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profitability, solvency and asset utilisation. Findings across all ratios consistently
demonstrate that KFC is financially stronger and more operationally efficient,
while DFC exhibits persistent financial distress, weak liquidity and low
profitability.

Liquidity and Short-term Stability

As indicated by the current ratio (Figure A1), KFC maintains a stronger liquidity
position, signifying its superior ability to settle short-term liabilities. In contrast,
DFC shows a downward trend in current assets coupled with rising current
liabilities, reflecting strained liquidity and weakening short-term solvency. These
findings are consistent with prior studies suggesting that liquidity stress
undermines financial institutions’ operational flexibility and increases vulnerability
to external shocks (Pandey, 2019; White et al., 2003).

The quick ratio findings (Figure A2) show that DFC holds more cash and cash
equivalents relative to KFC, yet this does not translate into stronger overall
liquidity or profitability. KFC’s declining quick ratio reflects higher investment
outflows and greater reliance on operating cash flows, which may support long-
term growth. Strong operational cash flow is often viewed as a positive indicator
of institutional resilience (Gitman & Zutter, 2018).

Solvency and Capital Structure

The debt-to-equity ratio trend (Figure A3) clearly indicates that DFC is heavily
leveraged, with rising dependence on borrowed capital. High leverage increases
financial risk, reduces creditworthiness and exposes the corporation to solvency
challenges. Literature on public financial institutions associates excessive debt
and rising NPAs with long-term insolvency risk and erosion of stakeholder
confidence (Chattopadhyay, 2020; Rao & Anwar, 2020). Conversely, KFC’s
debt-to-asset ratio (Figure A4) shows a healthier capital structure with assets
consistently exceeding liabilities. This indicates more prudent debt management
and a stable solvency profile. A favourable capital structure enables institutions
to sustain operations and pursue growth strategies without excessive financial
strain (Kumar & Joseph, 2021).

Interest Servicing Ability

The interest coverage ratio (Figure AS) shows declining performance for KFC,
indicating increased interest burden and reduced ability to meet debt obligations
through earnings. DFC, despite overall weaker financial performance, shows a
comparatively higher interest coverage ratio, although not strong enough to offset
broader solvency issues. Declining interest coverage is widely recognised as an
early warning sign of financial distress (Sharma & Bansal, 2022).
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Profitability and Return Measures

Figures A6—A9 highlight KFC’s consistently superior profitability across multiple
measures:

*  ROCE (Figure A6) confirms KFC’s stronger ability to generate profits
from its capital base, aligning with findings in DFIs where efficient capital
allocation correlates with sustained performance (Bhoi & Sahoo, 2020).

*  ROA (Figure A7) illustrates DFC’s inability to utilise its assets efficiently
due to rising NPAs and operating expenses, whereas KFC maintains
positive revenue generation capacity.

*  Net profit ratio (Figure A8) and overall profitability (Figure A9) further
confirm KFC’s stable earnings and cost efficiency, compared to DFC’s
losses and operational inefficiencies.

Research on public-sector financial institutions consistently emphasises the
importance of profitability as a determinant of long-term survival, especially in
competitive lending environments (Mishra & Singh, 2020).

Asset Utilisation Efficiency

Asset turnover ratios (Figures A10 and A11) demonstrate that DFC underutilises
both fixed assets and total assets, resulting in lower revenue generation. KFC, on
the other hand, displays strong asset utilisation efficiency, suggesting superior
management practices and operational productivity. According to established
financial theory, higher asset turnover implies effective deployment of resources
and greater operational success (Gitman & Zutter, 2018).

Taken together, the findings paint a consistent picture:

* DFC is financially stressed, facing liquidity constraints, high leverage,
poor profitability and inefficient asset utilisation.

« KFC exhibits financial strength, with better liquidity, profitability,
solvency and operational efficiency.

These insights align with existing literature, which shows that performance gaps
among SFCs stem from governance quality, NPA management effectiveness and
regional economic support structures (Mohan, 2021; Rao & Anwar, 2020).

Conclusion

The financial assessment of the DFC over the past five years reveals clear signs of
financial stress, declining stability and weakening operational strength. Persistent
liabilities, rising debt obligations and an alarming increase in NPAs have severely
undermined the corporation’s profitability and its ability to manage financial risks
effectively. The declining net worth further indicates that the corporation has been
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unable to generate adequate returns, with losses being absorbed by outstanding
liabilities, ultimately reflecting a state of financial vulnerability and near-insolvency.
The reduction of interest-earning capacity to 8%—10% further highlights DFC’s
constrained revenue base and diminished competitiveness within the financial
market. Unless these structural weaknesses are addressed, the corporation risks
long-term erosion of sharcholder value and continued deterioration of its financial
health. The findings of the study underscore the urgent need for a comprehensive
turnaround strategy. Enhancing operational efficiency, reducing NPAs, strengthening
credit appraisal mechanisms, diversifying revenue streams and exploring strategic
collaborations—such as mergers or partnerships with financially stronger
institutions—are critical for restoring the corporation’s long-term viability. Effective
loan recovery mechanisms, along with stringent cost control and optimised asset
utilisation, will be essential to rebuild financial resilience.

Overall, the study contributes actionable insights that can support DFC in
safeguarding its net worth, improving governance practices and re-establishing
financial stability. Implementing these recommendations will enable the
corporation to reposition itself competitively, better serve its stakeholders and
pursue sustainable growth in the future.
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Appendix

Table Al. Computation of Financial Ratios of Delhi Financial Corporation and Kerala
Financial Corporation for the Last Three Years.

KFC DFC
Particulars 20202021 2021-2022 2022-2023 2020-2021 2021-2022 20222023
Current ratio 1.51 1.18 1.48 1.33 1.17 1.04
Quick ratio 0.08 0.07 0.04 1.28 .13 1.00
Debt to equity 6.29 6.24 8.62 3.18 3.2 3.35
Debt-to-asset 0.8 0.82 0.83 0.76 0.76 0.77
ratio
Interest 0.96 0.88 0.79 0.48 1.3 2.01
coverage ratio
Return 0.09 0.07 0.07 0.03 0.09 0.0l
on capital
employed
Return on 0.00 0.00 0.0l 0.09 0.11 0.15
assets
Return on 0.02 0.03 0.12 0.35 0.48 0.64
shareholder’s
equity
Net profit 1% 3% 7% -119.76% -163.21% -258.71%
margin
Fixed turnover  54.90 70.56 93.67 4.08 4.42 4.07
Total assets 0.11 0.10 0.11 0.07 0.07 0.06
turnover

Source: Compiled from DFC Annual Reports (2019-2023) and KFC Official Website Data
(2019-2023).
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CURRENT RATIO
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Figure Al. Current Ratio of KFC and DFC.

Source: Delhi Financial Corporation Annual Report (2023).

¥ Quick Ratio

0.07

2020-2021 2021-2022 2021-2022 2022-2023

KFC | DFC

=
o

8.62 ¥ Debt To Equity

O P N W A U N O O

2020-2021 2021-2022 2022-2023 2021-2022 2022-2023
KFC DFC

Figure A3. Debt-to-equity Ratio of KFC and DFC.
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¥ Debt to asset Ratio
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Figure A4. Debt-to-asset Ratio of KFC and DFC.

Source: Author’s analysis based on secondary data from DFC and KFC annual reports.
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Figure A6. ROCE Ratio of KFC and DFC.
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Return On Assets
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Figure A7. ROCE Ratio of KFC and DFC.
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Figure A8. Return on Shareholders’ Equity of KFC and DFC.
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Figure A9. Net Profit of KFC and DFC.
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Figure A10. Fixed Assets Turnover of KFC and DFC.
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Figure Al l. Total Asset Turnover of KFC and DFC.



