P151160 Sealy G – PD02 A3 2		M2X9399 
 DRRE PD02 A3 2
 
Widget cost: £100
Annual Demand: 240
Cost to order: £10
Cost to hold: £2 or 2% of £100

EOQ
C= £10			square root of 2x10x240/£2= 48.9 or 49
A= 240
H= £2
ORDERS TIMES PER YEAR
A= 240		240/49 = 4.89 OR 5 
Q= 49
QUANTITY EACH ORDER
Number of orders per year= 5		240/5= 48
Annual Demand= 240

[bookmark: _GoBack]If a proper Cost to Hold is applied as shown in the example on page 257 the widget that LCpl Smith is holding at a cost to hold of £2.00 maybe more expensive due to the additional percentages that the money used for procurement, obsolescence, insurance and taxes maybe more alongside any further expenses or inspections that may be required for the reordering on the item.
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