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On October 29, Lobo Company Began Operations By Purchasing Razors For Resale. The
Razors Have A 90-day period, marking the start of a strategic venture into the retail market. This
initial step involves not only acquiring inventory but also planning for sales, inventory management,
and accounting considerations that are crucial for a successful launch. Understanding various
aspects of this process—such as inventory valuation, sales forecasting, and financial reporting—is
vital for business owners and investors looking to optimize their operations within a 90-day sales
cycle.

Understanding the Initial Purchase and Its Significance

The Importance of the 90-day Razor Purchase

When Lobo Company begins operations by purchasing razors for resale, the 90-day period is a
critical timeline that affects inventory management, revenue recognition, and profit calculation. This
duration indicates the expected lifespan of the product's sale cycle, influencing how the company
plans its marketing and sales strategies.

Details of the Purchase

In this scenario, the purchase of razors involves several key components:
e Cost of Goods Sold (COGS): The price paid to acquire the razors.
 Delivery and Storage: Expenses related to transporting and storing the inventory.

e Inventory Valuation: Methods used to record the razors on the books (e.g., FIFO, LIFO,
weighted average).

Properly recording these aspects ensures accurate financial statements and compliance with
accounting standards.



Accounting for the Purchase and Inventory
Management

Initial Journal Entry

On October 29, the company records the purchase of razors as follows:
e Debit Inventory account for the total cost of razors.

¢ Credit Accounts Payable or Cash, depending on payment method.

This entry increases assets and reflects the obligation to pay or the cash outflow.

Inventory Valuation Methods

Choosing an inventory valuation method impacts cost calculations and net income:
e FIFO (First-In, First-Out): Assumes the earliest inventory is sold first.
e LIFO (Last-In, First-Out): Assumes the latest inventory is sold first.

* Weighted Average: Averages the costs of all inventory items.

The method selected can influence taxable income and inventory valuation on the balance sheet.

Impact of the 90-day Sale Period

The 90-day window affects how quickly inventory turns over. If razors are sold within this timeframe,
the company recognizes revenue and reduces inventory accordingly. Proper tracking ensures that
financial statements accurately reflect inventory levels and profitability.

Sales Strategies and Revenue Recognition

Forecasting Sales Within 90 Days

Lobo Company must develop a sales plan that projects how many razors will be sold in 90 days. This
includes:

e Market analysis to identify demand.



e Pricing strategies to attract customers.

e Promotional campaigns to boost sales.

Accurate forecasting helps in managing cash flow and inventory levels.

Recognizing Revenue

Revenue is recognized when control of the razors passes to the customer, typically upon sale. For a
90-day resale cycle, this involves:

e Recording sales transactions promptly.
e Ensuring proper documentation for each sale.

e Accounting for returns or discounts within the period.

Timely recognition ensures compliance with revenue recognition principles and provides
stakeholders with transparent financial reports.

Monitoring Sales Performance

Regularly reviewing sales data within the 90-day period allows Lobo Company to:
¢ Adjust marketing efforts.
e Manage inventory levels proactively.

e Identify trends or issues early.

Inventory Management and Turnover Metrics

Tracking Inventory Levels

Effective inventory management involves:
e Maintaining optimal stock levels to meet demand.
e Implementing inventory control systems.

e Regular physical counts to verify records.



This ensures that razors are available for resale throughout the 90-day period without overstocking.

Calculating Inventory Turnover

Inventory turnover ratio measures how many times inventory is sold and replaced during the period:

Inventory Turnover = COGS / Average Inventory

A higher ratio indicates efficient sales within the 90 days, while a lower ratio may suggest slow-
moving stock.

Managing Obsolete or Unsold Inventory

If razors remain unsold after 90 days, Lobo Company must consider:
e Discounting or promotions to accelerate sales.
¢ Adjusting inventory valuation to reflect lower market value.

¢ Deciding whether to write down or dispose of obsolete stock.

Financial Reporting and Tax Implications

Preparing Financial Statements

Within the 90-day cycle, accurate financial statements are vital. These include:
e Balance Sheet: Shows inventory levels and assets.
¢ Income Statement: Reflects sales, COGS, gross profit, and net income.

e Cash Flow Statement: Tracks cash inflows and outflows related to inventory and sales.

Proper recording ensures compliance with accounting standards like GAAP or IFRS.

Tax Considerations

The timing of sales and inventory valuation affects taxable income:

e Recognizing revenue within the period.



e Applying appropriate inventory valuation methods for tax purposes.

e Tracking expenses related to the purchase and sale of razors.

Tax planning strategies can optimize after-tax profits during the 90-day sale cycle.

Adjustments and Period-End Procedures
At the end of the 90 days, Lobo Company should:

e Perform inventory counts.
e Adjust inventory records for shrinkage or obsolescence.

e Reconcile sales and expenses to ensure accurate financial reporting.

Conclusion: Strategic Insights for a 90-day Resale Cycle

Starting operations by purchasing razors with a 90-day resale cycle presents both opportunities and
challenges. Success depends on meticulous inventory management, effective sales strategies,
accurate accounting, and compliance with financial reporting standards. By understanding the
importance of inventory valuation, timely revenue recognition, and sales forecasting, Lobo Company
can maximize profitability within this timeframe. Moreover, proactive management of unsold
inventory and regular financial reviews ensure sustainable operations and growth in a competitive
retail environment.

In summary, the initial purchase on October 29 sets the stage for a comprehensive approach to
retail management, emphasizing the importance of planning, accurate record-keeping, and strategic
sales execution to thrive within the 90-day sales cycle.

Frequently Asked Questions

What was the initial business activity of Lobo Company on
October 29?

Lobo Company began its operations by purchasing razors for resale.

What is the significance of the 90-day period mentioned for
the razors?

The 90-day period likely refers to the estimated useful life or the period over which the razors are



expected to be sold or used, possibly indicating inventory turnover or depreciation schedule.

How should Lobo Company account for the razors purchased
for resale?

The razors should be recorded as inventory on the company's balance sheet until sold, at which point
they will be recognized as cost of goods sold.

What accounting method is appropriate for recording the
razors' inventory?

Lobo Company can use methods like FIFO, LIFO, or weighted average to account for inventory
costs, depending on their accounting policies.

How does the 90-day period impact the company's financial
statements?

The 90-day period may influence inventory valuation and cost recognition, affecting gross profit and
net income over that period.

Are there any special considerations for the purchase of razors
for resale in accounting?

Yes, the company must consider inventory valuation, potential obsolescence, and whether the razors
are held for sale or for use in operations.

What journal entries would Lobo Company record upon
purchasing the razors?

The initial entry would debit inventory and credit accounts payable or cash, reflecting the purchase
of razors for resale.

What future steps should Lobo Company take after purchasing
the razors?

They should monitor inventory levels, track sales, and record cost of goods sold as razors are sold to
accurately reflect financial performance.

Additional Resources

On October 29, Lobo Company Began Operations By Purchasing Razors For Resale. The Razors
Have A 90-day



Introduction

On October 29, a noteworthy event in the retail and consumer goods industry unfolded as Lobo
Company officially launched its operations by acquiring a substantial inventory of razors for resale.
This move marked a significant step in the company's strategic expansion into personal grooming
products, a market characterized by fierce competition, rapid innovation, and shifting consumer
preferences. The purchase of razors with a 90-day shelf life introduces unique operational, financial,
and compliance considerations that merit a comprehensive investigation.

This article aims to explore the details surrounding Lobo Company's initial foray into the market,
scrutinize the implications of the 90-day product shelf life, and assess the broader context of the

razor industry. Through a detailed analysis, we will uncover the strategic motivations, potential
risks, and regulatory landscape that frame this business move.

Background: Lobo Company's Market Entry

The Strategic Context

Lobo Company’s decision to begin operations by purchasing razors for resale indicates a strategic
focus on the personal grooming segment. Razors, a staple in personal care routines, have historically
enjoyed steady demand, though they face increasing competition from electric shavers, subscription
models, and innovative grooming tools.

By entering this market, Lobo aims to capitalize on:

- Consumer loyalty to established brands.

- The recurring nature of razor purchases.

- Potential for brand differentiation through quality or pricing.

The timing of this purchase — just before the holiday season — suggests an intent to leverage peak
consumer spending periods.

The Acquisition Details
While specific purchase figures are not publicly disclosed, the initial inventory indicates a significant
investment, possibly in the hundreds of thousands of units, to establish a foothold. The razors

purchased are characterized by a strict 90-day shelf life, which plays a crucial role in inventory
management and sales strategy.

The 90-Day Shelf Life: What Does It Mean?
Nature of the Product
Razors, particularly those with disposable blades, are inherently perishable due to:

- Blade dulling over time.
- Potential corrosion or deterioration if not stored properly.



- Packaging limitations affecting freshness or usability.

A 90-day shelf life suggests these razors are either:

- High-quality, disposable blades with limited longevity.

- Part of a promotional or limited-edition product line.

- Subject to regulatory or safety standards that restrict their usability over time.
Implications for Inventory Management

A 90-day window imposes strict inventory turnover requirements. Companies must:
- Implement precise demand forecasting.

- Optimize supply chain logistics to minimize excess stock.

- Establish effective inventory tracking systems.

Failure to sell within this period could lead to:

- Increased waste and inventory write-offs.

- Financial losses.

- Damage to brand reputation if expired products are sold.

Regulatory and Safety Considerations

Depending on jurisdiction, razors might be classified as medical devices or consumer safety items,
subject to:

- Expiration date regulations.
- Packaging and labeling standards.

- Consumer safety warnings.

Compliance with these standards is essential to avoid legal penalties and maintain consumer trust.

Operational Challenges and Strategies

Supply Chain and Logistics

To manage a 90-day shelf life effectively, Lobo Company needs to:
- Coordinate with suppliers to ensure rapid delivery.

- Implement just-in-time inventory practices.

- Use data analytics to predict sales trends accurately.

Sales and Marketing Approaches

Since the product has a limited window, marketing strategies should focus on:

- Creating urgency through promotional campaigns.
- Targeting seasonally relevant consumers.



- Partnering with retailers for prominent shelf placement.
Inventory Rotation and Disposal
Post-90 days, unsold razors require:

- Secure disposal to prevent resale or misuse.
- Assessment of write-offs and impact on profitability.

Establishing clear protocols for expiration management is vital.

Financial Implications

Cost Structures

Key costs associated with the initial inventory include:
- Purchase price of razors.

- Storage and warehousing expenses.

- Distribution and logistics costs.

- Marketing and promotional expenditures.

Revenue Projections

Assuming high turnover, revenue streams depend on:
- Pricing strategies.

- Sales volume within the 90-day window.

- Market demand fluctuations.

Risk of Obsolescence

The 90-day shelf life introduces a significant obsolescence risk, which can:

- Impact profit margins.
- Require provisions for inventory write-downs.

Industry Context and Competitive Landscape

Market Size and Trends

The global razor market is estimated to reach several billion dollars, driven by:
- Growing male grooming trends.

- Product innovations such as multi-blade systems.
- Emergence of subscription models.



However, it also faces challenges such as:

- Environmental concerns over disposable razors.

- Competition from electric shavers and grooming devices.

- Pricing pressures from private-label brands.

Regulatory Environment

Regulations vary by country but generally involve:

- Safety and efficacy standards.

- Labeling and packaging requirements.

- Restrictions on claims and advertising.

Lobo Company must navigate these legal frameworks to avoid penalties and ensure consumer safety.
Competitor Strategies

Major players like Gillette, Schick, and Dollar Shave Club have adopted:
- Innovative product lines.

- Subscription and direct-to-consumer sales.

- Brand loyalty programs.

Lobo Company’s entry strategy must consider these competitive dynamics.

Ethical and Environmental Considerations
The razor industry is under increasing scrutiny for:

- Environmental impact of plastic waste.
- Sustainable packaging initiatives.
- Recycling programs.

Lobo Company might need to incorporate eco-friendly practices to stay aligned with consumer
values and regulatory expectations.

Conclusion: Opportunities and Challenges

Lobo Company's initiation into the razor market with a 90-day shelf life inventory presents both
promising opportunities and notable challenges. Success hinges on:

- Effective inventory and demand management.

- Compliance with safety regulations.

- Strategic marketing to create urgency and brand awareness.

- Adapting to industry trends and environmental considerations.



While the limited shelf life imposes operational constraints, it also fosters a sense of exclusivity and
freshness that can appeal to consumers. Moving forward, Lobo must navigate a complex landscape
of competition, regulation, and consumer preferences to establish a sustainable presence in the
personal grooming market.

Final Thoughts

The initial move by Lobo Company to purchase razors with a 90-day shelf life signals a calculated
entry into a mature yet evolving industry. As they execute their operational plans, monitor sales
performance, and adapt to market feedback, their ability to manage perishable inventory efficiently
will be critical to their long-term success.

Stakeholders, consumers, and competitors alike will be watching how this strategic move unfolds. If
managed well, Lobo Company could carve out a niche in the competitive razor landscape, blending
innovation with operational excellence.
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