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What is a Capital Expendituré 2.

AL R
Capital expenditures purchase physical aS%.that are expec
provide services for several years; the out %ill‘y = i;,,;_, .
future without having to repeat the purchase apits ,.

rehabilitation of physical assets that extend or enha,n 3¢ | . d
these assets (as distinct from the operating expendit\g ' -
maintenance expenditures which assure fynctlonalltx ¢

life of the asset) (Mikesell 2011, 288). \ s ALY
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can facilitate cap||al investment decisio
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Ints In projectiselectio the
r state and é!?:al op




b1/
AN | | ' ,
- / ‘;’"i-f .a/Of, " v

/

. ol
Benefit-Cost Rati * ’f Y .f “ .

+ Ratio between the sum of b ani
sum of costs of capital inve: nis,
comparison of alternative discountedbefits
and discounted cost of specific
Campaigns. v j & f
+ Benefits are gauged in terms of revenues
generated, or other measures that are l' '

calculable. '
- Major critique is that not all benefits. costs - "
. can be measured in dollars " .’ '
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- k = “Trade-off between capital inv e
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rm viability

economic [ife of an investment, then

netting e values agginst ch other J tr' J.’
. ." q
’ * I—" o .

",, 1 ol s

.. r}t' $ ‘
Internal Rate of aeturn

wRate at which the discounted benefil of a
capital investiment equal discounte: 515, OF

the net present values equals zero
and understand.

ajor ig at does not measure retums — ’

n’mem’fer the lifetime of a project.




_ Benefit-Cost Ratio

+ Ratio between the sum of benefits anlhe ’ "
sum of costs of capital investments, or a . ' L.
comparison of alternative discounted befi » 5
and discounted cost of specific capital r
campaigns. . .

- Benefits.are gauged in terms of revenues » ’ - arl .
generated, or other measures that are ’ .
calculable. ! - I ' _

+ Major critique is that not all benefits and costs - ! .

" can be measured in dollars :
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