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This paper consists of 12 printed pages.
Candidates should check to ensure that all pages are printed as indicated and no questions are missing.


1. a)	Explain five reasons that may lead an insurer to compensate the insured in the event of 
	a loss. 											(10 marks)
	b) 	Explain five ways in which the government may encourage delocalization of firms.	(10 marks)

2. a)	In the recent past, many small businesses in Kenya have expanded and grown into 
large enterprises. Explain five causes of business success in Kenya. 			(10 marks)

b) The following  account balances were extracted from the books of Maisha Traders as at 
30th June 2013.
	
	Ksh

	Purchases
Stock 1.7.2013	
Fixed assets	
Bank overdraft	
Debtors		
Cash in hand	
Returns in	
Selling expenses	
Sales
Creditors
Salaries	
Returns out	
General expenses	
Capital
	70,000  
12,500
82,000
7,500
10,500
2,500
1,500
4,000
95,000
8,500
14,000
2,400
5,200
88,800


		Prepare a trial balance for the business.							(10 marks)

3. 	a)	Explain five ways in which an entrepreneur contributes to the production of goods.	(10 marks)
	b) 	Explain five services that the Central Bank of Kenya offers to commercial banks.	(10 marks)

4.	a) 	Discuss five circumstances under which a company may prefer to use informative 
		advertising.											(10 marks)
	b) 	Discuss five ways in which a society benefits from indirect production.			(10 marks)

5.	a) 	Explain five factors that may lead to high national income in a country.			(10 marks)
	b) 	Discuss five arguments against protectionism in international trade.			(10 marks)



6. 	a)	A manufacturing company operates an imprest of sh.10,000. On 1/6/2013 the petty cashier 
		had a balance of sh. 4000. She received a reimbursement to restore it on 5/6/2013.	
		The following transactions took place during the month: 
			June 8 		Paid Amos a creditor sh. 500
			June 9 		Paid postage sh. 300
			June 10 		Paid for cleaning for sh. 480
			June 11 		Bought stamps for sh. 180
			June 12 		Paid for cleaning sh. 750
			June 13 		Paid for travelling sh. 400
			June 14 		Paid for tea leaves sh. 450
			June 15 		Paid for stationery sh. 450
		Required:
	a)	Prepare the petty cash book for the manufacturing company for the month of June 2013
		with the 	following analysis column. 
		Travelling, cleaning, stationery, tea, postage, ledger account.				(10 marks)
	b) 	Explain five sources of monopoly power.							(10 marks)
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