ICAI-ARF Update

Integrated Accounting System Project For
Tamil Nadu Civil Supplies Corporation
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ICAI Accounting Research Foundation (ICAI ARF) has been proactively taking up projects
of State as well as national importance with the objective of improving upon the accounting
systems and benchmark the same with the best. Among a series of related achievements, the
ICAI ARF recently completed an Integrated Accounting System Project for Tamil Nadu Civil
Supplies Corporation (TNCSC). The main objective of the TNCSC project was to develop a set of
recommendations for TNCSC to restructure their existing accounting system. Placed below is a

briefreport on the same. Read omn...

About TNCSC

The prime objective of Tamil Nadu Civil Supplies
Corporation (“TNCSC’) is procurement, storage and
distribution of rice, sugar, wheat, dal, palmolein oil
and kerosene for supply to the family card holders
under public distribution system / special public
distribution system. TNCSC implements the welfare
schemes announced by the State Government from
time to time.

ICAI Accounting Research Foundation recently
completed an Integrated Accounting System Project
for TNCSC.

TNCSC has 33 regions, one in each revenue district

Contributed by ICAI-ARF. Comments can be sent to arf@icai.in
or eboard@icai.in

and two in Chennai city, headed by Senior Regional
Managers / Regional Managers in the cadre of District
Revenue Officer / Deputy Collector / Manager rank
officers.

TNCSC has Direct purchase centres as per
requirements, 21 modern rice mills, 284 Godown
with storage capacity of 12.28 Lakh MT, 1455 fair
price shops (full-time shops — 1178 and part-time
shops — 277), 72 Amma Amudham Departmental
Stores in 30 Districts, 22 Amudham Departmental
Stores in Chennai and Cuddalore, 3 Petrol / Diesel
Bunks, 36 Kerosene bunks, 5 LPG distribution points,
14 farm fresh vegetable shops.

About The Project

The objective of the integrated accounting system
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project for TNCSC was to develop a set of C. Accounting Process Assessment

re§ommendatlops for TNCSC to restructure the TNCSC’sannual accountsare prepared by Regions

existing accounting system: and are consolidated at the Head office. Each

(a) To produce the financial statements meeting all Region prepares the annual statements in 3 Parts
the commercial accounting requirements. viz Balance Sheet, Profit and Loss statements,

(b) Generate data to assess the profitability of Sched}lle§ a“fi annexures containing various
different businesses and operations of TNCSC quantitative 1nform’at1on aFld reconciliation
(consolidated and at regional level). statements. TNCSCS financial statements are

o not prepared in accordance to generally accepted

(© To sgpport ‘ex1st1ng TNCSC  management accounting practices. This can be substantiated
reporting requirements. by the qualifications in the Auditor’s reports.

Project Approach D. Identify Gaps

ICAI ARF adopted the below approach to execute the A snapshot of the current state of the accounting

scope of work: systems and processes prevalent in TNCSC :

(a) Perform a current state assessment to understand *  Separated accounting and inventory records
and map all the existing processes of TNCSC e TFrasmented proerams and manual resisters
by interacting with all the stakeholders and & Prog &
undertaking site visits. ® No system driven consolidation paths

(b) Identify key gaps and propose a process with ® No cost centrgs,)ob/progess cost ledgers or
effective operation and financial controls. Present batch production accounting systems
to management a process design document to ® Overhead absorption rates are based on
enable TNCSC to select a suitable ERP to develop historical costs rather than standards
a comprehensive I'T managed business process. ¢ No production or Material Resource

Activities Performed Planning (‘MRP’) systems

The following section presents the key activities ® No contract costing or accounts

undertaken during the project viz identify and ®  Assetvaluation process and integrity unclear.

meet the key stakeholders, visit and study at select Asset valuation tenets unknown

TNCSC lf)cations, accounting procgss asge;smgnt, E. Process Design

identification of gaps and recommending mitigations ) ) ) )

and preparation of process design document. The integrated accounting architecture being

] . proposed to TNCSC would lead to a more

A. Meeting with Stakeholders ind dent and f d h. eliminati
independent and focused approach, eliminating
ICAI ARF conducted meetings with all the systemic and operational inefficiencies. The
Heads of the Departments at the TNCSC Head design architecture will facilitate integrated
office, Regional offices (wherever visits were accounting through introduction of business
undertaken) to understand the current processes operating segment within TNCSC without
being followed and the practical constraints if any disturbing the present regional structure.
faced by the officials in performing their day-to- ICAI ARF has identified cost and profit
day operations. The meetings also enabled ICAI centres within TNCSC for accountability of
ARF to identify and factor the MIS reporting business operating segments to facilitate and
requirements of the various departments. enhance the data available for management
B. Site Visits decision making.
ICAI ARF conducted multiple site visits before —
the submission of the draft report. During The integrated accounting architecture being
the current state assessment stage, ICAL ARF  proposed to TNGSC would lead to amore independent
conducted extensive site visits to Head Office, and focused approach, eliminating systemic and
Regional = Offices, Direct Purchase Centres, gperational inefficiencies. The design architecture will
Godowns, Modern Rice Mills, Hulling agents,  fagilitate integrated accounting through introduction
CRS shops, ADS, AADS, Petrol Bunks, LPG  of husiness operating segment within TNCSC without
agency, Kerosene Bunks, Farm Fresh Vegetable disturbing the present regional structure.
Shop and Spares Stores. I
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The proposed architecture will facilitate
preparation of profitability statements for each
region and each identified business operating
segment thereby equipping management to
take critical decisions on the strategic direction
of TNCSC based on Holistic Management
Information System.

The proposed integrated accounting system will
enable TNCSC to:

® Execute transactions in a common process

® DPerform the basic accounting functions of
debits and credits

® Manage non-financial data (e.g. Purchase /
Work orders, assets, invoices)

® Produce monthly and annual accounts on an
accrual basis

® Compare actual and Year to date results to a
proper budget

® Assist in the management of the financial
affairs of the organisation

® Measure performance and present standard
and tailored financial reports

The proposed integrated accounting system will
enable TNCSC to execute transactions in a common
process, perform the hasic accounting functions of
dehits and credits, and manage non-financial data

(e.g. Purchase / Work orders, assets, invoices), among
other henefits

—IE

® @Generate exceptions report package to
monitor and control process exceptions

® Generate results in varying dimensions
(regions, business segments) and timeframes

® Generate charts and illustrate

Performance Indicators

Key

® Dresent financial information in formats
that meet the expectations of government
and their agencies, management and the
auditors. m
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Non-Receipt of The Chartered Accountant Journal

This is for the information of Members/subscribers who fail to receive The Chartered Accountant
journal despatched to them either due to un-intimated change of address or postal problems.

Members and Students are requested to inform the respective regions immediately after you change
the address to ensure regular and timely delivery of journals to you as the mailing list is drawn from ICAI's
centralised database updated till 15th of every month. Subscribers are requested to mail their changed

address to eb@icai.in.

Members can also update their address online in the ‘Members’ section placed on the top bar of
ICAI website. The required link in the e-Services section is titled Members: Update Your Residential and
professional address (http://appforms.icai.org/memberAddressUpdate/). Fill the Membership No and
Date of Birth to open the Form. Fill the Form to update your changed address.

After updating the address online, the member is also required to download the updated Form and
submit the same at their respective regions with their signature. Please note that once updated in the
respective regional head offices’ records, the new address gets automatically updated in the centralised
data base of the Institute, from where the journal mailing list is prepared.

While updating the address members can opt for their ‘Residential Address’ to receive the copy of the
journal by clicking the option “Do you want to get your journal on Residential Address” at the bottom of
the Form. Thereafter you will get your copy of the Journal at your residential address.

Any queries or clarifications in this regards can also be sought by email at journal@icai.in (for
members) and eb@icai.in (for students and subscribers) or contact at 0120-3045921. For dynamic
and monitored online complainant resolution, readers are encouraged to login to "e-sahaayataa"at

https://www.icai.org/help.
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