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Questions

It is quite convenient to study with our CIMAPRA19-F03-1 study materials. If you are used to study with paper-based materials
you can choose the PDF version which is convenient for you to print. If you would like to get the mock test before the real
CIMAPRA19-F03-1 exam you can choose the software version, and if you want to study in anywhere at any time then our online
APP version is your best choice since you can download it in any electronic devices. And the price of our CIMAPRA19-F03-1
learning guide is favorable.

CIMA F3 Financial Strategy Sample Questions (Q216-Q221):

NEW QUESTION # 216

Company M is a geared company whose equity has a market value of $1,500 million and debt has a market value of S300 million.
The company plans to issue $200 million of new shares and use the funds raised to pay off some of the debt Company M currently
has a cost of equity of 13% and a WACC of 10% It pays corporate tax at the rate of 30% Company B, an ungeared company
operating in the same business sector as Company M, has a cost of equity of 12% Assume Modigliani and Miller's theory of capital
structure with tax applies Which calculation below shows the correct approach to calculating the new WACC following the planned
changes in capital structure?

i\

<5 Hhx o0

11.8% = 12%. >-[1—L A L mLJ]
1,600

]
12 8% = 13% ».[luL“ tad ”J]
1.600

o C. Ih‘i&l‘\ CIAA

A

r:‘R :'i[[ BIATO00
11 8% =12% x l—{ﬂr-—lq
1800 J

e D

Answer: A

NEW QUESTION # 217

A major energy company, GDE, generates and distributes electricity in country A.

The government of country A is concerned about rising inflation and has imposed price controls on GDE, limiting the price it can
charge per unit of electricity sold to both domestic and commercial custorers.

It is likely that price controls will continue for the foreseeable future.

The introduction of price controls is likely to reduce the profit for the current year from $3 billion to $1 billion.

The company has:

* Distributable reserves of $2 billion.

* Surplus cash at the start of the year of $1 billion.

* Plans to pay a total dividend of $1.5 billion in respect of the current year, representing a small annual increase as in previous years.
However, no dividends have yet been announced.

‘Which THREE of the following responses would be MOST appropriate for GDE following the imposition of price controls?

¢ A. Actively investigate potential new ways of generating revenue by the sale of related goods and services that are outside the
scope of the price controls.

B. Raise funds by means of a rights issue in order to maintain historical dividend levels.

C. Actively look for a private equity investor to ntroduce new and nnovative business and financial strategies to the business.
D. Carry out a wide-ranging review of costs and staffing levels to identify possible cost savings and redundancies.

E. Announce a reduction in the annual dividend to a more sustainable level given the new price controls regime.

Answer: A,D,E


https://www.prepawaypdf.com/CIMA/CIMAPRA19-F03-1-practice-exam-dumps.html

Explanation:

A: Reduce the annual dividend to a more sustainable level

Price controls are expected to be long-term and have cut annual profit from $3bn to $1bn. Continuing to pay a

$1.5bn dividend would rely on running down cash and reserves, which is not sustainable. A rational response is to reset the dividend
to a level that can be covered by ongoing earnings in the new regulatory environment.

B: Review costs and staffing to find savings

With revenues capped, GDE's main lever to protect profitability and cash flow is cost efficiency. A thorough review of operating
costs and staffing can help offset some of the profit reduction, which supports long-term shareholder value and the ability to pay
dividends in future.

C: Seek new revenue streams outside the price controls

Since core electricity prices are constrained, diversifying into related goods and services that are not regulated (e.g. energy services,
maintenance contracts, renewables consulting, etc.) is a sensible strategic response. This can grow earnings without breaching the
price cap.

Why not D or E?

D: Rights issue to maintain historical dividend levels would mean issuing equity essentially to find dividends, which destroys
shareholder value and signals poor financial disciplne.

E: Bringing in a private equity nvestor is not an obvious or necessary response here; private equity would demand high returns and
major restructuring, and it doesn't directly address the regulatory profit squeeze in the way cost control and new revenue lines do.

NEW QUESTION # 218

A listed company is planning to raise $21.6 million to finance a new project with a positive net present value of $5 million. The
finance is to be raised via a rights issue at a 10% discount to the current share price. There are currently 100 million shares in issue,
trading at $2.00 each.

Taking the new project into account, what would the theoretical ex-rights price be?

Give your answer to two decimal places.

$?

o A.2.02 103
e B.2.02,2.03

Answer: B

NEW QUESTION # 219
Select the category of risk for each of the descriptions below:
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Explanation:
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NEW QUESTION # 220

Company C is a listed company. It is currently considering the acquisition of Company D. The original founder of Company C
currently owns 52% of the shares.

Alternative forms of consideration for Company D being considered are as follows:

* Cash payment, financed by new borrowing

* issue of new shares in Company C

‘Which of the following is an advantage of a cash offer over a share-for exchange from the viewpoint of the original founder of

Company C?

A. A cash offer would result in a lower gearing ratio therefore reduce the weighted overage cost of capital whereas a cash
offer would not.

B. A share for share exchange would result in a significant change in control of Company C whereas a cash offer would not.
C. A share-for-share exchange would require the approval shareholders in Company C but a cash offer would not.

D. A share-for-share exchange would require the approval of the Competition Authorities but a cash offer would not.

Answer: B

Explanation:

Founder of Company C owns 52% and wants to keep control.

A share-for-share exchange means issuing new shares # dilutes the founder's holding and may reduce control

A cash offer financed by borrowing does not issue new shares # founder's percentage holding (and control) is preserved.
That is exactly what option A states.

NEW QUESTION # 221

Our F3 Financial Strategy (CIMAPRA19-F03-1) web-based practice exam software also simulates the F3 Financial Strategy
(CIMAPRA19-F03-1) environment. These CIMA CIMAPRA19-F03-1 mock exams are also customizable to change the settings
so that you can practice according to your preparation needs. RealPrep web-based F3 Financial Strategy (CIMAPRA19-F03-1)
practice exam software is usable only with a good internet connection.
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