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knowledge. Now, you are fortunate enough to purchase our F3 study questions. Our study materials are compiled by professional
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CIMA F3 Financial Strategy Sample Questions (Q138-Q143):
NEW QUESTION # 138 
Company Z has identified four potential acquisition targets: companies A, B, C and D.
Company Z has a current equity market value of $590 million.
The price it would have to pay for the equity of each company is as follows:
Only one of the target companies can be acquired and the consideration will be paid in cash.
The following estimations of the new combined value of Company Z have been prepared for each acquisition before deduction of
the cash consideration:
Ignoring any premium paid on acquisition, which acquisition should the directors pursue?

A. B
B. D
C. C
D. A

Answer: B

NEW QUESTION # 139 
Company Z has identified four potential acquisition targets: companies A, B. C and D.
Company Z has a current equity market value of S590 million.
The price it would have to pay for the equity of each company is as follows:
Only one of the target companies can be acquired and the consideration will be paid in cash.
The following estimations of the new combined value of Company Z have been prepared for each acquisition before deduction of
the cash consideration:
Ignoring any premium paid on acquisition, which acquisition should the directors pursue?

A. C - 666
B. A - 620
C. D - 652
D. B - 655

Answer: A

Explanation:
Price to buy each target (equity market value):
A = 25
B = 62
C = 67
D = 60 (all $m)
Combined equity value before deducting cash consideration:
Z + A = 620
Z + B = 655
Z + C = 666
Z + D = 652 (all $m)
After paying cash, equity value = "combined value" # "price paid":
A: 620 # 25 = 595
B: 655 # 62 = 593
C: 666 # 67 = 599
D: 652 # 60 = 592
Best post-acquisition value is with C (599m).

NEW QUESTION # 140 
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A company plans a four-year project which will be financed by either an operating lease or a bank loan.
Lease details:
* Four year lease contract.
* Annual lease rentals of $45,000, paid in advance on the 1st day of the year.
Other information:
* The interest rate payable on the bank borrowing is 10%.
* The capital cost of the project is $200,000 which would have to be paid at the beginning of the first year.
* A salvage or residual value of $100,000 is estimated at the end of the project's life.
* Purchased assets attract straight line tax depreciation allowances.
* Corporate income tax is 20% and is payable at the end of the year following the year to which it relates.
A lease-or-buy appraisal is shown below:
Which THREE of the following items are errors within the appraisal?

A. The salvage value has been included within the lease option
B. Tax relief on lease payments have not been lagged correctly
C. Lease payments are timed incorrectly
D. The project's operating cashflows should be included
E. Using the 10% discount rate is incorrect
F. The bank loan repayments should be included

Answer: A,B,E

NEW QUESTION # 141 
A manufacturing company based in Country R. where the currency is the R$, has an objective of maintaining an operating profit
margin of at least 10% each year
Relevant data:
* The company makes sales to Country S whose currency is the SS It also makes sales to Country T whose currency is the T$ " All
purchases are from Country U whose currency is the US.
* The settlement of an transactions is in the currency of the customer or supplier
Which of the following changes would be most likely to help the company achieve its objective?

A. The R$ weakens against the U$ over time
B. The T$ weakens against the R$ over time
C. The R$ strengthens against the S$ over time.
D. The R$ strengthens against the U$ over time.

Answer: D

NEW QUESTION # 142 
Company M is a listed company in a highly technical service industry.
The directors are considering making a cash offer for the shares in Company Q, an unquoted company in the same industry.
Relevant data about Company Q:
* The company has seen consistent growth in earnings each year since it was founded 10 years ago.
* It has relatively few non-current assets.
* Many of the employees are leading experts in their field. A recent exercise suggested that the value of the company's human capital
exceeded the value of its tangible assets.
The directors and major shareholders of Company Q have indicated willingness to sell the company.
Before negotiations become too advanced, the directors of Company M are considering the benefits to their company that would
follow the acquisition.
Which THREE of the following are the most likely benefits of the acquisition to Company M's shareholders?

A. Improved asset backing for borrowing due to the acquisition of intangible assets.
B. Access to technical expertise.
C. Reduction of risk through diversification.
D. Gain economies of scale.
E. Improve earnings per share (EPS).

Answer: B,D,E



Explanation:
A - Access to technical expertise: Q's staff are leading experts and human capital is very valuable; acquiring this is a clear benefit.
D - Gain economies of scale: Both firms operate in the same technical service industry, so combining operations can reduce average
costs and share overheads.
E - Improve EPS: Q has shown consistent earnings growth; if acquired at a reasonable price, this growth can enhance M's earnings
and potentially its EPS.
Diversification benefits (B) are limited because they are in the same industry, and intangible assets such as human capital are not
strong collateral for borrowing (C).

NEW QUESTION # 143
......
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