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As we mentioned above that the F3 Financial Strategy (CIMAPRA19-F03-1) exam questions is provided to students in three
different formats. The first format is F3 Financial Strategy PDF dumps which is printable and portable. It means students can save it
on their smart devices like smartphones, tablets, and laptops. The F3 Financial Strategy (CIMAPRA19-F03-1) PDF dumps format
can be printed so that candidates don't face any issues while preparing for the F3 Financial Strategy exam

To prepare for the CIMA CIMAPRA19-F03-1 Exam, candidates must have a strong foundation in financial strategy. Candidates
should have a good understanding of financial analysis and planning, as well as risk management and investment appraisal.
Candidates should also have a good understanding of financial reporting and analysis.
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Sometime, most candidates have to attend an exam, they may feel nervious and don't know what to do. If you happen to be one of
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them, our CIMAPRA19-F03-1 learning materials will greatly reduce your burden and improve your possibility of passing the exam.
Our advantages of time-saving and efficient can make you no longer be afraid of the CIMAPRA19-F03-1 Exam, and you will find
more about the benefits of our CIMAPRA19-F03-1 exam questions later on.

CIMA F3 Financial Strategy Sample Questions (Q203-Q208):

NEW QUESTION # 203

Company A is planning to acquire Company B. Both companies are listed and are of similar size based on market capitalisation No
approach has yet been made to Company B's shareholders as the directors of Company A are undecided about the most suitable
method of financing the offer Two methods are under consideration a share exchange or a cash offer financed by debt.

Company A currently has a gearing ratio (debt to debt plus equity) of 30% based on market values. The average gearing ratio (debt
to debt plus equity) for the industry is 50% Although no formal offer has been made there have been market rumours of the
proposed bid. which is seen as favorable to Company A. As a consequence. Company As share price has risen over the past few
weeks while Company B's share price has fallen.

Which THREE of the following statements are most likely to be correct?

e A Based on current share price movements, a share exchange would mean Company A has to issue fewer shares to acquire
Company B than it would have done a few weeks ago

B. Company B's shareholders will be able to participate in the future growth of the combined business if it is a share exchange
C. Company A's gearing will increase following a share exchange.

D. Company A's weighted average cost of capital will fall if financing is with debt

E. The method of finance chosen will not affect the post-acquisition earning per share of the combined business

Answer: A,B,D

Explanation:

A and B similar market cap.

A's gearing (D / (D+E)) = 30% vs industry 50% # relatively under-geared.

Rumours of bid good for A (A share price up) and bad for B (B share price down).

Financing choices: share exchange or cash raised by new debt.

Assess statements:

A). A's price # and B's price #. For a given value per B share, fewer A shares are now needed than a few weeks ago # True.
B). With a share exchange, B's shareholders receive A's shares, so they share in future performance of combined entity # True.
C). Financing method does affect EPS (interest expense vs number of shares) # False.

D). Under MM with tax and given A is under-geared vs the 50% industry norm, adding debt is likely to lower WACC via the tax
shield (ignoring distress costs) # Most likely true.

E). A share exchange issues equity, not debt; gearing effect is ambiguous and not necessarily an increase # Not "most likely".

NEW QUESTION # 204

Company A plans to diversify by a cash acquisition of Company B an unlisted company in another country (Country B) which
operates in a different industrial sector

Company A already manufactures its product in Country B and has a loan denominated in Country B's currency

Company A regularly suffers foreign exchange losses due to volatility in the exchange rate between the two countries' currencies in
recent years.

‘Which THREE of the following appear to be be valid justifications of this diversification decision?

A. The diversification into another product market will lower business risk

B. The diversification will give Company A greater protection from translation risk
C. The diversification will give Company A greater protection from transaction risk.
D. The diversification will enable Company A to enjoy production scale economies
E. The diversification will give Company A protection from political risk

Answer: B,C.E

NEW QUESTION # 205

Company A plans to acquire Company B, an unlisted company which has been in business for 3 years.

It has incurred losses in its first 3 years but is expected to become highly profitable in the near future.

No listed companies in the country operate the same business field as Company B, a unique new high-risk business process.
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The future success of the process and hence the future growth rate in earnings and dividends is difficult to determine.

Company A is assessing the validity of using the dividend growth method to value Company B.

‘Which THREE of the following are weaknesses of using the dividend growth model to value an unlisted company such as Company
B?

A. The cost of capital will be difficult to estimate.

B. The future projected dividend stream is used as the basis for the valuation.

C. The future growth rate in earnings and dividends will be difficult to accurately determine.

D. The dividend growth model does not take the time value of money into consideration.

E. The company has been unprofitable to date and hence, there is no established dividend payment pattern.

Answer: A,B,C

NEW QUESTION # 206

A company with a market capitalisation of S50million is considering raising $1 million debt to find 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. Annitial public bond issue does not need to be underwritten whereas a bond private placing must be underwritten.

¢ B. An mnitial 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

e C. Anaverage investor is made aware of a potential iitial public bond issue whereas the average nvestor is only made aware
of a bond private placing after it has occurred.

¢ D. Anmitial public bond issue can be arranged relatively quickly whereas a bond private placing can take up to a year to
arrange.

e E. 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

Answer: B,D

NEW QUESTION # 207

Company A is subject to a takeover bid from Company B, both companies operate in the same industry and each of them demand a
significant market share Company B h3S made an of an of $5 per share to the shareholders of Company A.

The directors of Company A do not believe the takeover would be in the best interests of the stakeholders and other stakeholders of
Company A due to the following reruns

1. Company B has recently taken ever several ether companies resulting in them breaking up the company and se ling on the assets.

2 The directors of Company A believe the offer of $5 per snare undervalues tie company The directors of Company A are therefore
keen to prevent the bid from going ahead Which THREE of the following defence strategies could be used by the directors of
Company Air this situation?

e A. Appeal to their own shareholders that the company should not be broken up because 1i: has strong growth prospects.

e B. Offer the company to an alternative While Knight bidder.

e C. Refer the bid to the Competition Authorizes because of the risk of a large number of employee redundancies if Company
B's Did were to be successful

e D. Inform shareholders of the potential current value of the non-current assets including intangibles, to show that their true
value is higher than the bid value.

¢ E. Give existing shareholders the right to buy bonds in the future.

Answer: A,.B,D

Explanation:

A - Seek a White Knight alternative bidder.

B - Appeal to shareholders, emphasising strong growth prospects and the undesirability of break-up.

D - Inform shareholders about the higher underlying value of assets (including intangibles) to demonstrate undervaluation.
(Competition authorities focus on competition, not redundancies, and giving rights to buy bonds is not a standard or effective
takeover defence.)
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