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CIMA F3 Financial Strategy Sample Questions (Q155-Q160):

NEW QUESTION # 155

A private company was formed five years ago and is currently owned and managed by its five founders. The founders, who each
own the same number of shares have generally co-operated effectively but there have also been a number of areas where they have
disagreed The company has grown significantly over this period by re-investing its earnings into new investments which have
produced excellent returns The founders are now considering an Initial Public Offering by listing 70% of the shares on the local stock
exchange Which THREE of the following statements about the advantages of a listing are valid?

A. Helps access to wider sources of finance.

B. Reduces agency conflict

C. Increases the profile and reputation of the business.
D. Provides an exit route for the founders

E. Increases dividend payouts

Answer: A,C,D

NEW QUESTION # 156

JAG and ZEB are two listed companies. JAG is approximately 20 times the size of ZEB.

10 days ago JAG made a hostile bid for ZEB. offering a share exchange.

The bid price represents a 10% profit to the shareholders of ZEB at today's market prices to reflect the high levels of synergistic
benefits that JAG expects to realise from the transaction.

Which of the following is the greatest future threat to the post-transaction value for JAG?

A. Negative market response to the bid.

B. New shareholders acquired from ZEB demand a higher dividend payout than JAG is used to.

C. New shareholders acquired from ZEB withdraw their investment by selling their shares within 12 months.
D. Forecast synergistic benefits are not realised.

Answer: D

NEW QUESTION # 157
‘Which THREE of the following statements about stock market listings are correct?

¢ A The increased scrutiny that applies to listed companies makes them less attractive to investors.

¢ B. The reporting requirements for listed companies are more onerous than those for private companies

¢ C. Listed companies may be viewed more favorably by suppliers and consequently granted more generous payment terms
than private companies

¢ D. A prerequisite to obtaining a listing is that a public company must reregister as a private company first.

¢ E. When seeking a listing to raise capital companies typically must ensure they include any costs of underwriting shares they
need to issue.when determining the number of

Answer: B,CE

NEW QUESTION # 158

A listed company is planning to raise $21.6 million to finance a new project with a positive net present value of $5 million. The
finance is to be raised via a rights issue at a 10% discount to the current share price. There are currently 100 million shares i issue,
trading at $2.00 each.

Taking the new project into account, what would the theoretical ex-rights price be?

Give your answer to two decimal places.

$?
Answer:



Explanation:
2.02,2.03

NEW QUESTION # 159

A listed company is planning a share repurchase.

The following data applies:

* There are 10 million shares i issue

* The share repurchase will involve buying back 20% of the shares at a price of $0.75

* The company is holding $2 million cash

* Earnings for the current year ended are $2 million

The Directors are concerned about the impact that this repurchase programme will have on the company's cash balance and current
year earnings per share (EPS) ratio.

Advise the directors which of the following statements is correct?

A. The cash balance will decrease by 20% and the EPS will decrease by 25%.
B. The cash balance will decrease by 20% and the EPS will increase by 25%.
C. The cash balance will decrease by 75% and EPS will decrease by 25%.

D. The cash balance will decrease by 75% and EPS will increase by 25%.

Answer: D

Explanation:
(Cashused = 2m shares x $0.75 = $1.5m; from $2m# 75% fall.
EPS: before = 2m/ 10m= $0.20; after = 2m/ 8m= $0.25 # 25% increase.)

NEW QUESTION # 160

As the saying goes, opportunities for those who are prepared. If you have made up your mind to get respect and power, the first
step youneed to do is to get the F3 certification, because the certification is a reflection of your ability. If you have the F3
Certification, it will be easier for you to get respect and power. Our company happened to be designing the F3 exam question.
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