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All time and energy you devoted to the CIMAPRA19-F03-1 preparation quiz is worthwhile. With passing rate up to 98 percent and
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CIMA F3 Financial Strategy Sample Questions (Q19-Q24):

NEW QUESTION # 19

H Company has a fixed rate load at 10.0%, but wishes to swap to variable. It can borrow at LIBOR 8%.
The bank is currently quoting swap rates of 3.1% (bid) and 3.5% (ask).

What net rate will HHH Company pay if it enters into the swap?

A. Risk-free rate +3.1%
B. Risk-free rate +8%

C. Risk-free rate +6.5%
D. Risk-free rate +6.9%

Answer: D

NEW QUESTION # 20
Two unlisted companies TTT and YYY are being valued. The companies have similar capital structures and risk profiles and operate
in the same industry sector It is easier to value TTT than to value YY'Y because there have recently been several well-publicised

private sales of TTT shares.
Relevant company data:
TTT YYY
Profit before tax and financing $30 million $20 million
Profit for the year $25 million $15 million
Number of shares - 100 million 200 million
Share price ($1 nominal shares) L9 ~,,p %200 2

What is the best estimate of YYY's share price?

A. $0.68
B. $§0.94
C. 50.60
D. $1.20

Answer: D

NEW QUESTION # 21
A company gas a large cash balance but its directors have been unable to identify any positive NPV projects to invest in. Which
THREE of the following are advantages of a share repurchase, compared with a one-off large dividend?

A. The shareholder can choose whether to take the cast or not.

B. It returns cash to shareholders so that they can choose hew to spend It

C. It means that the company will be able to pay lower total dividends in the future.
D. It increases the number of shares issue.

E. It will not create an expectation for future increased dividends.

Answer: A.B.E

NEW QUESTION # 22

Company A, a listed company, plans to acquire Company T, which is also listed.

Additional information is:

* Company A has 100 million shares in issue, with market price currently at $8.00 per share.
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* Company T has 90 million shares in issue, with market price currently at $5.00 each share.

* Synergies valued at $60 million are expected to arise from the acquisition.

* The terms of the offer will be 2 shares in A for 3 shares in B.

Assuming the offer is accepted and the synergies are realised, what should the post-acquisition price of each of Company A's shares
be?

Give your answer to two decimal places.

Answer:

Explanation:

$2.

8.19, 8.18Post-acquisition share price of Company A after share-for-share offer and synergy.Company A:

100m shares at $8 # value = 100 x 8 = $800mCompany T: 90m shares at $5 # value =90 x 5 =

$450mSynergies = $60mOfter: 2 shares in A for every 3 shares in TStep 1 - New shares issued:Exchange ratio (A per T share) =
2/3New A shares = 90m X (2/3) = 60mTotal A shares post-deal = 100m+ 60m=

160mStep 2 - Total value post-acquisition with synergies:Combined value = 800 + 450 + 60 = $1,310mStep 3

- Post-acquisition share price:Price per A share = 1,310/ 160 = $8.1875 # $8.19

NEW QUESTION # 23

TTT pic is a listed company. The following information is relevant:
Current cost of equityf L |14%
Pre-tax cost of debt ~ Mg
Current WACC 12.16%

Current market value of equity  [$80 million

Current market value of debt $20 million
TTT pic's board is considering issuing new 6% irredeermable debt to re-purchase equity. This is expected to change TTT pic's debt
to equity mix to 40: 60 by market value. The corporate tax rate is 20%.

What will be TTT pic's WACC following this change in capital structure?

A 11.09%
B. 11.66%
C.13.43%
D. 12.67%

Answer: A

NEW QUESTION # 24
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