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Instructions to candidates;
· This paper consists of two sections A and B.
· Answer all questions in A and any four questions from B.
· Questions in section B carry equal marks.
· You may lose marks due to untidy work.


SECTION A (20 MARKS)

1. Which one of the following may cause suspension of a partner?
A. Admits new partner					B. Dishonesty of a partner
C. If the partner commits the firm			D. If partner incurs losses

2. Excise tax is one levied on
A. Goods from other countries			
B. Customer at the time of purchase of a commodity	
C. The value added to the production
D. On goods produced within a country

3. Which of the following is not a characteristic of a public company?
A. The liability of members is limited		
B. Has a minimum of seven members 
C. Has minimum of two members	
D. The shares are freely transferable

4. Which of the following is a feature of a mail order business?
A. Offers self-service facilities			B. Extended credit facilities
C. Provide delivery services			D. Sells goods in bulk

5. The sum insured refers to the
A. Value of property insured			
B. Total number of compensation received 
C. Number of properties insured
D. Total number of risk insured

6. Hire purchase firms are different from other large scale retail businesses because of
A. Selling one type of goods			
B. Selling only to registered
C. Selling through the post			
D. Extending credit facilities to customers 

7. The difference between a broker and a factor is that a
A. Broker owns goods unlike a factor
B. Factor possesses goods unlike a broker
C. Factor gets higher commission unlike a broker
D. Broker sells goods in his own names unlike a factor

8. Which of the following best explains why government privatizes parastatals? To 
A. Reduce exploitation of customers
B. Minimize wastage of public resources
C. Generate profits and sales
D. Provide unprofitable but desired services

9. A principle of insurance where the insured must suffer the financial loss is called
A. Utmost good faith				B. Proximate clause
C. Insurable interest				D. Subrogation

10. A price quotation which excludes all expenses up to the buyer’s premises is called
A. Franco						B. Landed
C. Duty paid					D. Loco

11. Goods produced are usually put in two categories namely
A. Goods and services				B. Assets and liabilities
C. Consumer and capital goods		D. Real goods and nominal goods

12. A debit note is usually used to correct
A. An undercharge on the invoice		B. A mistake on the invoice
C. The date on the invoice			D. An overcharge on the invoice 

13. Credit balance in the bank statement shows
A. A cash balance					B. A forged account
C. A closed account				D. An overdraft

14.  Average stock at selling price gives
A. Average stock at cost			B. The rate of stock turn
C. Average stock					D. Average stock at selling price



15. Who is owed money by a public company?
A. Share holders					B. Debenture holders
C. Members					D. Government

16. A special endorsement requires the drawer to put
A. A signature of drawer on the back of the bill
B. Both date and date signature of payee
C. A signature and name of the payee
D. Both the bank and the signature

17. Shs 15,200 was paid for a consignment of goods after deducting 20% trade discount and 5% cash discount. Calculate the original price
A. shs 28,000					B. shs 20,000
C. shs 19,000					D. shs 20,267

18. A trader who wishes to ensure safety of his money while abroad will prefer using one of the following
A. Money order					B. Telegraphic money transfer
C. Postal order					D. Traveler’s cheque

19. What is the most important feature of an ordinary partnership?
A. Unlimited liability				B. Limited membership
C. Limited liability				D. Limited control

20. The following medium of advertising is suitable for youth loan scheme at the LC1 office
A. Press advertising				B. Television
C. Direct mail					D. Poster 


SECTION B (80 MARKS)
Answer any FOUR questions from this section.

21. a) Explain five types of wholesalers in your country.		(10 marks)
b) What advantages do manufactures get by selling their products through wholesalers?									(10 marks)

22. a) State the importance of a partnership deed in formation of a partnership firm.											(10 marks)
b) Give the contents of Partnership Act. 					(10 marks)

23. a) State any four types of warehouses.				(4 marks)
b) Give departments under a wholesaler’s warehouse.		(6 marks
c) Explain the importance of warehousing in trade.			(10 marks)

24. a) State the common features of savings accounts.		(5 marks)
b) Mention five advantages gained by a current account holder.	(5 marks)
b) Explain any five methods of paying money through the bank.	(10 marks)

25. a) State any four types of small scale retailers.			(4 marks)
b) Give any four differences between supermarkets and multiple shops.
											(8 marks)
c) Explain the problems faced by large scale retailers.		(8 marks)

26. a) Define the term Negotiable instruments.				(2 marks)
b) Describe any four negotiable instruments.				(8 marks)
c) What advantages does a trader get by using a bill of exchange in trade?
											(10 marks)


27. a) Distinguish between a cover note and a policy.			(4 marks)
b) State any two similarities between insurance and gambling.	(4 marks)
c) Explain the principles f insurance.					(12 marks) 

28. a) State the formula you would use to compute each of the following;
i) Cost of Sales									(1mark)
ii) Capital owned									(1mark)
iii) Working Capital Ratio							(1mark)
iv) Net Profit Ratio								(1mark)
v) Net loss										(1mark)

b) The following information was extracted from the books of a trader in Kira Trading Centre;

	Opening stock
	Shs 
	 912,000

	Closing stock
	Shs 
	 1,068,000

	Purchases 
	Shs 
	7,000,000

	Sales 
	Shs 
	 9,900,000

	Expenses 
	Shs 
	 991,500

	Returns inwards
	Shs 
	 320,000

	Returns outwards
	Shs 
	 236,000



Calculate;
i) Cost of goods available for sale					(3 marks)
ii) Cost of Sales								(3 marks)
iii) Rate of stock-turn							(3 marks)
iv) Gross profit								(3 marks)
v) Net profit									(3 marks)


**END**


 

