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Bank of Ceylon Pensioners' Association Jaftna District is
pleased to release this journal on the eve of B.O.C.'s 75th Anniversary and

Pioneers' day 1st year Celebrations
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Message from Asst. General Manager
(Northern Province)

It gives me immense pleasure and pride to pen this message of
felicitation to the Journal “Eternal Banker” published half yearly by
the Jaffna District Pensioners' Association.

| I Pensioners are the pillars of this great institution in the Banking

Industry. Everybody knows that they have toiled hard and
contributed their invaluable service to this giant entity which has grown from strength to
strength over the past 75 years. Only with the valuable contribution of our pioneers, Bank of
Ceylon has come up to the present position and celebrating its Platinum Jubilee today.

Even though tremendous developments have taken place in this Institution with the
advanced modern technology, we still need the support and assistance of the pensioners to
protect the Bank's No. 1 position and to grow further. It is my humble request to them to
always render their fullest co-operation and support in all our endeavors.

Itis really pleasing to note that the Pensioners' Association is doing well in the Jaffna
District. I am very much happy to note that this Journal which consists of many useful
reading materials is published by them half yearly with their painstaking labour. I wish that
this publication be continued for many more years to come with unique reading materials to
all, including the younger generation of the BOC Family, who will be members of this
Association one day.

With a great sense of satisfaction and pleasure I extend my warmest wishes and
appreciation for the hard work and unwavering efforts of the Pensioners and I wish every
success towards their future efforts to enhance the mutual benefit of the Pensioners and the
Bank.

B Nanthakumar
Asst. General Manager

(Northern Province)
Bank of Ceylon




Secretary's Report for the period 1st January
2014 to 30th September 2014

Committee of Management :

During the period under review 6th Annual General Meeting and
three committee meetings were held and [ am pleased to inform that
all meetings were well attended to.

I.FL Membership :
The total number of members as at 30.09.2014 is 196. This total
comprises of 130 pensioners and 66 widow pensioners.

Deaths:
Total number of death of members during the period was two. Our Association's banner was
displayed and our members attended the funeral.

Meetings in Colombo :

Mr.K.Balasubramaniam, Vice President of our Branch Association and Management
Committee member for the Jaffna District attended three meetings of the Management
Committee held in Colombo.

Mr.A.Rasanayagam, Secretary of our Branch Association and Member of the Consultative
Council attended a meeting of the Consultative Council on 19th July 2014 held in Colombo.

6th Annual General Meeting :

Our 6th Annual General Meeting was held at the Bank of Ceylon Northern Province Assistant
General Manager's Office Auditorium on 2nd March 2014, Sunday. Mr.M.Thirunavukkarasu
Retired District Judge and a satirist was the Chief Guest. Our 5th Edition, "BOC Eternal
Banker" Volume 3 No. 1 of March 2014 was released on this occasion by our senior
pensioner Mr.M.Palasingham. Our Colombo Parent Association's members M/S Asoka
Perera, M.G.Mendis and M.A.Nawaz graced this occasion.

75th Anniversary of Bank of Ceylon :
In commemoration of our Bank's 75th Anniversary "BOC Walk with releasing balloons" was
held on Saturday, the 16th August, 2014, in Jaffna. Most of our members took part in this event.

Bank of Ceylon Pioneer's day was conducted Island wide at Branch level on 19th August2014
to felicitate retired staff members of Bank of Ceylon.

In our District, Pioneer's Day Celebrations took place in Jaftna Super Grade, Jaffna Second
Branch, Chavakachcheri, Chunnakam, Manipay, Nelliyady, Kopay and Point Pedro branches.
As part of the Pioneer's Day Celebration, arrangements were made by us to deliver a wall
clock, supplied by our Parent Association, to each Branch in the district through the nominated
members. Our members were satisfied with the way they were treated at the function.
A.Rasanayagam
Secretary.
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Elders and defaulted Bank loans - Some striking
similarities

I am a retired Banker. It is interesting to note that there are
striking similarities and can draw parallels between how elders and
defaulted Bank loans are created and treated. No malice is intended.

For the Banks, an advance (loans) is the staple diet. Like the

excessive intake of starch, also causing diabetes, some Banks are
beyond the pale of even the advanced treatment resorted to for chronic diabetics. The cause is
excessive consumption of this staple eastern diet.

Advances can be broadly categorized as regulars and defaulted ones. Bank is healthy
if the regulars occupy a preponderant proportion of their portfolio. Such loans also conform to
banking norms.

Rot in the mango manifests at the ripe stage but its genesis is at the flowering stage.
The insect settles there. Similarly the seeds of default are sown at the pre - sanction stage.
When considerations other than banking creeps in and sweeps away the cautious banking
norms it erodes the Trustee aspect of banking. The burden of this note is not the plight of a
banker overburdened with an overdose of delinquent advances.

The burden of the note is the plight of the elders which manifests features observed in
the past due loan or nonperforming advances as is termed now may more politely and their
treatment in the branches and even the decentralized controlling offices.

The elderly people are now referred to as Senior Citizens. So also the defaulted loans
are referred to as non - performing advances. The matter of fact names, elders and past due
loans, are preferred for the change in nomenclature has not achieved its purpose.

The elders are the leftovers in most of the households. They are no longer performing
therefore idle or unemployed. They get neglected. The children are too busy fending for
themselves that the aged parents have to fend for themselves. When the work load is heavy
there is always a victim who gets neglected. At home it is the elders. In the banks it is the non -
performing advances.

In most of the households in most parts of the country the householders are the older
people and the young ones are either away, abroad, or missing and if around have no time to
look after them, their parents. Even those who have the heart or the conscientious desire find it
almost impossible. Thanks to the prevailing situation of uncertainty and insecurity and the
need to overexert.
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The move to create a separate institution to mind the past dues is similar to what one
amiable Peradeniya Don of our time long long ago for it is a crystallized practice now said that
those returnees from abroad come with newfangled notions with their degrees and may be the
LLD, no sooner they arrive they go in search of elders homes to pack off their aging parents.

The treatment of past dues is an interesting study in bank management. Here too the
rot begins no sooner the loans is granted. Like the pre - election smile and post - election frown
or the arrogance, the defaulter shows his ugly face right from the beginning of the repayment
period, especially if he used unconventional moves. When the first installment itself is due
they do not pay. If the loan is granted by the same set of staff, they know the reason and they
tend to soft pedal. What happens is the first default, and the non - action gives that required
impunity and he continues the non - performance. Well the printed forms are sent or recorded
as sent. There is no follow - up. He is made to feel that he has bought the loan, by greasing the
palms.

Similarly children too neglect their aged parents to live on their reserves. Once the
parents ignore that indifference, the children get emboldened and think that their parents can
manage on their own and can be left to fend for themselves. Nobody knows whether they are
living, half - fed or starving. Parental indulgence or even self esteem prevents them from
exposing their progeny or even demanding from them. They too become as scarce as the
elected members until the next hustings.

The branches have an interesting thing called allocation of duties and rotation of staff.
The strong go into the lending side, said to be the playground for the efficient ones. The least
efficient or aging person or the garrulous one that does not sit and work is asked to man the past
due section or the non - performing section. When the branch is short of staff (something that
happens quite often) this past due section is the first casualty. It is temporarily closed without
even a 'by your leave'. Even the least efficient is co - opted into the mainstream. In most of the
branches, monitoring is confined to printed letters and may be a letter of demand. If there is
intervention from immediate top or the ultimate top the action gets suspended. At home of
course when all are busy the neglected ones are the elders.

Similarly in medical service in our country there is no geriatric service. Unfortunately
special counters for elders are manned by those who too need such services and even
counseling.

Even children have their work commitments and social commitments and parents are
remembered more as child minders or their security. Parents are the casualty in a nuclear
household. Of course in the joint family they at least have physical presence of children of
other members.
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When past dues exceed the permissible limit the provision for same erodes their
profits as well. If the parents are neglected and isolated the medical bill may erode their
savings and earnings for which they concentrated on without caring for old and the feeble.

This can be extended with numerous citations. Suffice it to say the genesis of the rot as
in the mango may be traced back to the very victims. It is similar to those who failed to take the
correct decision at the correct time as in child bearing and child rearing, as in proper lending
conforming to banking norms.

Part of the suffering of the elders could be classified as selfimposed as they missed the
wood for the tree or is it vice versa?

R.Suntharalingam

B.A. (Econ, Ceylon) F.C.IB. (lond). M.A. (Econ Jaffna),
Retired Banker

People's Bank.

1. Three sentences for getting SUCCESS (a) Know more than other (b) Work more than other
(c) Expect less than other - William Shakesphere

2. Romance mathematics -
Smart man + Smart woman =Romance
Smart man + Dump woman = Affair
Dump man + Smart woman = Cheating
Dump man + Dump woman = Pregnancy

3. Discovery consists of seeing what every body has seen and thinking what no body has
thought - Albert Szent gyorgyi

4. Learn from yesterday, live for to-day, hope for to-morrow -Albert Einstein
5. Thepower of imagination makes us infinite - John Muir
6. Worry is amisuse of imagination - Dan Tadro

7. Starting point of achievement is desire. Weak desires bring weak results. Just as a small
amount of fire makes a small amount of heat - Napoleon Hill

8. Kind words do not cost much. Yet they accomplish much - Blaise Pascal
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Was fAPlw Corensemw yrbLwTes CaTani(h BlSlausmbmsl GLhods
Qa6 LOTEwsToUTBEHEGHS HlenL Sgleimen @ Fobs S LIbGTer Bogl Fmieuy GFOliLg
L. Gwzss sflwrer (pepullsd vweaTLBGSSHE Csrereug CUOHBDTTSaT 6
»&H6MGBW Sriblusieng).

Bbss FLsmsll LITLLLGSHID ChréssHBasTer BT Shoaeuri]
Garalled HMID CBH6LEIIILIENY GITSMBWIDLONT DLV 2 D6 STeVmIH6NIe0 sumbidulle
alGewe B(HLOLTLBIBEMET 160U (LpeTTDELSE6T6D DIMDSBHTLD.

wasalar ComeusEpsGadl  Bog GFeneussnerll LIFeUsOTSSD  [Hel6u
LWOLHSSLD 6TaTMIGLD BITLD HUWIEIEG6UHlE06M6V.

sLbS srevmsarsy @ Feofler @O L CoHeneusendstsGeu sunidssT Guinid
UHSE. YTTEL b BlwSlenw (pdluigds stevsvm wobseflar @eiGsurm CHemeusamenuid
BlevpGeupml Sjeuiseir eurpealled Hettenen WSHWLILGSSE QaTemi® 61bhF Bleneoulsviid,
BLI ghulL @GPBlemeouwlad @m 2 DD SHeneuTeusiTe: Hevmiens  eunkidl  Guisid
UbSH(HLILIEHS BTLD GLIHENLOWIL 63T Hlenertey snf&IGDTLD.

Bevmiens RSl GbHs mDUSTELZ UeWI(H BHlewDe| STV 610HE @
QUITESTEILPT LOL (HLDELEV 6T6VEVIT LDSEBETHHEGILD QUITEITENsST H6TaNGHHHD @ AILPTeuUTSLD
slleniies GouswTHIOLOGTLIGS 6TL0g) Hemevwimut e(HLILILD.

6TBIGLD LOMBIH6NLD QLITTBIS - B)6VBIeNS 6umhidS)
TETODEITILD FlewesuTul(HEsL (HILD
BTENETUI BEVEUTLPEYSE HTCD el S HBisei

BTG 6UT(HEIBET G)6VRIENS GUBISIEDUI.

Carry out a random act of kindness, with no expectation of reward, safe in the

knowledge that one day some one might do the same for you - Princess Diana
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1. Accuracy

2. Adaptability

3. Alertness

4. Ambition

5. Concentration

6. Confidence

Words for successful Living

S upI L, aupeureno Waad Fflwrer, Nemwpwpo Bleneo
The state of being exact or correct

The ability to do something skillfully without out making
mistake.

. OpSpeysEme

LSW GPBlmnevd@ SssaTm rmid Soeir oisv6g! mH
SIMDEGLD Slmest

A character by which anything is adapted or adjusted to
conditions.

D @evLeilirg elPlliurs B\(hHse0:

alengaurss FbHlsse0:

QLD el WnIBemeT, LITFFmeTSmET, SILITWHISM6T, 2 L Geo
SUBTENSHH60: 2_TalLILITS B)([HSHH60.

Able to think quickly and notice quickly especially a
problem or danger.

: Gugmeusv :

S aHLD GDSCsT6T Sie06v8 BlevéE GBTHEW
BGuymeusd GUDBeUTITHLD SievevE CFUILIGETIHLD 6Test GLIFIFID
B eN(HLILID

Strong aspiration for success or advancement.

D BHSHTETDD : @(HLOGHS BeueID, @ (PBLILHSSHE0, @eTdled

PWEBUMBMSIID CFMISHIHE. PSTHI) (PADUPLIDS 65
FOUGLWD Slper.

The ability to direct all your attention or effort on one
thing

D 2 miflwres BUGmS. 2 STEIenLL SLDHDEOS6T, SHDETser,

B(HSZBH6I (PHeOlWeupled B CasTemtHerTen 2 migluirest
BLOLIGems.
A belief in your own ability to do things and be successful.
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7. Courage

8. Courtesy

9. Decision

10 Determination

11 Discretion

12 Diligence

13 Earnestness

: 6w 2 b : glewlley

2B IS FHSTILSSI0 DIEO6VF @elauTs
GPBHlmevulled HeTs@E FOUGHL AFFSHMSL CQUHLLOSGSTS)
(WPHLOOBTHSHSH6L.

The ability to do something dangerous or unpleasant to
face pain or opposition without showing pain.

D DISTLETEN 2 _LIFTPLD @ FluTeng

BOLILEGTT(H 2 LFfsElarn DieLevg 2 Heydlen
SISTLITSHTOUTEI (5600TLD :

LOHDEITEEHHE) LOFIWTNS STL(HILD LETUTIHS BHLSHns :
The polite behavior that shows respect for other people

. Sjwrels@n LHev :

(P BLHOBTETEHLD SMEIT :
Ozefaursab, alenyaumsabd (Lpgey THSED MDD :
The ability to decide something clearly and quickly

D e 2_migd :

WGITEILLD :

FRIGEVLILD :

HIQEILDTEITSHTE @)(HHSEUTHID eTenmd (CFUIISDHEBT6T
e 2_mig :

The quality that makes you continue trying to do
something even when this is difficult

D (paTsaaTSHGIL T CUEHed CFWLLIHISSH6L

UnpéE FrsLsmasur isvevgl FnsmsGur gnLBSSTLo60
B(HEs CFTeLNEID CFLIMID ST LLILIHLD &eussT(LpLd
alGsus(LpLD

Care in what you say or do in order to avoid causing
embarrassment or difficulty to others.

. 2MESHLD HENTTSH HEUGTLD

2Tl HeUTSFHIL D (LPLPEMLOWITELD Bousnev@aFuuDd Sler:
The quality of doing work carefully and thoroughly.

. eoMIHs Guouwiurest 2 miSlium@ :

HETEDILD H(HSHID 2_eHLLIGUTTUI B)(HSHSH6V :

QFiw G BULG GDSS 2 6TenTIbhs HSEMDUIL EDILD
QFWOUPENEITLILILEDID BL &G 6V.

Very serious and sincere about what you are going to do.

K.Jeyaratnam
Former Principal, Technical College,

Former Director. Dept of Technical Education & Training.
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Segmenting a Consumer Market
(Dr. Jeyaraman Deva Rajan, Lecturer (casual), Bachelor of Business Program, Kent
Institute of Business and Technology, Sydney, Australia, Formerly Senior Lecturer in
Management, University of Jaffna)

Introduction

Marketing is the process of identifying customers' needs and wants, and satisfying
these needs and wants through the exchange of goods and services.'Marketing is the delivery
of customer value and satisfaction at a profit' (Kotler et al, 2005, p.4). As such, the goal of
marketing is to enhance customer value and satisfaction. Customers compare the benefits and
costs of various goods and services, and will tend to select goods and services that provide the
maximum benefits, for the minimum cost. Further, the extent to which goods and services
fulfil the customers' expectations will determine the customers' level of satisfaction.

The key element in marketing is satisfying customers' needs and wants. A successful
business is able to clearly identify its targets market and satisfy the needs and wants of
customers in this target market. However, this presents a challenge, in that it is virtually
impossible to satisfy all customers with a target market, with a single good or service, owing to
the varying and dynamic nature of customers' needs and wants. Hence, market segmentation
becomes a pivotal component of any successful marketing activity.

Market Segmentation:

An understanding of market segmentation begins with a clear understanding of the
concept of markets. A market is a set of current and potential buyers of a good or service
(Kotler, 2005, p.11). Markets can be defined as a group of individuals and/or organisations
with a need for goods and services, with purchasing power and the willingness and right to
purchase those goods (Pride, and Ferrell, 2013,p.36). This definition emphasis that factors
aside from need alone, such as purchasing power, willingness to purchase and right to
purchase, are required to create a market. For example, in third-world countries, although
people have needs, they are not able to satisfy them because they don't have adequate income;
consequently, there are no markets for certain goods and services. For example, in Liberia,
about 85% of the population lives on less than$1 a day, and in Afghanistan, 42% of the
population lives on less than $1 a day (www.therichest.com).

The buyers within markets differ in many ways, such as in terms of their wants,
resources, locations, buying attitudes and buying practices (Kotler etal 2005, p.229).

A market can be classified as either a consumer or business market, based on the
purpose of purchasing the good or service. A consumer market consists of individuals and
households who purchase goods and services for individual or household use. Conversely, a
business market consists of individuals and organization, who purchase goods and services
either to utilize them, resell them or use them as inputs in the manufacturing process.

-__._-IIE"‘:I !ill-:__
¥ 29 5




In 1956, Wendell Smith first introduced the concept of market segmentation(Kim
&Lee, 2011).Market segmentation refers to the process of dividing a total market into groups
of customers with relatively similar needs and wants, so that a marketing mix can be designed
for each of these groups to match their different needs and wants. (Pride & Ferrell 2013,
p-122). Each particular group is referred to as a segment.

Mass marketing refers to the approach of producing a single good or service to satisfy
all customers within a market. Mass marketing involves mass production, mass distribution
and mass promotion (Kotler et al2005, p.228). This approach requires less resources, and
minimises costs. For example, when Coca Cola first introduced its soft drink to the market, a
mass marketing strategy was implemented. Even though mass marketing has been
implemented by many organisations in the past,the strategy is now in a declining stage.

Importance of Segmentation

Market segmentation plays an important role in marketing. Market segmentation
assists marketers to have a better understanding about customers' needs and wants. This
allows them to define marketing objectives more accurately, in order to effectively allocate
resources (Lamb et al2013, p. 64).Marketers should be able to identify customer groups with
similar needs and wants, and analyse their characteristics and buying behaviour to design an
appropriate marketing mix for that segment. This will also enhance marketers' understanding
about the market, allowing them to develop accurate and precise marketing mixes for market
segments, thereby enhancing the competitive position of the business or organisation (Fripp
2012). Market segmentation also assists in identifying new opportunities in underserved
customer groups (Sally & Lyndon1997).

Segmenting a Market
Segmenting a market is a process. Lamb et al (2013, p.66) explains the six steps of this
process.

1. Identify amarket or product for study is impossible to undertake market
segmentation without first gathering adequate and accurate information about the
market.

2. Choose appropriate variable or variables for segmenting the market marketers can
choose geographic, demographic, psychographic or behavioural factors to segment
the market.

3. Select segmentation descriptors descriptors are units in a segmentation variable. For
example, demographic segmentation covers age, gender, family size, family life
cycle, income, occupation, education, religion, race, and nationality, and these are
descriptors.

4. Profile and analyse segmentation based on the desired segmentation, marketers must
prepare a market profile for each market. The market profile covers information about
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the market characteristics such as the size of the market, growth rate, customer
behaviour and competitor information. Based on the market profile, marketers then
rank market segments based on their attractiveness.

5. Select the target market based on the ranking, an attractive segment (the target
market) will be selected for marketing activities.

6. Design, implement and maintain a marketing mix for the target market.

Kotler et al (2005, p.229) suggests that there are three main steps in target marketing, each
with two components, namely:
1. Market segmentation

a. Identify the base for segmentation

b. Develop amarket profile for segments
2. Market targeting

a. Develop measures of segment attractiveness

b. Selectthe target segment (s).
3. Market positioning

a. Develop positioning for each target segment

b. Develop amarketing mix for each target segment.
Irrespective of the number of steps, the outcome of market segmentation is to meticulously
analyse and select a suitable target market and develop and implement an appropriate
marketing mix for the chosen target market.

Bases for Segmentation
Although there are many variables available to segment a consumer market, choosing
an appropriate variable is critical in the segmentation process. The potential consequences of
choosing an inappropriate variable is the failure of the marketing strategy. In order to select an
appropriate variable, marketers need to obtain information about the market, by undertaking
marketresearch.
Consumer market segmentation can be classified into five main types:
1. Geographic segmentation
Demographic segmentation
Psychographic segmentation
Behavioural segmentation
Benefit segmentation

kWb

Geographic segmentation
Geographic segmentation involves dividing a market into different geographical
areas or units, such as neighbour hoods, cities, counties, regions, states or countries (Kotler et
al, 2005, p.230). For example, regional marketing programmes can be used to meet the needs
of individual regions (Kotler et al, 2005); different geographical areas have different climates
-__._-IIE"‘:I T
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and weather patterns, which can be used in geographical segmentation(Lamb etal 2013, p.66).
Countries have different cultures and socioeconomic factors which impact the lifestyles of
those living in the country. Hence, organisations operating in various countries use geographic
segmentation (Fripp, 2012).

A limitation of geographic segmentation is the assumption that all customers in a
geographic area have similar needs and wants. Therefore, geographic segmentation cannot be
used alone, and should be used in conjunction with another segmentation variable (Fripp,
2012).

Geodemographic segmentation allows marketers to combine segmentation variables.
Geodemographics is an area of study about the relationship between geographical location
and demographics. Geodemographic segmentation provides an opportunity for marketers to
develop marketing strategies for customers who live in small geographical areas, such as a
neighbourhood, or who have specific lifestyle and demographic characteristics (Lamb et al ,
2013, p.69). Research reveals that banks use this variable to segment their markets. For
example, Citibank provides a different mix of banking services in its branches depending on
the local, demographic and socioeconomic characteristics of the area's residents
(Erdener&Talha 2005, p.75).

Demographic segmentation

Demographic segmentation involves dividing the market into groups based on
demographic variables, such as age, gender, family size, family life cycle, income,
occupation, education, religion, ethnic community and nationality (Kotler et al, 2005, p.230).
A customer's needs, wants, and usage rates often vary with demographic variables.
Demographic variables are also easier to measure (e.g. from statistics, governments sources)
than other variables (Kotler et al, 2005, p.230). For such reasons, this is a popular form of
market segmentation implemented by marketers.

Demographic segmentation can prove particularly useful in the banking sector.
Banking needs are closely associated with age, income, family life cycle, family size,
ethnicity, and religion. For example, research reveals that different ethnic communities have
different banking preferences, which can be satisfied by banks through the introduction of
different and tailored banking products. (Shanmuganathan et al, 2003). Further, individuals
belonging to different occupation groups (e.g. self employed, professionals, semi-
professionals) have different banking needs and banking habits, which require different
banking products.

Many countries have introduced the Islamic banking system to effectively serve
Islamic customers. Research reveals that Islamic banking has become increasingly
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successful. This banking system has not only been developed in Islamic countries, but also in
developed countries, such as the United Kingdom (UK) and France (Mansour, Abdelhamid,
Masood, and Niazi, 2010,pp185-199).

Due to technological advancement, banks can use different channels to provide
services to customers, including an automated teller machine (ATM), electronic banking and
telephone banking. These services are commonly referred to as a'virtual bank' or 'non branch
bank'. Research also reveals that demographic factors are associated with the adaptation of
banking channels (Wan, Chung Leung Luk, & Chow 2005).

Psychographic segmentation

Psychographic segmentation involves dividing customers based on socioeconomic
status, life style or personality characteristics. Socioeconomic status is based on household
social standing, income, educational levels and occupation (Kotler, et al., 2005, p.235).
Socioeconomic factors have a significant bearing on key financial decisions, such as savings,
investment and borrowing, and can therefore play a key role in segmenting a market.

Life style demonstrates an individual's pattern of living, as expressed through their
activities, interests and opinions (Pride & Ferrell, 2013, p.130). Personality denotesan
individual's distinguishing psychological characteristics that lead to relatively consistent and
lasting responses to his or her own environment (Kotler, et al 2005, p.171).Life style and
personality both have an influence on financial needs and spending habits, which can lead to
the successful implementation of different banking products.

Behavioural segmentation

Behavioural segmentation involves segmenting a market based on customers'
knowledge of the good or service, their attitude towards and how they use and respond to
it(Kotleretal, 2005, p.235).

Benefit segmentation

Benefit segmentation involves segmenting the market according to the benefits
anticipated by customers from a good or service (Kotler et al, 2005, p.236). Marketers need to
analyse and response to the different benefits that customers expect from a good or service.
Often, customers can expect different benefits from the same good or service.

Benefit segmentation can be used to segment bank customers. Bank customers seek different
benefits, of which there are three main categories:
1) Security orientated the fundamental benefit of any bank is to provide
security for its customers' funds.
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2) Task-orientated customers place emphasis on the bank's professionalism, and value
the speed, accuracy and efficiency of transactions.

3) Interaction-orientated customers who value relationships between themselves and
the bank; these customers' behaviour is influence by factors such as how banks
manage their portfolios, credit facilities and banking products they offer and the
variety of services offered by the bank. (Erdner& Talaha, 2005).

Hence, it is arguable that banks can introduce different products to cater for the varying
benefits expected by these customers.

Requirements for effective segmentation
To ensure that market segmentation is effective, it is important to ensure, that an
appropriate segmentation variable is selected. Segments need to be evaluated against a set
criteria to ensure that market segmentation is effective. The following four criteria can be used
for evaluation.
¢ Measurability the ease at which the market is measurable in terms of size, profits and
purchasing power.
¢ Accessibility the ease at which marketers are able to reach the segment and serve its
customers.

X/
L X4

Substantiality the ease at which a market segment is attractive; a market segment
must be reasonably large or with adequate sales and profits to justify serving that
market.

/

*%* Actionability the ease at which an effective program can be designed to attract and
serve a given market segment (Kotler etal, 2005, p.240).

Evaluating Segments

The analysis of effective segmentation helps marketers identify potential segments
for marketing activities. It is important to evaluate all these potential segments, in order to
select the target market.

Kotleretal (2005, p.241) outlines three factors that can be used to evaluate market segments.

1. Segment size and growth in order to select an attractive segment, organisations need
to collect and analyse various data about all the potential segments; this data includes
the size of segments, projected growth rates, sales volumes, and expected profit
margins.

2. Segment structural attractiveness analyse major structural factors, current and
potential competitors, availability of substitute products and the bargaining power of
buyers and sellers.

3. Company objectives and resource marketers must consider the long term objectives
and resources of the company, and whether the market segment fits with the
company's objectives and resources to justify penetrating and successfully competing
inthis segment.
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Based on the above evaluation, marketers can choose one or more segments to
penetrate, which then become thetarget market for the particular good or service. Once the
target market is selected, the company must utilise product positioning for the selected target
market and develop a marketing mix for the target market.

Conclusion

Consumers' needs and wants are shaped by many factors. As such, it is no longer
possible to satisfy the entire customers within a market with a single good or service, giving
increasing importance to the concept of market segmentation. A successful marketing strategy
should be underpinned by effective market segmentation. Marketers must clearly define their
market and conduct market research to identify the appropriate base and variables to segment
the market. Following evaluation of these segments, relevant segment(s) must be selected for
marketing activities, which form the target market. The final step involves the use of product
positioning and development of a marketing mix. This ensures that customers' needs and
wants are effectively satisfied and that customer satisfaction is maximised.
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1. Thebest things in life are free. The second best are very expensive - Coco Chanel

2. Keep your eyes on the stars, and your feet on the ground - Theodore Roosevelt

3. There comes a point when a dream becomes reality and reality becomes a dream -

Frances Farmer

(Do not let what you cannot do interfere with what you can do - John Wooden /
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Young's Cheques
by
Henry Zimmerman, B.A., LL.B.,

Barrister and Solicitor, Supreme Court of Victoria -Senior Lecturer in Law, Faculty of
Business, Swinburn College of Technology, Formerly Solicitor with The State Bank of
Victoria.

(Courtesy - Journal of the Institute of Bankers of Sri Lanka volume 3 No 2 July to December
1983)
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THE PAYING BANKER
THE expression "Paying Banker" is the name given to the banker to whom a cheque is
addressed by the drawer, and who pays the cheque either to the presenter, over the counter, or
to another banker, known as a "Collecting Banker",who is collecting the proceeds.
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Among the many services which a banker renders to his customers, and in these days
their number is legion, the payment of cheques play an important part. However, the
honouring of a customer's cheques is more than a service. It is a duty which is imposed upon a
banker by the implied terms of the contract entered into between the banker and customer at
the time of opening the account.

Relationship of Banker and Customer

Itis commonly thought that when a customer pays money into his account this money
remains the property of the customer and that the banker holds it for his customer in some
fiduciary capacity. Legally, this is not the case. The moment a customer pays in money for his
account, that money becomes the property of the banker to employ and use it as he pleases. If
this were not so, the banker, to be sure of his position, would be compelled to place the money
in his vaults and his source of profit, which arises from the employment of the funds in his
hands, would disappear. Actually the money belongs to the banker, and the relationship which
is automatically established between banker and customer when the account is opened, is that
of debtor and creditor with the super-added obligation imposed on the banker that he will
honour his customer's cheques to the extent of the customer's credit balance provided there is
no legal reason to preclude him from doing so. This relationship of banker and customer was
first expounded more than a century ago in Foley v.Hill 1848. In a more recent case,
Joachimson v. Swiss Bank Corporation 1921, the court gave a valuable summary of the mutual
relations of banker and customer in the following words.

"The bank undertakes to receive money and to collect bills for its customer's account.
The proceeds so received are not to be held in trust for the customer, but the bank borrows the
proceeds and undertakes to repay them. The promise to pay is to repay at the branch of the bank
where the account is kept and during banking hours. It includes a promise to pay any part of the
amount due, against the written order of the customer addressed to the bank at the branch, and
as such written orders may be outstanding in the ordinary course of business for two or three
days, it is a term of the contract that the bank will not cease to do business with the customer
except upon reasonable notice. The customer on his part undertakes to exercise reasonable
care in executing his written orders so as not to mislead the bank or to facilitate forgery. I think
it is necessarily a term of such contract that the bank is not liable to pay the customer the full
amount of his balance until he demands payment from the bank at the branch at which the
currentaccount is kept".

These words sum up the whole duty of a banker towards his customer in respect of the
fundamental debtor and creditor relationship. It should be remembered in this connection that
rights and duties are reciprocal - the duties under which the banker labours are the rights of the
customer, and conversely the banker's rights will be found in the duties by which the customer
is bound. The customer is not free from responsibility. The banker is bound to pay his cheques,
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but the customer is also bound to see that his mandate to the banker, as contained in the cheque,
is clear and free from ambiguity. The customer must not be careless in the matter of drawing
his cheques. If, he is, and a fraud is committed by which the banker makes a loss, the banker
will be able to look to the customer for reimbursement as will be seen later on.

Effect of Carelessness by the Customer

The most common from of carelessness in filling up cheques is to leave spaces before
or between the amount expressed in words. Thus any fraudulent person, into whose hands the
cheque may come, is provided with an opportunity to raise the amount of the cheque so that the
alteration is not apparent to the paying banker. It is equitable that any loss which may arise as a
result of such carelessness should fall on the customer and not on the banker. In an attempt to
protect such customer against themselves, banks have their cheque forms printed to include
the words "the sum of" in the hope that customers will commence writing the amount in words
immediately thereafter.

This form of carelessness is by no means a recent development, as we find examples of it as
long ago as 1827 in the case of Youngv. Grote, and later in the Macmillan case 1918.

In the latter case, it was made quite clear that a duty is imposed upon the customer to see that
the cheques drawn upon a banker are properly drawn, when it was said :

"It is beyond dispute that the customer is bound to exercise reasonable care in drawing the
cheque to prevent the banker being misled. If he draws the cheque in a manner which
facilitates fraud, he is guilty of a breach of duty as between himself and the banker ,and he will
be responsible to the banker for any loss sustained by the banker as a natural and direct
consequence of this breach of duty"

"It has often been said that no one is bound to anticipate the commission of a crime,
and that to take advantage of blank spaces left in a cheque for the purpose of increasing the
amount is forgery, which the customer is not bound to guard against. l am unable to accept any
such proposition without a very great qualification. As the customer and the banker are under
contractual relation in this matter, it is obvious that in drawing a cheque the customer is bound
to take usual and reasonable precautions to prevent forgery . Crime is indeed a serious matter,
but everyone knows that crime is not uncommon. If a cheque is drawn in such a way as to
facilitate or almost to invite an increase in the amount by forgery if the cheque should get into
the hands of dishonest person, forgery is not a remote but a natural consequence of
negligence of this description".

The Banker's Position with a Forgery.

If a banker pays a cheque upon which the drawer's signature has been forged or the
amount fraudulently altered, his position is not a happy one. In the first case, he has no
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statutory protection at all, but in the second, he may be able to recover the amount by which the
cheque has been raised from his customer, if there has been contributory negligence on the part
of'the customer.

With regard to payment of a cheque on which the drawer's signature has been forged,
it should be noted that negligence has nothing to do with the matter - it is a question of
breaking the contract to repay against the customer's written order. Many bankers no doubt,
will have seen forgeries which are so perfect that the exercise of the utmost care would not
have detected them. where the drawer's signature is forged and the banker pays the cheque,
then the banker will, in normal circumstances, be liable to refund the amount to his customer.
The qualifying words "in normal circumstances" are added in view of the case Green wood v.
Martins Bank Ltd. 1933,in which a husband did not disclose to the bank that his wife had
forged certain cheques on his account until after her death. The husband sought to recover the
amount of the forged cheques from the bank , but failed, for the reason that by not informing
the bank earlier, he had deprived it of recourse to the person who committed the forgeries. In
this case the doctrine of estoppel was invoked against the customer who by his silence
prevented the bank from springing an action against the forger. (for practical purposes
estoppel arises where one party by his acts or words leads another party to believe that a certain
state of affairs exists)

Where a person is aware or has reasonable grounds for suspecting that his signature
has been forged on cheques, he must advice his banker, otherwise if a loss occurs by payment
of the cheques, he may be estopped from setting up the forgery. This does not mean, however,
that a banker has a ready way out of trouble if he pays a forged cheque. Actually the cases
where estoppel has been successfully setup are few

If cheques are wrongly debited to a customer's account, the customer can demand that
his balance be restored, even if he has received his statement from the bank and has had an
opportunity of verifying the details.

It should be noted that where a customer has received his pass- book or statement and
raised no query thereon, this does not mean that he condones the forgeries, for as the law at
present stands, receipt of the pass-book or statement and its return without comment cannot be
taken to mean that the customer has adopted the entries stated therein as his own.

It is sometimes thought that a banker cannot charge a cheque, whichisa forgery, to
his customer's account because the banker should know the signature of his customer and that
his negligence in not detecting the forgery prevents him from debiting the account. The
true reason, as was pointed out in the case River Plate Bank v. Bank of Liverpool 1896, is that
the banker cannot charge his customer with moneys paid away with out his mandate or
authority.
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A BANKER'S OBLIGATION TO HONOUR CHEQUE

Earlier we saw that the relationship between banker and customer was that of debtor
and creditor with an added obligation, so far as the banker was concerned, to honour his
customers' cheques subject to certain conditions.

These conditions will be considered in detail in the following pages. Some of them
may now be stated as follows: (1) There must be funds available :(2) The cheque must be drawn
in proper form: (3)There must be no legal bar, that is no legal reason justifying a refusal to pay:
(4)There is no countermand of payment.

Availability of Funds.

The customer must have an account with a credit balance or an arrangement for an
overdraft which would not be exceeded by the payment of any cheque. As regards the
sufficiency of the balance, the amount must be sufficient to pay the full amount of the cheque.
The banker is under no obligation to pay part of a cheque, and, in the absence of an
arrangement to the contrary, a customer is not entitled to have a cheque paid if the funds in the
account are insufficient. A cheque is an order to pay money, addressed to a banker, and nothing
more. Therefore the payee has no right of action against the banker if the cheque is returned
unpaid.

Where a customer keeps accounts at various branches of a bank, each with a credit
balance, he is only entitled to draw to the extent of the available balance at the branch upon
which his cheque is drawn. A banker, before returning a cheque unpaid, is not bound to make
inquires as to whether or not the customer has funds available at another branch, or whether
credits have been paid in at other branches and not yet received.

As to the availability of the balance, the banker must be allowed a reasonable time to
clear cheques paid in for collection, and he must have time to post credit in the account. For
example, money which is being paid in to one teller cannot be regarded as immediately
available for the payment of a cheque whichis being presented to another teller for payment.
Areasonable time must be allowed for credits to be posted to the ledger. What would constitute
a reasonable time will depend upon the circumstances of the case. In a South African case,
Witbank District Coal Agency v. Barclays Bank 1928, it was held that an interval of one and a
quarter hours was sufficient. (of course, where the delayed posting system is in operation a
longer time would be necessary)

Cheques presented for payment should be paid in the order in which they are
presented. Where several cheques for different amounts are presented at the same time and
funds will not permit payment of them all, the banker would be justified in paying the larger
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cheques so as to cause as little damage as possible to his customer's credit. Where two cheques
for identical amounts are presented for payment and the balance of the account is sufficient to
pay only one, pay the first one issued. Where a customer has more than one account at a
branch, in the same right, the banker would, in the absence of any agreement to the contrary, be
justified in paying a cheque against the combined balance. He should notify his customer of
this action.

Cheque mustbe Drawn in Proper Form.

When a cheque is presented for payment , the banker must see that it is in proper form
and free from ambiguity. The mandate must be signed by the drawer or his authorized agent.
We saw earlier that a customer must not issue cheques leaving spaces which facilitate the
raising of the original amount of the cheques. A drawer would have no legal redress against the
paying bank, where he signed a cheque with the space for the amount in words left blank, only
the figures being inserted, and the amount of the cheque was fraudulently raised, the larger
amount being paid.

Ifa customer signs a cheque in blank leaving a clerk to fill in the amounts, it has been
held that he is bound by the instrument, as completed by his agent, to a Holder in Due Course,
provided the cheque is not marked "not negotiable". On this point SIR JOHN PAGET has
said:

"If a banker elects to pay on an ambiguous mandate and does so on a reasonable
misinterpretation of its meaning , he may set up that the misleading him by the customer,
disentitled the customer to complain, or he may rely on the recognized rule that an agent
cannot be made liable who has adopted a reasonable course in the face of ambiguity in the
principal's instruction whether such ambiguity arise from the method of expression or the
medium of communication”.

Before paying his customer's cheque the banker must ask himself certain questions.
Does the signature on the cheque purport to be the one which the customer has authorized the
banker to honour, and is it genuine? Has the cheque been altered since it was issued? If it is
payable to order, is the endorsement in proper form? Has payment been stopped? Has the
banker received notice of the death of the drawer? Or has the banker received notice of any
other disability, such as lunacy or bankruptcy? Has the banker been served with a garnishee
order or other order prohibiting payment? Is there sufficient money in the account? Is the date
on the cheque in order? Is it post-dated or ante-dated? Answers to all these questions should be
considered before payment of the cheque is made.
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Form of Cheque

According to the Bills of Exchange Act one of the requisites of a valid bill (a cheque is
a bill of exchange drawn on a banker and payable on demand) is that it should be in writing.
According to the Act, writing includes printing and type-writing. It may be written in pencil,
although, for obvious reasons, this practice is discouraged by bankers. A cheque written in
ordinary pencil would not usually be paid without reference to the drawer, as the banker
cannot tell whether or not it has been altered. Cheques written in indelible pencil, although
discouraged by bankers, are generally paid if otherwise in order.

Amount of a Cheque

The amount of a cheque must be a sum certain in money. As a rule the amount is
usually written in words in the body of the cheque and , in most cheque forms, the figures
appear on the right hand side, opposite or just under the words. However, if the amount
payable were only shown once on the cheque, this would be sufficient under certain
circumstances. The Bills of Exchange Act does not specifically say that the amount must be
stated in words and in figures. Actually many firms and banks now use a special cheque

writing machine which writes the amount in figures only, e.g "Exactly £130.55" in bold type

which would be difficult to alter in any way

The Bills of Exchange Act implies that where the amount is stated in words and in
figure and there is a discrepancy between the sum payable in words and that expressed in
figures, then it is the amount expressed in words which is the amount legally payable. The
insertion of the amount in words in the body of a cheque in the case of a written cheque is a safe
guard to bankers and others against fraudulent alteration.

In practice, a banker rarely pays the amount in words if it is the larger amount. Such
cheques are usually returned marked "Amounts differ", although some bankers will pay the
amount in words if it is less than the amount stated in figures.

Customers frequently make mistakes when drawing cheques, but it is a good idea not
to refuse payment if the drawer's intention is plain on the face of the cheque. For example, the
omission of one of the words "pounds" ,"shilling"or"pence" is not sufficient to invalidate the
cheque if the amount agrees with the amount in figures. (Phillips v. Tanner 1833) The omission
of the words "dollars" and "cents" would have the same result. Thus a cheque drawn for
"twenty six forty-five cents" or 'twenty-six 45 cents" may reasonably be paid if the amount in

figures is given at £ 26-45, as the omission is only a clerical error.




Alterations in Cheques.

As regards alterations in cheques, the paying banker should require the signature of
the drawer to confirm the alteration rather than initials, as the latter can easily be forged.
However, it is the practice of bankers to pay where the alteration is initialled only. Where a
bank pays a cheque which has been materially altered without the consent of the drawer, he
runs the risk of being unable to debit his customer because the instrument would be considered
void.

By virtue of the Bills of Exchange Act, any alteration of the date, sum payable, place
of payment, or crossing on the face of a cheque is material and should be confirmed by the
drawer. This list is not exhaustive, other alteration include alteration to payee's name, deletion
of the word "order" and the substitution of the word "bearer". Actually any alteration which
has the effect of varying the terms of the cheque must from its nature be material.

If a cheque is altered after it leaves the hands of the drawer, without his permission
(additions permitted by the Act excepted), it can be disowned by the drawer and if paid by the
banker it cannot be debited to the drawer's account. if the alteration is apparent and the banker
pays, the latter have to stand the loss, just as he will if the alteration is non-apparent, provided,
of course, that the drawer used due care when drawing the cheque. Where the alteration is non-
apparent, however, and it can be shown that the drawer was careless in drawing the cheque,
then he will suffer any loss occasioned by the alteration.

Dates on Cheques.

By the Bills of Exchange Act, a cheque is not invalid because of the omission of the
date. The date is not a material part of a cheque - that is to say, it is not essential for its validity.
The date of issue may be proved by parole evidence. While an undated cheque may be valid for
the purposes of negotiation from one person to another the position would be different where
such a cheque is presented for payment and discharge. In practice, no banker should pay an
undated cheque, and there are judicial grounds for refusing to pay (Griffiths v. Dalton 1940).

Although a lawful holder has authority to insert a date, it is not the banker's duty to
advise the holder to do so. The object of returning an un-dated cheque is to protect the
customer, for although he may have signed the cheque he may not have wished it to be issued
and paid.

It should be noted that an alteration of the date is a material alteration and requires the
drawer's confirmation. The difference between the insertion of an omitted date, and the
alteration of a date on a cheque should be noted. The Act permits a lawful holder to insert a
date, but requires all parties to agree to an alteration, as the alteration to the date is material and
cheque should bear evidence that the drawer approves of the alteration. Although the date is
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not essential to the validity of a cheque, the date is important to a holder in certain
circumstances. For example, according to the Bills of Exchange Act, "When an overdue
cheque is negotiated it can only be negotiated subject to any defect of title affecting it at
maturity, and thenceforward no person who takes it can acquire or give a better title than that
which the person from whom he took it had. "A cheque would be overdue for the purposes of
negotiation when it has been in circulation for an unreasonable length of time. What
constitutes "an unreasonable length of time" for this purpose is a question of fact. Sir John
Paget suggests that in the absence of special circumstances, 10 to 14 days would probably be
held to be the limit.

An overdue cheque ceases to be a negotiable instrument and can only be transferred
subject to any defect oftitle.

Thus any person taking an overdue cheque gets and gives precisely the same title as
his transferor- that is to say, he takes the cheque subject to equities, and is in the same position
as if the cheque were crossed and marked "not negotiable". It is necessary to distinguish
between a cheque that is overdue for the purposes of transfer and one that is "stale"for the
purposes of payment. This latter term refers to a cheque bearing a date 6 months previously.

Ante - dated Cheques.

An ante-dated cheque is one which is dated prior to the date on which it was issued.
For example, a cheque issued on the 1st July, 1974, but dated 1st July, 1973, would be ante-
dated. Although such a cheque is not invalid it is the practice of bankers to refuse payment of a
cheque bearing a date six months prior to the date of presentment for payment. The reason for
returning such cheques is to give the drawer the opportunity to confirm that he still wishes
payments to be made.

Although a banker may refuse to pay a cheque which has been outstanding 6 months
or more, the drawer is not discharged from liability on it until a period of six years from the
date of issue has elapsed.

Some bankers, rather than return an antedated cheque, will pay the cheque and have
the date confirmed by the drawer. This is often done at the beginning of a new year when
customers inadvertently insert the wrong year on their cheques.

Post-dated Cheques.

A post-dated cheque is one dated later than the date of issue. By the Bills of Exchange
Act, "abillisnotinvalid by reason only thatitis post dated". Apost-dated cheque is, therefore,
a legal instrument and can be negotiated as soon as it is drawn. However, a banker is not
entitled to pay a post-dated cheque before the date it bears.
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The main reason for this is that a post-dated cheque must not be paid by the drawee
banker or debited to the drawer's account until the date shown thereon arrives. Should a banker
pay a cheque before the date shown on the instrument he will be liable for any consequences
that may ensue-as, for example, where the customer stopped payment before the date of the
cheque. Furthermore, payment of a post-dated cheque may entail dishonour of a regular
cheque, which is subsequently presented, in which case an action for damages to his
customer's account may lie against the banker. In such an event the banker would be virtually
disobeying his customer's mandate.

Where a banker on whom a post-dated cheque is drawn pays it by mistake, and its
payment is stopped before the date arrives, Sir John Paget has expressed the opinion that the
banker could not debit the cheque to the drawer's account and that he is not entitled to the
position of a holder in due course and could not sue his customer.

Ifacheque is dated on a Sunday it should not be paid until the following business day.

Although a post-dated cheque is recognized by the Bills of Exchange Act as a valid
instrument, it is not payable on demand. Actually it is a bill payable at a determinable future
time, and as such would be subject to ad valorem duty.

In practice, however, it would appear that post dated cheques are often accepted by
traders and presented for payment on their due date.

Mutilated Cheques.

Ifa cheque bears evidence of having been torn, as though to cancel it, payment should
be refused. If, however, the mutilation is confirmed by the singnature of the drawer or by the
collecting banker that the cheque was accidentally torn by him, the paying banker usually
accepts such explanation and will pay the cheque. An unconfirmed mutilation is not generally
accepted.

Return of Customer's Cheques.

Earlier we stated that the banker was under an obligation to pay his customer's
cheques to the extent of such customer's credit balance or the extent of any overdraft
accommodation, provided there was no legal reason or excuse to the contrary. While it is the
primary duty of a banker to honour his customer's cheques, the banker may be precluded from
carrying out that duty on the happening of certain circumstances. In other words, his authority
to pay cheques and charge the customer's account will be determined.

Before considering these various circumstances, we shall deal with other points
arising out of the return of a customer's cheque.
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Firstly, the wrongful dishonour of a customer's cheque could prove a costly business
for a banker, for such an event will give the drawer a right of action for breach of contract,
which, if proved, may result in an award of damages against the bank. Damages in some cases
in the past have been substantial and in the case of traders or businessmen this is
understandable, because the return of cheques drawn by these parties with answers indicating
lack of funds may well have serious results for the drawers of the cheques. In recent years,
however, there has been a tendency in the case of private individuals to award nominal
damages only, unless special damages are proved. If it is necessary to return a customer's
cheque, care should be taken to put an answer on the cheque which, with due regard to the facts
of'the case, is least liable to damage the customer's credit.

Secondly. while on the subject of unpaid cheques, it is interesting to note that there is
nothing in the Bills of Exchange Act or other enactment that requires any unpaid cheque to
have on it in writing the reason for dishonour. Of course the rules of the Clearing House require
the reason to be stated on any returns passing through the exchanges.

As regards cheques presented over the counter, there is no legal obligation on the
drawee banker to write an answer on an unpaid cheque, but it is in his interests to give an
answer, so as to avoid any subsequent controversy as to what in fact was the reason for non-
payment. However, it should be noted that writing of an answer on an unpaid cheque would be
very definite notice to any subsequent party of previous dishonour.

Statutory or Legal Duty to Refuse Payment.

We will now deal with the occasions where a banker is under a statutory or other legal
duty to refuse payment or where for his own protection he finds it incumbent to do so.

The Bills of Exchange Act provides that "the duty and authority of a banker to pay a
cheque drawn on him by his customer are determined by: (@) Countermand of payment, (b)
notice of the customer's death".

If should be noted that these are by no means the only occasions when a banker is
released from his contractual duty to honour his customer's cheques - the other cases will be
dealt with in their turn.

With regard to countermand of payment, the drawer's right to stop payment of a
cheque exists right up to the last moment when payment must be made or refused by the
banker. For example, where a banker has up to the close of business on the day of presentation
at the Branch to pay or return a cheque, the drawer may exercise his right to stop payment up to
that time. The cheque would not be considered paid until the last moment when the banker
could return it, even though it may have been debited to the drawer's account. In such case the
drawer has the right to countermand payment up to the bank's closing time, but in certain cases
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where payment has been advised to the presenting banker (such as special presentation, or fate
required by telephone, telegram or post), or any other party, payment is irrevocable as soon as
that advice is given, and thereafter the drawer would have no right to stop payment.

Time Allowed in which to Return Unpaid Cheques

The time available to a paying banker depends on the circumstances of each case as to
how and when the cheque is presented, and on current banking practice. The legal position
where both the collecting and the paying banker are in the same town is that an unpaid cheque,
unless the local rule is to the contrary, should be returned so as to reach the presenting banker
on the day following receipt by the drawee bank. Where, however, a cheque is presented by
post direct to the paying banker and is unpaid, it must be returned, to the presenting banker, not
later than the day following receipt, or if there is no post on that day, then by the next available
post. While this is the legal position it is often varied by the custom and practice of bankers in
connection with the local and central clearings, the rules of which must be strictly followed,
otherwise the banker may suffer liability.

Cheques Presented through the Clearing House.

Where a cheque is presented through the Clearing House the banker is subject to its
rules which are co-ordinated by agreement between the banks, so as to provide a uniform
method of procedure, Usually a limited time is allowed in which unpaid cheques must be
returned. The cheques may be returned through the Clearing House or direct to the presenting
banker.

If a cheque is not returned by the paying banker within the time specified, the
presenting banker can regard it as paid, and could refuse to accept it after the expiration of the
time laid down under the Clearing House rules.

Cheque Presented by Post Direct to the Paying Banker.

Where a collecting banker presents a cheque by post direct to the paying banker for
payment, the latter need not legally return the cheque until the day following receipt.
However, it is the practice of bankers to return the unpaid cheque on the day of presentation.

Cheques Presented over the Counter for Encashment.

Where an open cheque is presented for payment over the counter of the drawee bank,
the holder is entitled to payment or an answer immediately. Such a cheque is payable on
demand and the banker is not entitled to hold it until the close of business.

Where Payee and Drawer are Customers of the Same Bank.

Where a customer pays in to his account a cheque drawn on the same branch, the
banker collects the cheque as agent of the customer paying it in and as such could legally hold
itover until the close of business on the following day if funds were insufficient to meet it.
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In practice, however, such a cheque would usually, in the absence of other
circumstances, e.g- deferred posting, be paid or returned on the day of receipt. Of course, if
the customer at the time of paying in the cheque asks for and is given an affirmative answer, the
cheque would be treated as paid and thereafter the drawer has no right to countermand
payment.

Time when a Cheque is Paid.

The time when a cheque is paid is that point of time in the process of clearance at
which the drawee, banker's express or implied intimation that the cheque is paid cannot be
withdrawn - that is to say, the time after which his right to send it back either by virtue of the
Clearing House rules or other rules has expired (Re Hone 1950). It is sometimes thought that a
cheque is paid at that point of time when it passes through the Clearing House, but this is not
the case.

Contd....

1. Whatyou get by achieving your goals is not as important as what you become by
achieving your goals - Johann Wolfgang von Goethe.




TRUST RECEIPTS

A Trust Receipt is a document used by a Consignee to obtain facilities from an
approved credit agency for the following purposes:-

1. For importation of goods
2.To purchase goods for exportation
3. To purchase goods for local market

Based on the above requirements there are three kinds of Trust Receipts.

1. Trust Receipt for imported goods
2. Trust Receipt for exportation
3. Inland Trust Receipts

Trust Receipts are operative by the Trust Receipt Ordinance No. 12 of 1947
amended by Act No. 13 of 1990, which imposes Director's liability and Act No. 14 of
1990, which deals with the Inland Trust Receipts.

Section 5 of the Ordinance defines what an 'Approved Credit Agency' is.

This is a short - term facility usually (90 or 120 or 180 days) and granted only to
the Consignee who are trustworthy. Consignee is bound to the credit agency by
executing a Trust Receipt, which lays down terms and conditions and is registered at
the relevant Land Registry of the area where goods are stored as per the Registration
of documents Ordinance treating as a Bill of Sale affecting the goods. Goods have to
be properly described in the appropriate place of the Trust Receipt in a manner that
goods could be identified at a later stage.

The Consignee further undertakes to insure all goods against all insurable risks
to their full insurable value in the name of the credit agency.

When granting the facility the goods are held in trust for the credit agency.
Though the goods as imported by the consignee documents of title to the goods is
given to the Bank and then the consignee takes the documents from the Bank and
collects goods and are held on trust. In other words Bank is the owner of the goods and
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it is given to the consignee on Trust. Possession of goods lie with the borrower and the
ownership rests with the credit agency. Default in payment of the facility and
subsequent failure to hand over the goods which are held in trust, on demand will lead
the credit agency, to sue the Consignee, either under the Trust Receipt Ordinance for
breaching of conditions, in the Magistrate's Court, or in the District Court for recovery
of dues, either under normal money recovery procedure or under Debt Recovery
Legislation.

When a Trust Receipt is executed and registered at the Land Registry as a Bill
of Sale, credit agency is entitled to recover its dues in the following ways:-

1. Byselling the goods, if properly delivered on demand.

2. In the event of seizure of goods by any other party in execution of a decree in a
Court of Law, upon making an application to that specific court seeking for an
order directing that goods be delivered to the credit agency and selling by public
auction.

3. In the event of insolvency of the Consignee, upon making an application to the
court in which the insolvency proceedings are pending, seeking for an order
directing that the goods be delivered to the credit agency and selling by public
auction.

In terms of section 4 (1) (iv) of the Ordinance if any person who has executed
the Trust Receipt commits a breach or fails to comply with any undertaking referred to
in the Trust Receipt is guilty of an offence and shall be liable for imprisonment of
either description for a period of three years or to a fine not less than the amount due by
the Consignee, and not exceeding three times of the amount borrowed.

As per the amendment made by Act No.13 of 1990 section 4A has been
incorporated to the Ordinance according to which when an offence is committed
punishable under this Ordinance every Director of a Company, or every partner of a
Firm, or each individual if an unincorporated body is also liable and shall be deemed to
be guilty of the offence until they prove that such offence, was committed without their
knowledge, or that he exercised due diligence to prevent the commission of the
offence. It may be noted that since a company is not physically punishable the
Directors have been made liable.
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In civil cases the proof required is on the basis of 'balance of probability’ i.e
word against word and whom to believe. In criminal cases, the proof should be 'beyond
reasonable doubt'. i.e there should be no doubt about the offence in the mind of a
reasonable prudent person. In criminal cases the standard of proofis very high. Same
principle applies to the Trust Receipt cases filed in the Magistrate's Court.

Defence Counsel always point out the slightest deficiency in documentation in
courts, and therefore the Bank has to be accurate, specific and clear in documentation.

Damayanthi Munasinghe
Senior Legal Officer

Recoveries
(Courtesy Legal News BOC Legal Department)
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BMev SiflFand

Soomiamns amSuilar 755 LG Bmmaldh ASTaLTL apLb
BTOSIF BBPAYLD

URTLIIBruEs FiaBzs wvrprid wrLugsgso (BMICH) &so
sLBBzsSwWw aip (7) SL. BshF uBBu f semrGsmrrl.Lib.

Bevsiena sukidlullssr 756ug1 1,616 Blevpensus QaETewiLT®W (Wawore “Llydum Ny
616U BEVTEFEFT] BHlaLpelenes eunidlulles BIrbsT embluiraemers Qamenmh CFwbLIBSS Dieueis
rETaTRsaTar sorTETyhsme NFHusilégd amaulnd samduirssier Spenosamen
GeueflsGaTami(Hd  uensuigid 30.08.2014 SIBIM  LHILITHTWES FiTeuBHF OTHTLH
LWL LIS Sled GLITL 19 BlaLpeura 18 @Lpdbas6it LIBIGLIDDI6.

QL LOTBTESHmSF BFihe GL(pbLTeTer Slenerssie Birbsy camyuiTser 44 Guiflest
uBGLUDPGT®  sTevsfFand egibd Blspey Gwen GuibprniLg. GoenL GuiHori L
Papaysaisd omifled Gphsaisaiar 6wra ayGupsnu CQUDD Beparsand B
SIPIOHSEI-

BevEins kIS euL WTETaSSHed eleusmuid, Warlly saeid B\H Sempaefaid
Papbs Osremigmbs “sbhsl ey’ wHOID WHDF ey @b Hsngul  eulig
SIDEIL L TenTHemen SihBFOFIIg, eleusTullsl @ WanlguiTearTal GW SialTsEndbE 2 5bhs
suenaulled oumid) uFdlsemen aupmid, Siairsamer auerb GLDF QFiIF), seaip GFuiglulenssubd
BevEinss BHFHIGT FHe0 GMMSHAUMD PAVMEHSH BILML  UATDLIHSSHISTD
QewpuTiged, 75 eupL  eugeordm Gumem lds end amdud Kysmer LIEEG
audlsHlaTnOBaTLS MmN FLOBENERSE CLPEVLDTEAILD HTLBHH60 LIWLIGTLHSSLILILL GQLIT(HL ST
CLPEULDTHAYLD HEn6VE6NG HemeumiGeT 2aiTeabd  6ebweuTaer QeueflLGES Blearpriaser
SIFIDTED DiF! LOHBWTHTEI. B\SHMET H(HLIGLIT(HLBEN6MULILD EDLDWILDTES QBTN B “BT6v
sflFemb® Blapeler srev Sjemey Geumitd gGLp BILOL EisemT@LD.
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Our sincere thanks to...

é—f‘ % The A.G.M (NP) Mr.B.Nanthakumar for ’@
= a. Sending the blessing message. =
g g g g S
@: b. Showing keen interest towards the pensioners, especially i@i
) organizing the 'Pioneers' day' in a fitting & felicitating manner &
&% =
@,u;. on the 19th Aug 2014 in every Branch under his perview with §
% the leadership of the respective managers. %
&% =
g €
S < Our subsidiary institution ceybank unit trust for assisting us =2
g, 8
g financially by way of their advertisement and its cerimonial opening '@
@: ofthe Jaffna Branch too, which is going to coincide with the release :@
) this magazine 8
&% : =
g, 8
&% =
%— % Our special thanks to Mr.K.P.Anandanadesan the A.G.M (EP) and %
5 Mr. Roy Jeyakumar the manager City Branch BOC Vavuniya for %
5 distributing and Disseminating our messages through our '%’g
o magazines in Eastern Province and Wanni District. e
“ -
S jé
&% =
8:, «»» All our committee members, Area co-ordinators and the Editorial ,@
= =
% committee members for their untiring support. %
&% =
g,

S« Thebranch Managers and staff who have send us various photo §
3, €
5 graphs of events to be included in this magazine. &
“ 5
g 8
&% =
@;;_ % The "Gruru Printers" Thirunelvely for providing their continuous §
% service by printing the magazines in time. .%
&% =
g €
% Thanking to all of you who have directly
% or indirectly involving in our activities. %
&% =
: 5
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