Capital budgeting formulas

Cash flows

AOCF = (AR - AE - AD) (1 - t) + AD - ANWC  or AOCF = (AR - AE) (1 - t) + ADt - ANWC

where
AQOCF = change in operating cash flow;
AR = change in revenues;
AE = change in expenses;
AD = change in depreciation;
t = tax rate; and
ANWC = change in working capital
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where CF; is the cash flow at the end of period t, and CIF, and COF, are cash inflows and cash outflows, respectively,
at the end of period t.
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