
6. Published Accounts 
 
 The following is the trial balance of Thompson Plc as at 31/12/2001 
 Dr                       Cr 

 € € 
Fixed asset investments 300,000 
Patent at 1/1/2001 168,000 
Building - cost at 1/1/2001 700,000 
Building - accumulated depreciation at 1/1/2001  48,000 
Stock at 1/1/2001 650,000 
Debtors and Creditors 139,000 241,000 
8% Debentures 2005/2006  400,000 
Purchases and Sales 6,150,000 7,988,000 
Distribution costs 610,000  
Administration expenses 742,000 
Rental income  52,000 
Provision for bad debts 23,000 
Debenture interest paid 12,000 
Interim dividends 24,000 
Profit on the sale of land  80,000 
Bank 179,000 
VAT  82,000 
Authorised and issued share capital: 
 Ordinary shares @ €1 each  400,000 
 7% Preference shares @ €1 each  300,000 
Profit and loss at 1/1/2001 ________     60,000 
 9,674,000 9,674,000 
 

The following additional information is provided: 
 
(i) Stock at 31/12/2001 is €690,000. 
(ii) Depreciation is to be provided for as follows: 

 Building 2% straight line (There were no purchases or sales of buildings during the year).   
 During the year land adjacent to the company’s building which had cost €55,000 was sold for €135,000.  

At the end of the year the company re-valued its building at €750,000.  The company wishes to 
incorporate this value in this year’s accounts. 

(iii) Provision is to be made for: 
 Directors’ remuneration €80,000 
 Auditors’ remuneration €9,000 
 Corporation tax €170,000 
 Debenture interest due at 31/12/2001 
(iv) The patent was acquired on 1/1/1998 for €240,000.  It is being amortised over 10 years in equal 

instalments.  The amortisation should be included in cost of sales. 
(v) On 1 July 2001 interim dividends of €10,500 and €13,500 were paid to the ordinary and preference 

shareholders respectively.  The directors propose the payment of the preference dividend due  and a final 
dividend on ordinary shares of 6c per share. 

(vi) The fixed asset investments are in listed companies.  The market value of these investments at 31/12/2001 
was €480,000.  There were no purchases or sales of investments during the year. 

(vii) The debentures are secured by a fixed charge over the company’s tangible fixed assets. 
(viii) On 12/12/2001 the company received a letter from a former employee who was dismissed on 1/10/2001.  The 

employee is claiming compensation for unlawful dismissal.  The company’s legal advisers believe that the 
company is unlikely to be liable under the terms of the employment contract and they estimate the maximum 
amount of the liability will be legal costs of €25,000. 

 
You are required: 
(a) To prepare the published profit and loss account for the year ended 31/12/2001 and a balance sheet as at that date 

in accordance with the Companies Acts and latest accounting standards showing the following notes: 
1. Accounting policy note for tangible fixed assets and stock.  
2. Operating profit 
3. Contingent liabilities 
4. Dividends 
5. Tangible fixed assets     (85) 

 
(b) State the difference between an Auditor’s Qualified and Unqualified Report.  (15) 

     
(100 marks) 
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