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Would you like to register CIMA CIMAPRA19-F03-1 certification test? Would you like to obtain CIMAPRA19-F03-1
certificate? Without having enough time to prepare for the exam, what should you do to pass your exam? In fact, there are
techniques that can help. Even if you have a very difficult time preparing for the exam, you also can pass your exam successfully.
How do you do that? The method is very simple, that is to use DumpStillValid CIMA CIMAPRA19-F03-1 Dumps to prepare for
your exam.

CIMA F3 Financial Strategy Sample Questions (Q369-Q374):
NEW QUESTION # 369 
It is now 1 January 20X0.
Company V, a private equity company, is considering the acquisition of 40% of the equity of Company A for a total amount of $15
million.
Company A has been established to develop a new type of engine which will be launched at the end of 20X1.
Company A is forecasting that the new engine will result in free cash flows to equity of $2m in its first year of operation and that this
will rise by 8% per year for the foreseeable future.
The new engine is the only commercial activity that Company A is involved in.
Company V intends to sell its stake in Company A when the new engine is launched.
Company A has a cost of equity of 12%.
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Assuming that Company V receives an amount that reflects the present value of their shares in company A.
what is the estimated annual rate of return to Company V from this investment? (To the nearest %)

A. 10%
B. 3%
C. 33%
D. 16%

Answer: D

Explanation:
Company A's equity value at the launch date (end of 20X1) is the PV of a growing perpetuity of FCFE:
First FCFE (end of first year of operation, 20X2): $2m
Growth: 8%
Cost of equity: 12%
Value of Company A at end-20X1:
V=20.12#0.08=20.04=50 millionV = \frac{2}{0.12 - 0.08} = \frac{2}{0.04} = 50 \text{ million}V=0.12#0.
082=0.042=50 million
Company V owns 40%:
Value of stake at sale=0.4×50=20 million\text{Value of stake at sale} = 0.4 \times 50 = 20 \text{ million} Value of stake at
sale=0.4×50=20 million It invests $15m at 1 Jan 20X0 and gets $20m at end-20X1 (# 2 years):
15(1+r)2=20#(1+r)2=2015=4315(1 + r)
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