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A. Expected dividend in one year's time / (cost of equity - growth rate).
B. Non-current assets, plus current assets, minus current liabilities
C. Forecast future cash flows to equity, discounted at the cost of equity.
D. Forecast future cash flows to all Investors, discounted at the weighted average cost of capital.
E. Total earnings x appropriate price-earnings ratio.

Answer: A,C,E

NEW QUESTION # 96 
ADC is planning to acquire DEF in order to benefit from the expertise of DEF's owner 'managers Both are Listed companies. ADC
is trying to decide whether to offer cash or shares in consideration for DEF's shares.
Which THREE of the following are advantages to ABC of offering shares to acquire CEF?

A. The risk of poor future performance of the acquisition is shared with the DEF company shareholder.
B. It dilutes ownership in ABC.
C. It results in a tax saving for ABC.
D. It shares tie benefits of future growth with the DCT shareholder.
E. It incentivises DEF to continue creating value for the combined group
F. It preserves liquidity

Answer: A,E,F

Explanation:
The question asks for advantages to the acquiring company (ADC/ABC) of using shares rather than cash to pay for DEF.
C). It incentivises DEF to continue creating value for the combined group If DEF's shareholders (and possibly managers) receive
shares in ADC, they now own part of the combined business. That aligns their interests with ADC's existing shareholders and
encourages them to help grow the value of the group.
E). The risk of poor future performance of the acquisition is shared with the DEF company shareholder.
If ADC pays with shares, DEF's shareholders share in both the upside and downside. If the acquisition underperforms, the fall in
value is shared instead of all the risk resting on ADC's original shareholders. That's an advantage for ADC.
F). It preserves liquidity
Paying with shares means ADC does not need to use up cash or raise new debt. This preserves cash balances and borrowing
capacity, which is a clear advantage.
Why not the others?
A (sharing benefits of future growth with DEF shareholders) is actually a cost from ADC's existing shareholders' viewpoint - they
give away more of the upside.
B dilution of ownership is also a disadvantage, not an advantage.
D a tax saving for ABC - the tax impact is usually more relevant for sellers or when using debt, not typically a direct advantage of
share consideration to the acquirer.

NEW QUESTION # 97 
Company E is a listed company. Its directors are valuing a smaller listed company, Company F, as a possible acquisition.
The two companies operate in the same markets and have the same business risk.
Relevant data on the two companies is as follows:
Both companies are wholly equity financed and both pay corporate tax at 30%.
The directors of Company E believe they can "bootstrap" Company F's earnings to improve performance.
Calculate the maximum price that Company E should offer to Company F's shareholders to acquire the company.
Give your answer to the nearest $million.

A. 2,700
B. 3,150
C. 4,500
D. 1,890

Answer: B

NEW QUESTION # 98 



A company generates and distributes electricity and gas to households and businesses.
Forecast results for the next financial year are as follows:
The Industry Regulator has announced a new price cap of $2.00 per Kilowatt.
The company expects this to cause consumption to rise by 15% but costs would remained unaltered.
The price cap is expected to cause the company's net profit to fall to:

A. $164.00 million profit
B. $43.00 million profit
C. $8.75 million profit
D. $126.50 million loss

Answer: A

NEW QUESTION # 99 
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. 5% increase
C. 35% decrease
D. 35% increase

Answer: A

NEW QUESTION # 100
......
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