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INSTRUCTIONS	
Answer ALL the questions in the spaces provided.
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This paper consists of 7 printed pages. Candidates should check the question paper to ascertain that all pages are printed as indicated and that no pages are missing.




1. Outline Four risks against which a shopkeeper may insure.					(4Marks)
………………………………………………………………….……………………………………………………………………………………..……………………………………………………………………………………………………………………………………………………………………………..………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………..
2. Outline Four considerations that a seller should take into account before giving credit to a new customer.											(4Marks)
……………………………………………………………………………………….……………………………………………………………………….………………………………………………………………………………………………………………………………………………………………………….……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………….....
3. Give Four assumptions that are associated with perfect competitor.				(4Marks)
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………..……………………………………………………………………………………………………………………..
4. List Four types of unemployment in an economy and give the cause for each.		(4Marks)
…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………….………………………………………………………………………………………........………………………………………………………………………………………………………..
5. Highlight Four benefits of using electronic filing system.					(4Marks)
………………………………………………………………………….…………………………………………………………………………………………….…………………………………………………………………………………………....…………………………………………………………………………………………….………………………………………………………………………………………………………………………………………………………………………………………………………………………….
6. State Four social responsibilities that a manufacturing firm should have on the community. (4Marks)
………………………………………………………………………….…………………………………………………………………………………………..………………………………………………………………………………………….…………………………………………………………………………………………..…………………………………………………………………………………………………………………………………………………………………………………………………………………………………..



7. Give Four reasons why one would prefer a letter to a telephone to send a message.	(4Marks)
…………………………………………………………………………….…………………………………………………………………………………………………………………………………………………………………………………………..…………………………………………………………………………………………….……………………………………………………………………………………………………………………………………………………………………………………………………………………….

8. State the effect of each of the following transactions on the balance sheet totals by writing increase, or decrease or no effect in each case.
	Transaction 							Effect
a)	Bought machinery on credit				……………………………………………..
b)	Withdrew cash from the business for person use 	……………………………………………..
c)	Purchased stock in cash				……………………………………………..	
d)	Paid outstanding loan by cheque.			……………………………………………..

9. The following balances were extracted from the books of Chebi Traders for the month ended 31 March 2005.	

						Sh.

Sales						420,000
Purchases					240,000
Motor Van					300,000
Equipment					120,000
Debtors				   	80,000
Creditors				    	40,000
Expenses			              	160,000
Capital					   	440,000

Prepare trial balance of Chebi Traders for the month ended 31 March 2005.		(4Marks)	

















10. State Four types of complaints that a consumer organization may receive from consumers.(4 Marks)
……………………………………………………………………………….…………………………………………………………………………………………………………………………………………………………………..………………………………………………………………………………………………………………………………………………………………………………………………………………………
11. State Four ways in which production activities may negatively impact on community health. (4 Marks)
……………………………………………………………………..………………………………………………..………………………………………………………………………………………………………………………………….………………………………………………………………………………………..……..…………………………………………………………………………………..………………………………………………………………………………………..…………………………………………………………
12. Outline Four negative effects of an ageing population to an economy.			(4Marks)
………………………………………………………………………..……………………………………………………………………………………….……………………………………………………………………………………….……………………………………………………………………………………….…………………………………………………………………………………………………………………………..
13. The following are some of the documents used in home trade: Cash sale receipt, catalogue, invoice and statement of account. Match each document with the appropriate description provided in the table below.
	
	
	Description
	Document

	(a)
	Shows details of goods offered for sale.
	

	(b)
	Give quantity, unit price and total amount to be paid.
	

	(c)
	Shows transactions since the date of last statement.
	

	(d)
	Shows description of goods bought, prices and total amount paid.
	



14. On 1 January 2006, Mzalendo Traders sh.180000 in cash and sh.170000 at bank.
	During the month, the following transactions took place:
	2006
	January 10	paid ABM Traders sh.25, 000 by cheque less sh.1000 Cash discount.
		  16	Sold goods for sh. 14,000 cash, less 5% discount
		  31	Banked all the cash except sh.5200
Enter the above transactions in cash book extract given below and balance it off.		(5Marks)	











DR				

CASH BOOK EXTRACT			CR
	Date
	particular
	Discount allowed
	cash
	Bank
	Date
	Particulars
	Discount received
	Cash 
	Bank

	
	
	Sh.
	Sh.
	Sh.
	
	
	Sh.
	Sh.
	
















15. Outline Four differences between a good and a service.					(4Marks)
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………..
16. State Four advantages of an open office layout to an organization.				(4Marks)
…………………………………………………………………………….………………………………………………………………………….…………………………………………………………………………….………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………..
17. State Four reasons why countries may decide to trade with each other.			(4Marks)
………………………………………………………………………………………………………………………………………………………….……………………………………………………………………………..……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………




18. Identify the book of original entry used in recording each of the following transactions of Soya Traders.														(4Marks)
		
	Transaction
	Book of original entry

	(a)
	Sold goods on credit to Wanjau for sh.20,000
	

	(b)
	Bought goods on credit from Saipei Traders for sh. 1000.
	

	(c)
	A chieng returned goods worth sh.6000
	

	(d)
	Soya returned goods worth sh.11000 to Nzome Traders.
	



19. The following information related to Kerubo Traders for the year ended 31 December, 
2006.	
					Sh.
Opening stock				24,000
Carriage on sales			12,000
Purchases			          370,000	
Sales				          442,500
Closing stock			            40,000
Other expenses 10% on Gross profit.
Prepare Trading profit and Loss Account for the year ended 31 December, 2006.		(5Marks)
















20. Highlight Four factors that could influence mobility of capital as a factor of production.	(4Marks)

……………………………………………………………………………..……………………………………………………………………………..……………………………………………………………………………..…………………………………………………………………………………………………………………………………………………………………………………………………………………………………
21. Outline Four benefits that may accrue to a business from a country’s political stability 	(4 Marks)	
……………………………………………………………………………..……………………………………………………………………………..……………………………………………………………………………..…………………………………………………………………………………………………………………………………………………………………………………………………………………………………..

22. Outline Four reasons why an increase in per capital income may not necessarily lead to a rise in the standard of living of the citizens	 							(4 Marks)
………………………………………………………………………………………………………………………………………………………….……………………………………………………………………………..……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

23. Outline Four circumstances which face to face communication may be ineffective   	(4 Marks)
………………………………………………………………………………………………………………………………………………………….……………………………………………………………………………..…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………….
24. Outline Four reasons why the government   privatizes public enterprises			(4 Marks)
……………………………………………………………………………..……………………………………………………………………………..……………………………………………………………………………..…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………….
25. Outline Four factors that should be considered in the choice of a means of transporting perishable goods
(4 Marks)
……………………………………………………………………………..……………………………………………………………………………..……………………………………………………………………………..…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
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