Exercise A-2 (15 minutes)

1.
Required ROI |, Selling and administraive
Markup percentage _ \X Investment expenses
on absorption cost Unit sales x Unit product cost
_ (12% X $750,000) + $50,000
- 14,000 units x $25 per unit
_ $140,000 — 40%
$350,000
2. Unit product cost.............. $25
Markup (40% x $25)........ 10
Selling price per unit......... $35
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