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CIMA F3 Financial Strategy Sample Questions (Q243-Q248):
NEW QUESTION # 243 
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$ strengthens 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$ weakens against the U$ over time

Answer: A

NEW QUESTION # 244 
A listed company is planning a share repurchase.
The following data applies:
* There are 10 million shares in issue
* The share repurchase will involve buying back 20% of the shares at a price of $0.75
* The company is holding $2 million cash
* Earnings for the current year ended are $2 million
The Directors are concerned about the impact that this repurchase programme will have on the company's cash balance and current
year earnings per share (EPS) ratio.
Advise the directors which of the following statements is correct?

A. The cash balance will decrease by 75% and EPS will increase by 25%.
B. The cash balance will decrease by 20% and the EPS will increase by 25%.
C. The cash balance will decrease by 75% and EPS will decrease by 25%.
D. The cash balance will decrease by 20% and the EPS will decrease by 25%.

Answer: A

NEW QUESTION # 245 
Which THREE of the following would be of most interest to lenders deciding whether to provide long-term debt to a company?

A. Current gearing ratio
B. interest cover on existing debt
C. Dividend cover
D. Earnings per share
E. Quality of current management

Answer: A,B,E

Explanation:
A - Quality of current management: affects risk of default and how well the business is run.
B - Current gearing ratio: shows how much existing leverage there is and the risk of over-gearing.
E - Interest cover on existing debt: key indicator of the firm's ability to service interest payments.
EPS (C) and dividend cover (D) are more relevant to equity investors than to new long-term lenders.
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NEW QUESTION # 246 
Company J plans to acquire Company K, an unlisted company whose equity is to be valued using a P/E ratio approach.
A listed company has been identified which is very similar to Company K and which can be used as a proxy.
However, the growth prospects of Company K are higher than those of the proxy.
The Directors of Company J are aware that certain adjustments will be necessary to the proxy company's P
/E ratio in order to obtain a more reliable valuation.
The following adjustments have been agreed:
* 20% due to Company K being unlisted.
* 15% to allow for the growth rate difference.
The total adjustment to the proxy p/e ratio is:

A. 5% decrease
B. 35% decrease
C. 35% increase
D. 5% increase

Answer: A

NEW QUESTION # 247 
A Venture Capital Fund currently holds a significant shareholding in a large private company as a result of funding a recent
management buyout. It plans to exit this investment in 5 years time at a significant profit.
Which THREE of the following exit mechanisms are most likely to be preferred by the Venture Capital Fund?

A. The private company obtains a stock market listing on a recognised exchange within the next 5 years.
B. The Venture Capital Fund has a legal entitlement to sell its shareholding to any third party investor if the company has not
obtained a stock market listing within 5 years.
C. The management team agrees to buy back the Venture Capital Funds shareholding in 5 years time at its original cost.
D. The Venture Capital Fund has an option to sell its shareholding to the company at twice its original cost which can be
exercised in 5 years time.
E. The management team has an option to buy the Venture Capital Fund's shares for their nominal value which can be
exercised in 5 years time.

Answer: A,B,D

NEW QUESTION # 248
......
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