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 CHAPTER 1 INTRODUCTION
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 1.1 INTRODUCTION E*#n#mi* de+e!#pment %hi*h re$uires abundant *apita! in+estment in di""erent se*t#rs #" the e*#n#my depends up #n the d#mesti* sa+in&s. The  ban:in& and n#n0ban:in& instituti#ns p!ay a +ita! +ita! r#!e in m#bi!iin& m#bi!iin& and *ana!iin& the sa+in&s "r#m the surp!us se*t#rs in the e*#n#my t# the de"i*it areas. The /era!a State Finan*ia! Enterprises imited, p#pu!ar!y :n#%n as /SFE, is a 'is*e!!ane#us )#n0(an:in& Finan*ia! C#mpany. /SFE is "u!!y #%ned by the #+ernment #" /era!a and is #ne #" the m#st pr#"it0ma:in& pub!i* se*t#r underta:in&s #" the state. It %as *reated by the #+ernment #" /era!a %ith the #b;e*ti+e #" pr#+idin& an a!ternati+e t# the pri+ate *hit pr#m#ters in #rder t#  brin& in s#*ia! *#ntr#! #+er the *hit "und business, s# as t# sa+e the pub!i* "r#m the *!ut*hes #" unse*ured pri+ate *hit "und #perat#rs. /SFE has been re&isterin& impressi+e pr#"its e+ery year, %ith#ut "ai! sin*e its in*epti#n. An imp#rtant  p#int is that a!! the the "unds m#bi!ised by /SFE thr#u&h its +ari#us dep#sit s*hemes and *hitty are ad+an*ed %h#!!y t# the pub!i* in /era!a itse!"= %hereas #ther "inan*ia! instituti#ns and ban:s *hanne! their dep#sits *#!!e*ted in /era!a "#r ad+an*es #utside the state. In t#days &!#ba! e*#n#my, *redit ris: mana&ement is emer∈& e mer∈& as an essentia! *#mp#nent #" business and industry su**ess. In the past this *#mp!e> "a*t#r has #"ten been #+er!##:ed and misunderst##d and many "irms ha+e paid the pri*e "#r n#t ha+in& *redit ris: mana&ement as a pri#rity item in their business p#!i*y. Credit ris: mana&ement is a p#%er"u! intermediate !e+e! trainin& t##! t# understand *redit ris: and tea*h %hat the *#mpany *an d# t# brin& *redit ris: under *#ntr#!.
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 Ris: is the e!ement #" un*ertainty #r p#ssibi!ity #" !#ss that pre+ai! in any  business transa*ti#n in any p!a*e, in any m#de and at any time. Credit ris: may may  be de"ined as 8the ris: #" de"au!t #n the part #" the b#rr#%er9. The !ender a!%ays "a*es the ris: #" the *#unter party n#t repayin& the !#an #r n#t ma:in& the due payment in time. This un*ertainty #" repayment by the b#rr#%er is a!s# :n#%n as de"au!t ris:. Credit ris: mana&ement is ris: assessment that *#mes in an in+estment. Ris: #"ten *#mes in in+estin& and in the a!!#*ati#n #" *apita!. The ris: must be assessed s# as t# deri+e a s#und in+estment de*isi#n. And de*isi#n sh#u!d be made by ba!an*in& the ris: and returns. i+in& !#an is a ris:y a""air "#r ban: s#metimes and *ertain ris:s may a!s# *#me %hen ban:s #""er se*urities and #ther "#rms #" in+estment. F#r assessin& the ris:, the *#mpany sh#u!d p!an *ertain estimates, *#ndu*t m#nit#rin&, and per"#rman*e ana!ysis #" the *#mpany. Sti!! pr#&ress has t# be made "#r ana!ysin& the *redits and determinin& the pr#babi!ity #" de"au!ts and ris: #" !#sses. S# *redit ris: mana&ement be*#mes +ery imp#rtant "##t "#r the sur+i+a! #" "inan*ia! instituti#ns. Ris:s *an *#me "r#m un*ertainty in "inan*ia! mar:ets, pr#;e*t "ai!ures, !e&a! !iabi!ities, *redit ris:, a**idents, natura! *auses et*. Thr#u&h this internship at /SFE I tried t# t# *#ndu*t a deep study #n the Ris: mana&ement pra*ti*es. The internship is *#n"ined t# 7 days based #n the primary data #btained "r#m the head #" +ari#us departments, the midd!e !e+e! mana&ers and #ther sta"". The study *#+ers in brie" ab#ut the present p#siti#n #" the *#mpany.



1.2 SIGNIFICANCE OF THE STUDY /era!a is *#nsidered t# be the p!a*e #" #ri∈ #" *ertain uni$ue "inan*ia! intermediaries !i:e *hit business in India. Chit "und is perhaps the #!dest indi&en#us "inan*ia! Instituti#ns. 8



 F#!!#%in& are the si∋"i*an*e #" this study. 5. 'easurement, *#ntr#! and m#nit#rin& #" *redit ris: %i!! he!p this instituti#n t# attain the #b;e*ti+e. 3. It he!ps t# :n#% h#% ris: has *han&ed and a!s# "#r d#*umentin& #+era!! ris: mana&ement. 6. Credit Ris: 'ana&ement is used t# pr#te*t a&ainst !#ss #r dan&er arisin& "r#m a ris:y a*ti+ity. a*ti+ity. . This study he!ps t# assess spe*i"i* pr#&rams and t# systemati*a!!y redu*e ris:  t# an a**eptab!e !e+e!. The #ut*#me #" the study tit!ed 8Credit Ris: 'ana&ement #" /SFE td9 %i!! be hi&h!y he!p"u! t# the +ari#us parties th#se %h# are pr#p#sin& t# ma:e an in+estment de*isi#n in /era!a State Finan*ia! Enterprises td. The in+est#r *an ma:e immediate ;ud&ment %ith respe*t t# their area. It ensures the better "inan*ia! p!annin&. Ab#+e a!!, the #r&aniati#n itse!" *an pr#+es its stren&th, %ea:ness, #pp#rtunities and threats thr#u&h an e""e*ti+e *#ntr#! #" *redit ris:. It &i+es the mana&ement a br#ad idea ab#ut its past per"#rman*e. per"#r man*e. And And this in turn %i!! he!p them t# ta:e *#rre*ti+e measure, i" they are n#t satis"ied %ith their  per"#rman*e in the past.



1.3 SCOPE OF THE STUDY The s*#pe #" the study is !imited t# the e+a!uati#n #" *redit ris: and a &enera! study #n the s*hemes pr#+ided by /SFE td t# the &enera! pub!i*. The  peri#d #" *#+era&e bein& restri*ted t# "i+e years *#mmen*in& "r#m 344@042 t# 3455053.The main #b;e*ti+e #" the study is t# ana!ye *redit ris: and *#ntr#! the *redit de"au!t #" /era!a State Finan*ia! Enterprises td "#r "i+e years. -a -ari#us te*hni$ues #" *redit ris: ana!yses ha+e been used "#r e+a!uatin& and interpretin& the *redit t# the *#mpany. 9



 1.4STATEMENT 1.4STATEMENT OF THE PROBLEM /SFE is a pub!i* se*t#r underta:in& "u!!y #%ned by the &#+ernment #" /era!a ha+in& a net%#r: #" bran*hes thr#u&h#ut the state. It had been ine>isten*e sin*e the !ast 6@ years and had *e!ebrated the si!+er ;ubi!ee #" their per"#rman*e durin& the year 5BB. The *#mpany %as "#rmed %ith the intenti#n #" *#ntr#!!in& the &r#%th #" pri+ate!y #%ned "inan*ia! instituti#ns, %hi*h ha+e been en&a&ed in the e>p!#itati#n #" inn#*ent subs*ribers in the name #" *hit "unds. They ha+e a!s# been *har∈& hi&her rates #" interest #n the am#unt #" *redit ad+an*ed by them t# the needy pub!i* and appr#priated substantia! am#unt #" pr#"it. It is, there"#re, imp#rtant t# :n#% %hether the *#mpany has su**eeded in #""erin& e""e*ti+e *#mpetiti#n t# the #ther pri+ate!y #%ned *hit and hire pur*hase *#mpanies and attra*tin& the needy %ith its e""i*ient and sin*ere ser+i*es. An in+est#r %h# is pr#p#sin& pr #p#sin& t# in+est his "unds %ith the *#mpany, he has t# ana!ye the pr#spe*ts #" that *#mpany in #rder t# identi"y its stren&th and %ea:ness. An in+est#r #r an ana!yst the resear*her has t# ana!ye the "inan*ia! stren&th #" the *#mpany thr#u&h a detai!ed and *#mprehensi+e "inan*ia! ana!ysis and *redit *#ntr#!.



1.5 OBJECTIVES OF THE STUDY 5. T# study ab#ut the #r&aniati#n /SFE !td. 3. T# :n#% m#re ab#ut *redit ris: mana&ement. 6. T# :n#% ab#ut the t##!s used "#r e+a!uatin& *redit. . T# :n#% %hether *redit ris: mana&ement is e""e*ti+e in /SFE.
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 1. METHODOLOGY USED A**#rdin& t# C!i""#rd ##dy, ##dy, Resear*h *#mprises #" de"inin& and rede"inin& pr#b!ems, "#rmu!atin& hyp#thesis, *#!!e*tin&, #r&aniin& and e+a!uatin& data, ma:in& dedu*ti#ns and resear*h *#n*!usi#ns and at !ast *are"u!!y testin& *#n*!usi#ns t# determine %hether they "it the "#rmu!ati#n #" hyp#thesis. Resear*h meth#d#!#&y is a s*ien*e that *an be used t# s#!+e the resear*h pr#b!ems and he!ps the in+esti&at#r t# d# the resear*h e""e*ti+e!y. It  pr#+ides +ari#us steps that *an be ad#pted by the resear*her in studyin& his resear*h pr#b!ems. It e>p!ains %hy %e are usin& a parti*u!ar meth#d and %hy %e are n#t usin& an#ther s# that resear*h resu!ts are *apab!e #" bein& e+a!uated either by the resear*her #r by #thers. Resear*h meth#d#!#&y is a %ay t# systemati*a!!y s#!+e the resear*h pr#b!em. It may be underst##d as a s*ien*e #" studyin& h#% resear*h is d#ne s*ienti"i*a!!y. In it %e study the +ari#us steps that are &enera!!y ad#pted by a resear*her in studyin& his resear*h pr#b!em a!#n& %ith the !#&i* behind them. Itis ne*essary "#r the resear*her t# :n#% n#t #n!y the resear*h meth#ds but a!s# the resear*h meth#d#!#&y, The study tit!ed CREDIT RIS/ 'A)AE'E)T OF /SFE TD TD isana!yti*a! and des*ripti+e in nature. The "inan*ia! per"#rman*e #" the *#mpanyis ana!ysed, interpreted and su&&esti#ns are &i+en.



1.! METHOD OF DATA DATA COLLECTION COLLECTI ON Resear*h is based up#n +ari#us types #" in"#rmati#n. The m#re +a!id is the s#ur*e #" in"#rmati#n, the re!iab!e are *#n*!usi#ns .There"#re resear*h  presupp#ses :n#%!ed&e #" :inds and s#ur*es #" in"#rmati#n. Di""erent types types #" resear*hes re$uire di""erent types #" in"#rmati#n. F#r *#!!e*tin& the in"#rmati#n,
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 the resear*her sh#u!d :eep in mind t%# types #" data *#!!e*ti#n su*h as primary and se*#ndary. (#th primary data and se*#ndary data are used "#r the study. Primary data has  been *#!!e*ted thr#u&h su&&esti#n, #pini#ns and dis*ussi#ns %ith %ith the #""i*ia!s #"  the #r&aniati#ns. The study %as *arried #ut in the a**#unts departments #" the #r&aniati#ns. The data "#r the purp#se #" the study is main!y based #n the Se*#ndary s#ur*es #" data i.e., audited "inan*ia! statements #" the *#mpany. The /SFE td, Head #""i*e at Thrissur has been ta:en as the *entre #" data *#!!e*ti#n. The study is !ar&e!y based #n the data pr#+ided in the pub!ished "inan*ia! statements #" the *#mpany. The study is a :ind #" e>tensi+e ana!ysis and re+ie% #" the basi* "inan*ia! d#*uments #" the *#mpany. This study ma:es e>tensi+e use #" se*#ndary data *#!!e*ted in the "#rm #" audited rep#rts and #ther "inan*ia! detai!s. This bein& an ana!yti*a! study based #n pub!ished data and s# data *#!!e*ted %ere ana!ysed thr#u&h +ari#us rati#s. Further the in"#rmati#n *#mpi!ed %as updated by detai!ed dis*ussi#ns %ith the t#p "inan*ia! #""i*ia!s #" the *#mpany, t# t# &et appraised #" the +ari#us meth#d#!#&ies and pra*ti*es underta:en in #rder t# *#ntr#! the G#% #" *ash #" the *#mpany. In this study se*#ndary data %ere #btained "r#m +ari#us s#ur*es !i:e #r&aniati#n re*#rds, %ebsites, ma&aines, b##:s, et*. A!! the re$uired detai!s ab#ut the #ri∈ #" /SFE &r#%th and #r&aniati#na! setup %ere*#!!e*ted "r#m the se*#ndary s#ur*es. The ana!yti*a! t##!s are used "#r the ana!ysis #" the *#!!e*ted data. F#rthe data ana!ysis and interpretati#n tab!es,*harts, per*enta&e ana!ysis and rati# ana!ysis are used.
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 1." PERIOD OF THE STUDY The study *#+ers the "inan*ia! statement ana!ysis #" the *#mpany "#r "i+e years 344@042 t# 3455053.



1.# ORGANI$ATION OF THE REPORT
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 CHAPTER 2 INDUSTRY PROFILE
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 The "inan*ia! instituti#n *an be br#ad!y *!assi"ied int# t%# *ate&#ries 5 (an:in& instituti#n  3 )#n0ban:in& "inan*ia! instituti#n. Se* 7 5 #" R(I A*t de"ines n#n0ban:in& "inan*ia! instituti#n as any instituti#n *arryin& #n the business #" a "inan*ia! instituti#ns *#nstitutes a heter#&ene#us &r#up #" "inan*ia! intermediaries #ther than *#mmer*ia! and *##perati+e ban:s. They "#rm an imp#rtant se&ment #" "inan*ia! instituti#n. They raise "unds "r#m pub!i* dire*t!y and indire*t!y, and !end these t# their u!timate spenders. As ban:in& instituti#ns %ere "#und insu""i*ient t# meet the e+er in*reasin& demands #" the *#rp#rate se*t#r, n#nban:in& "inan*ia! instituti#ns %ere set up supp!ement the e""#rt #" these ban:in& instituti#ns. )#n  ba:in& "inan*ia! instituti#ns p!ay p!ay in imp#rtant r#!e in *hanne!iin& the s*ar*e "inan*ia! res#ur*es and e*#n#mi* de+e!#pment #" a *#untry. The "inan*ia! system in the *#untry *#mprises +ari#us instituti#ns en&a&ed in the "inan*ia! mar:et #" the *#untrys e*#n#my. These instituti#ns in*!udes the a!! India !e+e! "inan*ia! instituti#ns !i:e IFC, ID(I, ICICI, I CICI, )A(ARD and the in+estment instituti#ns !i:e SFC, SIDC et*. And the hire pur*hase *#mpanies, in+estment and !#an *#mpanies, mutua! bene"its and "inan*e *#mpanies et*. Thus in the "inan*ia! system, )(FCs d# p!ay imp#rtant r#!e and #**upy si∋"i*ant p#siti#ns.  )(FCs ha+e emer&ed as substantia! *#ntribut#rs *#ntribut#rs t# the Indian e*#n#mi* &r#%th  by supp!ementin& the e""#rts #" ban:s and #ther de+e!#pment de+e!#pment "inan*ia! instituti#ns. The )(FCs are a!s# :n#%n as "inan*e *#mpanies, !#an *#mpanies, "inan*e *#rp#rati#ns et*. /SFE is a 'is*e!!ane#us )#n0(an:in& Finan*ia! *#mpany. *# mpany. A )#n0(an:in& Finan*ia! C#mpany )(FC is a *#mpany re&istered under the C#mpanies A*t, 15



 5B71and is en&a&ed in the business #" !#ans and ad+an*es, a*$uisiti#n #" hares st#*:s b#nds debenture issued by #+ernment #r !#*a! auth#rity #r #ther se*urities #" !i:e mar:etab!e nature, !easin&, hire0 pur*hase, insuran*e  business, *hit business but d#es n#t in*!ude any instituti#n instituti#n %h#se  prin*ipa! business is that #" a&ri*u!ture a*ti+ity, a*ti+ity, industria! a*ti+ity, a*ti+ity, sa!e  pur*hase*#nstru*ti#n #" imm#+ab!e pr#perty. pr#perty. A n#n0ban:in& instituti#n %hi*h is a *#mpany and %hi*h has its prin*ipa! business #" re*ei+in& dep#sits under any s*heme #r arran&ement #r any #ther manner, #r !endin& in any manner is a!s# a n#n0ban:in& "inan*ia! *#mpany. )(FC )(FC are d#in& "un*ti#ns as in t# that #" ban:s= h#%e+er there are a "e% di""eren*es. 



 )(FC *ann#t a**ept demand dep#sits. Demand dep#sits are "unds dep# dep#si site ted d at a dep# dep#si sit# t#ry ry inst instit itut uti# i#n n that that are payab payab!e !e #n demand demand 00 immediate!y #r %ithin a +ery sh#rt peri#d. It is n#t a part #" the payment and sett!ement system and as su*h *ann#t







issue *he$ues t# its *ust#mers. Dep# Dep#si sitt insu insura ran* n*ee "a*i "a*i!i !ity ty #" DICC ICC is n#t n#t a+ai a+ai!a !ab! b!ee "#r "#r )(FC )(FC







dep#sit#rs un!i:e in *ase #" ban:s. Chit *#mpanies as de"ined in *!ause b #" Se*ti#n 3 #" the Chit Funds A*t, They are re&u!ated by respe*ti+e state &#+ernments.



hi!e ma:in& dep#sits %ith a )(FC, the "#!!#%in& aspe*ts sh#u!d be b#rne in mind< •



Pub!i* dep#sits are unse*ured.



•



A pr#pe r#perr dep# dep#si sitt re*e re*eiipt %hi*h hi*h sh#u sh#u!d !d,, besi beside dess the the nam name #" the dep#sit#rs state the date #" dep#sit, the am#unt in %#rds and "i&ures, rate #" interest payab!e and the date #" maturity sh#u!d be insisted. The re*eipt sha! sha!!! be du!y du!y si≠ si&ned d by an #""i #""i*e *err auth auth#ri #rie ed d by the the *#mpa *#mpany ny in that that  beha!". 16



 •



The The Rese Reser+ r+ee (an: (an: #" Indi Indiaa d#es d#es n#t n#t a**e a**ept pt any any resp resp#n #nsi sibi bi!i !ity ty #r  &uarantee ab#ut the present p#siti#n as t# the "inan*ia! s#undness #" the *#mpany #r "#r the *#rre*tness #" any #" the statements #r representati#ns made ade #r #pi #pini#n ni#nss e>pr e>pres esse sed d by the the *#m *#mpany pany and and "#r "#r repa repaym ymen entt #" dep#sitsdis*har&e #" the !iabi!ities by the *#mpany.



A r#bust ban:in& and "inan*ia! se*t#r is *riti*a! "#r a*ti+atin& the e*#n#my and "a*i!itatin& hi&her e*#n#mi* &r#%th. Finan*ia! intermediaries !i:e )(FCs ha+e a de"inite and +ery imp#rtant r#!e in the "inan*ia! se*t#r, parti*u!ar!y in a de+e de+e!# !#pi pin& n& e*#n e*#n#m #my y !i:e !i:e #urs #urs.. They They are a +ita +ita!! !in: !in: in the the syste system. m. A"ter  A"ter  the the pr#! pr#!i" i"er erat atii#n phas phasee #" 5B24 5B24ss and and ear! ear!yB yB4s 4s,, the the )(FC (FCs %itn %itnes esse sed d *#ns#!idati#n and n#% the number #" )(FCs e!i&ib!e t# a**ept dep#sits is ar#und 144, d#%n "r#m 4444 in ear!y 5BB4s. The number #" asset "inan*in&  )(FCs %#u!d be e+en !#%er, ar#und 674, the rest are in+estment and !#an *#mpanies. A!m#st B4 #" the asset "inan*in& )(FCs are en&a&ed in "inan*in& tran transp sp#rt #rtat ati# i#n n e$ui e$uipm pment entss and and the the ba!a ba!an* n*ee are in "ina "inan*i n*in& n& e$ui e$uipm pmen ents ts "#r in"rastru*ture pr#;e*ts. The r#!e #" n#n0ban:in& se*t#r in b#th manu"a*turin& and ser+i*es se*t#r is si∋"i*ant and they p!ay the r#!e #" an intermediary by "a*i!itatin "a*i!itatin& & the "!#% #" *redit t# end *#nsumers *#nsumers parti*u!ar!y parti*u!ar!y in transp#rtat transp#rtati#n, i#n, S'Es and #ther un#r&anied se*t#rs. )(FCs due t# their inherent stren&ths in the areas #" "ast and easy a**ess t# mar:et in"#rmati#n in"#rmati#n "#r *redit appraisa!, appraisa!, a %e!! 0 trained *#!!e*ti#n ma*hinery, *!#se m#nit#rin& #" indi+idua! b#rr#%ers ?  pers#na!ied attenti#n t# ea*h *!ient as %e!! as minimum #+erhead *#sts, are in a better p#siti#n t# *ater t# these se&ments.  )#%, un!i:e in the past, )(FCs are +ery %e!! %e!! re&u!ated and super+ised. Just !i:e  ban:s they are re$uired t# be re&istered %ith R(I, "#!!#% strin&ent prudentia! n#rms pres*ribed by R(I in the matters #" *apita! ade$ua*y, *reditin+estment n#rms, asset0!iabi!ity mana&ement, in*#me re*#&niti#n, a**#untin& standards, 17



 asset *!assi"i*at *!assi"i*ati#n, i#n, pr#+isi#nin& pr#+isi#nin& "#r )PA )PA and se+era! dis*!#sure re$uirement re$uirements. s. (esides (esides this, R(I a!s# super+ises super+ises the "un*ti#nin& "un*ti#nin& #" )(FCs by &!#ba!!y &!#ba!!y,, %hi*h has has he!p he!ped ed it &r#% &r#% and be*#me be*#me an esse essent ntia ia!! part part #" the the "inan* "inan*ia ia!! se*t# se*t#rr "#r  a**e a**e!e !erat rated ed e*#n e*#n#m #mi* i* &r#% &r#%th th *#ndu *#ndu*t *tin in& & annu annua! a! #n0s #n0sit itee audi audits ts thr#u thr#u&h &h its its #""i*i #""i*ia!s a!s.. Su*h Su*h ri&#r#u ri&#r#uss re&u!at re&u!at#ry #ry "rame%# "rame%#r: r: ensures ensures that that )(FCs )(FCs "un*ti "un*ti#n #n  pr#per!y and "#!!#% a!! the &uide!ines #" R(I. Thus in a!! respe*t the m#nit#rin& #" )(FCs is simi!ar t# #r in s#me *ase m#re strin&ent than ban:s. The r#!e #"   )(FCs in *reati#n #" pr#du*ti+e nati#na! assets *an hard!y be u ndermined. This is m#re than e+ident "r#m the "a*t that m#st #" the de+e!#ped de+e!#ped e*#n#mies e*#n#mies in the %#r!d ha+e re!ied hea+i!y #n !ease "inan*e r#ute in their de+e!#pmenta! pr#*ess, e.&., !ease penetrati#n "#r asset *reati#n in the US is as hi&h as 64 as a&ainst 60 in India. A *#ndu*i+e *#ndu*i+e and enab!in& enab!in& en+ir#nment en+ir#nment has been *reated *reated "#r the  )(FC industry #" the *#untries. This is n#t the *ase in #ur *#untry. It is, there"#re, #b+i#us that the de+e!#pment pr#*ess #" the Indian e*#n#my sha!! ha+e t# in*!ude )(FCs as #ne #" its ma;#r *#nstituents %ith a +ery si∋"i*ant r#!e r#!e t# p!ay. p!ay. In "a*t,R(I "a*t,R(Is s!at !atest est rep#rt rep#rt tit!ed tit!ed 8Rep#rt 8Rep#rt #n trends trends #n pr#&res pr#&resss #" ban:in& in India 344303446K #bser+esibi!ity !eadin& t# a better resp#nse me*hanism, they are #"ten ab!e t# pr#+ide tai!#r0made ser+i*es re!ati+e!y "aster than ban:s and "inan*ia! instit instituti uti#ns #ns.. This This enab!e enab!ess them them t# bui!d bui!d up a *!ient *!iente!e e!e that that ran&es ran&es "r#m sma!!  b#rr#%ers t# estab!ish *#rp#rate. hi!e )(FCs ha+e #"ten been !eaders in "inan*ia! inn#+ati#ns, %hi*h are *apab!e #" enhan*in& the "un*ti#na! e""i*ien*y #" the "inan*ia! system, instan*es #" unsustainabi!ity, #"ten #n a**#unt #" hi&h rates #" interest #n their dep#sits and peri#di* ban:rupt*ies, unders*#re the need "#r rein"#r*in& their "inan*ia! +iabi!ity.9 +iabi!ity.9 Therea*h and +#!ume #" *hit "unds business, %hi*h has be*#me an inte&ra! part #" the n#n0ban:in& "inan*ia! se*t#r #" /era!a, has been #n the rise in re*ent 18



 years. A measure #" the phen#men#n *an be had "r#m the "a*t that bet%een 5BB@0B2 and 3443046, the number #" *hits re&istered in the "#rma! se*t#r %as m#re than 7,444 %ith a t#ta! *apita! turn#+er #" Rs.614*r#re.A**#rdin& t# a study by a %#r:in& &r#up *#nstituted by the State P!annin& (#ard, ab#ut0t%# thirds #" these *hits %ere re&istered in Thiru+ananthapuram and Erna:u!am distri*ts %ith 6 per *ent and 36 per *ent, respe*ti+e!y Simi!ar!y, it %as "#und that there %ere 7,BB1 m#ney0!endin& instituti#ns in the #r&anied se*t#r in the State as #n 'ar*h 344 %ith the "#ur s#uthern distri*ts #" Thiru+ananthapuram, /#!!am, /#!!am, Pathanamthitta Pathanamthitta and A!appuha A!appuha a**#untin& "#r m#re than ha!" #" them. them. A&ainst this, there %ere #n!y 6,6@1 *#mmer*ia! ban: bran*hes in the State. The  p#pu!ati#n *#+ered per m#ney0!endin& instituti#n is 7,7B4 as *#mpared t# B,65  per *#mmer*ia! ban: bran*h. A *ase study *#ndu*ted by the %#r:in& &r#up in /annur distri*t re+ea!ed that there %ere 56B m#ney0!endin& instituti#ns in the "#rma! "#rma! se*t#r se*t#r,, #" %hi*h %hi*h 7 per *ent *ent %ere %ere re&ist re&istered ered a"ter 3445. 3445. The annua! annua!  business turn#+er #" these instituti#ns %#r:ed #ut t# Rs.56.7@ *#re. O" these instituti#ns, ar#und @4 per*ent had business turn#+er #" !ess than Rs.7 !a:h and #n!y #n!y "i+e "i+e per per *ent *ent had had turn turn#+ #+er er #" m#re #re thanR hanRs. s.74 74 !a:h. a:h. A sur+ sur+ey ey in Thir Thiru+ u+an anan anth thap apur uram am dist distri ri*t *t sh#% sh#%ed ed that that ar#u ar#und nd 57 per per *ent *ent #" them them m#ney!enders a**epted dep#sits at interest rates #" bet%een @ and 53 per *ent, %hi!e a ma;#rity ma;#rity #" them e>tended !#ans at rates bet%een bet%een 54 and 34 per *ent #n se*urity #" &#!d. The ma;#r dep#sit#rs %ere n#n0resident Indians and m#st #" the



b#rr#%ers



%ere



#rdinary



%#r:ers,



&#+ernment



emp!#yees



and businessmen. And the ma;#r de"au!ters %ere "armers. A primary sur+ey am#n& am#n& se!e se!e*t *ted ed unre unre&i &ist stere ered d m#ne m#ney0! y0!en endi din& n& inst instit itut uti# i#ns ns in /#!! /#!!am am and and /#ttayam distri*ts by the Department #" E*#n#mi*s and Statisti*s "#und that 74  per *ent #" them #perated their business in #%n bui!din&s, %hi!e s#me #thers



%ere %ere #perat #peratin& in& strai&ht strai&ht "r#m the *ash ba&. The se*uri se*uritie tiess a&ainst a&ainst %hi*h !#ans 19



 %ere &i+en in*!uded &#!d, *he$ues, pr#miss#ry n#tes and !and d#*uments. d#*uments. The %#r:in& &r#up is #" the +ie% that the m#ney0!endin& instituti#ns ha+e been thri+in& due t# the inabi!ity #" the *#n+enti#na! ban:in& se*t#r t# a**#mm#date m#re m#re pe#p!e pe#p!e due t# hi&h hi&h #perati #peratin& n& *#st. *#st. At the same same time, time, bu!: bu!: !endin !endin& & "#r  mi*r# mi*r# *red *redit it *an *an he!p he!p rede redeem em the the situ situat ati# i#n n t# a !ar& !arⅇ e>te e>tent nt.. /era! /era!aa Stat Statee Finan*ia! Finan*ia! Enterprises Enterprises /SFE /SFE is the #+ernment0#%ned #+ernment0#%ned,, the d#minant *hits *hits  p!ayer in the State. There %ere se+era! pri+ate *hit "und *#mpanies pr#+idin& "inan*ia! ser+i*es. It has a &reat pr#spe*t in nearby "uture and aimin& t# be *#mpetiti+e %ith #ther ban:s in /era!a.
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 CHAPTER 3 DESCRIPTION OF ORGANISATION
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 K%&'(' S)')% F*+'+,*'( E+)%&-&*% L)/ . The /era!a state Finan*ia! Enterprises td p#pu!ar!y :n#%n as /SFE "u!!y #%ned by the #+ernment #" /era!a and is the "irst pub!i* se*t#r *#mpany t# *#ndu*t the *hit business in the %h#!e #" India. It is mis*e!!ane#us )#n 0  ban:in& "inan*ia! *#mpany. *# mpany. It %as in*#rp#rated #n 1th )#+ember, 5B1B %ith its re&istered #""i*e in Thrissur. It has an auth#ried *apita! #" Rs.37 a:hs di+ided in t# 37444 e$uity shares #" Rs. 544 ea*h and a paid up *apita! #" Rs. 3 a:hs as initia! *#ntributi#n "r#m #+t .#" /era!a. At the in*#rp#rati#n sta&e #" /SFE, the t#ta! number #" emp!#yees %as 7 and number #" bran*hes %as 54. T#day %ith #+er 4 years #" "un*ti#nin& /SFE is ha+in& m#re than 674 bran*hes and @ re&i#na! #""i*es in /era!a. There %ere 7544 ab#+e emp!#yees in the *#mpany. '#re than 34 a:hs *ust#mers are *#nne*ted %ith /SFE. ith a +ie% t# #+er*#me the threats #" e""i*ient *ust#mer ser+i*e by I Finan*ia! Instituti#n !i:e ban:s, n#n0 ban:in& "inan*ia! instituti#ns and #ther  !#*a! !#*a! *hitty *hitty instit instituti uti#n #n %ith %ith their their *#mpute *#mputeri ried ed en+ir# en+ir#nme nment, nt, the *#mpan *#mpany y de*ided 5BBB t# &# in "#r *#mp!ete aut#mati#n t# be imp!emented in 6 phases startin& %ith the "r#nt #""i*e aut#mati#n #" its bran*h #""i*es. The *#mpany se!e*ted Ju!y 3444 A**e! !td "#r ana!yin& the business re$uirement, preparin& "easibi!ity study #" the pr#;e*t and "#r de+e!#pin& the app!i*ati#n s#"t%are "#r  the "r#nt #""i*e aut#mati#n #" the bran*h #""i*es.
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 The bran*h aut#mati#n s#"t%are de+e!#ped by A**e! td= insta!!ed at the 3 bran*hes, +i Thrissur 'ain )#+ 3445 and /esa+adasapuram Au& 3443  %as a**epted by the *#mpany #n 5@ th June 344 a"ter testin& and %as r#!!ed #ut #" 53 #ut #" 31B bran*hes as #n 'ay 344@. The bran*h aut#mati#n s#"t%are (As in use the *# has been de+e!#ped in Red Hat inu> Enterprises editi#n 6 %ith -isua! -isua! (asi* as "r#nt end and ORACE B554 & as ba*: end.



The *#rp#rate #""i*e #" /SFE is at Thrissur. It has @ re&i#na! #""i*es 5. Thiru+anathapuram 3. /#!!am 6. Erna:u!am . Thrissur  7. /#hi:#de 1. /#ttayam @. /annur 



ORIGIN OF KSFE /era!a #+t. durin& 5B1@ t##: a p#!i*y de*isi#n *hitties :uris sh#u!d be the the *hitt *hitty y :uri :uriss busi busines nesss bein& bein& %hat %hat it is, is, ther theree e>is e>iste ted d amp! amp!ee s*#p s*#pee "#r  "#r  e>p!#itati#n #" the i&n#ran*e, in di""eren*e and &u!!ibi!ity #" the needy pe#p!e  by uns*rupu!#us pr#m#ters, %h# #r&anied "inan*ia! instituti#n in the name #"  *hitti :uris "und in #rder t# m#bi!ie "!uid res#ur*es in their #%n interest and appr#pr appr#priat iatee "#r themse themse!+e !+ess substan substantia tia!! pr#"it pr#"it a**rued a**rued #" su*h su*h #r&ani #r&aniat ati#n i#ns. s. 23



 #+t. %anted t# intr#du*e a *he*: #n the unbrid!ed &r#%th #" su*h "inan*ia! instituti#n %ith a +ie% t# sa"e&uard the interest #" the &enera! LM pub!i* and at the same time t# *hanne!ie the sa+in&s s# *#ns#!idated "#r pr#du*ti+e purp#se. ith these #b;e*ti+es, #+t. app#inted a spe*ia! #""i*er in the year 5B1@ t#  prepare a *#mprehensi+e s*heme "#r startin& *hitties and :uris under  #+ernment *#ntr#!. The spe*ia! #""i*er presented his rep#rt #n re*#mmendin& str#n str#n&! &!y y the the entry entry #" #+t #+t.. in the the "ie! "ie!d d #" *hit *hitti ties es and :uri :uris. s. Th#u&h h#u&h the the re*# re*#mm mmen enda dati ti#n #n %as %as "#r "#r *#nd *#ndu* u*ti tin& n& the the busi busine ness ss as an ad;u ad;un* n*tt #" the the Re&ist Re&istrat rati#n i#n Depart Departmen ment. t. #+ernm #+ernment ent.. H#%e+er H#%e+er,, t##: t##: a di""er di""erent ent +ie% +ie% and de*ided t# brin& %ithin the pur+ie% #" #+ernment *#ntr#! n#t #n!y *hitties :uris but a!s# s#me #ther "inan*ia! transa*ti#ns "#r %hi*h s#*ia!iati#n %as "e!t ne*essary. Hire pur*hase "inan*in& and insuran*e %ere the ne% areas su&&ested "#r in*!usi#n %ithin the ambit #" the pr#p#sed #r&aniati#n. A**#rdin& #+t. de*ided t# #r&anie a pub!i* se*t#r underta:in& %ith the name NThe /era!a State Fina Finan* n*ia ia!! Ente Enterp rpri rise sess imi imite tedN dN "#r "#r the the purp# purp#se se #" *#nd *#ndu* u*ti tin& n& *hit *hitty ty,, hire hire  pur*hase and Insuran*e business under #+ernment *#ntr#!. This apart, the #+t. #" /era!a had a pr#&ressi+e +isi#n "#r &eneratin& n#n 0 re+enue in*#me th#u&ht su*h pub!i* se*t#r underta:in&s. Thus /SFE td %as in*#rp#rated as a #+t. *#mpany #n 1 th )#+ 5B1B %ith its head #""i*e at Thrissur %ith the #b;e*ti+e #" ser+in& as a dis*ip!ine "a*t#r t# pri+ate *hit "unds. The "irst (#ard #" Dire*t#rs %as *#nstituted *#nstituted as per # RE 2@11B dated 31th  )#+, 5B1B. A stri:in& p#int is that a!! the "unds m#bi!ied by /SFE thr#u&ht its +ari#us dep#sit s*hemes and *hitties are ad+an*ed %h#!!y t# the pub!i* in /era!a /era!a itse!" itse!".. herea hereass #ther #ther "inan* "inan*ia! ia! instit instituti uti#n #n and ban:s ban:s *hanne! *hanne! their their I dep#sits *#!!e*ted in /era!a "#r ad+an*ed #utside the state!y /SFE pays t# the #+t. #" /era!a *r#res #" rupees e+ery year by %ay #"< 24



  uarantee *#mmissi#n 



Ser+i*e *har&es



•



Di+idend



Up t# 654642 am#unt #" Rs. 34 *r#res has been paid #n the ab#+e head #" a**# a**#unt unt.. There There"# "#re, re, "ina "inan* n*ia ia!! !!y y and and ser+i ser+i*e *ess %ise %ise,, /SFE /SFE *#nt *#ntri ribu bute tess immense!y t#%ards the /era!a e*#n#my.



KSFE AT GLANCE 0 TPE


OBJECTIVES OF THE COMPANY The #b;e*ti+es #" the *#mpany are !isted in the 'em#randum #" Ass#*iati#n #"  the *#mpany. The imp#rtant #b;e*ti+es are as "#!!#%s
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 •



T# start, *#ndu*t, pr#m#te, mana&e and *arry #n the business #" *hitties in India #r e!se%here.



•



T# pr#m#t pr#m#te, e, underta underta:e, :e, #r&ani #r&anie, e, *#ndu*t *#ndu*t,, mana&e mana&e and *arry *arry #n the  business #" &enera! and mis*e!!ane#us insuran*e #" any :ind in India #r  e!se%here.



•



T# start, pr#m#te, *#ndu*t, #perate, *arry #n and mana&e the business #"  dea! dea!ers ers,, a&en a&ents ts and and trad trader erss under under hire hire pur*h pur*has asee syst system em #" arti* arti*!e !es, s, +ehi*!es, ma*hinery ,materia!s &##ds and t##!s, #" a!! *apita! &##ds and *#nsumer &##ds and pr#perty #" a!! nature and des*ripti#n "#r pers#na!, d#m d#mesti esti*, *, #""i #""i*e *e,, *#mm *#mmer er*i *ia! a!,, indu indust stri ria! a! and and *#mm *#mmun unit ity y use use and and *#ns *#nsum umpt pti# i#n n as a busi busine ness ss #" the C#mpa #mpan ny #r as a&ents #" the #+ernment, State #r Centra! #r anyb#dy #r #r&aniati#n there under #r  #" any #ther C#mpany.



•



T# start, pr#m#te, *#ndu*t, #perate and *arry#n the business "#r pr#+idin& "inan*ia! assistan*e "#r the *#nstru*ti#ns #" ne% bui!din& and "#r the repai repairs, rs, rene rene%a %a!s !s,, a!te a!terat rati# i#n, n, addi additi ti#n #ns, s, #r m#di m#di"i "i*a *ati ti#n #n #" e>is e>isti tin& n&  bui!din& and "#r se!"0emp!#yment s*hemes.



•



T# ad+an*e m#ney #n the se*urity #" &#!d and #ther +a!uab!e se*urities.



•



(esides these #b;e*ts, there are many #ther #b;e*ts, %hi*h is in*identa! #r  an*i!!ary t# the main #b;e*ts su*h as t# ad+an*e, dep#sit %ith #r !end m#ney, se*urities, pr#perty #r t# re*ei+e !#ans #r &rants #r *#n*essi#n #"  any any natu nature re #r dep#s dep#sit itss "r#m "r#m (an: (an:s, s, #+e #+ernm rnment ent #r #+e #+ernm rnment enta! a! #r&aniati#ns #r #thers.



MISSION OF THE COMPANY The missi#n #" /SFE is the %e!!0bein& #" the pub!i* by its di""erent pr#du*ts !i:e *hitties, !#ans, dep#sits et*. "#r the %e!"are #" the s#*iety. The *hitties are *#me under the /era!a Chitties A*t 5B@7,%hi*h br#u&ht int# "#r*e %ith e""e*t 26



 "r#m 37th au&ust 5B@7. The A*t is t# &i+e ade$ua*y and sa"ety t# the "unds #" the s#*iety and &i+e &##d return t# them. It a!s# ensures !esser rate #" interest "#r  their !#ans and ad+an*es.



VISION OF THE COMPANY The +isi#n #" /era!a State Finan*ia! Enterprises is t# be*#me a si∋"i*ant  p!ayer in the "inan*ia! ser+i*es se*t#r by


Pr#+idin& a %h#!e ran&e #" $ua!ity ser+i*es and pr#du*ts.



•



Ad#ptin& te*hn#!#&y and ben*hmar: standards in *ust#mer ser+i*e and  per"#rman*e.



•



Spreadin& #ur %in&s bey#nd the b#rders #" /era!a, #n a &!#ba! !e+e!.



•



Retainin& the pre0eminent r#!e in Chitty business.



•



C#ntinuin& "#*us #n e>tendin& res#ur*es t# the #+t. #" /era!a.



•



Sust Sustai aini nin& n& *#mm *#mmit itm ment ent t# the the %ea: %ea:er er se*t se*ti# i#ns ns #" s#*i s#*iet ety y, as the the nei&hb#urh##d instituti#n "#r supp#rt, trust and se*urity.



FUTURE PLANS OF THE COMPANY The &#+ernment is ta:in& appre*iab!e steps t# %iden the business a*ti+ity #"  /SFE and t# rea*h e+ery *ate&#ry #" pe#p!e. The "uture p!ans #" the *#mpany in*!ude the "#!!#%in&


its presen*e in a!! ma;#r *entres and ba*:%ard areas, aimin& at e""e*ti+e rura! penetrati#n.
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  Intr#du*in& +a!ue additi#ns in *hitty s*hemes 0 "#r *#pin& %ith the "ier*e



*#mpetiti#n in the "inan*ia! mar:et, "#r m#re p#pu!arity and %idenin& #ur *ust#mer base. /A, et*., thr#u&h#ut the state.  A*tin& as the *#!!e*ti#n a&ent "#r /SE(, /A  T# *#ns *#nstr tru* u*tt a mu!t mu!ti0 i0st st#r #rie ied d bui! bui!di din& n& in /SFE /SFENs Ns #%n #%n prem premis ises es in



/a::a a::ana nad, d, C#*hi #*hin n and and t# h#us h#usee am#n am#n& & #the #thers rs a Sta" ta"" Traini ainin& n& C#!!e&e "#r itse!".  Intr#du*ti#n #" ne% s*hemes !i:e Edu*ati#n !#an, A&ri*u!ture #+erdra"t



and *umu!ati+e dep#sit s*hemes. E>pand ndin in& & its its d##r d##r *#!! *#!!e* e*ti ti#n #n "a*i "a*i!i !ity ty t# !#an !#an a**#u a**#unt ntss and and dep# dep#si sitt  E>pa s*hemes s*hemes suitab suitab!y !y,, this this is e>pe*t e>pe*ted ed t# *reate *reate *#nsid *#nsiderab erab!e !e emp!#y emp!#ymen mentt #pp#rtunities as part #" its s#*ia! #b;e*ti+e.  Intr#du*ti#n #" *hitties %ith simu!tane#us dra% and au*ti#n %hi*h *an be



#""ered as an in*enti+e t# re&u!ar *ust#mers "#r %h#m it %i!! be a &reat attra*ti#n, parti*u!ar!y "#r th#se %ith sa+in& attitude.  Intr#du*ti#n #"Dai!yee:!y dra%au*ti#n *hitties, %hi*h is e>pe*ted t#



ha+e ha+e a %ide %ide s*#p s*#pee am#n am#n& & trad traders ers,, %i!! %i!! rais raisee the the C#mp C#mpan anyN yNss mar:e mar:ett share *#nsiderab!y.  Enter the arena #" CreditDebit Card business 0 immediate!y a"ter bran*h



net%#r:in& the C#mpany p!ans t# !aun*h the NDebit CardN business.  Startin& #" -irtua! (ran*h thr#u&h net %#r:ed *#mputer systems "#r the



 bene"it #" )RIs parti*u!ar!y 'a!aya!ees in the u!" ? #ther *#untries is #n the an+i!. This %i!! #b+iate the need "#r Kbri*: and m#rtar bran*hesK and %i!! enab!e *ust#mers %h# ha+e internet a**ess, t# transa*t %ith the C#mpany thr#u&h +irtua! bran*hes.



ACHIEVEM ACHI EVEMENTS ENTS AND AW AWARDS
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 /SFE is the number #ne n#n0ban:in& "inan*ia! *#mpany in /era!a. /SFE ba&s 8PRA-ASI (HARATHI /ERAASHREAS AARD9 "#r the year 3454. /SFE is se!e*ted "#r the a%ard #n the basis #" #+era!! per"#rman*e #" the *#mpany.



WORK FLOW MODEL This is the %#r: "!#% ad#pted by /SFE at the time #" re*ei+in& the dep#sits #r  !endin& !#ans t# their *ust#mers. Cust#mers< *ust#mers appr#a*h the /SFE %ith the intenti#ns #" dep#sitin& the am#unt and &et returns #ut #" it. The *ust#mers a!s# appr#a*hin& /SFE "#r  &ettin& !#ans !i:e +ehi*!e !#ans, passb##: !#ans et*. S# the *ust#mers %i!! be !##:in& "#r business p!an %hi*h pays hi&hest rate #" return #r !#%est rate #"  interest. Di""erent #pti#ns are pr#+idin& by /SFE t# the *ust#mers !i:e *hitty, su&ama dep#sits, "i>ed dep#sit et*. endin& m#ney and a**eptin& dep#sits< as !i:e ban:s, /SFE a!s# pr#+idin& m#ney t# the *ust#mers by the %ay #" di""erent !#ans !i:e *hitty !#ans, &#!d !#an !#ans, s, pass passb# b##: #: !#an !#an,, trad tradee "ina "inan* n*in in&, &, "!e>i "!e>i trad tradee !#an !#an et*. et*. the the retu returns rns are *#mparati+e!y hi&her and be*ause the e""e*ti+e returns are rea!!y hi&her than the  pub!ished interest rates, be*ause #" m#nth!y payment #" interest in *ase #" a!! #ther instituti#ns, the interest is paid $uarter!y. /SFE a**epts dep#sits "r#m *ust#mers by the %ay #" *hitty, su&ama dep#sit, "i>ed dep#sit et*. The *ust#mer  *an intr#du*ed either by any e>istin& *ust#mer #r an emp!#yee #" the /SFE, the *ust#mer has t# pr#+ide ne*essary d#*uments !i:e rati#n *ard #r any !i*ense "#r  address, a&e, and in*#me pr##". App!i*ati#n re+ie% and d#*umentati#n< #n*e the *ust#mer "i!!s a!! the ne*essary d#*ume d#*uments nts,, the mana&e mana&err re+ie%s re+ie%s the app!i* app!i*ati ati#n= #n= /SFE /SFE tries tries t# +eri"y +eri"y the authenti*ity #" the d#*uments "urnished.
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 De*isi#n De*isi#n ma:in&< ma:in&< a"ter +eri"yin& +eri"yin& the d#*uments the mana&er mana&er ta:es de*isi#n #n the *ust#mer %hether they ha+e t# pr#+ide !#ans #r a**ept dep#sits. Dep#sit *#mp!eted #r !#ans san*ti#ned< the "ina! sta&e #" the pr#*ess m#ney dep#sit %i!! be in the a**#unt #" *ust#mers. the annua! interest rate in *ase #"  dep#sits "r#m the pub!i* is @ per annum. Interest "#r *hitty pri*e m#ney dep#sits is 2 per annum. Due t# the m#nth!y payment #" interest, the e""e*ti+e rate %i!! be hi&her than this rate. Seni#r *itien %i!! &et @.37  "#r "resh dep#sit and 2 "#r pri*e m#ney dep#sits. )#rma!!y @7 #" "i>ed dep#sit am#unt *an be a+ai!ed as !#an. This "a*i!ity is *a!!ed "i>ed dep#sit !#an.



PRODUCT PROFILE CHITTY  THE THE PILLAR PRODUCT OF KSFE



Chitty is a uni$ue s*heme in*#rp#ratin& the aspe*ts #" a re*urrin& dep#sit and an ad+an*e s*heme. In *hitty, the subs*riber has an #pp#rtunity t# bid and a+ai! #" ad+an*e %hi*h am#unts t# a *ertain per*enta&e #" the t#ta! den#minati#n #"  the *hitty sa!a, %hereas in re*urrin& dep#sit the ad+an*e *an be a+ai!ed #n!y 30



 #n the paid up am#unt. In *ase biddin& is de!ayed due t# dra% #" !#ts in the initia! insta!ments, #ne *an res#rt t# a+ai!in& #" *hitty !#an, %hi*h is a !#an that Kbrid&esK the ≈ bet%een the need #" the subs*riber "#r m#ney and the de!ay in the *hitty &ettin& pried.



BASIC INFO ABOUT CHITTY” A Chitty is *#ndu*ted by a pers#n #r an instituti#n and this entity is *a!!ed the "#reman. In the *ase #" /SFE Chitties, /SFE is the "#reman. A *hitty is  basi*a!!y a *#ntra*t bet%een the "#reman and the Subs*ribers. As per the *#ntra*t, ea*h subs*riber a&rees t# remit a "i>ed am#unt #" m#ney e+ery m#nth "#r a number #" m#nths. The number #" ti*:ets enr#!!in& in a *hitty %i!! be e$ua! t# the number #" m#nths "#r %hi*h the remittan*e ha+e t# be made #r the durati#n #" *hitty in m#nths. The t#ta! #" the peri#di* subs*ripti#n, *a!!ed the *hitty am#unt, %i!! be &i+en #ut as 8Pri 8Prie em m#ney #ney99 t# the the pers pers#n #n %h# %h# bids bids by a!!# a!!#%i %in& n& "#r "#r the the ma>i ma>imu mum m redu*ti#n in the prie m#ney. The ma>imum redu*ti#n p#ssib!e is 37 as per  the pre+ai!in& Chitty A*t and i" there is m#re than #ne subs*riber interested in  biddin&



at



37



redu*ti#n,



the



numbers



#"



the



su*h



bidders



%i!! be put t# a dra%. dr a%. Thus ea*h subs*riber &ets an #pp#rtunity t# re*ei+e r e*ei+e the pri e m#ne m#ney y #n*e #n*edu duri rin& n& the the tenu tenure re #" the the *hit *hitty ty.. A!! the the pr#m pr#m#t #ter erss ha+e ha+e t# *#ntribute the peri#di* subs*ripti#n ti!! the end #" the *hitty. N% ,*)) (6'+0



 Th#u&h an ad+an*e aspe*t is bui!t int# the *hitty s*heme, it *ann#t be denied that subs*riber %i!! ha+e t# %ait "#r s#me time t# a+ai! the bene"it #" &ettin& the ti*:et ti*:et pried. )C is intr#du*ed t# brid&e the ≈ bet%een the rea! need #" the subs*riber and the un*ertain p#int #" time in "uture, %hen the ti*:et &ets pried.
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 P' 7668 (6'+0



T# pr#+ide $ui*: !#an t# n#n0 pried subs*ribers t# meet the ur&ent needs #n the se*urity #" paid up subs*ripti#ns in the *hitties. C6+9:%&;V%*,(% (6'+0



ith the #b;e*t #" pr#+idin& ad+an*e "a*i!ities "#r a*$uisiti#n #" *#nsumer  durab!es, +ehi*!es the *#mpany #""ers C- "a*i!ity "#r #%nin& m#t#r +ehi*!es and h#me app!ian*es su*h as T-, "rid&e, "urniture, t%# %hee!ers, *#mputers, *ars et* #n diminishin& rate #" interest and #n easy repayment p!ans S-%,*'( ,'& (6'+0



This s*heme is intr#du*ed t# pr#+ide !#ans "#r pur*hase #" ne% "#ur %hee!ers upt# a ma>imum #" 27 #" the 8#n the r#ad *#st9 t# sa!aried pers#ns ha+in& a net net m#nt m#nth! h!y y pay e>*e e>*eed edin in& & Rs. Rs. 54444 54444 and and se!" se!" emp! emp!#y #yed ed Pr#" Pr#"ess essi# i#na na!s !s   (usi (usine ness ssm men  IT pr#" pr#"es essi si#n #na! a! ha+i ha+in& n& an a+er a+era& aⅇ annu annua! a! t#ta t#ta!! in*# in*#m me e>*eedin& Rs.3 !a:hs "#r the 6 pre+i#us years, %ith repayment peri#d #" 14 m#nths ma>imum at a m#nth!y diminishin& rate #" 53 053.7 dependin& #n the peri#d #" repayment repayment #pted. Emp!#yees Emp!#yees #" the *#mpany *an a!s# a+ai! !#ans under the s*heme #n spe*ia! *#nditi#ns. N% 69*+< =*+'+,% ,%:%0



Under the s*heme "inan*e is a+ai!ab!e up t# 7 !a:h at the rate 54.37 and up t# 54 !a:h at the rate 54.74  On year!y diminishin& rate "#r pur*hase #" site, *#ns *#nstr tru* u*ti ti#n #n d%e! d%e!!i !in& n& h#use h#uses, s,an and d e>te e>tens nsi# i#n n #" e>is e>isti tin& n& bui! bui!di din& n& #n easy easy repayab!e terms. F*>%/ /%-6*)0



The The C#mp C#mpan any y pr#+ pr#+id ides es an attr attra* a*ti ti+e +e #pp# #pp#rtu rtuni nity ty t# the the pub! pub!i* i* # dep# dep#si sitt  pr#"itab!y and sa"e!y thr#u&h its Fi>ed Dep#sit S*hemes %hi*h #""ers attra*ti+e 32



 inte intere rest st rate rates. s. The repa repaym ymen entt #" dep# dep#si sits ts m#bi! #bi!i ied ed by the the *#m *#mpany pany is &uaranteed by the #+ernment #" /era!a. #an up t# @7 #" the dep#sit am#unt #n the se*urity #" the dep#sits is a spe*ia!ity #" this s*heme. L6'+ 6+ =*>%/ /%-6*)0



This s*heme is indented t# pr#+ide $ui*: !#an t# dep#sit#rs a&ainsttheir "i>ed dep#sits. S6&) )%&: D%-6*)0



The The C#mp C#mpan any y a**e a**ept ptss dep# dep#si sits ts "r#m "r#m pub! pub!i* i* "#r "#r sh#rt sh#rt term term peri peri#d #dss &i+i &i+in& n& attra*ti+e *#mpetiti+e interest. The dep#sits are &uaranteed by the #+ernment #" /era!a. C*)) S%,9&*) D%-6*) *+ T&9)0



  Under this s*heme *hitty prie m#ney is a**epted as se*urity a&ainst "uture !iabi!ity, repayab!e %ith interest #n terminati#n #" the *hitty #r #n "urnishin& ade$uate se*urity by the subs*riber %hi*he+er is ear!ier. Chitty Chitty Se*urity Dep#sit in Trust #""ers hi&h rate #" interest. S9


The The s*hem s*hemee en+i en+isa sa&e &ess main mainte tena nan* n*ee #" pers# pers#na na!! a**# a**#un unts ts in the the name name #"  indi+idua! indi+idua!s, s, ass#*iati#ns ass#*iati#ns,, et* in %hi*h dep#sits and %ithdra%a! %ithdra%a!ss are permitted. permitted. The repayment #" dep#sits and interest there#n 7.7 at present are &uaranteed  by the #+ernment #" /era!a. S9


This This is an #+er #+erdr dra" a"tt "a*i "a*i!i !ity ty pr#+ pr#+id ided ed thr# thr#u& u&h h the the su&a su&am ma a**# a**#un unts ts t# #+ernment emp!#yees be!#n∈& t# sa!ary re*#+ery en"#r*eab!e &r#up. The s*heme is a+ai!ab!e "#r *#mpany emp!#yees #n spe*ia! *#nditi#ns.
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 G6(/ L6'+0



Under the #!d #an S*heme, sh#rt term ad+an*es &ranted are up t# Rs. 6 !a:hs "#r a ma>imum peri#d #" si> m#nths %ith the "a*i!ity t# rene% up t# t%# years sub;e*t t# *#nditi#ns. R%(*'7(% C9)6:%& L6'+0



Under this s*heme "inan*ia! assistan*e up t# Rs.7 !a:hs #n the se*urity as per  the enera! n#rms is pr#+ided t# the &enera! pub!i*. The am#unt #" !#an is t#  be repaid %ithin a peri#d per i#d #" 61 t# 2 m#nths, dependin& #n the !#an am#unt, at reas#nab!e rate #" interest. T&'/% F*+'+,%0



 This s*heme is t# pr#+ide "inan*ia! assistan*e t# sma!! and medium traders,  businessmen, stamp +end#rs, !#ttery a&ents and the !i:e "#r supp!ementin& their  %#r:in& *apita! re$uirements. F(%>* T&'/% L6'+0



 This s*heme en+isa&es "inan*ia! assistan*e up t# Rs. 54 !a:hs %ith #+erdra"t "a*i!ity t# traders, businessmen sub;e*t t# *#nditi#ns. W%)%&+ U+*6+ M6+% T&'+=%& S%&*,%0



This is a +enture entered int# by the C#mpany %ith 's Pau! 'er*hants, !eaders in the business #" m#ney trans"er, "#r pr#+idin& additi#na! "inan*ia! ser+i*es t# the pub!i*. ith the net%#r: #" #+er 31B bran*hes #" /SFE, 'a!aya!ees %h# ha+e their earnin& members spread #ut the %#r!d *an re*ei+e m#ney a!m#st at their d##r steps %ithin se*#nds. 34



 M'+


The The s*hem s*hemee pr#+i pr#+ide dess perm perman anen entt /SFE /SFE emp! emp!#y #yee eess %ith %ith !#an !#ana ad+ d+an an*e *e "#r  "#r  meetin& marria&e e>penses #" se!" #r their *hi!dren. C6&-6&')% A


As per the mem#randum #" ass#*iati#n #" the *#mpany, insuran*e business is a!s# a!s# in*! in*!ud uded ed am#n am#n& & the the main main #b;e #b;e*t *tss t# be purs pursue ued d by the the *#m *#mpany pany.. A**#rdin&!y, as part #" business di+ersi"i*ati#n C#mpany had entered int# tie up a&reeme a&reements nts %ith %ith t%# !eadin !eadin& & pub!i* pub!i* se*t#r se*t#r C#mpan C#mpanies ies i.e. i.e. i"e i"e Insuran Insuran*e *e C#rp#rati#n #" India and )ati#na! Insuran*e C#mpany td. "#r d#in& i"e Insuran*e and enera! Insuran*e business by a*tin& as C#rp#rate A&ents #"  these t%# *#mpanies.



ORGANISATION STRUCTURE
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 A@ T% /*==%&%+) /%-'&):%+) 6= )% H%'/ O==*,% '&% )% =6((6*+


This This is head headed ed by ene enera! ra! 'ana 'ana&e &err (us (usin iness ess %h# %h# is resp resp#ns #nsib ib!e !e "#r a!! a!!  business a*ti+ities #" the C#mpany. C#mpany. **.F*+'+,% D%-'&):%+)0



This This depa departm rtmen entt is head headed ed by the the ene enera! ra! 'ana 'ana&e &err Fin Finan an*e *e. . The The main main "un*ti#ns#" this department are p!annin&, bud&etin& and *#ntr#!, *#mpi!ati#n #" a**#un a**#unts, ts, re*#n*i re*#n*i!ia !iati# ti#nan nand d prepara preparati# ti#n n #" annua! annua! a**#un a**#unts, ts, and *#ntr# *#ntr#!!i !!in& n& Dep#sit S*hemes #" the C#mpany et*. ***. A/:*+*)&')*6+ D%-'&):%+)0



 This is headed by the D' P? HR t# be in *har&e #" pers#nne! administrati#n, sa!ary, industria! re!ati#ns, man p#%er p!annin& et*. S%,&%)'&*'( D%-'&):%+)0 i+. S%,&%)'&*'(



 This department is headed by the C#mpany Se*retary %h# is resp#nsib!e "#r  the "un*ti#ns *#n"erred *#n"er red #n him hi m by theC#mpanys A A*t, *t, 5B71.  +. G%+%&'( A/:*+*)&')*6+ D%-'&):%+)0  This department is headed by #ne #" the seni#r #""i*ers #" the C#mpany %h# %i!! be resp#nsib!e "#r the enera! Administrati#n in*!udin& pur*hase, printin& et*.



+i. L%
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  This department is headed by A' e&a! %h# is resp#nsib!e "#r a!! day t# day !e&a! matters. **.I+)%&+'( A9/*) D%-'&):%+) 0



This department is headed by the D' IA?- assisted by se+enteen audit teams t# e>er*ise interna! *he*: and *#ntr#!. A!! the ab#+e Department Heads rep#rt dire*t!y t# the 'ana∈& Dire*t#r. B@ T% /*==%&%+) /%-'&):%+) 6= )% R%


The a*ti+ities #" the Re&i#na! 'ana&ers are &r#uped "un*ti#na!!y as %e!! as s*heme %ise. They are main!y resp#nsib!e "#r the pr#per and a!s# hea!thy "un*ti#nin& #" the (ran*hes and t# be in *har&e #" the #+era!! &r#%th and de+e!#pment #" the (ran*hes under their;urisdi*ti#n.The Re&i#na! 'ana&ers rep#rt dire*t!y t# the enera! 'ana&er (usiness and the enera!'ana&er Finan*e "#r the respe*ti+e "un*ti#ns and t# the 'ana∈& Dire*t#r re!atin& t# the #ther "un*ti#ns. The "un*ti#na! departments #" the Re&i#na! O""i*e are (usiness, A**#unts, and de"au!t= %hi*h *#rresp#nds t# respe*ti+e departments %ith "#*us #n #perati#na! aspe*ts T% /*==%&%+) /%-'&):%+) ') U+*) (%%(



At the base !e+e! the Units are &raded int# three *ate&#ries +i. i 'a;#r (ran*hes ha+in& a *hitty sa!a #" Rs.@4 !a:hs and ab#+e. ii 'edium (ran*hes ha+in& a *hitty sa!a #" Rs.4 !a:hs and ab#+e and iii Sma!! (ran*hes ha+in& a *hitty sa!a #" be!#% Rs.4 !a:hs. A Unit Head +i. the 'ana&er, heads ea*h Unit and its a*ti+ities are &r#uped under



Assistant



'ana&ers rs Deputy



'ana& na&ers s. The



Unit Heads



rep#rt dire*t!y t# the Re&i#na! 'ana&er and t# the Departmenta! Heads in the Head O""i*e #n matters pertainin& t# the departments *#n*erned. In e>*epti#na! 39



 *ir* *ir*um umst stan an*es *es the the Unit Unit Heads Heads *an *an rep# rep#rt rt dire dire*t *t!y !y t# the the ene enera! ra! 'ana 'ana&e &er  r  (usiness enera! 'ana&er Finan*e and 'ana∈& Dire*t#r. The di""erent departments in the unit are as "#!!#%s< 1@C6((%,)*6+ D%-'&):%+) s s a s n s i a a t g e c t o a t i o o
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Imp#rtant "un*ti#ns #" *#!!e*ti#n department are< •



Re*ei+e m#ney "r#m *ust#mers



•



i+e re*eipt t# *ust#mers



•



Ensurin& pr#per d#*ument "#r e+ery re*eipt



•



Entry #" transa*ti#ns in the b##:s.



•



Interna! *he*:in&



•



'aintain e""e*ti+e *##rdinati#n %ith a**#untin& department



•



Preparin& peri#di* *#!!e*ti#n rep#rt



•



Sendin& *#!!e*ti#n a&ents t# *#!!e*t m#ney.



•



T# arran&e "#r the preparati#n #" *hitty ba!an*e sheets sheet s and its "i!in&.



An assistant mana&er %i!! be the head #" this department. Shehe m#nit#rs a!! a*ti+ities re!atin&t# re*eipt #" *ash and has the resp#nsibi!ity #" ensurin& that there are n# mista:es #r "rauds*#mmitted durin& transa*ti#ns. 'a;#r de*isi#ns re!atin& t# the re*eipts #" "unds are ta:en by
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 theA' C#!!e*ti#n. A!! A!! sta"" in the *#!!e*ti#n department sh#u!d rep#rt t# himher. Shehe de!e&ates resp#nsibi!ity t# the sta"" under himher.



2@ A,,69+) D%-'&):%+)
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Imp#rtant "un*ti#ns #" a**#unts department are, •



T# be resp#nsib!e "#r the remittan*e #" dai!y *ash *#!!e*ti#n in*!udin& the '#ney Order *#!!e*ti#n and *he$ues in t# the ban: #n the date #"  *#!!e*ti#n itse!" #r !atest by the ne>t%#r:in& day.



•



T# ensure #n*e in e+ery "i"teen days that the *he$ues sent "#r *#!!e*ti#n are either rea!ied #r dish#n#ured and the entries in the Che$ue Sent "#r  C#!!e*ti#n Re&ister are*#mp!ete in e+ery respe*t.



•



T# ensure the %ritin& up #" the 'ain Cash (##:, t# si&n it and t# *he*:  the p#stin&s #" enera! ed&er and t# be resp#nsib!e "#r the a**ura*y #"  the p#stin&s.



•



T# e>ami e>amine ne a!! a!! the the d#*um d#*umen ents ts *#n* *#n*er erned ned %ith %ith the the paym paymen entt #" prie prie am#unt and #ther



•



Payments and ensure that they are &enera!!y in #rder and in parti*u!ar  ensure that a!! theam#unts menti#ned in the d#*uments are a**urate.
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 •



T# ensure satis"a*t#ry maintenan*e #" a**#unts in the bran*h, arran&e the  preparati#n #" a!! statements s*hedu!es re!atin& t# the a**#unts and t# render a!! returns re!atin& t#A**#unts t# the Head O""i*e Re&i#na! O""i*e.



•



T# ensure time!y *#mp!eti#n #" annua! a**#unts and re!ated statements.



3@G%+%&'( A/:*+*)&')*6+ D%-'&):%+)
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+ Imp#rtant "un*ti#ns #" &enera! administrati#n department are, •



T# initiate a*ti#n "#r the startin& #" *hitties in the (ran*h and t# arran&e the re!ease #" Ad+ertisements.



•



T# assist the 'ana&er in *an+assin& *an+a ssin& subs*ribers as and %hen ne*essary.



•



T# ta:e steps "#r the payment #" prie m#ney t# the pried subs*riber #n the due date, i" the subs*riber has "urnished ade$uate se*urity "#r the  payment #" "uture subs*ripti#ns and t# intimate intimate the "a*t t# the pried subs*ribers.



•



T# +eri"y the &enuineness !iabi!ity #" the subs*ribers sureties.



•



T# be resp#nsib!e "#r the entire pers#nne! administrati#n #" the (ran*h "#r the pr#per maintenan*e #" Attendan*e Re&ister, Re&ister, Casua! ea+e Re&ister and #ther !ea+e 42



 a**#unts, pers#na! "i!es, ser+i*e re*#rds b##:s , pr#+ident "und re*#rds, ! #ans, ad+an*es and its repayment et*.
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Imp#rtant "un*ti#ns #" de"au!t "#!!#% up department are •



'#nit#rin& #" de"au!t #n a *urrent basis in a!! s*hemes #" the *#mpany.



•



Initiatin& ne*essary "#!!#% up a*ti#n in*!udin& RR, in *ases #" *hr#ni* de"au!t. Time!y Time!y preparati#ns #" de"au!t statements



5@S-%,*'( G6(/ L6'+ D%-'&):%+)
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Imp#rtant "un*ti#ns #" spe*ia! &#!d !#an department are •



Speedy and e""i*ient disbursa! #" #!d #an



•



Sa"e *ust#dy #" #rnaments p!ed&ed. 43



 •



De"au!t m#nit#rin& #" the #!d #an s*heme



•



Initiatin& au*ti#n steps in *ases #" *hr#ni* de"au!t.



•



Preparati#n #" peri#di* s*hedu!es
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Imp#rtant "un*ti#ns #" spe*ia! &#!d !#an department are, •



Speedy and e""i*ient disbursa! #" #!d #an



•



Sa"e *ust#dy #" #rnaments p!ed&ed.



•



De"au!t m#nit#rin& #" the #!d #an s*heme



•



Initiatin& au*ti#n steps in *ases #" *hr#ni* de"au!t.



•



Preparati#n #" peri#di* s*hedu!es.



/SFE is passin& thr#u&h the in"an*y sta&es #" its *#mputeriati#n pr#*ess. The unit !e+e!systems department is n#% "#rmed #n an ad0h#* basis. There is n# e>*!usi+e assistant mana&er pr#+ided "#r this "un*ti#n. "un *ti#n. enera!!y, any #ne #" the assistant mana&ers %h# is in *har&e #" *#!!e*ti#n a**#unts de"au!t is &i+en additi#na! resp#nsibi!ity t# super+ise this "un*ti#n. He is re$uired t# !##: a"ter  issues re!ated t# s#"t%are  hard%are  data entry err#rs et*hant at the same time e>tent a he!pin& hand t# #ther &enera! a*ti+ities #" the bran*h. Imp#rtant "un*ti#ns #" systems department are, •



Ensure sm##th "un*ti#nin& #" a!! the *#mputer systems.



•



Rep#rtin& s#"t%are err#rsbu&s t# Head O""i*e. 44



 •



Time!y Time!y rep#rtin& #" hard%are "ai!ures t# the -end#rA -end#rA'C 'C C#mpany.



•



Ta:in& Ta:in& data ba*:ups at the pres*ribed inter+a!s.



•



Pr#+id Pr#+idin& in& in"#rm in"#rmati ati#n #n and assist assistan* an*ee t# #ther #ther emp!#y emp!#yees ees in matter matterss re!ated t# system.



SWOTANA AN ALYSIS LYSI S S)&%+


(etter *ust#mer re!ati#n.



•



##d pr#du*ts and ser+i*es.



•



Reas#nab!e repayment peri#d.



•



(etter *ust#mer satis"a*ti#n.



•



#+ernment #%ned C#mpany.



•



-ariety #" ser+i*es #ther than *hitties.



•



-ariety riety #" *hitty *hitty s*heme s*hemess and se+era! se+era! #ther #ther "a*i!i "a*i!itie tiess ass#*i ass#*iate ated d %ith %ith *hitties.



•



#r:s #r:s simi!ar t# ban:s.



•



(ran*hes thr#u&h#ut /era!a.



•



S:i!!ed emp!#yees se!e*ted thr#u&h pub!i* e>aminati#ns e>a minati#ns



•



A re!ati+e!y re!ati+e!y y#un&er %#r: "#r*e. "#r *e.



•



Transparen*y in #perati#ns.



•



Updat Updated ed %ebs %ebsit itee &i+e &i+ess in"# in"#rm rmat ati# i#n n ab#u ab#utt ne% ne% de+e de+e!# !#pm pmen ents ts in a!! a!!  bran*hes.



•



Tie up %ith %ith insu insura ran* n*ee and and %est %ester ern n uni# uni#n n m#ne m#ney y he!p he!pss t# attr attra* a*tt m#re*ust#mers.



•



It uses e""e*ti+e ad+ertisin& *ampai&ns.
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 W%'8+% •



a*: #" mar:etin& a*ti+ities.



•



a*: #" *#mputer :n#%!ed&e #" %#r:ers.



•



It has the the !imita !imitati# ti#ns ns #" )(FC )(FC s.



•



Sti! Sti!!! main main busi busine ness ss area area is #n *hit *hitti ties es and and n#t n#t yet yet ab!e ab!e t# &r#% &r#% in



‟



#ther ser+i*es. •



a*: #" "ie!d%#r: in mar:etin&.



O--6&)9+*)*% •



Impr#+e mar:etin& a*ti+ities.



•



Intr#du*e a disaster re*#+ery system.



•



E>pansi#n #" sma!!0s*a!e industries in the state.



•



Risin& midd!e *!ass.



•



Rise in in*#me.



•



Sa+in& thirst in*reases.



•



Ensurin& m#re parti*ipati#n #" )RI "ami!ies in the s*hemes #" /SFE.



•



De+e!#pin& rura! areas pr#+ide an #pp#rtunity t# in*rease *ust#mer base.



T&%') •



T#u&h C#mpetiti#n.



•



P#!i*ies #" Reser+e (an:.
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 CHAPTER 4 THEORETICAL FRAMEWORK 
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 4.1 CREDIT RISK MANAGEMENT Ris: mana&ement is the identi"i*ati#n, assessment and pri#ritiati#n #"ris:s "#!!#%ed by *##rdinated and e*#n#mi*a! app!i*ati#n #" res#ur*es t# minimie, m#nit#rand *#ntr#! the pr#babi!ity and#r impa*t #" un"#rtunatee+ents #r t# ma>imie the rea!iati#n #" #pp#rtunities. Ris:s *an *#me "r#mun*ertainty in "inan*ia! mar:ets, pr#;e*t "ai!ure, " ai!ure, !e&a! !iabi!ities, *redit ris:, a**idents, natura! *auses and disasters as %e!! as de!iberate atta*:s "r#m an ad+ersary. DEFNITION



8Credit ris: is the ris: #" !#ss due t# a debt#rs n#n0 payment #" a !#an #r#ther !ine #" *redit either prin*ipa! #r interest *#up#n #r b#th. The de"au!te+ents in*!ude a de!ay in repayments, restru*turin& #" b#rr#%er repayments andb#rr#%er repayments.9 Finan*ia! and n#n0"inan*ia! instituti#ns are #"ten "a*ed %ith ris:s that arem#st!y are m#st!y #" "inan*ia! nature. These instituti#ns must ba!an*e ris:s as %e!! returns. F#r a  ban: t# ha+e a !ar&e *#nsumer base, it must #""er !#an pr#du*tsthat are reas#nab!e en#u&h. H#%e+er, i" the interest rates in !#an pr#du*ts are t## !#%, the ban: %i!! su""er "r#m !#sses. !#sse s. In terms #" e$uity, a "inan*ia! instituti#n must ha+e substantia! am#unt #" *apita! #n its reser+e, but n#t t## mu*h that it misses in+estment re+enue and n#t t## !itt!e that it !eads itse!" t# "inan*ia!instabi!ity and t# the ris: #" re&u!at#ry n#n*#mp!ian*e. Credit ris:, a ma;#r ris: "a*ed by ban:sand )(FCs is inherent t# any business #" !endin& "unds t# indi+idua!s, *#rp#rate, trade, industry, a&ri*u!ture, transp#rt #r ban:s "inan*ia! instituti#ns. It is de"ined as the p#ssibi!ity #" !#sses ass#*iated%ith a diminuti#n in the *redit $ua!ity #" the b#rr#%ers #r *#unter
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  parties. In a ban:*redit p#rt"#!i#, !#sses stem "r#m #utri&ht de"au!t due t# inabi!ity #r un%i!!in&ness#" b#rr#%ers*#unterparty t# meet their *#mmitments, as a!s# due t# the ris:inherent in the nature #" business a*ti+ity and en+ir#nment. Si∋"i*ant res#ur*es and s#phisti*ated pr#&rams are used t# ana!ye andmana&e ris:. S#me *#mpanies run a *redit ris: department %h#se ;#b is t#assess the "inan*ia! hea!th #" their *ust#mers and e>tent *redit #r n#ta**#rdin&!y. They may use in h#use pr#&rams t# ad+i*e #n a+#idin&, redu*in& and trans"errin& ris:. They a!s# use third party pr#+ided inte!!i&en*e. C#mpanies !i:e Standard ? p##rs, p##r s, '##dys, '##dys, Fit*h Ratin&s and Dun ?(radstreet pr#+ide su*h in"#rmati#n "#r a "ee. '#st !enders emp!#y their #%n m#de!s *redit s*#re*ards t# ran:p#tentia! and e>istin& *ust#mers a**#rdin& t# ris:, and then app!y appr#priate strate&ies. ith ith  pr#du*ts su*h as unse*ured pers#na! !#ans #r m#rt&a&es,!enders *har&e a hi&her  pri*e "#r hi&her ris: *ust#mers and +i*e +ersa. ithre+#!+in& ithre+#!+in& pr#du*ts su*h as *redit *ards and #+erdra"ts, ris: is *#ntr#!!ed thr#u&h the settin& #" *redit !imits. S#me pr#du*ts a!s# re$uire se*urity, m#st m#st *#mm#n!y in the "#rm "#r m #" pr#perty. Credit s*#rin& m#de!s a!s# "#rm a part #" the "rame%#r: used by ban:s #r!endin& instituti#ns &rant *redit t# *!ients. F#r *#rp#rate ? $uantitati+e se*ti#ns#ut!inin& +ari#us aspe*ts #" the ris: in*!udin& but n#t !imited t# #peratin& e>perien*e mana&ement e>pertise, asset $ua!ity, !e+era&e and !i$uidityrati#s respe*ti+e!y. On*e this in"#rmati#n has been "u!!y re+ie%ed by *redit #""i*ers ? *redit *#mmittees, the !enders pr#+ide the "unds sub;e*t t# the terms and *#nditi#ns presented %ithin the *#ntra*t. Credit ris: re!atin& t# b#rr#%ers may arise due t# n#n0payment #"   prin*ipa! #r interest am#unt= n#n0payment #" &uarantee #r !etter #" *redit !iabi!ities #n de+#!+ement= In *ase #" e>p#rt business n#n re*eipt #" 49



  pr#*eedsa&ainst bi!!s "inan*ed= in *ase #" se*urity tradin& "unds #r se*urities sett!ementare n#t a""e*ted= in *ase #" *r#ss b#rder0e>p#sure the "unds are n#t re*ei+eddue t# seiure #r restri*ti#ns imp#sed by the s#+erei&n and s# #n. As re&ardsris:s re!ated t# the business a*ti+ity "inan*ed, these may in*!ude #bs#!es*en*e#" te*hn#!#&y #r pr#du*ts desi&n, *#mpetiti#n, inade$uate supp!y #" inputs, !a*: #" in"rastru*tura! "a*i!ities, &#+ernment ru!esre&u!ati#ns and s# #n. In additi#n, "inan*ia! instituti#n may a!s# "a*e ris:s *aused by a*#n*entrati#n #"  their *redit p#rt"#!i# in *ertain types #" !#an "a*i!ities !i:e #+erdra"ts= *ash *redit term !#ans, !ease #r hire pur*hase "inan*e and s# #n.Further, the *#n*entrati#n ris: may be *aused due t# hi&h e>p#sure in a sin&!e#r &r#up #n b#rr#%ers #r in a spe*i"i* e*#n#mi* #r industria! se*t#r. 4.2 FACTORS AFFECTING CREDIT RISK 



Industria! #r E*#n#mi* C!imate  #+ernment p#!i*ies  A+ai!abi!ity A+ai!abi!ity #" In"rastru*ture  Finan*ia! stren&th #" b#rr#%er   'ana&ement *apabi!ities  C#!!atera! *#+era&e   )ature #" pr#du*t 4.3 COMPONENTS OF CREDIT RISK 



De"au!t Ris:0 is measured by the pr#babi!ity #" de"au!t #**urrin& durin& a &i+en peri#d #" time. E>p#sure Ris:0 &enerated by the un*ertainty ass#*iated %ith "utuream#unts at ris:. Re*#+ery Ris:0 depends up#n the type #" de"au!t and numer#us "a*t#rs. T# mana&e and assess the ris:s "a*ed by "inan*ia! and n#n0 "inan*ia! instituti#ns, it is imp#rtant t# ma:e *ertain estimates, *#ndu*t m#nit#rin& and 50



  per"#rm re+ie%s #" the per"#rman*e #" the instituti#ns. H#%e+er,be*ause H#%e+er,be*ause instituti#ns are int# !endin& and in+estin& pra*ti*es, it is re!e+ant t#ma:e re+ie%s #n !#ans and t# s*rutinie and ana!ye p#rt"#!i#s. #an re+ie%sand  p#rt"#!i# ana!ysis are *ru*ia! in determinin& determinin& the *redit and in+estment ris:s.



4.4 PRINCIPLES FOR THE ASSESSMENT OF MANAGEMENT OF CREDIT RISK  A. E)'7(**+< '+ '--&6-&*')% ,&%/*) &*8 %+*&6+:%+). P&*+,*-(% 10  The b#ard #" dire*t#rs sh#u!d ha+e resp#nsibi!ity "#r appr#+in&



andperi#di*a!!y re+ie%in& the *redit ris: strate&y and si∋"i*ant *redit ris:  p#!i*ies #" the instituti#n. The strate&y sh#u!d re"!e*t the ban:s ban:s t#!eran*e "#r ris: and !e+e! #"pr#"itabi!ity the ban: e>pe*ts t# a*hie+e "#r in*urrin& +ari#us *redit ris:s. P&*+,*-(% 20  Seni#r mana&ement sh#u!d ha+e resp#nsibi!ity "#r imp!ementin&



the *redit ris: strate&y appr#+ed by the b#ard #" dire*t#rs and "#r de+e!#pin&  p#!i*iesand pr#*edures "#r identi"yin&, measurin&, m#nit#rin& and *#ntr#!!in& *redit ris:. Su*h p#!i*ies and pr#*edures sh#u!d address *redit ris: in a!! #" the *#mpanys a*ti+ities a*ti+ities and at b#th the indi+idua! *redit and p#rt"#!i# !e+e!s. P&*+,*-(% 30 Instituti#ns sh#u!d identi"y and mana&e *redit ris: inherent in a!!



 pr#du*ts and a*ti+ities and sh#u!d ensure that the ris:s #" pr#du*ts and a*ti+ities ne% t# them are sub;e*t t# ade$uate pr#*edures and *#ntr#!s be"#re bein& intr#du*ed #r underta:en and appr#+ed in ad+an*e by the b#ard#" dire*t#rs #r its appr#priate *#mmittee.



B. O-%&')*+< 9+/%& ' 69+/ ,&%/*) 
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 P&*+,*-(% 40 Instituti#ns must #perate under s#und, %e!!de"ined *redit&rantin&



*riteria. These *riteria sh#u!d in*!ude a th#r#u&h understandin& #" the  b#rr#%er#r *#unter party as %e!! as the purp#se and stru*ture #" the *redit and its s#ur*e #" repayment. P&*+,*-(% 50 C#mpanies sh#u!d estab!ish #+era!! *redit !imits at the !e+e! #"



indi+idua!b#rr#%ers and *#unterparties and &r#ups #" *#nne*ted *#unterparties thata&&re&ate in a *#mparab!e and meanin&"u! manner and di""erent types #" e>p#sures,b#th in the ban:in& and tradin& b##: and a!s# #n and #"" the ba!an*e sheet. P&*+,*-(% 0 C#mpanies sh#u!d ha+e a *!ear!y estab!ished pr#*ess in p!a*e "#r



appr#+in& ne% *redits as %e!! as the e>tensi#n #" e>istin& *redits. P&*+,*-(% !0  A!!  A!! e>tensi#ns #" *redit must be made #n an armNs !en&th basis.



Inparti*u!ar, *redits t# re!ated *#mpanies and indi+idua!s must be m#nit#red %ith parti*u!ar *are and #ther appr#priate steps ta:en t# *#ntr#! #r miti&ate the ris:s #" *#nne*ted !endin&. C. M'*+)'*+*+< '+ '--&6-&*')% ,&%/*) '/:*+*)&')*6+ :%'9&%:%+) '+/ :6+*)6&*+< -&6,%. P&*+,*-(% "0 Enterprises sh#u!d ha+e in p!a*e a system "#r the #n&#in&



administrati#n #" their +ari#us *redit ris:0bearin& p#rt"#!i#s. P&*+,*-(% #0 C#mpanies must ha+e in p!a*e a system "#r m#nit#rin& the



*#nditi#n #" indi+idua! *redits, in*!udin& determinin& the ade$ua*y #"  pr#+isi#ns and reser+es. P&*+,*-(% 10 Enterprises sh#u!d de+e!#p and uti!ie interna! ris: ratin& systems



in mana∈& *redit ris:. The ratin& system syste m sh#u!d be *#nsistent %ith the nature, sie and *#mp!e>ity #" a *#mpanys a*ti+ities. a*ti+ities.
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 P&*+,*-(% 110 C#mpanies must ha+e in"#rmati#n systems and ana!yti*a!



te*hni$ues that enab!e mana&ement t# measure the *redit ris: inherent in a!! #n0 and #"" ba!an*e sheet a*ti+ities. The mana&ement in"#rmati#n system sh#u!d  pr#+ide ade$uate *#mp#siti#n #" the *redit p#rt"#!i#, p#rt"#!i#, in*!udin& identi"i*ati#n #" any *#n*entrati#ns #" ris:. P&*+,*-(% 120 Enterprises must ha+e in p!a*e a system "#r m#nit#rin& the



#+era!! *#mp#siti#n and $ua!ity #" the *redit p#rt"#!i#s. P&*+,*-(% 130 C#n*erns sh#u!d ta:e int# *#nsiderati#n p#tentia! "uture *han&es



in e*#n#mi* *#nditi#ns %hen assessin& indi+idua! *redits and their *redit  p#rt"#!i#s and sh#u!d assess their *redit ris: e>p#sures under stress"u! *#nditi#ns.



D. E+9&*+< '/%9')% ,6+)&6( 6%& ,&%/*) &*8. P&*+,*-(% 140 C#mpanies sh#u!d estab!ish a system #" independent #n&#in&



*redit re+ie% and the resu!ts #" su*h re+ie%s sh#u!d be *#mmuni*ated dire*t!y t# the (#ard #" Dire*t#rs and seni#r mana&ement. P&*+,*-(% 150 Enterprises must ensure that the *redit0&rantin& "un*ti#n is bein&



 pr#per!y mana&ed and that *redit e>p#sures are %ithin !e+e!s *#nsistent %ith  prudentia! standards and interna! !imits. !imits. Enterprises sh#u!d estab!ish and en"#r*e interna! *#ntr#!s and #ther pra*ti*es t# ensure that e>*epti#ns t# p#!i*ies,  pr#*edures and !imits are rep#rted in a time!y time!y manner t# the appr#priate !e+e!s #" mana&ement. P&*+,*-(% 10 C#mpanies must ha+e a system in p!a*e "#r mana∈& pr#b!em



*redits and +ari#us #ther %#r:#ut situati#ns.
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 E. T% &6(% 6= 9-%&*6&. P&*+,*-(% 1!0  Super+is#rs sh#u!d re$uire that *#mpanies ha+e an e""e*ti+e



system in p!a*e t# identi"y measure, m#nit#r and *#ntr#! *redit ris: as part #" an #+era!! appr#a*h t# ris: mana&ement. Super+is#rs sh#u!d *#ndu*t an independent e+a!uati#n #" a *#mpanys strate&ies, strate&ies, p#!i*ies, pra*ti*es and  pr#*edures re!ated t# the &rantin& #" *redit and the #n&#in& mana&ement mana&ement #" the  p#rt"#!i#. Super+is#rs sh#u!d *#nsider settin& prudentia! !imits !imits t# restri*t *#mpanys e>p#sures t# sin&!e b#rr#%er #r &r#ups #" *#nne*ted *#unterparties.



4.5 CREDIT C REDIT ANALYSIS ANALYSIS



Credit Ana!ysis Ana!ysis in+#!+es #btainin& *redit in"#rmati#n and e+a!uati#n #"*redit app!i*ants. (esides estab!ishin& *redit standards a "irm sh#u!d de+e!#p pr#*edures "#r e+a!uatin& *redit app!i*ants. The se*#nd aspe*t #" *redit p#!i*ies #" a Qrm is Credit ana!ysis and in+esti&ati#n. T%# T%# basi* steps are in+#!+ed in the *redit in+esti&ati#n pr#*ess, a. Obtainin& *redit in"#rmati#n  b. Ana!ysis Ana!ysis #" *redit in"#rmati#n It is #n the basis #" *redit ana!ysis that the de*isi#ns t# &rant *redit t# a *ust#mer as %e!! as the $uantum #" *redit %#u!d be ta:en.



O7)'*+*+< C&%/*) I+=6&:')*6+
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 The "irst step #" *redit ana!ysis is #btainin& *redit in"#rmati#n #n %hi*h t#base the e+a!uati#n #" a *ust#mer. *u st#mer. The s#ur*es #" in"#rmati#n in"#r mati#n br#ad!yspea:in& are interna! and e>terna!. I+)%&+'(0Usua!!y, "irms re$uire0their *ust#mers t# "i!! +ari#us "#rms and



d#*uments &i+in& detai!s ab#ut "inan*ia! #perati#n. They are a!s# re$uired t# "urnish trade re"eren*es %ith %h#m the "irms *an ha+e *#nta*ts t# ;ud&e the suitabi!ity #" the *ust#mer "#r *redit. This type #" in"#rmati#n is #btained "r#m "r #m interna! s#ur*e #" *redit *r edit in"#rmati#n. An#ther An#ther interna! s#ur*e #" *redit in"#rmati#n is deri+ed "r#m the re*#rds #" the "irms *#ntemp!atin& an e>tensi#n #" *redit. It is !i:e!y that a parti*u!ar *ust#merapp!i*ant must ha+e en;#yed *redit "a*i!ity in the past. In that *ase, the "irm %#u!d ha+e in"#rmati#n #n the  beha+i#r #" the app!i*ant in terms #" the hist#ri*a! hist#ri*a! payment pattern. This This type #"  in"#rmati#n may n#t be ade$uate and may there"#re ha+e t# be supp!emented by in"#rmati#n "r#m #ther s#ur*es. E>)%&+'(0The a+ai!abi!ity #" in"#rmati#n "r#m e>terna! s#ur*es t# assess the



*redit %#rthiness #" *ust#mer depends up#n the de+e!#pment #" instituti#na! "a*i!ities and industry pra*ti*es. F*+'+,*'( )')%:%+)



One e>terna! s#ur*es #" *redit in"#rmati#n is the pub!ished "inan*ia! statements that are the ba!an*e sheet and the pr#"it and !#ss a**#unt. The "inan*ia! statements *#ntain +ery use"u! in"#rmati#n. in"#r mati#n. They thr#% !i&ht #n an app!i*ants "inan*ia! +iabi!ity, !i$uidity, !i$uidity, pr#Qtabi!ity and debt *apa*ity, a!th#u&h the "inan*ia! statements d# n#t dire*t!y re+ea! the past payment re*#rd #" the app!i*ant, they are +ery he!p"u! in assessin& the #+era!! "inan*ia! p#siti#n #" a "irm %hi*h si∋"i*ant!y determines its *redit standin&. A+'(* 6= ,&%/*) *+=6&:')*6+
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 On*e the *redit in"#rmati#n has been *#!!e*ted "r#m di""erent s#ur*es, it sh#u!d  be ana!ysed t# determine the *redit %#rthiness #" the app!i*ant. A!th#u&h A!th#u&h there are n# estab!ished pr#*edures t# ana!yse the in"#rmati#n, the "irm sh#u!d de+ise #ne t# suit its needs. The ana!ysis sh#u!d *#+er t%# aspe*ts. a. ua!itati+e  b. uantitati+e



Credit ris: is m#st simp!y de"ined as the p#tentia! that a "irm b#rr#%er #r *#unterparty %i!! "ai! t# meet its #b!i&ati#ns in a**#rdan*e a**# rdan*e %ith a&reed terms. The &#a! #" *redit *r edit ris: mana&ement is t# ma>imie a "irms ris: ad;usted rate #" return by maintainin& *redit ris: e>p#sure e>p#sur e %ithin a**eptab!e parameters. The "irm needs t# mana&e the *redit ris: inherent in the entire p#rt"#!i# as %e!! as the ris: in indi+idua! *redits #r transa*ti#ns. The e""e*ti+e mana&ement #" *redit ris: is a *riti*a! *#mp#nent #" a *#mprehensi+e appr#a*h t# ris: mana&ement and essentia! t# the !#n&0term su**ess #" any #r&aniati#n.
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 CHAPTER 5 PROBLEM PROBLEM ANALY ANALYSIS AND INTERPRETATION
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 A+'(* '+/ I+)%&-&%)')*6+ I+)%&-&%)')*6+ Ana!ysis and interpretati#n #" data has an imp#rtant r#!e t# p!ay in the resear*h study. On!y a"ter the ana!ysis #" data, mana&ement *an !##: "#r%ard t# the de*i de*isi si#n #n ma:i a:in& pr#* pr#*es ess, s, %hi*h hi*h is the *ata *ata!!yst yst "#r "#r the &r#% &r#%tth #" the #r&anisati#n. Charts and dia&rams are the ma;#r t##!s "#r representin& ana!ysed data.



5.1 CURRENT RATIO OF KSFE LTD



Current rati# is de"ined as the rati# #" *urrent assets and *urrent !iabi!ities. It sh#%s sh#%s the re!ati re!ati#ns #nship hip bet%ee bet%een n t#ta! t#ta! *urren *urrentt assets assets and *urrent *urrent !iabi! !iabi!iti ities. es. Current rati# is a!s# *a!!ed %#r:in& *apita! rati#.



Current Ratio Ratio



CurrentA ssets CurrentLiabilities



Tab!e 7.5



EAR 



344@  3442 3442  344B 344B  3454 3454  3455 3455 3453 S#ur*e< Annua! Rep#rt



Rs. In !a:hs CURRE)T



CURRE)T



ASSETS



IA(IITIES



RATIO



6B147B.13 743754.72 1B5B55.71 232617.54 [email protected]



[email protected] [email protected] 6@B@6.63 B@B57.7 B2467@.7



3.44 5.B4 5.23 5.11 5.43
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 Fi&ure 7.5
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I+)%&-&%)')*6+0 Current Current rati# measures measures #" &enera! !i$uidity !i$uidity and is m#st!y m#st!y used



t# ma:e ana!ysis #" !i$uidity #" a "irm. A rati# e$ua! #r near t# the ru!e #" thumb #" 3


5.2 INTEREST TO EPENSE RATIO
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 Interest rati# indi*ates that per*enta&e #" in*#me &enerated a&ainst the e>pense in*urred durin& a peri#d #" time.  Interest to Expense Expense Ratio =



interest Received  Expense



*100



Tab!e 7.3



Rs. In !a:hs I)TEREST



EAR 



344@  3442 3442  344B 344B  3454 3454  3455 3455 0 3453 S#ur*e< Annua! rep#rt



RECEI-ED



EPE)SES



RATIO



5B274.@3 [email protected] 63462.1@ 6173.3 5662.47



66663.27 4573.5B [email protected] 1173.41 @B733.B



7B.77 7B.B [email protected] 7.27 75.B2
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INTEREST TO EXPENSE EXP ENSE RATIO RATIO 62 60 58 %("  &( "A%



56 54 52 50 48 2008



2009



2010



2011



60



2012



 Fr#m the ab#+e tab!e and &raph it is *!ear that the rati# is de*reasin&. As this rati# sh#%s a de*reasin& trend it si∋"ies that the per"#rman*e #" the *#mpany is n#t satis" satis"a*t a*t#ry #ry.. There sh#u!d sh#u!d be m#re m#re *#ntr# *#ntr#!! #+er #+er the e>pend e>penditu iture re "#r  a*hie+in& *#st bene"it.



5.3 LOAN TO DEPOSIT RATIO



#an is the s#ur*e #" in*#me &enerated by the "inan*ia! instituti#n. And a dep#sit is the t##! "#r ma>imisin& re+enue usin& the better p#ssib!e a!ternati+es. #an t# dep#sit rati# re+ea!s that h#% e""e*ti+e!y the "und is uti!ied and sh#%s the #perati#na! e""i*ien*y #" the #r&anisati#n.  Loans



 Loan to Deposit Ratio Ratio     Deposit 



Tab!e 7.6



EAR



344@  3442 3442  344B 344B  3454 3454  3455 3455 0 3453 S#ur*e< Annua! rep#rt



Rs. In !a:hs



OA)S



DEPOSITS



RATIO



6475@.@4 6B7B1B.45 76B331.67 1@16@.@5 [email protected]@



521@@B.16 337567.2 3B77@6.@B 655B61.@2 61B71.5



5.16 5.@1 5.23 3.51 3.35
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Rati# "r#m the ab#+e *a!*u!ati#ns sh#%s h#% e""e*ti+e!y the "unds are uti!ied. In the year 3453 it sh#%s e""e*ti+e uti!isati#n #" "unds 351 and !#%est in the year 344B516. 5.4 DEBT TO EUITY RATIO



Debt t# E$uity rati# is the m#st imp#rtant rati# t# test the s#!+en*y #" a "irm. This rati# indi*ates the re!ati+e pr#p#rti#n #" debt and e$uity in "inan*in& the assets #" a "irm. The rati# brin&s #ut the e>tent t# %hi*h the "irm is dependent #n #utsiders "#r its e>isten*e and indi*ates the pr#p#rti#n pr# p#rti#n #" the #%ners sta:e in the business. A hi&h rati# means that *!aims #" *redit#rs are &reater than #%ners "unds. E>*essi+e !iabi!ities tend t# *ause ins#!+en*y. This is the m#st un"a+#urab!e situati#n "#r a ban:er, as he may &ain the p#siti#n #" ;ust #ne am#n& the many *redit#rs #" # " the *#mpany.



It is *a!*u!ated as "#!!#%s
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  Debt to Equity Equity Ratio  Ratio 



  debt   Equity



Tab!e 7.



Rs. In !a:hs



EAR



344@  3442 3442  344B 344B  3454 3454  3455 3455 3453 S#ur*e< Annua! rep#rt



DE(T



EUIT



RATIO



52@7B@.B 337B74.61 [email protected] 656714.35 61B@@.15



553B.2 566.63 [email protected]@ 5B553.27 37B34.5B



51.5 51.25 5@.@5 51.4 5.31
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The &raph sh#%s re!ati+e pr#p#rti#n #" debt and e$uity in "inan*in& the assets #" a "irm. Fr#m the year 344B t# 3453 it sh#%s a m#re #r !ess stab!e rati#. 63



 5.5 INTEREST COVERAGE RATIO



It te!!s the ana!ysts the e>tent t# %hi*h the "irms *urrent earnin&s are ab!e t# meet *urrent interest payments. hen this rati# is hi&h it sh#%s that the  business %#u!d earn su""i*ient pr#"its t# pay pay the interest *har&es peri#di*a!!y. peri#di*a!!y. A !#% interest *#+era&e rati# may resu!t in "inan*ia! embarrassment. Interest *#+era&e rati# used t# test the s#!+en*y #" the "irm. These rati#s measure the *apa*ity #" the "irm t# pay interest #n !#ans and debentures re&u!ar!y.  Interest Coverage Ratio  Ratio 



 EBIT   INTEREST 



Tab!e 7.7



EAR



344@  3442 3442  344B 344B  3454 3454  3455 3455 0 3453 S#ur*e< Annua! rep#rt



Rs. In !a:hs



E(IT



I)TEREST



RATIO



574@.7 6531.5 [email protected] 7333.42 [email protected]



56@[email protected] [email protected] [email protected] 3743.B@ [email protected]



4.55 4.52 4.57 4.35 4.52



Fi&ure 7.7
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Hi&her the rati# str#n&er is the abi!ity #" *#mpany t# pay interest. #% rati# may be indi*atin& e>*essi+e use #" debt. Here the rati#s are be!#% 5 and it indi*ates that the *#mpany is n#t &eneratin& su""i*ient re+enue t# satis"y interest e>penses.



5. RETURN ON INVESTMENT



The ROI is the :ey "a*t#r #" pr#"itabi!ity #" a business. It mat*hes the #peratin&  pr#"it %ith the assets, %hi*h earn this this pr#"it. E""i*ient uti!iati#n uti!iati#n #" assets %i!! ha+e a re!ati+e!y hi&h return, %hi!e a !ess e""i*ient use %i!! ha+e a !#% return. Hi&her pr#"itabi!ity imp!ies &reater *ushi#n t# debt h#!ders.



It is *a!*u!ated t# :n#% the pr#"it earned #n its in+estments. ROI measures the #+era!! pr#"itabi!ity #" the "irm and it estab!ishes the re!ati#nship bet%een pr#"it #r return and in+estment. It is *#mputed as "#!!#%s< "#!!#%s< 65



  Return on Investment    



 Net profit    544 Capital Capital employe employed d



Tab!e 7.1



Rs.in !a:hs CAPITA



EAR



344@  3442 3442  344B 344B  3454 3454  3455 3455 0 3453 S#ur*e< Annua! rep#rt



)ET PROFIT



E'POED



RATIO



76.27 53@.23 6255.63 3@B.5@ @[email protected]



553B.2 566.63 [email protected] 5B553.27 37B34.5B



.@7 B.32 33.@4 5.13 32.41
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In the year 3453 *#mpany had the hi&hest return #n in+estment rati# 32.41 and !#%est in the year 3442 .@7.



5.! RETURN R ETURN ON O N TOTAL ASSETS 66



 It is an indi*at#r #" earnin& p#tentia! #" t#ta! asset #" the *#n*ern. It is a!s# e>pressed in per*enta&es. It estab!ishes the re!ati#nship bet%een the net pr#"it and t#ta! asset %hi*h in*!udes b#th *urrent assets and "i>ed assets. The "#rmu!a is as "#!!#%s



 Return on total total assets 



 EBIT  TTAL ASSETS



Tab!e 7.@



EAR



344@  3442 3442  344B 344B  3454 3454  3455 3455 3453 S#ur*e< Annua! rep#rt



Rs.in !a:hs



E(IT



TOTA ASSETS



RATIO



574@.7 6531.5 [email protected] 7333.42 [email protected]



6B1B2.35 [email protected] 1B6774.65 264722.75 54413@@.17



4.62 4.13 4.7@ 4.13 4.75
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Fr#m the ab#+e tab!e it is *!ear that the *#mpany had the hi&hest return #n assets rati# in the year 344B and 3455 and the !#%est in the year 3442. The *#mpany is %itnessin& a &radua! de*rease in return #n t#ta! asset rati# in ea*h year.
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 CHAPTER  LIMITATIONS OF THE STUDY AND CONCLUSION
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 LIMITATIONS LIMITATIONS OF THE STUDY  Credit ris: mana&ement is the area #" strate&i* de*isi#n ma:in&, the



instituti#n ma:es the dis*!#sure #" the *#n*erned data #n!y t# a !imited e>tent.  The study is entire!y based #n numeri*a! "i&ures and n# $ua!itati+e "a*t#rs are ta:en in t# *#nsiderati#n "#r the purp#se #" the study.  a*: #" time is a !imitin& "a*t#r.  The study is !imited "#r a peri#d #" 7 years, hen*e the resu!t *an be app!ied "#r that peri#d #n!y.  The study is !imited t# the Head O""i*e #" /SFE s# that it *ann#t be &enera!ied.  The *#mpany didnt pr#+ide the datas pub!ished #" the !ast t%# years 3453056 and 345605, its a ma;#r b!#% t# the per"e*ti#n #" this study.  (usy %#r: s*hedu!e #" #""i*ia!s.



CONCLUSION The ana!ysis #" *redit ris: mana&ement #" the /era!a State Finan*ia! Enterprises "r#m the "inan*ia! year 344@ t# 3453 re+ea!s that the #r&anisati#n is a*hie+in& sustainab!e per"#rman*e t# a *ertain !imit. (ut the datas #" the year 3453 are n#t satis"a*t#ry. It is the #n!y su**ess"u! #+ernment #%ned )#n0(an:in& "inan*ia! instituti#n in /era!a. /SFE ensures e$uitab!e distributi#n #" %ea!th and redu*es the impa*t #" interest in the e*#n#my !i:e in"!ati#n and instabi!ity in the e*#n#my. /SFE is a he!pin& hand t# the State #+ernment as it he!ps t# raise !#t #" "und t# the #+ernment Treasury. Treasury. The su**ess #" the "irm &reat!y depends depend s #n the e""i*ient mana&ement #" assets and !iabi!ities.
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 Annua! rep#rts 344@042 t# 3455053 #" /SFE !td. %%%.b##:s.&##&!e.*#.in %%%.:s"e.*#m Finan*ia! 'ana&ement  I ' Pandey
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