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QUESTION 1

A. AgroMas Bhd must choose between two farming projects for the upcoming season:
Condition Project Padi Project Durian
Wet Season RM250,000 RM600,000
Dry Season RM250,000 RM150,000
Drought RM250,000 RMO

The company's shareholders are concerned about the level of risk associated with
each project. In particular, investors in AgroMas Bhd's pension fund prefer stable
returns and have a low tolerance for uncertainty and potential losses.

Required:
a. Using the concept of risk in corporate financial management, explain limitations
of profit maximisation as a decision criterion for AgroMas Bhd.
(4 marks)
b. Discuss the difference in risk between Project Padi and Project Durian based
on the expected profits under different weather conditions.
(2 marks)
B. During periods of economic uncertainty, businesses often face difficulties in obtaining

financing, while investors become more cautious in making investment decisions.

Required:

Assess the roles of financial markets and financial institutions in ensuring the
continuous flow of funds within Malaysia's financial system during such periods.

(4 marks)

(Total: 10 marks)
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QUESTION 2

a. TechSmart Electronics Sdn. Bhd. sells electronic devices on credit and purchases
inventory from suppliers. The company recorded the following information for 2025:

Annual sales = RM54,000,000

Credit terms offered to customers = 2/15, net 30
70% of customers take the discount

Year consists of 360 days

For inventory management:

Annual demand = 2,400 units

Ordering cost = RM300 per order
Carrying cost = RM60 per unit per year
Lead time = 4 days

The company operates 240 days per year

e @ @ @ o

Required:
Based on the information above, compute the following:

i. Average Collection Period (ACP).

(3 marks)
i. Average Daily Sales (ADS).

(3 marks)
iii. Average Accounts Receivable,

(3 marks)
iv. Economic Order Quantity (EOQ).

(4 marks)
V. Reorder Point (ROP).

(4 marks)
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b. Bright Vision Trading purchases inventory under credit terms of 3/10, net 30. The
company is considering two alternatives:
Alternative A
Use bank financing at 8% per annum and pay within the discount period.
Alternative B
Forgo the discount and pay on the 30th day.
The finance manager calculated that the cost of foregoing the discount is
approximately 56.44% Annual Percentage Yield (APY).
Required:
Analyse whether Bright Vision Trading should take the supplier's discount or forego it.

Support your answer using financial reasoning.
(8 marks)

(Total: 25 marks)
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QUESTION 3

a. FreshBrew Manufacturing Berhad is considering replacing its existing industrial coffee
packaging system with a more advanced automated packaging machine to improve
production efficiency.

The current packaging system was acquired 6 years ago at a cost of RM900,000. It
has a remaining useful life of 8 years and is being depreciated using the straight-line
method. It has no expected salvage value at the end of its remaining life. If the
company decides to replace it now, the current packaging system can be sold for
RM250,000. The proposed automated packaging machine costs RM1,500,000 and
has an estimated useful life of 12 years. At the end of its useful life, it is expected to
have a salvage value of RM500,000. The company uses the straight-line method to
calculate depreciation.

To bring the proposed automated packaging machine into operation, FreshBrew
Manufacturing Berhad must pay an import duty of RM10,000, transportation costs of
RM12,000, and installation expenses of RM6,000. Management expects the proposed
automated packaging machine to improve production speed and product quality,
resulting in an annual increase in net revenue of RM400,000.

The current packaging system requires frequent servicing and repairs, resulting in
annual maintenance costs of RM120,000. The proposed automated packaging
machine is expected to reduce these costs to RM70,000 per year. To ensure
employees can operate the proposed automated packaging machine effectively, the
company plans to conduct a training programme costing RM8,000.

The implementation of the proposed automated packaging machine will require an
additional investment in inventory amounting to RM25,000, while accounts payable are
expected to increase by RM18,000. The proposed automated packaging machine will
streamline operations and reduce staffing requirements, generating annual labour cost
savings of RM100,000. However, annual utility and software support expenses are
expected to increase by RM65,000.

The company's required rate of return is 12%, and its corporate tax rate is 30%.
Required:

Based on the information above, calculate:

i. Initial outlay.
(10 marks)
ii.  Annual differential after-tax cash flow.
(7 marks)
iii. Terminal cash flow.
(2 marks)
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iv.  Payback period.

(1 mark)
v.  Net present value.
(8 marks)
b. Based on your answer in part (a), determine whether FreshBrew Manufacturing
Berhad should replace the existing machine with the new automated packaging
machine.
(2 marks)
c. SmartCare Healthcare Sdn. Bhd. is evaluating a proposal to establish a new outpatient

healthcare centre in Melaka. The project requires an initial investment for renovation,
medical equipment, and working capital. The projected cash flows are as follows:

Items Amount (RM)

Initial Investment (Year 0) (960,000)

Annual After-Tax Cash Inflow (Years 1 — 6) 245,000

Residual Value of Assets (End of Year 6) 90,000

Recovery of Working Capital (End of Year 6) 40,000
Required:

iy Calculate the Internal Rate of Return (IRR) of the proposed project.
(8 marks)

ii. Determine whether SmartCare Healthcare Sdn. Bhd. should undertake the
project if the company's required rate of return is 14%. Justify your answer.
(2 marks)

(Total: 40 marks)
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QUESTION 4

A. Beta Berhad has 1,500,000 ordinary shares outstanding with a par value of RM1. The
company announces a 2-for-1 share split. Following the share split, management is
also considering repurchasing some of its shares from the market.

Required:

a.  Compute the number of shares outstanding after the share split.
(3 marks)

b.  Analyse the potential effects of the proposed share repurchase on shareholders,
share price, tax implications, and firm value.

(12 marks)
B. Explain TWO (2) non-financial motives that encourage companies to engage in
mergers.
(4 marks)
C. FreshMart Sdn. Bhd. aims to strengthen its risk management practices. The company

has recently:

e Obtained comprehensive insurance coverage for its delivery fleet.

e Expanded its supermarket operations into several states across Malaysia.

* Rejected an investment proposal involving a highly speculative digital asset.
Required:

Apply your knowledge of risk management approaches to:

L Identify the risk management approach represented by each decision.

(3 marks)

ii.  Explain how each approach contributes to reducing the company's overall risk
exposure.

(3 marks)

(Total: 25 marks)

(TOTAL: 100 MARKS)

END OF QUESTION PAPER
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