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QUESTION ONE    (30 MARKS)

Help the Kids is a large charitable organization working in Kenya.  Majority of its funds are spent on essential drugs and medical supplies.  As part of its drive to get value for money, they have identified a new global supplier of medical supplies.  When the first order was placed, problems started to occur.  The first delivery from the supplier arrived three weeks late.  The reason given for the late delivery was that the supplier forgot to send the original commercial invoice. The second order did not arrive at its destination at all and the supplier informed Help the Kids that the goods had been lost while on transit.  This was of great concern as payment had been made in advance and the goods appear not to have been insured.  In addition, they did not see any reason why they would seek the service of a clearing and forwarding agent.

Required:

(a)	Who is a clearing and forwarding agent?					[3 marks]

(b)	Highlight five advantages of requiring the services of a clearing and forwarding agent when importing goods.							[5 marks]


(c)	Describe the other documents that the supplier should have sent to Help the Kids to facilitate clearance of the goods.					[6 marks]

(d)	Explain four types of marine insurance policies that Help the Kids could have taken.										[8 marks]

(e)	Discuss the method of payment that Help the Kids could have used when paying the global supplier.							[8 marks]


QUESTION TWO     (20 MARKS)

(a)	In July 2005, Kenya Revenue Authority introduced its IT system, called SIMBA.  This online system was meant to allow electronic clearance of imported goods.  Explain some of the challenges SIMBA system has been facing in bringing efficiency and effectiveness in clearance of goods.		[10 marks]

(b)	Explain five functions of Kenya Revenue Authority in clearing and forwarding.
											[10 marks]

QUESTION THREE    (20 MARKS)

In global supply chain management, standardized terms of trade are created to provide better understanding to both parties in a transaction.  These terms are popularly referred to as INCOTERMS.

Required:

(a)	Describe the four roles of INCOTERMS in global supply chain management.
											[8 marks]

(b)	Explain the supplier’s responsibility under EXW and CIF.	[6 marks]

(c)	Briefly outline six constraints to the use of INCOTERMS.	[6 marks]


QUESTION FOUR   (20 MARKS) 

A group of students from JKUAT formed an investment club, through which they have been collecting monthly contributions.  Now they have collected enough capital and would like to import a car from Japan.  They have retained you as their clearing and forwarding agent because you once told them you did a unit on clearing and forwarding.  Explain to them the following:




(a)	Three key institutions that will process the clearance of the car apart from Kenya Revenue Authority.  Explain what each institution will do.   [6 marks]

(b)	A brief chronological clearing process of the car once it arrives at the port of Mombasa.										[6 marks]

(c)	Explain why sea transport is more popular than air transport in importation of goods to Kenya.									[5 marks]


QUESTION FIVE   (20 MARKS) 

Enet Supply Chain Solutions Ltd. has imported 30 tones of fertilizer and 120kg of maize seeds for planting in the next high season.  The cost of the items imported are as per the table below:

	Item
	FOB (Ksh.)
	Freight (Ksh.)
	Insurance (Ksh.)

	Fertilizers
	15,000,000
	1,500,000
	750,000

	Seeds
	  3,000,000
	   300,000
	150,000

	Total
	18,000,000
	1,800,000
	900,000



(a)	Assuming customs value to be equal to CIF value of imports, calculate total tax payable for the imports to be cleared, given VAT at 16%, customs duty at 20% and Excise duty at 35%.							[14 marks]

(b)	Describe three international organizations that regulate the performance of import and export processes.						[6 marks]
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