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Identify two (2) categories of direct costs associated with a major

construction project.
(4 marks)

Project management is a financing of a particular economic unit in which
a lender is satisfied to look initially to the cash flows and earnings of that
economic unit as the source of funds from which a loan will be repaid.

List and discuss five (5) sources of capital.
(10 marks)

One of the features that relate with financing is no project can take place

without funding. Explain two (2) main types of finance.
(6 marks)

Demonstrate a project with;
(i) non-recourse financing
(i) limited-recourse financed project involving a mixture of financing
(5 marks)

Suppose that a savings account is compounded continuously with a principal of
$1,500. After 20 years, the amount increased to $5,000.

(a)

(b)

(b)

Calculate the per annum interest rate, assuming that nothing was added or

withdrawn during that period.
(3 marks)

If the account sits for another 20 years, calculate the amount in the

account.
(2 marks)

A project requires an initial investment of $225,000 and is expected to
generate the following net cash inflows:

Year 1 2 3 4
Cash inflow  $95,000 $80,000 $60,000 $55,000

Compute net present value of the project if the minimum desired rate of

return is 12% and evaluate the result.
(12 marks)
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(c) Compare and choose the most desirable investment proposal from the
following alternatives using profitability index method:

Proposal Proposal Proposal
X Y Z

$212,000 $171,800 $185,200

Present value of net
cash flow

Amount required to

. 200,000 160,000 180,000
mvest

Net present value 12,000 11,800 5,200

(8 marks)

The following questions are related to Financial Risk Management:

(a) In construction, machinery is utmost important resource. It can be bought,
rented, or leased, and have several models and brands. However, there are
several financial risk that associated with the desicion on procuring those
machine. Relate briefly on old perception and new perception regarding

the particular financial risk.
(5 marks)

(b) Construction project involves a lot of financial risks which need to be
managed. Based on the following financial risk contributors, construct a
relevant HIRARC table complete with their Risk Assessment Level, and
discussion on those levels along with the possible countermeasures.

(i)  Capital expenditure on construction
(ii))  Material
(iii)  Machine
(iv)  Manpower
(20 marks)

The following questions are related to Life Cycle Cost:

(a) Briefly explain about Life Cycle Cost and Life Cycle Costing.
(4 marks)



(b)

(c)
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You are the Process Engineer at a precast plant in Batu Pahat. Recently,
the plant is facing many problems because of their service life. Your job is
to replace the old plant with a new one. However from the quotations that
you had received, there are three shortlisted companies with different
models of plant that comply with your requirements. Table Q4 (a) shows
the summary of all plants.

Disregarding depreciation and other accounting details, calculate which
model of plant should you select for the lowest long term cost of

ownership, and state the savings.
(16 marks)

From answer Q4 (b), calculate how much is required to be invested in the
bank today for a replacement of plant which is anticipated to fail in year
three. Calculation should be based only on the cost of your selected plant
with two different situations on Table Q4 (b). Then, briefly summarize

your findings.
(5 marks)

- END OF QUESTION -
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TABLE Q2

Table Q2 Present value of RM1

Years
Henee 1% 2% 4% 6% 8% 10% 1% 1% 5% I6%  18% A% 2% % A% A% % X% X% 4% 4% K%
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Table Q4 (a

Plant A Plant B Plant C
Plant life (years) 15 15 15
Total hours / life 129,600 129,600 129,600
Cost of plant (RM) 140,000 180,000 210,000
Failure rate (failures / 0.0005 0.0001 0.0002
hour)
Failure cost (RM/failure) 4,500 5,000 5,000
Equipment overhaul

. 3 5 6
required every... (year)
Each overhaul cost (RM) 8,000 12,000 20,000
Operating (@ routine
maintenance cost 1.00 0.95 0.90
(RM/hour)
Disposal = cost a1 4 10,000 10,000
retirement (RM) ’ ’ ’
Table Q4 (b
Stable economy Economic downturn

Anticipated to fail (year) 3 3
Interest rate (%) 15 8




