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DIPLOMA IN BUSINESS PROGRAMME (DIB) 

DIPLOMA IN ACCOUNTING PROGRAMME (DIAN) 

FIN2102: FINANCIAL MANAGEMENT 

FINAL ALTERNATIVE ASSESSMENT: AUGUST 2020 SESSION 

 

Instruction: This paper consists of FOUR (4) questions. Answer ALL questions  

 

 

Question 1 

(a) Judith would like to send her parents on a cruise for their 30th wedding anniversary five 

years from today. The price of the cruise is expected to be $30,000 and she has 5 years to 

accumulate this money. How much must Judith deposit annually in an account paying 10 

percent interest in order to have enough money to send her parents on the cruise?  

(5 marks) 

(b) Recently Mr. John has allocated RM 30,000 for the investment purpose. He needs advice 

on his investment options: 

 

Option A: Invest in a fund that pays 10% compounded annually for six years. 

Option B: Invest in a fund that pays 11% compounded quarterly for six years. 

Option C: Invest in a fund that pays 8% compounded semi-annually for six years. 

Option D: Invest in a fund that pays 7% compounded daily for six years.  

 

You are required to calculate the accumulated sum from each option and advice Mr. John 

on the best option available.   

(10 marks) 

 

(c) HARTALEGA Corporation issued RM1,000 bonds that pay 5% interest annually and have 

16 years until maturity. Investor can purchase the bond for market price of RM825. What 

is the yield to maturity on this bond?  

(5 marks) 

 

(d) James owns a bond that pays a 5% coupon rate with a RM 1000 par value. It matures in 10 

years. The market’s required yield to maturity on a comparable risk bond is 8%. Calculate 

the value of the bond.  

(5 marks) 

(Total: 25 marks) 
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Question 2 

(a) Spritzer Berhad has decided to expand its business and it need RM5 million. Three sources 

of financing are available: 

 

 Issue long term debt that is currently selling for 103% of its par value. The bond matures 

in 15 years and pays an annual coupon rate of 8%. The floatation cost equals to 5% of 

the par value. The tax rate is at 35%. 

 The firm issue preferred stock at par with a 14% dividend. The stock is selling in the 

market for RM96 and floatation cost is 5% of the market price. 

 The company will issue new common stock at RM60 with RM5 floatation cost. The 

company has just paid a dividend of RM1.20. The dividend is expected to grow 7% 

indefinitely. 

 

Calculate the after tax cost of debt, preferred stock and common stock.  

(15 marks) 

 

(b) The common stock of AJI paid RM 3.50 in dividends to shareholders last year. Dividends 

are expected to grow at an 11% annual rate, while the required rate by the investor is 18%. 

What is the value of the stock?  

(5 marks) 

 

(c) Apple’s stock is currently selling for $180.00 per share and the firm’s dividend are expected 

to grow at 5 percent indefinitely. Assuming Apple’s most recent dividend was $6, what is 

the required rate of return on its stock? 

(5 marks) 

(Total: 25 marks) 
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Question 3 

As a financial manager of a company, you are evaluating two mutually exclusive projects that 

involves options to buy either one of the machines, to improve production level. Your company 

uses a required rate of return of 7 percent to evaluate the options. 

 

Year Machine A Machine B 

0 ($6,000) ($5,500) 

1 4,000 2,000 

2 (2,000) 3,500 

3 4,500 3,500 

4 2,000 3,000 

5 1,000 2,000 

 

(a) What is each project’s payback period?                                              

(5 marks) 

(b) What is each project’s net present value?  

(8 marks) 

(c) What is each project’s internal rate of return?   

(10 marks) 

(d) Which project should be accepted?  Why?  

(2 marks) 

(Total: 25 marks) 
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Question 4 

(a) Financial manager must be concerned with THREE (3) basic types of questions in 

making financial management decision. Briefly explain ALL of them. 

(15 marks) 

 

(b) Discuss the objective of financial management.        

                                                                                                                                   (10 marks) 

(Total: 25 marks) 

 

 

 

 

~ The End ~ 
FIN2102 (F) / Aug 2020 
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