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QUESTION 1

a. Daniel has recently started investing part of his income into an equity index fund that is
known for steady long-term growth. He decides to consistently set aside RM21,000 every
year for 15 years, regardless of market ups and downs, trusting the fund’s average return
of 7% per year. Assuming he stays disciplined with his contributions throughout, how
much would he have accumulated by the end of the 15 years?

(3 marks)

b. Siti has a financial obligation that must be fully settled in 3 years, amounting to RM1,112.
Instead of waiting and trying to save later, her friend Farhan suggests placing a single
lump sum into a savings account today that earns 4% interest per year, so that it naturally
grows into the required amount by the deadline. What amount should Farhan deposit
now so that Siti's obligation is fully covered at the end of 3 years?

(3 marks)

o An investor is evaluating a savings product offered by a local bank that promotes a high
annual return of 24%, with interest compounded every month. He decides to test it by
placing an initial deposit of RM14,000 and leaves it untouched for 2 years to observe
how the compounding effect works in practice. How much would the account balance be
after 2 years?

(5 marks)

d. A renewable energy project is being assessed by an investor group. The project is
expected to generate consistent cash inflows of RM55,500 every year for 7 years.
However, because of risk considerations and alternative investment opportunities, the
investors require a return of 7% annually before committing funds. Based on these
expectations, they want to determine the maximum amount they should be willing to pay
today to acquire the project’s income stream. What is that amount?

(3 marks)

e. A young professional is planning early retirement and sets a long-term goal of having
RM110,000 saved within 9 years. Instead of irregular saving, she plans to deposit a fixed
amount into a savings account that offers 5% annual interest, allowing the savings to
grow steadily over time. Assuming she starts now and does not miss any contributions,
what amount should she set aside today to reach her target?

(3 marks)

f. A parent opens a savings account for a long-term goal and deposits RM5,000 as an
initial amount. The account earns 7% interest per year, compounded annually, and no
additional deposits or withdrawals are made. The money is left untouched for 10 years
as part of a long-term financial plan. How much will the account balance be after 10
years?

(3 marks)

g. A borrower takes a personal loan of RM7,000 from a financial institution to cover
emergency expenses. The agreement requires the loan to be repaid in equal yearly
instalments over 4 years, with an interest rate of 6% per year applied on the outstanding
balance. What would each yearly repayment amount be to settle the loan within the
agreed period fully?

(5 marks)
(Total: 25 marks)
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QUESTION 2

A diversified manufacturing group, Orion Nexus Holdings, is currently reviewing a major
expansion project estimated at RM211 million. The CFO is reassessing the company’s
financing structure, considering multiple funding alternatives and the impact on cost efficiency
and capital structure stability. As of 31 March 2026, Orion Nexus Holdings reports the following
capital structure:

Component RM’000
Bonds 310,000
Preference Shares 210,000
Ordinary Share Capital 110,000

Share Premium 110,000
Retained Earnings 140,000
Total 880,000

The company is evaluating three financing routes:

The first option involves issuing new bonds with a nominal value of RM1,000 each at RM900
per unit. However, each bond issue will incur an RM14 issuance cost per unit. The bonds carry
a 12% annual coupon rate and will be redeemed at par (RM1,000) after 15 years.

The second option is to issue preference shares with a par value of RM100 at an issue price
of RM120 per share, offering a 6% dividend rate. A 4% flotation cost based on the issue price
will be incurred.

The third option is to raise funds through new ordinary shares currently trading at RM7 per
share, but the market issue price will incur a 5% flotation cost. The most recent dividend paid
was RMO0.50 per share, expected to grow at a constant rate of 6% per annum indefinitely.
Additionally, Orion Nexus Holdings has set aside RM44 million of retained earnings to partially
finance the project. The corporate tax rate is 25%.

Management is now analyzing the implications of each financing source before finalizing the
optimal capital structure for the expansion.

Required:
a.  Compute the following:

i. The number of bonds, preference shares, and ordinary shares that must be issued
to meet the financing requirements.

(5 marks)
ii.  The after-tax cost of debt for the proposed bond issuance.
(7.5 marks)
ii.  The cost of preference share financing.
(2.5 marks)
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iv.  The cost of retained earnings using an appropriate equity valuation approach.
(4 marks)

V. The cost of raising new external equity through ordinary shares.
(3 marks)

b.  Assess the maximum capital expenditure the firm can undertake without resorting to new
equity issuance.
(1 mark)

C. Show the weighted average cost of capital (WACC) assuming the investment is fully
implemented using the available sources of finance.
(2 marks)

(Total: 25 marks)
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QUESTION 3

A boutique investment advisory firm, Hydrangea Capital Advisory, has been engaged by a private
conglomerate preparing for a potential merger and internal restructuring exercise. Before any
negotiations proceed, the board wants a clearer understanding of how the company should be valued
and why such a valuation matters in strategic decision-making.

The engagement team explains that valuing a business is not a simple “price tag” exercise. Instead,
it requires careful consideration of multiple dimensions such as financial performance, asset quality,
risk profile, expected future earnings, and prevailing market conditions. Different stakeholders may
also apply different approaches depending on industry norms and valuation objectives. In this context,
the board is seeking a structured explanation of valuation concepts to support their upcoming
decision-making process.

Required:

a.  Assess FIVE (5) reasons why business valuation is important for stakeholders such as investors,
managers, and potential acquirers.

’ (5 marks)

b.  Construct TWO (2) common techniques used in determining the economic value of a business.

(5 marks)

(Total: 10 marks)
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QUESTION 4

a.  Aurora Hijab Essentials Sdn Bhd is a Malaysian lifestyle beauty-tech firm known for its halal-
certified, wudhu-compatible skincare innovations. Since its early beginnings in 2015 as a
small-scale enterprise, the company has evolved into a private limited entity with a strong
regional presence, operating in Malaysia, Singapore, Brunei, and Thailand. Its distribution
ecosystem now spans more than 200,000 independent partners across Southeast Asia.

To support its next phase of growth, the company is launching a new advanced production
line aimed at enhancing product customization capabilities. This expansion involves acquiring
a specialized manufacturing machine priced at RM2.1 million, which will be depreciated on a
straight-line basis over a 9-year useful life. In addition, the project requires RM140,000 for
logistics and installation, as well as RM54,000 allocated for staff technical training.

As part of a strategic collaboration, Syed Mokhtar AlBukhary Company has agreed to finance
50% of these setup-related expenses as a goodwill contribution. The machine is to be
purchased via a supplier credit arrangement, which carries an annual financing charge of
RM44,000. Operationally, the new line is projected to generate sales revenue beginning at
RM500,000 in the first 5 years, with annual increments of RM150,000 thereafter until the end
of the machine’s 9-year economic life. The project is subject to a 25% corporate tax rate, and
the required rate of return is 12% per annum.

Required:
i. Show the initial cash outlay for the project.

(3 marks)
ii. Compute the annual differential cash flow associated with the project.

(9 marks)
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b.  Amanah Niaga Holdings Sdn Bhd, a Malaysian Muslim-owned company specializing in
halal food manufacturing and distribution, is currently assessing two strategic expansion
opportunities to strengthen its market presence across Southeast Asia. Due to financial

constraints and operational capacity, the company can only proceed with one investment
proposal. :

The Chief Financial Officer (CFO) believes that the project generating the greatest value
contribution to shareholders should be prioritized. However, the Managing Director argues
that the project with the higher percentage return would be the more attractive choice.

Both investment opportunities are expected to operate within comparable planning

periods, and the company applies a required rate of return of 10% when evaluating capital
projects.

The projected net after-tax cash inflows for the two proposals are as follows:

ueensland Victoria
= .Q(R_M:oom L (RMG0)
0 (55,000) (65,000)
1 15,000 50,000
2 60,000 25,000
3 - 10,000

The management team has requested a financial assessment before making its final
investment decision.

Required:
I Compute the following for each project:

a.  Net Present Value (NPV).

(12 marks)
b. Internal Rate of Return (IRR).

(10 marks)
C. Profitability Index (PI).

(4 marks)

ii. Discover which project the company should undertake and justify your
recommendation.

(2 marks)

(Total: 40 marks)

(TOTAL: 100 MARKS)

END OF QUESTION PAPER
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