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Instructions to the candidates.
Answer any five questions. All questions carry equal marks











1. (a) Explain five factors to consider when evaluating a business opportunity    (10mks)
(b) Explain five circumstances under which the nature of goods would influence the choice of the means of transport   							(10mks)
2 (a) Explain five importance of insurance to a  country  				(10 mks)
(b)  The following trial balance was extracted from the books of Mugoya Traders as at 30th
	June, 2014
Mugoya Traders
Trial balance
As at 30th June 2014
	Details
	Dr (shs)
	Cr (shs)

	Premises
	1,500,000
	

	Debtors and creditors
	     20,000
	     30,000

	Cash at bank
	     90,000
	

	Cash in hand
	     10,000
	

	Purchases and sales
	   140,000
	   320,000

	Stock of good on 1st July 2013
	     45,000
	

	Discounts
	       6,000
	       2,000

	Salaries and wages
	     50,000
	

	Commissions
	
	       8,000

	Power and lighting 
	     12,000
	

	Returns
	     15,000
	     19,000

	Carriage outwards
	       2,300
	

	Carriage inwards
	       5,400
	

	Capital
	
	1,543,700

	Furniture
	     27,000
	

	
	1,922,700
	1,922,700



Additional information
Stock of goods on 30th June, 2014 was worth sh22, 000.
Required: prepare trading, profit and loss account for the period ended 30th June, 2014.												(10mks)

3. (a) Explain five types of wholesalers 						(10Marks)
(b) Explain five principles that should be considered when designing a good tax system.													(10 mks)
4. (a) Explain five  negative implication  of overpopulation                                (10mks)
b) 	The following information relates to Maralal Traders for the month of May 2014.
May 1: 	Balance brought forward:
	      Cash     Shs. 180,000
	      Bank    Shs. 450,000 (Cr)
        3:  Received a cheque of 1,500,000 from Mpasha, a debtor
        7:  Cash sales Shs. 280,000	
	11:  Jolloimat, a creditor of Shs.600, 000 was paid by cheque of sh 400,000 and the balance         by cash.
	14:   Received commission in cash sh. 150,000
	17:   A debtor, Leteipa, paid his account of 185,000 by cheque less 2% cash discount.
	19:   Paid the following expenses by cheque:
               Rent Shs. 75,000, Electricity Shs. 32,000, Water Shs. 25,000
	21:   Withdrew Shs. 100,000 from bank for personal use
	24:   Paid cash Shs 133,280 to Kinai after deducting a cash discount of 2%
	25:   Received a cheque of sh. 200,000 from Kiyapi, a debtor
	28:   Paid Salaries Shs. 120,000 by cheque.
	31:   Banked all cash except sh. 50,000.
Required:
Record the above transactions in a three column cash book.       	(10marks)

5. (a) Explain five differences between private limited company and partnership forms of business units.	           								(10marks)

(b) Explain five benefits of indirect production to the society       		 (10mks)
6 (a) Using a well labeled diagram explain the effect of a shift in demand to the right with  a constant  supply. 										(10 marks)
  (b) Describe five features of good money. 						(10 marks)
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