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2. Answer ALL questions in the Answer Booklet provided.

3. Please check to make sure that this examination pack consists of:

i.  The Question Paper
ii. AnAnswer Booklet
iii. Appendix 1-5
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QUESTION 1

MegaTech Industries Sdn Bhd is a manufacturing firm producing electrical components. Dug to
increased competition from overseas suppliers, the board is concerned about the company’s
financial health. The finance manager has been asked to conduct a detailed ratio analysis.

MegaTech Industries Sdn Bhd

Statement of Financial Position as at 30 June 2025

Cash

Trade receivables
Inventory

Bank

Property, plant & equipment
Total assets

Liabilities

Trade payable

Accrued liabilities

Short term borrowings
Long term borrowings
Share capital

Retained earnings

Total liabilities and equity

MegaTech Industries Sdn Bhd

RM

2024
2,500
22,000
30,000
5,500
135,000
195,000

20,000
6,000
5,000

55,000

70,000

39,000

195,000

Statement of Profit or Loss and Other Comprehensive Income

for the Year Ended 30 June 2025

Sales

Cost of good sold

Operating expenses

Earnings before interest and taxes
Interest

Taxes (25%)

Net profit

Notes:

ii. Opening inventories in 2024 was RM28,000.
iii. The company uses a 360-day year.

i 85% of total sales were made on cash basis in both years.

RM
2024
620,000
280,000
240,000
100,000
20,000
20,000
60,000

RM

2025
2,000
25,000
35,000
6,000
140,000

. 208,000

22,000
7,000
6,000

60,000
70,000
43,000
208,000

RM
2025
680,000
300,000
260,000
120,000
24,000
24,000
72,000
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Required:

a.  Find the following financial ratios for MegaTech Industries Sdn Bhd for both years:

i
ii.
"lii.
v,
V.
vi.
vil.

viii.

Current ratio

Inventory turnover
Average collection period
Gross profit margin

Net profit margin

Return on total assets
Debt ratio

Times interest earned

(17 marks)

b.  Cemment on the company’s financial performance for 2025 by comparing the ratios with
its performance in 2024,

(8 marks)

(Total: 25 marks)
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QUESTION 2

Nusantara Manufacturing Bhd is planning to expand its operations next year and is currently
evaluating three possible business strategies, namely Strategy X, Strategy Y, and Strategy Z. Due
to uncertainty in market conditions, the management team decides not to rely on a single forecast.
Instead, they consult three independent industry experts who have different levels of experience
and credibility. '

Based on the company’s past evaluation, management assigns a confidence level to each expert
according fo their forecasting accuracy. Expert A is considered the most reliable with a confidence
level of 45%, followed by Expert.B with 30%, and Expert C with 25%.

Each expert provides an estimate of the expected annual return for the three strategies. Expert A
predicts returns of 21%, 15%, and 26% for Strategy X, Y, and Z respectively. Expert B estimates
that Strategy X will generate 18%, Strategy Y 13%, and Strategy Z 20%. Meanwhile, Expert C
forecasts return of 24% for Strategy X, 19% for Strategy Y, and 30% for Strategy Z.

The management intends to use the confidence levels as weights in evaluating the expected
performance and risk of each strategy before making a final decision.

- Required:
a. - Calculate the expected annual return for Strategy X, Strategy Y, and Strategy Z using
the weighted forecasts
(6 marks)
b. Determine the standard deviation of returns for each strategy as a measure of
investment risk.
(9 marks)
c. Determine the coefficient of variation for each strategy.
' (3 marks)
d. If you are risk taker, which strategy would you choose. Justify your answer.
(2 marks)

(Total: 20 marks)
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QUESTION 3
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GlowWell Beverages Sdn. Bhd., a functional drinks manufacturer in Penang, has experienced
growing demand for its new product, “Tropical Boost.” To meet this demand, the company plans to
use a high-speed blending machine on 2027. '

The key timeline and costs for the project are as follows:

Date / Period Event Cost / Financial Detail
Jan 2026 Training of 4 workers on new RM15,000
machine
Feb 2027 Management approves budgetto | RM1,120,000
purchase a new machine
Feb 2027 Setup and installation of machine | RM35,000
Feb 2027 Delivery and calibration RM22,000
March 2027 | Increase in working capital: .
¢ Inventory RM®65,000
o Trade credit RM50,000
March 2027 — | Operating life of machine ¢ Depreciation using straight line
March 2035 method: RM135,875
s Salvage value; RM20,000
Annually Financial impacts » Sales revenue increase: RM380,000
{During = Labor savings: RM45,000
operation) « Maintenance increase: RM12,000
Others Cost of capital and tax 16% and 20%
Required:
a. Determine the following investment appraisal components:
i. [nitial outlay.

iil. Annual differential after-tax cash flow.

iiil. Terminal cash flow.

iv. Payback period.

v.  Netpresent value.

(7 marks)

(9 marks)

(3 marks)

(3 marks)

(6 marks)
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b. Justify whether GlowWell Beverages Sdn. Bhd., sh'ould proceed with the purchase of the
new high-speed blending machine.

{2 marks)

(Total: 30 marks)
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QUESTION 4

VX Bhd is a smart energy solutions company that develops digital monitoring and automation
systems for industrial and commercial buildings throughout Malaysia. In line with its
expansion strategy, the company is planning to introduce a new automated energy
management platform that will require substantial long-term financing.

To fund the project, VX Bhd plans to maintain a capital structure made up of 30% long-term
debt, 15% preference shares, 35% ordinary shares, and 20% retained earnings.

The companys'’s long-term debt consists of 6% debentures with a 10-year maturity and a par
value of RM1,000. These debentures are currently trading at RM950, and the company
expects to incur flotation costs of RM25 per bond issued.

In addition, VX Bhd has preference shares that pay a 9% cumulative dividend based on a par
value of RM100. These shares are currently selling at RM108 in the market and issuing them
would ihvolve flotation.costs equal to 5% of the market price.

The company's ordinary shares are trading at RM42 per share. Next year dividend is RM2.80,
and it's expected to grow at a constant rate of 6% per year. If new ordinary shares are issued,
flotation costs will amount to 7% of the current market price.

* VX Bhd also has RM3 million in retained earnings available to support the investment. The
company is subject to a corporate tax rate of 25%.

Required:
a. Assess the cost of capital for:
i Debt after tax.
(9 marks)
ii. Preference shares.
(2 marks)
iii.  Internal equity.
(4 marks)
iv.  External equity.
{4 marks)
b. Evaluate the maximum capital expenditure the company can undertake without
issuing new stock.
(1 marks)
c. Measure the company's Weighted Average Cost of Capital (WACC) if external equity
is used for financing. ‘ '
(5 marks)

(Total: 25 marks)
END OF QUESTION PAPER
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APPENDIX 5
1. CR=Current assets i .
Current liabilities 15. Payback period = Initial outlay
. Annual cash flow
2. ATR = Current assets — inventory — prepayment 16.  NPV=3 ACFt - Initial outlay
Current liabilities ey (1FD)
3. ITR = Cost of goods sold
Average inventory 17. IRR= A + a x (B-A)
at b
4. ACP=  Accountreceivables
Annual credit sales/360 days
5. NCA=_ Sal 18. HPR = CII:PCG
Fixed assets
19, HPR = (Pt/Pt-1) -1
6. TAT= Sales
Total assets
20. CAPM: ROR = Ry + B(Rm- Ry)
7. DR = Tofal debt
Total assets
21, Er=3 {PxR)
8. TIE = Earnings before interest and tax (EBIT)
: Interest expenses A .
. 22 Ep=w1E1 +w2E2 + ..., + wnEn
9. DTE = Total debt
Total equity :
23. Ar=3 R
10. GPM = Gross profit ‘ N
Sales
1. NPM = Net income available to common stockholdérs n
Sales 24, g= 7 (RiI-Er2 P(Ry)
=
12, OPM = Earnings before interest and tax
Sales n
g= 2 (Ri-AR)?
13. ROA = Net income available to common stockholders =1
Total assels n-1
. 25. Ka = ka{1-T)
14. ROE = Net jncome available to common stockholders _
Common equity 286. Ko = Df (MV-other costs)
27. Ke =({Di/MV}+g
28.

Kne_= ( Dy/MV-other cost} +g
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