Break Even Analysis 
The creation of a break-even analysis is important to help organizations to determine at which point the revenue received would equal out the cost associated for the project. For the example “From the front lines” in our text, I was able to break even the net revenue and variable cost for the project in year 1 and year 2 through 5. However, I was unable to understand where the fixed cost for the full time employees of $336,000 comes into play with this analysis. From my understanding if I am doing it correctly, the breakeven for the total fixed cost for the first year is at $355,181.50; a difference of $19,181.50. The number is close to the $20,000 for the equipment purchase and renovation over time. The same analysis is done for year two through five as well. 
This break even analysis applies to various reimbursements such as Medical, Medicare and self-pay options understand certain areas where money can be spent. For the average net revenue, which is income received divided by three hundred sixty-five days to get an idea on a cost per day. Same goes with the variable cost, as in what is spent for the volume of service and dividing it by the days in the year to get a per day amount. When we look it a per day basis we can see clearly how much profit is made and when we can break even with all the fees associated. 
 




	Break Even – Year 1
	
	
	

	
	
	Average
	Per Day

	                                               Days in a year
	                          365
	
	

	                                               Net Revenue
	                         $885
	      $442,500
	             $1,212.33

	                                               Variable Cost
	                         $175
	      $     87,500
	             $    239.73

	                              Number of Procedures
	                           500
	
	

	
	
	
	

	Break Even - Year 2 - 5
	
	
	

	
	
	Average
	Per Day

	                                               Days in a year
	                            365
	
	

	                                                 Net Revenue
	                        $  885
	            $752,250
	$2,060.96

	                                                Variable Cost
	                        $  175
	             $148,750
	$407.53

	                               Number of Procedures
	                            850
	
	

	
	
	
	

	
	
	
	



Break-even operations = TFC / (ANR - AVC)
The average fixed cost (TFC) is the total fixed cost for each unit of output.
The Average variable cost (AVC) is the total variable cost per each unit of output.
At the breakeven point, the total costs will be equal to the variable costs. This means that if we subtract the costs from the revenues, the result will be zero.
YEAR 1
Break Even TFC=V365*(ANR 1,212.33-AVC 239.73   = $ 355,181.50 Break even TFC

Break Even ANR=AVC239.73 + (TFC355,181.50/V365) = $1212.83 Break even ANR

Break Even AVC=ANR1212.33-(TFC355,181.50/V365) = $239.23 Break even AVC  

YEAR 2 -5
Break Even TFC=V365*(ANR 2060.96-AVC 407.53   = $ 603,501.95 Break even TFC

Break Even ANR=AVC407.53+ (TFC603,501.95/V365) = $2,060.96 Break even ANR

Break Even AVC=ANR2060.96TFC603,501.955,181.50/V365) = $407.53 Break even AVC  
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