Operating revenues

Carsg dated %—éﬂa‘m:sai-Hig
Year Ended Decemﬁer 3%,

(in millions, except per share data). - '

Operating expenses

Interest expense, net
" Other (expense) income, net
Income tax benefit

Restructuring and impairment charges
Depreciation and amortization

~1Loss before extracrdinary item and pgg_ferred stock dividends -
Extraordinary, item - gain (foss).on early retirement of debt, net of income tax -

Mandatorily redeemable preferred stock dividends

Loss attributable to common stockholders .

Extraordinary item

Loss before extraordmary iten attnbutable to common. stockhoiders o

Loss per share attributable to commen stockholders, basic and diluted

Weighted average number of common shares cutstanding

Selected Balance Sheet and Cther Data
Capital expenditures .

Debt of NIt Hoidings, non-recourse to and not held by parent®

. Domestic long-term debt, capital lease and finance
obligations, including current portion

Mandatorily redeemable preferred stock

(1) EBITDA consists of loss before extraordinary item, net interest expense, income tax benefit, cféprem p:n‘ and,
to be non-recurring in nature, such as restructuring and impairment charges. EBITDA is not a measufement ke g
In the United States and may not be similar to EBRTDA measures of other companies.

(2} Ni Holdings’ 2001 balance is in default and calslabl.e or subject o acceleration by third partieé-"a_n_
include $800 million of debt held by Nextet Communications which eliminates when reporting con:

Key Domestic Data

Domestic Service
Revenue

56,560
miflian

(53,222
enillion

" 5898 .
% milliosi

. 1999 2000 2001

1999 2000 201

Domestic Operating
Cash Flow

47,398

. rmiiiton

oy
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INCOME STATEMENT

2001 2002
Sales $23,000.00 $28,000.00
Cost of Goods
Sold $ 9,840.00 $11,600.00

Depreciation
$ 1,970.00 $ 2,140.00

EBIT $11,190.00 $14,260.00

Intrest Paid $ 74200 $ 980.00

Taxablelncome $10,448.00 $13,280.00

Tax (35%) $ 3.656.80 $ 4,648.00

Net Tncome $6,791.20 $ 8,632.00



|. Short-Term Solvency, or Liquidity Ratios:
1. Current Ratio
2. Quick Ratio
3. Cash Ratio
4. Networking Capital to Total Assets

5. Interval Measure



Current Ratio

Measures ability to meet current debts with
current assets

Formula: Current Assets/Current Liabilities

Account 2001 2002

Current Assets

Current Liabilities

Current Ratio




Quick (Acid Test) Ratio

Measures ability to meet current debts with

most-liquid (quick) current assets

Formula: (Current Assets-Inventory)iCurrent Liabilities

Account 2001 2002

Current Assets

Inventory

'Current Liabilities

Quick Ratio




Cash Ratio

Measures ability to pay current liabilities
with the cash on hand

Formula: Cash/Current Liabilities

Account 2001 2002

Cash

Current Liabilities

Cash Ratio




Net Working Capital to

Total Assets

Shows the amount of liquidity per the

amount of total assets

Formula: Net Working Capital/Total Assets

Account 2001 12002

Net Working
Capital

Total Assets

NWC to Total
Assets




Interval Measure

Measures ability to pay daily operating costs
with current assets

Formula: Current Assets/Average Daily Operating Costs

Account 2001 2002

Current Assets

Operating Costs

Interval Measure




. Long-Term Solvency, or Financial
Leverage Ratios:

1. Total Debt Ratio

2. Debt-Equity Ratio

3. Equity Multipliér

4. Long-Term Debt Ratio

5. Times Interest Earned Ratio

6. Cash Coverage Ratio



Total Debt. Ratio

Measures percentage of debt versus assets

Formula: (Total Assets-Total Equity)/ Total

Assets)
Or
Remember: Assets=Liabilities + Equity;
Liabilities (or Debt)= Assets-Equity;
Therefore, the formula is Debt/Assets.

Why the Complication?

' Account 2001 2002

Total Assets

Total Equity

Total Assets

Total Debt Ratio




Debt-Equity Ratio

Indicates the extent to which debt financing
is used relative to equity financing

Formula: Total Debt/Total Equity

Account 2001 2002

Total Debt

Total Equity

Debt to Equity
Ratio




Equity Multiplier

Indicates the extent to which assets are in
proportion to equity financing

Formula: Total Assets/Total Equity

Account 2001 2002

Total Assets

Total Equity

Equity Multiplier




Long-Term Debt Ratio

Measures what percentage long-term debt is

relative to long-term debt and equity

Formula; Long-Term Debt/(Long-Term Debt + Equity)

Account

2001

2002

Long-Term Debt

Long-Term Debt

Total Equity

Long-Term Debt
Ratio




Times Interest Earned

Ratio (Interest Coverage)

Indicates Ability to cover interest charges;
tells the number of times interest is earned

Formula: EBIT*/Interest Expense

*Earnings Before Interest and Taxes

Account 2001 2002
EBIT |

Interest Expense

Interest Coverage




Cash Coverage Ratio

Indicates Ability to cover interest charges;

tells the number of times interest is earned

-in this ratio, the non-cash expense of

depreciation is added back into the equation

Formula: (EBIT + Depreciation Expense)/ Interest Expense

Account 2001

2002

EBIT

Depreciation
Expense

Interest Expense

Cash Coverage
Ratio




l1l. Asset Utilization, or Turnover, Ratios:
1. Inventdry Turnover
2. Days' Sales in Inventory
3. Receivables Turnover
4, Days® Sales in Receivables
5. Net Wofking Capital Turndver
6. Fixed Asset Turnover

7. Total Asset Turnover



Inventory Turnover

Measures how many times the .inventory has
been turned over (sold) during the year;
provides insight into liquidity of inventory
and téndency to overstock

Formula: Cost of Goods Sold/ Inventory

- |Account | 2001 2002

GOGS

Inventory

inveniory
1 Turnover




Days’ Sales in Inventory

(Inventory Turnover In

Days

Average number of days the inventory is
held before it is turned into accounts
receivable through sales

Formula: 365/ Inventory Turnover

Account 2001 2002

365 365 365

Inventory Turnover

T in Days




Receivables Turnover

Measures how many times the receivables

have been turned over (into cash) dutring the

year; provides insight into the quality of the

receivables

Formula: Sales/Accounts Receivable

Account

2001

2002

Sales

Accounts
Receivable

Receivables
Turnover




Days' Sales In

Receivables

Average number of days receivables are
outstanding before being collected

Formula: 365/ Receivables Turnover

Account 2001 2002

369 365 365

Inveniory Turnover

RT in Days |




Net Working Capital

Turnover

Measures the amount of production received

from the sales.

Formula: Sales/ Net Working Capital

Account 2001 2002
Sales
NWGC
NWC Turnover |




Fixed Asset Turnover

Measures the relative efficiency of net fixed
assets to generate sales

Formula: Sales/ Net Fixed Assets

Account 2001 2002

Sales

Net Fixed Assets

Fixed Asset
Turnover




Total Asset Turnover

Measures relative efficiency of total assets to

generate sales

Formula: Sales/ Total Assets

Account 2001 2002
Sales

Total Assets

Total Asset
Turnover




IV. Profitability Ratios:
1. Profit Margin

2. Return on Assets (ROA)

3. Return on Equity



Profit Margin

Measures profitability with respect to sales
generated; net income per dollar of sales.

Formula: Net Income/ Sales

Account 2001 2002

'Net income

| Sales

Net Profit Margin




Return on Assets (ROA)

(Return on Investment
Measures overall effectiveness in generating
profits with available assets; earning power

of invested capital

Formula: Net Income/ Total Assets

Or

Net Profit Margin * Total Asset Turnover

Account 2001 2002

‘Net income

Total Assets

ROI



Return on Equity (ROE

Measures earning power on shareholders’
book-value investment

Formula: Net Income/ Total Equity

Or

Net Profit Margin * Total Asset Turnover * Equity Multiplier

Account 2001 2002

Net Income

Total Equity

ROE




V. Market Value Ratios
1. Earnings Per Share
2. Price-Earnings Ratio

3. Market-to-Book Ratio



Earnings Per Share

Income per share outstanding

Formula: Net Income/ Shares Outstanding




Price-Earnings Ratio

How much higher the market value of the

shares are over

Formula: Price Per Share/ Earnings Per

Share



Market-to-Book Ratio

How much higher (or lower) the market value

of the stock is in respect to the book value of

the stock

Formula: Market Value Per Share/ Book

Value Per Share



RATIO

Liquidity

Current Ratio

Quick Ratio

Cash Ratio

NWGC to Total Assets
Interval Measure
Financial Leverage
Total Debt Ratio
Debt to Equity Ratio
Equity Multiplier

|.TD Ratio

TIE Ratio

Cash Coverage Ratio
Asset Utilization
Inventory Turnover
Days Inventory
Receivables Turnover
Days Receivable
NWC Turnover

Fixed Asset Turnover
Total Asset Turnover
Profitability

Profit Margin

ROA

ROE:-

2001

4.33
1.77
0.38
0.36
0.63

(.28
.39
1.39
0.22
15.08
17.74

2.23
163.68
0.66
37.78
2.98
1.64
1.07

0.3
0.32
0.44

2002

3.61
1.3
0.33
0.3
0.57

0.24
0.32
1.32
0.17
14.55
16.73

2.33
156.65
13.3
27.44
4.97
1.51
1.06

0.31
0.33

0.43

iINDUSTRY

4.7
2
0.5
0.34
0.71

0.31
0.52
1.52
0.34
13
15

3.1
142.46
16
21.65
5.3
1.7
117

0.27
0.3
0.39



