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Losungen (Q331-Q336):

331. Frage

A company wishes to raise new finance using a rights issue. The following data applies:

* There are 10 million shares in issue with a market value of $4 each

* The terms of the rights will be 1 new share for 4 existing shares held

* After the rights issue, the theoretical ex-rights price (TERP) will be $3.80 Assuming all shareholders take up their rights, how much
new finance will be raised ?

Give your answer to one decimal place.

$ ? million

Antwort:

Begrindung;
7.5,7.50

332. Frage

A project requires an initial outlay of $2 million which can be financed with either a bank loan or finance lease.

The company will be responsible for annual maintenance under either option.

The tax regime is:

* Tax depreciation allowances can be claimed on purchased assets.

* Ifleased using a finance lease, tax relief can be claimed on the interest element of the lease payments and also on the accounting
depreciation charge.

The trainee management accountant has begun evaluating the lease versus buy decision and has produced the following data. He is
not confident that all this information is relevant to this decision.
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Using only the relevant data, which of the following is correct?

A. The bank loan is $120,000 LESS expensive than the finance lease.
B. The bank loan is $30,000 MORE expensive than the finance lease.
C. The bank loan is $70,000 LESS expensive than the finance lease.
D. The bank loan is $20,000 LESS expensive than the finance lease.

Antwort: C

Begriindung:

Relevant cash flows:

Finance lease option

Lease payments: 2,200 (cost)

Tax relief on interest element of lease: (200)

Tax relief on accounting depreciation: (400)

Tax relief on full lease payment (550) is NOT relevant - tax law says relief'is only on interest and depreciation.
Maintenance (100) is incurred under both options # irrelevant.

Net PV cost of leasing:

2,200#200#400=1,6002,200 - 200 - 400 = 1,6002,200#200#400=1,600

Bank loan (buy) option

Initial asset cost is financed by the bank loan, so the financing inflow and the purchase outflow cancel. We focus on ownership-
related flows:

Salvage value at end: (20) (benefit)

Tax relief on tax depreciation allowances: (450)

Maintenance 100 again occurs under both options # irrelevant.

Net PV cost of buying;

2,000 (asset cost)#20#450=1,5302,000\ (text {asset cost}) - 20 - 450 = 1,5302,000 (asset costy#20#450=1,530 (Effectively the
trainee's PVs imply a net cost of 1,530 for bank loan/own, versus 1,600 for lease.) Difference in cost:
1,600#1,530=701,600 - 1,530 = 701,600#1,530=70

So the bank loan is $70,000 less expensive than the finance lease # Option C.

333. Frage
A company has a covenant on its 5% long-term bond, stipulating that its retained earnings must not fall below



$2 million.

The company has 100 million shares in issue.

Its most recent dividend was $0.045 per share. It has committed to grow the dividend per share by 4% each year.

The nominal value of the bond is $60 million. It is currently trading at 80% of its nominal value.

Next year's earnings before interest and taxation are projected to be $11.25 million.

The rate of corporate tax is 20%.

Ifthe company increases the dividend by 4%, advise the Board of Directors if the level of retained earnings will comply with the
covenant?

A. Covenant is not breached as retained earings = $2.10 million.

B. Covenant is not breached as retained earnings = $2.40 million.

C. Covenant is breached as retained earnings = $1.92 million.

D. The covenant is not breached as retained earnings = $4.68 million.

Antwort: C

334. Frage

The two founding directors of an unlisted geared company want to establish its value as they are intending to approach a venture
capitalist for additional finding.

The finding will be used to nvest in a major new project which has very high growth potential. The directors ntend to sell 10% of
the company to the venture capitalist They have prepared the following current valuation of the company using the divided valuation
model:

Value of equity = 200 X1 ‘e 5 040,000
: 0.10 7304
L/ LA

The following information is relevant.
* $60,000 is the most recent dividend paid.
* 4% is the average dividend growth over the last few years.
* 10% is an estimate of the company's cost of equity using the CAPM model with the industry average asset beta Which THREE of
the following are weaknesses of the valuation method used in these circumstances?

A. It is not an appropriate valuation method for a small, 10% equity stake

B. Future dividend growth is unlikely to reflect historical dividend growth.

C. The company is unlikely to achieve constant growth in dividends year-on-year.

D. The industry average asset beta is not an appropriate beta to use n CAPM in this case.
E. CAPM cannot be used to estimate the cost of equity of an unlisted company.

Antwort: A,B,C

335. Frage

Company C has received an unwelcome takeover bid from Company P.

Company P is approximately twice the size of Company C based on market capitalisation.

Although the two companies have some common business interests, the main aim of the bid is diversification for Company P.
The offer from Conpany P is a share exchange of 2 shares in Company P for 3 shares in Company C.

There is a cash alternative of $5.50 for each Company C share.

Company C has substantial cash balances which the directors were planning to use to find an acquisition.

These plans have not been announced to the market.

The following share price information is relevant. All prices are in $.



Company|Company
P €

$ $

3
months 9.50 425
ago
1
month 8.75 4.75
|ago
Today CIMA. TS 525

Which of the following would be the most appropriate action by Coripany C's directors following receipt of this hostile bid?

A. Write to shareholders explaining fully why the company's share price is under valued.

B. Change the Articles of Association to increase the percentage of shareholder votes required to approve a takeover.
C. Refer the bid to the country's competition authorities.

D. Pay a one-off special dividend.

Antwort: A

In heutiger Gesellschaft sind die Eliten hier und dort vorhanden, und auch in IT-Industrie. Mit der Entwicklung der Computer gibt es
keine, die Computer nicht benutzen konnen. Als ITer fihlen Sie sie sich nicht stressig? Thr Titel kann ihre Féhigkeit heute nicht
représentieren. Der Titel ist jetzt nur Thr Sprungbrett. Nur Thre Féhigkeit kann Thren Arbeitsplatz halten. Als ITer, wie konnen Sie
Thre Fahigkeit erhalten? Es ist eine sehr gute Entscheidung, CIMA CIMAPRA19-F03-1 Zertifizierungspriifing zu bestehen. Nicht
nur kénnen Sie mehr Fahigkeiten entfalten, sondern auch Thre Fahigkeiten beweisen. Zurzeit ist die CIMA CIMAPRA19-F03-1
Zertifizierungspriifing sehr populir, wollen Sie daran teilnehmen?
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