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CIMA F3 Financial Strategy Sample Questions (Q301-Q306):
NEW QUESTION # 301 
A company with a market capitalisation of S50million is considering raising $1 million debt to fund a new
10-year capital investment protect
The value of this issue is considered to be small in comparison to the company's market capitalisation The company is considering
whether to raise the debt finance by either a "bond private placing' or a 'public bond issue.
Which THREE of the following statements are correct?

A. An initial public bond issue does not need to be underwritten whereas a bond private placing must be underwritten.
B. An average investor is made aware of a potential initial public bond issue whereas the average investor is only made aware
of a bond private placing after it has occurred.
C. An initial public bond issue will be administratively complex and relatively expensive for the relatively small amount of debt
being raised whereas a bond private placing will be relatively less complex
D. The company's credit rating will be a key element in determining the interest rate payable and the potential success of either
the public bond issue or the bond private placing
E. An initial public bond issue can be arranged relatively quickly whereas a bond private placing can take up to a year to
arrange.

Answer: C,E

NEW QUESTION # 302 
A company intends to sell one of its business units, Company R by a management buyout (MBO).
A selling price of $100 million has been agreed.
The managers are discussing with a bank and a venture capital company (VCC) the following financing proposal:
The VCC requires a minimum return on its equity investment in the MBO of 30% a year on a compound basis over 5 years.
What is the minimum TOTAL equity value of Company R in 5 years time in order to meet the VCC's required return?
Give your answer to one decimal place.
$ ? million

Answer:

Explanation:
111.4, 111,
111.0, 111.1, 111.2,
111.3, 111.5, 111.6,
111.7

NEW QUESTION # 303 
RST wishes to raise at least $40 million of new equity by issuing up to 10 million new equity shares at a minimum price of $3.00
under an offer for sale by tender. It receives the following tender offers:

What is the maximum amount that RST can raise by this share issue?
(Give your answer to the nearest $ million).

Answer:

Explanation:
45MILION
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At # $5.50 # 1m sharesAt # $5.00 # 1m + 3m = 4m sharesAt # $4.50 # 1m + 3m + 7m = 11m sharesAt # $4.00 # 1m + 3m + 7m
+ 9m = 20m sharesNow test each possible issue price:$5.50 # can sell 1m # proceeds = $5.5m (too low)$5.00 # can sell 4m #
proceeds = $20m (too low)$4.50 # demand 11m but max issue is 10m # sell 10m # proceeds = 10m × 4.5 = $45m$4.00 # can sell
10m # proceeds = 10m × 4 =
$40mBoth $4.50 and $4.00 meet the "at least $40m" condition, but the maximum amount RST can raise is
$45 million at $4.50 per share.

NEW QUESTION # 304 
A company's main objective is to achieve an average growth in dividends of 10% a year.
In the most recent financial year:

Sales are expected to grow at 8% a year over the next 5 years.
Costs are expected to grow at 5% a year over the next 5 years.
What is the minimum dividend payout ratio in 5 years' time that would allow the company to achieve its objective?

A. 22.5%
B. 21.7%
C. 27.5%
D. 30.0%

Answer: B

Explanation:
Current dividend = $6m.
Target dividend in 5 years:
6×1.105=6×1.61051#9.66m6 \times 1.10
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