
Formula Sheet:  MBA 611 – Test #2 
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EVA = residual income = income earned – income required 

EVA = income earned – cost of capital x investment 

Economic Profit = EP = (ROI – r) x capital invested 

V = D + E 
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𝑃𝑉  𝑡𝑎𝑥 𝑠𝑕𝑖𝑒𝑙𝑑 =  
𝑐𝑜𝑟𝑝𝑜𝑟𝑎𝑡𝑒 𝑡𝑎𝑥 𝑟𝑎𝑡𝑒 𝑥 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑝𝑎𝑦𝑚𝑒𝑛𝑡
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𝑂𝑝𝑝𝑜𝑟𝑡𝑢𝑛𝑖𝑡𝑦 𝑐𝑜𝑠𝑡 𝑜𝑓 𝑐𝑎𝑝𝑖𝑡𝑎𝑙 = 𝑟 =  𝑟𝐷
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APV = base-case NPV + sum of PV of financing side effects 

APV = base-case NPV + PV (interest tax shields) 


