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CIMA F3 Financial Strategy Sample Questions (Q233-Q238):
NEW QUESTION # 233 
A venture capitalist has made an equity investment in a private company and is evaluating possible methods by which it can exit the
investment over the next 3 years. The private company shareholders comprise the four original founders and the venture capitalist.
Advise the venture capitalist which THREE of the following methods will enable it to exit its equity investment?

A. Trade sale of shares to an external 3rd party.
B. The private company undertakes a 1 for 4 rights issue.
C. The private company obtains a stock market listing.
D. The private company conducts a stock split of its share capital.
E. The private company buys back the equity shares.

Answer: A,C,E

NEW QUESTION # 234 
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%.
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If the 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 earnings = $2.10 million.
B. Covenant is breached as retained earnings = $1.92 million.
C. Covenant is not breached as retained earnings = $2.40 million.
D. The covenant is not breached as retained earnings = $4.68 million.

Answer: B

NEW QUESTION # 235 
A company is considering a divestment via either a management buyout (MBO) or sale to a private equity purchaser. Which of the
following is an argument in favour of the MBO from the viewpoint of the original company?

A. Better co-operation post divestment.
B. Enhanced big data opportunities.
C. Higher price due to synergistic benefits.
D. Improved relationships with management buyout team in the event of a sale to the private equity purchaser.

Answer: A

Explanation:
The company is deciding between:
Selling the business via a Management Buyout (MBO), or
Selling to an external private equity (PE) buyer.
From the original company's viewpoint, an advantage of an MBO is:
The buyers are the existing management team. Relationships already exist, and there's usually more trust and alignment.
Post-divestment, the original company may still trade with the divested unit (e.g., as a supplier or customer).
Cooperation tends to be better with a familiar internal team than with an external PE house whose primary focus is financial returns.
Why the others are wrong:
B). Enhanced big data opportunities - unrelated to the divestment method.
C). Improved relationships with MBO team in the event of a sale to PE - logically inconsistent; if sold to PE, it's not an MBO.
D). Higher price due to synergistic benefits - PE typically looks for financial engineering and operational improvements, not classic
corporate synergies. You are more likely to see synergy premia when selling to a trade buyer, not in an MBO.
So the key pro-MBO argument here is better cooperation post divestment # A.

NEW QUESTION # 236 
Which of the following explains an aim of integrated reporting in accordance with The International <IR> Framework as issued by
the International Integrated Reporting Council?

A. To highlight the separation of strategy, governance and financial performance in a social, environmental and economic
context.
B. To integrate the various accepted accounting practices of member bodies into a single, unified code of accounting
principles.
C. To highlight the need for greater reporting of performance to stakeholders in a greater level of detail than at present.
D. To support decision making and actions that focus on creating value over the short, medium and long term.

Answer: D

Explanation:
Integrated reporting's core aim is to support decisions that create value over the short, medium and long term, not just to increase
disclosure volume or unify accounting rules.

NEW QUESTION # 237 
Company A has made an offer to take over all the shares in Company B on the following terms:
* For every 20 shares currently held, Company B's shareholders will receive $100 bond with a coupon rate of 3%
* The bond will be repaid in 10 years' time at its par value of $100.



* The current yield on 10 year bonds of similar risk is 6%.
What is the effective offer price per share being made to Company B's shareholders?

A. $6.43
B. $3.89
C. $6.89
D. $4.50

Answer: B

NEW QUESTION # 238
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