
QUESTION 3 - Published Accounts 

(a) 

Profit and Loss Account of North Plc for the year ended 31/12/1999 
Notes £ 

Turnover 895,0000 
Cost of Sales (41,000 + 605,000 - 44,000 + 4000) 1 606,0000 
Gross profit 289,000 
Distribution costs Wl 52,0008 
Administrative expenses W2 221.000 8 273,000 

16,000 
Other operating income 
Discount 3,2500 
Operating profit 2 19,250 
Profit on sale of land 80,000 8 
Investment income 9,6008 

108,850 
Interest payable 3 10,0008 
Profit on ordinary activities before taxation 0 98,850 
Taxation 25,0000 
Profit after taxation 73,850 
Dividends paid 4 24,000 8 
Dividends proposed 4 12,0008 36,000 
Profit retained for year 37,850 
Profit brought forward at 1/1/1999 62,7008 
Profit carried forward at 31/12/1999 1005508 

Notes to the Accounts 

1.	 Accounting policy notes 8 
Tangible Fixed Assets 
Depreciation is calculated in order to write off the value or cost of tangible 
fixed assets over their estimated useful economic life, as follows: 
Buildings - 2% per annum -straight line basis. 
Delivery vans - 20% of cost 
Stocks Stocks are valued on a First in first out basis at the lower of cost and net 

realisable value. 

2.	 Dividends e 
Ordinary dividends 

Interim paid 7.Op per share	 21,000 
Final proposed 3.Op per share	 9,000 30,000 

Preference dividends 
Interim paid 3.Op per share 3,000 
Final proposed 3.Op per share 3,000 6,000 

3.	 Interest payable: 0 
Interest payable on debentures repayable during years 2007/2008 10,000 
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QUESTION 3 Notes (continued) 

4.� Operating profit 8 
The operating profit is arrived at after charging:� 

Depreciation on tangible fixed assets 47,500� 
Patent amortised 4,000� 
Directors remuneration 60,000� 
Auditors remuneration 5,500� 

5.� Profit on sale of property 0� 
The company sold land for £80,000 greater than it cost. Cost £60,000� 

Workings 

1.� Distribution costs 
Advertising 16,000 ~. 

Depreciation - delivery vans 36,000 52,000 

2.� Administrative expenses� 
Directors fees 60,000� 
Salaries and general expenses 122,000� 
Rent 22,000� 
Auditors fees 5,500� 
Depreciation - buildings 11,500 221,000� 

(b)� 

Audit� 

An audit is the independent examination of, and the expression of opinion on the fmancial� 
statements of an enterprise by an appointed auditor in pursuance of that appointment."� 

The main objective of an audit is to enable the auditor, in keeping with the requirements of the� 
Companies Acts, to report on the truth and fairness shown by:� 

• the balance sheet 
• the profit or loss shown by the profit and loss account 
• any other information required to be disclosed in the fmancial accounts. 

The Companies Acts do not require the auditor to certify that the company records are correct or� 
accurate but that the accounts give a true andfair view ofthe financial position of the business.� 
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