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Executive Summary
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Far West Management group has chosen to create its own business by launching a new addition to the chain of fast food restaurants in the Rexburg Idaho area: Wrap it Up!  The prospective business will focus its food production on salads and sandwich wraps. Our competitors produce similar items, and probably with more variety, but the primary purpose of our assembly of a smaller food selection is to underline the importance of eating healthy.  
The target audience of our future business will be the college students of Brigham Young University-Idaho.  The student population alone consists of nearly half of Rexburg’s total population, approximately 26,000.  Due to this, our plan of action will be to locate the soon to be establishment at a place that would accommodate the greater part of our customers – the students. Along with deciding on the best location, our management group will need to agree on an effective method to inform its customers about Wrap it Up.  In general, our success will be determined by how well we, as a new-competitive establishment, are able to serve our customers than our competitors. 

Our main goal is to rise quickly in the fast food restaurant industry.  In order to do so, we want to be operating at an optimal level in a short period of time.  To be successful in this accomplishing our goal, a business plan has been created by Far West Management group to display the means of achieving its objectives, specifically in terms of general business, marketing and operations, management and financial sections.
Business Profile
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Wrap it Up is a food service company that specializes in salads, wraps, and other nutritious fast foods. The nature of the business includes catering to those who desire a healthier alternative to more conventional fast foods. It is the flag store and no chain exists, as of yet. 
Our menu is based on surveys taken by the Rexburg community, suggesting that many are interested in a healthier lifestyle and yet maintain the speed of service. The actual selection of menu items was constructed through trial and error, advice from our professionally trained chef, Jacob Ricks, and market research. During the month of April, 2007, the idea for a healthy fast food establishment began to take shape. By the end of July, Brian Noble, the founder of Wrap it Up, decided to create an establishment that combined healthy choices with quality products and service. Market research was completed by November of 2007 and the menu was finalized by December. 
As a result of our market research, Wrap it Up will be located close to the BYU-I campus. Prices will be competitive because of the focus on students of this business. As a result of he economic trend in previous years, there is sufficient evidence to support the idea of fast food establishment. Currently, there are several businesses on campus that are selling fast food and their profits continue to rise regularly. 
In Rexburg, the population primarily consists of college students. We hope to be located on Viking Dr., which is right off of campus, and as a result, many students will be exposed to the establishment, which will attract business. The only downfall to placing our fast food establishment close to campus is that winter months will be slower, as will the breaks between semesters; however, this will be an opportune time to target the residents of Madison County. 
All of our supplies will be common, but in order to produce top-quality products, we will be using a specialized vendor, Food Source.
Our operational procedures will include a store with space for preparing, serving and dining.

Equipment: 

· Refrigeration units

· Computer register

· Food/storage containers

· Beverage machines

Raw materials:

· Lettuce

· Toppings (meats, veggies, fruits, etc . . .)

· Dressings

· Tortillas

· Beverage syrups

Inventory/Supplies
· Cutlery, dinnerware, other serving items

· Office/custodial supplies

· Paper products

· Other miscellanies items

Current Situation

There is a fast food restaurant, LT, very similar to Wrap It Up in Provo, UT. It is located directly on BYU’s campus and has been very successful. LT, the wrap store, caters to students and its success is a strong indicator that a similar store in Rexburg, will also flourish. A partial list of customers that are interested in Wrap It Up consist of the following: 
Jennifer Allred

Scott Armitage

Raini Arbb
John Fennell


Bethany Schalterle

Nathalie Olliev
Jessica Richards

Melissa Sanofsky

Eddie Atan
Johana Hewitt


Shelly Nufer


Paul Moberly

Brian Noble


Hailey Shapro


Misti Moberly
Jacob Ricks


Amanda Elis


Lynn Stillis
There has been at least three different of surveys taken by the Rexburg community in order to determine the level of interest in a healthy, alternative food restaurant. As a result of the high level of interest, samples were ordered and then distributed from a booth on campus, with the permission of the school. A questionnaire was also handed out with the samples, asking about preferences, demographics and other pertinent information. This was to compile more information on preferences and give the business a better heading on inventory and menu selection. 
According to our market research, interests in our products are strong. The only step that remains to be taken is to obtain funding and to begin serving customers.

Company Objectives

The objective of Wrap It Up is to provide quality sandwich wraps to the public at an affordable price. Eventually we would like to expand into a franchise of restaurants at select locations across South-East Idaho and then branching out to new markets throughout the United States.

Our primary goal is to pay off all debts incurred by the restaurant within the first couple of years. Items such as refrigeration units, remodeling the building, food service containers etc. we hope to have paid off by the end of our first year in operation. We are estimating an increase in sales of 3% over the next two years, and by the end of the third year of operation, we will hopefully be ready to open a second location in Idaho Falls. 

In order to increase sales by the estimated 3%, we will advertise heavily at the local apartment complexes through flyers, as well as in newspaper and banner ads located around the city of Rexburg.

TARGET MARKET
Wrap it Up will focus specifically on attracting students of BYU-Idaho to its business.  As stated above, there are periods of time in between each semester, when the students are on a temporary break, and so because of this, Wrap it Up will need to concentrate on generating new customers outside of the student body of BYU-Idaho.  In this case, the company will plan to focus on appealing its business to the community of Rexburg.

Demographics

The map below gives a detailed visual perspective of the city layout of Rexburg.  Its population size is currently 26,657, with nearly half of it consisting of students attending BYU-Idaho.  The geographical size of our target area encompasses the entire vicinity of Rexburg, which has a land area of about 11 square kilometers.  Although Wrap it Up plans on being inviting to all visitors and citizens of Rexburg, the overall success will be determined by the total number of customers that are university students.  Therefore, the actual site location of Wrap it Up will be closer to the campus of BYU-Idaho.
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Motives

We expect customers of Wrap it Up, to come with an appetite and craving for our food products.  Of course, we will take into consideration their nutritional needs and reasons for choosing our fast food restaurant over other ones in Rexburg.  The customers’ motives are an important aspect in our ability to produce and sell according to their desires.  When discussing motives, we will need to address two different types that will most likely drive our customers to continue to visit our restaurant: psychological and product benefit-related.

A psychological motive for a customer to return to Wrap It Up could be due to a friend who recently visited our restaurant, seen advertisements, or even one’s own need to satisfy his or her hunger.  We are willing to invest the time and financial resources to provide paper ads to the university students; and as the company grows and expands, to the whole community of Rexburg as well.  Another possible way to draw customers to our location is to involve the use of setting up food sample stands around Rexburg. This will be done in places where there is a lot of interaction with people (i.e. grocery store).
A product benefit-related motive could be a customer’s aspiration to maintain a healthy body.   The major food products that will be produced and sold at Wrap it Up will include wraps, salads, as well as the option of other nutritional food choices such as granola bars, yogurt, smoothies, or the customer’s choice of milk or a variety of juices.
The items and toppings that are available to the customers to include on their salads or in their wraps are selected by them.  There are other side items, such as soft drinks and chips, that may not appear to be as healthy as a salad or wrap, but compared to many other fast food restaurants in Rexburg, the overall menu of our future company is a healthier choice.   

Needs

The following needs of customers that Wrap it Up will solely focus on:

· Appetite

· Healthy diet

· Time efficiency

Market Competition
In the Rexburg community there are many food establishments for students and residents to choose from. These establishments all have the same primary target market, college students. Not only is specifying your target market important, but marketing strategies are important factors to a successful business as well as staying on top of your competitors. Some of the marketing strategies used by our competitors are: flyers, advertisements in the newspaper, keeping up with current economic trends in the food market, etc.

SUBWAY - Has three locations in the Rexburg area.  Due to the numerous locations of Subway, it will be our largest competitor. They also provide the community of Rexburg and college students a healthy alternative meal. The only downside to Subway is the fact that they implement geographic zone pricing.

NEW YORK BURRITO – Is located on Main St. and its appearance is very intriguing and inviting to customers. The trouble with New York Burrito is the size of their establishment, which prevents them from accommodating many customers at one time.
QUIZNOS- Is located on N. 2nd and is another top competitor that attracts customers by their advertising strategies and appealing to the customer’s sense of quality. The obstacle that stands in the way of Quiznos beating out their competitors is that their prices are more expensive.

HOGI YOGI - Is located on corner of W. Viking Dr. and S. 1st W. and its location is convenient for college students to stop in and grab a bite after class. The negative aspect that follows this establishment is the quality of service received by the customers.
THE PITA PIT - Is located on 56 College Ave. and has a large variety of healthy choices for the customers to choose from. The location of Pita Pit tends to be a problem for customers to find, as well as the fact that it is one of the many establishments within Rexburg that is more expensive to dine out at.
MILLHOLLOW – Is located on S. 1st E. and is a favorite meeting place for college students and the community. The location is not as convenient for college students who don’t have a car, but Millhollow is still able to keep rolling in customers.
GANDOLFO’S – Is located on Main St. and has a variety of sub-sandwiches and salads. The drawback to this healthy food establishment is that prices are very expensive and most college students can’t afford to eat there.
Target Market Potential
The target market potential in Rexburg, Idaho, looks profitable in the years to come. As BYU-Idaho continues to grow, there will be a greater need for more places to eat. 

We will continue to expand our resources, meet the needs of customers, and stay on top of the competition. As the demands for fast food restaurants increase, we will stay above the competition by creating incentives for the customers such as discount cards and samples of products on-campus as well as off-campus.

Product/Service Strategy

Wrap It Up is a one of a kind restaurant where customers can choose from a variety of ingredients to place in each product as well as fine tuning a combo meal to best suit their appetite. Not only are our ingredients the freshest this side of the Mississippi, but they are delivered daily to boost the quality and taste of each product sold to the customer. 

Wrap It Up realizes the importance of geographically placing the restaurant in a well populated area of town, which happens to be next to campus. Most college students don’t have cars and so by placing the restaurant next to campus it will allow students easy access and convenience to our store.

We hope to be able to find great employees who will not only boost the moral of the company, but will also lend a hand in building a great reputation of remarkable service and quality of each product. There are many fast food establishments and restaurants that put customer satisfaction as runner-up in their books, but here at Wrap It Up our main goal is customer service as well as quality of the product. Many college students dine out at least once a week and we believe through listening to the community and implementing their wants and needs into the development of our restaurant that it will be a place that stands out above the rest.

Not only will Wrap It Up stand out from other food establishments, but we believe in a firm stance within the community of giving back by donating items to food shelters, located within the Rexburg area, as well as donating a certain amount of profits to charities and projects that will benefit the community.

Operations Strategy


Business Location

Our business will be located in the old Craigo’s restaurant on Viking Dr., which we have made previous agreements to purchase the building as soon as we receive financing.  We feel this will be an excellent location, as well as a convenient place for college students to eat.  

Production

Wrap it Up will be working with Food Source, a food delivery service that will provide us with the top-quality, raw materials we will need.  Food Source is a reliable company, and they will be able to make deliveries on time each day.  

Employees

Our non-management positions will include our head chef, his assistant, two part-time workers, and two full-time workers.  We will always have on hand the head chef or assistant chef, who will provide teaching for other workers, as well as creating the basic products of our menu, and two full or part-time employees On staff, we will have a head chef, who will provide teaching for other workers, as well as the creating the basic products of our menu.

Our head chef will make $12/hour, the assistant chef will make $9/hour, and the rest of the employees will make $6.50/hour.

Hiring Plans

When considering hiring employees, Wrap it Up hopes to employ students from the college, but will not discriminate against anyone who applies.  We feel this will really help some struggling students find a decent wage and an enjoyable work environment.

Pricing Strategy


Our pricing strategy consists of skimming the market and competing with local competitors’ prices. We plan to start at a lower cost compared to our competition and as we build recognition within the community for healthy food as well as fast and friendly service, we will then make it an option to raise prices to meet with competitors. We have a discount card available, as well as random selection of customers for a free meal. Not only are we enticing customers from the community to come in and enjoy the great taste of Wrap It Up, but also the college students by giving free product samples of wraps, salads, drinks, and smoothies on campus.

Management Team
Partner (Owner/Operations) – Brian Noble

The duties of this partner are to oversee general business operations at the shop, coordinate with the shift managers, deliver payroll, and review financial statements.  As for compensation, the owners will divide 70% of the net income between the two of them.

Partner (Owner/Public Relations) – John Fennell

The duties of this partner are to oversee the advertising efforts of the business, assist in making key business decisions, and review financial statements.  The type of promoting that he will be expected to do is ads in the local newspaper and radio, posters, and billboards.  As for compensation, the owners will divide 70% of the net income between the two of them.

Head Chef / Shift Manager (Full Time) – Jacob Ricks

The duties of the head chef are to coordinate menu options with the owner in charge of operations, order supplies and food, perform routine cleanliness checks of the establishment, overseeing the food prep workers, and assisting the food prep workers when needed.  The full time managers will receive compensation of minimum wage plus five dollars per hour.  This also includes an annual wage increase of 15 cents per hour.

Assistant Chef / Shift Manager (Part Time) – Johana Hewitt

The duties of the assistant chef are to assist the head chef in preparing menus for the establishment, perform routine cleanliness checks of the establishment, overseeing the food prep workers, and assisting the food prep workers when needed.  The part time managers will receive compensation of minimum wage plus four dollars per hour.  This also includes an annual wage increase of 15 cents per hour.

Food Prep Workers (One Full Time & One Part Time) – Jessica Richards & Scott Armitage

The duties of the food prep workers are to prepare menu items for customers, perform cleaning responsibilities, and man the cash register.  Full time and part time food prep workers will receive compensation of minimum wage plus annual wage increases of 15 cents. 

Accountant (Part Time) – Jennifer Allred

The duties of the accountant are to maintain the books of the company, prepare accurate financial statements for management use, prepare the company payroll, and prepare the taxes for the company.  The accountant will receive compensation twice that of minimum wage with the annual wage increase of 15 cents per hour.

Financial Analysis


Implementation Schedule

Financing will be needed by the end of January 2008 in order to begin the purchasing and refurbishing of the building we plan on using. We will need to have the building ready to use by January 14 in order to bring in the needed equipment and set up the store. Our marketing campaign is as follows;

February 1

Newspaper/Radio advertising begins

February 5

Distribute flyers on BYU-I campus, stores and businesses, and 



large apartment complexes

February 12

Assess marketing plan effectiveness and rework in necessary

February 25

Institute frequent buyer rewards

In order to fulfill our sales obligations, we will need delivery of raw materials on a weekly basis. The delivery should be on a slower day in order to facilitate efficiency, a day like a Tuesday or Wednesday. Because this is a food store, production will be done a need basis. Food preparation will be done on a daily basis. 

Wrap it up Competitive Advantage

Wrap it Up is comparable to other fast food restaurants in the Rexburg area, such as Subway, Hogi Yogi and many others.  Our main competitors sell similar products, including sandwiches and salads, with generally more variety.  We differ in location and convenience.  Our site will be located close to campus, making it fairly easy for the majority of our customers (students to BYU-Idaho) to visit.  Due to our plan in building our store close to the campus of BYU-Idaho, this will give us an advantage over other fast food businesses.  Our weakness would only be seen in our menu selection.  Because Wrap it Up is solely focusing on producing and selling healthy food items, our variety would be less than that of our competitors to begin with.  

The competition we will be exposed to consists of all fast food business in Rexburg whose main food product would consist of sandwiches or wraps.  Tools that we have seen already being used by our competitors include television and radio advertisements, vast locations all around the Rexburg area, a few which are relatively close to BYU-Idaho.  Our plan of action to cope with these barriers would be to create our own advertisements, and the distribution of them to the students on campus.  We hope to be able to place our establishment at a location where there is a lot of student interaction.

Areas in which we are likely to experience some vulnerability include periods of time in which the students of BYU-Idaho are on vacation or a semester break.  Since a fair amount of our future employees will be students themselves, our work force would be affected negatively.   During semester changes, some student employees would be off-track, and may or may not remain in Rexburg to work until the following semester.  Our weakest economic period would ne during the seven week break just before the beginning of the fall semester - many, if not most, students will be on vacation or going home for that break.

Our management team will be fairly small, because we would be starting off as a small business.  An assistant manager would be in charge of monitoring the work of the employees, daily, and when needed, assist with the workload.  A store manager would occasionally observe the working environment to determine how the business is progressing. 

We understand that there will come a time when managing personnel will leave our company, and therefore cause us to seek a replacement.  We will establish a minimum time period in which an individual would need to contact our hiring supervisor about leaving the company.  Doing so would allow us to adequately adjust to the new changes in management to come.

Marketing Plan

Since a main part of our target market is college students, we will be advertising heavily on campus. Advertisements will be placed weekly, both in BYU Idaho’s official campus news paper The Scroll, as well as in an independent news paper distributed to students, Voice. Flyers and other promotional literature will also be delivered to as many of the apartment complexes as possible. In addition to targeting college students, we will endeavor to attract the attention to the Rexburg community through advertising in The Post Register, the local newspaper. 

One problem that Wrap it Up faces is name recognition. One way that we plan on eliminating this problem is through offering a discount card for bringing a friend in. How the card works is we randomly select individuals and offer them a “Wrap in a friend” card. If they bring the card with them the next time it back with a friend and the friend purchases a wrap, the holder of the card gets a discount. If the customer brings in eight or more friends at a time, they will get their wrap free. The card will be good for one purchase only and we plan on gaining more customers through this promotional offer, and once they taste our products, we expect that most of them will return. 

A strength that we have against many of our competitors that offer wraps is that our wraps have lower carbohydrates and our ingredients are delivered fresh everyday and not just taken out of the freezer in the back. Additionally we can create promotional literature and signs that compare the carbohydrate levels, which is substantially less than that of our competitors wraps. We expect that this comparison will help us get more customers from other restaurants that offer wraps. 
Financial Analysis

Break-Even Analysis

Projection for 5 years

Variable cost per wrap: .95

Sale price of the wrap $2.49

Fixed Cost: $650,000

Variable Cost: $712,500

Total Cost:  650,000 + (750,000 * .95) = $1,362,500

750,000 wraps in 5 years (130,000 wraps per year for the first 3 years and 180,000 wraps per year for the fourth and fifth years).

Total Revenue: $1,867,500

Profit: $505,000

Break-Even Point (units): 422,077 wraps
Break-Even Point (dollars): $1,050,971.73
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Source:  http://connection.cwru.edu/mbac424/breakeven/BreakEven.html
	WRAP IT UP!
Balance Sheet

As of December 31st, 2008

	Assets

	
	Current assets
	
	
	

	
	     Cash
	
	$85,000
	

	
	     Prepaid Insurance
	
	$15,000
	

	
	     Inventory
	
	$160,000
	

	
	          Total current assets
	
	
	$260,000

	
	Property, plant, and equipment
	
	
	

	
	     Land
	
	$150,000
	

	
	     Buildings
	
	$100,000
	

	
	     Equipment

          Less: Accumulated Depreciation – Equip.
	$2,000
	$50,000
	

	
	          Total property, plant, and equipment
	
	
	$298,000

	
	Intangible Assets
	
	
	

	
	     Trademark
	
	$10,000
	

	
	          Total Intangible assets
	
	
	$10,000

	
	Total assets
	
	
	$568,000

	Liabilities and Owner’s Equity

	
	Current liabilities
	
	
	

	
	     Accounts payable
	
	$20,000
	

	
	     Accrued Expenses
	
	$5,000
	

	
	     Interest Payable
	
	$18,000
	

	
	          Total current liabilities
	
	
	$43,000

	
	Long-term liabilities
	
	
	

	
	     Notes Payable
	
	$300,000
	

	
	          Total liabilities
	
	
	$300,000

	
	Owner’s Equity
	
	
	

	
	     Capital, Noble & Fennell
	$150,000
	
	

	
	     Retained earnings (NI)
	$75,000
	
	

	
	          Total Owner’s  equity
	
	
	$225,000

	
	Total liabilities and Owner’s equity
	
	
	$568,000


The two owners will contribute $75,000 each.  It is expected that the company will need to borrow an estimated $300,000 to cover startup costs, purchase land, and purchase an establishment as well.

	WRAP IT UP!
Balance Sheet

As of December 31st, 2009

	Assets

	
	Current assets
	
	
	

	
	     Cash
	
	$105,000
	

	
	     Prepaid Insurance
	
	$15,000
	

	
	     Inventory
	
	$4,000
	

	
	          Total current assets
	
	
	$124,000

	
	Investments
	
	
	

	
	     Bonds Receivable
	
	$300,000
	

	
	          Total Long-term Investments
	
	
	$300,000

	
	Property, plant, and equipment
	
	
	

	
	     Land
	
	$150,000
	

	
	     Buildings
	
	$100,000
	

	
	     Equipment

          Less: Accumulated Depreciation – Equip.
	$4,000
	$50,000
	

	
	          Total property, plant, and equipment
	
	
	$296,000

	
	Intangible Assets
	
	
	

	
	     Trademark
	
	$10,000
	

	
	          Total Intangible assets
	
	
	$10,000

	
	Total assets
	
	
	$730,000

	Liabilities and Owner’s Equity

	
	Current liabilities
	
	
	

	
	     Accounts payable
	
	$20,000
	

	
	     Accrued Expenses
	
	$5,000
	

	
	     Interest Payable
	
	$15,000
	

	
	          Total current liabilities
	
	
	$40,000

	
	Long-term liabilities
	
	
	

	
	     Notes Payable
	
	$250,000
	

	
	          Total liabilities
	
	
	$250,000

	
	Owner’s Equity
	
	
	

	
	     Capital, Noble & Fennell
	$240,000
	
	

	
	     Retained earnings (NI)
	$200,000
	
	

	
	          Total Owner’s  equity
	
	
	$440,000

	
	Total liabilities and Owner’s equity
	
	
	$730,000


For the year 2009, the company is expected to pay down the note payable by $50,000.  Should bond rates rise, the company will invest $300,000 of the exess cash in bonds.  The owners each contributed equally $45,000.  Considering that $4,000 was a more realistic amount of inventory to maintain, the remainder was either used up in operations and/or liquidated.


	WRAP IT UP!
Balance Sheet

As of December 31st, 2010

	Assets

	
	Current assets
	
	
	

	
	     Cash
	
	$155,000
	

	
	     Prepaid Insurance
	
	$15,000
	

	
	     Inventory
	
	$4,000
	

	
	          Total current assets
	
	
	$174,000

	
	Investments
	
	
	

	
	     Bonds Receivable
	
	$300,000
	

	
	          Total Long-term Investments
	
	
	$300,000

	
	Property, plant, and equipment
	
	
	

	
	     Land
	
	$150,000
	

	
	     Buildings
	
	$100,000
	

	
	     Equipment

          Less: Accumulated Depreciation – Equip.
	$6,000
	$50,000
	

	
	          Total property, plant, and equipment
	
	
	$294,000

	
	Intangible Assets
	
	
	

	
	     Trademark
	
	$10,000
	

	
	          Total Intangible assets
	
	
	$10,000

	
	Total assets
	
	
	$778,000

	Liabilities and Owner’s Equity

	
	Current liabilities
	
	
	

	
	     Accounts payable
	
	$20,000
	

	
	     Accrued Expenses
	
	$5,000
	

	
	     Interest Payable
	
	$15,000
	

	
	          Total current liabilities
	
	
	$40,000

	
	Long-term liabilities
	
	
	

	
	     Notes Payable
	
	$250,000
	

	
	          Total liabilities
	
	
	$250,000

	
	Owner’s Equity
	
	
	

	
	     Capital, Noble & Fennell
	$240,000
	
	

	
	     Retained earnings (NI)
	$248,000
	
	

	
	          Total Owner’s  equity
	
	
	$488,000

	
	Total liabilities and Owner’s equity
	
	
	$778,000


There were no significant changes to the balance sheet accounts, other than the cash account rose.  This rise in cash is preparation for the company expansions planned for the following year.

	WRAP IT UP!
Balance Sheet

As of December 31st, 2011

	Assets

	
	Current assets
	
	
	

	
	     Cash
	
	$75,000
	

	
	     Prepaid Insurance
	
	$15,000
	

	
	     Inventory
	
	$4,000
	

	
	          Total current assets
	
	
	$94,000

	
	Investments
	
	
	

	
	     Bonds Receivable
	
	$300,000
	

	
	          Total Long-term Investments
	
	
	$300,000

	
	Property, plant, and equipment
	
	
	

	
	     Land
	
	$300,000
	

	
	     Buildings
	
	$200,000
	

	
	     Equipment

          Less: Accumulated Depreciation – Equip.
	$25,000
	$100,000
	

	
	          Total property, plant, and equipment
	
	
	$575,000

	
	Intangible Assets
	
	
	

	
	     Trademark
	
	$10,000
	

	
	          Total Intangible assets
	
	
	$10,000

	
	Total assets
	
	
	$979,000

	Liabilities and Owner’s Equity

	
	Current liabilities
	
	
	

	
	     Accounts payable
	
	$40,000
	

	
	     Accrued Expenses
	
	$10,000
	

	
	     Interest Payable
	
	$23,000
	

	
	          Total current liabilities
	
	
	$73,000

	
	Long-term liabilities
	
	
	

	
	     Notes Payable
	
	$366,000
	

	
	          Total liabilities
	
	
	$366,000

	
	Owner’s Equity
	
	
	

	
	     Capital, Noble & Fennell
	$240,000
	
	

	
	     Retained earnings (NI)
	$300,000
	
	

	
	          Total Owner’s  equity
	
	
	$540,000

	
	Total liabilities and Owner’s equity
	
	
	$979,000


The company decided to expand its operations by adding on another wrap shop.  This explains the significant increase in the property, plant, and equipment accounts (approx. $300,000 increase).  The expansion will require the additional borrowing of $116,000.

	WRAP IT UP!
Balance Sheet

As of December 31st, 2012

	Assets

	
	Current assets
	
	
	

	
	     Cash
	
	$100,000
	

	
	     Prepaid Insurance
	
	$30,000
	

	
	     Inventory
	
	$8,000
	

	
	          Total current assets
	
	
	$138,000

	
	Investments
	
	
	

	
	     Bonds Receivable
	
	$215,000
	

	
	          Total Long-term Investments
	
	
	$215,000

	
	Property, plant, and equipment
	
	
	

	
	     Land
	
	$300,000
	

	
	     Buildings
	
	$200,000
	

	
	     Equipment

          Less: Accumulated Depreciation – Equip.
	$50,000
	$100,000
	

	
	          Total property, plant, and equipment
	
	
	$550,000

	
	Intangible Assets
	
	
	

	
	     Trademark
	
	$10,000
	

	
	          Total Intangible assets
	
	
	$10,000

	
	Total assets
	
	
	$913,000

	Liabilities and Owner’s Equity

	
	Current liabilities
	
	
	

	
	     Accounts payable
	
	$40,000
	

	
	     Accrued Expenses
	
	$10,000
	

	
	     Interest Payable
	
	$23,000
	

	
	          Total current liabilities
	
	
	$73,000

	
	Long-term liabilities
	
	
	

	
	     Notes Payable
	
	$300,000
	

	
	          Total liabilities
	
	
	$300,000

	
	Owner’s Equity
	
	
	

	
	     Capital, Noble & Fennell
	$240,000
	
	

	
	     Retained earnings (NI)
	$390,000
	
	

	
	          Total Owner’s  equity
	
	
	$540,000

	
	Total liabilities and Owner’s equity
	
	
	$913,000


The only two significant changes projected for the fifth year is that the company plans on selling some of the investment bonds and paying down the notes payable by $66,000.

	WRAP IT UP!

Statement of Cash Flows

For the Year Ended December 31, 2008

	
	Cash flows from operating activities
	
	
	

	
	     Net income
	
	
	$75,000

	
	     Adjustments to reconcile net income to net

          cash provided by operating activities:
	
	
	

	
	               Decrease in inventory
	
	$(2,000)
	

	
	               Depreciation
	
	$2,000
	

	
	               Decrease in accounts payable
	
	$(90,000)
	

	
	               Decrease in accrued liabilities
	
	$(52,000)
	$(142,000)

	
	     Net cash provided (used) by operating activities         
	
	
	$(67,000)

	
	Cash flows from investing activities
	
	
	

	
	     Increase in plant assets
	
	$(298,000)
	

	
	     Net cash provided (used) by investing activities
	
	
	$(298,000)

	
	Cash flows from financing activities
	
	
	

	
	     Increase in notes payable
	
	$0
	

	
	     Increase in capital
	
	$0
	

	
	     Net cash provided (used) by financing activities
	
	
	$0

	
	Net increase (decrease) in cash
	
	
	$(365,000)

	
	Cash at beginning of period
	
	
	$450,000

	
	Cash at end of period
	
	
	$85,000

	
	
	
	
	


Cash is projected to be used to provide the property, plant, and equipment.  The owners combined will provide cash of $150,000 along with a $300,000 note.
	WRAP IT UP!

Statement of Cash Flows

For the Year Ended December 31, 2009

	
	Cash flows from operating activities
	
	
	

	
	     Net income
	
	
	$200,000

	
	     Adjustments to reconcile net income to net

          cash provided by operating activities:
	
	
	

	
	               Decrease in inventory
	
	$(2,000)
	

	
	               Depreciation
	
	$2,000
	

	
	               Increase in accounts payable
	
	$80,000
	

	
	               Increase in accrued liabilities
	
	$85,000
	$165,000

	
	     Net cash provided (used) by operating activities         
	
	
	$365,000

	
	Cash flows from investing activities
	
	
	

	
	     Increase in bonds receivable
	
	$(300,000)
	

	
	     Net cash provided (used) by investing activities
	
	
	$(300,000)

	
	Cash flows from financing activities
	
	
	

	
	     Decrease in notes payable
	
	$(50,000)
	

	
	     Increase in capital
	
	$90,000
	

	
	     Net cash provided (used) by financing activities
	
	
	$40,000

	
	Net increase (decrease) in cash
	
	
	$25,000

	
	Cash at beginning of period
	
	
	$85,000

	
	Cash at end of period
	
	
	$105,000

	
	
	
	
	


For the second year, cash will be used to pay down the notes payable as well as purchase the investment bonds.  Cash will be provided from operating activities as well as an increase in owner’s capital.

	WRAP IT UP!

Statement of Cash Flows

For the Year Ended December 31, 2010

	
	Cash flows from operating activities
	
	
	

	
	     Net income
	
	
	$248,000

	
	     Adjustments to reconcile net income to net

          cash provided by operating activities:
	
	
	

	
	               Decrease in inventory
	
	$(2,000)
	

	
	               Depreciation
	
	$2,000
	

	
	               Decrease in accounts payable
	
	$(43,000)
	

	
	               Decrease in accrued liabilities
	
	$(50,000)
	$(93,000)

	
	     Net cash provided (used) by operating activities         
	
	
	$155,000

	
	Cash flows from investing activities
	
	
	

	
	     Net cash provided (used) by investing activities
	
	
	$0

	
	Cash flows from financing activities
	
	
	

	
	     Decrease in notes payable
	
	$0
	

	
	     Increase in capital
	
	$0
	

	
	     Net cash provided (used) by financing activities
	
	
	$0

	
	Net increase (decrease) in cash
	
	
	$50,000

	
	Cash at beginning of period
	
	
	$105,000

	
	Cash at end of period
	
	
	$155,000

	
	
	
	
	


There are no significant usage of cash for the third year.  However, our ending cash balance is abnormally higher in preperation for company expansions.

	WRAP IT UP!

Statement of Cash Flows

For the Year Ended December 31, 2011

	
	Cash flows from operating activities
	
	
	

	
	     Net income
	
	
	$300,000

	
	     Adjustments to reconcile net income to net

          cash provided by operating activities:
	
	
	

	
	               Decrease in inventory
	
	$(2,000)
	

	
	               Depreciation
	
	$19,000
	

	
	               Decrease in accounts payable
	
	$(25,000)
	

	
	               Decrease in accrued liabilities
	
	$(33,000)
	$(41,000)

	
	     Net cash provided (used) by operating activities         
	
	
	$259,000

	
	Cash flows from investing activities
	
	
	

	
	     Increase in plant assets
	
	$(300,000)
	

	
	     Net cash provided (used) by investing activities
	
	
	$(300,000)

	
	Cash flows from financing activities
	
	
	

	
	     Increase in notes payable
	
	$116,000
	

	
	     Increase in capital
	
	$0
	

	
	     Net cash provided (used) by financing activities
	
	
	$116,000

	
	Net increase (decrease) in cash
	
	
	$(80,000)

	
	Cash at beginning of period
	
	
	$155,000

	
	Cash at end of period
	
	
	$75,000

	
	
	
	
	


The significant use of cash for the fourth year is the $300,000 used to expand the property, plant, and equipment accounts.  There was cashed provided by borrowing an additional $116,000 note.

	WRAP IT UP!

Statement of Cash Flows

For the Year Ended December 31, 2012

	
	Cash flows from operating activities
	
	
	

	
	     Net income
	
	
	$390,000

	
	     Adjustments to reconcile net income to net

          cash provided by operating activities:
	
	
	

	
	               Decrease in inventory
	
	$(2,000)
	

	
	               Depreciation
	
	$25,000
	

	
	               Decrease in accounts payable
	
	$(175,000)
	

	
	               Decrease in accrued liabilities
	
	$(157,000)
	$(309,000)

	
	     Net cash provided (used) by operating activities         
	
	
	$81,000

	
	Cash flows from investing activities
	
	
	

	
	     Decrease in bonds receivables
	
	$85,000
	

	
	     Net cash provided (used) by investing activities
	
	
	$85,000

	
	Cash flows from financing activities
	
	
	

	
	     Decrease in notes payable
	
	$(66,000)
	

	
	     Increase in capital
	
	$0
	

	
	     Net cash provided (used) by financing activities
	
	
	$(66,000)

	
	Net increase (decrease) in cash
	
	
	$25,000

	
	Cash at beginning of period
	
	
	$75,000

	
	Cash at end of period
	
	
	$100,000

	
	
	
	
	


For the fifth year, there is cash provided by selling off $85,000 of the investment bonds.  Cash is used by paying down the note payable by $66,000.

Profit / Loss Statement: 2008-2012
	
	2008
	% Current
	2009
	% Change
	2010
	% Change
	2011
	% Change
	2012
	% Change

	Sales Revenue
	$951,000
	100.0%
	$1,539,299
	161.9%
	$1,722,391
	111.9%
	$2,836,159
	164.7%
	$3,618,493
	127.6%

	Cost of Sales
	$349,714
	36.8%
	$676,371
	193.4%
	$745,281
	110.2%
	$1,398,205
	187.6%
	$1,876,500
	134.2%

	Gross Profit
	$601,286
	63.2%
	$862,928
	143.5%
	$977,110
	113.2%
	$1,437,954
	147.2%
	$1,741,993
	121.1%

	Operating Expenses
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Sales and Marketing
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Advertising
	$10,000
	1.1%
	$10,000
	100.0%
	$30,000
	300.0%
	$30,000
	100.0%
	$30,000
	100.0%

	Total Sales and Marketing Exp.
	$10,000
	1.1%
	$10,000
	100.0%
	$30,000
	300.0%
	$30,000
	100.0%
	$30,000
	100.0%

	General and Administrative
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Wages and salaries
	$112,000
	11.8%
	$116,657
	104.2%
	$117,570
	100.8%
	$230,450
	196.0%
	$231,500
	100.5%

	Outside services
	$2,500
	0.3%
	$3,450
	138.0%
	$3,370
	97.7%
	$6,450
	191.4%
	$6,600
	102.3%

	Supplies
	$160,000
	16.8%
	$166,230
	103.9%
	$167,420
	100.7%
	$245,000
	146.3%
	$265,000
	108.2%

	Telephone
	$480
	0.1%
	$480
	100.0%
	$480
	100.0%
	$1,200
	250.0%
	$1,200
	100.0%

	Utilities
	$2,520
	0.3%
	$2,635
	104.6%
	$2,670
	101.3%
	$5,670
	212.4%
	$5,790
	102.1%

	Depreciation
	$24,000
	2.5%
	$24,000
	100.0%
	$24,000
	100.0%
	$48,000
	200.0%
	$48,000
	100.0%

	Insurance
	$13,000
	1.4%
	$13,000
	100.0%
	$13,000
	100.0%
	$26,000
	200.0%
	$26,000
	100.0%

	Repairs and maintenance
	$5,000
	0.5%
	$5,200
	104.0%
	$5,100
	98.1%
	$10,980
	215.3%
	$7,890
	71.9%

	Total General and Admin Exp.
	$319,500
	33.6%
	$331,652
	103.8%
	$333,610
	100.6%
	$573,750
	172.0%
	$591,980
	103.2%

	Total Operating Expenses
	$329,500
	34.6%
	$341,652
	103.7%
	$363,610
	106.4%
	$603,750
	166.0%
	$621,980
	103.0%

	Income from Operations
	$271,786
	28.6%
	$521,276
	191.8%
	$613,500
	117.7%
	$834,204
	136.0%
	$1,120,013
	134.3%

	Other Income
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	  Bond interest revenue
	$0
	0.0%
	$36,000
	 
	$36,000
	100.0%
	$36,000
	100.0%
	$36,000
	100.0%

	Taxes
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Income taxes
	$171,346
	18.0%
	$331,395
	193.4%
	$365,158
	110.2%
	$511,004
	139.9%
	$706,013
	138.2%

	Payroll taxes
	$13,440
	1.4%
	$13,881
	103.3%
	$24,342
	175.4%
	$35,200
	144.6%
	$36,000
	102.3%

	Real estate taxes
	$12,000
	1.3%
	$12,000
	100.0%
	$12,000
	100.0%
	$24,000
	200.0%
	$24,000
	100.0%

	Total Taxes
	$196,786
	20.7%
	$357,276
	181.6%
	$401,500
	112.4%
	$570,204
	142.0%
	$766,013
	134.3%

	Net Profit
	$75,000
	7.9%
	$200,000
	266.7%
	248,000
	124.0%
	$300,000
	121.0%
	$390,000
	130.0%

















