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INSTRUCTIONS :

Answer any five questions.

(a)
Explain five functions or services rendered by commercial banks .(10mks)

(b) Explain five differences between public limited company and partnership 

form of business units.(10mks)

2.(a)
Explain five assumptions associated with the circular flow of income in a two 
sector economy.(10mks)

(b)
Explain five factors that an office manager has to consider before buying an 
office machine.(10mks)

3   (a) 
The following balances were extracted from the books of Gucci stores on 

31st December, 2025.


Machinery


360,000


Furniture


430,000


Stock(1/1/2025)

75,000


Sales



500,000


Rent income


72,000


Purchases


395,000


General expenses

60,000


Debtors


62,000


Creditors


101,000


Bank



202,000


Cash



90,000


Capital



1,000,000


Additional information: Stock as at 31st December,2025 was valued at 




     170,000.


Required.

Prepare Trading ,Profit and Loss Account for the year ending
31st December,2025.(51 /2 marks)

Balance sheet as at 31st December,2025.(41/2marks)

(b) 
Most of the mobile phones used in Kenya are imported to Kenya from 

China.Describe five channels used to distribute China made mobile 
phones in Kenya.(10mks)

4.(a) The table below represents the supply schedule for sugar in Kiambu county for 

a period of four years.

	year
	2022
	2023
	2024
	2025

	Quantity supplied (kgs)
	500,000
	450,000
	300,000
	250,000



Explain five possible reasons for the trend in the supply of sugar over the four 
years.(10mks)

(b)  Explain five reasons for which traders need to observe ethical practices in 
product promotion.(10mks)

5.(a) 
An insurance company has received an application from Jambo enterprises ,
requesting for insurance cover for stock against the risk of fire.Explain five 
factors the insurance company should consider in deciding the amount of 
premium to be paid.(10mks)

(b)
Explain five circumstances under which  a bank may dishonour a 

cheque.(10mks)

(a) 
The following transactions took place during the month of January 2022.


January 2:deposited 450,000 cash into the bank.


January 3:bought stock in cash sh.40,000.


January 12:took sh.20,000 cash for personal use.


January 19:paid salaries sh.120,000 by cheque.


January 20:cash sales 85,000.


Required:

Open ledger accounts and record the transactions above.

(b)  The Kenyan government has been promoting entrepreneurship in the 

country.Explain five reasons that make it necessary for the Kenyan 

government to promote entrepreneurship.(10mks)



