION 4

BrightMind Digital Bhd is an education technology company that provides cloud-based
learning management systems (LMS) for universities and professional training institutes
across Malaysia. Due to increasing demand for remote learning, the company is planning to
invest in a new Al-powered virtual classroom platform with an initial cost of RM18 million. The
relevant financial information is summarised below:

Financing Details
Component
Proposed capital * Debt 35%
structure » Preference Shares 10%
¢ Ordinary Shares 30%

Retained Earnings 25%

Long-term debt 7% debentures, 8-year maturity, par value RM1,000, current
market price RM870, flotation cost RM30 per bond
Preference shares 8% cumulative, par value RM100, current market price RM105,
flotation cost 4% of market price
Ordinary shares Market price RM48, last dividend RM3.20, expected growth
rate 5% per year, flotation cost 6% of market price
Retained earnings RM4.5 miliion available
Corporate tax rate 24%
Required:
a. Determine the cost of capital for:
i, Debt after tax.
(7 marks)
ii. Preference shares.
{2 marks)
ifl. Internal equity.
(4 marks)
V. External equity.
(5 marks})
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b. Assess the maximum capital expenditure the company can undertake without
issuing new stock.
(2 marks)
c. If the company uses internal equity for financing, determine the Weighted Average
Cost of Capital (WACC).
{5 marks)

(Total: 25 marks)

END OF QUESTION PAPER
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APPENDIX 5

10.

11.

12.

13.

14.

CR = Current assets
Current liabilities

ATR = Current assets — inventory — prepayment
Current liabilities

ITR = Cost of goods sold

Average inventory

ACP = Account receivables
Annual credit sales/360 days

NCA=__ Sales
Fixed assets

TAT = Sales
Total assets

DR = Total debt
Total assets

TIE = Earnings before interest and tax (EBIT)Y
Interest expenses

DTE = Total debt
Total equity

GPM = Gross profit
Sales

NPM = Net income available to common stockholders

Sales

OPM = _Earnings before interest and tax
Sales

ROA = Net income available to common stockholders
Total assets

ROE = Net income available to common stockholders

Common equity

15.

16.

17.

18.

19.

20.

21.

22,

23.

24.

25.

26.

27.

28,

Payback period = Initial outlay
Annual cash flow

NPV= %  ACFt - Initial outlay

wr (1)

IRR= A+ a x (B-A)
a+ b

HPR = Cl + CG
PP

HPR = (Pt/Pt-1) -1

CAPM: ROR =Rs + B(Rm- Ry

Er=5 (P xR)

Ep=wiE1 +w2E2 + ... + wnEn

Ar=3R
N

n
g= > (Ri—Er2P(R)
i=1

n

c= 2 (Ri-AR)?
i=1

n-1
Kd = kd(1-T)

Kp = "D/ {MV-other costs)
Ke = (Di/MV ) +g

Kne = { D1i/MV-other cost) + g
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