
1h
itc.

ASSEMBLYFOURTEENTH

(Presented on 18.01.2021)

SECRETAIdAT OF THE ruRALA LEGiSLATURE

THIRI.IVANANTHAPURAM

202t



FOURTEENTH KERALA LEGISLATIVE ASSEMBLY

COMMITIEE

ON

I/I.]BLIC UNDERIAKINGS
(2019-21)

HT.INDRED A}[D SIXTEENTH REPORT

On

The Action taken by Government on the Recommendations contained in
the TWenty Ninth Report of the Committee on Public Undertakings

(2016-19) relating to'[ire Kera]a State Cashew Development Corporation
Limited, based on the Report of the Comptroller anrlAuditor General of

India for the years ended on 31" March, 2012 & 2013.

Aomer'Ikewise-open/NlYAMAs-A B}f Jpuc-a/Desklop/A URepoi/AIR 116.odr

I

l'

I'



,il
.:,

Page

Chapter I : Replies fumished by Government on the .. | '
I recommerrdations of the Committee

which have been accepted by the
Committce without remarks.

Chapter II : Reply fruhished by Government on the
recommendations of the Committee
which ha;r been accePted bY the
Committee with remarks.

I'

I

I

,ft ome/iikewise-ope NIYAMASABH a./puc-a/Desktop/A1/Repofl/ATR I 16.odt

rt



A

I l'

, COMMTTTEE ONPUBLTC UNDERTAT(NGS (2019-21)

COMPOSITION

Chaiiman:

Shd. C. Divakarau

Members: 
I

Shri. K.B. Ganesh Kumar

Shri. C. Krishnan

Shri. Thiruvanchcor Radhalaishnan

Shri. P.T.A. Ralfm
, |,

Shri. S. Raiendlan

Shri. RajuAbraham

Shri. Surury Joseph

Shri. M. Ummer

Shri. P. Unni

L eg islaur e S ec r enriat:

Shri. S.V. Unnilc.ishnan Nair, Secretary.

Shri. B. Reji, Joint Secretary.

Shri. A. Jafarkhan, Deputy Secretary.

' Smt. Reji. D.O., Under Secretary. |'
I

/home/likewise-open4,,lIYAMASABH,Vpuc-a/Detktop/AUReporVATR 116.odt



;'
INTRODUCTION' t" . ' - '

I, the Chairman, Committee on Public Undertakings (2OI9-21)

having been authorised by the Committee to present the Report on their

' behalf, present this H{ndred and sixteenth Report on The Action taken by

Govprnment on the'Recommendations contained in the Twenty Ninth I '
Report of the Commfttee on Public Undertakings (2016-19) relating to

The Kerala State Cashew Development Corporation Limited, based on

the \eport of the Comptroller and Auditor General of India for the years

ended 3l', March, 2012 & 2013.

The Statement of Action Taken by the Government included in
this Report was considered by the Committee at its meeting held on

t5.10.2020.

This report was considered and approvei Uy tfre Committee at its

meeting held on 11.01.2021.

The Committee. place on record its appreciation for the assistance

rendered to them by the Accountant General (Audit), Kerala and express

gratitude to officials cjf Industries Department during the examination of
the $tatements included in this report. | ,

I

Thiruvananthapuram,
tr.or.202l

C.DTVAKARAN
Chairman,

Committee on Public Undertakings.

I'
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Iry

REPORT

This report deals with the Action Taken by Government on the

recommendations contained in the Twenty Ninth Report of the

Committee on Public Undertakings (2016-19) relating to The Kerala

State Casherv Development Corporation Limited, based on the Repoit of

the Comptroller and Auditor General of India for the years ended 31"

March, 2012 & 2013.

The TWenty Ninth Report of the Committee on Public

Undertakings (2016-19) was presented on the House on 9d March, 2017.

The Report contained 6 recommendations and the Government furnished

replies to all ',he recommendations.

The. Committee considered the replies received from the

Government at its meeting held on 15.10.2020.

The Committee accepted iire replies to the recommendations in

Para Nos. 12, i3, 15, 16 & 17 without remarks. These recommendations

and the repiies furnished by the Government folin Chapter I of this

Report.

The Conrmittee accepted the replies to the recommendations in

Para No. 14 with remarks. This recommendation, the reply furnished by

the Government and remarks of the Cotnmittee form Chapter II of this

Report.
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lCommittee in time. It isjCommittee did n

lobserved that the delay in lthe Governr
J constituting the Audit 

] 
suspended the

iLomm.rttee has resulted in lDirectors of the (

lseverat 
tapses in corporatelper G.O.(Rt)No.'governance due to neglectldated 22.I2.20L

ot certain crucial controls. ]consideration
I I is surfaced thar the lrecommendationscompany has blatantlylCommittee (
disr.egarded the Centril,Undertakings a
lVigilance Commission lCommirtee l
1(CVC) guidelines withlconstiruted in the

iregard to tenderjon 09.03.201g cor
lnegotiarions and has failedldirectors. Th
lmiserably in complyinglCommiuee tr.s'rwth a tair, tansparent and jreview the int
competent tender process. lreports prepared
r ne uommrttee, therefore, 

] 
basis so as to ta]recommends that the jmeasures on the

lgSlanl shoutd uphold the jdefects reponJ-
CVC guidelines and thelaho aurt., to ...Expert Committee iaudit .o-*in..
directions at all stages ofieffective 

";J;;tender process 
li:;:Ji."iT,'ffi, ;;
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i:' Indusuies and Commerce etc.
The Corporation has neen,

implementing
procedure of the

e-tenderc-rsrrusr j

Govt. ofi
^c

Industries

Kerala for procurement of
Raw cashew nuts since
September 2012. Short
cornings in the manual
tendering system followed in
the Corporation included the
practice of inviting all bidders
for negotiation had been
rectified and only LI (Lowest]
bidder) is called forl
negotiation at present. 

I

l
Keeping in view of COPU and]
F.xnprt Cnmmittpp ronnrnrnon.lrri^.o l

The Company has been
inexplicably relying on
local traders for the
procurement of Raw
Cashew Nuts (RCN)
avoiding the direct purchase
from domesiic farmers. It
is also seen that the
Company has ignored the
recommendations of the
Committee on Public
Undertakings (COPU) and
the Expert Commiuee (EC)
appointed by the
Government in this regard.
The Committee firmly
recommends that the
Company should take
proactive steps for direct
purchase of RCN from
domestic farmers, and
thereby preventing the
exploitation of the farmers
by middlemen. Ir is aiso
advised that the Company
should thoroughly adhere to
the recommendations of the
COPLI and the EC in the
efforts to Drocure RCN.

Expert Committee recommendations,l

KSCDC had taken efforts to]
procue RCN grownl
indigenously. 

r

'I'hrough the corporation had
attempted procuring cashew
directly from the farmers since
2009 by opening depots in
different parts of Northern
Kerala and on prompt payment
basis, it was not successful,
Price volatility and prompt
payment were key factors in
the direct procurement from
farmers. During 2012

_ _ t__

corporation had procured RCN
directly from farmers bV 

]

opening 10 depots in different
parts of Northern Kerala. It
could procure 263 MT .only,,
on prompt payment basis, in i

this way. But procurementi
direcdy from the farmers in
the succeeding years rill i

201.6-77 was meagre. 
I

During 20I2-t3 the I

corporation had procuredi

_3861:3j Kg of RCN grown
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Iocally. With the intervention
of the Government ' the
Corporation could procure
605644 Kg and 613308 Kg of
RCN of Kerala origin in the
year 2017-18 and 2018-19
respectively at the rate fixed
by the price fixing committee
appointed by the Government.

Though the procurement of
indigenously grown RCN was
minimal compared to the total
production, this intervention
has been instrumental in
farmers getting comparatively
higher price for their products
during the entire cashew
season.

Efforts will be taken
improve local procurement
the coming years as well.

The Committee has It is true that the Corporation
observed ttre Company's lhad approached STC for
willful transgression of the ]utilizing their L/C facility for
Memorandum ofiimport of RCN *hen there
Understanding (MoU) withlwas cash crunch. However,
Tanzania and refusal to I this could not be materialized.
utilise the financial facility lln order to ensure continous
and the import of RCN loperation of the factories the
through State Tradinglcorporation had to consider all
Corporation of India Ltd. lavailable options including
(src). Instead, thelprocurement of RCN
Company focused heavily linvolving local traders.
on local
accompanied

traders The Government have 
'since

withlformed a company viz a viz
intermediaries aimed at]the Kerala Cashew Board Ltd
profiteering. In view oflwith a prime objective of
these factors, thelproculing of RCN from India
Committee advises
no circumstance,
Company should

that, in]and abroad for supplying the
the lsame to the processing units in

deviate]the public sector and private
from proceeding with anylsector. The board has srarted
agreement/contracts
in good faith for

made lits eperations. With the full
thelswing operations of the KCB,

to
in

Industries
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betterment of the Company, it is expected that good quality
RCN can be procured from
abroad at reduced rates
without involvement of
middlemen, which will
ultimately benefit the KSCDC
also.

The Committee furtheriTimely availability of working
noted that the Company had capital is an important factor
been following an irrational jfor corporation's seasonal
practice in the procurement purchase planning, so as to
of RCN from International ensure competitive prices
market due to the lack oflwhen it is favourable.
purchase planning. The Purchase decisions are taken

therefore, in due consideration of
recommends that theiavailability of funds from
Company should frame a various sources. Further to
far sighted purchase plan sojavoid hindrance in operation
that the Company can many a times the Corporation
proceed with international ]has to avail credit for
procurements in accordance purchasing RCN and
with market fluctuations. ]selling Kernels, adVance

buyers.
It is submitted that the

Government have formed a
company iz a viz the Kerala
Cashew Board Ltd with prime
objective of procuring of RCN
from India and abroad. The
board has started its
operations. With the' full
swing operations of the KCB,
it is expected that good quality
RCN can be procured from
abroad at reduced rates
without involvement of
middle-men, which will
ultimately benefit tlle KSCDC
also. The KCB is in the
process of
cashew nut in

procurrng raw
bulk quantities

for
from

from
countries
of the

respective African
by taking advantage
season of cashew
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17 Industries

I

IIL

contracts of the CompanyiDeposi
should be renegotiated bylLakhs import
rectifying ali deficienciesjlakhs and 5
and irregularities.

tender and 2
Lakhs for local

tender.
4. Raw Cashew Nut tender
vaiidity peiiod was extended
from 7 to 10 days after the
opening date of the tender.
5. The payment terms in
supply contract has been
modified to 80 % payment of
the invoice value of the goods

harvesting in those countries,
so that the market volatility in
the price of RCN can be
controlled to the benefit of the
Board. which will benefit the
Corporation also.

The Committee finds that Cahsew Export Promotion
the quality tests of the]Council (CEPC) does only in
RCN are being done by alhouse operations for quality
panel appointed by the surveying where samples are
Company ignoring 1 to be brought to their office for
institutions like the Cenual lobtaining test results. No field
Export Promotion Councillwork is carried out'by CEPC
etc. The Committee viewslfor Raw nuts sampling. As of
this as an unhealthy practice inow the RCN quality test is
which will eventually turn]carried out by RBS Maritime
detrimental the services per

dated
is an

company. Therefore, it islGo(R0No.7t7/16/ID

tests of the RCN should be linstitution having proper
done in institutions having lcredentials and experitse in the
ploper credentials andlfield.
expertise in the field. lt isjTender
seen that the terms andlspel:ificaticns and supply
conditions in the Supply I contracts were modified. Some
Contract have a lot oflof the changes brought in are:
deficiencies. There are solRawCashewNut (RCN)

suggested that the qualityl01.08.2016. RBS

many
breach

occasions in whichil. Origin and quality were
of contract wasispecified in each tender.

conspicuous.
sc,*,nario, the

In thisl2. Quality surveyor is (RRS)
Committee]as per Govemment G.O.

wants that the supply|3. RCN-EMD and Security
of the CompanylDeposit was enhanced to 5
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against import bills and
submission of supply
document specified, instead of
90% against factory delivery
in supply contract.

Seperate detailed claim
settlement clause was included
in supply contract.
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Remarks:- The Committee finds that the reply fumished by the Govemment as " noled for future

compliance" is not satisfactory and pointed out that no mention has been made in the reply

regarding fake utilisation certificate and diversion of the fund. The Committee expressed its

dissatisfaction over the Government reply and sought detailed report on the following points.

l. The total fund received during the audit period.

2 How the fund was utilised.

, 3. How many utilisat:on certificates issued during audit period.

4. Details of officials who were responsible for issuing utilisation certificate.

13
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Thiruvananthapuram,

11.01.2021

C,DIVAKARAN,

Chairman,
Committee on Public Undertakings.

sl.
No.

Para
No. Conclusions/R€commendations

Action Taken by the
Govemment

(1) (2') (3) (4) (s)
L

I

I4 Industries
i

t

It rs seen lllat me uompany has

diverled the grants released by
the Govemment for the

procurement of Kerala Origin
RCN directly from farmers and

for the modemisation of Cashew

factories and has thus, defeated

the very purpose of the

provision of funds. l'his
diversion is ratified by
producing fake Utilisation
Certificates. In view of this

situation, the Committee wams

that the Company should utilise

the grants cnly for the purpose

for which it was sanctioned.

The Committee also urges that

the practice of submitting fake

utilisation certificates sfould be

discontinued forthwith.

The Committee's
recommendations in this regard

is noted for future compliance.
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