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Preface

Vocational Education is a dynamic and evolving field, and ensuring that every student
has access to quality learning materials is of paramount importance. The journey ofthe
PSS Central Institute of Vocational Education (PSSCIVE) toward producing
comprehensive and inclusive  study material s rigorous and time -consuming, requiring
thorough research, expert consultation, and publication by the National Council of
Educational Research and Training (NCERT) . However, the absence of finalized st
material shou Id not impede the educational progress of our students. In response <
this necessity, we present th e draft study material , a provisional yet compr ?é?’ve
guide, designed to bridge the gap between teaching and learning, ungy official
version of the study material is made available by the NCERT . The dra dy material
provides a structured and accessible set of materials for teachers and studeréto utilize
in the interim period. The content is aligned with the prescribed curricWo ensure
that st udents remain on track with their learning objectives.

xO

The content s of the modules are curated to provide continuityQ education and maintain
the momentum of teaching -learning in vocational educﬁé . It encompasses essential
concepts and skills aligned with the curriculum and educatiortal standards . We extend
our gratitude to the academicians, vocational @Jcators, subject matter experts,
industry experts, academic consultants , and @,\Other people  who contributed their
expertise and insights  to the creation ofth e d’g study material

x&
Teachers are encouraged to use th e%@'modules of the study material as a guide and
supplement their teaching with additional,tesources and activities that cater to their
students' unique learning styles needs. Collaboration and feedback are vital,
therefore, we welcome suggesti for improvement , especially by the teachers, in
improving upon the content @0 study material

This material is copyrig)@’and should not be printed without the permission of the

NCERT-PSSCIVEQ'(,
&

CJ\ Deepak Paliwal
@@ (Joint Director)

g PSSCIVE, Bhopal
Date: 20 June 2024
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MODULE 1 BANKING TRANSACTIONS

Module Overview

Cash is money in the physical form of currency, such as coins and banknotes.

The English word cash came from the Italian word for " strong box " (a box in
which money was kept) and its actual meaning is " money box ", and later it.
became simply Omoneyd6. Cash is viewed ¢

case of a structural or conditional negative cash flow, or financial markets, -
but to avoid recession. ’

Banking transactions encompass a wide range of activities conducted by
individuals, businesses, and institutions through banks. These transactions
facilitate the movement of funds, financial management, and various banking”
services. These transactions coll ectively form the backbone of -banking
operations, providing individuals and businesses with the means to manage
their finances, access credit, and engage in economic activities. The evolution

of technology has significantly transformed the landscape’ ‘of ban king
transactions, making them more efficient, accessible, and secﬁre.

Traditionally, cash is used for transactions (Fig. 1.1)., And sometimes, big
transactions require huge amounts of coins or banknétes. And this leads to
another problem to handle such a ma;si\}e quantity of coins or banknotes. We
know that currency notes have  a'certain age and can be easily damaged and
currency notes are not printed fqr'ﬁee. Hence'it becomes an additional burden

for the economy. People have to go to the bank every time to do any banking

transaction and transactions are a ma/jorr'problem for peo ple living where there
IS no banking facility,” And the/,solution to these problems is cashless
transactions; itds a new concept in bar

Fig. 1.1: Cash and Cashless Transaction
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A cashless transaction that is not carried out with money in the form of
physical banknotes or coins, but rather through the transfer of digital
information (usually an electronic representation of money) between the
transacting parties. A cashless transaction can do with Credit and Debit

cards, Unifie d Payment Interface (UPI), Digital currencies such as - Bitcoin.
So, there is no need for cash or to go bank for the transaction.

This module focuses on Banking Transactions. The first session covers the
Deposit Transactions , the second session deals with cash withdrawal,
transactions , the third session discusses  Account Transfers , and the fouﬂﬁ
session explains Payment from Bank Accounts ’

Learning Outcomes

After completing this module, you will be able to:

1 Accurately identify and perform different types of deposit transactions,
including cash deposits and check deposits, understandlng the steps

and requirements for each. Vs

7 Demonstrate how to withdraw cash from their bank accounts using
various methods. ’

1 Execute inter -account and inter ba’hk transfers, learning to use online
banking platforms and understandmg the implications of transfer fees

and processing times. e

1 Make different types of payments from their bank accounts, including
bill payments, electronic fund transfers (EFTs), and using payment
services like debit ca,rds and online payment gateways, while managing
their account balance responsibly.

Module Structure

Session 1: Deposit Transactions

§é§sion 2: Cash Withdrawal Transactions

/

-
/

Session 3: Account Transfers

Session 4 : Payments from Bank Accounts

Session 1: Deposit Transactions

Indian banks now offer both cash and cashless transactions. This session
explained the deposit transactions, types of deposits, deposit insurance and
deposit insurance and Credit Guarantee Corporation. Under regular banking
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transactions, deposit withdrawals, cash withdrawals money transfers fund
transfers, and pay loan insta.

MEANING OF DEPOSIT TRANSACTIONS

Deposit transactions refer to financial activities where individuals or
organizations place money or assets into a bank, financial institution, or
another type of account for safekeeping, investment, or future use. These
transactions typically involve two parties: the depositor (the person or entity
making the deposit) and the depository institution (such as a bank or credit
union) that receives and holds the deposited funds.

TYPES OF DEPOSIT WITH LATEST INTREST RATES

The types of deposit accounts and their interest rates can vary signifipahtly
depending on the country, the financial institution, and the prevailing
economic conditions. Interest rates can also change frequently due to
economic factors and central bank po licies. So, it's essential to check with
specific financial institutions or the latest financial news for the most up -to-
date information: e ’
1. Savings Accounts:  Savings accounts typically offer lower interest rates
than other deposit Laccount s, but the
funds. Interest rates on savings accounts are usually variable and can
range from near 0% to a few percentage points.

2. Checking Accounts: Chec/k,in’g accounts often offer minimal to no
interest on balances. They are primarily used for day -to-day
transactions and paymer]ts/.

3. Certificates of Deposit (CDs): CDs are time deposits with fixed terms,
such as 6 months, 1 year, 5 years, or more. Longer -term CDs generally
offer higher interest rates compared to shorter -term ones.

4. Money Market Accounts (MMAS): MMAs are similar to savings
accounts but typically offer higher interest rates. They may require
higher minimum balances and limit the number of withdrawals per
month.

‘5:‘/High -Yield Savings Accounts: Some banks and online financial

" institutions offer high  -yield savings accounts with competitive interest
rates, often exceeding those of traditional savings accounts. Rates can
vary but may range from 0.5% to 2% or higher, depending on market
conditions a nd the institution.

6. Online Savings Accounts: Online banks often offer competitive interest
rates on their savings accounts due to lower overhead costs. Interest
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rates on online savings accounts can varied depending on the bank and
current market conditions.

7. Fixed Deposit Accounts: In many countries, fixed deposit accounts are
similar to CDs and offer higher interest rates for fixed terms. Rates can
vary widely by country and currency.

8. Foreign Currency Accounts: Banks offer foreign currency deposit
accounts, allowing customers to hold and earn interest on deposits in
currencies other than their local currency. Interest rates on foreign /
currency accounts depend on the specific currency and market .-
conditions. ‘

DEPOSIT INSURANCE

Deposit insurance is a financial safeguard provided by governments or
government -backed agencies to protect depositors' funds held in banks or
financial institutions. The primary purpose of deposit insurance is to maintain
confidence in the banking system and prevent bank runs by assuring
depositors that their money is safe even if the bank/ekperiences financial
difficulties. ’

Deposit Insurance and Credit Guarantee Corporatibn (DICGC)

The Deposit Insurance and Credit Guarantee Corporation (DICGC) is a
statutory body in India that provides deposit insurance to depositors in Indian
banks. DICGC was established un}:ler’ the Deposit Insurance and Credit
Guarantee Corporation Act, 1961, and it operates as a subsidiary of the
Reserve Bank of India (RBI), th(/a'éountry's central bank.

1. Deposit Insurance: . DICGC offers insurance coverage to depositors'
funds held in commiercial banks, cooperative banks, and regional rural
banks in India. This insurance coverage protects depositors in case the
bank fails or faces financial difficulties.

2. Coverage Limit:  DICGC provides insurance coverage up to a maximum
of Rs: 5 lakhs per depositor in a bank. This means that if a bank fails,
e/aéh depositor is eligible to receive up to Rs. 5 lakhs as compensation
_~for their deposits in that bank.

3, Types of Deposits Covered: DICGC covers various types of deposits,
including savings accounts, current accounts, fixed deposits, recurring
deposits, and other types of term deposits. It also covers certain types
of deposits in cooperative banks.

4. Bank Types Covered: DICGC covers both commercial banks (public
and private sector banks) and cooperative banks in India. Cooperative
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banks are further categorized as urban cooperative banks and rural
cooperative banks.

5. Automatic Coverage: Depositors do not need to apply for DICGC
coverage separately. It is automatically provided to all depositors in
eligible banks.

6. Premiums: Banks pay premiums to DICGC based on the amount of
deposits they hold. These premiums are used to fund the deposit
insurance scheme. S

7. Banking Regulations: DICGC's operations are closely tied to the
banking regulations and oversight provided by the Reserve Bank. -of
India (RBI). The RBI supervises and regulates banks in India to ensure
their financial stability. g

8. Financial Stability: DICGC plays a vital role in maintaining confidence
in the Indian banking system. It helps prevent bank runs and provides
a safety net for depositors, contributing to overall financial stability.

9. Changes in Coverage: The coverage limits and other terms of DICGC
insurance can be subject to changes based on government and
regulatory decisions. Therefore, it's essential for depositors to stay
informed about the latest coverage limits and regulations.

Activity 1:  Prepare a chart on understanding the banking transactions

Materials Required:  Whiteboard or flip chart, Markers, Printed materials on types of
banking transactions (provide/d'in the session).

Procedure:

1. Begin by reviewing the session on types of banking transactions, modes of
transactions,”and remittance facilities with the class.

2. Use th/e'\}vhiteboard or flip chart to create a visual representation of the key
concepts discussed in the session.

3. ‘Eﬁgage the students in a discussion about the meaning of deposit transactions
/7 and the various types of deposit accounts with their latest interest rates.

4. Divide the class into small groups and assign each group one type of deposit
account to research further.

5. Find information on interest rates, benefits, and considerations for that specific
type of account.

6. Each group presents their findings to the class, fostering a collaborative
learning environment by preparing the chart.
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7. Conclude the activity by discussing the importance of deposit insurance and
how it contributes to the stability of the banking system.

Activity 2:  Simulated Banking Transactions

Materials Required: Play money (can be created using paper), Transaction forms or
sheets, Calculator, Whiteboard or blackboard.

Procedure:

1. Introduce the concept of banking transactions and the different types of
accounts to the class.

2. Divide the class into pairs or small groups and provide each group with play -~
money, transaction forms, and a calculator. .

3. Assign roles within each group, designating one student as the "customer” and
the other as the "banker."

4. Instruct the customers to perform various transactions, such as . 2
a) Depositing money
b) Withdrawing funds )
¢) Transferring between accounts. , -
5. The bankers must process these transactions r;lc'(:urately.

6. Rotate roles within the groups to ensure each student gets a chance to be both
the customer and the banker. ’

7. After the simulation, facilitate a/di'scussion on the challenges faced, the
importance of accuracy in bankin/g transactions, and the role of trust in the
banking system. e

Activity 3:  Case Study Analy,s'rs' on Deposit Insurance

Materials Required: Casé studies on real -life incidents involving bank failures and
deposit insurance, Computers or tablets for research, Presentation software
(PowerPoint or similar).

Procedure:

1. Divide the class into small  groups and provide each group with a case study on
a/sf)ecific incident involving a bank failure and deposit insurance.

2/./I/nstruct the groups to research the background, causes, and outcomes of the
" incident.

3. Ask each group to create a presentation and summarizing their findings,
including lessons learned and recommendations for preventing similar
situations.

4. Allow each group to present their case study to the class, fostering discussions
on the importance of deposit insurance in different scenarios.

a) Bank failures
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b) Systemic financial crises

¢) Market discipline and risk management

d) Promotion of financial inclusion

e) International banking and cross -border transactions

f) Support for economic growth and development

g) Mitigation of bank runs and financial contagion

h) Consumer protection and trust

i) Reinforces consumer protection and trust in the banking sector.

j) It assures depositors that their hard -earned savings are safeguarded” '

5. Conclude the activity with a group wise discussion on the broader implications
of deposit insurance on financial stability. ’

Activity 4:  Poster making on designing a deposit insurance campaign’

Materials Required: Poster-making materials (poster boards, markers, stickers,
etc.), Printed information on the benefits of deposit insurance -
Procedure: /

1. Explain the concept of deposit insurance and its importance in maintaining
confidence in the banking system.

2. Divide the class into small groups and assign each group the task of designing
a creative and informative poster promoting the benefits of deposit insurance.

3. Provide printed materials on the benefits of deposit insurance for reference.

4. Allow students to unleash thel“r/ creativity by designing visually appealing and
informative posters which contains the following steps:

a) Establishment of débosit insurance scheme
b) Coverage Iin)its/'

C) Enrollmqnt'of financial institutions

d) Monitoring regulation

e) R@k asses sment

5. ‘O/nce the posters are complete, organize a mini -exhibition where each group
presents their poster to the class.

6. Encourage a discussion on the effectiveness of different poster designs in
conveying the message about deposit insurance.

Activity 5:  Banking System Role -Play

Materials Required: Role-play scenarios (provided by the teacher), Costumes or
props (optional)
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Procedure:
1. Create role -play scenarios that involve various banking transactions.
a) Opening an account
b) Making a deposit
¢) Seeking information on interest rates

2. Assign roles to students, including bank tellers, customers, and bank
managers.

3. Provide students with the necessary information about their roles and the -
scenario. ‘

4. Let the students perform the role  -play in front of the class, allowing them to
act out the entire banking transaction process. /

5. Encourage creativity by allowing students to use costumes or props if desired.

6. After each role -play, discuss the experience, highlighting thé importance of
effective communication, understanding customer needs, and following proper
banking procedures. ’

Check your Progress

A. Fill in the Blanks

1. Deposit transactions involve placing money or assets into a
for safekeeping, investment, oquture use.

2. Savings accounts typically offer interest rates compared to
other deposit accounts. .~

3. DICGC provides insyrance coverage up to a maximum of Rs.
per depositor in a bank.

4. Money Market Accounts (MMASs) are similar to savings accounts but

typically offer interest rates.
5. DIC(/ECbperates as a subsidiary of the , the country's central
bank.

B. M,uTt/ipIe Choice Questions
1. What is the primary purpose of deposit insurance?
a) To maximize profits for banks

b) To maintain confidence in the banking system and prevent bank
runs

c) To regulate interest rates

d) To encourage risky investments
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2. Which type of deposit account usually offers the highest interest rates?

a) Savings Accounts
b) Checking Accounts
c) Certificates of Deposit (CDs)
d) Online Savings Accounts
3. DICGC provides insurance coverage to depositors in:
a) Only commercial banks
b) Only cooperative banks
c) Both commercial and cooperative banks
d) Only regional rural banks /
4. What is the coverage limit provided by DICGC per depositof/in a bank?
a) Rs. 1 lakh ’
b) Rs. 5 lakh
c) Rs. 10 lakh
d) Rs. 2 lakh
5. Online banks often offer competitivq jnférest rates due to:
a) Higher overhead costs / '
b) Lower customer satisfac/tioﬁ/
c) Lower operational cpsfs/
d) Limited accessibility
C. State whether the following statements are True or False
1. Checking accbunts are primarily used for long -term investments.
2. DICGC/pr'ovides automatic coverage to depositors in eligible banks.
3. Fi/xx:@/ deposit accounts are similar to Money Market Accounts (MMAS).
4/./15ICGC covers only commercial banks in India.

.5, High -Yield Savings Accounts typically offer lower interest rates than
traditional savings accounts.

D. Match the Columns

COLUMN A COLUMN B
1 Savings Accounts A | Fixed terms, higher interest
rates
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2 Checking Accounts B | Variable interest rates, easy
access

3 Certificates of Deposit (CDs) C | Higher interest rates, limited
withdrawals

4 Money Market Accounts (MMAS) D | Minimal to no interest, day -to-
day transactions

E. Short Answer Questions
1. Explain the primary function of deposit insurance.
2. What is the role of DICGC in the Indian banking system?
3. Name three types of deposits covered by DICGC. /
4. Briefly describe the characteristics of Online Savings Accounts.
5. How do Fixed Deposit Accounts differ from Certificates 6f Deposit (CDs)?

F. Long Answer Questions //’
1. Discuss the significance of deposit transactions in the overall financial
ecosystem. ’

2. Explain the various types of deposit accounts and their respective
advantages and disadvantages. /

3. Analyze the role of DICGC/ih maintaining financial stability and
preventing bank runs in India.

4. Compare and contrast Money Market Accounts (MMAs) with traditional
Savings Accounts. ya

/

5. Evaluate the impact of changing interest rates on different types of
deposit accounts.

G. Check Your Performance

1. Create a practical activity where students can simulate a banking
transaction.

s

2. Involve in role -play as customers and bank employees, using play
money, and practicing various transactions such as deposits,
withdrawals, and transfers.

Session 2: Cash Withdrawal Transaction

A cash withdrawal transaction refers to the process of taking money out of a
bank account or other financial account in the form of physical currency,
typically in the form of banknotes or coins. This transaction allows the account
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holder to access funds that are stored electronically in their account and
convert them into tangible cash. In financial inclusion, the customer has very
common questions, such as how to link the mobile number to the account.

The customer faces very common  problems, such as - document verification
or age verification. So, the responsible person has to understand and resolve
customer queries and complaints (Fig. 1.2).

Fig. 1.2: Customers Queries and Cdmplaints

Source: shorturl.at/EJVXS
RULES FOR WITHDRAWING CASH FRQM BANKS

Withdrawing cash from a bank involvej'cértain standard procedures to ensure
security and transparency. Following are the rules and steps customers must
follow for withdrawing cash from banks:

1. Identification: Cgstémer need to provide valid identification to prove
that they are the account holder. This is usually a government -issued
photo ID like qdfiver’s license or passport.

2. Access Methods:

i A‘I/'M”:// The most common way to withdraw cash is by using an

,A(utomated Teller Machine (ATM). Customer need ATM card and its

associated Personal Identification Number (PIN) to withdraw cash

/ from ATM. When using an ATM, choose one that is in a well -lit,
securelocati on. Avoid ATM&ds wuse in iso

1 In-Person: Customer can visit the bank branch in person and
request a withdrawal. Customer need to fill out a withdrawal slip
provided by the bank and present passbook.

1 Online/Phone Banking: Banks offer online or phone banking
services that allow customer to ma
to log in to their account and follow the prompts.
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3. Withdrawal Limits: Banks often impose a daily limit on the amount
customer can withdraw from an ATM. This limit varies depending on the
bank and the type of account they have.

4. Branch Withdrawal Limit: In -person withdrawals, there may be a limit
on the amount customer can withdraw at the bank branch. This is
higher than the ATM limit.

5. Transaction Fees Depending on customer 0s
there might be fees associated with withdrawing cash. Some accounts
offer a certain number of free withdrawals per month, while others
charge a fee for each withdrawal.

6. Availability of Funds: Ensure that custo me/r 0s h
their account to cover the withdrawal. If they attempt to withdraw more
money than is available, the transaction may be declined, and they may
incur overdraft fees. '

7. Receipt Customerds should receive a r
performed by them. This will show the amount withdrawn, any fees
incurred, and the remaining balance.

8. Security Measures: Cust omer s must keep thei
should not share it with anyone, and avoid using easily guessable
numbers like birthdays or simple sequences.

~

International Withdrawals: /'I' f customerods are wit
an ATM in a foreign country, be aware that there may be additional fees
Or currency conversion qhérges.

HOW MUCH CASH CAN BE WITHDRAWN FROM BANK?

©

The amount of cash c.u sto ncarrwithelraw from a bank depends on various
factors, including the bank's policies, c u st o meeaounistype, and any legal
regulations that may apply in India. Withdrawn from bank is depended on
following factors:

i Bank Policies

_Account Type

AN e

,’0  In-Person Withdrawals
U Automated Teller Machines (ATMs) withdrawals
U Daily Limits
U Weekly or Monthly Limits
U Special Circumstances

U Regulatory Restrictions
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U Security Measures
U Online and Mobile Banking
MEANING OF CASH TRANSACTION

A cash transaction refers to a financial exchange where payment is made
using physical currency, such as banknotes and coins, rather than electronic
methods like credit cards, checks, or digital payment systems. In a cash
transaction, the buyer provides the seller with physical money a s a form of
payment for goods or services. For instance, carrying large amounts of cash '
can be risky, and it may not always be convenient or feasible for certain types -~

of purchases or payments. In some jurisdictions, there are legal requirements

for report ing large cash transactions to relevant authorities to prevent moﬁey
laundering and illicit activities. g

CASH TRANSACTIONS OF A BANK

Cash transactions of a bank refer to the various activities inyolving physical
currency (banknotes and coins) that take place within a bank. These
transactions can occur in different areas of a bank’s operations, involving both
customers and the bank itsel  f. Following are the types of cash transactions:

U Customer Withdrawals: When a customer visits a bank branch or an
ATM and takes out cash from their account, it's considered a cash
withdrawal transaction. This is a cammon service provided by banks to

account holders. /*

0 Customer Deposits: When a customer brings physical currency to a
bank and adds it to their account, it's considered a cash deposit
transaction. This can be done at a bank branch or, in some cases,
through a cash dgp‘dsit machine or ATM.

i Cash Handling'for Businesses: Banks provide cash handling services
for businesses, which includes accepting large sums of cash from
commercial customers and crediting it to their accounts. This is
common for retail businesses that deal with a significant amount of cash
transactions.

E‘J/,Currency Exchange: Banks facilitate the exchange of one currency for

" another, typically for travelers or businesses involved in international
trade. This service involves converting physical currency from one
denomination to another.

U Cash Counting and Verification: Banks have procedures in place to
count and verify the authenticity of cash that is deposited by customers
or received from other financial institutions.
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U Cash Transfers Between Branches: Banks often need to move physical
cash between their various branches. This may occur due to
fluctuations in demand for cash, the need to replenish ATMSs, or to
balance cash levels across different locations.

0 Cash Shipments for ATM Replenishment: Banks are responsible for
maintaining the cash levels in their ATMs. This involves transporting
physical currency to ATMs, which may be done by bank employees or
third -party security companies.

0 Cash Reserves for Central Banks: Banks are required to maintain a
certain amount of cash reserves as mandated by regulatory authorities.”
These reserves are kept in a secure location and are used to manage'the
bank's liquidity. g

U Coin Dispensing: Banks provide coins to customers for various
purposes, such as making change for businesses, vending machines, or
personal use. ’

0 Cash Vault Management: Banks have secu;e vaults where they store
large quantities of physical currency. This is typically for the purpose of
maintaining cash reserves and supplying currency for various banking
operations. '

0 Cash in Transit Services: Some banks offer services for securely
transporting large sums of cash from one location to another, often used
by businesses or institutions  that deal with significant cash
transactions. '/

Activity 1:  Role-Play on Cash Withdrawal Transactions

Materials Required : Fake money (play money or paper cutouts resembling
currency), Props resembling ATM machines or bank teller counters (optional),
Writing materials (paper and pens)

Procedure:
/

1. Divide the students into groups of 4 -5 and distribute the fake money
" evenly among them.

2. Designate areas in the classroom as "ATM machines" or "bank teller
counters" where students can simulate cash withdrawal transactions.

3. Assign roles to each student within their group, such as account holder,
ATM machine, bank teller, and observer.
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4. Instruct the account holders to approach the ATM machines or bank
teller counters with a request to withdraw a certain amount of cash.

5. Encourage students to practice proper etiquette and procedures during
the transaction, such as entering their PIN (Personal ldentification
Number) at the ATM or presenting identification to the bank teller.

6. Highlight any common errors or misunderstandings identified during
the activity and clarify any misconceptions.

7. Summarize the key takeaways from the activity, emphasizing the
importance of responsible financial management and safe transaction -~
practices. '

8. Encourage students to apply the knowledge gained from the activiiy in
real -life situations when managing their own finances. ’

Activity 2:  Cash Transaction Role -Play

Materials Required: Play money (paper cutouts resembling currency), Props
representing bank teller counters, ATMs, cash deposit machines, and
currency exchange desks, ldentification cards (optional), Writing materials
(paper and pens) :

Procedure:

1. Explain the purpose of the activity)an/d introduce the different types of
cash transactions listed in the provided description.

. . i’ .
2. Divide the students into small groups and assign roles, such as bank
n
tellers, customers, and observers.

3. Instruct students to /tak'e turns playing different roles and performing
various cash transactions at the simulation stations.

4. Discuss the experiences and observations of the students

5. Encourage étudents to apply the knowledge gained from the simulation

in real <life situations when  managing their finances.
e

Activitff 3:  Cash Handling Workshop

Materials Required: Play money (paper cutouts resembling currency) ,
Counting trays or cash drawers , Coin wrappers and currency straps,
Counterfeit detection tools (optional), Writing materials (paper and pens)
Procedure:

1. Divide students into pairs or small groups and provide them with play
money and counting trays or cash drawers.
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2. Instruct students to practice counting and sorting different
denominations of play money, using proper techniques learned during
the demonstration.

3. Encourage students to work together and provide feedback to improve
their skills.

4. Facilitate a discussion on the challenges and strategies encountered
during the practice session.

5. Discuss the importance of accuracy, attention to detail, and security
when handling cash in a banking environment.

6. Summarize the key takeaways from the workshop, emphasizing/the
importance of developing good cash handling skills. ’

Check Your Progress

A. Fill in the Blanks

1. Identification is usually verified with a governmegt/ ’ -issued photo ID like
a or o
2. is an Immediate Payment Service that works 24+7.

3. In a cash transaction, payment is madé using physical currency, such
as and ’

4. In , the custom'ér has very common questions, such as
how to link the mobile number to the account.

5. Customer need ATM card and its associated to
withdraw cash from ATM.

B. Multiple Choices Quéstion

1. What is the minimum transaction limit for RTGS (Real Time Gross
Settlement)?

a) Rs. 50,000
b) Rs. 1 lakh
"¢) Rs. 2 lakhs
d) No minimum limit

2. Which service is a real -time payment system that works 24*7 and can
be defined as a combination of NEFT and RTGS?

a) NEFT
b) RTGS
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c) IMPS
d) UPI
3. What information is required to make an NEFT transaction?
a) Mobile number
b) Account Number and IFSC Code
c) UPIID
d) MMID (Mobile Money Identifier)

4. Withdrawing cash from a bank, what is the purpose of providing g"
receipt to the customer? ’

a) To verify the customer's identity
b) To track the customer's spending habits

c) To show the amount withdrawn, fees incurred, and remaining
balance

d) To promote online banking services e

5. What is the primary identification method reqyuired when withdrawing
cash from an ATM? ’

a) Account Number
b) Social Security Number
c) PIN (Personal Identification Number)
d) Passport Number '
C. State whether the followiﬁg statements are True or False

1. Inan IMPS tranSéction, the minimum limit is set quite high to prevent
fraud.

2. UPI transactions can only be made during specific banking hours.

3. 1In ,a(/cash transaction, the buyer makes payment using physical
ourrency, such as banknotes and coins.

4. Daily limits on ATM withdrawals are determined by individual banks
and may vary between account types.

5. Banks are not involved in the currency exchange process; it is solely
done by currency exchange offices.

6. Cash reserves held by banks as mandated by regulatory authorities are
primarily used to provide loans to customers.
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D. Match the Columns

COLUMN A COLUMN B
1 RTGS A | Combination of NEFT and RTGS
2 IMPS B | Money transfer from one bank to another
3 UPI C | Real-time fund transfer
4 Cash Handling for D | Large fund transfers for more than 2 lakhs
Businesses

E. Short Answer Questions

1. Explain the significance of  customer complaints in maintaining a good
relationship between banks and customers. ’

2. How does UPI contribute to real  -time payment systems?
3. What are the key steps in the process of cash w}hdrawal from a bank?
F. Long Answer Question

1. Discuss the role of technology in improving the efficiency of banking
transactions and complaint resolution,

2. Compare and contrast NEFT, RTéS, and IMPS in terms of features,
limits, and speed. /

3. Analyze the challenges and benefits of cash transactions for both
customers and banks .~

G. Check Your Performance

1. Provide stud,ents with scenarios related to cash transactions,
withdrawals, or fund transfers.

2. Students can take turns playing the role of both customers and bank
representatives, practicing effective communication and problem -
solving.

/

/3.” Identify the challenges faced and strategies employed for resolving
customer complaints.

Session 3: Account Transfers

A bank account transfer refers to the movement of funds from one bank
account to another. This can occur within the same bank or between different

banks. It's a common method used by individuals, businesses, and
organizations to move money from one place to another. Bank account
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transfers can be initiated through various channels, including online banking
platforms, mobile banking apps, in -person visits to a bank branch, or by
phone (in some cases). The exact process and options available can vary
depending on the specific bank an  d the technology they employ

RULES FOR BANK ACCOUNT TRANSFER

When conducting a bank account transfer, there are several important rules
and best practices to follow to ensure a smooth and secure transaction. Here
are some key guidelines to keep in mind:

U Accurate Account Information: Double -check and verify - the
recipient's account details, including the account number, IFSC code,
bank details, branch  details ( for transfers), and the recipient's name.
Any errors in this information can lead to misdirected funds.

U Authorized Access:  Customer must have the appropriate-authorization
to initiate a transfer from the source account. This may include
providing authentication through passwords, PINs, or other security
measures. 7 !

U Sufficient Funds: Customer must ensure that they have enough funds
available in the source account to cover the amount we wish to transfer,

including any associated fees.

U Transaction Limits: Be aware, of any transaction limits imposed by
c ust o mmnk.dSeme banks.have daily, weekly, or monthly limits on
the amount you can transfer.

i Currency Exchange (for International Transfers): If customers are
making an international transfer, understand the currency exchange
rates and any asscciated fees. It's important to be aware of potential
fluctuations in eXE:hange rates.

U Timing and Cut -Off Times: Banks have specific cut -off times for

processing transfers. If customer miss the cut -off time, the transfer may
not pbe processed until the next business day. Keep this in mind,
especially if «cusdenmsitvetradsactdnave t i me

u Fees and Charges: Customer must understand any fees associated with
the transfer may have varying fee structures.

U Confirmation and Receipts: Customer 0s mu st keej
transaction confirmation, including any reference numbers or receipts
providedby c u s t o nbank.dlsis can serve as proof of the transaction.

U Security Measures: Be cautious of phishing attempts and ensure you
are using a secure and trusted platform or channel for initiating the
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transfer. Customers must avoid using public Wi -Fi networks when
conducting sensitive financial transactions.

U Account Verification (for Large Transactions): Some banks may
require additional verification for large transfers to prevent fraud. This
could include providing additional documentation or confirming the
transaction through a secondary method.

U Receiving Bank's Policies: Customers must be aware that the receiving
bank may have its own rules and policies regarding incoming transfers. /
These may include processing times and any fees associated with .~
receiving funds. ]

U Cross -Border Regulations (for International Transfers): ,,Cfustomers
must understand and comply with any regulatory requirements or
restrictions that may apply to international transfers, such as anti -
money laundering (AML) and know  -your -customer (KYC) regulations.

TRANSFERING PROCESS FROM BANK ACCOUNT

The process of transferring money from one bank account to another can vary
depending on the banks involved and the methods available. Following are the
steps involved in initiating a bank account transfer:

1. Choose the Transfer Method:

U Online Banking:  Most banks offer online banking services that allow
customers to initiate transfers through their website or mobile app.

i In-Person:. Customerdéds visit a |l ocal bank
representative.

U Phone: Some banks offer phone banking services, where customers
can call and réquest a transfer.

u UPL Peoble prefer to make payments through UPI as it becomes
easier for them to transfer as it has 24*7 facility to transfer.

2. Verify Your Identity: Depending on the method customers choose,
gu'étomers may need to provide some form of identification or
_~authentication. This could include a username and password for online
banking or providing identification at a bank branch.

3. Select the Transfer Type: There are two type of transfer:

U Internal Transfer: If both the source and destination accounts are
with the same bank, customers make an internal transfer, which is
often free and instantaneous.

U External Transfer: For transfers between accounts at different
banks, choose the "external transfer" or "ACH transfer" option.
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Customer 0s need the recipient's 3
account number.

4. Enter the Transfer Details: Input the recipient's account information,
including their account number, bank name, etc . (if applicable) and
specify the amount you want to transfer. Indicate the purpose or memo
for the transfer (e.g., "rent payment," "invoice payment").

5. Review and Confirm: Customer 0s mu-sheck dllo thd |
information they have entered to ensure accuracy, including the
recipient's details and the transfer amount.

6. Authorize the Transfer: If customer is using online banking, they need
toenteraone -time password oruse atwo -factor authentication method.
For in -person or phone transfers, provide the necessary authorization
and verification as required by cust onbankd s

7. Confirmation and Receipt: After the transfer - is initiated and
authorized, customers  must receive a confirmation, which may include
a transaction reference number. Customer need t/os’ave this information
for their records. ’

8. Monitor Your Account: Customers must keep an eye on their bank
account to ensure the transfer is completed as expected. They may
receive email or text notifications from bank regarding the status of the
transfer. -

FUND TRANSFER METHODS g

There are various methods for transferring funds from one account to another,
and the choice of method often depends on factors such as the amount of
money being transferred, the urgency of the transaction, and the accessibility
of banking services. F,ollbwing are fund trans fer methods:

1. Bank -to -Bank Transfer:

U Wire Transfer: This is a method of transferring funds electronically
,bé/tween banks. It's typically used for large sums of money, both

“domestically and internationally. Wire transfers are known for their

| speed and reliability but may come with higher fees.

0 ACH Transfer (Automated Clearing House): ACH transfers are
commonly used for electronic payments, including direct deposits,
bill payments, and more. They are often used for regular, recurring
transactions and can take a few business days to clear.

2. Online Banking:

i Bank's Online Banking Portal: Most banks offer online banking
services that allow customers to transfer money between their own
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accounts and to other accounts, both internal and external. This is
a convenient and widely -used method.

U Mobile Banking Apps: Many banks also provide mobile apps that
enable customers to transfer funds using their smartphones or
tablets.

3. Peer-to-Peer (P2P) Payment Apps: Apps like PayPal, UPI, allow
individuals to send money to each other quickly. These apps are often
used for small, informal transactions among friends and family.

4. Cheque: Writing a cheque is a traditional method of transferring funds.
The recipient can deposit the cheque into their bank account. Howeve*r
it can take several days for a cheque to clear.

5. Money Orders: Money orders are prepaid and can be pufchased at
banks, post offices, or other financial institutions. They arée a secure
way to send money and are often used for transactions where personal
checks are not accepted. '

6. Cash Deposit: We can physically deposit cash into someone else's bank
account by visiting a branch of their bank. This is typically used for
immediate transfers within the same bank.

7. International Transfers: For sending money internationally, various
methods are available, including. ‘wire transfers, international ACH
transfers, international money Qrders, and services.

8. Prepaid Debit Cards: ~ Some prepaid debit cards allow you to load funds
onto the card and then give it to someone as a form of payment. They
can then use the card to withdraw cash or make purchases.

9. Electronic Bill Payment Services: Many banks and online platforms
offer bill payment services that allow you to schedule and automate
payments to service providers like utilities, credit card companies, and
lenders.

Following,a(r/e the regular banking transactions which can be performed by
customer (fig.1.3):
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Fig. 1.3: Regular Banking Transactions
1. NEFT (National Electronic Fund Transfer)

One of the most preferred forms of money transfer from one bank to
another is NEFT. For making an NEFT transaction, two details are
required: :

T Account Number
I IFSC Code

There is no maximum limit on/the amount of money that can be
transferred. However, individugl banks have the right to set a limit.

2. RTGS (Real Time Gross’éettlement)

RTGS is just like NEFT, but how the amount gets credited to another
account and the minimum payment limit is different. Customers use this
service if they /néed to transfer more than 2 lakhs. Also, there is no
maximum upper limit. It takes 30 mins for the t ransaction to complete.

3. IMPS/(Ifﬁmediate Payment Service)
>

Immediate Payment Service abbreviated as an Instant Fund Transfer
Serﬂ}ice that works 24*7. IMPS can also be defined as a combination of
,/l\/lEFT and RTGS. However, to prevent fraud, the minimum limit on the
transaction is set to be quite low. For making an IMP S transaction, all need
to know is the recei v eMPS D alsokoowoas MMID h ¢
(Mobile Money Identifier) and phone number.

4. UPI (Unified Payments Interface)

The Unified Payment Interface abbreviated as UPI is another real -time
payment system that facilitates transactions through VPA (Virtual Payment
Address). Transferring the amount, need not require any account detalil,
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there is the mobile number or the UPI ID. Customers can make UPI
transactions 24*7. However, the upper cap on UPI -enabled transactions is
Rs. 1 lakh.

Activity 1. Prepare a note on understanding bank account details

Materials Required: Pen and paper
Procedure:
1. Begin by explaining the importance of accurate account information

when conducting a bank account transfer.

2. Distribute a worksheet to each student, containing a fictional bank
account transfer form. /

3. Ask students to fill in the recipient's account detalils, ing:luding
a) account number
b) IFSC code e /
c) bank details |
d) branch details /
4. Emphasize the need for precisiéh and accuracy in entering the
information. /’
5. Discuss the completed f'orms as a class, highlighting the potential
consequences of errors in account details.

6. Teacher should evaluate and display the worksheet in class.
Activity 2:  Prepare a chart on transaction limits awareness in the banking
Materials Required: / Whiteboard and markers
Procedure:

/| . T
1. Introduce the concept of transaction limits imposed by banks.

2. Discuss various scenarios where understanding transaction limits is
/s
"~ crucial.

3. Divide the class into small groups and assign each group a specific
scenario (e.g., daily, weekly, or monthly limits).

4. Ask each group to create a short skit or role -play highlighting the
importance of adhering to transaction limits.
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a) Plan their financial activities effectively, such as budgeting
expenses, managing cash flow, and scheduling payments within
the allowed limits.

b) Prevention of unauthorized transactions

c) Avoid exceeding their account balance or daily transaction limits,
which could result in overdraft fees or declined transactions.

d) Compliance with regulatory requirements
e) Protection against account compromise
f) Effective use of banking services

g) Avoidance of transaction delays

h) Enhanced customer experience:

i) Educational opport unit ies

J) Promotion of financial literacy

5. After the performances, have a class discussipn/ about the potential
risks and consequences of exceeding transaction limits.

Activity 3:  Secure Transfer Simulation )
Materials Required: Computers or smartphones, Internet access
Procedure: ’

1. Briefly explain the security méasures required during a bank account
transfer. -

2. Have students pair up and simulate an online bank account transfer
using a secure platform.

3. Provide a checklist of security measures (e.g., using a secure Wi -Fi
connection, checking for phishing attempts) that students must follow
during the simulation.

a) ,'Fhe bank's authentication system verifies her identity before
. granting access.

s

b) Initiating the transfer of amount one bank to another

c) Authorizes the transfer using a secondary authentication method,
such as a one -time password (OTP) sent to her registered mobile
number or email address.

d) Encrypts the transaction details, including account numbers,
amount, and transfer instructions, using secure encryption
protocols.
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e) The bank checks for any suspicious activity or discrepancies before
proceeding with the transfer.

f) Interbank communication to verifies the outgoing and incoming
funds and checks for any potential fraud or irregularities.

g) Both banks send confirmation notifications to informing them that
the transfer has been successfully completed.

h) They update their account passwords and security settings
periodically to enhance account protection.

4. Discuss the experiences and challenges faced by each pair, emphasmng'
the importance of secure practices in financial transactions.

Activity 4:  Cross -Border Regulations Research
Materials Required: Internet access , Research materials
Procedure:

1. Discussthe cross-border regulations associated with international bank
transfers. p

2. Assign each student a country and ask them to research and compile
information on the regulations, such as AML and KYC requirements.

3. Have students present their findings to the class, emphasizing the
diversity of regulations and the importance of compliance in
international transactions. .~

4. Facilitate a class discussion on the challenges and considerations when
transferring funds internationally.

5. Teacher should give/conclusion.
Activity 5:  Prepare a'é:hart on fund transfer methods exploration
Materials Requiredf Chart paper , Markers
Procedure:
1. I/ntr'o;juce various fund transfer methods, such as wire transfers, online
~banking, P2P payment apps, etc.

2 Divide the class into groups and assign each group a specific fund
transfer method.

3. Ask each group to create a visual representation (chart or poster) of their
assigned method, highlighting its characteristics, advantages, and
disadvantages.

4. Groups present their findings to the class, fostering a discussion on the
suitability of different methods in various scenarios.
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5. Conclude by discussing the evolving landscape of financial technology
and its impact on fund transfer methods.

Check Your Progress

A. Fill in the Blanks

1. A bank account transfer involves the movement of funds from one
to another.

2. measures are essential to prevent unauthorized access
during a bank account transfer. ’

3. Ininternational transfers, understanding is crucial dué to
potential fluctuations. ’

4. The time it takes for a transfer to be completed can vary, and internal
transfers are often

5. are often used for small, informal transactions among
friends and family. ’

/
B. Multiple Choice Question

1. What is a crucial step to  prevent misdirected funds in a bank account
transfer? ’

a) Providing additional documenta’tion

b) Verifying the recipient's acc,/(;unt details
c) Using public Wi -Fi ,nef\//vorks

d) Ignoring confirma/lio,n and receipts

2. Which method is-often used for large sums of money in both domestic
and international transfers?

a) ACH//Tre{nsfer
b) Mobile Banking Apps
c) Wire Transfer

/’/d) Peer-to-Peer Payment Apps

' 3. What is a common feature of ACH transfers?

a) Instantaneous processing
b) High transaction fees
c) Use of one -time passwords

d) Multiple business daysto  clear
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4. What is the primary purpose of specifying the amount, purpose, or
memo during the transfer details entry?

a) Enhancing transaction security
b) Providing information to the bank
c) Receiving a confirmation

d) Avoiding transaction limits

5. What should customers be cautious of during the transfer process to .~
prevent fraud? ’

a) Double -checking account details
b) Providing accurate information
c) Avoiding phishing attempts
d) Using public Wi -Fi networks
C. State whether the following statements are True or Fa!se '

1. Online banking is not a convenient and Wjdély -used method for
transferring money between accounts.

2. Currency exchange rates and potentiaf fluctuations are important
considerations only for domestic transfers.

3. Transaction limits are imposed by banks to encourage customers to
transfer larger amounts of money.

4. Wire transfers are known for their slow processing times and lack of
reliability. i

o

Money orders are a secure way to send money and are often used for
transactions where personal checks are accepted.

D. Match the Co[umns

CO&UMN A COLUMN B

1 V\//ife/Transfer A Used for recurring transactions, may take a few
’ days to clear.

2 | Mobile Banking Apps B Method of transferring large  sums
electronically.

3 | Peer-to-Peer Apps C Involves writing a physical document, takes
time to clear.

4 | ACH Transfer D Allows customers to transfer money using
smartphones.
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5 | Cash Deposit E Quick transfer method for small, informal
transactions.

E. Short Answer Questions

1. Explain one security measure that individuals should follow during a
bank account transfer.

2. Provide two examples of additional verification that banks may require
for large transactions. S

/

3. What is the primary purpose of a money order?
F. Long Answer Question

1. Describe the step -by-step process of initiating a bank account transfer
using online banking. )

2. Discuss the factors that individuals should consider when choosing a
fund transfer method. =

G. Check Your Performance ///
Use a mobile app or online banking platform to mimic a bank account
transfer. Keep a record of the actions done and if you can send along a

screenshot showing the confirmation.

Session 4: Payments f rom Bank Account

Payments from bank accounts refer to the process of transferring funds from

a bank account to another party, whether it will be an individual, a business,

or an organization. This/trénsaction involves the movement of money
electronically, and there are var  ious methods and channels through which
payments from bank ‘accounts can be initiated. Customer status, Bank
transactions, Numbe/r of complaints, Targets achieved, review future targets,

SOP (Standard Operating Procedure) for security procedure when handlin g
payment ce;sh' or cheque transaction, Security of customer information (Fig.

1.4).

/
/
/
/

Fig. 1.4: Banking System Administration

Source: shorturl.at/colK3
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INTRODUCTION TO PAYMENT SYSTEM

In the intricate web of global commerce, the payment system stands as the
fundamental infrastructure that facilitates the transfer of funds between
individuals, businesses, and financial institutions. It is the lifeblood of
economic activities, ensuring the smooth circulation of money and
contributin g to the stability of financial ecosystems. The significance of
payment systems lies in their ability to streamline financial transactions,
fostering economic growth, and enhancing the efficiency of various economic
actors. Payment systems play a pivotal r ole in facilitating transactions, acting - g
as the backbone of economic activities. They provide the necessary
infrastructure for individuals and businesses to engage in financial exchanges
seamlessly. The efficiency and reliability of payment systems contribute to financial
stability by ensuring the timely settlement of obligations and reducing uncerta/inties

in economic transactions. 4

Evolution of Payment Systems

the historical evolution of payment systems unveils the journey from primitive
barter systems to the sophisticated digital mechanisms of the present day.
The evolution reflects not only innovations in facilitating transactions but also
the challenges and a daptations in response to the changing dynamics of trade
and commerce. 4

MODES OF PAYMENTS IN A BANK

In India, the banking sector provide’é/ a diverse range of payment modes
catering to the varied needs of customers. the various modes of payments
available within a bank serve as the arteries that carry the lifeblood of
economic activities. These ,m(')des can  be broadly categorized into digital and
non -digital payment methods.

DIGITAL PAYMENT MODES

India has experiefnized a significant surge in digital payment adoption over the
past few yea/rsfdriven by government initiatives, technological advancements,
and changiﬁg consumer preferences. The digital payment landscape in India
includes various modes th  at offer convenience, speed, and security. Following
are/th‘e prominent digital payment modes in India:

" 1. Unified Payments Interface (UPI): UPIl is a real -time payment system
that enables users to link multiple bank accounts to a single mobile
application. It allows seamless peer -to-peer and peer -to-merchant
transactions. E.g. Google Pay, PhonePe, BHIM (Bharat Interface for
Money).

2. Mobile Wallets: Mobile wallets are digital applications that store
payment information securely, allowing users to make electronic
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transactions using smartphones. E.Q.: PhonePe, Mobikwik,
FreeCharge.
3. IMPS (Immediate Payment Service): IMPS is an electronic funds
transfer service that enables instant interbank transactions through
mobile phones. E.g. Banking mobile apps and some third -party apps.
4. BHIM (Bharat Interface for Money): BHIM is a UPI -based app

developed by the National Payments Corporation of India (NPCI). It
directly linked to bank accounts, ensuring secure transactions.

5. Debit and Credit Cards: Physical and virtual cards issued by banks, /

enabling electronic transactions. Point -of-sale transactions, ,-online
payments, and cash withdrawals from ATMs. E.g.: Visa, Mastercard,
RuPay. !

6. Net Banking: Online banking services provided by banks, allowing
customers to access and manage their accounts through the internet.
Fund transfers, bill payments, account statements, and other banking
services can be done through Net Banking. Iﬁ/i’s available on Bank
websites and mobile apps. ’

7. Aadhaar Enabled Payment System (AEPS):'/ AEPS allows customers to
carry out financial transactions using their Aadhaar number and
biometric authentication. -

8. QR Code Payments: QR /code-based payments involve scanning a
merchant's QR code to make payments using a linked bank account or
wallet. E.g. UPI apps, waTIets, and some banking apps.

The digital payment ecosystem in India continues to evolve, with ongoing
innovations and collaborations between financial institutions, fintech
companies, and the g,o\/ernment. The diverse range of digital payment modes
provides users withff[exibility and op tions to suit their preferences and needs.

NON-CASH I?AY'MENT MODES

Non-cash, ﬁ/ayment modes in India encompass a variety of electronic and
paper ;bésed methods, offering individuals and businesses alternatives to
tradjtibnal physical currency. These modes contribute to a more efficient,
secure, and digitally -driven financial ecosystem.

1. Paper -Based Payment Systems: Paper-based payment systems refer
to traditional methods of making financial transactions that involve
physical documents, such as paper instruments, to authorize and
process payments. These systems are tangible and often require the
physical exchange of d ocuments between parties involved in the
transaction. Following are the types of paper -based system:
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a) Cheques: Cheques are written orders from an account holder to their
bank, instructing them to pay a specific amount to the recipient. It
iIs commonly used for business transactions, loan repayments, and
other high -value payments. Cheques may take a few days to clea r.

b) Demand Drafts: A demand draft is a prepaid instrument where the
payer instructs a bank to pay a specific amount to the payee. It is
used for secure transactions, especially for payments across different
cities. Similar to cheques, demand drafts may take a few days for
processing.

2. Card -Based Payment Systems: Card -based payment systems i,nv’élve
the use of physical or virtual cards issued by financial institutions, to
enable electronic transactions. These systems offer a convenient and
widely accepted method for making payments, both in - -person and
online. The two primary types of cards in this category are debit cards
and credit cards. ’

a) DebitCards: Debit cards are linked to the cardholder's bank account
and allow them to make purchases or withdraw cash from ATMs. The
transaction amount is directly deducted from the cardholder's
account. Debit cards are commonly used for everyday expenses and
point -of-sale transactions. !

b) Credit Cards: Credit cards-provide users with a line of credit,
allowing them to make pu;eﬁases on credit up to a predetermined
limit. Cardholders receive a monthly statement, and they can choose
to pay the full balance or a minimum amount. Interest is charged on
the r emaining balance if not paid in full.

3. Electronic -Based‘ Payment Systems: Electronic -based payment
systems involve the transfer of funds through electronic means,
eliminating the need for physical cash or paper instruments. Following
are the'typies of electronic -based payment systems:

a) ,NEFT (National Electronic Funds Transfer): NEFT is a system for
. electronically transferring funds between banks in India. It is
 suitable for both individuals and businesses for low to high -value

transactions. The transactions are settled in hourly batches.

b) RTGS (Real -Time Gross Settlement): RTGS is a real -time fund
transfer system, facilitating large -value transactions with immediate
settlement. It is commonly used for high -value transactions such as
real estate deals and large business transactions. Settlement is done
on a real -time basis.
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c) IMPS (Immediate Payment Service): IMPS is an instant electronic
funds transfer system available 24/7, facilitating interbank
transactions. It is suitable for immediate fund transfers, especially
for smaller transactions. There is Immediate settlement of
transaction.

d) UPI (Unified Payments Interface): UPI enables users to link
multiple bank accounts to a single mobile application, facilitating
seamless peer -to-peer and peer -to-merchant transactions. It s used
for quick and convenient transactions, including person -to-persén
payments and online shopping ’

4. Other Electronic Payment Modes: Other electronic payment modes
encompass various digital methods for conducting financial
transactions. Following are the other electronic payment modes:

a) Mobile Banking: Mobile banking allows users to perform various
banking transactions through mobile devices. It includes fund
transfers, bill payments, and account management. It is Secured
with login credentials and often additional authentication.

b) Electronic Wallets: Electronic wallets or e -wallets are digital
instruments that store money, alloyvihg users to make electronic
transactions. The use is commoh for online purchases, mobile
recharges, and small payments.  E.g.: PhonePe, Google Pay.

c) Cryptocurrencies: Cryptdburrencies, like Bitcoin and Ethereum, are
decentralized digital -currencies enabling secure peer -to-peer
transactions without the need for intermediaries like banks.

d) ACH (Automate,d"CIearing House): ACH is an electronic network
used inthe Module States for financial transactions, including direct
deposits an'd bill payments.

The diverse range of non -cash payment modes in India reflects the nation's
commitment/td fostering a digital economy. These methods offer convenience,
speed, ana security, making financial transactions more accessible to a
broader population and facilitati ng economic growth.

NON-DIGITAL

Non-digital payment modes in India include traditional methods of
transferring value that do not rely on electronic platforms or digital interfaces.

Despite the rapid growth of digital transactions, these non -digital modes
continue to play a significant ro le, especially in areas where digital
infrastructure is limited. Following are non -digital payment modes in India:

1. Cash Payment.  Cash payment refers to the settlement of a financial
transaction using physical currency, such as banknotes or coins, as a
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medium of exchange. In a cash payment, the payer physically hands

over the agreed -upon amount of money to the payee to fulfil  an
obligation or purchase goods and services. This method of payment is
immediate and does not involve any electronic transfers, checks, or

other non -cash forms of payment.

a) Physical Currency: Traditional banknotes and coins issued by the
Reserve Bank of India. It is widely accepted for in -person
transactions, including retail purchases, local services, and daily
expenses. It is universally recognized, no dependency on electronic
systems. ’

b) Coins: Metallic currency issued by the government, used for sma[ller
denominations. Itis commonly used for transactions requiring exact
change, such as public transportation and small purchases. It is
Durable and tactile form of currency. !

2. Gold Coins and Bars:  Physical gold in the form of coins or bars used
for transactions. It is traditional method for gifting during festivals,
weddings, or significant events. It carries tangiblé and inherent value.

3. Barter System: Exchange of goods and services directly without
involving money. Itis rare in modern times but may still occur in certain
comodulat es or informal economies. 1t is based on mutual agreement
and need. ’

Non-digital payment modes provide/flexibility and inclusivity, catering to a
diverse population with varying preferences and access to technology. These
methods coexist with digital modes, offering alternatives that align with
specific transaction requirgm ents and cultural practices.

Activity 1: Pgepare a presentation on  understanding digital payment modes

Materials Beduired: Whiteboard or flip chart, Markers, Handouts with
information on digital payment modes

Proge‘aure:
" 1. Begin by discussing the significance of digital payment modes in the

modern banking system.

2. Explain the evolution of payment systems, emphasizing the shift from
traditional to digital methods.

3. Divide the class into small groups.
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4. Distribute handouts with details about various digital payment modes
mentioned in the text.

5. Each group is assigned a specific digital payment mode (e.g., UPI, Mobile
Wallets, Debit and Credit Cards).

6. Ask each group to create a brief presentation summarizing how their
assigned digital payment mode works, its advantages, and any security
features.

7. Groups present their findings to the class.

8. Discuss the impact of digital payments on financial ecosystems and-’
individual consumers.

9. Conclude the activity by highlighting the importance of understahding
and responsibly using digital payment modes. /

10. Have students reflect on how these modes contributé to economic
growth and financial stability. =

Activity 2:  Prepare chart on non -digital payment m))des exploration

Materials Required: Printed visuals of non -digital payment modes (cash,
coins, gold coins/bars), Flip chart or whiteboard, Markers

Procedure:

1. Briefly review the concept of non  -digital payment modes and their
significance in different contexts.

2. Display visuals of cash, coins, and gold coins/bars.

3. Facilitate a class discussion on the characteristics, uses, and cultural
significance of each non -digital payment mode.

4. Divide the class into groups.

5. Assign each'group one non -digital payment mode (cash, coins, or gold
coins/bars).

6. Ask,g/foups to create a short skit or presentation illustrating scenarios
‘where their assigned mode is used.

) 7. Groups present their skits or presentations to the class.

8. Encourage creativity and cultural insights.

©

. Facilitate a discussion on the coexistence of digital and non -digital
payment modes.

10. Have students reflect on the importance of preserving traditional
payment methods in a rapidly digitalizing world.
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Check Your Progress

A. Fill in the Blanks

1. The payment system is the fundamental infrastructure that facilitates
the transfer of funds  between : , and

2. Digital payment modes in India offer convenience, speed, and security,
contributing to the nation's commitment to fostering a
economy.

3. UPI, or Unified Payments Interface, enables users to link multiple
accounts to a single mobile application. ’

4. is an instant electronic funds transfer system availqbté 2417,
facilitating interbank transactions.

5. Non-digital payment modes in India, such as physical currency, coins,
and gold coins/bars, provide flexibility and inclusivity, catering to a
diverse population with varying preferences and access to

B. Multiple Choices Question /’
1. What is the primary role of payment systemé in economic activities?
a) Facilitating communication / g
b) Ensuring the smooth circulatipn of money
c) Managing transportation Ioéi'stics
d) Enhancing agriculturgl'ﬁfoductivity

2. Which of the following is a digital payment mode used for point -of-sale
purchases and online transactions?

a) Cheques/ /
b) UPI -
C) D;:rﬂand Drafts
d)’ Gold Coins
3 /What does AEPS stand for in the context of digital payments?
' a) Automated Electronic Payment System
b) Aadhaar Enabled Payment System
c) Advanced Encryption and Payment Security

d) All Electronic Payment Services

4. NEFT is suitable for:
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a) Real-time fund transfers
b) High -value transactions with immediate settlement
c) Low to high -value transactions settled in hourly batches
d) Interbank transactions through mobile phones

5. Barter system involves:
a) Direct exchange of goods and services without money
b) Digital transactions
c) Use of credit cards
d) UPI-based transactions

C. State whether the following statements are True or False

1. The evolution of payment systems only reflects innovations and not
challenges in trade and commerce. ’

2. UPI enables seamless peer-to-peer and peer -to-merchant transactions
by linking multiple bank accounts. S

3. Digital payment modes have completely replaced non -digital payment
modes in India. ’

4. Demand Drafts are suitable for immediate fund transfers.

5. Coins are commonly used for transactions requiring exact change, such

as public transportation. / 4
D. Match the Columns /
COLUMN A COLUMN B
1 UPI / 3 A | Written orders for specific payments
2 RTGS 2 B | Real-time fund transfer system
3 Cheq/l;es C | Traditional banknotes and coins
4 / /EDhysicaI Currency D | Electronic funds transfer service
5 IMPS E | Unified Payments Interface

E. Short Answer Questions

1. Explain the significance of payment systems in economic activities.
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2. Name two digital payment modes and briefly describe their
functionalities.

3. What role does the payment system play in the global commerce
ecosystem, and why is it considered the fundamental infrastructure for
economic activities?

4. Differentiate between NEFT (National Electronic Funds Transfer) and
RTGS (Real-Time Gross Settlement).

5. How do non -digital payment modes contribute to financial inclusivity.
F. Long Answer Question

1. Explain the evolution of payment systems from primitive barter systerﬁs
to the sophisticated digital mechanisms of the present day, hlghllghtlng
key innovations and challenges.

2. Discuss the factors that have driven the significant surge in digital
payment adoption in India over the past few years, hlghllghtlng the key
contributors to this growth. /

/ :
3. In the context of non -digital payment modes, explain the cultural
significance of gold coins and bars, and provide examples of when and
why they are traditionally used in India. .-

G. Check Your Performance ,
1. Discuss how the activities of digitél and non -digital payment modes
7

Discuss the advantage of non -digital payment in day to day life.

MODULE 2 BANKING SERVICES TO CUSTOMERS

Module Overview

The Busipe/ss Correspondent (BC) and Business Facilitator (BF) play an
important role in delivering banking services to customers. As in the case of
reguJa/r employees, they are the face of the organisation.

The following aspects of dispensing banking services by a BC/BF to customers
will be discussed in this  module :

1 Scheduling and executing follow -up sessions with the existing and
future customers of the bank (Fig. 2.1) .

1 Reviewing periodically the financial requirements of customers.
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Fig. 2.1: Customer Services-by the BC/BF

The customers with whom the BC/BF interacts belong to all ways of life and

are engaged in varied types of business activities such as small/large -scale
trading, manufacturing, agriculture, and so on. The provision of services to

these customers, especially in areas far away from bank branches, is the key
function of a BC/BF. S

This Module will focus on'the introduction of banking services to customers.

The first session covers the loan and mort aages services, the second session
deals with wealth management services, the third session explains advising
customers services and products and the fourth session discusses recovery

and defaulter management process.

Learning Outcomes

e

e

Attér/ completing this module, you will be able to:
1 Understand the fundamental concepts of loans and mortgages.
1 Explain the various wealth management services offered.
1 Recognize the range of customer services provided by banks.
1

Gain knowledge of the recovery p  rocess for non -performing loans
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Module Structure

Session 1: Loan and Mortgage Services

Session 2:  Wealth Management Services

Session 3: Customer Services

Session 4. Recovery and Defaulter Management Process

Session 1: Loan and Mortgage  Services

Loan and mortgage services refer to financial products and services provided
by financial institutions, such as banks or lenders, to individuals or businesses
seeking financial assistance. Both loan and mortgage services /p/lay crucial
rolesin facilitating financial transactions, enabling individuals and businesses
to access the funds they need for various purposes. Borrowers should carefully
consider the terms, interest rates, and repayment schedules before entering
into any loan agreement. -

MEANING OF LOAN

A loan is a financial arrangement in which a lender provides funds to a
borrower, with the expectation that the,b/()rrower will repay the borrowed
amount along with interest over a specified period. Loans are a common
financial tool used by individuals, ‘busi nesses, and governments to meet
various financial needs, such as purchasing a home, starting a business, or
covering unexpected expenses.

/
s

Secured Loans

1. Home Loan‘ A home loan is a secured loan used to finance the purchase
of a residential property. The property being financed serves as
collateral.

2. /Géld Loan: Gold loans are secured by pledging gold ornaments or assets.

7 Gold serves as collateral, and the loan amount is determined based on
the value of the gold.

3. Loan Against Property: This loan is availed by mortgaging an existing
property. The property serves as collateral, providing a lower risk for the
lender.

4. Loan Against MF and Shares: Borrowers pledge their mutual fund
MODULE s or shares to secure the loan. The mutual fund MODULE s or
shares act as collateral.
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5. Loan Against PF/EPF: Employees can take loans against their
Provident Fund (PF) or Employees' Provident Fund (EPF) contributions.
The accumulated PF/EPF balance acts as collateral.

6. Loan Against FD: A loan against a fixed deposit allows individuals to
borrow against their fixed deposit with a bank. The fixed deposit serves
as collateral.

7. Vehicle Loan: Vehicle loans are used to finance the purchase of
automobiles. The vehicle itself serves as collateral for the loan.

Unsecured Loans

1. Personal Loan: Personal loans are unsecured loans used for various
personal expenses. No collateral is required; approval is based on the
borrower's creditworthiness. ’

2. Student Loan:  Student loans finance education expenées, including
tuition, books, and living expenses. Generally unsecured, based on the
student's potential future earnings.

3. Credit Cards: Credit cards provide a revolving line of credit for
purchases. It is unsecured and no collateral required.

Secured loans offer the advantage of lower, interest rates and higher loan
amounts due to the presence of collateral. In contrast, unsecured loans provide

quick access to funds without the need for collateral but often come with higher
interest rates. The choice between s/eéured and unsecured loans depends on
factors such as the borrower's financial situation, the purpose of the loan, and

risk tolerance. ’

MEANING OF MORTGAGES

A mortgage is a specific type of loan used to finance the purchase of real estate,
typically a home or, pfoperty. In a mortgage arrangement, the property being
purchased serves ‘as collateral for the loan. If the borrower fails to repay the
loan according to the agreed -upon terms, the lender has the right to take
ownership of the property through a legal process known as foreclosure.

FEATURES OF A MORTGAGE

1. Property as Collateral: The property being financed becomes collateral,
providing security for the lender.

2. Down Payment. Borrowers often need to make an initial down payment,
representing a percentage of the property's purchase price.

3. Principal and Interest Payments: Borrowers repay the loan through
monthly payments, covering both the principal amount and interest.
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4. Loan Term: Mortgage loans typically have longer terms compared to
other loans, commonly spanning 15 to 30 years.

5. Fixed or Variable Interest Rates: Borrowers may choose between fixed -
rate mortgages (with a consistent interest rate) or adjustable -rate
mortgages (with rates that can change over time).

6. Homeownership: Upon complete repayment of the mortgage, the
borrower gains full ownership of the property.

Scheduling face -to-face sessions, and executing the same, are crucial jobs ofa - '
BC/BF. Carrying out such visits has to be discussed and keeping in view the -~
basic roles of a Business Correspondent and Business Facilitator. -

The role of a BF is to facilitate bringing new customers to the fold of the bank.

They are authorised to mobilise business for the bank to which they are
attached. They are generally not permitted to carry out financial transactions

on behalf of the bank.

The BC, on the other hand, acts as one of the channels for the delivery of
banking services and enables the customer to do some-financial transactions.
They create and manage transaction points other than the bank branch and
are connected electronically wi  th the parent bank branch. The BC also do work
related to capturing details of the customers required for opening their
accounts, issuing debit/credit cards, etc.

SCHEDULING AND EXECUTING FgLLOW -UP VISITS
The BF visits customers for  (Fig. 2.2)

1. Imparting knowledge about various banking products such as deposit
and loan schemes, insurance plans, etc.

2. Facilitating thelopening of various deposit accounts

3. Obtaining loan applications and verifying the details given therein.

4. Comp“l'et ion of the 6Know Your Cust ome
5. Marl(éting of insurance and mutual fund products,

The BC also visits customers for the above purposes, also undertakes the
following activities:

1. Deposit of money, withdrawal of money, transfer of money among bank
accounts, attending to bank account -related inquiries, issue of receipts/
account statements, etc.

2. Disbursements of small amounts of loans, as permitted

3. Receipt and scrutiny of financial data for review of existing credit limits
before submission to appropriate authority in the bank.
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4. Formation, assistance, and supervision of self -help groups/ joint liability
groups,

5. Assistance in recovery drives against bank defaulters, etc.

N
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Fig. 2.2: Folrdw -up Visits
Source: https:/bit.ly/3nWipfx
A BC/BF has to deal with bank customers engaged in a varied nature of

activities such as small -sc/ale' industries, trading of goods and commodities,
shop keeping, agricultural -cultivation, and allied activities such as food
processing, dairy, poultry, etc.

SCHEDULING FOLLOW -UP VISITS

The key steps tp'be taken by a BC/BF scheduling visits for interface sessions
with customers are:

Planning,ti;ning of the visit: This has to be decided after contacting the
custqmér on mobile or while meeting him. A customer engaged in a particular
aqthiity may be busy sometimes, and relatively free at others. The BC/BF has

to fix the timing of every visit accordingly.

1 Fixing the Day on which the Customer is to be Visited: This has to be
scheduled as per the availability of the customer and his/her convenience.
visits on days when the customer is generally away, for transacting
business, or for some personal work, should be avoided.

1 Deciding the place where the Customer is to be contacted: The BC/BF
should ascertain from the customer the place where he would prefer to be

PSS CENTRAL INSTITUTE OF VOCATIONAL EDUCATION (NCERT), BHOPAL




Business Correspondent \ Facilitator & Grade XI

contacted. BC/BF should intimate the customer over mobile, or otherwise,
just before a visit.

EXECUTING A FOLLOW -UP VISIT

After scheduling a visit, the BC/BF should undertake the same in a proper and
meaningful manner ( Fig. 2.3). To schedule a follow -up, he has to take the
following steps before each visit:

1. Identify the Customer or Refer to his diary/register for customer
information: A BC/BF is supposed to maintain a record of his/her visits
in a diary, as also a register. While starting a visit, he should look up the .~
details of previous visits to the customer and the discussions held during
the same. -

2. Schedule the Session or Update information about the customer
Before executing a visit, the BC/BF should update all the particulars of
each such as his/her latest address, details of banking facilities already
being availed by him, details of documents of loan facilities if any, and
position of the account of the customer. In case there are any overdue
amounts in the account, the same should note d/own.

3. Execute Visit Or Carry details of various products/ schemes: The
bank in which the customer may be interested to execute the visit or
carry details of various products/schemes in a sufficient manner
otherwise, we will be not gett[ng'an authentic record for follow up.

4. During the visit note down the 6etai|s : The BC/BF should discuss the
issues related to his/hef existing accounts and respond to the
customerds- queries. He/ She shoul d

requirements of the ¢ustomer and initiate action for fulfilling the same.

5. Follow -up Action:  After coming back from the visit, the BC/BF should
report details of the interface sessions held with the customers with bank
officials arid start working on meeting their requirements

/

%
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Identify the
customer

Follow-up Schedule the
Action session

Note down details

of the visit Execute the visit

&
Fig. 2.3: Scheduling and Executing an Interface Session with a Customer
/

PERI ODI CALLY REVIEW CUSTOMERSOG FI NANCI A

This is an important function carried out by the BC/BF. The periodic
assessment of the finaneial requirements of existing customers ensures proper
utilisation of the facilities made available to them. This has to be done on an
ongoing basis, atfégular intervals, as per the procedure prescribed by the bank

to which the BC/BF is attached.

The periodﬁ: assessment of financial requirements has to be done in the
customers availing of loan facilities, as also those going in for other products
related to life insurance and general insurance.

LOAN REQUIREMENT

Before Sanctioning a Loan: The BC/BF helps the sanctioning authority and
other bank functionaries in ascertaining the current financial position of the
applicant, their repayment capacity, and the amount of money required by
them for starting the proposed business enterprise. To do so, the relevant
details are collected from the borrower, with supporting documents, wherever
requi red, and the same is incorporated in the loan application form.
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A BC/ BF also helps the bank officials
applicant which contains the details of
income status etc.

A term loan is sanctioned to customers for the acquisition of fixed assets that

have long -term use, such as a house, vehicle, factory building, machinery,

shop, etc. On the other hand, a  cash credit limit is sanctioned to meet the day -
to-day working capital requirements of a business enterprise, such as the
purchase of raw materials, labour charges, etc.

The banks also grant personal loans to their customers to meet the .~
requirements such as expenses to be incurred on travel, medical treatment;”
childreno6s education, or any other iten

The BC/BF assists the bank functionaries in working out the loan requwement
of the applicant.

After Sanction and Disbursement of a Loan : The BC/BF has to observe the
level of business activities of the borrower and find out whether the same is
running on profitable lines. He/She also discusses with/thé borrower whether

more funds are required for the smooth operatlon of his business, and/ or an
increase in the level thereof.

After the assessment, He/She assists the borro’wer in applying for sanction of
an additional loan for meeting the increased financial requirement.

INSURANCE REQUIREMENT

Meeting the insurance requirements of customers is utmost importance, as the
demise of earning family members or destruction of property due to some
calamity can result in a financial disaster, from which it may not be easy to
recover.

The risk of loss of life of a person is covered by Life Insurance , and that of the
risk of losing assets due to fire, theft, earthquake, or some other
mishap/calamity, by ~ General Insurance

The BC/BF/assesses the insurance requirements of all his customers and
helps them in obtaining insurance cover through companies having tie -up
arrangements with the parent bank.

ACTIVITY 1. Prepare a chat on scheduling follow  -up sessions with customers.

Materials Required: Writing material, chart paper sketch pens, reading
material such as books, internet facility.

Procedure:
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1. The students will be divided into groups of six to eight students each.

2. All the group members will collect material for the preparation of the chart
information available on the internet, books, and other relevant
publications.

3. The members of each group will arrange the material so as to use it for
presentation.

a) ldentify the customer
b) Schedule the session
c) Execute the visit
d) Note down the details
e) Follow up action

4. The charts will be submitted to the class teacher who will go‘through the
contents and suggest improvements if needed.

5. The charts will be displayed in the class room. ,

/

ACTIVITY 2: Prepare a presentation on PowerPoint/chart paper on the topic

OPeriodic Review of Customersd financi g

Materials Required: Writing material, c;ha}t paper sketch pens, desktop
computer/laptop, access to the internet, reading material such as books,

research papers, etc. (if available) /
y
Procedure:

/

1. Divide the students into grgubs of five to eight students each.

2. All the group members” will collect material regarding periodic review of
customers® financi al BC/BF forpresmetionusing they
information avaHélbIe on the internet, books, and other relevant
publications. .

3. A preser)tafion on power point, or using a chart/white board, will be
prepa,reﬂ by the members of each group on

a..Loan requirement and b. Insurance requirement

4. A presentation will be made by each group in the class. The group members
will respond to the queries of their fellow students.

5. The teacher will also be present during the presentation. He/she will add
value to the presentation by suggesting improvements and additional
inputs on the topic being discussed.
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Check Your Progress

A. Fill in the Blanks

1. The Business Correspondent (BC) and Business Facilitator (BF) play an
important role in of banking services to customers.

2. The BC/BF serves as the of his parent bank in remote areas.

3. Financial soundness of a bank customer is assessed by the BC/BF

periodically, on an basis.
4. Scheduling a visit means fixing the for visiting a customer.
5. covers the risk of losing assets (such as bljildings,

machinery, furniture, raw material, goods, etc.) due to fire, theft,
earthquake, or some other mishap/calamity. /

B. Multiple Choice Questions
1. The bank customers are engaged in activities such asg
a) Cottage industries /
b) Small scale manufacturing |
c) Running small shops and trading godds/commodities
d) All of the above /

2. Personal financial requirements of a borrower are fulfilled through the
sanction of a .

a) Working capital loan g
b) Term loan 7
c) Personal Iqaﬁ'

d) Any of the above
3. A 91‘/er m |l oand is sanctioned to a ban
a)f ‘Long-term financial requirements.
/‘/b) Short -term financial requirements.
c) Both
d) None of the above
4. The term 6cash creditd means
a) Loan is given for meeting day -to-day business expenses.

b) Aloan is given in cash
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c) Both
d) None of the above
5. The activities of a BC/BF during his visits to a borrower include

a) Observing the business activities of the borrower and the level
thereof.

b) Finding out additional financial requirements of the borrower.
c) Both
d) None of the above

C. State whether the following statements are True or False

1. The BC/BF should not inform the customer in advance before visiting
him. /

2. The amount of loan to be sanctioned is decided through a financial
assessment. ‘

3. Working capital is the money required for the purphése of raw materials
and other day -to-day business expenses such as labour charges,
electricity charges, etc. :

4. The BC/BF should visit a borrower at /thel place of his work only.

5. After sanction of a loan, the BC/BF contacts the borrower mainly for
recovery of the overdue amount of the loan.

D. Match the Columns '/
COLUMN A L g COLUMN B
1 | Working capitallfaCiI}ty A [Financing of fixed assets
2 |Scheduling a Visit B | Updating of borrower details
3 [Term I9ar'1/ C |Loan is given for meeting day -to-day
’ business expenses
4. Pre-visit activity D [Financing of day -to-day business activities
5 | Cash Credit E |Fixing the day, time and place of the meeting.

E. Short Answer Questions

1. What are the preparations that a BC/BF should make before visiting a
customer?
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2. During the visit to a borrower, a BC/BF has to perform certain
functions. What are these?

3. How does a BC/BF assess the financial requirements of an applicant for
a loan product?

4. Explain Secured and Unsecured Loans.
F. Long Answer Questions

1. What are the activities undertaken by a BC/BF while scheduling and
executing a visit to a customer?

2. How are the financial requirements of a loan applicant assessed by. a
BC/BF, and at what stages? ’

G. Check Your Performance

1. Prepare a chart explaining the scheduling and executing customer visits

of a BC/BF.
2. Write down the modalities involved in reviewing the financial soundness
of a customer. y
Session 2: Wealth Management Services
Wealth management services in Indian banks refer to the specialized financial
advisory and investment management services provided to high -net-worth

individuals (HNIs), ultra  -high -net-worth individuals (UHNIs), and affluent
clients. These services go beyond traditional banking and encompass a
comprehensive appr oach to managing and growing a client's wealth. Wealth
management services aim to provide a holistic approach to financial well -
being, offering clients a range of services to manage, grow, and protect their
wealth in line with their unique financial goals and aspirations. The specific
services and features may vary across different banks and financial
institutions.

Benefits of Wealth Management of Banks to Customers

Wealtk/l,/rhanagement services provided by banks offer several benefits to
customers, helping them effectively manage and grow their financial assets.
Following are the key advantages of wealth management:

1. Professional Financial Guidance: Banks provide expert advice and
guidance through their wealth management services, helping
individuals understand financial concepts, set goals, and make
informed decisions about their money.

2. Diverse Investment Choices: With wealth management, customers
gain access to a variety of investment options like stocks, bonds, and
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mutual funds. This allows them to create a well -rounded investment
portfolio, potentially increasing their wealth over time.

3. Risk Protection Strategies: Banks help customers manage risks by
suggesting ways to balance their investments. This ensures that if one
type of investment performs poorly, others may offset the losses,
protecting the customer's overall wealth.

4. Smart Tax Planning: Wealth managers assist in making tax -Smart
decisions, helping customers understand how to minimize taxes ontheir -
investments. This can include using tax -advantaged accounts and
making strategic investment choices. ’

5. Smooth Asset Transfer: Wealth management services aid in plénning
for the transfer of assets to heirs. This ensures that a person's wealth is
passed on smoothly, and banks help in setting up arrangements like
wills and trusts. '

6. Personalized Relationship: Customers benefit from a personal
connection with a dedicated wealth manager. This relationship ensures
that their financial plans are customized to their specific needs, and they
receive ongoing support and advice. |

POST-SALE SERVICES FOR WEALTH MANAGEMENT

The schemes offered by service -oriented organisations, like banks and other
finance companies, are also known as prbducts. The delivery of these products

to customers is called O0saled. The sery
of a product are ca lled post -saré services (Fig. 2.4).

Fig. 2.4: Post -Sale Consumer Services

Source: shorturl.at/efCJ1
The BC/BF has to carry out the following post -sale services (Fig. 2.5):

1 Ensuring that the Credit Facilities to Customers Are Released in time:
In the banking language, credit facilities mean various short -termandlong -
term loans. The basic purpose of a loan is to enable the borrower to deploy
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timely the funds required for running his business enterprise. If there is a

delay in the disbursal of a loan, the business plan of the borrower can stop.
This can also result in the loan account becoming irregular, which is
neither in the interest of the borrower nor in that of the financing bank,

1 Counseling the Customer to Utilize the Loan Amount Properly: The
BC/BF should ascertain that the loan to a customer is used for running
the activity for which it is given and is not spent elsewhere. Using the loan
amount wasteful expenditure can disrupt the business operations, making
it difficult for the borrowert o make repayment of the loan.

1 Finding out about the Additional Loan Amount needed by the
Customer and Arranging for the same: If the customer is facing,a/iack of
funds due to some genuine reasons, such as an increase in business level
or rises in the cost of inputs, the BC/BF should help the customer in the
submission of an application for enhancement in the loan amount.

1 Making the Customer aware of Various Schemes of the Bank: The
BC/BF should inform the customer about various deposit and insurance
schemes being offered by his parent bank, and help him in subscribing to
the same. :

Fig. 2.5: Post Sale Services
Source: https://bit.ly/3hXQM9J
The BC/BF should also carry the publicity material related to various

schemes for information of the customer. He should also explain the salient
features of these schemes to the customers.
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IMPORTANCE OF POST -SALE SERVICE

Providing post -sales services is a very important part of its operations for
Wealth Management (Fig. 2.6) because of the following reasons:

1 It Enhances Customer Satisfaction: Even if a customer is happy with the
quality of provided product or services, an inconvenience or difficulty in
using it can give rise to not only dissatisfaction but also irritation and
anger. In such a case one cannot expect him to approach the company for
further purchase of a product or service. On the other hand, efficient )
rendering of post -sale services makes the customer happy and even
prompts him to recommend the products of the company to his/her friends, -~
and relatives. g

1 Builds up a Positive Image of the Company: Customers who are happy
with post -sale services speak positively about the company and its
productivity while interacting witoh
mouthd publicity plays an ‘i mportant r
the company in the  public mind. ’

1 Enables Improvement in Product Quality: _Th/e feedback and suggestions
received by the company representatives while providing post -sale services

enable the company to bring about further improvements in the product to
increase its acceptability among the public.

9 Selling other Products: During post -sale services, the company executives
come to know the needs of customers for other products. For example,
while interacting with a housing loan customer, if BC/BF comes to know
that he is planning to buy a car, the attractive features of the ¢ ar loan
scheme of his bank can be explained. This may prompt the customer to
avail of this facility also.

f Increasing Business: All the above positive effects of prompt after -sale
services are certain to result in significant business growth. Prompt and
regular (;oh/duct of post -sale services will certainly tempt the existing
customér, also the potential customers to avail more and more services of
the ecompany, whichwill  result st eady growth in the ¢
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Fig. 2.6: Importance of Post -Sale Services

TYPES OF POST -SALE SERVICE TO CUSTOMERS
Post-sale services to customers are: I

9 Delivering forms for Various  Schemes: During visits to
existing/prospective customers, tbe) BC/BF should carry with him blank
application forms for various schemes of the bank. On meeting a customer,
besides talking about the facilities already extended, he should:

U Find out other finangial needs of the customer.

U Suggest deposit'schemes for building up savings for meeting future
needs such as margin for a fresh loan, buying essential consumer items,
and soon.

a Sugges’f subscription to suitable life and general insurance products for
> . :
guarding against mishaps.

_Propose investment in good mutual fund schemes for long -term growth
in the savings portfolio.

e

U Give financial advice to the customer. For example, while interacting
with a customer who is a taxpayer the BC/BF can explain the features
of some tax -saving schemes.

Once the customer decides to subscribe to a scheme, the BC/BF should
help in filling up the application form for the same and completing other
formalities.
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1 Collecting Payments: Wherever authorised by the parent bank, the
Business Correspondent can collect payments from customers towards
repayment of loans taken by them. He can also collect other payments,
such as a premium on insurance policies held by customers.

A Business Correspondent generally puts through money transactions, and
generates receipts for the same, using a mobile, biometric recogniser, and
thermal printer which is handy and easy to operate. He gets a commission
from the bank as per the number of t ransactions handled during a month.

1 Setting up Updates: The BC/BF updates periodically the customer data-
such as the amount due for repayment in loan accounts, details of
premiums due in insurance policies, and so on. These updates may'be
recorded in a register/computer system and should be referred to-before
contacting the customer in person or over the telephone.

1 Reminders: Itis animportant post -sale function of a BC/BF to remind the
customer regarding matters such as(fig.2.7):

Fig. 2.7: Reminder

U Loan installments that have fallen due.
U Documents/formalities that are yet to be completed.
a Prerr)}u}n payments of insurance policies, and so on.

Such rgminders will certainly be welcomed by the customers, as they would
help them in keeping the facilities being enjoyed by them in good order.

Activities

Activity 1. Understanding Post -Sale Services in Banking
Materials Required: Pen and paper , Access to the internet for research

Procedure:
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1. Students can start by researching and understanding the concept of
post -sale services in banking, focusing on wealth management services
as described in the provided text.

2. Encourage students to use reliable online sources, official bank
websites, and financial publications to gather information on post -sale
services and their importance.

3. Based on their research, students can create an informative poster
highlighting the importance of post -sale services in banking, with a_ -
specific focus on wealth management. ’

4. The poster should include key points such as enhancing customer
satisfaction, building a positive company image, enabling product
quality improvement, selling other financial products, and increasing
business. /

5. Students present their posters to the class, explaining the significance
of post -sale services and how they contribute to the ‘overall success of
banking services. P :

6. Encourage class discussions on real  -life examples or scenarios where
effective post -sale services have made a. positive impact.

7. Divide the class into small groups and assign each group a specific post -
sale service mentioned in the case study (e.g., credit facility release,
counseling on loan utilization, ﬂnding additional loan amounts).

8. Each group should create a short role -play scenario depicting the
effective implementation of the assigned post -sale service.

9. After the presentations and role  -plays, facilitate a class discussion on
the importance of post -sale services in banking.

10. Ask s,tudents to reflect on the role  -play activity and share their
insights on how post -sale services can positively impact customer
satisfaction and overall business growth.

Activity 2:- . Practical Application of Post -Sale Services

Materials Required: Blank application forms for various banking schemes ,
Mock checks or payment receipts , Sample bank promotional material

Procedure:

1. Distribute blank application forms for various banking schemes to the
students, mimicking the role of Business Correspondents/Business
Facilitators (BC/BF).

2. Ask students to simulate the process of delivering forms for different
schemes during visits to existing or prospective customers.
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3. Provide mock checks or payment receipts to represent loan installments,
premium payments, or other financial transactions.

4. In a simulated setting, students, acting as BC/BF, should collect these
payments from their peers or create scenarios where payments need to
be collected.

5. Introduce the concept of customer data updates and reminders.

6. Students, playing the role of BC/BF, can maintain a register or
computer system to record updates such as loan repayment amounts, -
insurance premiums due, etc. i

7. Encourage students to engage in role -playing scenarios wheré they
interact with customers, provide information about various -bank
schemes, and offer financial advice. ’

8. After the simulation activities, conduct a class discussion on the
challenges and successes encountered by students in performing these
post -sale services. .

9. Ask students to reflect on the importance of maintaining customer
satisfaction and building long  -term relationships through effective post -
sale services. ’

Check Your Progress

A. Fill in the Blanks -

1. The services offered by any g company, including banks, are called their

2. It has to be ensured 'by/the BC/BF that the loan sanctioned to a customer
is well'in time.

3. The BC/BF __~ periodically the customer data such as the amount
due for repayment in loan accounts, details of insurance premium due, etc.

4. During, the course of providing post  -sale services, the company executives
come to know the needs of customers for

5. During the post -sales visits, the BC/BF can obtain feedback regarding
the financial needs of customers and the extent to which the existing
products are the same.

B. Multiple Choice Questions
1. Post-sale services rendered by a BC/BF do not include
a) Explaining deposit schemes to the borrower.

b) Selling insurance products to the borrower.
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c) Pre-sanction visits to the business premises of the customer.
d) Assessing additional financial requirements of the borrower.

2. For post -sale activities to be effective. a BC/BF should have a good
knowledge of

a) Customer -related policies of his company.
b) Products and services of his company.

c) Both

d) None of the above .

3. Various features of a product/service delivered to a customer shoulcj/b'e
elaborated upon '

a) While selling the product.

b) At the time of delivering the product.

c) After the sale of the product.

d) During all the above stages. e
4. Post-sale activities of a BC/BF include |

a) Observing the business activities” of a borrower and making
suggestions for improvements required in the same, if any.

b) Advising the customer about making his marketing efforts more
effective. 4

c) Both

/

d) None of the above.

5. If the discussions with a customer reveal that he is running short of
funds due to‘an increase in the level of business, the microfinance
executive should advise him to

a) S/(;aﬁ; down his business activities till a new loan is sanctioned.
b) ‘Apply for enhancement in the loan limit.
//c) Both
d) None of the above.
C. State whether the following statements are True or False

1. The additional facilities and services provided to a customer before and
after the sale of a psaldecdsenvieceadl

2. Post-sale activities do not contribute much to the business growth of a
company.
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3. Post-sale activities are more important for companies manufacturing
consumer goods like TVs, refrigerators, washing machines, etc. They are
not of much relevance to service  -providing companies.

4. Making value addition to a product means increasing its selling price.

5. It is one of the important post  -sale duties of the BC/BF to advise the
borrower not to be too ambitious as it is dangerous to increase the level
of business activities too much d it could result in a shortage of working
capital and/or put unnecessary strai n on the installed machinery.

D. Match the Columns

COLUMN A COLUMNB

1 |Preventing the diversion of | A Substantial business growth
the loan amount o

2 |Delivery of senices to | B Tarnishing of compan” yd s | ma g ¢
customers r

3 |An offshoot of dynamic and | C Adding additional features/facilities
progressive post -sale services /

4 | Failure to attend to customer D Regular monitoring of  the business
grievances activities of the borrower  and his

account

5 |Making value addition to a E |Sale of Oproducts?d

product ’
s

/

E. Short Answer Questions
1. Explain the concept of wealth management service?

2. How do effective post -sale services affect the level of customer
satisfaction? *

3. How do excellent post -sale services enhance the reputation of a
company?
e

F. Long Answer Questions
/1:‘/i/vhy IS post -sale service important?
" 2. Elaborate upon the types of post  -sale services.
G. Check Your Performance

1. Prepare a chart on variou s aspects of post -sale services
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Session 3: Customer Services

In this session, we shall be discussing various areas of customer services
handled by a BC/BF attached to a bank ( Fig. 2.8) .

Manage
Customer y
Accounts

Inform/advise Advise
Customers of (Tl {e1os (-1  customers

new service about
Microfinance Microfinance
Products

Responds to
Repetitive
Complaints/Queries

Fig. 2.8: Areas of Cuétomer Service
DUTIES OF A BC/BF TOWARDS CU/8TOMER SERVICES
Manage Customer Accounts e

The customer c”gs' account has to be manag
Managing an account means looking after the needs of the customer related
to the account, and dealing with various issues that arise from time to time.

The customers whose accounts are brought to the books of the bank by the
BC/BF generally resideinfar  -flung areas. It is not convenient for them to visit
the bank branch frequently for carrying out routine transactions or for
resolving problems/queriesre  lated to their accounts. The responsibility to deal
with these customers thus devolves on the BC/BF.

The BC/BF must ensure that the existing customers remain satisfied, and do
not shift their accounts elsewhere. This function of the BC/BF is called
ocust omer retentiono.

The BC/ BF can t hus be call ed an 0Acc
Manager é who deals with the management
area of operation.

The various aspects of account management will be discussed in this session.
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ADVISE THE CUSTOMERS

The banks in India provide customers not only banking services like loans and
deposit schemes -Bet |l ahgo pcodssts |ike
funds. The cross -sel | i ng products ar e nod thesehaee
products of other companies,  such as insurance companies and mutual fund
companies, which the bank sells through its branches and employees on a
commission basis. To do so, the bank enters into a tie -up arrangement with
these companies.

The BC/BF has to thus advise the customers about:
I The smooth operation of the existing deposit and loan accounts .-

f Other products, such as those related to insurance and mutual
funds, are available for subscription through his/her parent bank.

RESPOND TO CUSTOMER'S REPETITIVE COMPLAINTS AND'QUERIES

All complaints and queries received from customers/potent'rél customers in
the area of operation of a BC/BF have to be dealt with promptly (Fig. 2.9), as
any delay in doing so affects the image of the parent bank adversely.

Y ‘ Fig. 2.9: Responding to Customer's Complaints

The con)piaints and queries being received repeatedly naturally deserve special
atter/11i6n, as they point towards the existence of some chronic deficiency in
the complaint handling machinery and/or the communication mechanism.

REPETITIVE COMPLAINTS

A repetitive complaint indicates that something is lacking in the product
delivery system or the post -sale process. The BC/BF should go through these
complaints carefully and identify the deficiencies that are resulting in the
recurrence of the same.
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A failure to deal with a repetitive complaint not only creates a negative image
of the organisation concerned but also affects the reputation of the BC/BF. On
receiving such a complaint, the BC/BF should take the following steps
immediately:

9 Study the contents of the complaint carefully and find out the root
cause problem being faced by the customer.

1 Contact the complainant on phone/in person to find out his/her
point of view.

1 If the solution to the complaint does not fall within the capacity of -
the BC/BF, he should contact the concerned functionaries of the
bank and seek their help.

1 Inform the customer that his complaint is being resolved glvmg him
a firm date by which the needful will be done.

It also has to be borne in mind by the branch functionaries aﬁd the BC/BF
that a customer whose complaint is not dealt within a reasonable time can
also send it to the higher bank authorities and/or to the 'RBI. This can result

in disciplinary action, and a  Iso in the imposition of penalty.

REPETITIVE QUERIES

If a query is being received repeatedly, it means that the process of
communication with customers/potential-customers is lacking somewhere. It
could also mean that the job knowledge of the BC/BF is not up to mark.

Whenever the BC/BF comes to know of a repetitive query, he/she should deal
with it immediately, inform the customer reasons for the delay in responding
and provide complete information about it to the customer.

INFORM AND ADVISE CUSTOMERS FOR NEW PRODUCTS

The banks in India‘are bringing out a good number of new products of their
own, as also cross -selling products, on an ongoing basis to attract more and
more customers. The introduction of new and innovative products with vital
importance to an organisation helps in capturing new business and thus
incregas:fng its market share (Fig. 2.10).
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Fig. 2.10: Inform and Advise Customers about New Products

Source: shorturl.at/IR289

The BC/BF has to continuously update himself about the new products
introduced by his/her parent bank and the features thereof. During the field

visits, he should always carry the brochures of the new schemes and
application forms for subscribing to them. During his/her visits to the
existing/prospective customers, the BC/BF should devote sufficient time to
highlight the salient features of the new schemes. Whenever a customer seems

to be inclined to subscribe to a scheme, the B(;/BF should help to fill out the
application form and complete other formalities.

CREDIT AND DEBIT CARD SERV[CES

Credit card services in India refer to fmancial offerings provided by banks and
financial institutions that enabré individuals to make purchases and
transactions on credit. Thes,e/éervices involve issuing credit cards to eligible
customers, allowing them to borrow funds up to a predetermined credit limit.

Credit card services play a significant role in the Indian financial landscape,
providing individua “Is with convenient and flexible options for making
payments, managing expenses, and accessing various financial benefits.
However, responsible usage is crucial to avoid debt -related challenges and
maximize ;hé advantages offered by credit cards.

Debit card services in India encompass financial offerings provided by banks
to facilitate electronic transactions, allowing account holders to access funds
in'their bank accounts for purchases, payments, and withdrawals. Debit card
services play a crucial role in providing individuals with convenient and secure
access to their bank funds, making transactions more efficient and accessible.
Responsible usage and awareness of security measures are essential for
maximizing the benefits of debit card services.
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ACTIVITY1l. Make a presentation on oOManaging

Materials Required: Writing material, chart paper sketch pens, desktop
computer/laptop, access to the internet, reading material such as books,
research papers, etc. (if available)

Procedure:

1. The teacher will divide the students into groups of five to eight students
each, depending on the total number of students in the class.

2. The members of each group may select two persons to represent the group
in making +a presentation, answering the queries, etc.

3. All the group members will collect material for presentation-using the
information available on the internet, books and other relevant publications
related to process of managing customer accounts.

4. Two or three members will sit together and/a’rrange the material
systematically and in proper order so as to use it for presentation.

5. A presentation on PowerPoint, or using a’/chart/Whiteboard, will be
prepared by the group members i

6. A presentation on the topic will be made by each group in the class. The
group members will respond to ths,/queries of their fellow students.

7. The teacher will also be present during the presentation. He/she will add
value to the presentation by suggesting improvements / additional inputs
on the topic being discussed

ACTIVITY 2:  Prepare a presentation on PowerPoint or chart paper on the topic
oDealing with Repetitive complaintso

Materials Requirea: Writing material, chart paper sketch pens, desktop
computer/lapto’b, access to the internet, reading material such as books,
research papers, etc. (if available)
Procedure:
1. The teacher will divide the students into groups of five to eight students
each, depending on the total number of students in the class.

2. The members of each group may select two persons to represent the group
in making a presentation, answering the queries, etc.

3. All the group members will collect material for presentation using the
information available on the internet, books, and other relevant
publications.
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4. Two or three members will sit together and arrange the material
systematically and in proper order so as to use it for presentation on
process of dealing with repetitive complaints.

5. A presentation on PowerPoint, or using a chart/whiteboard, will be
prepared by the group members.

6. A presentation on the topic will be made by each group in the class. The
group members will respond to the queries of their fellow students.

7. The teacher will also be present during the presentation. He/she will add

inputs on the topic being discussed

Check Your Progress

A. Fillin the Blanks

managerso6 or ©O6relationship managers.

2. Each account manager is assigned  accounts of some customers to provide
services. .

3. Every progressive company is continuously intro{du'cing new and innovative
in the market. ’

4. The function of ensuring that the business of the customer with the
company, and does “not shift el sewhere

5. Bringing new and innovative products/services to the knowledge of existing and
prospective customers enables-the company not only to retain its market share but
also to the same.

B. Multiple Choice Questions

1. Ifthereis a repetijcivé complaint from a customer regarding a lack of working
funds, the BC/BF should

a) Ascer';aih through inquiries and observation of business activities whether
the complaint is genuine.

b)/HeIp the borrower in applying enhancement in credit facilities
) c/) Both
d) None of the above
2. Today BC/BF provides a wide range of services related to
a) Loan products
b) Insurance and deposit schemes

c) Both

value to the presentation by suggesting improvements and additional -~

1.The representatives of the cempany involyv

S
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d) None of the above
3. As an account manager, the BC/BF has to
a) Remain in constant touch with existing customers.

b) Ensure that they continue to deal with his company, and also avail of more
facilities being offered by the company.

c) Both
d) None of the above
4. A query is received repeatedly from a customer pointing towards
a) Knowledge gap on the part of the BC/BF.
b) Absence of effective communication.
c) Both
d) None of the above
5. Inacross -selling arrangement for conducting insurance businéés, the banks

a) Sell the insurance products of the company with which/tﬁe tie -up
arrangement has been made. /

b) The insurance company sells the products of t'he hiicrofinance company
c) Both
d) None of the above

C. State whether the following statemer}s ’ére True or False

1. The work of a loan account manager begins after a loan is disbursed.

2. The basic function of the account manager is to maintain a long -term business
relationship with the account holder.

3. The banks receive a commission on the products of insurance companies and
mutual fund compariies sold by them.

An aggrieved customer of a bank can also complain to the Reserve Bank of India.

D. Match the Columns
/

COLUMN A COLUMN B

1 Cross -selling A maintains long -term business
relationships with customers

2 Bringing new and innovative B come to light, again and again,
products and services to the pointing toward shortcomings in
knowledge of existing / customer services

prospective customers
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3 | Account Manager C sale of a product of a company by
another company on a commission
basis

4 Repetitive complaints D point towards knowledge gaps and

lack of communication skills on the
part of the operating staff

5 Repetitive queries E rapid business development and
budget achievement /

E. Short Answer Questions

1. What do the repetitive queries indicate?

’

N

Write a short note on oOCustbmensoiNewBanand Adv
Productsé.

What do you mean by Debit card service?

What do you mean by credit card service? )
Long Answer Questions ’ -
How should the customer accounts be managed?’P[éase elucidate.

Write a note on (‘)Advixs'lvlincg 0@ u sntaonnaeerés. a b o u

. Check Your Performance

P o M Emok

Prepare a comprehensive write -up° on Ocustomer account m

Session 4: Recovery and Defaulter Management Process

In most banks today, thé function of dealing with defaulters is carried out by

Debt Reco,v'ery Agents (DRAs) hired on a
However, these /days some BCs/BFs are also acquiring the formal
qualifications required for working as a DRA, and are engaged in the defaulter
management process.

Meaning and Features of Overdraft Services

Oyé?draft services are a financial arrangement offered by banks to their
account holders. It allows individuals to withdraw or spend more money than
what is available in their bank account, creating a temporary negative balance.
Essentially, it acts as a s hort -term credit facility, providing flexibility in
managing financial gaps. The following are the main features of overdraft:
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1. Credit Line Extension: An overdraft is like a pre -approved credit line
linked to ¢ u st o mEmkd&scount. It permits them to withdraw funds
beyond their account balance, up to a certain limit set by the bank.

2. Flexible Repayment: Overdrafts are typically short  -term arrangements.
They are meant to cover brief financial shortages. Once custom
financial situation improves, they can deposit money into their account
to bring it back to a positive balance.

3. Interest on Usage: Banks charge interest only on the amount customer
use from the overdraft facility. Interest rates can vary, and it's essentlal
to understand these rates to manage costs effectively.

4. Quick Access to Funds: Overdrafts provide a swift sqlution in
emergencies or situations where immediate funds are required. It
eliminates the need for lengthy approval processes, making it a
convenient option. ’

5. Linked to Checking Accounts: Overdrafts are ‘commonly linked to
checking accounts. When customer make a tran;a(:tion exceeding their
account balance, the overdraft comes into play, preventing declined
transactions.

6. Risk Management: = Banks assess the 'risk profile of the account holder
before approving overdraft facilities. This helps in ensuring responsible
usage and prevents customers from accumulating unsustainable debt.

: . . :
7. Credit Score Impact: Responsible use of overdrafts can positively impact
customers credit score. quéver, misuse or failure to repay promptly may
have adverse effects on their creditworthiness.

DEFAULTER

Whenever a bank loan is sanctioned, an agreement is signed between the bank
and the borrower outlining all terms and conditions governing the loan,
including the modalities of repayment of the loan and interest payable thereon
(Fig. 2.11),"

J
,
/
/
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Fig. 2.11: Defaulter

Source: shorturl.at/ctG01,

It has to be noted carefully by the BC/BF that a loan agreement remains valid
for three years from the date of signing the same. Before the completion of this
period, a revival letter has to be obtai)q’éd from the borrower for renewal of the
agreement. if th is is not done, the bank loses the legal right to recover the loan
given to the borrower. ’

Loan installments are fixed-in such a way that both the principal amount of
the loan and interest applied from time to time in the loan account, are repaid
on depositing all the installments on their due dates.

A defaulter is a-borrower who is not paying the installments and/or the
interest on a bank loan as per the repayment schedule. In some cases, the
inability of a borrower to repay a loan could be due to circumstances beyond

his control. On the other hand, s ome borrower could refuse to make the
r e/p‘/ayment even i f he is capable of doin
defaulterdé When a borrower defaults in
various means are adopted by the bank to recover the overdue amount, such
as reminders to the borrower by way of written notices, personal visits by
bankd6és representatives, initiation of |
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