
KASNEB 

CPA PART I SECTION 1 

CIFA PART I SECTION 1 

FINANCIAL ACCOUNTING 

MONDAY: 21 November 2016. Time Allowed: 3 hours. 

Answer ALL questions. Marks allocated to each question are shown at the end of the question. Show ALL your workings. 

QUESTION ONE 
The following trial balance was extracted from the books of accounts of Furaha Ltd. as at 30 June 2016: 

Sh."000" Sh."000" 
Freehold property (cost) 28,000 
Machinery (cost) 18,000 
Furniture (cost) 6,000 
Accumulated depreciation (1 July 2015): 

Machinery 5,400 
Furniture 2,160 

Purchases 68,000 
Sales 91,000 
Inventory (I July 2015) 26,400 
Trade receivables 14,640 
Trade payables 7,200 
Discounts allowed 1,350 
Discounts received 1,100 

Selling and distribution expenses 2,750 
Administrative expenses 5,300 
Debenture interest 160 
Allowance for doubtful debts ( I July 2015) 610 
8% debentures 2,000 
Ordinary share capital 30,000 
I 0% preference share capital 20,000 
Share premium 5,000 
Retained earnings ( I July 2015) 12,330 
Bank balance and cash in hand 2,100 
Interim dividend paid: Preference 800 

Ordinary 1,200 
Insurance 2.100 

176 800 176 800 

Additional information: 
I. At the end of the financial year, it was not possible to carry out a stock take for inventory valuation. However, the

normal profit margin is 20%.
2. On 30 June 2016, administrative costs included a prepayment ofSh.500,000.
3. Insurance was paid on I July 2015 and is to cover a period of three years in equal instalments from that date.
4. Debtors amounting to Sh.640,000 had been unable to pay by 30 June 2016. This amount should be written off.
5. Allowance for doubtful debts is maintained at 5% of the trade receivables at the end of each year.
6. Depreciation is provided as follows per annum:

Asset Rate 
Machinery I 0% on straight line basis. 
Furniture 20% on reducing balance basis. 

7. The directors have proposed the following:
• A 6% dividend on ordinary shares.
• A final dividend on preference shares.
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