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QUESTION 1

Warisan Hospitality Sdn Bhd, a mid-sized hospitality group operating hotels and resorts in
major tourist destinations across Malaysia, has been facing challenges following shifts in
market conditions and rising operational costs. The Chief Executive Officer has tasked the
financial controller, Mr. Haziqg, to perform a comprehensive ratio analysis of the company's
financial position and benchmark it against the industry averages.

Warisan Hospitality Sdn Bhd
Statement of Financial Position as at 31 December 2024

RM
Cash 8,400
Short-term investments 31,600
Trade receivables 38,000
Inventories 22,000
Property, plant and equipment 195,000
Intangible assets 5,000
Total assets 300,000
Liabilities
Trade payable 25,000
Accrued expenses 11,000
Short term loan 9,000
Long term borrowings 80,000
Share capital 140,000
Retain earnings 35,000
Total liabilities and equity 300,000
Warisan Hospitality Sdn Bhd
Statement of Profit or Loss and Other Comprehensive Income
for the Year Ended 31 December 2024
RM
Revenue (55% on credit) 600,000
Less: Cost of goods sold (210,000)
Selling & distribution expenses (45,000)
General & administrative expenses (175,000)
Earnings before interest and taxes 170,000
Interest (20,000)
Less: Taxes (25%) (37,500)
Net profit 112,500
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Below are the most recent industry average ratios:

Industry Average Ratios

Current ratio 2.5 x | Operating profit margin 32%
Inventory turnover 12.0 x | Net profit margin 22%
Debt ratio 30% | Return on equity 70%
Debt to equity ratio 50% | Total assets turnover 1.8 x
Notes:
i. Opening inventories as at 1 January 2024 was RM18,000.
ii. Use Du Pont Analysis to calculate Return on Equity.
iii. The company uses a 360-day year.
Required:
a. Find the relevant ratios for Warisan Hospitality Sdn Bhd. :
(17 marks)
b. Based on your answer in (a), interpret the company's financial performance in 2024,
(8 marks)

(Total: 25 marks)
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Danau Wealth Management is selecting a stock for its fixed income balanced fund. Returns
next year are expected to vary depending on the interest rate environment, with the following

probabilities:
Scenario Probability Stock HS Stock NA Stock AS
Rate hike 25% 8% 10% 9%
Rate hold 50% 14% 12% 13%
Rate cut 25% -8% -8% 2%
Required:
Based on the information given for each stock, calculate the following:
a. Expected return.
(6 marks)
b. Standard deviation.
(9 marks)
c. Coefficient of variation.
(3 marks)
d. If you are as rational investor, recommend which stock to invest in.
(2 marks)

(Total: 20 marks)
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QUESTION 3

Maju Hijau Packaging Sdn Bhd is a Malaysian company that produces biodegradable
packaging materials for the food and beverage industry. In line with the growing demand for
environmentally friendly products, the company is considering investing in a new automated
production line to enhance its manufacturing capacity and improve operational efficiency.

The proposed machine is expected to support the company’s long-term expansion strategy
by increasing production output while reducing dependence on manual labour. The purchase
price of the machine is RM1,500,000. In addition, the company will incur transportation costs
of RM35,000, installation costs of RM25,000 and testing and commissioning costs of
RM20,000 before the machine can be fully operational. Staff training expenses amounting to
RM15,000 has been incurred before the machine is acquired. The project requires an
additional investment in inventory of RM60,000. However, accounts payable are expected to
increase by RM20,000, thereby reducing the net working capital requirement.

The machine is expected to have a useful life of six years and an estimated salvage value of
RM120,000 at the end of its economic life. The company applies the straight-line depreciation
method for fixed assets. Depreciation for this machine is RM243,333.

Management forecasts that the new production line will generate additional annual sales
revenue of RM420,000. Furthermore, labour cost savings of RM70,000 and maintenance cost
savings of RM30,000 are expected each year. However, the operation of the new machine
will result in additional annual operating expenses of RM80,000.

Maju Hijau Packaging Sdn Bhd is subject to a corporate tax rate of 24% and uses a required
rate of return of 10% when evaluating investment proposals.

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)
V. Net present value
(4 marks)
Vi. Internal rate of return (IRR).
(4 marks)

3 CONFIDENTIAL



CONFIDENTIAL MAY 2026/SET A/FIN2203

b. Based on your calculations, explain whether Maju Hijau Packaging Sdn Bhd should
proceed with the proposed investment.
(2 marks)

(Total: 30 marks)
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QUESTION 4

Smart Health Berhad, a leading private healthcare provider headquartered in Kuala Lumpur,
is planning to finance the construction of a new specialist medical centre in Penang. The Chief
Financial Officer (CFO), Ms. Aina Rahman, has been instructed by the Board of Directors to
evaluate the company'’s cost of capital before proceeding with the investment decision.

Target capital structure:

Source of Capital Weight
Bonds 40%
Preference Shares 10%
Common Stock 25%
Retained Earnings 25%

Smart Health Berhad currently has bonds outstanding with a 15 years maturity and a coupon
rate of 6%. These bonds are currently trading at RM940 per bond in the market, compared to
their par value of RM1,000 per bond. If the company decides to issue new bonds in the
market, flotation costs of RM25 per bond will be incurred.

The company also has preference shares that pay an annual dividend of 7% on a par value
of RM100. These preference shares are currently selling at RM95 per share. New preference
share issues would incur flotation costs equal to 5% of the current market price.

SmartHealth Medical Group’s ordinary shares are currently trading at RM45 per share. The
company recently paid a dividend of RM3.60 per share, and dividends are expected to grow
indefinitely at a constant rate of 6% per annum. If new ordinary shares are issued, flotation
costs that will be imposed are estimated at 8% of the current market price.

Currently, the company has RM10 million in retained earnings available for reinvestment.
However, the total cost of the proposed the new specialist medical centre is estimated at
RM35 million. While, the corporate tax rate applicable to the company is 27%.

Required:
a. Determine the cost of capital in the following:
i After tax cost of debt.
(10 marks)
ii. Preference shares.
(2 marks)
iii. Internal equity.
(3 marks)
iv. External equity
(3 marks)
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b. Calculate the maximum capital expenditure the company can finance without
issuing new equity |
(2 marks)
o If the company uses external equity for financing, calculate the Weighted Average
Cost of Capital (WACC).
(5 marks)

(Total: 25 marks)

END OF QUESTION PAPER
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APPENDIX 1

10.

11.

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 = [nitial 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 =%  ACFt - Initial outlay
=1 (1)

. HPR=Cl +CG
PP

. HPR = (Pt/Pt-1) -1
. CAPM: ROR = Rt + B(Rm- Ry)
.Er=% (PxR)

. Ep=w1E1 +wW2E2 + .... + wnkn

JAr=3 R
N

n
= \/éRL—Er)Z P(R)

n

o= ¥ (Ri-AR)?

i=1

n-1

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

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