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INSTRUCTIONS TO CANDIDATES:
This paper consists of two sections A, and B.
Answer all questions in section A and any four questions from section B.
Each question in section B carries equal marks.
SECTION A: (20 MARKS)

Write the letter corresponding to the correct answer for each question in this section, in the answer booklet provided.

1. One important reason why poor countries put up financial trade barriers is:

A. that custom duties are a great bother to collect.

B. every good and service needed is produced in the country.
C. that imports are not wanted at all.
D. to raise revenue for providing services and development.
2. Commerce is necessary because:
A. Everybody wants to sell the goods he produces.
B. No household can produce all the goods it requires.
C. Goods and services must be produced if we are to survive.
D. Traders must be employed.
3. The main disadvantage of specialization is that:
A. Over dependence on a good that could lose its market could also lead to unemployment.
B. More goods are produced than necessary.
C. A country becomes independent and can therefore develop economically.
D. It becomes easy to make money and people tend to become lazy as a result.
4. Beer factories are located in the main cities of East Africa because:
A. The government has decreed that this should be so.
B. Beer makes the workers relax during their free time.
C. The bulk of the product is greater than that of the raw materials.
D. The bulk of the raw materials is greater than that of the product.
5. Debenture stocks are:
A. Shares in private limited companies
B. Loans to quoted limited companies.
C. Loans made by the investing public to the government.
D. Loans made by the investing public to limited companies.
6. A limited partnership is a business:
A. which enjoys limited liability.
B. in which at least one partner enjoys limited liability.
C. in which all the partners enjoy limited liability.
D. in which all the partners are general partners.
7. If a business had the following records:-
Cash


Shs. 3,000
Stock 


Shs. 13,500
Debtors

Shs. 2,200
Creditors

Shs. 4,300, 
Its working capital would be:
A. Shs. 23,000.
B. Shs. 14,400.
C. Shs. 18,600.
D. Shs. (8,400).
8. Isabirye insured his car against damage by accident for Shs. 40,000. He then had an accident. The value of the car prior to the accident was put at Shs. 30,000. The wreck was valued at Shs. 4,000. He chose to keep the wreck for himself. How much cash was paid to him?
A. Shs. 4000.
B. Shs. 26000.
C. Shs. 30,000.
D. Shs. 36,000
9. The type of advertising that merely tells the public about the existence of a particular good is
A. Direct.
B. Competitive.
C. Informative.
D. Persuasive.
10. The reward for risk bearing is
A. Cost.
B. Wages.
C. Rent.
D. Profit.
11. Generally, more goods will be supplied when 
A. Prices are low.
B. Prices are neither high nor low.
C. Prices are high.
D. There is stiff competition.
12. Shs. 15,200 was paid for a consignment of goods after deducting 20% trade discount and 5% cash discount. Calculate the list price.
A. Shs. 20,267.
B. Shs. 19, 152.
C. Shs. 19,000.
D. Shs. 20,000.
13. Road transport is the most used method of carrying goods within this country. What is the main reason for this?
A. It is the cheapest form of transport.
B. It is the quickest form of transport.
C. It is the most reliable form of transport.
D. It is the most widely available form of transport.
14. Your aunt wants to send you some money urgently. Which one of these methods is most suitable?
A. Money Order.
B. Postal Order.
C. Open Cheque.
D. Crossed Cheque.          
15. A debit note is issued to correct
A. An undercharge on an invoice.
B. An overcharge on an invoice.
C. An undercharge on a statement.
D. An overcharge on the receipt.
16. The most essential characteristic of money is
A. Acceptability.
B. Portability.
C. Divisibility.
D. Durability.
17. When visible imports exceed visible exports, a country is said to have
A. A favourable balance of trade.
B. An unfavourable balance of trade.
C. A favourable balance of payments.
D. An unfavourable balance of payments. 
18. The �Articles of Association� of a company is important in that it 
A. Defines the powers and limitations of a company.
B. Indicates the number of shareholders in a company.
C. Contains the capital clause of a company.
D. Guides the day to day organization of a company.
19. The surrender value of a life assurance policy is
A. The minimum value of an insurance cover in order to be acceptable by the insurance company.
B. A penalty payable to the insurance company because of late payment of the premium.
C. The amount a person will receive if he cashes his life assurance policy before the date of its maturity.
D. The actual amount paid by the insurance company in case of a motor accident.
20. A business form used when the seller requests payments in advance or goods are sent on approval or on consignment is known as 
A. A dispatch note.
B. Delivery note.
C. Credit note.
D. Proforma invoice.
SECTION B: (80 MARKS)
Answer any four questions from this section.
21. (a) Describe the main services that a wholesaler offers to:
              (i) the manufacturer. 






(06 marks)

              (ii) the retailer.







(06 marks)
      (b) Under what circumstances may the services of a wholesaler not
            be required?








(08 marks)
22. (a) Explain the functions of advertising in business. 


(12 marks)
      (b) Outline the disadvantages of advertisements to a consumer. 

(08 marks)
23. (a) Give the difficulties faced by Uganda traders in foreign trade. 
(06 marks)
      (b) Explain measures that can be taken by the government to promote 
            foreign trade. 







(14 marks)
24. (a) Distinguish between the following types of partners:
            (i) Active partner and Dormant partner. 




(04 marks)
            (ii) General partner and Limited partner. 



(04 marks)
            (iii) Real partner and Quasi partner. 




(04 marks)
      (b) Outline the rights and duties of a business partner.


(08 marks)

25. (a) Outline the four elements of transport. 




(04 marks)

      (b) What factors are considered when choosing a mode of transport? 
(12 marks)

      (c) List the problems faced by the business community in Uganda 
           when using road transport.






(04 marks)

26. (a) What is a consumer cooperative society? 



(02 marks)
      (b)  Give the main services performed by consumer cooperative 
             societies in Uganda. 






(06 marks)
      (c) Outline the major problems faced by these societies.


(12 marks)
27. (a) List two main characteristics of the following bank accounts:
              (i) Savings account.






(02 marks)
              (ii) Current account.






(02 marks)
              (iii) Fixed account.






(02 marks)
      (b) Mention any five advantages and four disadvantages of using
            cheques as a means of payment.   





(14 marks)

28.(a) State any four sources of business finances to a private business firm. (04 marks)
     (b) The books of accounts for a given firm indicated the following as at 
           31st December, 2011:
 


Opening Stock


Shs. 240,000,000.
 


Closing Stock


Shs. 36,000,000.
 


Net Sales



Shs. 300,000,000.
 


Expenses



10% of Gross Profit.
 


Gross Profit



20% of Net Sales.

           Determine:
               (i) The Cost of Sales. 






(04 marks)
               (ii) Purchases.
 






(03 marks)
               (iii) Gross Profit.
 






(03 marks)
               (iv) Net Profit. 







(03 marks)
               (v) Net Profit Ratio. 






(03 marks)
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