NAME………………………………………………….INDEX NO…………………………….

CANDIDATE’S SIGNATURE………………………. DATE…………………………………..
565/2

BUSINESS STUDIES

PAPER 2

NOV/DEC 2017
2 ½ HOURS


FORM 3
INSTRUCTION

-Answer any five questions in the booklet provided

-Each question carries equal marks

This paper consists of 3  printed pages. Candidate should check to ascertain that all pages are printed as indicated and that no questions are missing.
1. (a) The use of motor cycle transport is becoming very popular in both rural and urban areas of Kenya. 
Explain the limitation of a business that relies on its use is likely to encounter.

[10mks]
(b) Bitare S.D.A is a new Secondary School. The principal wishes to introduce filling of documents

      in the school. Explain five factors that she will consider before choosing a filling system.


2. (a) Highlight five reasons why the government trains business people.


[10mks]


   (b) Explain five roles that intermediaries play in the distribution of goods and services
[10mks]

3. (a) Discuss five factors that influence the level of national income in a country.

[10mks]

(b) On 1st January 2012 Manga traders had 180,000 cash in hand and a bank credit balance of   

      shs.57, 500. During the month of the following transactions took place.



3rd Jan:

cash sales Shs.2,800



4th Jan: 
A debtor settled his account of sh.9000 by cheque



10th Jan:
Paid salaries shs.40,000 in cash



12th Jan:
Took cash sh.35,000 to settle on personal debt.

23rd Jan:
Received a cheque shs.8, 460 from Ouru distribution after deductiong 6% cash discount

24th Jan:
Deposits sh.10000 in the bank from office cash.

25th Jan:
Purchased stock worth shs.8950 on credit from Ngumo distributors

26th Jan:
cash sales banked directly shs.38000

27th Jan:
A cheque received on 4th from a debtor was dishonored. The bank charged him 2500

29th Jan:
Settled creditors account Shs.6,000 by cheque less 3% cash discount.

31st Jan:
Bank all cash except shs.40,000

Required: Prepare a three column cash book duly balanced.



[10mks]
4. (a) Discuss six reasons why many Kenyans are increasingly shopping in supermarkets.
[12mks]

(b) Explain four ways that a firm would adopt to improve the efficiency of labour as a factor of      

      production









[8mks]

5. (a) Explain five benefits of “pooling of risks” to an insurance industry.

[10mks]

  (b) The following transactions relate to Miguna Traders that took place during the month of June   

      2010. 

June
1: Sold goods on credit to Jeremiah worth sh.98000


11: Purchased goods on credit from Yunia for sh.450,000


19: Jeremiah returned goods invoiced to him on June 1 worth sh.8,000


20: Sold goods on credit to Jeremiah for sh.250,000

26: Returned goods bought on credit from Yunia worth shs.16,000 which were found to be 

      defective.

Required: Record the above transactions in the books of original entry and post the totals to the general ledger.










[10mks]

6. (a) Highlight five circumstances under which a business would prefer a private warehouse to a 

         public warehouse








[10mks]

    (b) Moto Moto Limited operates as a monopolist. Explain five possible factors that may have made 

          this firm acquire monopoly power.






[10mks]
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