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EXECUTIVE SUMMARY

industry. It meets around one third of the country's requirement of saleable steel

~ including semi-finished stee]. SAIL's strength lies in its being the largest stee] producer

Primary data were collected from officia] through formal discussions, Secondary data

were collected through annua] reports, records, Jjournals, magazines and manuals of the

Based on the analysis and findings, conclusjons were drawn to improve the future

Debtors Management of the éompany.
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CHAPTER 1

INTRODUCTION



CHAPTER 1
1. INTRODUCTION

1.1 BACKGROUND

costs involved: production and selling cost, administration cost and bad-debt losses, The
firm’s operating profit is maximised when totg] cost is minimised for a given level of
revenue. Optimum credit policy is one which maximises the firm’s value. The value of the
firm is maximised when the incremental or marginal rate of return of an investment is

equal to incremental or marginal cost of funds,



1.2 REVIEW OF LITERATURE

of a balance sheet,
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Financial ratios are the analyst’s microscope; they allow us to get a better view of the

firm’s financial health than Just looking at the raw financial statements,
Ratios are used by both internal and external analysts

* Internal uses
1. planning
2. evaluation of management
* External uses
1. credit granting
'2. performance monitoring
3. investment decisions

* Financial statements report both on a firm’s position at a point in time and on its

operations over some past period.

* From management’s viewpoint, financial statement analysis is useful both as a way to
* anticipate future conditions and
* more important, as a starting point for planning actions
* that will influence the future course of events or

* to show whether a firm’s position has been improving or deteriorating over
time.

Debt Management Ratio
o Implications of use of borrowings
o Creditors look to Stockholders’ equity as a safety margin
» Interest on borrowings is a legal liability of the firm

Interest is to be paid out of operating income

Debt magnifies return and risk to common stockholders

l.PublicDethanagement: TheoryandHistory(Hardcover)

by Rudiger Dornbusch (Editor), Mario Draghi (Editor) "In about 1980s the US public debt
has grown rapidly and raised questions about the sustainability of deficits,.."



Editorial Reviews
Review

"...a very good collection of thoughtful ©ssays on an important policy topic. It can be
Tecommended highly to a]] scholars of fisca] policy and public debt." Journal of Economic
Literature

Book Description
historical research on the welfare €conomics of public debt; how inappropriate debt

management can lead to funding crises; capital levies; debt consolidation; U.S, public debt
history; political influences on debt accumulation; trade-offs between indexation and

2.Public Debt Management by Alessandro Missale

Author(s)ofReview:HenningBohn



invoicés, and ensuring accurate order fulfillment and iﬁvoicing, particularly when a customer

has previously been given the wrong order.; (AN 2252 7386)

6. *The article presents the world's best banks and treasury management software providers
in 2007. Citigroup Inc.'s on-going technology investment, product innovation and
standardization of Citigroup continues to yield. The Globa] Transaction Banking business of
Deutsche Bank AG has been highly regarded in terms of qualitative market indicators, The
integrated bayments and receivgples management solutions of Hongkong and Shanghaj
Banking Corp. (HSBC) have been well received. ; (AN 2441 9065)

7. It? Provides information aboyt the improvement of revenue cycle through the use of an
automated receivaples management information System in health care industry in the U.S.

Determination of the insurance payment; Replacement of patient accounting  system,
Inclusion of the interactive voice Tesponse system.; (4N 787 84688)

3 UNLocCKkING Greater Proﬁtability Jrom Receivaples management By: Sgjer, John G.. Financiq) Executive,
Oct2006, Vol 22 Issue 8, p33-56, 2p;

4 WORLD’S BEST TRESURY PROVIDERS 2007 By: Hawser, Anitq, Global Finance, Mar2007, voi 2
Issue 3, P28-39, 10p;

SAn @utomative Response By: Castellano, Matthew; Scibetta, Steve, hfm (Healthcare F Inancial Management),
Sep2005, vol, 59 Issue 9, p90-92, 3p;



8. It Emphasizes the need for business owners to protect their intellectual property in the
U.S. Efforts of Patrick Jouve's startup, Receivables Management Consultants Corp., to help
companies protect their assets by collecting money owed by their customers; Four main
categories of intellectual property; U.S. trademark owners' need to submit their international
applications through the U.S. Patent Office. (4N 1304 7049)

1.3 OBJECIVES OF THE STUDY

® To study and analyse how effectively the debtors are being managed in Salem steel
plant from year 2003 to 2007.

* To study the credit policy in Salem stee] plant and to give them suggestions regarding
pertinent development and actions to strengthen the receivables management process
of the company.

® To do a comparative analysis between the years 2003 to 2007 regarding the
receivables and increase or decrease in sales of the company.

® To study the various parameters and their influence in receivables management in the

company.

1.4 SCOPE OF THE STUDY




1.5 RESEARCH METHODOLOGY

followed in the study.

1.5.1 TYPE OF THE STUDY

1.5.3 TOOLS FOR ANALYSIS

In order to study and analyse the debtors management of the company the following

tools are used.
* Ratio analysis

* Comparative financia] statement

RATIO ANALYSIS

the concern.



COMPARATIVE FINANCIAL STATEMENT

designed as to provide time prospective to the consideration of varjoug elements of financial
position embodied in such statements.” Such a statement spotlights trends and establishes
relationship between items that appear on the same row of 3 Comparative financia] statement,

Much valuable information is obtained from financia] Statements in this manner,

1.6 LIMITATIONS:



1.7 CHAPTER SCHEME;

LTD., highlights the origin and development, objectives and production, financia] and
working of the company, development programmes and plan of the company

The THIRD CHAPTER gives the macro and MICro scenario with respect to the
hardware industry.

The FOURTH CHAPTER presents the data analysis and interpretation.

The FIFTH CHAPTER gives Summary of

fi
relevant suggestions.

ndings and concludes the study with
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CHAPTER 2

ORGAN[ZA TIONAL PROFILE



CHAPTER-2
COMPANY PROFILE
2.1 HISTORY OF THE ORGANISATION:

Steel Anthority of India Limited (SAIL) is the leading steel-making company in India.
It is a fully integrated iron and steel maker, producing both basic and special steels for
domestic construction, engineering, power, railway, automotive and defence industries and

for sale in export markets.
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2.1. AMAJOR UNITS OF SAIL

Integrated Steel Plants

* Bhilai Steel Plant (BSP) in Chhattisgarh
* Durgapur Steel Plant (DSP) in West Bengal
* Rourkela Steel Plant (RSP) in Orissa
* Bokaro Steel Plant (BSL) in Jharkhand
"« IISCO Steel Plagg (ISP) in West Bengal

2.1. BSPECIAL STEEL PLANTS

* Alloy Steels Plants (ASP) in West Beﬁgal
® Salem Steel Plant (SSP) in Tamil Nady
* Visvesvaraya Iron and Steel Plant (VISL) in Karnataka

2.1. C. SUBSIDIARY STEEL PLANTS

Maharashtra Elektrosmelt Limited (MEL) in Maharashtra,
2.1. D. JOINT VENTURES

¢-commerce,

NTPC SAIL Power Company Pvt. Ltd

A 50:50 joint venture between Steel Authority of India Ltd. (SAIL) and Nationa] Thermal
Power Corporation Ltd. (NTPC Ltd.), it manages the captive power plants at Rourkela,
Durgapur and Bhilaj with a combined capacity of 314 megawatts (MW)

Bokaro Power Supply Company Pvt, Limited

This 50:50 joint venture between SAIL and the Damodar Valley Corporation formed in
January 2002 is managing the 302-MWwW power generation and 1880 tonnes per hour steam

generation facilities at Bokaro Steel Plant.



Mjunction Services Limited

commerce activities in steel and related areas.

SAIL-Bansa] Service Center Ltd

manganese at Bhilaj.

2.2 MANAGEMENT:
22.A Ownership and Management

The Government of India owns about 86% of SAIL's €quity and retains voting control of the
Company. However, SAIL, by virtue of its “Navratna’ status, enjoys significant Operational
and financia] autonomy.

2.2.B MISSION:
Sustained growth through internal generation of resource is the hallmark of corporate
mission of SAJL,

2.2.C VISION:

basis of sound techno-economic considerations,



strips and wide sheets Per annum in the first phase, situated in Tamil Nadu, in September
1981. A decade later in 1991 was augmented to 70000 tons per annum with the addition ofa

second rolling mill.

present. Today the product, ”Salem Stainless” is accepted in national and internationa]
markets as a symbo] of quality.

commissioning.
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2.2.E QUALITY POLICY:
Salem steel plant is committed to build and sustain itself as an organization, which is

customer oriented and innovative, where quality is the hallmark of every activity., SSP

2.2.G GUIDING PRINCIPLES:

® SSP believes that all actions are preventable,
* All employees are responsible for maintaining laid down safety standards.

® Safety standards are incorporated in the procedures.
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2.4 SAIL ORGANISATION PRODUCT MIX

SAIL plants produce a variety of products that meet the exact requirements of a wide variety
of both overseas and domestic customers, The products can be divided into main

products(primary products), alloys and special steels and coal chemicals.

2.4.A MAIN PRODUCTS:
Flat products: plates, HR coils & sheets, CR sheets, TMBP Coils, Galvanised sheets,
Electrolytic tin plates, CRNO electrical sheets.,

Wire Rod.

Railway materials: High conductivity rails and Crane rails, long / heavy rajls, light rails,
crossing sleeper bars, Wheels and Axles, Wheel sets,

Semis: Blooms Billets and Slabs,
Pig Iron: All grades.

Spl sections: MS Arch sections, Z piling , Z bar, Bulb Bars.

2.4.B ALLOY AND SPECIAL STEELS:

ferro manganese, and silico-manganese.
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25 COMPETITIVE STRENGTH OF THE COMPANY

25.A ACHIEVEMENTS:

SAILCON the consultancy division of SAIL was awarded the ISO 9002 certification from
RWTUV, Germany at a function held on august 19 1999 at the companies corporate office,

It has won the Jawaharlal Nehry Memorial Award for pollution free €nergy conservation
methods from the international Greenland society.
management system,

Salem stee] plant has won the “sword of honor « for the years 1984 and 1985 in
recognition for the safety standards and performance.

2.5.B ENHANCING COMPETITIVENESS

infrastructure Support  necessary  to achieve  the enhanced production.
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2.6 SAIL INTO FUTURE:

2.6.A SAIL’S GROWTH PLAN 2010

Bhilai Steel Plant

Durgapur Stee] Plant
Rourkela Steel Plant
Bokaro Steel Plant
IISCO Steel Plant

Alloy Steels plant

Salem Stee] Plant

Visvesvaraya Iron & Steel Plant

2.6.B DYNAMIC ADJUSTMENTS



a production level of 110 MT of crude steel by the year 2020, but also amply reflects the
company’s Vision of achieving market leadership. The target of 110 mt of steel has been

worked out on the basis of a compounded annual growth rate of 7.3% per annum.

2.6.C ENSURING RAW MATERIALS

1. Developing new blocks/mines

2. Maximising production from existing mines



2.6.D SALEM STEEL PLANT (SSP)

After
Expansion

20



2.7BOARD AND ORGANISATION:

NAME OF THE DIRECTORS

1. Shri SK. Roongta

2. Shri K.K. Khanna

Shri Arun Kumar Rath

4. Shri Nilotpal Roy

5. Shri G. Elias

6. Shri V. Shyamsundar

7. Shri B.N. Singh

8. Shri VK. Srivastava

9. Shri G. Ojha

10. Shri R. Ramaraju

11. Prof. Javaid Akhtar
. Dr. Vinayshil Gautam
. Shri S. Bhattacharya

. Shri Shoeb Ahmed

— — p—t
e 9%} [\

Director(Technical),SAIL

Special Secretary & finance advisor

to the government of India

Managing director, IISCO

Joint Secretary to the government of

India

Managing director, Durgapur steel

plant

Managing Director
Rourkela Stee] Plant,

Managing Director
Bokaro Steel Plant

Director (Personnel),SAIL

Managing Director
Bhilai Steel Plant,

Dean, Faculty of Management
Professor
Director (F inance),SAIL

Director (Commercial),SATL

2]
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MACRO-MICRO ANALYSIS
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CHAPTER-3
3. MACRO-MICRO ANALYSIS
3.1Steel Industry - A Global Perspective

50 MT. Steel started getting traded at lower and lower prices. The Asjan €conomic meltdown
in 1997-98 hag a further impact on steg] demand and supply. Demand in Southeast and
Fareast wag reduced by 35-40 MT. Japan wag faced with a weak Yen and Jower demand.
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Only in 2002 the global stee] industry witnessed a turnaround led by growth in China and

prices of steel Tecovered to realistic levels once again,

World Crude Steel Production

| Pr;)duction g MWWME
' Period T | Growth
| Pe ; MT) | Wth

| 1995 | B2 [-050% |
| 199 750 -0.30%
| 1997 799 6.50%
i

1998 777 -2.80% ;
f 1999 788 1.40% J

0,

2000 848 7.60% |
2001 850 0.20% |
2002 | 902 6.10% |
2003¢ 1000 9.70% |

3.1.a INTERNATIONAL STEEL PRODUCERS

® Arbed - LUXEMBOURG

* ARMCO Incorporated - Now AK Steel - UNITED STATES
* Bethlehem Stee] - UNITED STATES

* BHP-AUSTRALIA

* CORUS Group plc - UNITED KINGDOM

® Dofasco - CANADA



3.1.b.

Ispat Inland Inc - UNITED STATES
Kobe Steel - JAPAN

Nippon Stee] - JAPAN

Nucor Corporation - UNITED STATES
Outokumpu Oyj - FINLAND

POSCO - Republic of KOREA

p-t. Krakatau Stee] - INDONESIA -
Rautaruukki Oyj - FINLAND
ThyssenKrupp - GERMANY

Usinor - FRANCE

USX Corporation - UNITED STATES

INTERNATIONAL STEEL ORGANISATIONS

AISE - Association of Iron and Stee] Engineers (AISE)

Indian Steel Alliance

AISI - American Iron and Steel Institute

AIME - American Institute of Mining, Metallurgica] and Petroleum Engineers
American Bureay of Metal Statistics

CISR - Carnegie Mellon University Center of Iron and Stee] Research (U S)
CRU International

EEVL - Edinburgh Engineering Virtya) Library

Eurofer - Europan Confederation of Iron and Stee] Industries,

IISI - internationa] Iron and steel institute

Indian Institute of Metals

Institute of Materials (United Kingdom)

Iron & Steel Society

ISI - Iron and Stee] Institute of Japana

Jernkontoret - Sweden

24
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e SEAIS] - South East Asia Iron and Steel Institute,
® UK Steel Association

3.2. Indian Stee] Industry

An Introduction

Steel is a highly capital intensjve industry ang cyclical in natyre, Its growth is
intertwined with the growth of the economy at large, ang in particular the steel consuming
industries such as Mmanufacturing, housing and infrastructyre. Steel, given ijts backward ang
forward linkages, has 4 large multiplier effect, Economists quantify the €Conomic impact of
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any sector through measures such as the output multiplier effect, forward and backward
effects etc. Based on the Indian input-output model, the Iron, Steel and Ferro Alloys sector
(sector code 72 of CSO Table) reveals high output multiplier of 2.64 and ranks 4 out of | 15
sectors into which the economy is divided. The output multiplier effect is defined as the total
increase in output generation (in case of sector 72, total increage of 2.64 units including
unitary increase of the sector’s own output) for one unijt increases of final demand ip the

Pparticular sector.
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producers account for a majority of long products being produced in the country and some of

the value added flat steel products like cold rolled steel and galvanized stee].

WAY FORWARD FOR THE INDIAN STEEL INDUSTRY

"We still have q number of persons in our country in SAIL, TISCO and other big and smaqjj
steel plants who have the capabilities, T, hey have the wij] Io excel and Iransform the country,

given a long term vision."

"We should be ready to compete i outside markets..._ If our stee] industry gears up in about
3 1o 4 years, Indian steel cqp be both in Indian and foreign markets. Our vision should be

towards this

To help the Indian Steel Industry achjeve its potential and play a meaningful role in India’s
development Some steps need to be taken



to develop raw materia] resources for inputs like iron-ore and coal within or outside the

country. Countries like Japan have already taken similar steps to safeguard their industries.

* Adequate enabling infrastructure such as power, ports, roads, raijl transport is pre-requisite

for the Indian stee] industry to remain competitive,



servicing the domestic demand there is 3 lot of untapped export potential with the industry.
The Government, in line with EXmvm policy 2002-07, should take steps to make Indian

CXports more competitive,

2010) which had revived the long term suffering industry wil] eventually be satisfied by

3.3 SAIL'S BACKGROUND AND HISTORY
3.3.A. THE PRECURSOR

3.3.B.EXPANDIN G HORIZON (1959-1973)



Wire Rod Mill. The last unit of the 1.8 MT phase of Rourkela - the Tandem Mill - was
commissioned in February 1968, and the 1.6 MT stage of Durgapur Steel Plant was

range of quality stee] products catering to the domestic, as well as the export markets and a
large pool of technica] and professional expertise. today, the‘ accent in sail is to continuously
adapt to the competitive business environment and exce] as a business organisation, both
within and outside Indja,



CHAPTER 4
DATA ANALYSIS & INTERPRETATION
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CHAPTER-4
4. DATA ANALYSIS & INTERPRETATION

4.1 CREDIT POLICY OF COMPANY:

(ANNEXURE-1 with relevant attachments therein as ANNEXURES 11) TO 109)
for reference and guidance of al] concerned.

As a rule, stainless steel products from SSP shall be sold against Cash
payment(i.e., against Cheque/DD/Pay Order).For this purpose, each branch shaj] identify

allowed to make Payment record, who can be allowed to make payment by cheque. This
list, to be approved by ED, shall also stipulate a Iimit upto which cheques can be
accepted. It would be necessary to update this ist every year for any addition/deletion

required to be extended to be extended under specific circumstances, approval of the
Competent Authority shall be obtained before commencement of despatch in the
prescribed format (ANNEXURE-IO(S), clearly indicating the period, value etc.,



the Competent Authority.In such proposal , the branch marketing  executive shall
specifically bring forth the requirement as to whether the secured credit shall be

interesting bearing or interest free and for the period so proposed.

4.2 RATIO ANALYSIS

4.2.1. DEBTORS TURNOVER RATIO:

analysis apply debtors turnover to judge the liquidity of debtors,

Credit Sales

Debtors turnover ratio =
Debtors

credit.
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TABLE 4.2

CHART-4.2.1

Debtors T, urnover Ratio Chary
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4.2.2. DEBT COLLECTION PERIOD:

1. In determining the collectables of debtors

2. In ascertaining the company’s co

mparative strength and advantages relative to jtg
credit policy a Performance vis--

vis the competitors credit policies and performance.
. . Debtor.
Debt collection period = SO%orS

S X 3es4
Credit Sales ays
TABLE 4.2

debt collection
period(days)




CHART-4.2.2

§
:
3
3
g

Debt collection period chart
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CATEGORY-WISE:
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TABLE 4.3.2

SECU. FREE CREDIT PVT)
SECU. BEAR. CREDIT(PVT)
SECU.FREE/BEAR,CREDIT(PVT)

UNSEC.FREE CREDIT(GOV.&
PSU)

UNSEC. FREE
CREDIT(PRIVATE)

UNSEC. BEAR.CREDIT(PSU)

L

from 2003-04 to 2006-07
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CHART-4.3.1

[ 2003-04

P —"

@ SECU. FREE CREDIT

(PVT) |

m SECU. BEAR.
CREDIT(PVT)

OUNSEC.FREE
CREDIT(GOV.& PSU)

O UNSEC. FREE
CREDIT(PRIVATE)

W UNSEC.
BEAR.CREDIT(PS U)

|

|

41.52 among the tota] sales of 557.35.

CHART-4.3.2

2004-05

® SECU. BEAR,
CREDIT(PVT)

O UNSEC.FREE
CREDIT(GOV.& PSU)

O UNSEC. FREE
CRE DIT(PRIVATE)

B UNSEC.
BEAR.CREDIT(PS U)




CHART-4.3.3

M SECU. BEAR.
CREDIT(PVT)

0O UNSEC.FREE
CREDIT(GOV.& PSU)

OUNSEC. FREE
CREDIT(PRNATE)

B UNSEC.
BEAR. CREDIT(PSU)




4]

CHART-4.3.4

(PVT)
& SECu. BEAR.
CREDIT(PVT)
OUNSEC.FREE
CREDIT(GOV.& PSU)

O UNSEC. FREE
CRE DIT(PRIVATE)

B UNSEC.
BEAR.CRE DIT(PSU)
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2003-04

2004-05

— 2005-06 2006-07
INVENTORY- 93.89 252.56 “
FINISHED GOODS

1548 1639

18.85

CHART-4.3 5

2003-04

: lNVENTORY-FINlSHED
GOODS

B INVENTORY.- RAW
MATERIAL

2004-05

CHART-4.3.6

B INVENTORY-FiNIS HED
GOODS

B INVENTORY- RAW
MATERIAL




CHART-4.3.7

2005-06

& INVENTORY-FINISHED
D

GOODs

B INVENTORY- RAW

MATERIAL ]

CHART-4.3.8

2006-07

& INVENTORY-FINISHED
GOODS

8 INVENTORY- RAW
MATERIAL

over its inventory, receivables during the year.
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CHAPTER 5
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CHAPTER 5
FINDINGS AND SUGGESTIONS

The debtors Turnover Ratio lies within its upper limit and also maintains g reasonable
level which is usefy] for the liquidity of the firm,
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the company is practising short term, midterm and long term credit terms according to

their customer needs.

% Since the company is collecting large value of debts in short term (<6 months)
duration, the company can have a good working capital to meet its current liabilities,

reserves and surplus, and can also plan its future investments,

< From the financial statement analysis, it is inferred that the company is continuously
reviewing its credit policy over every year and has received all their credits within the

collection period.
CONCLUSION:

Over the years, SAIL grew in size from its first steel plant established at
Rourkela and consecutively to Bhilai, Durgapur, Bokaro, Salem, Durgapur and Bhadravati.
An experienced and committed workforce is the hallmark of the company taking it

successfully through the vagaries of business cycles.

and continuous process improvements to meet its customers and obligations. Through its
continuous efforts to utilise its modernised facilities to thejr full capacity and achieve cost-
effectiveness, SAIL is endeavouring to provide its customers with the benefit of
competitively priced products of world-class quality. To achieve cost leadership, the
company is currently implementing a business restructuring plan which envisages the
separation of all non-core activities into secondary businesses, in addition to regular cost-
cutting measures, including manpower cost. Following restructuring, SAIL will succeed in

consolidating its core strength of producing mild carbon steels and emerge as one of the

its current liabilities, reserves and surplus, and can also plan its future investments. The
company is found to be constantly reviewing its credit policy every year and has acquired all
their credits within the stipulated period. Therefore SAIL is found to stick to jts vision to be a
respected world-class corporation and the leader in Indian steel business in quality,

productivity, profitability and customer satisfaction.
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“Annexure - 10

STEEL AUTHORITY OF INDIA LTD
SALEM STEEL PLANT, SALEM - 636 013 ‘

CREDIT POLICY

BACKGROUND:

1.0

20

21

22

23

2.4

As a commercial organization dealing with production and marketing of steel,
egular cash flow and maximizing return under the prevailing marketing‘conditions
are of critical importance for the Stee] Authority of India Ltd (SAIL). Under the
present market condition, SATL has to compete with other producers both in the
domestic and foreign' market. While marketing against full payment made in

advance is the ideal situation, at times it becomes necessaty to-provide material on

OBJECTIVE;

The Credit Policy aims at laying down guidelines for déciding. the suitability of a
customer for extending credit, minimizing the risk involved and methodology for

" sanction and monitoring credit.

GUIDING PRINCIPLES:

Material should be sold mamly on “cash and carry’” basis or delivery against
Ppayment through negotiation of documents, For the purpose, bank drafts, pay

guidelines énglésed at Annexure — 10 (1).

Materal may be sold 'on'Secur.ed Credit basis on Letter of Credit (L) or Bank

" Guatantee (BG) of adequate amount from 2 Scheduled bagk.

Material may be sold on Unsecured Credit, if deemed necessary, keeping in view
the trade practices and Specific customers’ requirements,

-All proposal for provision of credit shall be processed in consultation with Branch
inance (BF)' / Finance & Accounts Deptt. (FAD), Salem. Sclci{ic_lmcrgéipnfacility .
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3.0

are

4.0

4.1

42

may be extended to customers by the Branch Managers as perdelegadbn of |

powers indicated in the Operational Guidelines. Unsecured Credit facility may be

. provided to customers only with tli; approval of the Executive Ditector, 8P,

CATEGORISATION OF CUSTOMERS:

For the purpose of selling of matesial on credit, customers may be broadly divided
into two categories, namely: - 4

ate I

) Central / State Govt. Departments :
i) . Public Sector Undertakings (whose net worth is positive) | '
iif)  Projects of National / State level importance, including thost funded by
. International Financial Agencies. L o :
iv)  PublicTimited Companies (whose shares are traded regularly)
V) Customers, with whom MoU / He up has been executed.

i) Public Sector Undertaking ( whose net woith-is negative) _ -

i) Public Limited Companies (whose shares are not traded regularly) and
Private Limited Comipanies (ie. closely'held companies). S

if)  HUFs / Partoership / Propretotship firms. - .

While prOcessing proposal for provision of credit, special attention should be paid
to the sec%nd category of customers because of the relatively higher dsk involved.

CREDITLIMITS: .

Based on prey’aﬂing rmarket conditions and business needs, anq}vgﬂrmmgmihgwfor
provision of secured and unsecured credit separately shall be fixed at the beginning
‘of each financial year by Executive Ditector, SSP in consultation with Corporate

- Finance. These limits may be revised in case of necessity arising out of pressing
market conditions with the approval of ED, SSP. Credit, Secured and Unsecured,
provided at any point of time, should not exceed the limit

In case of sale of material against secured credit, the Branch Manager in

consultation with Branch Finaace / FAD, Salem, shall issue mafetial dpainstyalid

banking document(s)- on. appio.val from Regional Manager of SSP Mktg. Over all
position of :

, provision of secured credit shall be-monitored at the Bramch level by
the concerned Branch . Managers of SSP Marketing and FAD, Salem and at ‘the

80

Plant level by HOD l\/ﬂitg and shall be reviewed by ED, SSP, Salem on quarterly
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8.0

8.1

8.2

52

Head of Mktg with CFA

ED, SSP
"ED (CP)

docnments:

approval of Regig}l;%@gcrmégg%gmggedig facility ma

LC / BG after verty,
Opetational guidelines,

METHQDOLOGY FOR S‘A_M _TION OF ¢ REDIT:
_Proposal for credit shaﬂ be 1

rs&l.ze,.s‘t&ﬁt,hecustomermthe prescribed

ot g&genuinenessmaad,,;mliditjzwgﬁ.,,th I

Secured Credit

Unsecured Credit

15 days
30 days -
- 45 days 30 days

(CFA — Concurrence of Finance & Accounts.)

uthority, same cap be
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iv)

. of customer eqjoying cheque facility can be considered for immediate

A&Egzgﬁgj;uhaﬂ _be coﬂéidf‘TPd‘ ()VFfdl]P if not ”Y")AP"OH _____ . d_uem_v__date :a_nd

. February is also counted.

Unsecuted credit sanctioned in respect of all customers shall automatically
lapse on 30™ of June every year, if otherwise not specified in the approval,

BMs of SSP Mktg and FAD, Salem shall maintain a credit register for -

effective monitoring of credit utilisation against limits approved / available.

Credit hmlts of the customers .'shall not be coﬁsidered free unless the

cheque(s) deposited against earlier credits are cleared. However, credit limits

restoration before encashment of cheque(s) to the extent of availabjlity of
cheque limit. ;

applicable penal rate shall be-chargeable on all overdues, |

If both secured .and ~unéecu;’ed credit are over-due from a customer, -
payments should first be adjusted against unsecured credit.

Rate of interest as applicéble on the date of sanction of credit shall be
chargeable. ‘ :

The interest would be charged on annual rate basis on all outstanding over
ues beyond the permitted interest free credit. ‘petiod. The denominator
should be 365 days in casé of otdinary year and 366 days.in case of leap year

in those cases where for calculating number ‘of ‘days for interest, 29%

Secured Credit “limit for individual customers shall be operated and
monitored by the Branch, which had processed the sanction of credit based
on available documents with supporting LC/BG. Transferring balance patt
of secuted credit to a different Branch will not be considered.

While procéssing proposal for execution of . Memorandum of
Understanding, which envisages supply of credit on a long term basis, past
experience with the party should be taken into account. :

) : ' .
The date of conunen,(':e'ment- of credit shall be reckoned from the date of

Commercial Invoice, *

For customers referred to BIFR, the material should be supplied only on
cash basis. In case of BIFR companies, the secured credit may not be -
extended as the operation of BGs/LCs comes to a stay’ while the
proceedings are on.”’ '
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Annexure — 10 (i)

OPERATIONAL GUIDELINES OF CREDIT POLICY
“The following opéfédénal- guidelines may be. followed by all the concerned, while
_implementing the apptoved Credit Policy. :

- 2

1.0 Guidelines for accepting of '.Cheque,s / Dishonour etc:

11 For the purpose of accepting payments for supply of stainless steel / carbon steel
~ products, each branch shall_identify a list' of customers .on..the..basis,.of.past
. herformance, business demandsaad payment history secord, swho can be allowed

~ to make payment by cheque. This 'list. shall be got approved by ED, SSP at the
commencement of every yéar. - - ' o

1.2 ‘This list shall also stipulate a limit upto which cheques can be accepted. It would

- be necessaty to update this list evety year for any addition’/ deletion in the list as

~may be called for. Othet eustomers~or-sich custormers having an indifferent
payment history shall be asked to make payment by Demand Draft.

13 Cheques of Scheduled / Nationalised Banks may be accepted for supply of
.~ stainless steel / carbon steel products. - R : v

14  Refunds against. MRCA. / MR, if any, shall be issued to customers only after
' obtaining confirmation of realisation of proceeds of the cheque.

the case of Govt. Departients, a;quubli_gscc':tor.'ﬁndert,akingg,mf;{é'a special case

~outstation cheques may be accepted, provided the bank collection charges are to
the account of the customer. Bank charges that could not be recovered may be
absorbed with the approval of the Head of Mktg with CFA. '

1.5 _Normally? outstation cheqties-._sha.ll_ not be accepted _ﬁ_rug_ﬂrg;_c‘:ngiggmers. However, in

1.6 RBIL.Cheques.and Cheques of Govt. Depattments may be accepted without any

17 In the event of dishonour of cheques issued by a customer, the cheque facility
_enjoyed by him hitherto may be uqﬂt&%iwyp ‘
1.8 " Cheque facility may be reinstated after an observation pedod of three months, in
respect of customers, whose cheques have been dishonouxed with remarks“sach as
“ insufficient funds”, “effects -not cleared”, please present again” etc. after

obtaining specific approval of competent authority.
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2.3

24

25

26

2.7

28

~-"2.9

2.10

2.11

- required, from a local Advocate 01 one time bagjg.
N QQLMZWWM-WMM*“*‘W~~;. um~ e,

The S@mp. paper yged iy the BG must pbe of the - Lequisite value and should be

e N

P>urché§gd-miﬁﬂfm§lﬁng.b%%msm..Fordetermﬁfqgth“é"‘%?ﬂﬁ"e"“éf“‘thé
- requisite Stamp Paper 5 Pegthe, Stamp  Act of the State, help may pe taken, if

st s I

- Credit agajng; BGs / LCs shay be allowed only’ after satisfying all the above

conditions and tha "BMs ‘concerned should send Proposal(s), in Consultation with
Branch Finance, wherever possible, seeking approval for credit sale as per the
format a¢ Annexure — 10(6) to the respective Regiona] Chiefs of S5p Mktg.

the Heads ¢f Markqti_ng & Finance,  Minor de‘viations,. if ény, in the approved

format of BG, In respect of other_';ustomers? may’ be considered, for which 2

Separate prépofsal‘iﬂdicatiggﬂthe justifications should ke forwarded to Mtke HQ,
which wil] be - Sctutinised and fecommended by the Committee for approval by
the Competent AuthQI:ity, On case to case basis.

- Credit shall pe extended Latest Upto 7 (seven) orking days prior to, the €Xpiry of

the espective BGs/LCs and for outstatiog BGs, the same may be restricted to 10
(ten) working days, : - o

3
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6.0

Documents required for grant of Unsecured Credir

a)

Corporate Guarantee;




7.0

8.0

Excmgﬁon from submission of Documents:

1) Government Dépaftments, Quasi-Government bodies,

Public Sector

Undertak:ings may be exempted from submission of Corporate Guarantee,
Personal Guaratee Bonds, PDCs & Hundi

ly in case of overdue againgt unsecured credit-

In case Payments are oyﬁ;r—duc_‘ (beyond 10 days) against any earlier uﬁsecu:ed
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o - Annexure -10 (2)
DISHONOUR OF CHEQUES - | |
PART - ANOTICE UNDER SEC 138/142 OF THE NI ACT

Dishonour of cheques is a Criminal Offence in terms of Sec.138 of the Negotiable
Instruments Act 1881 (as amended), if cheques are returned unpaid by the Bank on

above, the dishonour of gheques on the ground of "stop payment" will also be an
offence u/s 138 of NI Act. . : :

of Dishonour of Cheques should be obtained from the custdm‘er(s). e

In case of dishonour of cheques, Notice u/s 138 is to be issued by Registered Post
and through courier within 15 days from the date of receipt of intimation from our

or smaller than the cheque amount may render the notice under section 138 invalid
25 pet one of the Judgements of Kolkata High Court. If any payment is received -

between the date of dishonour of cheque and the date of issuance of Notice u/s
138, then the acceptance and acknowledgement of such,payment should be given

only after the Notice u/s 138 is issued. Howevqr, interest should be claimed in the

Such notice should also be delivered by hand under a clear acknowledgement as a
proof of delivery of such notice, This is important since the failire to pay the
cheque amount by the Company / Firm and/or by Director(s) / Partner(s) and all

104
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9.0

1.0

© . proceedings in the Civil Court we. are also entitled to seek an .order from the court

" properties of the delinquent / defaulting customers even 'be»foré-judgernent For

in tettns of Sec 142 of the N.I Act.
subsequent date of service through

For clatity the following example is set out:

A Notice under section 138 is served on 1% May 2001, which was received by the
Drawer / Director(s) and/or Partner(s) of the concerned Company / Firm on 8
May, 2001. Then. the drawer/other Pperson(s) has to make payment by 23 May,
2001. In case of failure to pay the entire cheque amount within 23 May, 2001,
SAIL can file criminal complaint under section 138/142 of the N.I. Act within one
month ie. 22™ June, 2001 to avoid the case being time barred. In view of the
judgement of the Supreme Court in the case .of Sadanandan Bardhan Vs, -
Madhavan Sunil Kumar, the following procedure should be adopted in case of
dishonour of cheque(s).

Once Notice u/s 138 is issued, the cheque(s) should not be represented. However,
only in cases where the advice of the Bank retutning cheque unpaid is to the effect
say for example, "Fund Expected", "Present again" in such cases, we may represent
the cheque provided the notice u/s/ 138 has not been issued. In other words, even
in this case too, cheque(s) should not be represented if notice u/s 138 has been
issued. . :

For any further cladfication, the matter may promptly be referred to Legal Depton
Case to case basis. As already mentioned, for drafting of the Notice under sec.138,
Legal Dept should be contacted immediately and natice should be issued with the
approval of the Legal Dept. ‘ B t .

PART-B FILING OF CIVIL SUITS
% ' | |

In addition to the above, law also permits us to file suit in the concerned High
Court / Civil Court for recovery of our dues, with interest. During the civil

under Otrder 38.rule 5 of the Civil Procedure Code (CPC) for attichment of the -

that; along with the. Plaint, a separate Petition under Order 38 Rule 5 of the CPCis
also to be filed in consultation with the Legal Dept and the Counsel engaged for
: : o .

106




SRR

7.0

9.0

1.0

Y SRR N

in terms of Sec 142 of the N.I Act It has also been held by the Apex Court that if
subsequent.date of service through other mode like Registered Post is taken and if
the Complaint is filed beyond the petiod of one month reckoning from the date of
transmission.of FAX through which Notice u/s 138 has been served, the Criminal
Complaint will not be maintainable being barred by limitation.

For clarity the followiﬁg exémplc is set out:

A Notice under section 138 is served on 1% May 2001, which was received by the

* Drawer / Director(s) and/or Partner(s) of the concerned Company / Firm on 8

May; 2001. Then the drawer/other person(s) has to make payment by 23" May,
2001. In case of failure to pay the entire cheque amount within 23" May, 2001,
SAIL can file ctiminal complaint under section 138/142 of the N.I. Act within one
month ie. 22™ June, 2001 to avoid the case being time barred. In view of the

judgement of the Supteme Court in the case. of Sadanandan Bardhan Vs. -

Madhavan Sunil Kumar, the following procedute should be adopted in case of
dishonour of cheque(s). S .

Once Notice u/s 138 is issued, the cheque(s) should not be represented. However,
only in cases where the advice of the Bank returning chequé unpaid is to the effect
say for gxample, "Fund Expected", "Present again" in such cases, we may tepresent
the cheque provided the nofice u/s/ 138 has not been issued. In other words, even

in this case too, cheque(s) should not be represented if notice u/s 138 has been -

issued. -

For any further clarification, the matter may promptly be referred to Legal Dept on
case to casebasis. As already mentioned, for drafting of the Notice under sec.138,
Legal Dept should be contacted immediately and notice should be issued with the
approval of the Legal Dept. " .

PART -B FILING OF .CIVIL_ SUITS

In addition to the above, law also permits us to file suit in the concerned High
Court / Civil Court for recovery of our dues, with interest. During the civil
proceedings in the Civil Court we are also entitled to-seek an order from the court
under Order 38 rule 5 of the Civil Procedure Code (CPC) for attachment of the
properties of the delinquent / defaulting customers even before jadgement. For

. that, along with the -Pléint, a separate Petition under Order.38 Rule 5 of the CPC is

also to be filed in consultation with the Legal Dept and the Counsel engaged for
the civil suit. SR : '
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1.0

NB: Steps under Part - D should be t

20 .

e Ry ML),

a) Paymegt of Court fee is fixed and'srnall amount of Cour_t fee is involved

-2

GE%

b) Attachment of the properties of Director(s) / Partner (s) / Proprietor (s) will be
possible even if there is no Personal guarantee Bond by thé Director.

ol
;
1

PART-D : FIR WITH THE LOCAL POLICE STATION
' U/S 420 OF 1IPC

aken -only with prior written approval from
Marketing HQ through Legal Dept..

PART-E = ENGAGEMENT OF LAWYERS AND
T MONITORING OF CASES

The Branch must engage best lawyers available at the concerne

d locations in
consultation with the Legal Dept through Matketing HQ.

s
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@  any change in the constitution or style of ouy said client M/g

. Or
your granting time of aay other indulgence to the said M /s
’ —_—
(Name & address of client) :
This guarantee wi]] femain in force upto ' .
Notw1tbstandmg anything contained hereinbefore the bank's liability under this guarantee
1s restricted to Rs, (Rupees ' )- '

Our guarantee shall remain in fy)] force 4l — unless a claim is fileg
against us in watng on or before and payment is ‘made by us 4]

your rghts under thig guarantee shall be forfeiteq and we shall be relieved and discharged
from all liabilifies hereunder. ' .

3) While sub!iu'tdng the bank guarantee, Zonal Office address of
Issuing bank should be given separately,

%
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SPECIAL INSTRUCTIONS
A, Letter of Credit is also available for applicable Sales Tax and Govt. or Municipal
Levies, if any.
B.  This credit is governed by the Uniform 'Cxisfomer and Practices for documentaty

credit (1993 revision) International Chambers of Commerce, Publication No. 500..

C. . Supplementary Invoices against the Delivery Orders allowed to be paid under this
Credit. ' K ‘ _ o -

**In case of Direct Despatch

1) Invoice, 2) Railway Receipt or Lory Challzn

A. Validity of 1.G can be extended for a further petiod of a maximum six monr;hs,l if

, need be, at the request of the beneficiary. -
B."  All bank charges to opener's account.

C. Drafts drawn under this LC are negotiable by (This should be a bank in the town
- where the Branch Sales Offices of SATL is situated ) y only.

D. Stamp Duty to be affixed on the usance drafts will be borne by the accountee (e

the customer) and may be included in the Delivery Order value / draft value.

E. Draft /-D.O. value will include interest for per annum on the value of the D.O.
for a period extending from the date of D.O. to the date of maturity.

F. Reimbursement clause - Negotiating bank may debit to us through branch clearing
general account on due date. ' -

Original Delivery order to be handed over to the authorised representative of the
Company and photocopy of the D.O. to be negotiated.
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Whether lifting is normally

average or erratic?

Was SAIL sole supplier to this
customer for its range of products

If No, what is the SATL's. approx.
share in their purchases? :

Unsecured cred‘it> lumt extended :
- Regular

- One time

Secured Credit operated

No.of .day: credit period.Qperated

Payment performance against

~ Credit sale

Total cedit transactions

Yoage of payment on-due date

- Yoage of paymén’t before due date

Yoage of payment beyond due date

Whether customer pays interest
for delay in payment? '

Any case of Cheque dishonur in
last three years '

" Cheque limit extended

Any overdue outstanding of last -
year, still existing ’
s

Cutrent year status

)
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) Fixed assets excluding re-
valuation net of depreciation

g Current Assets
- Inventory .
- Debtors net of provisions
= Others

h)  Cutrent Liabilities &

Provisions

PROPOSAL:

‘Branch Ménager
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14.

15.
16.-
17.

18.

Overdue outstanding of party as

on date (including U/S credit, if any):  Rs.

Gross outstanding ¢ DD +SYD=Rs.
Overdue outstanding : DD+ SYD =Rs.
Limit available for credit :  Rs.

- Remarks' (others or for rejecting

Proposal)

FINANCE EXECUTIVE

Credit sanctidned as proposed / Credit not sanctioned.

BRANCH FINANCE INCHARGE

BRANCH MANAGER

COMPUTER GENERATED CREDIT AUTHORISATION MEMO NO. /

- DOCUMENT NO.

(Dealing Finance Executive)
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That th.ts gua.ran,tlee. shall rerﬁain in full

Previous written permission of the Co

120

mpany.

force and shall be revoked except with the

For & on behalf of Buyer
(Authorised Signatory with Seal)
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6.1

towards the said debtor shall not prejudice the rights and obligations of the parties -

under THESE‘ PRESENTS.

REVOKED BuT STILL THE Guarantor shall Pay to the Creditor on demand by
virtue of this guarantee hereunder given for the ful] amount or balance amount, as
the case may be, not realised from the said Debtor.

I do also hefeby declare that my,pfoperty mentioned in the schedule below is

hereby charged as Security for bayment of the sajd cheque(s) amount / other dues .

in respect of the transactions, referred to above with interest to SAIL.

The said property is free from all encumbrances and the same shall not be charged,
encumbered not otherwise dealt with by me in any way without getting written
consent from SAIL first 5o long as the saig cheque(s) amount of any part thereof

rfemains uapaid / unsettled. .

I do hereby declafe'that My property. mentioned in the sthedule below jg not
subject matter of any other guarantee, : -'

Payment of the said cheqie(s) amount(s) and interest oy otherwise for liquidation
of the same. ‘ R .
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g Annexure - 10(9

LETTER OF UNDERTAKING
M/s Steel Aﬁthority of India Ltd
Branch Sales Office
" Dear Sirs,

Sub: Unsecured Credit Facility

Ref: Your Offer Letter No \ dated
In response to your letter no. dated enclosing therewith the above offer
letter, I/We am/are submitting Cheque(s) bearing No(s) ' dated
for Rs.____ for payment and to discharge our

letter(s) on credit basis as wel] 2s interest accrued thereon @ % per annum for the
aforesaid credit petiod. We also undertake to pay further interest at the aforesaid rate by

I/W. 1d un : .
Banker(s), the same will be honoured by them and we will keep sufficient amount in oyy
account for payment of the cheque amount.

I/We further agree and undertake that we shall not instruct our Banker(s) to stop
payment(s) of the cheque(s) issued to you against our liability as afor¢said.

I/We also undertake that we shall never issue a0y notice requesting you not to present
the cheque (s) issued by us on the tespective due date(s).

I/We am/are aware that on the basis of this undertaking and the cheque(s) submitted by
me / us, you have agreed to provide us unsecured credit and I / we submit that in the
event of any default in honouring the cheque(s) you are at liberty to take action against
me / us for the dishonour of the cheque(s) under the provisions of Section 138 of NT Act

Or any other legal action for recovery of the cheque amount plus interest.
Thanking you, p

Yours faithfully, &
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