P151160 Sealy G – PD02 A3 1 		M2X9399 
 HOLDING COST % ESTIMATE
 
			% of unit cost
________________________________
Cost of money 			1-3
Storage space			1-3
Loss and Obsolescence		0-3
Handling			1-2
Administration			1-2
Insurance			1-2
				___
TOTAL				5-15
________________________________

The below is the holding cost for plywood in my organisation with a cost of 15.00 per sheet.

Cpl Sealy is the Logistics Specialist for 26 Field Squadron. He earns £32,00 a year. He has a budget of £5000 for procurement and a further £1000 for shipping and £500 for other employment cost. In a typical month Cpl Sealy places 10 orders. When the stock arrives, there is a damage inspection that costs about £5.00 an order. The cost of borrowing money is at 2%.the obsolescence rate is 1%and insurance and other costs average at 2%.

[bookmark: _Hlk510787516]The total number of orders a year: 12x10= 120
· Salary: £32,000 /120= £266.67 an order
· Employment cost: £500/120= £4.17 an order
· Expenses: £5000/120= £41.67 an order
· Inspection= £5.00 an order
HOLDING COSTS
· Borrowing: 2%
· Obsolescence: 1%
· Insurance and taxes: 2%
Holding cost is 2+1+2= 5% of inventory value a year.
Inventory value per year: £15.00 x 120= £1800
So, the holding cost for plywood is: £1800x5%= £90
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