COMMERCE SEMINAR QUESTIONS SLATED FOR 14/06/2015
1 (a) Distinguish between:-
i. Extractive industries and manufacturing industries
ii. Direct production and indirect production
(b) Explain the Limitations of specialization
MR. WAGIMA CHRISTOPHER
2  (a) What is retail trade?
(b) State any three differences between multiple shops and departmental shops
(c)Explain any six distinguishing features of large scale retailers and small scale retailers.
MR. WAMINI HASHIM
3 (a) Distinguish between money order and telegraphic money transfer
(b) Explain the services other than those in (a) above that are provided by the post office to facilitate trade.
(c) Give four reasons why most traders in Uganda are moving away from the postal office services.

MR.KAWUMA VICENT

4 (a) Differentiate balance of trade from terms of trade.
(b) State six methods used by your country to control international trade.
(c)Give six reasons why international trade should be controlled.
MR. ABAMU
5 (a) Explain the following terns as used in business calculations:-
i. Quantity discount
ii. Stock taking
iii. Solvent
iv. Bankruptcy
v. Rate of stock turn
(b) Sitya loss had an average stock at cost of shillings  1,440,000/= and the rate  of turnover of four times .His gross profit is 25% of sales .The overheads amount to 15% of sales. 
Determine: 
i. The sales
ii.  The gross profit ratio
iii. The net profit ratio
iv. The markup
MR. WALIIMBWA JAMES
6 (a) Distinguish between the following types of shareholders 
i. Ordinary shares and preference shares
ii. Redeemable shares and irredeemable shares
iii. Cumulative shares and non- cumulative shares
iv. Participating shares and deferred shares.
(b) Describe the steps involved in the formation of a public limited company
MR.KAWUMA VICENT
7 (a) Give four features in each case of the following bank accounts
i. Bank current account
ii. Bank savings account
iii. Fixed deposit account
(b)  List the advantages gained by a current account holder.
 (c) Describe any five means of payment used by commercial banks.
MR.NKAMBO
8 (a) What is meant by consumer protection?
(b) Give the method used to protect consumers in Uganda.
(c) Explain the problems faced in protection of consumer.

MR.WAGIMA CHRISTOPHER
9 (a) Give three examples in each of the following :
i. Direct taxes
ii. Indirect taxes
(b) Explain the advantages and disadvantages of imposing taxes in your country.
MR.ABAMU
       10.  (a) What is insurance as used in commerce?
(b)Explain any five roles of insurance in any business activity.
(c) Describe the facts to be considered when determining premium to be paid by the insured 

MDM. IMMACULATE ZAHURA
       11.(a) Distinguish between itinerant trader and market vender.
(b) State five characteristics of an itinerant trader
(c)  Explain the facts that should be considered when opening up retail business.

MR.WAMINI HASHIM
12. (a) Distinguish between “income statement” and “a balance sheet”.
(b) The following balance sheet was extracted from the books KIKANKANE  Enterprise limited as at 31th December 2014. 
	 Capital and Liabilities (Shs)
	Assets (Shs)

	Capital                                                           14.300.000
	Motor vehicle                                                1,560,000

	Creditors                                                         7.605,000
	Land & building                                           11,050,000

	Bank loan                                                        5,898.100
	Furniture                                                         2,990,000

	Bank overdraft                                                  601,900
	Machinery                                                          500,000

	Debentures                                                    5,550,000
	Stock                                                                3,175,000

	
	Cash at bank                                                   3,000,000

	
	Cash in hand                                                   1,647,100

	
	Equipment                                                        830,000

	
	Premises                                                         4,220,000

	
	Debtors                                                           4,982.900

	                                           33,955,000
	                                            33,955,000



Net profit is 15% of capital.
Calculate: 
i. Circulating capital
ii. Working capital
iii. Capital employed
iv. Working capital ratio
v. Capital owned
vi. Return on capital employed
MR. TAMALE JAMES
13. (a) Distinguish  between 
I. Informative advertising and competitive advertising 
II. Advertising slogan and advertising medium.
(b) Outline the advantages and disadvantages of using television as a medium of advertising.
MR.WAMINI HASHIM
14. (a) State the function of each of the following documents used in home trade.
i. Advice note
ii. Credit note
iii. Statement of account
iv. Invoice
v. Credit status inquiry
(b) Outline the factor influencing the distribution of goods and services in your country.
MR. NKAMBO
15. (a) Define the following terms as used in insurance.
i. Fidelity guarantee policy
ii. Utmost good faith
iii. Sum- insured
iv. Co-insurance
v. Endowment policy
vi. Pooling of risks
vii. Under insurance
viii. Adjuster
ix. Risk
x. Cover note
(b) State six risks and their respective policies commonly undertaken by traders in Uganda.
MR. KAWUMA VICENT
16. (a) Distinguish between “returns inwards “ and “returns outwards”
(b) A trader has the following record for the financial period ended 31th June 2014.
Stock  31st June 2013	Shs 4,860,000/=
Average stock 		Shs 3,690,000/=
Purchases 		Shs 75,000,000/=
Markup 		25% 
 Returns outwards 	Shs 3,100,000/=
Overheads 		1,080,000/=
Calculate:
i. Closing stock
ii. Cost of sales
iii. Sales
iv. Cross profit ratio
v. Net profit ratio
vi. Rate of stock turn

MR.WALIMBWA JAMES
17. (a) Describe the various service that assist trader in trade 
(b) Draw a diagram to show the branches of production:
MR.KAWUMA VICENT
18. (a) Define a negotiable Instrument.
(b) Describe any four examples of negotiable instruments.
(c) State the benefits of using a bill of exchange in trade.
MR. NKAMBO
19. (a)  Explain the following commercial terms 
i. Privatization
ii. Denationalization
(b) What is the roll of inter-state enterprises in the development of trade in your country?

MR. ABAMU
20. (a) Give differences between transport and communication
(b) Give five advantages and disadvantage of pipeline transport.
© Explain why sea transport is commonly used in foreign trade

MR. KAWUMA  VICENT
21. Approach and Technicalities in answering commerce.
MDM IMMACULATE ZAHURA

END


PROPOSED COMMERCE SOLUTION FOR SEMINAR QUESTIONS
1. a
i. Extractive industries: This is the first stage of production which is concerned with getting the raw materials provided by nature out the land. These raw materials can be obtained through hunting, fishing, farming, mining, lumbering etc while manufacturing industries is secondary stage of production concerned with comforting the raw material into usable and consumable goods that satisfies human needs and wants. E.g. textile making. Food processing etc.
ii. Direct production is a form production where an individual produces goods or services for his/ her own consumption. While indirect productions the production of goods and services by person with aim of selling to other people.
b	The limitation of specializations includes:
· It leads to boredom of work. This leads to inefficiency and may in turn result in production of poor quality goods.
· It leads to inflexibility of workers. These makes come at stand still in case of absence of a worker
· It causes an employment. This is because specialized labour is immobile across different occupations.
· It results into quick exhaustion of resources due to constant extraction of resource.
· It leads to loose of craftsmanship. This slows down the level of innovativeness and creativity.
· It leads to over production and thus wastage of resources. 
· Danger to health of workers working on or with some machines to produce goods or service may affect the health of an individual’
· Lack of responsibility because one job is completed by different workers (accountability is lacking).
2. a Retail trade: This is the selling of goods to final consumer irrespective of the person undertaking it.
b Differences between multiple shops  and departmental shops.

	MULTIPLE SHOPS
	DEPARTMENTAL SHOPS

	· Scattered over different localities /towns
	· Found in one building/roof

	· Administration of multiple shops is centralized
	· Administration is decentralized

	· Stock are narrow range of  related goods
	· Deals in Avery wide range /variety of goods

	· Different branches have similar appearances with same method of arranging goods.
	· Different department do not look alike, and have different method of arranging goods

	· Mainly one the manufactures’ own retail outlet i.e. owned by the producer /manufacturer.
	· They are normal setup by retailers.

	· Losses incurred  at one branch can be offset by profit gained from other branches,
	· Losses suffered in one department are not diversified.

	· Goods are purchased from one supplies
	· Goods are sourced from different supplies

	· Charge same prices for the goods held because they are similar.
	· Charge different prices as goods are different

	· Each branch is headed by branch manager.
	· Each department is headed by a departmental manager.

	· Risks are spread since branches are set to different places
	· There is high risk of losing everything in case of fire break out




(b) © Distinguishing features of large scale and small scale retailers

	Large scale retailers
	Small scale retailers

	· Require large amount of funds to start up hence large stock held.
	· Require small capital setup hence little stock held.

	· Operational cost are big since they employ many people
	· Operation cost are lower since they operate with few workers

	· Bigger risks /looses since they employ a lot of capital.
	· Risks /loses involved are small.

	· Not easy to manage i.e. they employ specialized staff(diseconomies of scale)
	· Easy to manage

	· Not flexible. Cannot easily change line of business or location
	· Flexible in terms of location and line of business.

	· High turnover and profits.
	· Low turnover and low profits

	· Carry out extensive sales promotion. 
	· Advertise on small scale mainly by moving around.

	· They mainly operate from well fixed premises.
	· Some of the do not have fixed premises i.e. itinerant traders




3. (a) Money order is the means of payment by the post office where a large sum of money is transferred to specific person on payment of small fee to the post office. While telegraphic money transfer is a means of payment used to remit / transfer money very fast by use of telegraph
(b) Services provided by post office to facilitate trade.

· Delivery of ordinary mail e.g. letter/ newspapers/ magazines/parcels etc
· They offer orders in remitting amounts in small denomination.
· They offer registered mail for sending very important business documents.
· Provides insurance cover to the contents of a letter and parcel at a charge.
· Offering cash on delivery services.
· Offer E.M.S (Expatiated Mail Service) which guarantees quick delivery.
· It offers telecommunication services.
· It offers business reply services.
· Provides banking services.
·  Provides transport services e.g. post bus.
· Licensing news paper.
· Provides services of postal franking machines.
· They offer poste restante services.
© Reasons why traders are running away from post office services.
· Inefficiencies in service delivery / delay.
· Loose of contents of mail / parcels thus lose of trust
· Stiff competition from private providers / couriers e.g. yellow pages, DHL mobile telecommunication companies like K2, MTN, AFRICEL, and SMART.
· Advances in technology i.e. better method of delivery e.g. the internet / email.
· Increase in the efficiency in the road and communication network which enables traders to move quickly.
· High operating cost hence making it expensive.
4. (a) Balance of trade is the difference between the visible imports of a country in a given period of time.  Whereas /yet/while Terms of trade is the price of the country’s imports relative to the price of exports. 
(b) Methods used to control international trade.
· Imposing heavy import duties (tariffs)
· Fixing import quotas.
· Putting  a total ban /embargo.
· Using exchange control /foreign exchange control.
· Granting subsidies to home producers/local producers.
· Using sanitary regulations/medical standards to mainly food stuff and medicine.
· Using devaluation policy
· Using administrative control measures – lengthy bureaucratic procedures in getting the required documentation.
· Using import and export Licenses/licensing policy.
              © Reasons why international trade should be controlled.
· To protect infant domestic industries against competition from high quality foreign goods.
· To avoid dangerous goods (healthy and safe standards) getting into the country.
· To encourage employment opportunities for the citizens.
· To raise revenue for the government treasury through taxed duties imposed.
· To control imported inflation.
· To improve on the terms of trade / B.O.P/
· To guard against dumping / cheap items.
· To reduce dependence on foreign goods to attain self sufficiency so as to avoid hardships during the time of international misunderstandings.
· To promote strategic industries /industrialization (import substitution strategies).
· To promote innovation and invention at home.
· To retaliate against tariffs and trade restrictions of another country (Beg-my-neighbor policy).
· To minimize political influence from abroad.

5. (a) Explanation of the following terms as used in business calculations :
i. Quantity discount: This is a deduction off the purchase price of goods given by one trader to a consumer who buys in large quantities.
ii. Stock taking is the process of listing all the stock held in the business in order to find out the number of items / quantity at a particular time  or  Stock taking is the physical counting of item in stock in order to establish the quantity / number of items in the business at a particular time.
iii. Solvent`: This is the state of the business where its assets are more than its liabilities. It is where the business is capable of meeting its debt from its own resources .
iv. Bankruptcy: This is the state of the business where it can longer operate ie Sells off its assets distribute the proceeds   a monger creditors in ratio of their debts.
v.  Rate of stock turn : This is the number of times the average stock of a business is sold and replaced during a particular trading period.
(b)`Given average stock at cost Shs 1,440,000
				Rate of turn over 4times
				Gross profit  25% of sales
				Overheads 	15% of sales
i. Sales = cost of sales + gross profit
But cost of sales = rate of stock turn x average stock 
  =4 x 1,440,000
   =shs 5.760.000
Let sales be y  
Y= 5.760.000 + 25% y
Y-25%   = 5.760.000
4Y-Y/4  = 5.760.000
3Y /3  = 23.040,000/3
Y =Shs 7,680.000
Therefore :		 sales = Shs 7.680.000
ii. The gross profit ratio =gross profit x 100
       Sales 
But gross profit =25% X 7.680.000
		   = Shs 1,920,000
Gross profit ratio =1,920,000 x100
		         7,680,000
		=25%	
iii. Net profit ratio =net profit X 100
      					       Sales
			But net profit = gross profit- overheads
					= 1,920,000- 15% X 7,680,000
					  =1,920,000 – 1,152,000
					 =Shs 768,000
			Net profit ratio =768,000 X100 
					  7,680,000
					= 10%





iv. The markup  = gross profit X 100
              Cost of sales
	=1,920,000 X 100
	  5.760,000 	
	=33.3%
	m 33%.
6. (a) Distinguishing between the following types of the shareholders 
i. Ordinary share and preference shared
Ordinary shares are shares which are owned by promoters of the company who are untitled to share dividends or profits after off  other share holders have been paid, they carry out voting rights
While
 Preference shares are shares of company which one considered first in the distribution of property, in dividend payable to them   it restricted to the certain percentage
ii. Redeemable shares and irredeemable shares :
Redeemable share: These are shares bought back/redeemed by the issuing company after salted period of time.
While
Irredeemable shares are those shares which cannot be bought back by the company but can be sold to someone else  or can be got back if a company  wind up,
iii. Cumulative  shares and non cumulative
Cumulative shares are those shares whose holders one entitled to  affixed rate of dividends till they are paid (have rights to claim dividends) from profit of the coming years
While
Non cumulative shares are those share entitled to a fixed rate of dividends but only in  a year  for which dividends are declared in this case a person stands to lose should a company fail to make profit in a particular trading year.
iv. Participating shares Deferred shares 
Participating shares are those shares which carry a fixed rate of dividend the holders are entitled to any extra profit which remains after all share holders have received their dividends while Deferred shares are those where a business may want to convert to public limited company and wish to retain powers of control and right to high profit .Thus they create a class of deferred shares giving them special voting powers and the right to dividends.
(b) 	The steps involves in the formation of a public limited company.
· Promotion / birth of an idea to form a company – The intending people first come up with the idea of forming a public limited company with minimum number of 7 to infinity.
· Drawing up and filling company document – The promoters then can agree on the rules and teems by which a company will operate. Thus rules and terms are written down in two document ie memorandum of association and articles of association.
· Registration with registrar of companies.-After making the documents they must present them to registrar of companies with the list of director and the statement signed by them stating that they agree act to as directors. When satisfies the registrar may ask the promoters to pay the registration fee and the company is given the registration number after which a certificate of incorporation is issued hence giving the company a legal entity.
· Issuing of prospectus: This offers invitation to the public an opportunity to purchase shares in the formed company thus it advertises the shares of the company.
· Issuing of a certificate of trading: This document empowers the public limited company to start operating. It is issued by the registrar of companies after the company has raised the minimum share capital
7(a) Features of the following bank accounts:
i. Bank current account:
· Withdraw are made by the use of a cheque
· Bank overdraft facilities are allowed.
· No interest is offered on deposits.
· No minimum balance is maintained.
· Bank statements are usually issued
· Deposits can made at a time in a form i.e. cash, cheques drafts etc.
· Customers make withdraws a time without notice.
· A minimum initial deposit is required at time of opening a current account.
ii.  Bank savings account:
· The account holders are required to deposit at least a certain amount of money as a minimum deposit (initial deposit).
· The account holders are required to maintain a certain minimum balance at all times.
· Money can be deposited at any time.
· Withdraws are restricted/allowed only once a week.
· No overdrafts are allowed. But a balance in savings account may be uses as security when applying for an overdraft against a current account.
· Account holder is issued with Passbook which is used whenever money is being deposited or withdrawn from the bank.
· Usually small interest paid on deposit balance.
· No cheque books are provided.
· Bank statements are not usually issued.
iii. Fixed deposit Account:
· Deposits are for specified period of time.
· Deposits are normally much bigger than in other accounts.
· Withdraw is only at the end of deposit period and customer normally gives notice.
· A deposit receipt is issued for withdraws.
· High interest is paid on deposits.
· Involves large sums of money.
· Money in the account may be used as security for loan.
(b)  The advantages gained by a current account holder include:
· It facilitates deposits of any amount at any time.
· It provides overdraft facilities to its holders.
· Its holders are provided with cheque books which are convenient form of paying.
· It is convenient to use for other   means of payment i.e. standing order, credit transfer etc.
· It does not require minimum amount to be maintained on the account.
· Minimum deposit is lower in current account than in fixed deposit  account.
©   Means of payment used by commercial banks:
· Cheques  - Is a written order by the account holder to the bank to pay a specified amount of money to the person named on the cheque or his order.
· Standing orders:  This is an instruction to the bank by the account holder to pay a specified sum of money to a named person at a regular or specified interval for specified period of time.
· Bank draft :  this is the cheque drawn on the Bank  itslf and the Bank issues it only if the person requesting it has paid an equivalent amount of money to the bank.
· Credit transfer:  This is a service offered by a commercial bank for settling many debts using one cheque.
· Credit cards: This is used by the holder to buy goods or services    from organizations that accept payment by this method.
· Direct debits:  This is similar to standing orders, but instead of asking the bank to make payment on one’s behalf, the account holder gives an organization or an individual permission to withdraw money directly from the holder.
8 (a  Consumer protection refers to the measures taken to ensure that consumers are             safeguarded from being exploited by the business world.
    (b) The methods used to protect consumers in Uganda include:
· Through consumer associations: These receive complaint from members concerning the prices and quality of goods and services.
· Uganda National bureau of  standards (UNBS) to enforce quality and desired standards.
· Through resale price  maintenance . Manufacturers insist on fixing prices of their products up to the last stage of distribution e.g Newspapers.
· Formation of consumer co-operative societies: These distribute goods and services to members at fair prices and of goods quality.
· Enacting laws aimed at protecting consumers from exploitation  e,g sales of goods Act,foods and drugs Act, Weights and Measures Act  etc.
· Formation of business associations to ensure satisfactory standards for their products e.g Uganda manufacturers Association (UMA).
· Letters to the press by consumers. The seller complaining about the products offered.
· Licensing business that are lawful and approved to operate and withdrawing Licensing from unscrupulous traders.
· Banning or taxing heavily the importation of harmful products likely to affect the health        and morality of consumers.
· By use of the rule of caveat emptor (consumer be aware) ie the consumer should take responsible steps to ensure that goods condition and of better quality before buying.
· Producing goods through state enterprises to enable consumers get them at reduced or fair prices.
· Regulating persuasive and misleading advertisement by banning them on televisions, radios etc.
©  The problem faced in protection of consumers:
· Lack of funds     by government hence hindering enforcement of various Laws/Acts.
· Consumer ignorance of their rights especially in less developed countries.
· Poverty among consumers, traders take advantage of this to exploit them through wrong weights, selling expired goods etc.
· Gender, tribal and religious differences making the formation of business associations and consumer co-operatives difficult
· Lack of country wide consumer education and awareness about the need for consumer protection and illiteracy of the majority of the consumers.
· Corruption and embezzlement.
· High tax rates leading to high price charged by traders .
· Poor transport and communication which fails the departments like (UNBS).
· Political interference from politician who are traders which makes UNBS officials to act with fear and favour in their duties.
9 (a) Examples of types of taxes :
i. Direct taxes- Its examples include :
· Income tax –Levied on individual who earn income tax
· Corporate/ company tax –Levied on property of companies.
· Surtax – Levied on those with very high income which exceeds specified limits.
· Capital gain tax – imposed on gain realized when capital assets appreciate.
· Property tax –Levied on the value of property on individual owners.
· Gift tax- imposed on certain gifts people receive from others.
· Death tax – imposed on the property of the deceased.
· Inheritance  tax- Levied on property that has been inherited,  
ii. Indirect taxes  - examples include :
· Sales tax  - imposed on sale of commodities eg  VAT
· Excise duty – charged on goods which are produced locally in the country.
· Export duty – imposed on goods sold outside the country (exports).
· Import tax – imposed on imports .
· Value Added Tax – imposed at each stage of consumption.
· Sumptuary tax imposed on consumption of luxury goods.
(b) Advantage of imposing taxes in Uganda:
· It is a source of government revenue .
· They discourage the consumption of dangerous goods.
· They help in reduction of inflation by reducing disposed income.
· They promote the growth of home  industries.
· They reduce income inequality:
· They reduce the balance of payment difference.
· Encourages people to work hard to pay taxes.
· They help to combat unemployment.
· They are used as a means of forced savings e.g. NSSF
© Disadvantages of imposing taxes include:-
· They reduce disposable income hence reducing the purchasing power of individual.
· Causes inflation sing-ce it raises the cost of production.
· Brings about income inequalities .
· Encourages smuggling.
· Causes un employment .
· Causes political instability.
10 (a) Insurance is an arrangement / agreement where the insurer in return for payment of premium and takes compensate the insured incase a particular loss occurs.
(b) Roles of insurance :-
· It offers compensation , thus it enables the insured to continue in business.
· It gives confidence to business owners to undertake risky investments.
· It acts as means of saving ie life insurance pokicy enables the assured save for the future.
· Large part of money collected by insurance company in form of premium is invested in business ventures which results into further growth.
· It promotes trade , both home and international because traders are guaranteed compensation and continuity.
· It contributes towards country’s invisible export thus may contribute to solving  B OP problems.
· It provides employment to those working in insurance companies .
· A trader may use life insurance policy  as collateral security for a bank loan to enable him/her finance his/ her business activities.
· Reduces the cost of social services.
· Insurance companies can act as trustees for business men.
· Provide security to workers especially workman’s compensation policy.
· Promotes foreign trade.
©Factors to be considered when determining premium(two sided question):-
· Value of the property / sum insured ie how expensive and valuable the property is high the value  the high the premium and vice versa.
· Nature of property ie delicate /fragile/flammable items pay high premium compared to ordinary items.
· Age of the property/person ( state of the property) ie old  compared to new.
· Level of precaution taken by the insured (precaution verses no precaution at all).
· Number of applicants . more people less premium and vice versa.
· Frequency of occurrence / probality of the risk occurring the high the premium and vice versa.
· Type of the policy – valuable and expensive attracts high premiums.
· The operating expenses of the insurer . high administrative cost and high rate of claims for compensation calls for high premiums,
11 (a)Itinerant trader is collective term for small scale retairers who move from village to village selling their goods normally carry their goods on their bodies
While
Market vendors are smaller scale traders   who have permanent stalls in market or move from one market to another at scheduled time.
(b) Characteristics of an Itinerant trader:
· They hold relatively little stock
· They serve a small market
· They employ little capital in the business
· They offer a variety of goods though on a small scale
· They do not have permanent premises I,e they are mobile
· They are very flexible  i.e can easily change      line of business / location
· They deliver goods to their customers’ doors
· They have personal contact with their customers.
©  The factors that should be considered when opening up a retail business (two sided question).
· Availability and source of capital.
· Location, where to locate it, in relation to the market.
· Shop layout i.e arrangement of counter and window display.
· Storage facilities i.e location of storage facilities.
· Experience /skill a prospective shopkeeper should be knowledgeable about the business.
· Demand conditions of customers /market potential.
· Government policy on business undertakings i.e support or not.
· Terms of sale i.e sell on cash basis or credit basis or both.
· Existence of competitors.
· The source of stock / supplies  i.e to ensure constant supplies.
· Operational costs.
12 (a)  Distinguishing between income statement and a balance sheet.
Income statements is a financial statement which shows the gross profit/loss and net profit /loss of a business organization over a period of time. 
                                                  While
Balance sheet is the financial statement which shows the financial position of the business in terms of Assets, Liabilities and capital as at a given period of time.
(b)  (i)  Circulating capital  = Stock  +  Cash in hand  +  debtors
 		                      =3,175,000 + 3,000,000 + 1,647,100 + 4,982,900
		                      = shs 12,805,000
      (ii)  working capital  =  Current Assets  -  Current Liabilities
		= 12,805,000  -   8,206,900
		= Shs  4,598,100
    ( iii) Capital employed  =  Fixed Assets  + Working  capital
	Fixed Assets = 1,560,000 +  11,050,000 +  2,990,000 +500,000 +830,000 + 4,220,000
			= shs. 21,150,000
Therefore: Capital employed  = 21,150,000  +  4,598,100
				= Shs 25,748,100
      (iv)  Working capital ratio  =   Current Assets
				          Current Liabilities
				=       12,805,000
					8,206,900
				=            1.56  :  1
				m            1,6:1
      (v)  Capital owned   =  Total Assets  -  Total Liabilities
			 =33,955,000   -   19,655,000
			 = Shs.  14,300,000
      (vi) Return on capital employed   =  Net profit  X  100
				         Capital employed
             Net profit  =  15%  X  14,300,000
		        = Shs  2,145,000	
     Therefore :  Return on capital employed  =  2,145,000  X  100
						     25,748,100
						  =  8.83%
13.(a) Distinguish between the following:
i. Informative advertising is a type of advertising which aims at increasing customers awareness/information of a product /service available for sale.  While persuasive advertising aims at influencing / inducing attracting potential customers , to purchase products /services by making them desirable  than others.
ii. Advertising slogan is a motivative word or phrase which is meant to persuade the Customers to buy a particular ,good or service, While an advertising  medium is channel through which a message is conveyed to the public e.g Newspapers, magazines, Radios, Televisions e.t.c
       (b)The Advantage of using Television include:-
· Demonstration of the product / services is possible with colour and movement.
· Television commercial can reach a large number of viewers / audience at the same time as adverts run.
· Desirable for both literate and illiterate.
Disadvantages include:-
· It is expensive if the target audience is small.
· The life span of a given Advertising is short unless recorded.
· Not suitable where detailed information is required as more time it takes to advertise the more many paid.
· It is limited to a few who have television , TV, are relatively expensive.
· No reference once a message is seen , it is forgotten .
· TV transmission is limited to some areas.
14 (a) The functions of each of the following documents:-
i.   Advice note: It helps the seller to notify the buyer on the preparation of goods               for delivery, mode of transport and point of delivery and exported time of arrival     of the goods.
ii. Credit note: It is used to correct an overcharge in the original  invoice it     informs the buyer tat his account has been credited with the overcharge thus reducing the amount payable.
iii. An invoice: - It informs the buyer of the amount due for goods supplied and therefore reminds him /her to pay for the goods .It helps in the writing up of the sales and purchases journal.
iv. Statement of accounts:-Is a sermon of transaction between the seller and buyer for given trading period .It politely demands for payment of the balance due from buyers.
v. Credit status Inquiry: - It is an inquiry that seeks to establish the credit worthiness of consumers / customers who are asking for credit for the first time. It helps the seller to avoid losses through irrecoverable debts.
(b)Factors influencing distribution of goods and services:
· Nature of goods ie perish ability of goods or its durability.
· Kind of market for goods in question .ie goods with steady market will be distributed in many centres and outlets compared to goods having only seasonal demand.
· Distance separating the buyers and sellers: The greater the area over which the product is old, the more complicated the movement of goods  becomes and the more elaborate the channel of distribution becomes.
· The size and number of producing firms .The smaller the producing firms, the fewer their number and hence the  more centralized the method of distribution whereas when these are many producers, they are able  to carryout their own whole selling and retailing hence decentralizing the channels of distribution.
· The availability and cost of transport of the goods.
· Government  policy and administrative procedures eg there may be some restrictions on the distribution of certain goods / services by the government.
· Communication system may also greatly influence the distribution of goods.
· Seasonal facts some goods are needed in particular seasons.
· Accessibility/ insecurity:-Areas which are insecure may not  easily be accessed as compared peaceful areas.
· Geographical factors: Some areas are geographically heard to access like mountain areas of Sebei, Rwenzori etc  .
· Price of the goods. Highly priced goods are better distributed using direct or short channels.
15 (a)  Defining the following terms as used in insurance.
i. Fidelity guarantee . This is an insurance policy which covers against the dishonesty of employees who may steal or embezzle cash or goods of the business in their possession.
ii. Utmost good faith .This is an insurance principle which requires the insured to truthfully disclose all the relevant information and facts about the subject matter to the insurance company.
iii. Sum- insured. This is the value of the property is insured as stated by the owner at the time of applying for insurance.  This determines the amount of premium to be paid.
iv. Co-insurance. This is when more than one insurer is in contractual relationship with the insured for any part or parts of the same risk. The co-insurers share the portions of the risk.
v. Endowment policy. This is an insurance policy which covers the insured or assured for a specified period only,the benefit or sum assured becomes payable at the expiry of such a period or at death whichever comes first.
vi. Pooling of risks.This is where persons exposed to a risk contribute small amounts towards a common pool from which those few who actually suffer losses as a result of the risks insured are compensated,
vii. Under insurance . This is when the inured under declares the value of his property at the time of taking out insurance. This is done with the aim of paying low premium.
viii. Adjuster. This is a skilled person given the responsibility of calculating the losses i,e he /she estimates the extent of the loss suffered by the insured when the claim is made.
ix. Risk. This is an event against which an insurance policy is taken out e,g fire, accident, theft and burglary e.t.c
x. Cover note. This is a temporary protection document that is used in the period when the policy is being prepared. It binds both parties and it shows that there is a contract between them which last for thirty days.
(b)  Risks and their respective policies.
	                RISK
	                                POLICY

	· Personal injury / accident
	· Personal accident policy.

	· Injuries inflicted to employees at the place of work.
	· Employer’s liability policy/workmen’s compensation policy.

	· Injuries to the public by activities in the company.
	· Public liability policy

	· Loss of cash in transit.
	· Cash in transit insurance policy.

	· Dishonesty of employees /embezzlement of cash. 
	· Fidelity guarantee policy /fidelity insurance policy.

	· Loss of goods in transit.
	· Goods in transit insurance policy.

	· Bad debts.
	· Bad debts policy.

	· Road users injured by car accidents.
	· Third party motor insurance policy.

	· Injuries inflicted by accident to all occupants of a car.
	· Comprehensive motor insurance policy.

	· Thieves or robbers breaking into the premises.
	· Thefty and burglary policy.

	· Goods / passengers drowned in water.
	· Marine insurance policy.



16 (a) Returns are goods previously sold on credit but now returned by the customer to the seller  (business)               While
Returns      outwards are goods bought on credit for resale but have had to be returned to the supplier due to some reasons.
     (b) Given opening stock  shs    4,860,000
          Average Stock      Shs      3,690,000
           Purchases             shs       75,000,000
           Mark-up                            25%
           Returns outwards   shs     2,100,000
           Overheads               shs     1,080,000
i. Closing sock  = 2  Average stock   -   Opening stock
=2  X  3,690,000
=Shs  7,380,000
ii. Cost of sales  = opening stock   +   Net purchases   -   closing stock
=4,860,000   +   (75,000,000   -   2,100,000)  - 7,380,000
=4,860,000   +   72,900,000  -   7,380
 =  77,760,000  -   7,380,000
= shs 70,380,000
iii. Sales  =      100   +   mark-up  X   cost of sales
     100
		=   100   +   25   X   70,380,000
	             100
	=   125   X   70,390,000
	      100
            =  Shs   87,975,000
iv. Gross profit   =   Gross profit   X   100
                        Sales
But gross profit  =  Sales   -   cost of sales
			           =  87,975,000   -  70,380,000
	           = shs 17,595,000
Therefore:   Gross profit ratio  = 17,595,000  X 100
				       87,975,000
			=                  20%
v. Net profit ratio   =  Net profit   X   100
Sales
	Net profit =  Gross profit  -   Overheads
		      =  17,595,000  -   1,080,000
		       =  Shs    16,515,000
	Therefore: Net profit ratio  =  16,515,000   X   100
			= 18.772%
			m   19%
vi. Rate of stockturn  =  Cost of Sales
Average stock
	Average Stock =  4,860,000   +   7.380,000
			   		2
			=  Shs    6,120,000
17. a). The services that assist traders in trade include;
· Transport services that help in the distribution of goods and services.
· Communication services that help in passing of the information to other people and expecting the feed back in return.
· Advertising services that help in informing and attracting customers to buy goods of the traders.
· Banking services that help in offering credit facilities and accepting deposits of traders’ funds hence keeping it under safe custody.
· Warehousing services that help in keeping/storing goods pending demand and raw materials awaiting processing.
· Market research services that enables the traders to get the customers’ opinions about various commodities before stocking/ production.
   b). A diagram showing the branches of productions









18. a).Negotiable instruments are documents whose title can easily transferred from one person to another by endorsing .
 b). Examples of negotiable instruments include;
· Bills of exchange. this is an unconditional order in writing by a creditor to a debtor requiring a debtor to pay a specific sum of money either on demand or at future date to named person or his order.
· Promissory note. This is the a document where a debtor promises a creditor or his order to pay a specified sum of money at particular time 
· Cheques. a cheque is the written order by the current account holder to the bank to pay a specified sum of money to a named person or his order.
· Bank notes. This is the country’s currency which is legally accepted in the settlement of debts and other financial obligations.
· Treasury bills. These are short term government documents issued regularly to borrow money from the public with maturity of one period or less.
c). the benefits of using bill of exchange include;
· It acknowledges debts by the debtor to a creditor
· It can be discounted with the bank
· An accommodation bill can help a trader out of the temporally  financial difficulties
· It is the negotiable instrument i.e. it can easily be transferred from one person to another in settlement of a debt.
· It allows enough time to the buyer to dispose off the stock bought before maturity date.
19. a). Explaining the following commercial terms;
· Privatization. This is concerned with the selling of formally government owned enterprises to private sector (private individuals)
· Denationalization. This refers to the return of the nationalized enterprises to the private sector.
  b). The role of interstate enterprises in the development the country include;
· Develop infrastructure in host countries such as roads, railways, etc.
· Introduce new skills, new technical knowledge to host countries/modern methods of production.
· Provide market for local products/encourage supply for products.
· Bring in foreign exchange which enables international trade to prosper/international exchange.
· Essential services come up for instance banking, telephone, and electricity thus leading to urbanization.
· They normally attract more investors or lenders than local enterprises which establish production units.
· Normally sell cheap and high quality products or services.
· Normally employ skilled labour thus high quality service delivery.
· Since they operate on large scale, economies of scale are reaped.
20. a). Differences between transport and communication;
· Transport is the physical transfer of goods or people from one place to another. While Communication is the transfer of messages or ideas from one point to another.
· In transport, the starting point and end point is called terminals while in communication there is a source and destination of information
· Transport creates utility in a good or services (time utility and place utility) while communication creates awareness/informs about the existence of goods or service.
· Transport uses means of road, railway, water, air where as communication uses means like oral, written and visual.
b). Advantages of pipeline transport
· It is reliable i.e. normally the products sent reach their destination.
· It is cheap i.e. cheap way of transporting liquids and gases once it has been installed hence economically and socially desirable.
· Large quantities/volumes are transported easily by this method over long distances.
· It is not affected by bad weather conditions.
· The speed of pipeline transport is high because normally no obstacles to stop the movement of goods.
· Suitable for transportation of flammable substances.
 
ii.The disadvantages of pipeline transport include.
· High initial costs during the installation of pipes
· Leakages in the pipelines may result in heavy losses, if not detected immediately.
· Pipes can only used to transport liquids and gases
· It is not flexible, once pipes are laid, it becomes difficult to serve areas without pipes
· It can cause environmental destruction, if leakage of oil is not detected early enough.
c). reasons why sea transport is used commonly used in foreign trade
· promotes specialization and exchange
· widens the market for goods and services by facilitating the sale of goods and services 
· the way is free, there is no payment for using water body thus promoting foreign trade
· sea transport enables transportation of bulky goods
· suitable for carrying fragile and flammable goods such as glasses and fuel in foreign trade
· there are less accidents or risks as compared to other forms of transport thus encouraging trade
· it is the cheap form of transport over long distances thus boosts trade across boarders 
· Sea transport has a large carrying capacity; very large ships may be built to increase tonnage which reduces carriage costs.
END
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