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The safe way to double your money is to fold 

it over once and put it in your pocket.

- Frank Hubbard



Expense vs. Capital

ÅExpense
ïOrdinary (common and accepted in your trade or 

business)

ïNecessary (helpful and appropriate for your trade 
or business; not necessarily indispensable)

ÅCapital
ïOne-time costs
Åe.g. going into business, business assets

ïYields benefits over multiple periods
Åe.g. improvements



Cost Breakdown Structure



Break-even Chart



How Capital is Amortized

ÅAmortization

ïAn accounting concept

ïThe recorded cost of a capital asset minus 

its estimated residual value (amortization 

base) is distributed over its estimated 

useful life

ïSimilar to the straight line method of 

depreciation
life useful estimated

 valuesalvage -cost 
  expenseon depreciati annual



Make vs. Buy Analysis

ÅReasons to Make
ïCheaper to make

ïExperience making it

ïIdle production facility 
available

ïCompatible and fits in 
production line

ïPart is proprietary

ïNot dependent on 
supplier

ïFragile part Ą $ packing

ïHigh transportation costs

ÅReasons to Buy
ïCheaper to buy

ïNo production facilities

ïAvoid fluctuating/ 
seasonal demand

ïInexperience with making 
process

ïAvailable suppliers

ïMaintain existing supplier

ïHigher reliability and 
quality (buté..)



Make vs Buy Analysis

(for 20,000 Gas Filters)



Cost of Borrowing/Investing

ÅPrincipal

ïInitial amount of money in transactions involving 

debt or investments

ÅInterest rate

ïThe cost or price of money expressed as a 

percentage per period of time

ÅInterest period

ïA period of time that determines how frequently 

interest is calculated



Compound vs Simple Interest


