KASNEB

CCP PART U SECTION 4
LAW GOVERNING CREDIT PRACTICE
THURSDAY: 26 November 2015, Time Allowed: 3 hours,
Answer any FIVE questions. ALL questions earry equal marlks,
QUESTION ONE
{a) Martin Sumo delivered his television set to Jessica Milo for safe custoly, Jessica Milo agreed 1o redeliver the television
st 1 Marin Sume ugon his retuen, bt unforunarely she stored the television in an unsecure room where it wis stofen

befare she conld redeliver i,

Martin Sumo has now returned and learmt about whad transpired with regasd 1o his television, 1e has apprdached you for
legal advice, as he intends to sue Jessicn Mile who had volumeered 1o store the television set for him.

Analyse the legal principies applicable in the above case and advise Martin Sumo, {12 marks)

I8 Immanuel Kioi has approachied Rachenl Softie o be his guarantor m & loan wransaction. He has further reguested
Racheal Sottie to oxecute some miarantee forms.

Explain 1o Rachenl Softie the essential elemrenzs of a valid contract of guasrantee i B marks)
( Total: 20 marks)

DUESTION TWI
ta}  Explain four meanings of the term “chatiel” as used in a chattel transfer. (4 marks)
by Describe four covenants, provisions and powers on the part of a grintor in o chattef iransfer, (& marks)

el Where the registration of & co-aperative society 1s cancelled, the commissionsr may appoint a lrquidntor of that socieny
and afl properies of the socicty rest in the liguidator from the date of the arder of cancellation.

Highlight the powers of the liquidsatar appointed by the commissioner. 1% marks)
{Toral: 20 markss

QUESTION THREE
fal  Outline four types of company securities which micht be traded at & securitics exchange, {# marks)

tby - Explain the peactical impartance of corporate governance willin an organisation, i B miarks)

) Thoemas Obwope intends o purchase a plece of land from Chirs Mbolea,

Advise Thomas Obwoge on the informaion e needs 1o know abiout the land before committing himself eo by i,
LB marks)
i Total: 20 marks)

DUESTION FOUR
(w) A lending instinion shall classify its: loan portfolio based on_ performance vis-a-vis the terms provided in the foan

gonliect,
Dheseribe five categories into'which #l| loans are clissified. (5 marks)
thy  Discuss eight practical benefits of buying corporase bonds. {& marks)

i} Pawnbrokers are persons livenced 1o chmy on o money bending business by accepling valuable articles as secunity for the
repaymaent of o loan,

Expinin seven general restrictions imposed on pewnbrokers by the ., { Tarks)
{ Fetal: 20 marks)
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QUESTION FIVE
(a}  Inthe context of consuner profeciion in credit agreements; explan five disadvantages of using life insurance policics as
SSLUFILY N B moTigaEe. i 1k marks)

(b}  Dwescribe five precauticnary mcasures iaken by o morigagee o ensure that the title of the land intended 10 be used as
SECUriEY is perfect, 10 mvitrks
(Total: 20 marks)

QUESTHMN 51X

fa}  Explain five particulars that the Registrar of Companies shall record in the register in case of & charge that is not pant of
i series of debeniunss, [5 marks]

(b ldentify seven iypes of charges that could be'created by & company. - {7 mearks)

ig)  With specific refersnce to consumer protection in credit agreements, summarise the provisions governing the Following:

i1y Default charges that s lender is entiled 1o impose on o borrower, [3 marks]
(Ey - Supplier credit agresments that the Conswirer Protection Act Mot of 2002 does not apply fo 15 marks)
iTotak 20 marks)

QUESTION SEVEN
a1 Highlight six forms of business activities that a Savings and Credit Co-operative (SACCO) society is prohibated by law
froan ehgaging in. fh marks)

{b)  Harris Ohi is a member of Fanikisha Sacco. He is emploved with Bahadn Company Lad, and enseres that his Saceo
contributions are deducted and remitted on time. Two years ago, Harris Obi saw an advertisement in o Saturday
newspaper for sale of a piece of land in a prime ares af a price of Sh.500.000. Harris Obi did not have any savings and
s0 he quickly applied for a development loan from the BACCE.

Fanikisha Sacco granted Harms Obi the loan and he purchased the land, Chie month faer. Hards Obi wried in vaim fo
obtain his title deed and #t has became apparent ¢ him that be was duped, Hareis Obi therefore only paid his loan for one
year and on the second year staried defaalting,

Fanikisha Sacco has decided w appoint o' debe collector after exhausting the normal SACCO lean coffection proceduri:.

Hequired:
{if  Expinin eight forms of condwuct that the: debt collecior is prohibated by law from engaging in with regard to the
coligction of the deht, i# miarks

() Highlight six circumstances undar which Fanikisha Sacco Sociery shall deem Harmis Obi’s foan as a loan written-
aff. {6 imarks)
{Totnk: 20k marks)
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