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


https://drive.google.com/open?id=1eT-MHCI6k2rgyGxMhT0WAH-OakS-xU35
https://www.examfragen.de/CIMAPRA19-F03-1-pruefung-fragen.html
https://www.zertfragen.com/CIMAPRA19-F03-1_prufung.html
https://www.zertpruefung.ch/CIMAPRA19-F03-1_exam.html

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

Antwort:

Begriindung;
49

226. Frage
Company A operates in country A and uses currency AS. It is looking to acquire Company B which operates in country B and uses
currency BS$. The following information is relevant:

The assistant accountant at Company A has prepared the following valuation of company B's equity, however there are some errors
m his calculations.

Value of Company B's equity = 14.16 + 16.03 + 17.67 = AS47.86 million

Company B has BS5 million of debt finance.

Which of'the following THREE statements are true?

A. The valuation is understated because forecast cash flows beyond year 3 have been ignored.

B. The forecast exchange rates are incorrect as they show the BS strengthening and it should be weakening,

C. The calculations show Company B's entity value, not its equity value.

D. Cash flow to all mvestors should be discounted at Company B's cost of equity of 10% rather than its WACC of 8%.
E. The conversion into AS is incorrect as the assistant accountant should have divided by the exchange rate and not

multiplied.
Antwort: A,B,D

227. Frage

A company has announced a rights issue of 1 new share for every 4 existing shares.
Relevant data:

* The current market price per share is $10.00.

* Rights are to be issued at a 20% discount to the current price.

* The rate of return on the new funds raised is expected to be 10%.

* The rate of return on existing funds is 5%.

What is the yield-adjusted theoretical ex-rights price?

Give your answer to two decimal places.

$?

e A 11.20, 11.21-for-4 rights at 20% discountIssue price = 10x0.8=$810 \times 0.8 = \$810x0.8=$8.Take a
"block" 0f 4 old shares:Current value = 4x10=404 \times 10 = 404x10=40.New funds raised = 8 # mnvested at 10%.Current
return on existing funds = 5%.Earnings on 4 old shares: 40x5%=240 \times
5\% = 240x5%=2.Earmings on new funds: 8x10%=0.88 \times 10\% = 0.88x10%=0.8.Total earnings after issue = 2.8 on 5
shares.EPS after issue = 2.8/5=0.562.8 / 5 = 0.562.8/5=0.56.Required return still
5%, so value of package: 2.8/0.05=562.8 / 0.05 = 562.8/0.05=56.Price per share = 56/5=11.256 /5 =
11.256/5=11.2.Yield-adjusted TERP = $11.20

e B.S$I11.20

Antwort: A,B

228. Frage

The ex div share price of Company A's shares is $.3.50

An investor in Company A currently holds 2,000 shares.

Company A plans to issue a script divided of 1 new shares for every 10 shares currently held.
After the scrip divided, what will be the total wealth of the shareholder?

Give your answer to the nearest whole $.

Antwort:



Begrindung;
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229. Frage

Company M's current profit before interest and taxation is $5.0 million.

It has a long-term 10% corporate bond in issue with a nominal value of $10 million.

The rate of corporate tax is 25%.

It plans to continue to pay out 50% of its earnings in dividends and earnings are expected to grow by 3% each year in perpetuity.
Its cost of equity is 10%.

Using the dividend growth model, advise the Board of Directors of Company M which of the following provide a reasonable
valuation of Company M's equity?

A. $50.1 million
B. $22.1 million
C. $44.1 million
D. $73.6 million

Antwort: B
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