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1. Outline four reasons why a new business may fail.         (4 Marks)
1. ………………………………………………………………………………………………
1. ………………………………………………………………………………………………
1. ………………………………………………………………………………………………
1. ……………………………………………………………………………………………
2. State four reasons why traders observe ethical practices in the process of product promotion.  (4 marks)                                                                                                                                                                               
(a)	………………………………………………………………………………………
(b)	………………………………………………………………………………………
(c)	………………………………………………………………………………………
 (d)	………………………………………………………………………………………
3. For each of the following cases, name the motive for holding money.		(4 marks)
	
	CASE
	MOTIVE

	a)
	To meet daily bus fare expenses
	

	b)
	To meet unexpected medical emergencies
	

	c)
	To stock maize when prices fall
	

	d)
	To meet daily food requirements
	


	
4. Outline four factors that may cause the supply curve to shift to the left.        (4 marks)
(a)	………………………………………………………………………………………
(b)	………………………………………………………………………………………
(c)	………………………………………………………………………………………
 (d)	………………………………………………………………………………………
5. Highlight four measures that have been put in place by the Kenya government to ensure the safety of passengers on Kenyan roads.  (4marks)
(a)	………………………………………………………………………………………
(b)	………………………………………………………………………………………
(c)	………………………………………………………………………………………
 (d)	………………………………………………………………………………………
6. Kiganjo Traders had the following balances as at 31st December, 2014.
									Sh.
Capital (1st December, 2014)	                                                      350,000
Additional investments				                 100,000
Drawings each month				                               48,000
Capital (31st Dec’ 2014)				                 470,000
Determine the profit for the year.			                (4 marks
 
 
 



7. In the table provided, state four differences between direct production and indirect production.                          (4 marks)
		Direct production
	Indirect production

	1. 
	

	1. 
	

	1. 
	

	1. 
	


8. State four types of direct taxes	 (4 marks)
(a)	………………………………………………………………………………………
(b)	………………………………………………………………………………………
(c)	………………………………………………………………………………………
 (d)	………………………………………………………………………………………
9. Kimaru’s car valued at 800,000 shillings was destroyed by fire.  He had insured the car for Sh.600,000 but the actual damage caused was Sh.400,000.  Determine the amount of compensation to be awarded to Kimaru. (4marks)
 
 
 


 
10. Indicate the rewards associated with each of the factors of production in the table below.(4Marks)  
	
	Factor of production
	Rewards

	(a)
	Lake
	

	(b)
	Driver
	

	(c)
	Shareholder
	

	(d)
	Tractor
	


11. During the month of July 2025 Kungu made sales worth Kshs.60, 000. His margin on sales was 20%, calculate;   a) The gross profit (2mks)

b) The cost of goods sold.(2mks)

12. Currently Kenya is involved in privatizing public corporations. State four reasons that would make the government retain some corporations. (4 marks)
(a)	………………………………………………………………………………………
(b)	………………………………………………………………………………………
(c)	………………………………………………………………………………………
 (d)	………………………………………………………………………………………
13. The features given below describe various product markets.  Write the correct product market against each of the features in the spaces provided.		 				(4mks)
	Features
	Product market.

	1. Few large sellers in the market.
	

	1. Firms sell identical products.
	

	1. One supplier for the entire market.
	

	1. Very many sellers of differentiated products.
	



14.  State whether each of the following transactions will increase, decrease or have no Effect on the balance sheet. 		                                                                                             (4marks)
	Transaction
	Effect on Balance Totals

	Withdrew money from the bank for office use
	

	Paid Mr. Kimeli, a creditor in cash.
	

	Purchased a motor car by cheque.
	

	Sold a private car and deposited the money into the business account
	


15 .Highlight four benefits that accrue to a business that uses M-Banking.               (4 Marks)
(a)	………………………………………………………………………………………
(b)	………………………………………………………………………………………
(c)	………………………………………………………………………………………
 (d)	………………………………………………………………………………………
16. Record the following transactions in the sales journal.                                     (4 Marks)
        2025     March 2. Sold goods on credit Sh. 22,000 to Melvin Trade
                     March 5. Made credit sales to Jeremy for Sh. 17,000
         March 8. Sold goods amounting to sh. 8,000 in cash
         March 11. Sold goods on credit to Sharon for Sh. 13,000
         March. 14. Received a cheque of Sh. 30,000 in respect to sales
         March 18. Sold goods on credit to Jeremy valued at Sh. 20,000
 
 
 

17. List four sources of capital for a cooperative society.                        (4 Marks)
(a)	………………………………………………………………………………………
(b)        ………………………………………………………………………………………
(c)	………………………………………………………………………………………
 (d)	………………………………………………………………………………………
18. Highlight four internal environmental factors that may affect the operations of a business positively. (4 Marks)
(a)	………………………………………………………………………………………
(b)	………………………………………………………………………………………
(c)	………………………………………………………………………………………
 (d)	………………………………………………………………………………………
19. Fill the missing figures in the table below.                                                     (4 Marks)
	
	Fixed asset
	Current Assets
	Capital 
	Liabilities 

	1. 
	275 500
	
	315 000
	115 500

	1. 
	182 000
	108 700
	
	217 100

	1. 
	
	76 400
	123 100
	91 900

	1. 
	313 450
	211 340
	189 170
	


 
 
 
20. The financial period of Syokimau Traders ends on 31st December every year. On 31st December 2011 the business had the following assets and capital.
		Item					Sh.
		Capital					24,000
		Stock of goods			  	  1,500
		Debtors				  	  2,000
		Machinery					20,000
		Cash					  4,000
	Required:
Calculate the total liabilities and prepare a balance sheet as at 31st December 2011. (4 marks)
 
 
 
 
 





21. Highlight four benefits of a bonded warehouse to the government.                        (4 Marks)
(a)	………………………………………………………………………………………
(b)	………………………………………………………………………………………
(c)	………………………………………………………………………………………
 (d)	………………………………………………………………………………………
22. Identify the source document used to record transactions in the following books of original entry\.                                                                                                                                 (4 Marks)
	
	Book of Original entry
	Source Document


	1. 
	Sales journal
	


	1. 
	Cash receipt Journal
	


	1. 
	Purchase returns journal
	


	1. 
	Purchase journal
	




23. Highlight four indicators of economic growth that may be observed as a country progresses.(4mks)
(a)	………………………………………………………………………………………
(b)	………………………………………………………………………………………
(c)	………………………………………………………………………………………
 (d)	………………………………………………………………………………………


24. The following trial balance was wrongly prepared by Tobiko traders.   
Tobiko Traders
Trial Balance
For the year ended 31/12/2021
	ITEMS
	CREDIT
	DEBIT

	Building
	400, 000
	

	Return inward
	
	5,400

	Carriage inward
	4,000
	

	Carriage outward
	
	6,800

	Rent received
	1,200
	

	Creditor
	10,100
	

	Debtor
	
	17,900

	Return outward
	800
	

	Stock
	8,000
	

	Bank overdraft
	19,500
	

	Prepaid insurance
	
	9,000

	Motor vehicle
	
	200,000

	Capital
	
	619,500


Prepare the correct trial balance of Tobiko Traders.                           (4 marks)
 
 
 
 

25. State the best type of machine one would use to perform the following tasks.      (4marks)
	
	Function 
	Type of machine

	
	To trim papers to the required sizes.
	

	
	To fold documents, put them in envelopes and seal team.
	

	
	To make exact copies of a certain original document.
	

	
	To arrange papers in a required order.
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