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This booklet contains 5 questions. Answer ALL questions.
All answers should be written in answer booklet.
Write legibly and draw sketches wherever required.
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QUESTION 1

Syira and Aliya are opening a restaurant to be named Delicious Restaurant. They
need outside capital to buy tools and equipment and also to run day-to-day business.
As a management consultant, they come to you for advice. Write a report to
demonstrate:

a) FIVE (5) alternative sources of finance available for the business. (10 marks)

b) TWO (2) advantages and TWO (2) disadvantages of each alternative source that

you provided in question 1(a) above. (10 marks)
c) THREE (3) factors to consider when choosing a source of finance. (9 marks)
QUESTION 2

Ariesa Construction’s projected sales for the 7 months of 2022 are as follows:

Jan Feb Mac Apr May Jun Jul
Sales RM (000) 180 360 540 720 360 360 90

i) The company collects 30% of its sales in the month of sales.

i) The customers are expected to settle their debts equally in the months
following the sales.

iy Purchases of raw materials are 60% of sales and are made one month in
advance.

iv) The payment for purchase is made in the months of sales.
v) Operating expenses will be 10% of the monthly sales.

vi) Other fixed monthly expenses:

Rental RM 38,000
Utilities RM 100,000
Insurance RM 15,000
Depreciation RM 12,000

vii) Tax payments of RM 38,000 are made at the beginning of each quarter.
viii) Ending cash balance on March 2022 is RM 6,000.

ix) Interest on RM 50,000 loan at 10% is payable every month.

From the information provided, prepare a cash budget for the second quarter
of 2022. (14 marks)
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QUESTION 3

Red Velvet Holding is evaluating two mutually exclusive projects that require an initial
investment of RM 50,000. Only one of which may be selected:

Expected cash inflow:

Project Y Project Z
(RM) (RM)
Year 1 10,000 15,000
Year 2 20,000 15,000
Year 3 26,000 15,000
Year 4 25,000 15,000
Year 5 15,000 15,000

The cost of capital is 15%.

a) Calculate the Payback period for both projects. Which project is preferred
according to this method? (4 marks)

b) Calculate the Net present value for both projects. Which project is preferred
according to this method? (8 marks)

c) Calculate the Internal Rate of return for project Y. (4 marks)

d) Produce an analysis of the pros and cons of each method that has been
used in this investment appraisal. (12 marks)

QUESTION 4

“Financial statements provide a comprehensive overview of the organization’s
financial health and performance, allowmg stakeholders to make informed
decisions about its future”

Define financial statements and explain their primary purpose in business. Provide
examples of the three main financial statements and briefly describe the information
each statement conveys. (20 marks)
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QUESTION 6

“Financial statement analysis enables you to assess the financial health of a
company by examining its income statements, balance sheets, and cash flow
statements. By analyzing these documents, trends and patterns that reveal key
insights into a company’s performance can be identified”

Provide at least THREE (3) examples of financial ratios and describe what each ratio
measures. (9 marks)

End of question
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APPENDIX A
FORMULAE
- P\fl + F\IZ o FVS o ;E:Y,?n
NPV = (1-1)! (1) (1) é (1+r) - I,

where FV = future value of an investment
n = no. of years
r= Rate of return available on an equivalentrisk
security in the financial market
I ,= initial investment

P

(H—L)

Where L = Discountrate ofthe low trial
H = Discount rate of the high trial
P = NPV of cash flows of the low trial
N = NPV of cash flows of the high trial
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APPENDIX B
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