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Q.2 Published Accounts 
(a) 

Profit and Loss Account of Finan plc for the year ended 31/12/2019 
  €  
Turnover  2,380,000 [2] 
Cost of sales W1 (1,438,000) [4] 
Gross profit  942,000  
Distribution costs W2 (465,200) [4] 
Administrative expenses W3 (180,800) [6] 

  296,000  
Other operating income W4 119,000 [3] 
Operating profit  415,000  
Investment income W5 16,000 [2] 
Profit on sale of land    65,000 [2] 

  496,000  
Interest payable    (18,000) [2] 
Profit on ordinary activities before tax [1] 478,000  
Taxation  (100,000) [2] 

  378,000  
Dividends paid  (38,000) [2] 

  340,000  
Profit brought forward at 01/01/2019   81,000 [2] 
Profit carried forward at 31/12/2019 421,000 [3] 

Penalties are applied where entries are in incorrect sequence 

Workings 
 

1. Cost of sales: 85,000 + 1,450,000 – 110,000 + 13,000 = 1,438,000 
2. Distribution costs: 378,000 + 3,200 + 84,000 = 465,200 

3. Administration expenses: 92,000 + 12,000 + 14,000 + 50,000 
+12,800 
 

= 180,800 

4. Other operating income: 60,000 + 12,000 + 47,000 = 119,000 
5. Investment income:10,500 + 5,500 = 16,000 
6. Total dividends paid €38,000   

 Preference dividends 5% of 200,000 = 10,000   
 Ordinary dividend €28,000 = 8% of ordinary share capital   
    
 Note: depreciation – buildings 2% of 800,000 = 16,000   
 Distribution: 20% of 16,000 = 3,200 
 Administration: 80% of 16,000 = 12,800 
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Notes to the Accounts 

1. Accounting Policy Notes [4] 
Tangible Fixed Assets 
Buildings were re-valued at the end of 2019 and have been included in the accounts 
at their re-valued amount. 
Vehicles are shown at cost. 
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 
Vehicles  20% of cost 

Stock is valued on a first in first out basis at 
the lower of cost and net realisable value 

2. Operating Profit [3]  
The operating profit is arrived at after charging: 
Depreciation on tangible fixed assets 100,000 
Patent amortised 13,000 
Director’s remuneration 50,000 
Auditors’ fees 14,000 

3. Financial Fixed Assets [2]   
Quoted Investments cost 250,000 with a market value of 290,000   
Unquoted Investments cost 85,000 with a directors’ value of 98,000  

  
 
 

4. Tangible Fixed Assets [7] 
 Land and 

Buildings Vehicles Total 

           € € € 
Cost as at 01/01/2019 940,000 420,000 1,360,000 
Disposal (140,000)  (140,000) 
Revaluation surplus 200,000  200,000 

 1,000,000 420,000 1,420,000 
Depreciation    
Depreciation 01/01/2019 74,000        134,000 208,000 
Depreciation charge for year     16,000        84,000 100,000 

  Revaluation  (90,000)  (90,000) 
          218,000 218,000 

    
Net book value 01/01/2019 866,000 286,000 1,152,000 
Net book value 31/12/2019 1,000,000 202,000 1,202,000 
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(b) 
Explain three reasons why a public limited company publishes its annual report and 
accounts. 
1. To comply with legal requirements. The companies’ acts require the publication 

of a profit and loss account and balance sheet. 
2. To report to shareholders, final accounts are prepared along with a directors’ 

report and an auditor’s report. 
3. To attract investors who might be interested in the financial position of the 

company to determine whether or not to invest funds. 
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