262 Chapter 6 Activity Analysis, Cost Behavior, and Cost Estimation

Required: Cairns is qu
1. Explain the difference between the overhead rate originally estimated by Dana and the overhead ComeF_table w
rate developed from the regression method. At were incurre,

18 per direct-lab

2. Using data from the regression analysis, develop the following cost estimates per person for a 31,296 000) by 1
»296, v

cocktail party.
a. Variable cost per person
b.  Absorption (full) cost per person (includes both variable and fixed cost per person)

Assume that the level of activity remains within the relevant range. nuary ...
3. Dana has been asked to prepare a bid for a 250-person cocktail party to be given next month. A
Determine the minimum bid price that Dana should be willing to submit. a‘r;:h -----------
s e
4. What other factors should Dana consider in developing the bid price for the cocktail party? ay
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Computing Least-Squares Jefferson County Airport handles several daily commuter flights and many private flights. The co bp MOEE e
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Required: 50,000 square feet
1. Draw a scatter diagram of the airport costs shown above. roject will be op ove

2. Build a spreadsheet: Construct an Excel spreadsheet and use the Excel commands to perform fat Cairng would sub
least-squares regression. Estimate the variable- and fixed-cost components in the airport’s cost S&ression,

behavior pattern. 'hQUId management
3. Write the least-squares regression equation for the airport’s costs. as1s for the variaple ¢,
4. Predict the airport’s costs during a month when 1,500 flights originate at the airport, ffter attending a semir,

: . : . ‘tvities
5. Using the Excel spreadsheet prepared for requirement (2), compute the coefficient of determin, and costs. She

> achieved by divid:
: 2 : : : : 2 Y dividin,
tion (R*) for the regression equation. Briefly interpret R2, 8ression equations W:;

)= $20,000 + 415
Cases here DLH denotes direct.

2, = $18,200 = §13.69
W Case 6-47 Outside Environment, Inc. provides commercial landscaping services in San Diego. Sasha Caimee SFS denates the
Interpreting Least-Squares firm’s owner, wants to develop cost estimates that she can use to prepare bids on jobs. After anal7, 516,000 + 5 905y
Regression; Landscaping the firm’s costs, Cairns has developed the following preliminary cost estimates for each 1,000 Sere PL denotes the |
Service; Activity-Based Costing ~ fect of landscaping. - -

(L0 6-1, 6-2, 6-5) sume that five direct.,
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2. Total variable cost per
1,000 square feet; $491.25
3. Qvertime premium:
$412.50

Suppose the Iandscapi
_ and planting 7 trees a
5 should include jp the b




