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Instructions to Candidates

- This paper consists of six questions

- Answer any five questions

- Write your answers in the booklet provided

- All questions carry equal marks

- Candidates should check the question paper to ascertain that no questions are missing.
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Marks
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(a}  Explain five principles of Insurance. {10 mks)

{b)  Explain five import restriction measures that Kenya may undertake to correct

balance of payment disequilibrium. (10 mks)
(a) Describe five methods of government involvement in business activities.
(10 mks)

(b)  On 1°August 2013, Maria had cash in hand $hs.3250 and cash at bank
$h.136,500.
During the month, the following transactions took place:

August 2: Cash sales Shs.426,300 was paid directly into the bank.

3: Received a cheque for Shs.14,100 from Whiteney in full
settlement of her debt.

8: Bought goods for Shs.26,240 and paid by cheque

12: Cash sales Shs.42,450

14:  Paid Wainaina’s account of $hs.25000 by cheque less 5% cash
discount.

15:  Paid wages Shs.24,000 in cash

16; Withdrew Shs.36,000 from bank for office use.

18: Bought stationery in cash $h.750

20: Cheque received from Whteney was dishonoured.

28: Paid salaries sby cheque $hs.48,600

29: Received a cheque for Shs.9500 from Abora after deducting a 5%
cash discount.

30: Banked all cash except Shs.5000.

Prepare a three column cash book dully balanced. {10 mks)
(a} Describe five important roles played by ethics in business. (10 mks})
(b)  Explain five causes of cost-push inflation. (10 mks)

{a) Kamotho had the following assets and liabilities on 1% January, 2012.

Shs.
Capital 13,730
Stock 5,000
Debtors 200
Stationery 1,560
Cash 1,000
Overdraft 2,500
Premises 14,000
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(a)
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(a)

Creditors 1,370
Five year loan 4,160

During the month, the following transactions took place:
January 2:  Received from debtors Shs.150 by cheque
5. Sold goods worth Shs.3000 for Shs.9000 and deposited the money
in his bank account.
6 Paid Shs.500 cash towards a 5 year loan.
Prepare a balance sheet as at 31% january, 2012. (10 mks)

Explain five disadvantages encountered when measuring National Income using
the income approach. (10 mks)

Explain five mail services provided by the Post office. {10 mks)

Using a diagram, explain the effect of increase in demand for a commodity on
market equilibrium when its supply remains constant. {10 mks)

The following Trial Balance was extracted from the books of Nyongesa Retailers
as at 31 December, 2013

Nyongesa Retailers

Trial Balance
As at 31" December, 2012
Details Dr(shs.) Cr(Shs.)
Capital 818,000
Bank 40,000
Cash 30,000
Sales 580,000
Premises 540,000
Debtors 65,000
Carriage outwards 8,000
Machinery 200,000
Salaries and Wages 30,000
Creditors 40,000
Discounts 25,000 32,000
Commissions 16,000 14,000
Purchases 400,000
Fixtures and Fittings 100,000
Stock {1 January, 2012) 60,000
Returns 20,000 50,000
1,534,000 1,534,000
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Stock 31% December, 2012 Shs.70,000

Required

{a}  Prepare a Trading, Profit and Loss Account for the year ended 31™
December, 2012. (7 mks)

(b)  Extract a Balance sheet as at December, 2012. (5 mks)

(b} Describe four implications of optimum population in an economy. (8 mks)





