[image: ][image: ][image: ][image: ]
image1.png
et ot Oy e

T

R A

1. Business operating cycle. Kolman Kampers has a production cyele of thirtys
five days, a collection cycle of twenty-one days, and a payment cycle of fours
teen days. What are Kolman's business operating cycle and cash conversion
cycle? If Kolman reduces the production cycle by one week, what is the effect
on the cash conversion cycle? If Kolman decreases the collection cycle by one
week, what is the effect on the cash conversion cycle? If Kolman increases the
payment cycle by one week, what s the effect on the cash conversion cycle?
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2. WACC. Grey's Pharmaceuticals has a new project that will require funding of
$4 million. The company has decided to pursue an all-debt scenario. Grey'’s
has made an agreement with four lenders for the needed financing. These
Jenders will advance the following amounts and interest rates:

Interest Rate

Stevens

$ 1,500,00
Yang $1,200,000

9%
7%
8%

Shepherd $1,000,000
el $ 300,000

Bailey

What s the weighted average cost of capital for the $4,000,0007
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7. Creating own dividend policy. Exik owns 2,000,000

res of Wisegu
Ente just declared a cash dividend of $0.05 per share. The

is currently selling for $5.00. If Erik w

an annual “dividend ihcome”
0,000, $100,000, or $250,000 from his stock holdings, what must he do
come? What is his wealth in p ind cash for each

d income level? Assume a world of no taxes
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9. Finding the WACC. Monica is the CFO of Cooking for Friends (CFF) and I

uses the pecking order hypothesis philosophy when she raises capital for com=
pany projects. Currently, she can borrow up to $600,000 from her bank ata
rate of 8.5%, floata bond for $1,100,000 at a rate of 9.25%, or issue additional
stock for $1,300,000 at a cost of 17%. What is the WACC for CFF if Monica
chooses to invest:

a. $1,000,000 in new projects?

b. $2,000,000 in new projects?

<. $3,000,000 in new projects?

10. Finding the WACC. Chandler has been hired by Cooking for Friends to raise
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