Module:  Advanced Capital Budgeting
	
Topics

This module includes the following nine topics:

Topic 1:  Capital Budgeting Process
Topic 2:  Applying NPV Analysis
Topic 3:  Incorporating Inflation
Topic 4:  Capital Rationing
Topic 5:  Comparing Projects of Varying Lives
Topic 6:  Changes in Net Working Capital
Topic 7:  Taxation Effects of Terminal Cash Flows
Topic 8:  Managing Risk
Topic 9:  Complex Capital Budgeting with Spreadsheets

Topic 1:  Capital Budgeting Process

This module reviews the capital budgeting process and the different methods used to evaluate a project.

Readings

Introduction, Section 1.1

Learning Problems 
	
Project Evaluation Methods at Topley
Project Evaluation Methods at Cott Beverages

Answer Keys
	
Project Evaluation Methods at Topley
Project Evaluation Methods at Cott Beverages

Topic 2:  Applying NPV Analysis

This module examines the NPV method including the relevant cash flows and the effects of taxation.

Readings

Section 1.2

Learning Problems 
	
Standalone Decision at Rogers 
Replacement Decision at Ruby
Replacement Decision at Zebra

Answer Keys

Standalone Decision at Rogers 
Replacement Decision at Ruby
Replacement Decision at Zebra

Topic 3: Incorporating Inflation

This module examines how to incorporate inflation into NPV analysis.

Readings

Section 1.3

Learning Problems 
	
Standalone Decision with Inflation at Weatherly 
Standalone Decision with Inflation at Quaker

Answer Keys

Standalone Decision with Inflation at Weatherly  
Standalone Decision with Inflation at Quaker

Topic 4: Capital Rationing

This module examines how companies can ration their limited capital budgets among competing projects to maximize NPV.

Readings

Section 1.4

Learning Problems 
	
Capital Rationing at Bosie
	
Answer Keys

Capital Rationing at Bosie
	
Topic 5: Comparing Projects of Varying Lives

This module demonstrates how to evaluate capital projects with different economic lives.

Readings

Section 1.5

Learning Problems
	
Projects of Varying Lives at Wilson
Projects of Varying Lives at Jensen

Answer Keys

Projects of Varying Lives at Wilson
Projects of Varying Lives at Jensen

Topic 6: Changes in Net Working Capital

This module determines the effect of changing NWC requirements on a project’s NPV.  

Readings

Section 1.6

Learning Problems 
	
Changes in Net Working Capital at Amsterdam

Answer Keys
	
Changes in Net Working Capital at Amsterdam

Topic 7: Tax Effects of Terminal Cash Flows

This module further investigates the effects of taxation on a project’s NPV.

Readings

Section 1.7

Learning Problems 
	
Taxation Effects of Terminal Cash Flows 

Answer Keys
	
Taxation Effects of Terminal Cash Flows 

Topic 8: Managing Risk

This module studies the different techniques that are used to manage risk in NPV analysis.

Readings

Section 1.8

Learning Problems 
	
Managing Risk by Adjusting the Discount Rate at Rexall
Managing Risk by Adjusting the Discount Rate at Dodson
Managing Risk through Management Options at Hansen
Managing Risk through Management Options at Acme

Answer Keys

Managing Risk by Adjusting the Discount Rate at Rexall
Managing Risk by Adjusting the Discount Rate at Dodson
Managing Risk through Management Options at Hansen
Managing Risk through Management Options at Acme 

Topic 9:  Complex Capital Budgeting with Spreadsheets

This module examines how spreadsheets can be used effectively to analyze complex capital budgeting projects.

Readings

Sections 1.9 and 1.10 

Learning Problems 
	
Complex Capital Budgeting with Spreadsheets at Magnum 

Answer Keys
	
Complex Capital Budgeting with Spreadsheets at Magnum

Module Summary

In this module, you learned how to evaluate complex capital budgeting projects including advanced issues such as inflation, taxation, project risk, and the use of a spreadsheet.
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