FIFTEENTH KERALA LEGISLATIVE ASSEMBLY

COMMITTEE
ON

PUBLIC UNDERTAKINGS
(2023-2026)

FIFTY FIRST REPORT
(Presented on 21* March, 2025)

SECRETARIAT OF THE KERALA LEGISLATURE
THIRUVANANTHAPURAM
2025




FIFTEENTH KERALA LEGISLATIVE ASSEMBLY

COMMITTEE
ON

PUBLIC UNDERTAKINGS
(2023-2026)

FIFTY FIRST REPORT

On

The Kerala State Cashew Development Corporation Limited

(Based on the Reports of the Comptroller and Auditor General of India for
the years ended 31* March 2018 and 2019)

566/2025, b




CONTENTS

Composition of the Cominittee
Introduction

Report

Appendix I: Summary of main Conclusions/
Recommendations

Appendix I : Notes furnished by Government
on the Audit Paragraph

Appendix mentioned in Audit Paragraph
Appendix 7

Page

22-25

26-61

62 -




COMMITTEE ON PUBLIC UNDERTAKINGS
(2023-2026)

COMPOSITION
1airperson
Shri E. Chandrasekharan.

'embers .

Shri A. P Anil Kumar

Shri Anwar Sadath

Shri Ahammad Devarkovil
Shri T. V. Ibrahim

Shri P. Mammikutty

Shri K. P. Mohanan

Shri D. K. Murali

Shri P. Nandakamar

Shri Kadakempally Surendran

Shri P. Ubaidulla.

Legislature Secretariat .
DR, N. Krishna Kumar, Secrefary
Shri Venugopal R., Joint Secretary
Shri Anil Kumar B., Deputy Secretary

Shri Mohanan O., Under Secretary.



_ INTRODUCTION

I, the Chairperson, Commitiee i Public Undertakings (2023-2026) having
een authorised by the Committee to present the Report on its behalf, present this
1% Report on The Kerala State Cashew Development Corporation Limited based
n the Reports of the Comptroller and Auditor General of India for the years ended
1* March 2018 and 2019 relating to the Public Sector Undertakings of the State of

cerala.

The aforesaid Reports of the Comptroller and Auditor General of India was
aid on the Table of the House on 74-8-2020 and 10-6-2021 respectively. Tre
onsideration of the audit paragraphs included in this report and the examination of
he departmental witness in connection thereto were made by the Committee cn
ublic Undertakings (2021-2023) at its meetings held on 26-7-2023.

'This Report was considered and approved by the Committee (2023-2026) at
ts meeting held on 18-3-2025.

The Committee place on record its appreciation for the assistance rendered o
hem by the Accountant General (Audit), Kerala in the exarnination of the Audit

saragraphs included in this Report.

The Commitiee wishes 10 express thanks to the officials of the Industries
Department of the Secretariat, The Kerala State Cashew Development Corporation
Limited for placing the materials and information solicited in connection with the
examination of the subject. The Comuyaittee also wishes to thank in particular the
Secretaries to Government, Industries and Finance Department and the officials of
the Kerala Cashew Development Corporation Limited who appeared for evidence
and assisted the Committee by placing their views before the Committee.

Thiruvananthapuram, E. CHANDRASEKHARAN,

21¢ March, 2023, ' Chairperson,
Committee on Public Undertakings.




REPORT
ON
KERALA STATE CASHEW DEVELOPMENT CORPORATION LIMITED
Audit Report (2017-2018)
Audit Para 5.5 - Infructuous expenditure

Decision to meet expenditure on an advertisement, which was not
beneficial to the Company or Government, from the Company’s fund resulted
in infructuous expenditure of X0.39 crore

As per Rule 60 of Kerala Government Servants’ Conduct Rules, 1960
applicable to Public Sector Undertakings, employees/directors of PSUs shall not
criticise any policy pursued or action taken by the Government. Clause No. 1I1.B
(15) of the Memorandum of Assaciation of Kerala State Cashew Development
Carporation Limited (the Company), a PSU, states that the Company <an nreet
expenses on account of advertisements, only if incurred for the promotion of the
Company or considered necessary for the attainment of the objectives of the
Company. '

The Company publishes advertisement for tender enquiries, recruitment of
personnel and sales promotion, These advertisements are published in two io three

local newspapers.

During 2012-13, the Company incurred an amount of £0.30 crore towards
advertisement (sales promotion X0.16 crore, tender enquiries 0.09 crore and
recruitment of personnel ¥0.05 crore). Apart from this, the Company also
published an advertisement on 1 July 2032 in 13 newspapers incurring expenditure
of T0.39 crore as directed by Board of Directors of the Company.

The advertisement was in the nature of accusations against various
departments of Government of Kerala aileging non-cooperation in the working of
the Company.

566/2025.
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Since the advertisement was not in the interest of the Company or the
Gevernment, the Industries Department, GoK, based on the opinion of Finance
Department, directed (September 2012) the Managing Director of the Company to
recoup the expenditure incurred on this advertisement from the Chairman and
Board of Directors of the Company.

Against the appeal of the Managing Director of the Company for review of
the decision, the Finance Department, GoK reiterated that the expenditure should
be treated as a personal liability of the Chairman and the Directors of the Company.
Overruling the objection of the Finance Department, the Council of Ministers,
GoK allowed (October 2014) the Company to meet the advertisement expendifure
from the resources of the Company. The Company paid the advertisement
expenditure in October 2014,

Audit observed that the action of the Chairman and Board of Directors of the
Company to publish an advertisement criticising the policies and initiative of the
Government in itself was violative of codal provisions. Since the advertisements
were not in the nature of tender enquiries or for recruitment of personnel and sales
promotion, these advertisements did not serve the cause of the Company.

Thus, the decision to meet the expenditure on an advertisement, which was
not beneficial to the Company or Government, from the Company’s fund resulted
m infructuous expenditure of 0.39 crore,

GeK replied {(August 2018) that the said advertisement was not beneficial tg
the Government or the Company and udoubtedly squandered public money. An

The reply was not acceptable as the decision to meet an expenditure which
was not beneficial to the Government gr Company was improper.

[ Audit Paragraph 5.5 contained in the Report of the Comptroller and
Auditor General of India for the year ended 31" March 2018 i
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The Notes furnished by the Government on the audit paragraphs are given
in Appendix I1

Discussion & Findings of the Committee

Audit observed that -he action of the Chairman and Board of Directors of the
Company to publish an advertisement criticising the policies and initiative of the
Government was itself a violation of codal provisions. Since the advertisement
was niot in the nature of tender enquiries or for recruitment of persannel or for sales
promotion, it did not serve the cause of the Company. The Commiitee demanded
clarification about this audit observation.

The Managing Director replied that the news was given in the newspapers on
July 1 as per the decision of the Board of Directors in 2012 and it was published as
a news and not as an advertisement and that the Company had already given a
detailed reply to Accountant General. He added that payment to all media were
released only after ratificarion by Government.

The Committee enquired whether the Company Chairman and Board -of
Directors has the right to release an advertisement news criticizing the Government
Potlicies. The Committee further demanded to find out the responsible official and
enquired whether anyone had raised objection to the decision of the Director
Board, The Committee recommended to furnish a detziled report on the matter
including the minutes of the meeting of the Board of Directors.

Conclusions/Recommendations of the Comumittee

1) The Committee observes that KSCDC published an advertisement on
1% July 2012 in thirteen newspapers incurring an expenditure of X 0.39 crore as
directed by Board of Directors of the Company, in the nature of accusations
against various departments of GoK alleging non-cooperation in the working of
the Company without prior approval of the Government and which Is against the
prevailing codal provisions.

2) The Commitiee noticed that though the Industries and Finance
Departments directed the Company to recover the expenditure from the
Chairman and Board of Directors of the Company, special sanction was
accorded to remit the amount from the resources of the Company.
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3} In this context, the Committee asked why the Chairman had not
opposed the publication of advertisement if the Company had no authority (o
give advertisement dgainst the Government Ppolicies and instructions or whether
the advertisement was published against the dissent of the Chairman or whether
anyone dissented from this decision in the Baard Meeting.

4) The Committee aiso urged to submit a detailed report incorporating the
above and mentioning those responsible, enclosing therewith copy of minutes of
the Board Meeting that approved the publishing of the advertisement.

Audit Report (2017-2018)
Audit Para 5.6 - Delay in finalisation of Annual Accounts in State PSUs

Failure of the Administrative Departinents in iniﬁating punitive
Ineasures resulted in non-finalisation of the annual financial statements of
PSUs within the stipulated period, In the absence of finalisation of accounts
and their subseqlztent audit, it could not be ensured whether the investment of
15,922.25 crore by the Government of Kerala and expenditure incurred were
Properly accounted for Moreover, the Government’s investinent in such PSUs
remained outside the control of State Legislature.

According to the provisions of Section 136 (1) read with Sections 129 {2) and
96 (1) of the Companies Act, 2013, companies are required to finalise their anmual
financial statements and place the audited financial statements fo- every financial
year along with annual reports in the Annual Generat Meeting within six months
from the end of the relevant financial year (by Septernber), The same shall also be
Placed in the State Legislature within three months thereafter (by December),

In compliance with the provisions of the Companies Act, 2013, State Public
Sector Undertakings were to place their audited accounts up to the financial year
2017-18 along with the annyal reports in the Anmual General Meeting by September
2018. The same was also to be placed in the Legislature by December 2018,



Audit observed that:

.  Out of 121 working PSUs in the State, 13 PSUs finalised their financial
statements for the year 2017-18 as of September 2018. Only six PSUs did,
however, place their audited financial statements in the State Legislature
within December 2018 as shown in the Table 5.2:

Table 5.2: Details of placement of audited financial statements in the

State Legislature as of July 2019

I Annual General Meeting State Legislature
Within ‘ Afier Not | Within | After lNot
Patticulars | Total | 30 9 5016! 3090018 | placed | 31-12- | 31712 | placed
2018
2018
so far S0
far
Number of 13 ] | 7 0 3 G 1
‘Working PSUs
which finalised
accounts up to the
financial year
2017-18 l
L

The remaining 108 PSUs had arrears in finalisation of accounts for periods
ranging beiween 1’ and 11* years. Audit also observed that during the accounts
arrear period (2008-03 to 2017-18), the Government of Kerala infused budgetary
assistance of ¥5,922.25 crore by way of equity, loans and grants to these PSUs.

1 The Kerala State Financial Emterprises Limited, Autokast Limited, Indian Institute of Informatien Technology
and Management-Kerala, Steel and Industrat Forgings Limited, Kerala State Power and Infrastmacture Finance
Corporation Limited, Kerala High Speed Rail Corporation Limized.

Kerala State Eleciricity Board Limited.

3 22 PSUs had arrear in accounts of one year.

4  Trivandrum Spinning Mills Limited {20067-08 to 2017-18).

(&)
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* In order to ensure that State Public Sector Undertakings adhered to the
provisions of the Companies Act on the finalisation of the annual financial
statements, the Finance Department, Government of Kerala issued
(September 2015) directions to Administrative Departments of the PSUs
to withhold 10 to 15 per cent of budget allocation of defaulting PSUs,
Further, no fresh Government guarantee was to be provided to defanlting
PSUs to obtain loan.

During 2015-16 to 2017—18, the Administrative Departments, however,
released budget allocation of $218.63 crore (2015-16), T415.27 crare (2016-17)
and Y317.10 crore (2017-18) in full respectively to 23, 24 and 30 PSUs whose
accounts were in arrears. Furthermore, six PSUs were given Government guarantee
of X567.86 crore during 2016-17 for availing loans. During 2017-18 also, nine
PSUs with accounts in arrears were given Governmen; guarantee to the tune of
¥1,055.37 crore.

Thus, though the Administrative Departments had the responsibility 1o
oversee the activities of the PSUs and o ensure that the accounts were finalised
end adopted by these PSUs within the stipulated period, the Administratve
Departments did not withhold 10 to 15 per cent of budgetary assistance to PSUs
with arrears in finalisation of accounts.

*  Asper Section 139 of the Companies Act, 2013, the Statutory Auditors of
PSUs are appointed by the Comptroller and Auditor General of India
{CAG).

Audit observed that the CAG appointed Statutory Awditors for the years in
which financial statements were in arrears as far back as Septernber 2008. But
these PSUs did not finalise the arrear accounts so far due to non-ava” \bility of
(ualified accounting staff. The Government of Kerala permitted (Decemuer 2016)
PSUs 10 employ outside professionals at Government expense to overcome the
sh.drtage of accounting staff. But, this possibility was also not explored by 108
PSUs whose annual financial statements were in arrears for 1to 11 years.
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Thus, failure of the Administrative Departments It initiating punitive
measures resulted in non-finalisation of annual financial statements within the
stipulated period. In the absence of finalisation of accounts and their subsequent
audit, it could not be ensured whether the investment of %5,922.25 crore by
Government of Kerala and expenditure incurred were properly accounted for.
Moreaver, Government’s investment in such PSUs remained outside the control of
State Legislature.

- GoK replied that the PSUs were directed (17 July 2018) to submit a schedul2
for finalisation of accounts and complete their audit before 31 July 2018, but most
of the PSUs did not comply with the same. The PSUs were directed {August 2018)
to furnish a schedule of approval of accounts for each pending year to the Finance
Department by 31 August 2018, failing which further fund release and pay revision
of employees of PSUs would be stopped. The Chief Executives/Managing
Directors of all PSUs were also informad (31 December 2018) that pay revision of
employees in PSUs would be subject to finalisation of accounts up to previous year
and also on maintenance of up-to-date &CCOURLS.

The reply was not acceptable as the Government did not implement its own
earlier directions of withholding grants and denial of fresh government guarantes
to PSUs with arrears in finalisation of accounts.

[Audit Paragraph 5.6 contairted in the Report of the Comptroller and
Auditor General of India for the year ended 31" March 2018 |

The Notes furnished by the Government on the qudit paragrophs are given

in Appendix II
Discussion & Findings of the Coinmittee

While considering this audit para, the Managing Director informed the
Committee that the audit for the financial years 2021-22 and 2022-23 is
progressing.

The Committee observes that as a result of delay in finalisation of accounts in
State PSUs for periods ranging between 1 and 11 years the performance review of

PSUs cannot be monitored and hence the defective measures if any being followed
in PSUs could not be rectified.
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It was also noted that the Finance Department issued directions to the
Administrative Departments of the PSUs to withhold 10 to 15% of budge
allocation of defaulting PSUs and not to issue fresh guarantee for availing loan,

In the above prevailing circumstances during 2015-16 to 2017-18 the
Administrative Departments, however, released budget allocation of $218.63
crore (2015-16), ¥415.27 crore {2016-17) and %317.10 crore (2017-18) in full
respectively to 23, Z4 and 30 PSUs whose accounts were in arrears. Furthermore,
six PSUs were given Government guarantee of 3567.86 crare during 2016-17 for
availing loans. During 2017-18 also, nine PSUs with accounts in arrears were

given Government guarantee (o the tune of X1,055.37 crore.

Thus, though the Administrative Departments had the responsibility to
versee the activities of the PSUs and to ensure that the accounts were finalised
and adopted by these PSUs within the stipulated period, the Administrative
Departments did not withhold 10 to 15 per cent of budgetary assistance to PSUs

with arrears in finalisation of accounts,

Though statutery auditors of PSUs are appointed by C& AG, the Committee
also took it seriously that though the Government permitied to employ outside
professionals at Government expense to overcome the shortage of accounting staff
the possibility was not exrlored by 108 PSUs whose annual financial statements
were in arrears for 1 to 11 years,

It was also evident that the fajlure of the Administrative Departments in
initiating punitive measures resulted in non-finalisation of annual financial
statements within the stipulated period. In the absence of finalisation of accounts
and their subsequent audit, it could not be ensured whether the investrment of
¥5,922.25 crore by Government of Kerala and expenditure incurred were properly
accounted for. Moreover, Government’s investment in such PSUs remained outside
the control of State Legislature. .



9

Conclusions/Recommendations of the Committee

5) The Committee ure at a loss to understund why punitive action is not
being initiated against State PSUs who delayed the finalisation of annual
financial statements from 1 (o 11 years. Government nominees in the Board of
Directors of the PSUs should be held accountable for such delay and the
Secretaries of Administrative Departments of those PSUs should keep a tab on such
issues and to oversee the actions for vectifying the shortfalls within a time frame.

6) The Commitiee helieve that the officials of Adminisirative and Finarice
Departments are not informing the higher-ups the exact issues at the time of
action like budgeting, for evading further action against PSUs and officials.

7} The Committee was astonished to note that the proposal for employing
sufficient accounting staff at Government expense for completing the
finalisation of accounts was not even heeded by the 108 PSUs. Hence it is
inferred that the working of PSUs is in total mess and no one at the helm of
affairs is committed to streamline their activities, Morzover, the main pillar of
democracy, the legislature which functions as the- check and balance of the
executive on behdlf of the people, being kept in the dark about the performarice
of PSUs, their Governimennt funding, loans and advances availed each year, the

remittance of loan efc.

8) Hence the Comniittee recommends that the Finance Department should
take a lead to hold regular meeting with the Administrative Departments of PSUs
for completing the finalisation of annual financial statements in a time bound
manner and the financial status report regarding 108 PSUs should be furnished
to the Commiitee,

9) The Committee strongly recommends that the Government assistance in
the form of grant, loan or bank guarantee should not be granted to PSUs having
arrears in finalisation of annual financial siatements more than three years.
Moreover Finance Department should conduct a half yearly analysis about the
performance of PSUs especially before the beginning of the budget process and
furnish reports to the Committee.

566/2025.
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10) A detailed report containing the performance, financial status, loan
availed, remittance of loan, advance pending, bank gquarantee details,
Commission on bank guarantee remitted, the equity transfer of each PSU etc,
should be furnished to the Committee within one month and such a report

should also be furnished 10 the Committee on yearly basis from next financial
year onwards,

Audit Report (2018-2019)

Audit Para 5.1 - Compliance to the Government of Kerala guidelines
for implementation of Enterprise Resource Planning initiatives by Public
Sector Undertakings

Non-adherence to GoK guidelines for implementing e-governance
initiatives affected timely implementation of ERP systems in seven PSUs, Five
PSUs could not derive any benefit even after incwring <1.15 crore due to
nen-completion of their ERP systems,

The Government of Kerala (GoK) issued (September 2009) guidelines for
implementation of E-governance initiatives in {he State, detailing therein the
procedures to be followed in the development of software systems. In this
backdrop, Enterprise Resource Planning (ERP) systems® implemented after
September 2009 by 8 randomly selected Public Sector Undertakings (PSUs) out of
17 were examined in order to assess the level of compliance to the guidelines by
these PSUs, Implementation was in different stages of completion in Kerala State
Horticultural  Produycis Development Corpdration Limited (HORTICORD),
(The Kerala State Cashew Development Corporation Limited (CASHEW CORP),
Kerala State Warehousing Corporation (WAREHQUSING CORP) and Kerala
Electrical and  Allied Engineering Limited (KEL). The status of ERP
implementation in the selected PSUs is given in the Appendix 7 The Audit
findings in this regard are discussed below:

5 A packaged business software system (hat allows an entcrprise to antormnate and inegrate the majority of ils
business processes, share common data apd praciices across the entire enterprise and produce and access
information in a real time efivironment,
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Audit Para 5.1.1 - Leadership and Coordination of process implementation

The e-governance guidelines (the Guidelines) stipulated that organisations
implementing e-governance projects shall appoint a nodal officer who, even if not
from the IT wing, should at least be not mare than one level below the Head of the
Organisation. As per the guidelines, the Nodal Officer plays a pro-active role in
implementation of ERP systems and is responsible for change management in the
event of any adverse situation.

Audit, however, observed that except TCCL, none of the pSUs instituted a
formal mechanism for ensuring  involvernent of top management in the
implementation of ERP. Three PSUs (CASHEW CORP, WAREHOUSING CORP
and KEL) appointed nodal officers from the lower managerial level as coordinatars
and the ERP projects in these PSUs were yet to be completed long after their
projected target dates’ due to absence of active role of the top management. For
{nstance, in two PSUs, development process was stalled for long periods of time®
merely due to failure of the PSUs 1o test the beta versions® of software modules

CASHEW CORP replied (June 2020) that based on the audii observation the
Head of IT from the top management feam was appointed for supervision of ERP
implementation.

The reply only validates the audit observation that non-appointment of
properly qualified and suitably senior nodal officers as required in the Guidelines
affected the timely implementation of ERP systems in the PSUs.

Audit Para 5.1.2 - Development of Detailed Project Proposal

The Guidelines stipulated that all IT enabled projects should invariably have
a detailed project proposal (DPP) prepared either in-house or by iaking external
help from a Total Solutioa Provider® (TSP) professional consultancy agency. The
proposal shall consist of User Requiremients Specification (URS), Functional
Reguirements Specification (FRS"), Technical Analysis and an Implementation
Plan. None of the PSUs, however, prepared DPPs/ its components resuiting in the
following issues

WAREHOQUSING CORP-January 3014 to March 2017; CASHEW CORP-December 2011 to October 2016.
An early version of software made availabie for vesting and feedback.

50 approved by GokK.

Defines how URS is ta be achieved

wes o
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Audit Para 5.1,2.1 Non-preparation of URS and FRS

by the Implemenring Agency (14).

IAs without identifying the pger requirements and FRS. The SRS developed by the
IAs, hence, suffered from the foIlowing shortcomings which affected the .
development process,

In CASHEW CORP, the URS study was conducted by Kerala State Electronics
Development Corporation (KELTRON), the IA. This, however, did not meet the
actual user requirements’® gpd the ‘beta version' of the software was moditied

CASHEW CORp replied (Jupe 2020) that the bera version did not meet the
Tequirements thoy gh KELTRON prepared the URS

phase and fina roliout for the project shall be prepared,

16 Some of the additional Tequirements were lot mixing repart, lot lransfer(inter—factory transfer) reports, lot
Teceipt repors, daily stats report of filling, Production expenses report elc. For Production Departmen:, Sales
Feport, Origin-wise, Grade-wise, Tin-wise eports, Comparison {origin and rate-wise} and payment Status report
ete. for Commerce Department.
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Audit, however, observed that the PS5Us did not envisage any definite
shjective for implementation of ERP systems. In the absence of the implementation
Jan, Audit could not assess the outcome or impact of ERP projects that were
ompleted and the opportunity cost of those that were delayed beyond the target date.

Regarding phase-wise rollout, Audit noticed that CASHEW CORFP'S decision
o roll out the software in all factories and Head Office in one g0 faced hurdles like
jon-completion of data entry in all factories, difficulties in inter-factory
ransactions, non-availability of adequate number of trained personnel etc.

CASHEW CORP replied (September 2020) that it was now fully equipped to
mplement the project.

\udit Para 5.1.3 - Application Development and Project Rollout
3.1.3.1 - Invitation of tender

As per the Guidelines, application development involving a third party
igenicy shall be through a transparent tendering process based on FRS, detailed
echnical architecture, implementation plan and information security policy of
(erala State IT Mission (KSITM)/Computer Emergency Response Team-IN
CERT-IN). The PSUs, however, did not comply with this stipulation and entered
nto tendering with bare minimum specifications of the functional processes to be
‘overed by the software.

vudit Para 5.1.3.2 - Pre qualification criteria

The Guidelines stipulated that there shall be a prequalification process 10
hortlist the bidders. As per the Central Vigilance Commissicn (CVC) guidelines,
he average annual financial turnover of the hidders is to be ircluded as one of the
wequalification criteria in the tender document to ensure the financial soundness of
he firm. CVC guidelines aiso stipulated that all important tender evaluation criteria
weed to be specified in unambiguous terms in the bid documents so that the
waluation of bids can be made without any subjectivity.

Audit, however, observed that two PSUs (CASHEW CORP and
N¥AREHOUSING CORP) did not include any prequalification criteria in the tender.

The absence of or ambiguous prequalification criteria led to selection of
nexperienced Implementation Agencies resulting in non-implementation/ delayed
mplementation of the ERP system by the Implementing Agencies.
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CASHEW CORP replied (June 2020) that the tendering was carried o
before the Guidelines came into force and the work was awarded to KELTRON.

The fact, however, remains that the CVC guidelines were not complied wit
by the PSUs with adverse irapact on implementation of the ERP Systems.

Audit Para 5.1.3.4 - Service Level Agreements

As per the Guidelines, System Requirernents Specification (SRS), detaile
acceptance test plan based on the SRS, application software with fully documente
source code and all necessary lcenses are the deliverables expected from the I
Accordingly, a detailed Service Level Agreement™ (SLA) needs to be entered int
with the JA covering all the aspects of development, implementation an
maintenance of the software.

None of these SLAs provided for comprehensive acceptance testin
including the final acceptance testing by an independent third party as stipulated b
the Guidelines,

The fact remained that the PSUs did not comply with the Guidelines, Th
replies of the PSUs were also silent on the ahsence of provision for comprehensiy
accepiance testing, Absence of or incomplete SLA would result in inadequat
mapping of deliverables expected from the implementation of ERP systems.

Audit Para 5.1.3.5 - Acceptance Testing

The Guidelines stipulated that Acceptance Test Plan (ATP) along with sampl
data should be ready by the time the application software is devéloped and the
testing is conducted by functional experts within the organisation. The Fin:
Acceptance Testing (_'FAT) should be conducted by a professional agency appbinte
through a transparent process,

Audit observed that decumentation regarding in-house acceptance testin
was not available in any of the PSUs nor did the PSUs involve any external agenc
for FAT since there were no agreement clauses regarding the same. Absence of AT
or FAT led to the following issues in four out of eight PSUs:

1 AService Level Agreerment is a contract between a service provider and its customers that dacuments what
services the pravider will furnish and defines the service standards the provider is obligated to meer.
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Disagreement between CASHEW CORP and the IA on the completion
ymmissioning status of various mohades of the ERP led to suspension of
:velopment work for over two years.

CASHEW CORP replied (June 2020) that all the issues with TA were over
1d the project was revived. Though SLA did not provide for acceptance lest by a
ird party, the process of independent audit and testing by a Government approved
sternal agency was initiated.

udit Para 5.1.5 - Security of Hardware and Data

Of the eight PSUs, ERP systems of six PSUs (TCCL, TTPL,
JAREHOUSING CORP, COIR CORF, HORTICORP and KEL) were either fully
: partially operationalised (i.e., some of the modules) and the PSUs used live
roduction servers to host their data. The security of hardware and data assumed
pportance as any loss of data could cripple their operations from short to medium

uration.
.udit Para 5.1.5.4 — Data Backup Policy

Tt was observed that all the PSUs had either manual or antomatic back-up
gstems, In the case of COIR CORP and CASHEW CORP, the responsibility for
ata backup was entrusted to their respective data storage service providers. The
ther PSUs, however, did not have a documented data backup policy as stipulated
y the System Security Guidelines.

However, the PSUs except TTPL were yet to formulate a documented data
ackup policy as requived under the Guidelines which may weaken the regular data
ackup procedures and audit trail.

\udit Para 5.1.6 - Other Related Issues
1.6.1- Training, documentation and change management

The Guidelines stipulated that all users and stakeholders of the new system
hall be imparted knowledge about the new systems to ensure proper use and
peration of applications and infrastructure. The Guicelines read with Regulation
Jo. 161 of Regulation on Audit and Accounts issued by the CAG of India also
equired that all documentations such as the URS, FRS, SRS, design documents,
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change control documents, training materials, source code etc. shall he kept under
safe custady of the [T Div:sion so that maintenance and change management are
carried out smoothly.

Recommendation 5.1: The GoX/PSUs may ensure that the Guidelines fox
implementation of e-governance initiatives are complied with while
implementing ERP systems so that such projects’ are completed in a time
bound manner and intended benefits achieved,

[Audit Paragraphs 5.1 contained in the Report of the Compitroller and
Auditor General of India for the year ended 31* March 2019]

The Notes furnished by the Government on the audit paragraphs are given
in Appendix IT

Discussion & Findings of the Coramittee

Aundit Para 5.1 (2018-19) - Compliance to the Government of Keralg
guidelines for imptementation of Enterprise Resource Planning initiatives by
Public Sector Undertakings

5.1.1 - Leadership and co-ordination of implementation process

With reference to the audit- observation, the Committee sought explanation
tegarding the compliance to the Government of Kerala guidelines for
implementation of Enterprise Resource Plamming initiatives,

The witness replied that Keltron had started work as soon as the project was
Iaupched in 2010. He added that Keltron had many limitations in resources and
frequent changes in the concerned contract workers also led to the delay of the
project. Keltron started the work by digitising the ledgers. But when the
Corporation directed that ERP should be implemented as per the guidelines there
was a.delay in resuming the work since it needed new URS and there was aiso the
problem of payment to Kelron. After the payment of X17.50 lakh to Keltron they
restarted the work in 2018. But the changes in officials at both KSCDC and
Keltron delayed the project’s implementation. He added that the works related to
production module are progressing now.
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The Committee c:iticized the reference in the Government reply thai the
delay in implementing ERF module was due to Covid-19 pandemic and the
Committee pointed out that the project was initiated about 9 years before the Covid
situation. The Committee opined that the Corporation had not considered the
project seriously.

Toa queryof the Committee the witness informed that Kelton demanded
%35 lakh in 2010 for the implementation of the project and Corporation has paid
only 17.50 lakh so far.

The Committee observed that according to the tender conditions, Keltron had
to complete the project within six months, but even after 12 years it remains
unfinished. The Committee enquired whether there was any clause in the tender
documents to initiate action against Keliron if they fail to complete the work within
the prescribed period. The witness admitted that there was no such clause in the
tender documents. The Comimitiee criticized the Corporation for not including
appropriate risk and cost measures in the tender documents regarding the violation
of the timeline. The Committee recommended to furnish a copy of the tender
documents.

The witness informed the Committee that there are five modules related to
production of the Corporation and the Corporation had altogether 12000 labourers
in 30 factories. He added that Keltron had revised and developed the module and
they are competent enough to do the wark.

To a query of the Commitee the witness informed that the post of Nodal
Officer was changed to one level below the rank of Managing Director. Before
that, the post of the Nodal Officer was one level below of this and was the Head of
the I'T Department.

The Committee vehemently criticized the Corporation for preparing tender
documents by excluding the clause for imposing penalty if the project is not
completed on time. The Committee recommended the Corporation to be vigilant
while preparing such tender documents in future.

To the Committee’s query about when ihe implementation of ERP module
would be completed, the witness replied that about 3 modules have been developed
566/2025.

e —
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s far but personal modyle was discontinued since as per the Government direction
e-office and spark have been introduced in PSUs,

The Copy of the tender condition has heep furnished by the mdustries
Department vide letter dated 3-2-2024. By examining the document it can be
understood that no clause was included to impose penalty on the Implementing
Agency in case of nop completion of the project in the prescribed time period
ie. six months.

Conclusians/Recommendations of the Commirttee

5.1.2 - Development of detailed Project Proposal.

51.2.1- Non-preparation of URS and FRS

The wilness replied that there was lack of internal professional expertise
during the initia] stages and Keltron was engrusted the responsibility of preparation
of Cashew Corp’s SRS Specifications for being used as a guidance for ERP
implementation.
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The witness also replied that the project was started in 2010 and a committee
was constituted with the department head and the IT department and they discussed
the matter with Keltron, the implementing agency, and created a project blueprint
and demanded Keliron to develop SRS as per the guidelines. But the documents
are not found in the concerned file.

The Committee criticized the delay of 13 years in the implementation of ERP
system and commented that Corporation alone had to bear the loss.

Conclusion/Recommnendation of the Committee

12} The Commitiee observes that the Corporation assigned the work of
developing SRS to the Implementing Agency without identifying the user
requirements and Functional requirements and heice could not meet the actual
user requirements, So the Committee vehemently critizes the Corporation for
the delay of 13 years in the implementation of ERP system and recommends to
complete the project immediately.

5.1.2.3 — Absence of Implementation Plan

The audit observation was that the PSUs did not envisage any definite
objectives for implementation of ERP systems.

In the Government reply it was informed that Cashew Corp with the help of
Keltron, had completed pilot testing initially in the first 10 factories and then
scaled up to 20 factories before go live in all the 30 factories. There was a huge
Capacity Gap for implementation of the Production Module in factories due to
inadequate computer literacy, which was subsequently bridged to a large extent
through in house training at various levels and now it is fully equipped to
implement the project.

The Committee inquired about the percentage of works that has been shifted
to ERP so far. The witness informed that over 60 per cent of the total wark is in
the production sector and the production module has been completely shified to
ERP. The witness further stated that three modules have been developed and eighty
per cent of the personal rnodule has been completed. However, since e-office and
Spark are being implemented in all public sector organisations in accordance with
Government directives, the personal module is not being used.
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The witness informed that the production of the Corporation is very meagre
as it faces the shortage of raw cashew. The Corporation was able to provide only
65 working days last year and this year only 60 days so far. He added that since
the procurement and sale of raw cashew was being done through e-tender, 70% of
the work related to commerce module was shifted to Government sile which inturn
affected the development of commerce module.

3

The Cofnmittee accepted the reply. Hence no remarks,
5.1.3.2 - Prequalification Criteria
5.1.3.4 — Service Level Agreements
5.1.3.5 — Acceptance Testing

The audit observation was that the Guidelines stipulated that
Acceptance Test Plan along with sample data should be ready by the time the
application software is developed and that testing is conducted by functional
experts within the organization. The Final Acceptance Testing should be
conducted by a professional agency appointed through a transparent process. To a
query about the audit observation, the witness stated that initially, the software
developed was only for digitisation of ledgers and records and then Kelfron
subsequently maodified the prodaction medule to workflow mode as per the wark
requirements. He added that the ERP has now deployed to the IT mission's data
center after a security audit by an external empanelled agency.

The Committee accepted the repi'y. Hence no remarks.
5.1.5 Security of Hardware and Data

5.1.5.4 Data backup policy

The audit observation was that all the PSUs had either manual or automatic
back-up syétems and the Committee enquired where the server of the Company is
located now. The witness informed that CASHEWCORF hosted its database in
State Data Centre which ensures the data backup in alternate servers as other
Government projects.
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The Committee accepted the reply. Hence no remarks.
5.1.6.1. Training, Documentation and Change Management

The puidelines stipulated that all users and stakeholders of the new system
shall be imparted knowledge about the new systems to ensurc proper use and
operation of applications and infrastructure. The Committee enquired whether
training has been given to the staff for implementation of the project. In response,
the Managing Director stated that although training was given, the lack of proper
awareness among the workers had seriously affected the project implementation
process.

Conclusion/Recommendlation of the Committee

13) The Committee noted that in order to guarantee appropriate usage and
operation of the new system’s applications, all users and stakeholders should be
made aware of the new infrastructure and system. So the Committee
recommends to provide proper training and awareness of the new system to all

users,
Thiruvananthapuram, E. CHANDRASEKHARAN
21% March, 2025. Chairperson

Committee on Public Undertakings
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APPENDIX — |

SUMMARY OF MAIN CONCLUSIONS/RECOMMENDATION

Sl
No.

Para.
No.

Department

* Concerned

Conchusions/Recommendations

(1)

(2)

(3)

(4

1

Industries l The Committee observes that KSCDC published an

advertisement on 1¥ July 2012 in thirteen
newspapers incuring an expenditure of 0.39 crore as
directed by Board of Directors of the Company, in
the namre of accusations against various
departments of GoK alleging non-cooperation in the
working of the Company without prior approval of
the Government and which is against the prevailing
codal provistons.

Industries

The Committee noticed that though the Industries and
Finance Departmenis directed the Company to
recover the expenditwre from the Chairman and
Board of Directors of the Company, special sanction
was accorded to remit the amount from the resources
of the Company.

Industries

In this context, the Committee asked why the
Chairman had not opposed the publication of
advertisement if the Company had no authority to
give advertisement against the Government policies
and instructions or whether the advertisement was
published against the dissent of the Chairman or
whether anyone dissented from this decision in the
Board Meeting.
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(1)

)

4

(2)

Irrdustries

The Committee also urged to submit a detailed
report inccrperating the above and mentioning those
responsible, enclosing there with copy of minutes of
the Board Meeting that approved the publishing of

the advertisernent.

|
1
|

=

Industries

Industries

Industries

| within a time frame.

against PSUs and officials.

The Committee are at a loss to understand why
punitive action is not being initiated against State
PSUs who delayed the finalisation of annual
financial statements from 1 to 11 years. Government
nominees in the Board of Directors of the PSUs
should be held accountable for such delay and the
Secretaries of Administrative Departments of those
PSUs should keep a tab on such issues and to
'oversee the actions for rectifying the shortfalls|

The Committee believe that the officials of
Administrative and Finance Departments are not)
informing the higher-ups the exart issues at the time
of action like budgeting, for evading further action

The Committee was astonished to note that the

proposal for employing sufficient accounting staff at|
| Government expense for completing the ﬁnalisation’;
of accounts was not even heeded by the 108 PSUs. |
| Hence it is inferred that the working of PSUs is in!
total mess and no one at the helm of affairs is|

committed to streamline their activities. Moreover, |
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— S l

| @

] '
l the main piilar of democracy, the legislature which

functions as the check and balance of the executive
| on behalf of the people, being kept in the dark about
the performance of PS5Us, their Government funding,
loans and advances availed each year, the remittance
of loan etc.

8| 8 Industries | Hence the Committee recommends that the finance
department should take a lead to hold regular
meeting with the Administrative Departments of
PSUs for completing the finalisation of annual
| l financial starements in a time bound manner and the
financial status report regarding 108 PSUs should be
furmshed to the C{)mrmttee

S— —

g 9 | Industries |The Committee strongly recommends that thel

r Government assistance in the form of grant, ioan or

|bank guarantee should not be granted to PSUs

|having arrears in finalisation of annual financial

i‘ statements more than three years. Moreover Finance |

! | Department should conduct a half yearly analysis

‘ about the performance of PSUs especially before the|

'beginning of the budget process and furnish reports
to the Comrmttee

ol ﬂ_ = (DT sonui

Industries |A detailed report contammg the performance ;
| [ |fmanc1al status, loan availed, remittance of loan,
[ advance  pending, bank guarantee  details,
|C0mm15510n on bank guarantee rerpitted, the equity
transfer of each PSU etc. should be furnished to the
Committee within one month and such a report

should also be furished to the Committee on yearly |
i_ _l_ | - ___!’t_)asis frorp next financial year onwards.

—_— - - — —
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Industries

12 12 Industries
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Industries
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566/20235.

the |

in

The
Corporation  for

criticizes
attitude
preparing the tender document which excluded the

Committee  vehemently

its lackadaisical

clause for imposing penalty on the Implementing

Agency if the project is not completed on time. The
| Committee observes that the project which was

l

1supposed to be completed within six months has
‘remained unfinished even after 12 years due to the |
absence of risk and cost clause in the tender
| document. So the Committee recommends that the
Corporation should be more diligent while preparing

tender documents in future.
. i i -
The Committee observes that the Corporation

assigned the work of developing SRS to the
{mplementing Agency without identifying the user
requirements and Functional requirements and hence
| could not meet the actual user requirements. So the
Committee vehemently critises the Corporation for |
|the delay of 13 years in the implementation of ERP
|system and recommends to complete the pro;ect

|+ immediately.

The Committee noted that in order to guarantee!
‘ appropriate usage and operation of the new system's.
|apphcat1cms all users and stakeholders should be
' made aware of the new infrastructure and system. So
the Commitiee recommends to provide proper!
training and awareness of the new system (o all
users.
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APPENDIX-

Notes furnished by Government

1T

on the Audit Paragraph

not beneficial ¢ the Company
or Government, from tlie
Compapny's fund resulted in
[infructions expeiiditure of ¥
0.39 crore.

As. per Rule 60 of Kerala
'Govemment. Servants' Conduct
Rules, 1960 applicabld to Pubiic
Sector  Undertakings, employe
directors of PSUs  shall

=ztion taken. by the. Government:
(Clause no. LB (15) of the

- Memotandum of Association of}
(Kerala”State Cashew Devélopment]

Corporation Limitéd (the
Company), a PSU, states that the
Company can mieet expenses on
account of advertisements, only if]
incurred for the promotion of the
Company or considered necessary
for the attainment of the abjectives
of the Company. ’

The publishes

Company

s
1S Hotingpection
“letiticise any policy pursued o

REMARKS OF C&AG . ACTION TAKEN

[Para.Ng, . ) g
35 - Infms.tunnumnﬂgu;g Kerala  State  Cashew|
‘ : Development Corporation,
Decision to meet expenditure only 4 (KSCDC)  had
[an advertisement, which waslcubmitied that they had

already giveh a detailed]
[reply to  Accountant
General earlier. Payment to
all medias were released
only  afier ratification|
received from Government.
Moreaver, ir. was submiitted
that KSCDC had . received
closure letter from CAG|.
office mentioning that the
réport of]
KSCDC “for the period
2012-16 'may be treated as
closed. Capy of the letter is
aitached for feference .
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advertiseraent for tender enquiries,]
recruitment of personnel and sales
promotion. These advertisements
are published in two to three local
- |mewspapers.

During 2012-13, the Company
incurred an amount of X 0.30 Core
towards - advertisement  (gales
promotion X (.16 Crore, tender
enquiries I 0.09 Crore and
recruitment of personnel ¥ 0.05
Crore), Apart from this, the
Company also - published an}
advertisernent on 1% July 2012 in
113 Hnewspapers incurringj .
‘texpenditure of ¥ 0.39° Crore as|
directed by Board of Directars of]
the Company. The advertisement
was in the nature of accusatigns
. |against various departments of
Government of - Kerala alleging|
mon-cooperation in the working of
the Company.

Since the advertisement was not in
the interest of the Company or the
Government, the Industries
- Department GoK, based on the
opinion of Finance Department,
directed- (September 2012) the
Managing Director of the Company]
to recoup the expenditire incurred,
on this advertisement from the
{Chairman and Board of Directors
of the Company.

Against the appeal of the Managing
‘Director of the Company for|
review of the decision, the Finance|--
Department, GoK reiterated that the;
‘ lexpenditure should be treated as a
personal liability of the Chairman




28

and the Directors of the Company.
Overruling the objection of the
Finance Department, the Council of]
Ministers, GoK. allowed (October|
2014) the Company to meet the

advertisement expenditure from the
" resources of the Company. The
Company - paid the advertisement
lexpenditure in October 2014.

Audit observed that the action of
the Chairman  and Board of
Directors of the Company to
publish an advertisement criticising
the policies and initiative of the
Government in itself was violative
of codal provisions. Since the
advertisernents were not in the
nature of tender enquiries or for]
recruitment of personnel -and sales
promotion, these . advertisements
did not serve the cause of thel
Company.

Thus, the decision to  meet the
expenditure on an. advertisemént,
which was nof beneficial to the
Company or Government, from thel
Company's  fund ~ resulted in
infructuous expenditare of ¥ 0.39
Crore.

GoK replied (August 2018) that the
said - advertisement was  not
beneficial to the Government or the
Company - "and . undoubtedly
squandered public money, An
amount of X 0.37 Crore was due to
|various newspapers on account of
the advertisement and - the
managements of the newspapers
were  pressing for an  early
settlement  of their dues. The




29

Council of Mimsters considered the
matter and decided to accordl’ -
‘|sanction to meet the expenditure
incurred for the advertisement from
the funds of the Company. :

The reply was not acceptabe as the
decision to meet an expenditure
which was not beneficial to the
Government or Company was)

fimproper. g )
Delay jn finalisation of AnnualKerala State  Cashew
Aci % in State PSUs. Development Corporation,

; Ltd (KSCDC) has
Failure of the Administrative completzd the Statutory
Departments in  initiating audit upto 2019-20. The
punitive measures resulted il 4ic of 202021
non-finalisation of the annual
financial statements of PSUs|, s for 202122 will be
within the stipulated period. Iniconglered by January
the absence of finalization ofly0n3 )

accounts and their subsequent
audit, it could not be ensured
whether the invesiment of T
15,922.28 crore by the
IGovernment of Kerala and
expenditure incurred were
properly  accounted  for|
Moreover; the Govemment‘sJ

is
lnearing completion. The

investment in such PSUs|
remained outside the control o
State Legislature. .

iAccording fo the provisions of
ISection 136 - (1) read with
Sections 129 (2) and 96 (1) of the
Companies Acet. 2013,
companies-are required to finalize
their annual financial Statements]
land place the audited financial
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statements for every financial
year along with annual reports in
the Annual General Mesting
within six months from the end off
the refevant financial year (by
September). The same shall also
be placed in the State Legislature
within three months thergafter]
(by December). '

In cornpliance with the provisions
of the Companies Act 2013, State
Public Sector Undertakings were]
to place their audited accounts up| -
to the financial year 2017-18]
along with the annual reports in
the Annual General Meeting by
September 2018. The same was
also to be. placed in the
Legislature by December 2018;

Audit observed that:

*Out of 121 working PSUs in the
State, 13 PSUs finalised their
financial statements for the year|
2017-18 as of-September 2018,
Only six PSUs did, however,
place their andited financial
Staternents  in  the  Statef
Legislature within  December}
2018 as shown in the Table 5.2.

The remaining 108 PSUs. hadl
arfears in finalisation of Aaccount
for periods ranging between .1
{and 11 years. Audit also observed
that. during the accounts arrear
-[period (2008-09 to 2017-18) the
Government of Kerala infused
budgetary . assistance of %
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5,922.25 crore by way of equity,; .
loans and grants to these PSUs.

_*In order to ensure that Statel
Public  Sector = Undertakings| |
adhered to the provisions of the| .
Companies Act on the finalisation
of the annual financial statements,
[the Finance Department,

Government~ of Kerala issued|
- |(September " 2015) directions toj
Administrative * Departments of
the PSUs to withhold 10 to 15 per
|cent of budget allocation of
defaulting PSUs. Further, no
© {fresh Government guarantee was
to be provided to defaultitig PSUs
to obtam loan. :

During 2015-16 to 201: 18,. the
-|Administrative Departments,
however, released  budget
. fallocation of I 21B.63 crore]
(2015-16) X 415.27 crore (2016-
17) and X 317.10 crore (2017-18)
in full respectively to 23, 24 and
30 PSUs whose accounts wete in|
‘larrears. Furthermore, six - PSUs
were - given Governiment]
guarantee of T 567.86 crore
during 2016-17 for availing loatis.
During 2017-18 aiso; nine PSU’s|
with accounis inm drrears were
given Government Guarantee tol
the tuhe of ¥ 1055.37 erere.

Thus, though the Administrative
Departmenis . “had  the]
responsibility fo oversee the)
activities of the "PSUs and to,
ensure that the accoumts -were|
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finalised and adopted by these
PSUs withir: the stipulated period,)
ithe Administrative Departments
[did not withhold 10 to 15 percent
‘cf budgetary assistance to PSUs
{with . arrears in finalisation of]
{accounts. i

*As per Section 139 of the
Companies Act, 2013, the
Statutory Auditors of PSUs are
appointed by the Comptroller and|
_|Auditor General of India (CAG). .

Audit observed that the CAG
appointed Statutory Auditors for
the years in which financial
statemeuts were in arrears a3 fan
back as September 2008. But
these PSUs did not finalise the
errear accounts so far due to nen-
availability of gualified
eccounting staff. The
\Government of Kerala permitted|
(December 2016) PSUs ' to)
cmploy outside professionals af
- {Government expense to
“lovercorne  the  shortage . of]
accounting  staff. But this
possibility was also not explored
by 103 PSUs whose annual
financial - statements were in
arrears for | to 11 years.

Thus failure of the Adniinistrative
Departiments in initiating punitive
measurzs  resulied in  nom-
finalisation - of annual financial
IStatements within the stipulated
period. In the absence of
‘nalisation of accounts and their

1
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subsequent audit, it could not be
ensured whether the investrent
of I 592225 crore by
Government of Kerala and|
expenditure incarred were
properly accounted for.
Morcover, Government's
finvestment in such  PSUs
remained outside the control of]
State Législature.

GoK. replied that the PSUs were
directed (17 July 2018) to subrmit
a schedule for finalisation of]
accounts and compiete’ their audit
before 31 July 2018, but most of
the PSUs did not comply with the|
same., The PSUs were directed
{August 2018) to  fumish . a
schedule of approval of aceounts
for each pending year to the
Finance Department by 31
|August 2018, failing which
{further fund release and pay;.
revision of employees of PSUs
would be stopped. The Chief]
Exccutives/Managing  Directors
of all PSUs were also informed
(31 December 2018) that pay
revision of employees in PSUs
would be subjéct to finalisation
of .accousits up to -previous year|
and also on maintenance of up-to-
date accounts.

The reply was not acceptable as
the = Government did net
implement = its own earlier
directions” of withholding grants
and denial of fresh govemment
guarantee to PSUs with arrears in

566/2025.
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IND-K2/94/2021 IND |
660630421,

; - sErtEEE (SEAe w st e e -
OFFICE, OF THE ACCOUNTANT GENERAE (AUDIT - if), KERALA,
THRUVANANTRAPURART- 895 001

16\__ ? ~ e
l\.‘/ N g 3 “Deganied 1 Ttk in LSS Imareat”

No. CA [I--A/12-8068/ 55
: ! Batcd:07.63.2022
To :
The Managing Direcior,
The Kerals State Cashew Developnient Corporation Limited.
Cashew House, 1B No 13.
Kollam 691001 .
e
i“-’- 4
Sir,
Sub: Inspectiom Report of Kersla State Cashew Developmient Corporation Limited for
tite perfod 3012-16.
. it ﬁéﬁ;ﬁ%ﬂ@d%&&&m@h&k&é@ as closed.

Yours faithfully,

' SENIOR ADDYT OFFICER

.

o ¢ Telephone : 0475 - 2330784 Eih ) ol - agaukeralad@raggovin ey Fax: 0471 22330699, 2332022
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ACTION TAKEN REPORT/REPLY ON PARAGRAPH 5,1 OF THE
REPORT OF C&AG ON STATE PUBLIC SECTOR

U RTAKINGS (OTHER THA

N POWER SECTOR

RELATED TO KERALA STATE CASHEW DEVELOPMENT

RPORAT
Audit REMARKS OF C&AG
Para.No,

LTD FOR THE YEAR ENDED MARCH 31, 2019,

ACTION TAKEN

5.1

Compliance to the Govt. of Kerala

Due to the outbreak of Covidd

Cnterprise Resource Planning

idelines for implementation ofl19 pandemic, implementation

of ERP module has been

Non-adherence to GoX guidelines
for implementing e-governance|
initiatives affected timely|
implementation of ERP systems in
seven PSUs. Five PSUs could not
derive any benefit even after]
incurring ¥ 1.15 crore due to non-
completion of their ERP systers,

The Government of Kerala {GoK)
issued (September 2009) guidelines
for implementation of €-governance
initiatives in the State, detailing
therein  the procedures to be
followed in the development of
software systerns. Tn this backdrop,
Enterprise Resource Plaoning (ERP)
systems implemented after
September 2009 by 8 randomiy
selected Public Sector Undertakings
(PSUs) out of 17 were examined in
order to  assess the level of
compliance to the guidelines by,
these PSUs. Of the selected PSUs,
ERP systems were commissioned in
Kerala State Cair Corporation
Limited (COIR CORP), Travancore

initiatives by  Public _ Sectod delayed in  Kerala State
Undertakings. : Cashew Development|
Corporaticn Limited

(CASHEW CORP). As the
pandemic blues are altost
over now, the Corporation is
in regular touch with Keltron|
for the swift irplementation of
the  Prcject. Also  the
Corporaticn has test checked!
the module in their twenty
cashew factories. At the
current pace of events, the
project will be completed- by]
the last quarter of the Year
2023.
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Titanium Products Limited (TTPL)
and Travancore Cochin Chemmcals
Limited (TCCL) with varying
degrees of success. Implementation
was in  different stages  of
completion in  Kerala  State
Horticultural Products Development
Corporation Limited
(IJORTICORP), The Kerala State
Cashew Development Corporation
Limited (CASHEW CORP), Kerala
State  Warehousing  Corporation
(WAREHOUSING CORP) and
Kerala Electrical and  Allied
Engineering Limited (KEL). The
implementation of ERP system was
a failure in Foam Mattings {India)

Limited (FOMIL).

ShiL JACCE
FEM No. 100888
Jnint Secralary
Indusiries Desarment
Govemment Secretaral
Typm.- Fh (471-2517468
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ACTION TAKEN REPORT/REMEDIAL MEASURES TAKEN ON
SUB-PARA NOs. 5.1.1,5.1.2,5.1.2.1,5.1.2.3, 5.1.3.2, 5.1.3.3. 5.1.3.5.

2.1.5.4. & 5.1.6.1 UNDER PARAGRAPH NO. 5.1 OF THE AUDIT

UNDERTAKINGS

REPORT OF C&AG ON STATE PUBLIC SECTOR

{OTHER THAN POWER SECTOR) RELATED

TO KERALA STATE CASHEW DEVELOPMENT CORPORATION
LT3 FOR THE YEAR ENDED MARCH 31, 2019

Auadit
Para.No.

REMARKS OF C&AG

ACTION TAKEN

5.1.1

Leadership and Coordination

of the implementation process

The e-governance guidelines (the
Guidelines)stipulated  that
organisations implementing -
governance projects shall appoint]
a nodal officer who, even if not
from the IT wing, should at least
be not more than one level below
the Head of the Organisation. As
per the puidelines, the Nodal
Officer plays a proactive role in
implementation of ERP systems
and is responsible for change
management in the event of any
adverse situation, Audit,
however, observed that except
TCCL, none of the PSUs
instituted a formal mechanism for
ensurng involvement of top
managzement n the
implementation of ERP. Three
PSUs (CASHEW CORP,
WAREHOUSING CORP and
KEL) appointed nodal officers
from' the lower managerial ‘Jevel
as coordinators and the ERP
projects in these PSUs were yet
to be complzted long after their
projécted target dates due to

KSCDC in the beginning had
assigned  Assistant  Manager
(Computer} reporting to the
Materials Manager (Executive
Grade) who is one level below
the HoD, as Nodal Officer for
implementation of this project.
Asst Manager (Systems) is the
Head of IT Department in
KSCDC. Since 2020, Manager,
Grade Executives themseives
are redesignated as the Nodal
officer.

The persons in charge for
implementation are qualified
and placed in the higher grade)
possible.  Asst.  Manager

(Systems) is 270 {evel below
HOD. Moreover a Project
Engineer (IT) was on boarded
in 2019 for development,
support, deployment and testing
of ERP,
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absence of active role of the top
management, For instance, in two
PSUJs, development process was
stalled for long periods of tie
merely due to failure of the PSUs
to test the beta versions of]
software raodules. Tn the case of
TTPL and COIR CORDP, the role
of Noda! Officer was entrusted to
Manager (IT) and System Analyst
trespectively. Such an
arrangement was, however,
absent in FOMIL  and
HORTICORP and the ERP
systems in these PSUs were not
yet completed (November 2019).

The GoK replied (September
October 2020) that
WAREHOUSING ZORP
appointed a nodal officer from the
jower level due to lack of
techmically qualified personnel.
HORTICORP  appointed an
Accounts Officer as nodal officer,
and KEL and TTPL appointed
Senior Managers.

FOMIL replied (June 2020) that a
nodal officer was not aprointed,
due to lack of any competent IT
personnel. CASHEW CORP
replied (June 2020) that based on
the audit observation the head of
IT from the top management
team  was  appointed  for
supervision of ERP
implementation.

The reply only validafes the audit
observation that non-appoinimend
of properly qualified and suitabiyy
senior nodal officers as required
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in the Guidslines affected thel
timely implementation of FERP
systetns in the PSUs.

Development  of  DetailedKSCDC  had a  Software
Project Proposal Reguirement Specification
(SRS) in place for
implementing the project.

The Guidelines stipulated that all
IT  enablec projects should
invariably have a detailed project
proposal (DPP) prepared e.ther|
in-house or by taking external
help from a Total Selution
Provider (TSP) professional
consultancy agency. The proposal
shall consist of  User
Requirements Specification|
(URS), Functional Requirements
Specification (FRS), Technical
Analysis and an Implementation
Plan. Non: of the P3SUs,
however, prepared DPPs/ its
components resulting in  the|
following issues:

5.1.2.1

Non-preparation of URS and
FRS

There was a lack of infernal
(As per the Guidelines, URS andjprofessional expertise during
FRS should be prepared byjthe initial stages. At that time
functional experts within the{Keliron being the premier state
organisation by defining the userlAgency in implementing IT|
requirernents exhaustively, and|projects in the  State
practically  feasible  process|Government, was entrusted the
reforms should be included in theresponsibility of preparation of
FRS. Tenders for softwarefKSCDC's SRS specifications
development should be invitedfor being used as a guidance for

Jpased on FRS which, in turn [KSCDC's ERP implementation.

shall formw the basis for
development of System
Requirements Specification




566/2025.

41

(SRS) to be delivered by the
Implementing Agency (TA).

Audit observed thai since the user,
requirements were nof]
exhaustively  identified through|
URS by tke PSUs themselves, 1o
process  reforms  could be
identified and brought out
through FRS. The PSUs assigned
ithe work of developing SRS to
the TAs without identifying the
user requirements and FRS. The
SRS developed by the [As, hence,
suffered from the following
shortcomings which affected the
development process:

e In CASHEW CORP, the URS
study was conducted by Keralal
State Electronics Development
Cormporation (KELTRON;, the
[A. This, however, did not meet
the actuel user requirements and
the ‘beta version’ of the
software was modified several
times. Fven afier the lapse of]
eight years since releasing the
beta version, none of the 12
modules could be put to use
(December 2019).

CASHEW CORP replied (June
2020) that the beta version did nof]
meet the requirements thoughl
KELTROMN prepared the URS.

The reply substantiates the audif]
observation that the PSU did not
ensure the adequacy of URS




42

prepared by KELTRON before
development of the software.

» WAREHOUSING CORP did
not conduct URS study beforg
inviting tender. It was observed
that the Payroll and
Warehouses modules developed
by the IA (CDAC) at a cost of]
T six lakh had unresolved
issues such as integration of]
Leave Manapement System and
Income Tax modules with
Payroll module, incorporation|
of payment mode of electronic
transfer, verification of balance
sheet  and  linking  user
management with Payroll etc,
for which the PSU paid an
additional amount of 2.23
lakh to the TA. Also, the
requirement of ‘ability to make
back dated accounting entries’
in Accounts moduls was not
included in the original
requiremnents. Inclusion of this
at a later stage caused delay in
implementation. Audit also
noticed that the requirement for|
various kinds of MIS reporis at
Head Office, Regional Offices
and Zonal Offices was not
finalised even though the
project was nearing completion.

The GoK replied (September
202() that the computerisation

project was completed in March
2020,

The fact remains that  thel
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shortcomings in the developrnent]
nrocess duz to non adherence to
the Guidelines delayed the
completion of the project by eight
years.

e In HORTICORP, the URS was
not prepered either by the PSU
or by the IA. As a result, the
gystem implemented did not
meet fhe requirements like
entry of physical damage of
stock in the software, entering
physical stock manually and
inclusion of many standard
reports called for by the Head
Office even after four years of
implementation of the pilot
phase. This is despite the fact
that 88 percent (¥66.91 lakh) of
the contract amount has beenl
incurred (October 2019)though
as per the agreement, the IAj
was eligible for 50 per cent.

The GoK teplied (September
2020) that URS and FRS were
prepared by TA  under the
. |guidance of KELTRON officials
due to absence of technical
person in HORTICORP.

The reply was not acceptable as
the PSU did not fumnish the URS
and FRS during the course of
audit. Further, the additional
documents furpished by the PSU
in support of the GoK reply did|
not  substantiate the  claimj
regarding preparation of URS o]
FRS.

. As no URS was prepared in
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FOMIL, demands for changes
cropped up immediately after]
the installation of the software.
Reports and imvoices penerated|
through the system did not meef
the statutory and business
requirements and the sofiware
remained non-functional
despite incurring T8.19 lakh (80
per cent of the contract
amount).

FOMIL replied (June 2020) that
due to lack of competent officials
it was not aware of the
procedures to be followed.

e Due to absence of exhaustivel

user requirement study in the
beginning, COIR

CORP had to bring in a number
of additional features during the
course of development for which
an extra amount of ¥2.30 lakh
was paid. Conversely, though the
PSU did not require a Training
module, the ERP gystem included
it a3 it was not backed by a user]
requirement  smdy. Thus, the
module could not be utilised
despite spending ¥0.50 lakh fod
it.

COIR CORP replied (Yune 2020)
that FRS was prepared before
publishing the tender and the)
same was included in the tender
document. Also, the additional
requirements were for meefing
regulatory  requirements  like
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Goods and Services Tax (GST)
which were not applicable when
tenders were invited.

Audit, however, observed that
COIR CORP provided an outline
of functional requirements in the
tender document which was not
comprehensive due to abseace of]
detailed nser requirement study.
Hence, additional features, which
were functional in nature91, had

tuded later
Absence of Implementation
Plan

As per the Guidelines,

an estimate prepared on the basis

project shall be prepared.

[PSUs
definite objective
implementation of ERP systems.
in the absence of the
implementation plan, Audit could
of ERP projects that were

cost of those that were delayed
beyond the target date.

implementation plan containingiesting

not assess the outcome or impacH

completed and the opporfunity]

KSCDC with the help of

an[Keltron, had completed pilo

initially in first 10;-
factories and then scaled up to

of ‘total cost of ownership’, thef20 factories before go live in all

expected  benefits  quantifiedthe 30 factories. There was al
based on  higher revemmefuge  Capacity Gap  for
peneration or cost reduction and implementation of the

the time schedule for the pilofProduction module in factories
phase and final rollout for thejdue to

inadequate - comnputer
literacy, which was
subsequently bridged to a large

| Audit, however, observed that thelextent through in house training

did not envisage abY|at various levels.
for]

After a series of trainings, the
factory staff werz equipped to
do the producticn data eafry,
overcoming barriers to change.
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Regarding phase-wise rollout,
[Audit poticed that CASHEW
CORP’s decision to roll out the
software in all factories and Head
Office in one go faced hurdles
like non completion of data entry
in all factories, difficulties in]
inter-fzctory (ramsactions, non-
availability of adequate number
of traired personnel etc.

CASHEW CORP replied
(Septernber 2020} that it was now
fully equipped to implement the
project. The other PSUs did nof
offer any specific reply in his
regard.

5.1.32

Prequalification eriteria

The Guidelines stipulated that
there shallbe a prequalification|
process to shortlist the bidders.
As per the Central Vigilance
Commission (CVC) guidelines,
the average anpual financial
turnover of the bidders is tc be
included as ome of the
prequalification criteria in  the
tender document to ensure the|
financial soundness of the firm.
CVC guidelines also stipulated
that all  important tenden
evaluation criferiz need to be
specified in unambiguous terms
in the bid documents so that the
evaluation of bids can be made]
without any subjectivity.

KSCDC has entrusted ERP
implementation
which is a State PSU through
tendering process. ’
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Audit, however, observed that
two PSUTs (CASHEW CORP and
WAREHOUSING CORP) did not
inciude any  prequalification
criteria in the tender. Of the five
PSUs which included
prequalification criteria in the
tender, the criteria stipulated by
FOMII., TCCL and COIR CORP
did not include parameters for|
ensuring financial soundness of
the bidders while that of FOMIL
were too vague to  ensure
participation  of only ERP
vendors. Similarly,
'WAREHOUSING CORFE, 'COIR
CORP and TTPL did not include
the evaluation criteria,
subsequently used for
prequalifying the bids, in their
tender documents.

The absence of or ambiguous
prequalification criteriz led (o
selection of  inexperienced
[mplementation Apencies
resulting in non-implementation/|
delayed iraplementation of the
ERP systems by the
Implemeniing Agencies.

The GoK. replied (September
October 2020) that]
WAREHOUSING CORP and
TTPL carried out technical
evatuation of the bids rzceived
and selected the lowest firm from
the technically gualified bidders.
The main focus of TCCL. was on
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robustness of software, proximity
of its fransaction flows to the
business practices and technical
expertise  of  the  bidder.
CASHEW CORP replied (hme
2020) that the tendering was
cairied out before the Guidelines
came into force and the work was
awarded to KELTRON. COIR
CORP replied (June 2020) that
the experience of the finn was
stipulated as criterta ingtead of
fixing tumover. Also, the
financial statements of the last]
five years were scrufinised.

The fact, however, remains that
the CVC guidelines were not

. icomplied with by the PSUs, with

adverse impact onl
implementation of the ERP
systems.

5.1.3.3

Evaluation of hids and award
of work.

The following deficiencies were
noticed in bid evaluation and|
award of work in the case of sixl
out of eight PS1Us:

+ FOMIL selected the IA though
the firm did not meet thel
criteria of having ‘supported
ERP systems of at least two
PSUs in Kerala’ and ‘twenty-
five-year experience in [T
sector’ prescribed for the
‘technical qualification of the
bidders. As per the Stores
Purchase Meanual (SPM), price

No remarks in  respect off
KSCDC in the paragraph.
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bids of technically qualified
bidders alone shall be opened.
FOMIIL, however, opened the
price bids of all the four bidders
including  that of two
technically disqualified bidders
and eveluated them.

FOMIL replied (June 20620) that
25 years’ experience criterion was
overlooked. The bid of the firms
that had implemented ERP
projects in  govermment aided
agencies were considered as
equivalent to PSUs.

The reply was not tenable as the
evaluation was not in fine .with
the critena stipulated in the tender|
document.

b As per CVC puidelines (July
2007), tendering process is a
basic requirement for the award
of contract as any other method,
especially award of contract on
nomination basis, wounid
amount fo a breach of Article
14 of the Constitution|
guaraniceing right to equality.
it was noticed that]
HORTICORP selected the IA
in an arbifrary manner in a
meeting (July 2015) in which|
the representative of the LA also
participated. HORTICORP
justified the selection of LA
stating that the manufacturer of
the weighing machines used by
it advised to award the work to!
the TA for best results. It is
pertinent to note that the project
was currenily dormant due to

566/2025.
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sofiware and technical issues
(November 2019).

The GoK did not offer any reply
in this regarc,

The Guidelines stipulated that
the estimated cost of an IT
project should be assessed
bassd on ‘total cost of
ownership" and that cost
COMpArison  among  various
software should inchide cost of
all necessary licenses and
recuring  expenses for firsy
three years. Costs related to
licensing and annual
maintenance (varying from 10
to 12 per cent) were, however,
considered by TCCL, TTPL|
and KEL only.

FOMIL replied (June 2020) that
the
maintenance cost in the tender
was due to lack of expertise/|
absence of an TT official,

failure  to  incorporate

5.1.3.3

Acceptance Testing

The Guidelines stipulated that
Acceptance -Test Plan (ATP)
along with sample data should be
ready by the time the application
software is developed and that
testing is conducted by functional
experts within the organisarion.
The Final Acceptance Testing
(FAT) should be conducted by a
professional
through a transparent process.

agency appointed

The initially developed software
was just a digitalization of the
records aid not a workilow
digitalization or proper ERP.
Therefore KSCDC could not
accept the same. Subsequently,
1A (Keltron) modified the
Production modufe to g
workflow mode as per the work]
requirements, )




Audit observed that]
documentation regarding in-house
acceptance  testing wzs 1ot
available in any of the PSUs nor|
did the PSUs involve any external
agency for FAT since there were
no agreement clauses regarding
the same. Absence of ATP or
FAT led to the following issues
in four out of eight PSUs:

. Disagreement between|
CASHEW CORP and the {A on
the completion/ commissioning
status of various modules of the
ERP led to suspension of
developmeni work for over two
years.

. FOMIL released about 30 per
cent of the contract price
without conducting any testing.
Even though the IA claimed
successful completion of ERP,
various departments in FOMIL
raised complaints/ demanded)
changes in the software which|
the 1A did not carry out. As a
resul, FOMIL went for
litigation.

. WARFEHOUSING CORP did
not conduct acceptance testing
of the modules completed by,
the TA in October 2012. In the
absence of any testing repotts,
the LA could not further proceed
with the development work for
over four years (up to July}
2017).

. HORTICORP released about
88 per cent of the contract price

14
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without any . testing and
acceptance procedure though
the 1A was eligible for only 50
per cent as per the work order.
HORTICORP, thus, paid sn
excess amount of 28,73 lakh
without considering the stapes
of implementation. Further, the
software was presently utilised
only for pgenerating invoices.
The other functionalities such
as real tme monitoring of
outlets, procurement, storage,
accounting etc. envisaped in the
project have not been achieved
to date (January 2020).

The GoK repiled (September/
October 2020) that]
WAREHOUSING CORP
conducted the testing after
revamping the project and all the
modules were running.
HORTICORP released 88 per
cent of the contract price based
on technical committee,
evaluation that ERP
implementation attained 80 pen
cent progress. Further, acceptance
testing in TCCL was conducted
by functional experts within the
company which helped in timely
completion of the project. In the
case of TTPL, the software was
accepted  with the help of
iechnical experts from The Kerala
Minerals and Metals Limited, a
State PSU.
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CASHEW CORP replied (June
2020) that all the issues with JA
were over and the project was
revived. Though SLA did nof]
provide for acceptance test by a
third party, the process off
independent audit and testing by 4
government approved external
agency was initiated. FOMIL
replied (June 2020) that the
requirement of testing by a third
party agency was not known to
the management.

The replies of GoK and FOMIL|
were not acceptable as the
Guidelines  mandated  final
acceptance test by an extemal
agency selected througa a
transparent process. The reply
regarding HORTICORP was not
acceptable as the payment made
was not in line with the
conditions specified in the work
order, The failure to conduct ATP
or FAT resulted in the delayed
development and fine-tuning of]
the ERP software based on actual
requirements.

5.1.54 |Data backup ;;olic_\'

It was observed that all the PSUs|KSCDC hosted its database in
had either manual or automaticState Data Centre who ensures
back-up systems. In the case of] the data backup in alternate
ICOIR CORP and CASHEW|servers as other Government
CORP, the responsibility for data jprojects.

backup was entrusted to their
respective data storage service
providers. The other ?SUF-.I
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however, did not have a
documented data backup policy|
as stipulated by the System
Security Chyidelines.

The GoK replied (September/
October  2020)  that TTPL
tormulated new IT policy which
includes data backup policy and
data of HORTICORP was backed
up  in backup server in
KELTRON, The data of
WAREHOUSING CORP would
be backed up in the State Datal
Centre,

COTR. CORP replied (June 2020)
that data backup was done by thej
LA on weekly basis.

However, the PSUs except TTPL
were  yet fo  formulate 2
documented data backup policy
as required under the Guidelines
‘\‘Erhl(.'h may weaken the regular

|data backup procedures and audit
~ [¥#llining, documentation and|

change management

The Guidelines stipulated that all
users and stakeholders of the new
system shall be imparted
knowledge about the new systems
o ensure proper use and
operation of applications and
infrastructure.  The Guidelines

KSCDC had provided training
to all factory users and Head
Office users.
Developed/Prepared

documentations on ERP
implementation are kept under

safe custody of the Computer|
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read with Regulation No. 161 of
Regulation on  Audit and
Accounts issued by the CAG of
india also required that all
documeniations such as the URS,
FRS, SRS, design documents,
change control  documents,
training materials, source code
etc. shall be kept under safe
cusiody of the IT Division so that]
maintenance and chanpe
management are camried oud
stoothly.

1t was observed that COIR CORP,
did not maintain change conirol
documents, source code etc.
while none of the prescribed
documents were available in|
KEL. Though all the PSUs
entered into agreements/ issued
work orders with specific clauses
for imparting fraining in the new|
software, computer illiteracy was
a major impediment in ERP
implementation in the case of
WAREHOUSING CORP  and
KEL.

The GoK replied (September/|
October 20120} that the TA of KEL
imparted training, but there wag|
high reluctance from employees
due to poor computer literacy
which delayed the
implementation.
WAREHOUSING CORF was
providing training to  their
emmployees.

Cell.
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that they have demanded the TA
to provide change control and
sovirce code.

|
|
COIR CORP replied (June 2020) |
|
|

However, COIR CORP
completed the project in February
2014, but the request was made to

the 1A only afier it was pom!ed
out-byAndit—————
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THE KERALA STATE CASREW DEVELOPMENT CORPORATION LIMITED
{A Government of Kerala Undériaking)
Cashew House, Post Bax No.13, Mundakkal,
KOLLAM - 691 001. )

Phone: (PBX) 2742271, 2742172, 2742273 & 2742954 FAX: 91-474-2742557 email:
cadeco@sancharnetin; cashewcorporation@asianefindia com

QUOTATION NOTICE

Sealed quotations are invited for supply, installation and mainteriance {Including customiization) of Mull
Tesminal Integrated Application Software with following fgahsres"‘for complete autoration of the head office
and office of the.Cashew Factories of the Corporation:

1. To computerize entire activities of the office of aur 30 cashew factories (mc uding filling and packing
center, tin factory and value addition units} and Head Office of the Co

2. To Computerize the prosessing-wark-igyoling Sisfibulioit of faw © nurs fo different faclories,
the processing at different sections, the collection of finished goads from these factories to the filing
centers And details of filling center activities,

3. T8 computerize all the process¥involved at our Head Office.

4. To interconnect the tiead office and- cashew fachon&c thmu gh [rfemet to establish to-way
Sommumication.

5. The software should be capable for converfing above offices as paperless offices.

The quotation should be including development of the software, installation of the same in all the computers
of the Head Office and 30 Cashew Factories at various places through out the State, training our persornel,
with the software and supply sufficielit copies of the operating manual of the sofiware and maintain,
maodification according lgnegds for a pefiod of minimum 2 years.

The software must.be developed in a platfor iidepandent envirnment and database must be M5 84L or
MYSQL or equivalent 85 approved by the yndeisigned. The parties whiohave already developed application
software suitable for the Eashew industry, taady to customize it aceording to our needs and handover the
sofiware with its copy vaite, if any, togethef with source cotie will get preferance.

The quotation should be-submitted in sealed covers with detalled software specifications of each application
on or before 3 PM on 30.10 200 with an EMD'of Rs. 10.000.00 towards cast or Demand Draft and the same
wil be openad at 3.30 PM on the same day in the presence of the avai[able quotationsrs.

The Managing Director reserves the right to accept or rejest any or ali guotations without assigning any

L

Mzanagirig Director

3
g

Kollam,
29.09.2010.
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%ﬁ%%%#%%%%%%%%%%%%%#%%%%%%%%%%%%%%%%%
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THE XERALR STATE CASHEW DEVELDPMENT CORPORATION LT8.,
(A G of Kerala Undertaking)
Cashew House, Post Box No.13, Muridakkal,

KOLLAM - 6§97 001, INDIA.

Phomne: (PBX) 2742271, 2742172, 2742273 & 2742954 FAX: 91.474-2742557
Grams: ‘EASTVANG einail: cadeso@semchamet in

CDC/Materials/Computer/SWHME
29" Saptember 2010,

INVITATION TO TENDER

COMMERC|AL TERMS

1.01

1.02

1.03

Sealed tender is invited in two part system by The Managing Directer, Kerala State
Cashew Development Corporation Ltd, PB No 13, Kollarn, Kerala 691 001  for the
design, development installation testing and training of Multi Terminal Integrated
Application software for the complete automation of head office and factories.
Tethnical requirements and commercial terms are appended. The last date of
receipt of tender is 3(L10.201C at 3.00 PM. Technical Bid will be opened in
presence of tenderers or their authorized representatives who are present at
3.30 PM on 30.10.2010 in our Head office. Any tender received after the due date
and time will be rejected.

The tender documents can be purchased from our offici or can be downioaded
form our website www.cashewcorporation.com. The technical requirements and
commercial terms are to be carefully studied before quoting. The corporation will
not entertain any claim/s for any change in the rate for any reason whatsoever.
Tender documents can be purchased from the Materials department on payment of
T 2081.00 by cash/demand draft in our faver payable at Kollam. If the Tenderer
wishes to receive the same through speed post additional amount of £ 150.00 has
to be sent along with the tender reguest. If the Tenderer download the tender
documents from our website, tender cost of ¥2081.00 shall be pald by demand draft
alongwith the quotation. Tender fee will not be refunded. Quotations without the
Tender Fee will be rijected.

The Technical Bid should consist the complete pmposzal for the software. The
Comniercial Bid sheuld indicate the individuat price for the design, devetopment
instailation testing and training of Multi Terminal Integrated Application sofiware.

. The Technical bid and the Commercial Bid should be in separate sealed cover

appropriately super scribed and submitted together in a separate cover which
should be super scribed with the words Tender No. CDC/Materials/Computer/SW/10

Jesi entinstallation testing and training of Multi Terminal Integrated.
Application software and mentioning the due date of the tender. Sealed tendet
docursents shall reach the undersigred on or before the due date and fime.
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Technical bid will be opened on the due date at 3.30 p.m and after evaluation of the
same the commercial bid will be opened on another day. Those technical bids are
accepted by the corporation will be infimated the date and fime of the opening of the
GCommercial Bid.

104 Earnest money deposit: 1% of the contract value subject to a maximum amount
20,000.00 by Demand drafi as EMD and shall be submitied separately afong with
the quotation. Tenders without EMD will be rejected.

EMD of unsuccessful tenderers will ba refunded without interest on the Finalization
of the tender or the expiry of the validity period whichever is earlier. EMD deposited
with the corporation will be forfeited if 2 bidder withdraws or distance from his offer
during the validity period of the quotation.

1.05 Once the bid is opened and the tender finalized the tender details will not be
disclosed to any one who is not concemed with the tender process.

106 The corporation/-authorized person has the right fo accept or reject any tender or
all tenderers without assigning any reason whatsoever, The corporation, if found
necessary shall negotiate further with the lowest tenderer.

1.07 Validity of offer: The offer should be kept valid for minimum 60 days from the date
of opening of tencer.

1.08 Price: Firm price should be quoted. Mo price escalation will be allowed.
1.08 Completion: Enfire work shall be completed before May 2011,
1.10  Jurisdietion: Subiject to Kollam Jurisdiction only based on |ndian arbitration act.

1.11 This Invitation to tender wilt form part of the tender documents and the agreement
execited by the successful Tenderer.

TECHNICAL TERMS

107 Software: Software must be Multi Terminal Integrated Application Software for
complete automation of the head office and office of 30 Cashew Factories {including filing
and packing-center, tin factory and value additien units) of the Corporation:

1.02 Capacity: It must be capable for computerizing the entire activities of the office of
our 30 cashew factories and Head Office of the Corporation.

1.03 1t must be capable for computerizing the processing work invelving distribution of
raw cashew nuts to different factories, the processing at different sections, the

coliection of finished goods from fhese factories fo the flling enters and-detailsof -
filling center activities,

Signature of the bidder

566/20235.
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1.04 It imust be capable for comperterizing all the process involved at our Head Office.

1.05 Two way Communication: It must be capahle to Interconnect the head office and
cashew factories through internet to establish two-way communication.

1.06 Paperless Office: The software should be capable for converting above offices as
paperiess offices.

1.07 Inclusion: The quotation should be including development of the software,
installation of the same In all the computers of the Head Office and.30 Cashew
Factories at various places through out the State, trzining our personnel with the
software and supply sufficient copies of the operating manual of the software and
maintain, modification according to needs for a period of minimurm 2 years.

1.08  Platform: The software must be daveloped in a platiorm independent environment
and database must be MS SQL or MYSQL or equivalent as approved by the
undersigned.

1.08 Preference: The parlies who have already developed application software suitable
for the cashew industry, ready to custornize i according o our needs and handover
the software with s copy write, if zny, together with sour:e code will get preference.

1.10 Source Code: Source code of the software most be supplied fo the Corporation to
enable the corporation fo customize, modify the software according o the need in
future.

1.11  Payment: No advance payment in any manner will not be made by the Corporation.
However if Corporation satisfies with the performance of the software developer part
payment can be given as follows:

1.12  Part Payment {1): 30% on installation of the software at H.O.
113 Part Payment (2): Another 30% on installation of the software at all 30 factaries.

1.14  Part Payment {3): Another 30% on successfully completion of installation, tesfing
and fraining personnel stc.

1.15 Final Payment: Final payment will be made on successfully completing warranty
peried of the software. However final payment can be made along with Part Payment
(3), if a bank guarantee is given to the Garporation for remaining 10% amount.

116 The Managing Director of tha Corporation reserves the right fo add, modify, alter
any of the above conditions, if it desires according to the interest of the Corparation, in
any time during the tenure of the tender process.



61

1"We hereby declare that liwe have read and understood all tha above the ferms and
conditions and lwe shall abide by them all and shall be fully binding on mefus.

SIGNATURE OF THE TENDERER
Place.
Date:

The Managing Director,
Kerala State Cashew Developmeni Corporation Ltd.,
Kollam.




o

Audit Report No.2 (PSUs), Kerata for the year ended 31 March 2619
PR S A L e A T e o, B e

Appendix 7
Statement showing the status of implementation of ERP systems by selecied PSUs
(Referred to in Paragraph 5.1)
i ' oy eof
s ual
3 J Z L 501 U A
1 | CASHEW CORP | Autbinaticn of Heat Keltron 05/01/2011 45,00 1750 | JLOH201E | 30ma/2011
Office and factories .
2 FOMIL Imtegration of Novasoft 05/08/2012 10.24 8.20 | 28022012 | 040472012
fanetional Consultancy
depaitments, Services Put,
Litd.
3 WAREHOUSING | Interconnecting C-DAC 09/02/2011 17.00 19.68 | 317102019 | 09/02/2012
CORP warehouses, regional Mot
offices and zonal copleied
offices with head
office. : b SRDI | S (U (SN
4 [XEL Automation of varions | Zeta Software | 04/03/2017 490 2.94 | 16/06/2017 | 020672017 |
: functional Sdlitions Pet.
i departments, Lid.
5 HORTICORP Automation of 15/1072015 76.36 66.91 | 30/11/2019 | 16/02/2016
procurement, storage Fi-es Systems
and sales/ distribution. 2
6 TCCL Integrated software Syon Sclutions | 28/47/2012 20,90 14.63 | 31012015 | 23/02/2013 | 0L/04/2013
sohition. fer materiaks
marketing and finance
functions, ) .
7 COIR CORP Development of Carol Solutions | 10/12/2013 20.00 16.36 | 30/11/2019 | 08/06/2014 | 01/02/2014
) integrated software
solution, -
Syon Solutions | 30/01/2010 21.00 18.47 | 31/10/2019 | 28/06/2011 | 31/12/2015
i > e

£ x1pusddy

ydeiSereq upny ut pauonuau xipiraddy

9




'SSHUd ONLINTHd VHAVSYINVAIN VIVasi

ST0e
RIS anesifa] vleloy

@





