The following list of balances was extracted from the books of Smith Ltd on 31 December 2014.

	
	£

	Share capital (£1 shares)
	20000

	Share premium
	4000

	Revaluation reserve
	1500

	Debenture loan
	15000

	Freehold buildings
	22000

	Provision for depreciation- freehold buildings
	1250

	Plant and equipment
	16000

	Provision for depreciation – plant and equipment
	4950

	Stock at 31-12-14
	16845

	Trade debtors
	28450

	Cash in hand
	950

	Cash at bank
	8450

	Trade creditors
	8000

	Sales
	217450

	Cost of goods sold
	120960

	Administrative expenses
	24525

	Distribution expenses
	19450

	Interest payable
	1500

	Directors salaries
	18050

	Profit and loss account reserve at 1-1-14
	5030





The following adjustments are to be made:


a) Depreciation is to be provided in the accounts for the year at the following rates:

-	Freehold Buildings		2% straight line

-	Plant & Equipment		25% reducing balance

b) Corporation tax based upon the profits for the year amounting to £18000 is to be provided for.

c) An ordinary dividend of 15p per share is to be proposed at the year end



Requirement

[bookmark: _GoBack]Prepare the profit and loss account of Smith Ltd for the year ended 31 December 2014 and the balance sheet at that date.			


