QUESTION 1
A) Break-even point in patient days
BEP= Fixed Costs/Contribution Margin
        FC= SR 530,000
         SP= SR 8,000
         VC= SR 6,000
Contribution Margin =SP-VC= 8,000- 6,000= SR 2,000
BEP= 530,000/2,000= 265 days.

B) Contribution Margin (CM)
This is the difference between selling price and variable cost, that is, Selling Price minus Variable Cost.
CM= SP- VC
      = SR 8,000- SR 6,000= SR 2,000

C) What is the total contribution margin?
Total CM= CM * Total units (Patient days)
                = SR 2,000* 265 days
               = SR 530,000
D) Importance of Contribution Margin (CM)
Contribution Margin is important because it shows how much money is available to pay the fixed costs such as rent and other utilities that must be paid even when production or output is zero (Anderson, C. W. 1957).
In addition, contribution margin reflects a company’s profitability on each unit sold and therefore it is key in decision-making and for future revenue projections.
It analyses the relationship between cost, volume of sales and profit. It also analyses how the three change under different circumstances. (Battista,G. L & Crowningshield, G. R. (1966).
E) Assuming a profit of SR 30,000is required by the hospital, what would be the new break- even point in days?
[bookmark: _GoBack]New BEP with profitability= Desired Profit/ Contribution Margin + Initial BEP units
                                          = 30,000/ 2000 + 265= 15+265=280 days.
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