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CASE 3-20 Analysis of Mixed Costs in a Pricing Decision [LO1, LO2, LO3]

Christine Dandra owns a catering company that serves food and beverages at exclusive parties 3-2

and business functions. Dandra’s business is seasonal, with a heavy schedule during the sum- The
mer months and holidays and a lighter schedule at other times.

wh
One of the major events that Dandra’s customers request is a cocktail party. She offers a 3_
standard cocktail party and has estimated the cost per guest for this type of party as follows: Toj
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1. Estlmatththt (()1;111[.)11””1~1 ?f) profit of a standard 20“’8“““— cocktail party if Dandra
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Charge.s er usual price of 350 per guest. (In other words. by how much would her overall
profit increase?)

w could Dandra bid for the chari ents = - .
72 How lo 1 bid for the charity event, in terms of a price per guest, and still not

lose money on the event itself?

The individual who is organizing the charity’s fundraising event has indicated that he has

already received a bid under $45 from another catering company. Do you think Dandra

should bid below her normal $50 per guest price for the charity event? Why or why not?
(CMA, adapted)
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