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Q1. I. Capital budgeting is the planning process used by senior management to evaluate investment opportunities (such as an opportunity to build a new plant or purchase new equipment)                                                                                                                                      -- this is to determine whether an organization's long term investments such as new machinery, replacement of machinery, new plants, new products, and research development projects are worth the funding of cash through the firm's capitalization structure.

II. Payback period is the length of time required to recover the cost of an investment.
--The payback period is the time it takes to recover the initial investment through this net cash flow.
--The payback period of a given investment or project is an important determinant of whether to undertake the position or project, as longer payback periods are typically not desirable for investment positions.

III. What is a breakeven point? And how does it help in evaluating an investment opportunity?
--The break-even point determines the amount of sales needed to achieve a net income of zero.
--It helps in showing an investment opportunity because it shows the point when a company's revenue equals total fixed costs plus variable costs, and its fixed costs equal the contribution margin.
--Break-even analysis is a useful tool to study the relationship between fixed costs, variable costs and returns it also defines when an investment will generate a positive return and can be determined graphically or with simple mathematics.

Formula is > Variable Costs + Fixed Costs = Break Even Point.
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IV. What is cost benefit analysis? And how it is performed? 
-- This allows you to compare what an opportunity will cost versus the expected payoff.                                                                                                                                        --Cost–benefit analysis is a systematic approach to estimating the strengths and weaknesses of alternatives.                                                                                                                                                               --It is used to determine options which provide the best approach to achieving benefits while preserving savings.
How is it performed?                                                                                                                                 -- You make a comparative assessment of all the benefits you anticipate from your project and all the costs to introduce the project, perform it, and support the changes resulting from it. Decide whether to undertake a project or decide which of several projects to undertake.
Q2. Steps involved in the decision making process.
1. Define the problem.
--.this is very important when we are examining our business closely as it can be very challenging to identify the problems we are having, often the symptoms are more apparent than causes. 
--Symptoms will offer valuable clues to underlying problems, so they are important, but until you have identified the real problem, or problems, you're not ready for the following Step.
 
2. Gather the facts and data.
--The next step is do an analysis and gather all the data that could possibly be contributing to the problem, this data can comprise of facts, opinions, assumptions, records, reports, and information from other people. 
--If key information is not available, delay your decision until you get it. In some cases, however, decisions have to be made on the basis of incomplete knowledge, either because the information is not obtainable or because it would be too costly to get. 

3. Organize the information.
Organize the information so it can be compared and analyzed in a simple manner.
-- If you are working with a lot of information, an early task will include sorting what’s important from what isn’t.
--To simplify things look for relationships between different factors such as like pros and cons, costs across departments, growth and so on.

4. Develop options.
--This is the toughest of the decision-making process, developing as many good options as possible is important because quality and quantity are equally important. 
--The important thing is to keep an open mind, let your imagination roam freely over the facts you've collected, and jot down the possible solutions that occur to you.
--It is rare for a problem to have only one solution, so don't be deceived.
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5. Analyze the choices and make your decision.
--With the previous groundwork laid, you are now in a position to compare the different options generated, and make decisions based on what is available. 
--Making the best decision relies upon testing the options against specific, strong criteria, including the risk involved, permanent nature of the remedy, timing, achievability, your strategic plan. 
--Sometimes you can quickly eliminate and focus on a few alternatives with fewer shortcomings, ultimately to get the best possible decision. 

Thank You 
Wesley BK Ndhlovu.
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