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Ql (3

(b)

1) Identify FOUR (4) basic components of financial environment.

(4 marks)

(ii) Give THREE (3) major roles of finance.

(3 marks)

Valeria Trading, a furniture manufacturer, expects to receive the following mixed
stream of cash flows over the next 5 years from one of it customer.

Table Q1): Cash Flow of Valeria Trading

End of year Cash Flow (RM)
1 11,500
2 14,000
3 12,900
4 16,000
5 18,000

Valeria Trading expects to earn 8% on its investments.

Calculate the future value of the cash flow by the end of year 5. (Show the
calculation for each year in a table form).

(6 marks)

Amirah Fatini wishes to select the better of two 10-year annuities, C and D.
Annuity C is an ordinary annuity of RM2,500 per year for 10 years. Annuity D is an
annuity due of RM2,200 per year for 10 years.

Find the future value of both annuities, C and D at the end of year 10,assuming that
Amirah can earn :

6) 10% annual interest

(i)  20% annual interest.
(8 marks)

(iif) Comment on the results of both annuities at the end of year 10 for Q1(c)(i)

and Q1(c)(ii). (3 marks)
marks
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(d)

(e)

(a)

(b)
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Jivani wishes to take a bank loan of RM386,100 to be repaid in 10 equal payments
at the end of each of the next 10 years with interest rate of 5%.

Compute the annual payment of this loan.
(3 marks)

Determine the present value of a RM20,000 perpetuity discounted back to the
present at 8%.

(3 marks)
Define the capital budgeting decision model with the decision rule:
6)) The internal rate of return.

(3 marks)
(ii) The discounted payback period.

(3 marks)

Rizqi Business is looking at a project with the estimated cashflow as follows :

o Initial investment at start of project RM3,600,000

° Cashflow at end of year 1 RMS500,000

e  Cashflow at end of year 2 through 6 ~ RM625,000 each year
° Cashflow at end of year 7 through 9 RM530,000 each year
o Cashflow at end of year 10 RM385,000

The appropriate discount rate for the the project is 14 %. The management has
decided that the cut-off period is 6 years.

Calculate : (Show the calculation for each year in a table form).

(1) The payback period.

(8 marks)
(i)  The net present value (NPV).

(9 marks)
(iii)  The profitability index (PI).

(9 marks)

(iv)  Identify whether the management of Rizqi Business will accept or reject the
project under each decision models.
(3 marks)
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Q3 (a) Historical data for Ahjuma Corp are shown in Table Q3.
Table Q3:Financial data for 2016-2017
Jan-2016 | Jan-2017
Sales-Net 2,873 5,296
Receivables-Total 411 726
Accounts Payable 283 466
Inventories-Total 220 429
Cost of Goods Sold | 2,011 3,177
Compute:
(1) Days of sales outstanding for each of the two years.
(4 marks)
(i1) Days of payables outstanding for each of the two years.
(4 marks)
(i)  Cash conversion cycle for each of the two years.
(8 marks)
(iv)  Discuss the suitable action for Ahjuma Corp. to effectively manage
its” working capital based on the results in Q3(a)(iii).
(3 marks)
(b) Explain the hedging principle.
(5 marks)
(©) Give THREE (3) factors that influence the decision for selecting the sources
of short term financing.
(3 marks)
(d) The DefG Manufacturing Company uses commercial paper regularly to

support its needs for short term financing. The firm plans to sell RM100
million in 270-day-maturity paper, on which it expects to pay discounted
interest rate of 12 percent per annum (RM9,000,000 ). In addition, DefG
expect to incur a cost of approximately RM 100,000 in dealer placement fees
and other expenses in issuing the paper.

(1) Determine the effective cost of credit to DefG.
(5 marks)

(i1) State TWO(2) advantages of commercial paper.
(3 marks)

- END OF QUESTIONS — ="
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FINAL EXAMINATION

SEM 1/2018-2019

BUSINESS FINANCIAL MANAGEMENT COURSE CODE

BPB
BPB 14203
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