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SECTION 2 (200 Marks) 

Answer any TWO questions 
 
 
5. Interpretation of Accounts 
 

The following figures have been extracted from the final accounts of Coulter Ltd, a service provider in 
the leisure industry, whose Authorised Capital is €900,000, made up of 650,000 Ordinary Shares at €1 
each and 250,000 10% Preference Shares at €1 each. 

 
 

Trading and Profit and Loss account for    
year ended 31/12/2003   
                                                                    € 
Sales 1,100,000  
Costs of goods sold   
   Stock 1/1/2003                  63,000 
   Purchases                         751,000 
   Stock 31/12/2003             (74,000) (740,000) 
Total operating expenses for the year (208,000)  
Interest for year                                       (15,000)               
Net Profit for year 137,000  
Proposed dividends                                 (66,000)               
Retained profits for year 71,000  
   
    
Balance Sheet as at 31/12/2003 
 
Intangible Assets 140,000 
Fixed Assets 760,000 900,000 

  
 Current Assets 170,000 

 
Current Liabilities 
 Trade creditors  (35,000) 

  Proposed dividends (66,000)   69,000 
  969,000 
  
 9% Debentures 2008/2009   160,000 
 Issued capital 
  500,000 Ordinary shares @ €1 each 500,000 
  200,000 10% preference shares @ €1 each 200,000 
 Profit and loss balance  109,000 809,000 
  969,000 
  
You are required to answer the following: 
 
(a) (i) Cash purchases if the average period of credit received from creditors is 1.5 months. 

(ii)  Earnings per share 
  (iii) How long it would take one ordinary share to recoup (recover) its 2002 market price based  
    on present dividend pay out rate. 
 (iv) The dividend yield for 2002. 
  (v) The market value of one ordinary share in 2003 if the price earnings ratio is 9. (50) 
 
 

(b) Assume that the company wishes to raise further finance by issuing the remaining shares at €2 per share.  
Would you as a shareholder be prepared to purchase these shares?  Outline your reasons for 
purchasing/not purchasing some shares. Your answer should include all relevant information included in 
the above figures and references to any other information that you consider necessary. (50) 

 
 

Ratios and figures for year ended 
31/12/2002 
 
Earnings per ordinary share  22c 
Dividend per ordinary share  2.9c 
Quick ratio                 0.9 to 1 
Market value of ordinary share         €1.75 
Return on capital employed              14% 
Return on equity funds   19% 
Interest cover                        9 times 
Gearing                  40% 

(100 marks) 


