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Exercise Score: 0 of 1 pt Assignment Score: 0% (0 of 3 pts)

(Defining capital structure weights) Templeton Extended Care Facilties, Inc. is considering the acquisition of a chain of cemeteries for $450 milion,
Since the primary asset of this business i real estate, Templeton's management has determined that they will be able to borrow the majority of the money
needed to buy the business. The current owners have no debt financing but Templeton plans to borrow $330 millon and invest only $120 milion in equity in

the acquisition. What weights should Templeton use in computing the WACC for this acauisifion?

The appropriate w,, weight is [ ]%. (Round to one decimal place.)
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(Individual or component costs of capital) Compute the cost of capital for the firm for the following
2. 4 bond that has a $1,000 par value (face value) and a confract or coupon interest rate of 11.4%. The bonds have a current market value of $1,128 and

will mature in 10 years. The firm's marginal tax rate is 34%.
b. A new common stockissue that paid a $1.77 dividend last year. The fi's dividends are expected to coninie to grow at 6.6% per year forever. The

price of the firm's common stock is now $27.55
¢. & preferred stock paying a 9.5% dividend on a $122 par value,
. A bond selling to yield 12.6% where the firm's tax rate is 34%.

. 4 bond that has a $1,000 par value (face value) and a coniract or coupon interest rate of 11.4%. The bonds have a current market value of $1,128 and
will mature in 10 years. The firm's marginal tax rate is 34%.

“The cost of capital from this bond debt is [ [%. (Round to fwo decimal places.)
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(Individual or component costs of capital) Your firm is considering a new investment proposal and would lie to calculate ifs weighted average cost of
capital. To help in this, compute the cost of capial for the firm for the following

. 4 bond that has a $1,000 par value (face value) and a confract or coupon inferest rate of 11.2%. The bond is currently selling for a price of $1,129 and
will mature in 10 years. The firm's tax rate is 34%.

b. If the fim's bonds are not frequently traded, how would you go about determining a cast of deb for this company?

€. A new common stock issue that paid a $1.77 dividend last year. The par value of the stackis $14, and the firm's dividends per share have grown ata
rate of 7.7% per year. This growth rate is expected to confinue info the foreseeable future. The price of ths stock is now §25.77.

4 & preferred stock paying a 10.9% dividend on a $125 par value. The preferred shares are currently selling for $152.33

e. 4 bond selling to yield 13.7% for the purchaser of the bond. The borrowing firm faces a tax rate of 4%

. 4 bond that has a $1,000 par value (face value) and a confract or coupon interest rate of 11.2%. The bonds have a current market value of $1,129 and
will mature in 10 years. The firm's marginal tax rate is 34%.

“The cost of capital from this bond debt is [ [%. (Round to fwo decimal places.)




