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Colgate's Operating Divisions

(2011 AMDUNTS IN $ MILLION)

- _ . - R . Net Operating Total
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G e | palecal) LI A (ha g LgdleliS g North America* ...................... $ 2,995 $ 791 $ 2,288
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W oguat 630 Sl N J | Europe/South Pacific ... .............. 3,508 715 3,555

/4’-.' = grd‘J ‘11.“.'."‘3‘ 4aali s Cladia J.'Uu Greater Asia/Africa ................... 3,281 807 2,069

Ll ‘:‘.-.'AJJS KRS -L;-"n-p b u-“‘ LPJ}’ el Total oral, personal, and home care ....... 14,562 3,127 11,548

PERIIC. OV P RLNPNNI PRI DR A BRPRPR R | Pet nutrition’ .......................... 2,172 560 1,078

?.QJM u_‘; gaill b.aﬁ L;S\ LN ‘3143‘2\ 5aly 3 g Corporate . ...l N/A (446) 98

Totalmetsales......................... $16,734 $3.841 $12,724
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Colgate Stock Price Growth versus the S&P 500
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— Exhibit 1.3 Colgate’s Summary Financial Data (in billions, except per share data)
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Colgate’s Consolidated Balance Sheet (in millions, except per share amounts)

As of December 31, 201 2010

Assets
Current assets

Cash and cashequivalents . ..................................... % 818 $ 490
Receivables (net of allowances of $49 and $53, respectively) . ........... 1,675 1,610 Liabilities and Shareholders’ Equity
I B O IS L o et e ettt ettt e e et e e 1,321 1,222 Current liabilities
Other current assets ... 822 408 Notesand loans payable ........... ... ..o i, $§ $ 48
Total curment assels ... ..ottt et e, A 402 3,730 Current portion of long-term debt ..o .o L 346 h61
Property, plant and equipment, net . ... ...\ ... 3,668 3,693 Accounts payable ... e 1,244 1,165
GOOAWIIL NBE - o oo 2,657 2 362 Accrued inCome tarBs . et 192 g]’E
UtherlﬂtaﬂglhleaSSEiSHEt 1341 831 DthErEEBrUElS ................................................ ﬂ ].EIEE
Deferred INCOME tAXES .. ..o\ttt e e i e ianeees 115 84 Total current liabilities ... ... . e, 3,716 3,728
Otherassets ... 541 472 Long-term debt . ... ... 4,430 2815
Total @SSBS . oot e $12,124 $ 11,172 Deferred income taXBS . .. . .. ... .. 252 108
Dther liabilities . ... ... s, 1,785 1,704
Total lHabilites .. ..o e e 10,183 8,355
Commitments and contingent labilities .. ... .. ... .. ... .. .. ..., — —

Shareholders' equity
Common stock, $1 par value

(2,000,000,000 shares authorized, 732,853,180 shares issued) .. ..... 133 133

Statement of Changes in  owtbudl Gois b Sl Gl | 1 5325
Shareholders’ Equity Accumulated other comprehensive income (loss) .......... ... ...... (2,475) (2,115)

. ‘ , 15,243 14,079

bl ‘éA QU"&:JU ‘d.al...ﬁ\ diﬁb ‘SM‘ CQJY‘ Ql.'\l,g U"'“a L I.dls Unearned compensation .. ... ... .. e, (60} 199)
At (8 g ¢ andl RYY gﬁ) Omadlsall (3 58a LA <l i) cliben Jlall Gl Treasury stock, atcost ... ..., (12,808) (11,305)
(o <l il Gl Ayaas @ bia Glad) 13 (Opatlcall (G58a A &) il Gl Total Colgate-Palmolive Company shareholders’ equity .............. 2,375 2,675
A Al Jsal o agul) Claual cilidlaa Noncontrolling interests .. ... ... 166 142

Total shareholders’ equity . ... ... e e, 2,541 2817

Total liabilities and shareholders” equity .. ... ... . ... ... ..... $127124 11,172
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Colgate's Consolidated Statements of Income (in millions, except per share amounts)
For the years ended December 31, 2011 2010 2009
Net sales .. $16,734 $15,564 $15,327
Costofsales ....... ... ..o, 1,144 6,360 6,319
Grossprofit ... ... ... ... ... 9,590 9,204 9,008
Selling, general, and administrative expenses . ....... 5,758 5,414 5,282
Other (income) expense, net . ... ... ... . ....... (9) 301 111
Operatingprofit . ... ..., 3,841 3,489 3,615
Interest expense, net .. ... ... ... 52 59 17
Income before income taxes .. ... ... ... ..., 3,789 3,430 3,538
Provision for incometaxes . ............ .. ... ..... 1,235 1,117 1,141
Net income including noncontrolling interests ... ... 2,554 2313 2,397
Less: Net income attributable to noncontrolling interests 123 110 106
Net income attributable to Colgate-Palmolive Company  $ 2,431 $ 2203 $ 2.291
Earnings per common share, basic ................ $ 4.98 5 4.45 3 4.53
Earnings per common share, diluted .. ............. $ 4.94 8 4.31 g 4.37
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Colgate's Consolidated Statements of Retained Earnings, Comprehensive Income, Exhibit 1.7
and Changes in Capital Accounts (in millions) EEEEEER

Accumulated Other
Lommon Addibonal Fand- Unearned Ireasury Retained Comprehensive  Noncontrolling
stock In Caprtal Lompensation abock Earmings Income (Loss) Interests

a8 dsa gand) AL jual) Balance, December 31, 2010 $733 $1,132 $(99) $(11,305) $14,329 $(2.115) $142

) Jaal dla | Netincome ... 2431 123

Ay pall e ¢ LAY Jaldl) ;j&ﬁ\ Other comprehensive income, net of tax . .. {360) (7
LY aguda | Dividends (1,111) (92)

) bl Ao Gy gl il

) LA J8E e Gaanll ) o Emres I‘SELES 11|:|r stock E-ptm;a d EEE
5 B S Shares issued for restricted stock awards . . 3

ped 8 e el S naad é‘&"‘i Treasury stock acquired (1,806)

a-.\i}“‘ ‘;'ujs‘ uip d n e: ':I‘.I'-EF ................................ ; ':I.:'
AT Balance, December 31, 2011 $(12,808) %15649

Yo ) Jsanwd Y)Y ¢ dua
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Exhibit 1.8 Colgate's Consolidated Statements of Cash Flows (in millions,

EEEEEEN except per share amounts)
For the years ended December 31, 201 2010 2009
Operating Activities
Net income including noncontrolling interests ........................ $ 2,554 $ 2313 $ 2397
Adjustments to reconcile net income including noncontrolling interests
to net cash provided by operations:
Depreciation and amortization . . . P, 421 376 351
Restructuring and termination benefits, netofcash ................. 103 86 (18)
Venezuela hyperinflationary transitioncharge . ..................... 271
(Gain before tax on sales of noncore product lines ................... (207) (50) (9)
Stock-based compensation expense ............. ... ..., 122 121 117
Deferred INCOME EAXES . ... ..ottt e e e 88 29 (23)
Cash effects of changes in:
Receivables . ... ...t e 130) 40 57
Inventories .............c.iiininn... (130) (10) 4
Accounts payable and other accruals .............. 199 (65) 294
Other noncurrent assets and liabilities ............. 54 135 136
Net cash provided byoperations . ........................... 2,896 3211 3,277
Investing Activities
Capital expendifUres . ... ... e (537) (5500 (575)
Sale of property and noncore product lines .. ... . ... i.iL. 263 42 17
Purchases of marketable securities and investments ... .............. (356) (308) (289)
Proceeds from sale of marketable securities and investments . ... ... .. .. 423 167 —
Payment for acquisitions, net of cash acquired . ... ... ... .. ..., (966) — —
1 (40) )] f
Met cash used in investing activities ........................ (1,213) (658) (841)
Financing Activities
Principal paymentsondebt ... ... ... (4,429) (4.719) (3,950
Proceeds from issuance of debt ... ... ... ... 5,843 5015 3424
Dividends paid . ... ... e (1,203) (1,142) (981)
Purchases of treasury shares .. ... ... ..o (1,806) (2,020) (1,063)
Proceeds from exercise of stock options and excess tax benefits ... ....... 353 242 300
Net cash used in financing activities .. ...................... (1,242) (2.624) (2,270
Effect of exchange rate changes on Cash and cash equivalents .......... (53) (39 (121)
Met increase (decrease) in Gash and cash equivalents ................. kLT (110) 45
Cash and cash equivalents at beginningof year ...................... 490 B00 555
Cash and cash equivalents atend of year ... ... ... .. ... ... $ @& § 4%0 § 600




~ Operafing Activities

Net income including noncontrolling interests
Adjustments to reconcile net income including
noncontrolling interests

to net cash provided by operations:

Depreciation and amortization

Restructuring and termination benefits, net of cash
Venezuela hyperinflationary transition charge
Gain before tax on sales of noncore product lines
Stock-based compensation expense

Deferred income taxes

Cash effects of changes in:

Receivables

Inventories

Accounts payable and other accruals

Other noncurrent assets and liabilities

Net cash provided by operations
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= Investing Activities 4 Ll cdalis Iy

& Capital expenditures dllandd ) cdasy)
Sale of property and noncore product lines Llul) & ZUN) haghd g cilsiiaall au
Purchases of marketable securities and investments J o)l ALY <l jlaiiad) g Aallal) (315990 iy idia
Proceeds from sale of marketable securities and investments A g)aiall <l et g Aadlall (31,990 A (s Blania
Payment for acquisitions, net of cash acquired GuudiSal) 283 Al ¢ ) gaiul) Jilda adal)
Other s A
Net cash used in investing activities 4y jlaiiny) Aaddy) 8 addicial) A1) Ala

Financing Activities i Ja gl M‘
. . Ol Ao A ) cile gdaal)
Principal payments on debt cpal) i)y Al ) &pal
Proceeds from issuance of debt de j gall ng\z\
Dividends paid . AR pped e
Bud) 311 Ay el L) Jall g aguadl) ) L A jlaa cfaile

Purchases of freasury shares ALl gty Al Mf‘u-s'e Sheual) ) bl

Proceeds from exercise of stock options and excess tax benefits Jalaal) 283 g AALY) Jo G pall jlad i pid 80

Net cash used in financing activities Aasa (A Lag ) (B (Qaldl]) B30 (Ala
. aladl gl A Jalaal) 2851 g 2831

Effect of exchange rate changes on Cash and cash equivalents Aind) Algs @ Jalaall 31 g 31

Net increase (decrease) in Cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of year
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Financial Statement Links—Colgate ($ million) Exhibit 1.9

Statement of Cash Flows
For Year Ended Dec. 31, 2011

., vy Operating cash flows % 289
Alxal) 39—‘3‘} gl Investing cash flows (1,213)
Financing cash flows (1,242)
Exchange rate changes on cash
Balance Shest and cash equlvalents a3 Balance Shest
Dee. 31, 20010 Met increase in cash and cash Dec. 31, 2011
Assels equivalents t 388 mats
L _I'_"' Cash Jan. 1, 2011 440
Cash and cash eguivalents  § 490 Cash Dec. 312011 £ 878 | Cash and cash equivalents § 878
Noncash assets 10,682 S hl Honcash assets 11 8d6
Tatal $11.172 Tofal assets $ 12724
L Elilnd 1 Income Statement F— .
Liabilities and Egui Liabilities and Eguit
oty . For Year Ended Dec. 31, 2011 quity
latal hailities * 8,35 | I T .
\ ol il LG o $ 16734 __r;.l:al.:rl.amn..es ¢ 10,183
i~ Coat of sabss and expenses 14 303) -
[~ Share capital 1,865 et bnrcarss xpe ; 55T — P=| Share capital 2 069
elmined eannings 14,3249 ! | FRelzined samings 15,649
Ancumulated athes camp inc (£,115) p— —=|  Accumulated other comp ine (2,475)
Ohes ;3 Statement of Shareholders’ Equity Dither 106
— [reasury siock, af cost {11,303 = - s = | Tressury stock, at cost (12 B0}
= : Balance, Dec. 31, 2010 : ]
/— Total shareholders’ equity 2817 &h o for : ) lig; Total shareholders equity 2,541
Tatal $11,172 AEANES, VA1 SN (RS =2 Total liabilities and —_—
Siock-basad compansation 122 sharshalder's aquit % 12724
A Change in preference shanes 0 =
Othes (257} A
Balance, Dec. 31, 2011 _ 2084
———| Retaned earnings, Dec. 31, 2010 14 329
Add: Met income 2431 |-
Leass: Dividends {1,111}
Retained earnings, Dec. 31, 15 645
2011

b | Azc comipr inc. Dec. 31, 2010 (2,115)
Other comprehansive income {360) Foint in time
fAcc compr inc. Dec. 31, 2011 (2.47%)

Foint in time

i | Trecagury stock, Dec. 31, 20010 (11,305)
Treasury stock issued 304

Treasury stock repurchased {1,807}
Treasury stock, Dec. 31, 2011 (12 B0&)

)

= Period of time




Additional Information 4déla) clagiea e

Cila glaall 038 Al ja Ao (g gy llal) il Jald Jalad AS &l Jga ALl cila gl Jla ) Uil ally Aailal) o W) aUSH da o) silil) o Cond Adlall clitydl
ALy

O i By Jalad g AdBlia il cila ; gall g Aallall (31 oY) Adad 8 (e Liile Al glaia dlla (3) )9l g Cad Cldina Lgnal (AN S &N Ao iy 302y Jalad g AdBlia
blaad) il g Jlall (il 30 a9 AS AN U gan Ao g8 AN & oSl g Aalgd) Claal) daald o)) g 4l ga i ol Adilise clalad) o) o ¢ guall 3 1aY) Jaluds

o2 (3Ball g (o all g BB AS idall i gal) () AS pldl Aial g Allal) A8 )1 AUSTE Ldad) 30 bl gigena (V) 20u0aS 9 SN 138 Cha i gl B 1Ay 80
Aglad) i) alas )

aﬁﬁzﬁﬁﬂ@w\QUL),\S\QJ\S\SQLAJJAéiJﬁﬁﬂSJ\dﬁ\dﬁCp@dﬁM@@ﬁﬁwmy@J&\éﬁ.\d\ Slleadl 2l o R
Lagas A gidal) dulaal) (galual 188 g LAJIAS)

Uapady Adla) cila glra Jlady duuy A clBadall Audlal) ad) gdl) Jalad A Ll 199 coali ddlall o UL 380 5 A 1y peaadil) cUBBadlal)
y\ﬂ\&h.au.\lem&:\whd\ K&M\w&wa“&\%&\ claadlall 48l degadall 3lAS ULl (el e daniceall o A gadiall ualiall
Allal) adl gil) 3 gl dllatial) Abuadil) claluady) (Y) cdasdiuall Apulaall cullul) g sabeal) (V) ¢ cilaglaa diauia gil) cilBiadlal) Cpanali  Aullal)
Clg) Y (V) i Lad) halad agud) (1) ABadl i)l Gl la¥) aa cBlalaall (8) (Jlas ) e (£) Ad Ul c¥lad) g cilal J3Y) (1) cdpa il

g s3e (A) g Ayl gLl

Adla 3l (1) ccbapial) paal (Y) (Jlasl) plad cilily (1) ¢ claglaa Alal) o) cilliadlal AleSall 4dLaY) Jgland) (padall ¢ Al cila glae
A g gy Al Ly (1) 5 «Jal) 3 umad (g B (0) camil) clibua () o glaill 4108

8 GaSl el (31 WL g sl 5 3 gai) 5 gadl) cililas Jia cilS yad) Jlasl g G dal) LAY (et lucall Cuy gl b aly 3 JaS 6l) cilily




_ Analysis Tools  Juaill al\; l

:&w‘MQ‘JA‘Y“}AWQLGWMglji&‘FMﬂ \:\Aeﬁg

anftl) ¢ g2 30T Jada ccmndl) Judas el iaiall (adl sd) Jadas oy el (all asd) Julas

Comparative Financial Statement Analysis__ 4ullall adl &) Julad 4 e

dxal ya Ao @l g sk Lasale 5 s Al )5 e dpatal) claaal) clily 5 J3all 230 8 gl dae gandl bl aall daal je IR (e Alall bl ) Hliae Jala 6 jaly o 3V a3
L laal (Kay ol & 4 laall ddlall a3 il Jalas e Wlle Lo ol Ay il Gl gleall aal ol gl aaria ol (5 i (il (e 40 jal) cliliad) 3aia i 8 il

S gind) il 8 53l 3 et (JUal Juw Ao dlall culd a gl & calalasV el Julatl) o )i WS sladV) (s g de yug o) (e aiSI) ¢y sae s e <l jlall
) ) oAl s sl ) jal 5 Gadl) CallSE 8 7Y ¢ 53l e o saamall ) ¢ A

Common-Size Financial Statement Analysis___ ¢l adall Al Glad) Julas

Dmnil) LA (pad edpa gandl A Saall Qa3 caaail an g ey Gane Glia (g0 (0S5 Ao 8 e gena sl e gene A & Lo A jae (e il O (S el bl Jalas
Obe dilad die e sema (e A gie duai€ Cile senall a2 Jaks cililial) e ueedll Al @l dayp 700 00 Ay (ASL (3 ia ) ALYl il 3V ) Jsal) Jlea) oo
O dys o) v v s e saaall Jaka 450 8l cliliall £ sane (Y Clbagaall (e 4 10 daiS Lo | ame diiall Jaall oS cililin ae 7Y ¢+ dauy Cllagual) (e 2y 5 ¢ Jal)
Cld Aglall i) Julas o) & jidie ana b &l jle 8 ciliball (Il ) AV andill )5k ol 1 Jalaill Wl o) a1 138 cany s ALl dlle iy laxy Jalail) 12

roplale e o il aaall Jidad aady e sendl 430 jaall Qalas 8 (Gl Qoo o Al cilibll 40300l 4 jill agh 6 2ie & jidiall anall

AL 3 sin g5 Siall e geadl) g Al ghaiall il glhadl) e Jysaill a5 lld o Lay - Jysaill joliaa

Al A ey AT g Ll 13 b ey - g (555



Ratio Analysis__ () Jalail)

a5 agd bt e Llle ¢ I3 mag Lalasid s g5 (B gt SY) el Jalall il 50l (e Al Jilas ny
uAé\_\mu:;).\.ou\e.us M\w%\q)ﬂ)&muc}:uj \.@45\.&5\_\4 )S.\\.Au\.c\.@_u&\u\ﬁcs]\_dbj
SRS IS AN E P SRR TIPS WK JU WEQUC PR DY I DATTIN PR % S SR IR

MJLAAS\M@_AMJLGJ\M\)MU\L_\M‘@M@_\\JUJ&

L i o) (S Janall e i Al Qalsadl 0¥ 30 all sl sy Ratio Interpretation. psedil) 4w
LA (3 e Slassal) ) il Ak B (et S (S J) Jas ol e i 0 oI

sz\ «.J.\S\S.\M e &\y\ﬂ XY uaﬁa L;.J).m u\ CA)AM B i e (u).G\J\ d.m) t_i\.su.mj\ JSAJ Ls'd\ uJ\SJ\
Silaaall 8 Jyshall sadl e cilealsss




m— — Ratio analysis <l \

uﬁ@éh)&ﬂﬁuﬁw\ -~ M\@M&A\ﬁhu&u}uhgcLAJJ.\ﬂA;LuuLALJLccdSA&AJ LA‘M\JASY‘JLDJMJ—IS\J“_AM‘JM‘H\JJ‘UAAUA‘—LUAS‘JJMM.I
‘@‘%‘M‘Uﬁgs-‘, A\uguwug‘@w@mwﬁw\gmu\wgejA‘hmﬁj\‘ y Y l.g_ﬂu.b Voo A Y ww\&ﬁ.\d\ﬂw
Jilial) & daga Clasiall L) dolall ailiad) 4RI duad ()18 ¢« A WBd g 4SS g La puaie A jrw (i Al 9 8 pdilie ABNe lia ¢ JUal) Jas Ao Galia®) daga e ) il 0 quag

-

AdaBil) s da )¢ (ma gill H)S\gédtw\ a8 LJghailt LAY Atlall (315640 ) ey i) GRS (s Aol g ABDe aagi Y ¢

Exhibit 1.14 Financial Statement Ratios for Colgate (2011)
EEEEEERN
Liquidity

Current ratio = Current assets _ 34,402 =1.18
Current liabilities t3716

Cash and cash equivalents + Marketable securities + Accounts receivable
Current liabilities

Acid-test ratio =

_ $878 + 31675
$3,716

= (.69

Average accounts receivable l.Sl B75 + $1.610)2
Sales/360 $16,734/360

Collection period = = 35.34 days

Awerage inventory _ ($1,327 + $1,222)/2
Cost of sales/360 £7.144,/360

Days to sell inventory = = (4.27 days

Capital $tructure and Solvency

Total liabilities $10,183
Total debt t ty = = = 4.01
o e Shareholder's equity  §2 541

Long-term liabilities $E45}'
Shareholders’ eqmt'g.' $2 541

Long-term debt to equity =

Income befare income taxes and interest expense  $3.789 + $572
Times interest earned = = = 7387
Interest expense te9
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Financial Statement Ratios for Colgate (concluded)

Return on Investment
Net income + interest expense = (1 — Tax rate)
Return on assets =
Average total assets
_ $2.431 + $54(1 — 0.35)
($12,724 + §11,172)/2

Met income _ 2,431
Average shareholders’ equity  ($2 541 + $2 817)

= 20.63%

= 45.37%

Return on common equity =

Operating Performance

Sales — Cost of sales _ 316,734 —§7.144
Sales $16,734

Income from operations  $3,841
Sales  $16,734

Gross profit margin = = 57.31%

Operating profit margin (pretax) = = #2.95%

Net income _ 52,431

= = 14.53%
Sales  $16,734

Met profit margin =

Asset Utilization

_ $16,734 _ oy
Average cash and equivalents  ($878 + $490),/2

$16,734
Average accounts receivahle N (§1,675 + $1,610)/2

Sales
Cash turnover =

Sales

Accounts receivable turnover = = = 10.19

Cost of sales  _ $7.144 _
Average inventory  ($1,327 + $1,222)/2

Sales $16.734

5.61

Inventory turnover =

Warking capital turover = Average working capital [($4.402 — $3,716) + (33,730 — $3,728)],/2

Sales _ 516,734 _
Average PPE  ($3 668 + $3,693)/2

Sales _ 516,734 1
Average total assets  ($12 724 + $11.172),/2 '

4.55

PPE turnover =

Total asset tunover =

Market Measures

Market price per share _ $92.39

Price-to-earnings = = = 1855
Earnings per share £4.98
Earnings per share 498
Eamings yield = il - b = 5.39%
Market price per share  £97 39
Cash dividends per share  §2.31
Dividend yield = P = = 251%

Market price per share B £02.39

Cash dividends per share 8.4

= = 45.58%
Earnings per share $1.98

Dividend payout rate =

Price-to-book = Market price per share _ §32.39
$5.42

Book value per share = 1105

= 48.65
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Current ratio = S
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Quick ratio =

current liabilties
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cost of goods sold . 365
——— — Average age of imventory =-
dverage inventory imventory turnover
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Inventory turnover =

Operating cycle = average collection period + average age of inventory
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cost of goods sold
Accounts payables turnover =

average accounts payable
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['otal asset turnover =

average total assets
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- . . earnings before interest and taxes (EBIT)
[tmes interest earned ratio =——M98M8 ™
interest expense
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Cash flow from operations Glalanl) pe agasil) Chladail)
Less: Cash used to purchase fixed assets 4\l d},‘,‘y\ ,.,\J_:;, & ?M\ Aal) :u\i

Less: Cash dividends Y C\-‘Ji Ll
Free cash flow J;J\ L,Sﬁ-m dsq.d\
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; . gross profit
Gross profit margin _ SO PO il (e \gju.;‘g\ G:‘)M =gsu;\;\ C-.’JM Uil

net sales
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net sales

Profit margin =
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net mcome =:\,.\.‘SS‘ G:I‘-\J%JA-“ u.b Qiladl Return on total assets = profit margin x total asset turnover
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Return on total assets =

MNet income net income net sales
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, earnings available to common stockholders
Return on common equity =————————————————————————————
- average stockholders’ equity
OnetLisall (5 g Jas gia Gualadl aeslusall daliall 7L ,Y1 = Lalad) agul) o 2ila)
ROE = ROA x equity multiplier
total assets Ceabivall (3 68 Cacliaa \Chla e gall ‘_;k; Alad) =4<Lall gas Gk; il

common equity

= ROA x

ROA
1 — debt ratio
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earnings per share g JS C\,\fi\ s Laguda

L net income — preferred dividends
Earnings per share = —8M8M8¥ M
common stock outstanding

P/E ratio =
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Book val | total stockholders’ equity — preferred stock
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shares outstanding
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MVA = market value of the firm’s stock —equity capital supplied by shareholders = (stock price x
shares outst: 111L{111”+— lt'lhl] common equity.
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dividends per share o] (B gl jpns [ ages JS Cl-,ﬁj\ﬂ Gl j g = Cl.)fi\ Gl § ¢ Aile

market price per share

Dividend yield

dividends per share PYRA| daay,y |/ o J CL.‘JS“ Glay j g = C\,\J‘i\ Gl § g8

Dividend payout :
earnings per share




' LIQUIDITY

| Net working capital

Current Ratio

Quick (Acid-test)
ratio

Cash Ratio
Cash burn rate

Current assets — current liabilities

Current assets/current liabilities
(Cash + marketable securities +
accounts receivable)/current

liabilities
Cash/current liabilities
Current assets/average daily
operating expenses

ASSET UTILIZATION

Accounts receivable turnover

Average collection
period

I Entory turnover

Average age of
inventory

Operating cycle
Cash conversion cycle

Total asset turnover
PROFITABILITY

Gross profit margin

Profit margin

Return on total assets (ROA)
Eeturn on equity (ROE)

Net credit salesfaverage accounts

receivable

365 daysfaccounts receivable
turnover

Cost of goods sold/average
inventory

365 days/Inventory turnover

Average collection period +
average age of inventory

Operating cycle — average
payable period

Net sales/average total assets

Gross profit/net sales

MNet income/net sales

Net income/average total assets

Earnings available to common
stockholders/average
stockholders’ equity

SOLVENCY
Debt ratio
Debt equity ratio

Times interest earned

Cash coverage Ratio
Free cash flow (FCF)

MARKET VALUE

Earnings per share (EPS)
Price/earnings (P/E) ratio
Book value per share
Price/book value ratio

Market value added (MVA)

Dividend yield

Dividend payout

Total liabilities/total assets
Total liabilities/stockholders’
equity
Income before interest
and taxes/interest expense
EBITD/interest
Cash flow from operations —
cash used to purchase fixed
assets — cash dividends

(Net income-preferred dividend)/
common shares outstanding

Market price per share/EPS

(Total stockholders’
equity-preferred stock)/
common shares outstanding

Market price per share/book
value per share

Market value of the firm’s
stock — equity capital supplied
by shareholders

Dividends per share/market
price per share

Dividends per share/EPS
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e\M\ saill Jaxa Susiainable rate of erowth (g*) = ROE (1 — b)

Recall that ROE is the firm’s return on equity:
. . Salad) Caalicall daliadl ~ L NI =&l ga il
earnings available to common stockholders o= g « Y . C e

ROE =

average stockholders’ equity

and b is the firm’s dividend payout ratio, that 1s,

b — dividends per share - <1 CL.USY\ \66-“‘ Js! CL.’JS” - P -

earnings per share
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EVA = NOPAT — after-tax cost of total capital

Sl il s (e il juiall aumd 2ay 433N

= earnings before interest and taxes (EBIT) (1 — tax rate)

— (total capital) (after-tax cost of capital)
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Smith Corporation
Comparative Income Statement

For the Years Ended December 31, 20X3 and 20X2

Percentage Increase

20X3 20X2 or (Decrease)
Sales $570.000 $6R0,000 (16.2) =
Cost of goods sold 200,000 1 70.000 17.6
(Gross profit $370.000 £510,000 (27.5)
Operating expenses 100,000 210,000 (32.4)
EBIT $270.000 $£300,000 (10.0)

B u.wuz\.al..d\ga Yv,e Z\.wu.\@j\ (Aaa) (addd)
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(570000-680000)/680000 = (0.162) *100= (16.2)

(200000-170000)/170000= 0.176*100= 17.6

)

)

(370000-510000)/510000= (0.275) * 100=(27.5)

(100000-210000)/210000= (0.524) *100= (52.4)
)

(270000-300000)/300000= (0.1) * 100= (10.0)
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SOLUTION

(a) The Lyons Corporation
Income Statement and
Common Size Analysis

For the Years Ended December 31, 20X2 and 20X1

20X2
Amount Percentage

Net sales 400,000
Cost of goods sold 280,000
Gross profit $120,000
Operating expenses 75.000

EBIT

5 45,000

Amount Percentage

$250.000 100
160,000 64

5 90.000 36

3 34,000
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20X1

56,000 224
13.6%

400.000/400.000=1 *100= 100
280.000/400.000 =0.7*100= 70
120.000/400.000=0.3*100= 30
75.000/400.000=0.188*100= 18.8
45.000/400.000=0.112*100=11.2%
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