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Institution
Date 



Friendly Medical Center
	% equity
	After  tax cost of debt
	Cost of equity

	0%
	12%
	0%

	20.0%
	14%
	20%

	40.0%
	13%
	22%

	60.0%
	8%
	25%

	80.0%
	7%
	27%



Calculate the Weighted Average Cost of Capital for Friendly Medical Center and identify which mix of capital is best for them
The lowest WACC is 11.00% and happens to be the optimal (best mix possible) point. 
WACC is lowest when equity is 80% and debt 20%
How would you fund this acquisition? 
Securing loans using Rock pile’s fixed assets. Fixed assets always maintain value over time and serve thus, serve as security or collateral for loans.
Mezzanine financing can as well serve as a good source since often it requires no collateral.
I can raise additional equity from the recently joined investors of the company.
The CT scanner service providers can also finance this acquisition as a credit on agreed terms of later payments. 
How much cash would you put in the investment? 
I would pump 1.5 million US dollars to the project. This includes the $950,000 costs and additional maintenance fee. This is a capital investment hence has high capital demands. 
What additional information would you need? 
I would need information on the money line up; the extent of the returns on the investment and profits thereby.
Defined project targets-this is very ideal for projection of possible outcomes and setting of goals.
The machines professionalism, who will operate the machine, an employee or a contractor.
The project logical structure is very needful.
What assumptions would you need to make?
Assumptions are postulations that are held before project implementation, in hope. Some of the major assumptions to make in this project are:
a) That the project would be compatible to our products and services
b) That it will reduce on costs and ease processes
c) It is definite we assume that the project will make profits, otherwise we cannot implement it
•Describe how you would decide how much you are willing to pay for insurance 
Insurance services need to cover the business out of all squashes. The “how to” is all about the judgments made. Business evaluation is made and provision for coverage is done on everything that has value. The Business Owners Policy helps guide toward an effective insurance facility. Consider business and property interruptions, genera liability.  
•Remember that you are paying more than the expected value of a loss
• EV = $/event x % risk of event 
This formula calculates the value of risk. 
 •Why would you pay more than the expected value of a loss for insurance? 
Because of an individual’s personal insurance cover in case of an emergency, 
Using excess of contract labor can also lead to high levels of insurance, and
Choosing the wrong agent. 
•Is there any situation where you might say you would rather pay out of pocket for health care versus pay for insurance?
Yes. A situation where you have stayed for very long without having any health complication, and at these time, you are paying for the periodical dues to the insurance company. This means a total loss in the long run considering the time value of money, now that the dollar is appreciating. 
[bookmark: _GoBack]
References
Bharadwaj, A., & Shivdasani, A. (2003). Valuation effects of bank financing in acquisitions. Journal of Financial Economics, 67(1), 113-148.
Vélez-Pareja, I., & Tham, J. (2009). Market value calculation and the solution of circularity between value and the weighted average cost of capital WACC. RAM. Revista de Administração Mackenzie, 10(6), 101-131.

