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ECONOMIC VALUE ADDED

Table |

A Short-Cut Approach to Calculating Economic Value Added

Operating Income

plus Interest income

plus Equity income (or minus equity loss)

plus Other investment income

minus Income taxes

minus Tax shield on interest expense

= Net operating profit after tax (NOPAT)
Short-term debt

plus Long-term debt (including bonds)

plus Shareholders' equity (including minority interest, deferred taxes, and
provisions)

= Invested capital (IC)
{Average IC = (ICbeg + ICend ) + 2}
NOPAT

minus Capital charges (Average IC x Cost Of Capital)

EVA
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ECONOMIC VALUE ADDED

Table 2

Harnischfeger Industries, Inc.
Consolidated Balance Sheet
Year Ended October 31, 1996

Dollar amounts in thousands

1996 1995
Assets
Current Assets:
Cash and cash equivalents 36,936 239,043
Accounts receivable — net 667,786 499,953
Inventories 547,115 416,395
Businesses held for sale 26,152 -
Other current assets 132,261 57,999
1,410,250 1,213,390
Property, Plant and Equipment: 1
Land and improvements 48,371 31,57
Buildings 301,010 233,788
Machinery and equipment 776,332 676,546
1,125,713 941,905
Accumulated depreciation (491,668) (454,249)
634,045 487,656
Investments and Other Assets:
Goodwill 512,693 147,943
Intangible assets 39,173 66,796
Other assets 93,868 124,982
645,734 339,721
2,690,029 2,040,767
Liabilities and Shareholders' Equity
Current Liabilities:
Short-term notes payable 49,633 22,802
Trade accounts payable 346,056 263,750
Employee compensation and benefits 160,488 100,041
Advance payments and progress billings 155,199 154,401
Accrued warranties 50,718 43,801
Other current liabilities 315,033 138,508
1,077,127 723,303
Long-term Obligations 657,765 459,110
Other Liabilities:
Liability for postretirement benefits 78,814 101,605
Accrued pension and related costs 39,902 52,237
Other liabilities 14,364 20,820
Deferred income taxes 54,920 34,805
188,000 209,467
Minority Interest 93,652 89,611
Shareholders' Equity:
Common stock 51,407 51,118
Capital in excess of par value 615,089 603,712
Retained earnings 148,175 53,560
Cumulative translation adjustments (37,854) (42,118)
Less: Stock Employee Compensation Trust (61,360) (60,483)
Treasury Stock (42,242) (46.513)
673,485 559,276
2,690.029 2,040,767

Source: Harnischeger's 1996 Annual Report
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ECONOMIC VALUE ADDED

Table 2 (continued)
Harnischfeger Industries, Inc.
Consolidated Statement af Income
Year Ended October 31, 1996

Dollar amounts in thousands

Sales 2,887,570
Cost of Sales 2,166,775
Product Development, Selling and 433,776
Administrative expenses
Restructuring Charge 43,000
Operating income 244,019
Interest Expense - Net (62,258)
Income before Taxes and Minority interest 181,761
Provision for Income Taxes (63,600)
Minority Interest (3,944)
Net Income 114,217

Source: Harnischfeger's 1996 Annual Report.
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