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Q-1 Ansr.r,er the qLiestions ,eiven at the end ofthe case JU

Quick Bites
In rnid-2015, Mr. and Mrs. Iyer decided to go into the restaurant business. Mr. Rama was

dissatisfied with his job as short-order cook in a small famil,v owned restaurant r'vhere he

earned $ 10 an hour. During July 2A15, the Iyers found a business that seemed to be w'hai

they wanted. This was the quick Bite, a lunch countff located in Fisher's Deparlment Store

downtown. The Quick Bite was operated under a lease with department store; only the

equipment was actually the property of the operator of, the iunchroom. The equipment w'as'

but Mr. Iyer thought that it was in fairly good condition.

The couple opened negotiations with the current lunchroom operator and quickly reached an

agreement to take over the lease and equipment on September 1, and to pay the operator a

price of $10,300. Of this price, Mr. Iyer estimated that $4,600 respresented the fair value of

the equipment. The lease expired on August 3!,2015, and was renewable tbr 3 year"s if
Fisher's consented. Under the terms of the lease, Fisher's furnished space, heat, light and

water, and the operators (i.e. the Iyers).paid Fisher's l5%oT gross receipts as rent'

The Iyers paid the $ 10,300from their personal savings account and also transfelred $5,i 50 to

a checking account that they opened in the name of Quick Bites.

Shortly after they started operations, the cooking range broke down. The lyers thereupon sold

the range for $400 (which was approximately estimated value as a part of the $4,600) and

purchased a new range for $4,000. It was installed immediately, and they paici $600 for its

installation.

Thti coffee urn also broke down, but Mr. Iyer was able to repair it himself by working 16

hours one Sunday.

Early in 2016, the Iyer called in a firm that specialized rn making out reports for snrali

businesses and requested fiaancial statements for Quick Bites for the period ended Dec 3i,

2015. From their Cash Register and cheque book, they had the following figures:

t**

,

h

CASH RECEIPTS $

C:qh frorn customers 33165

Sale of 400

33555

CASH DISBURSEMENTS:
Food 14275

License Fees l/"3

15o/o rcnt paid tc Fishers fi"orn Sep t*
1\Ov

3458

lrlevl Ccoking B-ange 40c0

Total Receirlts
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Q-2 Answer the following:
1. External audit of the accounts of a limited

company is required:
a. at tfie discretion of the shareholders
b. by the Companies Act2073
c. to detect fraud
d. because it is dernanded bY the

company's bankers
2. Directors' responsibilities are unlikely to

include
a. a fiduciary (trustee) dutY

b. a dutyrto keep proper accounting
records

c. a duty of care and affection
d. a duty to propose high dividends for

shareholders
3. The statement of cash flows is

a. a Legal requirement for all business

entities
b. an alternative to the income statement

account

(10)

c. an aiternative to the balance sheet

d. the one which shows liquidity status

4. Perfbrmance review of a busir-ress lxust

compare against
a. the performance of a similar

business outside its inciustrial sectcr

b. an appropriate starlcjarcl ioi
comparison

c. the perlorlnallce ol a sinlilar'

business within its indLrstriai sector

d. a business of simiiar size

5. When a company gives an apafiment to the

Director of the company, the rent paici is

posted to:
a. Cost of Material Cousunle'l
b. Seliing, Distribution and Generai

Administratiorl
o. Ernployee Beileilt Cost
d. Other Expenses
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l]eiore g*ing ircn:e tt11 *ei 31. iir; i;ai'ii:ill {}r-i.:t"il--. 'i-'- ;ri',ir- i-i;'i.'''.i:,tl'l , :,i' ''irr.Ji! ,,lr-::: '-':r

hand to be abour $750 a: ccsi. Earil,iii janual;r. the;, pa:i.i I i:iii:." l:il= Dc.ii;rr- -- .-' i,-' 
'

.$890 and the Decemtrer rent o1"915i5.

The 11,er alsc explained to the acccuntant that rhe cash ieceipts oi Sli"i6--i irrlrrilec S'lE5C

receired fi-op-i i1e sale ai 14* 'Co:-rpots' ai 5:7.i ea-c::. 
".'iich 

c,:i-lii-i ;c '.'sili i'r] i--:"'i''-'I 111,j1.:

As of Dec 31, couopons u,itil a lace ''.ai,-ie oi $2,700 had bter-i us.j l''- i-'-:" i.l' i-:-i:.li::

th-.,,fnr+.^!!n^n{r-.,i1hrfncer.,rlrreof(l-i00rret'tstil! oilistandirrgtiiglulUif,. L LruyuirJ 1i ltii u au!! I

Questions:
1. prepare Income Statement, Baiance Sheet ai-rd Cash Fio-ur'staternet-ii i;r"the pericci

ending on 31" Dec,2015' (8 ior each Statements)

2. Explain briefly your treatment of the coupon books. (6 Marks)
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6. From the following identify operating activities are applicable to respective industrl'. l)iepa|e

the table and mention yes, if applicable to the industry and no otherwise' (0.5x'tr:2 Marks)

Industry Inventory Bil1s Receivables Crediioi's

Bakery
TV Channel (Media)
Computer Software

l. You are a consuitant for Financiai r*1sarting, a ^ +=. ) ^-+5 r ULttrl1L

welfare of students. Suggest variou.s repcfis to be publisl're,r fbr getti;.ig spo;-rsol'siri1l"

memhershrp and ,'c:tiicience 3l '. ai:c:' 'rr-Krhcicer-. : 1 r

u3ew'irircirarvais li;r
Total Disbursements
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