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(a) (1) Calculate NPV for each project as in Table Q1 by using 14% cost
of capital based on Appendix A and Appendix B.
(15 marks)

(ii))  Determine whether the project is acceptable.

(5 marks)

TABLE Q1 : Cash Flow for Potential Projects
Project A | Project B Project C Project D Project E
Initial Investment | RM26,000 | RM500,000 | RM170,000 | RM950,000 | RM80,000
(CFy)
Year (?) Cash inflows (CF))
1 RM4,000 | RM100,000 | RM20,000 | RM230,000 0
2 4,000 120,000 19,000 230,000 0
3 4,000 140,000 18,000 230,000 0
4 4,000 160,000 17,000 230,000 20,000
5 4,000 180,000 16,000 230,000 30,000
6 4,000 200,000 15,000 230,000 0
7 4,000 14,000 230,000 50,000
8 4,000 13,000 230,000 60,000
9 4,000 12,000 70,000
10 4,000 11,000
(b) Explain your choice if the projects are mutually exclusive.
(5 marks)

Frito International is attempting to evaluate the feasibility of investing RM95,000
in a piece of equipment that has a 5-year life. The firm has estimated the cash
inflows associated with the proposal as shown in Table Q2 below. The firm has a
12% cost of capital. Based on Appendix A and Appendix B, answer the

following questions.

TABLE Q2 : Cash inflows for new proposed equipment

Year (f) | Cash inflows (CF})
1 RM?20,000
2 25,000
3 30,000
4 35,000
5 40,000

(2)

Calculate the payback period for the proposed investment.

(3 marks)
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(b)
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(d)

(e)
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Calculate the profitbility index (PI) for the proposed investment.
(3 marks)

Calculate the net present value (NPV) for the proposed investment.
(4 marks)

Calculate the estimated internal rate of return (IRR) for the proposed
investment.

(10 marks)

Explain your recommendation using NPV and IRR.
(5 marks)

Ace's Business Forms has compiled several factors relative to its financing mix.
The firm pays 8 percent on its current assets and 10 percent on its fixed assets.
The firm's monthly current, fixed and total asset requirements for the previous
year are summarized in Table 3 below.

(a)

(b)

TABLE Q3 : Business asset requirements

Ace Business Forms

Current Fixed Total

Month Assets Assets Assets
January $125000  $250,000  $375,000
February 130,000 250,000 380,000
March 135,000 250,000 385,000
April 150,000 250,000 400,000
May 150,000 250,000 400,000
June 125,000 250,000 375,000
July 115,000 250,000 365,000
August 120,000 250,000 370,000
September 115,000 250,000 370,000
October 100,000 250,000 350,000
November 110,000 250,000 360,000
December 115,000 250,000 365,000

Determine the average monthly seasonal and permanent funds
requirement.
(14 marks)

Calculate the total cost of financing for conservative and agressive
strategy.
(6 marks)
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(©) Calculate the net working capital under the agressive and conservative
strategy.
(5 marks)

Q4 Adam's Aeronautics is interested in making sure it has enough money to finance
its assets. The company's current assets and fixed assets for the months of January
through December are given in Table Q4.

- TABLE Q4 : Business asset requirements

Month Current Assets  Fixed Assets Total Assets
January $60,000 $70,000 $130,000
February 58,000 70,000 128,000
March 55,000 70,000 125,000
April 47,000 70,000 117,000
May 40,000 70,000 110,000
June 41,000 70,000 111,000
July 40,000 70,000 110,000
August 37,000 70,000 107,000
September 38,000 70,000 108,000
October 33,000 70,000 103,000
November 40,000 70,000 110,000
December 50,000 70,000 120,000

(a) Calculate the average monthly seasonal and permanent funds requirement.
(14 marks)

(b) Determine the total cost of financing under the agressive and conservative
strategies assuming short-term fund costs 4.5% and the interest rate for
long-term funds is 12%.

(6 marks)

() Calculate the net working capital under the agressive and conservative
strategy.

(5 marks)

- END OF QUESTION -
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