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1. Background 
Khadi and village industry (KVI) subsector contributes significantly to the non-farm sector in India. At 

present, there are over 2000 Khadi Institutions (KIs) in India. The Khadi Reform Development 

Programme (KRDP) iniatied by Ministry of Micro Small and Medium Enterprises (MoMSME) with 

support from Asian Development Bank (ADB) envisages to strengthen the sector through sectoral 

reforms.  

Among various other interventions under KRDP, implementation of Integrated Financial Management 

System (IFMS) is one of the important initiative. KVIC is a wide spread organisation with 6 Zonal 

office, 7 Divisional offices and 30 state offices working with more than 2000 Khadi institutions across 

the country. As part of the second tranche condition, an IT road map was developed for KVIC and KI 

eco-systetm. Based on the IT road map, it was decided to implement an Integrated Financial 

Management System in KVIC. 

The key objectives of IFMS implementation are: 

 Integrating the systems and processes across various offices and departments 

 Efficiency in planning, budgeting, procurement, expenditure management and reporting 

 Improved financial controls 

 Providing real-time financial information to KVIC management for supporting in decision making 

 Monitoring fund disbursement and utlization under various schemes 

 Elimination of manual processes like reconciliation of financial statements 

 Adoption of standard accounting policies and transactional procedures across different offices 

under KVIC 

 Ensuring compliance to Government of India (GoI) and statutory requirements 

 

IFMS, is designed as a centralised web based system for easy access by users spread across 

different locations and having a common system architecture. Below mentioned functional areas are 

covered under the project. 

 Budgeting 

 Financial Controls 

 Pay Order/Voucher processing and payments 

 Receipts processing & interest calculation 

 Bank Reconciliation 

 Cash Management 

 Asset Management & Accounting 

 Loan and Advances Accounting 

 General Ledger 

 Tracking of utilization certificates for cash outflow 

 Integration with existing systems such as eOffice, Direct Benefit Transfer (DBT) and PMEGP 

eTracking 

 Business Intelligence / Management Dashboard 
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2. Project Stages 
 

IFMS is  envisaged to be an industry standard off-the-self application so that best practices available 

in the product as well as adoption of a product which is widely used and well tested will be 

appropriate. Based on this premise, KVIC initiated and carried out all necessary activities. 

The IFMS project was structured as per the stages provided in the pictorial diagram below: 

 

These stages are elaborated in the subsequent sections. 

1. Stage 1: KVIC with assistance from TA team, prepared detailed scope of work expected from the 

Implementation Partner (IP). Similarly, functional requirement specifications were discussed and 

finalized for forming the part of the Request for Proposal (RfP). After the RfP was issued, pre-bid 

conference for providing clarifications to the bidders, pre-qualification, technical and financial 

evaluation was carried out. Further, during this time, KVIC created multiple teams such as bid 

committees, project steering committee, and functional core team apart from the IT team to 

monitor and assist in the project. 

 

2. Stage 2: Through the tendering process, ERP product, IP and infrastructure service provider was 

selected. 

 

3. Stage 3: Subsequent to the contract award process, IP carried out the implementation activities 

like preparation, process study, configuration, testing and data migration. KVIC ensured that all 

stakeholders are continuously involved in the entire life cycle of the project through regular review 

meetings, participation in workshops and training activities. 

 

4. Stage 4: In the final stage, KVIC, carried out go-live assessment through scenarios testing and 

review of readiness. Subsequently, required activities for go-live and transition to the new system 

was initiated. 

 

The above phases are elaborated in subsequent sections. 
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3. Procurement Process 
 

For the selection of the Implementation Partner (IP), KVIC initiated the procurement process in June 

2016. Request for Proposal (RfP) was prepared along with detailed Functional requirement 

Specifications (FRS). After an iterative process of interacting with potential bidders and solution 

providers, in October 2016, final clarifications and corrigendum was issued. In November 2016, bids 

were received from following firms - Wipro, ATOS and KPIT. 

 

3.1. Evaluation Process 
Open and transparent bidding process was followed with Single Stage Two Envelop procedure. 

Further, Quality and Cost Basis (QCBS) method was adopted for the procurement with 70% 

weightage for technical capabilities. The evaluation process involved the following: 

 

1. Pre-Qualification evaluation: Bidders eligibility for participation was evaluated based on key 

parameters such as (a) Financial capabilities, (b) implementation experience of the 

Implementation Partner (IP) and (c) quality certifications (CMMI Level). 

2. Technical Evaluation: Technical evaluation was carried out based on parameters defined in the 

Bid document. These parameters evaluated the bidders on (a) IP implementation experience, (b) 

ERP solution experience, (c) compliance to FRS, (d) Approach & Methodology for implementation 

and (e) Resource profile. In addition, bidders were asked for detailed presentation on their 

solution as well as implementation methodology to the bid evaluation committee. 

3. Financial Evaluation: All three bidders were technically qualified and their financial quote was 

evaluated. Further, bidders were ranked based on the final score derived through the QCBS 

formula. 

 

3.2. Selection of Implementation Partner and Software Product 
Based on the final evaluation results, ATOS was selected as the IP and SAP as  the ERP product. 

Purchase Order was issued to ATOS in February 2017. Initially, the implementation (Go-Live) was 

planned to be completed with 12 months. But, due to project priorities, ATOS was requested to 

mobilize additional resources and complete the Go-Live at the Corporate Office within 8 months. 

Apart from implementation and roll-out, five years of Annual Maintenance Contract (AMC) support is 

included in the scope. Also, 400 transactional licenses were procured to be allocated among all key 

users of KVIC. 

Briefly, the scope of work of IP included the following: 

 As-is business process study 

 Business Blueprinting (to-be process in line with SAP solution) 

 System configuration 

 Solution Testing 

 User training 

 Project go-live 

 Post go-live support 
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4. Quality Assurance 

IFMS is a transformational project involving all key financial policy, procedures and transactional 

aspects. Implementation of such a project required planned and structured approach to ensure that it 

is implemented within time and as per requirements. Multiple steps were taken by KVIC to ensure 

that system is implemented as per acceptable standard and methodology. 

Few important aspects of quality assurance initiatives taken through-out the implementation lifecycle 

is described below. Key steps taken in this regard are given below: 

 Creation of Project Steering Committee (PSC) involving respective functional directors and 

chaired by either CEO or FA. 

 Periodic PSC meetings were conducted to review the project progress, removal key bottlenecks 

and make strategic decisions 

 Project Core Team was established involving functional experts from KVIC to be part of the core 

implementation team 

 Continuous discussions were held with the Core Team for finalization of processes, training and 

testing aspects 

 Any policy level changes were deliberated thoroughly by core team and appropriate decisions 

were taken by management team. 

 Weekly progress reports were submitted by the IP along with plan for subsequent week. This 

helped in monitoring project progress in line with the agreed project plan. Further, priority was 

given to activities which got delayed to complete the same within time.  
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5. Implementation Process 

As SAP modules are being implemented, IP is following the Accelerated SAP (ASAP) implementation 

methodology recommended by the OEM. IFMS will be web based and having a centralized database 

architecture. SAP has 

modules through which data 

flow and integration will 

happen seamlessly. IFMS 

will be hosted on cloud 

based Data Centre which 

will make it accessible to all 

users irrespective of their 

location. 

Further, external systems 

like PMEGP, PFMS 

andeOffice will be 

integrated with IFMS. 

 

 

 

5.1. Implementation Methodology 
As SAP was selected as the ERP product, IP followed the recommended ASAP methodology for 

IFMS implementation. 
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As per the methodology and the contractual requirements, the IP was expected to carry out relevant 

activities and provide deliverables corresponding to the phase. In subsequent sub-sections, phase 

wise activities carried out are explained. 

5.2. Project Preparation (PP) Phase 
During this phase, the IP prepared detailed project plan, training & change management strategy, 

prepared brief note on SAP terminology for familiarization by KVIC team and provided overview 

training. Key Activities carried out during the PP phase are described below: 

1. KVIC Team Formation: As preparatory activities, KVIC formed different teams such as Project 

Steering Committee (PSC), Functional Core Team and State Office representatives. PSC was 

responsible for providing overall guidance to the project teams and taking strategic decisions. 

During the implementation process, four steering committee meetings were carried out to review 

the project. Core team provided support to IP in day to day project activities such as as-is & to-be 

study, providing functional inputs, participation in training, testing and data collection activities. 

Detailed list of members are provided in the Annexure 1. 

 

2. Project Planning: It is important to plan various milestones and activities to be carried out during 

the life-cycle of the project. IP prepared the detailed project plan and same was discussed with 

KVIC team for finalization. Plan overview is provided in the Annexure 2. 

 

3. SAP Familiarization: As the SAP product and implementation process was new to KVIC team, it 

was important to explain various terminology and implementation process to them. As part of 

awareness creation, IP prepared detailed glossary of SAP terminologies such enterprise 

structure, profit centre, controlling area, fund Centre and storage areas. Further, an SAP 

functional overview training was also conducted to elaborate on the various standard 

functionalities available in the system which helped the team in subsequent phases. Annexure 3 

contains the details. 

5.3. Business Blueprint (BBP) Phase 
In BBP phase, business requirements are finalized so that in subsequent phase solution can be 

configured. In this phase, detailed as-is study was carried out by the IP to understand the existing 

business processes. Based on the as-is understanding, detailed business blueprint was prepared for 

each process through an iterative process. The indicative overall architecture of the solution is given 

below. 
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Key activities carried out during this phase is elaborated below: 

1. As-is Study: IP team carried out detailed study of existing processes, transactions, guidelines 
covering payables, receivables, general ledger, costing, fixed assets, budgeting, funds & grants 
management across corporate offices, bhavans, trading units and CSPs. The IP team visited the 
following offices for as-is study: 

a. Corporate Office, Mumbai 
b. State Office and Bhavan, New Delhi 
c. Chandigarh State Office 
d. CSP, Sehore (MP) 

 
2. To-be process: After the detailed assessment of current processes and challenges, IP prepared 

the Busines Blueprint (BBP) document elaborating business process requirement, transactions, 
integrations requirements and reporting requirements.  
 
A Detailed Business Process Master List (BPML) was prepared to ensure that all the processes 
are captured and traceability is available for monitoring across the project cycle. Further, BBP 
preparation involved having (a) one-to-one discussions with fuctional heads, (b) group 
discussions with core team and (c) mulitple workshops. BBP was prepared for the following 
processes: 
 

a. General Ledger 
b. Business Planning 
c. Accounts Payable and Accounts Receivable 
d. Material Management 
e. Treasury Management 
f. Cash & Bank Management 
g. Funds Management 
h. Business Intelligence 

During the to-be process finalization process, existing challenges or gaps were also identified. 

Similarly, process level changes adopted due to SAP implementation and for mitigation of 

existing gaps were also documented. Further, to-be processes were identified and linked to 

respective as-is process and/or Functional Requirement Specification (FRS) line items. This was 

to ensure that all requirements identified in the contract, existing process study and discussions 

were captured. 
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Sample content from the BBP 

document is attached in the 

Annexure 6. 

3. Enterprise Structure: Enterprise 
structure is the core of SAP 
implementation. This defines the 
architecture and future 
transactions to be carried out 
from the system. The IP prepared 
the structure and had 
deliberations with KVIC functional 
team and management. Dffiferent 
elements of the enterprise 
structure such as Profit Centre, 
Cost Centre, fund centre, storage 
locations (stores), Chart of 
Accounts (CoA) and Purchase 
organization discussed and 
finalized.. 
 

4. Infrastructure: For IFMS implementation, establishment of centralized hardware infrastructure 
(Data Centre and Disaster Recovery) is an important component. In this regard, detailed 
hardware sizing exercise was carried out after discussions with the IP. Subsequently, KVIC 
evaluated various options for the DC/DR such as internal facility, MeghRaj Cloud services 
(Government of India) and Ministry of Electronics and Information Technology (MeitY) empaneled 
private service providers. After the feasibility study, M/s CtrlS was selected as the infrastructure 
service provider. Simultaneously, IP provided temporary infrastructure for development and 
training activities so that implementation activities can be carried out without impacting the 
timelines. 

5.4. Realization Phase 
After the finalization of Business Blueprint, configuration activities started. During this phase following 

activities were carried out: 

 Infrastructure set-up 

 Base level configuration of the solution based on agreed business blueprint  

 Finalization of reporting requirement 

 Finalization of integration requirement with legacy systems 

 Data collection and migration process 

 Z-Development (ABAP) for specific requirements of KVIC which are not available with the 

standard solution 

 Workshops and finalization of templates for data collection 

 Unit testing of the solution by IP team. 

 

Following critical activities were carried out during this phase: 

 

1. Infrastructure: There will be three different instances (Development, Quality and Production) for 

the IFMS. All development activities will be carried out in the development environment. Post 

development, testing will be done in the Quality environment and after successful testing, solution 

will be migrated to the Production environment for live transactions. Similarly, there will be a 

separate instance for user training purpose. Infrastructure set-up at the cloud data centre is going 
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on. However, project activities are continuing through the temporary infrastructure set-up at the 

KVIC Corporate Office. 

2. Data Migration: Primarily, master and transaction data (open items) are required for the IFMS. In 

this regard, data items were identified, detailed data collection templates were prepared, 

workshops were conducted to create awareness among KIVC officers so that accurate data can 

be prepared, verified and migrated into the system. Further, State/Field office nodal officers were 

trained through Video Conferencing (VC) for their active participation in the data collection 

process.  

Sample data collection template is attached in the Annexure 7 

3. Scenario Testing: As a first step for system quality assurance, IP team carried out unit tests for 

different process through business transaction and scenarios. Test scenarios and screenshots 

are attached in Annexure 8. This activity was required to ensure that system is working as per 

requirements without any gaps or bugs. 

 

5.5. Final Preparation Phase 
This is final phase of the project before IFMS go-live. Critical activities of this phase are: 

 Completion of system configuration including custom developments 

 Data collection and migration into the ERP system including conversion from manual records to 

digital records 

 User Roles & Responsibilities (Authorization Matrix) 

 User testing (testing through business scenarios, recording of observations and resolving issues) 

 User training 

 Documentations 

 Help Desk Set-up 

 

1. Data Collection and Migration: Considering that KVIC maintained many records in manual 

ledgers (e.g., cash book) apart from having heterogeneous policy and systems, data collection, 

verification and migration was very challenging. KVIC identified different teams for data collection. 

Similarly, senior officers were responsible for verification of respective departmental data for 

accuracy.  

For IFMS, closing balances for FY2016-17 will be taken as opening balances and subsequently 

all transactions will be treated as open items. For the go-live preparation at the Corporate Office, 

all relevant data such as Bank Master, Vendor Master, Funds details, Purchase Orders were 

collected and migrated into the system.  

2. Authorization Matrix: As users are required to carry out transactions as per their assigned roles 

and Delegation of Power (DoP), multiple SAP user IDs were created for the Corporate Office 

users for having their respective transaction rights. This activity will evolve over next few weeks 

as users across different locations are identify and roll-out will progress. 

3. User Training and System Acceptance: KVIC users participated in hands-on training provided 

by the IP. Further, the team prepared real-life business scenarios based on actual data and 

business conditions for testing and acceptance of the system. KVIC established training 

environment for this activity. This exercise helped KVIC in capacity development of its officers as 

well as ensured that the system is functioning as per process requirements. Sample photographs 

are attached in the annexure 9. 

4. Help Desk Set-up:  In order to provide support to the users for any clarification, help or raising 

tickets, help desk solution was installed and team of resources assigned for providing help 

support. The purpose was to establish a structure to ensure that end-user have access to experts 
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for providing any functional or technical support, gain confidence and acceptance among users 

and identify gaps and/or bugs which can be resolved by the IP team to make the system robust. 

5. Pre Go-Live review: On 28th October 2017, Project Steering Committee meeting was conducted 

to review the progress and system readiness including preparatory activities to be carried out. 

Review meeting pictures are provided in the Annexure 10. 

  

5.6. Go-Live Phase 
Post final preparedness and go-live readiness assessment, KVIC decided to make the IFMS ready 

and available to Corporate Office users for transactions from 03 November 2017. As part of this 

milestone, following activities were carried out: 

 For prior intimation and change management initiative, pamphlets were prepared for creating 
awareness among Corporate Office employees 

 Business scenario was identified for the initial transaction. All prerequisite activities were 
completed. 

 The initial transaction was carried out by Ms. Usha Suresh, Financial Advisor, KVIC. The 
transaction was successfully completed. 

 Post the go-live event, IFMS was made available for the users for future transactions. 

The snapshot of scenarios carried out during the Go-Live are provided in the Annexure 11. 
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6. Accounting Reforms and other policy interventions 
As a part of implementation of IFMS, KVIC has re-visited the existing accounting policies and 

procedures followed at all its units with the key objective of aligning them to the guidance issued 

under Uniform Format of Accounting for Autonomous Bodies, issued by the Department of 

Expenditure, Ministry of Finance.  

In order to meet the objectives, KVIC had engaged the TA team to conduct in-depth walkthroughs of 

the existing accounting policies and procedures at the KVIC head office and by undertaking field 

visits to various KGBs and CSPs. A diagnostic report with recommendations and a financial manual 

has been prepared. Some of the key observations include unreconciled capital accounts of all the 

funds and units, aged receivables and payables and loan receivables from beneficiaries. Other 

observations included key changes to accounting policy on valuation of inventories, formulation of a 

uniform policy on accounting for depreciation of fixed assets, consolidation of fund accounts, 

provisioning of aged receivables and payables, accounting for unspent cash balances and 

accounting for inventories in the case of KGBs and CSPs. A detailed description of these 

observations has been tabulated below. 

All the recommendations have been discussed by the various stakeholders and policy level decisions 

have been taken on many of them. The management has also taken this opportunity to identify the 

gaps in various accounting procedures with respect to the guidance mentioned in the General 

Financial Rules, 2017. Corrective actions have been planned by the management wherever 

applicable. Having said that there are some areas where finalization of detailed accounting policy 

decisions still going-on. The key observations is provided in more detail in the table below.  

Sr. 
No. 

 
Current practices 

Management action upon 
implementation of IFMS 

 
Applicability 

1 KVIC head office balance sheet is 
prepared on a cash basis whereas 
the balance sheet for trading units 
is prepared on an accrual basis.  
Per the requirement of the 
framework, all transactions shall be 
accounted for under accrual 
method of accounting.  

KVIC shall consistently follow accrual 
basis of accounting at all locations. 

Main fund 
(head office) 

2 At present, state offices and field 
offices are not consolidated with 
the books of accounts of KVIC 
main fund (head office).  
 
Profits generated by trading units 
are included in the reserves of 
KVIC main fund – line by line 
consolidation is not performed.  

The trial balance of the field offices, 
Export Promotion Council (“EPC”) fund, 
Gramodaya Kosh (“GK”) fund, State 
Benefit (“SB”) fund will be consolidated 
with KVIC main fund account at the head 
office.  
 
Financial statements of the trading fund 
account (KG Bhavans and Central Sliver 
Plants (“CSPs”)) will not be consolidated 
with the main fund account.  
 
GPF will continue to be separately 
presented in the annual report.  

Main fund 
(head office) 

3 Disbursements to the field office 
are accounted as an expenditure in 
the KVIC main fund account. Any 
un-spent amount refunded by the 
field office is treated as income. 

Expenditure shall be accounted only 
when the cash is passed on to the 
ultimate beneficiary (Khadi Institution 
(“KI”) or Village Industry unit (“VI”)).  

Main fund 
(head office) 
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Sr. 
No. 

 
Current practices 

Management action upon 
implementation of IFMS 

 
Applicability 

4 The un-spent cash amounts not 
refunded to KVIC head office are 
not recognized in KVIC main fund 
account.  

The unspent cash balance at field offices 
shall form part of the cash and bank 
balance of KVIC main fund as at the 
reporting date.  

Main fund 
(head office) 

5 Interest earned on un-utilised 
grants usually deposited with banks 
as fixed/flexi deposits is accounted 
as an income in the main fund 
account.  

Interest income on unutilized grants 
should not be accounted as income in the 
main fund account but shall be accounted 
as a liability payable to MSME.  

Main fund 
(head office) 

6 Currently interest on the 
Consortium Bank Credit (“CBC”), 
MSME and Interest Subsidy 
Eligibility Certificate (“ISEC”) loans 
are accounted on cash basis.  

All the interests payable on CBC, MSME 
and ISEC loans payable shall be 
accounted using accrual method of 
accounting.  

Main fund 
(head office) 

7 In the annual report, an 
unreconciled amount is shown as 
“reconciliations in the capital fund 
account” between head office and 
trading units. 
 
Sundry debtors and sundry 
creditors of 'Trading Fund account' 
include un-reconciled balances 
amongst trading units. (KG 
Bhavans and CSPs) 

All un-reconciled capital accounts shall 
be reconciled with the main fund 
accounts. Sundry debtor and creditor 
balances within trading units shall also be 
reconciled.   

All units 
including main 
fund. 

8 Currently, KVIC accounts for all its 
employment benefit obligations on 
cash basis.  

KVIC shall account for all long term 
employee benefit including gratuity, 
accumulated leaves, pension and other 
defined benefit plan on an actuarial basis. 
KVIC shall appoint an independent 
actuary to assist with actuarial valuation.   

All units  

9 Amounts advanced/released to 
employees on account of business 
travels, LTA, house loans, other 
advances and pensions are treated 
as an expense in the books of 
accounts in the year in which such 
advances are released. 

Amounts advanced/ released to 
employees on account of LTA, travel, 
house loans etc. shall be treated as 
advances and should be recognised as 
assets in the balance sheet instead of 
income and expense account. 

Main fund 
(head office) 



Policy Interventions 
 

Summary Report: Integrated Financial Management System 14 

 

Sr. 
No. 

 
Current practices 

Management action upon 
implementation of IFMS 

 
Applicability 

10 KVIC maintains fixed assets 
register manually and depreciation 
is not charged on these fixed 
assets. All the fixed assets, 
irrespective of the date of 
purchase, are capitalised on 31 
March of the reporting period.  
 
There is no formal process for 
identifying the costs which are 
directly related to the procurement 
of such assets.  
 
Currently, there is no robust policy 
for physical verification of the fixed 
assets.  
 
Intangible assets (whether 
internally generated or separately 
acquired) are not capitalized/ 
evaluated for captalisation by 
KVIC. 

a) A comprehensive fixed assets register 
shall be maintained under SAP for all the 
funds. 
  
b) KVIC shall carry out an extensive 
physical fixed asset verification across all 
locations at the date of transition. 
Subsequently, fixed asset verification will 
be carried out on an annual basis by the 
E&S department.  
 
c) The fixed assets will be capitalized on 
the date they are available for use i.e. 
generally the date of purchase or in case 
of plant and machinery, the date of 
completed installation.  
 
d) KVIC has prescribed straight line 
method (SLM) for charging depreciation.  
 
e) Upon implementation of IFMS, the cost 
of fixed assets shall be the price actually 
paid by the commission to acquire the 
asset including amount of non-refundable 
freight, duties and taxes applicable, if 
any.  
 
f) With respect to the intangible assets, 
KVIC shall assess the conditions 
mentioned in Accounting Standard 26 
Intangible assets for capitalization of 
intangible assets. On the date of 
transition, KVIC shall recognise intangible 
assets at carrying value (considering 
accumulated amortization till date of 
transition). KVIC shall also establish an 
appropriate amortization policy for the 
identified intangible assets.   

All units  
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Sr. 
No. 

 
Current practices 

Management action upon 
implementation of IFMS 

 
Applicability 

11 a) There is no robust process for 
reconciliation of: 
 
i) Cash balance appearing in KVIC 
main fund accounts with the cash 
and bank balances as per 
Programme Director disbursement 
register; 
 
ii) physical cash balances held and 
cash balances as per the books of 
accounts; and  
 
iii) cash balances as per books of 
accounts and balances as per 
banks statements.  
 
As identified in the annual report, 
KVIC is yet to identify reasons for 
old balances and discrepancies 
and take any corrective measures 
on such unreconciled differences. 

KVIC shall set up: 
i) a reconciliation process between cash 
balance as per Director Accounts (which 
is the cash balance presented in the 
balance sheet) and balance as per 
Programme Directorate. 
 
ii) a reconciliation process across all 
offices of KVIC to reconcile the physical 
cash balance with the cash balances as 
per the books of accounts. Such 
reconciliation shall be performed at least 
twice a year. A certificate shall be issued 
upon physical verification of physical 
cash balance held.   
 
iii) a monthly bank reconciliation process 
at all locations. While performing the 
bank reconciliation as at the transition 
date, a decision should be made whether 
any unreconciled balances should be 
written off.  

All units  

12 As per the new process introduced, 
all remittances relating to the 
implementation of PMEGP scheme 
are done through Corporation Bank 
instead of the field offices of KVIC.  
 
Any amounts remitted to 
Corporation Bank are currently 
charged as an expense in the 
books of accounts of KVIC. 
Further, the amounts held with 
Corporation Bank, but not yet 
disbursed to the beneficiaries are 
currently not being recorded by 
KVIC as cash balance in the 
balance sheet at the reporting date. 
 
An interest at 7% per annum is 
being paid to KVIC by Corporation 
Bank on the unspent balances. 
This interest is accounted on a 
cash basis.  

Expenses shall be booked only when the 
amounts are disbursed to the ultimate 
beneficiary and not to Corporation Bank.  
 
Balances with Corporation Bank shall be 
recorded and presented as cash 
balances of KVIC in the main fund 
account. Interest income shall be 
accounted as liability to MSME in the 
balance sheet of the main fund account.  
 
As per the latest update, there is a 
possibility that all disbursements under 
PMEGP scheme will be directly managed 
by Reserve Bank of India (“RBI”). If this 
new arrangement comes into existence, 
no cash balance and therefore, no 
interest income, will be recognised by 
KVIC. The cash disbursements would be 
directly dealt with by RBI without any 
intervention by KVIC.   

Main fund 
(head office) 

13 All loans and interests recoverable 
from the various institutions (such 
as KVI boards) and individuals are 
accounted on a cash basis.  

Management shall account for interest on 
such loans on an accrual basis.  

Main fund 
(head office)  
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Sr. 
No. 

 
Current practices 

Management action upon 
implementation of IFMS 

 
Applicability 

14 As per the subsidy in lieu of interest 
scheme, the difference between 
the interest receivable from the 
beneficiaries and the interest 
actually received shall be granted 
by the government of India as a 
subsidy to KVIC.  
 
At present, the commission does 
not account for the interest 
receivable/subsidy receivable from 
the beneficiaries/ Government of 
India.  

Interest accrued and due from 
beneficiaries: 
KVIC shall account for the interest 
accrued as the opening balance in SAP.  
 
Subsidy in lieu of interest: 
KVIC shall account for subsidy in lieu of 
interest receivable from ministry of MSME 
on the basis of the acknowledgment 
received form the ministry of MSME.  

Main fund 
(head office) 

15 The commission accounts for all its 
incomes and expenses on cash 
basis.  

Under IFMS, KVIC shall account for all 
the incomes and expenses on an accrual 
basis. These include transactions such as 
interest receivable on margin money, 
MTDC revenue, guest house rent, house 
rent charges, salaries due but unpaid, 
rents, electricity expenses, interests 
payable, legal matters etc. 

All units  

16 Currently a manual purchase order 
(purchase of traded goods and 
capital goods) is raised for all the 
requisitions.  
 
There is no process for vendor 
identification and selection.  

After the implementation of IFMS, all the 
purchase orders shall be raised 
mandatorily through SAP. 
 
An adequate vendor selection process 
will be set up at KVIC as part of the IFMS 
implementation system. 

All units  

17 Inventory purchases at the 
Bhavans are carried out on the 
basis of previous orders that have 
been placed. 
 
Repeat orders for slow moving 
inventory continue to be placed as 
there is no process to analyse the 
slow moving inventory vis-à-vis 
high demand products.  

KVIC shall set up a policy to review the 
monthly sales report. This would enable 
KVIC to identify items that are in high 
demand and slow moving items of 
inventory. Future inventory purchases 
shall be made on the basis of this 
analysis. 

KG Bhavans 

18 Physical stock counts are 
conducted only at the end of the 
financial year. Any discrepancies 
from the stock count are not 
resolved in a timely manner.  

Physical verification of inventory shall be 
carried out at least every six months. 
Physical verifications for high value items 
of inventory shall be conducted more 
frequently. 

Trading Units 

19 Closing inventory is valued at sales 
price of the respective items. This 
includes margins such as 
wholesale commission and Market 
and Development Assistance 
(‘MDA”). 

Inventory shall be valued at the lower of 
cost or NRV. Cost of inventory shall 
mean the purchase price (net of trade 
discounts and MDA rebates received). 

KG Bhavans 
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Sr. 
No. 

 
Current practices 

Management action upon 
implementation of IFMS 

 
Applicability 

20 There is no process in the system 
to track the ageing of inventory and 
subsequently no provision is made 
for the slow moving and/or obsolete 
inventory. 
 
In the case of VI products, though 
the system is equipped to track the 
expiry dates, it is not being 
religiously followed by the system 
operators. 

Consignment stock:  
An accounting policy stating the timing 
and frequency for return of slow moving 
or obsolete goods shall be put in place.  
 
Own stock: 
KVIC shall implement a policy for 
identifying and making a provision for its 
obsolete and slow moving inventory.  
 
For both consignment and own stock, a 
review process shall be put in place to 
identify slow moving and/or obsolete 
items of inventory. 

KG Bhavans 

21 Currently, there is no system to 
track the ageing of receivables and 
payables.  
Thus, no provisions have been 
created on such receivables and 
advances till date. 
 
Specifically in the case of CSPs, an 
ageing of receivables is being 
maintained. However, this ageing is 
not being reviewed on a regular 
basis either for assessment of 
recoverability of debtors or for bad 
debt provisioning. As a result, bad 
debt provision is being on an ad 
hoc basis. The CSPs do not have a 
provision matrix for the provisioning 
of its bad and doubtful debts.  

Receivable balances ageing more than 3 
years and amount less than INR 20,000 
shall be written off and charged to the 
income and expenditure accounts. 
 
Payables balances ageing more than 3 
years may be written back and credited to 
the income and expenditure accounts. 
 
A bad debt provision matrix shall be 
formulated which shall be consistently 
applied across all CSPs. 

Trading Units 

22 KVIC main fund account has 
advanced amounts in the nature of 
working capital and temporary 
loans and advances to the CSPs. 
These loans carry an interest at 4% 
per annum.  
 
Even though the CSPs follow 
accrual method of accounting, no 
provision has been made for the 
interest payable. Interest costs 
have been provided on an ad-hoc 
basis.  

KVIC shall account for the interest on an 
accrual basis from the date of inception of 
the loan.  

CSPs 

23 Interest income on the SBI deposits 
and membership fees are 
recognised on cash basis. 

At each reporting date, KVIC shall 
recognise interest on the fixed deposits 
on an accrual basis. 
 
For membership fee, KVIC need to 
account membership fee for the next year 
as a liability (on an estimated accrual 
basis) in the balance sheet. 

EPF/SBF 
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Sr. 
No. 

 
Current practices 

Management action upon 
implementation of IFMS 

 
Applicability 

24 Fixed assets acquired are 
measured at purchase price and 
corresponding credit is given to 
‘Non recurring grant given for 
creation of Assets’. 
 
No depreciation is charged on fixed 
assets. 

As the recommendation is based on the 
uniform accounting format and prescribed 
guidelines for the autonomous bodies, 
KVIC shall calculate the carrying value of 
fixed assets and the government grant 
balances. The fixed assets would need to 
be included in the opening balance sheet 
at the revised values. 

All units 

25 Refund of TDS has been 
accounted on a cash basis.  

Any refund of TDS shall be accounted for 
on an accrual basis as opposed to cash 
basis. 

SBF 

26 The GPF account consists of  the 
balances pertaining to: 
a) General provident fund (GPF) 
(for all regular staff); 
b) Contributory provident fund;  
c) Contribution under National 
Pension Scheme (NPS) (for staff 
recruited on or after 01 
January2004). 
 
Interest is accounted on accrual 
basis in respect of GPF 
investments. For all other 
investments, interest income is 
recognised on a cash basis. 

Interest income on all investments shall 
be accounted for on an accrual basis. 

GPF 

27 The subscribers funds (contribution 
to the fund) includes amounts 
pertaining to deceased employees 
and unclaimed accounts. 

Subscribers’ account shall be periodically 
reviewed by KVIC to identify and 
deceased employees and/or unclaimed 
accounts. Such amounts shall be 
appropriated dealt with. 

GPF 

28 Interest on 
subscription/commission 
contribution is accounted for on a 
cash basis. 

Interest on subscription/commission 
contribution shall be accounted for on an 
accrual basis. 

GPF 
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7. Project Challenges 

Projects of this nature are not easy to implement as they have impact on people and processes. 

During the implementation processes, KVIC faced few critical challenges. However, due to the 

commitment and continuous involvement of KVIC management and functional team, some of these 

challenges were resolved. 

Key challenges faced in IFMS implementation are: 

Sr. 
No. 

Key Challenge Mitigation Strategy 

1 Non-standardization of accounting policies 
(e.g., cash basis accounting was followed 
where as in Trading Centres accrual 
accounting was follow for certain 
transaction) 

KVIC with assistance from TA team 
conducted detailed review of accounting 
practices and prepared common norms in 
accordance with Uniform Format of 
Accounting for Autonomous Bodies, issued 
by the Department of Expenditure, Ministry of 
Finance 

2 Project timelines was a key challenge. 
Implementation timelines were reduced 
significantly from the original plan 
considering project priorities 

IP was request to deploy additional resources 
for meeting project deadlines. Similarly, KVIC 
Sr. Management carried out continuous 
monitoring of the progress and provided 
immediate decisions or instructions to 
respective functional director/team members 
to provide required support.  

3 In KVIC, many systems were being used. 
Similarly, data was also maintained in 
physical forms in ledgers. So, data 
collection was a key challenge. 

Common data templates were prepared. IP 
team assisted in digitization of manual 
records into digital format (e.g., cash book). 
Many knowledge sharing sessions were 
conducted through workshops at the 
Corporate Office and Video Conferencing for 
field offices on the data collection and 
verification process. 

4 Initially, there was lack of interest from the 
functional team in participating during 
workshops, trainings and review process. 
This was a Change Management issue.  

KVIC management continuously encouraged 
the team members to participate and 
contribute during knowledge sharing or 
review sessions. Similarly, required 
instructions were also given to ensure team 
participation and meeting project deadlines.  
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8. Benefit Assessment 

IFMS is implemented with the long term objective of improving process efficiency and better financial 

control. The nature of the project is such that it needs to be stabilized and built-in functionalities to be 

leveraged extensively before a detailed benefit assessment can be carried out. However, in the 

immediate period, KVIC has benefited from the following: 

 Standardization of business process from heterogeneous practices like cash as well as accrual 

based accounting 

 Creation of a web based centralized information system for easy and real-time information access 

 Removal of manual and time taking activities like reconciliation and preparation of financial 

statements through process automation 

 Possibilities of better fund utilization and expense monitoring through system driven processes 

 Developing accountability in financial transactions due to defined roles & responsibilities of users 

in the system 

 Improved Compliance to guidelines and statutory requirements 
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9. Way Forward 
Go-Live at the Corporate Office is a beginning for KVIC. Adequate measures needs to be taken 

before the potential of IFMS is realized and process automation is leveraged for better monitoring & 

control. As way forward, some of the key activities which are required to be carried out are: 

1. System Stabilization: Post go-live, IFMS will require stabilization. As most of the financial 

transactions will be done through IFMS, all business conditions needs to be reviewed and tested 

thoroughly. Similarly, volume testing needs to be carried out to ensure that system will function as 

per requirements without any degradation of performance in future considering growth in users 

and data transaction. 

2. System Roll-out: IFMS needs to be rolled-out to all locations covering zonal offices, state 

offices, bhavans, and CSPs. It is planned that the current legacy system and IFMS will be used 

simultaneously till 31st March 2018. By this time IFMS would have also stabilized. From 1st April 

2018, only IFMS is expected to be used as the financial system of KVIC and all the legacy 

systems will be discontinued.  

3. Capacity Development: To ensure that all users are familiar with the IFMS process, continuous 

training environment will be established. Different modes of training such as class room training, 

on-line training (portal, audio-video sessions) will be planned. 

4. System Performance: As gradually, more users will be doing transactions through the IFMS, it 

will be important to monitor IFMS performance as well as infrastructure availability. Further, it will 

be important to ensure data security against cyber threats as per CERT-In guidelines. Similarly, 

user compliance for using IFMS rather than legacy or manual systems will also require 

continuous monitoring 

5. Expanding process automation:  As SAP is a robust and standard platform, KVIC will evaluate 

if other business processes can be automated through the SAP solution. 
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Annexure 1: KVIC Project Steering Committee and Core Team members 
 

Project Steering Committee Members 

Srl. No. Name Designation 
1.  Chief Executive Officer Chairperson 
2.  Financial Advisor Member 
3.  Joint Chief Executive Officer Member 
4.  Dy. CEO (IT) Member 
5.  Dy. CEO (RID) Member 
6.  Dy. CEO (Finance/Budget/Accounts) Member 
7.  PwC Consultant Expert Member 
8.  Director (IT) Convener 

 

Core Team Members 

Srl. No. Name Designation 
1.  Mr. P.V.N. Shivprasad Dy. Director (Finance) 
2.  Mr. V.R. Balasubramanian Assistant Director – I (Audit) 
3.  Mr. G. Andavar Assistant Director – I (RID) 
4.  Mr. Devendra Kumar Assistant Director – I (Accounts) 
5.  Ms. K. Jayshree Menon Assistant Director – II (IT) 
6.  Mr. C.S. Madhale Assistant Director – II (IT) 
7.  Mr. P. Vijayan Executive (Audit) 
8.  Ms. Yashoda L. Kotian Executive (RID) 
9.  Ms. Leena R. Walve Executive (IT) 
10.  Mr. Deepak Sharma Executive (IT) 
11.  Mr. K.V.L. Suryaprakash Sr. Executive (Accounts) 
12.  Mr. D.D. Tiwari Sr. Executive (Accounts) 
13.  Mr. Rajaram Sr. Executive (Accounts) 
14.  Mr. D.B. Borde Sr. Executive (Accounts) 
15.  Mr. C.D. Mukane Sr. Executive (Accounts) 
16.  Ms. Sadhana Doshi Sr. Executive (Accounts) 
17.  Ms. Nilima Salunkhe  Jr. Executive (Accounts) 
18.  Mr. B.K. Gujar Jr. Executive (KRM) 

 

State Office Representatives 

Srl. No. Name Designation 
1.  Mr. P.K. Kar Sr. Executive, KVIC, Bhubaneswar 
2.  Mr. S.D. Joshi Sr. Executive, K.G.B. New Delhi 
3.  Mr. Vijay Kumar Executive, KVIC, Ranchi 
4.  Mr. P.M. Venugopalan Sr. Executive, KVIC, Trivandrum 
5.  Mr. S.K. Singha Executive, KVIC, New Delhi 
6.  Mr. V.S.N. Murthy Assistant Accountant, CSP, Kuttur 
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Annexure 2: Overview of project plan 
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Annexure 3: SAP Terminology 
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Annexure 4: Overview Training 
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Annexure 5: Enterprise Structure 
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Annexure 6: Sample Business Blueprint Document 
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Annexure 7: Sample Data Collection Template 
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Annexure 8: Test Scenario and screenshots 
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Annexure 9: User Training and UAT at Corporate Office 
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Annexure 10: Pre Go-Live review meeting 
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Annexure 11: IFMS Go-Live at the Corporate Office 
 

 

 

Login Screen 
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