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INSTUCTIONS TO CANDIDATES

(a) This paper consists of six questions.

(b) Answer any five questions.

(c) Write your answers in the answer booklet provided

(d) All questions carry equal marks.

(e)Candidates should check the question paper to ascertain that all the pages are printed and no questions are missing

1. (a) Explain the meaning of the following terms as used in business studies.

                   (i)Scale of preference                                                         (2mks)

                   (ii)Opportunity cost                                                            (2mks)

                   (iii)Choice                                                                           (2mks)

                   (iv)Scarcity                                                                         (2mks)

                   (v)Human wants                                                                  (2mks)

   b)Explain five principles of insurance                                                            (10mks)

2. 
(a)Explain five circumstances under which intermediaries would be used in the     channels of distribution.            (10mks)
b) Explain five factors that may encourage entrepreneurial practices. (10mks)

3(a)Explain five reasons why the government of Kenya is encouraging small scale producers to form cooperative societies                                                 (10mks)

(b) A trader in Nakuru had the following assets and liabilities on 1st Jan.2000

               -Stock                                     50,000

               -Debtors                                  12,000

               -Stationery                               1,500

               -Cash                                       1000

               -Premises                                 14,000

               -Bank overdraft                        5,000

               -Creditors                                 13,000

               -Five year loan                         40,000

During the month the following transactions took place

        -4th Jan. Received from debtors shs.1,500 by cheque

        -7th Jan Sold goods worth shs.4,000  for shs.9000 and deposited money in the account
        -18th Jan owner took goods worth shs.4000 for his personal use

        -27th Jan paid shs.1,000 in cash as part of five year loan

Required:- Prepare a balance sheet as at 31st Jan 2000.                     (10mks)
4. (a) Explain five ways an office can safeguard an organization’s property.(10mks)
(b) With an appropriate diagram, explain excess demand and excess supply (10mks)

5. (a)   Explain five advantages that your school will enjoy when transporting water by pipes                                                                                                               (10mks)
(b)On 1st sep. 2009 Juma had shs. 50,000 cash in hand and shs. 240,000 cash at bank.

During the month the following transactions took place

         -2nd Sep Cash sales banked shs 35,000

         -3rd Sep bought ribbon in cash shs. 4,500

        -8th sep paid wangira a creditor shs. 94,000 by cheque in full settlement of his 
            Account after deducting 6% discount                                                                
        -12th sep received a cheque for shs.58,000 from weru  after allowing him a cash 

             discount of shs. 1,200
      -15th Sep paid salaries shs 34,000 in cash

      -25th Sep Withdrew shs 50,000 from bank for office use

      -28th Sep Anyango a debtor paid her account of shs.75,000 by cheque less 10%
           discount

      -30thSep Deposited all cash into the bank except shs13,700.

Required:- Prepare a three column cash book.                                               (10mks)
6.(a)Explain five circumstances under which a seller may find deferred payments appropriate.                                                                                                      (10mks )

(b).Explain five factors that influence the levels of the national income of a country like Kenya                                                                                                               (10mks) 

