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In addition, you can print these CIMA F3 PDF questions for paper study in this format of ExamPrepAway product frees you from
restrictions of time and place as you can study F3 exam questions from your comfort zone in your spare time. The second version is
the web-based format of the CIMA F3 Practice Test. Browsers such as Internet Explorer, Microsoft Edge, Firefox, Safari, and
Chrome support the web-based practice exam.

CIMA F3 Financial Strategy Sample Questions (Q32-Q37):
NEW QUESTION # 32 
ZZZ is a listed company based in Brinland. a European country. It is the largest owner and operator of residential care homes for
elderly people in Brinland Most of the residential care homes in Brinland are run by small private operators, and the standards of
cafe are extremely variable However. 22Z has developed a good reputation because its client service is considered to be extremely
good even though its prices are higher than those of most of its competitors.
ZZZ has expanded rapidly in the last few years, partly by acquisition and partly by organic growth consequently, the company's
share price now stands at a record high, and the dividend declared at the end of the most recent accounting period was 10% higher
than the previous year's dividend.
The Brinland government has recently set up a regulatory body to monitor the residential care homes industry.
The regulatory body is considering introducing a variety of regulations to improve the customer experience in the industry. Following
a period of consultation and investigation, the regulatory body is expected to announce a range of new regulations in the near future.
The directors of ZZZ are concerned that the new regulations may adversely affect their company Which THREE of the following
new regulations are likely to have the greatest negative impact on ZZTs performance?

A. Imposition of a minimum staff to client ratio.
B. Monopoly controls, forcing large operators to dispose of some care homes
C. Imposition of a one-off "windfall" tax to fund training courses for carers across the industry
D. Price controls, setting a maximum price that providers can charge
E. Fines for companies that miss specified service level targets

Answer: A,B,E

NEW QUESTION # 33 
Assume today is 31 December 20X1.
A listed mobile phone company has just launched a new phone which is proving to be a great success.
As a direct result of the product's success, earnings are forecast to increase by:
* 5% a year in each of years 20X2 - 20X6
* 3% from 20X7 onwards
Market analysts were very excited to hear the news of the success of the product and future growth forecasts.
Assuming a semi-efficient market applies, which of the following company valuation methods is likely to give the best estimate of the
company's equity value today?

A. Today's share price x number of shares in issue.
B. Today's share price x number of shares in issue + retained earnings.
C. Discounted free cash flow using the company's forecast growth rates.
D. P/E valuation based on the company's long term P/E and earnings for the year ended 31 December
20X1.

Answer: A

NEW QUESTION # 34 
A venture capitalist invests in a company by means of buying
* 6 million shares for $3 a share and
* 7% bonds with a nominal value of $2 million, repayable at par in 3 years' time
The venture capitalist expects a return on the equity portion of the investment of at least 20% a year on a compound basis over the
first 3 years of the investment
The company has 8 million shares in issue
What is the minimum total equity value for the company in 3 years' time required to satisfy the venture capitalist's expected return?
Give your answer to the nearest $ million
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A. 0
B. 1

Answer: B

NEW QUESTION # 35 
A company's Board of Directors is considering raising a long-term bank loan incorporating a number of covenants.
The Board members are unsure what loan covenants involve.
Which THREE of the following statements regarding loan covenants are true?

A. A positive loan covenant would require the company to undertake specific actions.
B. A restrictive covenant prohibits the company from conducting certain actions without the approval of the lending institution.
C. A loan covenant has no contractually binding obligations.
D. A financial covenant usually requires the company to adhere to specific financial conditions or targets.
E. A covenant gives the financial institution the right but not the obligation to convert debt into equity in a case of non-
compliance.

Answer: A,B,D

NEW QUESTION # 36 
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 YYY because there have recently been several well-publicised
private sales of TTT shares.
Relevant company data:
What is the best estimate of YYY's share price?

A. $0.60
B. $0.94
C. $1.20
D. $0.68

Answer: A

Explanation:
Step 1 - Find TTT's P/E ratio
Profit for the year (TTT) = $25m
Shares in issue = 100m # EPS = 25 / 100 = $0.25
Share price = $2.00
P/ETTT=2.000.25=8\text{P/E}_{TTT} = \frac{2.00}{0.25} = 8P/ETTT=0.252.00=8 Step 2 - Apply this P/E to YYY Profit for
the year (YYY) = $15m Value of YYY's equity = 15 × 8 = $120m Shares in issue (YYY) = 200m Price per YYY
share=120200=$0.60\text{Price per YYY share} = \frac{120}{200} = \$0.60 Price per YYY share=200120=$0.60

NEW QUESTION # 37
......
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