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~ PREFACE J 

1. This Report has been prepared for submission to the Government under 
Article 151 of the Constitution. 

2. Chapters I and II of this report respectively contain audit observations 
on matters arising from the examination of Finance Accounts and 
Appropriation Accounts of the State Government for the year ended 31 
March 2006. 

3. The remaining chapters deal with performance audits and audit of 
transactions in various departments including the Public Works and 
Irrigation Department, revenue receipts, audit of stores and stock, audit 
of autonomous bodies, statutory corporations, Government companies 
and departmentally run commercial undertakings. 

4. The cases n:ientioned in the Report are among those which came to 
notice in the course of test audit of accounts during the year 2005-06 as 
well as those which had come to notice in earlier years but could not be 
dealt with in previous Reports. Matters relating to the period 
subsequent to 2005-2006 have also been included wherever necessary. 
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Audit Report for the year ended 31 March 2006 

This Report conlains 27 audit paragraphs and six performance audi ts apart 
from comments on the Finance Accounts and Appropri ation Accounts. There 
is a separate chapter on Internal Control System in respect of DOPART. 
According to existing arrangements, copies of the dra ft audit paragraphs and 
draft performance audits were sent to the Secretary to the State Government of 
the Department concerned b) the Accountant General (A udit) with the request 
to furnish replies within four weeks. In respect of 27 audit paragraphs and six 
performance audits included in this Report, replies were received from the 
Secretary concerned of the respective departments of the State Government for 
23 paragraphs and five performance audits. 

Fillance§ of the State Government_......-_____ ~_, ___ _ 

The fi scal health of the State as reflected in terms of trends in key fiscal 
parameters- RD, FD & PD has shown a sign of improvement during 2005-06 
over the previous year. However, the State finances are heavily dependent on 
Central transfers, which accounr for about 76 per cent of its revenue receipts 
and helped the State Government to maintain revenue surplus during the 
period 2000-06. Although the State had maintained revenue surplus 
throughout the period 2000-06, fi scal deficit not only persisted during the 
period but it has increased steeply during the last two years primarily on 
account of substantial step up in capital expenditure during these years. The 
State's own resources mobilised in the form of its own tax revenue and non
tax revenue during 2005-06 being much lower than the normative projections 
made by the TFC indicates large potential of raising them by exploiting 
untapped sources of revenue available in the State. On the other hand, the 
increasing fi scal liabilities accompanied by persistent fi scal deficit and 
pnmary deficit together with quantum spread being negati ve during most of 
the years might result in a cyc le of deficit, debt and debt service payments. 
unless suitable measures are taken to arrest the persistent increase in fiscal 
liabilities. Besides, zero rate of return on Government investments and 
inadequate recovery of cost on loans and advances also adversely affected the 
fiscal position of the State. In this context, an efficient and productive use of 
funds would be of critical importance both from the point of view of putti ng 
the State's economy in the high growth trajectory and providing qualitative 
social and economic services to the people and in enhancing the ability of the 
Government to meet its financial liabilities that will become due in future. 

(Paragraph 1.1to1.11) 
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,tudit Repon for t/1<• year ended 31 !\larch 2006 

Allocative priorities alld appropriation 
...__~~~~~~~~ ...... 

, The excess expenditure of Rs. 28.78 crore for the years 2002-03 to 2004-
05 under 20 grants and appropriations required regularisation under Artic le 
205 or the Constitution of India. 

, The cxcc~s or Rs. 10.96 crore in seven grants and two appropriations 
during the year 2005-06 require regularisation under Artic le 205 of the 
Constitution of India. 

,. Supplcml!ntary pro\ isions of Rs. 63.57 crore in 17 cases during the year 
2005-06 proved unnecessary. 

(Paragraphs 2. 3.2 & 2.3.4) 

3.1 Accelerated Power Development and Reforms Programme 
(APDRP) 

Performa1ice Audit of implementation of APDRP revealed that although 
revenue realisation had substa11tially improved since 2004-05 after 
implementation of the programme, it was far below the targeted I.eve/. The 
objective of breaking even by the year 2005 and positive returns thereafter, 
as contemplated in the MOA, could not be fulfilled as of March 2006 
indicating that commercial viability may 11ot be achieved within a 
conceivable time frame u11less drastic steps were taken to cut down 
operational costs, economise capital expenditure, contain energy loss and 
improve revenue realisation further. The power sector was yet to be re
structured and reform ed and the State Electricity Regulatory Commission 
(SERC) was yet to be constituted even after more than three years of the 
target date. Metering of f eeders and consumers was still incomplete, 
transmission and distribution (T&D) loss was still high at 30 per cent and 
critical issues of the reform s agenda such as consumer indexing a11d energy 
accounting alld auditing were not accorded desired priority. The monitoring 
mechanis m was ineffective to this extent. 

~ The T&D loss which was targeted to be reduced to around 10 per cent 
stood at 30 per cent as at the end of 2005-06 indicating the 
Department's failure to ach ieve the target stipulated under the APDRP. 

~ Energy accounting and audi ting was not initiated despite an 
expendi ture of Rs. 15.93 crore on metering. 

> 7,232 consumer meters valuing Rs.1.31 crore were found defecti ve 
after their installation. No action was taken to get these meters replaced 
although the meters were guaranteed for 5/10 years. 

~ Against the anticipated benefit of Rs. 39.93 crore in 2004-06 projected 
in the DPRs. there was actual realisation of Rs. 21.84 crore only, 
indicating unrealistically high projection. 

:,.. Monitoring was found wanting in case of i) metering of consumers and 
feeders, ii) Computerised billing and iii ) Mapping and indexing of 
consumers due to which there was hi gh incidence of defecti ve meters 
in the feeders I consumer premises and failure to introduce 
computerised b il ling. 

(Paragraph 3.1) 
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Audit Report for the year ended 31 March 2006 

3.2 Implementation of Acts and Rules relating to Consumer Protection 

Performance Audit of implementation of various Acts and Rules relating to 
consumer protection during the period 2001-06 in Sikkim revealed that the 
enforcement of the Acts in protecting the interests of the consumers against 
adulterated foods and exploitation through incorrect weighment and 
measurement was grossly inadequate. It was further compounded by no11-
fixation of targets for collection of food samples for analysis under PFA, 
non- achievements of targets under SWM and absence of dedicated 
monitoring mechanism at the State level to review and evaluate the extent of 
successful implementation of these Acts in the State. 

> Establishment of the Stale Consumer Disputes Redressal Commission 
and the District Consumer Disputes Redressal Forums was delayed by 
3 L months due to Government's inaction. 

> The District Forums disposed off 10 per cent (2001) to 57 per cent 
(2002) of consumer dispute cases within the prescribed 90/150 days. 
The performance of the State Commission in disposal of cases during 
the same period was nil to 50 per cent and left much lo be desired. 

, Monitoring mechanism was neither introduced at the State 
Commission nor in the Consumer Affairs Department lo ensure speedy 
disposal of grievances. 

(Paragraph-3.2) 

3.3 Health care management 

The State was yet to formulate a Health Policy to provide policy directions 
and enable perspective planning, absence of which led to lower allocation of 
funds to the health sector, non-fixation of realistic targets, etc. 
Infrastructure management was characterised by inadequate essential 
infrastructure both in terms of number of CH Cs, PH Cs and PHSCs and also 
availability of required facilities . Analysis of human resources management 
revealed acute shortage of specialists, wide inter-district variations ill 
deployment of doctors and nurses, irrational deployment of paramedical and 
medical staff, shortfall in imparting integrated and specialised training. 
Effectiveness of delivery of medical care and services was affected by 
shortage of medicines, non-operation of drug testing laboratory, delay in 
construction of CHC at Mangan, drug de-addiction centres at Name/ti aud 
Geyzing, non-commissioning of machines and equipments etc. 

> There was acute shortage of Specialists (75%), Health faiucators 
(62%) and Laboratory Technician (I I%) amongst others and wide 
inter-district dispari ties in their dep loyment. 

> Of the two blood banks in the State, STNM showed r~marl\able 
improvement in collection of blood from voluntary donors from 4 per 
cent in 2001 to 52 per cent in 2005, Namchi (CHC, South) wa.., for 
behind the target with 2 to 9 per cent of total collection. 

(Paragraph- 3.3) 
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Audit Report for the year e11ded 31 Morch 2006 

3.4 Sarva Shiksha Abhiyan 

Perfonnance Audit of Sarva Shiksha Abhiyan (SSA) for the period 2001-02 
to 2005-06 disclosed deficient planning, delayed and short release of funds, 
excessive management cost, appointment of teachers in excess of 
requirement, etc. The State failed in achieving the main objective of SSA to 
bring back all out-of -school children to school within 2003. 
Implementation of SSA did not contribute towards quality improvement of 
education as envisaged irz the programme as course curriculum was not 
revised, training of teachers was far below the target and research and 
development activity was not accorded desired priority. Monitoring and 
evaluation of the programme was never conducted to gauge its success. 

);> Despite incurring considerable expenditure towards implementation of 
SSA, SIS failed to bring back 6,310 out-of-school children indicating a 
shortfall of 42 per cent even after five years of implementation. 

);> Inspite of receipt of Rs. 1.72 crore, SIS was far behind in achieving the 
Larget of training 8,766 teachers. Shortfall ranged between 72 to 100 
per cent from 2002-03 to 2005-06. 

~ Research and Development (R&D) activities were not carried out 
despite release of Rs. 23.94 lakh. 

(Paragraphs 3.4) 

3.5 Urban Water Supply 

Performance Audit of Urban Water Supply System revealed non-framing of 
'State Water Policy' in line with the 'National Water Policy.' and absence of 
long-term perspective planning. Baseline survey for assessing actual 
requirement of potable water and preservation of water sources had never 
been conducted. Contamination of water was prevalent due to inadequate 
and ineffective water treatment and alignment of pipelines through drains 
and jlwras. Leakages and wastage of water was rampant as the Department 
failed to put in place vigilance mechanism to detect un-authorised 
connections and wastage of water. There was excess and unnecessary 
expenditure in execution of works while beneficiary participation in creation 
of assets could not be obtained. Water tariff fixed by the Department was· 
dev_oid of any cost analysis and revenue collection lax leading to huge gap 
between the revenue earned vis-a-vis operation and maintenance costs. 

>- The Department had no basis t<;> give assurance that sufficient drinking 
water was supplied to the consumers as it had neither conducted any 
baseline survey nor evaluated its supply systems with a view to assess 
the sufficiency of water supplied. 

~ Quality of water supplied to the consumers could not be assured as 
bacleriological contamination was prevalent due to inadequate and 
ineffective treatment and alignment of pipelines through drains and 
.h I J oras . 

~ Non-metering of consumers led to wastage of water and consequent 
loss of revenue of Rs. 1.5 l crore per annum. 

1 Mountain streams usually carrying filthy water. 
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AudiJ Report for the year e11ded 31 March 2006 

~ Failure to realise 5 per cent capital cost from the beneficiaries led to 
loss of Rs. 3.64 crore to the Government. 

(Paragraph- 3.5) 

3.6 Functioning of State Trading Corporation of Sikkim 

The State Trading Corporation of Sikkim (STCS) functions as a canalising 
1gency for all procurement of the State Government. Audit of pe.rformnnce 
of the Corporation for the period 2001-02 to 2005-06 disclosed that the 
Corporation was not successful in obtaining materials at economical rates; 
took inordinately long time to supply the materials to the indenting 
departments thereby affecting the schedule date of completion of work; etc. 
Financial management was characterised by imprudent investment of 
surplus funds to earn optimum interest; non-crediting of deposited cheques; 
accumulation of outstanding dues, etc. Physical verification of stores was 
never attempted leading to huge differences between book balance and 
actual balance of store materials. Internal control mechanism was virtually 
non-existent. 

4 

~ Virtual non-existence of internal control mechanism for physical 
verification of stores led to pilferage of store material worth Rs. 2.68 
crore. 

~ The Corporation fai led to recover the dues of Rs. 68.09 lakh from 
Building & Housing Department leading to blockage of funds. 

~ Irregular appointment of an advisor and Officer on Special Duty 
without any provision in Proclamation resulted in infructuous 
establishment expenditure of Rs. 26.97 Iakh. 

(Paragraph- 7.12) 

Audit review of the internal co11trols in the Department of Personnel, 
Administrative Refonns, Training, Public Grievances, Career Options & 
Employment, Skill Development and Chief Minister's Self Employment 
Scheme (DOPART) revealed deficient budgetary and expenditure control, 
poor operation and supervisory controls relating to creation of posts, cadre 
review, promotions, deployment as enumerated in the succeeding 
paragraphs. 

~ Against the sanctioned strength of four, the Department appointed 
three Advisors and promoted seven officers to the post of Principal 
Secretaries in contravention of GOI norms resulting in extra 
expenditure of Rs. 43.79 lakh. 

~ Subsequent to the ban imposed by the Government in 1999 for creation 
of new posts, the Department created 443 posts resul ting in extra 
annual expenditure of Rs. 4.70 crore . 

~ The posts vacated on account of YRS were not abolished resulting in 
avoidable expenditure of Rs. 2.24 crore upto March 2006. 

(Paragraph 5.1) 
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Misappropriation I Loss 

Undue favour to a seller rn purchase of his unsuitable bui lding, in a non
transparent manner, disregarding repeated recommendations of the Screening 
Committee, resulted in wasteful expenditure of Rs. 16.60 lakh. 

(Paragraph-4.1.1) 

Fictitious util isation of 11.440.34 quintals of rice costing Rs. 91.52 Jakh under 
the Mid-Day Meal Scheme. besides violation of Supreme Court's direction for 
providing cooked meal for specified school days. 

(Paragraph-4.1.2) 

Fictitious utilisation of funds of Rs. 12.35 lakh shown by an NGO under the 
Integrated Education for Disabled Children scheme and consequential denial 
of benefit to disabled children. 

(Paragraph-4.1.3) 

Wastefulllnfructuous/Vnfruitful Expenditure 

Expenditure of Rs. 39.86 lakh on establishment of a Poultry Farm was 
rendered infructuous as the farm closed down its operation after running for 
only a year due to poor management. 

(Paragraph-4.2.1) 

Improper and un-planned implementation of the 'Development of Sanskrit 
Education' scheme resulted in wasteful expenditure of Rs. 1.30 crore. 

(Paragraph-4.2.2) 

Unauthorised allotment of two vehicles each to 15 Police officers without 
enti tlement for a second vehicle led to avoidable expenditure of Rs. 64.33 
lakh. 

(Paragraph-4.2.3) 

Undue favour to a seller by the Department in purchase of his unsuitable land, 
despite negative reports from the Mines & Geology Department led to 
wasteful expenditure of Rs. 65.76 lakh. 

(Paragraph-4.2.4) 

Establishment of disposable pJastic syringe project by Sikkim Jewels Limited 
without proper market survey and feasibility study led to wasteful expenditure 
of Rs. 50.05 Iakh. 

(Paragraph 7.15) 
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Regularity Issues 

Decision of the Department to appoint 205 adhoc teachers without conducting 
any selection test and/ or interview was not only irregular but also led to 
recruitment of unsuitable candidates in excess of the requirement resulting in 
avoidable expenditure of Rs. 59.79 lakh. 

(Paragraph- 4.5.2) 
Failure of the Relief Commissioner, Calamity Relief Fund to invest the 
available funds in accordance with the stipulated rules of the CRFS framed by 
the GOI resulted in loss of interest of Rs. 5.35 crore to the Fund, besides 
contravention of the guideline of the scheme. 

(Paragraph- 4.5.3) 

wss of Reve11ue 

Failure of the Excise Department to levy and collect excise duty on the basis 
of "actual" transit loss of Extra Neutral Alcohol (ENA) imported by three 
distilleries resulted in revenue loss of Rs. 1.49 crore. 

(Paragraph- 6.9.1) 

Failure to recover CST from four firms by the Finance, Revenue and 
Expenditure Department (Income and Commercial Taxes Division) dealing in 
inter-State trade resulted in non-realisation of revenue of Rs . 3.99 crore. 

(Paragraph- 6.9.2) 

Allowance of inadmissible deductions from turnover by ttie Finance, Revenue 
and Expenditure Department (Income and Commercial Taxes Division) 
resulted in short-realisation of tax of Rs. 59.23 lakh. 

(Paragraph- 6.9.3) 
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CHAPTER-I: Finances of the Stare Government 

, 
.CHAPTER-I 

FINANCES OF THE STATE GOVERNMENT 

1.1 Intro uction ___________________ _ 

The accounts of the State Government are kept in three parts (i) Consolidated 
Fund, (ii) Contingency Fund and (iii) Public Account (Appendix-I: Part A). 
The Finance Accounts of the Government of Sikkim are laid out in 19 
Statements, presenting receipts and expenditure, revenue as well as capital , in 
the Consolidated Fund, Contingency Fund and the Public Account of the State 
Government. The layout of the Finance Accounts is depicted in Appe11dix-J: 
Part B. 

Functions of the Reserve Bank of India for Government transactions were not 
extended to Sikkim. State Bank of Sikkim has been vested with the 
responsibility of receiving money on behalf of the Government, making all 
paymems and keeping custody of the balances of the Government in current 
account as well as in fixed deposits. 

The State Government had not enacted the Fiscal Responsibility and Budget 
Management (FRBM) Act as of September 2006 although a Memorandum of 
Understanding with the GOI had been entered into in April 1999 for bringing 
about fiscal reforms in the State. 

· 1.1.1 Summary of Receipts a11d Disbursements for the year 

Table -1.1 summarises the finances of the State Government of Sikkim for the 
year 2005-06 covering revenue receipts and expenditure, capitarreceipts and 
expenditure, public debt receipts and disbursements and public account 
receipts and di sbursements made during the year as emerging from Statement
! and other detailed Statements of Finance Accounts. 



Cll IPTI::R-1: Finances of the State (;ovemmenl 

Table -1.1 
SUMMARY OF RECEIPTS AND DISBURSEMENTS FOR THE YEAR 

2005-06 
(Runees in crore) 

200-'·05 Receipts 2005-06 2004-05 Disbursements 2005-06 
Non Plan Total 
Plan 

Section - r1: Revenue 
1,892.40 Revenue 1,964.36 1,723.49 Revenue 1,473.40 294.20 1,767.60 

Rece1ots .. Exoenditure . 
116.95 Tax revenue 147.23 1,140.63 General services . 1,156 27 7.15 1,163.42 
992.47 Non-tax 990.10 306.64 Social Services• 19 1 46 146.33 337.79 

revenue .. 
107.35 Share of Union 182. 13 276.22 Economic 125 66 140.73 266.39 

Taxes/ Duties Services .. 
675.63 Grants from 644.90 -

Government of 
India 

Section - B: Caoiral 
-- Miscellaneous -- 353.54 Capital Outlay -- 345.73 345.73 

Capital Receipts 
(-) 0.24 Recoveries of 0.14 0.68 Loans and -- -- 0 

Loans and Advances 
Advances disbursed 

192.99 Public debt 145.06 83.72 Repayment Public 32.40 -- 32.40 
receipts Debt 

0.50 Contingency -- 0 Contingency Fund 0. 10 -- 0.10 
Fund 

1,415.38 Public Account 1,456.53 1,244.65 Public Account 1,470.09 -- 1,470.09 
rece1ots disbursements 

207.47 Opening . 302.42 302.42 Closing Balance -- 252.59 
Balance 

3 708.50 Total 3,868.51 3 708.50 Total -- 3 868.51 

Major portion of the total receipts of the State comprised revenue receipts of 
Rs. 1,964.36 crore (50.78 per cent) followed by Public Account receipts of 
Rs. 1,456.53 crore (37 .65 per cent). The grants-in -aid from the Government 
of India (GOI) constitute 16.67 per cent of the total receipt. Similarly, bulk of 
the total disbursements was on account of revenue expenditure of Rs. 1,767.60 
crore (45 .69 per cent) followed by Public Account disbursements of Rs. 
1,470.09 crore (38 per cent) and capital outlay of Rs. 345.73 crore (8.94 per 
cem). Revenue expenditure comprised general services (65.82 per celll), social 
services ( 19. 11 per cent) and economic services ( 15.07 per cent). 

1.2 Overview of Fiscal Situation of the State 

1.2.1 Trend of Fiscal Aggregates 
The fiscal position of the State Government during the current year as 
compared to the previous year is given in Table-1.2 below: 

• Reve1111e uce1pll and Non ttu revenue are 111clt1Ji>e ofgrou rerrit>I (Rs. 898.35 rrore}from State lotteries. 
• Rnetwe t.\pe11di111re and Geneml Servicel (No11·plan} are mdtllive of ex~nJit11re (Rs. 876.16 crore) in State 
Louerre:.. 
• /11r/11dl!s .1·rw11s-in·aid nmtrihutitm under Soda/ Sen·1re:. (R:.. 11.75 cmre) 1.11d £co11om1c Serviu:. (&. 22.81 
cmre} aggreqatin,~ Rs. J-1.56 cmre. 
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TablP, - 1.2 
(Ruoees ill crore) 

2004-05 Sl. No Maior Al!l!re2ates 2005-06 
I 011.29 I Revenue Receipts (2+3+4+5) 1,088.20 

11 6.95 2 Tax Revenue 147.23 
111.36 3 Non-Tax Revenue 113.94 
675.63 4 Other Rece1ots 644 90 
107.35 5 State share of Union taxes and other~ 182. 13 

(· ) 0.24 6 Non-Debt Capital Receipts 0.14 
(-)0.24 7 Ofwllich, Recovery of Loan 0.14 

1 011.05 8 Total Receipts (1+6) 1,088.34 
605.04 9 Non-Plan Expenditure (10+12+13) 597.24 
604.36 10 On Revenue Account 597.24 

99.19 II Ofwluch, Interest Pavment 102.60 
.. 12 On Caonal Account .. 

0.68 13 On Loans disbursed .. 
591.56 14 Plan Expenditure (15+16+17) 639.93 
238.02 15 On Revenue Account 294.20 
353.54 16 On Capital Account 345 73 

.. 17 On Loans disbursement .. 
1 196.60 18 Total Expenditure (9+14) 1,237.17 

185.55 19 Fiscal Delicit (18-J-6) 148.83 
(· ) 168.91 20 Revenue Dclicit (+)I(·) Surplus (10+15-1) (·) 196.76 

86.36 21 , Primary Delicit(+) I (-)Surplus (19-11) 46.23 

Revenue surplus increased from Rs . 168.91 crore in 2004-05 to Rs. 196.76 
crore in 2005-06 primaril y due to substantia l increase in the revenue receipts 
of the State (Rs. 76.91 crore). Consequently, fi scal deficit decreased from 
Rs. 185.55 crore in 2004-05 to Rs. 148.83 crore in 2005-06 and primary 
deficit from Rs. 86.36 crore in 2004-05 to Rs. 46.23 crore in 2005-06 Interest 
payments increased from Rs. 99.19 crore in 2004-05 to Rs. 102.60 crore 1r. 
2005-06 which contributed to the decrease in primary deficit. 

1.3 Auclit Methodology 

Audit observations on the Statements of Finance Accounts for the year 2005-
06 bring out the trends in the major fi scal aggregates of receipts and 
expenditure; wherever necessary, ~hese have been analysed in the light of time 
series data (Appendix-11 to V) and periodic comparisons. Major fiscal 
aggregates like tax and non-tax revenue, revenue and capital expenditure. 
intP-mal and external debt and revem1e and fiscal deficits have ':>een presented 
as percentage to the Gross State Domestic Product (GSDP) at current market 
prices. The new GSDP seril'!s with 1993-94 as base, as published by the 
Department of Economic, Statistics, Monitoring and Evaluation, Government 
of Sikkim have been used for the purpose. For tax revenues, non-tax revenues. 
revenue expenditure etc, bu0yancy projections have also been provided for a 
further estimation of the range of fluctuations with reference to the base 
represented by GSDP. The key indicators adopted for the purpose arc 
(i) resources by volume and sources, (ii) appl ication of resources, (iii) assets 
and liabilities anc· (iv) managenent of deficits. Audit observations a lso take 
into account the cumulative impact of resources mobilisation efforts, debt 

No11-1a:c rel'e1111e for tire year 2005-06 inr/11de.1 •1et of xro.rs receipt of R1 898.35 rrore from Stat1• l ... 011erit•1 a/1r"1 
adjustme/I/ of expe1"1iture of Rs. 876.16 rrore under tire /read. 

£xpt11dimre exdude.r Rs. 876.16 crore 011 State Lmtene.1 a~11111H wluclr there waJ gro1.1 ructpt of R1. il9i>. H 
cmre wider rite same head. 
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servicing and corrective fiscal measures. The overall financial performance of 
the State Government as a body corporate has been presented by the 
application of a sel of ratios commonly adopted for the relational 
interpretation of fiscal aggregates. In addition, selected indicators of financial 
performance of the Government are also lisled in this Section; some of the 
terms used in th is conlext are explained in Appendix-I: Pan C. 

1.4.1 Resources by volumes and sources 
Resources of the State Government consist of revenue and capital receipts. 
Revenue receipts consist of tax revenues, non-tax revenues. State's share of 
union taxes and duties and grants-in-aid from the GOI. Capital receipts 
comprise miscellaneous capital receipts like proceeds from disinvestments, 
recoveries of loans and advances, debt receipts from internal sources (market 
loans, borrowings from financial institutions/commercial banks) and loans and 
advances from GOI as well as accruals from Public Account. 

The total receipts of the State Government for the year 2005-06 were 
Rs. 2,689.93 crore as shown in Table-1.3 below. Of these, the revenue 
receipts of the State Government were Rs. 1,088.20 crore only, constituting 40 
per cent of the total receipts. The balance receipts came from borrowings and 
the Public Account. 

Table - 1. 3: Resources of State of Sikkim 
(Ruoees in crore) 

I. Revenue Receipts 1,088.20 
II. Capital Receipts 145.20 

(a) Miscellaneous Receipts --
(b) Recovery of Loans and Advances 0 .14 
(c) Public Debt Receipts 145.06 

Ill. Conune.encv Fund Receipts --
IV. Public Account Receipts 1 456.53 

(a) Small Savings, Provident Fund, etc. 73.81 
(b) Reserve Fund 28.55 
(c) Deposits and Advances 28.23 
(d) Suspense and Miscellaneous 888.65 
(e) Remlltances 437.29 

Total Receipts 2,689.93 

Suspense and Miscellaneous balances constituted 61 per cent (Rs. 888.65 
crore) of the Public Account receipts followed by remittances which 
constituled 30 per cent (437 .29 crore). 92 per cent of the suspense and 
miscellaneous balances consisted of treasury cheques. 86 per cent of lhe 
remittance balance pertained to public works remittances, 10 per cent to other 
departmental remittances and the balance 4 per cent to forest remittances. 

1.4.2 Revenue Receipts 
Statement - 11 of the Finance Accounts details the revenue receipts of the 
Government. Revenue receipts of the State comprise mainly its own tax and 
non-tax revenues, Central tax transfers and grants-in-aid from GOI. Overall 
revenue receipts, the ir annual rate of growth, ratio of these receipts to the 
GSDP and its buoyancy are indicated in Tahle-1. 4 . 
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Table-1.4: Revenue Receip~- Basic Parameters 

Revenue Receipts (RR) (Rupees in 
crore) 

1 
Own Taxes (per cent) 

Non-Lax Revenue (per cent) 

Central Lax Transfers (per cent) 

Grants-in-aid (per cem ) 

Rate of Growth of RR er cent 

ratio 
Revenue Buoyancy with reference to 

State's own Laxes 
GSDP Growth ( er cent) 
Rate of owth of own taXes 

80 .39 
10.72 

84.83 
11 .31 

513.75 
(68.49) 

17.35 
1,072.37 

69.95 
1.76 
2.33 
0.76 

9.84 
22.94 

0.19 
• 

15.09 12.31 
31.27 2.34 

!J Rate of growth of Revenue Receipts was negative. P=Prov1sional, Q=Quick 

1.4.2.1 General Trends 

I.SI 

10.40 
8.29 

The revenue receipts of the State increased by 45 per cent from Rs. 750.09 
crore in 2001-02 to Rs. 1,088.20 crQre in 2005-06. 

While 76 per cent of the revenue receipts during 2005-06 came from Central 
tax transfers and grants-in-aid, State's own resol!rces comprising taxes and 
non-taxes together contributed only 24 per cent of the total revenue. 

1.4.2.2 Tax Revenue 
The receipts from own taxes at Rs. 147.23 crore during 2005-06 was lower by 
Rs. 327.77 crore than the normative projection of Rs. 520 crore made by the 
Twelfth Finance Commission (TFC) for the State for 2005-06. Sales tax was 
the major contributor (38 per cent) of State's own tax revenue followed by 
taxes on Income other than Corporation Tax (32 per cent), State Excise (22 
per cent), taxes on vehicles (3 per cent),' Stamps and Registration fees (2 per 
cent), and other taxes (3 per cent). However, contribution of sales tax to tax 
revenue decreased from 44 per cent during 2001-02 to 38 per cent during 
2005-06. 

1.4.2.3 Non-Tax Revenue 
Receipts from non-tax revenue sources (Rs. 113.94 crore) during 2005-06 was 
Jess by Rs. 401.06 crore as compared to the projection of Rs. 515 crore made 
by the TFC. Of the non-tax revenue sources, principal contribution came from 
Power (25 per cent) followed by State Lotteries (20 per cent), Road 
Transport and Police ( 12 per cent each) and Forest (8 per cent). Against the 
TFC projection of annual rate of growth of 12.5 per cent for revenue receipts 
under general services and 25 per cent for both social and economic services 
for the forecast period (2005-10), the growth recorded was 3.22, 8.66 and 4.19 
per cent for general services, social services and economic services 
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respectively over the previous year, indicating the need for the State to achieve 
a greater degree of cost recovery in these services. 

1.4.2.4 Central Tax Transfers 
Central tax transfers increased by 70 per cent from Rs. 107.35 crore in 2004-
05 to Rs. 182.13 crore in 2005-06 mainly due to phenomenal increase of 160 
per cent in share of net proceeds of Service tax and 95 per cent share of net 
proceeds of Customs. 

1.4.2.S Grants-in a id 
Grants-in-aid decreased by Rs. 30.73 crore (4.55 per cent) from Rs. 675.63 
crore in 2004-05 to Rs. 644.90 crore in 2005-06 mainly due to decrease in 
grants for Central plan schemes (Rs. 122.28 crore) fo llowed by grants for 
centrally sponsored schemes (Rs. 37.43 crore) and Non-plan grants (Rs. 2.79 
crore). 

1.4.2.6 Revenue Arrears 
In spite of reminders, details of arrears of revenue were not furnished by 20 
Departments. Out of 23 Departments which furnished the information, 13 
Departments had no revenue arrears. Arrears of revenue of the remaining 7 
Departments§ increased by 617 per cent - from Rs. 12.08 crore in 2001-02 to 
Rs. 86.61 crore at the end of 2005-06. Major portion of the arrears of revenue 
amounting to Rs. 76.32 crore for the year 2005-06 pertained to State lotteries 
under Finance Department. 

1.4.3 Source of Receipts 
The sources of total receipts under different heads as well as GSDP duri ng 
2001-06 are indicated in Table - 1.5 below: 

Table- 1.5 
Sources of Receipts- Trends 

(Rupees ill crore) 

- Capital Receipts G~State 
Year Revenue Non-debt Debt Accruals in Total ;~pomestic 

receipts Receipts Receipts Public .. Receipts product 
Account 

2001-02 750.09 1.14 91.37 967.41 1,810.01 1,072.37 
2002-03 908.04 L.28 78.53 1,356.15 2,344.00 1,234.24 (P) 
2003-04 898.93 1.08 137.02 1,193.34 2,230.37 1,386.18 (P) 
2004-05 1,011.29 (-) 0.24 19299 1,415.38 2,619.42 1,530.40 (Q) 
2005-06 1,088.20 0.14 145.06 1,456.53 2,689.93 1,717.00 (Q) 
P =Provisional, Q=Quick 

The total receipts of the State increased from Rs. 1,810.01 crore in 2001-02 to 
Rs. 2,689.93 crore in 2005-06. 

Whi le only 40 per cent of the total receipts during 2005-06 have come from 
revenue receipts, debt receipts and accruals in Public Account contributed 60 
per cent of the total revenue. 

1 Police Depan111e111; SPWD(R&B}; SPWD {Buildi11gs}; A11i11wl IJ11.1bwulry. Uvesuxlc. ffahtrie & Ve1en11ory 
S1'n°ice.1 Dep<1r111um1, Dt!pan111t111 of Mine~. Mmerols & Geology; Fi1wnre Departmem a11d SNT DiviJio11 of the 
Trn11.1por1 Depar1111eu1 
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1.5 

1.5.1 Growth of Expenditure 
Statement-12 of the Finance Accounts depicts the detailed revenue 
expenditure minor head-wise and capita l expenditure major head-wise. States 
raise resources to perform their sovereign fu nctions; maintain their existing 
nature of delivery of social and economic services, extend the network of 
these services through capital expenditure and investment and discharge their 
debt service obligations. The total expenditure of the State increased by 5 1 .23 
per cent from Rs. 818.08 crore in 2001-02 to Rs. 1,237.17 crore in 2005-06. 
The rate of increase of total expenditure (3.39 per cent) was lower than the 
rate of increase of revenue receipts (7.61 per cent) during 2005-06. 

Total expenditure of the State, its trend and annual growth. ratio of 
expenditure to the State 's GSDP and revenue receipts and its buoyancy with 
regard to GSDP and revenue receipts are indicated in Table-1.6 below: 

Table-1.6 

2004-05 2005-06 
950.27 l ,196.60 1,237.17 

3.38 25.92 3.39 
74.47 68.55 78.19 72.05 
77.26 77.74 70.44 72.05 

l.87 0.82 0.27 2.49 0.28 
l.06 • 0.94 2.07 0.45 

• RR had a negative growth. 

Total expenditure of Rs. 8 18.08 crore in 2001-02 increased to Rs. 1,237.17 
crore in 2005-06. The rate of growth of total expenditure did not show uniform 
trend as it declined from 18.36 per cent in 2001 -02 to 12.36 per cent in 2002-
03 which sharply declined to 3.38 per cent in '2003-04 and thereafter steeply 
increased to 25.92 per cent in 2004-05 and again dipped to 3.39 per cent in 
2005-06. In relative terms, the revenue and capital components have increased 
by 46.82 per cent and 64.06 per cent respectively during the period 2001-06. 
However, in absolute terms, increase was of the order of Rs. 284.28 crore in 
revenue expenditure and Rs. 135 crore in capital account during 2005-06 
compared to 2001-02. This trend indicates that the increase in capital and 
revenue expenditure was in the ratio of 1 :2.13 during the last 5 year period. An 
increase of Rs. 40.57 crore in total expenditure (3.40 per cent) during 2005-06 
over the previous year was mainly due to increase in revenue expenditure by 
Rs. 49.06 crore. 

1.5.2 Trends in Total Expenditure by Activities 
In terms of the activities, total expenditure could be considered as being 
composed of expenditure on General Services, Interest payments, Social and 
Economic Services, grants-in-aid and other contributions to institutions and 
loans and advances. Relative share of these components in total expenditure is 
indicated in Table-1.7 below: 
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Table-1.7 

Interest Pa ents 
Social Services 
Economic Services 
Loans and Advances 
Grants in aid 

(Figures in brackets represent percentages) 

Interest payments and expenditure on General Services, considered as non
developmental expenditure, together accounted for 25 per cent of total 
expenditure in 2005-06 while expenditure on Social and Economic Services 
accounted for 75 per cent. The trends in the relative share of these components 
indicate only marginal changes in their share in total expenditure during the 
period 2000-06. 

1.5.3 Incidence of Revenue expenditure 
Of the total expenditure, predominant share was that of revenue expenditure. 
Revenue expenditure is incurred to maintain the current level of services and 
payment for the past obligations and as such does not result in any addition to 
the State's infrastructure and service network. The overall revenue 
expenditure, its rate of growth, ratio of revenue expenditure to GSDP and 
revenue receipts and its buoyancy are indicated in Table-1.8 below: 

Table-1.8 
R evenue E d"t B . P xpen 1 ure: as1c t arame ers 

·,·:,;<.~'. '·'"'~'•.,.~::-;,.,,~r.•'J.~Y" ,. ·; • ' "'200:f-0% 1.i"711H'J..ll"llll ,. :; 

Revenue Expenditure 607.16 7 10.14 738.68 842.38 891.44 
(Rupees in crore) 
Non-Plan Revenue Exoenditure(NPRE) 414.49 461.11 492.36 604.36 597.24 
Plan Revenue Exoenditure(PRE) 192.67 248.03 246.32 238.02 294.20 
Rate of Growth (per cent) 
NPRE 7.94 11.49 6.55 22.75 -1.18 
PRE 23.56 28.73 -0.69 -3.37 23.60 
NPRE as per cent of TE 50.67 50.17 51.81 63.60 48.27 
NPRE as percent of RR 55.26 50.78 54.77 59.76 54.88 
R.FJGSDP 56.62 57.54 53.29 55.04 51.92 
RE as oercentage of TE 74.22 77.26 77.73 70.40 72.05 
RE as oercentage of RR 80.94 78.21 82.17 83.30 81.92 
Buovancv of Revenue Exoenditure with (per ce11t1 
GSDP 1.27 1.12 0.33 1.35 0.48 
Revenue Receipts 0.72 0.81 -4.01 1.12 0.77 

Overall revenue expenditure of the State increased from Rs. 607.16 crore in 
2001-02 to Rs. 891.44 crore in 2005-06, showing an increase of 46.82 per cent 
over the period. The trends and pauem of revenue expenditure vis-a-vis the 
normative projection made by the TFC for various components of revenue 
expenditure are given in Table-1.9. The non-plan revenue expenditure during 
the period 2001-02 to 2005-06 increased from Rs. 414.49 crore to Rs. 597.24 
crore, showing an increase of 44.09 per cent. However, the share of non-plan 
revenue expenditure (NPRE) in total revenue expenditure marginally declined 
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by 1.27 percentage points from 68.27 per cent in 2001-02 to 67 per cent in 
2005-06. The plan revenue expenditure, on the other hand, increased by 
Rs. 101.53 crore (52.70 per cent) during 2001-06 increasing its share in 
revenue expenditure from 31.73 per cent to 33 per cent during the period. 

Table-1.9 
fRuoees in crore) 

Particulars Assessed bv TFC Actua! Excess<+) I deficit(.) 
Interest payments 94.75 102.60 7.85 
Pensions 34.60 41.05 6.45 
Other general services 110.61 15.60 (-)95.01 

Social services 171.64 191.46 19.82 
Economic Services 66.67 125.66 58.99 
Total 478.27 476.37 (-) 1.90 

1.5.4 Committed Expenditure 

Expenditure ort Salaries and Wages 
Salaries alone accounted for nearly 39.15 per cent of the revenue receipts and 
47.79 per cent of the revenue expenditure of the State during 2005-06. The 
expenditure on salaries increased from Rs. 355.97 c~ore· during 2003-04 to 
Rs. 426.04 crore during 2005-06 registering an increase of 19.68 per cent as 
indicated in Table-1.10 below: 

Non- Ian Head 
Plan Head 
Asa 
Asa 
Asa 

Table-1.10 
Expenditure on Salaries 

237.71 
118.26 
26.21 
39.60 
48.19 

Ru ees in crore 
~005-06 

347.02 426.04 

260.34 320.42 
86.68 105.62 
22.68 24.81 
34.31 39.15 
41.20 47.79 

Salaries and wages accounted for 24.81 per cent of State's GSDP and 39.15 
per cent of the revenue receipts during 2005-06 as against the TFC norms of 
35 per cent. The sharp increase in salary expenditure ,was due to payment of 
arrears arising out of merger of 50 per cent of dearness allowances with salary 
to bring it at par with Central Government employees. 

Pension payments 
Payment of pension and other retirement benefits increased by 95.07 per cent 
from Rs. 21.29 crore in 2001-02 to Rs. 41.53 crore in 2005-06 as indicated in 
Table-1.11 below: 
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Table-1.11 
(Rupees in crore) 

Year Expenditure Percentage to total RR Percentage to total GSDP 

2001-02 21.29 5.54 1.98 
2002-03 29.18 3.21 2.37 
2003-04 39.82 4 .43 2.87 
2004-05 30.77 3.04 2.01 
2005-06 41.53 3.82 2.42 

Payment of pension and other retirement benefits as a percentage of GSDP 
also increased from 1.98 in 2001-02 to 2.42 in 2005-06. 

Pension payments registered an increase of 35 per cent in 2005-06 over 2004-
05 primari ly due to (i) increased number of retirees i.e. 280 against 210 in the 
previous year (2004-05) and (ii) payment of arrears on account of merger of 
50 per cent of dearness allowances as dearness pay in the pay structure which 
was introduced by the State Government with effect from April 2004. 

Interest paymerzts 
Interest payments and percentage of interest payment with reference to 
revenue receipts and revenue expenditure were as shown in Table-1.12 below: 

Table-1.12 
(Rupees in crore) 

Year ' Total Interest Percentage of interest paY.Jllent with 
Revenue payments I• reference to , 
Receipts Revenue Receipts ' Revenue •· Exnenditure ), 

2001-02 750.09 84.16 11.22 13.86 
2002-03 908.04 89.53 9.86 12.61 
2003-04 898.93 92.50 10.29 12.52 
2004-05 1,011.29 99.19 9.81 11.77 
2005-06 1,088.20 102.60 9.43 11.51 

Interest payments increased by 22 per cent from Rs. 84.16 crore in 2001-02 to 
Rs. 102.60 crore in 2005-06 primarily due to increase in borrowings. The 
interest payments of Rs. 102.60 crore in 2005-06 pertained to Internal Debt 
(Rs. 45.21 crore), loans received from Central Government (Rs. 37.06 crore) 
and Small Savings, Provident Fund, etc. (Rs. 20.33 crore). 

Subsidies 
The trend in the subsidies given by the State Government is shown in Table-
1.13 below: 

Year Amount 
(Rupees in crore) 

2001-02 0.73 
2002-03 5.36 
2003-04 7.07 
2004-05 8.23 
2005-06 10.06 

Table-1.13 
Subsidies 

Percentage Increase(+)/ 
decrease (-) over previous year 

(-)270 
634 
32 
18 
22 
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Payment of subsidies steadily increased by 1278 per cent from Rs. 0.73 crore 
in 2001-02 to Rs. 10.06 crore in 2005-06. Percentage of subsidies also 
increased from 0.09 to 0.81 from 2001-02 to 2005-06. The major portion of 
expenditure on subsidies was on accou nt of issue of subsidised rice and wheat 
under public distribution system (94.76 per cent) to the families li ving below 
the poverty line, followed by assistance to co-operatives (2.62 per cent) and 
manure and fertilisers (2.47 per cem) to farmers. 

1.6 

1.6.l Quality of Expenditure 
The avai labil ity of better social and physical infrastructure in the State reflects 
its quality of expenditure. Therefore ratio of capital expenditure to total 
expenditure as well as to GSDP and proportion of revenue expenditure being 
spent on running the existing social and economic services efficiently and 
effectively would determine the quality of expenditure. Higher the ratio of 
these components to total expenditure and GSDP, better is the quality of 
expenditure. Table-1.14 below gives these ratios during 2000- 01 to 2005-06. 

Table-1.14 
Expenditure on Social and Economic Services 

(Rs. in crore) 
2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 

Caoital Exoendi ture 150.92 2 10.73 208.98 21 1.49 353.54 345.73 
Revenue Exoenditure 539 .92 607.16 710.14 738.68 842.38 891.44 
Of which 
Social and Economic Services with 
(i) Salary & Wage comoonent 180.49 185.20 206.92 248.32 262.18 323.49 
(ii) Non-Salary & Wage 338.62 435.76 467.43 442.28 657.73 609.04 
comoonent 
As oer cent of Total Exoenditure 
Caoital Exoenditure 2 1.85 25.77 22.74 22.26 29.56 27.95 
Revenue Exoenditure 78.15 74.23 77.26 77.74 70.44 72.05 

Revenue expenditure continues to have a dominant share in total expenditure, 
which is nearly 72.05 per cent in 2005-06. Though the increase of Rs. 49.06 
crore in revenue expenditure during 2005-06 over that of 2004-05 was 
minimal (5 .82 per cent), it increased by 65.11 per cent over 2000-01. The 
increase of Rs. 49.06 crore in revenue expenditure in 2005-06 over 2004-05 
was due to increase of Rs. 27.75 crore (10.69 per cent) on general services, 
Rs. 3 1.14 crore (10.16 per cent) on social services and decline of Rs. 9.83 
crore (3.56 per cent) on economic services. The share of capital expenditure to 
total expenditure showed fluctuating trend during 2000-06 and ranged 
between 21.85 per cent and 29.56 per cent respectively during 2000-01 and 
2005-06. 

1.6.2 Expenditure on Social Services 
Given the fact that the human development indicators such as access to basic 
education, health services and drinking water and sanitation facilities etc. have 
a strong linkage with eradication of poverty and economic progress, it would 
be prudent to make an assessment with regard to the expansion and efficient 
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provision of these services in the State. Table-1.15 summarises the 
expenditure incurred by the State Government in expanding and strengthening 
the social services in the State during 2000-06. 

Table-1.15 
Expenditure on Social Services 

2000-01 2001-0Z 2002-03 
Education, Soorts, Art and Culture 
Revenue Exoenditure 113.78 121.47 134.02 
Ofwhic/1 
(a) Salaries & Wage Component 101.66 101.65 114.60 
(bJ Non-salaries & wai?e component 12.12 19.82 19.42 
Capital Exoenditure 20.31 30.97 27.17 
Health and Familv Welfare 
Revenue Expenditure 31.73 36.98 39.91 
Of which 
(a) Salaries & Wage Component 20.38 20.38 26.29 
(b) Non-salaries & wage comoonent 11.35 16.60 13.62 
Capital Expenditure 2.99 4.40 3.33 
Water Suooly, Sanitation, Housing and Urban Develooment 
Revenue Exoenditure 25.47 36.94 31.86 
Of which 
(a) Salaries & Wage Com!Xment . 2.99 4.64 5.84 
(b) Non-salaries & wage comoonent 22.48 32.30 26.02 
Capital Expenditure 25 .74 25.96 48.95 
Other Social Services 
Revenue Expenditure 21.51 31.27 32.95 
or which 
(a) Salaries & Wage Component 3.12 3 .67 5.15 
(b) Non-salaries & wage component 18.39 27.60 27.80 
Capital Expenditure 1.29 - -
Total Social Services 
Revenue Expenditure 192.49 226.68 238.74 
Ofwlrich 
(a) Salaries & Wage Component 128.14 ·130.34 139.83 
(b) Non-salaries & wage component 64.35 96.33 98.91 
Capital Expenditure 50.33 81.58 83.66 

Source: Demand for Granls 

(Rs. ;,, crore) 
2003-04 2004-05 2005-06 

142.67 160.40 198.00 

116.81 138.53 171.30 
25.87 21.87 26.70 
31.48 29.47 24.95 

38.95 53.55 51.89 

27.75 30.35 37.41 
11.20 23.20 14.48 
3.86 3.41 7.94 

42.27 42.17 38.13 

28.58 7.84 9.20 
13.69 34.33 28.93 
60.81 96.80 75 .95 

38.96 50.52 49.77 

6.62 7.39 8.85 
32.34 43.13 40.92 

1.29 1.96 0.13 

262.85 306.64 337.79 

179.75 184.l l 226.76 
83.10 122.53 111.03 
97.44 131.64 108.97 

Out of the development expenditure (revenue and capital expenditure on social 
and econ01ruc services) of Rs. 932.53 crore during 2005-06, social services 
accounted for about 47.91 per cent (Rs. 446.76 crore). Expenditure on 
Education~ Sports, Art & Culture, Health & Family Welfare, Water Supply & 
Sanitation, Urban Development & Housing constituted about Rs. 396. 86 crore 
(88.83 per cent) of expenditure on social sector. 

The trends in revenue and capital expenditure on social services aurmg 2000-
06 revealed that the share of capital expenditure remained static at around 24 
per cem which indicated that the revenue expenditure was dorrunant. Of the 
revenue expenditure on social services, the share of salary · and wage 
component has increased from 60.04 per cent in 2004-05 to 67 .13 per cent in 
2005-06 implying less expenditure on non-salary component including on 
their maintenance which might result in a deterioration in quality of social 
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sector services. The non-salary and wage expenditure on social services has 
decreased by 9.39 per cent (Rs. 11.51 crore) during 2004-06 from Rs. 122.53 
crore in 2004-05 to Rs. 111.02 crore in 2005-06. Within the social sector, 
al though the non-salary and wage component continues to have a dominant 
share in respect of Water Supply and Sani tation, Housing and Urban 
Development, Art and Culture, high salary and wage expenditure during 2000-
06 under Health and Family Welfare and Education, without a commensurate 
increase in non-salary component might have a reflection on the quality of 
education and health services. 

1.6.3 Expenditure on Economic Services 
T he expenditure on Economic Services incl udes al l such expenditures which 
are applied, directly or indirectly, to promote productive capacity within the 
States' economy. The expenditure on economic services (Rs. 485.77 crore) 
accounted for 39.27 per cent of the total expenditure (Table-1.16) during 
2005-06. Of this, Agriculture and Allied activities, Irrigation and Flood 
Control, Energy and Transport consumed nearly 77 per cent of the 
expenditure. 

Table-1.16 
Expenditure on Economic Ser vices 

2000-01 2001-02 2002-03 2003-04 
Al!riculture. Allied Activities 
Revenue Expenditure 59.81 69.40 71.73 69.49 
Of which 
(a) Salaries & Wae.e Comoonent 21.32 29.22 31.14 33.21 
(b) Non-salaries & wage comPonent 38.49 40.18 40.59 36.27 
Capital Expenditure 5.33 5.70 3..00 1.72 
lrrie.a tion and Flood Control 
Revenue Expenditure 16.48 15.91 19.00 13.56 
Of which 
(a) Salaries & Waf!.e Comoonent 1.30 1.43 1.93 2.30 
(b) Non-salaries & wae.e comoonent 15.18 14.48 17.o? 11 .26 
Capital Expenditure 3.07 5.16 2.91 1.64 
Power and Enerl!V 
Revenue Expenditure 25.87 26.75 50.67 36.35 
Of which 
(a) Salaries & Wa2e Comnonent 10.82 11.16 11 .87 12.60 
(b) Non-salaries & wa2e comnonent 15.05 15.60 38.80 23.75 
Capital Exoenditure 32.35 49.69 53.83 43.78 

Transport 
Revenue Expenditure 32.9 1 37.84 44.7 1 41.68 
Of which 
(a) Salanes & Wage Comoonent 12.07 12.71 13.52 13.79 
(b) Non-salaries & waf!.e comoonent 20.84 25.13 31.19 27.89 
Capital Expenditure 40.25 55.65 39.62 40.36 
Total Economic Services 
Revenue Exoendirure 180.16 183.56 238.12 229.03 
Of which 
(a) Salaries & Wage Comoonent 52.35 54.86 67.09 71.56 
(b) Non-salaries & wae.e comoonent 127.81 128.70 171 03 157.47 
Capital Expenditure 96. 13 129.15 113.83 101.28 

So11rce: Demand for Grants 
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(Rs. in crorel 
2004-05 2005-06 

86.70 100.52 

40.30 44.75 
46.40 55.77 

3.94 5.11 

6.76 8.56 

2.50 2.49 
4.26 6.07 
2.45 1.95 

92.20 41.89 

14.52 17.41 
77.68 24.48 
99.58 88.02 

51.73 42.72 . 

14.05 18.29 
37.68 24.43 
71.74 71.47 

276.23 266.39 

78.07 96.73 
198.15 169.65 
205.41 219.38 
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The expenditure on Economic Services during 2005-06 (Rs. 485.77 crore) 
accounted for 39.27 per cent of the total revenue and capital expenditure. The 
non-salary and wage expenditure on Economic Services has declined by 
Rs. 28.50 crore (14.38 per cent ) during 2004-06 i.e. from Rs. 198.15 crore in 
2004-05 to Rs. 169.65 crore in 2005-06 indicating low priority accorded to the 
maintenance of services. On the other hand, the share of salary and wage 
components increased by 23.90 per cent from Rs. 78.07 crore in 2004-05 to 
Rs. 96.73 crore in 2005-06 indicating increasing committed revenue 
expenditure. 

1.6.4 Financial Assistance to Local Bodies alld other Institutions 
The quantum of assistance provided by way of grants (Rs . 34.56 crore) to 
different local bodies, cooperative societies etc, during the five year period 
2001-06 is presented in Table-1.17 below: 

Table- 1.17 
Financial Assistance 

(Ruoees i11 crore) 
2001-02 2002-03 2003-04 2004-05 ~005-06 

Zilla Parishads and o ther Panchayati Raj 2.42 4.47 24 .05 6.91 21.77 
Institutions 
Coooerative Societies 0.45 0.89 0.34 2.65 0 .96 
Universities and Educauonal Ins titutions 2 .68 1.82 0 .97 l.35 1.05 
Others (including State Housing Corporation) 6 .52 0.62 11 .78 11 .64 10.78 
Total 12.o7 7.80 37.14 22.55 34.56 
Percentage of increase (+)/decrease (-) over 43.86 (-)35.38 376. 15 (-) 60.72 
previous vear 
Assistance as a percentage of revenue 0.04 - 3.14 1.3 1 
expenditure 

The total assistance at the end of 2005-06 had grown by 186.33 per cent over 
the level of 2001-02 primarily owing to increased allocation to Gram 
Panchayats by the State Government. The assistance to local bodies as a 
percentage of total revenue expenditure increased from 0.04 per cent in 
2001-02 to 1.96 per cent in 2005-06. 

1.6.5 Delay in furnishing utilisation certificates 
At the end of September 2006, 80 utilisation certificates (UCs) for grants 
amounting to Rs. 3.95 crore released upto March 2006 were outstanding from 
Departments as detailed below: 

Table -1.18 

SI.No Department J'liumber or UCs out.standing Amount 

53.25 

l.96 

<Ruoees in crorc) 
I Panchaya1i Raj and Rural Dcvelopmenl 18 0.27 
2 Others 62 3.68 

Total 80 3.95 

1.6.6 Abstract of performance of autonomous bodies 
The Audit of accounts of 23 bodies in the State has been encrusted to the 
Comptroller and Auditor General of India. The position of finalisation of 
accounts and Audit of autonomous bodies is indicated in Appendix-VJ. 
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1.7 Assets and liabilities 

In the Government accounting system, comprehensive accounti ng of the fixed 
assets like land, buildings etc, owned by Government is not done. However, 
Government accounts do capture the financial li abilities of the Government 
and the assets created out of the expenditure incurred by the Government. 
Appe11dix-ll gives an abstract of such liabilities and the assets as on 3 l March 
2006, compared with the corresponding position on 31 March 2005. While the 
liabi lities in this statement consist mainly of internal borrowings. loans and 
advances from the GOI and receipts from the Public Account and Reserve 
Funds, assets comprise mainly capital outlay, loans and advances given by the 
State Government and cash balances. Appe11dix-II shows that while the 
liabilities grew by 6.78 per cent, assets increased by 11 .38 per cent. Liabi lit ies 
had full back up of assets as defined. The liabi litie of Government of Sikkim 
depicted in the Finance Accounts, however, do not incl ude pension and other 
retirement benefits payable to retired State employees. Abstract of receipts and 
disbursements for the year 2005-06, Sources and Applications of funds and the 
Time Series Data on State Government Finances for the period 2001-06 are 
given in Appendices Ill, IV and V respectively. 

1. 7. 1 Incomplete projects 
As of March 2006, there were 149 incomplete projects in which Rs. 3 13.16 
crore were blocked as given in Table-1.19. 

Table-1.19 
(Rs. ill Crore l 

Department Number of /11iJial Revised Cum. Actual 
i11complete budgeted total cost Exp. (As 011 

Proiect cost of Proiect 31.3.20061 
Human Resources Develooment DeoartmcnL 77 2 1. 13 21.62 12.53 
Building & Housing Departmeni 14 44.13 44.99 17.73 
Urban Devcloomeni and Housin2 Deoartment 16 109.32 109.32 9.31 
Heal th Care, Human Services and Family 19 8.69 8.69 4.00 
Welfare DepartmenL 
Ener2v and Power Deoartmeni 14 313.81 434.23 268.87 
Irn2ation & Flood Control Deoanment 9 38.42 38.42 0 .72 
Total 149 5355 657.27 313.16 

Source: Information f urnished by respective deparlments to A&E office d11ri11g the course of 
preparaJion of Finance Accounts 

T here was cost overrun of Rs. 121.77 crore in 149 incomplete projects 
indicating 22.74 per cent of the initial budgeted cost. 

1.7.2 Departmental Commercial Undertaking 
Activities of quasi-commercial nature are performed by certain Government I 
Departmental Undertakings. These undertakings are required to prepare 
Proforma Accounts annually in prescribed formats showing the results of 
financial operations, so, that Government can assess their functioning . The 
Heads of Departments in Government are to ensure that undertakings funded 
by budgetary releases prepare the accounts in time and submi t them to 
Accountant General for Audit. 
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As of 3 1 March 2006, there were two departmenta lly managed commercial 
and quasi-commerciai undertaki ngs under che control of Government of 
Sikkim. However, the preparation of Proforma Accounts for one unit was in 
arrears for two year as follows: 

Table-1.20 

SI. Name or depa rtmentally DUIJllljled commercial and Proforma Accounts Profocma Accounts 
So. ounsi-commercial undertnldnl!s receh-ed UPIO due 

I. Tem1 Tea Bo:lfd 2004--05 . 
2. Governmem rru1t Preservation Factory 2002--03 2003--04 

2004--05 

1.7.3 Investments and returns 
As on 31 March 2006, Government had in vested Rs. 82.48 crore in its 
Statutory Corporations, Government Companies, Joint Stock Companies and 
Co-operative Societies. Government' s return on this investment was less than 
1. 19 per cent in the last three years. With an average inceresc rate of 9 .57 per 
cent being paid by Government on its borrowings, the average annual subsidy 
amounted to 8.39 per cent and the implici t subsidy during the period 2003-06 
was Rs. 19.70 crore. 

Table -1.21: Return on Investment 

2003-0-i 200-i-05 2005-06 Aver:ll!e 

l n~estment (Rupu.1 i11 aorl!) 75.63 77.46 82.48 78.52 
Returns (R11pee1 i11 rrore) 0.74 0.92 1.1 4 0.93 
Pcrcental!e of return 0.98 1.1 9 1.38 1.18 
A vera~e interest rate paid bv Government 10 32 9.29 9.10 9.57 

Difference between 1ntcr~t rate and return 9.34 8. 10 7.72 8.39 
Implicit subsidy (Rupu.1 in crore) 7.06 6.27 6.37 6.57 

Financial performance of the Corporations and Government Companies is 
detailed in Appendix-XVII. 

1.7.4 Loans and advances by State Government 
In addi tion to investments in Co-operatives, Corporations and Companies, 
Government has also been providing support in terms of loans and advances to 
many of these bodies. Total outstanding balance as on 31 March 2006 was 
Rs. 6 .08 crore. In terest on these was not received in any of the years 2001-06 
(Ta ble-1.22). Total implicit subsidy during 2001-06. on such loans was 
Rs. 3.66 crore. 

Table-1.22 
A veragc interest received on loans advanced by the State Government 

Ruoees in crore) 
2001-02 2002-03 2003-04 2004..0.S 2005-06 

Opcnin~ Balance 8.45* 7.50 6.28 5.30 6.22 
Amount advanced dunnl! the year 0 19 0.06 0. 10 0.68 -
Amount rc:paid dun ng the year I 14 1.28 I.OS (-) 0.24 0. 14 
Closine Balance 7.50 6.28 530 6.22 6.08 
Net nddilion (-) 0.95 (· ) 1.22 (·) 0.98 0.92 0.14 
Interest Received N1~ Nil Nil Nil Nil 
Interest Received a~ pcrcenta~e 10 Loans advanced Ni l Nil Ntl Nil Nil 
Weighted Interest Rate (in per rem) p:iid on 

10.% 10.70 10.09 9.57 8.35 
borrowmes b\ State Government 
Averaee interest paid by the State (per cem) 12. 14 11.47 10.32 9.29 9. 10 
Difference between Weighted interest paid and 

10.96 10.70 10.09 9.57 8.35 
rece1 vcd (nu re/I/) 
lmolicn subsidy 109 0.86 065 0.49 0.57 

•The mriatim1 of ope11111g balance/or 2001-02 i1 d111• ta proforma correction in the Fmance Acco1111ts. 
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Interest received was negligible during 2001-06 primarily because loans and 
advances granted to statutory corporations/ Government companies had failed 
to pay the interest Considering the scenario, it is unlikely that the State will 
achieve the targeted rate of growth of 7 per cent in interest receipts by the 
te rminal year (2009- 10) on outstanding loans and advances as recommended 
by the TFC. 

1.8 Undischarged liabilities 

1.8.1 Fiscal liabilities - Public debt and Guarantees 
There are two sets of li abil ities, namely, public debt and other liabilities. 
Public debt consists of internal debt of the Stale and is reported in the Annual 
Financial Statements under the Consolidated Fund - Capital Accounts. ll 
inc ludes market loans, specia l securities issued by RBI and loans and advances 
from Central Governmenl. The Constitutio n of India provides that a Stale may 
borrow, within the territory of India, upon the security of its Consolidated 
Fund, w ithin such limits as may from time to time be fixed by the Act of its 
Legislature and give guarantees within such limits as may be fixed. However. 
no such law has been passed by the Stme to lay down any such limil. Other 
liabi lities, which are a part of Public Account, include deposits under small 
savings scheme, provident funds and other deposits. Table-1.23 below gives 
the fiscal liabilities of the State, its rate of growth, ratio of these liabilities to 
GSDP, revenue receipts and own resources and the buoyancy of these 
liabilities with respect to these parameters. 

Table-1.23:Fiscal Liabilities-Basic Parameters 

2001-02 2002-03 2003-0-i 20~-0S 2005-06 
Fiscnl Li:ib1li11cs (runee1 i11 crore)• 806.06 867.68 966.45 1,107.07 1,350.87 
Rate of Growth (ncr ce111) 10.51 7.64 1138 14.55 22.02 
Ratio of Fiscal Liabilities to 
GSDP(ver rem) 75.17 70.30 69.7:! 7:2.:\4 78.68 
Re\enuc Rece1Pts (11u 1·e111) 107.46 95.56 107.51 10947 124 14 
Own Resources (pu ct111) 532.02 348.62 475.99 484.90 118.78 
Uuoyanc1• of Fiscal Liabilities to 
GSDP(r:nio) 107 0.51 0.92 140 1.81 
Revenue Recc10LS(r:11io) 1.38 0.44 0.54 -14.50 2.90 
Own resources (ratio) 0.67 0.12 -02 1 0.07 8.76 

•J11c/11de .~ mtemal debt, loanv a11d adm11co from GO/ and other ob/1gat10111 

Overall fi scal liabilities of the State increased from Rs. 806.06 crore in 2001-
02 to Rs. 1,350.87 crore in 2005-06 with an average growth rate of 22.02 per 
cent during 2001-06. The ratio of these liabi lities to GSDP increased from 
75.17 per cent in 2001-02 to 78.68 per cent in 2005-06. The buoyancy of 
these liabilities with respect to GSDP during the year was 1.81 indicating that 
for each one per cent increase in GSDP, fisca l liabi lities grew by 1.81 per 
cent. 

1.8. 2 Status of guarantees - Contingent liabilities 
Guarantees are liabilities con tingent on the Consol idated Fund of the State in 
case of default by the borrower for whom the guarantee has been extended. 
Position of guarantee during the las t 5 years was as under: 
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Table-1.24 
(R u11us m crore) 

Ytar MuilreM"' tuJU>llltl 1tuaranJeed QrushlNJj- lt."""'11Ut 
2001-02 Nil 95.70 
1002-03 Nil 95.70 
2003-04 Nil 86. 10 
2~5 88 10 82.47 
2005-06 84.47 84.47 

Government has guaranteed loans raised by various Corporations and others. 
Al the end of 2005-06 outstanding guarantee stood at Rs. 84.47 crore which 
showed an increase over the previous year. No Jaw under Article 293 of the 
Constitution had been passed by the State Legislature laying down the 
maximum limit within which Government may give guarantees on the security 
of the Consolidated Fund of the State. 

1.8.3 Debt Stabilisation and its Sustainability 
Debt sustainability is defined as the ability to maintain a constant debt-GDP 
ratio over a period of time and also the sufficiency of liquid assets to service 
the debt. In simple terms, public debt is considered sustainable as long as the 
rate of growth of income exceeds the interest rate or cost of public borrowings 
subject to the condition that the primary balance is either positive or zero. 
Given the interest rate spread (GSDP growth rate - interest rate) and quantum 
spread (Debt*interest rate spread), Debt sustainability condition states that if 
quantum spread together with primary deficit is zero, Debt-GSDP ratio would 
be constant or sustainable. On. the other hand, if PD persistently exceeds QS, 
Debt-GSDP ratio would eventually rise and PD with QS is positive, debt
GSDP ratio would fall in coming yeru;s. 

Table-1.25 
D S ebt ustalWlbility- interest Rate row m otr ctnt and GSDP G th (' 

2111.U 2ea.cD 20U-M~ 1•2*'°5'. l•·aes.G6 
Outstanding Debts 806.06 867.68 966.45 1, 107.07 1,350.87 
Interest Payment 84.16 89.53 92.50 99.19 102.60 
Avera2e Interest Rate oa1d bv the Government 12.14 11.47 10.32 9.29 9 .10 
Weighted Interest Rate• 10.96 10.70 10.09 9.57 8.35 
GSDPGrowth 9 .84 15.09 12.31 10.40 12. 19 
Interest soread (-) 1.13 4 .40 2.22 0.84 3.84 
Quantum Spread (Rs. in c rore) (-)9.11 38.18 21.46 9.30 51.87 
Primary Deficit (Rs. in c rore) 17.31 79.67 42.24 86.36 46.23 

• 1ntere.11 Payment/ {(Amount of previou.Y year·~ Fiscal Uobilitie.r + Current year's FiJcal liabilities) nJ• /00. The 
declmin,q trend is due to (i) fall in average mtere.1t rate paid by the Government and (ii) lower rate of increase in the 
q11antum of i11tere11 payment w compared to the rate of increau i11 the quantum of outstanding debt. 

S ustainability embodies concern about not only the ability of the State to 
service its debt but also to its stabilisation in terms of GSDP ratio. Debt would 
therefore be sustainable only if it stabilises and the borrowings are used for 
adding to the productive capacity of the economy so that adequate funds are 
generated to service the debt. Table-1.25 reveals that primary deficit together 
with quantum spread was negative in four out of five years during 2000-06. It 
was only during 2005-06 that positive quantum spread exceeded the primary 
defic it, the impact of which might be reflected in coming years if this 
favourable condition continues to persist. Since the State has surplus in its 
revenue account, debt could be sustained in the short run but for its long term 
sustainability, the necessary condition would be that borrowed funds should be 
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able to generate adequate incremental revenue receipts to service their debt 
obligations. 

1.8.4 Net Availability of Funds 
Another important indicator of debt sustainabili ty is the net availability of 
borrowed funds after payment of principal and interest. Table-1.26 below 
gives the position of receipts and re-payment of internal debt and other fiscal 
liabilities of the State over the last five years. The net funds available from 
total receipts on account of public debt, loans and advances from GOT and 
other debt receipts (including Public Account) was 10.53 per cent in 2005-06 
as against 12.10 per cent during 2001 -02, as depicted in the following table. 

Table -1.26 
' Net Availability of Borrowed Funds 

(Ruoees i11 crore ) 
... ~"' ., 2001-82 2002-03 2003-04 2004-05 2005--06 

Internal debt 
Receiots 39. 10 34.81 75.96 110.32 122.07 
Reoayment (Princioal +Interest) 37.83 45.33 59.96 88.69 65.56 
Net Funds Available 1.27 (-)10.52 16.00 21 .63 56.51 
Net Funds A vailablc (per cent) 3.25 - 21.07 19.61 46.29 
Loans and advances from G-01 
Receipts 52.27 43.73 61.06 82.67 22.99 
Reoavment (Principal+ Interest) 60.49 64.7 1 97.83 72.73 49.11 
Net Funds Available (-)8.22 (-)20.98 (-)36.77 9.93 (.) 26. 12 
Net Funds Available (per cent) - - - 12.01 --
Other obli2ations 
Receiots 92.09 114.85 65.09 69.79 73.81 
Repayment (Princioal +Interest) 62.94 81.12 86. 12 98.76 81.15 
Net Funds Available 29. 15 33.73 (-)21.03 (-) 28.97 (.)7.34 
Net Funds Available (oer cent) 31 .65 29.37 - - -
Total llabilities 
Receipts 183.46 193.39 202. 11 262.77 218.87 
Repayment (Principal + Interest) 161.26 191.16 243 91 260.18 195.82 
Net Funds Available 22.20 2.23 (-)41.80 2.59 23.05 
Net Funds Available (/}er cent) 12.10 1.15 - 0.99 10.53 

Deficit in Government accounts represents the gap between its receipts and 
expenditure. The extent of the deficit is an indicator of the prudence of fiscal 
management of the Government. Further, the manners in which the deficit is 
financed and the resources raised are applied are important pointers to its 
fiscal health. 

Fiscal deficit representing the total borrowings of the Government and the 
total resource gap increased from Rs. 66.85 crore in 2001-02 to Rs. 148.83 
crore in 2005-06 (Table-1.27). 

Table-1.27: Fiscal Imbalances- Basic Parameters 

Prim:ir Deficit/Su 
FD/GS DP 
PDIGSDP 

(Negative figures indicate deficit) 
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The revenue account of the Stale presents the trends in its revenue expenditure 
and revenue receipts over a definite time period. The revenue account of the 
State had exhibited consistent improvement during the period 2000-06 as the 
State had not on ly maintained revenue surplus but its surplus position has 
improved during the last two years. An increase of Rs. 28 crore in revenue 
surplus during the current year was mainly on account of enhancement in 
revenue receipts by Rs. 77 crore due to increase in tax revenue (Rs. 30 crore) 
and State's share in Central pool of taxes and duties (Rs. 75 crore) as against 
the increase of Rs. 77 crore in revenue expenditure during 2005-06 over the 
previous year. However, despi te a revenue surp lus of Rs. 169 crore in 2004-
05, fiscal deficit has increased steeply over the previous year primaril y on 
account of an increase of Rs. 142 crore (67 per cent) in capital expenditure 
during 2004-05 over the previous year. The momentum in capical expenditure 
continued in 2005-06 as it was maintained almost at the level of 2004-05. As a 
result, despite a revenue surplus in 2005-06, fiscal deficit continues to persist 
although it decl ined by about 20 per cent from the level of 2004-05. Although 
interest payments have cons istently increased during the period 2000-06, the 
behaviour of primary account cou ld largely be explained by the trends in 
revenue receipts affecting the primary revenue balance, non-intere t revenue 
expenditure and capital expenditure during the period. 

1.10 Fiscal ratios 

The finances of a State should be sustainable, nexible and non-vulnerable. 
Table-1.28 below presents a summarised position of Government finances 
over 2001-06, wi th reference to certain key indicators that help in assessing 
the adequacy and effectiveness of available resources and their applications, 
highlight areas of concern and capture its important features. 

Table -1.28: I ndirators of Fiscal Health (in per cent) 

Fiscal Indicators 2001-02 2002-03 2003-04 2004-0S 2005-06 

I. Resource Mobilisation 
Revenue Receipts/ GSDP 69.95 73.57 64.85 66.08 63.38 
Revenue Buoyancy 1.76 I 40 • 1.20 0 .62 
Own taYJ GSDP 2.33 207 0.19 0.80 2. 12 
II Exrienditure Mana2cmcnt 
Total Exoenditure/GSDP 76.29 744 7 68.55 78.19 72.05 
Total Expenditu re/ Revenue 91.69 98.79 94.60 84.5 1 87.96 
Receipts 
Revenue Expenditure/ Total 74.23 77.26 77.74 70.44 72.05 
Expendi ture 
Salary Expenditure on Social and 30.50 29.14 33.62 3 1.12 36.29 
Economic Services/RE 
Non-Salary Expenditure on Social 71.77 65.82 59.87 78.08 68.3 1 
and Economic Services/RE 
Capital Expenditure/ Total 25.77 22.74 22.26 29.56 27.95 
Expenditu re 
Capital expenditure on Social :ind 25.76 21.49 20.91 28.17 26.54 
Economic Services/Total 
Expenditure 
Buoyancy of TE with RR 1.06 •• 0 .94 2.07 0.45 
Buoyancy of RE with RR o.n 0.8 1 (-)4.01 1.12 0.77 
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III. Manaeement of Fiscal Imbalances 
Revenue Surplus (Rupees i11 crore) 142.93 197.90 160.25 168.91 196.76 
Fiscal Defi cit (Rupees i11 crore) (-) (-) ( -) (-) ( -) 

66.85 9 .86 50.26 185 .55 148.83 
Primary Deficit/Surplus (Rupees i11 17.3 1 79.67 42.24 86.36 46.23 
crore) 
Revenue Deficit/ Fiscal Deficit $ $ $ $ $ 
IV. Management of Fiscal Liabilities (FL) 
Fiscal Liabilities/ GSDP 75. 17 70.30 69.72 72.34 78.68 
Fiscal Liabilities/ RR 107.46 95.56 107.51 109.47 124.14 
Buoyancy o f FL with RR 1.38 0.44 0.54 (-)14.50 2.90 
Buoyancy of FL with OR 0.67 0. 12 (-)0.2 l 0.07 8.76 
Primary defici t vis a vis quantum 17.3 1/ 79.67/ 42.24/ 86.36/ 46.23/ 
spread (-) 9.11 38. 18 21 .46 9.30 51 .87 
Net Funds Available 12.10 1.15 - 0.99 10.53 
v. Other Fiscal Health Indicators 
Return on Investment 0.02 2.53 0 .98 1.19 l.38 
BCR (Rupees i11 crore) (-)38.83 77.84 (-) 15.64 (-) 15.77 

101.78 
Financial Assets/ Liabilities 1.73 1.88 1.97 l. 13 2.0 
•Rate of 11mw1/t of Revenue Rere1p1~ wru 11ega11ve. • • Ra1e of growth of expf11d11ure wa1 lll!Jllllll't!. $ Stute fwd u 
revenue surplus in al/ tlte~e )'t!ars 

The ratio of own taxes to GSDP had shown continuous decl ine from 2.33 in 
2001-02 to 0.19 in 2003-04 and thereafter an increasing trend from 0.80 to 
2 .12 during 2004-06. The ratio of revenue receipts to GSDP showed inter-year 
variations during 2001 -06. Revenue expenditure comprised 72 per cent of 
total expenditure in 2005-06 leaving very little for capital formation or asset 
creation. Fiscal deficit over the last five years indicated growing fiscal 
imbalances of the State. 

The net availability of funds from its borrowings was very negligible due to a 
larger portion of these funds being used for debt servicing. The State' s 
insignificant return on investment indicated huge implicit subsidy and 
utili sation of high cost borrowing for investments that yielded little. 

The fi scal health of the State as reflected in terms of trends in key fiscal 
parameters- RD, FD & PD has shown a sign of improvement during 2005-06 
over the previous year. However, the State finances are heavil y dependent on 
Central transfers, which account for about 76 per cent of its revenue receipts 
and helped the State Government to maintain revenue surplus duri ng the 
period 2000-06. Although the State had maintained revenue surplus 
throughout the period 2000-06, fi scal defi cit not only persisted during the 
period but it has increased steeply during the last two years primaril y on 
account of substantial step up in capital expenditure duri ng these years. The 
State's own resources mobilised in the form of its own tax revenue and non
tax revenue during 2005-06 being much lower than the normative projections 
made by the TFC indicates the large potential of raising them by exploiting 
untapped sources of revenue available in the State. On the other hand, the 
increasing fiscal liabilities accompanied by persistent fiscal deficit and 
primary deficit together with quantum spread being negative during most of 
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the years might result in a cycle of deficit, debt and debt service payments, 
unless suitable measures are taken to arrest the persistent increase in fiscal 
liabilities. Besides, zero rate of return on Government investments and 
inadequate recovery of cost on loans and advances also adversely affected the 
fiscal position of the State. In this context, an efficient and productive use of 
funds would be of critical importance both from the point of view of putting 
the State' s economy in the high growth trajectory and providing qualitative 
social and economic services to the people and in enhancing the ability of the 
Government to meet its financial liabilities that wi ll become due in future. 
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CHAPTER-II 
ALLOCATIVE PRIORITIES AND APPROPRIATION 

' ~ 

2.1 Introduction 

The Appropriation Accounts prepared annually indicate capita l and revenue 
expenditure on various specified services vis-a-vis those authorised by the 
Appropriation Act in respect of charged as well as voted items of the budget. 

Audit of Appropriations by the Comptroller and Auditor General of India seeks 
to ascertain whether the expenditure actually incurred under various grants was 
within the authori sation given under the Appropriation Act and that the 
expenditure requi red to be charged under the provisions of the Constitution was 
so charged. It also ascertains whether the expenditure so incurred is in 
conformity wi th the Jaw, relevant rules, regulations and instructions. 

I 2.2 Summary of Appropriation Accounts 

The summari sed position of actual expenditure during 2005-06 against 44 
grants I appropriations (42 Grants and 2 Appropriations) are indicated in Table-
2.1: 

Table-2.i 
(Ruoees in crore) 

Original Supplementary Actual Saving (-)/ 
Name of Expenditure grant/ grant/ Total expenditure Excess(+) 

A oorooriation A ooropriation 
I. Revenue 1,667.26 76.18 1,743.44 1,661.40 (-)82.04 

Voted II. Capital 41 6.37 107.25 523.62 345.73 (-) 177.89 
III. Loans and 0. 15 Nil 0. 15 Nil (-) 0.15 

Advances 
Total Voted 2,083.78 183.43 2,267.21 2,007.13 (-)260.08 

1V Revenue _ _ 17.43 Nil 117.43 120.87 (+) 3.44 
Charged V. Capital Ni l Nil Nil Nil Nil 

VI. Public Debt 45.58 Nil 45.58 32.39 (-) 13.19 
Total Charged 163.01 Nil 163.01 153.26 (-) 9.75 
Appropriation 
to Cnntingency Nil - - - - -
Fund (if any) 
Grand Total 2.246.79 183.43 2,430.22 2160.39 (-) 269.83 
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I 2.3 Fulfilment of AllocaUte:Pdorities 

2.3.1 Appropriation by allocative priorities 

Out of overall savings of 269.83 crore, major savings of Rs. 189.25 crore (70 
per cent) occurred under 12 grants as mentioned below: 

Table-2.2 
(R upees rn crore 

Grant No. & name Section Grant AdUal Sal'bl& 
Ori2inal Supplementacy Total Expeadllure 

1 - Food Security & Revenue 20.91 7.86 28.77 27.33 1.44 
Agriculture 
Development 

3 - Building & Capital 17.53 3.00 20.53 17.98 2.55 
Housing 
7 - Human Resources Capital 35 .78 6.39 42.17 17.15 25.02 
Development (Voted) 

19 - Irrigation & Flood Revenue 12.23 0 .21 12.44 - 9.01 3.43 
Control (Voted) 

19 - Irrigation & Flood Capital 6.22 1.00 7.22 1.94 5.28 
Control (Voted) 
31 - Energy and Power Capital 110.88 24.90 135.78 88.12 47.66 
(Voted) 
33 - Water Security and Capital 31 .08 3.22 34.30 25.03 9 .27 
Public Health 
Engineering (Voted) 

34 - Roads & Bridges Revenue 30.83 0 30.83 22.09 8.74 
(Voted) 

34 - Roads & Bridges Capital 92.12 5.99 98.11 58.67 39.44 
(Voted) 

35 - Rural Management Revenue 53.08 1.22 54.30 46.14 8.16 
and Development 
(Voted) 

37-Sikkim Revenue 23.51 0.07 23.58 18.83 4.75 
Nationalised Transport 
(Voted) 
38 - Social Justice, Revenue 29.89 1.88 31.77 24.31 7 .46 
Empowerment and 
Welfare (Voted) 
38 - Social Justice, Capital 2.38 0.08 2.46 0 .13 2.33 
Empowerment and 
Welfare (Voted) 
40 - Tourism (Voted) Capital 19.44 5.83 25.27 13.59 11.68 
41 - Urban Capital 5.12 9.8 14.92 2.88 12.04 
Development & 
Housing (Voted) 

Total 491 71.45 562.45 373.20 189.25 

Reasons for savings as intimated by the Departments were as follows: 

i) The savings under Food Security & Agriculture Development grant 
(Revenue) was due to non-submission of bills by the suppliers and contractors, 
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less claims on account of travelling allowances, non-payment of wages and non
receipt of anticipated funds from 001 towards centrally sponsored scheme. 

ii) The savings under Building & Housing grant (Capital) was attributed to 
non-receipt of anticipated funds from GOI for office complex for Judicial 
Administration (Central Share), non-finalisation of earmarked works by Prison 
Administration under modernisation of Prison Administration timely and non
raising of bills at the fag end of the year. 

iii) The savings under Human Resource Development grant (Capital) was due 
to delay in the process of payment for land compensation of Rhenock Degree 
College and Sanskrit Mahavidhyalaya, Samdong and restriction of expenditure 
to the extent of fund received from North Eastern Council Secretariat and also 
due to slow pace of works. 

iv) The savings under Energy and Power grant (Capital) was due to non-receipt 
of bills for the works-in-progress and also due to non-receipt of anticipated 
funds from 001. 

v) The savings under Water Security and Public Health Engineering (Capital) 
was due to non-receipt of funds from 001. 

vi) The savings under Revenue heads of Roads & Bridges grant was due to 
restriction of expenditure under maintenance and repairs and non-clearing of 
bills by PAO (West) and savings that of Capital head was due to non-receipt of 
anticipated funds from 001 towards centrally sponsored schemes. 

vii) The savings under Sikkim Nationalised Transport grant (Revenue) was due 
to discontinuance of Petrol , Oil and Lubricants (POL) business and various 
recoveries on salaries and regularisation of muster rolls staffs. 

viii) The savings under Social Justice, Empowerment and Welfare grant 
(Revenue) was due to non-release of second instalment of quota of rice by the 
Government of India and savings under Capital head was due to non-receipt of 
funds from 001. 

ix) The savings under Tourism grant (Capital) occurred due to rejection of 
surrender proposal on 17 .04.06 by the Finance Department. 

xi) The savings under Urban Development & Housing grant (Capital) was due 
to non-completion of formalities such as preparation of Comprehensive 
Detailed Project (CDP), signing of MOA etc. for the scheme and non-receipt of 
Central share. 

xii) No reasons for major savings by Irrigation & Flood Control and Rural 
Management and Development Departments were furnished. 

Areas in which major savings occurred in these 12 grants are given m 
Appendix-Vil. 
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2.3.2 Excess requiring regularisation 

i) Excess over provision relating to previous years requiring regularisation 

As per Article 205 of the Constitution of India, it is mandatory for the State 
Government to get the excess over a grant/appropriation regulari sed by the State 
Legislature. The year-wise position of excesses yet to be regularised is indicated 
in Table 2.3 below: 

Table-2.3 
(R11pees in crore) 

No. of grants/ Grant/ Amount Amount for which 
Year appropriations Appropriation No(s) of excess explanations not 

furnished to PAC 
2002-03 09 5, I 0,12, 14, 19,20.23,30,38 2.75 2.75 
2003-04 06 2,15.20.23,31.32 1.21 1.21 
2004-05 05 2, 10,23,24 and Governor 24.82 24.82 

Total 20 28.78 28.78 

ii) Excess over provision during 2005-06 requiring regularisation 

Jn Revenue Section, there was an excess of Rs. 10.96 crore in seven grants and 
two appropriations. These excesses (details given below) require regulari sation 
under Article 205 of the Constitution of India. 

Table-2.4 
11 uoees (I R ) 

Grant De cription of the Section Total grant I Actual Amount in 
No. erant/aooropriation appropriation expenctiture excess 

A Voted Rupees Rupees Rupees 

2 Animal Husbandry. Revenue 17 ,82,68,000 18.37,23,346 54,55,346 
Li ve!>tock, Fisheries 
and Veterinary 
Services 

3 Building and Revenue 6,41,84 ,000 6,72,83,849 30,99.849 
Ho us mg 

7 Human Resource Revenue 1.83,63,02,000 1,88,78.37 ,753 5,15,35,753 
Development 

14 Home Revenue 11 ,11 ,62,000 12,32,54,641 l ,:!0,92.641 
23 Law Revenue 1,57 ,50,000 1,58, I 0,530 60,530 
24 State Legislature Revenue 3,71. 10.000 3,94,88,653 23,78,653 

Total : A - Voted 2,24,27 ,76,000 2,31,73,98,772 7 ,46,22,772 
B Cha reed 
10 Finance, Revenue Revenue l.11 ,99.60,000 1,15,32,04,163 3,32,44,163 

and Expenditure 
Governor Revenue 2,05,34,000 2,19.21,505 13,87.505 
Public Service Revenue 54,03,000 57,29,65 1 3,26,651 
Commission 
Total: B- Chareed 1,14,58,97 ,000 1,18,08.SS,3 J 9 3,49,58,319 
Total: A and B 3,38 86.73,000 3,49,82,54,091 10,95.81 091 
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2.3.3 Supplementary provision 

Supplementary provisions (Rs. 183.43 crore) made duri ng the year constituted 
8.16 per cent of the original provision (Rs. 2,246.79 crore) as against 7.37 per 
cent in the previous year. 

2.3.4 Unnecessary /inadequate supplementary provisions 

Supplementary provision of Rs. 63.57 crore made in 17 cases during the year 
proved unnecessary in view of aggregate savings of Rs. 183.36 crore as detailed 
in Appendix-VJ/I . 

In 12 cases, against addiuonal requirement of Rs. 35.10 crore, 
supplementary grants of Rs. 84.61 crore were obtained, resulting in savings in 
each case exceeding Rs. 10 lakh, aggregating Rs. 49.51 crore. Details of these 
cases are given in Appendix-IX. 

In six cases, though expenditure exceeded budget prov1s1on by 
Rs . 5.26 crore, no supplementary grants were obtained. Details of these cases 
are given in Appendix-X. 

In two cases, supplementary provision of Rs. 14.79 crore proved insufficient 
leaving an uncovered excess expenditure of Rs. 5.69 crore. Details of these 
cases are given in Appendix-XI. 

2.3.5 Persistent savings 

Persistent savings of 10 per cent and above were noticed in four grants during 
last three years. Out of four, in one grants there was persistent saving of above 
Rs. 9 crore ranging from 23 per cent to 35 per cent of the provision as detailed 
in Appendix-Xll. 

2.3.6 Anticipated savings not surrendered 

According to the rules framed by the Government, the spending Departments 
are required to surrender the grants/appropriations, or portion thereof. to the 
Finance Department as and when savings are anticipated at the close of the year. 
Unutilised funds amounting to Rs. 12.91 crore in three cases, however, were not 
surrendered during the year as detailed below: 

Table-2.5 
(R ) uoees m crore 

Grant Name of Department Section Amount 
No. 
2 Animal Husbandry, Livestock. Fisheries and Capital 0.80 

Veterinary Services 
40 1ourism Revenue 0.43 
40 Tourism Capital 11.68 

Total 12.91 
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2.3. 7 llJjudicious/ unnecessary re-appropriation 

Re-appropriation is transfer of funds within a Grant from one unit of 
appropriation where savings are anticipated to another unit where additional 
funds are needed. Financial Rules enjoin that re-appropriation of funds shall be 
made only when it is known or anticipated that the re-appropriation from the 
unit from which funds are to be transferred will not be utilised in full. Further, 
funds shall not be re-appropriated from a unit with the intention of restoring the 
diverted appropriation to that unit when savings became available under other 
units later in the year. 

Scrutiny of re-appropriation orders revealed non-observance of the rules 
resulting in incorrect re-appropriation. Some important instances are given in 
Appe11dix-Xll I. 

2.3.8 Trend of recoveries and credits 

Under the system of gross budgeting, the demands for grants presented to the 
Legislature are for gross expenditure and exclude all receipts and recoveries 
which are adjusted in the accounts as reduction of expenditure. The anticipated 
recoveries and credits are being shown separately in the budget estimates. 

During the year 2005-06, against the estimated recoveries of Rs. 17.77 crore 
acttial rPcoveries were Rs. 14.67 crore as shown in Appendix-XIV. 
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[ 
CHAPTER - III 

PERFORMANCE AUDIT 
..____ ___ ___... 

ENERGY & POWER DEPARTMENT 

ACCELERATED POWER DEVELOPMENT AND REFORMS 
PROGRAMME 

Performance Audit of i111p /e111e11tatio11 of APDRP revealed that although 
reve11ue realisation had substantially improved since 2004-05 after 
imple111e11tatio11 of rhe programme, it was fa r below the targered Level. The 
objective of breaking eve11 by the year 2005 and positive returns thereafter. as 
contemplated in the MOA, could not be jitlfilled as of March 2006 indicating 
that commercial viability may nol be achieved wiThin a conc:eivable time framr> 
unless drastic steps were taken to cut down operational costs, eco11omise 
cap iral expellditure, contain ene""gy loss and improve revenue realisatio11 
further. The power sector was" yet to be re-structured and reformed and the 
State Electriciry Regulatory Commission (SERC) was yer to be constituted 
even after more than three years of the rarger date. Metering of feeders and 
consumers was still i11complete, transmission and disrribution (T&D) loss was 
still high at 30 per cent and critical issues of the reforms age11da such as 
co11sumer indexing a11d e11ergy accounting and auditing were 1101 accorded 
desired prioriry. Tlze monitoring mechanism was ineffeciive to this extem. 

Highlights 

'fhe Department had not undertaken reform I restructuring of power 
sector as envisaged under Accelerated Power Development and Reforms 
Programme and as reported by the Administrative Staff College of India 
(ASCI) in May 2005. 

(Paragraph 3.1.8.1) 
Tne State Electricity Regulatory Commission (SERC) had not been set up 
even after more than three years of the target date contemplated in the 
MOA. As a consequence, no follow-up measures could be initiated. 

(Paragraph 3.1.8.2) 
The T&D loss which was targeted to be reduced to around 10 per cent 
stood at 30 per cent as at the end of 2005-06 indicating the Department's 
failure to achieve the tl'rget stipulated under the APDRP. 

· (Paragraph 3.1.9) 
Energy accounting and auditing was not initiated despite an expenditure 
of Rs. 15.93 crore on metering. 

(Paragraph 3.1.10.1) 
AlttWUbtl the Department exhausted the entire provision of Rs. 72 lakh 
meant iv,· computerised billing and MIS, only two sub-divisions out of 24 
sub-divisions had been conumterised, as Rs. 66 lakh was unauthorisedly 

ive t.ed. 
(Paragraph 3.1.8.12) 
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Consumer indexing had been done in only six sub-divisions out of 24 sub
divisions in the State. 

(Paragraph 3.1.8.13) 
7,232 consumer meters valuing Rs. 1.31 crore were found defective after 
their installation. No action was taken to get these meters replaced 
although the meters were guaranteed for 5/10 years. 

(Paragraph 3.1.10.1) 
Against the anticipated benefit of Rs. 39.93 crore in 2004-06 p1·ojected in 
the DPRs, there was actual realisation of Rs. 21.84 crore only, indicating 
unrealistically high projection. 

(Paragraph 3.1.13) 
There was time overrun ranging from 3 months to 3 years in 12 works. 

(Paragraph 3.1,10.3) 
The Department had not constituted vigilance squad for conducting 
regular raids to detect theft of electricity. During the period 2001-02 to 
2005-06, raid was conducted in only two occasions. 

(Paragraph 3.1.17) 
Monitoring was found wanting in case of i) metering of consumers and 
feeders, ii) Computerised billing and iii) Mapping and indexing of 
consumers due to which there was high incidence of defective meters in 
the feeders I consumer premises and failure to introduce computerised 
billing. 

(Paragraph 3.1.18.1) 

3.1.1 Introduction 

With a view to b1ing about efficiency as well as commercial viability in the 
power sector, Government of India (GOI) identified "'distribution reforms" as 
a key area and launched a massive programme of upgradarion of Sub
Transmission and Distribution (ST&D) systems including energy accounting 
and metering and reduction of Transmission and Distribution (T&D) losses 
under the Accelerated Power Development Programme (APDP) during the 
year 2000-01. The scheme was to continue till the end of 11 th Plan (2012). 
The original APDP was rechristened (2002-03) as ·Accelerated Power 
Development & Reforms Programme' (APDRP) after integratmg incentive 
financing with the existing investment programme to expedite the reform 
process and help the State power utilities achieve commercial viability. 

The main objectives of APDRP were: 
;;... Reduction of Aggrega"te Technical and CommerciaJ (AT&C) bs5es; 
;;... Bring about commercial viability in the power sector: · 
;;... Reduce outages and inte1TUptions; 
);;>- Increase consumer satisfaction; 
;;... Adopt systems approach with MIS; 
;;... Bring about transparency through computerisacion. 

3.1.2 OrganisatiotaaJ set-up 

In Sikkim, the APDRP is being implemented by the Ene.rgy and Power 
Department (EPD), headed by the Princ11Jal Chief Engineer-cum-Secretary, a 
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Chief Accounts Officer (CAO), five Additional Chief Engineers and a host of 
Junior level engineeri ng staff as shown in the chart below: 

Chart: 3.1.1 

Pr. Chtef Engineer-cum-Secretary 

CAO ACE (Civil) ACE (M/E) Chief Engineer II 

SE(N) SE (LR) 

3.1.3 Scope of Audit~--~~~---~~~--~-~----' 

Performance Audit of APDRP was conducted with a view to assess the 
performance of the Energy and Power Department (EPD) in conceptualisation 
and implementation of the programme and its achievements in the State with 
reference to the objectives set for the programme, covering the period from 
2000-01 to 2005-06, on the basis of records maintained in the Secretatiat of 
the Department at Gangtok, various Circle offices 1 located at Jorethang (South 
district), Gyalshing (West district), Namchi (South di strict) and Mangan 
(North district). Out of the total expenditure of Rs. 161.11 crore, expenditure 
of Rs. 80.99 crore (50 per cent) was covered during test check (August
October 2006) in Audit. 

3.1.4 Audit objectives 

The Audit objectives were to verify whether: 
)::>- The programme was carefully designed with adequate planning; 
)::>- The funding requirements were realisticall y assessed; 
)::>- Funds were sanctioned and released on time at all levels and were used 

efficiently, economically and effectively to achieve the objectives of the 
programme; 

)::>- The AT&C losses were reduced in accordance with the action plan and 
targets; 

)::>- The extent of increase in revenue collection was commensurate with the 
expectations from the programme; and 

)::>- The satisfaction levels of consumers had improved in terr'ls of quality, 
regularity and cost of power supplied. 

llltlto11glt tltere were 6(.1i.\) Circ/<•1, Ministry of Power, GO/ ~011sidered tire entire State as one 
Circle (Sikkim). 31 
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3.1.5 Audit criteria 

The basic principles. norms, standards, terms and conditions, information and 
instructions contained in the following documents I sources of infotmation 
were used as criteria for drawing the Audit conclusions: 
).> Memorandum of Agreement signed between the State Government and the 

GOI; 
).> Guidelines issued by the Min istry of Power from time to time for 

implementation of APDP/APDRP; 
,. Technical Manual prepared by the Committee of Experts in November 

2001; 
,. Cabinet Note and the document containing Six level interventions for 

effective i mplemcn ta ti on: 
).- Government decisions and orders in riles regarding implementation of the 

programme: 
,. Tan ff orders I notifications; 
~ National Electricity Policy, Electricity Act 2003 and Central Electricity 

Authority norms. 
,. Prescribed monitoring mechanism. 

The above criteria were discussed in detail and agreed with the implementing 
authorities. 

3.1.6 Audit methodology 

The methodology adopted for Audit, inter alia, included group discussions 
with various stake-holders (Advisor-cum-Consultant (A-c-C), ex-bureaucrats 
and implementers); setting of benchmarks, test check of records selected on 
random sampling basis: obtaining information through questionnaire, analysis 
of data and joint physical inspections. An entry conference was held with the 
Departmental officers in August 2006 wherein Audit objectives, scope and 
methodology were discussed. All the four projects2 relating to APDRP that 
were implemented in the State were selected for Audit and 25 per cent of the 
works under each of these projects were selected at random for detailed 
scrutiny. 

Exit conference was held with the Departmental officers in October 2006. 
Replies of the Government I Department have not been received (November 
2006). 

3.1. i Funding arrangement and financial management 

The APDRP was funded through a combination of grant (90 per cent) and soft 
loan (10 per cent) as additional Central plan assistance. The funds received 
under APDP/APDRP from the GOI during the period 2000-01 to 2005-06 
were as under: 

2 (i) Meteri11g, (ii) S11b-Tra11s111issio11 & Dis1rib11tio11 (South-West & lagyap), (iii) 
/111prove111e11t of S11b-Tra11s111issio11 & Dislribwio11. and (ii') S11pple111e111ary Project for Sub
Tra11s111issio11 & Disrrib11tio11. 32 
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Table-3.1.1 
(Rs. ill crore) 

Year Opening Amount received from Expenditure Closing 
balance GOI balance 

Grant Loan Total 

2000-01 Nil 5.74 0.64 6.38 Nil 6.38 
2001-02 6.38 Nil Nil Ni l 5.34 1.04 
2002-03 l.04 15.48 l.72 17.20 18. l l 0. 13 
2003-04 0.13 54.15 6.02 60.17 18.00 42.30 
2004-05 42.30 69.62 7.73 77.35 60.00 59.65 
2005-06 59.65 00.00 00.00 00.00 54.30 . 5.35 
Total 144.99 16.11 161.10 155.75 5.35 

Source: lnfon11a1io11f11mished by the Departme111. 

Although availabili ty of funds was not a constraint to the programme. the 
expenditure in 2003-04 and 2004-05 was significantly low compared to the 
amounts received from GOI. This was due to less provision made in the State 
budget by the Finance Department compared to the actual amount received 
from GOI as detailed below: 

3.1.7.1 Non-opening of separate bank account 
The APDRP guidelines categoricall y stipulated opening of a separate bank 
account by the State Government for temporary parking of funds received for 
implementation of the programme. The State Government was to release funds 
to the State EPD within a week of receipt of funds from GOI and send 
confirmation to this effect, fai ling which, it was to be treated as diversion of 
funds and the di verted amount along with 10 per cent penal interest was to be 
adjusted against the subsequent instalment of Central plan assistance. But 
when the EPO approached the Finance, Revenue and Expenditure Department 
(FRED) for permission to open a separate bank account, it was not agreed to 
on the plea that separate head of account within the Government accounts 
would suffice, there being no State Electricity Reforms Commission (SERC) 
in the State unlike in other States. Accordingly a separate accounting 
classification under the major head '4801-05-800-70.00.8 l APDRP (Plan)' 
was opened within the Government accounts (existing budget heads) and all 
funds received from GOI .under APDRP were credited to the Consolidated 
Fund of the State in violation of the programme guidelines. This resulted in 
the EPD being unable to spend money beyond the budget provision made 
under this head by the FRED though funds from GOI were available with the 
State Government. The EPD had already spent whatever was provided for the 
programme in the budget during these years. GOI had not imposed any 
penalty on the State Government for retaining the APDRP funds beyond the 
period stipulated in the guidelines. 

3.1.7.2 Loss of interest and diversion ?/fund 
Funds ranging from Rs. 1.04 cr')re to Rs. 83.43 crore received from GOI 
remained continuously blocked in Government accounts during the period 
2001-02 to 2005-06 and were not !.lsed for APDRP though the EPD had 
already spent its budgeted provision during this period and needed more funds 
for expenditure under the programme. This retention of APDRP funds in the 
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accounts of the State Government for more than a week was in contravention 
of the programme guidelines. 

3.1.8 Policy formulation and planning 

ln order to achieve commercial viability in the power sector, the Union 
Ministry of Power formulated a six level intervention strategy at the National 
level. State level, SEB I Utility level, distribution circle level, feeder level and 
consumer level. 

The strategy involved technical, commercial, financial and IT interventions, 
organisational and re-structuring measures and an incentive mechanism for 
cash loss reduction. 

The main reforms envisaged were as follows: 
);.. Setting up of State E lectricity Regulatory Commission (SERC), 
> Restructuring of SEBs, i.e. unbundling into separate entities for 

generation, transmission and distribution and corporatisation of 
unbundled entities, 

).- Securitisation of dues of Central PSUs, 
>-- 100 per cent metering and energy audit and accounting for each 11 

KV feeder. 
r 100 per cent metering of all consumers and, 
> Distribution circles to be operated as independent profit centres and 

11 KV feeders to be operated as business units . 

The Union Ministry of Power (MOP) set (Jartuary 2001) the State Government 
the pre-condition of signing a Memorandum of Agreement (MOA) with it 
charting out a path of mainly 15 points refo1ms with the ultimate objective of 
making the power sector commercially viable, for release of any assistance to 
the State Power Department under the programme. The Department could sign 
the MOA only as late as December 2002 thereby pushing behind the reforms 
process by almost two years. 

Even after signing the MOA in December 2002, the performance of the State 
Government in honouring the covenants of the MOA was very poor as 
elaborated in the succeeding paragraphs: 

3.1.8.1 Delay in restructuring of the State Power Utility 
The EPD is respons ible for generation, transmission and distribution of 
electricity and related activi ties in the State. Restructuring of the State power 
utility and its corporatisation was one of the most important conditions of the 
MOA. T he State Government created (December 1998) Sikkim Power 
Development Corporation (SPDC), a wholl y owned corporation of the State 
Government with the principal objective of taking over the functions of 
generation, transmission and distribution and sale of electricity. But as of the 
date of Audit, the SPDC was involved onl y in development of new hydro 
projects; the functions of generation , transmission, di stribution and sale of 
electiicity were yet to be transferred to it. In keeping with the conditionality 
laid down in the APDRP guidelines, the State Government decided (2002-03) 
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to introduce reforms and restructure the power sector in the State and 
accordingly, appointed the Admin istrative Staff College of India (ASCI), 
Hyderabad as consultants at a fee of Rs. 30 lakh during 2002-03. The ASCI 
submitted its final report in May 2005, in which, it, inter alia, recommended 
that (i) the power sector in Sikkim be corporatised, (ii) the entire generation, 
transmission and distribution be handed over to the SPDC, and (iii) the SPDC 
be organised into three Strategic Business Units I profit centres for pursuing 
the activities of the power sector more efficiently in future. · 

The State was, however, yet to take up the reformatory measures/restructunng 
of the power sector as recommended by the consultants as of September 2006, 
even after more than three years of signing the MOA with GOI and more than 
a year of submission of report by the consultants, without any recorded 
reasons. While the Government had not given any reply to the Audit 
observations, discussions with the Advisor-cum-Consultants to the State 
Government on power sector reforms (Power Grid Corporation of India 
Limited) and the ex-bureaucrats revealed that the reformatory measures could 
not be ,nitiated mainly due to opposition from the employees who were 
appreher.sive of losing their jobs/benefits in the event of cmporatisation I 
privatisation. Thus implementation of the refo1m measure in so far as re
structuring of the po' ..... P,r sector was concerned was unsuccessful (September 
2006). 

3. l.8.2 Non-formation of State Electricity Regulatory Commission (SERC) 
The SERC was targeted for setting up by May 2003, nonetheless the same had 
not been set-up as of September 2006. In terms of the Electricity Act 2003. the 
State Government was to constitute a three member Selection Committee for 
the purpose of selecting members of the SERC. 

While the State Government constituted the Selection Committee in 
November 2004, the SERC conld not be set up (September 2006) due to 
disagreement of the members over the procedure for appointment of the 
Chairman of the SERC. 

3.1.8.3 i on-filing of tariff petitions etc. 
Setting up of the SERC was linked to a chain of follow-up reform measures. 
Its establishment was expected to bring tariff fixation (both bulk and retail) 
under re& tlatory regime duly involving the consumers through public hearing. 
This woLld have put the onus on the power utility to improve its performance 
as the tariff fixation would not be based on a simple cost plus basis but would 
be linked to performance, particularly reduction of T & D losses, etc. The 
power utjlity was required to maintain upto date accounts of income and 
expenditure and details of performance of different consumer services and 
account for the energy consumed by the subsidised categories. All these 
measures...were expected to improve financiaJ viability of the power utility. 

The MOA signed by the State Government with GOI stipulated filing of tariff 
petitions by May 2003. There being no SERC in the State. thi s stipulation 
could noc be achieved. Also, none of the activities associated with its setting 
up could be initiated even after a lapse of more than three years of the target 
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date (May 2003). Thus the reforms associated with formulation of the SERC 
and filing of tariff petitions could not be initiated. 

3.1.8.4 Designation of the SEs as CEOs and JEs as feeder managers and 
signing of MO Us. 

In terms of the MOA, Superintending Engineers (SEs) of the circles had to be 
designated as CEOs and Junior Engineers (JEs) as feeder managers. MOUs 
were to be signed between the State Government and CEOs and the CEOs and 
feeder managers, with a view to enhance accountability and responsibility 
towards energy accounting & auditing and proper monitoring of achievements 
and activities in the respective circles. Though the SEs and JEs had been 
designated as CEOs and feeder managers and MOUs signed as early as 
January 2003, this action proved to be perfunctory as (i) mechanism for 
regulating allocation of power to a feeder at the point of import for regulating 
over drawal I under drawal had not been put in place. (ii) energy accounting .. 
and auditing had not been initiated, and (iii) monitoring was ineffective 
leading to pihng up of huge outstanding revenues and delay in completion of 
schemes. Hence, the reform measure in this respect failed to yield any positive 
result. .... 

3.1.8.5 Handing over parts of distribution system on management contract 
or on lease to local bodies, franchisees etc. 

The MOA stipu lated formulation of suitable policy for handing over parts of 
distribution system on management. contract or on lease to local bodies, 
franchisees etc. No action in this regard had been initiated by the Department 
as on the date of Audit (September 2006). The reforms in this regard had thus 
failed to yield any result. 

3.1.8.6 Formulation of suitable policy for outsourcing activities like 
consumer inde.""Cing, meter reading, billing etc. 

The State Government had not formulated any policy to enable the 
Department to outc;ource activities like consumer indexing, meter reading, 
billing, bill delivery and periodic maintenance of DTs, as contemplated in the 
MOA, as on date of Audit (September 2006). These activities were being 
carried out by the Department itself. To this extent,. the reform measure had 
failed. 

3.1.8.7 Finalisation of standard specification for tumkey contracts and 
evolution of a rate contract system for equipments of repetitive 
nature 

The works under APDRP were executed in the usual manner, and by 
following the usual procedure of calling tenders and selecting the lowest 
bidder. Revised procedure of formulating standard specifications and evolving 
rate contract system with an accredited list of contractors, as stipulated in the 
MOA, was not adopted. 

3.1.8.8 Mandatory installation of capacitor for consumers of more than 10 
HP 

The MOA conditionality required mandatory installation of capacitor for 
consumers of more than l 0 HP by the Department. The Department had not 

36 



CHAPTER-I/I: Civil Departments (Performance AudiJ) 

even identified the load centres, as of September 2006, where such capacitors 
were required lo be installed. Hence, the que tion of installation of these 
capacitors did not arise and the anticipated benefits from the activity remained 
unfulfilled. 

3.1.8.9 Digital interface for data logging at Sub-Station 
This activity had not yet commenced even as of September 2006. The data 
from the sub-stations thus could not be accessed I extracted. 

3.1.8.10 Outages on feeders, their causes and corrective/preventive actions 
taken to be entered into computer at the sub-stations 

No computer existed in any of the sub-stations till date (September 2006). 
Only a register was being maintained where such data was recorded. Hence, 
this activity contemplated in the reform conditionality remained unfulfilled. 

3.1.8.11 Development of system far recording consumer complains and 
recording of corrective I preventive action 

No such system had been developed as of September 2006 to record consumer 
complaints, as contemplated in the MOA. 

,-l. 

3.1.8.12 Computerised billing and Management Information System (MIS) 
Computerised billing and generation of MIS report was one of the imp9rtant 
activities introduced under APDRP to bring about transparency and efficiency 
in billing the energy consumed by various categories of consumers. Rs. 72 
lakh were provided for the purpose. 

While the Department expended (December 2003) the entire amount for 
purchase of 41 computers and accessories, computerised billing was 
introduced in only two sub-divisions (at a cost of Rs. 6.00 Lakh) located in the 
Departmental headquarters at Gangtok out of 24 sub-divisions in the State, 
indicating a mere 3 per cent physical achievement. Most of the computers (31) 
purchased were being used for other purposes, hence the MIS report in the 
desired format as contemplated under APDRP was yet to be in place and could 
not be generated. Thus, non-use of computers for computerised billing and 
generating MIS, besides .non-fulfilment of the intended objectives, also 
resulted in unauthori sed diversion of funds to the tune of Rs. 66 lakh for other 
purposes. 

3.1.8.13 Consumer indexing 
Consumer indexing captures al l users of electricity and connects them upto 
di stribution transformers and feeder level. This helps in identification of 
overloading of equipment<;; identification of non-billed consumers; better load 
management, maintenance of equipments, billing and revenue collection; 
reduction of technical and commercial losses; and improvement in quality and 
reliability of power supply. 

A provision of Rs. 18 lakh was kept for the purpose. Out of the 24 revenue 
sub-divisions in the State, consumer indexing in respect of only six sub
divisions located in the Departmental headquarters at Gangtok and Mangan 
was completed as of September 2006 indicating physical achievement of only 
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25 per cent. It was further noticed that the sub-division wise targets and li kely 
date of completion of consumer indexing was not fixed. Since this was the 
most crucial component of metering, energy accounting and audit, its 
abysmally low coverage questioned the very seriousness of the intent of the 
State Government to usher in power sector reforms in the true sense (as 
delineated in the MOA) in the State. 

Thus it would be seen that out of the 15 main points of reforms suggested in 
the programme, the Department fai led to initiate any action in respect of ten 
points, while in the remaining five points, although action was initiated, the 
achievement was either ni l or very poor. 

3.1.9 Status of achievement of benchmark parameters 

The APDRP was implemented with the main objectives of reducing aggregate 
technical and commercial losses, bringing about commercial viability in the 
power sector, reducing outages and interruptions and increasing consumer 
salisfaction. The data relating to the energy input. metered, billed and revenue 
realised and the T&D and AT & C losses in the State over the period 2001-02 
to 2005-06, as calculated by Audit from avaflable data of the Department was 
as under: 

Table-3.1.2 

SI. I Descriptions Yenr 
No 2001-02 2002-03 20034' 2004-05 2005-06 
I 
2 
3 
4 
5 
6 
7 
8 
9 
10 
II 

Input Energy (MU) 178.80 161.02 20134 239.91 308.24 
Metered En~rev (MU) n.a n.a n.a n.a n.a 
Mctenns: efficiency n.a n.a n.a n.a n.a 
Billed energv (MUl 65.19 73.27 100.18 160.54 216.17 
B1lhnl! efficiency(%)' 36.46 36.39 49.76 66.92 70.13 
Rc,enue Bill.:<! ( /0 in rmre l 12.31 14 06 16.53 23.92 32.21 
Revenue rt"ahsed• ( /0 in cmre l 11.84 13.31 13.57 21.97 27.01 
Collecuon efficiency (%)4 96 18 9467 87.89 91.84 83.86 
Revenue Rc.1Jised<MUl 62 70 6936 82.24 147.45 181.27 
T&D losses(%) 63 54 63.61 50.24 33.08 29.69 
AT&C losses(%) 64 93 6556 59.15 38.54 41.19 

Source· Deprmme111a/ rerord~ . •tnr/111/e.1 arrears of earlier puind.1. 

>-- The metered energy and metering efficiency could not be worked out 
in Audit as metering of consumers and feeders had not been completed 
and hence the data relating to metered energy exhibited by the 
Department could not be relied upon. 

>-- In terms of the APDRP, the T&D loss was to be reduced to around 10 
per cent. As at the end of 2005-06, the T&D loss worked out to around 
30 per cent indicating that the Department still had a Jong way to go 
before it could achieve the target stipulated by the programme. 

>-- In the Detailed Project Report (DPR) for Sub-transmjssion & 
distribution (ST&D) improvement, the Department had projected 
annual reduction of T & D losses by 28 MU on completion of the 
project. The project was completed by 2004-05. The T& D loss in 
2005-06 over the year 2004-05 in terms of this should have been 73.98 

' Bi/1111,~ £J]icier1ry =Billed Enu.~.v X JOO I ln11111 F11er11y 
• Coller1io11 £ffidt!llry = Revl!1111e reuli.1etl ,l( 1001 Rt'1'1•n11" hilled 
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MU5 whereas the same was 92.076 MU indicating shortfal l in 
achievement of the Larger set in the DPR by 18.10 MU. 

Thus, although the reformatory measures had succeeded in blingi ng down the 
T&D losses from 63.54 per cent in 2001 -02 to 29.69 per cem in 2005-06, it 
had fai led co achieve the targeted level of 10 per cent. This could mainly be 
attributed to failure of the Department in achieving l 00 per cent metering and 
energy accouncing and auditing. 

It was however noticed that the figures furnished by the Depanmem co the 
GOI on the benchmark. parameters significantly varied with the above figures, 
as shown below: 

Table - 3.1.3 

SI No. Dcscriptious Year 
' 2001-02 2002-0J 2003--04 2004--05 2005-06 

1 Input Enerev CMU) 205.84 173.56 126.26 120.98 272. 14 
2 Metered Energy (MU) 49.28 45.86 68.1 5 65.05 248.54 
3 Meterine efficiency 23.94 26.42 53.98 53.77 91.33 
4 Billed cncrey CMU) 123.27 117. 14 81.45 76.46 184.35 
5 B11lin2 efficiency(%) 59.&9 67.49 64 51 63.20 67.74 
6 Revenue Billed (R1. m trore) '.!0.98 20.07 2'.!.39 2064 30.47 
7 Re' cnue realised ( RJ. m crore J 15.00 13.84 16.29 18.41 27.10 
8 Collection efficiency(%) 96. 18 94.67 87.89 9 1.84 83.86 
9 Revenue Reahsed(MU) 62.70 69.36 82.24 147 45 18 1.27 
10 T&D losses(%) 63.54 63.6: 50.24 33.08 29.69 
11 AT&C losses(%) 64.93 65.56 59.15 38.54 4 1.19 

Audit could not vouchsafe authenticity of the figures reported by the 
Department to the GOI. 

3.1.10 Implementation 

For implementation of the APDP/APDRP in the State, the Department 
prepared four DPRs. Derails of the DPRs with funds sanctioned, released and 
upto date expenditure is given below: 

Table-3.1.4 
(Rs. m crore) 

Naml! of project Sanctioned Fuuds Expendi ture Ualaucc Physical 
cost 

Metering 
Phase- I & II 6.38 
Phase - 111 5.83 

ST & D 11nprovement for South- 2 23 
West & L:!2yao 
DPR for ST&D Improvement 55.42 
Supplementary Project for 91.25 
ST&D 1 mprov~111em (including 
Phase - IV meterin2) 
Total 161.11 

Source: Deparr111e111al records 

j (2.19.91 - 160.541 x 308.24 = 101.97 - 28.00 = 73.98. 
239.91 

' JQ8.2.J -216.17 = 92.07 

rcleru.cd (upto !Jrogress 
2005-06) !%) 

6.38 6.38 00.00 100 
5.83 5.83 00.00 100 
., .,. 
-- -~ 2.23 00.00 100 

55.42 55.42 00.00 100 
9 1.25 85.90 5.35 60 

161.11 155.76 5.35 
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Projecl-wise analysis and Audit observations are given below: 

3.1.10.1 Metering 
The Deparlment submitted (August 2000) a proposal for 100 per cent metering 
of all consumers, high tension feeders and sub-stations amounting to Rs. 16.32 
crore to GOI, against which GOI sanctioned and released Rs. 15.93 crore in 
t.hree instalments - Rs. 6.38 crore (March 2001) for Phase I & II metering 
covering East & Commercial (Gangtok) circles, Rs. 5.83 crore (April 2002) 
for Phase III of lhe programme covering 2002-03 & 2003-04 and Rs. 3.72 
crore towards ' balance melering' for Phase - lV during 2004-05 
Departmemal records indicated 100 per cent physical achievement in metering 
of consumers. Audit scrutiny revealed that the same had been compiled on the 
basis of reports submiued by Assistant Engineers from lhe revenue sub
divisions, who in tum, based their repon on the basis of household survey 
conducted by Junior Engineers and Meler Readers working under I.hem. 

But the details of meters purchased under the programme and the upto date 
status of metering is shown below: 

Table-3.1.5 

Noor Meters in No of No of No ol' Difference DefectivE 
consumers wor king cousumers meters meters meters 

befor~ condition as on 1•1 requ ired purchased 
implement- bi? fore September 

ation of commencement 2006 
A PD RP of 100 % 

meterme: 
A B c D=C- E F = E- D 

B 
59.9-l7 6,278 70, 195 63,917 70,230 6,313 7,232 

Source: Departmental records 

It would be seen that against the requirement of 63,9 17 consumer meters, the 
Depanment purchased 70,230 meters between 2001-02 and 2004-05 resulting 
in excess purchase of 6,313 meters worth Rs. 1.14 crore. 

Further, 7,232 meters, valuing Rs. 1.31 crore, were found defective after their 
installation in the premises of the consumers, bul the replacement/ repair of 
t.hese defective meters had not been done by the suppliers although the meters 
were guaranteed for 5110 years as per the terms of supply. The Department 
neither persuaded the suppliers, inspite of the guarantee clause, to replace the 
defective meters nor initiated any action against the suppliers for supply of 
defective meters. Further, the Department also failed to replace the defective 
meters with the 6,313 meters that lay idle to avoid leakage of revenues. 

Audit scrutiny revealed that although the Department commenced installation 
of meters as early as 2001-02 and claimed to have by and large completed 100 
per cent metering, consumer indexing in the fonn of identification of the 
consumers with their respective distribution transformers, feeders and the sub
station, which was mandatory for energy accounting, had not yet been done in 
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18 out of 24 sub-divisions. Even in the 67 sub-divisions where consumer 
indexing had been completed, energy auditing had not been initiated as of 
September 2006. No action had been taken to identify areas of high energy 
losses. Further, in addition to 7,232 defective consumer meters, seven system 
meters installed in 66 & 11 KV feeders procured during 2001-05 under the 
100 per cent metering programme were found defective on physical inspection 
(October 2006) of the feeders by Audit in the presence of departmental 
officers. The Department had not insisted upon test certificates from the 
suppliers and also had not conducted any quality/ performance test of the 
meters on its own. 

Thus, even given that 100 per cent metering has been achieved, the 
expenditure of Rs. 15.93 crore (including installation charges) incurred on the 
same had not yet yielded the desired benefits as envisaged under the APDRP 
in the absence of proper energy accounting and auditing. 

3.1.10.2 Sub -Transmisswn and Distribution Improvement 
Out of 81 works incorporated in three DPRs prepared during 2001-04 relating 
to 'Sub-Transmission and Distribution Improvement' at a cost of Rs. 161.11 
crore, 19 works involving expenditure of Rs. 68.78 crore were selected for 
examination in Audit. Results of Audit are detailed in the succeeding 
paragraphs. 

3.1.10.3 Time overrun - delay ill completion of works 
None of the 19 works examined in Audit was completed within the stipulated 
time with delay ranging from 3 months to 6 months in one case, 6 months to 1 
year in one case, 1 to 2 years in 8 cases and 2 to 3 years in 2 cases. The delay 
was mainly due to delay in obtaining Forest clearance, land acquisition etc. 

3.1.10.4 Irregular payment for templates used in setting up of transmission 
towers 

The improvement of sub-transmission and distribution works involved 
erecting transmission towers for stringing electric conductors. Metal structures 
called 'templates' of different sizes are used for setting up and fitting 
transmission towers of various dimensions (large angle, medium angle and 
small angle tension towers with exte11sio11s). The templates, however, do not 
form part of the towers as these are used only for erecting the towers and are 
removed by the contractors to be used elsewhere for erecting other towers. The 
payment for the cost of templates to the turnkey contractors thus did not arise. 

The Department, however, paid Rs. 27 .55 lakh to contractors in six (out of 19) 
works involving erection of these towers towards cost of 115 templates, which 
was irregular and totally undue and excessive as the contractors were being 
paid 15 per cent erection charges over and above the cost of materials, which 
covered the use of templates as tools for erection of towers in the works. 

1 l . Phodong,2.Mo11go11,J. C/11111g1'1a11g,4. G~11gwk 1 5. Gongw/.. /1 6.Gongtok/V 
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3. 1.10.5 Excess consumption of cement in concrete works 
For all cement concrete works, the Schedule of Rates (SOR) of the Sikkim 
Public Works DeparrrnenL specifies the quantity of cement, sand and stone to 
be used per unit volume (cubic metre) of such work. In nine (out of 19) works 
test checked in Audit, which required concreting of the ba e of power 
Lransmission Lowers in 1 :2:4 and 1 :3:6 cement concrete mix and allied 
protective works in 1 :4:8 mix coursed I random rubble stone masonry, the 
Depamnent had paid excess amount of Rs. 35.81 lakh during the period 2003-
06 to the contractors towards the cost of 14,323 bags of excess cement claimed 
to have been consumed over and above the quantities prescribed in the SOR. 
This consumptio n of cement by the contracmrs was abnormally high ranging 
from 5 m 12 per ce111 as compared to the quantity prescribed in the SOR. 

3. 1.10.6 Excess expenditure 0 11 execution of RCC works 
In the civil works portion of the comracts relating to erecuon of transmission 
towers, the base of the towers were constructed as a e~tabli shed practice 111 

cement concrete mix of ratio 1 :2:4 and 1 :3:6 and protective works in l :4:8 
mix . Out of 13 works involving construccion of transmission towers (of 1he 19 
works execured durillg 2003-06), in 12 works, the Department constructed the 
base of towers in cemen t concrete mix of the prescribed ratio as indicated 
above. However, in departure from the established pracuce, the Deparrrnenc in 
one case8 incorporaced the item 'supply, bendtng and binding of steel' 
totalling 35.65 metric tonnes valued at Rs. 17 .32 lakh in construction of the 
base of the Lowers, over and above the cement concrete works (ratio 1 :2:4 and 
1 :3:6) and protective works (1 :4:8 mix), resulting in excess expenditure m that 
ex Lent. 

3.1.10.7 Extra payment to co/llractors 
The terms of contract in respect of the works executed by various contractors 
under the APDRP sLipulated that the rates of various iLems of work were 
inc lusive of all charges inc luding erecL1on, commissioning, testing and 
transportation. De pite this fact, extra charges @ 25 per cent of the cost of 
items of works O\ er and above the rates quoted by the contractors was allowed 
(2003-06) Lo cwo9 (ouL of 19 test checked in Audit) conLractors in two works 
cowards erection, commissioning, testing and transportation resulting in undue 
extra payment of Rs. 2.07 crore to the contractors. 

3.1.10.8 irregular utilisalion oj provision mtder wor;cs contingency 
Sikkim Public Works Code (SPWC) provides the kind of expenditure that 
could be incurred from the contingency provision of works. Expenditure of Rs. 
29.03 lakh were sancttoned by the Secretary of the.: Department during 
December 2003 to March 2005 for making payments on items such as 
computers and accessories (Rs. 17.13 lakh), electricity bill forms (Rs. 11.90 
lak.h) etc from the contrngency provision of various works which was not 
covered by codal provision contamed in para 191 and 192 of the SPWC and 
hence irregular. 

' Co11.11ructi1m 11} 66 KV DC Tr11111mi.1.1ion Lint from PGCIL S11/1-.11t.1i1111 ut WIP for 1111e1ft1ci1111 nf S1U.im 
1 mmmiuim1 11e1 .. m k w it/I fA<.1ot:rn Reg11mul Gri.J e1c. Contrw tar· Mii l /imal l 'mje<"f.1 o. I m e~tmelll P 1·1. /.Jtl 
' I ) 115 \1V.1 66111 Sl.1 ut M .mgan (Rl.i .::5 Crnrt 1 & :!) l.ILO oj 66 K\' U llP Rong/, /me anti rommi.H1011111g of 
J.\10 MVA l ru11.1}ormer (R.1.0.82 rmre). Tow/ R1 :! 07 rmre 

42 



CII.4PTER-III: Civil Departme11ts (Perfomia11ce Audit) 

3.1.10.9 Excess projection of number of transmission towers 
In terms of the norms for laying of transmission lines, the number of towers 
required for transmission was three towers per Km. During 2003-06, in three 
works 10 involving 24. l Km of transmission lines, the requirement of towers as 
per the norm was 73 against which, the Department used 84 towers resulting 
in excess expenditure of Rs. 30.14 lakh. 

3.1.10.10 Irregular payment of mobilisation advances 
There is no provision for payment of mobilisation advance to contractors 
e ither in the Sikkim Financial Rules (SFR) or in the Sikkim Public Works 
Code (SPWC). The Public Accounts Committee (PAC) in relation to an Audit 
Para on payment of mobili satiop advance by another Deparrment (Bui! /mg 
and Housing Depariment, Audit Repor1 1997-98) had recommended that the 
practice of paying mobili sation advances to contractors/supplie rs should be 
s topped forthwith. The Government however did not act on the PAC 
recommendation while the Department paid interest free mobilisation advance 
of Rs. 16.74 crore to 30 contractors in 30 works (awarded between February 
2003 to March 2006), which, besides violating the rules/codes resulted in 
undue favour to the contractors and consequent loss of interest of R&.0.34 
crore to the project on account of cost of borrowing calculated at 8 per ce111 
per a 1111w1i. 

3.1.10.11 Irregular, mmecessary and excess procurement of vehicles 
The EPD had 26 officers (including one Advisor and one Chairman), in the 
level of Joint Secre tary and above in the departmenta l headquarters at Gangtok 
who were ent!tled to individual vehicles as per notification (January 1997) 
issued by Home Deparunent. Besides, there were 33 other officers in the 
departmental headquarters below the level of Joint Secretary who were also 
collectively entitled to 11 pool vehicles on sharing basis (each vehicle to be 
shared by three officers). Thus the total requirement of vehicles was 37. 
Against this requirement, the Department already had a fleet of 59 vehicles 
under its control indicating an excess of 22 vehicles over and above the 
entitlement. Despite this, the Department incurred Rs. 60 lakh from funds 
provided under the APDRP (communication I mobile van component) towards 
procurement (November 2004) of additional 11 vehicles (1 Bolero, 10 Gypsy). 
Thus incorporation of the component 'communication I mobi le van' under 
APDRP was wholly unnecessary in the first place resulting in unnecessary 
excess expenditure of Rs. 60 lakh from the project fund. The DPRs prepared 
by the Department did not, therefore, take the economy aspect of 
implementation of the projects into account whi le preparing the same and 
sending to GOI for approval. 

3.1.11 Revenue vis-a-vis O&M 

T he position of revenue earned vis-a-vis O&M cost of generation and supply 
of electricity durin.g the five year period 2001-02 to 2005-06 was as under: 

111 I) 66 KV DIC line from PGC/L (Rs. 26.46 /cJIJt): 2) ULO "f 66KV WIP 10 RmtKli Tr.line (Ri./ 0'.! /cJIJt) &: 3) 
Con.11 n/66 KV SIC li11efrom Klu.mclrm~ 111 Ph11<.lm1.~· (R.1. 2.66 lakh). Tow/ R.v. 30.!4 lalJ1. 
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Table-3.1.6 
(Rs. in crore) 

Year Operation & Revenue earned Surplus(+) I 
Maintenance cost through sale of Deficit ( - ) 

power• 
2001-02 2 1.07 11 .85 (-) 9.22 
2002-03 42.56 13.31 (-) 29.25 
2003-0.i 27.76 13.57 (-) 14.19 
'..!004-05 32.06 21 .97 (-) 10.09 
2005-06 31.36 27.01 (-) 4.35 
Total 154.81 87.71 (-) 67.10 

Source: Departme11tal records. *Does not include revenue from trading of electriciry outside 
the State. 

As seen from above. 
,. The huge expendilure of Rs. 42.56 crore during 2002-03 was due to 

cle ring of outstanding liabilities of period prior to 2000-01 . 
.,. WI Ile the 0 & M cost increased by 49 per cent from 2001-02 to 2005-

06 the correspondi ng increase in revenue was 128 per cent. 
,. From 2003-0-+ to 2005-06, the gap belween the O&M cost and the 

re\'enue eJmed gradually declined from Rs. 14.19 crore in 2003-04 to 
Rs 4.35 crore in 2005-06 indicating a positive trend. 

,. The substantial leap in revenue earning from 2004-05 onwards could 
be attribULcd to improvement in quality of supply of electricity and 
consequent increase in consumption of electricity , metering, billing 
and realisation of revenue. 

3.1.12 Incentive Financing 

The GOI had provision under the APDRP for payment of incentive to the State 
Government proportionate to the actual loss reduction. The objective was to 
encourage the State Power Utility to reduce cash losses. 

The EPD had, however, not worked our the actual loss reduction till date and 
hence not submitted any incentive claim to the GOI. It was seen in Audit that 
revenue realisation went up since 2004-05 and the gap between the operational 
expenditure (O&M cost) and income (revenue realised) gradually narrowed 
indicating substantial loss reduction. Further, the T&D loss was also found to 
have been substantially reduced from 63.54 per cent in 2001-02 to 29.69 per 
ce11t in 2005-06. Despite this fact, the Department' s casual approach in 
working out the actual loss reduction and pursuance with GOI for incentives 
led to loss of incentives (grants) to the State to that extent. 

3.1.13 Revenue collected vis-a-vis anticipated financial benefits in the 
DPRs 

Comparison of the actual increase in the revenue collected vis-a-vis 
anticipated financial benefits in the DPRs is shown below: 
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Table-3.1.7 
(Rs. in crore) 

Anticipated annual Actual financial benefits 
Benefits in the DPRs In 2004-05 over In 2005-06 over 

2003-04 2003-0.t 
29.09 8.40 13.44 

Source: Departmental records. 

The actual payback from the projects was evident from 2004-05 onwards. 
However, this benefit was stil I far below the anticipated target projected in the 
DPRs. The three projects - i) Metering Phase I, Il & ITI, ii) Short term 
measures for ST & D improvement of South I West & Lagyap and iii) DPR 
for ST&D improvement had become operational I were scheduled to be 
operational by March 2004 and the fourth project 'Supplementary project for 
ST&D Improvement' was scheduled to be completed by July 2005. 
Considering this fact, the financial benefits during the years 2004-05 and 
2005-06 should at least have been Rs. 10.84 crore and Rs. 29.09 crore 
respectively. However, the actual reali sation of Rs. 8.40 crore during 2004-05 
and Rs. 13.44 crore during 2005-06 was far below anticipation. Thus, the 
projections made in the DPRs were unrealistically high. 

3.1.14 Arrears of revenue 

Year-wise position of number of consumers, revenue billed vis-a-vis collected, 
arrears of revenue and collection effi ciency during the peri od 2001 -02 to 
2005-06 was as under: 

Table-3.1.8 
(Rs. in crore) 

Particulars 2001-02 2002-03 2003-04 2004-05 2005-06 
No 
l 
2 
3 
4 
5 

6 

Number of consumers 59,947 60,820 61 ,949 63,260 70,195 
Dues at the beginning of the year 13.49 13.96 14.71 17.67 19.62 
Revenue billed durin2 the year 12.3 1 14 .06 16.53 23.92 32.21 
Total (2 + 3) 25.80 28.02 3 1.24 41 .59 51.83 
Revenue collected during the 11 .84 13.31 13.57 2 1.97 27.01 
year• 
Outstanding revenue at the end 13.96 14.7 1 17.67 19.62 24 .82 
of the year (54. 11%) (52.50%) (56.56%) (47. 17%) (47.89%) 

Source: Deparrmenrnl records. • tnd 11de nrrenr.r of e(lr/ier periods. 

Although the percentage of outstandings compared to the total billed amount 
(including dues of earlier years) decreased from 54 per cent at the end of 
2001-02 to 47.89 per cent at the end of 2005-06, the actual amount of dues 
progressively increased from Rs. 13 .96 crore in 2001-02 to Rs. 24.82 crore in 
2005-0.6. The Department had neither formulated any time bound plan for 
reducing the arrears nor initiated any legal action against the defaulters 
indicating laxity of the Department in this regard. 

3.1.15 Cost recovery of power supplied 

There existed ~ huge gap betweyn the cost of power and its sale as indicated 
below: 
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Tablc-3.1.9 

Year A \eragc cost (Rs. A\ emge tarirr (Rs. Gap Percentage cost 
oer unit) ucr unit) <Rs. vcr unit) rccovcrv 

2001-02 3. 10 1 89 1.2 1 60.97 
2002-03 3.34 1.92 1.42 57.49 
2003-04 26-1 165 0.99 62.50 
2QO.t .05 2.66 1.49 1. 17 56.02 
:?005-06 266 1.50 1.16 56.39 

Source: Depar1me111al record1 

Although the average cost of power per unit ranged becween Rs. 2.66 to Rs. 
3.34, the average tariff per unit was between Rs. 1.49 to Rs. 1.92 indicating a 
gap ranging from Rs . 0.99 to Rs. 1.21 per unit. Thus the percentage cost 
recovery which ranged between 56 (2004-05) to 62.50 (2003-04) per cent was 
appallingly low. Despite expenditure of Rs. 155.75 crore so far (2001-02 and 
2005-06) in reforming this sector through the APDRP scheme by decreasing 
aggregate transmission and commercial losses (AT & C) and improving 
energy accounting and Auditing and the State Government indicating 100 per 
cent physicaJ achievement in three out of four of its projects, the failure to 
reign in the average cost per unit of power supplied is cause of concern. The 
reforms have obviously failed to deliver the desired results. 

3.1.16 Quality of power supply 

The quality of supply of power is determined by the reduclion in the failure 
rate of transformers and reduction in the incidence of outages and tripping of 
the feeders. T he position in this regard during the period 2001-02 to 2005-06 
was as under: 

Table-3.1.10 

Year Incidence or 
TrioainP• (in hoursl Number or l>T failure ,' % ofDT rail 

2001-02 NA NA NA 
2002-03 NA NA NA 
2003-04 132 684 7.95 
2004-05 483. 17 1,765 10.79 
2005-06 395.07 346 8.71 

Sourrt: Depcm mt11wl rtrnrdr mainramtd in nianual rtgi.tttrs at s11b·.1tuti0t~>. 

It would be seen from above thac while tripping increased from 132 hours in 
2003-04 to 395 hours in 2005-06, there was improvement in stability of 
distribution transformers (OT) as the DT failure decreased from 684 in 2003-
04 to 346 in 2005-06. Since the feeder trippings and failure rate of DTs did 
not show a uniform trend of reduction from the year 2003-04 onwards, 
reliability of the supply of power to the consumers could not be assured. Data 
for the period prior to 2003-04 was not available with the Department. 

3.1.17 Vigilance mechanism to detect theit/pilfcrage or power 

The Department had not constituted any vigilance squad for conducting 
regular and routine raids to detect theft I pilferage of electricity. During the 
period 2001 -02 to 2005-06, raids were conducted only on two occasions -
during November/December 2005 and April/May 2006 that too in just one 
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Sub-division (Commercial Sub-division - I, Gangtok). Although 12 offenders 
were found , they were let off after payment of the differential amount of tariff 
for the extra energy consumed as assessed by the raiding officials. No penalty, 
whatsoever, was imposed for the theft of energy, over and above the normal 
energy charges. Names of the offenders were neither posted in prominent 
places nor di splayed in the print and electronic media to serve as deterrent to 
other such offenders. 

3.1.J 8 Monjtoring and evaluation 

3.1.18.1 Monitoring 
The Department had consti tuted (October 2003) a six member Monitoring 
Committee comprising the Chief Engineer as Chairman, four Superintending 
Engineers as members and one Executive Engineer as member Secretary. The 
function of the Committee was to monitor the execution of works to ensure 
that the schemes were result oriented and also to compi le information obtained 
from the districts on monthly basis for submission to the Government. Audit 
verification revealed that the work files ·were referred to the Committee for 
verification before releasing payments ·to the contractors. Out of 19 works 
examined in Audit (including metering), the Committee recorded its findings 
in 17 works In the respective work files after inspection of the works. 
However, monitoring was found wanting in case of the most crucial 
components of the scheme, namely, i) metering of consumers and feeders, ii) 
computerised billing and iii) mapping and indexing of consumers. This is the 
reason why high incidence of defective meters in the feeders I consumer 
premises remained undetected I un-rectified. This lack of effective monitoring 
also resulted in failure to introduce computerised billing in 22 out of total 24 
sub-divisions and, failure to implement consumer indexing in 18 out of 24 
sub-divisions. There was also no semblance of monitoring of the activities 
relating to the energy accounting and Auditing. This vital activity could not 
even be initiated so far. Thus while the monitoring committee concentrated its 
efforts in monitoring the physical aspects of construction works (where money 
was being spent), it missed the point of the reforms agenda in the power sector 
completely by not effectively monitoring key areas such as metering of 
feeders, consumer indexing, setting up computerised billing and MIS, energy 
accounting and Audit mechanism etc (which are less capital i11rensive i11 
nature). 

3.1.18.2 Evaluation 
The Union Ministry of Power awarded evaluation of APDRP works in Sikkim 
to 'The Energy and Resource Institute' (TERI), New Delhi in December 2004. 
The scope of works for evaluation covered on ly those projects where more 
than 50 per cent works had been completed. The TERI submitted its 
Evaluation Report in July 2005 which, inter alia, summarised the following: 

);> The project reports were prepared in a hurry without making any 
system studies to avoid changes in the scope of works. 

);> Actual fi eld conditions like terrain conditions, transportation , forest 
clearance, low working season, exorbitant land acquisition cost etc. 
were not properly accounted for resulting in delay in completion of 
works and also change in the scope of works. 
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)> Quality and reliability of eleclricity supply improved over the last few 
years due to improved voltage conditions, reduced interruptions and 
breakdowns, less billing complaints and reduction in fault rectification 
time. 

)> On the whole, the quality of works carried out by the Electricity and 
Power Department was rated as 'very good'. 

This is the only evaluation of the implementation of the scheme done in the 
State so far. This report was however deficient to the extent that it did not 
point out slippages of the State Government in achieving most of the 
covenants of the MOA signed with the GOL 

3.1.19 Conclusion 

Perfonna11ce Audit of implementation of APDRP indicated that none of the 
targets incorporated in the MOA could be achieved. The power sector refom1s 
and restructur111g thereof was yet to be implemented. Although revenue 
realisation and quality of power supply had substantially improved since 
2004-05 after implementation of the programme, it was far below the targeted 
level. The objective of breaking even by the year 2005 and positive returns 
thereafter, as contemplated in the MOA, was a far cry as of March 2006 
giving rise to the apprehension that commercial viability may not, after all, be 
achievable within a conceivable time frame unless drastic steps were taken to 
cut down operational costs, economise on capital expenditure, contain energy 
loss and improve revenue realisacion further. There was abysmal failure in 
critical areas of refonns such as consumer indexing, computerised billing and 
MIS and energy accounting and Audit. The monitoring mechanism in place 
also failed to address these issues instead concentrating more on progress of 
construction works. 

3.1.20 Recommendations 

The Department should take immediate steps to: 

)> Constitute State Electricity Regulatory Commission and file tariff 
petition expeditiously; 

)> Ensure 100 per cent metering, repair the defective meters and take 
immediate steps towards energy accounting and Auditing; 

)> Take appropriate steps to improve billing and collection efficiency and 
reduce T&D and AT & C losses as contemplated in the APDRP 
scheme; 

)> Expedite implementation of computerised billing system. 
>- Strengthen vigilance mechanism and take stringent action against theft 

of electricity. 
)> Strengthen monitoring activity in the areas of metering, billing and 

energy accounting and Auditing; 
)> Wherever Department undertakes works I projects, it should display 

information as required under the Right to Information Act. 
)> Department should publicise works undertaken and completed. 
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FOOD & CIVIL SUPPLIES AND CONSUMER AFFAIRS 
DEPARTMENT AND HEALTH CARE, HUMAN SERVICES & 

FAMILY WELFARE DEPARTMENT 

3.2 Implementation of Acts and Rules relating to Consumer Protection 

Performance Audit of implementation of various Acrs and Rules relaring ro 
consumer protecrion viz. the Consumer Prorection (CP) Acr 1986. rhc 
Prevenrion of Food Adulterarion (PFA) Acr, 1954 and the Standards of 
Weig/as and Measures (Enforcement) (SWM) Acr 1985 during rlu pcrwd 
2001-06 in Sikkim revealed rhat rhe enforcemenr of the Acrs in prort!c rmr: r11e 
interests of the consumers against adulterared foods and exploit anon rhrcmr:lr 
incorrect weighmenr and measuremenr was grossly i11adeq11ate. Ir 11 ·m .furtli .,. 
compounded by 11on-fixatio11 of targers for collection of f ood sa111pl<'.' }or 
analysis under PFA, non- achievemenrs of largels under SWM and ah.H'ncc o( 
dedicaled monitoring mechanism at the State level to revie11 and ernluare 1/re 
extent of successful implemenlation of these Acts in the State. 

Highlights 

Establishment of the State Consumer Disputes Redressal Commission and 
the District Consumer Disputes Redressal Forums was dela)cd by 31 
months due to Government's inaction. 

(Paragraph-3.2. 6. I J 
Despite availability of CentraJ assistance of Rs. 90 lakh, there was delay of 
five years in completion of construction of buildings for the State 
Commission and District Forums. Handing over of the District Forum, 
North District was abnormally delayed by a further 34 months. 

(Paragraph-3.2.6.3) 
The District Forums disposed off 10 per cent (2001) to 57 per cent (2002) 
of consumer dispute cases within the prescribed 90/150 days. The 
performance of the State Commission in disposal of cases during the same 
period was nil to SO per cent and left much to be desired. 

(Paragraph-3.2.6.6 & 3.2.6. 7) 
44 consumer awareness camps representing less than nine camps in a year 
were organised by Food & Civil Supplies and Consumer Affairs 
Department (FCSCAD) during the period 2001-06 indicating that the 
Government had not initiated serious measures to sensitise the public 
under the CP and other Acts. 

(Paragraplz-3.2.9.2) 
Monitoring mechanism was neither introduced at the State Commission 
nor in the Consumer Affairs Department to ensure speedy disposal of 
grievances. 

(Paragraph-3.2.10) 

3.2.1 Introduction 

The Consumer Protection Act 1986, (CP Act), a Central Act, came into force 
from July 1987. It was primarily aimed at providing simple, speedy and 
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inexpensive redressal to consumer grievances in respect of goods purchased 
and services availed and paid for by them. It provided for the additional 
remedy of "compensation" to the consumers. 

While the Prevention of Food Adulteration (PFA) Act was enacted in Apri l 
1997 wilh a view to ensuring availability of unadulterated food and articles 
other than drugs to consumers, the Standards of Weights and Measures 
(Enforcement) (SWM) Act 1954 and 1985 was enacted in September 1985 
(amended) to protect consumers against unfair trade practices of 
manufacturers and against exploitation through incorrect weighment and 
measurement. The SWM and PFA Acts do not, however, provide for awarding 
monetary compensation to consumers; they contain mostly preventive and 
punitive measures against defaulters. 

3.2.2 Implementation Arrangement 

The CP Act stipulated establishment of a separate three-tier quasi-judicial 
consumer dispute redressal machinery (otherwise called Consumer Courts) at 
the National, State and District levels by the State Governments with 
assistance from the Government of India (GOI). The Food and Civi l Supplies 
& Consumers' Affairs (FCSCA) Department headed by the Principal 
Secretary administered, enforced and monitored the implementation of CP Act 
as well as the Standards of Weights and Measures (Enforcement) (SWM) Act, 
assisted by others subordinate staff. Besides, the Presidents of the State 
Commission and the Districts Forums at the District-level were responsible for 
implementation of the provisions of the Act. 

Similarly. in respect of the Prevention of Food Adulteration (PFA) Act, the 
Secretary, Health Care, Human Services and Family Welfare (HCHSFW) 
Department was responsible for implementation of the Act, assisted by an 
Additional Director and his subordinates. 

Overall, however, the FCSCA Department is the nodal agency responsible for 
creating awareness and ensuring empowerment of consumers and protecting 
their rights in the State. 

Organisational charts of both FCS&CAD and HCHS&FWD are given below: 

Chart -3.2.1 
Food and Civil Supplies & Consumers' A ffairs Department(FCS&CAD ) 

()7. C•>ftlrolkr 
(l'\ortM..a.'O 

.u.u. Contro!ltr 
1'orth) 
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Health Care, Human Services and Family Welfare Department 
CHCHS&FWD) 

Addi. Director (l..ocal Health Authority) 

Chief Food Inspector 

Food Inspector (North/East) Food Inspector (South/West) 

3.2.3 Scope of Audit 

Implementation of the Acts and Rules relati ng to Consumer Protection for the 
period 2001-02 to 2005-06 was reviewed in Audit during April 2006 through a 
test check of the records of the State Commission and the Administrative 
Departments (FCS&CAD and HCHSFWD) along with their subordinate 
offices located in four11 districts of the State. 

3.2.4 Audit objectives 

The objectives of Audit examination were to assess/verify whether: 
~ the adjudication mechanism for implementation of the Acts was adequate 

and effective; 
~ the Acts and Rules succeeded in providing simple, speedy and inexpensive 

redressal to consumer grievances (as specifically envisaged under the CP 
Act); 

~ the awareness and empowerment efforts of the consumers were adequate 
and effective; and 

~ the execution mechanism was efficient, effective and economical for the 
consumers. 

3.2.5 Audit criteria and methodology 

Prescribed provisions of the Acts and Rules were adopted as criteria to arrive 
at Audit conclusions. These criteria were discussed with the Departments 
concerned in an entry conference (April 2006) and was agreed by them. All 
the points raised during the course of Aud1t were discussed and views of the 
implementing authority obtained in an exit conference (May 2006) at the 
conclusion of Audit. 

3.2.6 Consumer Protection Act, 1986 

3.2.6.1 Delay in establishment of Consumer Courts 
The State Government set up the State Consumer Disputes Redressal 
Commission (State Commission) and four District Forums at the district 

11 East, West. North and So111h 
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headquarters only on 30 January 1990 after a delay of 31 months (July 1987) 
as prescribed in sub-section 2 of Section 30 of the CP Act. 

3.2.6.2 Formulation of Rules 
Though the CP Act came into force from July 1987, the State Government 
framed the Sikkim Consumer Protection Rules in 1990 and adopted the same 
from 30 January 1990. There was thus a delay of 31 months in formulation of 
the Rules. 

3.2.6.3 Delay in construction of buildings for St4te Commission/District 
Forums 

Thoufh the State Government received one time Central assistance of Rs. 90 
lakh 1 between November 1995 and May 1997 for infrastructure development, 
the FSC&CAD completed the infrastructure development works by renovating 
its existing old buildings at Gangtok and Mangan at a cost of Rs. 48.74 lakh 
(Rs. 45.66 lakh at Gangtok and Rs. 3.08 lakh at Mangan) for accommodating 
the State Commission and the East District Forum at Gangtok and the North 
District Forum at Mangan , while a new building was constructed at Namchi at 
Rs. 15.70 lakh to house the South District Forum between January and 
September 2002 after a delay of more than five years of receipt of fund from 
the GOI and 12 years after issue of notification (1990) by the State 
Government setting up these bodies. It was seen that there was a further 
abnormal delay of 34 months in handing over the building of District Forum, 
North District by the executing Department (Building & Housing). The 
Department attributed the delay to non-availability of land at suitable and 
prominent location. But no infrastructure had been created to house the West 
District Forum at Gyalshing till Apri l 2006; it was functioning from the office 
of the District and Session Judge, West, Gyalshing. 

3.2.6.4 Office Infrastructure 
Supporting infrastructure like fax , scanner, high-speed printer and sufficient 
furniture were not provided to the District Forums except xerox machines to 
East, North and South District Forums. During joint inspection (September 
2006) conducted by Audit team with Departmental officers, it was found that 
even basic equipments like fax machine, xerox machine etc. were not found 
provided in any of the District Fora. 

3.2.6.5 Amenities for consumers 
Joint inspection (September 2006) by Audit team and Departmental officers 
confirmed that seating arrangements for consumers were not provided in any 
of the District Fora. 

3.2.6.6 Functioning of Consumer Courts 
The Act provided for speedy and inexpensive redressal of consumer disputes 
within a prescribed time frame. Rule 4 (9) of Sikkim Consumer Protection 
Rules 1990 (effective 30 January 1990) stipulated that endeavour was to be 
made to decide the complaint within a period of three months (90 days) from 
the date of receipt of notice by opposite party, where the complaint does not 

12 State Commissio11: Rs. 50 lakh and District Fo rum in /our districts: Rs. JO lakh each 
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require analysis or testing of commodities and five months (150 days) if it 
required analysis or testing of the commodities. Analysis of the position of 
consumer dispute cases fi led and disposed of during the years 2001 -02 to 
2005-06 in respect of the State Commission and District Forums revealed that 
despite extremely low number of cases filed, there were no disposals in 2005 
and 2006 (upto March) in the State Commission. As for other years, the ex tent 
of disposal on time was about 33-75 per cent as shown below: 

Calendar 
year 

2001 
2002 
2003 
2004 
2005 
2006 
Total 

Table- 3.2.1 

State Commission District Forums 
Opening Cases Total Disposal Cases Cases Cases Total Disposal 
balance filed during pending (opening filed during 

during the year to the balance during the year 
the year end of the 

the vear vear 
I 2 3 I (33) 2 (67) 3 16 19 12 (63) 
2 2 4 2 (50) 2 (50) 7 14 21 15 (7 1) 
2 3 5 2 (40) 3 (60) 6 9 15 12 (80) 
3 I 4 3 (75) I (25) 3 8 II 7 (64) 
I . I . (0) I (100) 4 II 15 9 (60) 
I I •2 - (Q) 2 (100) 6 5 • 11 3 (27) 
1 9 . 8 2 3 63 . 58 

• Figure upto March 2006.(Source: State Commission &. District Fora). Figures in brackets represent 
percemage. 

It was also noticed that the percentage of cases disposed by the District 
Forums within the prescribed 90/150 days ranged from 10 per cent to 57 per 
cent only during 2001-06 while the performance of the State Commission 
during the same period ranged from 'nil ' to 50 per cent working out to less 
than two cases disposed per year as shown in table below: 

Table- 3.2.2 

Year State Commission/ Cases disposed 

Closing 
balance 

7 (37) 
6 (29) 
3 (20) 
4 (36) 
6 (40) 
8 (73) 
8 

District Forms OB New Total within within beyond Pending 
cases cases 90 days 150 days 150 days 

2001-02 SC 1 3 4 - l (25) 3 (75) 
DF 5 20 25 6 (24) 5 (20) 11 (44) 

2002-03 
SC . 3 3 2 (67) . 1 (33) 
DF 3 11 14 8 (57) 3 (21) 2 (14) 

2003-04 SC . 1 L . . 1 (100) 
DF L 7 8 3 (38) 3 (38) l (13) 

2004-05 SC . 1 L . . . 
DF 1 9 10 5 (50) . 1 (10) 

2005-06 
SC 1 1 2 . . . 
DF 4 14 18 4 (22) 3 (17) 3 (17) 

Total SC 10* 10 2 (20) 1 (10) 5 (20) 
DF 66 66 26 (39) 14 (21) 18 (27) 

Source: State Commission &. District Fora. • /11c/11di11g opening balance of 2001-02. Figures i11 bracket 
represent percentage. 

3.2. 6. 7 Non-disposal of cases within the prescribed time limit 
According to Section 13 (3A) of the CP Act 1986 as amended in 2002 
(effective 15 March 2003) read with Rule 4(9) of Sikkim Consumer Protection 
Rules 1990 (effective 30 January 1990), in the event of non-disposal of 
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complaint within the time specified, the District Forum was to record in 
writing the reasons for delay at the time of final disposal. Similar provision 
existed (Section 19-A and Rule 8 ibid) for disposal of appeal cases within 90 
days by the State Commission. 

Audit analysis revealed that the State Commission (SC) and District Forums 
(DF) could not dispose off 22 per cent of cases within the prescribed time 
limit during the period covered under Audit. Reasons, whatsoever, were 
neither recorded as envisaged in the Act nor furnished either by the SC or the 
DF for uch delay beyond the prescribed time limjt. 

In pursuance of the directives (April 1999) of the GOI, the Sikkim State 
Consumer Welfare Fund Scheme, 2000 was set up (September 2000) by the 
Government of Sikkim with a view to provide financial assistance to 
Voluntary Consumer Organisations (VCOs) to enable them to undertake 
publicity measures and other activities to promote and protect the welfare of 
the consumers and strengthen the voluntary consumer movement in the State, 
especially in the rural areas. 

Scrutiny of records revealed that though the fund was being generated mainly 
from contribution from sale of petroleum and diesel, issue of new photo 
identity ration cards, accrued interest on deposit and contribution from GOI 
and State Government towards the State Consumer Welfare Fund, the 
Department rud not initiate sufficient measures to utilise the available Fund 
leading to savings ranging between 12 per cent and 38 per cent during the 
years 2001-02 to 2005-06. 

3.2. 7.1 Short deposits towards CWF 
It was noticed that out of 23 petrol dealers operating in the State, only Rs. 
10.58 lakh was received during 2003-04 to 2005-06 from 12 petrol dealers as 
their share towards the CWF while the remaining dealers did not crerut the 
amount recovered from the consumers to CWF. While the Department had not 
initiated any action to realise the dues from the defaulting dealers, it also had 
no idea about the outstanding amount due, periodicity of outstanding etc. as it 
had not maintained dealer-wise details of lifting and distribution of HSD and 
petrol. 

The Department assured (May 2006) that action would be initiated for 
recovery of the dues, if any, from the dealers. But no time frame was given for 
the same. 

3.2.7.2 Irregular expenditure from CWF 
The Department irregularly incurred Rs. 5.57 lakh from out of CWF towards 
the purchase of 5,000 shares of Citizens Co-operative Bank Ltd., Gangtok 
(Rs. 5 lakh), and payment of muster roll (MR) (Rs. 0.57 lakh) of District 
Consumers Information Centres (DCIC) of East and West districts for the 
years 2004-05 and 2005-06. This expenditure was neither permjssible under 
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the provisions of the Fund nor contributed towards strengthening the consumer 
movement in the State. 

The Department accepted the irregularity. 

3.2.8 Other Acts relating to _protection of consumer:s' interests 

The implementation of Prevention of Food Adulteration (PFA) Act, 1954 
(enforced by the Health Care, Human services and Family Welfare 
Department) and the Standards of Weights and Measures (Enforcement) 
(SWM) Act, 1985 (enforced by FCS&CA Department) was also found 
deficient in safeguarding the interests of consumers as discussed below: 

3.2.8.1 Non-fixation oftargeifor the collection of samples for analysis 
Rule 9A of PFA Rules, 1955 prescribed that al l licensed establishments for the 
manufacture, storage or sale of food articles should be inspected by Food 
Inspectors (Fls) at prescribed intervals and suspected samples sent to the 
Public Analyst for analysis and report to the Health authorities. 

It was noticed in Audit that the Department had neither set up laboratory for 
analysis of food samples of its own nor prescribed any procedure on targets for 
collection and testing of samples. A total of 229 samples, however, were 
collected and sent for analysis to Public analysts, Guwahati between 2001-02 
and 2004-05 of which 49 (21 per cent) were found adulterated. A joint 
inspection conducted (September 2006) by the Departmental officers in the 
presence of Audit in 29 hotels/restaurants and roadside stalls revealed that the 
kitchens of four road side hotel/stalls were unhygienic. 

It was also revealed during the joint inspection that: 
}> Five hotels/stalls could not produce the copy of licence issued under PFA 

Act by HCHSFW to the inspecting team. 
}> Two hotels had failed to renew the licences for the period 2003-04 and 

2006-07 respectively. 
}> Out of 4 samples collected during joint inspection which were sent 

(September 2006) to the Public Analyst, Guwahati for analysis, one sample 
was found adulterated in terms of the specifications laid down in the PFA 
Act. 

The Department should have immediately closed the hotels/ stalls operating 
without licenses I renewal of licenses issued under the PFA Act, which it 
fa iled to do. The Department had also fai led to take any action against the 
adulterators as of November 2006. 

3.2.8.2 Vacancies in tJze post of Food Impectors 
Scrutiny of records of the Department revealed that four out of six posts of 
Food Inspectors (Fls)/ enior Fls were vacant for over five to eleven years as 
of March 2006, leading to the possibi lity of adulterated food articles being 
sold in the market going undetected for want of collection of sufficient number 
of samples. 
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3.2.8.3 Non-achievement of inspection targets 
According to Rule 15 (7) of the Sikkim Standards of Weights and Measures 
(Enforcement) Rules, 1987, the Department fixed the number of surprise 
checks/ raids to be conducted annually by the Inspectors/Assistant Controller 
on a year co year basis, as shown below: 

Table - 3.2.3 
District 2001-02 2002-03 2003-04 2004-05 2005-06 

East 70 70 75 80 170 
South 20 20 25 27 120 
West 15 15 18 20 115 
Non h 10 10 l2 13 !JO 
Source: Food Cil'il Supplies & Co11sw11er Affairs Departmem ( FCSCAD) 

The Office Order prescribed that reports after such checks/raids were to be 
submitted to the Additional Controller by l01

h of the following month by 
Inspectors/Assistant Controller. However, records relating to the surprise 
checks/ raids conducted were not submitted to the Additional Controller 
(Weights & Measures) through their respective Deputy Controllers in the 
absence of which, the extent of cheating on account of defective weights and 
measuring instruments etc. by the shopkeepers could not be vouchsafed in 
Audit. 

3.2.9 Awareness and empowerment of consumers 

One of the key elements of Government intervention in the consumer 
movement was to promote the concept of consumer rights and to empower the 
consumer through well thought out awareness campaign programmes to take 
full advantage of the redressal mechanism provided under the CP and other 
allied Acts. But the spread of awareness in the State was grossly inadequate as 
discussed below: 

3.2.9.1 Non-utilisation of electronic/print media 
Out of the total allocation of Rs. 44.09 lakh for awareness campaign during 
2001-06, the Department spent Rs. 26.60 lakh on awareness generation 
through printing of booklets, organising consumer camps, programmes and 
banners, while only Rs. 5.26 lakh were spent in 2001-06 for awareness 
generation through public media like TV, Radio and installation of electronic 
scroll based at Gangtok. An amount of Rs. 12.23 lakh was still lying (May 
2006) in Government account. 

3.2.9.2 Holding of Consumer Awareness Programmes/Camps 
For spreading consumer awareness with a view to making the consumers 
aware of their rights, the FCS&CA Department was organising consumer 
awareness programmes and camps departmentally as well as through NGOs/ 
Voluntary Consumer Organisations (VCO). During the period 2001-02 to 
2005-06, the Department organised 44 programmes besides holding consumer 
awareness programmes and camps every year on the occasion of World 
Consumer Rights Day and National Consumer Day on 15 March and 24 
December respectively. 
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Even the World Consumer Rights Day and the National Consumer Day 
Programmes were mostly organised in Gangtok while in other districts, only 
banners and hoardings were displayed. This indicated that the Department' s 
awareness programmes lacked rural and mass-base focus. 

The State Consumer Welfare Fund was created (May 2000) to assist VCOs in 
undertaking publicity measures and other activities relating to consumer 
protection. However, scrutiny of records revealed that against the 44 
awareness prof[ammes, 16 awareness programmes were organised by 
involving three 3 VCOs/ NGOs. The Department had not taken any action to 
create or encourage other VCOs/ NGOs. 

3.2.9.3 Non-utilisation of funds by District Consumer Information Centres 
Although the District Consumer Information Centres (DCICs) were set up, all 
of them were being run by the Department itself in the absence of fi nancially 
stable and capable VCOs to manage and run the DCICs as per the norms. 
While three DCICs had been set up (East, South and North) the Government 
had not set up the DCIC in the West District till April 2006 though the GOI 
had sanctioned and released a grant of Rs. 9.25 lakh (March 2002 to October 
2003) for establishment of the DCICs, against which an expenditure of Rs. 
8.10 lakh was incurred (2001-02 to 2004-05) leaving an unspent balance of 
Rs. 1.15 lakh as of March 2006. 

3.2.10 Monitoring and evaluation 

The State Government did not have a separate cell for monitoring consumer 
related activities in the State. The Department had not yet created faci lities for 
computer network interlinking all the three tiers of the consumer courts for 
better analysis of various data relating to receipt and disposal of consumer 
cases in these courts and their monitoring and transparent functioning in the 
interest of the consumers. 

3.2.11 Conclusion 

The State Government had not initiated serious measures for spreading the 
message of consumer rights by organising adequate awareness programmes. 
Though the adjudication mechanism was put in place, significant number of 
complaints (30 per cent) were not decided within the prescribed time limit of 
901150 days. Similarly no action was taken against hotels for non-renewal of 
licences. This way the effectiveness of the concerned Acts was compromised. 
The enforcement machinery in respect of PFA and SWM Acts, was grossly 
deficient with staff vacancies and inadequate monitoring at the Government 
Level. In short, Government has a long way to go for building up a vibrant 
consumer movement in the State so that consumers get speedy and inexpensive 
redressal of their genuine grievances. 

13 Kalyan Pariwar, Sowh Sikkim; Federation of Consumer Association, Sikkim and 
Upabhokta Jagaran Samiti, East Sikkim. 
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3.2.12 }{ecommendacions 

Following recommendations are made: 
)';>- The Deparanent should take initiatives to encourage more VCOs/NGOs 

for creating awareness among consumers in the urban/ rural areas as per 
the provisions/ facilities provided under the CP Act. Department should 
also publicise its activities and functions. 

)';>- Target for inspection/raids/collection of food samples should be fixed for 
each Food inspectors/ Assistant Controllers under the PFA and SWM Acts 
and regularly monitored. 

)';>- Department should expedite fi lling up of vacancies of food inspectors . 
)';>- Establishment of a food testing laboratory should be expedited. 
)';>- Department should display information about its activities as required 

under the Right to Information Act. 
)';>- Actions against defaulters of concerned Acts should be expedited so that 

effectiveness of the Act is not compromised. 

HEALTH CARE, HUMAN SERVICES AND FAMILY 
WELFARE DEPARTl\fENT 

3.3 Health Care Management 

Performance Audit of health care management revealed that though the State 
was faring well in tenns of general health indicators and programme 
management, it was deficienr i11 the area of policy perspectives, fund 
management, infrastructure development and its upkeep, deployment of 
medicos and para-medicos and delive1y of services as detailed below. 

The State was yet to fonnulaie a Health Policy to provide policy direction and 
enable perspective planning, absence of which Led to Lower allocation offimds 
to the health sector, non-fixation of realistic targets, etc. Infrastructure 
managemem was characterised by inadequate facilities both in tem1s of the 
number of CH Cs, PH Cs and PHSCs and also availability of required facilities 
such as wmer, electricity, labour14 table, anaemia rneasuring machine, BP 
machine etc in the existing PH Cs and PHSCs. Analysis of human resources 
managemem revealed acute shortage of specialists, wide inter-district 
vanation in deployment of doctors and nurses. irrational deployment of 
paramedical and medical !>taff, shortfall i11 imparting integrated and 
specialised training. Effectiveness of delivery of medical care and services was 
affected by shortage of medicines, 11011-operario11 of drug testing laborat01y, 
delay in construction of CHC at Mangan, drug de-addiction centres at Namchi 
and Geyzing, non-commissioning of machines and equipmellts etc. 

14 Child delivery table. 
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Highlights 

The Department failed to formulate 'State Health Policy' indicating 
policy direction and road map. This resulted in casual approach to 
health activities in the State as well as less allocation of Rs. 29.12 crore 
as per norms. 

(Paragra h-3.3.7) 
Existing infrastructure of PUSC and CUC fell short of requirement by 
8 and 33 per cent respectively depriving the easy access of heath care 
facilities to the_people. 

(Paragraph- 3.3.9.1) 
There were acute shortage of Specialists (75%), Health Educators 
(62%) and Laboratory Technician (11°/o) amongst others and wide 
inter-district disparities in their deployment. 

(Paragraph- 3.3.10.1) 
Effective delivery of health care facilities was handicapped owing to 
non-availability of basic amenities in PHCs and PHSCs. Medicines 
and injections prescribed by doctors for Issue to the poorer patients 
could not be provided to the extent of 43 and 44 per cent respectively 
owing to Inadequate stock. 

aragra h- 3.3.11.2 
Of the two blood banks In the State, STNM showed remarkable 
Improvement in collection of blood from voluntary donors from 4 per 
cent in 2001 to 52 per cent in 2005, Namchi (CHC, South) was far 
behimltlte target withl to 9 per cent ol total.collection. 

(Paragraph- 3.3.12.1) 

3.3.1 Introduction 

Providing economic, efficient, effective health care to all the citizens is the 
prime responsibility of any welfare State. Towards this end, the thrust of the 
State Government is to implement various national and State run 
programmes in the health and fami ly welfare sector and undertake policy 
in itiatives to improve and create quality health care facilities and ensure 
their easy de livery to the general public in the State, particu larly the poor 
and the downtrodden. Consequently, conso lidating, strengthening and 
modern ising the health care infrastructure, upgrading technical skills of 
medicos, paramedics, nursing personnel and other non-medica l officers 
and ensuring their easy access to the common people are some of the major 
activities that come under the responsibility of the State. 

The State of Sikkim was faring well in respect of some general health 
indicators such as lnfant Morta lity Rate (IMR), Crude Birth Rate and 
Crude Death Rate compared to the national average as can be seen from the 
graph below: 
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(Source: Annual Report and Sample Registration Survey (SRS) bulletin) 

Health Care, Human Services and Family Welfare Department, Government of 
Sikkim is responsible for health care in the State of Sikkim. The Department 
implemented various national and State-sponsored programmes in the areas of 
health care and family welfare as well as prevention and control of diseases, 
through a network of 147 Primary Health Sub-Centres (PHSCs), 24 Primary 
Health Centres (PHCs), 4 Community Health Centres (CHCs) and one 300 
bedded State Referral Hospital/Jat Gangtok besides a Hospital-cum-Medical 
college.16 Location of CHCs/ district hospitals, PHCs, PHSCs and State 
Referral Hospital (STNM) is shown below in the map of the State: 

P~rtteC 

Distance (rom Gan~tok to: 
Ma11ga11 : 67 Kms; Gya/shi11g: 103 Kms 

(Not in Scale) 

Name/ii: 84 Kms; STNM: 0 Kms 

The overall administrative control of the Department is vested with the 
Principal Secretary who is assisted by Directors (2) , Addi. Secretary ( l ), 

15 Sir Tashi Namgyal Memorial Hospllal. Gangtok 
16 Ce111ral Referral Hospital, Tado11g (ajoi11t 1-e111ure between the Ma11ipal group a11d the State Government). 
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Proj ect Director ( 1) and Additional Registrar ( l ) besides a team of 
subordinate officers/ medical officers as shown in the chart11 below: 

Chart 3.3.1 

Principal Secretary 

Director 
Di rector Addi. (HS) 

(F W) ccretary 

Addi. Director J oint 
(RCH) ccretary 

Addi. Director Addi. Director Dy. Director ~ Addi. Director 
HS - I HS - II (. ursing) l____J CH 0 

Project 
Director 
(A IDS) 

DDC 
(Drugs) 

Addi. 
Registrar 

(B&D) 

Dy. Registrar 
(B& D) 

In Sikkim, health care is delivered through a fo ur-tier network comprising of 
PHSCs, PH Cs, CH Cs/ district hospitals and State Referral Hospital as shown 
below: 

PllC 
(Referral unit f or PHSC manned with Medical Officers and 

subordinate paramedical staff) 

Details of roles of all the four tiers and the availability of level of medical 
profess ional under each of them is given below: 

17 HS: Health Services; FW: Family Welfare; AIDS: Acquired Immune deficiency syndrome; 
RCH: Reproductory and child health; B&D: Birth & Death; STO· State TB Officer; 
DDC: Dy. Dnig Controller: DE: DivtSional Engineer; CAO: Clue/ Acco1mts Officer; 
CHSO: Cemral Health Stores Organisation. 
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SL Units 
I tate 

Referral 
Hospital 

2 C HC 

3 PHC 

4 PHSC 

Roles 
> Named as ST'IM and is situated at Gangrok; 
;.... Headed by Director-cum- .Medical uperintcndent; 
>-- It has specialists in the field of Cardiology, Medicine, Surgery, 

Obstetrics & gynaecology, Dermatology & vcncrology, 
Ophthalmology, Dental, Paediatrics, Otolaryngology and 
Psychiatry; 

> Amenities for Pathology, Radiology, and hlood transfusion, etc; 
> Provides secondary and tertiary level health care to public. 
> Esta blished at the district headquarters in North, South and 

West district and at Singtam for East district; 
> Provides secondary level medical ca re; 
> Manned by medical spcciali ts i.e surgeon, physician, and 

gynaecologist, paediatricians supported by paramedical and 
other staff. 

> First contact point between community and the Medical Officer; 
> Provides primary level health care; 
> Envisaged to provide an integrated curative and preventive 

health care to the rural population with emphasis on preventive 
and promotive aspects of health care; 

> Manned by \1 edical Officers supported by paramedical and 
other staff. 

> Serves as the most peripheral and first contact point between the 
primary bcalth carc ~ystcm and the community; 

> Provides primary lcvcl health care; 
> interpersonal communication with the community in order to 

bring about behavioral change; 
> Provide services in relation to maternal and child health, family 

welfare, nutrition, immunisation, diarrhea control and control 
of communicable disca cs; 

).>- Provides basic drugs for minor ailments needed for taking care 
of essential health needs of people; 

}> Manned by Auxiliary Nurse Midwives (ANM), Male health 
workers and Lady health workers. 

3.3.3 Scope of Audit 

Performance Audit of the health care management system in the State 
covering a period of five years from 2001-02 to 2005-06 was conducted by 
a test check of the records in the office of the Principal Secretary, Health 
Care, Human Services and Family Welfare Department and all the four 
Chief Medical Officers of district hospitals/ CHCs and Central Medical 
Stores, Gangtok. Besides the State Referral Hospital (STNM), eight PHCs 
and 27 PHSCs were also test checked during Audit, selected on the basis of 
a two-stage sampling process i. e population (census of 2001) and the 
distance of the PHC from the district for selection of PHSCs. Out of total 
expenditure of Rs. 318.48 crore, Rs. 84.17 crore (26 per cent) pertaining to 
the above units was test checked in Audit. 

3.3.4 Audit objectives 

The main objectives of the performance Audit of 'Health Care 
Management' were to assess whether: 

) A clear policy frame work was in place and allocation and 
utilisation of funds for the health sector was adequate; 
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~ Programme and schemes were implemented economically, efficiently and 
effectively for providing acceptable standards of health care to the people 
especially the vulnerable sections of the society; 

~ Deployment of manpower was efficient and effective compared to the 
requirement; 

~ Delivery mechanism in health care was adequate, economical, efficient, 
effective and equitable; and, 

~ Monitoring and evaluation mechanism was appropriate, timely and 
effective. 

3.3.5 Audit Criteria 

For arriving at conclusions against the above objectives, the following criteria 
were adopted: 
~ Policy pronouncements by the State Government and GOI (National 

Health Policy and National Blood Policy of 2002); 
~ National averages of success in lMR, MMR and simi lar other acceptable 

indicators; 
~ GOI norms I WHO norms regarding availability of quality infrastructure, 

medicos and para-medicos; 
~ Sikkim Public Works Code and Manual, Sikkim Financial Rules, 

Orders/notifications issued by the State and Central Government, 
~ Monitoring mechanism prescribed. 

3.3.6 Audit l\1ethodology 

The performance Audit commenced with an entry conference with the 
Departmental officers in May 2006, wherein the Audit objectives, scope, 
criteria and methodology were discussed and the inputs of the Department 
were obtained. Audit conclusions were arrived at on the basis of a test check 
of records as detailed in paragraph 3.3.3 and replies of the Department to the 
questionnaire issued. The report was finalised after taking into consideration 
the points put forth by the Department during an exit conference held in 
September 2006 with the Principal Secretary and other officers of the 
Department. 

Audit fuulings 

3.3.7 Policy frame ~ork 

The GOI announced a revised 'National Health Policy' in 2002 which, inter 
alia, stipulated i) framing of a State policy taking into consideration the 
specific conditions prevailing in the State, ii) increase in State health sector 
spending from 5.5 to 7 per cent of the budget by 2005 with a view to achieve 
an acceptable standard of good health among the general populace of the State, 
iii) improve access to health care and iv) render effective service delivery by 
augmenting existing health infrastructure and creating new infrastructure in 
deficit areas. 
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It was however, noticed that the State Government had not yet (as of 
September 2006) formulated a comprehensive health policy for 
implementation of various measures towards quality health care in the State. 

The State also lagged behind in allocating adequate resources for health sector. 
The health sector allocation ranged between 3.9 to 4.6 per cent of the State 
plan during the period 2001-02 to 2005-06 and was short of the stipulation of 
the National Health Policy by 1.3 to 3.1 per cent, aggregating Rs. 29. 12 crore 
during 2001-06. In fact, the gross allocation decreased from 4 .6 per cent in 
2001-02 to 3.9 per cent in 2005-06 as shown below: 

Year 

Table - 3.3.1 
(Rupees in crore) 

Year State plan Allocation to Stipulation of National Healtl1 Short 
size health sector Policy allocation .. _ 

Percentage Amount 
2001-02 281.50 13.00 (4.6) 5.5 15.48 2.48 (0.9) 
2002-03 350.00 16.00 (4.6) 5.5 19.25 3.25 (0.9) 
2003-04 370.00 17.00 (4.6) 5.5 20.35 3.35 (0.9) 
2004-05 446.33 19.00 (4.2) 5.5 24.54 5.54 (1.3) 
2005-06 470.00 18.40 (3.9) 7.0 32.90 14.50 (3.1) 
Total 29.12 
(Source: Demand for grant). Figures in brackets represe111 percentage. 

In reply, ' Principal Secretary, Health Care, Human Services and Fami ly 
Welfare Department stated (September 2006) that the matter would be taken 
up with the State Government for suitable enhancement in allocation. 

3.3.8 Financial Performance 

Budget provision, actual expenditure, savings and excess expenditure under 
revenue and capital heads during the period 2001-02 to 2005-06 were as 
under: 

Table-3.3.2 

rovisi.on Actual e endiJure 
Revenue Total Ca iJal Revenue Total 

2001-02 4.47 41.60 46.07 4.40 37 .72 42.12 
2002-03 3.32 45.40 48.72 3.33 40.77 44.10 
2003-04 3.85 42.5 1 46.36 3.85 39.86 43.7 1 
2004-05 4.04 57.86 61.90 3.87 54.46 58.33 
2005-06 8.92 54.68 63.60 7.94 52.81 60.75 

(Source: Appropriation Accounts). Figures in brackets represent percemage. 

Availabi lity of funds was not a constraint to the Department. As is evident 
from the above table, the savings ranged between 3 and 10 per cent of the 
provision. Audit analysis revealed that major portion of savings ranging 
between Rs. 2.69 crore (101 per cent) in 2003-04 and Rs. 4.43 crore (96 per 
cent) in 2002-03 were from plan funds meant for developmental purposes as 
shown below: 
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Table-3.3.3 
(R11pees in crore) 

Year Total sa'·inES Plan Non-olan 
2001-02 3.95 3.78 (96) 0.17(4) 
2002-03 4.62 4.43 (96) 0.19 (4) 
2003-04 2.65 2.69 (101) (-) 0.06 (0) 
2004-05 3.57 3.58 (100) (-) 0.01 (0) 
2005-06 2.85 2.78 (98) 0.07 (2) 

Audit analysis further revealed that sizeable funds meant for implementation 
of various programmes such as National Programme for Control of Blindness 
(NPCB), Reproductory and Child Health (RCH), Revised National 
Tuberculosis Programme (RNTCP), and National Mental Health Programme 
(NMHP) were not utilised in full in all the five years as shown below: 

Table- 3.3.4 
(R11pees in lakh) 

Programme Panicufars Year 
2001-02 2002-03 2003..()4 2004-05 2005-06 

NPCB Available fund 24.33 11.60 9.60 15.70 Notf11mis lled 
Utilised 24.18 (99) 2.81 (24) 2.05 (21) 3.63 (23) Not fumished 

RNTCP Available fund 114.90 86.24 60.17 78.50 94.75 
Utilised 100.43(87) 78.89(91) 58.51(97) 63.82(81) 79.85(84) 

NMHP Available fund 28.50 15.40 10.32 18.11 12.44 

RCH 
Utilised 13.10 (46) 5.08 (33) 3.70 (36) 5.67(31) 2.62(21) 
Available ftmd 158.36 211.15 212.99 298.19 361.90 
Utilised 69.14 (44) 78.87 (37) 180.43 (85) 255.40 (86) 126.69 (35) 

Source Annual Accounts and lnfonnation furnished by the Depanment. Figures in brackets 
represent percentage. 

Availability of funds was not a constraint to the schemes. Fund utilisation was 
very poor in aJI these schemes during some years . Savings under these 
programmes occurred primarily due to absence of plans for incurring 
expenditure, non-identification of beneficiaries, delay in finalisation of 
tenders, partial implementation of schemes, non-appointment of staff, etc. 
These cases also indicated that the programme management in the Department 
was not satisfactory resulting in denial of intended benefits to the targeted 
groups. 

While accepting the fact, the Department stated (September 2006) that efforts 
were being initiated to ensure timely implementation of the schemes to 
minimise the savings in future. 

3.3.9 Infrastructure 

Scrutiny of records revealed that while essential infrastructural facilities (such 
as water supply, electricity, labour room, operation table, telephone 
connection, etc) relating to delivery of medical facilities to the public was by 
and large adequate in secondary and tertiary sectors, these were deficient in 
primary sectors i.e. PHSCs and PHCs. The shortages of hospitals led to denial 
of e~sy access of health care facilities to the populace as envisaged in the 
Nationa·t Policy. It was noticed in Audit that the Department failed to not only 
ensure completion of construction works within the stipulated time frame but 

65 



Cl/APTER-Ill: Civil Departmenls (Performance AudiJ) 

also slipped in creating associated infrastructure for making the equipment and 
machines operational. The Department was also found deficient in expedjtious 
completion and commissioning of infrastructure within the stipulated time 
frame, and their upkeep. The cases noticed during the course of Audit are 
elucidated below: 

3.3.9.1 Inadequacy ofCHCs, PHCs and PHSCs 
According to GOJ norms, one PHSC, PHC and CHC each should be set up for 
a population size of 3,000, 20,000 and 80,000 respectively. Although the 
Department showed 100 per cent achievement in coverage of PHSC, PHC and 
CHC in the State to the GOI through its monthly/ quarterly returns, the 
existing number of PHSCs and CHCs were found short of the norm by 13 (8 
per cent) and 02 (33 per cent) considering population size as per Census -
2001. Details are shown below: 

Table- 3.3.5 

Institutions Particulars State Dbiricts 
·-----~ 

East North South w~t 

Population as oer 2001 census 4,80,488 1,9 1,803 39,775 1,27,560 1,21 ,300 
CH Cs Required 6 2 l 2 l 

Existed 4 l J J I 
Shortal(e 2 (33) I (50J - 1(50) -

PH Cs Required 24 10 2 7 6 
Existed 24 8 3 7 6 
Shortage nil 2 (20) (-) / - -

PHSCs Required 160 64 13 43 40 
Existed 147 48 19 41 39 
SlwrtaKe 13 (8) 16 (25) (-)6 2 (5) 1(3) 

(Source: Quarterly Progress Report 011 Rural Health Schemes- quarter ending March 2006) 
Figures in brackets represent percentage. 

The shortage was more pronounced in secondary sector18 (33 per cent) 
followed by primary sector19 (8 per cent). The district-wise analysis revealed 
that the shortage was most in East District (secondary 50 per cent, primary i.e 
PHC and PHSC by 20 and 25 per ce1ll respectively) followed by South district 
(secondary by 50 per cent and primary i.e. PHSC by 5 per cent). 

While accepting the shortages, the Department intimated (September 2006) 
that 100 per cent achievement was shown as per 1991 census and further 
informed that projection in 11th Five Year Plan had been made for 
establishment of new health infrastructure in the deficient area. 

3.3.9.2 Inordinate delay in construction of 100 bedded Community Health 
Centre 

The construction of 100 bedded Community Health Centre at Mangan, North 
Sikkim was taken up (April 1997) through the Building and Housing 
Department (BHD) at an estimated cost of Rs. 4.41 crore with a stipu lation to 
complete within 36 months (March 2000). It was, however, noticed that the 
hospital remained incomplete even aft~r eight years of commencement of 

18 CHCs. • 
19 PllSCs and Pl/Cs. 
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Work, primarily due to paucity of funds under capital head. This not only 
deprived the people of North district from availing proper health care 
fac ilities but also led to blocking of funds of Rs. 5.27 crore as of March 
2006 fo r more than eight years besides cost escalation of Rs. 23.68 lakh 
towards difference in the cost of material. 

The Department informed (September 2006) that the matter had been taken 
up with the BHD for early completion ofCHC. 

3.3. 9.3 Non-establishment of drug testingfacilities 
The Department did not have any laboratory facilities in the State for drug 
testing and thus drug samples were sent to Guwahati for testi ng which took 
on an average six months time for analysis by which time drugs were 
util ised/ consumed by the patients. To overcome the problem, GOI based 
on the proposal submitted (July 1999) by the State Government approved 
and sanctioned (August 2000) Rs. 15.80 lakh for construction of Drugs 
Testing Laboratory (DTL) at Deorali, Gangtok. Although, construction 
was completed (April 2005) at a cost of Rs. 15.80 lakh, it was allotted to the 
Central Health Medical Stores instead of DTL. The drugs samples 
continued to be sent to Guwahati for testing. Thus, despite expend iture of 
Rs . 15.80 lakh, the long felt need of the Department to establish drug testing 
fac ility locally, espec ially to meet emergent need of testing and obviate 
administration/distribution of possible sub-standard and/or spur ious drugs 
to the patients was not achieved. 

While accepting the fact, the Department informed (September 2006) that 
the proposal for vertical extension of the building by two more floors had 
been initi ated to accommodate the DTL. Thus the purpose for which the 
building was constructed was defeated . As of date (November 2006), drug 
testing laboratory had not been made operational and samples continued to 
be sent to Guwahati for testing. 

3.3.9.4 Non-completion of Drug De-addiction centres 
GOI sanctioned (September 1997) Rs. 8 lakh for construction of drug de
addiction centres at District hospital, Namchi with the stipulation to utilise 
the grant within 18 months 
fro m the date of sanction. The 
fund was not utili sed within 
the stipulated period and only 
as late as in December 2000 
the work was taken up 
d e p a rtm e nt a ll y at a n 
estimated cost of Rs . 19.33 
lakh. It was noticed that even 
after spending Rs. 19.33 lakh 
(Ma r c h 2 00 6) , th e 
co n s tru ct io n rema in e d 
incomplete and the centre 

L__~~~~~~~~~~~~~~~--' 

could not be operationalised for treatment of drug addicts of South district. 
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In reply, Principal Secretary informed (September 2006) that the remaining 
work had since been taken up departmentally with revised estimate and the 
building was likely to be completed by December 2006. 

Similarly, Rs. 8 lakh sanctioned (November 1999) for West district for 
drug de-addiction centre was utilised for acquiring (May 2003) a building 
(an erstwhile food godown belonging to Food and Civil Supplies 
Department) at a cost of Rs. 15.49 lakh. But the drug de-addiction centre 
had not become operational till the date of Audit (June 2006). 

The Principal Secretary informed (September 2006) that the building being 
old was proposed to be dismantled and a new drug de-addiction centre 
constructed during the eleventh five year plan. 

On account of the casual approach of the Government, the people of the 
State were deprived of two drug de-addiction centres. 

3.3.9.5 Non- Commissioni11g of esselltial machines 
Three x-ray machines purchased (between October 1997 and 2003) at a cost of 
Rs. 6 lakh were not commissioned due to lack of supporting infrastructure 
facilities such as proper room, electrical connection etc. and were lying at 
Rangpo, Soreng and Dentam PHCs depriving the needy patients of much 
needed facilities. Further, an anaesthetic machine and a horizontal auto-clave 
machine purchased during0ctober200 1 and March 2002 for Rs. 15.1 1 lakh and 
Rs. 16.40 lakh respectively were lying unused at Mangan Hospital in the 
absence of adequate space. 

These cases point towards absence of proper planning before finalising 
purchases at the level of Secretary and lack of initiation on the part of the 
concerned Medical Officer and Chief Medical Officers in-charge of the 
respective PHCs to make the equipment operational at the earliest. Thus the 
above equipment could not be used for the purpose it was purchased depriving 
the people of diagnostic, surgical operation and life saving facilities. 

3.3. 9. 6 Non- repair of machines and equipment 
Equipment worth Rs. 1.2 l crore20 was lying in unserviceable condition in 
STNM Hospital as of March 2006 since April 2002 due to its non-repair. 
Although, work orders were issued (February 2003) to one Gangtok based 
firm,21 based on the lowest offer, for carrying out repair works within one month 
at a cost of Rs. 2.06 lakh, the firm declined (November 2004) citing its inability 
to repair. The Director-cum- Superintendent of STNM had neither initiated any 
alternative measures to make the equipment functional nor penalised the firm 
for backing out after acceptance of work order. Similarly, other important and 
useful equipments such as operating microscope (2); slit lamp, dager SA2 OT 
ventilator; image processors, pringer for echo machine; Oxy monitor sat BPL; 
etc. were also lying non-functional for a considerable period of time. 

20 Digital Elecro-Myograph:Rs.22 11 lakh, Holter Monitor with Telemetry: Rs. 30.59 lakh. 
Surgical Laser: Rs.38. 14 lakh and Blood Gas Analyser: Rs. 30.25 Lakh. 

21 Mis Bright Scientific instruments. 
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The Princ ipal Secretary, wh ile accepting fau lty planning for purchase of 
equipment in the past assured (September 2006) synchronisation of all 
purchases with associated fac ilities in future. 

3.3. 9. 7 Vacant staff quarter for medical staff 
12 units of class II staff quarters, 
constructed between 1988 and 
2003 for Rs. 52.44 lakh, remained 
vacant in East22 (4 units costing Rs. 
16.1 6 lakh) and South23 (8 uni ts 
costing Rs. 36.28 lakh) di stricts 
s ince the date of construction 
mainly because there were no 
takers as most of the staff posted in 
the PHCs and PHSCs were loca l 
residents. Further, I 0 residential 
quarters in four di stricts were 
occupied only for a short period 
and thereafter remained vacant; 

~-------------~ 

cost of these quarters was not ~--------------' 

available with the Department. 

The fact that there were no takers indicated that the quarters were 
constructed without proper assessment of the requirement. The fund which 
remained blocked in these unused quarters instead could have been 
fruitfu lly utilised towards construction of 29 PHSCs (out of total 147 
PHSCs) as these were function ing from rented buildings as of May 2006. 

While accepting the fact , the Principal Secretary stated (September 2006) 
that in order to encourage occupation of the existing Government quarters, 
a proposal was being mooted fo r recovery of nominal house rent from the 
health functionaries posted in the remote health Centre. 

3.3.10 Man ower mana_gement 

Analysis of sanctioned strength, rnen-in-pos1tton and deployment of 
specialists, doctors and nurses revealed that the Department did not have 
any mechanism for monitoring the cadre-wise pos ition of sanctioned and 
effective staff strength of various categories of medical personnel at 
appropriate intervals for proper management of manpower resources as is 
evident from the following paragraphs: 

3.3. 10. 1 Shortage of specialists and para-medicos 
Audit analysis of sanctioned strength vis-a-vis men in position revealed 
that against the sanctioned strength of 639 posts, 11 8 posts ( 18 per cent) 
remained vacant as shown below: 

22 Bering PHSC (2) and PachakPHSC (2). 
23 Melli PHC (6) and Ka tang bonray PHSC (2). 
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Table - 3.3.6 

Category Sanctioned In-position 
(i) (ii) (iii) 

Surgeon 4 I 
Obstetrician/Gvnaecologist 4 I 
Physician 4 I 
Paediatrician 4 I 
Anaesthetist 4 I 
Block Extension Educator 9 3 
Phannacist 28 3 
Health Assistant(F)fLHV 29 25 

1-lealth Workers(Fl/ANM 293 286 

Health Assistant(M) 30 8 
Health Worker(M) 171 149 
Lab. Technician 36 32 
Radiographer 8 5 
Public Health Nurse 2 0 
Health Educator 13 5 
Total 639 521 

(Source: Quarterly progress report for the quarter ending March 2006) 
Figures in brackets represent percentage. 

Shortages 
(iv) 

3 (75) 
3 (75) 
3 (75) 
3 (75) 

3 (75) 
6 (33) 

25 (89) 
4 (72) 

7 (2) 
22(73) 

22 (87) 
4 (11) 

3 (25) 
2 (I 00) 
8(62) 

118 

It would be seen from above that the shortages were higher in the cadre 
of specialists24 (75 per cent) fo llowed by Health Educators (62 per cent) 
and Laboratory Technicians (11 per cent). 

Acute shortages of specialists adversely affected the health care system, 
especially in secondary and tertiary level in all the four di stricts of the State 
and led to referral of patients outside the State for treatment, involving 
considerable expenditure from the State exchequer as reimbursement. The 
Department attributed (August 2006) the shortages of specialists to non
avai lability of qualified manpower. No tangible action was, however, 
initiated by the Department to overcome this phenomenon. 

3.3. J 0.2 Irrational deployment of doctors and nurses 
State Government had not fixed any norms for deployment of doctors, 
nurses etc. as fixed by GOI. Audit analysis revealed that deployment of 
doctors, para- medicals and others in PHCs, PHSCs and CHCs had no 
bearing with that of total population, patients' turnout or even the identified 
cases as shown below: 

Table- 3.3.7 

Po ulation I Health Workers 

Population I Lab Tech 10,000 10,401 

(Source: Information furnished by the Department) 
# 1 post catering to the designated population size. 

1,001 

9.075 12,326 10,257 

24 Swgeons, Obstetricians/Gynecologists, Physicians, Pediatricians, Anesthetists. 
25 Population covered by one doctor/nurse/health worker etc. 
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In the absence of any norms fixed by the State Government, comparison 
with national norms was done in Audit. It was seen that there was overall 
surplus in doctors, nurses, health workers and health assistants category in 
the State compared to the national norm, though there were wide inter
district variations. While East district had higher concentration of nurses 
(l ,960: 1 ), North, South and West districts were deprived due to less 
deployment of nurses as compared to the norms, the ratio being 5,861 , 
7,737 and 12,326 respectively for one nurse. 

In reply, the Principal Secretary admitted the fact and stated (September 
2006) that absence of health policy led to irrational posting of doctors and 
health functionaries which would be eliminated after formulation of State 
health policy. 

3.3.10.3 Doctor-bed ratio 
Similarly, doctor-bed ratio was also not considered before deciding the 
deployment of doctors, specialists, staff-nurses, auxiliary nurses and 
midwives (ANMs), etc. , as shown below, leading to wide inter-district 
disparities in delivery of medical services: 

Table- 3.3.8 

Name of Hospital STNM'" South West North East 
No. of beds 300 100 100 50 100 
No. of specialists 44 (6.8) 7(14.3) 3~'(33 .3) 1 ~'(50) 4(25) 
No. ofMOs 61 (4.9) 18(5.6) 13(7.7) 3(17) 12(8 .3) 
Total No. of Doctors 105(2.9) 25(4) 16(6.3) 4( 12) 16(6.3) 
Staff nurses 11 5(2.6) 15(7) 10( 10) 7(7) 3(33.3 ) 
Source: Jnfonnotw n fam ished by Department. 
Figures in brackets represent number of beds per doctor/nurse. 

3.3.11 Delivery of service 

3.3.11.1 Absence of basic amenities in primary sector 
While basic amenities such as water supply, electricity, labour table, 
telephone connections, anaemia measuring machines etc. relating to 
delivery of medical facilities to the public was by and large adequate in the 
secondary and tertiary sectors, these were deficient in the primary sector 
i.e. PHSCs and PHCs. ln the 8 PHCs and 27 PHSCs test checked in Audit, 
the following deficiencies were noticed: 

);;:> 2 PHCs28 and 12 PHSCs29 were functioning without proper water 
facility; 

);;:> All 27 PHSCs were functioning without electricity connection; 
);;:> 1 PHC10 and 6 PHSCs11 did not have appropriate Labour table; 

16 Sir Tashi Nomgyal Memorial Hospital 
11 Dentist 
18 Dikchu & Namthang 
19 Makha, Middle Camp, Tarethang, Gor, Lum, Span tole, Paklci, Singling, Zoom, Rateypani, Katang, Phong. 
JO Namthang 
JI Tarethang, Gor, Phong, Uttarey, Boom tar. Hee Yangthang. 
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);:> Anaemia measuring machines for measuring the haemoglobin 
level in pregnant women and other patients for treatment of 
anaemia was not available in any of the 27 test checked PHSCs; 

);:> In 4 PHSCs, there were no sphygmomanometers (a pressure gauge 
for measuring blood pressure); 

);:> 7 PHSCs and 1 PHC were not connected by motorable road; 

);:> Existing building of l 0 PHSCs require immediate repairs. 
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Ambulances in two PHCs were not found to be in road -
worthy condition while in 7 other PHCs, these were more 
than eight years old . 

........ ...., ts 

,lllt' 

It indicated lack of urgency on the part of the Department to take care of the 
basic health care need of the people and equip the PHSCs and PHCs 
adequately for the purpose. 

In reply, the Principal Secretary informed (September 2006) that all the 
health centres in the State would be fully equipped in terms of basic 
equipment/instruments by 2006-07 with the sanction of 'Up-gradation of 
Hospitals and Health Centres' project. The Department further added that the 
road connectivity to the Sub-Centres as well as adequate provision for 
replacement of ambulances and programme vehicles would be taken up in 
the 11 th Five Year Plan. 

3.3.11.2 Shortageofmedicines 
Excluding charges for x-ray, CT-scan, ECG, private room etc., all other 
medical facilities are provided free of cost by the State Government. 

Test check ofrecords revealed that on an average, only 43 per cent of tablets, 44 
per cent of injections and 24 per cent of capsules prescribed by the doctors were 
supplied to the indoor patients forcing the poor and needy patients to buy the 
same from open market or compromise without adequate doses. Central 
Medical Health Stores (CMHS), responsible for procurement and issue of 
medicines for the entire Department, attributed (August 2006) this to lack of 
adequate funds . Had the sectoral allocation been kept at the GOI stipulated 5.5 
and 7 per cent, as discussed in paragraph 3 .3. 7, and also full utilisation of the 
allocated fund, shortage of funds could have been obviated and the poor and 
needy patients would not have been denied the basic health care facilities. 

In reply, the Principal Secretary informed (September 2006) that with the 
implementation of the National Rural Health Mission in the State the 
shortage of drugs and medicines was expected to be reduced to some extent. 

In view of what has already been stated by Audit, the reply of the 
Government is not tenable. 
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3.3.11.3 Status of institutional deliveries (child birth) 
Considering the very high Maternal Mortality Rate (MMR) in India, 
deliveries in hospitals are encouraged for safe delivery and survival of the 
child . It was seen that while insti tutional deliveries increased from 47 per 
cent in 2001 -02 to 57 percent in 2005-06 in the State, deliveri es by untrained 
attendants decreased from 17 per cent to 11 per cent in the corresponding 
period. Analysis, however, revealed that 37 to 45 per cent of the institutional 
deliveries emanated from STNM Hospital (Urban Family Welfare Centre) 
indicating that there was not much of improvement in the functioning of 
primary and secondary sectors as would be seen from the data given below: 

Table- 3.3.9 
Year Total Home deliveries Institutional deliveries 

deliveries Untrained 
attendants 

001 -02 8,4 10 1,400 (17) 

?002-03 8,507 1, 111 (13) 
003-04 9.525 1,262(1 3) 
004-05 8,515 879(10) 
005-06 9,590 1,074(1 1) 
Total 44,547 5,726 

Source: A11n11ul Report of the Department. 
Figures in brackels represent percentage. 

Trained 
attendants Total Institutional Deliveries In 

deliveries STNM 
3,087(37) 3 923(47) 1,448(37) 
3,506(4 1) 3,79 1(45) 1,496(39) 
3,437(36) 4,826(5 I) 2,078(43) 
2.,637(3 1) 4,999(59) 2,243(45) 
3 090(32) 5,526(57) 2 488(45) 

15,757 23,065 9,753 

In fact, no del ivery took place in two PHSC (Gor and Lingding under 
Passidong PHC) and three PHSCs (Lin.key, Bearing and Tarethang under 
Mac hung) primarily due to non-availability of basic facil ities in the PHSCs 
and PH Cs and absence ofavailability of specialists in CHC/district hospitals 
as stated in para 3.3.11. l and 3.3.10.1 respectively. 

It was also noticed that the number of deliveries (child births) reported by the 
PME cell of the Department was 34,957 against 43, 11 7 ( 44,590 minus 1,4 73 
birth at CRH, Tadong) deliveries recorded by the Birth and Death Cell for the 
period 2001-02 to 2004-0532 indicating that 8, 160 cases of delivery (19 per 
cent) were not reported to the Department and were, thus, not covered by 
institutional deliveries or deliveries attended by trained attendants, depriving 
them of much needed access to health care facilities relating to safe deliveries. 

While accepting the observation, the Princ ipal Secretary stated (September 
2006) that almost all the referred cases from all over the State were brought 
to STNM hospital taking the figure high as compared to rural areas and 
added that action for 24 hou:-s services at district hospitals and PHCs and 
labour rooms with labour tables to all the Sub-Centres was being initiated. 

B.3.12 Hospital management 
~~~~~~~~~~~~~~~--' 

3.3.12.1 Blood transfusion 
A well organised Blood Transfusion Service (BTS) is a vital component of 
healthcare delivery system. The GOI formulated 'National Blood Policy' 

12 Data relating to the period 2005-06 was not yet finalised by the birth and Death Cell. 
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(NBP) in 2002 (adopted by the State Government in January 2005), to ensure 
easy accessibility and adequate supply of safe and quality blood and blood 
components from voluntary blood donors by gradual phasing out of 
replacement donors in a time bound programme. The GOI subsequentl y set a 
target of 95 per cent for voluntary blood donation by 2007. 

Sikkim has lwo Government blood banks at (i) STNM hospital and (ii) district 
hospital, Namchi. An analysis of blood collection revealed that while STNM 
had showed remarkable improvement from 4 per cem in 200 l to 52 per cent in 
2005 in collection of blood from voluntary donors, the District Hospital , 
Namchi was far behind the target (95 per cent) as their collection from 
voluntary donors ranged between 2 and 9 per cent of total collection during 
the corresponding period as shown below: 

Table- 3.3.10 

Calendar year Total units ofBlood collected Collected through voluntary Replacement 
donors 

STNM Numchi STNM Nnmchi STNM 
'2001 769 339 34 (4) 11 (3) 735 (96) 
2002 748 325 34 (:\1 5n\ 714<95\ 
2003 955 '240 125 (13) 10 (4) 830 (87) 
2004 811 576 136 (J7l 47 (8\ 675 <831 
2005 857 380 443 (5'2) 34 (9) 414 (48) 

Source: lnformt1tto11fi1mnhed /Jy the Departme111. Figure~ 111 /Jr,1ckets represent percentage. 
II Upto March 

Nam chi 
3:!8 (97) 
320 (98) 
'.!30 (96) 
5'.!9 C9'.!\ 
346 (91) 

The Department stated (September 2006) that fund constraints were the main 
reasons for low performance in voluntary donation in respect of Namchi 
Hospital resulting in lack of Information, Education and Communication 
(IEC) activities in the district. 

3.3.12.2 Bio-waste management 
The GOI sanctioned (May 2001) and released (June 2001) Rs. 1.36 crore for 
'Hospital Waste Management'. It was noticed in Audit that while incinerators 
at Geyzmg, Mangan and STNM hospital were not commissioned as of May 
2006, incinerator at Singtam, though commissioned in July 2005, was closed 
dov. n in August 2005 due to non-provisioning of fuel. 

While non-commissioning at STNM and Mangan was attributed to lack of 
required electrification and likely shifting of CHC to new building 
respectively, no reason was furnished by the Department for Geyzing. Thus, 
failure to commission the incinerators despite an expenditure of Rs. 1.60 crore 
not only violated the Bio-Medical Waste (Management and Handling) Rules, 
1998 which stipulated setting up of waste treatment facilities by December 
200 l for hospitals having 200 to 500 beds and December 2002 for hospitals 
having 50 to 199 beds but also led to blocking of funds. Absence of proper 
treatment of bio-medical v. aste was fraught with the risk of environmental 
hazards. 

3.3.12.3 Referral cases 
According to Rule 8(i) of Sikkim Medical Faci lities Rules, referral outside the 
State can be made in case adequate facilities for rreatment of specialised 
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disease (cancer etc.) were not available within the State. It was, however, 
noticed that STNM hospital referred patients to other States who could have 
otherwise been created within the State thereby saving substantial Government 
funds on reimbursement of medical expenses. During the years 2001 to 2006 
(upto March) 50,486 patients comprising 8 to 12 per cem of the total patients, 
suffering from major and minor diseases, were referred outside the State and 
Rs. 2.05 crore was incurred by the Department in this regard as shown below: 

Table- 3.3.11 

Year ' Ju oatient admitted 
2001 8,863 
2002 9,993 
2003 9,859 
2004 10,051 
2005 9,607 
2006 (uoto March) 2,113 
Total so 486 

So111ce: Informatio11fumi1ited by the Department. 
Figures i11 brackets represent perce111age. 

Patients referred outside 
738 <8) 
848 (8) 

1,025 (10) 

l,142 (( () 

1,169 (12) 
264 (12) 

5186 <IO) 

This is all the more inexplicable in view of the fully functional Central 
Referral Hospital at Tadong (set up as a joint venture belween the ManipaJ 
Group and the State Government) where facilities were either free or at a very 
nominal rate to the patients of the State. 

Thus referral of minor·diseases outside the State was not justified. 

The Principal Secretary assured that referral cases would be reduced in future 
with the upgradation of the STNM hospital and full functioning of the Mani pal 
Hospital. 

3.3.12.4 Recovery of charges 
The Government of Sikkim, through the Department, notified the charges/fees 
for various investigations and tests, from time to time, under STNM and other 
District hospitals. According to the latest notification (10 November 2004) 
Rs. 5 per card was to be realised as fee from patients other than below poverty 
line (BPL) patients towards issue of out patient department (OPD) card at 
STNM and District hospitals. It was noticed that wh ile three District hospitals 
(East, North and South) and STNM hospital were realising this fee irrespective 
of above poverty line /below poverty line status, no fee was levied by District 
hospital, Geyzing. 

While realisation of fee from poor patients was against the intent of the 
Government to ex tend easy accessibility of health care facilities to DPL 
families , non-realisation of fee in West district led to loss of revenue. 

3.3.13 Monitoring and evaluation 

The Department had in place a Planning, Monitoring and Evaluation (PME) 
cell headed by the Director, Health Services, mainly engaged in obtaining 
infonnation periodically from the CHCs, PHCs and PHSCs on vital events like 

76 



Cl/APTER-Ill: Civil Deparlmeuls (Performance Audit) 

birth, death, immunisation, treatment of patients etc. There were minor 
discrepancies in the number of immunisation and number of births between 
initial records and whac was reported. Cross verification of data submitted by 
various field functionaries was never attempted. 

Monitoring for the effective management of hospitals was however wanting 
both at the Directorate and CMO level as data relating to basic amenities like 
medicines, equipments (x-ray, anaemia measuring machine, labour table), bed 
occupancy ratio, turnover intcrva1 33

, doctor bed ratio, doctor patient ratio, 
status of medical equipments etc. were never reported and as a consequence 
corrective action in this regard could not be taken . This was despite the 
appointment of medical records technicians to work out and compile the above 
data. The Director and the CMOs had thus fail ed co effecti vely superv ise and 
monitor the management of hospitals. 

During 2001-06, che status of health services was neither evaluated by the 
State Government nor by any other external agencies. 

3.3.14 Conclusion 

Although the State was performing well in terms of achievement of general 
health irulicators and containment of diseases, 11 lacked in the area of policy 
perspectives, rational deployment of available medicos, infrastructure 
management, etc. Acute shortage of Specialists, non-synchronisation of 
purchase of equipment with that of associated f aciliries leading to its non-use, 
short(lges of medicines, ere reduced the effectiveness of health care 
management in Sikkim. While the primary sector (PHSCs and PHCs) lacked 
basic amenities, sec:ondary and tertimy sectors suffered from acute shortage 
of Specialists affecting delivery of services to the public. 

3.3.15 Recommendations 

The following recommendations are made: 
> The State Government should formulate 'Staie HeaLLh Policy ' to provide 

policy perspectives and directions for implementation of various measures 
towards improving health care in the State. 

>- Allocation Lo health sector should be enhanced to 7 per cent of plan fund 
as envisaged in National Health Policy of 2002. 

):i- Efforts should be initiated Lo create adequate infrastructure in terms of 
CHCs. PHCs and PHSCs; operationalise the first referral uni ts in the 
remaining three d istricts; ensure essential associated facilities such as 
machines and equipment are in proper condition; fill up the vacant post of 
specialists, arrest inter-district disparities in deployment of doctors and 
nurses. 

;;.. Rational deployment of man power may be ensured for optimum 
utilisation of facilities in State referral hospital so that poor people get 
treatment in proximity to their homes. 

'·' ft 1.\ 111e 11re1age perwtl i11 11 tlav a bt!tl re11w1111 ' """'" bet11·u11 cme tl11chargt! 11111/ a11mhu atlmi1.1io11. It may he 
11ega1i1·e ,,r Rt>.1i111·t<. A 11egatfre 1.1 111c/iw111 c of .1rnn m· of /Jet/1· anti uver utili:.llli<m; a /0111: po.1irfre i.1 i11tlirntivt! of 
1111der 11tiliwr11111 hetl111.1e of eitl1er tle[n Ill'< 11d111i1.111111 pma tlure.1 nr poor quality 111eclical rnre. 
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[ HUMAN RESOURCE DEVELOPMENT DEPARTMENT ) 

3.4 SARV A SHIKSHA ABHIY AN 
~~~~~~~~~,~~~___._, 

Perfomiance Audit of Sarva Shiksha Abhiyan (SSA) for rhe period 2001-02 to 
2005-06 disclosed deficient planning, delayed and short release of funds, 
excessive managernent cost, appointment of teachers in excess of requirement, 
etc. The State failed in achieving the main objective of SSA to bring back all 
out-of-school children to school within 2003. Implementation of SSA did not 
contribute towards quality improvement of education as envisaged in the 
programme as course curriculum was not revised, training of teachers was far 
below the target and research and development activity was not accorded 
desired priority. Monitoring and evaluation of the programme was never 
conducted to gauge its success. 

Hie;hlights 

Short as well as delay in release of State's matching share of Rs. 8.09 
crore led to non-release of further instalment of Central share of Rs. 17.07 
crore. 

(Para 3.4.7.2) 
lnspite of availability of Rs. 1.72 crore, the target of training 8,766 
teachers was not achieved. Shortfall ranged between 72 to 100 per cent 
during 2002-03 to 2005-06. 

(Para 3.4.8.8) 
Despite considerable expenditure towards implementation of SSA, SIS 
failed to bring back 6,310 out-of-school children indicating a shortfall of 
42 per cent even after five years of implementation. 

(Para 3.4.8.2) 
Research and Development (R&D) activities were not carried out despite 
release of Rs. 23.94 lakh. 

(Para 3.4.9) 

3.4.1 Introduction 

Sarva Shiksha Abhiyan (SSA) is a flagship programme of 001, launched in 
January 200 I, to achieve Universal Elementary Education (UEE) in the 
country in a mission mode by providing useful and relevant elementary 
education to all children in the age group 6 to 14 years by 2010. The main 
objectives of the programme were as follows: 

}> To have all children in school, education guarantee centre, alternative 
schools and 'back to school ' camps by 2003 (revised to 2005 in March 
2005); 

}> To ensure that all children complete five years of primary schooling by 
2007; 

}> To ensure all chi ldren complete eight years of elementary schooling by 
2010; 
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)> Focus on elementary education of satisfactory quality with emphasis 
on education for life; 

)> Bridge all gender and social category gaps at primary stage by 2007 
and at elementary education stage by 2010; 

)> Universal retention by 2010. 

3.4.2 Organisational set-up ' 

In Sikkim, SSA was implemented ttirough "Sarva Shiksha Abhiyan State 
Mission Authority" (SSASMA), a society registered (February 2001) under 
the Sikkim Society Act. The General .Body of the SSASMA was formed in 

I 

September 2002 with the Chief Minister as the President and Minister of 
Education and Welfare as Vice - Presidents amongst other members. To 
administer the affairs of the Mission, an Executive Committee was constituted 
(September 2002) with the Chief Secretary as the Chairman and Principal 
Secretaries of Education and Welfare Departments as the Vice- Chairmen, 
amongst others. Similarly, District Units of SSA Mission (SSAM) were 
established (February to August 2002) with District Collectors as Chairmen 
for all the four districts of the State. All the State level activities relating to the 
scheme were done at the Directorate known as State Project Office (SPO) and 
district level execution was carried out by the District offices of the Education 
Department known as District Project Units (DPUs). Organogram of the SSA 
in the State is shown below: 

OFFICER 
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JTDRECTOn 

OYDIRECTOA 
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ASSTT DI REC TOA 
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Chart-3.4.1 
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3.4.3 Scope of Audit 

Performance Audit of SSA for the period 2001-02 to 2005-06 was carried out 
through a test check of records maintained in the State Project Office and all 
the four District Project Offices localed at East, West, North and South 
Districts relating to entire expenditure of scheme. The Audit was conducted 
during Augu t-September 2005 and was updated during April-May 2006. 

3.4.4 Audit Objectives 

Performance Audit of SSA was carried out with a vi~w Lo assess whether: 
).- All the targeted children were enrolled in schools. Education 

Guarantee Centres. alternative schools, back to school camp by 2003; 
)';>- The major interventions under SSA were canied out as per the norms 

fixed in SSA guidelines; 
)';>- The quality of educational standard as envisaged in the programme 

guidelines were achieved; 
)';>- Planning for implementation of various programmes through NGOs 

was efficient. 

3.4.5 Audit criteria 

Following criteria were used to ascertain: 
)';>- Annual work plans, standards of output and benchmarks of 

performance for each component of the scheme; 
)';>- Norms for appointment of teachers and facilities to be provided in 

schools; 
)';>- Standards of education including curricula, teaching learning materials 

and teachers' training; 
)';>- Coverage of special target groups as prescribed; 
)';>- Monitoring mechanism specified by the GOT. 

3.4.6 Audit methodology 

Performance Audit of SSA commenced with entry conference (July 2005) in 
which the Director and Additional Director besides other senior officers of the 
Education Department responsible for implementation of SSA participated. 
Audit was carried out based on an analysis of the procedures existing in the 
implementing Department, State implementing agency, District implementing 
agencies, block resource centres, cluster resource centres and schools and 
analysis of data provided by these agencies to obtain specified results. 
Questionnaires were also issued and replies were examined with reference to 
original records before aniving at Audit conclusions. Social and Rural 
Research Institute (SRI), a specialist unit of Indian Market Research Bureau 
(IMRB) was commissioned by Audit for assessing the impact of SSA from the 
perspective of the beneficiaries and their parents. The findings of SRI have 
been incorporated in this report. The report was finalised after obtaining the 
views of the State Project Director and Commissioner-cum Secretary, Human 
Resources Development Department. 
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Audit findings 

3.4.7 Fund Management 

3.4. 7.1 Funding pattern 
The expenditure under SSA was financed by the GOI and the State 
Government in the ratio of 85: l5 during IX Plan (1997-2002), 75:25 during X 
Plan (2002-07) and 50:50 thereafter. The funds from GOI were to be released 
directly to the State Implementing Society (SIS). The State Government was 
required to give written commitments to transfer its share to the SIS within 
chirty days of the receipt of Central contribution. The appraisal and approval of 
plans were to be completed in time for the first instalment, co meet the 
proposed expendi ture of the first six months to be released by l 51

h April. 
Release of further instalments to the SIS was to be made only after the State 
Government had transferred its share to the SIS and expenditure of at least 50 
per cent of the available funds (Centre and State) was incurred. Details of 
approved work plan and budget, Central and State share and its release. 
expenditure, etc for the period 2001-02 to 2005-06 was as shown below: 

Table - 3.4.1 
(Rupees in lakii) 

Year Annual Share ..; I:> Relea'led 
., 

Total Expenditure 
Work Plan release ' 

& Budget Central State Central State 
2001-02 146.22 124.29 21.93 62.00 (50) 11 .00 (50) 73.00 73.00 
2002-03 566.86 425.14 141.72 425.14 (100) 75.00 (53) 500.14 309.93 
2003-04 1,096.60 822.45 274.15 269.73 (33) 140.24 (5 1) 409 .97 618.04 
2004-05 1,600.68 1,200.51 400.17 600.25 (50) 200.00 (50) 800.25 755.00 
2005-06 1989.87 1,492.40 497.47 1,000.25(67) 100.00(20) 1,100.25 964.64 

Total 5,400.23 4,064.79 l,335.44 2,357 .37 (58) 526.24(39) 2 883.61 2.720.61 
( Figures in brackets represent percmtages) 
Source: Annual Report 2004-05 and 2005-06 of State Project Office of SSA and Departmema/ figure 

3.4. 7.2 Short release of funds 
According to the financing pattern of SSA, Rs. 40.65 crore34 and Rs. 13.35 
crore35 was required to be released by GOI and the State Government 
respectively as per the Annual Work Plan of Rs. 54 crore for the years 2001-
02 to 2005-06. However, as against this, GOI and the State Government 
released Rs. 23.57 crore (58 per cent) and Rs. 5.26 crore (39 per cent) 
indicating a shortfall of 42 and 61 per cent respectively. 

Audit analysis revealed that the State Government neither kept adequate 
provision in the budget nor gave written commitments as required under 
guidelines and released only Rs. 5.26 crore against the requirement of 
Rs. 13.35 crore indicating a shortfall of Rs. 8.09 crore. 

Thus the short release of funds by the State Government and the consequent 
curtailment of the GOI share led to less availability of funds to the extent of 

1' RJ'. 124.29 lukll (85% nf R>. 146.22 lukh) fur 2001-02 and RJ'. 3940.50 luk/1 (75% nf Rs. 5254.0/lukh)for rlie years 
200UJ3 ro 2005-06= Rs. 4,064.79 lakh. 
·'·' R.f. 21.93 fakir (15% of R.r. 146.22 lakh) and R.r. 1313.51 /akli (25% of Rs 5254.01/akh)for rlie years 2002-03 10 
2005-06= Rs. 1,335.44 /akli. 
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Rs. 25.17 crore for the years 2001-02 to 2005-06 which adversely affected 
implementation of the programme as elucidated in subsequent paragraphs. 

While accepting the facts, the SPD, SSA stated (September 2006) that the 
State Project Office would approach the Government to release the shortfall in 
regard to the State's share. 

3.4. 7.3 Delayed release of ftmds 
lnspite of clear stipulation in the guidelines to release first instalment by the 
GOI within 15 April and subsequent instalments after the release of matching 
share to the Society by the State Government, funds were released belatedly 
by both the Central and the State Governments. Notwithstanding this, even 
during 2004-05 (Rs. 6 crore) and 2005-06 (Rs. 10 crore) when funds were 
released in time by GOI, corresponding matching share (Rs. 2 crore & Rs. l 
crore) was released by the State Government at the fag end of the year with the 
delay ranging between 79 and 288 days which adver ely affected the 
implementation of programme as the required fund was not available for 
incurring expenditure as envisaged in the approved plan. 

While accepting the facts, the State Project Director (SPD) stated (September 
2006) that the matter would be taken up with the State Government for timely 
release of funds to make the programme successful. 

3.4.8 Programme implementation 

SSA envisaged following major interventions to achieve the scheme 
objectives: 

>- Household surveys, planning, studies, community mobilisation, school 
based activities, trainings etc; 

>- Opening of new primary schools and upper primary schools, EGS 
centres, Alternative schools, and innovative Education centres; 

);>- Appointment of teachers; 
>- Construction of additional classrooms, other basic facilities and repairs 

& maintenance of existing school buildings; 
>- Free text books to all girls and SC/ST children; 
>- Teaching learning equipment (TLE) for Upper Primary Schools; 
>- School grants and teachers grants; 
>- Training to teachers and community leaders; 
>- Management cost; 
>- Setting up of BRCs and CRCs; 
);>- Innovative activities i.e. girls education, early child care and education 

(ECCE), children belonging to SC/ST community, computer education 
in UPS level; and 

);>- Research, Evaluation, Supervision and Monitoring. 

Audit observations relating to above major interventions are detailed below: 

3.4.8.J Plannillg 
The planning process starts at the habitationa1 level and moves upwards to 
block level, district level, and then to State level. It was noticed that critical 
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steps involved in planning such as strengthening I setting up of district 
education offices and selection of personnel at district/ block/ clust~r level; 
formation of core planning teams at district, block and village level: training 
and orientation of these teams; collection of various data, undertaking 
household survey and baseline studies; plan formulation by consolidating the 
habitational/ cluster/ block level plans: etc were although appropriately done, 
matching fund ing was not forthcoming from the State Government leading to 
curtailment of funds by the Central Government which affected programme 
implementation as brought out in the previous paragraphs. Project Apprajsal 
Board (PAB) meeting for approval of plan and sanction of funds for first 
instalment was held belatedly between July (2004-05)/May (2005-06) during 
2001-02 to 2005-06 instead of April each year. PAB meeting for second 
instalment was usually held at the fag end of the year which obviously affected 
programme implementation. 

3.4.8.2 Out of school children 
The main objective of the SSA was to enrol all the children in schools, 
education guarantee centres, alternative schools and back to school camps by 
2003. It was noticed in Audit that out of 15,033 out-of-school children 
identified by SIS in 2001 only 8,723 (58 per cent) children could be brought 
back to school as of March 2006 leaving 6.310 out-of-school children 
indicating a shortfall of 42 per cent. Thus, the SIS failed to achieve the basic 
objectives of SSA lo bring back all the children to school by 2003 even after 
five years of implementation of the scheme and involvement of considerable 
expenditure. On the contrary, enrolment at elementary stage was progressively 
decreasing from 1,05,213 in 2003 to 1.01,485 in 2004 and 99,905 in 2005 
academic session instead of increasing indicating less impact of SSA 
intervention. 

The reply (September 2006) of the SPD confirmed the above position. 

3.4.8.3 Opening of new Upper Primary Schools (UPS) 
SSA guidelines laid down one upper pri mary school (UPS) for every two 
primary schools (PS). As on date of Audit, the ratio between UPS (288) and 
primary schools (782) was t :2.8 indicating a shortage of 103 UPS in the State 
as can be seen from the table below: 

Table- 3.4.2 

District Primary school Uooer.,. school Ratio 
East 242 95 1:2.54 
West 225 74 1:3.04 
South 225 89 1:2.68 
North 90 30 1:3.00 
Total 782 288 1:2.72 

Source: Discricc lnformacion Syscem of Educacion (DISE) Reporc 

Mismatch between the desired ratio ( 1 :2 between UPS and PS) and actual ratio 
was indicative of improper planning which was bound to have adverse impact 
on effective programme implementation. 
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In reply, the SPD stated (September 2006) that there was no mismatch 
between the desired and actual ratio in the State as per the required ratio of 
l :2. The reply is factually incorrect as the ratio was worked out by Audit on 
the basis of actual number of UPS and PS. 

3.4.8.4 Education Guarantee Scheme (EGS) Centres 
SSA guidelines (Para 3.2) envisaged opening of Education Guarantee Scheme 
(EGS) centres for bringing back out-of-school children to schools with the 
help of NGOs. To achieve this, opening of 87 EGS centres in the State was 
approved (December 2002) and Rs. 42.52 lakh was sanctioned (between 2002-
03 and 2004-05) and released by the GOI (December 2002). 

It was noticed during Audit that: 
);> Only as late as in March 2005, 22 EGS centres were opened with the 

involvement of 5 NGOs and another 29 additional EGS centres were 
opened during 2005-06 which accommodated 256 out-of- school children. 

);> Inspite of projected requirement and sanction of funds, EGS centres were 
not opened in time and as a result even after five years only 8,723 out-of
school children from the total of 15,033 (April 200 l) could be brought 
back to school ti ll March 2006. 

);> No financial assistance was released to the NGOs for running the EGS 
centre so far in the absence of which it was highly unlikely that the NGOs 
would be either able or willing to carry out any worthwhile work. 

Thus, opening of EGS centres contributed little towards achieving the SSA 
programme objectives of bringing back all out-of-school chi ldren to school. 

3.4.8.5 Excess appointment and irregular deployment of Coordinators and 
teachers appointed under SSA 

SSA guidelines envisaged appointment of: 
);> At least two teachers in a primary school ; 
);> One graduate teacher for every class in the upper primary schools opened 

under SSA; 
);> One co-coordinator each in BRCs and CRCs. 

It was seen that 111 graduate teachers, 106 monastic teachers and 140 
coordinators were appointed for schools opened under SSA, of which 14 
graduate teachers, 38 monastic teachers and 26 coordinators were posted to 
Government schools which were not covered under SSA, without any 
recorded reasons. Thus, the expenditure of Rs. 1.75 crore incurred on salaries 
of these teachers and coordinators did not contribute towards development of 
education under SSA and instead led to diversion of SSA funds. 

In case of primary schools opened under SSA, SIS appointed (2003-04) 82 
School Mothers (SM) and 80 Primary Teachers (PRT) during 2003-04 against 
the requirement of 30 school mothers and 60 PRTs for 30 completed schools 
under SSA. This Jed to appointment of 52 excess SM and 20 PRTs. 
Expenditure of Rs. 1.41 crorc incurred on the salaries of SM (Rs. 69.36 lakh) 
and PRTs (Rs. 71.86 lakh) thus stood diverted. Details are shown below: 
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Table -3.4.3 
(Rupees in /akll) 

Appointment No. of primary schools Requirement Excess Excess 
Year as per norms teachers expenditure on 

salarv 
PRT SM Construrted Progressive PRT SM PRT SM PRT SM 

total 
2003-04 80 82 11 11 22 11 58 7 1 34.80 25.56 
2004-05 - - JO 21 42 21 38 61 22.80 2 1.96 
2005-06 - - 9 30 60 30 20 52 14.26 21.84 

Total 80 82 30 30 30 -- 71.86 69.36 
Source: Annual Report 

While accepting the facts, SPD informed (September 2006) that the 20 PRTs 
and 82 SMs were deployed in schools other than SSA schools. The reply is 
not tenable as the guidelines did not provide for appointment of PRT and SM 
for non-SSA schools. 

3.4.8.6 Non-execution of civil works for infrastructure development 
As per the SSA norms infrastructure such as new school buildings, additional 
rooms, 'block resource centres, etc should be created according to the plan 
prepared by the District Project Offices (DPOs) and approved in the A WP. 
Annual plans prepared by the DPOs were approved by the PAB as AWP for 
phase-wise implementation. Audit scrutiny revealed that the SIS failed to 
execute the civil works relating to creation of infrastructure as per the targeted 
plan. No civil works were executed for creation of infrastructure during 2001-
02 and 2002-03. Other basic amenities (toi lets, drinking water facilities, 
electrification of new primary schools and other upgraded UPS schools) which 
were required for schools were also not provided as per the approved plan. 
From 2003-04, although some progress was shown in the civil works, the total 
achievement as on April 2006 was far from satisfactory. While the shortfall in 
construction of new school buildings was 33 per cent, shortfall in additional 
rooms was 57 per cent, construction of block resource centres was 56 per cent 
and cluster resource centres was 65 per cent. Slow progress of the civi l works 
led to huge pendency of civil works as can be seen from the table below: 

Table - 3.4.4 

Component 2001-02 2002-03 2003-04 2004-05 2005-06 Total Shortfall 
T A T A T A T A T A T A (per ce11J) 

New school building 2 Nil 11 Nil 23 11 4 10 5 9 45 30 15 (33) 
Addi rooms 3 Nil 44 Nil 105 29 124 75 - 15 276 119 157<57) 
BRCs - - - - 7 Nil 2 I - 3 9 4 5 (56) 
CR Cs - - 8 Nil 3 6 22 Nil 35 18 68 24 44 (65) 
Fencings - - - - 56 14 80 13 40 11 3 176 140 36 (20) 
Toilets 120 Nil 299 Nil 114 366 111 67 75 196 719 629 90 (13) 

Dnnk102 willer 65 Nil 212 Ni l 140 11 3 74 161 38 84 529 358 171 (32) 
Electricity connections - - - - 165 40 150 I 50 70 153 385 243 142 (37) 

Source: Annual Reporr. T= Target, A= Achieveme/ll. 

Further, as per the norms of SSA, two classrooms wi th verandah and a room 
for the Headmaster was to be provided in each of the upper primary schools. 
Although 37 primary schools were upgraded to upper primary schools under 
SSA during 2002-03 to 2005-06 incurring Rs . 1.51 crore, rooms for the 
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Headmaster as envisaged in the SSA guidelines was not provided in any of the 
37 upgraded primary schools. Audit scrutiny revealed that slow pace of civil 
works was primarily due to shortage of funds as major chunk of available 
funds were utilised towards meeting the salary of the teachers appointed under 
SSA. 

The beneficiary survey conducted by SRI also confirmed slow pace of 
progress in civi l works as evidenced from the fo llowing: 
~ While none of the upper primary schools completed construction of new 

buildings. only J 4.3 per cent of primary schools and 5.6 per cent of high 
schools completed construction; 

~ While none of the primary schools and upper primary schools undertook 
repairs of compound walls and installation of gates, only 1.6 per cent of 
high schools undertook construction of compound walls; 

~ While none of the upper primary school reported construction of staff 
quarters, only 1.6 per cent of primary schools and high schools constructed 
staff quarters and separate room for the Headmaster respectively; 

~ About 3.2 per cent of primary schools, 1.6 per cent upper primary and 
high schools .each reported uti lising funds from S A to construct water 
supply installation in the schools; 

~ 1.6 per cent each of primary schools and high schools had constructed staff 
rooms for the teachers and separate room for the Headmaster respectively, 
while none of the upper primary schools reported construction of staff 
rooms. 

While accepting the facts , the SPD stated (September 2006) that civil works 
for infrastructure development could not be executed in time due to funds 
constraint as the available funds were utilised towards teachers' salary and 
informed that civil works had since been initiated. 

3.4.8. 7 Shortfall in training of BRCs and CRCs 
SSA envisaged establishment of BRCs I CRCs to work as resource centres for 
catering to a group of school s in a. block I cluster by way of professional 
upgradation of primary school teachers through conducting various in-service 
training programmes at block level itself. The BRCs and CRCs were required 
to impart training to teachers, visit schools, train SMC members for proper 
implementation of SSA at grass root level and identify issues and problems 
inside and outside the classroom. 

It was noticed that although sufficient funds were earmarked for training of 
SMC members, co-ordinators, community leaders' etc. training provided to 
them fell short of requirement as detailed below. 

Table - 3.4.5 

Particulars 2003-04 2004-05 2005·06 Total 
T A T A T A T A Shortfall lo 

oerceotue 
Tr:umng of SMC members/ 4,378 1,673 4,378 1,673 5,302 2,250 1,4058 5,596 60 
communuv leaders 
Trainin~ of Coordinators 140 Nil 140 Nil 140 Nil 420 Nil 100 

Source: Annunl Report. T= Target, A= Achievement. 
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Tral ruog 
Category 

2004-
05 

60 days 690 
30 d3YS 225 
20 days 4,270 

Total 5,185 
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It was also noticed that the services of Coordinators (BRC/CRC) were not 
utilised as coordinators but instead were deployed as teachers in the 
Government schools. Thus, the very objective of the scheme to appoint them 
as co-ordinators was defeated and their appointment did not also contribute 
towards quality improvement of education in SSA schools as envisaged in the 
guidelines. This was also confirmed during joint physical verification 
conducted by Departmental officers in presence of Audit team. 

3.4.8.8 Shortfall in teachers' training 
To upgrade the skills of teachers, the SSA provided for 20 days in-service 
course for all teachers each year, 60 days refresher course for untrained 
teachers and 30 days orientation for fresh recruits. The State had one institute 
each of District Institute of Education and Training (DIET) and State Council 
of Education, Research and Training (SCERT) located at Gangtok. According 
to the annual plan of SSA, the responsibi lity of teachers' training was assigned 
to DIET and SCERT and accordingly Rs. 1.72 crore was released to them 
between 2002-06 for training 8,766 teachers. 

Test check of records revealed that against the target of 8,766 teachers only 
1,872 teachers were imparted training in various categories leaving 6,794 
teachers untrained. Shortfall of training in various categories ranged between 
72 and 100 per cent, both in physical as well as financial terms indicating that 
the objective of training the teachers, with the ultimate goal of improvement in 
quality of education, remained largely unfulfilled. Details are shown below: 

Table - 3.4.6 

Physical Financial 
Target Achievement Shortfall Target Achievement Shortfall 

(%) (%) 

2005- TOl31 2004- 2005- Total 2004- 2005- Total 2004- 2005- Total 
06 05 06 05 06 05 06 

1 050 1,740 - - - 100 28.68 44.10 72.78 - - - 100 
252 477 56 - 56 88 4.73 10.29 15.02 1.18 - 1.18 92 

2,279 6,549 699 1. 117 1.816 72 50.78 33.31 171.89 9.78 15.02 25.98 72 
3.581 8,766 755 1. 117 1.872 78 84.19 87.70 171.89 10.96 15.02 25.98 86 

Note: The programme was nor implemented till 2003-04 

No reply was furni shed by the SPD. 

3.4.8.9 Excess expenditure on management cost 
Programme guidelines forbade expenditure in excess of 6 per cent of yearl y 
budget of a district plan towards ' management cost' for meeting expenditure 
such as office expenses, hfring of experts, POL, community planning 
processes, civil works, and development of effective teams at 
State/District/Block/Cluster levels. 

It was, however, noticed that the SPO and four districts incurred expenditure 
towards management cost for the period 2003-04 to 2005-06 aggregating 
Rs. 2.70 crore indicating 14 per cent as against the permissible 6 per cent 
limit of Rs. 1.17 crore. Details are given below: 
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Table - 3.4.7 
(Ruoees in Lakh l 

Year I Budget Permjssjble Actual expenditure Excess 
expenditure exnenditure 

(6 per cent of Dislricts SPO Total 
cost} 

2003-04 404.54 24.27 61 .42 22.73 84. 15 (21) 59.88 
2004-05 600.00 36.00 58.79 40.24 99.03 (17) 63.03 
2005-06 942.25 56.54 66.27 20.15 86.42 (9) 29.88 

Total 1,946.79 116.81 186.48 83.12 269.60 (14) 152.79 
Source: Annual Reports & Montltly Progress Report 

Thus there was an excess expenditure of Rs. 1.53 crore (8 per cent) which not 
onl y resulted in irregular expenditure on management cost beyond the 
permissible limit but also led to the curtailment of other components already 
approved in A WP&B. 

It was also seen that rhe South district incurred the maximum expenditure wirh 
14 per cent fol lowed by the North district (10 per ce11t), East district (8 per 
cent) and West district (7 per cem) beside the SPO comprising 3 1 per cent of 
the total expenditure on management cost. 

In reply, the SPO stated (September 2006) the expenditure of Rs. 2.70 crore 
towards management cost was within the prescribed limit of 6 per cent of the 
approved budget. Further, the SPO also stated that it was not possible to 
restrict the expenditure on the basis of actual receipt of the funds as SMA 
would not know the likely receipt of funds at the year end. The reply of the 
SPO is not tenable as guidelines categorically scipulated restriction of 
management cosr to 6 per cent of the budget of the district plan. 

3.4.8.10 Non-maintenance of assets registers 
According to the conditions of sanction of grants, asset register indicating all 
assets acquired out of the grant upto the end of the period of the return was to 
be maintained and submitted at the close of the financial year along with 
certi fied copies of such register. 

Details of funds released by the GOI and State Government to DPOs and 
SPOs are detailed below: 

Table - 3.4.8 
0 'Rs. !tr lakh) 

Year West North East South SPO Total 
2001-02 7.07 6.72 5.96 8.34 - 28.09 
2002-03 - - - - 4.31 4.31 
2003-04 8.20 37.48 33.40 35.34 4.03 ll8.45 
2004-05 65.58 45.98 10.90 24.98 128.36 275.80 
2005-06 99.55 84.25 51.15 40.0~ 140.10 415.07 

Total 180.40 17-'.43 101.41 108.68 276.80 841.72 

ll was seen dun ng Audit that although the maJOr chunk (Rs. 8.42 crore) of 
funds released by the GOI and State Government for implementation of the 
programme was utilised towards creation of assets (i.e school bui ldings and 
other infrastructure, computers, furniture. vehicles, Xerox machines and other 
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fixed assets), the asset registers as required under the terms and condition of 
sanctions were not maintained by the SIS nor the yearly returns furni shed to 
the Ministry. The joint physical verification carried out by Departmental 
officers and Audit also confirmed the above facts. 

The reply of the SPD (September 2006) that the assets registers were being 
maintained is not tenable as the SIS could not produce any of the assets 
registers even after repeated reminders. 

3.4.9 Research and Development 

SSA considered Research and Development (R&D) activity as one of the 
important activities to bring about improvement in quality education and 
accordingly provided Rs. 1,500 per school per year for research, evaluation, 
and supervision and monitoring under the programme. 

Test check of records revealed that out of Rs. 23.94 lakh sanctioned and 
released between 2002 and 2006, only Rs. 5.96 lakh (25 per cent) was spent 
on R&D activities which was indicati ve of the fact that the work on this front 
was not given due importance by the SIS. 

During exit conference (September 2006), the Departmental officers admitted 
that the sanctioned amount was not properly utilised for the appropriate 
purposes. Thus, the objective of SSA to bnng about quality improvement 
through research and development was not achieved. 

3.4.10 Monitoring and evaluation 

Monitoring of the implementation of the SSA programme was to be done at 
two levels i.e local level and State level. Professional insti tutes were also 
required to be involved with supervision and monitoring of SSA. To fac ili tate 
effective monitoring, quarterly and six-monthly reports were to be obtained 
from DPOs etc for consolidation at the State level. 

It was noticed in Audit that the monitoring was severely lacking as local level 
monitoring by village education committees was almost absent and SPO had 
not attempted any evaluation of quality improvement of education as 
envisaged in the SSA guidelines. No report indicating any monitoring ever 
conducted by the professional institute (North Bengal University) was 
produced to Audit. No Action Plan was ever drawn for monitoring of SSA 
acti vities by the DPOs and SPO. Even General Body and executive committee 
had not attempted any evaluation studies to gauge the success of the 
programme. This was indicati ve of the fact that emphasis was more on 
spending than monitoring the progress of SSA in bringing down number of 
out-of-school children and improving quality of education , etc. 

3.4.11 Conclusion 

Even after completion of five years of implementation of SSA in che Srare, 
6,310 out- of- school children in the age group of 6-14 years could not be 
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brought back to the mainstream of the education system. EGS centres and 
altemative schools were opened only as late as Febnwry 2005. Major chunk 
of available funds were utilised towards teachers' salary, civil works, 
computer education and managemenc cost while crucial activities like 
research and development, curriculum developmenc, teacher training, e1c 
remained neglected. Monitoring of the scheme was not arrempted either by the 
Stale Government or the Ministry to gauge the effectiveness of the programme. 
The emphasis was more pronounced on spending rather than the actual 

• auamment of the programme objectives. 

3.4.12 Reconunendations 

Considering che scatus of the implementation, following recommendations are 
made: 

,- All out effort should be made to bring back our- of- school children to 

mainscream of education without further delay; 
> Teachers training, curriculum developmenc, R&D activities should be 

given due priority to bring about quality improvement in the education; 
r Proper monitoring mechanism be instituted co check mi utilisation/ 

diversion of funds; 
);> Infrastructure facil ities such as school buildings and other basic 

amenities (toilets/drinking water/boundary wall/ e lectrification etc.) 
should be created expeditiously. 

);> In respect of programmes undertaken by the SSA information should 
be displayed as required under the Righc to Information AcL. 

WATER SECURITY AND PUBLIC HEALTH ENGINEERING 
DEPARTMENT 

3.5 Urban Water Supply 

Perfomzance Audit of Urban Water Supply System revealed non-framing of 
'State Water Policy' in Line with the 'National Water Policy' and absence of 
long-Lenn perspective planning. Baseline survey for assessing actual 
requiremenr of potable water and preserva11on of water source5 had never 
been conducted. Co111amination of water was prevalent due to inadequate and 
i11effec1ive water treatment and altgnment of pipelines through drains and 
jhoras. Leakages and wastage of war er was rampanr as the Depamnent failed 
to put in place vigilance mechanism ro derect 1m-awhonsed connections and 
was/age of war er. There was excess and unnecessary expenditure in execution 
of works wlule beneficiary parciciparion in creation of assets could not be 
obtained. Water tariff fixed by the Depar1ment was devoid of any cost analysis 
and revenue collecrion Lax leading ro huge gap between the revenue earned 
vis-a-vis operation and mainrenance costs. 
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Highlights 

The State Government failed to formulate its State Water Policy as 
envisaged in the National Water Policy (NWP) 2002 leading to absence of 
policy directives. 

(Para- 3.5.7) 
The Department gave assurance that sufficient drinking water was 
supplied without conducting any baseline survey evaluating its supply 
systems. 

(Para- 3.5.7 & 3.5.12) 
Supply of quality drinking water could not be assured in the absence of 
effective treatment and alignment of pipelines through drains and 
jhoras36

• 

(Para- 3.5.10.2) 
Non-metering of consumers led to wastage of water and consequent loss of 
revenue of Rs. 1.51 crore per annum. 

(Para- 3.5.7.4) 
There was a huge gap of Rs. 14.24 crore between the revenue realised and 
the operation and maintenance cost during the period under Audit. 

. (Para- 3.5.7.5) 
Failure to realise 5 per cent capital cost from the beneficiaries led to loss 
of Rs. 3.64 crore to the Government. ------

(Para- 3.5.11.1) 

3.5.1 Introduction 

The Water Security and Public Health Engineering Department (WS&PHED) 
is responsible for ensuring sufficient supply of clean and safe drinking water 
to all consumers of the capital town of Gangtok, eight other notified towns37 

and 55 Rural Marketing Centres (RMCs)38 in Sikkim. This primarily involved 
(i) planning and implementation of new water supply schemes/programmes, 
(ii) adequate and timely maintenance and repairs of the existing water supply 
systems and (iii) developing strategies to meet the increasing demand for 
water due to population growth, besides timely formulation of water tariff and 
collection of revenue. 

3.5.2 Organisational set-up 

The responsibility of all activities relating to urban water supply system vested 
with the Principal Chief Engineer-cum-Secretary, Water Security and Public 
Health Engineering Department (WS&PHED), supported by an Additional 
Chief Engineer at the Headquarters and a number of other engineers and staff 
as shown in the chart below: 

36 Mountain streams usually carrying filthy water. 
37 Jorethang, Namchi, Naya Bqzar, Ro11gpo, Singtam, Mangan, Gyalshing and Melli. 
38 RM Cs are small bazaars in rural areas away from the main towns. 
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Chart- 3.5.1 
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Records relating to the period from 2001-02 to 2005-06 in the office of the 
Principal Chief Engineer-cum-Secretary and three (North-East, Gangtok and 
Revenue) out of the five Divisional Engineers' offices were reviewed during 
the Performance Audit carried out between May and June 2006. About 40 per 
cent (Rs. 40 crore) of the total expenditure of Rs. 100 crore on water supply 
schemes undertaken/ completed during the period were test-checked in Audit 
during this period. 

3.5.4 Audit Objective 

The primary objective of the Performance Audit was to ass~ss the efficiency 
and effectiveness of various programmes in the WS&PHE Department in 
ensuring supply of sufficient and safe drinking water to the consumers. This 
entailed assessing and verifying whether: 
);>- The State Water Policy was formulated and implemented in an efficacious 

manner; 
);>- Sustainability of the water sources was ensured; 
~ Adequate treatment facility existed for ensuring prescribed drinking water 

quality; 
~ Infrastructure maintenance I up-gradation was adequate; 
);>- Works were executed economically, efficiently and effectively; and 
~ Monitoring, evaluation and vigilance mechanism was adequate, efficient 

and effective. 

3.5.S Audit criteria 

For arriving at conclusions against the above Audit objectives, the fol1owing 
criteria were adopted in Audit: 
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~ Targets and milestones set in the policy pronouncements of the 
Government, 

~ Norms I scale for discharge capacity of water sources and 
requirement of water per consumer as prescribed, 

~ Treatment as per prescribed norms for ensuring quality, 
~ Codal provisions for execution of works, and 
~ Norms I standards for replacement/ up-gradation and maintenance 

of assets . 

.5.6 Audit metlaodelOI)' 

The Performance Audit process began with group discussions (February 
2006) with various stake holders, fo llowed by selection of sample based on 
multi-stage sampling combining simple random sampling and probability 
proportionate to size (expenditure). Before commencement of the field 
Audit, Audit engagement letter (April 2006) was sent to the Department 
followed by entry conference (May 2006) wherein the broad performance 
indicators and criteria for evaluating implementation of the water supply 
system were discussed and agreed to. 

Questionnaires were issued on various aspects like targets, achievement 
and status of various water supply projects etc. The data provided by the 
Department was analysed with reference to original records in three 
divisional offices and head office and discussed with senior officers of the 
Department. At the end of the Audit, exit conference was held (September 
2006) and the report finalised after taking into consideration the views of 
the Department during the exit conference. 

A National Water Policy (NWP) adopted in September 1987 and reviewed 
and updated in April 2002 inter alia envisaged formulation of State Water 
Policy (SWP) backed by an operational action plan to achieve the desired 
objective of provision of safe drinking water to entire population. The State 
Government, however, had neither formulated a SWP nor worked out any 
long term perspective plan to build capacity for increased demand in future. 
Besides, no base line survey was ever conducted to assess the present and 
future requirements of water given the population growth and expansion of 
urban conglomerates. Absence of policy directives resulted in the 
following deficiencies: 

3.5. 7.1 No annual targets fixed 
The WS&PHED did not have annual targets for accomplishing various 
works (new construction, up-gradation and maintenance) since there was no 
long term perspective plan in place. Audit analysis revealed that even the broad 
based targets (institutional reforms, preparation of master plan, outsourcing 
revenue collection, contain leakages and establishment of water testing 
laboratories in all districts) mentioned in the State Plan documents (2002-07) 
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were not ach ieved as of September 2006. There was no time frame set by the 
Department as to when each of these targets would be met. The Department 
while accepting the Audit observation stated (September 2006) that 
necessary steps wou ld be initiated to formulate SWP, master plan, 
institutional reforms and establishment oflaboratories. 

3.5. 7.2 Misplaced priority 
In terms of population coverage, the capital town of Gangtok was shown as 
'fully covered' while the seven notified towns and 34 Rural Marketing 
Centres (out of 55) were shown as 'partially covered'. But despite the fact 
that there was still some coverage to be done I achieved, the Department 
took up construction of water fountain and beautification works like laying 
of tiles and compound lighting etc. at Selep in Gangtok for Rs. 7 1.50 lakh 
during 2005-06 as can be seen from the photograph. This indicated 
misplaced priorities by the Department in its planning. 

Beautification works in Selep Treatment Plant: 
Laying of tiles, etc. 

3. 5. 7. 3 Preservation of water sources 
The water supply systems of the State were based on snow-fed rivers and 
mountain streams which were sensitive to pollution, population growth and 
environmental degradation. Audit scrutiny revealed that the Department 
had not conducted any detailed study to record the gradual decline in the 
yield of water from the sources and had not initiated any tangible action for 
preservation of ecology and water sources. 

3.5. 7.4 Non-metering of consumers 
Sikkim Water Supply and Water Tax Act 1986 stipulated fixation of water 
charges for supply of water under the Act on metered basis or on the basis of 
number of taps installed. The Department chose to fix water charges on the 
basis of number of taps installed rather than on metered consumption 
although the former had several well known inherent deficiencies. 

The Government fixed (Notification dated 3 October 2001) water 
charges on metered basis at the rate of Rs. 3 per 1,000 litres 
(minimum) for industrial units, commercial establishments and residential 
premises where the Department made bulk supply of water. In terms 
of the notificat ion, water meters were to be procured and 
installed by the consumers themselves. The average consumption 
of water per capita per day for urban areas was estimated 
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at 135 litres by the Department, which translated to 4,050 litres per capita per 
month, indicating bulk consumption. At this rate, annual water consumption 
for the year 2005-06 would be 60,750 lakh litres for a population of 1.25 lakh 
of Gangtok. The revenue from water charges for the year 2005-06 would, 
therefore, work out to Rs. 1.82 crore, if realised on metered basis. Against this, 
the revenue realised on the prevailing tap based tariff for the year 2005-06 was 
only Rs. 30.53 lakh - a difference of Rs. 1.51 crore in one year alone. 
Metering of domestic connections was also recommended (February 2005) in 
a report by AUSAID39

. However, the Department had failed to adopt a clear 
policy on this issue so far. 

In reply, the Department stated (September 2006) that metering of the water 
supply system of Gangtok would be taken up once the detailed project report 
submitted to Asian Development Bank for funding was cleared. 

3.5.7.5 Revenue generation vis-a-vis 0 & M cost 
Scrutiny revealed that the methodology adopted by the Department to fix 
water charges was not based on an analysis of the operating cost, depreciation 
and assets replacement cost vis-a-vis the anticipated revenue. Tariff structures 
were neither revised periodicaJly nor the Department/Government fixed any 
norms for such regular revision. During 2001-02 to 2005-06, water tariff was 
revised only once (October 2001). Thus there was a huge gap between the 
operation & maintenance cost (not including depreciation) and the 
corresponding revenue realised as indicated below: 

Table- 3.5.1 
Rupees in lakh} 

Particulars 2001-02 2002-03 2003-04 2004-05 2005-06 Total 
O&M 320.20 325.26 417.94 334 .71 332.46 1,730.57 

Revenue 38.34 57.29 56.96 73.71 80.69 306.99 
Difference 281.86 267.97 360.98 261.00 251.77 1423.58 
Source: Detailed Appropriatwn Accounts and Finance Accounts 

It was seen that while formulating the water supply schemes, the Department 
invariably projected a favourable cost benefit ratio on the basis of which the 
projects were sanctioned by the funding agencies. However, in reaJity, the 
Department did not take resolute steps to translate the projections into a reaJity 
leading to gap between the revenue earned and the 0 & M cost and 
consequential huge financial liabil ity of Rs. 14.24 crore during the five year 
period alone. 

3.5.7.6 Leakage I wastage of water 
The Department had not fixed any norms for probable maximum quantity of 
leakage from a water supply system. The 'Gangtok Water Supply System', 
supplied 30 to 36 million litres per day (mid) of water for catering to the 
requirement of the city. For the Gangtok population of 1.25 lakh the 
requirement of water per day would be 16.86 mld40 at the rate of 135 lpcd41

• 

39 

40 

41 

AuJtralian Aid Agency. 
Million litreldoy 
Utre per capita/day 
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Total 

CHA/YTER-ll/: Civil DeparlmenJs (Performance AudU) 

Thus 13.14 mid of water, which constituted 44 per cent of the minimum daily 
discharge (30 mld) from the treatment plant was unaccounted for. Similarly, 
the loss/leakage of water from systems in the other towns and RMCs ranged 
from 7 to 80 per cent of the quantity of water released from the respective 
sources. 

The Central Public Health & Environmental Engineering Organisation norm 
for leakage I loss was 10 per cent. Compared to this norm, the 
loss/leakage/pilferage of water at 44 per cent for Gangtok and 20 to 80 per 
cent for other towns and RMCs was abnormally high. The Department had not 
put in a policy to mitigate the problem by installation of bulk meters at various 
points in the feeder lines, strengthening of vigila~ce and surveillance 
mechanism etc. 

In reply, the Department stated (September 2006) that after completion of the 
ongoing augmentation works wastage/leakages in Gangtok would be 
minimised and similar exercise shall be carried out in other towns and RMCs 
in a phased manner. 

3.5.8 Budget and Financial Management 

Budget estimates, actual expenditure, savings and excess figures under 
revenue and capital head during the period from 2001-02 to 2005-06 were as 
under: 

Table- 3.5.2 
(Rupees in lakh) 

Bud.!et Provbion Actwil Emeodlture Savin& (-l/Excess (±L___ 
RntJJue Canilal Total R£v.mue C"anltal Total Revenue Caullal Total 

521.15 976.32 1,497.47 520.44 974.30 1,494 74 -0.71 (0. 14) ·2.02 (0.21) -2. 73 C0.18) 
543.45 I 031.01 1,574.46 541 .00 1,Q30.8S 1,571.85 -2.45 (0.45) -0.16 (0.02) ·2.61 (0. 17) 
661.62 966.87 1,628.49 663.02 893.43 1,556.45 1.40 (0.21) -73.44 (7.59) -72.04 (4.42) 
352.SS 2,183.12 2,535.67 349.93 2,186.92 2,536.85 -2.62 (0.74) 3.80 (0.17) 1.18 CO.OS) 
603.18 2.413.13 3,016.31 609.93 2,201.92 2.811.85 6.75 (1.12) -211.21 (8.75) -204.46 (6.78l 

2681.95 7570.45 10252.40 2684.32 7287.42 9971.74 2.37 -283.03 

Source: Appropriation Accounts. Figures in brackets represent percentage 

Analysis of budgetary and financial management revealed the following 
defects: 

3.5.8.1 Significant savings 
Significant savings of Rs. 0.72 crore during 2003-04 and Rs. 2.04 crore in 
2005-06 was due to delayed/non-receipt (December 2003) of funds from GOI. 

3.5.8.2 Substantial committed liability 
The Department incurred substantial financial liability year after year without 
adequate budgetary support in contravention of the State Public Works Code 
leading to accumulated committed liability increasing from Rs. 57.74 lakh in 
2001-02 to Rs. 1.10 crore in 2003-04. It however dipped thereafter to 
Rs. 92.18 lakh in 2004-05 and Rs. 28.23 lakh in 2005-0642

. The spending 

42 
The jiguu for 2005-06 wa.r p rovided by the Department; f or remaining years calcularion was made by 
Audit in rhe value of'K'orks physico//y completed bur payment not made/partially made. 
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Department as well as the Finance, Revenue and Expenditure Department 
failed to impose any restriction on creation of liabilities beyond the approved 
allocation indicating inadequate budgetary control. The Department stated 
(September 2006) that it shall be more vigilant in future. 

3.5.9 ~ntation of ProjectslSchemes 

During the period 2001-06, the Department had undertaken 43 
schemes/projects for execution, out of which 28 were completed and 15 were 
under progress (ranging between 20 to 99 per cent of completion) as of March 
2006. Out of the above, 14 projects were selected for scrutiny in Audit; the 
results are enumerated in the succeeding paragraphs: 

3.5.9.1 Avoidable wasteful expenditure on abandonment of Rangpo Water 
Supply System due to faulty design 

The Department took up (January 2003) the "augmentation of the Rangpo 
water supply system by lifting water from Rangpo Khola" at an estimated cost 
of Rs. 1.31 crore though it was fully aware of the design flaw issues in the new 
venture pointed out (July 2001) to it by the Principal Secretary-cum
Development Commissi.oner, Planning and Development Department. A 
similar project by the Animal Husbandry & Veterinary Services (A.H & VS) 
Department had also failed in the past. The result was that while the civil 
works and procurement of pipes and fittings were progressing, the entire 
foundation work of the Pumping Station and the intake structure were 
damaged due to flooding of the river during May 2003, ~ initially 
apprehended. To make good the damage and ensure viability of the project, 
the Department proposed revision of the original estimates of Rs. 1.31 crore to 
Rs . 1.87 crore by making extensive. changes to the scope of work. The revised 
proposal was however turned down (January 2004) by NABARD and in the 
absence of fund, the project was suspended after incurring Rs. 1.02 crore. The 
Additional Chief Engineer also proposed (September 2005) closure of the 
project. No decision on the matter had been taken as of September 2006. Thus, 
despite failure of AH & VS in simi lar project and knowing there was design 
flaws the Department went ahead with the Rangpo water supply System 
rendering the whole expenditure as wasteful. 

3.5.9.2 Irregular and excess contingency provision 
The Department irregularly inflated the contingency provision to Rs. 1.16 
crore (13 per cent of the work value) as against the stipulated provision of 3 
per cent (Rs. 26.13 lakh) as per the Sikkim Public Works Code, in case of the 
'Augmentation of Gangtok Water Supply Scheme, Phase - II' project thereby 
making excess provision of Rs. 89.79 lakh. This excess amount was diverted 
in meeting expenditure on muster roll, maintenance of sewerage system and 
buildings, etc which were not related to the project. 

3.5.9.3 A voidable excess projection of expenditure in carpeting works 
The project 'Augmentation of Gangtok Water Supply Scheme, Phase - II' 
envisaged carpeting of damaged road surfaces wherever the pipelines were 
laid along the roads for total length of 14,150 metres in 28 sub-works. 
However, in the analysis of costs for carpeting works, the width of the surface 
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to be carpeted was taken as 100 cm instead of 60 cm (actual width of the 
trench), thereby unduly inflating the quantities of Jabour and material s 
consumed and incurring excess expenditure of Rs. 22.64 lakh. 

3.5.9.4 Excess purchase of sockets 
In addition to procurement of pipes for laying of water supply lines, the 
Department also purchased sockets for connecting the pipes . Test check 
revealed that a ll the pipes procured by the Department invariably came with a 
socket attached at one end. The Department, however, never Look into account 
the sockets that came with the pipes and instead procured additional sockets 
worth Rs. 24.87 lakh during the year 2001-02 to 2005-06 leading to extra 
expenditure as there was no requirement for additional sockets for joining the 
pipes. 

In reply, Department stated (September 2006) that cutting of pipes to shorter 
lengths at places necessitated additional sockets. The reply is not tenable as the 
Department had never taken into account the sockets already available with 
pipes when newly purchased, as seen during scrutiny of their purchase 
proposals. 

3.5.9.5 Estimation of quantity of steel for RCC works 
Audit scrutiny revealed that in all nine43 schemes out of 14 involving 
construction of RCC structures, the method of estimation of steel by the 
Department was fundamentally flawed as the detailed drawings of RCC 
structures and the bar bending schedules44 as prescribed in principles of civil 
engineering were never prepared. Resultantly, the Department used different 
quantities of steel per unit volume of RCC in different schemes within the 
same State for the same type of work as can be seen from the table below: 

Table-3.5.3 
Sf Item of work Reauirement of steel 
I. RCC sedimentation tanks 130 kg per cum ( I case) , 160 kg per cum (2 cases) and 

192.44 kg oer cum (3 cases). 
2. Intake tanks 160 kg per cum ( l case), 130 kg per cum (4 cases) and 128 

kg per cum (2 cases) 
3. Reservoir/ distribution 160 kg per cum (5 cases) and 130 kg per cum (J case) 

tanks 
4 . Distribution chambers 82 kg per cum, 110 kg oer cum and 130 kg per cum 

In reply, the Department stated (September 2006) that the quantity of steel 
varied widely from 47 to 300 kg/cum of concrete and the same was 
permissible under Indian Standard Code of Practice for re-enforced concrete 
works. The reply was not tenable as it did not explain the reasons for such a 
wide variation, particularly when all these structures were built for similar 
purposes in almost similar terrain. 

41 Srre11g1hening of Diltribution Symmr, Pakyong WSS, Augmefl/ation of Jorethang WSS, Augme111nrio11 
of Gangtok WS: Ph-II, A11gmenra1io11 of Singtam WSS, Lllclren WSS, Augmentation of Pakyong WSS, 
Cl11111gtlrang WSS, WSS to tourist cultural centre at Cliemchey. 
# Detailed statement con1ai11111g cafcufarion sheet <1f diff(rem siz.e, shape, po~ition and quantity of fteel 
bars req111red 111 RCC works. • 
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3.5.10 Water quality 

Water supplied to public must be potable from the point of view of its 
chemical, physical and biological characteristics. The Department was, 
however, found wanting in this respect despite substantial investments so 
far in this sector during the period under Audit as is evident from following 
observations: 

3. 5.10.1 Pre distribution treatment 
The Department had not attached the desired importance to pre-distributed 
water treatment as out of35 water supply systems in the State, only five had 
full water treatment facilities (with sedimentation, filtration and 
disinfection) while the remaining 30 systems had partial treatment facilities 
(physical application of bleaching powder and alum only) . Inadequate 
treatment of water was fraught with the risk of health hazard, outbreak of 
water borne diseases, etc. Audit point was borne out by the fact that 
instances of water borne diseases like diarrhoea, gastroenteritis, cholera 
afflicting 42,843, 48,573 and 50,617 persons resulting in five, two and one 
death had come to notice of the Health Department of the State 
Government during 2003, 2004 and 2005 respectively due to consumption 
of contaminated water. In reply, the WS & PHED stated (September 2006) 
that it would provide full treatment facilities for all the systems under its 
purview in a phased manner as per availability of resources. But Audit 
scrutiny revealed that the Department had not made any time bound plan 
for achieving the same. 

3.5.10.2 Ineffective water treatment 
Scrutiny of test reports of Central Water Testing Laboratory, Selep for 34 
months between June 2002 to October 2005 revealed bacterial 
contamination of water in one or the other consumer points in the reports of 
as many as 30 months indicating ineffective treatment of bacteriological 
contamination. This rendered the expenditure on chemicals, salaries and 
wages of chemist, lab attendants and the equipments largely ineffective. 
Similarly, test reports (June 2002) in respect of Mangan, Phodong and 
Chungthang in the North District also indicated bacteriological 
contamination. In reply, the Department stated (September 2006) that the 
consumers lines were laid through j horas and drains which may probably 
be the source of contamination for which remedial measures had been 
initiated. However as of September 2006, no progress could be seen during 
physical verification by the departmental officials in the presence of Audit. 

3. 5.10.3 En-route contamination of water 
Survey (November 2002) conducted under the Aus-aid project indicated 
coliform contamination of water leading to high gastro-intestinal related 
morbidity. Physical verification by Audit in the presence of Departmental 
Officers confirmed the enroute contamination of water due to cross
contamination between sewer lines and drains with water lines as can be 
seen from the photograph below: 
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Pipelines running through drain in Tibet Road area 

While accepting the Audit observation, the Department assured (September 
2006) to initiate action for removal of consumer supply lines from the jhoras 
I drains to mitigate the problem. 

3.S.11 People participation and recovery of charges 

With a view to inculcate a sense of participation and ownership, it is widely 
advocated to ensure beneficiary participation and recover user charges so as 
to offset O&M cost to the maximum extent possible. The GOI guidelines on 
Accelerated Urban Water Supply Programme (AUWSP) stipulated 5 p er 
cent beneficiary contribution towards creation of water supply systems. The 
Department was found wanting in this respect as elucidated in the following 
paragraphs: 

3. 5.11.1 Recovery of beneficiary contribution 
The Department proposed (June 2000) to proportionately offset 5 per cent of 
estimated cost as community participation by way of carriage of materials, 
land donation, shram daan etc. while implementing AUWSP in Jorethang 
and Singtam at an expenditure of Rs. 4 .62 crore (Singtam - Rs. 1.26 crore, 
Jorethang - Rs. 3.36 crore) during 2002-04. However, during actual 
execution, the Department failed to achieve this and instead incurred an 
expenditure of Rs. 23.10 lakh. During 2004-05, in a water supply scheme 
implemented under the Aus-Aid project in the Arithang area of Gangtok, a 
local NGO (ECOSS) could offset 30 p er cent (Rs. 23.44 lakh) of the project 
cost (Rs. 77.33 lakh) through the community participation whereas the 
Department failed to seek the full and unequivocal support and participation 
of the beneficiary communities. 

The Department could have saved Rs. 3.64 crore (5 per cent of Rs. 72.70 
crore)45 during the period 2001-06 had it ensured community participation. 
Reply of the Department (September 2006) that people's participation was 
realised through donation of land is not tenable as no value was mentioned 
for land and no community participation in the form oflabour was taken. As 
mentioned above the NGO managed to offset 30 per cent of the cost in case 
of the Aus-aid project. 

45 Cap ital cost of creation of water supp ly systems during 2001-02 to 2005-06 
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3.5.11.2 A"ears of revenue 
As mentioned in preceding paragraph, every consumer was billed on the basis 
of the number of taps and was required to pay the water charges every mor.th. 
It was, however, noticed that the Revenue divisions of the Department had 
failed to collect·the revenue in time from the consumers leading to substantial 
increase in arrears of revenue from Rs. 52.40 lakh in 2001-02 to Rs. 56.57 
lakh as of March 2006. The major defaulter was Gangtok sub-division (Rs. 
32.52 lakh) followed by Namchi sub-division (Rs. 11 .53 lakh). 

The huge arrear of revenue is indicative of the lackadaisical approach of 
departmental authority to ensure timely collection of Government revenue. 

The Department had not created any monitoring and evaluation cell till date. 
There was no central authority within the Department to independently 
monitor the schemes and evaluate their effectiveness. There was no periodic 
inspection of supply connections to consumers to detect cases of unauthorised 
connections, leakages and losses of water despite presence of adequate staff 
(JEs & AEs) to do the same. The Jevel of oversight required to be exercised at 
the highest level (PCE-cum-Secretary and Additional Chief Engineers) was 
also found inadequate. It was seen that the monthly progress reports furnished 
to Planning & Development Department and the Chief Minister's office were 
mostly incomplete as vital information like scheduled date of commencement 
of projects, actual date of commencement and completion, revised cost of 
works, reasons for delay and cost revision etc were not mentioned in most 
cases. 

In reply, the Department agreed (September 2006) to set up a monitoring and 
evaluation cell. 

The Department had also not undertaken any evaluation of its water supply 
systems during the last five years to assess whether the consumers were being 
supplied with sufficient drinking water and to identify weak areas and take 
consequent remedial actions . A study conducted (February 2005) by Aus-aid 
on Gangtok water Supply systems, inter alia, concluded that there was very 
high incidence of unauthorised connections, leakage I wastage of water and 
cross contamination of water with drain and sewer lines. 

3.5.12.1 Inventory of Assets 
The Department had not evolved any system of asset accounting in the form of 
Asset Registers. Due to this deficiency, an accurate track of assets created by 
the Department since inception till date could not be made available to Audi~. 
It was also not clear how the Department calculated its budget estimate and 
how it monitored the requirement of regular maintenance/ replacement to its 
assets suffering erosion due to time and usage in the absence of a 
comprehensive listing of its assets. 

In reply, the Department stated (September 2006) that it shall initiate the work 
in this regard during the current financial year itself. 
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3.5.12.2 Testing for quality of material 
There was no system in the Department to conduct test to determine the 
quality of materials like pipes and fittings, steel, cement, sand and stone 
aggregates used extensively in construction of the projects. No quality testing 
laboratory was established in the State till date. In reply, De£artment stated 
that it was proposing to establish a testing laboratory during 11 Plan period. 

3.5.12.3 Vigilance mechanism to detect mi-authorised connections 
Survey conducted (February 2005) under Aus-aid project indicated a very high 
incidence of un-authorised connections, against the Department's assessment 
of un-authorised connections of 17 per cent (1,676 nos.). Despite the above 
facts, the Department had not constituted any vigilance mechanism towards 
regular vigil and detection of un-authorised connections although the 
Department was not short of manpower. Detection and regularisation of 
unauthorised connections could have earned the Department minimum 
recurring revenue of Rs. 6.23 lakh per annum calculated at the minimum rate 
of Rs. 31 per connection per month. 

In reply, the Department stated (September 2006) that unauthorised 
connections were being checked and would be eliminated by the next two 
years. 

The Water Security and .Public Health Engineering Department failed to 
conduct baseline survey for assessing the actual requirement and usage of 
water by the consumers. As contamination of water ~as prevalent due to 
inadequate and ineffective water treatment and alignmem of pipelines through 
drains and jhoras, the quality of water supplied to the consumers also could 
not be assured. Due to absence of an effective monicoring and vigilance 
mechanism, un-authorised connections, leakage I wastage of water continued 
unchecked. 

3.5.14 Recommendations 

Following recommendations are made: 
The Department should take immediate steps to: 
~ Expedite formulation of a State Water Policy; 
~ Conduct baseline survey and prepare master plan for future planning; 
~ Prioritise activities to accord utmost priority to uncovered areas; 
~ Improve water quality to supply hygienic and safe water by adequate pre

distribution treatment and prevent en-route contaminatio11; 
~ Introduce volumetric tariff for making the Department a self sustaining 

~tity; . 
~ Inculcate sense of participation and ownership among the users by 

realising beneficiaries contribution and publicise all its programme; 
~ Evolve system of asset accounting in ~he form of Asset Registers; 
~ In respect of projects completed and in progress it should display 

information as required in the Right to Information Act. 
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[ 
CHAPTER- IV J 

_____ A_UD_ I_T _O_F_T_RAN_ S_A_C_T_IO_N_S _ ___, 

4.1 Misappropriation I Lou 

FOUST, ENVlllONMENT AND WILDLIFE MANAGEMENT 
DEPARTMENT 

4.1.1 Undae favour In aefillisitioa of a private b.Udlng raaltlng In 
wasteful euendltue 

Entertaining of unsolicited offer for purchase of residentialbuilding~ 
not required immediately, without proper survey of its physical! 
condition resulted in wasteful expenditure ofRs. 16.60 lakh. 

Based on an unsolicited offer received (May 2000) from an individual1 

offering sale of his building located at Namchi, South Sikkim, the 
Principal Chief Conservator of Forest cum Secretary (PCCFS) 
initiated (September 2000) a proposal for its purchase stating that the 
building was immediately required to provide residential 
accommodation to two Divisional Forest Officers of Social Forestry 
and Wildlife Circles and to house Range Offices of Land Use and 
Social Forestry Ranges ofNamcbi Division. Audit observed that this 
requirement was projected only after receipt of this unsolicited offer 
and not before that. 

The State Government bad constituted (April 1996 I March 2001) a 
Screening Committee (SC)2 to examine and clear proposals for 
acquisition of new office buildings by various State Government 
Departments. On examining the above proposal of the PCCFS, the SC 
sought (December 2001) justification for purchasing such a building 
with reference to its existing strength of staff/officers at Namchi and 
proposed expenditure to make the building suitable for residential 
purpose etc. On receipt of reply (March 2002), the SC ref erred (April 
2002) the matter to the Finance Department for detailed examination. 

The Finance Secretary advised (April 2002) ''floating of tender for wider 
publicity and for the sake of transparency''. The PCCFS accordingly 
published (May 2002) a notice inviting offers, however, 
conditions/stipulations of proposed building were so tailored that it almost 
matched the specifications of the building already proposed by them. 
Expectedly, Shri Phurden Lepcha whose offer was already with the 
Department,sent his offer and thesame was placed again before the SC. 

1 Phurrien lepcha, a resident of Namchi, South Sildcim and son of the incumbent the then Forest Minister of 
the Government a/Sikkim Shri D. T. lepcha. 

2 Comprising the Chief Secretary/Addi. Chief Secretary as Chairman and Development Commissioner, 
Finance Secretary, Secretary to the Chief Minister. District Collectors & Secretary, Building and Housing 
Department as members. 
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The PCCFS categorically stated (May 2002) that the building was 
approachable by road and had provision for electricity and water 
supply and that no additional cost would be required to make the 
building habitable for residential purposes. The SC, however, observed 
(August 2002) that the expenditure on acquisition of the private 
building would be wasteful in view of construction of residential 
quarters and mini-secretariat building at Namchi by Building & 
Housing Department with the same objective of accommodating 
Government employees and officers located in the district. 

However, despite such repeated rejection of the proposal by the SC, the 
PCCFS went ahead and acquired (December 2002 I March 2003) the 
private building at a cost of Rs. 16.60 lakh by obtaining the approval 
and sanction (November2002) of the Cabinet. 

Though the Department stated (February 2005) that the first and the second 
floors of the building had 
been allotted to two DFOs 
of the Land Use and 
Wildlife Divisions during 
February 2004 and the 
ground floor was being 
used to accommodate two 
Range offices of the Social 
Forestry and Land Use 
division s, physical 
inspection (August 2006) 
of the building by officers 
of the Forest , 
Environme n t and 
Wildlife Management 
Department (FEWD) in 
the presence of Audit i-.=;..-. lllli,;,.....=__._.;a.i~:......;..s...:..........: .. .-.:;;;; 

revealed that the building was in a bad state of repairs with no approach 
footpath to the building, no parking space for vehicles and no provision for 
supply of water and electricity; it was temporarily occupied by the muster 
roll staff of the Department 

Thus investment of Rs. 16.60 lakh proved unfruitful and wasteful and 
the purpose for which the building was purchased was defeated as the 
decision of the PC CFS was only meant to benefit the seller. 

In reply, PC CFS, FEWD while accepting the Audit observation, stated 
(August 2006) that effort would be taken to restore/repair the building 
to make it suitable for accommodating the proposed offices3 and 
residential quarters for ministerial staff. 

The matter needs to be investigated by the State Government. 

J 
Office of the Range Officer (Social Forestry and land Use) 
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( HUMAN RESOURCE DEVELOPMENT DEPARTMENT ) 
~.1.2 Fictitious utilisation of rice 

Fictitious utilisation of 11,440.34 quintals of rice costing Rs. 91.52 lakh 
under the Mid-Day Meal Scheme, besides violation of Supreme Court's 
direction for rovidin cooked meal for s ecified school da s. 

The State Government through the Human Resources Development 
Department (HRDD) approved implementation of the Mid-Day Meal 
(MDM), a Centrally sponsored scheme with effect from 25 August 2003. 
The scheme provided for free supply of food grains from the nearest 
godowns of Food Corporation of India (FCI) at the rate of 100 gm of 
wheat/rice per student per day, for the children of primary stage (Class I 
to V) in Government schools. 

Test check (October 2005 and May 2006) of records revealed that the 
Joint Directors of the districts had lifted 16,572.44 quintals and 21,265.90 
quintals of rice from FCI godowns during the academic sessions 2004 and 
2005 respectively and showed the entire quantity as utilised by various 
schools. Audit scrutiny, however, revealed huge gaps between t.he 
quantity of rice lifted and rice that could have been utilised on the basis of 
85 per cent average attendance rate (AAR), fixed by the Department, as 
shown below: 

Table 4.1 

No.ot Value-of Quantity Unaccounted 
school actuar. lifted difference 
da~ utilisation of. fromFCI tquintals) 

rice@HOO (in 
gm~r quintals) 

student per. 
day: 

uintalS) 
c d e* h 
83,520 217 160 13,363.00 16,572.44 3,209.44 
84,094 222 155 13,035.00 21,265.90 8,230.90 

167 614 439 315 26,398.00 37,838.34 11,440.34 

From the above table, it was evident that 11,440.34 quintals of rice costing 
Rs. 91.52.lakh4 remained unaccounted for. 

Physical inspection (August 2006) by the Departmental officers in the 
presence of Audit and also interviews by Audit (September 2006) with the 
Principals I Headmasters of 27 schools revealed that the AAR was below 
85 per cent; and MDM was distributed 4 days in a week for ~ total of 155 

4 Value at the central issue price of FCI of Rs. 8.00 I kg from the Rangpo Depot for Public Distribution 
System purpose 105 
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to 160 days only during 2004 and 2005. Social Research Institute, New 
Delhi during a survey in February 2006 also recorded the AAR as 82.5 per 
cent. 

Thus, utilisation of 11,460.30 quintals of rice worth Rs. 91.52 lakh was 
fictitious. 

By distributing cooked meal only for 160 days in 2004 and 155 days in 
2005, the Department also violated the Supreme Court's direction 
(November 2001) for providing cooked mid- day meal for 200 days in an 
academic year. 

The matter was referred to the DepartmenU Government (August 2006); 
reply had not been received (November 2006). 

The matter needs to be investigated by the State Government. 

4'.1.3 Fictitio 

Fictitious utilisation of funds of Rs. 12.35 lakh shown by an NGO under 
the Integrated Education for Disabled Children scheme and 
tonsequential denial of benefit to disabled children. 

Based on the proposal (August 2002) of the Human Resource 
Development Department (HRDD), Government of Sikkim, Union 
Ministry of Human Resource Development (MHRD) approved and 
sanctioned (September 2002) Rs. 24.70 lakh for implementation of the 
Integrated Education for Disabled Children (IEDC) scheme, a 100 per 
cent Centrally sponsored scheme, for a target group of 488 disabled 
children in 40 identified Government schools in Sikkim. The MHRD 
accordingly released Rs. 12.35 lakh as first installment in September 2002. 

The Principal Secretary, HRDD with the approval of the Minister decided 
(November 2002) to implement the scheme through Helping Hands 
Organisation (HHO), a local Non Governmental Organisation (NGO). 
Although in terms of the Memorandum of Understanding (MOU) signed 
(March 2003) between Government of Sikkim in the HRDD and the 
HHO, the HHO was to be provided grant by HRDD on quarterly I half 
yearly basis only, the entire amount of Rs. 12.35 lakh received from GOI 
as first installment was paid (March 2003) as advance to the HHO at one 
go. The HHO after expending the entire fund (Rs. 12.35 lakh) by March 
2003 closed (August 2005) the project on the ground of non-receipt of 
funds as the GOI did not release the remaining funds due to non
furnishing of Utilisation certificate by the HRDD for the first installment 

Scrutiny of records in Audit revealed (August 2006) that the figures 
projected by the Principal Secretary, HRDD with regard to the number of 
disabled children ( 488) was for 223 schools all over the State, and not just 
the 40 schools identified by the Department. 
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Joint physical inspection (August 2006) of the schools and interview with 
the Principals I Headmasters (where this scheme was supposed to have 
beell implemented by the NGO) of 425 schools (out of the 223), by the 
officials of the HRDD in the presence of Audit also revealed that the 
scheme was not implemented in any of the schools during 2002-03 and 
2003-04 by the HHO indicating that the expenditure of Rs. 12.35 lakh 
shown utilised by the HHO for 488 beneficiaries was fictitious. The 
scheme was actually found to have been' implemented only during June 
2004 to July 2005 in just one school, Chujachen Senior Secondary School, 
where there were only 10 disabled children. 

Thus fictitious utilisation of Rs. 12.35 lakh and subsequent closure of the 
project by the HHO led to denial of benefits to the disabled children 
besides loss of second installment of Rs. 12.35 lakh and subsequent 
funding by the GOI. 

The Secretary, HRDD in reply stated (July 2006) that the Department 
was taking measures to ensure proper and smooth running of the project 
by formulating more effective strategies to be adopted as soon as the 
Annual Plan 2006-07 was approved by MHRD, GOI. This indicated 
complete lack of information about the actual state of affairs in so far as 
the implementation of the scheme on the ground I field was concerned. 

The matter needs to be investigated by the State Government. 

4.2 lnfructuous I Wasteful expenditu=r .;:_e ____ ~-~-----

ANIMAL HUSBANDRY, LIVESTOCK, FISHERIES AND 
VETERINARY SERVICES DEPARTMENT 

Expenditure of Rs. 39.86 lakh on establishment of a Poultry Farm was 
rendered infructuous as the fai;-m closed down its operations after running 
for only a year due to poor management. 

The GOI sanctioned (August 2000) Rs. 45 lakh for establishment of a 
backyard Poultry Farm at Chujachen under the cent per cent Centrally 
sponsored scheme "Assistance to State Poultry Farms". The scheme envisaged 
maintenance of breeding stock of poultry birds requiring low input technology 
and backed by adequate health coverage for the birds. The scheme was 
targeted to benefit marginal farmers, landless labourers, woP'len in groups and 
other socially backward sections of the society . 

.'l /2 schools c,ut of the sample of 42 pertained to the list of original 40 schools included in the 
Department 's proposal to the GO/. 107 . 
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The Animal Husbandry, Livestock, Fisheries and Veterinary Services 
(AHLFVS) Department incurred Rs. 39.866 lakh during 2001-03 for 
establishment and running of the farm without first identifying the targeted 
beneficiaries as envisaged under the scheme. 

Audit scrutiny (August 2005) revealed that the poultry farm commenced 
operations during August 2002 with 908 birds, of which, 574 birds (63 per 
cent) were recorded as dead, 318 birds were sold and the balance 16 birds 
could not be accounted for as of August 2005. The farm recorded production 
of 5, 126 eggs between February and August 2003 out of which 4,919 were 
shown sold, 57 eggs broken and the balance 150 eggs spoiled. The farm closed 
down (August 2003) with no birds and eggs. No effort was made thereafter to 
revive the Farm as of February 2006 and the staff were shifted out and re
deployed in other units of the Department. 

Though the farm had purchased 12 Gas brooder equipment worth Rs. 1.74 
lakh, the Chief Veterinary Officer (CVO), who was in charge of the farm, had 
not initiated any action to prepare a stock of breeding chicks so that they could 
be used for multiplication of birds in the farm subsequently. The CVO also 
fai led to contain the mortality rate to the minimum, which was very high at 63 
per cent. Thus, the Department's failure in initiating appropriate and timely 
measures to maintain a breeding stock of poultry birds for multiplication 
rendered Rs. 39.86 lakh on establishment of the poultry farm infructuous and 
wastefu l, besides denial of the intended benefits to the targeted group under 
the scheme. 

In reply, Secretary of the Department attributed (May 2006) the non
functioning of the farm to out break of some uncontrollable disease leading to 
heavy mortality and defect in construction of building and further added that 
the farm was being revived. The reply is not tenable as the CVO records did 
not reveal any single instance of bringing such a matter either to the notice of 
higher authority or initiating any corrective action himself to contain the 
problem. 

Improper and un-planned implementation of the 'Development of 
Sanskrit Education' scheme resulted in wasteful expenditure of Rs. 1.30 
crore. 

In response to the GOI's cent per cent assisted scheme of "providing facilities 
for teaching Sanskrit in secondary schools" under the "Development of 
Sanskrit education" scheme, the Commissioner-cum-Secretary, Human 
Resource Development Department (HRDD), Government of Sikkim 
submitted (July 200 1) a proposal to tlie 001 for appointment of 29 Post 

6 Civil Works (Rs.19.46 lakh). Equipments (Rs.15.05 lakh).feed (Rs.4.64 lakh), procurement ofhau:hing eggs 
(Rs.0.50 lakh) and miscellaneous expenditure (Rs.0.21 lakh). 108 
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Graduate and 29 Graduate Sanskrit teachers. However, GOI approved 
(November 2001) appointment of 14 Post Graduate and 15 Graduate Sanskrit 
teachers only and accordingly sanctioned and released Rs. 40.02 Jakh (March 
2002), Rs. 43.84 lakh (March 2005) and Rs. 46.14 lakh (January 2006) 
towards their salaries. 

To implement the scheme, the HRDD, with the concurrence of Finance 
Department, created (September 2002) 14 posts of Post Graduate Sanskrit 
teachers and 15 posts of Graduate Sanskrit teachers in as many number of 
schools and appointed the teachers in February 2003. 

Audit scrutiny revealed (November 2005) that (i) prior to this appointment, no 
Sanskrit teacher had ever been appointed in any Government school in 
Sikkim since Sanskrit was not taught as an elective or as a regular language 
subject in any of the Government schools in the State; (ii) one of the 
conditions laid down by the GO! for appointment of Graduate I Post- Graduate 
Sanskrit teachers was that the teachers should possess degree/diploma in 
teaching besides being graduate/post graduate degree holders in Sanskrit, but, 
the appointees did not possess any degree or diploma in teaching indicating 
that they were not even qualified teachers; (iii) while text-books and question 
papers on all subjects (including vernacular) were being demanded for and 
accordingly aFranged by the Secretary, HRDD as per the prescribed indenting 
procedure in place, none of the Government schools indented for Sanskrit text
books or question papers. Sanskrit text-books I question papers were also not 
arranged by the HRDD on its own. 

It was further seen that Sanskrit had not been recognised by the HRDD as an 
elective/language subject for the Board Examinations at the end of Classes 
VIII, X and XII as of November 2005 (also accepted by the Department in its 
reply dated April 2006). As a consequence, the question of any student 
offering Sanskrit as a subject in the aforesaid Board Examinations did not, 
therefore, arise and also Sanskrit was not being taught in the primary classes in 
any of the schools as of February 2006. Therefore, the possibility of students 
choosing this subject at the secondary school stage or even at the higher level 
in future was remote. 

Inspection ( August 2006) of the schools by the Joint Direc~or (East), HRDD 
in the presence of Audit and interviews (September 2006) with the School 
Principals and Headmasters of 12 Schools in the East district, besides 
corroborating the above Audit findings, further revealed that (i) Sanskrit 
teachers were sent to the schools with the appointment order but without any 
guidelines and instructions to the school Principals I Headmasters of the 
schools regarding their deployment and teaching of the language; (ii) the 
Sanskrit teachers were mainly engaged in teaching vernacular languages 
(Hindi & Nepali), attending games classes and standing in for absentee 
teachers. Sanskrit teaching constituted a few classes in a week which was 
largely informal due to non-prescription of syllabus and non-availability of 
books and reference materials for the students. The Sanskrit teachers madP. 
their own arrangement of the teachers' copy of reference book. Thus, the 
HRDD had taken up the scheme without proper planning and need analysis 
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and without even carrying out rudimentary groundwork for successful 
implementation of the new scheme in the State, merely to avail 100 per cent 
funding by the GOI. This rendered the expenditure of Rs. 1.30 crore (March 
2003 to March 2006) towards salary and allowances of these 29 Sanskrit 
teachers wasteful. Further, the possibility of this wasteful expenditure 
continuing as the teachers had already been appointed on regular basis though 
the scheme was solely dependent on GOI assistance to s~stain itself, cannot 
also be ruled out. 

In reply, Secretary, HRDD stated (April 2006) that all the Sanskrit teachers 
posted in secondary and senior secondary level schools possessed Sastri and 
Acharya degrees which is equivalent to BA and MA degrees respectively in 
formal education system. The Department further added that internal 
assessment was being conducted and it was seriously being considered to 
supply proper teaching materials and introduce Sanskrit in lower classes in 
future. The reply is not tenable since the scheme guidelines prescribed 
degree/diploma in teaching besides graduate/post graduate degree in Sanskrit 
as eligibility criteria for appointment as Sanskrit teacher. Further, the planning 
~ought to be done now or in future should actually have been done while 
submitting proposal to GOI and appointing the teachers. 

'--~~~~~~-P_O_L_IC_E~D_E_P_A_R_TME~-NT~~~~~~~---) 
4.2.3 

Unauthorised allotment of two vehicles each to 15 Police officers without 
entitlement for a second vehicle led to avoidable expenditure of Rs. 64.33 

, ' lakh. 

Test check of records of the Director General of Police (DGP), for the period 
from July 2004 to April 2005, revealed (July 2005) that in contravention of the 
State Government's (Home Department) notification (January 1997) to allot 
one vehicle for officers of rank/ level of Additional Secretary/ Joint Secretary, 
the DGP all.otted 15 officers of the rank of Superintendent of Police (SP) and 
above two vehjcles each from 'Modernisation of State Police Forces (MSPF)' 
(Rs. 44.42 lakh) and North-East package (Rs. 3.6 lakh) of GOI fund and 
State's normal budget (Rs. 16.31 lakh). 

No driver was recruited for driving the additional vehicle and no log book was 
maintained to record the movement of these vehicles. But vehicle charges at 
Rs. 500 per month (Rs. 1,000 for two vehicles) was deducted from the salary 
of the respective officers indicating that the additional vehicle was provided 
for the private use of the officers concerned. Approval of Home Department 
(Administrative Department) was also not obtained for this transgression. 

Thus, aJlotment of additional vehicles to the police officers was not oqly 
without authority, entitlement and valid justification but also injudicious 
rendering the expenditure of Rs. 64.33 Jakh towards purchase of these vehicles 
avoidable. 110 · 
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The reply (May 2006) of the DGP that allotment of vehicles was made to 
Sikkim Police as per the scale prescribed by the Bureau of Police Research 
& Development (BPR&D) is not tenable as the BPR& D norms did not 
prescribe allotment of additional vehicles to police officers for their 
personal use and approval of Home Department was also not obtained 
before making such additional allotment. 

SCIENCE & TECHNOLOGY DEPARTMENT 

n ue vour iii puretiue of an unsuitible 
wutefal expenditure 

resiltiiig 

Undue favour to a seller by the Department in purchase of his 
unsuitable land, despite negative reports from the Mines & Geology 
I Department led to wasteful expenditure of Rs. 65. 76 lakh. 

With the objective of establishing a Planetarium and Science Complex 
in the State, a High Powered Committee approved (15 April 1998) 
acquisition of six to 10 acres ofland. 

On receipt of an unsolicited offer (22 May 1998) from one Shri Palzor 
Lachungpa to sell his land for the purpose, the Executive Committee of 
the State Council of Science and Technology requested for a report 
(December 1998) on soil stability from the Mines & Geology 
Department (MGD) before taking any steps for acquisition of the land. 
The MGD in its report (January 1999), indicated that the proposed 
land was unsuitable for establishment of the Science Complex in its 
present condition (with 
a relative stability 
rating of3 only). 

Despite being aware of 
the unsuitability of the 
land , Science and 
Technolog y 
Department acquired 
1.9120 hectares of the 
land at a cost of Rs. 
65.76 lakh' in March 
1999. Subsequent soil 
test and geological 
engineering appraisal 
(August 2001) by a 
Kolkata based firm8 

selected by the Birla 

,--~~~~~~~~~~~~~~~~ 

7 Rs.25 /akh paid in March J 999 & Rs.40. 76 lakh paid in September 1999. 
a S.K.Mitra & Associates, Kolkata. 
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Institute of Technology Museum (BITM), Kolkata also observed that 
the land was located in a sinking zone unsuitable in its present state for 
heavy construction. 

Six years after acquisition of the land, the Department finally (April 
2005) abandoned the idea of establishing the proposed Planetarium and 
Science Complex in the said location and decided to shift to another 
location at Marchak, East Sikkim which, however, had not materialised 
till date (August 2006). Thus, the decision of the Department in 
acquiring the said land despite negative report (January 1999) from the 
MGD resulted in wasteful expenditure of Rs. 65.76 lakh, besides undue 
favour to the seller. 

In reply, the Department stated (April 2006) that it was proposing to set up 
the Sikkim Bio-technology Centre at the site. However, as of September 
2006, the land still remained vacant as revealed during physical verification 
(April 2006) by the officers of the Council in the presence of Audit 

The matter needs to be investigated by the State Government. 

Improper planning and flawed conceptualisation of the 'Gem Cutting 
Training Centre' by the State Council of Science and Technology led to 
unfruitful expenditure of Rs. 12. 63 lakh. 

The State Council of Science and Technology (SCST), Sikkim submitted 
(October 1997) a proposal to the Ministry of Science and Technology, 
Government of India for establishment of a 'gem-cutting centre' for 
providing training facilities to rural women in gem-cutting so that they could 
be developed into entrepreneurs who could, after being trained, install the 
machines at their houses, work in their free time or employ other workers 
and earn their livelihood. According to the Detailed Project Report (DPR) 
(1997), the SCST formulated the project after wide ranging consultations 
with various development departments, industries and NGOs and envisaged 
both forward and backward linkages with Sikkim Jewels Ltd., and projected 
enormous social benefit to rural women and other weaker sections of society 
for gainful employment. 

The Government oflndia (GOQ sanctioned (October 1998) Rs. 19 .66 lakh for the 
project and released Rs. 18 lakh in two installments of Rs. 10 lakh (November 
1998) and Rs. 8 lakh (May 2002). The second installment was received even 
when the first installment had not been fully utilised by the SCST. 

Audit scrutiny (July 2005) revealed that after incurring an expenditure of 
Rs. 12.63 lakh,9 the venture could not take off for want of trained manpower, 
difficulty in procurement of raw materials, marketing of products etc. 
These constraints were required to have been identified by the SCST before 
proposing the project to Government of India for funding. But the project 

9 Equipments (Rs. 5.06 lalch), Salaries, Wages (Rs. 5.57 /akh), and workshop (Rs.2 lakh) 
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proposed by the SCST had failed to address these fundamental and critical 
issues. Scrutiny of the DPR in Audit revealed that the same was prepared 
without undertaking any field survey and without reference to the actual 
ground realities. 

As an alternative, the SCST decided (November 2003) to switch over to 
another project i.e., "Khada10 (scarf) Training Centre". The Government of 
India, however, turned down (May 2004) the switch over proposal and 
instead, instructed the SCST to refund the balance of Rs. 5.38 lakh. 

Thus, failure of the 
SCST to address 
fundamental and critical 
issues relating to the 
project at the conception 
stage itself led to the 
entire expenditure of 
Rs. 12.63 lakh incurred 
on the project as of 
March 2005 being 
rendered unfruitful , 
besides denial of any 
benefit to the targeted group of rural women. 

Physical verification (May 2006) of the workshed carried out by the 
officers of the council in the presence of Audit revealed that the workshed 
was in an absolutely dilapidated condition as can be seen from the 
photograph. The doors and glass panes of the windows were not fitted and 
the leaf cup making machine was dumped in one room. 

In reply, the Department stated (April 2006) that the project could not take 
off as most of the staff employed for the project left mid-way and the 
remaining staff were asked to leave as the project came to an abrupt end. 
The reply, however, did not address the issue as to why detailed field survey 
was not undertaken at the stage of formulation of the DPR and ground 
realities analysed before taking up the project. 

Hasty decision to switchover from one system to another and then to 
another without adequately analysing the need resulted in wasteful 
expenditure of Rs. 34.68 lakh on Smart Card System. 

The General Manager, SNT11 moved (January 2004) a proposal to replace the 
existing system of issuing pre-paid paper coupon for issue of petrol, diesel and 

10 
Khada is a ldnd of customary scarf which is used, in almost all social functions, as a 

1 
mark of respect in local tradition. 

1 
Sikkim Nationalised Transport (Transport Department) 
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mobil oil to Government officers who are entitled for use of Government 
vehicles by introducing a Smart Card System (SCS), similar to that of the 
ATM system of banking at Rs. 29.58 lakh. The Cabinet approved (January 
2004) the proposal. 

After one year of operation, the Private Secretary to Chief Secretary 
proposed (January 2005) resumption of the old system on the ground that the 
SCS allowed drawal of petrol from only a limited number of pumps in 
Gangtok where the system was installed. 

The Finance Department sought (21 March 2005) reconsideration of the 
matter and proposed adoption of cash payment on monthly basis in lieu of 
SCS on ground of inconvenience to the user Departments and non-accrual of 
any benefit to SNT. The proposal was approved (31 March 2005) by the 
Chief Minister and the new (the third one) system of cash payment in lieu of 
Smart Cards was introduced (April 2005). 

The SNT had, meanwhile, incurred Rs. 34.68 lakh on installation of the SCS 
by May 2004 as against the Cabinet Sanction of Rs. 29.85 lakh in January 
2004. Thus, the decision to switchover from one system to another and then to 
another was very hasty, not based on adequate need and problem analysis and 
inputs from various users there by rendering the entire expenditure of 
Rs. 34.68 lakh incurred as of May 2004 on introduction of the SCS wasteful. 

The Principal Secretary, Transport Department, while accepting that the 
SCS was functioning smoothly, stated (March 2006) that the system was 
discontinued in view of inconvenience to many Departments especially the 
VIPs and touring officers as this facility was not available outside the State. 
The reply reinforced the Audit contention that the Department had switched 
over from one system to another without adequate analysis of need and 
problems and without obtaining adequate inputs from various users. The 
Principal Secretary, Finance, Revenue and Expenditure Department 
reiterated (August 2006) the reply of Transport Department, resulting in 
wasteful expenditure of Rs. 34.68 lakh. 

Construction of houses for providing shelter to the urban poor without 
pre-construction demand survey, inordinate delay in fixing the 
allotment criteria and non-identification of genuine beneficiaries 
resulted in infructuous expenditure of Rs. 47.71 lakh. 

With a view to uplifting the living conditions of the urban poor, the Urban 
Development and Housing Department (UDHD) took up 'construction of 
double storied houses with RCC frameworks' having two bedrooms and a 
kitchen, under the 'Twenty Points Programme of Social Housing'. The State 
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Cabinet approved (March 2001) construction of 28 such units alongwith six
seater public toilets at Rangpo, Rongli and Mangan at a cost of Rs. 47.71 lakh. 
The construction work commenced in March 2001 and was completed 
between March 2002 (Rangpo and Mangan) and December 2002 ( Rongli). 

Inspection (March-April 2006) of the housing units by Departmental 
authorities in presence of Audit revealed that all the housing units were lying 
idle in dilapidated condition, had no water supply and electricity connection 
and were yet to be occupied. 

Test check of records of the Secretary, UDHD revealed (October 2004) that 
the Department had neither fixed the allotment criteria nor conducted any 
demand assessment before commencing construction. It was only as late as 
March 2005 the Department issued the notification specifying the criteria for 
allotment of these houses, that is after a lapse of five years from the 
commencement of the construction and more than three years after completion 
of the same. The reason for the delay in fixing the al lotment criteria was 
attributed (April 2006) by the Department to constant change/transfer of the 
dealing officers. This reason however was not justifiable as there was only 
one change in the post of Head of the Department and one in that of 
Additional/ Special Secretary who dealt with the Social Housing Programme 
during the period from March 2003 to March 2005. Further, even after the 
finalisation of allotment criteria, identification and selection of genuine 
beneficiaries had not (as of March 2006) been completed (in case of Rangpo) 
due to inordinate delay (ranging upto 312 days) by local MLAs in sending 
their recommendations of beneficiaries to the Department which was the 
practice in vogue. 

Thus, due to non-assessment of demand before starting construction, 
inordinate delay in fixing the allotment criteria by the Department and non
identification of genuine beneficiaries, expenditure of Rs. 47.71 lakh incurred 
on construction of houses meant for providing shelter to the urban poor 
remained infructuous for more than three years after completion of the units. 
Besides, the Department also sustained an estimated loss of Government 
revenue to the extent of Rs. 1.87 lakh12 as of March 2006 on account of rent 
due to non-occupation of these houses. 

The matter was reported (June 2006) to the Department/ Government; reply is 
awaited (August 2006). 

12 Rangpo @ Rs. 150 X 16 1111its X 48 mo111hs (w.e.f April 2002 to March 2006) = Rs. / , / 5,200 
Mangan @ Rr. 150 X 4 11mts X 48 months ( w.e.f April 2002 to March 2006) = R.\. 28,800 
Rong Ii @ Rs. I 50 X 8 units X 36 months (w.e.f January 2003 to March 2006) = Rr. 43 200 

Total Rs. 1,87,200 
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Fundamental flaws in the conception stage in the proposal aggravated by 
absence of a proper feasibility study while establishing a 'Radio 
Frequency Drying System' at Mangan, for drying of large cardamom 
fruits ultimately led to wasteful expenditure of Rs. 81.19 lakh. 

The Adhyaksha, North District Zilla Panchayat (NDZP) submitted (March 
2000) a proposal Lo the Secretary, Union Ministry of Information Technology 
(MIT) for assistance to sec up a 'Radio Frequency Drying System' (RFDS) at 
Mangan (district headquarter of the North district) with the help of technology 
developed by the Society for Applied Microwave Electronic Engineering and 
Research (SAMEER), Mumbai , for providing a scientific system of drying 
large cardamom fruits grown extensively in the North District of the State. It 
was envisaged in the proposal that after the existing traditional furnaces 
brought down the moisture content of the raw cardamom from a level of 85 to 
25 per cent, the product could be further processed faster than the traditional 
method in the RFDS Lo bring down the moisture content to the desired level of 
8 to 10 per cent without losing natural colour and aroma of cardamom fruits . 
Thus, a high quality end product could be ensured which would fetch better 
price to the farmers . 

As directed by the MIT, the SAMEER in consultation with NDZP prepared 
(May 2000) a project proposal for the NDZP which was approved by the GOI 
on December 2000 at a total outlay of Rs. 75.50 lakh, subsequently enhanced 
lo Rs. 81.19 lakh in March 2002. 

Test check (October 2004) of records of the Adhyaksha, NDZP revealed that 
though the project was finally completed in December 2002 at the approved 
outlay of Rs. 81.19 lakh (which was met by the GOI as a grants-in-aid to the 
NDZP), the NDZP had not yet taken over the system as of August 2006 
despite insistence by GOI, on the ground that the system could be put to use 
only after a pre-drier and washing unit was installed. As of August 2006, the 
system remained completely idle as no action was taken co make it functional. 

Audit observed that the project was fundamentally flawed right from the 
conception stage. The proposition that the initial drying of the cardamoms 
would be done by the farmers themselves using firewood to bring down the 
moisture content to 25 per cent level and thereafter the product would be 
brought to the Radio Frequency Drying System for further drying proved 
impractical leading to wasteful expenditure of Rs. 81.19 lakh on design and 
development of the system besides deterioration of the equipment due to 
prolonged non-use. 

In reply, Adhakshya (NDZP) stated (May 2006) that pending conquct of mass 
trials on cardamom by the SAMEER and construction and testing of pre-
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driers, NDZP was not in a position to take over the running and maintenance 
of the project drier. The reply is not tenable as the NDZP and SAMEER 
should have carried out proper feasibility study using prototypes prior to 
setting up of the full-fledged Radio Frequency Drying System to save such 
huge unprodYCtive expenditure (as of August 2006) later and mass trials 
should have been conducted immediately after completion (December 2002) 
of the project. 

Failure to modify the effective date of operation of contract and payment 
of consultancy fees beyond the contractual period resulted in avoidable 
payment of Rs. 40 lakh as consultancy fees to the NBCC. 

The Project Director (PD), Directorate of Technical Education signed 
(November 2002) an agreement with the National Buildings Construction 
Corporation (NBCC) for providing architectural Consultancy-cum-Project 
Management Services for two World Bank aided construction projects 13 for a 
period of 24 months (effective 22 November 2002) at a total contractual cost 
of Rs. 77.32 lakh 14

, payable at 3.95 per cent of the value of work done or 
Rs. 2.50 lakh per month, whichever was higher. Further, if the work extended 
beyond the period of contract (with NBCC) due to unforeseen reasons or 
reasons not attributable to the NBCC, then the latter were to be paid fees of 
Rs. 2.50 lakh per month for the extended period. 

The first project (CCCT at Chisopani) was to be completed within 24 months 
from date of signing the agreement (August 2002) with the executing 
contractor, Mis Simplex Projects Ltd., Kolkata. 

Test check of records revealed (June 2005 I March 2006) that due to delay 15 in 
handing over site to the executing contractor, (Mis Simplex Projects Ltd., 
Kolkata) the work was subsequently reckoned to have been commenced from 
2 January 2003 and accordingly the date of its completion was reckoned as l 
January 2005. The work, however, actually commenced from February 2003, 
after a delay of one month after the revised date. But the PD, Directorate of 
Technical Education, failed to modify the effective date of operation of the 
Consultancy-cum-Project Management Services contract with the NBCC, 
accordingly. 

Even after the delayed commencement of the works (February 2003), the 
executing contractor failed to adhere to the completion schedule of 24 months 

13 (i) Centre fo r Computer and Communication Technology (CCCT) aJ Cliisopam, South Sikkim and (1i) 
Advance Tech11ical Training Centre (ATTC) at Bardang, Singtam 
14 Consultancy fee = 3.95% of RJ. 19.58 crore (Work Va/lie) 
IJ Due to i) uistenre of standing rrets at the work ~ite & ii) abse11re of water supply. 
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and the work still remained incomplete as of March 2006, leading to a total 
delay of 16 months 16 while the NBCC was paid Consultancy cum Project 
Management Services right from January 2003 to March 2006. 
Thus, besides non-accrual of intended benefits from the project on time, the 
delay resulted in avoidable payment of Rs. 40 lakh17 towards consultancy fees 
to the NBCC. 

( URBAN DEVELOPMENT AND HOUSING DEPARTMENT 

14.3.2 Undue benefit to contractors 

Failure of the Department in not deducting the cost of stones available at 
site from two contractors' bills and allowing carriage for these stones and 
spoils resulted in undue benefit of Rs. 43.60 lakh to the contractors. 

The work 'Construction of storm water drain along NH 31 'A' from White 
Hall to Ranipool Bridge' (12.83 Km) was awarded (June 2003) to two18 

contractors in two parts for Rs. 3. 42 crore (at 20 per cent above the tendered 
amount) and Rs. 2.02 crore (at 18 per cent above the tendered amount) 
respectively. The items of work inter-alia included hill cutting and excavation 
of foundation trenches in three categories of earth profiles, viz. i) mixed soil, 
ii) soft rock and iii) hard rock. · 

The entire stretch (12.83 km) of this work Jay on the hill-ward side of the 
National Highway 31A. The rock cutting works were, therefore, to be carried 
out manually (by chiseling) and not by using detonators. Therefore, the entire 
quantity of stones obtained from such hill cutting and excavation of trenches 
in hard rock were to be salvaged for use in other items of works within the 
project as was originally envisaged while awarding the work. 
It was, however, seen (October 2004) during Audit that although 10,007.85 
cum (3,066.92 from first work + 6,940.93 from second work) of stone were 
available from hard rock cutting in these two works, no deductions towards 
these were made from the contractors' bills. Besides, the Department also 
allowed undue carriage cost for another 6,014.77 cum of stones to both the 
contractors amounting to Rs. 18.8519 lakh and 6,940.93 cum of spoils 
amounting to Rs. J 1.9720 lakh to the second contractor. 

Thus, failure of the Department in not deducting the cost of stones available at 
site (from rock cutting) from the two contractors' bills and allowing 

16 
January'OJ 10 Frbruary '03 {I monJ#t) and Januory'OS 10 Murdt '06 (IS months), 1""'1:o16 .. ollllu 

17 
16 months@ Rs.2.SO lakh pu monlh = Rs.40 lakh.. 

II Sltrl T. Loclt111100 ifrrst 1.1 J Km) •"" Sltrl Mtilt ltlfi PratlNut (tlU't 5. 72 KM) 
19 

i) Shri T. UirhunlJKl (first 7.11 Km) Can'ialf~ of /108.4842 cum Jlonu: Rs. 5.20 lilkh 
ii) Shn Mt'gh Raj Proilhan (Mxt S.72 Km) Carna1eo/18Q6.29QQQJm Honts · Rs. lJ.65/aM 

Total ()()14.7742 nun stona : tu. l&.lfS /ilkh 

20 Shn Melfh Raj Prailhan (nut 5. 72 Km) 2129 42 nun X JU. 179.80 fH!TCMm plus 18 ._, ab<we ,. R~ 4.52 lath 
4811.S/ omt X tu.131.20 fH!rcum plMS 18 'l, abavr = /4 Z45 lakb 

Total lb. /I. '1 lakJI 
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unnecessary carriage cost for stones and spoils resulted in undue benefit of 
Rs. 43.6021 lakh to the contractors. 

The Department stated (June 2006) that the stone extracted from hard rock 
cutting could not be used due to smaJI size, inferior quality and difficulty in 
stacking due to heavy traffic. The reply is not tenable as the same quality of 
stones obtained from hard rock-cutting was salvaged and utilised in another 
three strelches22 (150.10 cum, 759.72 cum and 948.00 cum) of the same work 
along the same National Highway and the cost of stones was deducted from 
the contractors ' bills. 

4.4 Idle Investment I Blocking of Funds 

f 

Implementation of IDS&MT Scheme at Singtam was characterised by 
negligent vetting of the estimate by departmental engineers, idling of 
assets worth Rs. 1.45 crore besides revenue loss of Rs. 14.76 lakh. 

The Urban Development and Housing Department (UD&HD) submitted 
(February 1998) a proposal for construction of a four storied shopping 
complex with 104 shop-rooms and 14 showrooms along with associated 
facilities in Singtam town at a cost of Rs. 98 lakh under 'Integrated 
Development of Small and Medium Towns' (IDS&MT), a CentraJl y 
sponsored scheme. The GOI, however, approved (March 1998) Rs. 72 lakh 
only for the project, thus necessitating exclusion of some structures (Yatri 
Niwas) from the original proposal of the State Government. The revised 
proposal was approved by the State Government in November 1998. The work 
was awarded (March 2000) at 32 per cent above the estimated cost with 
stipulation to comple te the work within two years i.e. by March 2002. 

Audit scrutiny revealed (November 2004) the following: 
» After executing major portion of building works (Rs. 54.91 lakh), the 

Department revised (December 2001) the scope of work to Rs. 1.45 crore 
due to omission of provision for slabs in the first, second and the third 
floors in the original approved estimates, though the same had been vetted 
by qualified engia11n (Jullior EnpmNr, A · 1 &.git 1 & 
Superintendent~) of tbs r>cp.1ment. 

» Completion of shopping complex was delayed by one year (from October 
2002 to August 2003) without any valid reason. 

21 Firn contractor (Sh T.l..aduutyo) :Rs.10.21 /iJkJt (rosr of stont - RJ.5.0/ lnklo & ronilqt of none - lb S.20 W:lt). 

StroNI rontractor (Sh Mqhro1 Pradluut): Rs.JJ.19 lnkJo (roll of stone • R:s.7.77 IDkh, cama11e of stone • Rs 11.65 lal.lt & 
1hrowin11 of spoils · Rs.11.97 la!h). 

n 2 ca.res of h•ll- cMllinJI t1nd I ca.rt of urava1lon of foundation trtnrhts (MB No. JSO & 626/UDHD) rn rtsptCI of tht jirsr work 
(firsr 7.1 l l:m) 
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~ The construction of the building work was then scaled down to only three 
floors with 40 shop-rooms and was finally completed in October 2002 at 
Rs. 1.45 crore. 

~ Despite good response for the shop-rooms (on rental basis) from more than 
100 applicants as of December 2002 and more than 200 applicants as of 
December 2004, the shops remained unoccupied owing to non-finalisation 
of allotment criteria by the Department till December 2004. Even after 
approval of allotment criteria by the Cabinet in December 2004 and of the 
rent structure for these shop-rooms in March 2005, the shop-rooms 
remained vacant as of August 2006. 

Thus, non-allotment of the shop-rooms in time not only led to loss of potential 
revenue of Rs. 14.76 lakh23 towards rent as of August 2006 but also led to 
idling of assets worth Rs. 1.45 crore for more than three years (August 2003 to 
August 2006). 

While admitting the lapses in vetting the estimates, the Department stated 
(June 2006) that the allotmem of shops to identified beneficiaries would be 
completed within a month (i.e. June 2006). However, subsequent physical 
verification by the Departmel'Ial officials in the presence of Audit revealed 
(August 2006) that the shops were yet to be allotted as of August 2006. 

4.5 Regularity issues 

CULTURE AND HERITAGE DEPARTMEN1' 

The Department suffered a loss of Rs. 12.14 lakh as interest due to 
injudicious and negligent investment decisions for shorter periods of time 
and failure to renew the fixed deposits in time. 

With a view to strengthening and upgrading the network of public libraries in 
the country, the Eleventh Finance Commission (EFC) provided Rs. one crore 
to each State for State. Level L braries (SLL). In addition, Rs. 20 lakh were 
also provided to each district for upgradation of public libraries in the rural 
areas. The Culture and Heritage Department received Rs. 1.80 crore in 3 
installments (2001-02: Rs. 1.07 crore, 2002-03: Rs. 0.35 crore and 2003-04: 
Rs. 0.38 crore) for this purpose. 

The EFC guidelines, inter alia, enjoined upon the States to create a corpus 
fund, invest it and use the returns from it for purchase of books and periodicals 
every year on a sustainable basis. 

Test check of records revealed (May/June 2005) that the Department invested 
these amounts (Rs. 1.07 crore, Rs. 0.35 crore and Rs. 0.38 crore) on 09 June 
2002, 05 May 2003 and 02 December 2003 respectively as fixed deposits in 

" Rs. 86,819 pu mofllh X 17 months = &·. 14 7• lakh i.e. f rom April 2005 (after approval of rent structure by the 
Chief Minister) to August 2~ 
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the State Bank of Sikkim (SBS) at interest rates ranging from 5.25 per cent to 
6.75 per cent per annum for periods upto one year and earned interest of 
Rs. 36.12 lakh for the period from 09 June 2002 to 08 May 2006 from these 
fixed deposi ts. Audit scrutiny revealed that a higher rate of interest ranging 
from 5.75 per cent to 8.25 per cent available from the Bank by making the 
investment for a longer duration i.e more than a year had not been considered 
by the Department. Since the fund given by the GOI was meant to create a 
corpus, the Department could have invested this in fixed deposits for periods 
above three years and earned interest of Rs. 44.63 lakh. Failure to do this led 
to loss of interest of Rs. 8.51 lakh. 

It was further seen that the Department failed to renew the fixed deposits on 
six occasions during February 2004 and July 2005 leading to break periods 
ranging from 77 to 95 days resulting in further loss of interest of Rs. 3.63 lakh. 
Thus, the Department suffered a total interest loss of Rs. 12.14 lakh as of 05 
May 2006 due to injudicious investments for shorter periods of time and 
failure to renew the fixed deposits in time. Further, the Department had not 
even utilised the interest earned from investments of the corpus fund to fulfill 
the objectives of the scheme, i.e., upgradation of public libraries, purchase of 
books, etc. 

The Department, while accepting the Audit observation, stated (May 2006) 
that proposal for investment for longer period had been initiated. However, as 
of September 2006, no development had taken place. 

Decision of the Department to appoint 205 adhoc teachers without 
conducting any selection test and/ or interview was not only irregular but 
also led to recruitment of unsuitable candidates in excess of the 
requirement resulting in avoidable expenditure of Rs. 59.79 lakh. 

Education Department24 (Primary Teachers, Graduate and Post 
Graduate Teachers) Recruitment Rules 1991 (amended in February 2003) 
laid down the eligibility criteria for recruitment of teachers as per which 
the Human Resources Development Department (HRDD), was to fill up 
the vacant posts of teachers by inviting applications from interested and 
eligible candidates through advertisement in local papers and selection of 
teachers was to be made on the basis of written test and viva-voce. 

Audit scrutiny of the records of the Secretary, HRDD, revealed (October 
2005) that in violation of the above laid down norms, HRDD appointed 
(August 2005) 66 new Primary Teachers and 139 Graduate Teachers on 
adhoc basis for three months (upto 9 December 2005), purely on the 
recommendation of public representatives/Member of Legislative 
Assembly, without conducting any selection test and/ or interview to 
ascertain their suitability. 

24 Rechristened 'Human Resources Development Department' 
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It was further noticed that although there were 86 excess primary 
teachers in va rious Government schools in and around capital town of 
Gangtok in East District, the HRDD had appointed (August 2005) these 
66 new primary teachers against the existing 30 vacancies in other 
districts leading to a total excess of 122 primary school teachers in regular 
(56) and adhoc (66) capacity. 

Similarly 139 untrained Graduate Teachers were appointed (August 
2005) to fill up the vacancies created due to retirement/promotion of 
regular teachers although t.laey did not possess the desirable technical 
qualification of Bachelor of Education as was envisaged in Recruitment 
Rules. While doing so, the Department had also conspicuously not 
considered 191 teachers appointed under Sarva Shiksha Abhiyan during 
2003-04 while computing the •acancies, for filling up these posts. 

Thus, the decision of the Department to appoint 205(66 + 139) teachers 
on ad-hoc basis without conducting any selection test and/ or interview 
was not only irregular but also led to appointment of unsuitable 
teachers, far in excess of requirement, resulting in avoidable expenditure 
of Rs. 59.79 lakh on their pay and allowances. 

In reply, Secretary of the Department stated (August 2006) that excess 
teachers have been re-deployed to rural areas where there were shortages. 

In reply to a specific Audit query, the Department further stated 
(November 2006) that ad-hoc appointments were resorted to without 
conducting interview on Lhe recommendations of the public 
representatives in the best interest of the students. The reply is not 
convincing as not only did it vwlate the Recruitment Rules in vogue but 
was also against the recent rulings (10 April 2006) of the Supreme Court 
which held that "vacancies cam ot be filled up with adhoc appointment and 
that regular appointments have necessarily to be resorted to by following the 
recruitment Rules in order to fill up vacancies". 

The matter needs to be investigated by the State Government. 

[ 
4.5.3 Loss of interest to the Calamity Relief Fund due to non.investment 

of balances 

Failure of the Relief Commissio,er, Calamity Relief Fund to invest the 
available funds in accordance with the stipulated rules of the CRFS 
framed by Government of India resulted in loss of interest of Rs. 5.35 
crore to the Fund, besides contravention of the guideline of the scheme. 

According to the revised scheme of "Constitution and Administration of the 
Calamity Relief Fund and l11vestmer.t there from" effective from 1 April 2000, 
periodical contribution to the Fund :is well as other income of the Fund were 
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to be invested in one or more interest earning securities and deposits of Central 
Government or scheduled commercial/co-operative banks. In case it was not 
feasible to invest in the aforesaid manner, the amount could be kept in the 
Public Account of the State Government on which the State Government pays 
interest at one and half times of the rate applicable to overdraft under 
Overdraft Regulation Scheme of the Reserve Bank of India. The Public 
Accounts Committee (13th Lok Sabha) in its 281

h Report also instructed the 
Ministry of Agriculture to direct the State Governments to follow the norms of 
investment scrupulously. 

Scrutiny of records of Relief Commissioner, C..Jamity Relief Fund revealed 
(June 2004) that a total fund of Rs. 48.10 crore was released by GOI and the 
State Government during 2000-0 l to 2004-05 as allocallon towards the fund 
After utilisation of some funds towards relief measures during April 2000 to 
March 2005, the Department had at its di sposal balances ranging from 
Rs. 2.38 crore to Rs . 14 . .+6 crore which was available for investment according 
to the terms of the Calamity Relief Fund Scheme (CRFS) during this period. 
But the Department made a single investment of Rs. 2.50 crore onl} in 
November 2001 in the Sikkim State Co-Operative Bank Limited as fixed 
deposit. The State Government also failed to pay any interest to the Fund at 
the prescribed rate as per terms of the C'RFS. 

Thus, failure of the Relief Commissioner to mvest the available funds in 
accordance with the stipulated rules of the CRFS. framed by Government of 
India, resulted in loss of interest of Rs. 5.35 crore to the Fund, besides 
contravention of the guideline of the scheme. 

In reply (March 2006), the Additional Secretary of he Department, while 
accepting the Ai..dit observation, stated that henceforth available balances 
would be in vested in the State Co-operative Banks or any other nationalised 
Bank. 

Audit arrangement for local bodies 

4.6.1 llltroductioll 

Autonomous bodies and authorities are set up to discharge generally non
commercial functions or public utility services. These bodies and authorities 
usually receive substantial financial assistance from the Government. The 
grants are intended essentially for construction and maintenance of educational 
institutions, hospitals and charitable institutions and improvement of roads and 
other communication facilitie under the local bodies, besides others. 

During 2005-06, financial assistance of Rs. 18.01 crore was released to 
various autonomous bodies and institutions, broadly grouped as under: 
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Table-4.2 
(Rupus in crore) 

Name of institutions !\o. of sanctions Amount of assistance 
21ven 

Universities and Educauonal Institutions 09 l.14 
Zilla Parishad and Panchayati Raj 18 0.27 
Institutions 
Development A~encies 04 10.40 
Ho~pitals and other Charitable 13 0.31 
Institutions 
Other Institutions 176 5.89 

Total 220 18.01 
Source: Departmell/a/jigurel. 

4.6.2 Delay in fumishing utilisation certificates 

The financial rules of the Govemment require that where grants are given for 
specific purposes, certificates of utilisation should be obtained by the 
departmental offices from the grantees and, after verification, these should be 
forwarded to the Accountant General within one year from the date of sanction 
unless otherwise specified. 

Out of 220 utilisation certificates aggregating Rs . 18.01 crore involving 33 
departments only 140 certificates aggregating Rs. 14.06 crore were received 
by the grant releasing departments by September 2006 and 80 certificates 
pertaining to six departments for Rs. 3.95 crore were in arrears. Departrnent
wise and age-wise break-up of outstanding utilisation certificates was as 
follows: 

Table-4.3 
(Ru us in crore) 

' ,. b::r~=~~; l'1~J~::01~ ~ ;~:~,. .·-· - ~. 

Food Security & Asrriculture Development 12 0.07 Nil Nil 12 0.07 
Cultural Affairs & HentaRe 31 0.48 24 0.44 55 0.92 
Health Care, Human Services and Family 
Welfare 

04 0.10 04 2.66 08 2.76 

I lort1culture anc.I Cash Croos Devclooment Nil Nil 02 0.04 02 
S1kk1m Lei!tslative Assembly 01 0.05 Nil Nil 01 
SPortS & Youth Affairs Nil Nil 02 0.11 02 

Total 48 0.70 32 3.25 80 

4.6.3 Audit arrangement 

The primary Audit of local bodies (Zilla Parishads and Gram Panchayats), 
educational institutions and others is conducted by the State Government. The 
Audit of co-operative societies is also conducted by the State Government. 
Only four bodies/authorities attracted Audit under section 20 (1) of the 
Comptroller and Auditor General's (DPCs) Act 1971. The period and date of 
entrustments, status of submission of accounts by these organisations and 
completion of their audits as of September 2006 are given below: 
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Table-4.4 

Sikkim Khadi and Village Industries 2005-06 to 22.12.2005 2004-05 2004-05 
Board 2009-10 
Sikkim Co-operative Milk Producers 2003-04 to 18.11.2002 2005-06 2005-06 
Union Limited (SMU) 2007-08 
Sikkim Co-operative Supply and 2005-06 to 22.12.2005 2004-05 2004-05 
Marketing Federation Ltd. (SIMFED) 2009-10 
Panchayat Raj Institutions (PRl) 2001-02 to 27.08.2001 2004-051.l 2001-05 

2005-06 

Against 19 Institutions, which attracted Audit under section 14 of the 
Comptroller and Auditor General's (DPC) Act 1971, the accounts of only 
three bodies are up to date. The accounts of 11 bodies were finalised and 
audited upto 2004-05 and the accounts of the remaining five bodies were in 
arrears for two arrears. 

is Only West district Zilla Panchayat submitted the accounts for 2004-05 prior to this no 
account was submitted by any of the PR/. 
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DEPARTMENT OF PERSONNEL, ADMINISTRATIVE REFORMS, 
TRAINING, PUBLIC GRIEVANCES, CAREER OPTIONS & 

EMPLOYMENT, SKILL DEVELOPMENT AND CHIEF MINISTER'S 
SELF EMPLOYMENT SCHEME 

5.1 Internal Control Mechanism · 

Audit review of the intemal controls in the Departrnent of Personnel, 
Administrative Refonns, Training, Public Grievances, Career Options & 
Employment, Skill Development and Chief Minister's Self Employment Scheme 
(DOPART) revealed deficient budgetary and expenditure control, poor 
operation and supervisory controls relating to creation of posts, cadre review, 
promotions, deployment as enumerated in the succeeding paragraphs. 

The control mechanism in the Department to watch the progress of 
expenditure leading to savings, surrenders and unnecessary 
supplementary provision was virtually non-existent. 

(Paragraph 5.1. 7) 
Against the sanctioned strength of four, the Department appointed three 
Advisors and promoted seven officers to the post of Principal Secretaries 
in contravention of GOI norms resulting in extra expenditure of Rs. 53.79 
lakh. 

(Paragraph 5.1.9.1) 
Department failed to conduct periodical review of actual requirement of 
staff vis-a-vis staff position in various cadres. 

(Paragraph 5.1.9.2) 
Subsequent to the ban imposed by the Government in 1999 for creation of 
new posts, the Department created 443 posts resulting in extra annual 
expenditure of Rs. 4. 70 crore. 

(Paragraph 5.1.9.3) 
The posts vacated on account of VRS were not abolished resulting in 
avoidable expenditure of Rs. 2.24 crore upto March 2006. 

(Paragraph 5.1.9.4) 
In 20 cases Government servants were promoted to next higher grade in 
substantive capacity in contravention of eligibility of minimum required 
length of service in the lower post. 

(Paragraph 5.1.10.1) 
Department wise sanctioned strength of each category of staff was not 
available with the DOPART. 

(Paragraph 5.1.10.3) 
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Norms for transfer of Government servant were not formulated. 
(Paragraph 5.1.11.1) 

Internal audit wing was not set up in the Department to ensure 
compliance of the existing n.les and regulations of the Department. 

(Paragraph 5.1.16.1) 

5.1.1 Introduction 

Internal Control Mechanism (ICM) in an organisation aims at ensuring that, its 
operations are carried out according to the applicable laws, rules and 
regulations in an economical, efficient and effective manner. It provides the 
top management with reasonaDle assurance regarding the achievement of the 
organisational objectives and ~afeguards the assets and other resources of the 
organisation from wastage, m1~management, fraud etc. 

The DOPART was formed in 1975 with the main objective of regulating 
service conditions, recruitme1r, promotions, posting, transfer and deputation 
of All India Services (AIS) o 'ficers and other gazetted officers of the State 
Government; and officers of the Sikkim Subordinate (Ministerial and 
Executives) service; bring reforms in Government departments for their 
smooth functioning, and nom nate Government officials (both probationers 
and in-service candidates) for training as a part of continuous skill 
development. 

5.1.2 Organisational set-up 

The Secretary is the overall in-charge of the Department, assisted by Special 
Secretary (I), Joint Secretaries 12) and other subordinate officers. 

Chart 5.1 

IJS I 

US I CSll 
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5.1.3 Scope of Audit 

The functioning of ICM of the Department of personnel, administrative 
reforms, training, public grievances, career options & employment, skill 
development and Chief Minister's sel f employment scheme (DOPART) 
covering a period of five years (2001-06) was evaluated with reference to the 
records maintained in the office of the Secretary, DOPART, Gangtok during 
April and May 2006. 

5.1.4 Audit Objectives 

The Audit was carried out with a view to assess and ascertain the adequacy 
and efficacy of various internal controls in the Department and evaluate if 
these were in place and were being implemented/complied appropriately to 
ensure achievement of the broad goals of the Department in an economic, 
effective and efficient manner. The following controls were assessed in this 
regard: 

~ Budgetary and expenditure Controls; 
);> Operational Controls; 
);> Supervisory and Monitoring Controls; and 
);> Internal Audit. 

5.1.5 Audit Criteria 

For fulfillmen t of the above objectives the following criteria were used. 
Provisions of 

);> General Financial Rules and Sikkim Financial Rules; 
);> Indian Administrative Service (Cadre) Rules, 1954; 
);> Sikkim Service Rules; 
);> Other rules and regulations specified by Central and State Government 

relating to service matters. 

5.1.6 Audit Methodology _________________ ___, 

The Audit of ICM was carried out on the basis of available rules and 
regulations framed and amended by the Government from time to time 
governing the service matters as regards promotions, transfers and posting, 
placement of officials, nomination of officials for training in probation as well 
as in-service training matters and concerning administrative reforms. 

Test check of records as made available by the Department in response to 
requisitions issued by the Audit as well as analysis of data collected was also 
carried out to obtain specified results. 

Audit fi11dings 

5.1.7 nditure Contro~ls=--_...__ __ ~~~~~---' 

Internal controls with respect to financial aspects of the functioning of a 
Department are generally governed by the Budget Manual which inter-alia 
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2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Total 
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prescribes the methodology ~ r preparation of budget, watching of progress of 
expenditure to facilitate re-appropriations, eventual surrender/ savings or 
supplementary funds etc. However, the State Government had not framed its 
budget manual. Sikkim Financial Rules (SFR), however, briefly mentioned 
the control mechanism presc-ibing the procedure for preparation of budget, 
withdrawal of money from Government Account, watching the progress of 
expenditure and control thereof. Audit scrutiny revealed that control 
mechanism as prescribed in the SFR was also not adhered to by the 
Department as evidenced from the following paragraphs: 

5.1.7.1 Failure to watch tlze progress of expenditure 

Budget provision 

134.66 
132.55 Nil 
154.00 6.00 
311.83 Nil 
283.85 175.00 

1016.89 186.20 
Source: Appropriation Accounts. 

Table- 5.1.1 

132.55 
150.00 
31 1.83 
458.85 

1213.09 

Ru 
Eipenditure Savinp (·) 

4 

114.72 
126.33 
150.26 
255.06 
290.49 
936.86 

with ref. to 
coL3 

Figures in brackets represent percentage. 

It would be seen from the above table that budgetary and financial control by 
the Department was deficient as there was savings in all the years 2001-06. 
Besides there were following deficiencies: 

>- During 2001-02 to 2005-06 there were persistent savings. There was 
wide variation between budget provision and actual expenditure 
ranging from 5 to 37 per ~em and savings were not anticipated in time. 
Savings of Rs. 168.36 lakh in 2005-06 had not been surrendered. As a 
result, the Finance Department was not able to reallocate the amount to 
other needy departments. 

>- Against the actual savings of Rs. 266.23 lakh during 2001-06, only 
Rs. 194.08 lakh were surrendered and Rs. 71.15 lakh retained. 

>- During 2001-02 and 2003-04 the Department took supplementary 
provision of Rs. 5.20 lakh and Rs. 6 lakh yet the savings were more 
than the supplementary prov1S1on. In 2005-06, the entire 
supplementary provision of Rs. 175 lakh was surrendered against the 
actual savings of Rs. 168.36 lakh. The amount surrendered ranged 
between 30 to 104 per cent of the total savings of the respective years . 

The Administration and Establishment (A&E) Manual (for Central 
Government Officers) prescribed various rules and procedures relating to 
service matters to enable HOD and other controlling officers to exercise their 
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powers and discharge their responsibilities in an efficient and effective manner 
in conformity with the rules and procedures. The A&E Manual incorporating 
basic rules, regulations and orders governing appointment, promotion, 
confirmation, Tesignation etc. had not been compi led and circulated by the 
Department to serve as a readymade guide for effective discharge of duties of 
the officers and staff in an appropriate manner for any service. Absence of 
prescribed rules and procedures indicates non-delineation of responsibilities 
which led to the following irregularities: 

5.1.9 Appointment 

All India Services (AIS) 
5.1.9.1 Non-adherence of l AS rules 
» According to the Indian Administrative Service (Cadre) Rules, 1954 the 

strength and composition of IAS cadre is determined by the Central 
Government. The State Government concerned, however, may add one or 
more posts carrying duties or responsibilities of a like nature to cadre posts 
of the State for a period of one year which could be further extended for 
another two years with the approval of the Central Government. The State 
Government had appointed (September 2003, May 2004 and November 
2004) three Advisors in the scale of Rs. 26,000 fixed (1) and Rs. 22,400-
525-24,500 (2). It was noticed in Audit that in contravention of rules, the 
appointment continued for a period of more than three years in one case 
and two years in two cases as no approval from the GOI was obtained. 
Thus, continuation of appointment of Advisors for a period beyond one 
year was not only irregular but indicative of failure of internal control to 
observe the cadre rules of appointment and continuation of posts by 
DOPART. This also led to filling up of equal number of posts by other 
officers resulting in an extra outgo of Rs. 36.90 Jakh1 at the minimum of 
the pay scale cowards promotions of junior officers on their pay and 
allowances till the end of March, 2006. 

» Similarly, DOPART also promoted seven officers in the next higher grade 
(Rs. 22,400-525-24,500) of Principal Secretary against the sanctioned 
strength of four posts leading to excess operation of three posts involving 
extra expenditure of Rs. 16.89 lakh ( in the minimum of the pay scale) per 
annum on their pay and allowances. 
While accepting the Audit contention, the Department stated (September 
2006) that promotion of the IAS officers to the next higher grade of 
Principal Secretary had become imperative as large number of officers 
were inducted into IAS in the initial year (1977) of merger of Sikkim with 
Indian Union and had eventually become fairly senior for promotion to the 
higher grade. The reply is not tenable as the promotion to the next higher 
grade is subject to availability of clear vacancies. 

Non -All India Services 
5.1.9.2 Absence of re-examination of cadre stre11gth 
The Central Government observes established rules and procedures for review 

1 Slt.T. W.Barfungpa, (2004-06)-Rs. 11.62 lakh; Sh. Ta~hi Topden, (2003-06) -Rs.15.35 lakh; 
Sh.T. W.Tenzing, (2004-06)-Rs.9.93 lakh: Total - Rs.36.90 lakll 
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of cadre strength from Lime to time. The All India Service Manual also 
prescribes review of cadre strength every three years in consultation with the 
concerned State Government. The State Government however had not put in 
place the system of review of cadre strength in line with that of ~e Central 
Government in spi te of stipula..ion to this effect It was noticed that the cadre 
strength of various State Civil services was altered on a number of occasions 
without adhering to any laid down norms by cadre review committees 
instituted for the specific purpose as evidenced from the following paragraph: 

5.1.9.3 Failure to conduct neetl-analysis while creating posts 
The Sikkim Government Establishment Rule (13) forbids creation of post 
(except in emergent situations) during the year unless lhere is a provision for it 
in the approved budget. Mere provision in the Department budget, however, 
does not constitute authority for incurring liability on any new post. Despite 
this clear stipulation, l 0 depa7"tments proposed creation of 443 posls which 
was approved by the DOPAR~ on 15 occasions between July 2001 and July 
2005 in a routine manner, without carrying out need or job analysis leading to 
additional financial burden to t1e tune of Rs. 4.70 crore per annum (calculated 
on an average). The action of t'1e DOPART and also of Finance, Revenue and 
Expenditure Department (FRED) in submitting proposals for creation of posts 
and financial concurrence resrectively, especially in the absence of specific 
job analysis and ban on creation of posts in terms of Memorandum of 
Understanding signed (June l J99) between the Government of Sikkim and 
GOI was indicative of casual approach of Government in creation of posts 
without justification. 

The Department while admitting (September 2006) that there was a ban on 
creation of posts, stated that DOPART recommended creation of additional 
posts to FRED for financial concurrence based on the requirement of the 
respective departments. The reply is not tenable as in the absence of need 
analysis by the departments concerned, DOPART approval was not justified. 
Similarly, FRED also failed in its duties to scrutinise the proposals in right 
earnest before according financial concurrence. 

5.1.9.4 Non-compliance with provisions of Voluntary Retirement Scheme 
(VRS) 

With a view to right size the Government on the one hand and to provide an 
opportunity to employees to retire from service voluntarily before the date of 
their superannuation, the S:ate Government introduced (January 2003) 
Voluntary Retirement Scheme (valid for one month i.e. February 2003). The 
scheme also stipulated abolition of the post vacated by the retiring incumbent. 
Scrutiny of records relating to implementation of YRS by DOPART revealed 
control failure as elucidated below: 
> Although 131 Government servants availed the benefit under YRS and 

retired (March 2003) from their respective posts, only 99 posts were 
abolished and 32 posts continued lo be operated in the category of Junior 
grade (10 posts), Senior grade (11 posts), Selection grade II (6 posts), 
Selection grade I (3 posts), Super time grade I (1 post) and 1 post in the 
rank of Secretary leading to violation of the spirit of YRS. Non-adherence 
to YRS policy indicated lack of administrative control and led to avoidable 
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expenditure of Rs. 2.24 crore2 (upto March 2006) on account of pay and 
allowances at the minimum of the pay scale. 

, The Government restructured (June 2003) the cadres of Director and 
Additional Director of Sikkim Finance and Accounts Service after 
availing of VRS by two of its Additional Directors (March 2003). 
Restructuring enhanced the sanctioned scrength of Directors from 4 to 6 
while the sanctioned strength for the post of Additional Director was 
reduced from 6 to 4, vitiating the spirit of YRS. 

The DOPART stated (September 2006) that Government reviewed the cadre 
strength to meet the requirement of the concerned departments. Reply of the 
DOPART is not tenable as action of the Department to enhance the sanctioned 
strength was against the spirit of right sizing the Government under YRS and 
control of expenditure under pay and allowances. 

5.1.10.1 Non-adherence to prescribed rules during promotions 
According to Sikkim State Services Rules of various Gazetted services, no 
officer shall be considered for promotion to the next higher post unless he has 
rendered the required length of service in lower post as prescribed in the 
Recruitment Rules of the said post. 

Test check of six3 services revealed that in 57 cases from all the six services, 
officials had been promoted to next higher grade in officiating capacity 
without having rendered the required length of service in the lower post. 

Further, in 20 cases (out of 443 cases test checked) Government servants were 
promoted to next higher grade in substantive capacity without having rendered 
the minimum required length of service in the lower post. The officials were 
promoted to next higher grade without completing the length of service criteria 
in the lower post ranging from 1 to 6 years, indicating absence of internal 
control mechanism in respect of promotions and also indicative of disregard of 
allocated duties by the officers responsible for effecting promotions without 
verifying the eligibility in the DOPART and resulted in undue extension of 
benefits of higher pay and allowances and other related benefits. This resulted 
in extra outgo of Rs. 64.12 lakh from the Government exchequer towards pay 
and allowances4

. 

In reply, the Department stated (September 2006) that all promotions to 
substantive capacity are made only after the completion of the required length 
of service as per the cadre rules through the State Public Service Commission. 
The reply is factually incorrect as the particulars of promotion were taken 
from original records of the individual officer from their respective service 

1 Junior Grade R}. 0.53 crore; Sr. Grade Rv.0.73 crore; Selection Gr.II R.1.0.48 crore; Selection Gr.I 
R.~.0. 27 crore; Super-time Gr.II Rs.O. JO crore and Super-time Gr.I Rs.0.13 crore. 
·
1 State Civil Engineering Service, State Mechanical Engineering Service, State Electrical Engineering 
Service, State Finance aru/ Accounts Service, State Agricullllre Service, and State Civil Service. 

~ Calc1~/ated at the minimum of the pay scale. 
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books and information fu rni shed by the Department. 

This indicated lack of effective administrative control in the Department 
regarding promotion from one grade to another in the service mainly in 
Engineering and Accounts services. 

5.1.10.2 Absence ofunifonnpromotion criteria 
There was no uniform criteria for promotion to next grade with identical pay 
scale. It was noticed that while Engineering and Finance & Accounts services 
were required to render eight years to become eligible for senior grade II in the 
pay scale of Rs. 9,000 - 16,250, offi cers of the State Civi l Services had to 
render onl y six years. Similarly, whle State Civil services and Finance & 
Accounts services had to render fou years each for promotion to the next 
higher grade of Rs. 11,000 - 17 ,000, Engineering services required six years. 
This indicated DOPART's fai lure to work out uniform promotion criteria for 
different cadres. The details are given below: 

Table-5.1.2 

Services Junior Grade Senior Grade to Selection Grade Selection 
to Senior Selection Grade II to Selection Grade I to 

Grade u Grade I Suppertime 
(7000-11500)- (9000 -13800)- (11000-16250)- Grade ll 

Suppertime 
Grade II to 
Suppertime 

Grade I 
(9000 -13800) (11000-16250) (12500-17000) (12500-17000)- (14300-18300)-

{14300-18300) (17200-21250} 
Engineering 6 years 8 years 6 years 4 years 2 years 
State Civil 6 years 6 years 4 years 4 years 2 years 
Services 
Finance and 6 years 8 years 4 years 8 years 2 years 
Accounts 

(Source: Departmental records) 

The Department stated (September 2006) that the prescribed length of service 
in all the services from junior grade to Super time grade are uniform. The 
reply of the Department is factually ' ncorrect as in terms of the Sikkim State 
Civil Services Rules 1977, Sikkim State Engineering (Civil, Electrical , 
Mechanical) Service Rules 1989 and Sikkim Finance and Accounts Rules, 20 
years, 24 years and 26 years length cf sen.ice is required for promotion from 
Junior Grade to Super time grade in State Civil, Engmeering, and Finance & 
Accounts Services respectively. 

5.1.10.3 Irratiollal deployment of manpower 
Sikkim State Service Rules, 1977 prescribed that the strength and composition 
of service shall be reviewed by the State Government from time to time. As -of 
March 1998, the total strength of the State Civil Service was 427 comprising 
of Secretary (5), Special Secretary 15), Additional Secretary (25) and Joint 
Secretary (68), etc. This was inclusjve of dcputauon reserve (20%), training 
reserve (15%) and leave reserve (5%'. Restructuring of composition and cadre 
strength of various categories of posts under the State Civil Services were last 
done during February 2004. However, th~ department-wise structure and 
composition of the cadre strength was not done on the last occasion (February 
2')04) after restructuring. Records relating to necessity for restructuring the 
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cadre were also not produced to Audit. Further, after cadre restructuring 
(February 2004) department-wise structure and composition of the cadre 
strenfilh was not prepared, which resu lted in irrational deployment of 
manpower in various departments as illustrated below: 

·- Table S.1.3 

Name of Department Name of Post Number of men-io-oosition 
2001-02 2002-03 2003--04 2004-05 2005-06 

Art and Culture Addi. Secy l 2 l Nil l 
Jt. Secy 2 l l Nil 2 
Dy.Secy I l l Nil 3 
U.Secy l 2 l Nil l 

Tourism Addi. Secy 2 l l Nil l 
Jt.Secy I Nil 6 3 3 
Jt. Dir 1 Nil Nil Nil l 
OSD 2 Nil l Nil l 
Dy.Secy 3 Nil l 2 4 
U.Secv l Nil 2 2 Nil 

Planning and Dev. Addi. Secv Ni l Nil 2 Nil Nil 
us Nil l 2 3 3 

Snorts & Youth Addi. Secv Ni l l Nil l 1 
Sp. Secy Ni l Nil Nil Nil l 
JS I Ni l Nil Nil Nil 1 

(Source: OAD Inspection Reports) 

This indicated inadequate/absence of internal control mechanism in respect to 
deployment of personnel by the DOPART. 

5.1.10.4 Deployment of excess manpower 
Similarly, DOPART had also failed to exercise any control over promotions of 
Deputy Superintendent of Police (DSP). It was noticed that men-in-position in 
DSP cadre were more than the sanctioned strength owing to promotions 
granted by DOPART in excess of the sanctioned strength. Details are shown 
below: 

Table-5.1.4 

Year Name of the post Sanctioned Men in Position Excess 
Strenoth 

2001-02 DSP 25 32 07 
2002-03 DSP 25 35 10 
20CJ-04 DSP 25 33 08 
2004-05 DSP 40 45 05 
2005-06 DSP 40 45 05 

TOTAL . 155 190 35 
(Source. Departme11tal records) 

While accepting the fact, the Department stated (September 2006) that 
Government appointed excess number of DSPs through direct recruitment in 
complian€e with High Court directives (1994). The number of DSPs further 
iricreased as the Inspectors who had stagnated at the grade were promoted 
under promotion quota resulting in increase in the existing strength of DSPs. 
Th?. pepartment further added that rleployment, however, was made as :-P,r the 
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requirement of Sikkim Police. The reply is not tenable as the cadre strength 
review in December 2004 had alre:idy taken into account the requirement of 
the Sikkim Police while enhanchg the cadre strength to 40 poses. This 
indicated the Police Department <.is well as DOPART's failure to exercise 
control over actual requirement of DSPs before according promotions. 

5.1.11 Transfer and P.Osting _____________ ~-~--

5.1.11.1 Absence of rules regardiflK transfer 
Periodical inter-departmental transfers is a normal feature of Government 
services for providing adequate exposure to enable the individual officer to 
gain experience to contribute to ttie efficiency of the State administration. 
DOPART had not initiated any concrete efforts towards this direction to 
facilitate transfer of IAS as well as of State Civil Services in a systematic 
manner. 

It was observed in Audit, that, athence of laid down transfer policy led to 
transfer of some of the officers frc.quently while others were retained in the 
same place for a considerable perod. Test check of records relating to 15 
officers revealed that nine officers were transferred frequently, the duration 
ranging between 6 days to 14 months, while 6 officers continued in the same 
post and in the same place for 3 to 5 years. Thus, no rationale was followed 
while effecting transfers. While accepting the fact, the Department assured 
(September 2006) that necessary 5teps would be initiated to obviate such 
lapses in future. 

5.1.12 Tra!!!mg _____ __._ _______________ _ __. 

5.1.12.J Non-formulation of trailli11g policy 
Government of Sikkim (Allocation of Business) Rules enjoin all responsibility 
relating to training of Government employees to the DOPART. Audit scrutiny 
revealed that DOPART had neither identified the training requirements of the 
employees nor formulated any plan or policy, calendar of training programme 
for sponsoring and imparting traini'lg to various employees and post training 
deployment of personnel to utili.e the sk.ill acquired/ developed during 
training. The Department had maintained only a training register indicating 
658 persons (604 persons in India and 54 persons abroad) trained in various 
fields during the period 2001-02 IO 2005-06. However, feedback from the 
trainees and their controlling officers ns to the usefulness of the programme 
and improvement of efficiency in the work field during post training period 
was not obtained or maintained. In the .absence of this vital information, the 
impact of training and benefit to State Government could not be assessed by 
Audit. 

5.1.13 Skill Develo.P._m~e_o_t -------~-~--~~~----' 

5.1.13.l Absellce of monitoring coutrol on trainees 
The State Government launched 'Skill Development scheme' with the annual 
allocation of Rs. one crore "to as5 ist locar educated unemployed youth in 
developing their skills to become crtrepreneurs or assist them in seeking jobs. 
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Funds amounting to Rs. 48.09 lakh (December 2004) and Rs . 37.00 lakh 
(May 2005) were sanctioned by the State Government for implementation of 
the scheme by DOPART in 2004-05 and 2005-06 respectively. DOPART was 
to sponsor eligible candidates for Special Vocational Training Courses in 
different disciplines under the scheme. 

Test check of records revealed the followi ng control failures: 

During 2004-05, DOPART decided to depute 35 candidates for training co 
'Amity Institute of Vocational and Industrial Training' at New Delhi based on 
advertisement in local dai lies for which entire fees were lo be borne by lhe 
State Government. All candidates were required to give an undertaking 
through their parents, that, expenses incurred on their training would be 
refunded to the Government in case of non-completion of training. It was seen, 
that, the DOPART disp layed a total lack of control in implementation of the 
scheme as 22 candidates who undertook training in 'International Certification 
Course' did not appear in the examination, 5 trainees returned back withoul 
even completing their courses, no feed back from trainees as to the attendance, 
quality of training, completion and above all pursuance of the trainees lo 
complete the training was attempted. Expenditure of Rs. 21.16 lakh incurred 
towards training of these candidates, thus, did not contribute in achieving the 
objectives of the scheme. 

5.1.14 Administrative Reforms 

Administrative Reforms in the Government Department is one of the key areas 
for effective discharge of the responsibility in most efficient, effective and 
economical manner with concise human resources. The State Government 
assigned this responsibility to DOPf' ~T to bring about administrative reforms 
in the area of classification of offices. inspection and checking of 
administrative lapses, work study of various departments for assessing staff 
requirement etc. in Government departments. It was noticed in Audit that no 
steps were initiated by the DOPART except the amalgamation of four5 
departments into two departments . So much so, that the allocation of duties 
and responsibilities for initiating administrative refonns required to be taken 
by DOPART was not del ineated by the Department. The Department could 
not produce any record to indicate initiation of proposals for administrative 
reforms indicating failure of administrative and supervisory control at all 
levels. 

In reply, the Department stated (September 2006) that allhough administrative 
reforms and manpower research was initiated through a Commission 
(constituted in 1990) and Department of Economics, Statistics, Monitoring and 
Evaluation (DESME) and report submitted by them in March 1992 and June 
2002 respectively; the Government had not accepted the reports as yet. 
Besides, the Department was also engaged in framing Recruitment Rules and 
o ther notifications dealing with welfare measures like compassionate 

5 Motor vehicle Departmem and Sikkim tramport Departmem as Transport Department, and Social 
Welfare Departmem and SC&.ST Welfare Department as Social Welfare 
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appointment, ex-gratia appointments etc. The reply of the Department is not 
tenable as no progress was made towards classification of offices, inspection 
and checking of administrative lapses, work study of various departments for 
assess ing staff requirement, etc. 

5.1.15 Monitoring controls 

5.1.15.1 Delay in finalisation of disciplinary cases 
Sikkim allocation of Business Rules enjoins upon the DOPART to regulate 
service conditions. recru itment, promotions posting, transfer and deputation to 
various services. Sikkim Government Servant (Discipline and Appeals) Rules, 
J 985 prescribed speedy disposal of disciplinary cases by DOPART. 

Test check of records revealed that two cases of di sciplinary proceeding were 
pending, one from October 1999 and another from June 2002 against the 
members of IAS of Sikkim cadre as of August 2006 due to failure of the 
departmental authority to initiate adequate measures towards disposal of the 
cases. Further, records relating to disciplinary cases pending against other than 
IAS cadre were not maintained by tbe Department indicating total absence of 
monitoring mechanism in the Department. The Department informed 
(September 2006) that due care wou ld be taken to obviate the weaknesses. 

5.1.15.2 Service verification not done 
According to Rule 44 of the Sikkim Service Rules, every entry in the Service 
Book must be attested by the Head of the Department or a Gazetted Officer 
authorised Lo do so, and must be verified by him at least once a year. Test 
check of service books of officers maintained in the Department revealed that 
service verification from April 2002 to March 2006 had not been undertaken 
in respect of 36 officers of All India Service, 53 officers of Sikkim Civil 
Service, 53 officers belonging to Agriculture service and 57 officers from 
Finance and Accounts service, indicating that concerned authority of the 
Department had fai led to discharge their assigned work and control 
mechanism at supervisory level was virtually non-existent facilitating such 
lapses. This was fraught with the ris~. of non-reflection of vital service records 
such as completion of probation period, confirmation of services, promotions, 
leave availed, leave travel 'Concessions availed, foreign assignments, training/ 
workshops attended, etc in the abse'lce of which, the Department would be 
unable to take appropriate decisions ~egarding various career related issues as 
well as settlement of final dues at the time of superannuation. While accepting 
the fact , the Department stated (September 2006) that attempt would be made 
to systematise the annual service verifi cation process. 

5.1.15.3 Non-submission of returns 
According to the IAS (Cadre) Rules, 1954 the Department was required to 
furni sh quarterly returns to GOI in prescribed proforma indicating authorised 
number of posts, uti lisation of post, details of posts lying vacant, vacant since, 
reasons for keeping vacant etc. It was noticed that quarterly returns for the 
period April 2001 to December 2005 had not been furnished to GOI by the 
DOPART. The Department stated (September 2006) that the quarterly returns 
for the quarter ending on 31 March 2006 were forwarded to the GOI. 
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5.1.15.4 Failure of senior officials to enforce accountability and protect 
interest of State Government 

Audit scrutiny revealed that senior officers in DOPART had fai led to enforce 
accountability and protect interest of the State Government indicating lack of 
internal control mech~nism and casual approach to Audit. 

Observations on the accounts of various departments noticed during Audit and 
not settled on the spot were communicated to the Heads of Departments/ 
offices through Inspection Reports (JRs). The Heads of Departments/officers 
were required to take corrective action in the in terest of the State Government 
and furnish compliance on Audit observations within a period of four weeks. 
Seven inspection reports contain ing 15 Audit observations relating to the 
DOPART were pending for want of settlement by the Department as on 
March 2006, indicating failure of the Heads of Department/officers to 
di scharge due responsibility as even ·after 4 years 10 months they had failed to 
send even the firs t reply to six IRs and no remedial measures were taken to 
ameliorate the di screpancy pointed out by the Audit. 

5.1.15.5 Non-production of records 
In spite of repeated reminders,' a number of records / information pertaining to 
deployment of manpower, disposal/pending court cases, cases of ad-hoc 
promotions, training of official s and their feedback, deputation and absorption 
thereof, sanctioned strength and men-in-position, records of public grievances, 
inter-departmental transfers. etc were not produced to Audit as a result of 
which vital information cou ld not be verified in Audit. Details are shown in 
Appendix-XV. 

5.1.16 Internal Audit 

5.1.16.1 Absence of Internal audit 
Internal audit is an independent appraisal of the internal control mechanism in 
the Department by the Auditors. The responsibi li ty of carrying out internal 
audit of DOPART was assigned to Finance Department (Directorate of 
Internal Audit). It was however noticed that the Director of Internal Audit had 
not inspected the records of the Department duri ng any of the years under 
Audit review. Consequently, weaknesses, lacunae in the internal control 
mechanism were not brought to the notice of the Department to initiate 
necessary corrective measures. 

5.1.17 Conclusion 

The ICM of the Department with regard to implementation of rules and 
regulations framed by the Government, manpower control , cadre strength, 
review of sanctioned strength for proper placement of manpower in 
Government departments, promotion policies and verification of service 
records of personnel, steps towards bringing reforms in the administration etc. 
were beset with weaknesses. In the absence of built-in mechanism for proper 
supervi sion and inspection at higher level, the Department could not benefit 
from the ICM in making its working effective, efficient and economical. The 
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Department also failed to discharge its responsibility relating to training of 
employees and initiate administrative reforms. 

5.1.18 Recommendations 

The following recommendations are made: 
);;>. Strict adherence to the provisions of the financial rules and procedures 

should be ensured to exercise control and avoid unnecessary budget 
provisions. 

);;> Codes and Manuals for dealing with personnel matters of all Gazetted 
officers of the State and of non-gazetted officials of Sikkim Subordinate 
(Ministerial and Executive) Service of Government departments should be 
prepared and updated from tirre to time. 

);;>. Cadre Rules may be formulated to provide uniform career prospect and 
promotion among different cadres for the employees in their specific 
cadre, examination of cadre strength and creation of posts in judicious 
manner. 

);;> Checking of e ligibility criteria before effecting promotions and adoption of 
uniform transfer policy. 

~ Initiate steps towards administrative reforms and imparting of training to 
officials at suitable intervals on identified need basis. 

);>- Internal audit system should be made effective and should be used as an 
instrument for streamlining the internal system. 

~ Reporting and monitoring system need to be strengthened. 
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r CHAPTER_ v1 ] 
l-~~~RE~V_E_N_UE~RE~C_E_I_P_T_S~~___, 
6.1 Trend of revenue receipts 

The tax and non-tax revenue raised by the Government of Sikkim during the year 
2005-06, the State's share of divisible Union taxes and grants-in-aid received from 
the Government of India during the year 2005-06 and the corresponding figures 
for the preceding four years are given below : • 

Tablc-6.1 
(R11oees in crore) 

2001-02 2002-03 2003-04 2004-05 2005-06 
Revenue raised bv the Stale Government 
Tax Revenue 80.39 . 105.53 108.00 116.95 ,,. 147.23 
Non-tax revenue l.128.21 l---1,315.84 537.29 992.47 ... / 990.10 

(7 1.12) (143.36) (9'5.04) ( 111.36) (113.94) 
Total 1,208.60 v 1,421.37 645.29 1,109.42 1,137.33. 

(151.5 l) (248.89). (203.04) (228.31) (261.l7) 
Receipts from th e Government of India - .. 
State's share of divisible Union taxes 84.83 I' 77.20 112.33 107.3.f 182. 13 
Grants-in-aid 513.75. 581.95 ' 583.56 675.63 I 644.90 
Total 598.58 ~ 659.15 695.89 782.98 827.03. 
Total r eceipts of the State 1,807.18 I> 2,080.52 1,341.18 1,892.40 ' 1,964.36 

(750.09) (908.04) (898.93) ( l ,01 I .29) {l,088.20L 
Percentage of I to III 67 68 48 59 58 ,,-

The figures show11 i11 brackets are net of expe11di111re of 101teries co11d11c1ed by the Government.~ *For 
details, please 1·ee 'Statement No.I I - Detailed Acco1111ts of Revenue by Mi11or Headr' in the Finance 
Accm1111J of the Government of Sikkim. 

6.1.1 Tax Revenue 
The detai ls of tax revenue raised during rhe year 2005-06 along with the figures 
for the preceding four years are given below: 

Tablc-6.2 
(Rupees i11 crore) 

Head of Revenue 2001-02 2002-03 2003-04 2004-05 2005-06 Percentage of 
increase(+) I 

I./ 
v 
v 
v 
v 
1.-" 

~ 
I--
i,...-
I-' 

decrease (-) in 2005-
06 over 2~-05 

Sales Lax 34.97 41.42 48.87 48. 18 56.65 '(+)17.58 
Taices on income other than 22.03 32.67 26.76 29.09 47.82 (+)64.39 
corporation taic 
State excise 17.59 22.45 25.25 32.69 32.96 (+)0.83 
Stamps andltegistration fees 1.30 3.45 1.14 1.43 2.27 (+)58.74 

Taxes on veliicles 1.97 2.35 2.74 3.24 4.24 ; (+)30.86 

Other taices and duties on 2.02 2.79 3.06 1.88 2.68 I (+)42.55 
commodities and services 
Land revenue 0.51 0 .40 0.18 0 .44 0.61 

/ 
J (+)38.64 ,, / 

Total 80.39 105.53 108.00 116.95 147.23 t , c+J25.89 
-

'State share of Union taxes and duties have declined owing 10 decline in share of net proceeds 
mainly from Customs and Union Excise duties during 2004-05. 
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The reasons for variations were as under: 
Taxes on income other than corporation tax: The increase was due to more 
realisation of Income tax levied under State law. 
State excise: The increase in revenue realisation was due lo better management of 
revenue collection. 
Stamps & registration: The increase was due to upward revision of registration 
fee and increase in sale of stamp documents. 
Taxes on vehicles: The increase was due to registration of more number of 
vehicles. 
Land revenue: The increase was due to upward revision of land rent. 
Reasons for variation in respect of Sales tax and Other taxes and duties on 
commodities and services were not furnished by the concerned departments 
(November 2006). 

6.1.2 Non-tax Reve11ue 
The details of the non-tax revenue raised during the year 2005-06 alongwith the 
figures for the preceding four years are given below: 

Table-6.3 
(R11riees in crore) 

Head of revenue 2001-02 2002-03 2003-04 2004-05 2005-06 Percentage of 
increase(+)/ 

decrease (-) in 
2005-06 over 

2004-05 
Interest rece1p1s 6.02 7.17 2.73 8.03 6.31 (-)2 1.42 
Road transport 15.56 17.26 17.33 21.52 13.67 (-)36.48 
Plantations 2.01 1.78 1.92 1.63 2.0 1 (+)23.3 1 
Dividends & profits 0.0 1 1.76 0.74 0.92 1.14 (+)23.91 
Fores1ry and wild 6.65 7.!5 7.24 7.92 9.97 (+)25.88 
life 
Tourism 0.67 0.54 0.79 0.78 0.81 (+)3.85 
Crop husbandry 0.43 0.50 0.31 0.31 0.36 (+)1 6. 13 
Power 11 .84 12.97 13.67 21.41 28.00 (+)30.78 
Prillling & stationery 0.98 1.1 2 1.04 1.07 1.65 (+)54.21 
Medical and public 0.35 0.36 0.44 0.98 0.9 1 (-)0.07 
health 
Village & small 0.64 0.63 0.58 0.08 0.14 (+)75.00 
industries 
Public works 0.99 2.4 1 1.64 2.46 3.09 (+)25.61 
Police 3.86 1.40 10.20 4.38 14.14 (+)222.83 
Animal husbandry 0.24 0.24 0.23 0.31 0.41 (+)32.26 
Industries 0.01 0.01 0.02 0.01 0. 19 (+)1800.00 
State louenes1 1,074.40 1,256.72 473.72 912.27 898.35 (-) 1.53 

(17.3 1) (84.24) (3 1.47) (3 1.16) (22.19) (-)28.79 
Others 3.55 3.82 4.69 8.39 8.95 (+)6.67 
Total 1,12s.21 II 1,315.84 V 537.29 , 992.47 / 990.10'' 

The reasons for variations for the following items as stated by the departments 
were as under: 
Interest receipts: The decrease was due to less realisation of interest from 
investment of cash balance. 

t Figures in brackets represent net receipts. 
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Road transport: The decrease was due to less realisation of passenger fare and 
dip in sale of POL. 
Plantations: The increase was due to enhancement of realisation from Temi Tea 
Estate on account of sale of tea leaves. 
Forestry and wild life: The increase was due to more realisation under other 
receipts. 
Crop husbandry: The increase was due to imposition of token fees on all C~ ·1 
schemes. 
Tourism: The increase was due to leasing out of way side amenities, cafeterias 
etc. 
Power: The increase was due to more realisation on account of sale of power. 
Printing & stationery: The increase was due to realisation of outstanding dues. 
Public works: The increase was due to more realisation on account of hire 
charges of machinery and equipments. 
Police: The increase was due to more realisation under miscellaneous receipts of 
the Department. 
Industries: The increase was due to leasing out of Sikkim Flour Mill, Tadong. 
State lotteries: The decrease was due to non-stability of lottery market owing to 
ban on sale of lottery tickets in certain states and higher incidence of sales tax on 
sale of lottery tickets by some states. 

Reasons for variations in respect of the remaining heads of revenue were not 
received (November 2006) though called for in June 2006. 

6.2 

Budget estimate, revi sed estimate and actuals in respect of principal heads of 
revenue for the last five years are as below: 

Table-6.4 
(Ruoees in crore) 

2001-02 2002-03 2003-04 2004-05 2005-06 
RE Act- BE RE Act- BE RE Act- BE RE Act- BE RE 

uals uals ua1s uals 
2 1.50 34.97 21.50 2 1.50 41.42 27.00 27.00 48.87 35.00 35.00 48.18 40.00 47 .00 

17.00 17.59 19.50 20.57 22.45 22.00 22.8 1 25.25 26.00 29.47 32.69 26.48 26.60 

1.20 1.97 1.38 1.38 2.35 1.45 1.45 2 .74 1.75 1.80 3.24 2.00 2.00 

0.56 1.30 0.57 0.6 1 3.45 0.66 0.67 1.14 0.7 1 1.09 1.43 1.28 1.54 

Analysis of above table indicate that though the departments met the targets fixed, 
budget estimates in almost all the cases were made without considering the actuals 
of preceding year and were thus unrealistic. 

6.3 Variations bet 

The variations between budget estimates and actual s of revenue receipts for the 
year 2005-06 in respect of the principal heads of tax and non-tax revenue are 
given below: 
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Head of revenue 

A Tax revenue 
I. Land revenue 
2. ~~amps & registration 

' ees 
3. ) tare excise 
4. Sales tax 
5 Taxes on vehicles 
6 Service true 

7 Other truces and duties 
on commodities and 
services 

8 Non-tax revenue 
8 Interest 
9 Dividends & profi ts 
10 Police 
11 Printing & stationery 
12 Public works 
13 Other administrative 

services 
14 Education, sports, art & 

culture 
15 Medical & public 

health 
16 Water supply & 

sanitation 
17 Urban development 
18 Forestry & wild life 
19 Road transport 

Table-6.5 

Budget ActuaJs 
estimates 

0.81 0.61 
1.54 2.27 

26.60 32.96 
47 .00 56.65 

2.20 4 .24 
12.03 16.97 
5.02 2.68 

3.57 6.31 
0.72 1.14 

12.50 14. 14 
1.20 1.65 
1.77 3.09 
1.21 2.92 

0.55 0.95 

0.79 0.91 

0.77 1.16 

0.43 0.68 
7.00 9.97 

I 1.28 13.66 

Variations excess 
(+)or shortfall (-) 

(-)0.20 
(+)0.73 

(+)6.36 
(+)9.65 
(+)2.04 
(+)4.94 
(-)2.34 

(+)2.74 
(+)0.42 
(+)l.64 
(+)0.45 
(+)1.32 
(+) l.71 

(+)0.40 

(+)0.12 

(+)0.39 

(+)0.25 
(+)2.97 
(+) 2.00 

Ruoees in crorei 
Percentage of 

variation 

(-)24.69 
(+) 47.40 

(+) 23.91 
(+)20.53 
(+)92.73 
<+iJl.04 
<->:£1.06' 

(+)76.75 
(+)58.33 
(+)13.12 
(+)37.50 
(+)74.58 

(+)141.32 

(+)72.73 

(+)15.19 

(+)50.65 

(+)58. 14 
(+)42.43 
(+ )21.07 

t lA• · ob 
J L.f . b I 

The reasons for variations between budget estimates and actuals were as follows: 
State excise: The increase was due to betller management of revenue collection. 
Taxes on vehicles: The increase was due to increase in number of vehicles in the 
State. 
Stamps & registration: The increase was due to revision of registration fee and 
increase in sale of stamp documents. 
Land revenue: The decrease was due to less transaction. 
Forestry and wild life : The increase was due to receipt of fund from NHPC for 
crop compensation. 
Printing & stationery: The increase was due to realisation of outstanding dues. 
Public works: The increase was due to more tender works, receipt of lease rent, 
settlement of pending final bills, receipt of more hire charges of machinery and 
equipment. 
Other administrative services: The increase was stated to be due to more 
receipt of charges from guest house & hostels etc. 
Police: The increase was due to receipt of reimbursement by the Government of 
India during 2005-06 against the expenditure for 2003-04. 
Road Transport: The revenue increase was due to unusual demand of NHPC as 
the project was at completion stage. 

/ 
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Reasons for variations in respect of the remaining heads of revenue were not 
received (October 2006) though called for in June 2006. ...... 

6.4 Cost of collection 

The gross collection in respect of major revenue receipts, expenditure incurred on 
collection and the percentage of such expenditure to gross collection during the 
years 2003-04, 2004-05 and 2005-06 alongwith the relevant all India average 
percentage of expenditure on collection to gross collection for 2004-05 were as 
follows. 

Table-6.6 
(Ruoees in crore) 

SI.No. Head of Year Collection Expenditure Percen tage All India 
Revenue on collection of Average 

, of revenue expenditure percentage 
on collection for the year 

2004-05 -
I. Sales tax 2003-04 48.87 1.09 2.23 

2004-05 48. 18 1. 10 2.28 0.95 
2005-06 56.65 1.66 2.93 

2. State excise 2003-04 25.25 1.37 5.43 
2004-05 32.69 1.49 4.56 3.34 , 
2005-06 32.96 1.76 5.34 

3. Taxes on 2003-04 2.74 0.43 15.69 
vehicles 2004-05 3.24 0.43 13.27 2.74, 

2005-06 4.24 0.58 13.68 

It would be seen from the table that the percentage of expenditure to gross 
collection during 2005-06 as compared to the corresponding all India average 
percentage for 2004-05 was high in the case of sales tax, State excise and taxes on 
vehicles due to lower rate of tax coupled with high establishment expenditure. 

6.5 
., ~ 

J 

The arrears of revenue as on 3 1 March 2006 in respect of some principal heads of 
revenue amounted to Rs. ~3.~2Jcrore of which Rs-L0.22'crore were outstanding for 
mar~ than 5 years as detailed below: () . 0..1. 

Table-6.7 
(Rupees in crore) 

Head of Revenue Amount outstanding as on Amount outstanding for more than S 
31 Mar ch 2006 years as on 31 March 2006 

Public Works (Bldgs) 0.11 Nil 
~oad Transoort - SNT 3.20 Nil 
Hire charges of 2.82 Nil 
machinery & equipment 
T;: :uism-rent & catering 0.02 Ni l 
receipt 
Power 26.73 *Not Avai lable 
Priming & stationery 0.09 0.03 ,,,,.,.,,, 

Total 32.97 
_, 

0.03 -
*Figures for SI. 5 nwstanding amo11111 1101 received from Po1~er Depanment despite repeated remmders. 
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6.6 

The details of cases pending assessment at the beginning of the year 2005-06, 
cases becoming due for assessment during the year, cases disposed of during the 
year and number of cases pending finalisation at the end of the year 2005-06 as 
furnished by the Income & Commercial Tax Division of Finance, Revenue & 
Expenditure Department in respecr of State income tax was as follows: 

Table-6.8 
Name of tax Opening New cases Total Cases Balance Percentage 

balance due for assessments disposed at the end of Column 
assessment due of during of the 5 to 4 

during 2005-06 year 
2005-06 

(1) (2) (3) (4) (5) (6) (7) 
State Income Tax 1,962 26 1,988 719 1,269 36. 16 

It would be seen that the percentage of disposal under State income tax was 36.l~ 
per cent only. Figures for other heads were not furnished by the concerned 
departments despite repeated rern:ir.ders. 

6. 7 Failure of senior officials to 
___ interest orGovemme~t _____ ...... ..__...;aoi.....,...-......-io.....,......,=~_..a.:;,g 

Audit observations on loss of revenue/short levy of demand & energy 
charges/under valuation/short assessment/irregular waiver etc. noticed during 
local Audit are intimated through inspection reports (IRs) to departmental officers, 
heads of departments and also 10 Government where necessary. The points 
mentioned in the IRs are to be settled as expeditiously as possible and first replies 
should be sent within four weeks from the date of receipt of !Rs by the 
departments. 

The position of IRs (with money ,.alue) in respect of revenue heads issued upto 
the end of December 2005 but remaining outstanding as at the end of June 2006 
was as under: 

Table-6.9 
(R11pees in crore) 

SI. Head of Revenue No.of No. of Audit Amount 
No. Inspection Objection 

Reports 
I Sales lax 10 48 16.79 
2 Slate income tax 11 43 11.60 
j Foresuv and wild life 30 69 1.30 
4 Land revenue 15 16 0.32 
5 Taxes on vehic les 4 12 0.81 
6 , :Jrban development 6 14 2.17 
7 P':>wer 7 16 3.95 
8 I Non-ferrous mining and metallurgical 2 2 0.02 

industries ,; 

Total 85 220 ,; 36.96 .. v 

/ 
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Test check of records of Income and Commercial Tax, Urban Development, 
Forest and Environment Management, Energy and Power, Mines, Minerals & 
Geology, Transport (Motor Vehicle Division), State Lotteries, State Excise, 
conducted during the year 2005-06 revealed loss of revenue/short levy of demand 
& energy charges/unde~ valuation/short assessment/irregular waiver etc. 
aggregatil}Z to Rs. 28.91 crore in 69 cases. A few illustrative cases involving 
Rs. 8.04'"crore highlighting important Audit observations are mentioned in the 
following paragraphs. 

The De~tment/Govemment accepteP.,one case involving money value of 
Rs. 59.23 lakh and recovered Rs. 47.76 fakh. 

Failure of the Department to levy and collect excise duty on the basis of 
''~actual ,; transit loss of Extra Neutral Alcohol (ENA) imported by three 
distilleries resulted in revenue loss of Rs. 1.49 crore. 

rl 
Sikkim Excise cDistillery for manufacture of spirit and foreign liquor) Rules 2000 
stipulate that an allowance shall be made for actual loss in transit by leakage and 
evaporation of spirits transported subject to maximum limit ranging between one 
and two per cent towards transit loss for period of journeys as specified. Besides, 

) an additional loss of 0.05 per cent is als~ allowable for temperature variation of 
one degree Fahrenheit between time of n.«patch and receipt. 

i / . 

Scrutiny of records in January 2005 revealed that 289.69 lakh LPL* ENA was/ 
imported by three disti lleries§ during the years 2001 -02 to 2005-06. Of these, 1.67 
lakh LPL was lost in transit as certified by the excise officials after yrbper gauging 
and proving of the strength of ENA on arrival. The balance 288.02".Jpkh LPL ENA 
was to be ta.ken as stock by the distilleries against which 285.32" lakh 1=J>L was 
accounted for by the disti lleries. This resulted in short-accountal;>f 2.70 fakh LPL 
with consequential evasion of excise duty to the tune of Rs. 1.49 crore. 

After this was pointed out, the Secretary and Commissioner, Excise Department 
stated between March 2005 and August 2006 that due to requirement of the rules 
of the exporting states, transit loss was artificial ly restricted to O.~er cellt despite 
actual higher incidence. The Secretary, Excise Department further stated in 
October 2006 that the difference was due to allowable wastage which was upto a 
maximum of five per cent and one per cent for storage on account of loss during 
storage in metal and wooden vessels respectively. 

1 London Proof litre. 
1 Sikkim Distilleries Lid., Mount Distilleries Lid. And Himalayan Distilleries Lid. 
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The replies are not acceptable as the Rules provide for maximum allowance of 
transit loss subject to actual loss wriich in these cases was 0.5 per cent as recorded 
by the excise officials and allowance of transit loss on ENA imported to the State 
of Sikkim is governed by Sikkim Act and Rules framed thereunder without any 
prejudice to provisions of Act and Rules of exporting States. Further, losses 
pointed out in Audit pertained to the losses occurring in transit only and not loss/ 
wastage in the processes involved thereafter like storage, blending and bottling. 

FINANCE, REVENUE & EXPENDITURE DEPARTMENT 
(INCOME AND COMMERCIAL T~X DIVISION) 

'" 0 @.9.~ Non realisation of CST 

~. \o.\ 

SI 
No 

l 

2 

3 

4 

Failure to recover CST from four firms d~ling in inteq tate trade resulted 
in no ealisation of revenue of Rs. 3.99 rore. 

Section 8 (5) of the Central Sales Tax (CST) Act 1956 empowers a State 
Government either to exempt any goods or class of goods from payment of tax or 
to impose lower rates of tax than those specified, for any dealer deal ing in interEJ 
State trade provided that such exemption/reduction is notified in an official gaze~te 
of that State Government. State G vernment of Sikkim had not issued any such 
notification as of September 2006. 

Test check of records of the Commissioner, Income Tax and Commercial Tax 
Division (IT & CTD), Finance, Revenue & Expenditure Department\for the period 
from April 2003 to March 2004lre ealed in September 2005 that fOur industries 
sold goods in course of intersfa'te trade valued at Rs. 40.02 crore during Apn l 
2001 to June 2005. Though the dealers submitted their returns, they did not pay 
tax of Rs. 3.99\crore as detailed belOYI: 

• 

Table-6.10 
Name of fir m Commencement of Period of Total CST due 

commercial Returns turnover ca lculated at 10 
production (Rs.) percenJ of 

turnover <Rs.) 
MIS Akshay !spat & December 2003 1.3.2004 to 21,Q?,26,523 2,10,72,652 
Ferro alloys Pvt. Ltd. 30.6.2005 
MIS Denzong July 1999 1.4.2001 to 5,63,07, 114 56,30,71 l 
Laboratories Pvt. Ltd. • 31.3.2005 
MIS Sarda Bo iron Apri l 1995 1.4.200 1 to 79,76,73 1 7,97,673 
Sikkim Pvt. Ltd. • 3 1.3.2004 
MIS Sheela Foams Pvt. October 2003 1.1.2004 to 12,51 ,90,248 1,24,33 ,362. 
Ltd. 31.3.2005 

Total 40,02 00,616 \ 3,99,34,398 
Tax for the tumnver amounting w Rs. 8 56,631 wa~ pard. . 
Ill cme of firms at SI. no. 2 and 3 abo~e. tax amounting to Rs. 1.19 crore had a/Io not been paid 
rince commencement of commercial prod11ct1n11frnm July 1999 and April 1995 respectively. 

After this was pointed out, the Department in their reply stated in April 2006 that 
the matter was referred to the Department of Commerce and Industries (DCI) in 
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Apri l 2006 for clarification since there was inconsistency in the extent and mode 
of tax benefit to be granted by the State Government under the industrial policies. 
The reply is not tenable as exemption/reduction in rate of tax under industrial 
exemption scheme was also to be notified by the Taxation Department under 
Section 8(5) of CST Act which was not done till November 2006. The DCI, 
however, clarified in April 2006 that all the four units were required to pay tax . 

The IT&CTD stated in April 2006 that after receiving clarification from the DCI, 
they had initiated the assessment process. Results of assessment along with 
particulars of recovery of tax are awaited (November 2006). 

Irregular.;xemption of CST resulted in non-realisation of revenue of 
Rs. 82.58 lakh. 

Similarly test check of records of Special Secretary, IT&CTD, Finance, Revenue 
and Expenditure Department (&r the period from April 2003 to March 2~0{] 
revealed in September 2005 that the Deputy Cornmissiqn~allowed exemption to 
a dealer from payment of CST amounting to Rs. 82.58 lafh • on two occasions for 
a period of five years each from December 1993 to December 1998 and from 
November 1999 to November 2004 under the provisions of the State Scheme of 
Incentives for Small Scale Industries 1988 and Sikkim Industrial Promotion and 
Incentive Act 2000 respectively. Audit scrutiny revealed that the exemptions were 
not regular as both the incentive scheme and Act of 1988 and 2000 did not contain 
any provision for exemption of CST. Further, the IT&CTD also did not issue any 
notification under Section 8(5) of the CST Act which was mandatory for _ajJ.0wing 
such exemptions. This resulted in irregular exemption of tax of Rs. 82.5t'fakh out 
of which Rs. 3 l .2a'lakh pertained to the period from 1999-2000 to 2003-04. 

After this was pointed out, the Special Secretary, IT&CTD while accepting Audit 
observation stated in August 2006 that the dealer was issued certificate allowing 
exemption from levy of CST on the basis of approval of the then Hon' ble Deputy 
Chief Minister in-charge of Finance Department and that the matter was submitted 
to Government for consideration and development in this regard would be 
intimated to Audit. The reply is not tenable as exemption of CST cannot be 
granted in this case without issuing notification under Section 8(5) of CST Act. 
Further reply is awaited (November 2006) 

~ t \ \ ~.9.3 Short assessment of sales tax 

Allowance of inadmissible deductions from turnover resulted in short
realisation of tax of Rs. 59.23 lakh. 

Section 4A of the Sikkim Sales Tax Act 1983 read with Rules and orders issued 
by Government of Sikkim from time to time, requires every dealer to pay sales tax 

• 
Year Gro.vs Turnover lel'S srock rransfer ere. Ner Taxable rurnover CST{@ 10 %) 

1993-94 10 1998-99 5,91,56,983 77,71.744 5.13,85,239 51,38,524 
1999.()0 10 2003 .()4 39,05,3373 78,56 ,01 7 3,11,97,356 31,19,736 

Total CST due 8 25 82 595 82 58 260 
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each year on the taxable turno er for transfer of property in goods whether as 
goods or in some other form involved in the execution of works contract at the 
rate of four per cent. 

Scrutiny of records in September 2005 in the IT&CTD of Finance, Revenue and 
Expenditure Department revealed thac whi le finalising the assessments between 
September and October 2004 for the period 2001-02 to 2003-04, taxable turnover 
of a company* was determined by the assessing authority by allowing 
inadmissible ·deductions on account of income tax, royalty, retention money, 
security deposit an9 spl~ tax from the gross turnover resulting in short assessment 
of tax by Rs. 59.23"r'akh for the period from 2001-02 to 2003-04 as detailed below: 

Table -6.11 
(111 ruoees) 

Gross Deductions Actual taxable Taxable Sales tax Sales tax Short-
turnover admissible turoover due turnover actually assessed assessment 
(GT) from GT for to be assessed assessed by payable by (6-7) 

determining (2-3) Department (@ 4 per Department 
taxable cent of 
turnover col 4 ) 

2 3 4 5 6 7 8 
2001-02 8,71,02,787 7,60,75,756 1 10,27,03 1 22,99,748 4,41 ,081 91 ,990 3,49,09 1 
2002-03 47,41,69,871 41 ,57,05,283 5 84,64,588 1,26,43, l l 8 23,38,584 5,05,725 18,32,859 
2003-04 83 ,2 1,06,588 ,> 71 ,15,80,420 . 12 05,26,168 2,70,00,690 48,21 ,047 J0,80,028 37,41,019 
TOTAL 13933,79.246 " 1,20,30,64,299 19 00,17,787 ,., 4,19,43,5561 "'7' 6,00 ~712 / 16,77,743* >/' 59,22,969 

• This does not include penalty of Rs.10,01)(), Rs. 90,198 and Rs. 20,000 imposed during 2001-02, 
2002-03 & 2003-04 respectively. _.,,. 

After this was pointed out, the Special Secretary, IT&CTD ~red in November 
2006 that the reassessment was done and tax of Rs. 47.76 lakh has also been 
recovered. Report on recovery of balance tax, copies of reassessment order have 
however, not been received (November 2006). 

TRANSPORT DEPARTMENT 
(SIKKIM NATIONALISED TRANSPORT DIVISION) 

,, I~ 
( 6.9.;..i Non-recovery of income tax deducted from the claims of freight 

charges 

I Inadequate follow up action to get refund of inc~~e tax deducted at source 
1from carriage bills led to non-recovery of Rs. 1.39 frore. 

Central Income Tax Act stipulates that deduction of income tax at source from 
bills preffered by Sikkim Nationa ised Transport (SNT) is not required as it is a 
Government Department. Also as per Central Board of Direct Taxes (CBDT) 

Co11tractor engaged for excavati11g mu/ co11creti11g of 13.8 kilometre Head RaceTu1111el of Teesta 
(Stage V) Hydroelectric Power Project bei11g uecllled by the National Jlydroe/ectric Power 
Corporatio11 Limited (NHPC) at Mal.ha in Em·t Sikkim Ii11ce October 2001. 
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clarification .. , Government departments I Agencies are not liable to pay income 
tax. 

SNT transports goods of different Central Government organisations/departments 
to different destinations of Sikkim and prefers bills toward freight charges to the 
respective organisations. / 

Scrutiny of records revealed in August 2005 that against Rs. 69.50 crore preferred 
by the SNT being freight cha.r1zes during April 1994 to ~h 2006, the 
organisations t t paid Rs. 68.1 Mr;re after deducting Rs. 1.39 crore at source as 
income tax at the rate of two per cent from the bills in contravention of the Central 
Income Tax Act. 

The Department stated in November 2005 that the matter was referred to the 
Chairman, CBDT and the Deputy Commissioner Income Tax, Siliguri who 
advised the Department to file return under Section 139 of the Income Tax Act for 
getting refund. The State Finance Department, however, advised the Department 
in September 2005 lo maintain status quo. Thereafter, the Department did not 
initiate appropriate action to get refund of the amount already deposited with the 
income tax authorities. 

Thus, due to inadequate follow up action by the SNT to get refun~ itregular 
deduction of tax at source, Government was deprived of Rs. 1.39 crore as of 
November 2006. 

FOREST, ENVIRONMENT & WILDLIFE MANAGEMENT 
DEPARTMENT 

btJ3 
[6.9.S .J Loss of revenue due to less realisation of Government shar~e~-~-~ 

Lack of concerted effort by the Department to . ~Use appropriate 
Government share resulted in loss of revenue of Rs. 1.66'Crore. 

Forest Conservation Act, 1980 and the Sikkim Forest Water Courses and Road 
Reserve (Preservation and Protection) Act, 1988 forbid use of forest land for non
forest activities. The Acts. however, provided for an alternative economic base for 
such persons engaged in non-forest activities by associating them collectively in 
afforestation activities under the concept of Joint Forest Management (JFM), 
introduced in June 1998 in the State. 

\; 

Durinf test check of records, it was noticed that 384 hectaresH of forest land in 
threet forest divisions were being occupied by private individuals for non
forestry purposes (cardamom growing). While in South division, individuals were 
illegally occupying forest land, the cardamom growers had been allowed to 

•• CBDT circular No 715 dated 8 August 1995. 
tt Bharat Petroleum Corporation, Food Corporation of India, J11dian Army, lndo-Bunna 
Petroleum, Indian Oil Corporation and National Hydroelectric Power Corporation. 
11 East Divisio11: 82 ha.; North Dh•ision: 2 ha. and South Division: 300 ha. 
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occupy forest land by the Depamrent on produce sharing basis in East and North 
divisions on the lines of the JFM. Again, in the East division. the Department sold 
the produce after obtaining the same from the grov.ers, whereas the Department 
auctioned it to the highest bidder m the North division. 

In the meeting of JFM in December 2000 in East division. it was decided that the 
produce sharing basis will be 50:.50 between the inhabitants and Government. 
Scrutiny revealed that though the Department continued to receive 50 per cent of 
the production as reported by the lessee, it was without reference to the average 
cardamom yield during 2002-03 to 2005-06 as recorded by the Spices Board, 
Gangtok or without any other proper and independent verification of the yield by 
the Department/Divisional Forest Officer (DFO). On the basis of average 
production and selling rate of carcilmom in the State as per the figures of Sp~c.9" 
Board, Gangtok, the Department thJs sustained a loss of revenue of Rs. 26.14 l'SK.h 
as shown below: 

Table -6.12 

Year Average Total Avnage VaJuc of A~eed Share Difference 
production ~ production sale i:rice as total share (50 (amount) (Rs. in 

per Spices in82 per Spices production per cent) actually lakh) 
Board, hectares Boord, (Rs. in (Rs. in received 

Gani.,rtok (kg) Gaagtok lakb) lakh) (Rs. in lakh) 
(ksdbec) (Rs /k2) 

2002-03 188 15,416 141.37 2 1.64 10.82 1.93 8.89 
2003-Q..I 242 19,844 11 5.20 22.86 11.43 1.56 9.87 
2004-05 235 19,720 8?.88 17.72 8.86 1.48 7.38 
2005-06 201 16,482 80.22 14 2 1 7.11 • 
Total 26.14 

I 
111/ormatwn on quan/lty of produce yet to be recea·ed in Divmon Office and also yet to be sold. 

" I 

Similarly, in North division, the DFO cpuld only realise Rs.165,390 during 2002-
03 to 2005-06, as against Rs. ~,12,234 (w"orked out on the basis ofrate obtained 
from Spices Board, Gangtok) from two hectares of land leased out, leading to 
short realisation of Rs.r"46,844. { l 

.... """' 
In South division, though the Depanment did not renew the lease in respect of 300 
hectares of forest land under carcilmom cul tivation after 1999, the cultivators 
continued to cultivate without givirg any share to Government. The Department 
also fai led to bring them under JFM and finalise agreement for Government share 
of production as was done in case or East and North divisions, resul ting in loss of 
potential revenue of Rs. 1.39'-trore for the year 2002-03 to 2005-06 as shown 
below: 

Table -6.13 

Year Average production Total preduction SOper cetll Average price I \aloe of 
(kglhec) as per Spices in 300 hectares Government (RsJkg) as per Government 

Board, Gangtok (lq) Share (kg) Spius Board, share (R'i. in 
Gangtok lakb) 

2002-03 188 56,400 28,200 140.37 39.58 
2003-04 242 72,600 36,300 115.20 4 1.82 
2004-05 235 70.~00 35,250 89.88 3 1.68 
2005-06 20 1 60,:00 30,150 86.22 26.00 
Total 139.08 v 
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Mention was made in the report of the Comptroller and Auditor General of India 
for the year 2000-01 regarding short realisation of State's share. The Public 
Accounts Committee had then recommended in March 2003 that Government 
should spell out necessary measures so that such idle portion of valuable forest 
land is harnessed fruitfully. Even after three years of such recommendation, 
Government failed to initiate action in keeping with the provisions of Forest 
Conservation Act to utilise the forest land to the optimum, maintaining a balance 
on both afforestation and revenue earnings of the State. The cardamom growers, 
however, continued to cultivate in forest land without givi.ni appropriate share to 
Government which resulted in loss of revenue of Rs. 1.66 '6-ore during the period 
2002-03 to 2005-06. 

After this was pointed out, the Department~ ~ugust 2006 tate~that the average 
production of cardamom for Government fiefds is low as compared to the fields 
maintained by Spices Board due to age of the crops, maturity of the crops, 
disease, etc. and the quality of harvest on leased land cannot be compared with 
that grown on research plots of Spices Board. The reply was not tenable as the 
figures of the Spices Board were also derived on the basis of harvests recorded 
from farmers' fields selected through proper scientific sampling techniques 
throughout the State and not from any fields maintained by the Spices Board. 

1\o . V\ 1 
0 
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CHAPTER- VII : Government Commercial and Trading Activities 

CHAPTER VII 
GOVERNMENT COMMERCIAL AND TRADING ACTMTIES 

Overview of Government Companies and Statutory 
Corpontions 

7.1 Introduction 

As on 3 1 March 2006, there were l 2 Government Companies (njne working 
companies and three non-working* companies) and three working Statutory 
Corporations under the control of the State Government, with no change in 
position from that of 3 1 March 2005. The Companies Act 1956 is not 
extended to the State of Sikkim. The Government Comparues in Sikkjm are 
registered under the 'Registration of Companies Act, Sikkjm 1961 '. The 
accounts of these companies are audited by the Auditors (Chartered 
Accountants) who are directly appointed by the Board of Directors (BOD) of 
the respective companies. Over and above this statutory audit, Audit of these 
companies had also been taken up by the Comptroller and Auditor General of 
India (CAG) on the request of the Governor of the State under Section 
20( I )/20(2) of the Comptroller and Auditor General's (CAG) (Duties, Powers 
and Conditions of Service) Act, 197 1. 

There are three Statutory Corporations in the State viz. Sikkim Mining 
Corporation (SMC), State Bank of Sikkim (SBS) and State Trading 
Corporation of Sikkim (STCS) established in February 1960, June 1968 
and March 1972 respectively under the proclamations of the erstwhile 
Cbogyal of Sikkjm. The accounts of these Corporations are audited by the 
Chartered Accountants, directly appointed by the BOD of the respective 
Corporations. Audit of these Corporations was taken up by CAG under 
Section 19(3) of the CAG's (Duties, Powers and Conditions of Service) 
Act, 197 l on the request of the State Government as detailed below: 

Table-7.l 

Name of the Statutory corpontion Audit arnngement Authority for Audit by 
CAG 

1. Sikkim Mining Corporation (SMC) Statutory audit by Lbe Section 19 (3) of the 
2. State Bank of Sikkim (SBS) Chartered Accountant Comptroller and Auditor 

3. State Trading Corporation of and Supplementary audit General ' s (Duties, Powers 

Sikkim (STCS) byCAG. and Conditions of Service) 
Act. 

There are two departmentally managed undertakillgs viz. Sikkim Tea Board and 
Government Fruit Preservation Factory under the Commerce and Industries 
Department. The accounts of these undertakings are also audited by the 
Chartered Accountants who are directly appointed by the Commerce and 

• No11-working companies are those ···•/rich are under the process of liq11idation/c/osurelmerger etc. 
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Industries Department. The Audit of these undertakings has also been taken 
up by the CAG. 

7.2 Us) 

7.2.J Investment in working PSUs 

As on 31 March 2006, the total investment in 12 PSUs (nine Government 
Companies and three Statutory Corporations) was Rs. 144.09* crore (equity: 
Rs. 78.58 crore and long-term loans :% Rs. 65.51 crore) against the total 
investment of Rs. 139.94 crore (equity: Rs. 73 .76 crore and long term 
loans%: Rs. 66.18 crore) in the same number of working PS Us as on 31 
March 2005. Increase in total investment was due to increase in equity 
mainly in the PSUs in consumer industries and tourism sectors. The analysis 
of investment in working PS Us is given in the following paragraphs: 

7.2.2 Sector-wise investment in working Government Companies and 
Statutory Corporations 

The investment (equity including share application money and long term 
loans) in various sectors and percentage thereof for the years ended 31 
March 2006 and 31 March 2005 are indicated in the pie charts as follows: 

Chart-7.1 

Sector-wise Investment In working Government 
companies and Statutory corporations for the 

year ended 31 March 2006 

Total Rs. 144.09 crore 

t4..J1awe ...... 
(1.11) 

......... .__, 
(1141) 

1&.11Cftft -(1U1) 

Sector-wise Investment In working Government 
companies a...t Statutory corporations for the 

year ended 31 March 2005 

Total Rs.139.94 crore 

.......... .__, 

-(31.t ) 

.... ..... -(U1) 

,._.._ 

-(1U1) 

Consumer • Tourism • Financial 0 Welfare 0 Power • Others • 

7. 2.3 Working Government Companies 

The total investment in working Government companies at the end of March 
2005 and March 2006 was as follows: 

State Government investment was Rs. 65.55 crore (others: Rs. 78.54 crore). Figure as 
per Finance Accounts 2005-06 is Rs. 63.52 crore. The difference is under reconciliation. 

% Long term loans mentioned in para 6.2. 1, 6.2.2, 6.2.3 and 6.2.4 are excluding 
interest accrued and dues on such loans. 
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Table-7.2 
(Rupees in crore) 

Year ' I• Number of Equity F Loans Total 
companies 

2004-05 9 60.06 65.64 125.70 
2005-06 9 64.88 64.97 129.85 

Investment in the current year has increased over the previous year due to 
increase in equity in the consumer industries and tourism sectors. 

As on 3 l March 2006, the total investment in working Government companies 
comprised 49.97 per ce111 of equity and 50.03 per cent of loans as compared to 
47.78 per cent and 52.22 per cent respectively as on 3l March 2005. 

The summarised statement of Government investment in working Government 
Companies in the form of equity and loans is detailed in Appendix-XVI. 

7.2.4 Working Statutory Corporations 

The total in vestment in the three working Statutory Corporations at the end of 
March 2005 and March 2006 was as fo ll ows: 

Table-7.3 
(R upees in crore) 

2004-05 2005-06 
Capital Loan Total Capital Loan Total 

State Bank of Sikkim 0.58 - 0.58 0.58 - 0.58 
Sikkim Mining 12.01 0.54 12.55 12.01 0.54 12.55 
Corporation 
State Trading 1.11 - 1.11 1. I 1 - 1.11 
Corporation of Sikkim 
Total 13.70 0.54 14.24 13.70 0.54 14.24 

As on 31 March 2006, the total investment in the working Statutory 
Corporations comprised 96.21 per cem of equity and 3.79 per cem of loans 
with no change in position from that of 31 March 2005. 

The summarised statement of Government investment in the working 
Statutory Corporations in the form of equity and loans is detailed in Appendix
XVI. 

7.3 Budgetary outgo, grants/subsidies, guarantees, waiver of dues and 
conversion of loans into equity 

The details regarding budgetary outgo, grants/subsidies, guarantees issued, 
waiver of dues and conversion of loans into equity by the State Government in 
respect of the working Government Companies and working Statutory 
Corporations are given in Appendix-XVI and XVIII. 
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The budgetary outgo in the form of equity capitaL loans and grams/subsidy 
from the State Government to the working Government Companies and 
working Statutory Corporations for the three years ending upto March 2006 
arl.! given hl~low: 

Table-7.4 
(R upees in crore 

2003-04 2004-05 2005-06 
Com1>anies Corporations Companies Corporations Companies Corporations 

No. Amount No. Amount No. Amount No. Amount No. Amount No. 
Equity :; 4.90 I 094 3 0.91 I 0.26 3 4.82 -
capttal 
Loans - - - - - - - - - - -

Grants - - - - - - - - - - -
Suh~1d-. - - - - - - - - - - -
Total s• 4.90 I* 0.94 3* 0.91 1* 0.26 3* 4.82 -

*The.\e are actual number of co111pa11ieslco1porations which received budgetary 
support in tht' fonn of equity, loans, grants and subsidy from the State Gover111t1ent 
during respect ii e years. 

During the year 2005-06, the Government had not extended any guarantee to 
any PSU. Ac the end of the year, guarantees amounting to Rs. 80.07 crore 
against threer Government companies (Rs. 80 crore) and one Statutory 
Corporation (Rupees seven lakh) were outstanding. There was no case of loans 
having been written off, interest having been waived off moratorium on loan 
repayment .ind conversion of loans into equity capital in any company or 
corporation during the year. 

7 .4 Finalisation of accounts by working PSUs 

Accountabili ty of PSUs to the Legislature 1s achieved through the submission 
of audited annual accounts/reports within the rime schedule to the Legislature. 
Appendix-XVII shows that out of nine working Government companies, only 
one company - Sikkim Jewels Limited had finalised its accounts for the year 
2005-06 and none of the three Statutory Corporations had finalised its 
accounts for the year 2005-06 within the stipulated period (30th September). 

During the period from October 2005 to September 2006, four working 
Government companies had finalised their accounts for the previous years. 
Similarly, during this period two Corporations finalised their accounts for the 
previous years. 

The accounts of eight working Government Companies and three working 
Statutory Corporations were in arrears for the penods ranging from one to four 
years as on 30 September 2006 as detailed below: 

Schedule Casie, Sclied11le Tribe a11d Orher Baclmard Class Dew:lopmenr Corpora1io11 lid. 
(Rs. 25 crore), SikJ..im Time Corpora/ion Lui. (Rs. 5 crore) and SiJ..kim Power Development 
Corporation lid. (Rs. 50 crore) 158 
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-
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Table-7.S 
SL Period upto Period for No. of years 
No Name of company/corporation which which for which 

I 

2 

3 

4 

5 

6 

7 

8 

l 
2 
3 

accounts were accounts were accounts were 
finalised in arrears in arrears 

A. Name of the company 
Sikkim Time Corporation Limited 2003-04 2004-05 2 

2005-06 
Schedu led Caste, Scheduled Tribes, 2003-04 2004-05 2 
Other Backward C lass Development 2005-06 
Corporation Limited 
Sikkim Tourism Development 2004-05 2005-06 l 
Corporation 
Sikkim industrial Development and 2004-05 2005-06 l 
Investment Corporation Limited 
Sikkim Power Development 2004-05 2005-06 l 
Corporation 
Sikkim Pouitry Development 2001 -02 2002-03 4 
Co rporation Limited 2003-04 

2004-05 
2005-06 

Sikkim Hatcheries Limited 2001-02 2002-03 4 
2003-04 
2004-05 
2005-06 

Sikkim Precision Industries Limited 2004-05 2005-06 I 
B. Name of the Statutor y corporation 
State Bank of Sikkim 2004-05 2005-06 l 
Sikkim Minin.e Corporauon 2004-05 2005-06 I 
State Trading Corporatio n of Sikki m 2003-04 2004-05 2 

2005-06 

The administrati ve departments have to oversee and ensure that the accounts 
are finalised and adopted by the PSUs wirhin the prescribed period. Though 
the concerned administrative deparrments of the Government were informed 
every quarter by Audit of the arrears in finalisation of accoums, no remedial 
measures had been taken as a result of which the net worth of these PSUs 
cou ld not be assessed in Audit. 

7 .5 Financial position and working results of working PSUs 

The summarised financial results of working PSUs (Government Companies 
and Statutory Corporations) as per their latest finalised accounts are given in 
Appendix-XVll. Besides, statements showi ng the fi nancjal position and 
working results of individual working Statutmy Corporations for the latest 
three years for which accounts had been finali sed are given in Appendix-XIX 
and XX respectively. 

According to the latest finalised accounts of eight working Government 
Companies and three working Statutory Corporations, seven"' companies and 

.. SikJ.im Jewels ltd (2005-06), Sikkim Time.1 Corporation Lid (2001-02), Sikkim Precision /111/1wrie.f Lid (2003-04), 
SC, ST & OBC De1•elop111e111 Corporatin11 Lid ( 1996-97), Sikkim Touri.1111 Development Corporation (2002-03), 
Sikkim Poultry Develop111e111 Corpnratio11 Lid ( 1996-97). Si/dam /latcheries Lid ( 1998-99). 
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one• corporation had been making losses for varying periods (indicated in the 
brackets against each companies/ corpoartion) and had incurred an aggregate 
loss of Rs. 4.83 crore and Rs. 1.43 crore respectively and one company and 
two corporations had earned an aggregate profit of Rs. 0.56 crore and Rs. 2.84 
crore, respectively. One Government Company, i.e. Sikkim Power 
Development Corporation (SPDC), was at the implementation stage. 

7.5.J Working Government Companies 

(i) Profit earning working companies a11d divide11d 
As per the latest finalised accounts, Sikkim Industrial Development and 
Investment Corporation Limited (SIDICO}, which had finalised its accounts 
for 2004-05. earned a profit of Rs. 0.56 crore but did not declare any dividend. 

(ii) Loss incurring working companies 
Of the seven loss incurring working Government Companies, Sikkim 
Hatcheries Limited had accumulated losses aggregating Rs. 49.05 lakh, which 
exceeded its paid-up capital of Rs. 45.83 lakh. 

7.5.2 Working Statutory corporations 

(i) Profit eaming Statutory Corporation a11d dividend 
Two Corporations (viz. State Bank of Sikkim and State Trading Corporacion of 
Sikkim) which finalised their accounts for previous years (SBS: 2004-05 and 
STCS: 2003-04) by September 2006, earned aggregate profit of Rs. 2.84 crore 
but did not declare any dividend. 

(ii) Loss incurring Statutory corporation 
One Statutory Corporation viz. Sikkim Mining Corporation which finalised its 
accounts for 2004-05 by September 2006, suffered loss of Rs. 1.43 crore and 
had accumulated losses aggregating Rs. 9.90 crore wiping of 82 per cent of its 
paid up capital of Rs. 12.01 crore. 

(iii) Operational performance of working Statutory Corporations 
The operational perfonnance of the working Statutory Corporations for che 
last three years is given in Appendix-XX/. It will be seen from Appendix-XX! 
that in case of Sikkim Mining Corporation. percentage of capacicy utilisation 
came down from 26 in 2003-04 to 17 in 2005-06. 

(iv) Reh1rn on Capital Employed 
As per the latest finalised annual accounts of PSUs, the capital employedv 
worked oul to Rs. 57 .86 crore in nine working companies and the total return r 
thereon amounted to Rs. 0.99 crore wh ich is 1.71 per cent as compared to total 
return of Rs. 0.53 crore (0.53 per cent) in the previous year. Similarly, the 

• Sil.Aim Mi11i1111 Corp11ra11on (1992-93). 
v 

Ct1pital e1•1plo)ed repreJt!nf\ 11e1 fixed a.uets (inc/11di1111 capital worJ..1-i11·pro11re:is) p/uJ warlc11111 capiral exrepl 
111 jina11re rompa111e.1 a11d corporat10111 .,·/ ut it repre.1e11ts a 111em1 of a1111regnre of ope11111g ond c/mm11 
bal1mce.1 of paid-up cupira/.free re.1er ... t.1, bN1d.1, depo.1i1> a11d burr0>.-i1111.1 (i11etud111g rtfina11ce). 

For calcu!a1i11g total rttum on capital empfoyed, intuesr 011 bormwedjwul i1 addeJ to net profit/ .1ubtracred 
from the lo.u ar di.1c/o.1ed in rhe A111111al Affoullfs. 
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capital employed and total return thereon in case of working Statutory 
Corporations as per the latest final ised annual accounts worked out to Rs. 
284.78 crore and Rs. 2.90 crore (1.02 per cent), respectively, as against the 
total return of Rs. 2.32 crore (0.82 per cent) in the previous year. The details 
of capital employed and total return on capi tal employed in case of working 
Government Companies and Statutory Corporations are given in Appendix
XVII. 

7.6 Non-working Public Sector Undertakings (PSUs) 

7.6.1 Investment in non-working PS Us 

As on 31 March 2006, the total investment in three non-working PSUs 
(Government Companies) was Rs. l.27Ell crore (equity: Rs. 1.27 crore) and 
there was no change in this position since 31 March 2002. 

The status of non-working PSUs is as under: 

Table-7.6 . (Rupees in crore ) 
Investment 

SI. No. Companies 
Equity Long terms 

loan 
l Under 2 0.58 -

closure 
2 Other* 1 0.69 -

TOTAL 3 1.27 -
*The operational f unction has been leased out. 

Of the above non-working Government Companies, two Government 
Companies were under closure for six years involving a substantial investment 
of Rs. 58 lakh. Effective steps need to be taken to expedite closure. 

7.6.2 Budgetary outgo, grants/subsidies, guarantees, waiver of dues and 
con version of loans into equity 

The details regarding budgetary outgo, grants/subsidies, guarantees issued, 
waiver of dues and conversion of loans into equity by the State Government to 
non-working Government Companies are given in Appendix-XVI and XVIII. 
The State Government had not given any budgetary support to these non
working PSUs during 2005-06. 

7.6.3 Total establishment expenditure on non-working PS Us 

The year-wise details of totaJ establishment expenditure incurred by non
working Government Companies and the sources of fi nancing them during the 
last three years up to 2005-06 could not be analysed due to non-finali sation of 
accounts by these PSUs. 

Swte Gol'emme111 investmem " '"' g, O;? 90 lukil (orilus: R.r. 34 lt1kh}. 
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7.6.4 Finalisation of accounts by non-working PS Us 

The accounts of all the non-working Companies were in arrears for the periods 
rangi ng from three to 11 years as on 30 September 2006 as could be noticed 
from Appendix-XVII. 

7.6.5 Financial position and working results of non-working PS Us 

The summarised financial results of non-working Government Companies as 
per their latest finalised accounts are given in Appendix-XVII. 

The summari sed detail s of paid-up capital, net-worth, cash Joss I profit and 
accumulated loss I profit of non-working PSUs as per their latest finalised 
accounts are given below: 

Table-7.7 
(Ruoees in crore) 

~ame of the Company (Year of Paid-up Net- Cash loss(·) I 1Accumulated loss(·)/ 
Accou11ts) capital wort11• Cash profit ( + )ll accumulated profit {+) 

Sikkim Flour Mills Limited -( 1994-95) 
0.60 0.47 (+) 0.13 

2. Sikkim Livestock Processing and 
Development Corporation Limited 0.69 0.04 (+) 0.01 (-) 0.65 
(2002-03) 
3. Chandmari Workshop and 
Automobiles Limited 0.002 (-) 0 .02 (-) 0.14 (-) 0.02 
( 1994-95) 

7.7 Status of placement of Separate Audit Reports of Statutory 
Corporations in the Legislature 

The fol lowing table indicates the status of placement in the State Legislature 
of various Separate Audit Reports (SARs) issued by the CAG on the accounts 
of the Statutory Corporations: 

SI. 
No. 

2 

3 

n 

Table-7.8 

Corpf>ralion 

Sikkim Mining 
Co oration SMC 
State Bank of Sikkim 
(SBS) 

YUU'S for 
which 
SARS 

placed in 
Le lslature 

2002-03 

2002-03 

State Trading 2000-01 
Corporation of 
Sikkim (STCS) 

Years for which SARs nut 
Year of 

SAR 

2003-04 

2003-04 

2001-02 

Not yet issued 

-do-

-do-

Audi t is yet to be 
ro rammed 

Under process 

Under process 

Net worth repre.ve11n paid up capital plrnfree reserves leH acc1111111/ated loss. 
Cavh lofs!projir repre1e11t1 lo1vpw[itfor the year p/111 depreciation for the year. 
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7 .8 Disinvestment, privatisation and restructuring'" of Public Sector 
Undertakings 

During the year 2005-06, there had been no privatisation (partial or complete) 
of any activity of these companies or corporations, and the Government had 
also not gone for disinvestments of shares in any company/corporation. 

7.9 Results of Audit by the Comptroller and Auditor General of India 

During the period from October 2005 lo September 2006, the accounts of three 
working companies and two working Statutory corporation were selected for 
Audit. The net impact of the important Audit observations as a result of Audit 
of the accounts of these PS Us was decrease in profit by Rs. 26.55 lakh in two 
working companies and one corporation and increase in loss by Rs. 7.37 crore 
in one working company and one working Statutory corporation. 

Some of the major errors and omissions noticed in the course of Audit of 
annual accounts of some of lhe above Companies and Statutory Corporations 
are mentioned below: 

Sikkim Precision Industries Limited (2003-04) 
>' The land valuing Rs. 9 lakh was not exhibited under "Fixed Assets". As a 

result. the Fixed Assets stood understated to the extent of Rs. 9 lakh. 
State Bank of Sikkim (2003-04) 
> Non-provision of tax liability has resulted in understatement of loss or the 

Bank by Rs. 43.08 lakh. 
>' No provision was made for advances amounting to Rs. 6 q3 crorc 

disbursed to employees of the bank and other loances who died \.\ ithout 
clearing their dues. This has resulted in overstatement of Advances by Rs. 
6.93 crore and understatement of loss by Rs. 6 .93 crore. 

State Trading Corporation of Sikkim (2001-02) 
; No provision was made for long outstanding loans and advances and 

sundry debtors amounting to Rs. 24 .30 lakh, which resulted in 
overstatement of Current Assets, Loans & Advances by Rs. 24.30 lakh 
with corresponding overstatement of profit. 

Non-provision of Income tax liability in the Accounts 

As per notification issued (2 1 April 1970) by the Income and S..ilcs T ax 
Department of the Government of Sikkim, all the Government Companies and 
Corporations were liable to pay income tax on their turnover at the prescribed 
rate. It was, however, noticed in Audit that none of the 
Companies/Corporations made provisions for this liability in their accounts. 
This resulted not only in overstatement of profit/understatement of loss of the 
respective companies/corporations but also resulted in loss of revenue to the 
Government. T he amount of such liability for the latest year for which Audit 
was completed worked out to Rs. 72.47 lakh in respect of seven companies 
and two corporations. 

Res1r11ct11ri11g includes merger and d omre <!{ PSU.1· 
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7.10 Response to inspection reports, draft paragraphs and reviews 

Audi t observations noticed during Audit and not settled on the spot are 
communicated to the Heads of PSUs and concerned departments of the State 
Govemmenl through inspection reports (IRs). The Heads of the PSUs are 
required to furnish replies to the inspection reports within four weeks of the 
issue of JR. Inspection reports issued up to March 2006 pertaining to 15 PSUs 
(including two departmental undertakings) disclosed that 148 paragraphs 
relating to 54 inspection reports of 10 companies, three statutory corporations 
and two departmentally managed undertaking remained outstanding at the end 
of September 2006. Department-wise break up of inspection reports and 
paragraphs outstanding as of September 2006 is given in Apperulix-XXJl. 

Similarly, draft paragraphs and performance reviews on the working of PSUs 
are forwarded to the Principal Secretary of the administrative department 
concerned demi-officially seeking confirmation of facts and figures and their 
comments thereon within a period of six weeks. lt was, however, observed that 
out of three draft paragraphs and one performance review report issued to the 
various departments between June to September 2006 as per details in 
Appendix-XXIII, replies to the performance review report and the draft 
paragraphs are awaited (December 2006) from the administrative department. 

It is recommended that (a) the Government should ensure that procedure exists 
for action against the officials who fail to send replies to inspection reports/ 
draft paragraphs/performance review reports within the prescribed time 
schedule, (b) action is taken to recover loss/outstanding 
advances/overpayments in a time bound schedule, and (c) the system of 
responding to Audit observation is revamped. 

7.11 Position of discussion of Commercial Chapter of Audit Reports by 
the Public Accounts Committee (PAC) 

Two paragraphs and one performance audit report of the Commercial Chapter 
of the Audi t Report (2004-05) of the Government of Sikkim were pending for 
discussion by the Publ ic Accounts Committee as at the end of March 2006. 

[ STATE TRADIJ.~G CORPORATION OF SIKKIM ) 

7.12 Functioning of State Trading Corporation of Sikkim 

Highlights 

Internal control for proper inventory management was virtually non
existent. Physical verification of stores and stock was never done during 
the period of Audit. When done at the instance of Audit it revealed 
shortages of Rs. 2.68 crore. 

(Paragraph- 7.12.6.3) 
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The Corporation significantly deviated from its main line of trading 
activities by increasingly dealing in commission business, thereby 
depriving departments and public or economical rates that could have 
accrued as a result of bulk purchases directly from the manufacturers. 
There were also delays in supply of materials to the Departmenf..s. 

(Paragraph- 7.12.6.1 & 7.12.6.4) 
Non-closure or non-transfer of Kolkata unit to Sikkim Tourism 
Development Corporation led to operational losses of Rs. 53.37 lakh 
during 2001-02 to 2003-04. 

(Paragraph- 7.12.6.1) 
The Corporation invariably did not adhere to the prescribed purchase 
procedure of inviting broad based tenders for competitive rates while 
making purchases. Cement worth Rs. 9.14 crore was purchased from 
local dealers without calling for tenders out of cement valuing Rs. 13.92 
crore purchased during 2001-02 to 2005-06. 

(Paragraph- 7.12.6.2) 
The Corporation failed to recover dues of Rs. 68.09 lakh from the 
Building & Housing Department leading to blockage of funds. 

(Paragraph- 7.12.6.5) 
Appointment of an Advisor and Officer on Special Duty without any 
provision in the Proclamation resulted in wasteful establishment 
expenditure of Rs. 26.97 lakh. 

(Paragraph- 7.12.8.1 & 7.12.8.2) 
Internal controls were very weak in the organisation. Added to this, 
failure to conduct regular Board Meetings adversely affected the 
functioning of the Corporation to a large extent. 

(Paragraph- 7.12.9) 

7.12.1 Introduction 

The State Trading Corporation of Sikkim (Corporation) was established on 30 
March 1972 under a proclamation of the erstwhile Chogyal 1 of Sikkim. The 
activities of the Corporation are to: 
);> Purchase, hold, stock, sell , clear, forward and transport materials inside 

and outside Sikkim; 
);> Procure trading goods of Rs. 10,000 and above on behalf of various 

Departments of the State Government: 
);> Distribute Liquid Petroleum Gas (LPG) cylinders and accessories in 

Sikkim (since 1975) on behalf of the Indian Oil Corporation Ltd as agent. 

The trading activi ties are performed mainly by the Head Office at Gangtok. 
The Corporation has three units at Jorethang, Siliguri and Kolkata. While 
Jorethang unit . is involved in trading activities including LPG distribution, 
Kolkata uni t looks after liaison work, protocol and welfare activities on behalf 
of the State Government. The unit at Siliguri is engaged in receipt and 
transportation of goods from suppliers/manufacturers either to the Corporation 
stores or to various destinations of indenting departments . 

1 Malwraja of Sikkim 

165 



Cl/APTER- Vil: Government Commercial aiid Trading ActiviJics 

The Corporation is managed by a Board of Directors consisting of a Chairman 
and six Directors. all nominated by the State Government. As on 31 March 
2006, all the six Directors and the Chairman were in position including the 
Managing Director (MD)n Apart from this, an Advisor was appointed by the 
Government of Sikkim since 1996. The MD has been delegated with full 
administrative powers for carrying out day to day affairs of the Corporation. 
The organisational structure of the Corporation is given in Appendix-XXV. 

The Corporation has a total strength of 67 regular staff including the MD. two 
Chief General Managers and six General Managers. Apart from this, the 
Corporation also had 17 casual/contract staff as on 31 March 2006. 

7.12.2 cope of Audit 

The present Performance Audit conducted during the period April 2006 to 
June 2006 covers various activities of the Corporation for the period from 
2001-02 to 2005-06. A sample check of 25 per cent of the total value of six2 

major items under both trading and commission business activities were 
selected on the basis of probability proportionate to size (volume of 
expenditure) for three years ending March 2004 (accounts finalised and 
approved by the Board upto March 2004 only) was taken as a basis for 
scrutiny at Head office and Jorethang unit for all the five years upto 2005-06. 
Details are shown in Appendix-XXV/. 

7.12.3 Audit objectives 

The Audit objectives were to ascertain whether: 
)> the objectives of the Corporation of regulating the trading activities by 

drawing advantage of bulk purchase, minimising delivery time and 
procuring qual ity materials were achieved efficiently, effecti~ely and 
economically; 

)> Fund Management was efficient and effective to ensure profitability; 
)> Human Resource Management was efficient and effective; and 
)> Monitoring, evaluation and internal control mechanism including internal 

audit was effective. 

7.12.4 Audit criteria 

The Audit criteria used for assessing the achievements of Audit objectives 
were: 
)> Policy/procedures prescribed by the Government/Corporation to regulate 

the trading activities; 
)> Policy of the Corporation for Fund Management; 
)> Sikkim Financial Rules; 
)> Norms prescribed for Inventory control management; 
)> Recruitment policy and norms for manpower management; 

n Glossary of terms are shown i11 Appendix-XXIV. 
1 Iron & steel; Cement; LPG cvlinden & burners; Office equipment and f urniture; Tyres, 111bes & 
ba11eries and Vehicles. 
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>-- Procedure prescribed for monitoring, evaluation and internal control 
mechanism. 

7.12.5 Audit methodology 

The following Audit methodology was adopted for attaining the Audit 
objectives: 
Y Analysis of procedures laid down in the Proclamation; 
;,. Examination of agenda and minutes of BOD meetings. Corporation's 

annual accounts, management directives and instructions; 
~ Examination of procurements/purchase policy, details of turnover under 

trading and commission business, fixation of prices etc.; 
>-- Scrutiny of records rel~ting to delivery of goods, storage and their issue, 

monitoring, evaluation and internal control; 
~ Issue of Audit enquiries and interaction with the Management; 

Audit findings 
Audit findings arising from the performance review were reported (June 2006) 
to the Corporation/Government and the replies recei ved (June - September 
2006) from the Management were considered while finali sing the report. The 
review was also discussed in the Exit Conference with the representatives of 
the Corporation and Government held in September 2006. 

7.12.6 AcfvitiP.s 

The main activities of the Corporation are to act as a canalising agency for aJI 
purchases made by various departments of the State Government coupled with 
rendering agency services Lo Indian Oil Corporation Limited towards refi lling 
and supply of LPG cylinders. etc. with a view to provide efficient services to 
the Government/public at an economical rate. Records relating to six major 
items/activities3 involving Rs. 296.67 crore for the period from 2001-02 to 
2005-06, out of a total of 10 items, were test checked in Audit and the Audit 
findings were as under: 

7.12.6.1 Regulating trading activities 

~ Deviation from main activities: The main activity of the Corporation was 
co regulate trading activities in the State by procuring goods directly from 
the manufacturers and thus, availing trade discounts on bulk purchases; yet 
it engaged itself mostly in commission business by merely functioning as a 
commission agent between the indenting departments and the suppliers. 
During the period 2001-02 to 2005-06, the commission business in respect 
of the six items test checked in Audit, increased from 76.24 per cent 
(2002-03) Lo 98.18 per cent (2005-06) with a corresponding decrease in 
trading activities. As the Corporation failed to execute bulk purchases, the 
Government Departments and public were deprived of economical rates 
and discount on bulk orders. This also led to payment of higher rates by 
the Departments on account of the 3 per cent commission loaded on the 

•
1 Cement; lro11 & steel; Office eq11ip111ent &furniture: Tyres. 111bes & ba11eries; Vehicles and Electrical 
goods. 
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cost over and above the sale price, and also led to idling of existing 
godowns at Head Office, Siliguri and Jorethang and their manpower to a 
large extent. 

):>- Loss due to delay in closure of Kolkata u11it: Mention was made in CAO 
of India's Audit Report 2001-02 regarding losses in the Kolkata unit meant 
for liaison activities. The Public Accounts Committee while accepting 
Department's repl ies for closure of the units had recommended that the 
report of handing over of the unit to the Home Department may be 
intimared to the next Committee. Despite this assurance, the Corporation 
continued to operate the Kolkata unit and incurred operational loss of 
Rs. 53.37 lakh during the period 2001-02 to 2003-04 as the unit performed 
negligible business and its revenue progressively declined from Rs. 3.34 
lakh (2001-02) to Rs. 0.45 lakh (2003-04). Thus, continuance of the unit 
even after merger of the State when liaison work had become unnecessary 
resulted in avoidable recurring losses, thereby adversely affecting the 
overall performance of the Corporation. 

In reply, the Managemem stated (July 2006) that the State Government 
reconsidered (November 2005) its earlier decision of 2002 and decided to 
strengthen the unit in view of increased commercial and liaison activities 
expected with the opening of border trade (July 2006) with China through the 
Nathula Pass. The reply is not tenable as the list of items (agriculture 
implements, textiles, coffee, rice, dry fruits, tobacco and spices, etc) notified 
for trade through Nathula border did not include the usual items dealt with by 
the Corporation such as cement, iron and steel, furniture, electrical goods and 
tyres and tubes, etc. 

7.12.6.2 Procurement 

The Corporation was to follow purchase procedures incorporated in the 
Sikkim Financial Rules (SFR). The following deficiencies as regards 
procurement were noticed in Audit: 

>- Non-adherence to established purchase procedure: According to SFR 
(Rule 127 & 130), all purchases above Rs. one lakh are to be made through 
wide publicity by inviting tenders in leading newspapers. It was, however, 
noticed in Audit that the Corporation procured 7,299 tyres and tubes 
valuing Rs. 2.36 crore during the last five years based on the rates offered 
by the local dealers for supply to various Departments/Government 
Organisations in contravention of the codal provisions. 

In their reply (June 2006). the Management stated that there was no extra 
financial burden on the indenting Departments as the procurements were 
made from the authorised distributors/dealers on the negotiated rates which 
were below the maximum retai l sale price fixed by the manufacturers even 
after adding the commission. In the absence of competitive tender rates 
from the manufacturers in response to tender, the reply was not verifiable. 
Also, no reasons for non-adherence of coda! provision were given. 
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~ Procurement of cement in violation of prescribed purchase procedure: 
Similarly, in case of procurement of cement, the Corporation fixed the 
purchase price on the basis of enquiry from the manufacturers over 
telephone/ correspondence on pick and choose basis instead of competitive 
bids or negotiating annual rate contracts for bulk purchases for obtaining 
economical prices. The casually obtained rates served as a basis for finally 
procuring from the lowest quoting "local" dealer after obtaining the 
consent of the indenting Departments. In a few cases, procurements were 
made from Madhya Pradesh-based manufacturer. During the period 2001-
02 to 2005-06, the Corporation procured cement valuing Rs. 13.92 crore, 
of which cement valuing Rs. 9.14 crore was procured from the local 
dealers, which the indenting Departments could themselves have procured 
thereby saving 3 per cent commission of Rs. 27.42 lakh paid by them to 
the Corporation. Thus, the procedure adopted by che Corporation besides 
being in contravention of codal provisions, also lacked prudent business 
practices and transparency consequenlly depriving the State Departments 
and public of economically priced cement. 

~ Avoidable excess payment on procurement of GI pipes: The Corporation 
finalised (August 2003) two agreements4 for supply of different sizes of Gl 
pipes and accordingly rate contract agreements (valid for two years) were 
entered into (September 2003) with the firms. The terms and conditions of 
the rate contract, inter-alia stipulated supply of pipes within 90 days from 
the date of issue of orders and the rates were to remain firm and fixed 
throughout the currency of the contract period, and that no price escalation 
claims entertained on any account. 

It was, however, noticed in Audit that enhanced rates were allowed to the 
firms from retrospective dace (September 2003 ) followed by revision of 
prices twice (February 2004 and 2005) on the ground of increase in basic 
price of raw materials of GI pipes. This led to avoidable additional 
payment of Rs. 2.07 crore over and above the agreed price by 4.29 to 
39.05 per cent on the supply. Although this was done with the concurrence 
of the concerned Departments, it resulted in extending undue financial 
benefit to the suppliers without any enabling provision in the agreement. 

In reply, the Management stated (July 2006) that price revisions were 
made with the approval of the State Government. The reply is not tenable 
as there was no provision for price escalation in the rate contract 
agreements, Departmental concurrence notwithstanding. 

7.12.6.3 Inventory management 

One of the important activities of the Corporation was co stock the materials 
procured for supply to the Departments under trading activities. It was noticed 
by Audit that inventory controls and store management was very weak; 
physical verificati.on of stocks was never conducted by the management 
resulting in startling shortages in cement and LPG as elaborated below: 

4 Good Luck Steel Tubes Ltd., Ghaziabad and Indus Tubes Ltd., New Delhi. 

169 



CIJAJ>T£1<.- VII: Government Commercial and Trading ActiviJies 

>- Shortages of cement and LPG valuing Rs. 2.68 crore: According to 
SFR, physical verification of all stores must be carried out at teast 
once in a yt!ar by the head of the Department or such other officer as 
may be specifically authorised by him in this behalf and all 
discrepancies noticed must be brought into account immediately. 

Jt was, however, noticed that physical verification of stores and stocks 
was never conducted by the management. Physical verifi ation of 
different stores conducted (May/June 2006) by the in-charges of the 
stores at the express instance of Audit revealed huge shortages of 
Rs. 2.68 crore between the book balances and actual physical balances 
in re pect of LPG cylinders, burners/ other accessories, cement, iron 
and steel and GI sheets etc. The details of the shortages found during 
such physical verification of stores at Head Office and Jorethang unit 
are gi en m Appendix-XX VII. 

Out of the total shortages of Rs. 2.68 crore, major portion of ks. 1.64 
crore pertamed to LPG cylinders (Head Office: Rs. 99.67 lakh and 
Jorethang stores: Rs. 64.22 lakh) followed by cement ('Rs. 88.68 lakh). 
Scrutiny by Audit revealed that is ues were not properly accounted 
for in the stock registers. Besides failing to carry out the mandatory 
year end physical verification, the Corporation had al o failed to put 
in place any internal control mechanism including internal 
chcck/inspt!ctions/audit with regard to stores, thereby leaving ample 
cop~ fo r misappropriation of the store items. The Corporation also 

had nol implemented a rotatiou poli y in the stores lo ensure that no 
vested interest developed and that custody of stores was afe and 
accounted for. The supervisory officers had also failed to carry out 
any check of the inventory al any time durmg this period. 

ln reply, the Management stated (September 2006) that shortages of 
cement valuing Rs. 62.28 iakh was already detected by them during 
2003-04 and a show-cause notice was also issued to the delinquent 
tore keeper. The concerned storekeeper admitted the discrepancies 

and Rs. 26 lakh had already been recouped in June 2006. As regards 
shortage of LPG, the storekeepers in charge of the LPG cylinders 
were instructed to reconcile the figures between book balances and 
phy ·ical balances with the records of the Indian Oil Corporation and 
the results of the same would be intimated lo Audit. lt was further 
added that four official in-charge of Ll'G had died while in service 
due to which proper pro edure wuld not be foltowed in 
handing/taking over charges, the 1Je11ef1ls payable to the dep ndent 
farmly have been withheld an<l shortages voinlee1 out by Audit would 
be recovered from the dues of the wnce1 ned employees after Clue 
verification. 

The reply of the Management show~ the asual approach. 'I hough the 
Management stated that it detected cement shortages of Rs. 62.28 
lakh, the actual shortage during the verification conducted at the 
instance of Audit was much larger i.e., Rs. 88.68 lakh. There was also 
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no evidence of this shortage purported to have been detected by the 
Management earlier than Audit as it had not been taken into account 
in the books though immediately required to be so done in terms of 
provisions of SFR. Further, upto June 2006 only Rs. 26 lakh had been 
recovered leaving a balance of Rs. 36.28 lakh and the person 
immediately responsible for the shortage being allowed lo continue to 
be the custodian of the cement stores. In respect of the LPG hortages, 
the Management have not stated whether the entire value of shortages 
(Rs. 1.64 crore) would be made good from the dues of the lowly paid 
deceased employees. Had the Corporation put in place an efficient and 
effective internal control mechanism, followed codal provision 
regarding physical verifkatioo of inventory and haJ a rotation policy 
for storekeepers and other staff, such losses could have been avoided. 
The matter was referred to the State Government in J anuary 2007 for 
detailed invc ligation. 

)> Non-moving and obsolete stores of Rs. 3.19 lakh: Scrutiny of sLore 
records revealed that 44 items of different stores valuing Rs. 3.19 lakh 
procured under crading accivicy remained un-issued for periods ranging 
from 25 to 30 years al che Head Office store premises. The exacl dates of 
procurement of these score items could noc be furnished to Audit. As these 
items could not be utilised/ issued for the purposes for which they were 
procured, the total stock had become non-moving and obsolete. The 
Corporation did not take any action to write off the same with the approval 
of the Board. 

In reply the Management (June 2006) stated thac a proposal to dispose off 
these items through open auction would be moved or alternatively wrile
off orders from the Board obtained. 

7.12.6.4 Supply to the Departments 

One of the important activities of the Corporation was to obtain orders from 
the Departmenls for supply of goods5 and to supply the same wi thin the 
stipulated time frame usually within 90 days from the date of issue of orders. 

A test check by Audit, however, revealed that the delay in executing supply 
orders ranged between 28 days and 673 days despi te receipt of advance 
payment against the value of goods to be upplied from the indenting 
Departments. This inordinate delay primarily occun-ed as the Corporation had 
noc tied up with the manufacturers or enlered inLo rate contracts with the firms 
on DGS&D rate contrac ts which led to non-adherence to che agreed condition 
of del ivery of goods wiLhin the due period (90 days). 

In reply, the Managemem stated (June 2006) that delivery schedules were 
fixed in consultations with the Department concerned. In case of cement, the 
concerned Departments normally requested for deferred supplies 
commensurate wuh the actual progress of work. The reply is not tenable as 

·'Cement, mm & steel, GI pipe:., ryres & 111bes, GCI Jheers, office t!qu1pme111.1, vehicles. 
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delay was reckoned taking into account the schedule del ivery time mentioned 
in the supply orders which was fixed in consultation with the Departments. 

7. 12.6.5 Realisation of sale price 

As per the generally agreed conditions bet.ween the indenting Departments and 
the Corporation, 90 per cenc of the value of the goods was to be deposited in 
advance before placing firm supply orders on the Corporation . The balance 10 
per cent alongwith other incidentals was to be remitted to the Corporation 
immediately on receipt of fu ll quantity of goods. 

crutiny of records by Audit in respect of two major Works Departments 
(Building & Housing and Rural Management Development Departments) 
revealed that whi le no dues were pending against the Rural Management and 
Development Department, Rs. 68.09 lakh were recoverable from the Building 
and Housing Department. Analysis further revealed that the Corporation 
neither realised full amount nor ensured the recovery of agreed advances of 90 
per cenr before executing the orders, in the absence of which, the Corporation 
had to utilise its own funds ranging between Rs. 22.28 fakh to Rs. 1.04 crore 
during the period 2002-03 to 2005-06 in making payments to the suppliers. 

The Management accepted (June 2006) the Audit observations. 

7.12.7 Financial Management 

Prudent financial management requires that all funds due to be received should 
be expeditiously rea l i ~cd, avai lable funds are deployed effectively for the 
operations of the organisation and funds not required immediately for 
operational purpo es judiciously invested to earn maximum interest. 

It was noticed by Audit that the Management had neither laid down any policy 
for efficient fund management nor ensured expeditious realisation of dues or 
investment of surplus funds as discussed in the following paragraphs: 

7.12. 7. 1 Accumulation of outstanding dues 

Analysis of outstanding dues re ealed that the sundry debtors and advances 
showed a rising trend from Rs. 15.60 crore (Sundry Debtors- Rs. 9.75 crore 
and Loans & Advances- Rs. 5.85 crore) in March 2002 to Rs. 29.08 crore 
(Debtors - Rs. 18.28 crore and Loans & Advances - Rs. 10.80 crore) in March 
2004, indicating an increase of 86 per cent. Out of the total dues, Rs. 19.11 
crore were recoverable from the various Departments/Government 
organisations and Rs. 9.97 crore were recoverable from individuals/private 
organisations. 

Age-wi e analysis of these out.standing dues upto March 2004 revealed that 
outstanding dues for more than three years stood at Rs. 87 .10 lakh (Sundry 
Debtors-Rs. 31.07 lakh, Loans & Advances- Rs. 56.03 lakh) as can be seen 
from the detai ls in tht following table: 
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Table- 7.9 
(Rupees i11 laklz) 

Unit Less than 1 vear l to 3 vears More than 3 nars Total 
Sundry Loans& Sundry Loam& Suadry Loans& Sundry Loans & 
Debtors Advances Debtors Advances Debtors Advances Debtors Ad VllDCt.'S 

<3+5+7) (4+6+8) 
m (4) (5) <6l (7) (8) (9) (10) 

Head Office 1.483.9 1 554.28 3.62 53.99 29.66 44.89 1,517 19 653.16 
Gas Section 1.13 4.69 0.83 0.69 0.92 9.46 '.!.88 14.84 
Jorethanit Unit 258.76 18.51 4.13 - 0.49 1.68 '.!63.38 20.19 
Total 1,743.80 577.48 8.58 5-i.68 31.07 56.03 1,783.45 688.19 

It was observed by Audit that adequate steps were not taken to realise the 
outstanding dues, particularly the debts of Rs. 87.10 lakh which were 
outstauding for 3 to 30 years. 

7.12.7.2 Interest loss due to imprudent fund management 

Test check by Audit of records relating to Cash and Bank balances for the five 
years' period pertaining to Head Office, Gas Section (Hqrs) and Jorethang unit 
revealed that sizeable surplus funds ranging between Rs. 3.98 lakh to Rs. 4.18 
crore were parked under various Current Accounts and Rs. 3.21 lakh to 
Rs. 19.65 lakh were held in cash. Failure to invest surplus funds for short 
period of three months resulted in loss of interest of Rs. 16.37 lakh6

. 

7.12. 7.3 Loss of interest due to non-crediting of cheques deposited for 
encashment 

The Corporation maintained two specific bank accounts in the State Bank of 
India and State Bank of Sikkim for remitting all cash relating to transactions of 
cement trading. Scrutiny of Bank Reconciliation Statements of these accounts 
revealed that 18 cheques (Rs.2.21 lakh) deposited by the Corporation between 
1979 and 2005 had not been credited till the date of Audit (June 2006), 
resulting in a loss of interest of Rs. 5.87 lakh7 as of March 2006. 

In reply, the Management stated (July 2006) that whil e cheques for Rs. 0.11 
lakh had been credited by the State Bank of India in May 2005, the matter was 
being pursued with the concerned banks for early crediting of the remaining 
cheques. As of August 2006, the remaining cheques were not credited. 

7.12. 7.4 Non-issue of share certificates 

The Corporation exhibited 1,11.377 shares valuing Rs. 1.11 crore (Rs. 100 per 
share) as "Issued, subscribed and paid-up capital" fully held by the 
Government of Sikkim as against the actual issue of 49,577 shares valuing Rs. 
49.58 lakh in its accounts (upto 2003-04). It also declared (July 1997 and 
August 2004) dividend of Rs. 11.14 lakh each for 1995-96 and 2001-02 on its 
entire share capital including the un-issued share certificates. 

In reply, the Management stated (July 2006) that Rs. 61 .80 lakh was initially 
given as share capital and accordingly booked under share capital, which was 
subsequently earmarked by the Government for the purpose of procurement of 

• l111ere.11 hu>' bee11 worked 0111 (I/ ratc.1 ra11gi11g from 4 to 5.5 per ce11t 011 the average 1110111h/y balance of.rnrpl11.1fumL1 
d11ri11g the period April 2001 to March 2006. 
7 Pri11npt1I (R."2.21 lakh) & i11terest (R.1. 3.66 /akh) at the i11tere.1t rare of 14 % applicable for overdraft> (m the 
Corpom1io11 lrad overdraft) 

173 



Cl/APTER- VII: Govemmeut Comml!rcia/ a11d Trading Activities 

vehicles for the Ministers. The reply is not tenable, as the Corporation should 
have exhibited this amount under Share Application Money instead of paid up 
capital and not declared dividend on the un-issued share capital. 

7.12.8 Human resources management 

7.12.8. I Appointment of Advisor 

The Government of Sikkim appointed (June 1996) an Advisor to the 
Corporation, wi thouL any enabling provision in the Proclamation for such 
appointment. From the date of appointment to the end of March 2006, the 
Corporation had incurred an expenditure of Rs. 18.44 lakh on the Advisor 
towards discretionary grant, HRA, vehicle charges, salary of driver and other 
Slaff attached wiLh him, medical faci lities, etc . No records of any advice being 
rendered by the Advisor to the Corporation during his entire tenure with the 
Corporation. hO\H~\er, could be shown to Audit. Thus, it could not be 
established whether the services (which cost Rs. 18.44 lakh to the 
Corporation) of the Advisor were gainfully uti lised by the Corporation. 

7. 12.8.2 A ••oidable expenditure on appointment of Officer on Special Duty 
(OSD) 

The Corporation appointed (November 2000) a medical doctor as an Officer 
on Special Duty (OSD) for its Kolkata unit (whose main activity was liaison 
work) on 9ontract basis initially for one year and subsequently on deputation 
(the same officer) from the Health and Family Welfare Department 
(H&FWD). The officer was continuing in the post till the date of Audit 
(August 2006) 

It was observed that there was no requirement of an OSD post at the unit as 
protocol , liaison and welfare activities associated with the unit were virtually 
non-existent. Further the Corporation had already in place a medical attendant 
for attending to welfare activities . The Corporation approached (March 2004) 
the H&FWD to bear the salary of the OSD, which was, however turned down 
(March 2004) by the latter on the ground that the OSD was nominated by the 
State Government despite its (H&FWD's) reservation on the matter. The 
Corporation did not pursue the matter further with the State Government while 
the officer continued in the post without any work. Thus, the expenditure of 
Rs. 8.53 lakh (November 2000 to April 2006) incurred by Lhe Corporation on 
the salary and allowances of the OSD proved wasteful besides being a drain on 
the overall resources of the Corporation. As a result of Audit observation, the 
BOD decided to place the services of the OSD under Sikkim Tourism 
Development Corporation, Kolkata as she was basically appointed to look 
after the affairs of the New Sikkim House which was not related with the 
activities of the Corporation. 

The Management replied (July 2006) that it was compelled co bear the 
establishment expendi ture of the officer under the orders of the State 
Government. However. the Corporation did not request the Government for 
reimbursement of salary and allowances of the Doctor 
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7.12.8.3 A voidable expenditure due to operation of excess staff 

Consequent upon disposal of six vehicles by the Corporation in February 
2003, the post of five drivers became surplus. The posts of these drivers were 
re-designated as "peon-cum-messenger" without the approval of the Board. 
The Corporation already had 10 peon-cum-messengers on its roll and as such 
the possibility of gainfully utilising the services of these drivers as peon-cum
messenger was very remote. Thus the expenditure of Rs. 14.43 lakh incurred 
on their salary and allowances (March 2003 to March 2006) was unfruitful. 

The Management replied (June 2006) that the surplus drivers were being 
utilised as peon-cum-messenger by the Corporation for distribution of LPG 
cylinders and added that their services might be required for the proposed 
trading activity with China at Nathula. The reply is an after thought as 
adjustment of surplus drivers as peon-cum-messengers was not need based and 
same was not approved by the BOD. Further it is not prudent to continue with 
the services of the surp lus dri vers in anticipation of their use in future, which 
is uncercain. 

7.12.8.4 Irregular appointments I regularisation of service 

The Corporation was appointing staff on contract basis and during January 
1998 to August 2001 , five Lower division clerks were appointed on contract 
basis. The BODs, however, decided (29 August 2001) that no such fresh 
appointments were to be made by the Corporation till further orders and all 
representations and recommendations received for appointment of fresh 
candidates to be placed before the Board for its consideration. 

Jn violation of the above orders of the BOD, one person was appointed in June 
2004 by the Corporation as a "Purchase & Sales Assistant'' initially on 
contract basis but subsequently regularised ignoring the five senior incumbents 
who had already been on the roll of the Corporation on contract basis since 
January 1998. Approval of the BOD was not taken for this transgression. 

In reply, the Management stated (June 2006) that appointment and 
regularisation of services of the above officials was made under the orders of 
the State Government. The reply is not tenable as i) the matter relating to the 
appointments I regularisation of service of staff of the Corporation came under 
the domain of the Board and ii) the referred orders of the State Government 
could nor be shown to Audit. 

7.12.9 Monitoring, evaluation and Internal Control Mechanism 

Internal control is a management tool used to provide reasonable assurance 
that the management objectives are being achieved in an efficient, effective 
and orderly manner. A good system of internal control comprises, imer-alia, 
proper a llocation of functional responsibilities within the organisation, proper 
operating and accounting procedures to ensure accuracy and the rel iability of 
accounting data, efficiency in operations (evaluation) and safeguarding of 
assets, competence of personnel commensurate with their responsibilities and 
dut1e::. and review/ monitoring of the work of one individual by another 
whereby possibil ity of fraud or error due to collusion is minimised. Internal 
Audit is an essential component of any internal contro l mechanism. Audit 
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observed that no Internal Audit or management information system was 
established by the Corporation o foresee periodical evaluation of performance 
and progress of various wings I functions of the Corporation, so that weak 
areas, irregularities could be exposed for timely remedial action. 

Some of the inadequacies noticed are mentioned below: 

7.12.9.J llladequate number of Board meetings 

In terms of the Proclamation, at least four Board meetings were to be held in a 
year and the interval between such meecings was to be not more than three 
months. Against the requirement of holding 20 meetings during the period 
200 1-02 to 2005-06, the Board met only four times during this period. While 
no Board meeting was held in 2003-04, it met on ly once in each of resc of the 
four years. 

The reply or the Management :June 2006) that the Board could not meet as 
required under the Proclamatio'1 due to preoccupation of the Board members 
consist111g of Secn.taries to the State Government and Members of Legislative 
Assembly is not tenable as there was no indication in the files that the 
Managemen had approached the Board members at appropriate intervals 
requesting dJtes for such mectirgs. 

7.12.9.2 No11-preparatiou of budget 

The Corporation d id not prepare any budgets outlaying its annual activities for 
any of the years covered during Audit, though required under the Proclamation 
(Clause 16). Hence performance of the Corporation could not be analysed. 
Further, as per Clause 18 of the proclamation, the Corporation should furnish 
to the Government of Sikkim, within six months of the close of the financial 
year. a statement of its assets and liabilities at the close of that year together 
with the Profit and Loss Account for the year, auditors report and the report on 
the working of the Corporation during the year. The Corporation could not 
comply with the above pro\'is ons due to delay in finalisation of accounts 
ranging from 1 year 9 months to 2 years 11 months. As of December 2006, the 
Corporation could finalise accounts only upto 2003-04. 

7.12.9.3 Demarcation of responsibilities for monitoring not done 

The Corporation had not evolved any monitoring mechanism in respect of 
receipt, custody and issue of stores. No specific allocation of duties and 
responsibilities among the sraff had been made with a view to fix 
responsibility for shortages and discrepancies. The Corporation also failed to 
evolve any rotation policy among the staff. An analysis of staff incumbency 
during the last ten years starting from the DGM/GM onwards revealed that for 
the last ten years (1997-2006) ro rotation of posting had been done in respect 
of seven officials. 

7.12.10 Acknowledgement 

Audit acknowledges the co-operation and assistance extended by different 
level of officers of the Corporation/Government at various stages of 
conducting the Performance Audit. 
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The above matters were reported to the Government in June 2006; their replies 
are awaited (December 2006). 

7.12.11 Conclusion 

The Corporation was not able to discharge its responsibilities successfull} as 
assigned to it especially in respect of purchase and supply of goods at 
economical rates by obtaining the material directly from the manufacturers or 
through DGS&D rate contracts. It also failed to reduce the time gap between 
the date of orders and delivery of material to the indenting Departments. 
Physical verification of stores al the instance of Audit revealed startling 
shortages of Rs. 2.68 crore. Board meetings were held infrequently. Proper 
tender procedures were not followed in purchase of cement and tyres & tubes 
in any of the years during 2001-06. The overall internal controls in the 
Corporation were very weak. 

7.12.12 Recommendations 

~ Bulk procurement should be resorted to from the manufacturers and I or 
DGS&D rate contract firms to avail maximum discount and procurement 
at economical rates. An item rate contract should be entered into with the 
manufacturers. 

~ Tender forma lities should invariably be followed in all cases of purchases 
for obtaining competitive rates. 

~ A prudent financial management shou ld be evolved so as to invest the 
surplus funds in term deposits depending upon the requirement of funds 
instead of keeping the surplus funds in current accounts. 

~ Internal control mechanism should be strengthened especiall y \\ ith regard 
to annual physical verification of stores and rotation of employees. 
Reasons for shortages of stocks worth Rs. 2.68 crore noticed dun ng 
physical verification conducted at the instance of Audit should be 
investigated. 

~ Board of Directors should meet once in three months as required under the 
Proclamation to enable prompt policy decisions and direction. 

7.13 

MINES, MINERALS AND GEOLOGY DEPARTMENT 

1 
(SIKKIM MINING CORPORATION) 

A voidable loss 

Failure of the Management in initiating timely action for reduction of 
contractual demand of power from 400 KV A to 100 KV A resulted in 
avoidable loss of Rs. 30.73 lakh. 

The Sikkim Mining Corporation (SMC) is a joint venture undertaking of the 
Government of Sikkim and the Government of India for promoting mining 
activities in the State. 

The SMC got reduced (October 1991) its contracted demand for high tension 
electric power supply from the Energy and Power Department (EPD), from the 
existing 600 KY A level to 400 KV A level, due to reduced demand. Ever 
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since, the SMC has been paying mmimum demand charges for 400 KVA high
tension supp ly of power to the EPD. 

A test check of records in Audit revealed (July 2005) th at due to decline in 
production during 2002-03 to 2005-06, the running hours of the plant also 
declined. As a resu lt, the consumption of electricity decreased from 77 KV A 
(92,400"' units) in April 2002 co 16.37 KV A ( 19,650• uni cs) in March 2006. 
Though the peak demand was 77 KV A during the last four years, the 
Management failed to approach (a~ of September 2006) the Energy and Power 
Department for reduction of contracted load from 400 KV A to 100 KV A. Had 
this been done in time, the SMC wou ld have had minimum demand charges of 
Rs. 4.80 lakh on 100 KVA (actual load of 77 KVA) instead of Rs. 28.40 lakh 
on 400 KVA and could have thus saved Rs. 24 lakh • during the period from 
April 2002 to March 2006. 

Further, due to non-reduction of the contracted load from 400 KV A to 100 
KV A energy charges were billed at Rs. 2.50 per unit (applicable for contracted 
load of 400 KV A) instead of Rs. 2 per unit (applicable for 100 KVA) resulting 
in further avoidable expenditure of Rs. 6.73"i. lakh towards energy charges for 
13,46,992 units consumed during 2002-03 to 2005-06. 

Thus, negligence of the Management in getting the contractual demand of 
electricity reduced in time resulted in avoidable loss of Rs. 30.73 lakh towards 
demand (Rs. 24 lakh) and energy charges (Rs. 6.73 lakh) to the SMC. Failure 
on the part of SMC was complete y unwarranred as it was already incurring 
regul ar losses and it was in its own mtere~t to have ensured reduction of load 
when production had gone dov. n. 

In rep ly, the Management stated (August 2006) that the matter had been taken 
up with Energy and Power Department. As of December 2006, however, the 
contracted/committed load had not been reduced. 

The above matter was reported to the Government in Apri l 2006; their reply is 
awaited (December 2006). 

COMMERCE AND INDUSTRIES DEPARTMENT 
(TEMl TEA BOARD) 

7 .14 Loss of interest 

Absence of an efficient fund investment management system Jed to non
inve tment of surplus funds ranging between Rs. 10.45 lakh a nd Rs. 93.72 
lakh during April 2001 to March 2005 and consequential loss of interest 
amounting to Rs. 10.19 lakh. 

Temi Tea Board, a departmentally managed undertaking under the Commerce 
& Industries Department, maintained its current accounts in the State Bank of 

• KVA (nJ x 500 .t :!.4 (Mul1iplyi111:ful'lorof1/re 1mer11y meter)= U1111.1 con111metl (92.4!JOJ 
' KVA (16.37) .f 500 x 2 4 (Mul1ipl1·111r: /urtor of tire ener~y mettr) = U11i1~ co111·umed (19.6SOJ 
• R111e for 400 KVA (R.1 . 150/KVAI - Rall' for 100 KVA (R.1.IOOIKVA/ = Rs. 50/KVA X ptriotl (48 montlr1J = 
2-1.00,000. 
!. Rutt! billl'd (R1. 2 50/unit - Rate 11pf1lirn/)/e (R1 . '2.00/ 1111i1) = R.1. 0.501111111X1111i1 <"011.111111ed (13,46,992) = R.r. 
6,73,496. 
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Sikkim (SBS) at Singtam branch for transactions arising out of its day to day 
operations. 

A scrutiny by Audit of records of Manager, Temi Tea Board for the period 
from April 2001 to March 2005 revealed (July 2005) that the Management had 
not formulated any fund invesrment management policy for investment of 
surplus funds either in short-term or long-term fixed deposits in banks so that 
there is no loss of interest. It was also noticed that no system had been 
formu lated for analysing and assessing monthly/yearly/periodic requirement of 
funds based on past trends of expenditure to identify surplus funds so that 
there is no Joss of interest on account of idle funds. 

The Management wi thout any analysis and assessment arbitrari ly invested 
surplus funds of Rs. 20 lak.h for 4 months, Rs. 25 lakh for 75 days, Rs. 25.25 
Jakh for 170 days and Rs. 25.64 lakh for 90 days in the fi xed deposits in 
November 2001, January 2003, January 2004 and February 2005 respecti\·ely. 
Audit analysis revealed that after deducting the investments made, the actual 
expenditure incurred during the month in question and a provision of 10 pc r 
cellt towards unforeseen expenditure during that month, the unit sti ll had idle 
surplus funds ranging between Rs. 10.45 Jakh (July 2001 ) to Rs. 93.72 lakh 
(November 2003) between April 2001 and March 2005 . 

Had the Management formulated an efficient and effective fund in vestment 
management policy, the surplus funds indicated above could have been 
invested in long-term fixed deposits of Rs. I 0 lakh for four 1cars and the 
remai ning amounts as short-term fixed deposit of 30 days duration at the rate 
of 4.25 to 5.50 per cent per annum and interest of Rs. 11.40 laJ...h* rnuld h,I\ e 
been earned as against the actual interest earning o f Rs. 1.21 lakh only du1ing 
April 2001 to March 2005, leading to loss of Rs. 10.19 lakh (Rs. I J. lO lakh 
minus Rs. 1.21 lakh). 

The above matter was reported to the Board/ Government in June 2006: their 
replies are awaited (November 2006). 

COMMERCE AND INDUSTRIES DEPARTMENT 
(SIKKIM JEWELS LIMITED) 

7.15. Wasteful expenditure 

Establishment of disposable plastic syringe project without proper 
market survey and feasibility study led to wasteful expenditure of 
Rs. 50.05 lakh. 

Sikkim Jewels Limited Company is mainly engaged in the business of 
manufacturing, trading in all kinds of synthetic sapphire jewels, bearings for 
meters, instruments, watches, gramophone needles, watch stones and similar 
and allied products. The Government appointed a consultant to prepare a 

aj R.r. 10.00 laU1for4 year1@ 9.5 % rompounded q11n r1erly 
b) Rs. 627.85 laklt @ 5.50 % I J65 tlay.1 x JO days 
r) Rs. 54 .4 2 /aJ.lt @ 4 .51 %1365 day.1 r JO i/ay1 
d) Rs. 1090.02 lakh @ 4.25 % I J65 ,, JO dav.1 
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turnaround proposal for the Company to make it a viable unit. The consultant 
proposed diversification of the Company's manufacturing activities to 
disposable plastic syringes and needles. The Managing Director appointed 
(August 2001) an agency• to prepare the Detailed Project Report (DPR) by 
September 200 l The agency was instructed to (i) prepare the project report 
within the cost limit of Rs. 40 l:ikh and, (ii) ensure tie-up with the foreign 
parties for sale of products . 

The Management released (December 2001) the agreed consultancy fee of 
Rs. 40,000 to the agency. The DPR submitted (February 2002) by the agency 
advised manufacture of disposable syringes and needles in 2 ml (50 lakh), 5 
ml (25 lakh) and 10 ml (25 lakh) sizes with an annual capacity of one crore 
syringes at a project cost of Rs. 55.42 lakh. The DPR clearly mentioned that 
the Company had conducted market survey of the products in both the 
domestic as well as international markets and assessed that there was very 
good scope for marketing of these products. It was further suggested that the 
sale in the domestic market would be done through existing 
distributors'/agents' network of the Company all over India. Foreign 
companies would also be tied up for buy back agreement to penetrate the 
international market. 

The proposal was placed (February 2003) before the BOD and the project was 
approved at a cost of Rs. 55.42 lakh and the State Government (Secretary, 
Industries Department) was requested to provide equivalent funds. There was, 
however, nothing on record to indicate if the Management and the Board had 
carried out any independent analysis of the feasibility and viability of the 
project and the returns that would accrue to the Company from such 
investment, before approving the project and its implementation. 

The Government released Rs. 55.40 lakh in two installments in February 2004 
(Rs . 24.31 lakh) and October 2004 (Rs. 31.09 lakh) as equity participation in 
the project. The Management accordingly placed orders for machinery and 
equipments between July and August 2004 and received the same between 
January and March 2005 after incurring an expenditure of Rs. 49.65 lakh upto 
August 2005. 

The Board decided (September 2005) to abandon the project and dispose off 
the machineries at suitable price since (i) adequate market linkage for the sale 
of products had not been worked out at all as the local market demand was far 
too small (30,000 pieces per annum) compared to the installed capacity of one 
crore pieces per annum, (i i) huge working capital was required and excessive 
administrative expenses were involved due to untrained staff and (iii) 
marketing efforts were deficient. The Board further resolved that "the line of 
product chosen for di versification does not suit at all" 

Failure to carry out a proper and realistic market survey as well as an 
independent analysis of the feasibility study of the project and completely 
relying on the inflated projections of the consultant ultimately led to the 
abandonment of the project leading to wasteful expenditure of Rs. 50.05 lakh 
(Rs. 49.65 lakh +Rs. 0.40 lakh). 

Mb Golc//i11e Pm.1ec1.1, New 01•/11i 
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In reply, the Management stated (August 2006) that the efforts are being made 
to dispose off the machinery and equipments through advertisements in 
leading newspapers. It was, however, observed that the Corporation could get 
the maximum offer of Rs. 25 lakh only and the Management had decided to 
advertise again in Economic Times. But as of December 2006, no further 
progress had been made towards disposal of the idle machinery and 
equipments. 

The above matter was reported to the Government in April 2006; their reply is 
awaited (November 2006). 

Gangtok 
The 7lh .March 2007 

New Delhi 
The 

(Amar Patnaik) 
Accountant General (Audit), 

Sikkim, Gangtok 

Countersigned 

(Vijayendra N. Kaul) 
Comptroller and Auditor General of India 
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Appe11dices to AudiJ Report for tire year e11ded 31 Marc Ir 2006 

APPENDIX-I 

Part A 

Structure and Form of Government accounts 

(Ref: Paragraph 1.1; Page 1) 

State Government Funds and the Public Account 
Part-I: Consolidated Fund 
All revenues received by the 
State Government, all loans 
raised by issue of treasury 
bills, internal and external 
loans and all moneys 
received by the Government 
in repaymellt of loans shall 
form one consolidated fund 
titled "Consolidated Fund of 
State" established under 
Anicle 266(1) of the 
Constitution of India. 

Part-II: Coi1tin2encv Fund 
Contingency Fund of the 
State established under 
Article 267(2) of the 
Constitution is in the nature 
of an imprest placed at the 
disposal of the Governor to 
enable him Lo make advances 
to meet urgent and 
unforeseen expenditure 
pending authorisation by 
Legislature. Approval of the 
Legislature for such 
expenditure and for 
withdrawal of an equivalent 
amount from the 
Consolidated Fund is 
subsequently obtained, 
whereupon the advances 
from the Contingency Fund 
are recouped to the Fund. 
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Par-111: Public Account 
Besides the normal receipts 
and expenditure of 
Government which related to 
the Consolidated Fund, 
certain other transactions 
enter Government Accounts, 
in respect of which 
Government acts more as a 
banker. Transactions relating 
to provident funds, small 
savings, other deposits etc. 
are a few examples. The 
public moneys thus received 
are kept in the Public 
Account set up under Article 
266(2) of the Constitution 
and the related disbursements 
are made from it. 
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APPENDIX-I 

PartB 

LAYOUT OF FINANCE ACCOUNTS 

(Ref· Paragraph I.I; Page 1) 

Layout of Finance Accounts 
State111e111 No. 1 presems tlze summary of t1wisact1ons of tlze State Government- receipts and expenditure, revenue 
and capital, public debt receipts and disbursements etc. in the Consolidated Fund, Comingency Fund and Public 
Accoum of tlze State. 
Statemem No. 2 co111ams tlze summarised statemem of capital outlay show111g progressive expenditure to the end of 
curre/lf year. 
Statement No. 3 gives financial results of irrigation works, their revenue receipts, working expenses and mumtenance 
charges, capital outlay, net profit or loss etc. 
Statement No. 4 indicates tlze summary of debt position of rhe State, which includes internal debt, borrowings from 
Go\'emmem of India, other obligations and servicing of debt. 
Statemellf No. 5 gives the mmmary of loans and ad1•ances given by the State Go .;ernmem during the year, repayments 
made, recoveries 111 arrears etc. 
Statement No. 6 gives the summary of guaramees given by the Govemmem for repaymellf of loans etc. raised by the 
stm11to1y corporations, local bodies and other instif/itions. 
Stateme/lf No. 7 gives the summary of cash balances and investments made out of such balances. 
Statemem No. 8 depicts the swmnary of balances under Consolidated Fund, Contingency Fund and Public Accoum 
as on 31 March 2006 .. 
Swtement No. 9 shows the revenue and expenditure under different heads for tlze currem year as a percemage of wtal 
revenue/expenditure. 
Statement No. JO indicates tlze dismbution between tlze charged and voted expenditure incurred during the year. 
Statement No. 11 indicates the detailed accoum of revenue receipts by minor heads. 
Statemem No. 12 provides accoums of revenue expendirure by minor heads under non-plan, State plan and capital 
expenditure major head wise. 
Statemellf No. 13 depicts the derailed capital expendiwre incurred during and to the end of the current year. 
Statemem No. /./ shows the details of investment of the State Government in statutory co1porations, Govemmeflf 
companies, otlzer JOillf stock companies, cooperari1•e ban/...s and societies etc. up to the end of the currem year. 
Statement No. I 5 depicts tlze capual and other expe11di111re to the end of tlle current year and the principal sources 
from which the fiuuls were provided for that expendiwre. 
Statement No. 16 gil'es the detailed accoum of receipts, disbursements and balance under heads of accou/11 relating 
to debt, Comingency Fund and Public Accoum. 
Statemem No. 17 presems the detailed account of debt and other mterest bearing obligations of the Government. 
Statement No. 18 provides the detailed accoum of Loans and advances given by the Govemmem of Sikkim, the amoum 
of loans repaid dur111g the year, the balances at the end of the year and the amoum of imerest received during tlze 
year. 
Statement No. 19 gives the details of balances of earmarked funds. 
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APPENDIX-I 

PartC 

List of terms used in Chapter I and basis for their calculation 

(Ref" Paragraph 1.3; Page 4) 

Terms Basis for calculation 
Buoyancy of a parameter Rate of GrQwlh of the garameter 

GSDPGrowth 
Buoyancy of a parameter (X) Raie of Growth of the garameter (X) 
with respect to another Rate of Growth of the parameter (Y) 
parameter (Y) 
Rate of Growth (ROG) [(Current year Amount/Previous year Amount)-1) * 100 
Trend/ Average Trend of growth over a period of 5 years [LOGEST 

(Amount of 1998-99: Amount of 2003-04 )-1] * l 00 
Share shift/Shift rate of a Trend of percentage shares, over a period of 5 years, of the 
parameter paramete1 in Revenue or Expenditure as the case may be 
Development Expenditure Social Services + Economic Services 
Weighted Interest Rate Interest Payment/ [(Amount of previous year's Fiscal 
(Average interest paid by the Liabilities+ Current year's Fiscal Liabilities)/2]* 100 
State) 
Interest spread GSDP growth - Weighted Interest Rates 
Interest received as per cent to Interest Received [(Opening balance + Closing balance of 
Loans Advanced Loans and Advances)/2]*100 
Revenue Deficit Revenue Receipt - Revenue Exoenditure 
Fiscal Deficit Revenue Expenditure + Capital Expenditure + Net Loans 

and P.dvances - Revenue Receipts - Miscellaneous Capital 
Receipts 

Primary Deficit Fiscal Deticit - Interest Payments 
Balance from Current Reveo"e I Reveo"e Roce;pt m;""' Piao g<aora aod Non-Plan Reveo"e 
(BCR) Expenditure excluding debi~ under 2048-Appropriation for 

Reduction or Avoidance of Debt. 

' 
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APPENDIX - II 
(Ref: Pa_ragraph 1.3; Page 3) 

SUMMARISED FINANCIAL POSITION OF THE GOVERNMENT OF SIKKIM 
AS ON 31 MARCH 2006 

(Rupees in crore) 
As on Ason 

31.03.2005 Uabilities 31.03.2006 

467.49 Internal Debt 569.21 
331.68 Market Loans bearmg interest 420.03 

62.02 Loans from LIC 68.91 
73.79 Loans from Olher institutions 80.27 

316.74 Loans and Advances from Central Government- 327.68 
5.49 Pre 1984-85 Loans 4.94 

71.96 Non-Plan Loans 88.99 
224.25 Loans for State Plan Schemes 216.62 

11 .84 Loans for Central and Centrally Sponsored Plan 13.63 
Schemes 3.50 

3.20 Loans for spec ial schemes --
--- Wavs and Means Advances 

511.71 486.96 
1.00 Contingency Fund 0.90 

291.90 Small Savings, Provident Funds, etc. 304.88 
2 1.90 Deposits 24.99 
67.46 Reserve Funds 83.06 

129.45 Remittance Balances 73.13 
1,206.48 Surolus on Government Accounts 1403.24 

1,037.57 Last year balance 1206.48 
168.9 1 Add Revenue Surplus 196.76 

2,502.42 Total 2787.09 
Mon Assets Ason 

31.03.2005 31.03.2006 
2,2 19.75 Gross Capital Outlay on Fixed Assets- 2565.48 

77.46 Investments in shares of Companies, 82.48 
Corporation, etc. 

2, 142.29 Other Capital Outlay . 2483.00 
6 .23 Loans and Advances- 6.09 

4.96 Other Development Loans 4.95 
1.27 Loans to Government servants and , 1.14 

Miscellaneous loans 
Reserve Fund Investments 

1.03 Advances 1.03 
(-) 27.01 Suspense and Miscellaneous Balances (-)38.10 

302.42 Cash 252.59 
-- Cash in Treasuries and Local Remmances 

8 1.58 Deposits with other Bank 170.93 
0.77 Departmental Cash Balance 0.75 

161.64 Cash Balance Investments 9.76 
58.43 Earmarked Funds Invested 71.15 

2 502.42 Total 2787.09 
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APPENDIX - III 

(Ref· Paragraph 1.3, Page 3) 

Abstract of Receipts and Disbursements for the year 2005-06 

( Ruoees i11 crore) 
Ret.-eipts ·',,. I Di~bu rscmcnts 

2004-05 2005-06 2004-0S c Non· Plan Total 2005-0G 
l Plan 

1011.29 Section A: Revenue 
I-Revenue 1088.20 S-t2.38 / . Reve1111e ex11cndil11re 891.44 
Receipts 
Tax revenue 147.23 G~neral services 1156 :!8 7 14 287.:!6 
Non-lax r evenue 113.94 S0C1al Services 0 
State's share of 18:!.13 Education. Sport,, Art and 11958 71142 198.00 
Umon Taxes Culture 
Non-Plan Grants 158.71 Health aml F:urnly 3048 :!141 51.89 

Welfare 
Water Supply. S:mitallon. 1633 2180 3813 
!lousing and Urban 
Development 
lnformauon and 1.49 2.40 389 
Broadcastin~ 

Grants for Siate 366.36 Welfare of Scheduled 0 74 540 614 
Plan Schemes Caste, Schedukd tribes 

and Other Backward 
Classes 

Grams for Cemral 119.83 Labour and labour 0.79 071 I 50 
and Centrally Welfare 
Sponsored Plan 
Schemes 

Social Welfare and 18.09 1618 34 27 
NutntlOO 
Others 3.96 - 396 
Economic Sen•ices 
Agncuhure and Allied 51.20 49.32 100.52 
ACllVlllCS 
Rural Develapmenl 054 31.86 3240 
Special Areas - 2.30 230 
Programmes 
lrngation and Flood I 41 7. 16 8.57 
Control 
Energy 32.09 9.80 4189 
Industry and Minerals 4.15 20.42 24.57 
Transoort 33 99 8.74 42.72 
Science Technology :u1d .. I 07 1.07 
Environment 
General Economic 2.28 10.08 12.36 
Sernccs 

LI -Revenue .. 168.91 Il-Re\•Cnue surplus 891.4-1 196.76 
deficit carried rnrricd over to ection-8 
over to Section-ll 

1011.29 1088.20 1011.29 1088.20 
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Receipts Disbursements 
2004-05 2005--06 2004-05 Non-Plan Plan Total 2005-06 

Section-B 
207.47 Ill-Opening 302.42 353.54 Ill -Capital Outlay -· 345.73 345.73 345.73 

Cash balance 
including 
Permanent 
Advances and 
Cash Balance 
Investment 
IV Miscellaneous General services 17 37 17.37 
Capital receipts 

Social St rvices 108.97 108.97 
Educauon. Sporu, An and 24.95 24.95 
Culture 
Ilea Ith and Fanuly 7.94 7.94 
Welfare 
Water Supply, Sanitauon. 75.95 75 95 
llous1ng and Urban 
De•cloomcnt 
Welfare or Scheduled 0. 13 0. 13 
Caste. Scheduled tribes 
und Other Backward 
Classes 
Soctal Welfare - -· 
Others - -
Economic Strv1cts 219.39 219.39 
Agricuhure and Alhed 5. 11 5. 11 
ACttVlllCS 
Rural Develooment 6.5 1 6.5 1 
Soccial Areas Programmes 24.83 24.83 
Irrigation and Flood 1.95 1.95 
co111rol 
Energy 88.02 88.02 
Industry and Minerals 7.9 1 7 91 
Transoon 7 1.47 7 1.47 
General Economic 13.59 13.59 
Ser-tees 

(· ) 0.24 V-ReCO\ Cries or 0.14 0.68 IV-Loans and 
Loan~ and Advances 
Advances disbursements 
From Power To Government --
Proiects Servants 
From Government To Others --
Ser-ants and 
From Others v ·RC\'Cnue deficit .. 

brou1tht down 
168.91 VI-Revenue 196.76 

surplus brought 
down 

192.99 Vil-Public debt 145.06 83.72 VI-Repayment or 32.40 
receipts Public Debt 
External debt - External debt 
Internal debt other 122.07 Internal debt other than -- 20.35 
than ways and Ways and Means 
means Advances Advances and Overdraft 
and overdraft 
Net transacuon Net transacuon under 
under Ways and Ways and Means 
Means Advances Advances including 
including over overdraft 
draft 
Loans and 22.99 Repayme111 of Loans and 12.05 
Advances from Advances to Central 
Central Government 
Government 

0.50 VlU-Amounl Vll-Expt!nditurc from 0. 10 
trartsrerred to ConUngency Fund 
Contingency 
Fund 

1415.37 IX-Public 1456.53 1244.64 VIII-Public Account 1470.09 
Account Receipts disbursements 
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Receiots Disbursements 
2004-05 2005-06 200-4-05 Non-Plan Plan Total 2005-06 

Small Savings and 73.81 Small Savings and 60.82 
Provident fund Provident Funds 
Reserve funds 28.55 Reserve Funds 12.94 
Suspense and 888.65 Suspense and 877.57 
Miscellaneous Miscellaneous 
Reminance 437.29 Remiuances 4936 1 
Deposlls and 28.23 Deposus and Advances 25.15 
Advances 

302.42 IX- Cash balance at lhe 252.59 
end 
Cash in Tre:isunes and 162.81 
Local Remittances 
Deposits with Reserve 8. 12 
Bank 
Depanmental Cash 71 90 
Balance including 
oermanent Advances 
Cash Balance 9.76 
Investment 

1985.00 Total 2100.91 1985.00 Total 2100.91 

189 



A.ppe11dice\ to Audit Rtportfor tire year ended 31March 2006 i 
APPENDIX - IV 

(Ref· Paragraph 1.3; Page 3) 

Statement showing Sources and Application of Funds 

(Rupees in crore) 
2004-05 Sources 2005-06 
1011.29 l. Revenue receipts 1,088.20 
(-) 0.24 2. Recoveries of Loans and Advances 0.14 
109.26 3. Increase in Public debt other than overdraft 112.66 

4 . Net receipts from Public Account 
Increase in Small Savings 12.98 
Increase in Deposits and Advances 3.09 

170.74 Increase in Reserve Funds 15.60 ( -) 13.56 

Net e ffect of Susoense and Miscellaneous transactions 11 .09 
Net effect of remittance transactions (-) 56.32 

1.291.05 Total l,187.44 
2004-05 Aoolication 2005-06 

842.38 l. Revenue expenditure 891.44 
0.68 2. Lending for development and other purposes -

353.54 3. Capital expenditure 345.73 
(-) 0.50 4. Net effect of contingency fund transaction 0.10 

94.95 5. Increase in Cash Balance (- )49.83 
1.291.05 Total 1187.44 
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APPENDIX-V 

(Ref: Paragraph 1.3, Page 3) 
Time Series Data on State Government Finances 

(Rupees;,, crore) 
- 2001-02 2002-03 2003-04 200-i-OS 2005-06 

Part A. Receipts 

1 Revenue Receipts 750.09 (95) 908.04 (96) 898.93 (91) 1,011.29 (91) 1,088.20 (93) 
(i) Tax Revenue 80.39 (10.72) 105.53 (5.07) 108.00 (8 .05) 116.95 (6. J8) 147.23 (13.52) 
Truces 0 11 Sales. 34.97 (43.50) 41.42 (39.05) 48.87 (45 .24) 48.18 (41.20) 56.65 (38.48) 
Trade. Etc. 
State Excise 17.59 (21.88) 22.45 (21.27) 25.25 (23.38) 32.69 (27.95) 32.96 (22.39) 
Truces on Vehicles 1.97 (2.45) 2.35 (2.23) 2.74 (2.55) 3.24 (2.77) 4.24 (2.88) 
Stamps and 

1.30 {l.62) 3.45 (3.27) 1.14 (1.05) 1.43 (1.22) 2.27 (1.54) 
Registration fees 
Land Revenue 0.51 (0.63) 0.40 (0.37) 0.18 (0.17) 0.44 (0.37) 0.61 (0.41) 
Other Truces 2.02 (2.51) 2.78 (2.63) 3.06 (2.83) 1.88 ( 1.61) 2.68 ( 1.81) 
Taxes on Income 
other than 22.03 (27.4) 32.67 (30.96) 26.76 (24.78) 29 .09 (24.87) 47 .82 (32.49) 
Corporation Truces 
(ii) Non-Tax Revenue 71.12 (9.48) 143.36 (15.79) 95.04 ( 10.57) lJ 1.36(11.01) 113.94 ( 10.47) 
(iii) State's share in 
Union taxes and 84.83 ( 11.3 I ) 77.20 (8.50) I 12.33 ( 12.50) 107.35 ( 10.62) 182.13 (16.74) 
dwies 
(iv) Grants in aid 

513.75 (68.49) 581.95 (64,09) 583.56 (64.92) 675.63 (66.81) 644.90 (52.26) from GO/ 
2 Misc. Capital 

Receipts - - - -- --
3 Total revenue and 

Non-debt capital 
750.09 908.04 898.94 1,011.29 1,088.20 receipts 

(1+2) 
4 Recovery of loans 

1.14 1.28 1.08 (-) 0.24 0.14 
and advances 

5 Public Debt 
91.37 (5) 78.53 (4) 137.02 (9) 192.99 (9) 145.06 (7) 

Receipts 
Internal Debt 
(excluding Ways and 

39.10 (42.79) 34.81 (44.33) 75.96 (55.44) 110.32 (57.16) 122.07 (84.15) 
Means Advances and 
Overdraft) 
Net transactions 
under Ways and - - - -- --Means Advances and 
Overdraft ' 
Loans and Advances 
from Government of 52.27 (57.21) 43 .72 (55.67) 61.06 (44.56) 82.67 ( 42.84 ) ~2.99 ( 15 .85) 
India# 

6 Total receipts in the 
Consolidated Fund 842.60 987.85 1,037.04 1204.04 J.233.40 
(3+4+5) 

7 Contingency Fund 0.03 0.50 - - --
receipts 

8 Public Account 967.41 1,356.15 1,193.34 1,415.38 1.~56.53 
receipts 

9 Total receipts of 
Government J,810.01 2,344.00 2,230.41 2,6 19.92 2,689.93 
(6+7+8) 
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2001-02 2002..()3 2003-04 2004..()5 2005-06 

Part B. Expenditure/Disbursem ent 

10 Revenue 
607.16 (74.22) 709.14 (77.15) 738.68 (77.73) 842.38 (70.40) 891 .44 (72.05) Exoenditure 

Plan 192.67 (31.73) 248.03 (34.98) 246.32 (33.35) 238.02 (28.26) 294.20 (33.00) 
No11-pla11 414.49 (68.27) 461.11 (65.02) 492.36 (66.65) 604.36 (71.74) 597.24 (67.00) 
General Services 
(includi ng interest 196.93 (32.43) 232.27 (32.75) 246.81 (33.41) 259.52 (30.81) 287.27 (32.23) 
payments) 
Social Services 226.67 (37.34) 238.74 (33.67) 262.84 (35.58) 306.64 (36.40) 337.78 (42.38) 
Economic Services 183.56 (30.23) 238. 13 (33.58) 229.03 (31.01) 276.22 (32.79) 266.39 (37 .89) 
Grants-in-aid and 

12.07 7.80 37.14 22.55 34.56 
contributions1 

11 Capital expenditure 210.73 (25.68) 208.98 (22.74) 21 1.49 (22.26) 353.54 (29.56) 345.73 (27.95) 
Plan 210.73 ( 100) 208.98 ( 100) 211.49(100) 353.54 (100) 345.73 (100) 
No11-pla11 - - - -- --
General Services . 8. 14 (3.86) 11.49 (5 .50) 12.77 (6.04) 16.49 (4 .66) 17.37 (5.02) 
Social Services 73.44 (34.85) 83.66 (40.03) 97.44 (46.07) 131.64 (37.23) 108.97 (31.52) 
Economic Services 129.15 (61.29) 113.83 (54.47) 101.28 (47.89) 205.41 (58.11) 2 19.39 (63.46) 

12 Disbursement of 
Loans and 0. 19 (0.02) 0.06 (0.01) 0.100 (.01) 0.68 (0.05) --
Advances 

13 Total 
818.08 9 19.18 950.27 1,196.60 1,237.17 

(10+11+12) 
14 Repayment of 34.20 40.35 84.1 7 83.72 32.40 

Public debt 
Internal Debt 
(excluding Ways and 

3.00 7.70 16.47 43.65 20.35 
Means Advances and 
Overdraft) 
Net transactions 
under Ways and - -
Means Advances and - -- --
Overdraft 
Loans and Advances 
from Government of 3 1.20 32.65 67.70 40.07 12.05 
India 

15 Appropriation to 
Continl?encv Funds 

- - - -- --

16 Total disbursement 
out of Consolidated 1,909.37 2,132.01 1,476.69 2,161.43 2,145.73 
Fund 
(13+14+15) 

17 Contingency Fund 
0.03 0.50 0.00 0.10 

disbursements -
18 Public Account 

908.38 1,311.79 1,204.82 1,244.64 1,470.09 
disbursements 

19 Total disbursements 
by the State 2,817.75 3,443.83 2,681.98 3,406.07 3,615.92 
(16+17+18) 

1 
Fomu purr ofSucial and £co110111ic Services 
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~ ~ 2001-02 2002-03 2003-04 2004-05 2005-06 
Part C. Defu:it 

20 Revenue Deficit 
(+) 142.93 (+) 197.90 (+)160.25 (+) 168.91 (+) 1~6.76 00-1) 

21 Fiscal Deficit 66.85 9.86 50.26 185.55 148.83 (1+2+4-13) 
22 Primary Deficit 

17.31 79.67 42.24 86.36 46.23 (21-23) 

Part D. Other data 

23 Interest Payments 
92.50 I (included in revenue 84.16 89.53 99.19 102.60 

expenditure) 
24 Arrears of Revenue 

(percentage of Tax 
1.36 2.16 15.11 3.91 7.86 

& Non-Tax 
Revenue receipts) 

25 Financial A istance 12.07 7.80 36.84 22.55 34.56 
to local bodies etc. 

26 Ways and Means 
Advances/ - - - - --
Overdraft availed 
(davs) 

27 Interest on Ways 
and Means - - - -- --
A dvances/Overd raft 

28 Gross State 
Domestic Product 1,139.25 1 ,25 1.35 (P) 1,358.18 (P) 1.530.40 (Q) 1,717.00(Q) 
<GSDP) 

29 Outstanding fiscal 806.06 867.68 966.45 1,107.07 1,350.87 
liabilities (vear end) 

30 Outstanding 
guarantees (year 95.70 95.70 86.10 82.47 84.47 
end) 

31 Maximum amount 
guaranteed (year - - - 88.10 84.47 
end) 

32 Number of 
37 36 76 60 l49 

incomolete proiects 
33 Capital blocked in 

24.64 13.60 184.19 222.84 313. 16 
incomplete orojects. 
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APPENDIX - VI 
(Ref: Paragraph 1.6.6; Page 14) 

Position of accounts and audit of autonomous bodies 
l · NameolBody ··~· ·1:1~ ;"?, ·.~:~ ..... '31 .. ·~~Amdlal Accounll , .· .'< " 

Sl. l , .. ~~/t.\ ... ;:_; "'f;,:;;.,," I;;'.,, ... 
··:· if~ .,, .. 

.. ·.~ . . F)nallse(l.u~ Audi~ upto 
';-r. ' •• .. .. '""~;· ·• 

l Council of Science and Technolo.11.y 2004-05 2004-05 
2 Institute of Hotel Management 2003-04 2003-04 
3 State Health and Welfare Society 2003-04 2003-04 
4 National Aids Control Society 2004-05 2004-05 
5 Paljor Namgyal Gi rls Higher Secondary School 2003-04 2003-04 
6 Prevention and Control of Blindness Soci ty 2004-05 2004-05 
7 Sikkim Co-operative Supply and Marketing Federation 2004-05 2004-05 

Limited (SIMFED) 
8 Sikkim Institute of Rural Development (SlRD) 2004-05 2004-05 
9 Sikkim Milk Union (SMU) 2005-06 2005-06 
10 Sikkim Renewable Energy Development Agency 2004-05 2004-05 

(SREDA) 
l l Sikkim Research lnstitute ofTibetology 2004-05 2004-05 
12 Sikki m Rural Development Agency (SRDA) 2004-05 2004-05 
13 Sikkim State Commission for Women 2005-06 2005-06 
14 Sikkim S tate illness Fund Association 2003-04 2003-04 
15 Sikkim Urban Development Agency (SUDA) 2004-05 2004-05 
16 Small Farmers Agri Business Consortium 2004-05 2004-05 
17 State Le.11.al Service Authoriw (SLSA) 2004-05 2004-05 
18 State Leprosy Society 2005-06 2004-05 
19 Tashi Namgyal Academy (TNA) 2003-04 2003-04 
20 Sikkim Co-operative Milk Producers Union Limited (SMU) 2004-05 2004-05 

2 1 Sikkim Khadi and Village Industries BoarJ 2005·06 2005-06 

22 Sikkim Co-operative Supply and Marketing Federation Ltd. 2004-05 2004-05 
(SIM FED) 

23 Panchayat Raj lnsutuuons (PRI) 2004-05i 2004-05 

2 Only West district Zilla Pa11c/1ayat submitted the accounts for 2004-05 prior to this no account was submitted by 
any of the PR/. 
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APPENDIX - VIl 

(Ref: Paragraph 2.3.1; Page 25) 

Statement showing areas in which major savings occurred 
(RurJees in crore) 

SI. Grant Section Areas in which major savlnp occurred Savinp 
No No. 

l l Revenue 2435 - Other Agricultural Programme - others - Other Macro 0.48 
Management in Agriculture (100% CSS) 

2 3 Capital 4059 - Capital outlay on Public Works - Office building - 1.52 
Construction - Building and Housing Department 

3 7 Capital 4202 - Capital Outlay on Education. Sports, Art & Culture- 2.38 
General Education-University and Higher Education-Building 

4 19 Revenue 2702 - Minor Irrigation - Suspense - Irrigation Department 0.76 
5 19 Capital 47 l I - Capital Outlay on Flood Control Project - Drainage - 4.96 

Civil Works - East District 
6 31 Capital 480 l - Capital Outlay on Power Projects - Accelerated Power 5.22 

Development an Reform Programme (East) (CSS) 
7 33 Capital 42 15 - Capital Outlay on Water Supply and Sanitation - 2.00 

Sewerage and Sanitation - Sewerage Services - Drainage and 
Sewerage System in Gangtok 

8 34 Revenue 3054 - Roads & Bridges - District & Other Roads - Road Works 0.03 
- District Roads 

9 34 Capital 5054 - Capital Outlay on Roads and Bridges - Surface 1.99 
Strengthening 

10 35 Revenue 2216 - Housing - Rural Housing - Distribution of GCI Sheets to 1.97 
the Rural poor 

l 1 37 Revenue 3055 - Road Transport - Sikkim Nationalised Transport - 0.04 
Operation 

12 38 Revenue 2236 - Nutrition - Other Expenditure 0 .08 
13 38 Capital 4235 - Capital Outlay on Social Security and Welfare - 1.25 

Construction of Anganwadi Centre- Major Works (100% CSS) 
14 40 Capital 5452 - Capital Out1ay on Tourism - Construction of Indian 2.95 

Himalayan Centre for Adventure & Eco Tourism at Chamchey 
(100% CSS) 

15 41 Capital 4217 - Capital Outlay on Urban Development - National Urban 9.80 
Renewal Mission 
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APPENDIX - VIII 

(Ref: Paragraph 2.3.4; Page 27) 

Statement showing unnecessary supplementary provisions 
(Rupees in crore) 

Sl. Grant Name or Grant Section Original Supplementary Total Expendi- Savings 
No. No. provision provision provision lure 

during 
the vear 

l 4 Cooperation Capital 0.27 1.00 1.27 0 .21 1.06 

2 7 Human Resources Development Capital 35.78 6.39 42. 17 17.15 25.02 
3 12 Forestry and Environment Capilal 3.57 0.25 3.82 2.49 1.33 

Management (Capital) 
4 16 Commerce and Industries Revenue 12.06 0.25 12.31 11.70 0 .61 
5 19 Irrigation & Flood Control Revenue 12.23 0.21 12.44 9.0 1 3.43 
6 19 Irrigation & Flood Control Capital 6.22 1.00 7.22 1.95 5.27 

7 31 Energy and Power Capital 110.88 24.90 135.78 88.12 47.66 
8 33 Water Security and Public Health Capital 31 .08 3.22 34.30 25.03 9 .27 

Engineering 
9 34 Roads & Bridges Capital 92.12 5.99 98.11 58.67 39.44 

10 35 Rural Management and Revenue 53.08 1.22 54.30 46. 14 8.16 
Development 

11 37 Sikkim Nationalised Transport Revenue 23.51 0.07 23.58 18.83 4.75 
12 38 Social Justice, Empowerment and Revenue 29.89 1.88 31.77 24.31 7.46 

Welfare 
13 38 Social Justice, Empowerment and Capital 2 .38 0.08 2.46 0. 13 2.33 

Welfare 
14 39 Soorts & Youth Affairs Caoital 8.30 1.00 9.30 7.32 1.98 
15 40 Tourism Capital 19.44 5.83 25.27 13.59 11 .68 
16 41 Urban Development & Housing Revenue 18.80 0.48 19.28 17.41 1.87 
17 41 Urban Development & Housing Capital 5.12 9.80 14.92 2.88 12.04 
Total 464.73 63.57 528.30 344.94 183.36 
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10 
11 

12 
Total 

Appe11dices to A 11dil Report /or the year e11ded 31 March 2006 

APPENDIX - IX 

(Ref: Paragraph 2.3.4; Page 27) 

Statement showing cases where supplementary provision obtained proved excessive 
(Saving in each case being 'more than Rs. 10 lakh) 

Rupees in crore) 
Grant Name of Grant Section Original Supple- Total Expendi- Savings 

No. provision mentary provision tu re 
provision during 

the year 
1 Food Security & Revenue 20.90 7.87 28 .77 27.33 1.44 

Agriculture Development 

5 Culture Affairs and Revenue 4 .25 1.14 5.39 4 .44 0.95 
Heri tage 

7 Human R~sources Capital 35.78 6.39 42.17 l 7. l5 25.02 
Development 

12 Forestry and Environment Revenue 21 .39 3.89 25.28 25.07 0.21 
Management (Capital) 

13 Health Care, Human Capital 4.80 4.12 8.92 7.94 0.98 
Services and Family 
Welfare 

16 Commerce and Industries Capital 2.54 8.33 10.87 7.87 3.00 
18 Information Techno logy Revenue 2.60 11.43 14.03 13.88 0.15 
22 Land Revenue and Revenue 24.61 12.96 37.57 35.10 2.47 

Disaster Management 
30 Police Revenue 62.82 6.86 69.68 67.48 2.20 
30 Police Capital 3.10 3.60 6.70 3.36 3.34 
35 Rural Management and Capital 54.03 15.24 69.27 61.87 7.40 

Development 
39 Sports & Youth Affai rs Revenue 5.49 2.78 8.27 5.92 2.35 

242.31 84.61 326.92 277.41 49.51 
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Grant No. 

3 

10 

Appropriation 

14 
24 

Aooropriation 

APPENDIX-X 

(Ref: Paragraph 2.3.4; Page 27) 

Statement showing cases where expenditure exceeded Budget Provision 
but no supplementary grant was obtained 

(Rupees in crore) 
Name or Grant/Appropriation 

.. 

Section Original Expenditure Excess 
provision/ during the 

-· Appropriation year 
B ui lding & Housing (Voted) Revenue 6.42 6.73 0.31 

Finance, Revenue and Expenditure Revenue 111.99 115.32 3.33 
(Charged) 

Governor (Charged) Revenue 2.05 2.19 0.14 

Home (Voted) Revenue 11.12 12.33 1.21 

Legislature (Voted) Revenue 3.71 3.95 0 .24 

Public Service Commission (Charged) Revenue 0.54 0.57 0 .03 

Total 135.83 141.09 5.26 
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APPENDJX - XI 

(Ref · Paragraph 2.3.4; Page 27) 

Statement showing cases where supplementary prov.ision proved insufficient 

(Rupees in crore) 
Grant No. Name or Section Original ·Supplementary Actual Final 

G ranU Appropriation provision Provision Expenditure excess 
2 Animal Husbandry, Revenue 17.35 0.48 18.37 0.54 

Livestock, Fisheries 
and Veterinary Services 

7 Human Resources Revenue 169.32 14.31 188.78 5. 15 
Development 

Total 186.67 14.79 207.15 5.69 
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APPENDIX - XII 

(Ref: Paragraph 2.3.5; Page 27) 

Statement showing persistent savings 

(Ruoees in crore) 
SI. Grants Name - Section 2003-04 2004-05 2005-06 
No No -
1 16 Commerce and Industries Capital 2.88 1.11 3.00 

(60) (15) (28) 
2 31 Energy and Power Capital 13.27 35.81 47.66 

(23) (26) (35) 
3 39 Sports & Youth Affairs Revenue 0.49 l.22 2.35 

(17) (3 1) (28) 
4 40 Tourism Capital l.81 10. 13 11.68 

(23) (62) (46) 

(Figures in brackets indicates percentage to total provision) 
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APPENDIX - XIII 

(Ref: Paragraph 2.3.7; Page 28) 

(a) Statement showing cases in which funds were injudiciously withdrawn by re
appropriation although the account showed an excess expenditure over provision 
(original plus supplementary) 

1 Rupees i11 lakh) 
SI. .Grant Major Head atTecting the Total Grant Actual Excess Amount of re-
No No. grant (Original plus Expenditure appropriation 

suoolementary) 
I 2 2403 - Animal Husbandry, 

Livcs1ock, Fisheries :ind Ve1erinary 
Services 
001 - Direction & Administration 157.75 177. 15 19.40 0.50 
60 Administration 

2 2 2405 - Fisheries 
001 - Direction & Administraiion 80.57 96.32 15.75 0.20 
60 - Establishment 

3 7 2202 - General Educa1ion 
01 - Elementary Education 353.00 353.44 0.44 1.00 101 -Government Primary School 
62 - Primary School 

4 12 2406- Forestry :ind Wild Life 
02 - Environmental Forestry and 

84.75 88.34 3.59 1.34 Wild.Life 
11 2 - Public Gardens 

5 13 221 O - Medical :ind Public Health 
06 - Public Health 
I 0 I - Prevention :ind Control of 

81.75 95.01 13.26 2.13 Diseases 
66 - Naiion:tl M:ilaria Eradication 
Pro2ramme 

6 22 2029 - Land Revenue 
70.38 78.32 7.94 0.07 001 - Direclion :ind Administration 

7 22 2053 - Districl Adminislration 252.78 267.47 14.69 1.37 093 - Dislrict Es1ablishment 

8 22 2053 - Districl Adminis1rat1on 
094 - Other Esiablishments 
60 - Sub-Division:il 104.94 116.26 11.32 1.04 
Establishments 
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(b) Cases where funds were withdrawn by re-appropriation in excess of available 
savings 

(Rupees in lakh) 
Grant Head or Account 1; Total Grant Actual Actual Amount or 
No. (Original plus Expenditure Savings Appropriatio 

suoolementarv) n 
2 2403 - Animal Husbandry 

103 - Poultry Development 72.16 32.75 39.41 42.50 
68 -Intensive Poultry D~velopment 

7 2202 - General Education 
100.00 50.15 49.85 65.00 

108 - Text Book 
7 4059 - Capital Outlay on Public Works 

Ol - Office Bui lding 
05 l - Construction 72.42 24.85 47.57 50.94 

' 
81 - Strengthening/Modernisation of 
existing ITI (100% CSS) 

13 2210 - Medical and Public Health 
Ol Urban Health Service 

307.35 245.97 61.38 71.70 
001 - Direction & Administration 
60 - Establishment 

16 285 l - Village and Small Industries 
102 - Small Scale Industries 27.57 20.ll 7.46 7.59 
65 Hand made paper unit 

19 4711 - Capital Outlay on 
Flood Control 

200.00 168.65 31.35 4l.15 
0 I Flood Control 
800 - Other expenditure 

30 2055 - Police 
4.08 116 - Forensic Service 27.74 26.81 0.93 

35 4215 - Capital Outlay on Water Supply 
and Sanitation 
46 - West District 150.00 74.10 75.90 77.56 
81 - Accelerated Rural Water Supply 
Programme (100% CSS) 

39 4202 - Capital Outlay on Education, 
Sports, Art & Culture 
03 - Sports and Youth Services 

930.28 731 .89 198.39 200.00 
102- Sports Stad ia 
61 - Stadium, Gymnasium and 
Playgrounds 
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(c) Cases in which funds were injudiciously augmented by re-appropriation of funds in 
excess of what was actually required to cover the excess expenditure over the 
provision (Original plus supplementary) which ultimately resulted in savings 

(Rupees in lakh) 
Grant Head of Account Total grant Achml Excess Amount of 

No. (Orlgirull plus Expenditure Appropriation 
- supplcmentarv) 

2 3 4 5 6 
I 2402-Soil and Water Conservation 

001 - Direction & Administration 
147.40 162.28 14.88 2543 0 I - Agriculture Department 

13 22 10 - Medical and Public Health 
110 - Hospital & Dispensaries 
62 - Central Referral Hospital, Gangtok 1,01 5.05 1,105.55 90.50 96. 10 
(STNM) 

15 2401 - Crop Husbandry 
I 04 Agriculture Farms 

219.59 219.69 0 .10 7.46 16 - Horticulture Department 
16 2851 - Village and Small Industries 

200- Other Village Industries 
90.00 92.56 2.56 3.80 68 - District Industries Centre 

38 2235 - Social Security and Welfare 
02 - Social Welfare 
001 - Direction and Administration 207.49 224.69 17 20 20.M 
39 - Social Welfa1e Department 

(d) Cases in which funds were injudiciously augmented by re-appropriation of funds 
even though the actual expenditure fell far short of the provision (original plus 
supplementary) 

(Rupees in /akh) 
Grant Head of Account Total Grant Actual Savings Amount of 

(Or iginal plus Expenditure Re-appropriation 
suoolementary 

3 2216- Housing 
01 - Government Residential Buildings 

95.55 93.76 1.79 3.62 I 06 - General Pool accommodation 
03 - Building & Housing Department 

12 3435 - Ecology and Environment 
03 - Environmental Research and 

15.34 13.30 2.04 0.96 
Ecological Regeneration 
001 - Direction & Administration 

40 3452 - Tourism 
I 02 - Tourist Accommodation 57.21 55.51 1.70 1.93 
60 - Establishment 

40 3452 - Tourism 
104 - Promotion & Publicity 295.00 272.68 22.32 17.95 
63 - Tourist Development Activities 
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APPENDIX - XIV 
(Ref: Paragraph 2.3.8; Page 28) 

Statement showing trend of recoveries and credits 

(Rupees in crore) 
Grant No Gran( No. and Name of the Budget Estimate Actuals Actuals compared with 

Grant the Budget Estimate 
- More<+)fLess(. ) 

3 Building & Housing 0.49 0.41 (-) 0.08 
12 Forestry & Environment 1.00 0.85 (-) 0.15 

Management 
19 Irrigation & Flood Control 1.00 0.45 (-) 0.55 
22 Land Revenue and Disaster 14.42 12.10 (-) 2.32 

Management 
31 Energy and Power 0 0.02 (+) 0.02 
34 Roads & Bridges 0.36 0.84 (+) 0.48 
35 Rural Management and 0.50 0 (-) 0.50 

Development 
Total 17.77 14.67 (-) 3.10 
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-DO-

-DO-

19. 10.06/-

28.10.2006/-

Do 
Do 

Do 
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APPENDIX - XV 
Statement showing non-production of records 

(Ref: Para2raph 5.1.15.5: Pa2e 139) 
Department Records requisitioned for 

DOPART I .Deployment of man power, 
sancLioned sLrengLh , 

-DO- 2. Records regarding conduction 
of examination and 
recruitment/cond11ions of service 
of Ministerial and Executive posts. 

-DO-

-DO-

-DO-

-DO-

-DO-

Forest 

SPWD/R&B 

DES ME 
Power and 
enernv 
HRDD 

3. Cases of Ad-hoc promotions 

4. Training of officials and 
feedback 

*Deputation 
Lhereof 

and absorption 

*Sanctioned sLrength and Records 
of public grievances 

• Files/Records of inter 
departmental Lransfer and posting 

Notification in respect of uniform 
length of service for promotion 
from junior grade to suppenime 
grade 

ResLructunng of Sikkim State 
Civil Service Cadre. 

Copy of High Court Directives and 
direct appointment of DSP 

Reasons for savings of budget 

Sanctioned strength of IFS and 
SFS 
Justification of creation of 
additional posts 
Do 
Do 

Do 
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Reminder 
issued on 

10.04.2006 
18.4.06 

01.05.2006 
01 .5.06 

05.05.2006 
09.05.2006 
18. 10.2006 

07-11-06 

What could not be verified 

I. Insufficient information 
provided and audit could not 
verify the actual Man in 
Position of each department m 
the absence of records. 
2. Any naws regarding 
recruitment and condiuons of 
service matters alongwath 
actual number of recruitment 
for placement. 

3. ecessity of ad-hoc 
promouons 

4. Whether 
imparted as 
evaluation 
performance. 

Lrammg were 
per norms and 

done on 

• Whether absorption 
resulted into any irrational 
deployment of manpower. 

• Unbiased views on public 
grievance and timely 
disposal of such cases. 

• Systematic and logical 
Lransfer and posting. 

Reply of the DOPART could 
not be verified. 

Upgradauon of posts could not 
be analysed. 

Excess men-in-position m DSP 

Control of sanctioned grants/ 
appropriation by the Head of 
the department. 

Verification of actual 
placement of manpower 
-DO-

Do 
Do 

Do 
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APPENDIX - XVI 
(Ref· Paragraphs 7.2.3, 7.2.4, 7.3 & 7.6.2; Pages 157 & 161) 

Particulars of paid up capital, budgetary outgo, loans given out of budget and loans outstanding as on 31 March 2006 in respect of Government companies and 
Statutory corporations 

lr tRt1res 111 co11111111.Jfa}10 "I({) are m1pees 111 taKllJ 
,. ·- - -· ·- - Equity/loans 

rec:elftd out of 
Other 

Loans' oulst:mdlng a l the cl0>;e or Debt equity ratio 
- Paid Up capital U at the ftJd of CUn'ml year 

Budget during loans 
2005-06 for 2005-06 

SI Sector and name al compauy received the year 
during the 

(Previou~ years) 
State Cent ral Holding -l(f)/3(ei ,. 
Go..emment Go..emment comua.nles Others Total Equity Loans year Go~~mmenl Others Total 

I 2 Jin) Jib) J(c) J(d)' JleJ 4fn) 4(b) 4(c) ./Id) ./Id 41fl 5 
A. Workine Go,•ernment Comnanies 

I . Co11sumer Industries 
I Sikkim Jewels Limited (SJL) 981.02 . . 78.13 1.059. 15 356.00 . . - 35.50 35.50 0.03'.l(0.11:1) 
2 Sikkim Time Coroor:uion Limited (STCL) 119854 - - - 1.198.54 76.00 - - - - -
3 Sikkim Precision Industries Limited (SPIL) 370.00 - - 370.00 - - - - - -

Sector wise Total 2,549.56 - 78.13 2,627.69 432.00 - - 35.50 35.50 0.01:1(0.04:1) 
II. Genera/ Financial a11d 

Tradilll! l nstilutioru 

4 
Sikkim lnduslfial Development and lnveslfnent 1.682.50 - - 636.80 2.319.30 - - - 202.87 36.87 239 74 0.10 1(0.11:1) 
Corporation Limited (SlDICLl 

Sector wise Total I 682.50 - 636.80 2,319.30 - - - 202.87 36.87 239.74 0.10:1(0.11:1) 
Ill. We/fare 

Schedule Caste, Schedule Tribe and Other 328.60 151.30 . - 479.90 - - - - 1,195.47 1, 195.47 2.49: I (2.49: I) 
5 Backward Class Development Corporation 

Limited (SC/STIOBCDCL) 
Sector wise Total 328.60 151.30 - 479.90 - - - 1195.47 J 195.47 2.49: 1(2.49:1) 

I V. Tourism 
6 Sikkim Tourism Devcloomcnt Coroorauon 674.87 - - - 674.87 50.00 - - - - - -

Sector wise Total 674.87 - - 674.87 50.00 - - - - -
v. Powu 

7 Sikkim Power Dcvclooment Coroor.uion <SPnn 340.00 - - 340.00 - - . - 5,001.00 5.001.00 14.71: 1( 14.7 1: 1) 
Secto r wise Total 340.00 - J.io.oo - - - s 001.00 5 001.00 14.71 :1(14.71:1) 

VI. Animal l/usbandrv 
8 SilJ<im Poullfv Develoornenl Corooralion <SPDO - - - - . - - - - -
9 Sikkim Hatcheries Limited (SHL) - - 43.83 2.00 45.83 - - - 25.55 25.55 0.56: 1 (0.56: I) 

Sector wise Total - 43.83 2.00 45.83 - 25.55 25.55 0.56: 1(0.56: I) 
Total A (Workine Government Companies) 5,575.53 151.30 43.83 716.93 6,487.59 482.00 - 202.87 6,294.39 6 497.26 l .00: )(1.09:1) 
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B. Workln2 Statutory CorPOrations 
I . Financing 

I I State Bank of Sikkim CSBSl 53.38 . 500 58.38 . . . . . . 
Sector wise Total 53.38 . 5.00 58.38 . . . . 

II. Miscdlantou.s 
2 I Sikkim Minin2 Comnration CSMO 611.50 589.00 . . 1.200.50 . . . . 54.00 54.00 0.04: 1 (0.04:1) 
3 I State Trading Comoration of Sikkim ISTCSl 111.38 . . . 111.38 . . . . . 

Sector wise Total 722.88 589.00 . I.JI 1.88 . . . . 54.00 54.00 0.04: 1 (0.04: I) 
T otal B (Workln2 Statutori• Corporations) 776.26 589.00 . 5.00 1.370.26 . . 54.00 54.00 0.04:1 C0.04:1) 

Grand Total CA + Bl 6351.79 740.30 43.83 721.93 7 857.85 482.00 . 202.87 6 "ld8.39 6.551.26 0.83: 1 (0.90: J) 

c. Non-workln2 Government Comoanies 
/. Consumt r lndustms 

I I Sikkim Flour Mills Limited ISFMLl 27.90 . . . 27.90 . . . . . 
Sector wise Total 27.90 . 27.90 . . . . . . 

II. Animal Husbandry 
? I Sikkim Livestock Processing and Development 35.00 34.00 . . 69.00 . . . . . 
- CorPOration (SLPDCl 

Sector wise Total 35.00 34.00 . 69.00 . . . . 
/II. Transoort 

3 I Chandman Workshop and Automobiles Limited 30.00 . . . 30.00 . . . . . . 
CCWALl 

Sector " ise Total 30.00 . . . 30.00 . . . 
Total C <Non-workln2 Government Comoonies) 92.90 34.00 . . 126.90 . . . . 
o. Non-workln2 Statutorv Cor oorations 

I Nil . . . . . . 
Total D CNon·worklna Statutorv Coroorationsl . . . . . . . . . 

Grand Total CC+ 0) 92.90 34.00 . 126.90 . . . . . 
Grand Total CA+B+C+O) 6444.69 774.30 43.83 721.93 7 984.75 482.J)() 202.87 6.348.39 6.551.26 0.82:1 (0.88 :1) 

Note: Exrtpt i11 respect of compa11ies and corpora1io11s whichjifUIUsed rlteir accou/l/s for 2005-06, figures are provisional and as gi>'en by tire compa11ieslcorporatio11s. 
Figures i11 rolumn 3(b) to 3(d) and colwrm 4(b) to 4(e) 1au11from latest A1111ual Accow11s oft/re PSUs. 

# Loans outsta11di11g at tire close of 2005..()6 represt/l/s long rerm /oa11S 011/y. 
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APPENDIX - XVII 

(Ref: Paragraphs 7.4, 7.5, 7.5.2 (iv), 7.6.4 & 7.6.5; Pages 158,159,161 & 162) 
Summarised financial resulls of Government Companies and Statutory Corporations for the latest year for which accounls were finalised 

F, . ·t11urt!S rn cotumns 1 ro u ann 1:i are Ku~us in uncn) 
... 

~ Year In Net Total 
Percentage 

Arreanot 

Name ot tbe CompanjlCarporadoB i: .· .. 
~ ot Date ot Period wbkb 

Net 
Imp.a Paid up 

Accumulaltd Capita I 
tttum on ot total 

llCCOUIJts Total Number 
SI DePut· ' IDcorpo- ot Prnflt(+)/ Prolil(+)/ EllliJlo>etl ~tum Oil ot . ' . . ·. -: . awd ndoa Account actounts 

Loss(-) 
o( audit Capital Loss(·) l."1lpltal 

capital 
In leJml lumoftr 

~ •. flmlbed comments • employed ot,un 
' . emnloved 

I 2 ) 4 5 6 7 8 9 JO II 12 /) 14 15 16 
A, Working Government Comnanies 

J. ConsumerJndustries 
I Sikkim Jewels Llmncd (SJL) Industries JuL 1976 2005-06 2006-07 (-l 40,61 . 790,36 (-l 3.03 578.03 . - . 240.89 121 
2 Sikkim Time Cornorotion Limilcd <STCL) Industries 0cL 1976 2003-04 2005-06 1-) 329, 13 . 1.122.54 I-) 292 67 468.63 - - 2 239,51 134 
3 Sikkim Precision Industries Llmiicd (SPIL) Industries Feb. 1999 2004-05 2005-06 (-) 35.80 060 37000 (-l 49 29 311.34 - I 22.71 65 

Sector wise Tot al (-) 4055' 2,282.90 (·) 34.t.99 1.358.00 . 503.11 320 
II. Gentral Finaricial and 

Tradine JnsJilutians 
4 Sillim Industrial Development and Industries Mar 1977 2004-05 2005-06 (+) 56 00 3.20 1,714.30 (-) 628 44 1.277.91 (+) 6109 4 78 I 108 76 37 

Jnvestmcn1 C"'()fTJOrotloo Lunitcd CSIDICLl 
Sector wise Tola I (+) 56.00 I 714.30 <-> 628.44 l 277.93 (+) 61.09 4,78 108.76 37 

Ill. \Ve/fare 
5 Schedule Caste. Schedule Tribe and Other Welfare Apr. 1996 2003-04 2004-05 (-) 12 73 955 15 (-) 438 52 1,712.10 (+) 38.10 2 23 2 90 13 23 

Back ward Class Development Corporation 
Limited CSC/ST/OBC DCLl 

Secto r Wise Total (.) 12.73 955. IS (.l 438.52 1 712.10 (+) 38.10 2.23 90.13 23 
JV. Tourism 

6 S1kk1m Tourism Development Corporauon Tourism Feb. 1998 2004-05 2005-06 (-)41.03 646.37 (-) 257.74 389.22 - I 78. 12 84 
<STDCl 

Sector wise Total (-) 41.03 646.37 1-1257.74 389.22 - . 78.12 84 
v. Po wer 

7 Sikkim Power Development Corporation Power Dec. 1998 2004-05 2005-06 (') 340.00 . 950 56 - . I . 35 
(SPDC) 

Sector wise Total 340.00 . 950.56 . . JS 
VJ. Animal llusbandry 

8 Sikkim Poultry Development Corporation Ltd All & VS Mar. 1991 2001-02 2003-04 (·) II 82 - (-) 26.04 9.72 . 4 . 5 
CSPDCLl 

9 Sikkim Ha1cheries Limited ISHLl AH&VS Aue. 1994 2001-02 2003-04 (-l 12 29 45.83 T-l 49.05 88.41 . - 4 12005 21 
Sector wise Total (.) 24.11 45.83 T-l 75.09 98.13 . 120.0S 26 

Total A (Working Go.-i!mment Comparues) 1-1427.41 s 98-1.55 (.) 1 744,78 5 785.94 (+) 99.19 1.71 900.17 525 
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B. Work.in!! Statutory Coroorallon 
I . Financinl! 

I Smte Bank of Sikkim CSBSl Finance Jun. 1968 2004-05 2005-06 (+) 171.66 58.38 l -l 3.470.81 27.807.42 (-) 177.21 0.63 I 1.169.73 269 

Sector wise T Ola I C+l 171.66 58.38 l-l 3 470.81 27 807.42 (+) 177.21 0.63 1.169.73 269 

II. Misullantous 
2 Si.lc.kim Mining Corporation (SMC) Mines& Feb. 1960 2004-05 2006-07 (-) 142.79 1200.50 (-) 990.04 13.80 - . l 58.20 87 

GeolOl!Y 

3 Smte Tradine. Corooration of Sikkim CSTCSl Finance Mar.1972 2003-04 2005-06 (+) 11 2.67 111.38 <+l 545.48 656.86 (+) 112.67 17.15 2 1.436.50 85 

Sector wise Total i->30.12 1311.88 C-1444.56 670.66 (+) 112.67 16.80 1.494.70 172 

Total B <Worklnl! Statutorv Coroorallonsl C+l 141.54 1370.26 I-\ 3 915.37 28 478.08 (+) 289.88 1.02 2 664.43 441 

Grand Total CA+ Bl 1-1285.87 7354.81 1-15660. lS 34.264.02 (+L\89.01 1.14 3.564.60 966 

c. Non-working Government Comoanles 

I . Consumer lnduslrUs 
I Sikkim Flour Mills Limited CSFMLl Industries JuLl976 1994-95 1995 Nil 60. 16 c:1 12.16 84.50 - - II Nil 

Sector wise Tota I Nil 60.16 (:) 12.76 84.SO -
//. Animal llusbandn 

2 Sikkim Livestock Processing and AH&VS Apr.1988 2002-03 2004 (-) 4.80 69.00 (·) 64.73 133.76 . - 3 Nil 
Dcvcloomcnt Corooration CSLPDn 

Sector wise Total (-) 4.80 69.00 l-l 64.73 133.76 - . 
Ill. Transoort 

3 Chandmari Workshop and Automobiles Transport Apr. 1988 1994-95 1997 (·) 14.19 0.20 (·) 1.53 69.00 . . .5 Nil 
Limited (CW AL) (Closed 

w.c.f. 
1211999) 

- Sector wise Total C-l 14.19 0.20 1-l I.SJ 69.00 - . . 
Total C (Non-working Govem-nt Com""nlesl (-l 18.99 129.30 1-179.02 287.26 . . -
o. Non-l'l·orkln2 Statutory Cornorallons 

Nil - . . . - -
Total 0 <Non•workinl! Statutorv Corooralionsl . - - - - -

Grand Total CC+ Dl (.\ 18.99 129.30 /.\ 19.02 287.26 -
Grand Total CA+B+C+Dl 1-\ 304.86 7.484.11 -,-_, s 739.17 34.SSl.28 389.07 1.13 3.564.60 966 

y Capital employed rtprestnts net fuctd asseu (ind uding works-in-progress) plus working capiral txctpt in case of finance companies/corporation where the capiral employed is worked our as a mean of 
aggregare of opening and closing balances of paid-up capiral.fret reserves, bonds, deposits and bo"owings (including refmance) 

• Project under implementation 
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APPENDIX - XVIII 
(Ref· Paragraphs 7.3 & 7.6.2; Page 157 & 161) 

Statement showing subsidy received, guarantees received, waiver of dues, loans on which moratorium allowed, loans converted into 
equity during the year, subsidy receivable and guarantees outstanding at the end of March 2006 

.- ·- ·-· - - ... - - --·-··- --- _.,. __ -- . - · - --~·,,-- .. ... ·--····, 
~u~dy rteehed during the year 

Gunrantee!> retthcd during the year and outstanding at Waiver of dues during the year 
the cod of the na~ - -

IA!Utrs l'aymeot Loans 
Name or the 

or credit 
obligation 

~ Loans on 
('ODVerted 

SI Public Sedor ~b Loans opened 
uoder Loans Penal 

which 
ioto equity 

Undertaking Central State 
Others Total 

credit from by 
agreement Total rcpaymeol 

lotcrest 
ioterest Total 

moratorium 
during the 

Government Government from other banks lo waived allowed 
haw respect 

with foreign writt.!n orr waived year sources consu I tan ts 
!' of 

imPOrh or contracts 

I 2 J(a) 3(b) 3(r) 3(d) 4(a) 4(b) 4fr) 4(d) 4(e) 5(a} 5(b) 5(r) 5(d) 6 7 
A. Work.in2 Government Companies 
l SC. ST &OBC - - - - - - - - - - - - - - -

Development (2,500) (2,500) 
Corporation 
Limited 

2 Sikkim Time - - - - - 200 - - - - - - - - -
Corporation (500) (500) 

3 Sikkim Power - - - - - - - - - - - - - - -
Development (5,000) (5,000) 
Corporation 

Total-A 200 - - -
(8 000) (8,000) 

B. Workin2 Statutory Corporations 
I Sikkim Mining - - - - - - - - - - - - - - -

Coroo1 ation (7.00) (7.00) 

Total - B - - - -
(7.00) (7.00) 

Grand Total (A + B) 200 - - -
(8 007) (8 007) 

* Figures in bracket indicate guarantees outstanding at the end of tire year 
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APPENDIX - XIX 
(Ref: Paragraph 7.5; Page 159) 

Stat.ement showing financial position of Statutory Corporations 
( Ruoees in crore ) 

1. State Bank or Sikkim 
Particulars 2003-04 2004-05 2005-06 

!'Provisional) 
A. Liabilities 
Paid UP Capital 0.53 0.53 0.53 
Share application money 0.05 0.05 0.05 
Reserve funds and other reserves and sumlus 0.11 0.11 0.11 
Dcoosits 239.84 380.76 382.56 
B01Towings'. 

Others 4.82 0.69 3.14 
Other liabi Ii ties and provisions 24.30 27.87 31.45 

TOTAL-A 269.65 410.01 417.84 
B. Assets 
Cash and Bank Balances 174.42 305 49 273.37 
la vestments . 11.25 0.90 15.79 
Loans and Advances 28.70 53.30 74.21 
Net fixed assets 0.69 0.69 1.22 
Other assets 18.17 14.92 19.85 
Accumulated loss 36.42 34.71 33.40 
Miscellaneous expenditure - - -

TOTAL-B 269.65 410.01 417.84 
c. Capital Emnloved• 242.41 278.07 350.10 
2. State Tradino Corooratioo of Sikkim 

Particulars 2003-04 2004-05 2005-06 
A. Liabilities 
Paid uo Canital I.I I Provisional Provisional 
Reserve and surplus 5.45 figures not figures not 
Trade dues and current Liabili ties and Provisions 28.03 furnished furnished 

TOTAL-A 34.59 
B. Assets 
Gross Block 1.1 2 
Less Depreciation (-) 0.53 Provisional Provisiona I 

Net fixed assets 0.59 
figures not figures not 

Current assets, loans and advances 34 .00 
furnished furnished 

TOTAL-B 34.59 
c. CaoitaJ Emoloyed .. 6.57 
3. Sikkim Minlrur Corooration 

Particulars 2003-04 I 2004-05 I 2005-06 
A. Liabilities ' 
Paid up Capital 11.74 12.00 Provisional 
Share application money from Government of India - 0.50 figures not 

furnished 
Reserve and surplus O.o7 -
Borrowings: 1.99 
Government 1.86 
Trade dues and current Liabilities and Provisions 1.26 I.TI 

TOTAL-A 14.93 16.26 
8 . Assets 
Gross Block 2.90 2.91 
Less Deoreciation (.)J.59 (.) 1.74 
Net fixed assets 1.31 1.17 
Mine Development expenditure 4.49 4.46 
Current assets, loans and advances 

.. 
0.82 0.73 

Accumulated loss 8.31 9.90 
TOTAL-B 14.93 16.26 

c. Caoital Emolovcd•• 0.88 13.80 

Capital employed represents mean of aggregate of opening and closing balance of paid up capital, free 
reserves, bonds, deposits and borrowings (including refinance) less accumulated losses. 

Capital employed represents net fixed assets (including cap11al Work-in-progress) plus working capital. 
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APPENDIX - XX 
(Ref: Paragraph 7.5; Page 159) 

Statement showing working results of Statutory Corporations 

l. State Bank of Sikkim 
Panicuiars 2003-04 2004-05 

Income 
a) lmercst on loan I 1.47 11.70 
b) Other income 3.33 4.20 

Total · I 14.80 15.90 
Exoenses 

al lmercst on lomHerm and shon-tenn loans 8.68 9.18 
b) Provision for non-oerfonnin2 assets . . 
c) Other exoenses 7.08 5.00 

Total · 2 15.76 14.18 
Profit {+)!Loss <·l before tax Ci -2) (-) 0.96 {+) 1.72 
Prior oeriod adiusunents - -
Provision for tax - -
Profit (+)11..oss (-) aftertax {·) 0.96 {+) 1.72 
Other aoorooriaLion . . 
Amoum available for dividend . 1.72 
Dividend paid/payable . 
Total return on Caoilal emoloved - 1.72 
Percenta2e of return on Caoital emoloved - 0.62 

2. Sikkim Minlne Cornoration 
Particulars 2003-04 2004-05 

Income 
a) Sales of concentrates 0.52 0.52 
b) Other income 0. 19 0.17 
c) Increase (+)/Decrease(-) in s1ock of 0.01 (-)0.05 
concenlrates 

Total - 1 0.72 0.64 
Exoenses 

a) Establishment charl!es I. II 0.58 
bl Manufacturin2 exoenses 0.40 0.31 
c) Other exnenses 0.61 1.18 

Total· 2 2.12 2.07 
Profit (+)11..oss (.)before tax (1-2) (-) 1.40 (:) 1.43 

Provision for tax . . 
Prior oeriod adiusLmems (.) 0.24 (-)0.16 
Profit (+)/Loss (-) after Lax (.) 1.64 (~) 1.59 

Other aoorooria1ion - . 
Amount available for dividend - . 
Dividend for the vear - . 
Total return on Caoilal emoloved •• •• 
Percen1a2e of return on Capital employed - . 

3. State TradlDI! Corooratlon of Sikkim 
Particulars 2003-04 2004-05 

Income 
al Sale of 1radin2 2oods 12.46 Provisional 
bl Other income 2.29 figures no 
c) Increase (+){Decrease(.) in stock (+)0.66 furnished 

Total - I 15.41 
Exoenses 
a) Purchase of Trading Goods 12.00 
b) Trade Exnenses 0.52 
cl Establishment Expenses 1. 16 
dl Other Ex oenses 0.41 

Total -2 14.09 
Profit (+)11..oss (-)before tax (1-2) 1.32 
Provision for tax 0.15 
Prior nenod adiusLmenLS -
Other appropriation . 

Amount available for dividend 1.17 
Dividend for the year . 
Total return on Caoital emolovcd 1.17 
Percenta2e of return on Caoital emoloved 18 

Negative figure 
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(Ruaees in crore) 

2005-06 <Provisional) 

20.69 
3.51 

24.20 

17.40 
. 

5.73 
23.13 

(+)1.07 
0.23 

. 
(+)1.30 

-
1.30 

. 
1.30 
0.37 

2005-06 

Provisional figures not 
furnished 

2005-06 

Provisional 
figures not 
furnished 
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APPENDIX - XXI 
(Ref· Paragraph 7.5.2 (iii); Page 160) 

Statement showing operational performance of Statutory Corporations 
/ 

SI Particulars ,. 2003-04 2004-05 2005-06 

• State Bank.of Sikkim 

l Earning per share (Rs.) - 2.94 l.30 

2 Number of Branches 22 . . 22 , 23 

3 Number of Employees. . 272 269 269 

4 Profit per Employee (Rs. in lakh) (-) 0.34 0.64 0.62 

5 Deposits (Rs. in crore) 
(a) Government 83.29 74 .02 .159.22 

(b) Others 156.55 306.74 223.34 

Total-5 239.84 380.76 382.56 

6 Advances (including bills) (Rs. in crore) 

(a) Government - - -
(b) Others 28.70 53.31 74.21 

Total-6 28.70 53.31 74.21 

7 Debts written off Nil Nil Nil 

Sikkim Mining Corpor a tion 

l Total mining area in possession (Hectare) 34.8 34.8 34.8 

2 Mining area excavated (Hectare) 9.8 9.8 9.8 

3 Number of Employees 190 100 87 

4 Installed capacity (TPD) 

(a) Ore 100 100 100 

(b) Waste Rock - - -
(c) Others - - -

Total-4 100 100 100 

5 Targets (MT) 

(a) Ore 6,000 9,000 5,400 

(b) Waste Rock Nil Nil Ni l 

(c) Others Nil Nil Nil 

Total-5 6,000 9,000 5,400 

6 Actual production of Waste Rock (MT) 

(a) Own Nil 313 106 

(b) Contractual - - -
Total-6 Nil 313 106 

7 Actual production (MT) 7,663 5,741 5,227 

8 Percentage of capaci ty utilisation 26 19 17 

9 Production of by-products, if any 

(a) Targets (MT) Nil Nil Nil 

(b) Production (MT) Nil Nil Nil 

(c) Capacity uti lisation in per cent Nil Nil Nil 

Note: TPD = Tonnes per day, Working days = 300 days 
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APPENDIX - XXII 

(Ref· Paragraph 7.10; Page 164) 
Statement showing Department-wise outstanding Inspection Reports (IRs) 

SI. Name of Department No. of No.or No. of Years from which 
No. (Administrative PSUs outstanding outstanding paragraphs 

Department) IRs para£r&phs outstandin2 
l Commerce and Industries 6 19 5 1 1997-98 

2 Animal Husbandry, 3 6 14 1994-95 
Livestock, Fisheries and 
Veterinary Services 

3 Social Justice, l 3 6 1999-2000 
Empowerment and 
Welfare -

4 Finance, Revenue and 2 14 26 1991-92 
Expenditure 

5 Mines, Minerals and l 4 9 2001-02 
Geology 

6 Tourism l 6 30 2001 -02 

7 Energy and Power 1 2 12 2002-03 

Total 15 54 148 
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APPENDIX - XXIII 

(Ref: Paragraph 7.10; Page 164) 

Statement showing department wise draft paragraph I reviews reply to which are awaited. 

SI. Name of Department Number of Number Period of Perod of 
No draft of issue reply 

m Reviews received 
1 Commerce & Industries De partme nt I - June 2006 July 2006 

- 1 September Reply 
2006 awaited 

2 Mines & Geology Department 1 - June 2006 August 2006 

3 Finance, Revenue & Expendi ture l - June 2006 August 2006 

4 Animal Husbandry & Veterinary Services l - June2006 June 2006 

Total 4 1 
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AppendiCes to AudiJ Report for the year ended 31 March 2006 

APPENDIX - XXIV 
(Ref Paragraph 7.12.1; Page 166) 

Glossary of terms and References or bibliography for Performance Audit 
on'Functioning of State Trading Corporation of Sikkim' (Para 7.12) 

STCS 
PY 

. SFR 
AS.BI 
P&L 
MD 
CGM 
OSD 
LDC 
STDC 
DGS&D 

State Trading Corporation of Sikkim 
Physical verification 
Sikkim Financial Rules 
Accounting Standard Board of India 
Accounts: Profit & Loss accounts 
Managing Director 
Chief General Manager 
Officer on Special Duty 
Lower division Clerk 
Sikkim Tourism Development Corporation 
Director General of Supply & Disposal 
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APPENDIX - XXV 

(Ref Paragraph 7.12.1; Page 166) 

Organisational chart of the Corporation 
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Appendices to Audit Reporl for the year ended 31 March 2006 

APPENDIX - XXVI 

(Ref Paragraph 7.12.2; Page 166) 

Statement showing the details of major six items selected for Performance Audit based 
on the total purchase and sales made during three year period ending March 2004 

(Rs. In /akh ) 
SI. no Particulars 2001-02 2002-03 2003-04 

I TRADING GOODS: 
PURCHASES: 

1 Cylinders & Burners 473. 10 674.95 776.62 
2 Cement 356.29 470.49 318.07 
3 iron & Steel 21.63 49.78 11.64 
4 Office Equi{Jment & Furniture 81.42 77.56 73.09 
5 Tyre, Tubes & Balleries 28.00 20.09 10.63 
6 Vehicles 188.95 203.66 -

Total 1149.39 
SALES: 

1 Cylinders & Burners 494.89 702.55 764.99 
2 Cement 417.68 495.47 368.54 
3 iron & Steel 20.21 52.84 12.77 
4 Office Eaui{Jment & Furniture 91.84 82.87 73.77 
5 Tyre, Tubes & Ba11eries 36.06 20.03 12. 18 
6 Vehicles 194.73 209.37 0.22 

Total 
II COMMISSION GOODS <Purchases and Sales) 
1 Cement 25.91 185.98 639.00 
2 iron & Steel 2181.25 133<J.11 3562.04 
3 Office Eouioment & Furniture 1.00 - 0.00 
4 Tyres & Tubes 8.30 45.59 55.69 
5 Vehicles 240.73 336.40 609.46 
6 Electrical Goods 839.99 360.48 1548.00 

Total 
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Appendices to Audi/ Reporl for the year ended 31 March 2006 

APPENDIX - XXVII 
(Ref" Paragraph 7. 12.6.3; Page 170) 

STA TEMENT SHOWING THE DETAILS OF DIFFERENCES BETWEEN BOOK 
BALANCES A ND PHYSICAL BALANCES OF DIFFERENT STORE ITEMS HEW BY THE 

COPORA TJON AT HEAD OFFICE AND JORETHANG 

Items Quantity Quantity as Difference Rate Value of 
as per per physical in adopted diff erential 
Book veri.ftcation quantity stock 

balance/ 
stock 

register 
(In nos.) (111 nos.) (111 nos.) (In Rs.) (In Rs.) 

3 4 5 6 7 8 
Cvlinders (Domestic-14.2 Kg.) 38453 367 38086 232.25 8845473.50 
Cylinders (Commercial) 1473 19 1454 752.37 1093945.98 
Cylinders (5 KR.) 375 42 333 84.00 27972.00 
Single Burner 339 150 189 350.00 66150.00 
Double B11mer 795 314 481 728.00 350168.00 
Gns Li1d11er 1162 600 562 40.00 22480.00 
Rubber Tube 5500 59 5441 21.00 114261.00 
Cement (in bags) 55454 182 55272 159 8788248 
TMT Bar (8 mm) fin KJ?s) 490 0 490 177.21 86832.90 
TMT Bar ( JO mm) (in KJ?s) 898 0 898 176.14 158173.72 
TMT Bar ( 12 mm) (in KRs) I 0 I 176.14 176.14 
TMT Bar (16 mm)( in Kgs) 67 0 67 167.58 11227.86 
TMT Bar (20 mm) (in KJ?s) 4 0 4 159.02 636.08 
GCI J;heet (8 ft) (pies) 269 0 269 332.16 89351.04 
GP sheet (8 ftXPics) 42 0 42 332.16 13950.72 
Cylinders (Domestic-14.2 Kg.) 29476 647 28829 217.29 6264253.41 
Cvlinders (Commercial) 390 9 381 410.57 156427.17 
Cvlinders (5 KJ?.) 20 4 16 84.00 1344.00 
Sin11le Burner 29 8 21 308.75 6483.75 
Double Burner 1366 581 785 728.00 571480.00 
Gas Li11hter 798 530 268 40.00 10720.00 
Cement (in baRs) 893 468 425 189.00 80325.00 
GI Sheets 668 565* 103 410.48 42279.44 

TOTAL 26802359.71 
*riote: 565 rws of GI sheets include 555 nos issued to RMDD on loan basis for which separate comment 
was made. 
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