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NAME …………………………… INDEX NUMBER …………… 
    CANDIDATE SIGNATURE………………… 

          DATE …………………….. 
565/2/ 
BUSINESS  STUDIES 
PAPER  2 
JULY/AUGUST 2018 
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INSTRUCTIONS TO CANDIDATES. 

 

(a) Write your name and index number in the spaces provided above. 

 

(b) Answer ONLY FIVE (5) questions. 
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1. a) Explain five shortcomings of direct production.  (10mks) 

b) Outline five differences between a co-operatives society and a 

private limited company.      (10mks) 

2. a) Explain five measures to undertake in order to increase efficiency  

  of a warehouse.        (10mks) 
 

b) Explain five benefits that would accrue to a business that expands 

its scale of operation.       (10mks) 
 

 

3. a) Explain four features of a monopoly.     (8mks) 
 

b) The following trial balance belongs to wakili traders as at 30th June 

2016. 
Wakili Tradres 

Trial balance 

As at 30th June 2016 
 

       Dr.    Cr. 

 Stock 30/06/15      4000  

 Capital            162,300 
 Purchase and sales    35,000       70,000     

 Drawings          6,000     

 Furniture and fittings   20,000  ……………… 
 Motor Vehicle           150,000  ……………… 

 Debtors and creditors        8,000        12,000          

 Returns           2,000            4,800 
 Discount                 800       700 

         Wages and salaries       15,000  ……………  

 Rent              3,500  ……………. 
 Insurance              2,100  …………….. 

 Commision        400   …………….. 

 Bank      …………….   3,000 

   
  Cash      6000      

 252,800      252,800 
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  Required  

i) Prepare a trading profit and loss account and a balance 

sheet as at 30th June 2016. (12mks)    (12mks) 

4. a) On 1st Jan 2017 Dona traders had, sh. 110, 000 in hand and 

50,000(cr) Bank.  During the month, the following transactions 
took place. 

 

Jan. 2  Cash sales 40,000. 
“ 3  Paid postage expenses 4100 in cash. 

“ 5 Received the following cheques from debtors after they 

         had deducted a cash discount of 2% in each case.  
 Kamau Ksh. 2450, Laban Ksh. 9604 and Tugi Ksh 

2774. 

9 Paid the following creditors in cash and in each case 
deducted 2% cash discount, Willy Ksh. 2000 and Yala 

Ksh. 6000. 

13 Cash sales directly baked Ksh 10,000. 
16 Took Ksh. 11,000 from the office and deposited in the 

business bank account. 

19 Sold goods worth Ksh. 18000 on credit to Kiyoma. 

21  Received Ksh.18000 cash from Oman in settlement of 
his account of Ksh. 20,000. 

26 Took oil cash to the bank leaving Ksh.4000 only. 

 
Required : Prepare a duly balanced three column cashbook.  

(10mks) 

 
 b) Explain five characteristics of a life assurance policy.  (10mks) 

 

5. a) State and explain five emerging trends in the Banking industry.  
 (10mks) 

 b) Explain five negative effects of rapid population growth.  (10mks) 

 

6. a) Explain five reasons why a country would carry out development 
 planning before undertaking its projects.   (10mks) 

 

b) Explain five benefits of adopting the use of an open office layout.  
(10mks) 
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