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INSTRUCTIONS TO CANDIDATES
a) Write your name, and Index number in the spaces provided after the questions.
b) Sign and write the date of examination.
c) This paper consists of Six questions.
d) Answer any five questions in the spaces provided after the questions.
e) All questions carry equal marks
f) Candidates should answer the questions in English.
g) This paper consists of 3 printed pages, candidates should check to ascertain that all pages are printed as indicated and that no question is missing.
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1. a) Explain five reasons managers convey/pass official information to employees in writing 	(10mks)
b) Explain five negative effects of inflation in an economy 					(10mks)

2. a) Explain five ways of generating business ideas						(10mks)						
b) The following information was extracted form the books of Tarad Traders in 2005.
Jan 1 balance b/d cash 4,600, bank 27,000
Jan 4 settled Olweny creditors account of sh. 8,000 by cheque having deducted 6% cash discount
Jan 8 Received sh. 6,000 cash from Matoma traders
Jan 16 Deposited sh.4,500 to the bank account 
Jan 24 withdrew sh.9,200 from the bank for personal use
Jan 29 Received 19,950 form Kahawa by cheque after allowing 5% discount.
Jan 31 Banked all cash 
Required 
Prepare a duly balanced three column cash book and balance it off. 				(10mks)

3. a) Explain five reasons why developing countries are experiencing unfavourable balance of payment 													(10mks)
b) Describe five personal attributes of an office worker 						(10mks)

4. a) Explain five measures that the Kenyan government may undertake to solve unemployment in the country 												(10mks)
b) Huang traders bought a motor vehicle valued at Shs 150,000.  They paid sh.50,000, cash, sh.60,000 by cheque and had a balance to be paid later.

Record the above transaction in their relevant ledger accounts and balance them off 		(10mks)

5. a) Explain the meaning of the following terms as used in business ownership 			(10mks)
i) Franchising
ii) Merger
iii) Holding company
iv) Front office savings account (F.O.S.A)
v) Globalization
b) Describe five monetary tools that the government uses to reduce inflation 			(10mks)

6. a) Explain five functions of National budget as a tool of planning 				(10mks)

[bookmark: _GoBack]b) The following trial balance was extracted from the books of Kahiga Traders on 31st December 2010
Kahiga Traders
Trial balance
As at 31st December 2010
DR			   CR
Premises				162,000	
Debtors 
Capital 							90,000
Stock 					110,000
Bicycle 				3,900
Carriage outward			4,100
Creditors 							9,200
Drawings				12,300
Gross profit 							162,500
Fittings 				12,500
Commission 				2,200
Wages & salaries			14,000
Discount 							500
General expenses 			2,700
Cash in hand 				20,200
Rent 								3,000
Cash at bank 				7,700			_____
165,200		165,200

Additional information:
Unpaid salaries shs.20,000

Required:	
(i)	Prepare Kahiga profit and loss account for the year ended 31st December 2010.		(10mks)
(ii)	Extract Kahiga Traders balance sheet as at 31st December 2010				(10mks)
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