1. [bookmark: _GoBack]In the weighted average cost of capital formula, the after-tax cost of debt is used instead of the before-tax cost of debt. However, no such adjustment is made to the cost of equity. Are you surprised by this different tax handling of debt versus equity? Why or why not?
No, the different tax handling of debt versus equity did not surprise me. This is so because normally, the cost of equity varies which means that it can be estimated. However, debt depends on the conditions of the contract which means it's fixed. According to (Dhaliwal et al., 2016) the company normally sets the amount they borrow along with the taxes and the interest rate when it takes a loan. As a result, the cost of equity can sometimes be determined by the cost of equity. The reason the company always takes into account its debt after-tax cost when determining its weighted average cost of capital is to ensure that it has accurate data regarding its debt. 
2. If a corporation borrowed all of the money for its project at the risk-free rate, does that mean that the project’s cost of capital is the risk-free rate?
Existing evidence has shown that even places labeled risk free are subject to many risks because risks are naturally everywhere (Dhaliwal et al., 2016). Therefore, by borrowing money for its project at a risk-free rate, the corporation’s project cost of capital is still at greater risk. Normally, the term free-checks are used by lenders to entice their clients to do business with them. Also, with contemporary issues such as disease outbreaks, it’s difficult to predict the trends in the market because the market is constantly changing. Therefore, it's important to take caution regardless of the deals are good since risks are inevitable in such circumstances. This is the reason I believe that having risk-free rates is impossible. 
3. When calculating the weighted average cost of capital, would it matter more if book values instead of market values were used for equity instead of debt? Please explain.
Yes, the calculations will be very different if the book instead of market values will be used for calculating the average cost of capital. The book value refers to the original cost of a product hence, it cannot change (Dhaliwal et al., 2016). For example, if a person bought a product at $10,000, the money that was paid for that product will not change even after 20 years. However, the market value is always changing depending on the trends on the market. As a result, a product which is $10000 today might be 20000 ten years from now. As a result of this, the accurate data of market value is difficult to find even though working with WACC can provide accurate data. Since the company cannot control the continuous variation in the market value, its important to keep track of the market values promptly. The precise calculations help the investors make decisions on whether their investments are worth the value or not. 
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