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Chapter 2: Balance Sheet, Income Statement and CFFA
Balance sheet
CA = cash — AR + inventory
TA = CA + NFA + other intangiblc asscts
CL = AP-NP
TLorTDorD=CL-LTD
OE or TE or E = CS at par + add. paid-in surplus - RE ~ prcferred stock (if any)
CS = CS at par - add. paid-in surplus or capital - RE

TA=TL-OE
NWC=CA-CL

Income statement
EBIT = salcs ~ CGS - depreciation — other expenscs
N

(1-7)

Taxablc income or EBT = EBIT - intcrest paid; Taxablc incomc=

Taxes = taxable income x tax ratc
NI = Taxablc income-laxcs
NI = add. to RE + dividends
EPS = NV (¥ of sharcs outstanding)
PE ratio=currcnt pricc/EPS
CFFA (2 ways)

1) CFFA = OCF-NCS-ANWC
QCF = EBIT ~ dcpreciation - taxcs
NCS = NFAo: — NFAu, + depreciation
ANWC = NWCeoy— NWCse; = (CAme ~ CLas) = (CAsee — CLay)

b) CFFA =CF to creditors + CF to shareholders
CF 1o creditors=interest paid — net new borrowing=intercst paid- (LTDoe — LTDox)
CF 10 stockholders= dividends paid - nct new cquity miscd =

= dividends paid — (OEma — OEsc, — add. to RE (if any))

Taxes: Average tax ratc = taxcs to be paidftaxable income

Chapter 3: Ratios
PM = NUsales; TAT = sales/TA; EM=1+(TL/OE)=TA/QE
ROA = NI/'TA = (NI/salcs) x (sales/TA) = PM x TAT
ROE = NVOE = (NUsalcs) x (sales/TA) x (TA/OE)}=PM x TAT x EM=ROA x EM
Dividend payout ratio = Cash dividends / Nct income
Retention or plowback ratio (b) = add. to RE/NT = (NI - cash dividends)/N]
=1 - dividend payout ratio

(ROA b) Sustainable Growth Rate = (ROE . b)

Intcrnal Growth Rate = m (I-(ROE X b))

Current ratio= CA/CL; Quick ratio=(CA - Inventory)'CL,;
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Chapter 6: Bonds
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