KASNEB

CCP PART I SECTION 6
CORPORATE LENDING
FRIDAY: 2T Movembhber 2015, Time Allowed: 3 howrs

Answer ALL questions. Marks allocated 1o cach guestion are shown at the end of the question.

QUESTION OME

(a} Deseribe how the following charges on movable propertics could be created:
(0 Pledge, 5 (2 marks)
iit) Hypothecation. (2 marks}
{iii} Assipnment, {2 marks)}
{iv) Banker's hien (2 marks)
(v} Set-ofl, (2 misrks)

(b} Discuss five reasons for carrving out cash Mow analysis when evaluating a credit request for a commercial lean.

{10 marks)
(Total: 20 marks)

QUESTION TW

{a) {il Examineg five morms that a bank could follow in arder to minimise the risks involved in lending. {10 marks)

{iil As 3 tule, a banker is legally duty-bound 1o observe secreey about the account and the affairs of the customer.
However, ander cerain circumstances, n banker would be justified in disclosing the facts about the

cusicmer’ s account, .
With reference o the above statement, describe five exceptions o this mle. {5 marks)
(i An institution should write off a loan or & portion of a loan from its statement of financial position when the institution
loses contrel of the contractual rights over the loan or when all of part of a loan is deemed uncollectable or there iz no

realistic prospect of recovery,

With reference to the above statement, analyse five situstions where an institution should write off a loan or portion of

a loan. (5 marks)
{Total: 20 marks)

QUESTION THREE
[a) {1} Explam the 1em “project finance”, (3 mirks)
iy Identify three key features of project finance. i3 marks)
{iliy  Outline four benefits of project finance i4 marks})
(b Propase five fagtors that could affect interest rates in your country, {10 marks}

{Total: 10 marks)

QUESTION FOUR
{al Discuss four types of risksassociated with lending to oil and gas corporate customers, (& marks)

(b} You are a senior government official o the National Treasury of your couniry, You are mandsted to negotiate fos
development loans with multinational donors such as the World Bank. In your recent negetiation  with the
Waorld Bank, your country was granted a development policy loan with a catastrophe deferred drawndown opticn
(Car DDO). »
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With reference to the above statement;

[l Explain the term “development policy loan with a catastrophe deferred drawndown option (Cat DDO)"

{2 marks)
(i} Analyse five benefits of Car DD o vour country. i 16k rmarks)
(Total; 20 marks)

QUESTION FIVE
fal Explain the term of payment “1 10 net 307, {2 marks)
(B} Evaluate four types of intangible loan securities: & marks}
i) Propose five factors that could affect the cost of capital for a multine®onal corporation {MNC). { 10 marks)
{Total: 20 marks)
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