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INSTRUCTIONS TO CANDIDATES 

This consists of 6 questions 

Answer any five questions in answer booklet given 

Each question should be answered on a separate sheet provided 

All questions carry equal marks 

Candidates should check the question paper to ascertain that all the questions are printed as indicated and no questions are missing
1.  
(a) 
The following Trial Balance was extracted from the books Waswa Traders on 31s1 December 
2016

Waswa Traders
Trial Balance
As At 31/2/2016
	
	Kshs

	Kshs


	Capital and drawings

	32500

	250,000


	1/1/2016

	46,100

	

	Sales and Purchases

	284,400

	415,300


	Returns inwards and outwards

	3,600

	6,700


	Cairiage inwards

	27,900

	

	Carriage outwards

	10,000

	

	Wages and Salaries

	47,200

	

	Furniture

	25,000

	

	Motor Vehicles

	60,000

	

	Creditors and debtors

	48,500

	52,800


	Bank

	29,100

	

	Cash

	600

	

	Discount received and allowed

	3400

	1900


	General expenses

	31,700

	

	Land

	100,000

	

	Rent

	
	23,300


	
	750,000

	750,000



Closing stock was shs. 55,300

Required Prepare Waswa Traders Trading, profit and loss account for the period ended 31/12/2016 and a balance sheet as at that date.









(16 marks)
(b) Identify the factors of production and their rewards (4 marks)
2 
(a) 
Describe FIVE properties of money.




(10 marks)
(b) 
Explain FIVE benefits that may be realized by a country as a result of government

policy to relocate industries to rural areas.




(10 marks)
3.   
(a) 
Of late the citizens have been watching closely how the government spends their money.
            Explain any FIVE guidelines that the government should apply in order to avoid 
misuse of citizens funds.





(10 marks)
(b) 
Describe FIVE circumstances under which a trader may use air transport (10 marks)
4.   
(a) 
With aid of a diagram explain the effects of an increase in supply of a commodity 
while its demand remaining constant.




(10 marks)
(b) 
One of the causes of inflation is money supply, identify and explain any FIVE monetary tools that the government through the Central Bank can use to reduce money supply in the economy.






(10 marks)
5.   
(a) 
Outline five differences between a public limited company and a partnership form 
of business.







(10 marks)
(b) 
The following information appeared in the books of Tugen Enterprises as at 31st
December. 2015.






(6 marks)
Shs.
Turnover


240,000
Opening Stock 


29,000
Closing Stock 


30,000
Mark up percentage 

25%
Calculate
(i) 
Gross profit
(ii) 
Rate of stock turnover

(iii)
Purchases
(c) 
The following balances were extracted from the books of Ziwani Traders as at 31st
January, 2017.







(4 marks)
Shs.
Current assets


220,000
Capital 


425,000
Net profit 


85,000
Creditors 


98, 000
Accrued expenses 

11,800
Determine:
(i) Working capital 

(ii)  Return on capital

6.   (a) One of the key pillars of development is an as enabling environment which supports the
                     growth of business and foreign direct investment. Explain FOUR ways which the Kenyan
                   government can employ to create such as environment,



(8 marks)
           (b)  On 1st January 2017 Waweru had cash in hand shs. 3250 and a bank overdraft of kshs. 10,000 
                  during the month the following transactions took pace,
   2017
January 2
Cash sales banked shs. 42,630
January 3
received a cheque for shs. 14,100 from Lee in full settlement of his debt.
January 8
Bought goods for shs. 26,240 and paid by cheque.'
January 12
Cash  shs. 42,450
January 14
Paid Nduku by cheque shs. 23,750 in full settlement of his account less



5% cash discount,
January 15
Paid wages shs. 24,000 by cash.
January 16
Withdrew shs. 36,000 from the bank for office use.
January 18
Bought stationery shs. 750 cash,
January 20
Cheque received from Lee was dishonored.
January 28
Paid salaries by cheque shs. 48,600
January 29
Otieno a debtor settled his account of shs. 9,500 after deducting a 5% cash discount,
January 30
All cash was banked except shs. 5,000,
Required
Prepare a three columns cash book dully balanced.



(12 marks)
4

