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INTRODUCTION

I, the Chairman, Committee on Public Undertakings (2016-2019) having
been authorised by the Committee to present the Report on its behalf, present this
Twenty Ninth Report on The Kerala State Cashew Development Corporation
Limited, based on the reports of the Comptrolter and Auditor General of India for
the years ended 31 March, 2012 and 2013 relating to the Public Sector
Undertakings of the State of Kerala.

The aforesaid report of the Comptroller and Auditor Generai of India were
laid on the Table of the House on 18-2-2013 and 10-8-2014 respectively.
The reports, besides other things in their findings, brought to light some functional
irregularities relating to The Kerala State Cashew Development Corporation
Limited. The Committee, in connection with the perusal of the reports, took
notice of the comparability of the audit paragraphs pertaining to such
irregularities and decided to examine them altogether. The consideration of the
audit paragraphs included in this report and the examination of the departmentat
witness in connection theretc were made by the Committee on Public
Undertakings constituted for the years 2014-2016.

This report was considered and approved by the Committee (2016-2019) at
its meeting held on 2-3-2017.

The Committee places on record its appreciation for the assistance rendered
by the Accountant General (Audit), Kerala, in the examination of the audit
paragraphs included in this report.

The Committee wishes to express thanks to the officials of the Industries

Department of the Government Secretariat and The Kerala State Cashew
- Development Corporation Limited for placing the materials and information
solicited in connection with the examination of the subject. The Committee also
wishes to thank in particular the Secretaries to Government-Industries and
Finance Departménts-and the Officials of The Kerala State Cashew Development
Corporation Limited who appeared for evidence and assisted the Committee by
placing their views before it.

C. DIVAKARAN,
Thiravananthapuram, Chairman,
- 9th March, 2017. : Committee on Public Undertakings.



REPORT
ON.

THE KERALA STATE CASHEW DEVELOPMENT CORPORATION LIMITED

AUDIT PARAGRAPE — 4.1.4 (2011-12)

4.1.4 The Kerala State Cashew Development Corporation Limited

The Kerala State Cashew Development Corporation Limited (Company) was
incorporated in 1969 with the objective of developing cashew industry so as to
provide employment to cashew workers in the State, During the year 2011-2012
the Company provided on an average 179 working days (28.94 lakh man days for
16137 workers) through its 30 cashew processing factories across the State,
The Company had been continucusly incurring operating losses during the five
year period up to 31st March 2011. We found that high cost of procurement and
low rate of sales realisation were the major reasons for the continuous losses. We
also noticed that the Board of Directors failed to constitute Audit Committee,
an important measure of internal control and corporate governance. These are
discussed in detail below:

Functioning of the Board of Directors

In line with the provisions of Section 292 A of the Companies Act, 1956,
the Government, with a view to strengthen the corporate governance, issued
(November 2008) direction for the formation of Audit Committees by every State
Level Public Sector Enterprise. We observed that though 79 meetings of the Board
of Directors of the Company were held during the last five years, the Audit
Committee, an important pillar of corporate governance had not been constituted
so far (June 2012). Hence the transparency in decision making, accuracy of
financial reporting and disclosures, robustness of internal control and internal audit
functions etc. were not being properly evaluated or monitored in the Company.

The Company replied (August 2012) that internal control system envisaged
for the Audit Committee was looked after by the Board of Directors. The reply
indicated the violation of Government direction.

374/2017.



Operational inefficiencies

The Company procures raw nuts and allots to 30 factories for processing.
The raw nuts are drum-roasted/steam-roasted to produce roasted cashew nuts,

which are shelled {(removal of shells), peeled (removal of the outer skin of kernels)

and graded into different varieties.

‘We noticed that the Company had to spend ¥ 3.02 lakh to produce one MT of
cashew kernel. However, sales realisation was only ¥ 2.18 lakh per MT resulting
in loss of ¥ 0.85 lakh per MT as shown below:

{Amount ¥ in lakh)

Particulars 2006-07 | 2007-08 | 2008-09 E:2009-10 2010-11 Average|
; (provisional)
 Sales quantity| 3660.18 | 3775.44 | 532756 | 7516.41 | 7719.49
© (in MT)
-Sales realisation 1.73 1.64 2.38 2.38 2.75 2,18
. per MT
'Value of Materials  1.39 1.08 1.78 170 | 216 | 162
per MT of sales ;
Employee cost per; 1.00 1.18 0.72 0.76 0.76 0.88
MT of sales : :
Other expenses per; 1.14 | 1.23 0.09 0.06 0.06 0.52
MT of sales i
e »
Total expenditwe] 353 - 348 259 2.52 2.98 3.02
per MT of sales l
Net loss per MT of 1.80 1.85 0.21 .14 0.23 0.85
sales

We observed that for every rupee of sale the Company incurred 74 paise

towards raw materials, 44 paise towards employee cost and 30 paise towards other

expenses leading to a loss of 48 paise.



Procurement of raw cashew nut

The Company procured raw cashew nuts from suppliers based on open
tenders through advertisements. In this regard we noticed the following:

Dilution of tender process

Ceotral Vigilance Commission (CVC) guidelines stated that 'as post tender
negotiations could be a source of corruption, it is directed that there should be no
post tender negotiations with L-1 except in certain exceptional situations’. The
Board of Directors, however, conducted post tender negotiations with all bidders
and orders were placed with the lowest negotiated tenderer.

The Company stated (August 2012) that inviting only the lowest tenderer for
negotiations would lead to cartel formation. The reply is not acceptable as it
indicates the violation of CVC guidelines,

High rate of procurement

The major source of raw cashew nuts was imports, The average procurement
rate of raw cashew nuts of the Company was higher than the average rate published
by the Directorate of Cashew and Cocoa Development (DC & CD) as shown
below:

{Amountin )

- _yea_r_ _(_ Procurement rate per MT Excess
,I_ Company o 1. DC&CD ]

2008-09- 46782 ‘ 43450 | 3332

200910 | 43445 40342 3102

We also observed that the Company was depending on a single supplier
(IMJ Traders) for majority (49.50 to 99.77 per cent) of its raw nuts requirement for
the period from 2008-2009 to 2011-2012.

The Company stated that the rates published by DC &CD may not reflect the
actual rate as they were based on the statistics collected by them. But the fact
remained that the present procurement procedure followed by the Company had
not fetched the competitive rate as the procurement rate was higher than the
average All India rate.



Low rate of sales realisation

Efficient marketing of the product through proper advertising and sale of the
preduct at most competitive rates ensures increased sales realisation and thereby
better profitability. The Company, however, had not formulated any marketing
policy. We noticed that the Company marketed only a small guantity (three per
cent) under its brand name '‘CDC Cashew’ and the remaining portion was sold to
wholesale iraders. In respect of wholesale trade, the Board of Directors entristed
the Managing Director to sell the cashew kernels based on the then prevailing
market rates. Thus, the Company sold the cashew kernels on the basis of rates
fixed by the Managing Director in a non-transparent manner without inviting any
competitive tenders. This unfair practice of marketing resulted in low rate of sales
realisation.

As a result, the average sales realisation per MT of cashew kemel obtained
for the years 2008-2008 and 2009-1¢ were less than the rate published by
DC & CD, as shown below:

{Amount X in lakh)
year Average sales realisation per MT Shortage '
Company DC &CD )
2008-2009 217837 272858 55021
2009-2010 213286 268759 55473

The Company replied that selling price of the cashew kernel was controiled
by internationa! market which varied day by day. Sales contract was finalised
between MD and the buyer based on the price offered by the buyer on daily basis.
The fact, however, remained that the recommendations of the Committee on Public
Undertakings (CoPU) to adopt well defined sales and marketing policy in
consultation with an expert agency is yet to be implemented,

Insufficient value addition-impact of high procurement cost and low sales value

The impact of high procurement cost and low sales realisation resulted in low
sales margin which was insufficient to meet cost of production. Sales margin
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earned by the Company ranged from X 33933 per MT 1o T 67825 per MT’
{24 to 53 per cent of cost of raw material) during the review period. This was not
sufficient to meet even the labour cost of X 72190 per MT to ¥ 118039 per MT

over the review period.

Thus, considering the import/export rates published by DC & CD, there was
scope for reducing the raw material cost by ¥ 0.13 lakh and increasing sales
revenue by ¥ 0.55 lakh per MT of cashew kernels. Thus, ensuring transparency in
procurement and sales alone has a scope for reducing the loss of the Company by
% 0.68 lakh per MT of sales. The 42nd Report of CoPU(July 2003) stated that:

. The Company should adopt well defined sales and marketing policy in
consultation with an expert agency.

. The system of procurement of raw cashew nuts required to be
streamlined in such a way that the same does not exceed the All India

procurement cost.

In spite of CoPU recommendations, the Company had neither streamlined the
system of procurement of raw cashew nuts nor regulated the cost so as to ensure
sufficient margin to meet the expenses. We also observed that the recommendation
of the expert agency appointed by the Government with regard to inviting only the
lowest tenderer for negotiations was relaxed by the Government themselves and
permitted the Company to continue with the prevailing practice of giving chances
to the bidders to amend their rates after knowing the rates quoted by other bidders.

The Government should review the permission granted to the Company for
conducting negotiations with all the tenderers. The Company replied that measures
would be taken to reduce the cost of production.

Government assistance

Government assistance to the Company is for strengthening its financial base
to enable it to achieve better performance. We noticed that Government of Kerala
had invested (March 2008) X 200.64 crore as equity in the Company. Against the
above, the Government suffered a loss of ¥3.66 on every rupee of its investment.
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The Government provided I176.41 crore from the exchequer to the Company by
way of loans (¥ 93.19 crore} and grant (X 83.22 crore) during review period.
This amounted to < 63005.11 per MT of sales as against X 71886 per MT incurred
towards salary and wages (¥ 201.27 crore) of factory staff and workers.

The matter was reported to Government in July 2012; their reply was awaited
(November 2012).

[The Audit paragraph 4.1.4 contained in the Report of the C&AG for the year
ended 31st March, 2012]

The notes furnished by the Government on the Audit Paragraph are given in
Appendix II.

Audit Paragraph-4.1 (4.1.1-4.1.3.11-2012-13)
4.1 Procurement of Raw Cashew Nuts
4.1.1 Introduction

The Kerala State Cashew Development Corporation Limited (Company) was
functioning from July in 1969 with 10 factories with the objective of processing
Raw Cashew Nuts (RCN) and its trading. Subsequently Government of Kerala
{GoK) took over {July 1988) 36 factories in private sector which were lockedout
and entrusied with the Company for operating and providing employment to the
workers. At present the company is operating 30 cashew factories, two Value
Addition Units and has 776 employees and 14994 factory workers in its rolls as on
31st March 2013. During the period from April 2008 to March 2013 the Company
purchased 133380 MT of RCN worth I 771.44 crore through 22 tenders and
46 purchase agreements, besides procurement directly from farmers.

4.1.2 Background and scope of Audit

The Company is incurring losses continuously and the accumulated loss as
on 31st March 2009 (latest finalised accounts) was ¥ 812.92 crore. One of the
major reasons for the loss was deficiencies/irregularities in the purchase of RCN.
Based on the Audit reports for the years 1996 and 2008 the Committee on Public
Undertakings (COPU) had recommended (July 2003/June 2012) to do away with



the post tender negotiations and streamline the procurement of RCN in a
transparent and cost effective manner. The Expert committee (EC) appointed
(April 2007) by GoK had also made (August 2007) similar recommendations.

The Board of Directors (BoD), however, continued with the prevailing
practice after obtaining(December 2007) approval from Industries Department,
GoK. Based on quick verification (November 2012) by Vigilance and
Anti-corruption Bureau (VACB), the Vigilance Department was requeéted (March
2013) by VACB for according sanction to conduct a detailed enquiry to unearth the
irregularities in the procurement of RCN. The Vigilance Department, however,

denied sanction stating that a vigilance enquiry was not necessary.

In view of the above state of affairs, Audit decided to conduct a detailed
study covering 2 period of five years up to 2012-2013 to assess the transparency
and fairness, eguity and economy, efficiency and effectiveness of the prevailing
system of procurement of RCN by the company besides a review of the followup
action on the earlier audit findings and COPU recommendations.

4.1.3 Audit Findings

Audit anatysed all the 22 tenders and 46 purchase agreements from
2008-2009 to 2012-2013., It was noticed that the purchases were made
disregarding the CoPU and EC recommendations and were plagued by various
deficiencies in planning, tendering and award of contracts as discussed in
_succeeding paragraphs.

4,1.3.1 Excessive dependence on a local trader for procurement

The average annual production of RCN in Kerala was estimated at 72000
MT' . Instead of procuring maximum quantity of Kerala RCN, the company also
imported cashew nuts from African countries viz. Tanzania (CDJKL), Guinea
Bissau(GB)}, Ivory Coast (IVC), and Mozambique (MOZ). Duriag the period
covered in andit the company procured 17,636 MT(13.22 per cent) of domestic
nuts and 1,15,744 MT(86.78 per cent) of African nuts as detailed below:

"1 Source: Data of Directorate of Cashew Nut & Cacoa Development,
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Table 4.1: Details of Supply of RCN from each origin

African origin (MT)| Kerala oMgin (MT) Percentage of
Country International | Local | Directly Total total supply |
Lacal from each
of Origin traders |traders| from (MT) o
supply |
CDJKL 2164 29118 31282 2345
GB 4454 14651 19105 14,32
VG 9339 41312 50651 37.98
MOZ 9414 5292 14706 11.03
Kerala 1086 1086 0.81
Kerala 16550 16550 12.41
Total 25371 903731 1086 16550 | 133380 100.04
Percentage|  19.02 | 67.76] 081 | 1241 100 |

The most prevalent method was indirect purchase through traders- for both

domestic as well as imported RCN and the direct purchase from domestic farmers

was negligible at 1086 MT (0.81 per cent). Imported nuts were procured from:

*  International traders (19.02 per cent) who procure RCN from

international markets and sell directly to the company. The major traders

were Olam Intemational, Sayeed Mohammed and sons Traders, PTE Lid.

Valency International and Swiss Singapore Ocean Enterprise,

» Local traders (80.17 per cent), who procure RCN imported by

international traders and resell to the Company. The major local traders
were JMJ Traders (JMJ), Kailas cashew, DM Traders, CEE BEE
Commodities, CKD {Mr. Alavi) Traders, INDAF and Asia Coemmodities.
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The details of the 46 purchase orders issued for domestic (nine orders) and
imported (37 orders) RCN during the period from 2008-09 to 2012-13 were as
follows:-

Table 4.2 : Purchase Orders issued

? ] No. of POs | Ordered Quantity Supplied quantit
: . issued {in MT) PRIEC MANEY | Toral Payments | Percentage
in (MT) of
i
™ Oahgzs ol | placed
M | mbers | Towl ] JMJ | Others ! Toial { IMJ | otherss | Towl i | (in IMI
crote on
crore} | oore)
. N !
200808 | 7 | a4 | 1t |15000 | Booo | 23000 | 35042 ] 77el | 2ze03 | 7182 | 3550 | 1w | es22
12009100 5 [ 9 | 14 | 16500 [ 20750 | 37250 | 18014 | 20186 | 38200 | 7B77 | 8457 | 16934 | 44
s e - =
Wil | 7 | 2z | 9 |2650 | 7000 | 33500 | 24426 | 4277 | 2703 | 15786 | 3120 | 18906 | 79.10
0012 | 6 | @ | 6 4250 | 0 | 24250 | 25505 | O | 75585 | 19438 | 0 |1s438! 100
01243 | 4 | 2 | & 1750 2500 ' 20000 | 5625 | 1w | 17003 T aesa0 ! 520 fanize | evso
Towl | 70 | 17 ! 46 | 99750 | 34750 [ 130000 | 98692 1 33602 | 137284 | 608,93 | 15646 | 7es3a | 7229
Perceniage | 63.04 | 36.96% 7228 L 272 74.60 E 25.40 7956 | 20.44

Analysis of these purchases revealed that out of the 46 orders for 1.38 lakh
MT RCN, 29 orders for 0.99 lakh MT (72.28 per cent) valuing ¥ 608.93 crore
were placed on JMJ, which was a local trader and supplied either already imported
RCN? or through High Sea Sale’ (HSS). It was also noticed that during the year
2011-12, 100 per cent orders and in 2012-2013, 87.50 per cent orders were placed
on JMJ. Audit found that the company's procurement process violated
recommendations of COPU/EC and favoured indirect purchase over direct
procurement ta the advantage of a few traders.

2 The African Origin RCN which was already imported to Kerala, in the name of local supplier and
held in stock.

3 Orders are placed with a Jocal firm which in turn procures RCN from another international
supplier when the container carrying the RCIV from exporting couritries reaches the High Seg, a
High Sea Sale agreement is executed between the local firm and the Campany and the local firm
clears the shipment in the name of the Company.

37472017,
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The company, while accepting the audit observation, siated (November 2013)
that private processors procure maximum quantity of Kerala origin by making
flexible payment to the farmers. It was further stated that the supplier's credit was
their main source of working capital. The reply was not acceptable as domestic
nuts comprise only 13.22 per cent of the procurement and the Government releases
grants to give fair price to farmers and avoid exploitation by intermediaries.

4.1.3.2 Unauthorised diversion of gramts and furnishing incorrect wutilisation
certificates.

The average annual production of RCN in Kerala was estimated at 72000 MT
and quality-wise the Kerala origin was one of the best in the world®. In order to
save the cashew farmers from the exploitation of middlemen and ensure good
quality of RCN, GoK released grant of ¥ 137.62 crore during the period
2008-2013 to the company for the following purposes:-

Table 4.3: Details of GoK Grant

SL No. Purpose % in crore |
1 Procurement of Kerala Origin RCN dir;s:ctly from 80.00
farmers :
2 Modernisation of Existing Facilities in Cashew Factories 57.62
o Total 137.62

Audit noticed that only a meagre portion of the grants was actually utilised
for the intended purposes as out of ¥ 80 crore provided for direct procurement.
It had utilised only ¥ 0.35 crore (0.44 per cent) for procurement of Kerala Origin
RCN directly from farmers and balance amount was diverted for the procurement
of Kerala and African origin RCN through traders {African for ¥ 44.36 crore and
Kerala for ¥ 35.29 crore) defeating the very purpose of provision of funds.

Similarly, out of ¥ 57.62 crore of grant released for modemisation and
renovation® 39.30 crore (68 per cent) was diverted for the procurement of African
RCN through local traders. It was further observed that this diversion was without

4  As the ourtum of exportable grade kernel from precessing Kerala origin RCN was 25 percent.
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the approvat of the GoK. More sericus issue was the Utilisation Centificate (UC)
submitted to the GoK, stating that the grants were utilised for the purpose for
which the same were sanctioned. Thus, UCs were factually incorrect, misleading
and violated Articles 210 (1) and 211 of the Kerala Financial Code, Volume I (KFC).

The Company stated (November 2013), that the local seasons runs from
March to June of each year and the grant of ¥ 80 crore was released on different
dates only after the local procurement season. The reply was not acceptable as the
funds released as grant should have been utilised only for the purpose for which
it was released or the unspent balance should have been surrendered. Further, the
funds received after the season could have been utilised for procurement during
next season.

The company also admitted that significant portion of the grant of
T 5762 crore released for modernisation, renovation etc., was utilised for
procurement of RCN. Thus, the grant intended for helping farmers and for
reducing imports were utilised for generating business to private traders and for
procuring African RCN and false UCs were submitted for the same.

4.1.3.3. Purchase of inferior quality Kerala RCN through traders

The quality of the RCN procured is assessed through
a cutting test® which measures the outtwrn®. An analysis of outturn of Kerala RCN
procured directly from farmers and through traders made in audit revealed that the
Company sustained huge loss due to poor quality of RCN procured through
traders.

Qutturn obtained from processing RCN procured directly from farmers was
much higher than that from the RCN procured through traders during the same
periods. The Exportable Grade Whole Nuts (EWN) obtained per 80 kg. bag of
Kerala RCN procured directly from farmers ranged from 14.59 to 16.36kg. as
against 11.56 to 14.57 kg. obtained from that procured from traders and the
resultant loss to the Company on this account worked out to

5  Commonly followed testing practice to assess the quality of RCN by collecting samples from each
lot of supply. RCN samples are cut and the ketnels are sorted into acceptable and unacceptahle and
weighed, The weight of acceptable kernels is averaged to find out weight of outtum per MT.

6  Expressed in Ibs, It is the output obtained after processing each bag of 80 KG RCN (1 kg.= 2.2046
Ibs).
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X 17.89 crore (Annexure 18). Though these indicate poor quality of Kerala RCN
supplied by traders, the company continued procurement through traders ignoring
the Government's specific direction to procure RCN directly from farmers,

The Company stated that it could not purchase directly from farmers
corpletely avoiding intermediaries. The reply was not acceptable as it contradicts
the proposal submitted by the Company to Government to promote direct purchase
from farmers. Further, the reply was silent about the lower output of EWN from
Kerala RCN procured from traders and the resultant loss,

4.1.3.4. Deficiencies in the purchase process of African RCN

A detailed analysis of 37 orders placed for procurement of African RCN
revealed that 10 orders were placed on international traders and 27 on local traders
including 23 on JMJ as detailed below:

Table 4.4: Details of Parchase Orders for African RCN

m;fa‘:lz;“"*l My Others o
Year ; e - b
| Orders . {;::g) | Orders (Sg,) Orders (:It;") i Orders (3;{;
20082000] 3 | 670 | 5 11934 1 o1 | 9 19695
2009-2010 | 6 16437 3 15267 1 1190 10 | 32894
20102011 | 1 2164 7 24426 ¢ 213 9 28703
20112012 | 0© 0 5 21185 0 o | s 21185
20122013 0 0 3 12433 L 834 4 13267 |
Towl | 0 | 2537 23 B5245 4 5128 - 37 115744

The deficiencies noticed in audit are summarised below:
Failure to use Memorandum of Understanding to import directly from
Tanzania

The Secretary to Government, on behalf of GoK entered (November 2008)
into a Memorandum of Understanding (MoU) with the United Republic of
Tanzania for the direct impost of 75000 MT of RCN every year for the Company
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and CAPEX’ at mutually agreed quality and price. The MoU was valid initially for
six months (November 2008-April 2009) which couid be extended further by
mutual consent. :

Audit scrutiny revealed that Tanzanian (CDJKL) origin RCN was available at
a negotiated price of $ 900 per MT and the Board in its meeting held on
14th January 2009 decided to procure the same. The Company, however, procured
2000 MT of MOZ origin RCN at $925 per MT through an international trader
(Sayeed Mohammed & Sons) as decided by the Board on 28th February 2009
stating that CDJKL RCN was not likely to be available due to delay in completior
of formalities under the MoU. The extra expenditure on this account was
T 24.60 lakh® Moreover the output from the MOZ origin RCN was also less
{cutting outturn 50.35 lbs) compared to that (52-53 ibs cutting outturn) of CDJKL
RCN. The details of the formalities to be completed were not made available to
Audit. As the Company did not extend the validity of the MoU to subsequent years
Audit could not compare the price and assess the loss.

The Company stated that the MoU was signed between GoK and Tanzanian
and there was no further instruction from the Government in this regard. The reply
was not acceptable as the MoU was signed by GoK for procurement of RCN by the
Company and CAPEX and hence further action was to be initiated by the
Company for procurement of the same in order to avoid traders.

Failure to import through State Trading Corporation of India Limited

The Company entered {17th April 2009) into a five year's agreement with
State Trading Corporation of India Limited (S§TC) for import nuts, whereby STC
would either directly import RCN for the Company or facilitate financing for the
import of RCN through the traders selected by the Company. In consideration for
this, the Company has to pay to STC a maximum of 2.5 per cent of the value of
imports including payment towards interest on Usance Letter of Credif’ (LC).

7 Cashew workers Apex Industrial Co-operative Saciety.
8  ($925- § 900x1974.843 MT (being the actual supply)» ¥ 49.82 (being the exchange rate at which
the payment was given)

.9 Ttisakind of LC in which paymen: is not ade immediately but only after an agreed period as
accepted by the buyer and seller.
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Audit found that out of 37 purchase orders issued for African RCN,
the Company utilised the firancing facility of STC in eight orders and did not avail
the option for direct procurement through STC and instead placed orders with
wraders. Out of the 85,245 MT of African RCN procured from JMJ through HSS
‘mode, Audit verified the available Bill of Entry and Foreign Bill Transaction
Advice (FBTA) for 7836MT (nine per cert) and found that JMJ used wpto two
intermediaries to procure from the foreign supplier. Each level of intermediary
hiked the price and the total price hike was about three to 54 per cent over and
above the original cost. Audit worked out the extra charges paid vis a vis the STC
charges of 1 to 2.5 per cent of the import price. The avoidable extra expenditure
worked out to ¥ 8.77 crore (Annexure 18). The extra expenditure on the balance
77409 MT could not be assessed, as the related documents were not produced to
Audit.

The Company stated that agreement with STC was for the utilisation of
STC's LC facilities by the company for consideration of trade maigin and payment
of related expenses like LC opening and cetiring charges. It was further stated that
it was not mandatory to purchase through STC. The reply did not address the issue
as to why the Company could not have purchased RCN through STC and thereby

avoid extra expenditure,
Lack of purchase planning

As the price of RCN in the international market is subject to high fluctuation,
the Company should have devised a strategy to ensure procurement of quality RCN
at most favourable prices considering the recommendations of EC. Audit analysed
15 major purchase orders (nine GB and six CDJKL) which constituted about
55 per cent of the total procurement of African RCN during the period. It was
noticed that the Company failed to avail the seasonal price advantage as 13 out of

the 15 orders were piaced when the prices were higher.
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As per the data® of import of RCN to India, the price irend and the number of
orders issued during 2008-2013 are detailed below:

Table 4.5: Price trend and the number of orders issued during 2008-2013

Country . o . . o :
of origin Increasing trend in import price | Decreasing trend in import price
Period No.of Orders Period No. of Orders
issued issued
JMI | Others JMI Others
CDJKL November- | 5 1 March-May 0 0
February
GB July-November 7 0 May-June 0 2
Total 12 1 0 i 2

Andit observed that the Company placed five orders for CDIKL origin RCN
during the high price period and the delivery was to be completed before the end of
February" with a view to get new crop of the season. JMJ, however supplied the
RCN during the low price period. Thus in four out of the above five orders, JMJ
supplied 13 to 100 per cent of ordered guantity during March to May when the
price was very low. Audit compared the actual purchase price with the import rate
prevailed during the month of supply and found that the trader obtained undue
financial advantage to the extent of ¥ 8.30 crore (Annexure 20). Absence of

_sufficient provision in the purchase agreement for recovery of penalty for belated
supply enabled the supplier to delay the delivery and take advantage of the price
fluctuations and the Company could not initiate any penal action.

Similarly, the company placed (July to November) seven orders on JMJ for
GB origin RCN and procured it when the prices were high. Audit observed that the
prices were lower during May and June. Failure of the Company to place order
when prices were advantageous resulted in avoidable extra expenditure of
X 19.91 crore (Annexure 21).

10 Comptlied Cashew Expert promatien council for the five years from 2008-09 to 2012-2013.
il  Except in one case where delivery was given up to 31st March.
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The Company stated that an assertive policy could not be formuia;ted at times
due to non-availability of timely working capital. The reply was not acceptable as
one of the terms of the agreement with STC was that they would facilitate
financing for import of RCN and therefore the facility should have been utilised by
the Company.

4.1.3.5 Deficiencies in Tendering

During the period covered in audit the Company had issued 22 tenders'?, The
Company started e-tendering with effect from 15th September 2012 and
three e-tenders were invited. The following deficiencies were noticed in tendering:

Inadequate publicity

As per the stipulation in Store Purchase Manual as well as the
recommendations of EC, in the case of purchase through import, the requirement
should be published nationally/globally and intimation had to be given directly to
the international suppliers of the commodity with a view to generate maximum
competition. In contravention to the above, the Company published the tender
notices only in local dailies as well as in Kerala Edition of one to three English
dailies. Thus, the tenders got only limited publicity and local bidders alone
participated in the tender.

The company replied that it was not in a position {o foltow the Store Purchase
Manual of the Government in total but the same was being followed as far as
practical. It was further stated that as the purchase had become a routine process
and parties were well aware of the development/possibility of a new tender, which
they would come to know before publishing. Company started e-tendering since
September 2012, The reply was not acceptable as it being a Government owned
Company, Store Purchase Manual should have been scrupulously followed.
Awareness among local parties on routine tender invitations was not a valid reason
for not inviting tenders nationally/globally with wide publicity,

12 Out of 24 tenders issued in total two tenders were cancelled due to participation by nonefone
bidder.
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Issue of tender documents without specifications and award of contract
without cost benefit analysis '

In order io ensure transparency in procurement and ta get RCN with reguired
specification it is essential to mention clearly in the tender document the required
quantity, origin and quality of the raw nuts along with other terms and conditions
of procurement, The company, however, did not mention these details and the
bidders quoted for different quantity of different origin with different rates. Thus,
the bidders in the 22 cases mentioned above, quoted different origins of RCN that
varied widely in the outturn, mode of delivery and quantity offered. Hence, there
was ne uniformity in the offers received rendering them incomparable cost, quality,
outturn wise and BoD while finalising the tenders was left with no option other
than to select one among the available offers. The BoD, however, should have
considered the financial interest of the Company by analysing various factors like

cost, outturn, etc.

Audit noticed that the Company did not conduct any cost benefit analysis
before awarding the contract (22 Angust 2011} for high priced RCN of GB origin
by rejecting the offer of low priced IVC origin obtained in same tender. Audit
further noticed that prior to August 2011 the company obtained a maximum
additional outturn of 2.80 kg. on processing each bag of GB origin RCN over that
of IVC origin. In the present procurement (August 2011) also the average of
outturn from GB origin was 2.8% kg. higher than IVC origin. Though the outturn
was higher the price of GB origin ($ 1790 per MT} was also very high compared to
IVC origin ($1290 to $1325 per MT) and the company had not compared the
procurement cost of IVC origin and additional cost to be incurred for justifying the
procurement of GB origin as the selling price of processed cashew nuts was same.
Thus, the purchase of 4000 MT of GB origin RCN by rejecting the offer of IVC
origin RCN resulted in a loss of T 4.57 crore due to extra expenditure for the GB
origin over IVC origin after adjusting the additional gain obtained from additional
outturn.

3742017,
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The company stated that:

* While making purchase decision, the primary objective was giving
maximum employment rather than profitability;

* the GB origin could fetch an additional output of 3.01 kg. EWN per bag
over the IVC origin and

* IVC origin was generally inferior quality so its processing cost was very
high.

The reply of the Company that primary objective was to give maximum
employment rather than making profit was not acceptable as COPU recommended
not to procure RCN which result into negative contribution. Further, Audit noticed
that the additional purchase cost incurred for the procurement of GB origin was
over and above the earnings obtained from the sale of the additional output of three
kilogram of EWN. The Company's plea as to inferior quality of IVC origin was
also factually incorrect as the procurement of IVC origin was highest (37 percent)
during the peried covered in audit,

4.1.3.6 Defictencies in contract terms and conditions

On scrutiny of the terms and conditions of the agreements entered into with
the suppliers, Audit noticed absence of the following standard terms and conditions
to safeguard the financial interest of the company which resulted in extra
expenditure and losses,

Table 4.6: Deficiencies in contract terms and conditions

Deficiency |i. Absence of penalty clause for belated supply

Effect | i |In 25 out of 56 orders 12 to 90 per cent of the quantity was
delivered after the delivery schedule. All suppliers were benefited
due to this deficiency.

ii | The operations of the Company were suspended for three months
(November 2012 to January 2013) due to the non-supply of
4000 MT by JMJ within the delivery period (30 August 2012)

iii | All additional cost for belated supply by JMJ had to be borne by
the Company. '

Impact | i |Liquidated damages could not be recovered in spite of delay of
one to five months,
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The fixed cost for three months was not recovered.

—_—

i

1ii | Company incurred ¥ 1.05" crore on account of exchange rate
hike '

Reply
and
further
remarks

Company replied that terms of the contract had adequate provision to
recaver the loss, sustained by the company due to violation of any of
the condition subject to force majeure clause. The reply was not
tenable as Audit found that there was no specific provision for the
action to be taken in event of belated supply. Further, during the
review period the company had not recovered any damages from any
party for the belated supply. Hence in majority of the cases the
suppliers were getting the undue advantage of low international prices
during the months of belated supply.

Deficiency

ii. Absence of Risk purchase clause

Effect

The suppliers did not supply the entire ordered quantity. So the
Company had to procure the undelivered quantity at higher rate from
subsequent tenders (30 June 2008 and 5 November 2011)

Impact

Company could not recover the extra expenditure of ¥ 2.35" crore
incurred for the procurement of B000MT in the subsequent tenders
due to the failure of Unicorp International and Olam International.

Reply and
further
remarks

It was replied that adequate penalty clauses were incorporated in the
agreement to protect the interest of the Company. It was also stated
that even though Unicorp Intemmational had executed preliminary
contract with the company after remittance of EMD, they had not
executed the tripartite contract, so in legal sense Unicorp International
could not be held responsible for keeping out from the contract. The
reply indicates failure of the Company to execute a legally binding
contract incorporating risk purchase clause with the suppliers on
awarding the contract. Further, in the case of Olam International
though formal agreement was executed the company did not initiate
action for risk purchase despite termination of contract due to supply

of inferior quality RCN,
e = o e mimm s B BN - —J

13 The actual delivery of 3840 MT against ordered (24-11-11) quantity of 10000 MT CDJKL RCN
was delivered afrer the agreed delivery date (28-2-12) and the company settled the bills of belated

delivery a

t higher exchange rate @ ¥ 51.69 for 1668 MT and ¥ 52.03 for 2172 MT) against the

exchange rate of ¥ 49.14 prevailing on 28-2-2012.

14 Ordered (April 2008) sate of 3000 MT RCN to Unicorp International was only ¥44/kg. but the rate

in the sub:

sequent tender was T 48.88/kg. Similarly the ordered (August 2011} rate of 5000 MT

RCN to Clam International was $ 1290/MT hut the rate in the subsequent tender was $ 1585/MT,
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Deficiency

lii. Absence of bench marks for actual output

Effect

The actval outturn obtained after processing RCN varied widely
irrespective of the cutting outturn. Out of 47 purchases through all
traders, actual outturn above 88 percent (deducting 12 percent processing
loss} of the cutting outturn was obtained only in four cases.

Impact

Loss due to shortfall in actual output below 88 percent worked out to
T 22.97% crore.

Reply and
further
remarks

It was replied that the 88 per cent of cutling outturn was not at all
acceptabie and the normal range of the shortage would be 8 [bs to 10
Ibs (20 per cent loss) from cutting out twn. The reply was not
acceptable as in many instances the Company got the optimum
outturn of 88 per cent. Further, in the tender/agreement, the company
did not stipulate any benchmark for actual out turn.

Deficiency

iv. Non stipulation of the source of exchange rate for making payment

Effect

The suppliers claimed payment applying the exchange rate obtained
from their Banker which was higher than RBI reference rate. Further,

|the exchange rate adopted by the Company for making payment to

the supplier and the actual rate at which the suppliers made payment
to the international seller varied widely.

Impact

The undue favour to the suppliers on account of this worked out 1o
¥ 0.20 crore compared to the RBI reference rate in three contracts'
with JMJ test checked by Audit.

Reply and
further
remarks

1t was replied that the RB1 reference rate was only an average rate of
the buying and selling rates of selected banks, hence it was only a
‘reflection of market activity' for general users. The reference rate of
RBI widely vary with the exchange rate of banks so it was incorrect
and unfair to use the RBI reference as benchmark. However, the
Company had not stated the accepted exchange rate of any particular
bank in the agreement for effecting the payment.

Deficiency

v. Right for increasing or decreasing the ordered quantity

15 The shortage in the final outtum in respect of 41 purchases were calcutated and it was multplied
with the average selling price.

16 13 HSS involces from order issued on 164-2012 for IVC, six inveices from orders issued on
23-8-2011(GB&IVC).
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Effect

' The right to increase or decrea;e the ordered quantity shouid vest
.with the buyer. But in the contracts awarded by the Company the
'right(10 per cent of ordered quantity) was vested with the suppliers.

The suppliers did not supply 10 per cent of the ordered quantity when
there was increasing trend in prices and supplied additional 10 per
cent guantity when the prices were decreasmg '

Impact

In one order (29 September 2010) quantity of 456 MT of RCN short
supplied by JMJ was procured from the same firm at higher rate by
incurring additional expenditure of X 0.52 crore"’.

_R_euﬁly and
further
remarks

It was replied that since inception the right for increasing or
decreasing the ordered guantity by 10 per cent was the exclusive right
of the supplier and at times the clause was beneficial either to the
supplier or to the Company, in case the parties supplied additional
quantities on the request of the Company when the prices were on
rising trend. However, Audit noticed that the suppliers were reluctant
to supply the ordered quantity when the international prices were on
the rising trend and supplied 10 per cent extra when the international
prices were lower. Thus the suppliers were availing the undue
advantage. '

Deficiéncy

w Provision for remedies for breach of contract

Effect

T‘here was no provision for blackhsnng the supplier in case of non
supply/partial supply of the ordered quantity within the supulated
time.

Impact

In one order (August 2012) for supply of 4000 MT of GB origin RCN
at $1235 per MT with scheduled delivery up to 30 September 2012,
JMJ did not commence supply within the delivery period. But the
firm participated in the next tender (December 2012) and got order
for the supply of CDJKL origin at higher rate ($1375).After getting
new order the firm supplied 1849 MT leaving a balance of 1215 MT|
which was procured incurring extra expenditure of X1.64 crore',

Reply and
further
remarks

It was stated that there was no breach of contract which happened
deliberately from the sellers (JMI) point of view. Due fo the
unavailability of Government funds, the Company could not seitle
pending dues amounting to 13 crore to JMJ Traders with respect to

17 {456 MT ($ 1430-% 1175) ¥ 45.42 being the average exchange rate at which the payment was

made.)

18 (4000 MT-1848.99 MT) x (§ 1375-§1235) x ¥ 54.62 being the exchange rate on 17-12-2012.
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RCN delivered against previous orders, hence the supplier could not
supply the ordered quantity. The reply was not acceptable because
Government did not give any fund for the purchase of African origin
RCN. Further, the procurement of RCN through traders was carried
out through supplier credit and buyers advance hence financial crunch
could have been avoided through existing fund management
mechanism. Since JMJ was a regular supplier, average amount
payable in every month to JMJ was 10 crore and such dues were
existing while JMJ entered into a contract to supply 4000MT of GB
origin also, so the non-delivery of agreed quantity citing the reason
of old dues were against the spirit of the contract. Giving another
order while earlier order was pending for delivery was not a sound
business practice.

The legal section of the Company, which was responsible for finalising the
standard terms and condijtions of the agreement, failed to incorporate conditions
protecting the financial interests of the Company resulting in loss/extra
expenditure.

4.1.3.7 Irregularities in award of contract
Post tender negotiations and its impact

As a best practice, post tender negotiations are to be avoided. The COPU as
well as EC directed to stop the practice of negotiation with all bidders and if
required negotiation was to be held only with the lowest bidder. The BoD of the
Company, however, negotiated with all the bidders after opening tenders. During
negotiations, the bidders are given another chance to amend their quoted price,
offered quantity, quality(outturn and count), mode of delivery, etc., defeating the
very objective of tendering procedure. Based on the negotiations the BoD selected
the bidder, decided the price and quantity for which orders were to be issued and
authorised the MD to place orders.

On scrutiny of the negotiation proceedings of the Company, Audit noticed
that the tendered rate of JMJ in seven tenders" were not lowest but in subsequent
negotiation JMJ got orders by agreeing to supply the RCN at rates lower than the
rates quoted by the then lowest bidder. In one instance (27 December 2012), JMJ
quoted rates to be on par with the rate quoted by the lowest bidder and the BoD
19 Tender negotiation held on 1-11-2008, 12-5-2010, 13-7-2010, 6-11-2010, 7-1-2011, 22-11-2011 &

27-12-2012.
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awarded the contract to JMJ ignoring the other lowest bidder. It was seen in audit
that in two tenders® during negotiations JMJ reduced the quoted rates together
with the guaranteed outturn by one Ibs. The Company failed to assess the impact of
this reduction in the outturn which amounted to T1.58 crore® resulting in extension
of uncue benefit to the supplier and loss to the Company.

Company replied that the recommendations of COPU and EC were adopted
and it had started e-procurement since September 20i2. However, the fact
remained that the recommendations of COPU (July 2003) were ignored by the
Company due to which it suffered loss of X 1.58 crore. There was gross violation
of integrity of the contract procedure.

Executing HSS agreement hefore finalising the tender:

As per the prevailing practice the tender finalisation and award of contract is
done by the BoD at its meeting. During the meeting, the BoD negotiates with
bidders on the rate and selects a bidder. After obtaining the contract, the successful
bidder executes a General Purchase Agreement (GPA) with the Company. In HSS
type of purchases, when the ship reaches the High Seas, subsidiary agreements
called HSS agreements for each consignment showing the details of Bill of Lading,
quantity, etc., in addition to GPA are entered into with the supplier to enable
clearing of the consignment at port.

It was noticed in audit that in the tender invited on 20 July 2011, the
Company executed three HSS agreements with JMJ on 20th'August 2011 for the
delivery of 716.98 MT RCN of the GB origin and 191 MT of IVC origin through
tender finalisation and award of contract by the BoD was made on 22nd August
2011 and the successful bidder (JMJ) had executed the GPA on 23rd August 2011,
Thus, the Company agreed to purchase the tendered quantity from JMJ at the
quoted rate before finalisation of tender by the Board.

20 Tender negotiation held on 12-5-2010 and 7-1-2011.

21 1 LBS could generate the output of 0.88 LBS from each bag hence the total shortage from
processing 171643 (104079+ §7564) bags was 151045 LBS which is equivalent to 68513 kg
(151045/2,2048) so the total monetary, impact was 68513 kg x T 230 (being the average selling

price per kg EWN and EBN 2 1,57,57,990.
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The company stated that the date (20th August 2011) mentioned in the HSS
agreement was a typographical error. The reply was not acceptable as the
computerised invoice was also generated by JMJ on 20th August 2011.

Delayed and untimely procurement of IVC origin RCN

The harvest season for IVC origin RCN was March to July and as per data
available ‘with the Company, quality (outturn) of the RCN procured during this
season was best. Though the BoD was aware of this, it decided to procure 10,000 MT
of IVC origin RCN and placed orders (October 2009) on JMJ for local supply of
the same. The firm supplied 10,394 MT up to January 2010, Audit noticed that as
against the average outturn of 19.02 kg per 80 kg bag obtained from IVC origin
RCN ordered during the harvest season, the outturn obtained from the RCN
supplied by JMJ was only 17.87 kg and the consequent loss worked out to
¥ 3.63% crore.

The Company admitted that season of IVC origin RCN was March to July
and the yield of the IVC origin RCN was less in comparison to other origing
because of “puzhukuthu” (infestation). It was further stated that as it was off
seasonal purchases, its guaranteed outturn was only 46 lbs and the actual outturn
obtained in grading was 39.40 Ibs which was within limit,

The reply was not acceptable. To assure better quality and better price,
procurement should have been planned in -season.

4.1.3.8. Payment of ineligible clearing and forwarding charges

In the case of H3S purchase, clearing of imported RCN at port was done in
the name of the Company and hence the agreement provided for reimbursement of
the clearing and forwarding (C&F)charges incurred by the supplier, But in the case
of local procurement of already imported nuts, reimbursement of C&F charges
does not arise. Audit, however, noticed that the Company reimbursed ¥ 0.55 crore
to JMJ towards clearing charges for 3,269 MT of GB Origin RCN purchased
{August 2011} locally.

22 Under recovery from each bag was 1.15 Kg. (19.02-17.87) hence the tota! under recovery from
processing 137429 bags was 158043 kg (137429 bags x 1.15 kg) and the loss was
158043 kg. X ¥ 230 (being the average selling price per KG of EWN and EBN) =% 36349971,
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Company admitted that no C&F charges were payable for local purchase and
further stated that the first agreement (1000MT) was HSS at the rate of
US$ 1790 per MT and the second agreement (3000MT) was for local supply at the
same rate, As the cargo had already arrived on port, the JMJ could not supply on

HSS basis and the Company directed JMJ to supply at the same rate of HSS

agreement without additional burden to the Company which necessitated payment

of C&F charges. The reply was not acceptable as there was additional burden due

to reimbursement of ineligible C&F charges of ¥ 0.55 crore which was an undue

favour to the supplier.

4,1.3.9 Impact of the deficiencies in the procurement of cashew nuts

Audit estimated total avoidable loss due to above mentioned deficiencies, as

per the information provided by the Company as X 93.93 crore as detailed below:

Table 4.7; Total of loss and additional expenditure

No Detals of the lapses R‘g’;‘g‘m) ref’:;zance
hl Loss due to purchase of inferior quality Kerala 17.89 4133
origin RCN
2 | Failure to import through STC 877 4,134
3 |Lack of purchase Planning 28.21 4.1.34
4 | Deficiencies in tendering 4.57 4135
5 | Deficiencies in contract terms and conditions 28.73 4.1.3.6
6 |Iregularities in é;ard of contract 3.21 4.1.3.7
7 {Payment of ineligible clearing and fomar&ing' 0.55 4.1.3.8.
charges
Tetal of loss and additional expenditure - 93,93

4.1.3.10 Inadequate follow up action on inquiry reports

Based on the complaints received, the Vigilance Departinent, Finance
Department and Public Sector Restructuring and Internal Audit Board (RIAB)

37472017,
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conducted inquiries and the recommended actions were not initiated by the
Government as detailed below:

Table 4.8: Findings/Recommendations in inquiries and Action Taken

report.

Name of
the Date Findings/Recommendations Action Taken
Authority
Finance |4May 11 |A detailed inquiry by a competent| No further
Department 1o authority was proposed for unearthing all| action was
7 may 11 |jrregularities of purchases taken
The administrative department should
conduct a detailed inquiry for accepting
the incomplete bid of JMJ on tender
opered on 6th January 2011 and giving. .
orders to JMI. ;
RIAB | July 2012 | Pointed out undue favours extended to)No action was |
IMJ traders taken on the|
—|report. Board’
JMJ had purchased poor quality item of Directors
from international trader and supplied it| ... an|
to Company as superior grade. advertisernent
| Recommended to conduct a detailed|iP newspapers
‘enquiry after removing the present MD refuting  the
i from his position to ensure availability of findings in the
all records to investigating agency. report.
Vigilance | November { Made a quick verification and found|No action was
and 2012 iwasting of public money and!taken on the|
Anti- i recommended the Industries Department recommendati |
; corruption © 0 take action on the gquick verification il
Bureau

The company stated that GoK had not initiated any action because it was of
the opinion that there was no need to do so. Reply of the Government was awaited
(February 2014).
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4.1.3.11 Violation of the COPU and EC recommendations

The COPU as well as the Expert Committee (EC) recommended the
Company to streamline the procurement ensuring fransparency and ecoenomy. The
Company, hawever, instead of complying with the recommendations continued the

prevailing system of procurement, after obtaining permission from GoK. A gist of

recommendations and its violations noticed are given below:

Table 4.9: Recommendations of COPU/EC and violations

st . : | Para
No. - Recommendations of CoPU/EC Violations | Reference
1 Preparation of purchase strategy|Not prepared. Options for; 4.1.3.4
and procurement policy direct procurement
scuttied.
2 | Procurement at best possible price | Procured when prices were| 4.1.3.4
high _
3 Adequate publicity of tenders Inadequate pubiicity 1 4135
4 | Preparation of vendor list Not prepared ! 43111;1 1
5 |Negotiation with LT bidder only : Negotiated with all bidders] 4.1.3.7
‘especially in the first tender
.opened (31st July 2012)
after COPU specifically
banned negotiation with all
bidders on 30th June 2012.
6 |Conduct cost benefit analysis|Purchases were done| 4.1.35
before each purchase decision without doing cost-benefit
analysis
7 | To ensure that outturn in cutting | No attempt was made to fix| 4.1.3.6
test should be reflected in final |benchmark for final output
output to compare the actual
output with the outturn in
cutting test.

The Company stated that the recommendations of CoPU and EC were being

complied with by the implementation of e-procurement. As there were
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no regular participants in bid, preparation of the vendor list was not successful,
Since September 2012, after the implementation of e-procurement, only LI is being
considered for negotiation, that too on case to case bases and as situation warrants.
The reply is not sufficient as the Company is yet to implement major
recommendations relating to the purchase procedure and working results. The
Company has not initiated any steps to have a policy to increase direct
procurement and to check windfall gain to intermediaries or to plan seasonal
procurement. No framework has been established to do proper cost benefit
analysis, to give adequate publicity, to prepare vender list, 1o have a proper internal
control and internal audit frame work to check undue favour and unethical
practices. Penalty for delay, risk purchase clauses are not being inserted in
contracts and agreements with foreign countries to enable direct purchase are
gathering dust giving opportunities to private traders for breach of contract and for
undue benefits. In utter disregard to all vigilance, finance and audit findings, no
action of inquiry has been initiated or responsibility fixed on findings pointing out
gross irregularities leading to pecuniary gain of crores of rupees to private traders
in the procurement of raw cashew nut and loss to the exchequer.

Thus, the Company continued to procure nuts in an adhoc and arbitrary
manner violating all the directions of the COPU as well as EC, It failed miserably
in ensuring transparency, fairness and competitiveness in the procurement of RCN.

The matter was reported to Government in October 2013, their reply was
awaited (January 2014).

[The audit paragraph 4.1 contained in the Report of the Comptroller and
Auditor General of India for the year ended 31 March 2013]

1. The Committee enquired why the Audit Committee was not constituted in
accordance with S292A of the Companies Act, 1956. The witness informed that as
the decisions on all matters relating to the Company had been taken by the Board
of Directors the Audit Committee was not constituted at that ime. The Committee
poinied out that by not forming the Audit Committee, the Campany violated the
direction of the Government which resulted in weak corporate governance. It is
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also observed that the procurement cost and low sale realisation resulted in low
sales margin which was insufficient to meet the cost of production. The witness
admitted the observation and replied that the Corporation incurred 48 paise loss for
every 1 rupee spent for production.

2. The Committee was aggrieved to note that the Company sold the Cashew
Kernels in a non transparent manaer by not inviting teaders and the Company did
not take any step to consult an expert agency with regard to the sales and
marketing policy as per the recommendations of 42nd Report of COPU on July
2003. By observing the reply furnished, the Committee remarked that if the
Company fixed the selling price of the Kernals according to the International
Market, then why did the Company invite tenders for sale.

3. The Committee enquired why the Corporation violated the guidelines of
Central Vigilance Commission, that there should be no post iender negotiations
with L1 except in certain exceptional situations, by negotiating with all bidders
participated in tender process. The witness replied that the main problem faced by
* the corporation was the minimum participation and that if L1 alone were included,
it would have resulted in cartel formation, and therefore the Board decided to
partlmpate all bidders. Meanwhile the Commiitee stated that the main reason for
minimum tenders was the lack of proper advertisement. The witness denied it and
disclosed that the minimum number of tenders was because of the poor financial
situation of the Corporation,

4. When the Committee asked the reasons for the loss of the company, the
witness replied that huge loss had occurred due to high employee cost and
unbalanced cost of production and sales. The Committee was much displeased on
the reply and remarked that public sector undertaking like KSCDC alone incur loss
day by day while other private companies doing same business get huge profits
even though they had given all the allowances to its labourers. Moreover the
Committee notes that the Company was procuring raw cashew nuts at higher rates
than the average all India rates. The Committee expressed its suspicion whether
the officials of the Corporation had any nexus with the JMJ traders since the
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Company was depending only on JMJ Traders in the case of raw nut requirements.
Then the witness replied that the Company selected the supplier who had quoted
lowest rates than the rates quoted by other bidders. Criticising the purchasing -
policy followed by the Company, the Committee pointed out that the Government
should review the permission already granted to the Company for conducting
negotiations with all bidders to amend their rates after knowing the rates quoted by
ather bidders.

5. It was striking to note that out of ¥ 80 crore provided for direct
procurement, the Company utilised only ¥ 0.35 crore for the procurement of
Kerala origin RCN. The balance amount and ¥ 39.30 crore out of ¥ 57,62 crore
granted for the modernisation and renovation was diverted to the procurement of
raw cashew nut through local traders without the approval of Government instead
of surrendering the balance. The Committee pointed out that the Company utilised
the grants for improving the business of private traders and not for its own

improvement.

6. The Committee noted with displeasure that the Company did nothing to
extend validity of Memorandum of Understanding (MOU) signed between
Government of Kerala and United Republic of Tanzania. Even though the
Tanzanian origin raw cashew nut was available at a negotiated price of ¥ 900 per
MT and the Company entered into an agreement with United Republic of Tanzania,
and procured 200 MT and MoZ origin raw cashew nut (RCN) as per the decision
of the Board of Directors. The Committee enquired why the Company did not take
any action to extend the validity of MoU with United Republic of Tanzania. The
witness replied that the Company had ro role to take up the MoU. The Committee
did not accept the reply and remarked that instead of implementing and renewing
the MoU, the company purchased low quality Mozambique origin RCN at higher
rate than Tanzanian origin RCN.

7. The Committee enquired why the Company continued the procurement
through local traders despite knowing that Kerala RCN supplied by local traders
was of poor quality and opined that if the Company procured good quality RCN
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divectly from farmers, instead of procuring it from Tanzania and Mozambique,
the Company could have utilised the grants allotted for the procurement of Kerala
origin RCN more profitably and the grants were supposed to be allotted only for
the procurement of Kerala origin RCN,

8. When the Committee pointed out the audit observation that the Company
always procured through intermediaries instead of procuring it through S§TC even
though the company had already entered into an agreement with STC. The witness
replied that since STC requested to increase their margin of profits from 0.5% to
1.5%, the Board of Directors decided to cancei the purchase agreement with STC.

9. The Committee further observes that the Company had no plan to procure
nuts at season when the margin is dim. The witness informed that the Company
procured RCIN at season onty. Since, the funds were not released in time, they
could not prepare procurement planning. He also added that funds were allotted by
the Government only after the season except in March 2012 and it adversely
affected the day to day administration, When the Committee enquired about the
details of allocation of funds by the Government, the witness replied that %30 crore
was allotted as grant by the Government. When the Committee enquired about the
diversification of fund, the witness remained silent. The Commitiee asserted that

. the Company neither surrendered the unutilised grant nor utilised the same for
procurement in the next season. Joint Secretary Finance Department informed that
by diverting the fund allotted for the procurement of nuts, the Company submitted
false utilisation certificate and hence, the funds allotted for the procurement of nuts
were utilised'by the Company for shed maintenance and construction of toilets.
The Finance Department gave the first instaiment of the allotted grant for the
procurement of RCN only in previous year.

10. When the Committee enquired about the other sources of income,
the witness replied that sale of cashew nuts was the other source of income than
grants. At this juncture, the Committee asked how the Company utilized the
arnount obtained from the sale of cashew nuis, The witness did not give any reply.
The Committee was dissatisfied to note that there was no standard terms and
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conditions in the agreement between the Company and the Suppliers who failed to
protect the financial interest of the Company. The Committee enquired why the
Company did not incorporate adequate saféigk/penalty clause in the agreement for
recovering penalty for belated supply of RCN, and was not satisfied with the reply
of the witness for merely blaming the non releasing of funds. The Committee
remarked that by not incorporating the penal clause, the Corporation was really
helping the suppliers.

11. Absence of Risk Purchase clause forced the company to procure the
undelivered quantity at higher rate from subsequent tenders and no provision was
incorporated for black listing the suppliers in case of non supply or partial supply
of the ordered quantity within the stipulated time. The Committee was also
surprised to note that the Company could vest the right to increase or decrease the
ordered quantity with the supplier instead of vesting it with the Company to protect
the financial interest of the Company and commented that even though best quality
cashew nuts were available in the Kerala State itself, the Company procured low
quality Cashew nuts from other countries,

Conclusions/Recommendations

12. it is found that the Company has violated the direction of the Government
by failing to constitute an Audit Committee in time. It is observed that the delay in
constituting the Audit Committee has resulted in several lapses in corporate
governance due to neglect of certain crucial controls. It is surfaced that the
Company has blatantly disregarded the Central Vigilance Commission (CVC)
guidelines with regard to tender negotiations and has failed miserably in complying
with a fair, transparent and competent tender process. The Committee, therefore,
recommends that the Company should uphold the CVC guidelines and the Expert
Committee directions at all stages of tender process.

13. The Company has been inexplicably relying on local traders for the
procurement of Raw Cashew Nuts (RCN) avoiding the direct purchase from
domestic farmers. It is also seen that the Company has ignored the
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recommendations of the Committee on Public Undertakings (COPU)} and the
Expert Committee (EC) appointed by the Govermment 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 middiemen. It is also advised that the Company
should thoroughly adhere to the recommendations of the COPU and the EC in the
efforts to procure RCN.

14. It is seen that the Company has diverted the grants released by the
Government for the procurement of Kerala Origin RCN directly from farmers
and for the modernisation of Cashew factories and has thus, defeated the very
purpose of the provision of funds. This diversion is ratified by producing fake
Utilisation Certificates. In view of this situation, the Committee wamns that the
Company should udlise the grants only for the purpose for which it was
sanctioned. The Committee also urges that the practice of submitting fake
utilisation certificates should be discontinued forthwith.

15. The Committee has observed the Company's wilful transgression of the
Memeorandum of Understanding (MoU) with Tanzania and refusal to utilise the
financial facility and the import of RCN through State Trading Corporation of
India Ltd. (STC). Instead, the Company focused heavily on local traders
accompanied with intermediaries aimed at profiteering. In view of these factors,
the Commitree advises that, in no circumstance, the Company should deviate
- from proceeding with any agreement/contracts made in good faith for the
betterment of the Company.

16. The Committee further noted that the Company had been following an .
irrational practice in the procurement of RCN from international market due to
the lack of purchase planning. The Committee, therefore, recommends that the
Company should frame a far sighted purchase plan so that the Company can
proceed with international procurements in accordance with market fluctuations.

37472017,
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17. The Committee finds that the quality tests of the RCN are being dene by
a panel appointed by the Company ignoring institutions like the Central Export
Prometion Council etc. The Committee views this as an unhealthy practice which
will eventually turn detrimental to the Compahy. Therefore, it is suggested that the
quality tests of the RCN should be done in institutions having proper credentials
and expertise in the field. It is seen that the terms and conditions in the Supply
Contract have a lot of deficiencies. There are so many occasions in which breach of
contract was conspiceous. In this scenario, the Committee wants that the supply

contracts of the Company should be renegotiated by rectifying all deficiencies and
irregularities,

C. DIVAKARAN
Thiruvananthapuram, Chairman,

9th March 2017. Committee on Public Undertakings.
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APPENDIX |

Summary of Main Conclusion/Recommendations

SL

No.

Para
No,

Department
Concerned

Conclusions/Recommendations

2

3

4

12

Industries
Department

It is found that the Company has violated the
direction of the Government by failing to
constitute an Audit Committee in time. It is
abserved that the delay in constituting the
Aundit Committee has resulted in several
lapses in corporate governance due to
neglect of certain crucial controls. It is
surfaced that the Company has blatantly
disregarded  the  Central  Vigilance
Commission (CVC) guidelines with regard
to tender negotiations and has failed
miserably in complying with a fair,
transparent and competent tender process.
The Committee, therefore, recommends that
the Company should uphold the CVC
guidelines and the Expert Committee
directions at all stages of tender process.

13

Industries
Department

The Company has been inexplicably relying
on local traders for the procurement of Raw
Cashew Nuts (RCN) avoiding the direct
purchase from domestic farmers. It is also
seen that the Company has ignored the
recommendations of theCommittee on Public
Undertakings (COPU) and the Expert
Committee (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. I is also advised that the
Company shonld thoroughly adhere to the
recommendations of the COPU and the EC
in the efforts to procure RCN,
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3

4

14

Industries
Deparmment

It is seen that the Company has diverted the
grants released by the Government for the
procurement of Kerala Origin RCN directly from
farmers and for the modernisation of Cashew
factories and has thus, defeated the very purpose
of the provision of funds. This diversion is
ratified by producing fake  Utlisation
Certificates, In view of this sitation, the
Committee wams that the Company should
utilise the grants only for the purpose for which it
was sanctioned. The Commitiee also wrges that
the practice of submitting fake utilisation
certificates should be discontinued forthwith.

15

Industries
Department

The Committee has observed the Company's
willful transgression of the Memorandum of
Understanding (MoU) with Tanzania and refusal
to utilise the financial facility and the import of
RCN through State Trading Corporation of India
Ltd. (STC). Instead, the Company focused

| heavily or local traders accompanied with

intermediaries aimed at profiteering. In view of
these factors, the Committee advises that, in no
circumstance, the Company should deviate from
proceeding with any agreement/contracts made in
good faith for the betterment of the Company.

16

Industries
Department

The Committee further noted that the Company
had been following an irrational practice in the
procurement of RCN from international market
due to the lack of purchase planning. The
Committee, therefore, recommends that the
Company should frame a far sighted purchase
plan so that the Company can proceed with
international procurements in accordance with
market flactuations.
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2 3 4
17 Industries | The Committee finds that the quality tests of the
Department | RCN are being done by a panel appointed by the

Company ignoring institutions like the Central
Export Promotion Council etc. The Committee
views this as an unhealthy practice which will
eventually turn detrimental to the Company.
Therefore, it is suggested that the quality tests of
the RCN should be done in institutions having
proper credentials and expertise in the field. It is
seen that the terms and conditions in the Supply
Contract have a lot of deficiencies. There are so
many occasions in which breach of contract was
conspicuous. In this scenario, the Committee
wants that the supply contracts of the Company
should be renegotiated by rectifying all
deficiencies and irrepularities.
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APPENDIX 1T

NOTES FURNISHED BY GOVERNMENT ON THE AUDIT PARAGRAPHS

hShl:;‘ P;?augdriatph Reply Furnished by Government
1 2 3
1 4.1.4  Intreduction

There has been considerable enhancement in working days
of the Corporation during the years 2005-2006 to
2011-2012, when compared to that of previous years. The
Corporation provided 282 days work during 2010-2011,
which is an achievement in the history of the Corporation.
A statement showing the number of working days of the
Corporation since inception is enclosed,

Summarised Financial Results

The procurement price of Raw Nuts and selling price of
kernels are governed by International price which the
Corporation cannot alleviate. In the cost of production a
major component is Labour cost. The wage of Labourers
is decided in the Cashew Industrial Relations Committee
meetings for the Cashew Sector as a whole and is not
decided for the Kerala State Cashew Development
Corporation alone, Therefore the high rate of labour cost
cannot be absorbed in the sales revenue, Hence high cost
of procurement is not the only reason for loss.
Functioning of the Board of Directors

In Cashew Development Corporation the decisions on
Purchase, Sales and employee related issues is taken by the
entire Board of Directors. Hence the Board has not
constituted an Audit Committee. The measure of Internal
| Control System envisaged for the Audit Committee is
%1ooked after by the Board.
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| Operational Inefficiencies

' raw materials and Kernels are determined by International

 Private Processors are not giving all statutory benefits to:

| this, negotiation is made with all bidders and order is
 placed with the lowest negotiated tenderer. Realising this

‘keeping in mind the general interest of the organization.

In a traditional industry like Cashew, the major investment
is in the recurring cost, such as raw material cost and
labour cost as rightly peinted out by Audit. The price of

Market and wages of Labourers are decided by Cashew
LR.C. for the sector as a whole. As the majority of the
workers are below the poverty line Cashew Development
Corporation is acting as a model employer, carrying out
processing activittes by giving all statutory benefits
including Minimum Wages etc; whereas majority of the

workers.

Procurement of Raw Cashew Nuts, Dilution of Tender
Process

In the Raw Nut tenders, the tenderers may join together
and in such situations post tender negotiation with L1 will
not be advantageous to the Corporation. In order to avert

Governmeni have issued orders vide G.O. (Ms.} No.
74/96/10 dated 26-3-1996 “Giving Freedom with
Responsibility” to the Board for purchase of Raw Nuts

(Copy Enclosed).
High rate of procurement

Directorate of Cashew and Cocoa Development is not in
Cashew processing. The rate published by them is based
on statistics collected by them; which may not reflect the
actual price of Raw Nuts. The price shown by them is not:
on the basis of outturn guaranteed in each purchasefimpurtJ
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It is true that a single supplier had supplied majority of
Raw Nuts required for the period from 2008-2009 to
2011-2012. The tenders are open and the Corporation
purchased from the lowest quoted party M/s JMJ Traders,
who have the capacity to give the Raw Nuts on credit also,
Taking in to consideration the above facts the Corporation
awarded the contract of supply to the party.

Low rate of Sales realization

The conventional method of sale of Cashew Kernels is
followed in Cashew Industry. Cashew Developinent
Corporation is following this system for the past 43 Years. |
The selling price of Kernels is decided by International
Market which varies day by day and intra day also. Offer is
; made by the Buyers every day and is finalized then and
 there by negotiation if needed. The offer is made to M.D.!
who is the authorised person and the finatization of:
Contract is made, between M.D. and the Party and in-turn
it is reported to the Board. As in the case of other
commodities 2 sale by inviting quotation cannot be made
applicable here in the case of Kernels.

The majer consumers of Cashew kernels are Foreign
Countries and the Kerels purchased by them are
converted as value added items as per their recipe. Cashew
Development Corporation has entered the field of value
added products and has introduced CDC branded products
in the market. Any newly introduced product will take time
to capture the Market. Therefore the observation that the|
company marketed only 3% under its brand name may be!
taken in the above perspective, :

As in the case of Raw Nut Price published by Directorate
of Cashew and Cocoa Development, the Kernel price.
is also published by them by collecting data from various :
processors, The published price varies from actual price|

of Kemels.
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Insufficient Value Addition-impact of high procurement cost

and low sales value. _ !
This is a big problem in Cashew Industry. There is no’
parity between Price of Raw Nuts and Kernel Price. Both
are decided in international market. The Private processors
are making profit by exploiting labourers. Hence their cost
of production is comparatively low. The publication of the!
Directorate of Cashew & Cocoa Development do not show
the real purchase price and sale price. It is an average of
Statistics collected by them. In Cashew Development
Corporation the Purchase is made by the Board of
Directors and sales done as per norms approved by Board, !

Regarding the system of streamlining the systemm of
procurement of Raw Nuts it may be noted that raw nuts are
being purchased by Cashew Development Corporation at
competitive price in the respective season of each raw nut
producing country in order to get it at lowest price,
Measures will be taken by the Corporation to reduce the
cost of production in the areas where ever it can be done.

Government Assistance

Regarding the equity position of the Corporation
amounting to ¥ 200.64 Crore as on 31-3-2007, it may be
kindly be taken note of the fact that the loans and
advances given to the Corporation for various purposes|
were converted as equity and the equity level was raised to!
¥200.64 Crore as on 31-3-2006 and this has been counting
on 31-3-2007 also. The loans and advances converted as
equity includes the amount given to the Corporation by
Government for implementation of Government Policies
such as take over of 36 Cashew factories from Private
owners and also for Raw Nuts procured under monopoly
'pracurement at exorbitant price, which the private
| processors were reluctant to take.

37472017,
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I These have also contributed for the acenmutated loss of the5
Corporaticn.

Reckoning the whole amount of T 176.4 Crore against
sales vis-a-vis salary and wages for the period from
2006-2007 to 2010-2011 may be re-examined in light of
the purpose for which the amount was sanctioned by
Gevernment.,




Anwnexure 18

Statement showing the Joss on account of under recovery of exportable grade kernel from the RON of Kerala origin supplied
by local parties in The Kerala State Cashew Development Corporation Limited

{Referred to in paragraph 4.1.3.3)

-
Excess recovery !
. Under recovery [ .
Aversge EWN obtained Avers Average EBN obtsined | In processing Avera
. :“'I hq’l (;'::S: from processing each :‘;: ;m@ BEPEC | woriilone | O processing each 3 RCN sopplied  § ge per | Total
bagof RON(UKG) | | o K KG | .. bag RCN (in KG) by traders(in | KG | additlomal
. aders (fn XG) seling to KG) selling | guindueto | Netlon
Year —- : ander price | excess &4
RO | RN {Ren RN e | e | :;;'““" RCN RCN red | From | From ol Tecavery
supp directly | directty | P ach | EWN directy | BORRES L encn | alt EBN | (D)
tomdory | PORred | procarcd treth | Beg : R procared | THEL | Bag | bag | O
. F= ' M=Lx
LA B c D E DE |G=FxB| H {1=HxG J X L=KJ | B o | P=03B| Q=1-F
J22-13] 466795 | 45385 14.59 11.56 R 141433 3E3 S4R 18287 4.86 3.61 875 35010 258 932481 45845804
2001-12] 35007 a0 15.24 . 1184 3.4 18924 419 TEIG2972 4.53 5.27 0.74 407105 238 587833 63675139
|2009-10 652558 | 2374 16.27 12.76 350 | 220047 | 3261 | S97B1216 4.14 5.15 Lol | 65908 | 152 | 10018024 | 48763192
200805 38017.5 M 16,36 14.57 1.79 GR051 264 179635330 4.2 4.8% 0.63 23951 141 1317095 14583455
- Tetal Loss : 178872591 .
In 2010-1 Kerala origin RCN was not procured theough private perties —l
Lepends ; BTN - Raw Cashew Nuts, EWN- Exportable grade Whole Nuts, EBN- Exportable grade Broken Nuts, Bag- each bag of 30Kg RCM
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Annexure 19

Statement showing the total profit earned by the intermediaries and consequent avoidable extra expenditnre to

The Kerala State Cashew Developrment Corporation Limited

{Referred to in paragraph 4.1.3.4}
Furchase T Name of the Bl ol bading Total Inveice value of B Exchange | Acmal The valee FPrefti percentap | The profit | Excens 1
agreement Na. supptier Ne dellvered RON at which the | rate per purchasc price | paid by the esrned by | v of profic | charred by | expenditare
quantity indermediary USPA) | ofthe company fo the kocnl earncd by | STChor | dueto
(in MT) sopplicr parchased; ntermwedlary the swppiler supplier intermedi | dlveet procurcmen:
it roem wpplier {T) [£4] (143 ary tmpert (It | throwgh Loca
internationsl 225°% 4 | sappliers ()
wrndena {8} schaal
valbue} (T}
COCACOM/EN | M) Traders 554764803 239003 34,001,238 4937 1978905R 21100006 1310945 7 494726 16221
SSACHSANI- —— — —
& zil;zs'r'l. ]I 12 554764884 1% 3397463 49.43 19646596 21036977 L1903 81 T 491165 899218
554754900 236075 §3.95.076 49,47 19528607 20821805 125-919'8 T A88215 AIngRl
SSIERAIZ0 155978 S225,567 027 11339353 13035436 Z6361H3 2] T A
CDOICOMAIRNM | T Teaders OSLO05615 112066 £1,32,197 4928 344208 MW 579034 9 163606 4I63_28
SHCUDA0IL 12 DRLS052 1z307 $1,34.296 a0 GIBIR4T 7113032 331168 B tasdn 65639
IV origin i 23- ) :
811 O9LIISESE 16.30% $19.489 49.01 54116 1030861 TH6R5 B 23854 52831
. [ 0SLIs61E 187685 2o a9} | 107Es 11930080 554200 7 214355 679505
TILO0S614 135,756 $T31.2010 ws 451305 TTII0 1535620 ) 161395 1364375
] —
i 0515610 1L $1,15,745 49175 3691760 42701 135004( 4 143294 1208547
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BYLONS§20 159206 $2,4334 49175 11031624 12602410 STIRG L 271511 BOMIS

. GSL.D0ALT 99,550 3135238 027 £296720 €733 200617 3 151405 | 43139

DOLO0561 1 96,164 $1,17.401 w7 ST6RTLS £108911 TG 5 Ta4z1% 156572

L5539 96.126 5,18 4931 52585 6126775 TS8a190 s 113565 1470625

OL005537 %126 $91,661 a3 4520790 052201 1331411 4 113020 1418391

091505623 D509 31,1708 B 17 75598 $248978 153995 ] 143900 A6

TDUCOMARNAL | TWJ Tradees | - 110000308 105 847 L4351 Ta 7379652 £514438 1198786 | 1% 54491 95025
H5AC308-2011-11

{CDIKL erigin 11600G305 107.24 $1.45,1584 514 T462_458 $62E10L 1165543 16 16561 FIMI5L

: ’:;‘:;’)":;?1_ 110000310 106,545 g7y i TS 570586 36000 B 185863 50228

: 1 TI0000311 To7.495 T1.45,083 514 7457266 2647005 Ti84739 ie P77 1003307

i 130000312 105577 $1L,43,49 L4 7375592 §524895 1149303 16 164330 6014

[ 110000294 106.052 $143,533 514 FITI506 3530028 [153332 1% 154440 TOERIL

i 110000295 ] 106122 $1,4329% 314 365517 3536550 T171082 [0 184138 Fea

110000296 10578 $142,903 514 30074 P 1168975 16 153502 Tasa

110000257 105824 $1.43371 14 TI69269 BS125%8 14339 16 150232 ¥5o0aT

110000298 103417 31,4285 14 7318589 3479545 1161259 6 182565 97600

120000092 104,875 S5, 961 5162 T T M T 1353660 1§ (637 1176088

120000053 104,805 134867 .68 7178016 5579149 a1y 0 175450 1221682

120000094 04566 T1,98,047 5169 TI52154 F540668 1355474 19 178555 1178019
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TIO00003F | 104.398 HEERH 549 TI39867 BSZI000 | vaIRian % GiReT | TmEie
12000003 | 10500 51,9526 5169 724 857370 | rasaeg 19 180307 | 1164043
O0ROST | 1BEATS 30,38.429 sted TE53i5 Ba6lisr | 1aosT s TS | 1025867
TIOO00000E | 104922 §1,3902 5189 186059 B545i15 | 1359306 9 851 | 119655
T2000009 10431 +1,99,006 5169 TIs5207 BABAI6 | 1259048 T8 179630 | 11184ie
120000100 0539 110,907 G TR BOEm | 128672 e 150794 | 1085831
_ T20000101 0303 S92 5169 o157 2456713 FIVE s 7Tes | 11155
‘ 120000103 14586 §1,58.576 5189 1163017 8453552 1290535 11 179075 11E14a0
! 1200001 46 103.483 11,3161 5203 6E12115 §458143 1639023 24 170478 1468550
1200001 60 la’]‘.ﬁS] $1,31,749 52.03 HEI8ERE B32TTAS THAESLS 25 by ) 1519194
120000161 i6e925 #3175 5205 £835095 B33 | 1e60Ti gn T3 | 148931
120000163 | 104883 28 BH N BaGH0T2 | 1556682 g (EE3 T M T
TH00D1E3 | 103373 L0848 2 £R07513 RaGoas0 | 163057 0 o8 | 148235
TH000Ed | 163,383 51,30,908 RE T T T716223 P Tz | 1545651
| 0000185 (03513 $1,31,107 52.03 5821724 B403338 1387112 23 170531 tanses
1200001 66 103s 131608 52.03 GRATSER B3| 5585 1 665003 24 171190 1496813
120000167 | 103,728 131,366 P 6834995 T I TSTST gn o875 | 14970
: 120000166 | te3.7ez 8131415 2, FRTI500 Tas03%6 | 161289 En TR Laarase
“TOCAOMRNILS] IMITagers | CHZSZIE | 10047 BaRse 5539 4705300 THass | TN T TTa08 | #9%ka
ATATVC- 113 1V
origin dt 1745712 52660 9207 13473 5631 137546 5204544 | 1032908 » 100439 | 1029970

9y



-
COCCOMARNE | IO Traders | MWTUTIS000H]
SECHEM 17 44 107441 136266 5472 5646 10643737 1187261 £ 186412 JOAORSH
CHIKL dt 28-1-13
MWTUT1I0000
45 69.966 9540 s5.07 4510981 5294061 363080 7 Perall 239806
COC/COMRIVA | 1MJ Traders -
CASII0-13 8 O9TRAXG 391.862 303430 54.79 16624930 25564773 §939843 54 415623 8524220
e TR12
OTTRBX0 301 362 08421 54.79 16953177 25582353 RE2DIT6 il 4134929 3205347
OFTREX0 391862 0M38 5479 16624020 22928015 533985 £ 415623 588362
CDUCOMISEIC | IMI Traders | OOHOUGTSS | 1E8.418
a1 (2000
MT MOZ @ COHOOO05 | 205 602
I0L5) & 1274110 [GOROOoWT | 18R4T
OOHOOO3 | 33.817
QOROODMS | 208,795 50000 456 6024000 45578472 1wssamzl 29 00600 9653871
Totsl svaldsble exirs expenditare

BTTIA2ED
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Annexure 20

Statement showing the undue benefit to sappliers due to detay in sapply of Tanzanian RCN sfter delivery period in
The Kerala State Cashew Development Corporation Limited

(Referred to in paragraph 4.1,3.4)
Year Name | Date of Oty | Ordere | Last date Total Total Belated | Percentape { Actual Average [Exira
of the | the P.O order | drate | for the quanbty quantity | Sopply | ofbelated | Rate for | import  |Expenditure
Supplief «dip | per MT { completion | supplied supplied sopply to | purchase | rateper ()
MT UST) | of the {KG) during supplied | total | per KG KG
smpply =5 the during | supply L] during
per agreed March . March te
apreement delivery | to May) May (T}
peciod in KG
(XG)
2012-13 | JMY | 28-Jan-13 | 5000 | 31,374 | 28-Feb-13 S406C10 0 5406010 100 75.21 71.00 22759302
20831-12 | IMJ |24-Now-11 10000 } 31,585 | 20.Feb-12 | 10988248 | 7148373 | 3839875 3495 82.60 68..00 52606288
2010-11 4 JIMJ | 07-Jan-11 | 9000 | §1,760 | 31-Mar-11 8323292 | V280422 [ 1042870 12.53 79.92 7627 3306475
H09-10 | IMT b 12-Jan-10 § 2000 | 51,180 | 28-Feb-10 2144711 | 1558658 | 586053 27.33 34.45 48.00 3780042 -
Total undue advantage 82052147

8y
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Annexure 21

Statement showing the avoidable expenditure incurred due to the untimely procurement of Guinea Bissan Origin Raw Cashew
Nuts in The Kerala State Cashew Development Corporation Limited

(Referred to in paragroph 4.1.3.4)

[Vear tlame of | Agreement | Last date | Fotal Total Ordere | Total |Actual Average limport Total Extra
e Date stipulated |ovdered | supplied | d vate | amount rate paid | rate per KG Expenditure
kapplier for quantity | quantity | per MT | paid iper KG ()1 during the months | (T)
completion [in MT | in MT 5 from March to
of deltvery Tupe (T}
2012-13 | IMT T-Aug-12 30-5ep-12 4000 | 1848967 $1.235 | 1250189713 67.62 6439 5972163
4] 23-Aug-11 3)-Sep-11 3000 | 3265.434 82250 2797749487 8225 68,73 44200748
2Q11-12 | IO 23-Aug-31 30-Bep-11 1000 | i0E7.338 51,790 | 9TIROBLATL 89.33 - 6873 22409483
I 19-Sep-10 12-Nov-10 500 455.709 1,40 19559146 64.96 . 4547 $881 766
™) TTgMNov-10 | 30-Nov-10 1500 | 1486298 | 70000 | 1082441107 70.00 547 36458850
U 30-Sep-10 31-Oct-10 000 | 1994711 64500 | 133R36677.4 64,50 4547 3195%f
2010-11 | M2 14-Jul-10 30-Sep-10 000 1 4508.010 $1,173 243190044 55406 | 45.47 4331516
Toial Extra Expenditare 199116219

7




©

Kerala Legislature Secretariat
2017 '

KERALA NIYAMASABHA PRINTING PRESS.



