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QnA.
From the definition, free cash flow is the cash that a company creates after all the cash outflows have been accounted for to help the smooth operation of the business that enables the company to maintain its capital assets. This means that interest payments are not included or are not part of the free cash flow. Therefore, the use of the free cash flow valuation model will show that there will be some of the factors that should be considered. Both WACC, which is characterized as Weight Average Cost of Capital, and the FCF, which stands for Free Cash Flow, are the major obligation that capital structures rely on. On the other hand, the cost of procuring the stock is rd and rs, while ws and wd is the rate by which both obligation and the supplies available are financing a business. In the industry, capital structure plays a crucial role in the value of the company. Therefore, when there would be a relative debt and equity, this will mean that there will be a risk cash flow, the interest generated, and the stakeholder's investment cash will also be affected (Brigham and Ehrhardt, 2016).
QNb.1
According to Brigham and Ehrhardt (2016), business risk refers to the business's uncertainties that hinder the company from getting the intended profit but rather make losses. The business risk is all about 	EBIT, which the Earning Before premium and Taxes characterizes. The possibility is that the business will run into losses than the foreseen benefits or get worse results instead of achieving the required services. This risk may be caused by factors like high competition, strikes by workers, change in government policy, change f consumers preferences, and even high cost of products.
The factors that influence a firm's business risks include; vulnerability of information cost, yield cost, unit deals, fluctuation of the market, natural disasters, lack of enough finance, low rates of foreign exchange, implementation of business strategies, and competition.
QNb.2
Operating leverage is the degree of measures on how the firm can raise the operating income to increase the profit for the effective business operation. Generally, high operation leverage comes along when there is a high gross margin and low variables generated from the sales. From Brigham and Ehrhardt (2016), the operating power is calculated by the diving entity's contribution margin by operating net income.
Operating leverage affects a firm's business risk. When the operating power is higher will be caused by the higher proportion of fixed cost in the production margin leads to the company generating more business risk. Under the operating leverage, higher benefits can be achieved once the sales grow tall, but in bad times, losses can be yield that causes the business risk to the company (Brigham and Ehrhardt, 2016). When there are higher expenses settled in the business, it will lead to more working influence in the business firm. As such, there will be higher EBIT since there will be a decrease in little deals. 
· Q is the amount sold
· F is settled cost
· V is the variable cost
· TC is added up to cost
· P is the cost per unit
Therefore; WB = QBE
So, QBE = F/(P – V)
And, F=$200, P=$15, V=$10
Therefore, QBE = $200/($15 – $10) = $40
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