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000 Cquity Sharcs of Rs. 100 cach
Retained Eamings

Tbe carmings per share of the company past manoy years has been |

Rs 20 The shares of the company are uidhilwmarletllhm!uh:m
company's tax rate is 35% and sharehokders personal tax Rability is 30%, Find ou
the weighted average cost of capital (Raj. Uniw B. Com. 2087 |
Solotion :

(i) Cost of Ecuity Capits) :

K, (after tax) -%xm-—@-ximnm

MP = M
(ii) Cowt of Debbnm {ﬁm issuc)

Ky (after tax) = o X 100 (1-T) = —= x 100 (1-035) = 7 x 4 =455

l[l!

(itl) Cost of Dd'ouuuu (sccond issue)

Ko (Mfer tax) = 5 ¢ 100 (1~T) = <= x 100 (1-035) = 83065 = 5%
ll'i') Cost of P::fefmce Share Capit "

"t-‘“nh}uj—-ixmg-ﬁxlm = 9%,
(v) Cost of Retained Earnings
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