
 
 

SECTION 2 (200 Marks) 
Answer ANY TWO questions 

 
 
5. Interpretation of Accounts 

 
The following figures have been taken from the final accounts of Quicken Ltd, a company in the internet stock area, for the 
year ended 31/12/2000. 

 
 Trading and Profit and Loss Account   Ratios and Figures for  
 for year ended 31/12/2000  year ended 31/12/1999 
   £ 
 Sales 885,000 Gross profit % 25% 
 Cost of sales (690,000) Interest cover 6 times 
 Total operating expenses for the year (130,000) Quick ratio 1.3 to 1 
 Interest for year (15,000) Earnings per ord. share 15p 
 Net Profit for year 50,000  Return on capital employed 11.8% 
 Proposed Dividends (46,000) Market value of ord. share £2.15 
 Retained profited for year 4,000 
 Profit and Loss balance 1/1/2000          37,000  cr. 
 Profit and Loss balance 31/12/2000 41,000  
 
 
 Balance Sheet as at 31/12/2000 
 
 Intangible Assets  145,000 
 Fixed Assets  430,000 575,000 
 
 Current Assets (including  
                            stock £47,000) 95,000 
 Creditors trade  (33,000) 
 Proposed Dividends  (46,000)   16,000 
    591,000 
 10% Debentures (2004/2005)  150,000 
 Issued Capital 
  350,000 Ordinary Shares @ £1 each 350,000 
  50,000 8% Preference Shares @ £1 each 50,000 
 Profit and Loss Balance  41,000 441,000 
     591,000 
 Market value of one Ordinary Share            £2 
 
 
 You are required to: 
  
 (a) Calculate the following for the year 2000: 

 1. Interest cover  
 2. Earnings per share 

 3. The opening stock if the rate of stock turnover is 15 times (based on average stock). 
 4. How long it would take one ordinary share to recoup (recover) its market price (assume current performance 
   is maintained)           (45) 

 5. Dividend yield of ordinary shares  
  

(b) Consider whether the debenture holders would be satisfied with the policy and state of affairs of the above  
 company. Use available relevant information to support your answer.     (45) 

  
 (c) Give five possible causes for the difference in gross profit % between 1999 and this year.   (10) 
 
              (100 marks) 
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