
EQUATION SHEET 
Principles of Finance 

Exam 1 
 
FINANCIAL STATEMENT ANALYSIS
 
Net cash flow = Net income + Depreciation and amortization 
 
Net working capital = NWC = Current assets – Current liabilities 
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Operating cash flow = NOI(1 – Tax rate) + Depreciation and amortization 
 
Free cash flow  = FCF  = Operating cash flow – Investments 
  = Operating cash flow – (Δ in fixed assets + Δ NOWC) 
 
Economic value added = EVA = NOI(1- Tax rate) – [(Invested capital) x (After-tax cost of capital)] 
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TIME VALUE OF MONEY
 
Lump-sum (single) payments: 
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Annuity payments: 
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Perpetuities: 
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Uneven cash flow streams: 
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Interest rates (yields): 
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Annual percentage rate = APR = rPER x m 
 
 
COST OF MONEY 
 
Dollar return  = (Dollar income) +            (Capital gains) 
  = (Dollar income) + (Ending value – Beginning value) 
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Rate of return = r = Risk-free rate + Risk premium 
 
Rate of return = r = rRF + RP =    rRF  + [DRP + LP + MRP]  
 = [r* + IP] + [DRP + LP + MRP] 
 
rTreasury = rRF + MRP = [r* + IP] + MRP 
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