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9. A                                             19.	 A
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              (ANY 20 X 1 = 20 MARKS)
SECTION B (80 MARKS)
20. The refund of customs duty to a manufacturer who imports raw materials to produce goods for exports is called.
21. a) Specialization is a situation where an individual, region or country concentrates on production of a given good/ service that she can do best and leave the rest to be produced by others.
                                                                                                                                        (2 marks)
While 
Division of labour is the placing of labour in sectors according to it ability 
b) Five factors of production and the reward for each 
· Capital refers to already produced goods used in the production of other goods. The reward for capital Isinterest.
· Land. This involves all natural resources on above and under the earth surface such as soils, minerals and water bodies. The reward for land is rent.
· Labour. is the  human effort both physical and mental that is aimed at production of goods and services, the reward for labour is wage.
· Entrepreneurship. Refers to the person of group of people who star the production project. The reward for entrepreneur is profits.
· Organization. Refers to all people that coordinate and bring together all the factors of production but do not engage in the actual production of goods for example managers and supervisors. The reward is salary.
                                                                      Any 5 x 2 = 10 marks
                                                                      Factor 1 mark
                                                                       Reward 1 mark
c) Advantages / merits of specialization in production
· Saves time. Because of doing same work time and again one increases speed hence saving time.
· Development of skills and efficiency. Specialization enables a person to gain more skills and experience.
· Increased production. Output is increased due to skills gained which leads to reduction in process.
· Saves energy. Since work is shared, a person does not easily get tired because she /he doesn’t move from one task to another.
· Use of machines. Specialization enables use of machines which leads to production of standard goods.
· Specialization promotes trade. Through people producing what they can do better and then exchange.
· Specialization results into proper use of tools and other resources thus reducing wastage.
· Little or no super vision is required because specialists who know what to do are employed.
· It allows exploitation of talents fully as one continues to do the same work all the time.
· It leads to production of better quality goods because skilled people are employed.
· Creation of employment 

                                                                                         (ANY 6 X 1 = 6 MARKS)
22. a) Features of home trade documents (must)
· They must be dated
· They contain the address of both parties involved i.e the seller and buyer.
· The name of the document must be indicated
· The serial number must be shown.
· Must be prepared in duplicate or more.
· They contain the details of goods where applicable and prices.
· They must be signed by the person issuing or sending them.
                                                                                  (Any 6 x 1 = 6 marks)
b) Clauses of an invoice 
· Description of the goods
· Price of the goods supplied
· Quantity of goods supplied
· The total cost of goods sold.
· Terms of payment
· Amount of trade discount offered.
· Name and address of the seller
· Name and address of the buyer
· Net amount payable by buyer
· Errors and omissions expected.  (E AND OE)

                                   (ANY 6 X1 = 6 MARKS)
C) Importance of using documents in home trade.
· They provide necessary information for accounting purposes for example receipt.
· The document enable the seller demand for payments for the goods supplied.
· The documents provide detailed information about goods for instance in catalogue.
· They facilitate effective communication between the buyer and the seller.
· The receipts serves as evidence for payment of money.
· They are also good sources for reference. This enables the seller to know the amount of goods sold and amount of money received in a given time.
· The documents enable the parties involved to forward complaints about the gods involved.
· They indicate the true ownership of the goods.
· Documents like quotations, price lists and catalogues help the buyer to make the right choice of goods decision whether to buy or not.
· They help buyers to reconcile with their records and prepare the necessary adjustments to the suppliers’e.g statement of account.
                                                                                     Any 4 x 2 = 8 marks 

23. a) i) Quasi partner and real partner.
Quasi partner is a partner who doesn’t contribute capital or participate in the affairs of the business but allows his name to be used as a partner    (2 marks)
 Yet
Real partner is a partner who contributes capital and participates in the affairs of that business and liable toi the debts of the business as long as he /she is not limited.             (2 marks)
II) Active partner and dormant partner
Active partner is a partner who in addition to providing capital and sharing profits and losses, plays an active role in the daily running of business affairs.   (2 marks)
Dormant partner is a partner who contributes capital, share profits and losses and equally responsible for the debts of the firm but doesn’t not take part in the daily running of business affairs.             (2 marks)
iii) Limited partner and General partner.
      Limited partner is a partner whose liability towards the debts incurred by the business is limited to a stated sum usually to the capital contributed.              (2 marks)
Yet
General partner is a partner who has unlimited liability and may be called upon to meet the firm’s debts using personal resources in case the business fails to settle them.  (2 marks)
23.b ) Rights and duties of a business partner.
· The firm must compensate a partner for the liabilities incurred by him when conducting the business.
· Every partner who accesses the firm’s funds and other property must disclose faithfulness.
· No partner should sell his her shares to any other outsider without consent of other partners.
· If a partner has private business that competes directly with the partnership, all profits by him should be surrendered to the firm.
· No new partner may be admitted without the consent of all partners.
· No partner may be expelled without dissolving the partnership.
· Any act or agreement made by an individual partner on behalf of the partner, binds to all partners.
· All partners are personally liable for the debt incurred by firms.
· A partner who carries out duties of the partnership carelessly is bound to meet the penalty.
· All partners have a right to act on behalf of the business as long as one acts within the provisions of the partnership.
                                                                (ANY 8 X 1 = 8 MARKS)
24. a) Consumer protection is a policy undertaken by law to protect consumers from exploitation by businessmen  .    (2 marks)
   b) Need or reasons for consumer protection.
· Overcharging. To protect consumers against unfair and high prices especially during scarcity of goods and services where products fix too high prices.
· Un hygienic products. To safe guard consumers against consumption of dangerous /expired goods that are supplied by scrupulous businessmen.
· Wrong weights and measures. To protect consumers from being cheated by the business community using standardized weights and measures.
· Low quality products. To safe guard consumers from consuming poor quality goods that may have low value.
· Misleading advertisements. To protect consumers against persuasive and misleading advertisements that may induce those to buy gods which may be inferior.
· To protect them from consuming any type of import dumped from other countries.
· Monopoly. To protect consumers against effects of unnecessary monopoly powers in form of high prices restricted production.
· Selling of expired products. Consumers deserve protection from traders who sell food stuffs and drugs especially in villages where most consumers are ignorant and illiterate. 
· Adulteration of products. Consumers need protection from buying goods which are either diluted or made impure by addition of ingredients of low quality.
· Consumer ignorance. To help consumer get guided and protected against ignorance about market situation e.g. prices and quality of goods.
· Wrong packaging. There is need to protect consumers from producers who use dangerous and poor quality of packaging materials.
· Public welfare safety. Consumer protection is one way of promoting public welfare and safety as well spelt in the foods and drug acts. 
                                                                                (ANY 6 X 2 = 12 MARKS)
                                                                                                       Mentioning (1 mark)
                                                                                                       Explanation (1 mark)
24. b) challenges encountered in consumer protection
· Consumer ignorance. Consumers in most cases are un aware of the correct and fair value of the goods they buy. They makes it easyfor the traders to cheat them by offering high prices.
· Brand loyalty. Consumers tend to be accustomed to use certainbrand of goods and therefore cannot change even if they are being cheated or exploited.
· Corruption. Some government officials who deal directly with consumer protection are dishonest people who are not really interested in the welfare of consumers and so may not perform their duties in the interest of consumers.
· Lack of good will among the public. Some people among the public are not willing to accept the government involved in their business activities.
· Limited funds. There is a general lack of sufficient funds for effective implementation of various consumer protection measures.
                               (ANY 3 X 2 = 6 MARK)
Mentioning (1mark);  Explanation (mark)
25.a) i) Bank overdraft. This is the amount of money lent by a bank to its prominent current account holder exceeding the amount on his account. (2mks)
Ii) Bank draft. This is a special cheque drawn by the bankits self. Here the bank writes a cheque and also pays the named person The bank is a drawer as well as the drawee. (2mk)
iii) Standing order. This is an instruction to the bank by its customer to make regular payments of a specified sum of money to the named person or organization for a defined period. 2mks)
iv) Credit transfer. This is a facility or service provided by commercial banks that allows a customer to make easy transfer of money from his or her account to account of others using one cheque. (2mks).
25b) Methods used by the central bank to control the amount of money in circulation.
· The bank rate (discount rates) policy.
· Open market operation (O.M.O).
· Selective credit control (credit squeeze).
· Legal reserve requirement /Reserve requirement ratio.
· Cash ratio (cash reserve).
· Special deposits /supplementary reserve requirement.
· Moral suasion.
· Margin requirements.
· Currency reforms.
                                     (ANY 6x2 = 12 mks)
                                      (Explanation (1 mk)
                                        Mentioning (1mk)
26. (a)  sales promotion and advertising
Sales promotion refers to all activities carried with the aim of increasing the sale of good/services.                                        (2 marks)
Advertising is an aid to trade which aims at making the public aware of the existence of goods and services.
b) Factors that should be considered when choosing advertising medium.
· The cost of the medium. An appropriate medium of advertising should be relatively cheap in relation to the product. Television for example is expensive compared to radio.
· The age group to which the medium appeals. For example the youth normally need magazines and newspapers can appeal better to the old people.
· The economic group to which the medium appeals. E.g. technical goods for high class people, televion and newspaper can be used and posters for ordinary goods meant for poor people.
· The number of people reached by the medium. For example radios reach more people than TV adverts.
· Speed and urgency of the message. Radio, televion, newspapers are good for urgent advertisement as compared to weekly or monthly newspapers.
· Ability of the medium to arouse interest. The media chosen should be able to attract and motivate and interest among customers. Television arouses interest more than newspapers.
· The nature of the product being advertised. For example technical goods like computers, machinery are better to be advertised through newspapers, where illustrations can be made compared to radio.
· The geographical coverage of the medium
· The social class to which the medium appeals.

                                                                ANY 5 X 2 = 10 MARKS
                                                                 Mentioning   (1 mark)
                                                                                           Explanation   (1 mark)
26. c) disadvantages of advertising to consumers.
· Misleading. Most persuasive advertisements are misleading and deceitful leading consumers into purchasing a commodity that is undesirable.
· Advertising is expensive. It increases the cost of the goods and the cost is passed on the consumer in form of high prices.
· Advertising gives lies. Some products advertised are inferior causing a consumer to buy sub-standard goods.
· Advertising does not give a negative side of the product to the consumers.
· May lead to monopoly. Intensive advertising may lead to emergence of monopolists which result into exploitation of the consumers.
· Some adverts may encourage consumers to buy what they do not need or what they did not pay for.
· It may be confusing to the consumers, consumers may also fail to know which commodity to purchase.
· Persuasive advertising may make choice making difficult on the side of the consumer.
                                                               (ANY 3 X 2 = 6 MARKS)
                                                                 STATING (1 MARK)
                                                                   EXPLANATION    (1 MARK)




27. a) i) surrender value. This is the amount of money paid back to the insured in case he decides to cancel the insurance contract before the specified period od time.                             (2 marks)

ii)  Risk. Refers to that uncertainty against which an insurance policy is taken out.                          (2 marks)

iii)  Insurance policy. This is a written document or agreement containing the term and conditions of the contract of insurance.  (2 marks)

iv) Cover note. It is a document issued by the insurance company to the prospective insured to acknowledge the receipt of the first premium
                                                                                                           (2 marks)
v) Proposal form. This is an application form provided by the insurer on which the insured is required to provide relevant information about what to be insured.        (2 marks)

b) Principles of insurance.
· Principle of indemnity. To indemnify means to compensate this principle therefore states that the insured is compensated for the actual loss suffered but not to enable him make profits from the loss.  (2 marks)
· Principle of proximate cause. This states that there must be a close connection between the cause of the loss and the actual risk insured against to enable the insured get compensation.  (2 marks)
· Principle of subrogation. This principle states that with the exception of life insurance, in the event of total loss and after the insurer has fully settled the insured’ claim, the insurer acquires the rights of insured had in the property destroyed.  (2 marks)
· Principle of utmost good faith. This requires a person applying for the insurance policy to disclose all relevant and material facts about the property being insured to enable the insurer calculate premium correctly. 
                                                                                            (2 marks)
· Principle of insurable interest. This states that a person can only insure that property in which he / she has financial interest that destruction of such property can result into a financial loss to the owner. 
                                                                                        (2 marks)

                                                                  (ANY 5 X 2 = 10 MARKS)





28.a) i)  Fixed capital. This is the amount of money tied up into the value of fixed assets.
                                                                                                                          (2 marks)
                ii) Floating capital. Circulating capital. This is the amount of money tied up into current assets.                                                                                       (2 marks)
            iii) Borrowed capital/loan capital. This is the amount of money tied up into long term liabilities.                                                                               (2 marks)
              iv) Working capital. This refers to the excess of current assets over current liabilities. 
                                                                                                    (2 marks)

b) Calculate.
i) Working capital 		= current assets – current liabilities
                                		= 220,000 – 180,000
                               		 = 40,000
                   Working capital 	= shs 40,000                     (2 marks)

ii) Capital employed 		= fixed assets + working capital
                                     	 = 500,000 + 40,000
                                       	= 540, 000
Capital employed 		= shs 540,000      (2 marks)

iii) Capital owned  	= total assets – total liabilities
where total assets 	= shs 720,000
total liabilities	 	= shs 380,000
Capital owned 	= 720, 000 – 380,000
                             	= 340,000
Capital owned 	= shs 340,000                           (2 marks)

28. c)i) Sales at cost		 = opening stock net purchase – closing stock
                                       	= 120,000 + 820,000  150,000
=  9400,000 – 150,000 
                                          	= 790,000
                       Sales cost  	=shs 790,000                 (2 marks)

            ii)     Gross profit 	=  net sales – cost of sales
                          		= 982,000 – 790,000
                           		= 192,000
Gross profit 			 =shs  192,000                           (2 marks)


[bookmark: _GoBack]
              iii)     Rate of stock turn = cost of sales
Average stock 
                       Average stock	 = Opening stock + closing stock
                                                                  2
                                                 = 120,000 + 150,000
                                                                      2
             = 270,000
                      2
                                                 = shs  135,000

   Rate of stock turn      =  790,000
                                                                                135,000
                                                                            = 5.85
                                          Rate of stock turn      = 5.9 times.



                                                                                             END
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