AUDIT TRAIL

JAMEDSPUR INC AIRLINE PROFIT MODEL

· Objective
Jamedspur Inc is an airline company which runs two flights daily from Mumbai to New York where each flight runs from their respective location. They work 360 days which consists of 90 days of each quarter; however, they offer two travel class one is Business class and another one is Economy class Usually they considered Q2 and Q3 as their peak season where they increase the fare price and Q1 and Q4 as their Non-peak season
The purpose of the project is to accomplish the calculations of the following:
· The average profit per occupied seat over all flights for each class respectively
· Annual profit margin for respective class
· The profit or loss for each flight over the 1 year (considering business and Economic Class)

· Data
Airline company has provided the following data:
· Fare price during Peak and Non-peak season
· Distance between Mumbai and New York in miles and cost of fuel per litre
· Overhead cost which consists of ground crew salaries, maintenance of the aircraft, insurance and other costs 
· Environmental tax which is 25% of the total income
· Lease of $200 million for each aircraft at 5% fixed interest rate over the 25 years 
· They have provided the table of wind speed factor which shows effect on fuel 
· No of crews and cabin attendants and their salary per annum
· Airport fees charged from each flight 

· Assumption

· All the data are correct given by the airline company
· Economy class tickets size will always be greater than Business class
· There will no change in the tax rate 
· There will be no more than 2 flights during the day 
· Interest payment is assumed to be 5% on lease payment 
· Inflation rate is assumed to be zero throughout the period
· Cost of the fuel will not change during the year
· The airline will operate 360 days and 90 quarter 
· Ticker size will be fixed during the non-seasonal period
· No other cost should be taken into account
· Cost of ticker price is not dependent on age of the person
· There will be no policy making or changes from the Government point of view during the year 
· There will be no increment in the salaries of the crew members during the year 
· Currency amount will not fluctuate it will remain as 1$ =100(currency risk)
· There will be no change in the overhead cost and airport fees 

· Parameters
This worksheet provides list of all the parameters in sheet 2, which is used for the calculation purpose

· Calculation Sheet 
Cost of flights of Business and Economic Class in cells B2 and B3 where it considers percentage of total cost 
The given data is copy pasted in cells A6:G726 from Data sheet

· Revenue Calculation 
In cell N7 and O7 we have calculated the fare price of business and economy class according to the peak (Q2 & Q3) and non-peak season (Q1 &Q4)
The formula used in the cell is IF condition with placing (OR) statement of peak season, where if it is peak season then it will multiply the number of tickets with the fare price of that ticket otherwise vice versa which is drag to N726 and O726
Then total revenue is calculated by adding the business class cell N7 and economy class O7 in cell P7 by using the sum function and drag to last level of P726.

· Cost calculation 
Overhead cost is taken from the data in cell R7, then in cell S7 airport fees is calculated on the basis of given condition that if the number is even, then the flight is from the Mumbai to New York otherwise it is from New York to Mumbai if the number is odd 
The formula used in the cell is (if condition) with (ISEVEN) where it says that if condition is true then the flight is from Mumbai otherwise it is from New York 
Now coming to the part of fuel costing where we have used the table which is given in the DATA sheet, where table name is fuelcost_table by using the name manger, which includes the wind speed and the effect on the fuel price because of that  
So, in cell T8 we have used the formula of (if condition) where we have said that if cell G7 is equal to particular wind speed then using the function of VLOOKUP match that speed from column 1, and if the condition is true according to the table, then we have multiplied total fuel cost from the parameter sheet with VLOOKUP function to match again with the wind speed from the table of column 2 to get the answer otherwise if the condition is not matched then it will be zero
In cell U7 we have calculated the environmental tax rate which was 25% of total income from each flight 
Now coming to the part of salary column where we have calculated the salary of the crew which they will get after each flight
Since, each crew member can fly once after 3 days meaning that we cannot use the same crew member that we have used on Monday for next 3 days 
So, there will be requirement of total 6 pilots during 3 days and 48 cabin attendants with their respective salary where total member during these 3 days equals to 60, All this calculation has performed in “Parameters Sheet”
And finally lease payment of $200 million is calculated on parameter sheet where the reference is taken on cell W7 
In cell X7 we have added the total cost by using the sum function of cells R7:W7 and we got the total cost which was there for the individual flight.

· Reasonableness Checks
For check we are seeing that the given data is correct or not. In cell L7 and cell L8 we have checked the number of customers of each class so for Business class it should be less than equal to 30 and for the Economy class it should be less than or equal to 240. Hence, by using the formula it seems valid and correct 
Now coming to the second check,
Where the windspeed data is being checked whose values should lie between -3 to 3 by looking from the given table, so the outcome is valid and true which is shown in cell L10 

· Calculations
In cell X7 &AA7 we have calculated the individual profit or loss for the Business and economy class by using the revenue of each individual class subtracted by total cost of the flight which is (N7-$X7) for the business class and (O7 -$X7) for the economy class
Now coming to the part of cost consideration for the business and economy class
So, in cell AC7 & AD7 we have used the formula by multiplying percentage of cost to the total cost.
Therefore, by doing this we have calculated the average profit for both class per occupied seat by using the formula which is revenue subtracted by cost consideration of both classes divided by the Individual ticket size in cell AF & cell AG.
Now, we have calculated profit margin in cell AO &AP given that in cell AK7 & AL7 calculated price per ticket size on the basis of (if function) where we have chosen that if cell B7 is equal to peak season then that season is divided by the individual class per ticket size otherwise it will divided by the non-peak season per ticket size. Lastly the formula used in cell AO & AP is average profit/price consideration.







