	High Low Questions

Red Deer Company manufactures motorcycles. The company’s management accountant wants to calculate the fixed and variable costs associated with utility cost incurred by the factory. Data for the past six months were collected.

	 
	Utility
	Machine

	Month
	cost
	hours

	March
	$30,255
	2,200

	April
	32,750
	2,525

	May
	34,712
	2,710

	June
	31,850
	2,410

	July
	30,720
	2,290

	August
	29,980
	2,150



Required:
	A.
	Using the high-low method, calculate the variable rate per machine hour for the utility cost.

	B.
	Using the high-low method, calculate the fixed cost of utilities.

	C.
	Construct a cost formula for total utility cost.

	D.
	Estimate the cost of utilities if 2,425 machine hours are used.



	ANSWER:  
	
	A.
	($34,712 − $29,980)/(2,710 − 2,150) = $8.45 per machine hour

	 
	 

	B.
	$34,712 − ($8.45 × 2,710) = $11,812.50

	 
	 

	C.
	Total utility cost = $11,812.50 + ($8.45 × no. of machine hours)

	 
	 

	D.
	Total utility cost
	= $11,812.50 + ($8.45 × 2,425)

	 
	 
	= $11,812.50 + $20,491.25 = $32,303.75







Sydney Company makes weather balloons. The company controller wanted to calculate the fixed and variable costs associated with the maintenance costs incurred by the factory. Data for the past six months were collected.

	 
	Maintenance
	Machine

	Month
	cost
	hours

	January
	$10,120
	526

	February
	9,560
	389

	March
	9,712
	412

	April
	10,460
	569

	May
	10,226
	541

	June
	9,686
	399



Required:
	A.
	Using the high low method, calculate the fixed cost of maintenance and the variable rate per machine hour.

	B.
	Using the high low method, construct the cost formula for the total maintenance cost.

	C.
	Calculate the budgeted cost for maintenance assuming that 700 hours are worked next month.



	ANSWER:  
	
	A.
	($10,460 − $9,560)/(569 − 389) = $5.00 per machine hour

	 
	 

	 
	$10,460 − ($5.00 × 569) = $7,615 fixed cost

	 
	 

	B.
	Total maintenance cost = $7,615 + ($5.00 × no. of machine hours)

	 
	 

	C.
	$11,115 = $7,615 + ($5.00 × 700)




	
	

	
	

	
	

	
	

	
	



Break Even

The HandyTool Manufacturing Company produces the following three products:

	 
	Hammers
	Screwdrivers
	Saws

	Selling price per unit
	$40
	$16
	$50

	Variable costs per unit
	  28
	  12
	  30

	Contribution per unit
	$12
	$  4
	$20



Fixed costs are $76,000 per year.
Of all units sold, 50% are hammers, 30% are screwdrivers, and 20% are saws.

Required: Calculate the following values:
	A.
	Break-even point in total units

	B.
	Number of hammers that will be sold at break-even

	C.
	Total sales in units to obtain a before-tax profit of $19,000



	ANSWER:  
	
	A.
	Ave. CM/unit = ($12 × 0.5) + ($4 × 0.3) + ($20 × 0.2) = $11.20

	 
	$76,000/$11.20 = 6,786 units of hammers, screwdrivers, and saws

	 
	 

	B.
	6,786 × 0.5 = 3,393 hammers

	 
	 

	C.
	($76,000 + $19,000)/$11.20 = 8,482 units




	
	

	
	

	
	

	
	

	
	






	Income statements for two different wineries are as follows:

	 
	White Wine Company
	Red Wine Company

	Sales
	$400,000
	$400,000

	Less: Variable costs
	  300,000
	  200,000

	Contribution margin
	$100,000
	$200,000

	Less: Fixed costs
	    50,000
	  150,000

	Operating income
	$  50,000
	$  50,000



	A.
	Calculate the degree of operating leverage for each firm.

	B.
	Calculate the margin of safety in dollars for each firm.

	C.
	Determine the operating income for each firm if sales increase by 20%.



	ANSWER:  
	
	A.
	White Wine Company: $100,000/$50,000 = 2

	 
	Red Wine Company: $200,000/$50,000 = 4

	 
	 

	B.
	White Wine Company:

	 
	Break-even sales = $50,000/($100,000/$400,000) = $200,000

	 
	Margin of safety = $400,000 − $200,000 = $200,000

	 
	 

	 
	Red Wine Company:

	 
	Break-even sales = $150,000/($200,000/$400,000) = $300,000

	 
	Margin of safety = $400,000 − $300,000 = $100,000

	 
	 

	C.
	White Wine Company:

	 
	Increase in net income = (.20 × 2) × $50,000 = $20,000

	 
	Net income = $50,000 + $20,000 = $70,000

	 
	 

	 
	Red Wine Company:

	 
	Increase in net income = (.20 × 4) × $50,000 = $40,000

	 
	Net income = $50,000 + $40,000 = $90,000




	
	

	
	

	Job Order Costing
	


	
	Kilo Company has a job-costing system. The following items appeared in the work-in-process account during January of the current year:

	January 1 balance
	$  20,000

	Materials placed into production
	?

	Direct labour (4,000 hours)
	$120,000

	Factory overhead applied
	$  96,000

	Cost of goods manufactured
	$400,000

	January 30 balance
	$  16,000



Kilo applies overhead to production on the basis of direct labour hours. Job XX, the only job in process on January 30, has been charged $10,600 materials cost and has 100 labour hours of direct labour time assigned to it.

Required:
	A.
	Determine the predetermined factory overhead rate for Kilo Company.

	B.
	Determine the amounts of materials, direct labour, and factory overhead included in the January 30 work in process.

	C.
	Determine the amount of materials placed into production during January.



	
ANSWER:  
	
	A.
	Factory overhead rate = $96,000/4,000 = $24 per direct labour hour

	 
	 

	B.
	Costs assigned to Job XX:

	 
	 
	Materials
	$10,600

	 
	 
	direct labour (100 × $30*)
	3,000

	 
	 
	factory overhead applied (100 × $24)
	    2,400

	 
	 
	work in process, February 28
	$16,000

	 
	 
	 

	 
	 
	* $120,000/4,000 = $30 per hour

	 
	 
	 

	C.
	$X + $120,000 + $96,000 + $20,000 − $16,000 = $400,000

	 
	X = $180,000







Giant Company is a job-order costing company that produces customized bicycles. During the month of October, Giant had three jobs in-process, Job 50cm, Job 56cm, and Job 60 cm. By the end of the month, all three jobs had been completed, with Job 60cm being sold for $484.50. The following costs belong to each job:

	 
	Job 50cm
	Job 56cm
	Job 60cm

	Direct Materials
	$  90
	$  85
	$  95

	Direct Labour
	100
	110
	95

	Applied Overhead
	  140
	  154
	  133

	Total
	$330
	$349
	$323



	A.
	Overhead is applied based on direct labour dollars. What is the overhead rate?

	B.
	What rate does Giant use to price its jobs?

	C.
	What is the gross margin on Job 60cm?



	ANSWER:  
	
	A.
	$140/$100 = 1.40 = 140% of direct labour cost (This was using Jobs 50cm, Job 56cm & Job 60cm result in the same answer.)

	 
	 

	B.
	$484.50/$323 = 1.5 Giant prices its jobs at cost plus 50%.

	 
	 

	C.
	$484.50 − $323 = $161.50




	
	

	
	




	
	





Activity Based Costing

Lauren’s Volleyball Company produces two types of volleyballs:  Volleylite and Official Game. Both products pass through two producing departments. The Official Game production is much more labour-intensive than the Volleylite. The Volleylite is also more popular. The following data have been gathered for the two products:

	Product Data

	 
	Official Game
	Volleylite

	Units produced per year
	20,000
	200,000

	Machine hours
	10,000
	40,000

	Packing orders
	30,000
	30,000



Lauren’s Volleyball has decided to used activity-based costing and has developed two types of activities, machine related (based on machine hours), and other overhead (based on packing orders). Machine-related costs equal $160,000. Other overhead costs equal $240,000.

	A.
	Calculate the activity rate for machine-related costs based on machine hours.

	B.
	Calculate the activity rate for other overhead costs based on packing orders.

	C.
	Using the two activity rates, calculate the overhead cost per unit for Official Game.

	D.
	Using the two activity rates, calculate the overhead cost per unit for Volleylite.



	ANSWER:  
	
	A.
	Machine-related rate = $160,000/(10,000 + 40,000) = $3.20 per machine hour

	 
	 

	B.
	Other overhead rate = $240,000/(30,000 + 30,000) = $4.00 per packing order

	 
	 

	C.
	Overhead cost per unit for Official Game
	= [($3.20 × 10,000) +

	 
	 
	      ($4 × 30,000)]/20,000 = $7.60

	 
	 

	D.
	Overhead cost per unit for Volleylite
	= [($3.20 × 40,000) +

	 
	 
	     ($4 × 30,000)]/200,000 = $1.24






Randy Candy Company produces candy sticks (hooked and straight). Both products pass through two producing departments. The hooked stick’s production is much more labour-intensive than the straight stick. The straight stick is also more popular. The following data have been gathered for the two products:

	Product Data

	 
	Hooked
	Straight

	Units produced per year
	200,000
	2,000,000

	Direct labour hours
	10,000
	40,000

	Machine hours
	10,000
	70,000



Total overhead costs equal $400,000. Randy Candy applies overhead based on direct labour hours.

	A.
	Calculate the plantwide overhead rate based on direct labour hours.

	B.
	Using the plantwide overhead rate, calculate the overhead cost per unit for hooked sticks.

	C.
	Using the plantwide overhead rate, calculate the overhead cost per unit for straight sticks.

	D.
	Recalculate the plantwide overhead rate assuming Randy Candy Company applies overhead based on machine hours.

	E.
	Assuming the prime costs for hooked sticks $0.47, what is the total cost using the overhead rate developed in part A?

	F.
	Assuming the prime costs for hooked sticks $0.47, what is the total cost using the overhead rate developed in part D?



	ANSWER:  
	
	A.
	Plantwide overhead rate = $400,000/50,000 = $8 per direct labour hour

	B.
	Overhead cost per unit hooked sticks = ($8 × 10,000)/200,000 = $0.40 per unit

	C.
	Overhead cost per unit straight sticks = ($8 × 40,000)/2,000,000 = $0.16 per unit

	D.
	Plantwide overhead rate = $400,000/80,000 = $5 per machine hour

	E.
	$0.47 + $0.40 = $.87

	F.
	Overhead cost per unit hooked sticks = ($5 × 10,000)/200,000 = $0.25

	 
	$0.47 + $0.25 = .72







Budgeting 

Calino Company developed the following data for the month of August.

	1.
	August 1 cash balance $12,300.

	2.
	Cash sales in August $80,000.

	3.
	Credit sales for August are $30,000; for July $40,000; and for June $40,000. 
70% of credit sales are collected in the month of sale, 15% in the following month, and 10% in the second month following the sale.

	4.
	Purchases for July were $50,000 and for August are $40,000. One-fourth of purchases are paid in the month of purchase, and the remaining three-quarters in the following month.

	5.
	August salaries are $31,400, utilities are $3,220, and depreciation on the building and equipment is $10,000.



	A.
	What are the anticipated cash receipts from accounts receivable in August?

	B.
	What is the anticipated total cash available from all sources in August?

	C.
	What are the August cash payments for purchases made in July and August?

	D.
	What is the anticipated cash balance on August 31?



	ANSWER:  
	
	A.
	August cash receipts from accounts receivable = $31,000

	B.
	August anticipated total cash available from all sources = $123,300

	C.
	August cash payments for purchases = $47,500

	D.
	[bookmark: _GoBack]Anticipated cash balance on August 31 = $41,180



Accounts receivable payments to be received in August from sales in:

	June ($40,000 × 0.10)
	$  4,000

	July ($40,000 × 0.15)
	6,000

	August ($30,000 × 0.70)
	  21,000

	   Total
	$31,000


Cash budget for August:
	Beginning balance
	 
	$  12,300

	Cash sales
	80,000
	 

	Payments from Accounts Receivable
	31,000
	  111,000

	Cash available
	 
	$123,300

	Payments on July purchases ($50,000 × 0.75)
	37,500
	 

	Payments on August purchases ($40,000 × 0.25)
	10,000
	 

	Salaries
	31,400
	 

	Utilities
	3,220
	 

	Total disbursements
	 
	    82,120

	Cash balance, August 31
	 
	$  41,180






Miller Corporation has the following sales budget for the first four months of the current year:

	Month
	Sales

	January
	$400,000

	February
	  320,000

	March
	  440,000

	April
	  360,000



Historically, the following trend has been established regarding cash collection of sales:

65% in month of sale
25% in month following sale
8% in second month following sale
2% uncollectible

The company allows a 2% cash discount for payments made by customers during the month of the sale. November and December sales were $400,000 and $240,000, respectively.

Required: Prepare a schedule of budgeted cash collections from sales for January, February, and March.
	

ANSWER:  
	


	 
	 
	January
	February
	March

	November
	($400,000)
	$  32,000
	 
	 

	December
	($240,000)
	60,000
	$  19,200
	 

	January
	($400,000)
	254,800
	100,000
	$  32,000

	February
	($320,000)
	 
	203,840
	80,000

	March
	($440,000)
	              
	              
	  280,280

	Total cash collections
	$346,800
	$323,040
	$392,280






Variances
MacDowell Company manufactures 100 kg bags of fertilizer that have the following unit standard costs for direct materials and direct labour:

	Direct materials (100 kg @ $1.00 per kilogram)
	$100.00

	Direct labour (0.5 hours at $24 per hour)
	    12.00

	Total standard direct cost per 100 kg bag
	$112.00



The following activities were recorded for October:

	•
	1,000 bags were manufactured.

	•
	95,000 kg of materials costing $76,000 were purchased.

	•
	102,500 kg of materials were used.

	•
	$12,000 was paid for 475 hours of direct labour.



There were no beginning or ending work-in-process inventories.

Required:
	A.
	Compute the direct materials variances.

	B.
	Compute the direct labour variances.

	C.
	Give possible reasons for the occurrence of each of the preceding variances.



	ANSWER:  
	
	A.
	Material price variance:

	 
	[$76,000 − (95,000 × 1.00)] = $19,000 F

	 
	 

	 
	Material usage variance

	 
	[102,500 − 1,000(100)] × 1.00 = $2,500 U

	 
	 

	B.
	Labour rate variance

	 
	[$12,000 − (475 hrs. × $24)] = $600 U

	 
	 

	 
	Labour efficiency variance

	 
	[(0.5 × 1,000) − 475 hrs.]$24 = $600 F

	 
	 

	C.
	All of the material price variances could be caused by out-of-date or inappropriate standards. Other potential reasons could be that the firm could be purchasing in larger quantities (larger quantity discounts), purchasing lower grade materials, or that the supplier could be forced to offer a lower price due to the economics of their product.

	 
	 

	 
	Material usage variance:

	 
	Low-quality materials; lower skilled workers; less efficient machines; low employee morale.

	 
	 

	 
	Labour rate variance:

	 
	Higher skilled workers; longer tenured workers with higher wages.

	 
	 

	 
	Labour efficiency variance:

	 
	The firm could be using a more experienced work force than desired.







Shoppers Pharmacy operates a home delivery service for more than 2,000 home-bound clients. Shoppers has a fleet of vehicles and has invested in a sophisticated computerized communications system to coordinate its deliveries. Shoppers has gathered the following data on last year’s operations:

	Deliveries made:
	22,000

	Direct labour:
	15,500 delivery hours at $8 per hour

	Actual variable overhead:
	$150,000



Shoppers uses a standard costing system. During the year, the following variable overhead rate was used: $8.25 per delivery hour. The labour standard requires 0.80 hour per delivery.

Compute the variable overhead spending variance and the variable overhead efficiency variance.
	ANSWER:  
	
Variable overhead analysis:

	VOH spending variance
	= AVOH − (SVOR × AH)

	 
	= $150,000 − ($8.25 × 15,500)

	 
	= $150,000 − $127,87

	 
	= $22,125 U



	VOH efficiency variance
	= (AH − SH)SVOR

	 
	= (15,500 − 17,600)$8.25

	 
	= $17,325 F



where SH = 0.80 × 22,000






Bigton Company uses a standard costing system. The following monthly cost functions apply to its manufacturing overhead items:

	Overhead Item
	Cost Function

	Indirect materials
	$0.80 per DLH

	Indirect labour
	$1.00 per DLH

	Utilities
	$0.40 per DLH

	Insurance
	$8,000

	Depreciation
	$32,000



Information for the month of November is as follows:

	Actual overhead costs incurred:
	 

	   Indirect materials
	$20,800

	   Indirect labour
	24,000

	   Utilities
	9,600

	   Insurance
	8,800

	   Depreciation
	  32,000

	      Total
	$95,200

	 
	 

	Actual direct labour hours worked
	24,000

	Standard direct labour hours allowed for production achieved
	27,000



Bigton uses expected capacity to calculate standard overhead rates. The monthly expected capacity is 25,000 hours.

	A.
	Calculate the following standard overhead rates based upon expected capacity:

	 
	 
	Variable overhead rate

	 
	 
	Fixed overhead rate

	 
	 
	Total overhead rate

	 
	 

	B.
	Calculate the following variances:

	 
	   Variable overhead spending variance

	 
	   Variable overhead efficiency variance

	 
	   Fixed overhead spending variance

	 
	   Fixed overhead volume variance



	ANSWER:  
	
	A.
	Variable overhead rate = $0.80 + $1.00 + $0.40 = $2.20 per DLH

	 
	Fixed overhead rate = ($8,000 + $32,000)/25,000 = $1.60 per DLH

	 
	Total overhead rate = $2.20 + $1.60 = $3.80 per DLH

	 
	 

	B.
	Variable overhead spending variance:

	 
	AVOH − SVOR × AH
	= ($20,800 + $24,000 + $9,600) −

	 
	 
	          (24,000 hours × $2.20)

	 
	 
	= $54,400 − $52,800

	 
	 
	= $1,600 U

	 
	 

	 
	Variable overhead efficiency variance:

	 
	(AH − SH)SVOR
	= (24,000 − 27,000)$2.20

	 
	 
	= $6,600 F

	 
	 

	 
	Fixed overhead spending variance:

	 
	AFOH − BFOH
	= ($40,800 − $40,000)

	 
	 
	= $800 U

	 
	 

	 
	Fixed overhead volume variance:

	 
	BFOH − SH × SFOR
	= [$40,000 − (27,000 hours × $1.60)]

	 
	 
	= $3,200 F






Chapter 13 Questions

Senior Company currently buys 30,000 units of a part used to manufacture its product at $40 per unit. Recently the supplier informed Senior Company that a 20% increase will take effect next year. Senior has some additional space and could produce the units for the following per-unit costs (based on 30,000 units):

	Direct materials
	$16

	Direct labour
	12

	Variable overhead
	12

	Fixed overhead
	  10

	Total
	$50



If the units are purchased from the supplier, $200,000 of fixed costs will continue to be incurred. In addition, the plant can be rented out for $20,000 per year if the parts are purchased externally.

Required: Should Senior Company buy the part externally or make it internally?
	ANSWER:  
	
Produce internally; it saves $120,000. ($1,620,000 − $1,500,000)

	If purchased externally:
	 

	Purchase price (30,000 × $40 × 1.20)
	$1,440,000

	Fixed costs
	200,000

	Rent received
	    (20,000)

	Net cost to purchase
	$1,620,000

	 
	 

	If produced internally:
	 

	Cost to produce (30,000 × $50)
	$1,500,000






Polar Company produces two types of gears, Simple Gears and Deluxe Gears, with unit contribution margins of $2 and $5, respectively. Each gear must spend time on a special machine. The firm owns 10 machines that together provide 25,000 hours of machine time per year. Each Simple Gear requires 0.10 hours of machine time; each Deluxe Gear requires 0.4 hours of machine time.

	A.
	What is the contribution margin per hour of machine time for each Simple Gear? And for each Deluxe Gear?

	B.
	If Polar faces only the production constraint (25,000 hours of machine time), how many units of Simple Gears should be produced? And how many units of Deluxe Gears? What is the total contribution margin from this product mix?

	C.
	Now suppose that Polar cannot sell more than 200,000 units of each type of gear. How many units of Simple Gears should be produced? And how many units of Deluxe Gears? What is the total contribution margin from this product mix?



	ANSWER:  
	
	A.
	 
	Simple Gear
	Deluxe Gear

	 
	Contribution margin per unit
	$  2.00
	$  5.00

	 
	Hours of machine time
	    0.10
	    0.40

	 
	Contribution margin per hour of machine time
	$20.00
	$12.50

	 
	 

	B.
	Since each Simple Gear has the higher contribution margin per hour of the scarce resource, Polar should produce only Simple Gears and no Deluxe Gears.

	 
	 

	 
	Simple Gear units = 25,000/0.10 = 250,000

	 
	Deluxe Gear units = 0

	 
	 

	 
	Total contribution margin = $2(250,000) = $500,000

	 
	 

	C.
	Simple Gear units = 200,000

	 
	Remaining machine time = 25,000 hours − (200,000 × 0.1) = 5,000 machine hours

	 
	Deluxe Gear units = 5,000/0.4 = 12,500

	 
	Total contribution margin = $2(200,000) + $5(12,500) = $462,500







Roberts Company produces two types of gears, Gear A and Gear B, with unit contribution margins of $6 and $8, respectively. Each gear must spend time on a special machine. The firm owns five machines that together provide 12,000 hours of machine time per year. Gear A requires 12 minutes of machine time; Gear B requires 24 minutes of machine time.

	A.
	What is the contribution margin per hour of machine time for Gear A? And for Gear B?

	B.
	If Roberts faces only the production constraint (12,000 hours of machine time), how many units of Gear A should be produced? And how many units of Gear B? What is the total contribution margin from this product mix?

	C.
	Now suppose that Robert cannot sell more than 45,000 units of each type of gear. How many units of Gear A should be produced? And how many units of Gear B? What is the total contribution margin from this product mix?



	ANSWER:  
	
	A.
	 
	Gear A
	Gear B

	 
	Contribution margin per unit
	$  6.00
	$  8.00

	 
	Hours of machine time
	    0.20
	    0.40

	 
	Contribution margin per hour of machine time
	$30.00
	$20.00

	 
	 

	B.
	Since Gear A has the higher contribution margin per hour of the scarce resource, Roberts should produce only Gear A and no Gear B.

	 
	 

	 
	Gear A units = 12,000/0.20 = 60,000

	 
	Gear B units = 0

	 
	 

	 
	Total contribution margin = $6(60,000) = $360,000

	 
	 

	C.
	Gear A units = 45,000

	 
	 

	 
	Remaining machine time = 12,000 hours − (45,000 × 0.2) = 3,000 machine hours

	 
	 

	 
	Gear B units = 3,000/0.4 = 7,500

	 
	Total contribution margin = $6(45,000) + $8(7,500) = $330,000







One Kings Lane Corporation manufactures a single product with the following unit costs for 10,000 units:

	Direct materials
	$  75

	Direct labour
	40

	Factory overhead (40% variable)
	90

	Selling expenses (60% variable)
	30

	Administrative expenses (20% variable)
	    15

	Total per unit
	$225



Recently, a company approached One Kings Lane Corporation about buying 2,000 units for $250. Currently, the models are sold to dealers for $450. One Kings Lane’s capacity is sufficient to produce the extra 3,000 units. No additional selling expenses would be incurred on the special order.

Required:
	A.
	What is the profit earned by One Kings Lane on the original 10,000 units?

	B.
	Should One Kings Lane accept the special order if its goal is to maximize short-run profits? How much will income be affected?

	C.
	Determine the minimum price One Kings Lane would want to receive in order to increase profits by $7,500 on the special order.

	D.
	When making a special order decision, what qualitative aspects of the decision should One Kings Lane Corporation consider?



	ANSWER:  
	
	A.
	Sales (10,000 × $450)
	$4,500,000

	 
	Less: costs (10,000 × $250)
	  2,500,000

	 
	Net income
	$   2,000,000

	 
	 

	B.
	Yes, profit will increase by:

	 
	 

	 
	Increase in sales (2,000 × $250)
	$   500,000

	 
	Less:
	 

	 
	    Increase in direct materials (2,000 × $75)
	(150,000)

	 
	    Increase in direct labour (2,000 × $40)
	(80,000)

	 
	    Increase in var. overhead (2,000 × $90 × 0.40)
	(72,000)

	 
	    Increase in var. selling (2,000 × $30 × 0.60)
	(36,000)

	 
	    Increase in var. adm. (2,000 × $15 × 0.20)
	      (6,000)

	 
	Increase in profits
	$     156,000

	 
	 

	C.
	$75 + $40 + ($90 × 0.40) + ($30 × 0.60) + ($15 × 0.20) + ($15,000/2,000)

	 
	     = $179.50 per unit

	 
	 

	D.
	What is the impact on regular customers?

	 
	Will regular customers demand a similar price?

	 
	Do we have the capacity to produce the extra units?

	 
	Will we lose some regular customers?

	 
	Will we be penetrating new markets?

	 
	 







