Hiddleston Plc’s accountant has prepared the following trial balance for the year ended 31 December 2021

	
	£ 
	£

	Ordinary Share Capital (£1 shares) 
	
	44,000

	Share premium 
	
	24,500

	Dividends paid during the year 
	40,000 
	

	Retained Earnings at 1st January  2021 
	
	107,500

	6% Bank loan 
	
	65,000

	Property at cost 
	225,000 
	

	Motor vehicles at cost 
	89,000 
	

	Accumulated depreciation on property (at 1st January  2021) 
	
	72,900

	Accumulated depreciation on motor vehicles 
(at 1st January  2021) 
	
	22,850

	Inventory at 1st January  2021 
	39,125 
	

	Trade Receivables 
	70,470 
	

	Allowance for receivables at 1st January  2021 
	 
	10,375

	Trade payables 
	
	34,775

	Cash at Bank 
	43,250 
	

	Sales revenue 
	
	700,300

	Purchases 
	495,370 
	

	Administrative Expenses 
	51,375 
	

	Distribution Costs 
	28,610 
	

	
	1,082,200 
	1,082,200


Additional information: 

a) Interest on the bank loan accrues at 6% per annum. Interest for the year ended 31 December 2021 has not yet been accounted for. 

b) The cost of closing inventory at the year-end is £52,500. This balance includes 300 items which had cost £20 each. These items were found to have been defective at the year end. Remedial work is estimated at £1,800 and the items can then be sold at £18 each.
c) Depreciation for the year has not yet been charged. Hiddleston’s depreciation policy is as follows: 
· Property is depreciated over 50 year’s useful life on a straight line basis. It is charged 50% to Cost of Sales and 50% to Administration expenses. 
· Motor vehicles are depreciated at 25% reducing balance based on the carrying amount. Depreciation on motor vehicles is charged to distribution costs. 

d) One of Hiddleston’s customers was declared bankrupt during the year. Hiddleston does not think it will ever recover the amount of £5,500 due from this customer. The amount is to be written off. Allowance for doubtful debts should be increased by £3,000. All expenses related to trade receivables are presented within Administrative Expenses. 

e) On 5 January 2022, Hiddleston received an invoice for electricity that relates to the last quarter  2021. The invoice amount was £1,200. 

f) Corporation tax of £6,940 is to be provided. 

Required: 

In formats suitable for publication and, and complying with the requirements of IAS 1 Presentation of Financial Statements, prepare: 

(a) A Statement of Profit or Loss (Income Statement) for the year ended 31 December  2021; and 
(9 marks) 

(b) A Statement of Financial Position (Balance Sheet) as at 31 December  2021. 
(11 marks)
[Total : 20 marks]

