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1* The following are the summarised Balance Sheets for Godfrey plc as at 31 December:

2009 2010
£ £ £ £

Fixed assets
Premises 1 100 000 1 600 000
Machinery 520 000 720 000
Delivery vehicles 340 000 272 000

1 960 000 2 592 000
Current assets
Stock 87 500 110 000
Debtors 74 000 92 500
Bank 39 000 26 000

200 500 228 500
Creditors due in less than one year
Creditors 52 500 83 000
Corporation tax 47 500 56 000
Proposed dividend 50 000 65 000

150 000 204 000
Net current assets 50 500 24 500
Total assets less current liabilities 2 010 500 2 616 500

Capital and reserves
£1 Ordinary shares 1 200 000 1 400 000
Share premium 400 000 500 000
Revaluation reserve 100 000 300 000
General reserve 240 500 290 500
Profit and loss 70 000 126 000

2 010 500 2 616 500

 Additional information:

  (i) The amount of depreciation expense for the year ended 31 December 2010 for Machinery 
was £130 000. There were no disposals of machinery for the year ended 31 December 
2010.

  (ii) A delivery vehicle with a book value of £38 000 had been sold during March 2010 for 
£22 300. This had been immediately replaced by a new delivery vehicle costing £35 000, 
which was paid for in full at the time of purchase.

  (iii) On 1 July 2010 an interim dividend of 5 pence per share was paid on the ordinary share 
balance as at 31 December 2009.

  (iv) The premises owned by the company at 31 December 2009 were re-valued in January 
2010. Additional premises were purchased in April 2010. Premises are not depreciated.

 REQUIRED

 For Godfrey plc, the Cash Flow Statement in accordance with good accounting practice for the 
year ended 31 December 2010.  [25]

 Total marks [25]
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2 The following is a summary of the final accounts of Bolt plc for the year ended 31 March 2010:

Profit and Loss Account for year ended 31 March 2010
£ £

Turnover 300 000
Cost of sales 140 000
Gross profit 160 000
Distribution costs 45 000
Administrative expenses  60 000 105 000
Operating profit 55 000
Interest payable  15 000
Profit before tax 40 000
Corporation tax  12 500
Profit after tax 27 500
Profit and loss brought forward   7 500
Transfer to reserves 5 000 35 000
Ordinary dividend  25 000  30 000
Retained profit   5 000

Balance Sheet as at 31 March 2010
£ £

Fixed assets 450 000

Current assets
Stock 110 000
Debtors 25 000
Bank  15 000

150 000

Creditors due
Creditors 65 000
Dividends 25 000
Taxation  12 500

102 500

Net current assets  47 500
497 500

Long term liabilities
5% Debentures 300 000

197 500

Capital and reserves
£1 Ordinary shares 100 000
Share premium 25 000
General reserve 67 500
Retained profit   5 000

197 500

 Authorised Share Capital is 400 000 £1 ordinary shares. The current market value is £1.25 per 
ordinary share. The stock valuation as at 1 April 2009 was £50 000.
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 REQUIRED

 (a) Calculate each of the following (where appropriate calculations should be to two decimal 
places):

  (i) return on capital employed;  [2]

  (ii) sales/capital employed;  [2]

  (iii) liquid (acid test) ratio;  [2]

  (iv) rate of stock turnover;  [3]

  (v) dividend yield.  [3]

 (b)* Comment on the limitations of only using the ratios calculated in part (a) as a means of 
assessing the performance of Bolt plc.  [10]

 (c) Bolt plc is considering the option of selling surplus fixed assets for £80 000. The proceeds of 
the sale would be used to reduce the amount owing to debenture holders. Explain how this 
would affect the financial position of Bolt plc.  [4]

  Total marks [26]
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3 Flintoft plc has an authorised share capital of 900 000 ordinary shares at £2.00 each. At 1 January 
2010 it had already issued 450 000 fully paid ordinary shares at a premium of £1.00.

 Flintoft plc decided to offer to the public a further 200 000 ordinary shares at £4.50 each. The 
terms of the issue are £1.50 payable on application and £3.00 on allotment.

 The public can apply for these shares between 1 March 2010 and 31 March 2010. By 15 March 2010 
applications had been received for 150 000 ordinary shares and by 31 March 2010 applications for 
a further 130 000 ordinary shares had been received. On 1 April 2010 all the excess application 
money was returned to the unsuccessful applicants.

 Four fifths of the allotment money was received on 20 June 2010 and the remaining allotment 
money was received on 8 July 2010.

 REQUIRED

 (a) For Flintoft plc, prepare the following ledger account to record the share issue. Where 
appropriate the closing balance should be shown (dates are not required).

  (i) Application and Allotment Account  [7]

  (ii) Ordinary Share Capital Account  [3]

  (iii) Share Premium Account  [4]

 (b) Flintoft plc is planning an issue of preference shares. Explain three types of preference shares 
that it could issue.  [9]

 (c) Discuss the implications of an issue of preference shares for the ordinary shareholders of 
Flintoft plc.  [6]

  Total marks [29]
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Copyright Information

OCR is committed to seeking permission to reproduce all third-party content that it uses in its assessment materials.  OCR has attempted to identify and contact all copyright holders 
whose work is used in this paper.  To avoid the issue of disclosure of answer-related information to candidates, all copyright acknowledgements are reproduced in the OCR Copyright 
Acknowledgements Booklet.  This is produced for each series of examinations and is freely available to download from our public website (www.ocr.org.uk) after the live examination series.

If OCR has unwittingly failed to correctly acknowledge or clear any third-party content in this assessment material, OCR will be happy to correct its mistake at the earliest possible 
opportunity.

For queries or further information please contact the Copyright Team, First Floor, 9 Hills Road, Cambridge CB2 1GE. 

OCR is part of the Cambridge Assessment Group; Cambridge Assessment is the brand name of University of Cambridge Local Examinations Syndicate (UCLES), which is itself a 
department of the University of Cambridge.
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