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Loan Management Solution


A Comprehensive Loan Management Solution used by Multi-National NBFC’s.
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Salient Features

LOAN MANAGEMENT SOLUTION

While proposing an IT solution for the Loan financing business, we kept in consideration the following factors

· The business involves a large number of processes, regulations, and entities.

· It is also going through a constant change process where new products, schemes are coming up almost regularly.

· Business is increasing rapidly and is very scalable both in terms of volume and geographical spread.

· The business process is very distributed and requires coordination amongst various agencies starting in multiple locations.

· More flexibility is being given to customers as the market is very competitive and differentiation is being given to customers as the market is very competitive and differentiation has to offer on the basis of services provided.

· Regulations and rules are becoming more and more transparent for customer and tighter for financer.

· To manage all the business processes, regulations and entities, a system is required which is completely integrated and has the capability to handle complete business requirements.

· Under such a scenario there is a heavy requirements of a system that is flexible and parameterized.

· The system should be based on open architecture so as to add new developments, which come up due to changes in the nature of the business.

· The system should be capable of interacting with both conventional and non-conventional source of communication

The integrated Solution for this industry is LMS – LOAN MANAGEMENT SOLUTION. This system will integrate all the process starting from sourcing to the closure of the loan.

LMS will seamlessly integrate all the entities involved in the financing business still leaving sufficient room for any unforeseen business process changes occurring in the industry.

Salient Features

1. Highly Objected Design

2. Modular and reusable development

3. Open Ended System

4. Robust RDBMS and Operating System

5. Suites both high or low volume business.

6. Capable of handling both centralized, decentralized or Hub processing models of business.

7. IT Infrastructure and investments grows with business.

8. User friendly and High volume data entry friendly screens and control flows.

9. Highly parameterized

10. Secure and parameterized

11. Strict and Auditable Access Control

12. Four Categories of Access 

(a) Employee

(b) Processing Agents

(c) Dealers / Suppliers / Sales Agents

(d) Customers
Overview

LMS consists of various specializing on different business processes but still integrated fully with each other.  Each of these systems address one or more stages of loan processing.

The various different systems under LMS are :

1. PMS – Prospect Management System: This system is meant for sales and marketing department.  It helps in tracking and converting prospects to customer.

2. IWSYS – Imaging and Workflow System: This systems is meant for processing and customer service. 

3. COMMSYS – Communication System :  This is the core lending system, which is the custodian of all the information related with the customer and loan

4. LENSYS -
Lending System : This is the core lending system, which is the custodian of all the information related with the customer and loan.

5. CMS – Cheque Management System : This system helps the backend shops to manage the financial instruments given by the customers.

6. COLLSYS – Collection System : A very important activity in financing business is to keep the losses to minimum.  This system helps you to track, manage and predict the losses.

7. FA – Financial Accounting : This system is the custodian of the books to account.  This main user of this system is the finance department.  This also takes care of the accounting side of the finance business and keeps it transparent to the users.

The Diagram given below is the pictorial presentation of  all the systems of LMS displaying the communication between different systems.

System Flow
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TERMINOLOGY

1. Information of the prospect flows from PMS to LENYS when the person submits the application form.

2. Information from LENSYS flows to COMMSYS at various stage of loan for automatic information flow to different entities.

3. The basic information flows from IWSYS to LENSYS if the origination of loan happen in IWSYS.

4. Information about the presentation of various instruments flows from CMS to LENSYS.

5. Details of the loan disbursed flows from LENSYS to CMS.

6. Accounting entries at different stages of the loan flows from LENSYS to FA.

7. Details of the delinquent customers flows from LENSYS to COLLMS.

LENSYS – LENDING SYSTEM




LENSYS
is the core of the Loan Management Solution.  This system is the owner of the entire loan and customer related information. This is the only system, which has the capability to interact with FA (Financial System).  Being the core system it controls what information needs to go to which other system and what information needs to come back.

Salient Features

1.
Application Processing:  This module takes care of the application till the disbursal stage.  This modules covers up all the process related to Data Processing, Credit Risk Analysis, Deduplication Check, Credit Score, File Processing and finally disbursal and funds transfer and Cheque printing.

2.
Settlements:
This is the module used to receive any over the counter payments, payment made out, waver of any charge and manual process of raising a charge of raising a charge against a customer.  This nodule is used to make any kind of settlements in an active customer’s account.

3.
Billing:
Billing Module is used to bill the customer when he is due to pay module understands the repayment schedules and raisers an advice for the customer.

4.
Late Payment Calculation:
This is a flexible module that  automatically raise a late payment charge against the customer if the payment has not been received in predetermined period of customer becoming due to pay the financer.

5.
Payment Allocation Logic:
This is a parameterized logic that governs how the payments received from a customer have to be applied to all his dues.  The Payment Allocation Logic is dependent on the Product customer has taken, the NPA Stage of the loan and the type of advices pending allocation.

6.
Delinquency Calculation: This module is responsible to book the income on the basis of the financials of the loan and NPA Stage the loan is in.

7.
Accruals: This module has the responsibility to book the income on the basis of the financials of the loan and NPA Stage the loan is in.

8.
Prepayment:
Prepayment module allows user to close the loan prematurely on the full payment of all his current and future dues by the customer.

9.
Rescheduling: Rescheduling gives the flexibility to the user to change the financials of the loan as per customer requirements in the middle of the term of the loan.  This module has the flexibility to change most of the financial parameters.

10.
Amortization: This module allows user to amortize any income or liability charges of a loan.  This system is parameterized to handle different amortization logics for different charges.

11.
Auto closure:
This module is responsible for closure of all those loan whose term is over all dues have been paid.  This module is parameterized to handle the grace amount bellow which it can close the case by taking an automatic waiver of the due amount whether or not advance installments have to be considered and what all letters needs to be generated by the system on closure of the loan.

12.
Letter Generation:
This module allows user to generate personalized or centralized letters as per a predefined logic.  This module gives user complete flexibility in terms of defining the logic for date generation.

13.
Post Disbursal Edit: 
This module allows user to modify any non-financial data of the customer like demographics, addresses, asset details and credit card details etc post disbursal of the loan.

14.
MIS and Reports: LENSYS has large number of MIS and reports that can be generated for the customer to allow user to track and ensure that all his business process are met and controlled.

15.Reconciliation: This module is responsible for reconciling the two main systems of LMS – LENSYS and FA.  This is a critical program, which monitors the health of the financial database and reports any discrepancies on the day of occurrence.  This module keeps all its history and measures the movement against that of the previous run.

16.Non-performing Assets: This is the module which tracks the Non-performing Assets the moves the loan and funds from one stage to another.  The Non-performing Assets can be categorized under different logic depending on the product and the assets.  This program also monitors which all program can be executed on the various stages.

APPLICATION PROCESSING

There are various modules in LENSYS catering to different needs of financing business.  One of the most critical modules for a startup financing company is Application Processing.  This module has been explained in some depth below.



Application processing comes into action as soon as a prospect fills in an application form for a loan. This module has four important stages.

1. Data Processing: In this stage the physical application for and other information provided by the prospect is entered into the system.

2. Credit Processing: This stage helps the credit officer decide the credit limit and other related financial terms for the prospect.

3. File Processing: In this stage the processing shop enters the complete information as available in the customer file in the system.  This stage helps the processing shop to say whether the file is ready and complete for disbursal or not.

4. Disbursal: In this stage the verification of the information is dome with the physicals to take care of data entry errors and payment transfer process is completed.

Data Processing

In this stage data from application form and other documents furnished by the prospect is entered in the system through a user-friendly data entry screens.  All the information is divided into two categories.

1. Financial: All the information related to the loan is categorized in this category.

2. Personal:  In this category all the information related to customer is categorized.

In this stage, information is entered as and when it available.  Some of this information is mandatory for the application to flow to the next stage of credit processing.

                          PERSONAL                                              FINANCIAL

                                                                                                                                  




Credit Processing

This stage is meant for the Credit department.  This stage takes care of different type to checks and verification processes followed by the company.  Here the credit officer approves a credit limit to the customer or approves the loan customer has asked for.  The various activities involved in credit are given below.

                                                                                                                                  





File Processing

In this stage processing shop makes sure that all the information / documents required for disbursal are provided and entered in the system.  Only after all the information and document are complete, loan can be disbursed.

                                                    






Disbursal

This stage is meant for authorizes or officer level people in processing shop.  In this stage data is verified with the physical or images and disbursement process is completed by printing the Cheque or direct funds transfer.





               PMS – PROSPECT MANAGEMENT SYSTEM


This system is used for tracking and closing the leads received from various sources.  This system feeds the data to the lending system to avoid duplication of data entry and gives marketing agent tools to track the progress till the disbursal happens.

Salient Features

1. Lead Capture: System allows the marketing agent to capture leads directly through a user-friendly data entry module. System also has capability to do bulk uploads of the leads from various sources.

2. Allocation:  A Finance company can have various agencies for marketing their products.  This system maintains the hierarchy of agency, supervisor and marketing agent and allows Financer or Agency head or supervisor to allocate leads to their one down.

3. Worklist Process: This generates a worklist for the marketing agents depending on the priority given by their supervisor to maintain any kind of logic.

4. Contract Recording:  This allows the marketing agent all the information regarding the contracts with the lead.  This can be used to generate MIS and reports to track the performance of the agent.  This is also used to plan the course of action based on the various fields on contract recording.

5. Reminder: This system is used to set reminders for any kind of follow-ups or actions that are required to be taken at any given specific date and time.  The reminders can be set at any given date and time.  The reminders can be set at any given date and time or as recurring process on a specific day or day of the month.

6. Letter Generation: This system allows user to create any number and any kind of letters including personalized or centralized letters. This allows user to define logic of his own for filtering data at run time and also allow user to use a predefined filters.

7. Duplication Check: This system uses a flexible logic to verify that the new lead does not already exist in the system.  This saves the time of the marketing agent and of the prospective customers.

8. Conversion: This program populates the relevant data to the main lending system and keeps track of the progress of the disbursal process.  The data of the prospective customer moves to history either after disbursal or in case the user doesn’t want this lead in active list.

COMMSYS – COMMUNICATION SYSTEM


This system is used to effectively and automatically communicate the various kind of information to different entities involved in the process from the time of lead capture to the closure of the loan.  This system uses various technologies to communicate the information.  This system is an open-ended system where any new technology like WAP etc can be also used in future.

Modes of Communication

1. Paging

2. E-Mail

3. File Transfer

4. E-Page

5. Short messaging service

6. WEB Site upload

7. Autofax

Entities

The various entities involved in this communication system are:

1. Customer

2. Supplier

3. Direct Selling Agent

4. Marketing Agent

5. Financing Location

Stages of Communication

The system is parameterized at Branch and Product level to do communication with various entities at following stages:

1. New Customer / Loan Record Entry

2. Credit Decision (Inprincipal / Final)

3. Loan Disbursal

4. Billing of Installments

5. Different NPA Stages

IWSYS-IMAGING AND WORKFLOW SYSTEM


IWSYS is an Imaging and Workflow System.  This system is used to image all the documents given by the customer at various stages of the loan.  This helps the user to serve the customer and resolve any queries in case of any issue because of which the document needs to be reviewed again.  The process of retrieval of physical file is very tedious especially when the volumes become high.

Salient Features

1. Enrollment:  This allows user to allocate the scanned image with a customer record in this system.

2. Allocation:  This program allows user to allocate the scanned image with a customer record in this system.

3. Filtering:  IWSYS has an extremely flexible and friendly filtering logic.  This helps users who are responsible for different kind of processing to define their worklist and this feature of the system helps in defining a completely parameterized workflow system.

4. Hub/Center Processing : IWSYS works in multiple location on the logic of transferring the file from origination site to processing site though remote file transfer.  The system is parameterized enough for user to define which all place or location are processing stations or Hubs for which all location and then the file will be transferred to the hub location also.  This allows business to either scatter the manual labor-intensive job or to centralize.  IWSYS allows users to define the processing logics as and what business requires.

5. Branch Upload: This program allows user from remote location to send or receive scanned images so that it can be queued in the processors worklist immediately.

CMS-CHEQUE MANAGEMENT SYSTEM


CMS is a system developed to store, track and manage the Cheques collected from customers against the loan.  This system takes the feed from LENSYS.  The feed consist of the loans that have been disbursed after the last feed.  This system sends a feed to LENSYS as and when the status of the Cheque is changed.

Salient Features
1. Cheque Entry: This program allows user to enter the Cheques that is then verified before actually being considered as active.

2. Presentation Process:  This program allows user to take the Cheque though a complete presentation process.  This program creates a list of the Cheques that are required to be presented in the coming presentation cysle.  Then allows user to deposit the Cheques and followed by realization.

3. Cheque Transaction: This allows user to do various activities on the cheques like swapping out, marking Cheques as misplaced, canceling the Cheque, or holding the instrument from banking.

4. Data Upload: This allows user to do bulk upload of data if such data is available from the bank in a presentation process or from processing agents in data entry process.  This becomes very useful tool when volume sores high.

COLLSYS – COLLECTION MANAGEMENT SYSTEM


COLLSYS is used for tracking and reducing the delinquency.  This system maintains the hierarchy of the collection agency, supervisor and collector.  All delinquent cases are allocated to the agency as per a flexible logic.  Then the cases are distributed between the supervisor and agency level.  This has a flexibility to do various kinds of analysis on delinquent customers.

Salient features

1. Date Sourcing:  This System sources data from Lending System.  It picks up all delinquent customer after predefined grace amount and grace days and moves them to COLLSYS.  During Data Sourcing system calculates various kinds of fields, which are very often used while Collection Process.

2. Allocation:  There are multiple Collection Agencies working for a finance company.  The Hierarchy of Agency, Supervisor, and Collector are maintained through out the system.

3. Worklist Process: This generates a worklist for the Collectors depending on the priority given by their supervisors. This is completely flexible system that can allow supervisor to maintain any kind of logic.

4. Contact Recording: This allows the collector to record all the information regarding the contracts with the delinquent customer.  This can be used to generate MIS and reports to track the performance of the collector.  This is also used to plan the course of action based on the various fields of contact recording.

5. Reminder: This system is used to set reminders for any kind of follow-ups or actions that are required to be taken at any given specific date and time.  The reminders can be set at any given date and time or as recurring process on a specific date and time.  The reminders can be set at any given date and time or as recurring process on a specific day or day of the month.

6. Letter Generation: This system allows user to create any number and any kind of letter including personalized or centralized letters.  This allows user to define his own logic of filtering data at run time and also allow user to use a predefined filters.

7. Tracking: COLLSYS has a very well defined tracking mechanism.  This allows user to track his progress, supervisor to track the groups’ progress and collection head to track the progress of agencies at any given point in time.  This allows the user to redefine the focus areas as and when required.  COLLSYS also have lots of reports for Collection MIS, Backflow analysis etc.

8. Referrals: COLLSYS provides users the flexibility to refer a difficult case to his supervisor. Supervisor can after resolving the query decide to continue to leave the case with the same collector or move it to some other collector under him.  Similarly Supervisor can refer the case to Agency Head and Agency Head to his account manager and so on.

FA – FINANCIAL ACCOUNTING SYSTEM


FA is a financial Accounting System and is used to track and record all the financial transactions of the company.  This is integrated with LENSYS and also transactions of the company.  This is integrated with LENSYS and also transaction can be passed into this directly.

Salient Features

1. Voucher Entry: This program allows user to enter various kinds of vouchers like:

a. Payment Voucher

b. Receipt Voucher

c. Journal Voucher

d. Contra Voucher

2. Cost Center / Profit Center: System allows user to track all the expenses of the company at the Cost Center of Profit Center Level.

3. Cheque Printing: This program gives flexibility to print the Cheques of the vendors.  This reduces the manual errors and also reduces the work force requirements.

4. Contract Accounting:  This program allows user to track all the payments made against a contract.  This reduces the chance of mistakes while making the payments and also helps user to calculate the liabilities and assets accurately.

5. Tax deduction: This module allows user to track and deduct taxes at source.

6. Reports: System has large number of reports that are used in the various activities involved in financing business.
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