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INSTRUCTIONS TO CANDIDATES:

· This paper consists  of six questions

· Answer any five questions.

· Write your answers in the answer booklet provided 

· All questions carry equal marks

This paper consists of 2  printed pages. Candidates should check to ascertain that all papers are printed as indicated and that no questions are missing
Answer any Five Questions in the answer booklet provided.

1. (a) Discuss five reasons why developing countries are reluctant to implement free trade agreements.   (10mks)                         

   (b) Meryline and Calvince are two lawyers who want to start a legal firm. Explain five limitations they may                                                                                                                                                                                                                            
       face during operations of the business. 
     






(10mks)

2. (a) Record the following transactions in the relevant ledger accounts and balance them off.            

    (10mks)

      2013. 


Jan1: started business with 100,000ksh. in the business bank account.

Jan 2: Obtained a co-orparative loan of ksh. 120,000 cash.

Jan 3: Purchased furniture costing ksh. 70,000 paying ksh. 40,000 by cheque and the balance in cash


Jan 4: Deposited ksh. 15,000 into business bank account.


Jan 5: Repaid: ksh. 20,000 part of the loan paying by cheque

2. (b) Inflation has been a major concern to Kenyan economy. Explain how persistent increases in prices of commodities have affected the life of a consumer.
3. (a) The following information was extracted from the books of Awasi Traders for the year ended 31st March 2011.  

     (10mks)
      Sales                                  720, 000

      Stock 1st. April 2010          150,000

      Stock 31st March 2011        210,000

      Margin                                     25%

Required               

(i) Prepare Awasi Traders trading account for the year ending 31st March 2011.                                (8mks)

(ii) Calculate the business rate of Stock turnover. 
       (2mks)

(b) Explain five consequences that may result from a young population of a country.                       

     (10mks)
4. (a) Kenya is a member of the international Monetary fund (IMF. Explain five benefits Kenya enjoys from being a member of this institution.                                                                                                        
      (10mks)

   (b) Describe five channels employed in the distribution of locally manufactured goods.                         (10mks)

5. (a) Explain five factors that would account for a shift in the supply curve to the left.                              (10mks)

   (b) Explain five conditions that would be fulfilled in order for an insurance contract to operate legally. (10mks)                                                                                                                                                       

6. (a) Record the following transactions in a double column cashbook.                                                  
     (10mks)           
       2011   
Sept. 1     Cash in hand ksh. 11,000 and cash at bank 18, 8000ksh.

          

”      4      Sold goods for ksh. 5,000 cash.

        

 ”       6    Received a cheque from Mercy, a deptor, kshs. 5,800.
        

 ”       7     Deposited ksh. 8000 into the bank from the cash fill.

        

 ”       10   Ochieng’, a creditor, was paid ksh. 12,000 by cheque.

        

 ”       12  Goods were sold for ksh. 24,000 and ksh. 16,000 was received by cheque while the



    balance was to be received later.

      

 ”        15  Furniture was bought for ksh. 9,600 by cheque.

      

 ”         18  ksh. 12,000 was withdrawn from bank for business use. 

(b) Kenya is among the under-developed countries in the world. Explain five characteristics which make you 
think so.                   









(10mks)                
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