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This paper consists of 7 printed pages.

Candidates should check the question paper to ensure that all pages are printed as indicated and no questions are missing

1.  State four components of economic environment of a business affect the operations of a business.                                                                                                                                      
( 4mks)
a) ………………………………………………………………………………………………
b) ………………………………………………………………………………………………
c) ………………………………………………………………………………………………
d) ……………………………………………………………………………………………

2. Identify four methods of generating a business idea.




(4mks)

a) ………………………………………………………………………………………………
b) ………………………………………………………………………………………………
c) ………………………………………………………………………………………………
d) ………………………………………………………………………………………………
      3. Indicate the disciplines of business studies described below.



(4mks)
             (a) Recording of business transactions in a systematic way ………………………..
             (b) Study of activities carried out in the general manager’s office…………………….

             (c) Home trade and foreign trade plus auxiliary services that facilitate them……………………

             (d) Kenya striving to satisfy its unlimited human wants using the scarce resources……………….
4.  Identify three features of parastatals that distinguish them from public corporations.         (3mks)
a) ………………………………………………………………………………………………
b) ………………………………………………………………………………………………
c) ………………………………………………………………………………………………
5. Highlight four reasons why a business would want to operate its own warehouse.   
(4mks)
a) ………………………………………………………………………………………………
b) ………………………………………………………………………………………………
c) ………………………………………………………………………………………………
d) ………………………………………………………………………………………………
6. State four features of monopolistic competition market structure.


(4mks)

a) ………………………………………………………………………………………………
b) ………………………………………………………………………………………………
c) ………………………………………………………………………………………………
d) ………………………………………………………………………………………………
7. The following balances were extracted from the books of Mpole Retailers on 30th June 2005. 
Shillings.



Fixed assets



38,000



Creditors



20,000



Debtors




50,000



Stock




65,000



Bank




45,000



Cash




22,000

 
During the month of July, the following transactions took place.

July 20. Purchased equipments worth sh. 50,000 from Kuroki furniture’s paying sh. 20,000 by cheque, the balance to be paid later.
July 23rd.Took sh. 4,000 cash to pay school fees for his son.

July 29th.Withdrew sh. 10,000 from the bank for office use.

Prepare the balance sheet of Mpole Retailers on 31st July 2005.



(5mks)

8. Write down four adverse effects on the economy by the Westgate  Mall terrorist attack on 21st September 2013.








(4mks)

a) ………………………………………………………………………………………………
b) ………………………………………………………………………………………………
c) ………………………………………………………………………………………………
d) ………………………………………………………………………………………………
9. Outline four characteristics of human resources. 





(4mks)

a) ………………………………………………………………………………………………

b) ………………………………………………………………………………………………

c) ………………………………………………………………………………………………

d) ………………………………………………………………………………………………

10. Highlight four challenges associated with division of labour and specialization.

(4mks)

a) …………………………………………………………………………………....................

b) ………………………………………………………………………………………………

c) ………………………………………………………………………………………………

d) ………………………………………………………………………………………………
      11.  Indicate the account to be debited (dr) and the account to be credited (cr) given the following transactions.










(4mks)

Transaction.




Dr.

Cr

(i) Owner took cash for own use.

(ii) Bought goods on credit.

(iii) Cash sales.

(iv) Paid creditors using a cheque.







12. Avoiding environmental pollution is an ethical issue in business. State four ways businesses can prevent environmental pollution.






(4mks)

a) ……………………………………………………………………………………………..

b) …………………………………………………………………………………....................

c) ………………………………………………………………………………………………

d) ………………………………………………………………………………………………

13. Highlight four reasons why many organizations are adopting open plan office layout as opposed to other layouts.









(4mks)

a) ………………………………………………………………………………………………

b) ……………………………………………………………………………………………....

c) ………………………………………………………………………………………………

d) ………………………………………………………………………………………………

14. State four limitations of using mobile phones money transfer services as a means of payment
(4mks)

a) ………………………………………………………………………………………………

b) ………………………………………………………………………………………………

c) ………………………………………………………………………………………………

d) ……………………………………………………………………………………………
    15. Name the document described by each of the following statements in the table below.
(4mks)
	Description
	Document.

	(a) Written by a seller to request the buyer to pay for goods before they are delivered.
	

	(b) A document requiring the seller to supply the goods specified in it.
	

	(c) A document that informs the buyer that goods ordered have been dispatched 
	

	(d) A document used by a seller to correct an overcharge in the invoice.
	


16. Outline four functions of Kenya bureau of standards.




(4mks)

a) ………………………………………………………………………………………………

b) ………………………………………………………………………………………………

c) ……………………………………………………………………………………………....

d) ………………………………………………………………………………………………

17. Outline four disadvantages of matatu transport in Kenya as a means of transport.



(4mks)

a) ………………………………………………………………………………………………

b) ………………………………………………………………………………………………

c) ………………………………………………………………………………………………

d) ………………………………………………………………………………………………
18. State four importance of communication to a business organization.


(4mks) 

       a)…………………………………………………………………………………………………….

b)……………………………………………………………………………………………………

c)…………………………………………………………………………………………………….

d)………………………………………………………………………………………………….....

19. State four factors that can lead to an increase of maize supply in a market.

(4mks)
a) …………………………………………………………………………………………………..

b) ………………………………………………………………………………………………......

c) …………………………………………………………………………………………………..

d) …………………………………………………………………………………………………..

20. State four negative implications of production activities on the environment and community health.










(4mks)

(a)……………………………………………………………………………………………………

(b)……………………………………………………………………………………………………

(c)……………………………………………………………………………………………………

(d)……………………………………………………………………………………………………
21. State four assumptions of a two sector economy in a circular flow of income.

(4mks)


(a)……………………………………………………………………………………………………

(b)……………………………………………………………………………………………………

(c)……………………………………………………………………………………………………

(d)……………………………………………………………………………………………………

22. State four factors that are likely to lead to a high birth rate in Kenya.


(4mks) 

a) ………………………………………………………………………………………………......

b) …………………………………………………………………………………………………..

c) …………………………………………………………………………………………………..

d) ………………………………………………………………………………………………......

23. Outline four characteristics of liabilities of a business.




(4mks)
a)……………………………………………………………………………………………………

b)…………………………………………………………………………………………………….

c)……………………………………………………………………………………………………
d)……………………………………………………………………………………………………

24. Record the following transaction in the relevant ledger accounts.



(4mks)

       a) Received sh. 15,000 cash in respect of rent paid.

       b) sold goods worth sh.40,000 on credit to Mangu traders.




25. ABC company ltd. Insured their building worth sh.10,000,000 fully with an insurance company against fire. Then fire took place and destroyed part of the building worth sh. 4,000,000. 
(a) How much will ABC co. ltd be paid as compensation? 



(2mks)

(b) Give reasons for your answer in (a) above.





(2mks)
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