BUS 285 – Winter 2020
Course Project 

Requirements: Read the attached case study carefully. Complete any of the questions or requirements noted in each part. Upon completion, organize the various components into a single package and submit online using the link on UR Courses. The project is due by 5:30PM on March 26. 

Case Study
Rhy’s Fries – Part 7

May 1, 20X2

It seems strange to Ronald that it was only one year ago that he decided to start this adventure. In early November, he opened up the first Rhy’s Fries location and while sales initially were less than stellar, word quickly spread about the quality of the product and patrons started coming from all over the city to try it out. As the hectic demands of the business grew, Ronald realized he couldn’t handle everything on his own and has had to hire extra staff to manage the workload. One of the employees is an accountant, Sarah, whose primary function is to help him keep track of the day to day operations.

Since this is the end of his first full year of operations he’s going to need to go see Uncle Bob soon to get his year-end statements prepared. Ronald is a little concerned though. The amount of cash in the corporate bank account doesn’t match with the cash balance that is listed in the general ledger. The April 30 bank statement indicated there is $81,483.17 but the ledger indicated there is only $73,547.94 as of April 30. Sarah tells him that there weren’t any month end adjustments made yet and it simply needs to be reconciled. She goes to work to identify the differences between the two balances.

May 2, 20X2

Sarah has identified the following transactions:

· The April 30 bank statement noted bank and credit card processing fees of $1,240.14
· Since April 29th and 30th fell on the weekend, Sarah made the deposits for those days in the afternoon of Monday, May 1st. The amount of the deposit was $987.29 for April 29th and $1,154.57 for April 30th.
· The were 3 outstanding cheques; Chq #54 for $4,309.68, Chq#58 for $7,434.50 and Chq#61 for $421.12
· A cheque for $808.07 from a customer was returned NSF. The bank charged a $40 fee for this item (not included as part of the fees noted above)


7a.) Complete a bank reconciliation for April 30, 20X2 using the information provided above.

	Bank Reconciliation

	April – 30th 

	Balance as per Bank statement 
	81,483.17

	Add: Deposit in Transit (987.29+1154.57)
	2141.86

	Less: Outstanding check (4,309.68 + 7434.5+421.12)
	(12,165.3)

	Adjusted Bank balance 
	71,459.73

	
	

	Balance as per books 
	73,547.94

	Less: NSF check (808.07 + 40)
	(848.07)

	Less: Bank Service Charge
	(1,240.14)

	Adjusted Book balance 
	71,459.73



7b.) Complete any adjusting journal entries required as a result of the bank reconciliation
	
	Date 
	Account title and explanation 
	Debit ($)
	Credit ($)

	30/4/20x2
	Accounts receivable
	848.07
	

	
	Cash
	
	848.07

	
	(To record the NSF Check)
	
	

	
	
	
	

	30/4/20x2
	Miscellaneous expenses/ bank service charges
	1,240.14
	

	
	Cash
	
	1,240.14

	
	(To record the bank and credit card processing fees)
	
	




Case Study
Rhy’s Fries – Part 8

January 31, 20X3

And then there were two. The success of the first Rhy’s Fries restaurant could not be contained within a single location. Ronald realized several months ago that the business was outgrowing its current location and needed to expand. A second location not only would allow for the demand to be met easier, it also provided a space for Ronald’s latest venture; A catering segment that provided multi-course meals to corporate or private events. 

Ronald has not forgotten his roots however. In addition to the restaurants, and the recently started catering segment, Ronald still maintains the food truck line of the business that gave him his start. His first employee, Peter, is now the director of the food truck and catering division. During the summer, Peter takes to the road and for winter months when there are limited events to utilize the food truck, Peter transitions to the catering segment full time. 

Although Peter was great on the carnival circuit, and was an exceptional people person he had some initial struggles with the catering segment, particularly when it came to the administrative side. He often kept poor records of when and who he sent out invoices to. In some cases he sent out invoices to the wrong patrons or to the correct patron but with incorrect amounts, while in other cases the same patron was sent multiple invoices. This led to some significant delays in collection and required a lot of work to reconcile. 

Given these struggles, Sarah suggested that Rhy’s Fries setup an allowance for doubtful accounts. She has prepared an aging schedule of the accounts receivable and estimated the percentage expected to be uncollectable.

8.) Using the aging schedule in Appendix 2, determine the amount required for the allowance for doubtful accounts and complete the required journal entry to set it up.   

The amount required for doubtful debt = ($36,500*2%) +($12,500*4%) +($9,250*5%) +($4,200*10%) +($2,750*15%) = $2,525

[bookmark: _GoBack]Journal Entry 
Dr: Bad debt expense      $2,525
	Cr: Allowance for Doubtful debts     $2,525








Appendix 1 – Sales, Cost of Sales and Expenses related to July 14 – July 29, 20X1

[image: ]
Note: Assume all inventory purchases and travel expenses were paid in cash.


Appendix 2 – Accounts Receivable aging as at January 31, 20X3
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Appendix 3 – Profit and Loss Statement for the years 20X3, 20X4 and 20X5 
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[image: ]
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Rhy's Fries

Profit and Loss Statement

For the Year Ended April 30, 20X5

20X5 20X4 20X3

Income

Revenues

Food Revenues

Restauran Revenues 692,547 $             705,658 $              675,741 $           

Less COGS - Restaurants (261,772) (249,958) (231,487)

Gross Profit - Restaurants 430,775 455,700 444,254

Food Truck Revenues 105,865 102,547 101,410

Less COGS - Food Truck (36,056) (33,841) (27,381)

Gross Profit - Food Truck 69,809 68,706 74,029

Catering Revenues 185,364 83,696 23,347

Less COGS - Catering (36,219) (16,739) (4,903)

Gross Profit - Catering 149,145 66,957 18,444

Net Food Revenue 649,729 591,363 536,727

Other Revenues

Interest Revenue 3,369 2,365 1,424

TOTAL REVENUE 653,098 $             593,728 $              538,151 $           

Expenses

Salary Expenses - Food Truck 25,774 23,641 19,898

Salary Expenses - Restaurant 228,471 220,468 213,863

Salary Expenses - Catering 71,255 40,011 14,256

Advertising Expenses - Print 5,324 4,365 2,147

Advertising Expenses - TV 18,642 11,054 6,201

Insurance Expenses - Food Truck 1,535 1,420 1,440

Insurance Expenses - Buildings 11,200 10,560 10,442

Repairs & Maint Exp - Food Truck 5,214 3,998 3,500

Repairs & Maint Exp - Restaurants 6,225 3,336 5,000

Repairs & Maint Exp - Catering 1,000 250 0

Supplies Expense 11,477 9,669 8,774

Hotel Expense 5,200 5,300 5,000

Carnival/Trade Show Fees 18,246 17,658 14,587

Inventory Spoilage Expense 5,114 4,006 5,250

Utilities Expense 17,887 16,459 15,551

Fuel Expenses 4,255 3,587 2,546

Depreciation Expenses 16,142 16,363 11,365

Building Lease Expenses 55,145 51,250 48,540

Cleaning Expenses 6,546 6,233 5,888

Other Misc Expenses 3,363 3,500 1,500

Professional Services 12,410 10,050 13,187

IT Expenses 18,547 15,241 13,658

Interest Expenses 6,987 5,985 3,254

Bad Debt Expenses 10,124 6,854 2,658

Uniform & Laundering Expenses 7,655 5,478 4,477

TOTAL EXPENSES 573,738 496,736 432,982

NET INCOME 79,360 $               96,992 $                105,169 $           
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Appendix 4 - Balance Sheet

Rhy's Fries

Statement of Financial Position

As At April 30, 20X5

20X5 20X4 20X3

ASSETS

   Current Assets

Cash 85,014 $       97,555 $       37,682 $        

Inventory - Foodstuffs 42,587 38,711 33,698

Accounts Receivable - Catering 34,756 20,124 10,235

   Less: Allowance for Doubtful Accounts (6,000) (4,000) (2,000)

Accounts Receivable - Other 503 745 514

Prepaid Supplies 12,472 8,762 5,126

Prepaid Insurance 14,250 12,365 10,250

   Total Current Assets 183,582 174,262 95,505

   Non Current Assets

Equipment - Food Truck 13,200 13,200 13,200

   Less: Accumulated Depreciation - Food Truck (13,200) (13,200) (11,200)

Equipment - Restaurant Fixtures 181,572 181,572 175,421

   Less: Accumulated Depreciation - Rest. Fixtures (32,674) (23,532) (12,169)

Equipment - Catering Vans 120,000 70,000 -                  

   Less: Accumulated Depreciation - Vans (12,000) (5,000) -                  

Long Term Investments 20,000 10,000 -                  

   Total Non Current Assets 276,898 233,040 165,252

TOTAL ASSETS 460,480 $     407,302 $     260,757 $      

LIABILITIES

   Current Liabilities

Bank Loan - Short Term Credit Line 15,000 $       12,000 $       10,000 $        

Accounts Payable - Food Suppliers 21,054 18,654 14,865

Accounts Payable - Other 1,695 1,148 1,627

GST Payable 1,867 1,754 2,541

Current Portion of Long Term Debt 5,000 5,000 5,000

   Total Current Liabilities  44,616 38,556 34,033

   Non Current Liabilities

Long Term Bank Loan 137,000 142,000 52,000

TOTAL LIABILITIES 181,616 180,556 86,033

SHAREHOLDERS EQUITY

Common Shares 2,600 2,600 2,600

Retained Earnings 276,264 224,146 172,124

TOTAL SHAREHOLDERS EQUITY 278,864 226,746 174,724

TOTAL LIABILITIES & EQUITY 460,480 $     407,302 $     260,757 $      
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Date City Sales

GST on 

Sales

Total Cash 

Receipts

Inventory 

Purchases

Cost of 

Sales

Travel 

Expenses

Ending 

Inventory*

July 14 Springfield 14,723 $       736 $       15,459 $         6,000 $         5,595 $     1,240 $       405 $             

July 18 Shelbyville 12,568 $       628 $       13,196 $         4,500 $         4,524 $     805 $           381 $             

July 23 Capital City 19,523 $       976 $       20,499 $         7,600 $         7,809 $     1,920 $       172 $             

July 29 Ogdenville 6,854 $         343 $       7,197 $            1,953 $         2,125 $     365 $           (0) $                

*Ending inventory refers to the balance of inventory at the end of the event.
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Number of Days 

Outstanding

Accounts 

Receivable

Estimated % 

Uncollectible

0-30 36,500 $       2%

31-60 12,500 $       4%

61-90 9,250 $         5%

91-120 4,200 $         10%

Over 120 2,750 $         15%

TOTAL 65,200 $      


