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Fundamentals of Financial
Management: Concise Third Edition
continues to offer the most
complete and integrated teaching
system available.

PRETFATCE

en Fundamentals of Financial Management was first published more than

25 years ago, our intent was to write an introductory finance text that

students could truly understand. Today, nine editions later, Fundamentals has

become the leading undergraduate finance text. We have always tried to reflect

changes in the world of finance, along with the latest innovations in education

and publishing. Our goal with each new edition is to produce a book and an-
cillary package that set yet another new standard for finance textbooks.

The many changes we made over time resulted in a better, more complete
textbook, but one that is much longer than it was originally. Indeed, despite the
continued success of Fundamentals, we often heard the comment that it was dif-
ficult to cover the entire book in a single term.

When we first became aware of this situation, we turned to students and
other professors for advice. Some students and professors advised us not to
worry about the size issue. They argued that a larger, more complete textbook
is better because it provides professors more flexibility in designing their
courses, is a better reference for students after they complete the course, and
allows interested students to read chapters not covered in the course on their
own. Others took a different position, arguing that as a textbook gets larger, it
becomes increasingly difficult to develop a manageable syllabus, and that many
students buy a larger, more expensive text than they want or need. In the end,
we concluded that both arguments have merit, so we decided six years ago to
create the first edition of Fundamentals of Financial Management: The Concise
Edition for those who like Fundamentals but think a smaller, more concise text-
book would better serve their needs.

The response to Concise has been overwhelmingly positive. As teachers and au-
thors, we have always tried to incorporate current innovations in the field of fi-
nance, in education, and in publishing into our books and their related ancillaries.
The third edition of Concise has a new look and new ancillary items that provide
the most complete and integrated teaching package available. Of course, our com-
mitment to quality, accuracy, and student accessibility remains as strong as ever.

RELAMO R MIE 12 FUMRAIANO b8 v s e

When we first created Concise, we debated streamlining the book either by cov-
ering all the topics in less depth or by covering fewer topics but maintaining the
depth and rigor of Fundamentals. We chose to retain the depth and level while




All chapters are written in a
flexible, modular format.
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PREFACE

eliminating some less essential topics. While the omitted topics are interesting
and important, they are not critical for students who do not major in finance,
and finance majors will study them anyway in subsequent courses.

Concise is significantly different than Fundamentals primarily because it is
shorter. Consequently, most of the chapters will be familiar to users of Funda-
mentals. So, while Concise can be viewed as a streamlined edition of Fundamen-
tals, the third edition maintains a thorough discussion of such basic core topics
as the time value of money, the relationship between risk and return, the finan-
cial environment, financial statements, stock and bond valuation, and capital

budgeting.

L

Like Fundamentals, Concise is primarily intended for the introductory finance
course. Unlike Fundamentals, it is possible to cover all of the chapters in Concise
in a single term, and perhaps even to supplement it with a few outside readings
or cases. Concise may also be used in courses in which the material is covered in
two terms, allowing professors the flexibility to assign even more additional
cases, readings, and exercises.

Although the chapters in Concise are sequenced logically, they are written in
a flexible, modular format, which will help instructors cover the material in a
different sequence should they choose to do so.

g TR R

Finance is an exciting, challenging, and ever-changing discipline. Changing
technology and increased globalization are dramatically transforming financial
practices and markets. In this third edition we strive to communicate the ex-
citement and to demonstrate how these changes are affecting finance and other
aspects of business.

Changing technology has affected not only what we teach but also how we
teach. More and more, we find ourselves using computer spreadsheets and the
Internet to supplement our classroom lectures. With this in mind, we developed
a set of integrated spreadsheets and Internet exercises and placed them (as ap-
propriate) throughout the book and ancillaries. These items, which are available
both on a CD-ROM and via the Internet, will make it easier for instructors to
teach and for students to learn the fundamentals of financial management.

In developing and improving Concise, we tried to convey the excitement and
ever-changing nature of finance and to make students realize its importance
and relevance. More often than not, students discover that finance is more in-
teresting and relevant than they had anticipated. Nevertheless, finance remains
a challenging subject for many students, and we kept this in mind as we devel-
oped the text and its supporting materials.

Of course, an introductory finance course should be more than just a series
of topics—students must understand not only the basic concepts but also how
they fit together. With this in mind, Concise begins with a discussion of finan-
cial objectives, where we show how managers and investors use financial state-




Four important advantages of the
third edition’s organization.

ments to determine how well firms are meeting those objectives. We also dis-
cuss how incentive compensation, along with the threat of takeovers, motivates
managers to improve performance and how that benefits both stockholders and
society at large. We also describe early on the financial environment, financial
forecasting, the fundamental trade-off between risk and return, and the time
value of money. Then we build on these basic concepts to explain how stock
and bond prices are determined.

Building on this background, subsequent chapters explain the financial tools
and techniques that are used to help firms maximize value by improving deci-
sions. Included here are capital budgeting techniques, procedures for deter-
mining the capital structure, working capital management, and multinational fi-
nancial management.

Our organization has four important advantages:

1. Explaining early on how accounting data are used, how pro forma finan-
cial statements are projected, how financial markets operate, and how se-
curity prices are determined helps students understand how financial
management affects stock prices. Also, the early coverage of risk analysis,
time value of money, and valuation techniques permits us to use and re-
inforce those concepts throughout the remainder of the book.

2. Structuring the book around markets and valuation enhances continuity
and helps students see how the various topics are related to one another.

3. Most students—even those who do not plan to major in finance—are in-
terested in stock and bond values, rates of return, and the like. Because
one’s ability to learn a topic is a function of his or her interest and moti-
vation, and because Concise covers securities and security markets early,
our organization is pedagogically sound.

4. Once the basic concepts have been established, it is easier for students to
understand how and why corporations make specific investment and fi-
nancing decisions and how they develop and execute their working capi-
tal policies.

PREFACE ix




INNOVATIONS FOR|THE THIRD EDITION

Analyzi Financial Decisions with read s
Spreadsheet programs such as Microsoft Excel are ideally
suited for analyzing many financial issues, and a knowl-
edge of spreadsheets is rapidly becoming essential for
people in business. Therefore, we “modernized” the book
by indicating how spreadsheets are used to deal with the
issues discussed in the text.

In the text chapters, we discuss finance concepts, pro-
vide examples of the concepts, and explain how the
analysis necessary to make optimal financial decisions is
done. Where the analysis involves arithmetic, we assume
that students are using calculators to do the math. How-
ever, if the problem is one that could be solved more
efficiently with a computer, we state this and briefly
describe how the computer would be used. These expla-
nations are short, easy to follow, and can be skipped
without loss of continuity. Thus, students will get an idea
of how they could go from calculators to spreadsheets,
but they can stop at that point. However, if instructors
want to emphasize computers in the course, or if indi-
vidual students want to learn more about spreadsheets
on their own, the text itself and a spreadsheet ancillary
make that relatively easy. We developed a spreadsheet
model for each chapter in the book except Chapter 1.
These models show exactly how the decisions dealt with
in the chapter can be analyzed with an Excel spreadsheet.
Therefore, our models include a good bit of explanation
and serve both as an Excel tutorial and as a template for
analyzing whatever financial issues are covered in the
particular chapter.

The models are contained on a CD-ROM that accom-
panies each textbook, and they are also accessible from
the Harcourt College web site. As noted above, the mod-
els are not necessary for going through the book and
learning the essential financial concepts. However, if a
student wants to learn how these concepts are imple-
mented in the real world, and thus get a leg up in the
job market, the disk and the models will be a big help.
And, of course, if an instructor wants to build spread-
sheet analysis into the course, our models will provide
an excellent platform.

I X l PREFACE

A New Chapter Focusing on Multinational Financial
Management It has become a cliché to argue that
world capital markets have become increasingly inte-
grated and that investors should think globally when
they make important financial decisions. Like most
clichés, this one is true, but even so, many introductory
finance textbooks have not paid sufficient attention to
international issues. With this in mind, three years ago in
the second edition of Concise we added a new series of
boxes called “Global Perspectives,” which look at issues
covered in the chapters from a global viewpoint. In this
third edition of Concise, we have taken the additional
step of adding a new chapter that is dedicated to multi-
national financial management.

onsolidated Coverage of Working Capital Manage-
ment Given the addition of a new chapter on interna-
tional finance, we looked for places to streamline the text
in order to keep Concise succinct. Based on our own
classroom experiences and the feedback that we have re-
ceived from other professors, we decided to consolidate
the two chapters, “Managing Current Assets” and “Fi-
nancing Current Assets,” into a single new chapter enti-
tled “Working Capital Management.” At first we were con-
cerned that we might be giving insufficient attention to
this important topic. However, after reworking these
chapters, we are convinced that the new consolidated
chapter presents all of the key ideas of working capital
management in a clear and straightforward manner.

Increased Emphasis on Cash Flow and Economic Value
The third edition includes an expanded discussion on

moving beyond accounting statements to cash flows and
economic value. These concepts are integrated through-
out the book.

Relocation of Chapter on Financial Forecasting The
chapter on financial forecasting (formerly Chapter 14)
has been moved up to Chapter 4 so that it now follows
financial statement analysis. Introducing forecasting ear-
lier enables us to show more clearly how one uses his-




torical data to help develop plans for future improve-
ments and also how forecasted cash flows affect stock
and bond valuation and capital budgeting decisions.

Revised Discussion of the Term Structure of Interest
Rates We simplified and modernized the term structure
discussion in Chapter 5. We eliminated much of the ar-
cane term structure theory and instead make a smooth
transition from our earlier discussion of interest rate lev-
els to a discussion of the factors that mﬂuence the shape
‘and level of the yield curve.

Free Cash Flow Approach to Stock Valuation We dis-
cuss the standard dividend growth model for stock valu-
ation, but because that model is inadequate for many
purposes, we added a section on the free cash flow ap-
proach to corporate valuation. This approach is particu-
larly useful when dealing with newly formed companies,
with divisions of large corporations, and with firms that
are being evaluated as part of a merger analysis.

Reorganized Capital Budgeting Coverage More atten-
tion is devoted to estimating project risk. To help stu-
dents better understand how risk affects the capital bud-

geting decision, we now include sensitivity and scenario
analysis as part of the chapter on estimating cash flows.

hanges to Capital Structure Chapter The third edition
more clearly describes how changes in capital structure af-
fect the costs of debt and equity. The Hamada equation is
introduced into the analysis to provide students with a
more direct way to estimate optimal capital structure.

As always, we updated and clarified both the text and the
end-of-chapter problems, and we made numerous im-
provements in the pedagogy. In particular, the book's
new four-color design leads to a more exciting presenta-
tion. In addition, we updated the real-world examples
and pointed out recent developments in the financial en-
vironment. We also removed some of the more technical
appendixes from the text and have instead included them
as part of our newly designed web site. Finally, we ex-
panded the coverage of certain topics whose importance
has increased, and we deleted redundant and less impor-
tant material to streamline the discussion and improve
the flow. Some of the more important changes are noted
in the following table:

PREFACE I xi l




A

ParRT I

Chapter 1
Chapter 2
Chapter 3
Chapter 4

Chapter 5

Part II

Chapter 6

INTRODUCTION TO
FINANCIAL MANAGEMENT

An Overview of Financial Management

Financial Statements, Cash Flow, and Taxes

Analysis of Financial Statements
Financial Planning and Forecasting

The Financial Environment: Markets,

—

~___,——~”"—'_—_——,'

Institutions, and Interest Rates \
5]

FUNDAMENTAL CONCEPTS IN

FINANCIAL MANAGEMENT

L

Risk and Rates of Return

Chapter 7 Time Value of Money ey

ParT II

Chapter 8

Chapter 9

PARrRT IV

I FINANCIAL ASSETS

Bonds and Their Valuation

Stocks and Their Valuation

Y

CAPITAL BUDGETING

Y

INVESTING IN LONG-TERM ASSETS:

=
Chapter 10 The Cost of Capital NI

Chapter 11 The Basics of Capital Budgeting —

Chapter 12 Cash Flow Estimation and Risk Analysis

xii

PREFACE

A new “Technology Matters” box discusses how
electronic commerce is changing the way firms
operate.

Added a discussion of EBITDA and a section on
“Modifying Accounting Data for Managerial Deci-
sions.” Updated federal tax section.

Added EBITDA coverage and price/cash flow ra-
tios to reflect analysts’ increased focus on these
items.

Financial forecasting has been moved up from
Chapter 14 to follow the financial statement
analysis chapter. New section on strategic plans
discusses mission statements, corporate scope,
corporate objectives, and corporate strategies.
New sections on operating plans and financial
plans.

Updated to reflect important changes in the fi-
nancial environment. Simplified and modernized
the term structure discussion. New “Industry Prac-
tice” box describes the various stock market in-
dexes.

Added discussion on calculating investment re-
turns and the implications of a changing stock
market risk premium.

Added spreadsheets as a solution method for TVM
problems. The spreadsheet discussions occur
throughout the chapter and where relevant in
other parts of the text. New “Technology Matters”
box on how to use the Internet for financial plan-
ning.

Added spreadsheet solution method to solve bond
problems.

Added discussion of alternative approaches for
valuing common stocks, including a new valuation
method based on free cash flows.

Simplified the breakpoint discussion. A new “In-
dustry Practice” box discusses special types of
preferred stock, and a new “Technology Matters”
box discusses cost of capital estimation for Inter-
net companies.

B We now illustrate how spreadsheets are used in
capital budgeting.

Sensitivity analysis and scenario analysis are now
included as part of the chapter on estimating cash
flows. This new approach allows students to see
how risk affects capital budgeting decisions. We
built inflation directly into cash flows and reduced
discussion of replacement projects.




PART V

Chapter 13

Chapter 14

ParT VI

Chapter 15

Chapter 16

CAPITAL STRUCTURE AND
DivibpenDp PoLIcYy

[
Capital Structure and Leverage /

Distributions to Shareholders: Dividends and — > ™
Share Repurchases

WORKING CAPITAL MANAGEMENT
AND MULTINATIONAL FINANCIAL

MANAGEMENT / -
Working Capital Management

®
Multinational Financial Management il

Hamada equation is introduced to quantify how
changing the capital structure might affect the
firm’s cost of capital.

A new “Industry Practice” box discusses the effect
of stock repurchases on dividend yields.

We consolidated the prior edition’s two working
capital chapters and streamlined the discussion of
working capital management.

We expanded the discussion of the costs and ben-
efits of multinational investment. More emphasis
is given on how the cost of capital varies for do-
mestic and international projects. A “Global Per-
spectives” box gives a detailed discussion of the
EMU and the euro and its impact on Americans.

-
-
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IMPROVED PEDAGOGY

NEW! “Technology Matters” boxes illustrate how
innovations in technology are changing the world

TECHNOLOGY [MATTERS . .
2 of financial management.

see 3 full range of potential outcomes, is much better than
<ome of the more basic online calculators that give you simple
answers to questions.

NEW! We developed a spreadsheet model for each chapter . 4. Spreadsheet Solution
in the book except Chapter 1. These models show exactly

how the problems dealt with in the chapter can be solved
with an Excel spreadsheet. In addition, spreadsheet prob-
lems that require students to use the spreadsheet model can
be found with the end-of-chapter pedagogy. Electronic ver-
sions of the models are available on the text’s companion
web site and are included on the student CD-ROM that is
packaged with every copy of the text.

Interest rate

Time 0| 1

Cash flow | 0

Present value 100

NEW! Cyberproblems — these end-of-chapter exercises plug stu-
dents into the Internet, allowing them to hone their web research
skills to solve financial problems. Additional cyberproblems are
found on the companion web site for Concise at http://www.
harcourtcollege.com/finance/concise3e. The cyberproblems were
developed by Steven Bouchard and Christopher Buzzard.

xiv PREFACE




TRIED anbD

TRUE PEDAGOGY

Other pedagogical elements and supporting materials have helped make Concise so suc-
cessful. Included are the following:

Each chapter opens with a vignette de-
scribing how an actual corporation has
contended with the issues discussed in
the chapter. These vignettes heighten stu-
dents’ interest by pointing out the real-
world relevance and applicability of what
might otherwise seem to be dry, technical
material.

Financial Planning
and Forecasting

THE POWER OF COMPOUMND INTEREST

oozt After  save $10,168 per year to reach your 51 milion goal, assuming
W reading the introduction to this chapter, you decide to start you eam 10 percent, and $13,679 per year if you eam only §

fnvesting in the stock market for your retirement. Your goal fs to  percent. If you wait until age 50 and then eam 8 percent, your

Throughout the book there
are “Industry Practice,”
“Global Perspectives,” and
“Small Business” boxes
that provide real-world il-
lustrations of how financial
concepts are applied in practice.

e thre sty costestimaiotachviues discussed i s How i b 7 Loking ot the stimates esnted arer
Chapter (OCF, Bond-Yield-plus-Risk-Prembum, and CAPN)  the Industry Practice box entitied “How Much Dos It Cost to
Have serious Umitations when applied to small firms. Comsider  Raite Extemal Capltall” we see that vmal debt i«
st the comstant growth &, = DJF, +

il apdy grving
(BTG). which wil ot in the freseenble fute oy Gvidenc.  mov than 3200 mlion o Caplal ok have 3 fotation cont

Plcable. In fac. 8 s fcull To bmagine any dhiderd model  comstant 15 percent diidend yield (that i, D7, = 198, the
hat would be of pactical beneit for such » fim because of the  cont of equity would be 15%/(1 — 0.04). o 15.6 parcent. How-
Sficutty o extmating Grvidends and growth iars v 3 siwlar but pmaler fim which aises ess than $10 mil-
second method, which calls for adding a isk premiom of  lon would have 3 flotation cost of abeut 13 percent. which

s cont o debt. some  would resalt i tion-adjusted cost of equity capita of

small frms, but problems arise f the A does not have & pub-  15%/(1 ~ 0.13) = 17.2 percent, or 1.6 percentage points
iy traded band outstanding. BTG, for example, has o pubiic  higher. This differential would be even Large i an 19O were fn-
et trouble using the bond:  velved. Therefore, it is clear that 4 smal A would have to

yield-pla-rsk-premium approach for BTC. eam conidenbly more on the same poject than 4 large frm
The third approach. the CAPH, i often not wsable, becaase  Smal s are theefone at 2 substantial Sadvantage because
¥ the fiem's stoch is not publicly them o camact calcw o Rotation cont effects
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re obined chases of raw materials, and those larger purchases will spontaneausly lead to a 1 1 1
Tivmrotne e ot e oy e SO o e Throughout the book, key terms are highlighted in the text and de-
Wctonk w© sales is $60/$3,000 = 0.02 = 2%. Allied’s managers assume thar their o A - a @

gmempoliegwil st o b s scomne e o 2002 1 fined in the margins. These marginal glossaries enable students to

More sales will require more labor, and higher sales should also result in . . . . .
higher tasable income and thus tases. Therefore, acerued wages and taxes will qui ck[y find and review the key topics covered in the cha pter.
both increase. For Allied, the 2001 ratio of accruals to sales is $140/83,000 =
0.0467 = 4.67%. If this ratio does not change, then the forecasted level of ac-
cruals for 2002 will be 0.0467($3,300) = $154 million.

Retained earnings will also increase, but not at the same rate as sales: The
new balance for retained earnings will be the old level plus the addition to re-
tained carnings, which we calculated in Step 1. Also, notes payable, long-term
bonds, preferred stock, and comman stock will ot rise spontancuusly
sales — rather, the projected levels of these accounts will depend on financing
decisions, as we discuss later.

In summary, (1) higher sales must be supported by additional assets, (2) some.
of the asset increases can be financed by spontancous increases in accounts
payable and accruals, and by retained earnings, but (3) any shortfall must be fi-
nanced from external sources, using some combination of debt, preferred stock,
and common stock.

The spontancously increasing liabilities (accounts payable and accruals) are
forecasted and shown in Column 3 of Table 4-4, the first-pass forecast. Then,
those liability and equity accounts whose values reflect conscious management
decisions — notes payable, long-term bonds, preferred stock, and common
stock —are initially set at their 2001 levels. Thus, 2002 notes payable are ini-
tially set at $110 million, the long-term bond account is forecasted at §754 mil-
lion, and so on. The 2002 value for the retained earnings (RE) account is ob-
tained by adding the projected addition to retained earnings as developed in the
2002 income statement (see Table 4-3) to the 2001 ending balane

2002 RE = 2001 RE + 2002 forecasted addition to RE
= §766 + $68 = $834 million.

The forccast of total assets as shown in Column 3 (firse-pass forecast) of
“Table 4-4 is $2,200 million, which indicates that Allied must add $200 million
of new assets in 2002 to support the higher sales level, However, the forecasted
liability and equity accounts as shown in the lower portion of Column 3 rise by
only $88 million, to 52,088 million. Since the balance sheet must balance, Al-
lied must raise an additional $2,200 — $2,088 = §112 million, which we define

Funds Needed as Additional Funds Needed (AFN). The AFN will be raised by some com-
_ bination of horrowing from the bank as notes payable, issuing long-term honds,
firm must raise and selling new common stock.

wough borrowing or
w comman or

k. Step 3. RAISING THE ApoiTioNaL Funos NEEDED
Allieds financial staff will raise the needed funds based on several factors, in-

cluding the firm’s targer capital structure, the effect of shart-term borrowing on
the current ratio, conditions in the debt and equity markets, and restrictions

FINANCIAL STATEMENT FORECASTING: THE PERCENT OF SALES METHOD 149

se lf-Test Q uesﬁ ons, w h 'i C h serve The detailed spreadsheet model is not provided in the text, but its key out-

puts were shown in the “Model Outputs” section back in Table 4-5. We sec that

. before the operating changes Allied forccasted a slight increase in NOPAT (net

as c h ec k po] nts fo r Stude nts to test aperating profit after taxes), but it projected a very large increase in net oper-
ating working capital and in toral operating capital, The net result is a very low

level of free cash flow, anly $7.3 million. Although we do nor show projections

t h e.i r un dersta n di n g . fO |.|.0W eac h of the full financial statements for all cight years of the explicit forecast hori-

2o, here are the initially projected free cash flows (FCFs):

major section of the chapters. T

FCF 73 Be B9 9N M6 67 96 17

As we will see in Chapter 9, investors and financial managers use such fore-
casts 0 estimate the firm¥ stock price. Thus, this model helps managers mea-
sure the expected changes in the determinants of value under different strate-
gic and operating alternatives.

‘What is the AFN, and how is the percent of sales method used to estimate it?
Why do accounts payable and accruals provide “spontaneous funds” to a
growing firm?

Would payables and accruals provide spontaneous funds to a no-growth firm?
One that is declining?

Why do retained earnings not grow at the same rate as sales? In answering
this question, think about a firm whose sales are not growi = 0%), but
that is profitable and does not pay out all of its earnings as dividends.

}Wﬂm

Most firms p by income
statements and halance sheets as described above, However, if the ratios arc cx-
pected to remain constant, then the following formula can be used to forecast fi-
nancial requirements. Here we apply the formula to Allied based on the 2001
data, not the revised data, as the revised data do not assume constant ratios.
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Are you interested in
learning more about the

Web addresses are included in each chapter to give
students access to additional information about the history of accounting? If
so, take a tour through the

companies and government agencies discussed in the “Virtual History of

text Accounting” organized by the
¥ Association of Chartered Accountants in
the United States and located at
http://www.acaus.org/history/
index.html.
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SIARIER PROBLEN

The end-of-chapter materials contain a
large number of Questions, Self-Test Prob-
lems, Starter Problems, Exam-Type Prob-
lems, Problems, and Spreadsheet Prob-

wilion. The 13,
v 140 What b she el ofcurent tabitles? What f she o

7,400, Whet
....u with
ey, What i the cempuy’s &bt

e marpe, and e
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EAAM-TYPE PROBLENS

T probiems sncded im s ectwm are et wp i s 4 ey that they coald be wed
enliiple-cboat o

ConPIIN ) o AwAursis o praanciad staraiats

lems. The problems vary in level of
difficulty yet cover all the topics dis-
cussed in the chapter.

% INTEGRATED

D'LEON INC., PART I

2-26 SECTION I: Financial Statements Donna Jamison, a
1996 graduate of the University of Florida with four years of
banking experience, was recently brought in as assistant to
the chairman of the board of D’Leon Inc., a small food pro-
ducer that operates in north Florida and whose specialty is
high-quality pecan and other nut products sold in the snack-
foods market. D’Leon’s president, Al Watkins, decided in
2000 to undertake a major expansion and to “go national” in
competition with Frito-Lay, Eagle, and other major snack-
food companies. Watkins felt that D’Leon’s products were of
a higher quality than the competition’s, that this quality dif-
ferential would enable it to charge a premium price, and that
the end result would be greatly increased sales, profits, and
stock price.

Campo, a retired banker who was D’Leon’s ch:
largest stockholder. Campo agreed to give up a
golfing days and to help nurse the company bacl
with Jamison’s help.

Jamison began by gathering the financial statc
other data given in Tables IC2-1, IC2-2, IC2-3,
Assume that you are Jamison’s assistant, and you
her answer the following questions for Campo.
will continue with this case in Chapter 3, and y«
more comfortable with the analysis there, but
these questions will help prepare you for Chapter
clear explanations, not just yes or no answers!)

a. What effect did the expansion have on sales,
ing profit after taxes (NOPAT), net operatir
capital NOWC), total investor-supplied ope
ital, and net income?

An Integrated Case, which is generally related to the vignette, appears at the end
of each chapter. These “mini-cases” both illustrate and tie together the key top-
ics covered in the chapter, hence, provide an ideal platform for lectures that sys-
tematically cover the key materials in the chapter.
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PREFACE

THE INSTRUCTIONAL PACKAGE:

Concise now offers an even more innovative, technologically advanced ancillary
package to enhance students’ learning and to make it easier for instructors to pre-
pare for and conduct classes. The integrated package includes many outstanding
resources, all of which have been revised and updated for the new third edition.

EsSENTIAL COURSE MANAGEMENT TooLS
FOR THE INSTRUCTOR

m NEW! Instructor’s Resource CD-ROM — This innovative instructor’s
resource system includes electronic versions of the Imstructor’s Manual,
Word TTest Bank, spreadsheet models, solutions to spreadsheet problems,
and PowerPoint presentations. It is laid out so as to maximize accessibility
and minimize search time.

m NEW! Concise Online Course — Delivered via the WebCT platform,
this integrated web-based learning environment combines the textbook
and ancillary package with the vast resources of the Internet and the con-
venience of anytime learning. Extremely user friendly, the powerful cus-
tomization features of the WebCT framework enable instructors to cus-
tomize this online course to their own unique teaching styles and their
students’ individual needs. Course features include content keyed to the
third edition, self-tests and online exams, Internet activities and links to
related resources, a suggested course syllabus, student and instructor ma-
terials, free technical support for instructors, and much more.

m Instructor’s Manual — This comprehensive manual contains answers to
all text questions and problems, plus detailed solutions to the integrated
cases. A computerized version in Microsoft Word is also available on the
Instructor’s Resource CD-ROM and on the Instructor’s Web Site. This
digital version of the Instructor’s Manual is available for posting on an
instructor’s password-protected web site.

m PowerPoint Lecture Presentation — Prepared in Microsoft PowerPoint,
this computer graphics slide show covers all the essential issues presented
in each chapter. Graphs, tables, lists, and calculations are developed se-
quentially, much as one might develop them on a blackboard. The new
and improved slides are even more crisp, colorful, and professor friendly.
The slides, if used with the student’s Blueprints supplement, facilitate stu-
dent note taking. Instructors can, of course, modify or delete our slides,
or add some of their own. The slides can be found on the Student CD-
ROM, the Instructor’s Resource CD-ROM, and the companion web site.

m Test Bank — This large Test Bank contains more than 1,200 class-tested
questions and problems and is available both in printed and electronic
form. Information regarding the topics, degree of difficulty, and the cor-
rect answers, along with complete solutions for all numerical problems, is
provided with each question.

u Computerized Test Bank — This software has many features that make
test preparation, scoring, and grade recording easy. Also, the Computer-




