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The largest type of business unit tends to be the Public Limited Company.  The features of this type of organisation are:

· it raises the bulk of its capital by selling shares on the Stock Market

· the public (and organisations) buy these shares in return for an annual dividend

· the organisation is run by a Board of Directors

· there is LIMITED LIABILITY (shareholders’ liability is limited to their shareholding)

When the PLC is set up, the Board of Directors decide the maximum amount of capital they want to raise and how it is split between Preference Shares, Ordinary Shares and Debentures.  This is known as AUTHORISED SHARE CAPITAL.

Often Boards of Directors phase in the selling of these shares ie sell some now and keep some for later, the shares currently sold to shareholders is called ISSUED SHARE CAPITAL.  The public buys shares as an investment which will pay them an annual return called a DIVIDEND.  

There are 2 main types of share:

PREFERENCE SHARES – these come with a fixed rate of interest eg 5% Preference Shares pay out a yearly dividend of 5% of the value of the preference shares held.  Preference shareholders are paid their dividend before the ordinary shareholders.

ORDINARY SHARES – these shares pay a variable rate of interest depending on the level of the profits made each year.  The Board of Directors decide how much will be paid in dividend to the ordinary shareholder.  In good years with high profits there can be an excellent dividend paid out but in poor years there may be none.  To compensate the shareholder for this risk, ordinary shareholders are entitled to vote on issues to do with the running of the firm at the Annual Shareholders’ Meeting.

Public Limited Companies can raise additional capital by selling DEBENTURES.  These are not shares but loans to the company.  As such, Debenture Interest is paid to Debenture holders out of Gross Profits ie it is an expense like any other loan interest eg to the bank.

By law, Public Limited Companies must publish a set of final accounts annually.  These accounts allow shareholders to assess if they want to keep their shares or sell them and invest their money elsewhere.

THE FINAL ACCOUNTS OF A PUBLIC LIMITED COMPANY

These consist of:

· Trading, Profit and Loss and Appropriation Accounts and 

· A Balance Sheet

Here are the Trading, Profit and Loss and Appropriation Accounts of a PLC.

	ELM GROVE ENTERPRISES PLC
	
	
	

	TRADING AND PROFIT AND LOSS AND APPROPRIATION ACCOUNTS FOR YEAR ENDED 31 MARCH 2006 

	
	
	
	£000s
	£000s
	£000s

	Net Sales
	
	
	
	
	682

	Less Cost of Sales:
	
	
	
	

	Opening Stock
	
	
	  86
	

	Add Net Purchases
	
	
	220
	

	
	
	
	
	306
	

	Less Closing Stock
	
	
	  16
	290

	Gross Profit
	
	
	
	
	392

	Less Expenses:
	
	
	
	

	General Expenses
	
	
	310
	

	Depreciation:   Machinery
	
	   3
	
	

	
	F & F (20% x 5,000)
	   1
	    4
	

	Debenture Interest (8% x 50,000)
	
	    4
	318

	Net Profit
	
	
	
	
	  74

	Add Unappropriated Net Profit b/f
	
	
	  17

	
	
	
	
	
	  91

	Preference Share Dividend (12%x100,000)
	
	 12
	

	Ordinary Share Dividend (20%x70,000)
	 
	 14
	

	Transfer to General Reserve
	
	   5
	  31

  60

	Unappropriated Net Profit c/f
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Here is the Balance Sheet: 

	ELM GROVE ENTERPRISES PLC
	 
	 
	 

	BALANCE SHEET AS AT 31 MARCH 2006
	 
	 

	 
	 
	 
	£000s
	£000s
	£000s

	Fixed Assets:
	 
	 
	At Cost
	Agg Depr
	NBV

	Premises
	 
	 
	156
	 
	156

	Machinery
	 
	 
	25
	3
	22

	Furniture & Fittings
	 
	 
	5
	1
	4

	 
	 
	 
	186
	4
	182

	Current Assets:
	 
	 
	 
	 
	 

	Stock
	 
	 
	 
	16
	 

	Debtors
	 
	 
	 
	242
	 

	VAT
	 
	 
	 
	20
	 

	Cash
	 
	 
	 
	1
	 

	 
	 
	 
	 
	279
	 

	Less Current Liabilities:
	 
	 
	 
	 

	Creditors
	 
	 
	51
	 
	 

	Dividends Due (12+14)
	 
	 
	26
	 
	 

	Bank Overdraft
	 
	 
	5
	 
	 

	Accruals
	 
	 
	28
	110
	169

	 
	 
	 
	 
	 
	351

	Financed by:
	 
	 
	 
	 
	 

	Authorised Share Capital:
	 
	 
	 
	 

	100,000 12% Preference Shares @ £1
	100
	 

	100,000 Ordinary Shares @ £1
	 
	100
	200

	Issued Share Capital:
	 
	 
	 
	 
	 

	100,000 12% Preference Shares @ £1
	100
	 

	70,000 Ordinary Shares @ £1
	 
	 
	70
	170

	Reserves and Unappropriated Profits:
	 
	 

	General Reserve (36+5)
	 
	 
	 
	41
	 

	Unappropriated Profit
	 
	 
	 
	60
	       101

	Long Term Liabilities:
	 
	 
	 
	 
	

	5% Debentures (2010)
	 
	 
	 
	 
	80

	 
	 
	 
	 
	 
	351



	

	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	

	
	
	
	
	
	

	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	

	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	





Debenture Interest must be treated as an expense








When VAT has a debit balance it is a Current Asset.  Elm Grove Ent plc is due to receive £20,000 from HM Revenue and Excise Dept





The dividends as itemised in the Appropriation Account are still to be paid to shareholders who are creditors until payment is made





Authorised Capital section appears for information only.  Notice the total is underlined and not used in calculation





This company had a General Reserve of £36,000 to which it adds another £5,000 this year (see Approp Acc over)





This is the balance of Net Profit remaining in the Approp Ac (see over)





This is the date by which the debentures must be repaid to holders





12% PS shares means dividend is 12% times the value of PS shares issued





Unappropriated profit from last year is added to this year’s Net Profit





PUBLIC LIMITED COMPANY		     SHAREHOLDERS





BOARD OF DIRECTORS			ORDINARY SHARES





DEBENTURES				     PREFERENCE SHARES





DIVIDEND			       	AUTHORISED SHARE CAPITAL





ISSUED SHARE CAPITAL			                   RESERVES





UNAPPROPRIATED PROFIT		 LIMITED LIABILITY
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