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Trends in Pre-K—12 Education

THE MCGRAW-HILL COMPANIES

THE CHANGING EDUCATION MARKETPLACE

No Child Left Behind (NCLB) introduced sweeping changes that have affected every public school in the United States. NCLB’s goal is
to close the student achievement gap and get every child to grade level by the 2013-14 school year. To meet this requirement, educators
are putting more focus on reading and math and turning to intervention products to help underperforming students. Educators are also
increasingly employing technology to enhance learning and increase student achievement.

EDUCATION FUNDING AND EXPENDITURES PER PUPIL

Of the approximately $440 billion in federal, state, and local funding for public education in the 2002-03 school year, 92 percent was
provided by state and local governments. More than two-thirds of the $216 billion funded by the states came from sales and income tax.
At the local level, property taxes accounted for 65%, or $122 billion, of the $188 billion local funding amount. States spent an average of
$8,044 for every student in 2002-03. This represents a 4 percent increase from the previous school year. Expenditures per student are

projected to increase to $10,000 by 2014.

The Public Education Dollar: Revenues by Source
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Current and Projected Expenditures per Pupil in K-12
(in thousands, in constant 2002-2003 dollars)

 Projected’

Dollars7.2 7.4 7.7 7.9:80 82 84 86 89 90 92 93 95 96 98 100
Year 99 00 01 02-03 04 05 06 07 08 09 10 11 12 13 14

Source: U.S. Department of Education, National Center for Education
Statistics, “Projections of Educati istics to 2014”

' Middle range of projections cited

National Average Spending per Child Enrolled in Pre-K Programs
(2005 dollars)
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* Pre-K may receive additional funds from federal or local sources that are not included in this figure

PRE-K EDUCATION: IMPROVING SCHOOL READINESS

A study conducted by the National Institute for Early Education
Research provides strong evidence that quality pre-school programs
produce broad gains in children’s learning and development at
kindergarten entry — progress that can be expected to yield greater
school success and later improvements in reading and math. The 2004
study measured the academic effects of five high-quality state-funded
pre-K programs. The children who attended the pre-school programs
made significant gains in nearly all measures of learning regardless of
ethnic background or economic circumstances. Participants included
5,278 children in 1,320 pre-school and kindergarten classrooms in
Michigan, New Jersey, Oklahoma, South Carolina, and West Virginia.

Gains were made in key areas:

e Vocabulary: Children’s average vocabulary scores increased
8 percent.

e Early Math Skills: Children’s average math scores increased 13
percent. Skills tested included basic number concepts, simple
addition and subtraction, telling time, and counting money.

e Print Awareness: Children’s average print awareness scores increased
39 percent. Children who attended a state-funded pre-school program
before entering kindergarten knew more letters, more letter-sound
associations, and were more familiar with words and book concepts.

Source: National Institute for Early Education Research, “The Effects of State Pre-Kindergarten Programs on Young Children’s School Readiness in Five States,” December 2005
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PRE-K—12: GROWING ENROLLMENTS

School enrollments are on the rise. According to the latest
projections by the National Center for Education Statistics,
56.7 million students will be enrolled in grades K-12 by 2014.
Enrollment in pre-K reached approximately 950,000 children
in the 2003-2004 school year. The trend toward full-day
kindergarten is also growing and demonstrates the increased
recognition that early childhood education improves school
readiness and improves the development of verbal and math
skills — both keys to future academic success.

Public School Pre-Kindergarten Enroliment, 1996-2004

(number of students in thousands)

Enroll 670.4 695.1 728.7 751.2 776.1 865.1 914.9 949.6
Year 96-97 97-98 98-99 99-00 00-01 01-02 02-03 03-04

Source: U.S. Department of E i i Center for Education Statistics, Common Core of Data

Enroliment in Elementary and Secondary Institutions
(% change; enrollment in millions)
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Source: U.S. Department of Education, National Center for Ec i istics, “Projections of
Education Statistics to 2014”

Kindergarten Enrollment Trends
(number of students in millions)

Total 3.2 31 3.3 39 38 4.0 38 38 37
Full-day 0.9 1.0 1.1 1.6 15 1.8 2.0 22 2.2
Year 77 80 83 86 89 92 95 98 01
Source: National Center for E ion Statistics, “The Condition of Education 2004”

ACCESS TO TECHNOLOGY IS IMPROVING IN K-12 EDUCATION

Technology is playing an increasingly important role in education.

The use of computers in schools is substantially changing the way
students learn and how they are taught. From 1994 to 2003, the

percentage of public schools with access to the Internet increased
from 35 to 100 percent, and the proportion of instructional rooms

Internet Access in U.S. Public Schools and Classrooms
(percent)
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Source: U.S. Department of E T i Center for Education Statistics, Fast Resp Survey
System, Internet Access in U.S. Public Schools and Classrooms: 1994-2003; and unpublished
data

with Internet access increased from 51 percent to 93 percent. The
number of students per computer has also improved over the last
ten years. In 2003, the ratio of students to instructional computers
with Internet access in public schools was 4.4 to 1, a decrease from
the 12.1 to 1 ratio in 1998, when it was first measured.

Ratio of Public School Students to Instructional Computers with
Internet Access

(ratio)
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Source: U.S. Department of E ion, Natit Center for Education Statistics, Fast Resp Survey
System, Internet Access in U.S. Public Schools and Classrooms: 1994-2003; and unpublished
data
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Trends in Education

READING AND MATH: TEACHING THE COMPLETE SPECTRUM

With annual testing in reading and math now mandatory under the No Child Left Behind Act, student performance is getting increased
scrutiny. In this environment, McGraw-Hill Education’s goal is to provide educators with the solutions they need to help improve student
achievement. With investments in new and revised programs like Treasures, Jamestown Reading Navigator, and Real Math, McGraw-Hill
Education is strengthening the broadest and most complete lineup in the marketplace.

READING (Programs in orange are new or major revisions for 2006-2008)

Literacy-Based Balanced Basal Skills-Based
Breakthrough Wright Group Macmillan Glencoe Glencoe H.S. Jamestown Open Court | Jamestown Direct
to Literacy Core Literacy Reading Treasures | Middle School Literature  Signature Reading Reading Instruction
Reading Reading Navigator
Macmillan Treasure Chest for ELL (Unteiventien)
Macmillan Leveled Readers Program Kaleidoscope
Macmillan Reading Triumphs (Intervention) (Intervention)
Literacy-Based Balanced Basal Skills-Based
These programs work well in districts where students The traditional basal program is effective with These programs have proven to be especially
begin formal schooling with basic skills acquired at most students. effective with students who come from
home or in academic pre-schools. Reading programs disadvantaged backgrounds, have limited
in this category develop language learning through proficiency in English, or have special needs.
literature. Lesson plans are highly structured.

MATH (Programs in orange are new or major revisions for 2006-2008)

Skills-Based

Math Matters

Reform-Based Balanced Basal

Growing with Connecting

Math Pre-K-5 9-11  SRA Real Math
Everyday Math 6-8 Macmillan Math  Glencoe Math  Math Intervention Math Concepts
K-6 Pre-K—6 6-12 1-12 K-6 K-8
MathScape 6-8 SRA Number Worlds
Core Plus 9-12 Pre-K-6
UCSMP Math (Intervention)
6-12
Reform-Based Balanced Basal Skills-Based
These math programs emphasize investigative problem-  Effective with most students, these programs These products have been designed for
solving activities and work well in school districts where  are well suited for school districts that need school districts where skill development
teachers have strong math backgrounds and effective flexible lesson plans to accommodate a is the most important aspect of the math
staff development is in place. Most of these programs variety of teaching styles and meet each program. Lesson plans are highly structured
receive National Science Foundation funding. student’s individual needs. and often involve direct instruction.

THE NATION’S REPORT CARD™

According to the National Association of Education Progress, two-thirds of America’s eighth and twelfth grade students are not proficient
in math or reading. The NAEP results are reported at achievement levels — performance standards showing what students should know
and be able to do. In reading, the bulk of older struggling students can read the words but do not comprehend their meaning. In math,
these students often lack a basic understanding of how to solve real-world problems. The achievement levels from lowest to highest are
Basic (partial mastery of knowledge and skills fundamental for proficient work at a given grade), Proficient (solid academic performance;
demonstrated competency over challenging subject matter), and Advanced (superior performance).

Reading Achievement of 8th and 12th Graders Math Achievement of 8th and 12th Graders

M Basic M Basic

Grade 8th 12th 8th 12th Grade 8th 12th 8th 12th
Year 1998 2002 Year 1996 2000
Source: U.S. Department of Education, Institute of Education Sciences, National Center for Source: U.S. Department of Education, Institute of Educatit i , National Center for
Education Statistics Education Statistics

Note: Detail may not sum due to rounding Note: Detail may not sum due to rounding
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No Child Left Behind Act of 2001 (NCLB)

EDUCATION REFORM: NEW OPPORTUNITIES FOR THE MCGRAW-HILL COMPANIES

Four years after the enactment of the No Child Left Behind Act, increasingly focus on making the substantial annual improvement
states are putting in place rigorous new accountability systems and  in student achievement needed to reach the 100% proficiency
will implement reading and math assessments covering all students ~ goal by 2014. The Act’s stronger accountability requirements will
in grades 3-8 by the end of the 2005-06 school year. With many of result in additional assessment, testing, reporting, early childhood
the key elements of the law in place, states and school districts will ~ education, and intervention opportunities.

FEDERAL FUNDING FOR MAJOR NCLB PROGRAMS

Federal grants will be made to state education agencies each year for a six-year period, subject to annual appropriations and reports of
satisfactory progress. No Child Left Behind comes up for reauthorization in 2007.

Appropriated Federal Funds
Year 1 Funding Year 2 Funding Year 3 Funding Year 4 Funding Year 5 Funding Year 6 Funding

Major Programs from Fed FY 2002  from Fed FY 2003  from Fed FY 2004  from Fed FY 2005  from Fed FY 2006  from Fed FY 2007' Comments
Testing (State $387.0 million $384.5 million ~ $390.0 million ~ $411.7 million ~ $407.6 million ~ $407.6 million  Annual testing in reading and
Assessments) math for grades 3—8 and once

in high school; Annual testing in
science at three grade levels

Reading First $900.0 million $993.5 million ~ $1.024 billion $1.042 billion $1.029 billion $1.029 billion Reading programs to ensure
every child can read at or above
grade-level by end of third grade

Early Reading First ~ $75.0 million $74.5 million $94.4 million $104.2 million $103.1 million ~ $103.1 million Supports school readiness of
pre-school-aged children,
particularly from low-income
families

$24.8 million $29.7 million $100.0 million Research-based instruction for
teenagers reading below grade

Striving Readers

level
Mathematics and $12.5 million $100.3 million ~ $149.1 million ~ $178.6 million ~ $182.2 milion ~ $182.2 million  Promotes strong teaching skills
Science Partnerships for elementary and secondary

math and science teachers
Improving Teacher $2.85 hillion $2.93 billion $2.93 billion $2.92 billion $2.89 billion $2.89 billion Funding to help states meet

Quality highly-qualified teacher
requirement

State Grants for $385.0 million $382.5 million ~ $296.5 million ~ $198.4 million  $99.0 million $99.0 million Administrative programs,

Innovative Programs including independent analysis

to measure and report school
district performance

1 Year 6 funding levels were proposed by President Bush in February 2006 as part of the 2007 Federal budget, which requires approval by Congress. Source: U.S. Department of Education
New grants will be awarded to states between July and October 2006

FOLLOWING THE FUNDING FOR READING FIRST

Allocation of Federal Funds at State- and District-Levels* Performance Review

State Level e Department of Education

2.5% for local education requires annual reports.
agencies
77.5% for district

20% retained for training and administration

Materials: 20-30% .
e Three years after Reading

First funding awarded, State
Professional Education Agency must submit
Training: 50% midpoint progress report to
U.S. Dept. of Education.

Assessment: 20%

* Estimated

Reading First Grants to States: Receipt of Funding and Spending Deadlines

Spending Deadline—
ear 1: $900 million
—

I — — — Spending Deadline —~
Year 2: $993.5 million i )
I S S — Spending Deadline —~
Year 3: $1.024 billion Soendi )
S I I — pending Deadline —~
Year 4: $1.042 billion Somd) )
I E— — — pending Deadline —-
Year 5: $1.029 billion I )
I I Spending Deadline —

I I
Year 6: $1.029 billion

J 0 J A J 0 J A J 0 J A J 0 J A J 0 J A J 0 J A J 0 J A J 0
2002 2003 2004 2005 2006 2007 2008 2009

Note: The fiscal year for 46 states in the United States is July to June
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Pre-K-12 Education: Market, Adoption States, Open Territories, and Supplemental Sales

PRE-K-12 SALES

In 2005, sales of textbooks and educational materials for the pre-K-12 school market increased by 10.5% to $6.6 billion, according to the
Association of American Publishers (AAP).

Estimated Total Pre-K-12 Industry Sales

(sales in millions)

Total Net Elementary/High School Sales

Basal, Supplemental, and Online Materials

(dollars in millions)

4-year CAGR: 4.3%

Non-specified

Dollars
Year

Note: Data has been restated to reflect the 2002 U.S. Economic Census

Source: AAP

sales of d tic and non

ic products

Year

Total $3,

$3,825 $3,895 $3,908
02 03 04

Source: AAP, as reported by 10 publishers. Includes sales of U.S. products only. Includes sales to

foreign subsidiaries and third parties

ELEMENTARY MARKET (PRE-K-6)

Pre-K-6 Sales by State (in thousands)

ELEMENTARY MARKET (6-8)

6-8 Sales by State (in thousands)

SECONDARY MARKET (9-12)

9-12 Sales by State (in thousands)

2004 2003 2004 2003 2004 2003

1 California $ 227,333 $§ 299,764 1 California $ 36379 $ 60674 1 California $ 120,358 $ 103,440
2 New York 116,806 92,099 2 Florida 27,136 34,563 2 Florida 94,581 82,352
3 Florida 107,839 85,549 3 New York 19,476 22,226 3 New York 61,208 63,180

Top 3 for 2004 $ 451,978 $ 477,412 Top 3 for 2004 $ 82991 $ 117,463 Top 3 for 2004 $ 276,147 $ 248,972
4 Texas 104,826 170,810 4 Pennsylvania 18,353 17,592 4 Texas 52,127 130,225
5 lllinois 77,720 86,050 5 New Jersey 14,535 12,838 5 lllinois 45,212 44,085
6 New Jersey 76,708 69,752 6 Ohio 13,703 13,641 6 Pennsylvania 44,804 34,976
7 Pennsylvania 74178 78,492 7 Maryland 13,520 6,516 7 Georgia 38,961 19,941
8 Ohio 60,729 66,036 8 Virginia 12,465 6,759 8 New Jersey 38,376 32,135
9 Virginia 53,654 47,317 9 North Carolina 12,175 13,943 9 Ohio 35,893 40,764
10 North Carolina 50,824 36,834 10 Indiana 10,742 9,956 10 North Carolina 35,527 32,209

Top 10 for 2004 $ 950,617 $1,032,703 Top 10 for 2004 $ 178,484 $ 198,708 Top 10 for 2004 $ 567,048 $ 583,308
11 Michigan 44,552 47,704 11 lllinois 10,161 23,926 11 Virginia 28,260 35,571
12 Georgia 42,931 83,120 12 Michigan 9,202 11,240 12 Indiana 28,033 28,612
13 Maryland 39,186 32,119 13 Georgia 7,852 20,490 13 Tennessee 27,673 25,225
14 Indiana 36,648 37,829 14 Arizona 6,784 6,721 14 Maryland 26,091 19,573
15 Arizona 34,428 35,178 15 Texas 6,725 38,099 15 Michigan 25,410 25,843

Top 15 for 2004 $1,148,362 $1,268,653 Top 15 for 2004 $ 219,209 $ 299,184 Top 15 for 2004 $ 702514 $ 718,133

All Others $ 494,654 $ 408,396 All Others $ 111,784 $ 94,090 All Others $ 330,816 $ 291,716

Total Domestic U.S. $1,643,016 $1,677,049

Total Domestic U.S. $ 330,992 $ 393,275

Total Domestic U.S. $1,033,330 $1,009,849

Source: AAP, as reported by 10 p . Excludes supp
and non grade-specific basal materials. State ranking varies
each year in accordance with adoption cycle

Pre-K-6 Sales by Subject Category (in millions)

Source: AAR, as reported by 10 p s. Excludes
and non grade-specific basal materials. State ranking varies
each year in accordance with adoption cycle

6-8 Sales by Subject Category (in millions)

Source: AAP, as reported by 10 p s. Excludes
and non grade-specific basal materials. State ranking varies
each year in accordance with adoption cycle

9-12 Sales by Subject Category (in millions)

2004 2003 2004 2003 2004 2003
Reading/Literature $ ™M $ 775 Mathematics $ 122 $ 77 Mathematics $ 285 $ 164
Mathematics 525 407 Science 59 70 Science 174 171
Language Arts/English 104 101 Language Arts/English 52 78 Social Studies 159 278
Science 96 111 Social Studies 42 92 Reading/Literature 115 125
Social Studies 89 208 Reading/Literature 34 61 Foreign Language 109 91
Religion 32 31 Foreign Language 16 14 Business Education 53 59
Music 27 31 Health 4 1 Language Arts/English 52 38
All Others 29 13 All Others - - All Others 87 85
Total $ 1,643 $ 1,678 Total $ 331 $ 393 Total $ 1,033 $ 1,010
Source: AAP, as reported by 10 publishers. Excludes tal, Source: AAF, as reported by 10 publishers. Excludes l Source: AAP, as reported by 10 publishers. Excludes l

non grade-specific basal, and non-domestic

non grade-specific basal, and non-domestic

non grade-specific basal, and non-domestic
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ADOPTION STATES, OPEN TERRITORIES, AND SUPPLEMENTAL SALES

Based on data from the AAP, growth in the elementary-high school market in 2004 came from the open territories and supplemental
materials markets, which both increased 8.5%. The adoption market declined 7.5% due to limited opportunities in new state adoptions

in 2004.
Supplemental Materials Market (Pre-K-12) Industry Texthook Sales: Adoption States, Open Territories (Pre-K—12)
(sales in millions) (sales in millions)
W Adop
States
Open
Dollars 2,043 1,935 1,997 1,847
Dollars 618 654 642 696 Dollars 1,823 1,842 1,846 2,003
Year 01 02 03 04 Year 01 02 03 04
Source: AAP, as reported by 10 publishers. Includes non grade-specific materials Source: AAP, as reported by 10 publishers. Includes non grade-specific basal and supplemental

materials. Excludes non-domestic sales of $58 million, $52 million, $47 million, and $60
million for 2004, 2003, 2002, and 2001, respectively

MAPPING THE ADOPTION PROCESS

Nineteen states use the adoption process to buy elementary and the state board issues curriculum guidelines and schedules the
secondary textbooks. A twentieth state, California, adopts purchase of new books in each subject area. In the remaining
textbooks through the eighth grade. In the adoption process, states, known as “open territories,” textbooks are purchased

a state education board selects textbooks to be placed on an independently by local school districts or individual schools. There
approved list. To use state education funds, local school districts are no statewide purchasing schedules or state selected lists of
must choose textbooks from the approved list. In adoption states, textbooks.

Growing Enroliments in Key Adoption States
Changing U.S. K-12 Enrollment by Region, 2002-2014

Enrollments are growing faster in the key adoption states in the west and south as Americans continue to migrate to the Sunbelt.

Midwest:
1.8% decline in
enroliments

West:
12.5% growth
in enrollments

Northeast:
4.8% decline in
enrollments

D Open Territories:
States in which schools
purchase educational
materials independently.

Adoption States:

States in which school
districts must purchase
educational materials that
have been “adopted” at
the state level in order to
qualify for state funding.

California:

Adopts for grades K-8;
grades 9-12 are open
territory.

Utah and Oregon:
Issue state-recommended
lists, but do not tie textbook

Source: U.S. Department of Education, National Center for Educati jstics, “Projections of Education Statistics to 2014” purchases to funding.

South:
5.3% growth
in enroliments




Elementary and Secondary School Adoption Schedules
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EL-Hi ADOPTION OPPORTUNITIES

Beginning in 2007, prospects improve for the rest of the decade as major adoption states plan to buy new materials. These new
opportunities are a key factor in gauging the outlook for the elementary and secondary school markets.

ELEMENTARY SCHOOL ADOPTION SCHEDULE

Bid Year 2005 2006 2007 2008 2009 2010 2011
Purchase Year 2006 2007 2008 2009 2010 2011 2012
Reading Kentucky Indiana (1-8) Alabama California Mississippi Arkansas Kentucky
North Carolina Oregon Florida Georgia North Carolina
Tennessee Idaho New Mexico (P-8)
West Virginia Louisiana South Carolina (K-5)
Oklahoma Texas (K-5)
Texas (Span K-5)
Math Arkansas Georgia California Idaho Alabama Tennessee -
New Mexico (P-8) Mississippi Kentucky Florida (K-5) West Virginia
Texas (6-8) Texas (K-5) North Carolina (K-5) Indiana (1-8)
Texas (Span 6) Texas (Span K-5) South Carolina Oklahoma
Oregon
English/ Kentucky Idaho Indiana Alabama New Mexico (P-8) Arkansas Kentucky
Language Arts North Carolina (3-5) Mississippi West Virginia California Tennessee (1-8) North Carolina South Carolina (6-8)
Oregon Florida (K-5) Texas (2-8) Oklahoma
Georgia Texas (Span 2-6)
Louisiana
South Carolina (K-5)
Texas (K-1)
Texas (Span 1)
Science Alabama Arkansas Georgia Mississippi Idaho Florida Alabama
Florida California Kentucky Oregon North Carolina Indiana (1-8) New Mexico
New Mexico (P-8) South Carolina Tennessee Louisiana
Oklahoma Texas
West Virginia Texas (Span K-6)
Social Studies California Kentucky Arkansas Indiana (1-8) West Virginia Alabama California
South Carolina Louisiana Idaho Georgia Florida
Oklahoma North Carolina New Mexico (P-8) Mississippi
Tennessee South Carolina
Texas
Texas (Span K-6)
Health New Mexico (P-8) Arkansas Oregon Georgia Alabama Indiana New Mexico
South Carolina (6-8) Florida North Carolina Idaho Louisiana
West Virginia Mississippi Oklahoma Kentucky South Carolina (K-5)
Tennessee
Music Indiana (1-8) Alabama South Carolina Florida Arkansas Georgia Indiana
Oregon California West Virginia Kentucky Louisiana
Tennessee Idaho Mississippi
New Mexico (P-8) Tennessee (1-8)
North Carolina
Oklahoma
Spelling Kentucky Idaho Florida Alabama - Arkansas Kentucky
North Carolina (2-8) Mississippi Indiana Georgia North Carolina Tennessee (1-8)
Tennessee (1-8) West Virginia South Carolina (K-5) Oklahoma
Literature Idaho West Virginia (6-8) Alabama Florida (6-8) Mississippi - Kentucky
Kentucky Indiana Texas (6-8)
North Carolina (6-8) Louisiana (6-8) Texas (Span 6)
Tennessee (6-8) Oklahoma
English as a - - - Arkansas Georgia Oklahoma -
Second Language Florida Tennessee (1-8) Oregon
(ESL) Texas (1-8)
Handwriting Kentucky Indiana (1-8) Florida (K-5) Alabama - Arkansas Kentucky
North Carolina (1-5) Mississippi South Carolina (K-3) Oklahoma Louisiana
West Virginia
Dictionaries - Idaho - Alabama - Arkansas -
Mississippi (K-12) Florida Oklahoma
Georgia

Source: AAP School Division/NASTA

Notes:

Schedules are subject to change

Elementary adoptions are for grades K-8, unless otherwise noted
Secondary adoptions are for grades 6-12, unless otherwise noted

Italics indicate Spanish-language program
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SECONDARY SCHOOL ADOPTION SCHEDULE

Bid Year 2005’ 2006 2007 2008 2009 2010 2011
Purchase Year 2006 2007 2008 2009 2010 2011 2012
Science Alabama Arkansas Georgia Mississippi Idaho Florida Alabama
Florida California (6-8) Kentucky Oregon Florida Indiana New Mexico
New Mexico South Carolina (6-8) South Carolina® (9-12) South Carolina® (9-12)  North Carolina Louisiana Oklahoma
Oklahoma Tennessee South Carolina® (9-12)  Texas West Virginia
West Virginia Virginia Texas (Span 6)
Social Studies California (6-8) Kentucky Arkansas Indiana South Carolina® (9-12)  Alabama California (6-8)
South Carolina? (6-8) Louisiana Idaho? Virginia West Virginia Georgia Florida
Oklahoma North Carolina New Mexico Mississippi
South Carolina? (9-12) South Carolina® (9-12)  Oregon
Tennessee Texas
Mathematics Arkansas Georgia (6-8) California (6-8) |daho? Alabama Tennessee Arkansas
New Mexico Georgia (9-12) Kentucky Florida Virginia
Texas Mississippi North Carolina Indiana West Virginia
Texas (Span 6) South Carolina (6-8) Oklahoma
Oregon
South Carolina (9-12)
Literature Idaho Indiana (6-8 Reading) Alabama Florida Georgia (9-12) Arkansas (9-12) Kentucky
Kentucky Oregon Indiana Georgia (6-8) Mississippi Idaho Tennessee
North Carolina (9-12) West Virginia Louisiana New Mexico North Carolina (9-12)
Tennessee Oklahoma Texas Virginia
South Carolina (9-12) Texas (Span 6)
Reading Kentucky Indiana® Alabama California? (6-8) Mississippi Arkansas Kentucky
North Carolina (6-8) Tennessee Florida? New Mexico North Carolina (6-8)
West Virginia Idaho (Tradnl) Oklahoma?
Louisiana
Oklahoma?
English/ Kentucky Idaho? Indiana Alabama Georgia (9-12) Arkansas Idaho
Language Arts North Carolina Mississippi South Carolina? (9-12)  California? (6-8) New Mexico North Carolina Kentucky
South Carolina? (6-8) Oregon West Virginia Florida Tennessee Oklahoma
Georgia (6-8) Texas Virginia
Louisiana Texas (Span 6)
World - Alabama Indiana Arkansas Georgia Kentucky Idaho
Languages Florida Mississippi New Mexico North Carolina Oregon Louisiana
Idaho South Carolina Oklahoma Tennessee Virginia
West Virginia
Business Georgia Florida? Mississippi? Arkansas Alabama South Carolina? Georgia
Education Indiana South Carolina? New Mexico Idaho? Florida? Indiana
Tennessee North Carolina Oklahoma Louisiana Tennessee
South Carolina? South Carolina?
Computer Arkansas Florida Idaho? Idaho? Alabama Louisiana? Arkansas
Education |daho? Idaho? Mississippi Oklahoma Florida South Carolina® Mississippi
Oklahoma South Carolina? North Carolina (7-12) Kentucky Tennessee Oklahoma
South Carolina? South Carolina?
Health (H) New Mexico (H, PE) Arkansas (H, PE) Oregon (H, PE) Georgia (H, PE) Alabama (H, PE) Indiana (H) New Mexico (H, PE)
Physical Education (PE) South Carolina (H) Florida (H, PE) South Carolina (PE) Louisiana (H, PE) Arkansas (H, PE) Louisiana (H, PE) West Virginia (H)
West Virginia (H) Mississippi (H, PE) North Carolina (6-9) (H)  Idaho (H)
Oklahoma (H, PE) Kentucky (H, PE)
Tennessee (H)
South Carolina (PE)
Family/ Georgia Florida New Mexico Idaho Alabama South Carolina? Georgia
Consumer Indiana Mississippi South Carolina? Oklahoma Arkansas Indiana
Science South Carolina? North Carolina Tennessee Louisiana North Carolina
West Virginia?
Art (A) Indiana (A, M) Alabama (A, M, D) South Carolina? Alabama (S) Arkansas (A, M) Georgia (A, M, D) Idaho (A, M, D, S)
Music (M) Kentucky (S) California (A, M 6-8) (A, M, D, S) Florida (M, D, S) Georgia (S) Kentucky (A, M, D) Indiana (A, M)
Drama (D) Oregon (A, M) Florida (A) West Virginia (S) Louisiana (S) Tennessee (S) Oklahoma (S) Kentucky (S)
Speech (S) Tennessee (A, M, D) Idaho? (A, M, D, S) West Virginia (A, M) Texas (S 7-8) Louisiana (A, M)
Mississippi (S) Mississippi (A, M, D)
New Mexico (A, M, D) North Carolina (A, M, D)
North Carolina (A, M, D) Tennessee (A, M, D)
Oklahoma (A, M, D)
Vocational/ Georgia Arkansas? Mississippi? Idaho? Alabama South Carolina? Georgia
Technical Indiana Florida? New Mexico Mississippi2 Arkansas Indiana
Education Tennessee South Carolina? South Carolina? North Carolina Florida? Tennessee
Oklahoma Kentucky
South Carolina? Louisiana?
South Carolina?
Career/ Georgia Mississippi New Mexico Arkansas Louisiana Alabama Georgia
Workforce Idaho?
Education Louisiana
North Carolina
Oklahoma
Driver Idaho South Carolina Alabama Florida Kentucky Idaho Tennessee
Education Tennessee Arkansas Georgia
Mississippi Oklahoma
New Mexico West Virginia

12005 bid year based on actual participation

2 Selected titles




THE MCGRAW-HILL COMPANIES

Providing Solutions

TECHNOLOGY FOR THE PRE-K—12 CLASSROOM

Beginning in the 2005-2006 academic year, No Child Left Behind Education has developed an extensive suite of technology-based
(NCLB) mandates annual statewide testing in reading and math for  intervention products and digital solutions that incorporates the

grades 3-8.The law also requires statewide testing once in grades latest technology to enhance learning for students and provides
10-12, as well as specialized assessments for English-Language productivity tools to enhance instruction for teachers. By making
Learners (ELL). In order to comply with these new mandates, instruction more individualized and targeted, educators will be able
educators are focusing more and more of their attention on bringing  to use McGraw-Hill Education’s technology-based products to
students up to speed and intervening where and when appropriate—  fulfill the educational standards required by NCLB.

both in the classroom and online via the Internet. McGraw-Hill

Reading intervention for grades 6-12

Jamestown Reading Navigator
www.jamestowneducation.com

The U.S. Department of Education estimates that 40% of all middle and
high school students cannot read at a basic literacy level. Jamestown Reading

Navigator is the first online reading intervention program built specifically Kayla is hardworking Besides compleling
for students in grades 612 that fully integrates the latest research in B
adolescent literacy. Designed to accelerate growth in reading fluency and Kayla's auni balieves that Kayla is very
comprehension skills, Jamestown Reading Navigator helps struggling she is a responsible siudent. Other

students think she is fun ith
students catch up to where they need to be. i s i m‘fmm,s

e Provides online instruction, print resources, and progress monitoring

e Continuously assesses student progress, adjusts instruction, and provides
individualized reports

e Aligns with Federal Striving Readers grant requirements
e Integrates professional reading training and development for district staff

Enriching math instruction with fully-integrated technology

SRA Real Math
www.realmath.com

SRA Real Math is the first skills-based pre-K-6 program to use a fully-
integrated suite of technology tools to enrich classroom math instruction.
Online technology augments print editions and hands-on materials to

o.m;,.' ‘.,",.? provide a broader set of resources for teachers and students.
LLoad your cant wih the cormect

amountof schooi supples. e ePlanner: Lets teachers plan daily, weekly, and monthly lessons that can
- be organized to a teacher’s specific needs and correlated to state and
national standards

e eAssess: Enables teachers to provide individualized intervention and
enrichment materials to students based on their proficiency level

¢ eMath Tools: Encourages students to engage, explore, and learn by
interacting with electronic number lines, multiplication tables, and more

Real Math

Learning Center

Pre-K-3 reading program with a strong home-school technology connection

The Wright Skills™
www.wrightgroup.com

FLTR LT R R Lesson 14 Short Vowels Review
The Wright Skills reading program for pre-K-3 provides sequential and explicit S —
daily phonics and word study instruction that includes skills practice, student M”
assessment, program management, and at-home reinforcement of classroom | /4 P
lessons. The program uses technology for progress monitoring to address individual | ; @0 '
needs of students and to create a strong home-school connection. ; 0

¢ The online, subscription-based version enables students and parents to reinforce
classroom lessons with learning activities at home. Parents can listen to their
child’s oral fluency readings and download progress reports

e A CD-ROM version with skill application activities and assessments correlated to
print material, together with interactive decodable books, is included in each kit



http://jamestowneducation.com
http://realmath.com
http://wrightgroup.com
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New K-6 reading program meets NCLB requirements

Treasures
www.macmillanmh.com/reading/treasures.html

Treasures is a new research-based reading program for K-6 that
meets all requirements of NCLB— phonemic awareness, phonics,
fluency, vocabulary, and text comprehension. A variety of assessment
tools help identify strengths and weaknesses, plan instruction, and
meet the needs of all students. Treasures’ Progress Reporter:

 Diagnoses and prescribes lessons for re-teaching every skill the
student did not master

e Measures and reports students’ results against state and local
curriculum standards to assist in reporting Adequate Yearly Progress
e Provides interactive graphic and text reports to help administrators

and teachers analyze progress of individual students, a whole class,
a school, or an entire district

it
s

Interactive science simulations for grades 1-6

el - -l

Interactive music learning for pre-K-8

Spotlight on Music™
CD-ROM-based product

Spotlight on Music™ enhances learning music through interactivity for
students in pre-K-8.

¢ Electronic Listening Maps reinforce music concepts through stimulating
and perfectly-timed animation to help students improve focus and learning

e Spotlight on Orchestral Instruments and Spotlight on World Instruments
teach visual and aural identification of orchestral and world instruments
through interactive lessons, video demonstrations, and instrument
identification games

* Music Ace™ and Music Ace 2™ reinforce musical concepts and skills
through lessons, games, and doodle pads of famous listening selections that
help students learn pitch recognition, rhythmic patterns, harmony, and scales

* MiDisaurus™ features games, ear training exercises, and songs that enable
children to build music literacy, develop keyboard skills, read music, and
recognize music symbols

Operation: Science Quest
CD-ROM-based product

e Interactive science simulations help students in grades 1-6
understand key science concepts

e Uses a combination of animated characters, video, and interactive
simulations to help students and teachers with hard-to-teach concepts

e Provides teacher reports to identify areas of student success and
accomplishments

e Modules cover the three areas of science: Life, Earth, and Physical

e English and Spanish audio tracks are available as well as closed
captioning

Mars irom The Planets by Gustav Holst

;445

ostinato rhythm

Winds and other instruments
are added,

i “‘*’\\""‘} z-T 7
AT A A

Coda
v e s

Click 'Play’ to play from the b tlkkunyp.ddthpklmhphylucﬂoﬂ
O pay pause  Ostop somer O Louder Menu



http://macmillanmh.com/reading/treasures.html
http://activities.macmillanmh.com/science/ca/te/osq/index.html
http://www.macmillanmh.com/music/2005/student/index.html#
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Assessment and Reporting Market

MEETING THE ASSESSMENT AND REPORTING NEEDS OF EDUCATORS, PARENTS, AND STUDENTS

The No Child Left Behind Act (NCLB) significantly increased the scope of the national testing market. Since the passage of NCLB, states
and school districts have been developing plans to meet the law’s requirements for standards, annual assessments, corrective actions, and

annual state report cards.

NCLB makes the school system accountable for student achieve-
ment by requiring Adequate Yearly Progress (AYP). AYP is
defined by identifying a starting point for the percentage of students
performing at a certain level, then setting annual objectives and
intermediate goals, with the final goal of all students reaching the
proficient level. Each year states are required to disaggregate and
report students’ academic achievement by sub-group and must
show AYP within each sub-group.

To measure a student’s academic achievement, schools use assess-
ments that fall into two categories: summative and formative.

e Summative assessments are used as an annual benchmark to
measure student progress or support other high-stakes decisions
such as high school exit exams.

» Formative assessments are used to ensure that teachers have the
information they need in the classroom to focus instruction — so
that they can begin to close the achievement gap and ensure
adequate yearly student progress.

EDUCATIONAL TESTING MARKET GROWTH

NCLB requires mandatory testing in reading and mathematics in grades 3—8 and once in high school by the 2005-06 school year.
In 2007-08, schools must begin testing in science at three different grade levels: 3-5,6-9, and 10-12.

The Impact of No Child Left Behind on Annual Testing

Starting Year  Subject Grades Frequency
2005-06 Reading 3-8 Once a year
10-12 Once in high school*
Mathematics 3-8 Once a year
10-12 Once in high school*

2007-08 Science 3-5,6-9,10-12  Once a year at three

different grade levels

*Grade not specified

States and districts will require support in many aspects of
assessment and accountability, particularly in benchmark testing,
professional development, summative testing, and tracking student
progress. As a result, the educational testing market is projected
to grow to $1.9 billion by 2008-09.

A PORTFOLIO OF ASSESSMENT AND REPORTING SERVICES

K-12 Educational Testing: Projected Market Growth

(dollars in millions)

I Summative |
HF i : |
[
: [ |
Sum. $ 1,138 : 1,299 1,383 1,457
Form. $ 330 : 375 425 482
Total $ 1,468 : 1,674 1,808 1,939
Year 2005-06 2006-07 2007-08 2008-09

Source: Eduventures

MEETING EVOLVING MARKET NEEDS

McGraw-Hill Education offers a vast portfolio of research-driven
assessment and reporting solutions through its leading brands — CTB,
The Grow Network, Digital Learning, and TurnLeaf — demonstrating
its commitment to advancing learning through end-to-end solutions
linked to rigorous standards. McGraw-Hill Education is serving and
shaping the expanding education market by:

¢ Creating formative assessments that transform classroom learning
e Continuing to build English-language learning solutions

¢ Helping educators meet NCLB-driven accountability requirements

As higher learning institutions in the U.S. embrace national account-
ability, McGraw-Hill Education is positioned to provide educators
with college readiness and post-secondary education assessments,
aligned reports, systems that facilitate the use of assessment data for
accreditation purposes, and professional certification and licensing.

On a global level, McGraw-Hill Education is reviewing the assess-
ment needs of developing markets and leveraging knowledge from
across McGraw-Hill to expand into new geographies. McGraw-Hill
Education can help countries develop self-sustaining systems of
learning linked to assessment and instruction, as demonstrated with
the State of Qatar.

McGraw-Hill Assessment and Reporting Programs

Percentage of Grades 3-8 Assessed

in English/Language Arts and/or Math (i

e CTB
[ 100% A The Grow Network
D 50-99% B Digital Learning
[] Less than 50% * TurnLeaf
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PROVIDING ASSESSMENT AND REPORTING SERVICES TO IMPROVE LEARNING AND INS TION

ACUity Adequate Yearly Progress Report for School

Acuity is an online assessment solution that provides immediate, P r— (int Grade o Predicive Form A/
actionable data on student progress to help classroom teachers create Show-Me Elementary School

opportunities for one-on-one instruction, adhere to state learning O Deluery: Online and Paper Dt Shove Mo SchoolDistiet  Prt Vs
standards, and estimate performance on NCLB tests. The product N Nome. ont arade Math Predictive Form A

includes a suite of classroom-friendly, diagnostic benchmark assessments Number o Stdons Aesgned Toat 88+ T

that mirror NCLB content in grades 3-8 and high school for math and Test Performance

reading/language arts. Designed in collaboration with educators e
nationwide, Acuity: NPSbgwp  Ninbaol Nbero Sl rge S S (5 OUNETEI00%) %o

Students _Completed/Assigned _ (Standard Deviafion) _ Tier | Tier2  Tier3 “Tierd _Obtained

e Offers online and paper-and-pencil administration options

Gender

* Fits seamlessly into lesson plans and correlates to a district’s teaching P H oo NA e oo 2ei o o
Unknown 5 4/4 N/A 25% 25% 25% 25% 50%
sequence Ethic/Racial Groups
. . A . . . White 10 718 NIA 15% 20% 25% 40% 49%
o 'Pr0V1de.s important point-in-time diagnostic data that informs African American 7 o NA L smhodvk gk o 2%
instruction to help maximize student performance Asan o2 22 NA 1% 2% SS% T S9%
. . . . . w : 6;6 NI-A 25.% 25‘% 25’% 25-"/- 50-%
Acuity is a new online assessment solution t!'iat Socioeconomically, oo WA s 3w on s
measures student progress toward state learning | Linited Engisn Proficiency ee) & ols NAS0% 17% 3% 0% 30%
. Students with Disabilities 2 212 N/A 0% 50% 50% 0% 55%
Standards for math and readlng/language arts Note: Scaled scores will be available after research has been completed
a Proficiency Report for Samantha Myers [
(Metmacer) (S O Sen 9] .
Praficiency Levels Writing Roadmap 2.0
Student Samantha Myers B nelow nasic . . . .
Tast [GrO7-09 INF - Now Stademt__¥| 0 nasie Writing Roadmap 2.0 is an online essay scoring tool that assesses students’
standard [WilvgRosmep20 & = rrofient writing skills and teaches them to write more effectively. Designed for
S£07-09 INE- New Student Sroch S (i students in grades 3—12, its easy-to-use interface and instructional tools
ing Dimens provide support throughout the writing process, while automatic online
Writin n: . . . . o P
. o Pmensions scoring generates instant time-saving reports. Writing Roadmap’s holistic
T, reports help teachers identify instructional needs, assess student and class
. results, and compare those results against school and district averages.
o organization Automatic feedback is provided to the student using instructional tools.
o gess And Content Teachers can also review essays and provide their comments.
© voice
Writing Roadmap assesses students’ writing skills
[ wmack | [ 2 meport serup | [ rint view | [ Zimain | [ 3 Re Order
First Performances™ Personal Learning Program
First Performances™ is a suite of observational assessments The Personal Learning
designed to help teachers measure developmental learning mile- Program is a unique learning
stones in reading and math in pre-K-3 students. First Performances’  program under the Grow
assessments meet Reading First requirements, align to NCTM’s Network brand that transforms
Principles and Standards for School Mathematics, and follow students’ individual test data
NAEYC’s assessment recommendations. One-on-one instruction into actionable information.
is provided through three interconnected products: Customized fully to state
e Fox Letters and Numbers™: Pre-K Literacy and Mathematics standards, t.he program.prowdes
Assessments — Uses developmentally appropriate activities to students with personalized
assess a child’s literacy and math progress study guides and online tutorials .
. . -1
e Fox in a Box®: K-3 Literacy Assessment — Enables teachers to that build on strengths and i
. : . o . : focus on areas of need. The E
identify struggling readers by zeroing in on specific learning G T h ed o
needs with customized activities thovernor Ol' e()i(ai ;S pr{:lése o'
. e personalized study guides
® Fox Adds Up™: K-3 Mathematics Assessment — Helps teachers for gontributing toa ssllltg)stantial %3
. 1 . §
obserYe and guldg eac.h.c.hlld s math learning progress through increase in exam passing rates Ef,
engaging, targeted activities (24 states require exit exams to =

get a high school diploma).
Achievement Management System The Personal Learning Program:

The Achievement Management System is a powerful data tool that ~ * ,s“P_P,O“S each student by prgviding Flear feedbagk, targeting
integrates student information systems and provides instructional individual needs, and appealing to different learning styles

alignment through assessment and reporting. This data tool * Helps educators and tutors create a strong network of support
complements McGraw-Hill Education’s ability to provide for student achievement and improve classroom instruction
educators at the state, district, and local levels with a broad base e Engages parents through print and online tools in multiple

of reporting capabilities. languages


http://www.ctb.com/products/product_summary.jsp?FOLDER%3C%3Efolder_id=1408474395292638
http://www.ctb.com/mktg/roadmap/overview.jsp
http://www2.ctb.com/fp_intervention_activities/index.shtml
http://www.turnleaf.com/
http://info.grow.net/index.html
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HIGHER EDUCATION IN A KNOWLEDGE ECONOMY

Education is a global business with steadily improving prospects
fueled by the rise of the knowledge economy, the need for skilled
workforces, and growing enrollments. At the same time, the
convergence of content and technology is increasing technology’s
role in education as online courses and products attract more
instructors and students. The McGraw-Hill Companies is positioned
to benefit from these trends.

In US. higher education, there are 16 million students in more than
4,000 colleges and universities. By 2014, a record 19.5 million students
will be enrolled according to the National Center for Education
Statistics. Enrollments at for-profit post-secondary institutions are
growing faster than the overall U.S. higher education market.

The economic value of an education is well established. According
to the U.S. Census Bureau, people holding Bachelor’s degrees will
earn almost $1 million more over their working life than high
school graduates.

Enroliment in U.S. Higher Education Institutions
(% change; enrollment in millions)

- Projected

m 24 years g years _ Total — —

<24yr 60 18 :13 15 15 18 19 24 20 12 07 05 02 01

>25yr1.0 85 :26 05 14 19 15 16 10 06 10 14 18 21

Total 159 166 :169 17.1 17.4 17.7 180 184 186 188 190 191 193 195
Year 01 02 :03 04 05 06 07 08 09 10 11 12 13 14

Source: U.S. Department of Et Center for E jon Statistics, “Projections of

Education Statistics to 2014”

Median Annual Earnings by Educational Attainment
(in dollars; U.S. adults 18 years and over)

Doctorate degree
Professional degree
Master's degree
Bachelor's degree
Associate's degree
Some College, no degree
High School Graduate
No High School Diploma

$0 $20,000 $40,000 $60,000 $80,000

Source: U.S. Census Bureau, March 2005

Enroliment in For-Profit Estimated Higher Education

Post-Secondary Institutions Industry Sales of U.S. Publishers
(number of students in thousands) Books and Materials (dollars in millions)

600 3,700

CAGR 91-02: 9.0% : :
500 & 4 as00  3-vear CAGR: 3.6%

300 /

0o / 3,300 >

2004

100 2,900

0 2,700
Year 91 92 93 94 95 96 97 98 99 00 01 02 Year 02 03 04 05
Source: National Center for Ed Source: AAP Includes sales of domestic and

“Digest of Education Statistics 2004” non-domestic products

Note: Data has been restated to reflect the 2002
U.S. Economic Census

TECHNOLOGY IS ENABLING FLEXIBLE EDUCATIONAL SOLUTIONS AND OPPORTUNITIES

Digital learning solutions are making online learning one of the
most dynamic segments of the higher education market.
Technology is enabling busy college students and working adults
to learn anytime, anywhere. Universities and online schools are
meeting this demand by offering flexible educational programs
ranging from single courses to postgraduate degree programs.

Enrollment in Fully-Online
Distance Education

(number of students in millions)
2.0 9.0

Adults Returning to School

(number of students in millions)

: Projected . Projected

16 8.0
CAGR 00-07: 34.3%

12 / 7.0
08 / 6.0

CAGR 01-14: 1.97%

0.4 / 50

0.0 /

4.0

Year 00 01 02 03 04:05 06 07 Year 01 02:03 04 05 06 07 08 09 10 11 12 1314

Source: Eduventures Source: U.S. Department of Education, National

Center for Et i “Proj
of Education Statistics to 2014”

The convergence of content and technology is leading to a new
generation of products that can improve class management for
instructors and enrich the learning experience for students.
McGraw-Hill Education provides:

¢ Online Homework and Study Tools: Online submission of
homework assignments and other drill and practice that are
automatically graded for the instructor and provide instant
feedback to students.

e Online Courses: Introduced nearly 40 online courses in 2006 that
may be used as a complete course or as part of a regular course
with both classroom and online instruction. Courses come with
streaming video, animation, and personalized assessment.

* Mobile Resources: Flexible delivery of student study materials
to iPods, PDAs, and other mobile devices.

¢ Online Assessment: Targets students who need help to make
sure they keep pace with the rest of the class.

* Online Content: Updates and more current content made
available after the book’s publication date.
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E-OF-THE-ART STUDY AIDS FOR ONLINE HOMEWORK

Building on the trend of anytime, anywhere learning, online homework is becoming an important component in higher education.
Students benefit from online resources that complement and reinforce their classroom instruction. McGraw-Hill’s interactive learning
tools such as online quizzing, assessment, and tutoring provide a complete solution for students and instructors.

McGraw-Hill’'s Web-based homework management system links into its line of digital solutions for the higher education market. The
system is purchased on a subscription basis and is branded for different courses:

Homework Manager Plus is
offered across many courses
including financial and managerial
accounting, business statistics,
and corporate finance.

McGraw-Hill’s

TIPLUS’

MathZone™.

MathZone is offered for
college-level math and
statistics courses.

A COMPLETE HOMEWORK SOLUTION

i MoGraw-Hill's -
|$' Homework Graded Session McGraw-Hill
[l Manager Irwin

Y TR o W T L T R o T R el T

[ T Py ey

JUMP TE ] +GRADE Fpece Mo s save

Question 1: (1 paint)
#rapars ganaral tar ota
a1 Haibie Pick, the mwner, fsested 57,800 cesh snd 532,500 of ghatogranhy eaupment in the bisiness,
1 Pald SRI00 it For a0 esuranee pelicy covariag e et 34 panths,
5 Purchasad ofice ronbat far $1,400 cach
20 Recalend 7,650 aih In phetsgrachy fuss asmnad
38 Pald SETS cach for hugurt stiities,

caliad Bore for FIEE [omvE the 7 Hge in yeur respanre).

Dute Grnarsl dogrnal Cregtt

Dutit
dug. 1 [Cash = e00)|
Photography Foes Eamad | 400
H_ Pans, Capitsl -
(Click for List]
[Acctunts Receivable

Cash
U enaograpy qui

O G cmrm

(J Learn ingCenter

LEARNING ORIECTIVE 5
Understand the differences between variable costs and fised costs.

ammn nosc ll beh a changa in Setivity.
stmate the 5% incriase in long-datarce cali
S At 918CHC DAl O on the Sotal WagNS the CoMDany DAYs £ long-distanca m

Quite frequantly, it is oy dict by
For example, & manages at .

woukl Have 90 the coripany 3
sice refars to haw a cost will react to changes in the level of activity. As the actiity

erakors. (o=t bohy
ovelrioes i T, & fhv T w,":h 1 [l s weli—or it may remain constar, Far planning
pumamg.amn;w i 3 n which of thags will hapnen; and if a cost can be axpectad
hmwm?‘: managy dnonau;m‘h» ovel haw much it wil change. Ta hele make such distinctions,
costs are 4
a N catigo of acavey.

Variable Cost

& yariable gogt is @ cost that wanes, i total, in direct proportion to changes in the level of activity. The activity can be
xgressed m many ways, Such @8 units pratduced, units 30K, miles driven, beds ceasied, fnes of g, hours worked,

and 50 farth, & goad auampis of a vanabie cost is Tha et of ugad duning & panad wil
vary, in tatal, in direct proporton to the number of unis that are produced, To dlustrate this kea, consider the Saturn

Covigicn of G, Each auto requires one battery. s the output of autos inceases and decreases, the rumber of battenes|
used wil mereass i) v 0%, hen e rrmbar ol batberis uied wil
0 G0 up 10%, Tha CONGADE of 3 ¥anaale cast 5 shawn  Graghi arm in XN 28,

EXMIBIT 2-8
ariahli and Fosd Cost Bahanar

Varabie Coat Behavor
830,000 824,000

Fired Com Behamor

NetTutor™

Welcome to: MH: Accounting. WWe are currently offering the following services
The Live Tutor is available Mon-Thu 9:00AM-Midnight, Fri 2:00AM-2:00PM. All
Times Eastern (EDT).Holiday Hours

‘Welcome to MetTutor

If you are nat Sal,

please click here = LuLl | | o
Start Live Chat Tutorial Bulletin Q&A
Class J Archive | | Archive | Board ) Center
Home o
WH: Accounting B o Queue Size: 0
Ianage Account | m
Online Wanaal | §
About NetTutor
Join Live Browser Test

About Link-Systems Tutorial

Jamil Janes
Queue Size: 1

Group Motes --

Assign Homework, Tests and Quizzes

Instructors assign homework online using either the
textbook’s end-of-chapter questions or an algorithmic
option which generates an unlimited number of unique
questions for each student.

Automatic Grading Tool

Assignments are graded automatically and the results

are stored in the instructor’s grade book. Instructors can
determine how well each student solved individual problems
or handled an assignment.

Online Practice and Instant Feedback

Algorithms provide an unlimited supply of online self-graded
practice quizzes for students and instant feedback is provided
during homework and study time.

Interactive Online Textbooks

Students have quick access to relevant content in the online
textbook as they work through problems, exercises, and
practice quizzes through McGraw-Hill’s Online Learning
Center, which follows the textbook chapter-by-chapter.

NetTutor™

A breakthrough program that connects students with quali-
fied tutors online so they can receive help outside regular
school hours in math, accounting, chemistry, and English
composition.

e Live Tutor Center: Student and tutor collaborate in
real-time using a graphical white board and chat area

* Q & A Center: Submit questions at any time and
receive answers within 24 hours

e Tutorial Archive Center: Browse questions and answers
from other students


http://www.mhhe.com/business/homework/
http://www.mhhe.com/math/mathzone/
http://www.nettutor.com/

International Markets

GROWING INTERNATIONAL SALES

The Higher Education, Professional and International (HPT)
Group is a multimedia provider of content to education and
professional markets around the world. In international markets,
the focus is on higher education, medicine, computer science,
engineering, business and economics, English-language training,
and selected school markets. In 2005, McGraw-Hill Education’s
international sales grew to $384.8 million, up 8.5% over 2004.

THE MCGRAW-HILL COMPANIES

2005 Foreign Source Revenue*

Total Company: $1,337.8 million
(dollars in millions)

Segment's
International
Revenues

* Foreign source revenue includes international sales by U.S. operations

HIGHER EDUCATION: A GROWING, GLOBAL MARKET

The worldwide demand for education is being driven by the
requirements of a knowledge economy for skilled workers; growth
in enrollments; and the increased use of technology, including online
courses, to deliver products and services.

Nearly 100 million students are currently enrolled in higher
education around the world. That figure is expected to increase
substantially over the next 20 years stimulated by growth in
worldwide population and the continued rise of emerging
economies. In China, India, and Latin America, enrollments
could more than double over the next two decades.

To maintain a stronger and more globally competitive workforce,
the European Union launched the Bologna Process to streamline
the continent’s higher education system. By 2010, universities
throughout the European Union will confer 3-year Bachelor’s
degrees and 2-year Master’s degrees. This common structure

will replace a multitude of specific national degrees with
consistent program standards and quality and facilitate students
wishing to transfer to other higher education institutions in the
EU or worldwide.

In Asia, there is a strong demand for higher education, with
particular emphasis on science, engineering, and business skills.
Increasing enrollments in mainland China and India represent the
biggest opportunities. There are particular growth opportunities
in vocational education and English-language training.

Global Higher Education Enroliment — 2005

Total Enroliment: 100 million students

Rest of World U.S./Canada
6 million 19 million

Rest of Asia
9 million

Japan/Korea
7 million

India Europe

11 million 21 million

Latin America
7 million

20 million

Sources: UNESCO, Hezel Associates

DELIVERING DIGITAL CONTENT GLOBALLY

Reflecting the globalization of higher education, the HPI Group
seeks material from leading experts worldwide. For example,
authors in India now provide material for the global engineering
market. Online courses will also play an increasingly important
role in education in emerging markets as growing enrollments
outstrip the availability of traditional classrooms.

The HPI Group is taking full advantage of these global growth
opportunities by focusing on key markets, including engineering,
MBA, and vocational training. Digital products are gaining market
acceptance as courses follow a more common curriculum and both

teachers and students have better access to technology. The HPI
Group provides these markets with robust, in-depth offerings of
higher education and professional content. The MBA Resource
(www.primismba.com) serves the pre-MBA, MBA, and Executive
MBA markets in the U.S. and enhances the offering with relevant
content from BusinessWeek and Standard & Poor’s. The next
release will serve customers in Asia, Europe, and Latin America.
The engineering market is served with strong higher education
content and McGraw-Hill’s Digital Engineering Library which
provides access to over 150 McGraw-Hill engineering titles online
(www.DigitalEngineeringLibrary.com).


http://www.primismba.com
www.DigitalEngineeringLibrary.com
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Professional Markets

PROVIDING REAL-TIME ACCESS TO CONTINUALLY UPDATED, SUBSCRIPTION CONTENT

Leveraging content, global brands, and technology, the Higher Education, Professional and International (HPT) Group is delivering new
solutions anytime, anywhere to professional, medical, scientific, technical, and computer markets.

MEDICAL

AccessMedicine (www.AccessMedicine.com), a digital subscription service, provides cross-searchable information and regularly updated
content that is now used in more than 42 countries and by virtually all U.S. medical schools. AccessMedicine provides content at the
point-of-care on a PDA and podcasts of lectures from world-renowned physicians. Subscribers have access to:

e Podcasts of weekly medical updates for iPods, MP3-compatible
devices, or downloadable to the desktop

e Patient education materials

e In-depth information on over 51,000 drugs

AccessSurgery follows the AccessMedicine model and combines
leading McGraw-Hill reference texts with digital videos and other
functionalities to provide a dedicated online resource for practicing
surgeons and surgical residents. It can be purchased as a standalone
subscription, or as an additional paid module within AccessMedicine.
When it launches in August 2006, subscribers will have access to:

e More than 12,000 pages of content from leading medical texts

such as Schwartz’s Principles of Surgery

e Narrated videos of key surgical procedures

e Point-of-care information on surgical diagnosis and treatment
available online or on a PDA

e 2,000 questions and answers to assist with board preparation and
certification

¢ Updated content, videos, and journal reviews

e A differential diagnostic tool that can search by symptom,

disease, or organ system

e Exam review tools powered by the best-selling series, First

Aid for the USMLE
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HarrisonOnline en espaiiol (www.HarrisonMedicina.com), launched in March 2006, brings the world’s best-selling medical
reference, Harrison'’s Principles of Internal Medicine, 16th Edition, to Spanish-language markets and provides:

e Daily updates on recent medical advances, including information
from clinical trials

e Interactive self-assessment tests

e An emergency medicine photo gallery to assist with

visual diagnosis

® Grand Rounds lectures by Harrison’s expert authors

SCIENTIFIC AND TECHNICAL

AccessScience (www.AccessScience.com) includes the contents
of the Encyclopedia of Science and Technology, 9th Edition, and
features daily science news updates and an interactive science
“Q&A.” AccessScience’s growing list of global adoptions includes
the Hong Kong Public Libraries, Council of Australian University
Libraries, and Ontario Council of University Libraries.

Digital Engineering Library (www.DigitalEngineeringLibrary.com)
provides access to over 150 McGraw-Hill engineering titles in a
fully-searchable, taxonomically-organized database. Available by

subscription or pay-per-view.

FINDING GROWTH IN OUR MARKETS

The HPI Group publishes and distributes more than 1,000 titles a year in business, health, language, science, technical, and medical fields.

Consumer: McGraw-Hill

serves the growing consumer
health segment through strategic
relationships with Harvard
Medical School and the
American Diabetes Association,
and through market-leading
health titles
for the aging
baby boomer
demographic.

Business: A market leader in
finance and investment books,
McGraw-Hill is expanding its
personal finance line to help
consumers better manage their
money and investments.

Living Through
Breast Cancer

vy M. Kaskin
M s

Education: McGraw-Hill
released 24 test preparation
titles in 2005, up from 11 in 2004.
Successful launches include
McGraw-Hill’s SAT 1 with CD-
ROM and The Official Guide to
the New TOEFL iBT, the first in
a series to be

published in ETS) wnmmmenon
partnership with =3 )
Educational Official Guide
Testing Service. TOEFL.

Professional: Building upon
decades of publishing strength,
McGraw-Hill is focused on
globalizing its content and
authorship to meet the develop-
ing needs of science, engineering,
computing, and construction
professionals

worldwide. PROJECT

RESOURCE

MANUAL



http://www.AccessMedicine.com
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