 Eban Wares is a division of a major corporation. The following data are for the latest year of operations:

[image: image1.wmf]Sales

................................

................................

................

 

$10,890,000

 

Net operating income

................................

......................

 

$609,840

 

Average operating assets

................................

................

 

$3,000,000

 

The company’s minimum required rate of return

...........

 

16%

 

 


Required:

a. What is the division's margin?

b. What is the division's turnover?

c. What is the division's return on investment (ROI)?

d. What is the division's residual income? 

 Adam Co. manufactures and sells medals for winners of athletic and other events. Its manufacturing plant has the capacity to produce 15,000 medals each month; current monthly production is 12,750 medals. The company normally charges $120 per medal. Cost data for the current level of production are shown below:

[image: image2.wmf]Variable costs:

Direct materials

................................

......

$624,750

Direct labor

................................

............

$306,000

Selling and administrative

......................

$15,300

Fixed costs:

Manufacturing

................................

........

$506,175

Selling and administrative

......................

$123,675


The company has just received a special one-time order for 700 medals at $83 each. For this particular order, no variable selling and administrative costs would be incurred. This order would also have no effect on fixed costs.

Required:

Should the company accept this special order? Why? 

