
 
 

Solution to Question Book for Lecture Note 9  
Capital Structure Decision
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15-1  20,000. 
15-2  1.0. 
15-3  3.6%. 
15-4  $300 million. 
15-5  $30. 
15-6  40 million. 
15-7  a. ∆Profit = $850,000 ; 

Return = 21.25% > rs = 15%. 
b. QBE,Old = 40; 
QBE,New = 45.45. 

15-8  a. V = $3,348,214. 
b. $16.74. 
c. $1.84. 
d. 10%. 

15-9  30% debt: 
WACC = 11.14%; 
V = $101.023 million. 

50% debt: 
WACC = 11.25%; 
V = $100 million. 

70% debt: 
WACC = 11.94%; 
V = $94.255 million. 

15-10  a.  0.870. 
b.  b = 1.218; 

rs = 10.872%. 
c.  WACC = 8.683%; 

V = $103.188 million. 
15-11  11.45%. 


