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Solution 1.44 
 
What is the weighted average cost of capital for a corporation that finances an expansion project 
using 40% retained earnings and 60% venture capital? Assume the interest rates are 10% for equity 
financing and 16% for debt financing.  
 
Solution: 
 

WACC = 0.40(10%) + 0.60(16%) = 13.60% 
 


