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Q1

Q2

The ledger of Zasche Travel Agency on March 31, 2017 in the Unadjusted Trial Balance
includes the selected accounts before adjusting entries.

Zasche Travel Agency
Unadjusted Trial Balance
March 31, 2017
Debit Credit

Account RM RM
Supplies 3,500

Account receivables 2,400

Prepaid rent 2,800
Equipments 13,000

Cash 31,000

Capital 13,000
Accumulated depreciation-Equipment 2,000
Service revenue 40,400
Unearned revenue 9,300
Utilities expense 1,200

Drawings 3,800

Salaries expense 7,000

Total 64,700 64,700

An analysis of the accounts shows the following:

The computer depreciates RM500 per month.

70 per cent of the unearned revenue was earned during the quarter.
Supplies on hand total RM2,000.

Rent was paid as deposit for four months rental on 1% of January 2017.
Another utility bill of RM250 has just been received.

bl R

Based on information given;

(a) Prepare the adjusting entries at March 31, assuming that adjusting entries are made

quarterly.
(13 marks)
(b) Prepare the adjusted trial balance (show all the calculations).
(12 marks)
(a) Discuss FOUR (4) basic components of financial environment.
(8 marks)
(b) Explain the concept of time value of money.
(5 marks)
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Q3

(¢)  Your firm has the option of making an investment in new software that will cost
RM130,000 today and is estimated to provide the savings shown in the Table Q2(c)

over its 5-year life. The firm requires a minimum annual return of nine per cent on all
investments.

Table Q2(c): Saving estimation on software investment

Year Savings estimate (RM)
1 35,000
2 50,000
3 45,000
4 25,000
5 15,000

Determine whether the firm should make this investment.
(8 marks)

(d A firm borrows RM30,000 from the bank at 13 per cent compounded annually to
purchase a new machine. This loan is to be repaid in equal annual installments at the
end of each year over the next 4 years.

Calculate how much will each annual payment be.
(4 marks)

Vivie Corp. is considering acquisition of a new wrapping machine. The initial investment is
estimated at RM500,000, and the machine will have a 5-year life with no salvage value. The
projected cash inflows are shown in Table Q3. Assume that a required rate of return is 10 per
cent.

Table Q3: Projected cash inflows

Year Project A (RM)
1 200,000
2 187,500
3 150,000
4 175,000

(a) Determine the following items for this project:

) Payback period.
(4 marks)

(i)  Discounted payback period.
(4 marks)
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(b)

(a)

(b)

(©)

BPB 14203

(iii))  Net Present Value (NPV).

(4 marks)
(iv)  Profitability Index (PI).

(3 marks)
%) Internal Rate of Return (IRR).

(7 marks)
Determine if the investment should be accepted based on the above calculations.

(3 marks)
Explain the concept of working capital.

(5marks)

Giddeon Electric Corp. has been striving for the last three years to improve its
management of working capital. Historical data for the firm’s sales, account receivable,
inventories and accounts payable are shown in Table Q4(b).

Table Q4(b):Financial data for 2014-2016

Jan-2014 Jan-2015 Jan-2016
Sales-Net 2,300 2,800 6,200
Receivables-Total 330 430 722
Accounts Payable 226 360 832
Inventories-Total 176 234 560
Cost of goods sold 1,120 1,360 3,200
Calculate:

(i) Days of sales outstanding for each of the three years.
(ii))  Days of sales in inventory for each of the three years.
(iii)  Cash conversion cycle for each of the three years.

(12 marks)
(iv)  Evaluate the overall working capital management of Giddeon Electric Corp.
(3 marks)
Discuss TWO (2) types of unsecured short-term financing sources.
- (5 marks)

e

- END OF QUESTIONS -
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FINAL EXAMINATION

SEM 1/2017-2018

BUSINESS FINANCIAL MANAGEMENT
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