Case Report 10
California Pizza Kitchen: Financial Leverage
Questions: 
1. Summarize the company history and the case briefly. 
2. Using the scenarios in case Exhibit 9, what role does leverage play in affecting the return on equity (ROE) for CPK? What about the cost of capital? 
3. [bookmark: _GoBack]Based on the analysis in case Exhibit 9, what is the anticipated CPK share price under each scenario? How many shares will CPK be likely to repurchase under each scenario? What role does the tax deductibility of interest play in encouraging debt financing at CPK?
4. What capital structure policy would you recommend for CPK?

Reporting: 
Instructions 
· The report should include at least 600 words with 1-inch margins on top-bottom-left-right with 
1.5 spacing and Times New Roman 12-font. (You can use smaller font to fit the table on a word 
page) 
· In all questions after you fill in the tables, copy them and paste to a Word document. Then for formatting of the table: Highlight the table. Click on Layout >> Autofit >> Autofit Contents 
· You have to report both calculated numbers and formulas so you will report two versions of the same table.

(You can work in groups but you have to write your reports separately.)
