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Test Your Knowledge

Chapter 16

Capital Structure:

Long Term Debt and Equity Financing

1) What part of the balance sheet does the capital structure of the organization represent?

2) For-profit organizations can raise money for the organization by selling pieces of ownership of the company in the form of stock.  Is there any similar way that not-for-profit organizations can raise money?

3) What is a capital gain on stock?

4) What is the difference between common and preferred stock?

5) What is the cost of capital?

6) Assume that for-profit company has $5 million of long-term debt with an interest rate of 7%.  It has $2 million of preferred stock with a required dividend rate of 11%.  And it has $3 million of common stock that is estimated to have a cost of capital of 15%.  What is its weighted average cost of capital?  

7) What is a warrant?

8) What is venture capital?
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