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QUESTION 1

EcoFresh Manufacturing Sdn Bhd is a company involved in the production and distribution of
eco-friendly household products throughout Malaysia. Due to increasing competition and
fluctuations in raw material prices, the Managing Director has requested the Finance
Manager, Ms. Aina, to evaluate the company's financial performance and compare it with
industry benchmarks.

EcoFresh Manufacturing Sdn Bhd
Statement of Financial Position as at 31 December 2024

RM
Cash 12,000
Marketable Securities 18,000
Trade receivables 42.000
Inventories 28,000
Property, plant and equipment 150,000
Total assets 280,000
Liabilities
Trade payable 18,000
Accrued expenses 12,000
Short term loan 10,000
Long term Debt 70,000
Share capital 130,000
Retain earnings 40,000
Total liabilities and equity 280,000
EcoFresh Manufacturing Sdn Bhd
Statement of Profit or Loss and Other Comprehensive Income
for the Year Ended 31 December 2024
RM
Revenue 700,000
Less: Cost of goods sold (280,000)
Selling expenses (50,000)
Administrative expenses (120,000)
Earnings before interest and taxes 250,000
Interest (30,000)
Earning Before Tax 220,000
Less: Taxes (25%) (55,000)
Net profit 165,000
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Industry average ratios:

Industry Average Ratios

Quick Ratio 1.5 x
Average Collection Period 22 days
Inventory Turnover Ratio ‘ 10.0 x
Debt Ratio 35%
Times Interest Earned 6.0 x
Gross Profit Margin 60%
Net Profit Margin 20%
Return on Assets 55%
Notes:

i.  Opening inventories as at 1 January 2024 was RM24,000.
ii. Use a 360-day year.
iii. Assume all purchases were made on credit.

Required:
a. Find the relevant financial for EcoFresh Manufacturing Sdn Bhd.
(17 marks)
b. Based on your answer in (a), interpret the company's financial performance and financial
position with the industry averages.
(8 marks)

(Total : 25 marks)
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QUESTION 2

Naas Bhd is considering investing in Project AZ and NA. Its owner Azura is a risk-averse
investor has forecasted the projects’ returns as follows:

Scenario Probability of Project AZ’s returns (RM) Project NA's returns (RM)

Occurrence
Depression 25% (2,000) (1,000)
Decline 25% 4,000 5,000
Growth 30% 8,000 7,000
Boom 20% 10,000 11,000
Required:
a. Calculate the expected return for both projects.
(5 marks)
b. Calculate the standard deviation for both projects.
(9 marks)
c. Determine how Azura can evaluate the risk per unit of return for Project AZ and Project
NA. Justify your answer with calculation (if any).
(2 marks)
d. Based on your answer in (c), explain how the coefficient of variation can assist Azura
in choosing Project AZ and Project NA.
(4 marks)

(Total: 20 marks)
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QUESTION 3

Makanan Segar Nusantara Sdn Bhd is one of the leading food manufacturers in Malaysia. In
response to growing consumer demand and increasing competition within the industry, the
company is evaluating a proposal to acquire a new automated food packaging system.
Management believes that the investment will improve production efficiency, reduce
operating costs and strengthen the company's competitive position in the market.

The acquisition of the new automated packaging system requires a purchase price of
RM1,800,000. Additional costs include delivery expenses of RM30,000, installation costs of
RM40,000 and system integration costs of RM25,000. Prior to commencing operations, the
company already incurred staff training expenses of RM20,000. The project requires an
increase in inventory of RM80,000, while accounts payable is expected to increase by
RM30,000, thereby partially offsetting the additional working capital requirement.

The equipment is expected to have a useful life of five years and an estimated salvage value
of RM150,000 at the end of the project. Straight-line depreciation will be applied throughout
the asset's useful life amounting RM349,000.

Management forecasts that the investment will generate different operating benefits
throughout the project's life. During years 1 to 3, the system is expected to generate additional
annual sales revenue of RM450,000, labour cost savings of RM80,000 and maintenance cost
savings of RM30,000. Additional annual operating expenses of RM100,000 are also expected
during this period.

As demand for the company's products is projected to increase further, the annual additional
sales revenue is expected to rise by RM600,000 during years 4 and 5. Labour cost savings

and maintenance cost savings are projected to increase by RM100,000 and RM40,000,

respectively, while additional annual operating expenses are expected to increase by
RM120,000.

Makanan Segar Nusantara Sdn Bhd is subject to a corporate tax rate of 25% and uses a cost
of capital of 12% for investment appraisal purposes.

Required:
a. Calculate the following:

i. Net initial outlay.

(8 marks)
ii. After-tax differential cash flow.
(10 marks)
iii. Terminal cash flow.
(1 mark)
iv. Payback period.
(1 mark)
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V. Net present value
(4 marks)
vi. Internal rate of return (IRR).
(4 marks)
b. Based on your calculations, recommend whether Makanan Segar Nusantara Sdn

Bhd should proceed with the acquisition of the automated food packaging system.
(2 marks)

(Total: 30 marks)
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QUESTION 4

Eco Utilities Berhad, a leading water treatment and utility services provider headquartered in
Shah Alam, is planning to finance the construction of a new advanced water treatment facility
to support the growing demand for clean water in the northern region of Peninsular Malaysia.
The project requires a substantial capital investment and is expected to enhance the
company’s operational efficiency while strengthening its position in the utilities industry.

The company has established the following target capital structure:

Source of Capital Weight
Debenture 45%
Preference Shares 10%
Common Stock 20%
Retained Earnings 25%

Currently, Eco Utilities Berhad has debenture outstanding with a 10 years maturity and a
coupon rate of 7%. These debentures are currently trading at RM970 per debenture in the
market, compared to their par value of RM1,000 as per debenture. If the company decides to
issue new debenture, flotation costs of RM30 per debenture will be incurred.

The company also has preference shares that pay an annual dividend of 8% on a par value
of RM100. These preference shares are currently selling at RM102 per share. New
preference share issues would incur flotation costs 4% of the current market price.

Eco Utilities Berhad’s ordinary shares are currently trading at RM55 per share. The company
recently paid a dividend of RM4.20 per share, and the dividends are expected to grow
indefinitely at a constant rate of 5% per annum. If new ordinary shares are issued by the
company, flotation costs are estimated at 7% of the current market price.

At present, the company has RM12 million in retained earnings available for reinvestment,
However, the total cost of the proposed water treatment facility is estimated at RM40 million.
The corporate tax rate that applicable to the Eco Ultilities Berhad is 27%.

Required:
a. Determine the cost of capital for:
i After tax cost of debt.
(10 marks)
i. Preference shares.
(2 marks)
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iii. Internal equity.

(3 marks)
iv. External equity.
(3 marks)
b. Calculate the maximum capital expenditure the company can finance without
issuing new equity
(2 marks)
C. If the company uses external equity for financing, calculate the Weighted Average
Cost of Capital (WACC).
(5 marks)

(Total: 25 marks)

(TOTAL: 100 MARKS)

END OF QUESTION PAPER
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APPENDIX 1

10.

1.

12.

13.

14,

15.

16.

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
Non-current assets

TAT = Sales
Total assets

GPM = Gross profit
Sales

OPM = EBIT
Sales

Debt Equity Ratio = Total debt
Total equity
DR = Total debt
Total assets

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

NPM = Net income available to common stockholders

Sales

ROA = Net income available to common stockholders
Total assets

ROE = Net income available to common stockholders
Common equity

Payback period = Initial outlay
Annual cash flow

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

17.

18

19

20

21

22

23

24,

25.

26.

27.

28.

NPV = 3%  ACFt - Initial outlay
=1 (1H)1

. HPR=Cl +CG
PP

. HPR = (PYPt-1) -1

. CAPM: ROR = Rs + B(Rm- Ry)
Er=3% (PxR)

. Ep=w1E1 + W2E2 + .... + wnEn

.Ar=3R
N

n
o= \4& —Er2P(R)
i=1

Ka = ke(1-T)
Ke = D/ (MV-other costs)
Ke =(D1/MV) +g

Kne = ( D1/MV-other cost) + g
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