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1. a) Explain five ways in which the government of Kenya may reduce the level of unemployment.
(10 marks)

b) Explain five circumstances when partnership business preferred to sole proprietorship.
(10 marks)
2. a) Explain five circumstances that would influence a producer to use wholesalers in distributing its products. 

(10 marks)
b) With the help of a diagram explain the movement along the supply curve. 

 
(10 marks)
3. a) On 1st September 2014, Tetezi Traders had sh. 55,000 cash in hand and sh. 250,000 at bank. During the 
      month, the following transaction took place.

Sept 
2 cash sales banked sh. 35260

2 bought ribbons in cash sh. 4500

3 paid Waweru, a creditor sh. 94,000 by cheque in full settlement of his account after deducting 6% cash discount.

12 received a cheque for sh. 58800 from Kimani after allowing him a cash discount of sh. 1200

15 Paid salaries sh. 34,000 in cash

25 withdrew sh. 50,000 from bank for office use 

28 Anyango, a debtor paid her account of sh. 75,000 by cheque less 10% cash discount.

30 Deposited all the cash to the bank except sh. 13,700 

           Prepare a three column cashbook and balance it off.





 (10 marks)
b)  Explain five disadvantages of that may be associated with water transport.

 (10 marks)
4. a) Explain five advantages of office machines. 






 (10 marks)
b) Explain five circumstances under which an insurance company would not compensate the insured in the    

   event of loss.










(10 marks)
5. a) Explain five roles played by intermediaries in the distribution chain. 


(10 marks)
b) The following information was extracted from the books of Likoni Traders as at 1st December 2015.

Shs.

Capital 

600,000

Motor vehicles 
800,000

Creditors 

120,000

Stock 


400,000

Bank overdraft 
300,000

Debtors 

340,000

Cash 


40,000

Loan from IDB (5 years) 560,000

The following transactions took place during the month.

· Bought stock for cash sh. 8000

· Paid sh. 12,500 cash to creditors 

· Converted personnel machine worth sh. 150,000 to business property.

· Received sh. 80,000 from debtors and deposited it into the bank.
Required :

Prepare Likoni trader’s balance sheet as at 31st December 2015.

 (10 marks)
6. a) Explain five limitations of Barter Trade. 






     (10 marks)
b) Explain five circumstances under which personal selling are appropriate.

 
     (10 marks)
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