BFN 201 Final Computation Project due 05/9/20 (Worth 15 points toward your final grade)

Please copy the two break points for debt from the calculations you completed from the 4/20/20 assignment using the following data:
Tapley, Inc. can raise up to $5M in new debt at a before-tax cost of 8%.  If more debt is required, the initial cost will be 8.5%, and if more than $10M of debt is required, the cost will be 9%.  What are the two break points for debt when the capital structure is 60% debt and 40% equity?
SOLUTION:  Break point (BP) = max. amt. of lower cost of capital type/proportion of the capital type in the capital structure.

THEREFORE (show your work): 

BPDebt 1 =




BPDebt 2 =



Tapley has $6.6M in retained earnings.  The firm has a flotation expense of 10% when it raises up to $2M in the external equity markets, the flotation costs are 15% above $2M to $4M in the external equity markets, and the flotation expense is 20% above $4M for new outside equity.  What is the break point for new outside equity when the capital structure is 60% debt and 40% equity?
SOLUTION:  Break point (BP) = max. amt. of lower cost of capital type/proportion of the capital type in the capital structure.

The BP for retained earnings = $6.6M/.4 = $16,500,000.
When the firm needs to raise over $16,500,000 the cost of their equity will increase. 

Calculate (Show your work):  Remember that the denominator in Tapley's equity breakpoint calculations will always be .4 as long as the capital structure remains as described above.


BPNew Equity 1 =









BPNew Equity 2 =







BPNew Equity 3 =



Remembering that Tapley has determined that they may raise:  $5M at a debt cost of 8%; above $5M to $10M at a debt cost of 8.5%, and; above $10M at a debt cost of 9%
Please provide each of the after-tax cost of debt for Tapley, Inc.  The firm has a marginal tax rate (T) of 30%:
a) After-tax Cost of Debt with a before tax cost of debt of 8% (Show your Work):


b) After-tax Cost of Debt with a before tax cost of debt of 9% (Show your Work):


c) After-tax Cost of Debt with a before tax cost of debt of 10% (Show your Work):



Tapley has a stock price of $88/share, a current dividend of $4/share, and a growth rate of 10%.  Additionally, the flotation expenses it faces in the external markets will be tiered based on the volume of stock it sells and they range from a low of 10% to a middle cost of 15% to a high cost of 20%.
Copy your work from the Cost of Equity Assignment from week #11:
a) Cost of Equity for Retained Earnings (Show your Work):


b) Cost of Equity with a 10% flotation expense (Show your Work):


c) Cost of Equity with a 15% flotation expense (Show your Work):




d) Cost of Equity with a 20% flotation expense (Show your Work):





With all of the data above, please calculate (Show your Work):


WACC1 =


WACC2 =


WACC3 =


WACC4 =


WACC5 =


WACC6 =
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