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The price per share after recapitalization would be AUD 29.81
Calculation
Step 1: Earning per share before recapitalization
EBIT = AUD 2,000,000
Less tax which is 25% = AUD500,000
Net Income = AUD1,500,000
Number of shares outstanding = 500,000
Therefore,   Earnings per share= AUD$3
Step 2: Cost of Equity
Rs = rf βrmrp
=4.5%+1.055%
=9.75%
Step 3: Market price of share
=
=
=AUD30.77
Step 4: Number of shares to be repurchased
=
=
= 97,497.56 which I rounded of to 97, 498 shares
Step 5: Earnings per share after recapitalization
EBIT = AUD2,000,000
Less interest on debt i.e 9% =270,000
Earning before tax = 1,730,000
Less tax which is 25% =432, 500
Net Income = 1,297,500
Number of outstanding shares(500,000 – 97,498) = 402,502 shares
Earnings per share( )=AUD 3.22
Step 6: Cost of equity after recapitalization
Rs = rf βrmrp
= 4.5%+1.25 5%
=10.8%
Step 7: Market price of the share
= 
=
=AUD 29.81
