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SECTION A (20 MARKS)

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

1.
Retail outlets which specialize in selling products of Mukwano Enterprises are classified under 

A.
supermarkets. 

B.
multiple shop. 

C.
departmental stores. 

D.
tied shops. 

2.
Which one of the following activities is under primary production? 

A.
Coffee processing. 

B.
Car manufacturing. 

C.
Road construction. 

D.
Oil drilling. 

3.
An allowance a seller gives to a customer when payment is made within a specified period of time is called 

A.
cash discount. 

B.
commission. 

C.
trade discount. 

D.
quantity discount. 

4. Given the following information, determine the value of current liabilities:
 Stock 


Shs 100,000
Trade creditors
Shs   80,000
Trade debtors

Shs 120,000
Bank overdraft
Shs   50,000
A.
Shs 170,000 

B.
Shs 220,000 

C.
Shs 130,000 

D.
Shs 300,000 

5. The principle of utmost good faith in insurance states that

A.
the insured who suffers loss should be compensated. 

B.
the insured should reveal all the necessary information about the property when applying for an insurance policy. 

C.
there must be a close relationship between the risk insured and the cause of the loss suffered. 

D.
the insurer takes ownership of the scrap of the destroyed property. 

 6. 
The system of installment selling where the buyer takes ownership of the 

property immediately after paying the first deposit is known as 

A.
hire purchase. 

B.
mortgaging. 

C.
credit sale. 

D.
deferred payment. 

7. Which one of the following is a function of the stock exchange?
A.
Buying and selling shares and other securities. 

B.
Buying and selling of goods 

C.
Exchanging different currencies. 

D.
Buying and selling of treasury bills. 

8.
Given turnover worth Shs450,000 and cost of sales as Shs300,000, calculate the mark-up of the business. 

A.
33.3% 

B.
66.7% 

C.
50% 

D.
20% 

9.
Which one of the following documents helps the seller to find out the credit worthiness of the buyer who wants credit? 

A.
Credit note. 

B.
Credit status inquiry. 

C.
Letter of credit. 

D.
Trade credit. 
10. A debenture which has a specific property pledged against it is called

A.
a mortgage debenture. 

B.
a naked debenture. 

C.
a redeemable debenture. 

D.
an irredeemable debenture. 

11. A bill of exchange payable after maturity data is called

A.
a sight bill. 

B.
a retired bill. 

C.
an usance bill. 

D.
a documentary bill. 

12. Assessors in insurance are responsible for
A.
determining the premium. 

B.
taking the scrap of the destroyed asset. 

C.
the calculation of the sum insured. 

D.
estimating the extent of damage and the value of compensation. 

13. The following  are advantages of a customs union except 
A.
greater volume of trade among countries. 

B.
transfer of technological know-how. 

C.
co-operation in other sphere like research. 

D.
same currency and monetary system. 

14.
Given average stock at selling price Shs144,000 and turnover ofShs720,000. 

Calculate the rate of stock turn. 

A.
4 times. 

B.
0.2 times. 

C.
5 times. 

D.
0.8 times. 

15.
Which one of the following services is not rendered by microfinance institutions? 

A.
Giving credit facilities. 

B.
Accepting deposits. 

C.
Giving financial advice. 

D.
Issuing currencies. 

16.
The method of trade restriction used by a government to stop the importation of a particular product is 

A.
total ban. 

B.
quota. 

C.
tariffs. 

D.
exchange control. 

17. The principle of cooperatives which emphasizes one man one vote is

A.
interest on share capital. 

B.
repayment of dividends. 

C.
democratic management. 

D.
open and voluntary membership. 

 18.
The turnover of a business was Shs360,OOO and cost of sales was Shs280,OOO. Find the margin. 

A.
22% 

B.
28.6% 

C.
28% 

D.
23% 

19. Which one of the following is a function of Uganda Chamber of Commerce? 
A.
Reduce selling expenses for traders. 

B.
Set prices of consumer goods. 

C.
Encourage consumption. 

D.
Create and expand foreign markets. 

20. Which one of the following is a feature of supermarkets? 

A.
Credit sales. 

B.
Pre-pricing. 

C.
After sales service. 

D.
Automatic vending. 

SECTION B: (80 MARKS)
Answer any four questions from this section
21. (a) 
Give two examples of: 



(i) 
consumer goods. 







    (02 marks)



(ii) 
producer goods.







    (02 marks) 


(b) 
Outline eight factors that influence the supply of a commodity in the 



market. 









   (16 marks) 

Answer for Question 21:
 21. (a) (i) Examples of consumer goods include:-


· Foodstuffs,
· Stationery,

· Clothes,

· Cars,

· Radios, 

· Shoes, e.t.c.
21. (a) (ii) Examples of producer goods include:-

· Factories,
· Furniture,

· Buildings ,

· Fixtures and fittings,
· Machinery,
·  e.t.c

21. (b) Factors influencing supply of a commodity in the market.

· The price of the commodity – The higher the price the greater the amount of a commodity supplied and vice versa.

· The cost of production – A decrease in the cost of production increases supply but increase in the cost of production  reduces supply.

· Number of producers – A greater number of producers  increases supply and the fewer the producers the lower the supply.
· Demand/size of the market – An expansion in the market for a commodity increases supply and a decrease in market for a commodity reduces supply.
· Price of other commodities – The increase in the price of the substitute leads to a decrease in supply of a commodity in question and vice versa. Increase in the price of a complementary good leads to increase in supply of the related good and vice versa.
· Gestation period – A longer gestation period reduces supply and a shorter one increases the supply of a commodity.
· Natural factors – This normally applies to agricultural products. Bad weather conditions may cause limited supply and favorable climatic conditions lead to higher supply.
· Government policy – Taxation reduces supply and subsidization increases supply.
· The political environment – Political instability discourages production hence supply decline and vice versa.
· The objective of the producer/firm – If the producer wants to maximize sales, supply will increase but if he wants to maximize profits, he/she may limit supply.
· The working condition/environment – Favorable working condition enables greater supply as compared to unfavorable working conditions.
· Expectation of future price changes
22.
Explain any five: 


(a) 
features of small scale retailing. 






(10 marks)

(b) 
qualities of a good retailer. 







(10 marks) 

Answer for Question 22:

22 (a)  Features of small scale retailing:
· They operate with a small capital base because they have limited access to loans.
· They offer limited variety of goods / services

· They operate on a small scale and may not have their business premises

· Operate in a limited area and offer services to a few customers/ have a small market

· They have a small turnover and small profit margin

· They are flexible in operation and can change line of trade according to market demand.

· They hold relatively small stock of goods

· Usually sell directly to consumers

· They occupy a very small area/ space because of the nature of stock held

22 (b) Qualities of a good retailer.

· He should be courteous/pleasant when dealing with customers.

· He should be a good buyer able to buy more economically/ he should know when, where and what to buy.

· Cooperative with the suppliers i.e. should be able to pay them promptly to be assured of steady supply and discount.
· He should be open and honest to his customers

· A good administrator. i.e. should be in position to control his stock, assets and check on activities of his workers

· Should be able to forecast the demand of his customers, change in taste and fashion/knowledge of the business.

· Should be able to settle his financial and tax obligations in time.

· Should be clean himself and even the environment.

· Should practice good or efficient salesmanship. e.g. should be able to advise customers, give after sales services, giving discounts, e.t.c.

23 (a) Distinguish between sales promotion and advertising.



(04 marks)
 
    (b) 
Explain any five factors that should be considered when choosing a 



medium of advertising. 







(10 marks) 

     (c) Give three disadvantages of advertising to consumers.



(06 marks)
Answer for Question 23:

  23 (a) Sales promotion is any activity done or campaign to boost the sales of a trader or firm.

     Advertisement is spreading of information about the existence of a product for sale.
23 (b) Factors considered in choosing medium of advertising

· The social class to which the medium appeals e.g. Televisions appeal to the rich and radio appeals normally to the poor.

· The age group to which the medium appeals. The youth normally read magazines yet newspapers appeal to the old people.

· The geographical area covered by the medium is whether the advert is made for a locality/regional or international

· The cost of advertising through the medium i.e. if the adverts are more expensive than radio adverts.

· The number of people reached by the medium i.e. the radio reaches more people than Television adverts.

· The economic group to which the medium appeals i.e. whether ordinary people or technical people.

· The nature of the product being advertised, technical items such as computers are better advertised through television or brochures.

23 (c) Disadvantages of advertising to consumers.

· Most adverts are misleading and deceitful.

· They increase the cost of the goods hence higher prices to the consumer.

· Some products advertised are inferior.

· Some adverts may encourage consumers to buy what they do not need/unplanned purchases.

· Intensive advertising may lead to emergence of monopolies which may exploit the consumers.

· Persuasive advertising may cause choice making difficult e.g the telecommunication industry in Uganda.

24 (a) Define each of the following terms as used in banking: 

(i) Bank overdraft 








(02 marks)
(ii) Bank draft  








(02 marks)
(iii) Standing order  








(02 marks)


(iv) Credit transfer  








(02 marks) 

(b) Explain six methods used by a central bank to control the amount of 



money in circulation. 







(12 marks) 
Answer for Question 24:

24 (a) Defining the terms as used in Banking

(i) Bank Overdraft – This is when a current account holder withdraws money in excess of the balance on his bank account.
(ii) Bank draft – Is a cheque drawn on the bank its self and the bank issues it only if a person requesting has paid an equivalent amount of money to the bank.

(iii) Standing order – This is an instruction to the bank by an account holder to pay a specified sum of money to a named person at regular and specified intervals for a specified period of time.
(iv) Credit transfer – This is a service offered by commercial banks used for settling many debts/creditors using one cheque.
24 (b) Six methods used by a central bank to control the amount of money in circulation.

· Bank rate – By increasing bank rates, Commercial Banks are deprived of loanable funds, hence discouraging borrowing by businessmen and viceversa.

· Open Market Operations (OMO) – When there is excess money in circulation, the central bank sells securities and when there is little money in circulation, it buys securities.
· Compulsory/Special deposits – The government, through the central Bank, demands commercial Banks to deposit a portion of their deposits with the central Bank. This reduces the money available to commercial banks for lending purposes and vice-versa.
· Cash ratio – The central Bank instructs the commercial Banks to keep a higher percentage of the deposits received by them in cash form or keep a lower percentage. This results into less cash being available to commercial Banks for lending and vice versa respectively.
· Selective Credit control/ Selective control – The central Bank directs Commercial Banks and other financial institutions to give loans to selected sectors of the economy only e.g. the agricultural sector.
· Moral suasion/Persuasion – Commercial Banks are requested to restrain from excessive lending and vice versa.

· Legal Reserve Requirements – All commercial Banks are required by law to keep a fraction of their total deposit with the central bank. This reduces money available to the commercial Banks for lending and vice versa. 
· Margin Requirements – When the central Bank wants to reduce the amount of money in circulation, it raises the margin requirements to make loans expensive and vice versa. 

25. (a) Describe any six documents used in the formation of a public limited 


company. 










(12 marks) 


(b) Give four reasons why a company may wind up. 




(08 marks) 

 Answer for Question 25:

25(a) Describing any six documents used in the formation of public limited company.
· Memorandum of Association – This governs the external relationship between the company and the public. 
OR – It shows / lays down the powers and limitations of the company.

· Articles of Association / Table A of the Companies Act – This governs the internal organization of the company.
OR – It lays down the rules and regulations about the internal organization of the company.

· A list of directors – This gives and names addresses of directors.

· A statement signed by the directors stating that they agree to act as such.

· A declaration that all necessary requirements have been duly complied with and the directors agree to act as such.
· Certificate  of incorporation – This gives legal existence to the company.

· Prospectus – This invites the public to subscribe for shares.

· Certificate of trading / Certificate of commencement – This allows the company to start business.

25 (b) Reasons why a company may wind up

· Where shareholders pass a resolution at a meeting to wind up the company.
OR voluntary winding up.

· If the period, if any, fixed for the duration of the company by its articles of association expires.

· When the company  can no longer carry out its business because of lack of funds (indebtedness)
· If the creditors apply to court for the company to be wound up on the grounds that it has not paid up its debts or is unable to meet its financial obligations.
· In case it is found out that the number of shareholders does not correspond with the required minimum number.

· If the company does not commence business within a year of issue of the certificate of incorporation.
· If the activities/operations of the company become illegal.

26.
(a) State six contents of a partnership deed. 





(06 marks) 

(b) Give seven advantages of a partnership over sole proprietorship form 

of business. 









(14 marks) 

 Answer for Question 26:

26. (a) Six contents of a partnership deed.

· The name of the firm and its location.

· Name, address and occupation of each partners.

· Status/type of each partner e.g. Active partners, sleeping/dormant partner.

· Capital contributed by each partner

· Ratios in which profit and losses are to be shared among partners.

· The rights of each partner e.g drawing, salaries, interest, e.t.c.

· The duties allocated to the partners.
· Methods of calculating good will at the time of retirement death or admission of a partner.

· The manner in which the books of accounts would be kept.

· The procedures to be adopted at dissolution of  partnership.
· The duration of partnership if its temporary.

· The purpose for which partnership was formed

· How the management committee is elected.

(b) Advantages of partnership over sole proprietorship 
· Partnership raises more capital than sole proprietorship.

· The burden of losses/liabilities is distributed to all partners unlike in sole trade.

· The work is divided among partners i.e. specialization and division of labor, this reduces work load of each partner unlike in sole proprietorship.

· Partnership can have a better combination of talent which is not a case of a sole trader.

· The business can easily be expanded because of admission of more partners unlike in sole trade.

· The absence of a member doesn’t stop a partnership from operation but once a sole trader is away, the business will come to a standstill.

· Partnerships have better chances of acquiring loans than a sole proprietorship since it has more assets.
· Shared decisions making result into better decisions while a sole trader may make poor decisions.
· In case of limited partners, they have limited liabilities while a sole proprietor has unlimited liabilities.
27. 
(a) 
Explain the following terms as used in insurance: 




(i) 
Proposal form 







(02 marks) 



(ii) 
Cover note 








(02 marks) 



(iii) 
Insurance policy 







(02 marks) 



(iv) 
Risk 









(02 marks) 



(v) 
Surrender value 







(02 marks) 


(b) 
Describe the basic principles of insurance. 




(10 marks) 

Answer for Question 27:
27 (a) Terms Used in Insurance
(i) Proposal Form 
This is a form filled by a prospective insured. It constitutes an application for insurance cover and signifies the willingness of the applicant to pay premium.

(ii) Cover note
This is the document issued by the insurer when the insured has paid the first/initial premium and has been accepted by the insurer. Its only valid for 30 days.

(iii) Insurance policy
This is the document of insurance which constitutes the contract between the insured and the insurer. It contains all the terms, conditions and warranty of the contract.

(iv) Risk
This is the event against which an insurance is taken out.

(v) Surrender value
This is the money paid back to the insured when he decides to cancel the insurance agreement before the period specified.

27 (b) Basic principles of insurance

· Utmost good faith – The principle requires that the person filling the proposal form discloses all relevant material facts about the property being insured to enable the insurer assess the suitability and calculate the premium.

· Insurable Interest – A person or a firm insures only the property in which he stands to incur a financial loss in event of the destruction.

· Indemnity – This principle ensures that a person insuring does not make any profit or any gain from his property but in case of loss, the insurer only restores him original financial position before the loss.
· Proximate cause – This states that there should be a close relationship connection between the cause of the loss and the risk insured so as to be compensated.

· Subrogation – In event of a total loss after an insured has been fully compensated, the insurer claims the rights the insured had in the destroyed property. 

28. 
(a) 
Define the following terms as used in commerce: 




(i) 
liabilities, 








(02 marks) 



(ii) 
stock taking. 








(02 marks) 


(b) 
Given the following information: 





Stock on 01.01.2009 
43,430,000 




Net purchases 

312,290,000 




Mark-up 


25% 




Stock on 31.12.2009 
26,000,000 




Expenses for the year 
35,850,000 




Calculate: 





(i) 
average stock, 







(04 marks) 



(ii) 
rate of stock turn, 







(04 marks) 



(iii) 
gross profit, 








(04 marks) 



(iv) 
net profit. 








(04 marks) 

Answer for Question 28:
28 (a) Defining

(i) Liabilities: 
Is the money the business owes or financial obligation to be met by the business to others/business debts.

(ii) Stock taking: Is the process of physical count and valuation of goods/ property at any point in time by the business.

(b) (i) Average stock 
= 
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= Shs. 34,715,000.
(ii) Rate of stock turn
= 
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But Cost of sales 
= Opening stock + Net purchases – Closing stock





= 43,430,000 + 312, 290,000 – 26,000,000





=329,720,000

So, Rate of stock turn
=
[image: image4.wmf]34,715,000
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= 9.4979



 

 



≈ 9.5 times
(iii) Gross profit 

= 25% of cost of sales




= 
[image: image5.wmf]100

25

X 329,720,000





= Shs. 82,430,000
OR Gross profit 

= Sales – cost of sales
But sales 


= 
[image: image6.wmf]100

Markup

 

100

+

X cost of sales





= 
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= 
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125

X 329,720,000





= 412,150,000

So, Gross profit 

= 412,150,000 – 329,720,000





= Shs 82, 430,000
(iv) Net profit 

= Gross profit – Expenses




= 82,430,000 – 35,850,000




= Shs 46,580,000
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