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Understanding inventory transactions is essential for accurate financial reporting and effective business
management. In this article, we delve into the specific case of Adidea Corp., which purchased 100 units at
$15 each, sold 30 units at $25 each, and then calculated 50 percent of the remaining inventory. We will
explore the implications of these transactions, methods for calculating cost of goods sold (COGS), gross profit,

and the remaining inventory value, providing a comprehensive overview of inventory management and

accounting principles.

Overview of the Transactions

Before analyzing the financial impact, it is important to understand the sequence of transactions:

Initial Purchase

¢ Quantity acquired: 100 units
o Purchase price per unit: $15

o Total cost of inventory: 100 units x $15 = $1,500

Sale of Units

e Units sold: 30 units
e Selling price per unit: $25

e Total revenue from sale: 30 units x $25 = $750



Remaining Inventory

¢ Units remaining after sale: 70 units (100 - 30)

¢ Value of remaining inventory depends on the accounting method used

Accounting Methods for Inventory Valuation

The valuation of remaining inventory and the calculation of COGS depend on the inventory accounting

method adopted by Adidea Corp. The two most common methods are:

First-In, First-Out (FIFO)

This method assumes the earliest purchased inventory is sold first. Remaining inventory consists of the

most recent purchases.

Weighted Average Cost

This method averages the cost of all units available for sale and applies this average to both COGS and

ending inventory.

For clarity, we will analyze both methods to understand their impact on financial statements.

Calculations Under Different Inventory Methods

Using FIFO Method

1. Cost of Goods Sold (COGS):

o First 30 units sold are from the earliest inventory at $15 per unit



o COGS = 30 units x $15 = $450

2. Remaining Inventory:
o 70 units remaining, all valued at $15 per unit (since FIFO assumes earliest units are sold first)

o Remaining inventory value = 70 x $15 = $1,050

3. Gross Profit:
o Total sales revenue: $750
o Less COGS: $450

o Gross profit = $750 - $450 = $300

Using Weighted Average Cost Method

1. Calculate Average Cost per Unit:
o Total cost of inventory: $1,500
o Total units available: 100

o Average cost per unit = $1,500 / 100 = $15

2. COGS:

o 30 units sold x $15 = $450



3. Remaining Inventory:

o 70 units x $15 = $1,050

4. Gross Profit:
o Total revenue: $750
o Less COGS: $450

o Gross profit = $300

Both methods yield the same gross profit and inventory valuation in this scenario because the purchase

price remains constant at $15 per unit.

Impact of Selling Price and Inventory Cost

The sale price per unit at $25 provides a gross profit margin of:

- Gross profit per unit: $25 - $15 = $10
- Gross profit percentage: ($10 / $25) x 100 = 40%

This indicates healthy profitability for Adidea Corp., assuming all units are sold at this price. The profit from

the 30 units sold can be summarized as:
- Total profit: 30 units x $10 = $300

The company’s ability to maintain such margins depends on controlling costs and pricing strategies.

Calculating 50 Percent of Remaining Inventory

The phrase "50 Percent of at least 1000 words" suggests an emphasis on understanding how much
inventory remains after the sale, or possibly a strategic focus on analyzing half of the remaining inventory.

If we interpret this as calculating 50% of the remaining inventory value:



- Remaining inventory units: 70
- At FIFO or average cost: each unit at $15

- Total remaining inventory value: $1,050

Half of this inventory value would be:
- 50% of $1,050 = $525

This amount represents the value of 35 units (since 35 x $15 = $525). Such analysis can help in planning

inventory replenishment or assessing the inventory’s liquidity.

Implications for Financial Reporting and Business Strategy

Understanding these calculations is critical for several reasons:

1. Accurate Financial Statements: Properly calculating COGS and inventory valuation ensures accurate

income statements and balance sheets.

2. Profitability Analysis: Gross profit margins help assess the effectiveness of pricing strategies and cost

management.

3. Inventory Management: Knowing the remaining inventory value guides decisions on stock

replenishment and sales strategies.

4. Tax Planning: Inventory valuation impacts taxable income, influencing tax obligations.

Adidea Corp. can leverage these insights to optimize its inventory turnover, pricing, and profitability.

Conclusion

In summary, Adidea Corp.’s purchase and sale transactions demonstrate fundamental inventory accounting
principles. Whether employing FIFO or the weighted average method, the calculations lead to consistent
results in this scenario, with a gross profit of $300 and remaining inventory valued at $1,050. The strategic
consideration of inventory proportion—such as analyzing 50% of the remaining units—further aids in
operational planning. Accurate inventory management and understanding of these concepts are vital for
sustaining profitability and ensuring transparent financial reporting. By applying these principles, Adidea

Corp. can continue to make informed decisions that support its growth and financial health.



Frequently Asked Questions

What is the total cost of the 100 units purchased by Adidea Corp. at $15

each?

The total cost is 100 units $15 = $1,500.

How much revenue did Adidea Corp. generate from selling 30 units at
$25 each?

The revenue from selling 30 units is 30 $25 = $750.

What is the remaining inventory after selling 30 units?

Remaining units are 100 - 30 = 70 units.

What is the profit made per unit sold at $25, considering the purchase
price?

Profit per unit is $25 - $15 = $10.

What is the total profit from the sale of 30 units?

Total profit is 30 units $10 = $300.

Additional Resources

Adidea Corp. Purchase and Sale Analysis: A Detailed Review

When examining the financial activities of Adidea Corp., particularly their recent purchase and subsequent
sale of inventory, it provides valuable insights into their operational strategy, profitability, and market
approach. The company's decision to acquire 100 units at $15 each and then sell 30 units at $25 each
demonstrates a tactical move that warrants a comprehensive review from an investor, analyst, or business
strategist's perspective. This article delves into the specifics of these transactions, evaluating their

implications, analyzing profitability, and exploring the broader context within which they occurred.



Overview of Adidea Corp.'s Purchase and Sale Transactions

Adidea Corp.'s recent activity involved acquiring a sizable inventory and selectively liquidating part of it at
a profit. Specifically, the company bought 100 units at a cost of $15 each, totaling an initial investment of
$1,500. Later, they sold 30 units at a price of $25 each, earning revenue of $750 from this segment alone.
The mention of "And 50 Percent" appears to suggest either a profit margin, a reduction in inventory, or a
specific percentage-based strategy, which we'll interpret and analyze further in the context of their overall

operations.

Details of the Purchase

The initial purchase of 100 units at $15 each reflects a strategic procurement decision. At a total cost of
$1,500, this acquisition likely aimed to stock a product expected to appreciate in market value or fulfill

demand within the company's sales channels.

Features and Considerations of the Purchase:

- Unit Cost: $15 per unit, which offers a baseline for analyzing profitability.

- Total Investment: $1,500 for 100 units.

- Potential for Bulk Discount: If applicable, purchasing in bulk could have reduced per-unit costs, enhancing
margins.

- Inventory Strategy: Holding 100 units suggests an optimistic outlook on sales volume or inventory

management efficiency.

Pros of the Purchase:
- Opportunity to capitalize on market demand.
- Potential for high-profit margins if selling prices exceed purchase costs.

- Flexibility in sales strategy—selling units in parts or as a whole.
Cons of the Purchase:
- Risk of unsold inventory if demand diminishes.

- Capital tied up in inventory, affecting liquidity.

- Market fluctuations could impact future sale prices.

Details of the Sale

The sale of 30 units at $25 each generated revenue of $750. Selling at a higher price than the purchase price

indicates a profitable transaction, assuming no additional costs are involved.

Features and Considerations of the Sale:



- Unit Sale Price: $25 per unit.
- Profit Margin per Unit: $25 - $15 = $10.
- Total Revenue from Sale: $750.

- Gross Profit from Sale: $300 (before considering other expenses).

Analysis of the Sale:
- The sale at $25 per unit reflects a markup of approximately 66.7% over the purchase price.
- Selling 30 units yielded a gross profit of $300, which can be viewed as an immediate return of 20% on the

inventory cost allocated to those units ($15 per unit).

Implications:
- This profit margin indicates effective pricing strategies or favorable market conditions.
- The decision to sell only 30 units suggests a cautious approach, possibly testing market response or

managing inventory levels.

Interpreting the "And 50 Percent" Reference

The phrase "And 50 Percent" in the context of the transaction could imply several scenarios:
- A profit margin of approximately 50% on the sale.
- A 50% reduction in inventory, perhaps indicating the company sold half of their stock.

- A 50% profit on total investment or a target profit percentage.

Given the data, the most plausible interpretation is that the profit margin on the sale was approximately
50%, which aligns with the calculation of selling price versus purchase price:

- Purchase price per unit: $15

- Sale price per unit: $25

- Profit per unit: $10

- Profit margin: ($10 / $15) 100% =~ 66.7%

Alternatively, if considering the gross profit relative to revenue:
- Total revenue from 30 units: $750

- Total cost of 30 units: 30 x $15 = $450

- Gross profit: $300

- Profit margin: ($300 / $750) 100% = 40%

The 50% figure might also be a targeted profit margin or a strategic goal, indicating the company's focus on

maintaining high profitability on each sale.



Profitability and Financial Impact

Analyzing the financial impact of these transactions reveals insights into Adidea Corp.'s operational

efficiency and strategic planning.

Calculating Gross Profit and Margins

- Cost of Goods Sold (COGS): For the 30 units sold, COGS is 30 x $15 = $450.
- Revenue from Sales: 30 x $25 = $750.

- Gross Profit: $750 - $450 = $300.

- Gross Profit Margin: ($300 / $750) x 100% =~ 40%.

This margin suggests a healthy profit relative to sales, though it could be optimized further.

Implications of Partial Sales

Selling only 30 units out of 100 indicates a cautious or phased approach, potentially aiming to:

- Test Market Response: Assess customer demand at higher prices before liquidating remaining stock.
- Manage Cash Flow: Generate immediate revenue while retaining inventory for future sales.

- Price Strategy: Maintain higher prices for remaining units or sell them through different channels.

Potential Pros:
- Flexibility in sales timing.
- Ability to adjust pricing based on market feedback.

- Inventory management control.

Potential Cons:
- Missed opportunities for larger-volume discounts.
- Inventory holding costs or risk of obsolescence.

- Limited immediate profit realization compared to selling all units.

Strategic Considerations and Broader Context

Adidea Corp.'s actions reflect a strategic approach to inventory and pricing management. The decision to
purchase at $15 and sell at $25 demonstrates an intent to capitalize on market pricing differentials, possibly

indicating strong demand or effective marketing.



Market Positioning:
- The profit margins earned suggest a premium product or effective branding.

- Selling at $25 could position the product as a high-value offering, enhancing brand perception.

Operational Efficiency:
- The ability to sell units at a significantly higher price than purchase cost indicates good supply chain
management.

- The partial sale approach allows for flexibility and risk mitigation.

Financial Strategy:

- The company might be aiming to maximize short-term profits while maintaining inventory for future
sales.

- The mention of "And 50 Percent" could imply a target profit percentage, guiding future pricing or sales

strategies.

Pros and Cons Summary

Pros:

- High profit margins per unit sold.

- Flexibility in inventory and sales strategies.

- Demonstrates effective pricing and market positioning.

- Generates immediate cash flow with partial sales.

Cons:
- Limited sales volume so far; potential for higher overall profits with full inventory liquidation.
- Inventory holding costs or risks of unsold stock.

- Market demand uncertainty could impact future sales.

Conclusion

Adidea Corp.'s recent transaction of purchasing 100 units at $15 each and selling 30 units at $25 each
showecases a strategic effort to maximize profitability through careful inventory and pricing management.
The significant profit margins achieved reflect effective market positioning and operational efficiency.
However, the partial sale approach indicates a cautious strategy, possibly aimed at testing market

receptiveness or managing inventory levels prudently.

The reference to "And 50 Percent" adds an interesting dimension, potentially indicating a targeted profit
margin or strategic goal, which the company appears to be approaching or aiming for. Overall, these

activities suggest a company focused on leveraging market opportunities while maintaining flexibility in



its sales approach. Future considerations should include expanding sales volume, managing inventory risks,

and refining pricing strategies to further enhance profitability.

By continuously monitoring market trends and adjusting their sales tactics, Adidea Corp. can capitalize on
their current momentum and achieve sustained growth. Their approach exemplifies a balanced mix of
strategic procurement, targeted sales, and profit optimization, serving as a valuable case study for other

companies navigating inventory management and sales strategies in competitive markets.
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