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QUESTION 1
A. Four mystery businesses have left clues about themselves. Your task is to unmask
each one.

"l am registered under just my owner's name. He risked everything when we

£ had debts last year."

B "We are two architects who split profits 50/50. Our clients know us as 'Tan &
Razif Associates"."

c | "We have 12 shareholders, but the public cannot buy our shares. Our name
ends with 'Sdn. Bhd."

D "Millions of Malaysians own a small piece of me. You can buy my shares on
Bursa Malaysia any weekday".

Required:

a. Classify each mystery business under the correct form of business entity.

(4 marks)
b. For each business, clarify ONE (1) ownership characteristics that confirms your
clarification.
(2 marks)
B. Management of ABC Berhad has proposed eliminating internal audits and reducing

board monitoring activities as part of a cost-reduction strategy.

Required:
Assess the potential consequences of this proposal from the perspective of Agency
Theory.

(4 marks)

(Total: 10 marks)
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QUESTION 2

a. During a recent board meeting, the management team of Maju Jaya Bhd discussed the

company's slow sales growth and the possibility of revising its credit policy to attract
more customers.

Chairperson: "Our sales have been stagnant over the last two years."

Marketing Director: "Customers are requesting more flexible credit terms. If we revise
our policy, sales could increase significantly."

Finance Manager: "I have prepared the following projection for the Board's
consideration."
Item Current Policy Proposed Policy
Credit Terms 1/10, net 30 2/20, net 50
Annual Sales RM5,800,000 RM7,400,000
Customers Taking Discount 30% 65%
One year 365 days
Required:

As the Finance Manager, prepare an analysis for the Board by computing:

i. Annual Percentage Rate (APR) and Annual Percentage Yield (APY) for both
credit policies.

(6 marks)
ii. The investment in accounts receivable under each policy.
(6 marks)
b. Aroma Kitchen Sdn. Bhd. manufactures ready-to-cook rendang paste for distribution to

supermarkets and retail outlets throughout Malaysia. The company relies on chili paste
as a key raw material in its production process. To improve inventory efficiency and
minimize inventory-related costs, the production manager is reviewing the company's
ordering policy. The production process is illustrated below:

Raw Chili Paste — Mixing Process — Packaging — Finished Product

The following information is available for the coming year:

Information Value

Annual Production 360,000 packs

Chili Paste Required per Pack 0.05 kg

Purchase Cost of Chili Paste RM12 per kg

Ordering Cost RMG60 per order

Carrying Cost 15% of inventory value per kg
Lead Time 4 days

Working Days per Year 240 days
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Required:
Compute the following for chili paste inventory:

i. Economic Order Quantity (EOQ).

(2 marks)
i, Total annual inventory cost at the EOQ level.

(2 marks)
iii. Reorder Point (ROP).

(2 marks)

¢ The Finance Manager of Fresh Valley Sdn. Bhd. needs RM800,000 to finance the
purchase of raw materials for the next year. During a management meeting, two
financing proposals were presented:

Bank Alpha: "We can offer a loan at 8% per annum using a simple interest
arrangement."

Bank Beta: "We can offer a lower rate of only 7.5% per annum through a discount loan
facility."

The Managing Director immediately commented:

"Bank Beta appears to be the better choice because it offers the lower interest rate."

Required:
i. Calculate the Effective Annual Rate (EAR) for each financing proposal.
(5 marks)
ii. Examine whether the Managing Director's belief is consistent with the effective
borrowing cost of the two financing options.

(2 marks)

(Total: 25 marks)
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QUESTION 3

a. BrightPrint Packaging Sdn. Bhd., a company specialising in eco-friendly packaging
products, is evaluating whether to replace its existing printing machine with a new digital
printing machine on 1 January 2027.

The relevant information is as follows:

Existing Printing Machine

* Original purchase price: RM900,000

« Current age: 5 years (remaining useful life: 4 years)
* Current market value: RM220,000

New Digital Printing Machine

* Purchase price: RM1,950,000
* Installation cost: RM80,000
+ Additional working capital required: RM70,000

Operating Period: 1 January 2027 — 1 January 2035

Item Existing Printing Machine | New Digital Printing Machine
Revenue generated RM550,000 RM880,000

Maintenance cost RM240,000 RM110,000

Operating labour cost | RM180,000 RM90,000

Depreciation method Straight line method

* Expected salvage value of new digital printing machine: RM420,000
* Recovery of working capital: RM70,000

Additional Information

 Corporate tax rate: 25%

* Cost of capital: 16%

Required:

Based on the information above, calculate:

i. Initial outlay.
(8 marks)

ii. Annual differential after-tax cash flow.
(8 marks)
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iii. Terminal cash flow.

(2 marks)
iv.  Payback period.

(2 marks)
V. Net present value (NPV).

(8 marks)

b. Based on your answer in part (a), determine whether BrightPrint Packaging Sdn. Bhd.
should replace the existing machine with the new digital printing system.
(2 marks)

& FreshMart Berhad, a retail company, is considering opening a new supermarket in Shah
Alam. The project requires an immediate investment of RM850,000, which includes
renovation costs, equipment purchases, and working capital.

The supermarket is expected to generate additional annual after-tax cash inflows of
RM220,000 annually for the next 6 years. At the end of Year 6, the project is expected
to generate an end-of-project cash recovery of RM100,000, comprising RM70,000
residual value of assets and RM30,000 recovery of working capital.
Required:
i. Calculate the Internal Rate of Return (IRR) of the proposed supermarket project.
(8 marks)
i. Determine whether FreshMart Berhad should undertake the project if the
company's required rate of return is 15%. Justify your answer.
(2 marks)

(Total: 40 marks)

6 CONFIDENTIAL



CONFIDENTIAL MAY 2026/SET A/FIN3223

QUESTION 4

A. Apex Berhad currently has 2,000,000 ordinary shares outstanding. The company is
considering issuing a 10% share dividend. At the same time, management is deciding
whether to continue rewarding shareholders through dividends or retain earnings to
finance future expansion projects.

Required:
a.  Assess the total number of ordinary shares outstanding after the share dividend.

(3 marks)

b.  Analyse the company's decision using the Bird-in-the-Hand Theory and Tax
Preference Theory.

(9 marks)

o Based on above theories, evaluate whether the company should prioritise
dividend payments or earnings retention.

(3 marks)

B. Explain TWO (2) differences between a merger and an acquisition.
(4 marks)

C. ABC Manufacturing Sdn. Bhd. exports furniture to the United States. Recently, the
company faced several challenges:

e The Malaysian Ringgit depreciated significantly against the US Dollar.

e Demand for furniture decreased due to an economic recession.
* One of the company's production machines broke down unexpectedly.

Required:

Assess THREE (3) types of risk faced by ABC Manufacturing Sdn. Bhd. based on the
situation above.

(6 marks)

(Total: 25 marks)

(TOTAL: 100 MARKS)

END OF QUESTION PAPER
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