KASNEB

CCPPART I SECTION 1

CREMT MANAGEMENT
MONDAY: 22 May 2017, Time Allowed: 3 hours,
Answer ALL guestions, Marks allocated tp ench question are shown at the end of the question,

QUESTION ONE

(a})  Describe the imporance of the five (s of credit management iff consumer credit. { 1 rarks)
(b} Ehumerate five factors that a credit manager could consider when granting credit (5 marks)
(¥ Highlight five benefits of using local purchase order {1.POY a5 a source of finance to an organisation, {5 marks)

{Total: 200 marks)

QUESTHON TWO
(). {i}  Distinguish berween “pre-shipment finance™ and “poss-shipment fimance’ as used in expart credit. {4 marks)

(il Expiain six benefits of pre-shipment finance toan exporer. {6 marks)
(b} Diiscuss five steps followed in debt collection process, {10 marks)
(Total: 20 marks)

QUESTION THREE
ta)  Summarise five advantages of éxport credit insurnnce. (5 marks}
ih)  Explain four benefits of mobile money transfer as o payment misthad in business. (4 marks)

{th  In contested cases, for example debt recovery through legnl process, the issues are determined on the basis of evidence
produced by the pariics.

With reference fothe above slatement, analyse three forms of evidence, 1 murks)
(dt Adentify Tive pointers of a cash strained business. (5 marks)
iTotal; 20 marks)

QUESTION FOUR
[a}  Explain the following verms. as used in lending:

(M Personal loans. {2 marks)
(Y Auto leans, {2 marks)
(iiiy  Pavday boans. i marks)
(b} Oanline seven sequences of actions used in coodit risk assessmer; (T marks)
(el Highlight seven contents of & customer's master file, (T marks)
{Total: 20 marks)
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QUESTION FIVE

Mathew and his two brothers operite a fast moving goods chain of stores under the name Kaka Tatu Enterprises. They have
heen denied an enhancenent of their overdraft at the bank due 1o what the bank termed as overtrading, Mathew has approached
you seeking for professional advice regarding the smproverent of their business operations, Your further analysis of the baoks
of sccount and an interview with the management of the chain stores reveals that they have heavily depended on trade credit
from their suppliers, and shori-term financing from banks ingleding the running overdrafl. You further deduce that out of the
Sh 0 million capital employed, 70% is financed by trade payables, short-term leans and bank overdrafl; a state thot could
easily load to winding up of the entérprise should any of the creditors file:a petition.

Required:
{2}  Explain to the management of Kaka Taw Enterprises the 1¢rm “overtrading”. {2 marks)
(%1 Propose four indicators of overtrading. b (5 miarks]
(¢} Deséribe five remedies that the management of Kaka Tatu Enterprises coubd apply to avoud overtrading.

{10 marks)

(Total: 20-muarks)
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