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a) The calculation is in SAR million
	Particulars
	No debt
	Debt 

	EBIT
	1
	1

	Less interest
	
	0.2

	EBT
	1
	0.8

	Less tax
	0.20
	0.16

	Net income
	0.80
	0.64

	Total investment
	5
	5

	Dollar return to investment
	16%
	12.8%

	Equity 
	5
	2.5

	ROE
	16%
	25.6%


This is an implication that the total net income of the firm will decrease marginally. However, it will add debt to the capital structure.

b) assuming a rise in the cost of debt to 15%,
	Particulars 
	No debt
	Debt @ 15%

	EBIT
	1
	1

	Less interest
	
	0.38

	EBT
	1
	1

	Less tax
	0.20
	0.13

	Net income
	0.80
	0.50

	Total investment
	5
	5

	Dollar return to investment
	16%
	10%

	Equity 
	5
	2.5

	ROE
	16%
	20%



c) 
	Particulars 
	Option 1
	Option 2
	Option 3

	Probability
	20%
	20%
	60%

	EBIT
	0.50
	1.50
	1.00

	Less interest
	0.20
	0.20
	0.20

	EBT
	0.30
	1.30
	0.80

	Less tax
	0.06
	0.26
	0.16

	Net income
	0.24
	1.04
	1.64

	Dollar return to investment
	5.00
	5.00
	5.00

	Equity 
	2.50
	2.50
	2.50

	ROE
	10%
	42%
	26%



Reflecting on the calculations and keeping in mind the health industry, it is recommended that the company adopt the debt structure. This will assist in raising the equity return of the shareholders. Additionally, it will decrease the net income, although the overall return of the shareholders will later decrease. This will enhance the happiness of the shareholders since their returns will have been maximized. The dilution of control will be experienced, as well.
To the western investors, the return on investment is worthy as they are guaranteed maximum returns from the investment. The structure enhances equity returns, which will be the case for western investors. Even if there are associated risks like a decrease in the net income, the debt structure will adjust with time, and the net income will get back to normal. The taxation rate is also friendly for western investors. 
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