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This report for the year ended 31 March 2006, has been prepared for 

submission to the Governor under article 151 (2) of the Constitlllion. 

The audit of revenue receipts of the State Government is conducted under 

Section 16 of the Comptroller & Auditor General's (Duties, Powers and 

Conditions of Sen1ice) Act, 1971. This report presents the results of audit of 

receipts comprising taxes on sales, trade, State excise, taxes on vehicles, 

land revenue, other tax receipts, mineral concession, fees and royalties and 

other non tax receipts of the State. 

The cases mentioned in this report are among those which came to notice in 

the course of test audit of record\· during the year 2005-06 as well as those 

which came to notice in earlier years but could not be covered in previous 

reports. 
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The report contains 30 paragraphs including one review relating to assessment and 

collection of mining dues from major minerals involving Rs.253 .10 crore. Some 

of the major findings are mentioned below: 

Government raised a total revenue of Rs.5,281.44 crore in 2005-06, comprising 

tax revenue of Rs.4,051.91 crore and non tax revenue of Rs.1,229.53 crore. 

Government also received Rs.2,507.82 crore from Government of India as its 

share of net proceeds of divisible Union taxes and Rs.1,049.23 crore as grants in 

aid . Total receipts during the year were thus, Rs.8,838.49 crore. Taxes on sale, 

trade, etc. (Rs.2,089.20 crore) formed a major portion (51.56 per cent) of tax 

revenue and non ferrous mining and metallurgical industries (Rs. 721 .12 crore) 

accounted for 58.65 per cent of non tax revenue. 

(Paragraph 1.1.1to1.1.3) 

Arrears of revenue at the end of March 2006 as reported by major departments 
were Rs.3,940.65 crore. 

(Paragraph 1.5) 

Test check of records of sales tax, land revenue, State excise, motor vehicles tax, 

stamps and registration fee, other tax receipts, forest receipts and other non tax 

receipts conducted during the year 2005-06 revealed under assessment/ short levy/ 

loss of revenue amounting to Rs.387. 79 crore in 3,360 cases. During the course of 

the year, the department accepted under assessment and other losses of Rs.87.45 . 

crore in 1,071 cases pointed out in 2005-06 and earlier years. 

(Paragraph I. 9) 

I !.:;;:::1~11;;E~'~!i~if.~!1'.·:·;1 
Purchase tax of Rs.16. 18 lakh was not levied. 

(Paragraph 2.3.1) 

Irregular exemption of tax of Rs.69.83 lakh for· sale of goods not specified in 
eligibility certificate. 

(Paragraph 2.4.2) 
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Incorrect exemption of turnover resulted in non levy of tax of Rs.50 80 lakh. 

(Paragraph 2. 7.1) 

Incorrect grant of refund of tax ofRs.84.54 lakh. 

(Paragraph 2. 9) 

Incorrect deduction of credit notes from turnover resulted in short levy of tax of 
Rs. 16 65 lakh. 

(Paragraph 2.10) 

Non recovery of professional tax ofRs.52.70 lakh. 

(Paragraph 2.13) 

Entry tax ofRs.41.39 lakh was short realised. 

(Paragraph 2.14) 

Production of alcohol from molasses not in consonance with sugar contents 
resulted in short levy of penalty ofRs.51.31 lakh. 

(Paragraph 3.2) 

Process expenses of Rs.12.37 lakh was not demanded. 

(Paragraph 3.4) 

Penalty of Rs.2.40 crore on failure to maintain minimum stock of spirit was not 
levied., 

(Paragraph 3. 5) 

Recovery of excise duty of Rs.97.64 lakh for balance stock handed over to new 
licensees was not made. 

(Paragraph 3. 6) 

Vehicle tax including penalty of Rs.2.11 crore in respect of different kind of 
vehicles was not recovered. 

(Paragraph 4.2) 
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Incorrect determination of market value of instruments resulted in short 
realisation of stamp duty and registration fee of Rs.13 .26 lakh. 

(Paragraph 5.3) 

Inordinate delay in determination of market value of properties resulted in 
blockage of revenue of Rs. 16.43 lakh. 

(Paragraph 5. 4) 

Loss of interest of Rs.10.35 crore due to non deposit ofNPV in fixed deposits. 

(Paragraph 6.2.2) 

Shortfall in production in timber and fuel wood resulted in loss of revenue of 
Rs.99.49 lakh. 

(Paragraph 6.3) 

Development cess of Rs.46.56 lakh was not realised from producers of electrical 
energy. 

(Paragraph 7.2) 

Non inspection of electric installations resulted in loss ofRs.82. 96 lakh. 

(Paragraph 7.3) 

Royalty ofRs.15.12 crore was realised short. 

(Paragraph 8. 2. 7) 

Incorrect gradation of coal re~ulted in loss of revenue of Rs. 209. 93 crore. 

(Paragraph 8.2.9) 
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Cost of mineral of Rs.23 .11 lakh due to unauthorised extraction of mineral was 
not realised. 

(Paragraph 8.2.11) 

Due to incorrect calculation of average royalty, stamp duty and registration fee of 
Rs. l.49 crore was realised short. 

(Paragraph 8. 2.15) 
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The tax and non tax revenue raised by Government of Chhattisgarh during the 
year 2005-06, the State's share of divisible Union taxes and grants in aid received 
from Government of India during the year and the corresponding figures for the 
preceding four years are given below: 

(In crore of rupees) 
.. 

SI. No. Particulars 2001-02 200l-03 2003-04 2004-05 2005-06 

I. 

• 

• 

II 

• 

• 
.. 

m 
.. 

' ~· 

IV 

Re,·enue raised by the State Government 

Tax re\"enue 1.993.13 2.327.44 2.588.25 3.227.80 ~.051.91 

Non tax re\"cnue 722.38 956.56 l.lHAl l.2~3 .93 1.229.53 

Total 
I 

271~51 J ,284.00 3,712.66 4,471. 73 5,281.44-

Receipt!! from Go,·ernment of India 

State's share of 1.175.80 l.3~9 .90 1.569.70 1.876.29 2.507.82~ 
di\"isible Union taxes 

Grants in aid ~8~ .39 783AO 676.96 900.85 l.0~9.23 

: : . , :;· 
··.::·:: .. 

ToUI ~ .·/ .. < t,660-.19 2,133.~ 2,246.6.6 l,777.14 3,S57.05 
.. 

' 
., 

Tot-1 receipts of the 4,37~.70 5,417.30 5,959.32 7,248.87 8,838.49 
st~te (l+ij) .. 

: .. : : : . . . . :-· : 
.. . ~ .. .. 

Percentage of Ito m 62 61 62 62 60 

for details please see "Statement No. I I- Detailed Accounts of Revenue hy .\/inor f!eadv" 
in the Finance Accounts of Government of Chhattisgarh for the year 2005-06. Figures 
under the heacl "0020-corporation tax, 0021-taxes on income other than corporation tax, 
0028- other taxes on income ancl expenditure, 0032-wealth tax, 0037-customs, 
0038-Union excise duties, 00././- sen1ice tax, 00./5-other taxes and cluties on commoditie.<; 
ant! sen1ices" - share of net proceeds assigned to state hookecl in the Finance accounts 
under tax revenue have heen excluded from revenue hy the ,\'tate ant! included in stales 
share of divisihle Union taxes in this statement. 



i ,, -

Aud~t Report jbr the year ended 31 i\Iarch 2006 

X.L,! The details of tax revenue raised during the year 2005-06 alongwith the 
figu,res for the preceding four years are given below: 

s Cen~ral sales tax 376.19 c334.35 

2. State excise 

3. Stamp duty and 
registrat!on fees 

4. · Taxes and duties on 
eiectricity 

5. Taxes on vehicles 

6. Tax~s o~ goods and . 
. passengers 

313:61 

121.35 

226.06 

124.88 

196.27 

7. Other taxes on income 47.62 
and expenditure: taxes 
on professions. trades,. 
callings and . 
employn1ents 
including hotel 
receipts tax 

8. Other taxes and duties 6.67 
, on comniodities and 
services·•· 

16.57 

361.73 

148.10 

244.33 

157.81 

251.55 

42.41 

6.52 

- 12.56 

(+)18.98 

309.39 326:69 486.35 (+)48.87 

402.35 458.27 634.50 (+)38.46 

. 170.87 247.77 . 312.80 (+)26~25 

268.36 - 308.92_ 362.31 (+) 17.28 

i67.07 191.79 205.97 (+)7.39 

230.08 - 287.13 395.33 (+)37.68 

. 42.96 27.13 20.65 (+)2.43 

. 4.,U 4:25 4.26 (+)0.24 

3.81 28.68. 26.89 (-)6.24 

... 
·Commercial tax 
conimodities. · 

The increase was attributed to increase in price of various 

State exdse: The increase was due fo increase m .number of ·applications and 
deposit_ of revenue 'pertaining to pre~ious ye~r. . 

Stafup dufy and registration fee: The increase was due to increase in market 
vah.* of immovable properties and increase in registration of number of • 
documents. In addition some lease documents of high money value were also 
registered during 2005-06. 

' . 

1.1.~ The details of non tax revenue raised during the year 2005-06 a:Iongwith 
the figures for the preceding four years are given below: 
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Chapter-I: General 

(Jn crore ofr1U1oees) 

11111111111 
l. Interest receipts 

2 Other non tax · 
receipts 

3. Forestrv and wild 
Hfe .. 

4. · Non ferrous· 
mining and 
metallurgical 
industries 

5. Miscellaneous 
general services 
(including lotiery 
receipts) 

6. Power 

7. Major and 
medium irrigation 

8. Medical and· 
public health 

9. Co-operation 

10. Public works 

11. Police 

l2. Other 
administrative 
services 

-, . 

,[49.12 
I 

95.65 
I 

'i48.42 
I 

77.29 
I 
I 

198.19 105.84 

•I I 

454.04 538.14 

! 

6.04 1.99 

NA NA 
I 

:138.20 53.73 
! 
I 

:/ 
3.28 2.4p 

I 

I 3.58 3.9:9 

'I 6.95. IO.d3 
I 

I 2.70 2.519 

l l.86 
I 

64.~4 
! 

' 

122.46 lOl.26 . 97.67 (-)3.55 

86.38 69.23 . 106.41 (+) 53.71 

140.94 159.85 . 203.17 (+) 27.10 

629.68 679.83 721.12 (+) 6.07 

67.47 37.45 14.91 (-) 60:19 

NA 100.00 0;00 H 100.00 

44.85 67.26 38.98 (-) 42.05 

2.43 3.21 3.07 (-)4.36 

4.14 4.17 5.82 (+) 39.57 

8.56 5.63 13.94 (+)147.60. 

6.80· 3.74 10.21 (+) 172.99 

10.70 12.30 14.23 (+) 15.69 

1:-:=:::-:::::::::_:-:1::u_::ft9~-N::,:-:::,:::::_:::.:,:,:::::::,:::_:::::.:::::::::::::::= :=:_::::~~~*~1,:,:=:,::n:,::::::~1;,1,:=::::::::: '::·:~·~1~*!i~':·::::n=::~l!l~i!-:::::::::,:n:.:~,~1~~=::::::::: :-:::-:.:~t~!*i~:::::::::::=:::::::::.:-:::::::,:=::::-:::::· 

.·The reasons for vari4tions in receip~s· from that ofprevious year, though called for 
from the concerned departments ha\[e not been receiv.ed (October 2006). 
. . . •· I I 

1::1~1.:::::::::::m::::11n1111:::11n11:::1.tiiil11::i.i.R.1t1:::1111:i11111:::mm1::1 

. The variation betwebn budget esti~ates and ·actuals of revenue rec~ipts for the 
year 2005-06 in res~ect of princip~i heads of tax and non tax revenue are given 
below:· · J · 
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. ludlf R~port for the year ended 3 I .\larch 1006 

(In crore of rupees) 
'· 

SL Head of revenue Budget ActuaJs Variations Percentage 
No. e11timates excess (+)or ' 'ariation 

shortfaJI (-) 

A. Tax rcnnuc 

I. Taxes on sales. trade etc. l.7-l5.8 l 2.089.20 (+) J-lJ.39 (+ ) 19.67 

2. State excise 525.00 63-l.50 (+) 109.50 (+) 20.86 

3. Taxes and duties on 325.96 362.3 1 (+) 36.35 (+) 11.15 
electricity 

.i. Taxes on goods and 326.33 395.33 (+) 69.00 (+)21.1 -l 
passengers 

5. Taxes on , ·chicles 203 .02 205 .97 (+) 2.95 (+) 1A5 

6. Stamp duty and registration 225.0 1 3 12.80 (+) 87.79 (+) 39.02 
fees 

7. Land reYcnue 8.19 26.89 (+) 18.70 (+) 228.33 

8. Other taxes and duties on -l.69 -l.26 (-) OA3 (-)9.17 
commodities and ser\'iccs 

9. Other taxes on income and -l9.95 19.85 (-)30.10 (-)60.26 
expenditure 

10. Hotel receipts tax 0.75 0.57 (-)0.18 (-) 24.00 

Tota.I 3,4H.71 .i,051.68 (+) 636.97 (+) 18.65 

B. Non tax rc\'cnuc 

I. Forestry & wildlife 137.17 203 .17 (+) 66.00 (+)48.12 

2. Non ferrous mining and 700.00 721.12 (+) 21.12 (+) 3.02 
metallurgical industries 

3. Interest receipts 96.24 97 .67 (+) IA3 (+) IA8 

~. Major and minor irrigation ~5 . 1-l 32.90 (-) 12 .2~ (-)27. 12 

5. Water supply and sanitation 2.17 1.53 (-)0.6~ (-) 29A9 

6. Police 6.00 10.21 (+) 4.2 1 (+) 70.16 

7. Public work department 15.98 13.94 (-) 2 .0~ (-} 12.77 

8. Other administratiYe scn·iccs 23.76 l~. 23 (-) 9.53 (-HO. I I 

9. Medical and public health 5.21 3.07 (-)2 . I~ <-H 1.01 

10. Others (jail) 1.56 0.90 (-)0.66 (-) 42 .31 

Total 1.033.23 J,098. 74 (+) 65.51 (+) 6.34 

The reasons for variation between budget estimates and actual of revenue receipts, 
though called for have not been received (October 2006). 
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C 'haprer-1: General 

I 1.3 .. Cpst:of eoUecti-on 

The gross collection in respect of major revenue receipts, expenditure incurred on 
their 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 for 2004-05 were as follows: 

(In crore of rupees) 
SI. Heud of Year Collection Expentlitore Percentage of All India l\'erage 
No. revenue on collection expenditure percentage for the 

of revenue on collection year 200~-0S 

I. Tuxes 011 snks, 2003-0-1 1,298.62 15.90 1.22 
lrud..:dc 2 00-1-0 5 1,673.86 11 95 0.71 0. 95 

2005-06 2,089.20 12.61 0.60 

2 Tuxes on 2003-0-1 167 07 4.18 2 50 
vehicles 2004-05 191.79 4 50 2 .. 'l4 2.7-1 

2 ()O 5-0(> 205. 97 3.8 1 1.85 

3 Slate ..:xcisi: 2003-0-1 -102.35 19. 12 4 75 
200-1.{15 458 27 18 51 4Jl4 3.34 

2005.{16 63-1 50 23 55 3.71 

-I Stnmp <l111~ & 20113-0-1 170 87 2.60 1.52 
reg1slrut1011 foe 

200-1-05 2-17 77 5 94 2.40 3.4-1 

2005-06 3 12.80 8.6 1 2.75 

It may be seen from the above that the percentage of expenditure of gross 
collection of State excise was higher than the All India percentage over the last 
three years. 

(In cmre of rupees) 

Year No. of as~sccs Commercial tax revenue Rcvcnue/assessec 
200 1-02 -'2.58 1 9-'0. 10 0 .022 

2002-03 ..... 6 .... 1.102.-'3 0 .025 

2003-0-' .. 8.233 l.298.62 0 .027 

200-'-05 5 1.523 1.673.86 0.032 

2005-06 5 ... 278 2.089.20 0.038 

I t.s · · ,Arrears'. ott'.evenue· ·'::I 
The arrears of revenue as on 3 I March 2006 in respect of some principal heads of 
revenue amounted to Rs.3,940.65 crore of which Rs.2,658.49 crore were 
outstanding for more than five years as detailed in the following table: 
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I. 

Audit Report for the year ended31March2006 

---Taxes on sales·, 
trade etc. 

3,897.24 2,650.98 Out of Rs.3,897.24 crore, 
demand for Rs.130.43 crore 
has been certified for recovery 
as arrears of revenue. 
Recovery of -Rs.15. 9.9 crore 
has been stayed by courts. 

Amount of Rs.32.64 crore 
was held up due to dealers/ 
.parties becoming insolvent. 
Specific action taken in 
respect . of the remammg 
arrears.was not intimated .. 

2. : Taxes on vehicles 2.35 Oi1t ofRs.3.80 crore, Rs.0.72 
· crore ims · been recovered. 

3.80 

3. · State excise 

4: .Stamp duty and 
· registration fees 

· 5. Taxes and duties 
"cm electricity 

19.85 

2.86 

· 16.90 

4.66 

. 0.27 

Department intimated that 
demand notices have been 
issued for recovery of 
remaining amount. 

Out · of Rs.19.85 crore, 
recovery of Rs.4.26 crore had 
been st~yed by court,. amount 
ofRs.S.07 crore washcld up 
due · to party becoming 
insolvent, amount of Rs.0.22 
· crore \vas likely to be written 
·off. Specific action taken in 
respect of arrears of Rs. HUO 
crore was not intimated . 

Out of Rs.2:86 crore, Rs.O. ll 
crore . has been recovered. It 
was .. Intimated by. the 
departnient that necessary 
action for recovery of balance 
revelme was being taken. 

As intimated by the· 
department the detailed 
position of recovery of arrears 
was not available and it would 
be . collected from the 
divisions. 

It., is ·recommended that effective steps· may .. be taken for collection. of arrears 
. outstanding for more than five years to augment Government revenue. 

"·. . . . -

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 are given 
below:· · 



11. 

Chapter-I: General 

Commercial tax 37,320 1,18,530 49,750 58.03 
Professional tax 15.652 _2~.540 39,192 27,069 12.123 69.67 

Entry tax· 16.681 4:3.766 60,447 j7,391 23.056 61.86 

Luxury tax. 87 I 166 253 167 86 66.01 

I I 

1·:1:~4-i:::::':·:::,::1¥~1~~n:::9~;ii~i:.:::::::1 r . . . 

The details of bases-of evasitjn of tax detected by t.he Commercial Tax and. Sfate 
Excise· departnrents, cases fi~alised and the demands for additional tax raised as 
reported by th, departments are given below: . . . - . 

22 24. 46 28 .355.42 18 
2. State excise :/ 17 2 .19 2 2.86 17 

. ..,a I. . . 
The number of refund cases pending at the beginning ofthe year 2005-06, claims 
received during the year, refi.inds allowed during the year and _cases pending at the 

... 'I. T . .. . · ·· 
-.close of the yejar 2005-06, as ;eported by the de~artments are given below: 

. ·. . i . . · · ... · . -(In crore o ru ees) 
r;.,,,~Sl""'''''''~:::,,,~,,,,.,;;i,,,, ~7.e~t"0 =nt<=':r1:cfommcr.CintJibtV'::tJJct::==:>t:::tr::sfam:~:x~1s-e.t::::::=t::=J'J' 
''~&.:-:·::.:;:: ':: =::,:.ivtwuNas¢s'. tt' r:='Amou:nnr u:=NaU-0f,:ili~C.W<= ::=?Anfoant:} 

I. Claims ol1tstanding al the I 224 I.OJ 16 0.42 
beoi1mirib of the vear : 

2. 

3. 
4. 

Claims received during the I 
year :J · · i 
Refunds inadc during the yGiir 
Balance outstanding at the 
end or 111G vear 

1::1.~1:::::::::::::;::::::m~1~f.:::1m::1i1~1;:::::::1 

3,588 . 

3,515 
297 

20.50 32 0.60 

19.05. 29. 0.50 
"2.46 19 0.52 

"'{"" < 

Test check of/recor?s o~ con;tmercial ta_x,. land revenue, St'!-te ex.cise, motor veh~cle 
tax, stamps a11d reg1strat1on fees, electnc1ty duty, other tax receipts, forest receipts 
and other nap tax receipts I conducted during· the year 2005-06 revealed under 
assessment/ sport levy/ loss( of revenue amounting to ,Rs.387. 79 crore in 3,360 
cases. The dypartments acdepted under assessment of Rs.87.45 crore in l,071 
cases pointed out in 2005;-06. No replies have been received in· respect of 

. . I I 

remammg cases. 
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. lucht Report for the year ended 31 March 2006 

This report contains 30 paragraphs including one review relating to non/ short 
levy of taxes, duties, interest and penalties etc. involving Rs.253 .10 crore. The 
departments accepted audit observations involving Rs.2.22 crore and recovered 
Rs.0.47 crore upto October 2006. No reply has been received in the other cases. 

The draft audit paragraphs proposed for inclusion in the report of the Comptroller 
and Auditor General of India are forwarded by the audit office to the heads of the 
depanments concerned. drawing their attention to the audit findings and 
requesting them to send their response within six weeks. The fact of non receipt of 
replies from departments is invariably indicated at the end of each such paragraph 
included in the Audit Report . 

30 draft paragraphs including one review included in this report were sent to 
secretaries of the respective departments by name between March and August 
2006. However, no replies were received despite issue of reminders. These 
paragraphs have been included in the report without the response of the secretaries 
of the department (October 2006). · 

During the years between 2001-02 and 2005-06 the department/ Government 
accepted audit observations involving Rs.20.35 crore of which only an amount of 
Rs.O. 72 crore was recovered upto 31 March 2006 as detailed below: 

(In crore of rupees) 
SI. Year or audit report Total money value Amount acttpeed . Reco~ery made upto March 
No. : : . 2006 

I. 2001-02 21.19 3.00 0.07 

2. 2002-03 11 .04 1.65 0.03 

3 2003-04 46.72 12.40 0.15 

4 2004-05 60.98 1 05 -
s 2005-06 253. 10 2.22 0.47" 

Total 393.03 20.32 0.72 

Rs. 0 . ./7 crore recovered upto October 1006. 

8 
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Test check of assessment cases and other records relating to Commercial Tax 
Department during the year 2005-06 revealed under assessment, non/ short levy of 
tax, interest, penalty, application of incorrect rate of tax etc. involving Rs. 19.70 
crore in 263 cases which can broadly be categorised as under:-

I (In crore of rupees) 

Sl. No. Category » :" Number of cases Amount ,., ., 

I. Noni short levy of tax 122 3.74 

2. Application of incorrect rate of tax 18 0.78 

3. Incorrect determination of taxable 07 0.45 
turnover 

4. Incorrect grant of exemption/ 21 2.55 
deduction/ set off 

5. Others 95 12. 18 

To(Jll ;-:.:""": .. ,. . 263 19.70 
' 

During the year 2005-06, the department accepted under assessment of Rs.0.32 
crore in two cases. 

A few illustrative cases involving Rs.4.29 crore are mentioned in the succeeding 
paragraphs: 
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As per Central Sales Tax Act (CST Act), 1956, every registered dealer who in the 
course of inter state trade or commerce sells goods to a registered dealer, shall be 
liable to pay tax at the rate of four per cellf subject to production of declaration in 
form C. Otherwise, tax shall be calculated at the rate of eight per cent in case of 
declared goods and at the rate of I 0 per cent or at the rate applicable to sale of 
such goods inside the appropriate State whichever is higher. 

Test check of records of the regional offices (RO), Bilaspur and Korba revealed 
that two dealers sold coal and machinery parts amounting to Rs.8.20 crore during 
the years 1997-98 and 2000-0 I in course of inter State trade or commence and 
paid tax of Rs.32. 74 lakh at the rate of four per cent on the strength of declaration 
forms issued by the purchasing dealers. The assessing authority (AA) accepted the 
same and assessed the dealers between March 2003 and September 2004. Scrutiny 
of records, however, revealed that the purchasing dealers were not registered 
under the CST Act during the period of transaction. The entire turnover of both 
the dealers was, thus, covered by invalid declaration forms and was liable to tax at 
the prescribed rate. This resulted in short levy of tax of Rs.34.15 lakh. 

The matter was reported to Commissioner and Government between July 2005 
and February 2006; their reply had not been received (October 2006). 

! 2.~_:, · ·: Nort le~; or purchase tax 

Chhattisgarh Commercial Tax Act, 1994 (CGCT Act) and rules/notifications 
issued thereunder, provide for levy of purchase tax on purchase of raw material, 
incidental goods purchased without payment of tax for consumption or use in the 
manufacture of goods It was judicially held'P by M.P. Board of Revenue, that 
exemption from sales tax will not exempt the goods from levy of purchase tax. 

2.3.1 Test check of records of RO, Durg revealed that in case of two 
manufacturers assessed in December 2003 and February 2004 for the period 
1999-2000 and 2000-01 , raw material amounting to Rs.4.05 crore was purchased 
from registered dealers without payment of tax for use in manufacture of MS pipe 
and machinery parts. Purchase tax of Rs. 16. 18 lakh leviable on raw materials was 
not levied. · · 

After this was pointed out in December 2005, the AA replied in one case that raw 
material was purchased from exempted unit, therefore, purchase tax was not 
leviable. The reply was not tenable as sales tax and purchase tax are two different 
types of taxes and exemption from sales tax does not exempt the goods from levy 
of purchase tax as per judicial pronouncement ibid. Reply in other case was 
awaited (October 2006). 

Gvvind Prasad . lgrmral v . . r...7'0 (1997) 30 I 'K.\' 13 (.\IP) and I /industan Steel ltd. v. ('.<..,"/' 
(1996) 29 I "f..:.V 267 (.\IP) 
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The matter was reported to commissioner and Government in April 2006; their 
reply had not been received (October 2006). 

2.3.2 Test check of records of RO, Raigarh revealed in November 2005 that in 
the case of a dealer assessed in November 2002 for the period from April 1999 to 
March 2000, purchase tax leviable on rice bran valued at Rs.4.55 crore bought 
from unregistered dealers and consumed in production upto December 1999, was 
not levied. This resulted in non levy of purchase tax of Rs.20. 94 lakh. 

After this was pointed out, the AA stated in November 2005 that rice bran was tax 
free . Reply was not tenable as bran was made tax free only with effect from 
I January 2000 and purchase tax was thus leviable. 

The matter was reported to the department and Government between January 
2006 and May 2006; their reply had not been received (October 2006). 

I u .;;.,,;: \ 1ncon:~~f~mptio)f~rr-0m 1'1tyhitnt or tax ,::, ··I 
2.4.1 As per Exemption Scheme 1986 and 1994, tax exemption exceeding Rs. 5 
lakh in a year is available to a dealer provided a certificate of chartered accountant 
showing production in the unit is produced before the AA. 

Test check of records of RO, Durg and circle office Korba revealed that in case of 
three dealers assessed between May 2003 to January 2004 for the period 1990-9 I 
and 2000-2001, tax exemption of Rs.59.93 lakh was allowed to the dealers 
without production of certificate of chartered accountant as required . This led to 
incorrect grant of tax exemption of Rs. 59. 93 lakh. 

After this was pointed out between May 2005 and December 2005 the AA replied 
in one case that exemption was correctly allowed as per eligibility certificate. The 
reply was not tenable as it was not in accordance with the terms and conditions of 
the exemption scheme. Reply in other cases was awaited (October 2006). 

The matter was reported to commissioner and Government in July 2005 and 
January 2006; their reply had not been received (October 2006). 

2.4.2 Under Madhya Pradesh General Sales Tax Act (MPGST), 1958 and 
notifications issued thereunder (as adopted), an industrial unit is entitled for 
exemption from payment of tax on manufactured products specified in the 
eligibility certificate issued under tax exemption scheme. 

Test check of records of RO, Bilaspur and Durg revealed that in case of two 
dealers assessed between October 2002 and May 2003 for the period from April 
1999 to March 200 I sale of manufactured products•, aggregating to Rs. I 0 .63 
crore was exempted from payment of tax though these products were not specified 
in their eligibility certificates. This resulted in irregular exemption of tax of 
Rs.69.83 lakh. 

After this was pointed out AA, Durg stated in one case that exemption was 
correctly allowed in terms of eligibility certificate as amended in July 2002 and 

Ferro manganese, Soyabean ' ,\/ahua oil, Svyahean .\ !ahun cleoilecl cake 
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remand order passed in October 2003 . Reply of the AA, Durg was not tenable as 
the amendment of eligibility certificate and remand order were passed in July 
2002 and October 2003 respectively whereas the transactions pertained to the 
years 1999-2000 and 2000-01 . Reply of AA Bilaspur is awaited (October 2006). 

The matter was reported to commissioner and Government between July 2005 and 
January 2006; their reply had not been received (October 2006). 

2.4.3 Under MPGST Act (as adopted) and CGCT Act and notifications issued 
thereunder, a new industrial unit holding eligibility certificate duly issued by the 
Industry Department shall be entitled for exemption from payment of tax, if, 
commercial production of the unit commenced on or after 6 May 1994. Thus, new 
industrial unit which commenced commercial production before the above 
prescribed date shall not be eligible for exemption from payment of tax. 

Test check of records of RO, Raipur revealed in December 2005 that an industrial 
unit holding eligibility certificate disclosed turnover of Rs. 1.41 crore for the 
period from 1999 to 2000 and claimed exemption on the entire turnover under 
exemption scheme 1994. The AA allowed the exemption and assessed the dealer 
accordingly in November 2002. Further scrutiny, however, revealed that the unit 
actually started commercial production on 19 March 1994 which was prior to the 
date prescribed in the scheme. Exemption of tax of Rs.6.62 lakh allowed in this 
case was, thus, inadmissible. 

After this was pointed out, the AA stated that eligibility certificate is binding on 
the AA in view of various court judgments. The reply is not tenable as the AA 
failed to take up the matter with Industries Department when it was apparent from 
records that exemption granted in the eligibility certificate was irregular. 

The matter was reported to the department and Government in January 2006 and 
May 2006; their reply had not been received (October 2006). 

l~;~•i-.·:'::::·:slio~~~v~,~fJ~¥·:,,: I 
2.5.1 As per CGCT Act read with Rules made thereunder, sale of goods enlisted 
in schedule II of the Act by a registered dealer to another registered dealer for use 
by him in the- manufacture or processing of goods for sale is taxable at 
concessional rate of four per cent subject to the production of declaration as 
specified. 

Test check of records of RO, Bilaspur and Korba revealed between May and June 
2005 that in case of two dealers assessed in January 2003 and September 2003 for 
the period between April 1999 and March 200 I, sale of lime and timber 
amounting to Rs. 1.47 crore was not supported by prescribed declaration forms. 
Tax on such sale was however, incorrectly levied at concessional rate of four 
per cent against tax leviable at the rate prescribed. This resulted in short levy of 
tax Rs.9.48 lakh. 

After this was pointed out the AA, Korba replied in one case that tax on lime was 
four per cent and declaration was not required. The reply was not tenable as sale 
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of lime without declaration form was taxable at the rate prescribed including 
surcharge. Reply from AA, Bilaspur is awaited (October 2006). 

The matter was reported to commissioner and Government in July 2005: their 
reply had not been received (October 2006). 

2.5.2 As per notification dated 4 December 1997, goods manufactured by a 
registered dealer in his new industrial unit in respect of which he holds an 
eligibility certificate are exempted from payment of tax provided sale thereof is 
supported by declaration as prescribed in the notification. 

Test check of records of RO, Durg revealed in August 2005 that in case of a 
dealer assessed in September 2003 for the year 2000-0 l exemption from payment 
of tax was al lowed on sale of coal of Rs. 83 . 12 lakh, though the sale was not 
supported by prescribed declaration. This resulted in short levy of tax of Rs.6.44 
lakh. 

The matter was reported to the commissioner and Government in January 2006; 
their reply had not been received (September 2006). 

12.6 Incorr'Cct deduction or turnov-er . ,, 

Under CGCT Act and rules made thereunder, taxable turnover is determined after 
allowing admissible deductions. Every dealer is required to maintain a correct 
account of his transactions and pay tax accordingly. Further, it was judicially held 
by Madras High Court# in July 1973 that discount paid at the end of the year 
cannot be termed as cash discount . 

Test check of records of RO, Bilaspur in May 2005 revealed that a dealer 
disclosed taxable turnover of Rs.41.44 crore for the period between April 2002 
and March 2003 . Of this. the dealer claimed exemption of Rs. 5 l. 76 lakh 
(including tax) on account of discount given to the purchaser at the end of the year 
as cash discount. The AA accepted the same and assessed the dealer accordingly 
in October 2003 . Since discount allowed at the end of the year cannot be termed 
as cash discount as per judicial pronouncement referred to above, exemption 
allowed was irregular and resulted in short levy of tax of Rs.5.55 lakh. 

The matter was reported to the department and Government between July 2005 
and May 2006; their reply had not been received (October 2006). 

1~.1::\::·::N~¥l!reali•~Hon ~fta~ ~ ~:tat,J~?goodt~~~:·"i~t~ aJ'.Uu free.'::·! 

2. 7 .1 CGCT Act and notifications issued thereunder specify the rates of 
commercial tax on sale of different commodities. Tax on rice bran, bei.Q~on 
specified item was leviable at the rate of 9.2 per cent including surcharge upto 31 
December 1999. Rice bran was however, exempted with effect from 1 January 
2000. 

Test check of records of two ROs, Raipur and Raigarh revealed in November and 
December 2005 that 58 dealers sold rice bran (kanda) valued at Rs.5.52 crore 

.\/ S India l'iston Ud. l "s Stme of1'm11il .\'aclu- (197./) 33 S/'C ./71 (,\L l/J) 
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during the period from April 1999 to December 1999 and claimed exemption on 
the . entire turnover. · _The AA allowed the same · and assessed the dealers 
accordingly between Api-il 2002 and March 2003. This resulted in non real.isation 
of tax ofRs.50.80 lakh . 

. After this was pointed out, both the AAs stated in December 2005 that riCe bran is 
tax free. The reply was not tenable as rice bran was made tax free with effect from 
1 January 2000 only and not from earlier date. 

The matter was reported to the department and Government between January 
2006. and May 2006; their reply had not been received (October 2006) .. 

2.7.'1; As per provision of CGCT Act read with CST Act, tax on sale of deoiled 
rice bran as cattle feed was leviable at the rate of two /)er cent between April 1999 
a:nd December 1999 and four per cent between January 2000 and March 2000, , 

Test check of records of RO, Raipur in December 2005 revealed that a dealer sold 
deoiled rice bran valued at Rs. 3. 51 crore during the period between April 1999 
and March· 2000 and· claimed exemption on the aforesaid sales. The AA also 
accepted the same and assessed ihe dealer in October 2002 which was irregular. 
This resulted in non realisation of tax of Rs.9.82 lakh. 

After· this was pointed out,. the AA stated in December 2005 that rice bran and 
deoiled rice bran are the same commodities and it is tax free. The. reply. was pot 
tenable as the Act provides that deoiled rice bran is taxabie as ~atde feed. 

. . . . ... --

The matter was reported to the department and Government in January 2006 and 
April 2006; their reply had not been received (October 2006). 

!ll~llJ·:~llill!ll!.:·1·111111111~1!1lllllll:i:lm=~illlll!lllllllllill'i!li~ll·!li11.l!llll·lil·I=! 
As per CGCT Act, tax paid goods means any goods specified· in Sch_eduie-H 

• which have been purch_ased by a dealer from a registered deal~r in.side t~e State. ·. 

Test check of records of Circle Office (HI) Durg revealed in January .2006 that in·· 
case ofa dealer assessed in February 2004, for the period between April 2000 and 
March 2001 exemption of tax was incorrectly allowed on sale of Jiquefied . 
petroleum gas (LPG) valued at Rs.65.99 lakh purchased frc:im Madhya Pradesh 
State after 1 November 2000 i.e. after formation of Chhattisgarh State." This 
resulted in short levy of tax of Rs. 9: 11 lakh~ 

The matter was reported to the department and Gov.emment between April 2006 . 
and May 2006; their reply had not been received (October 2006). 

l~~:::::f:::f::::1nsiiiii~:::111:n,~:]!f:iif:t#:Hll:lnillitil~!iMii::1,~:-1111:::ii~!iitf.l:!!li::::::II::I 
. . 

Under CGCT Act, and Rul_es made thereunder, any . amount collected by any 
person by way of tax or in any other manner not payable under provisions of th.is 
Act, shall be liable to forfeiture to State Government. Fu.rthei;, it was judicially 
held by the Hon'ble Supreme Courtr that only the p~rson who ultimately bore the 

r State of Madhya Pradesh vlsf.~vankat Lal and others (19~7) 20, VKN-53 
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liability to pay tax is entitled to claim refund thereof. Allowing refund to a dealer 
or middleman who had only passed on the burden to other would amount to unjust 
benefit. · · - · 

Test check of records of AAs, Bilaspur, Durg and Korba between May and 
December 2005 revealed that in case of four dealers assessed between May 2002 
and February 2004 for the years 1999-2000 and 2000-0 I, excess tax of 
Rs.84.54 lakh was collected and deposited with Government. Instead of forfeiting 
the excess tax collected as ·per provision of the Act, the AAs while finalising the 
assessments refunded the same to the dealers. This resulted in non forfeiture of tax 
of Rs.84.54 lakh. 

After this was pointed out, AAs Durg and Korba stated between June and 
December 2005 that the tax collected by dealers was passed on to the purchasers 
by dealers through credit notes. The reply was not tenable as refund of tax was 
admissible to the purchasers from whom it was wrongly collected. Thus, refund of 
excess tax to the dealer was against t~e spirit of the Act and Apex Court's 
directions cited above. In other two cases, AA Bilaspur stated in May 2005 that 
out of refund of Rs.6 . 19 lakh, an amount of Rs.3.39 lakh would be treated as 
Government subsidy as decided by the Board of Revenue1. The reply was not 
tenable as the decision of the Board related to non levy of penalty fo r excess 
collection of tax and was, thus, not applicable in the instant case. Forfeiture of 
excess collected tax was to be made under provision of Act referred above. No 
reply was received for non forfeiture of the balance amount. 

The matter was reported to the department and Government in July 2005 and in 
May 2006; their reply had not been received (October 2006). 

L~ui ' ~~~rrect ~~~ction ~r~~~~~ ~~. .: j 
As per provision of CGCT Act, sale price means the amount payable to a dealer as 
valuable consideration for the sale of any goods less any sum allowed as cash 
discount. Tax due from a registered dealer shall be assessed separately for each 
year. It was judicially held• by the Board of Revenue that deduction for credit 
notes can be claimed in the year in which the related sales have been made. 

Test check of records of RO, Korba revealed in June 2005 that in case of an iron 
and steel dealer assessed in December 2002 for the period 1999-2000, credit notes 
of Rs.3.62 crore issued to the customers during the year 1998-99 were irregularly 
claimed as deduction from the turnover. Since these credit notes related to the 
previous year, deduction of the same was incorrect resulting in short levy of tax of 
Rs. 16.65 lakhli. 

After this was pointed out, the AA stated that deduction was not made from gross 
sales. The reply was not tenable as the gross turnover was disclosed by the dealer 

J .\I s Surana Traders Indore I ··s Commissioner Sales Tnx, .\/adhyn Pradesh . ( 199 /)]./
l'J:.\'-715 dated 19.7.91. 
lf'esfern coal fi eld 1 • s CST ( 1993) 11 TLD 185 (,\IP Boarcl) 
Calculared at the rnte nf ./.6 per cent on Rs. 3.6] crore 
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after deducting the amount of credit notes. Further reply is awaited (October 
2006). 

The matter was reported to the commissioner and Government in July 2005; their 
reply had not been received (October 2006). 

12. t1 .. ·"Jn~b~ct. ·w,a~ef:9r~11te~t!/'\:;:I 

Under provision of CGCT Act, if a dealer fails to deposit the amount of tax 
payable by him in time without sufficient cause, he shall be liable to pay interest 
at the rate of two per cent per month from the date the tax became payable to the 
date of its payment or to the date of order of assessment whichever is earlier. 

Test check of records of the RO, Bilaspur revealed that a dealer deposited interest 
for delayed payment amounting to Rs.5.94 lakh alongwith payment of admitted 
tax for the year 1999-2000. Although no provision existed in the Act for waiver of 
interest, the AA waived the interest while finalising the assessment in February 
2004. This resulted in irregular waiver of interest of Rs.5.94 lakh. 

The matter was reported to commissioner and Government (July 2005); their reply 
had not been received (October 2006). 

As per provision of CGCT Act read with Rules made thereunder, every registered 
dealer shall issue bill, cash memo or invoice recording a statement by affixing a 
rubber stamp that goods sold are manufactured by industrial unit holding 
eligibility certificate/eligible for exemption and are exempt from payment of tax. 
In case of contravention of provisions relating to affixation of seal, the dealer shall 
be liable to penalty equal to two times the amount of tax payable on such goods. 

Test check of records of RO, Durg and Circle Office, Korba revealed between 
June and December 2005 that in case of two dealers assessed in November 2003 
and January 2004 for the period 2000-0 I, goods sold on bills/invoices were 
exempted from payment of tax being manufactured by industrial units holding 
eligibility certificates under exemption scheme, but the dealers did not record 
requisite statements by affixing rubber stamp on bills/invoices. For contravention 
of provision of the Act, the dealers were liable to pay minimum penalty of 
Rs.12.54 lakh equal to two times of the amount of tax of Rs.6.27 lakh for which 
no proceedings were initiated by the department. 

The matter was reported to commissioner and Government m July 2005 and 
January 2006; their reply had not been received (October 2006). 

I 2·1-~ ~~n'·~o~th· of~~oi~~~~ft~~ ] 
As per provision of Professional Tax Act 1995, every person who carries on a 
trade either himself or by an agent or representatives or who follows a profession 
or calling other than agriculture or who is in employment either wholly or in part 
in Chhattisgarh shall be liable to pay professional tax at the rate prescribed. 
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C .fil . · . f I d f . • 
ross ven rcat1on o recor s o 17 commercial tax officers with the list of 

lice~sees o'J liquor, dnem~ houses, video ·and cable ~perators provided by the 
Excise Depfirtment for th~ years 2001-02 to 2005-06 revealed that 974 liquor 
licensees, 3 7i 4 licensees of ;cine~a houses, 4 21 video licensees and 1,4 79 licensees 
of cable operators were upreg1stered. As a result professional tax amounting to 
Rs.52.70 la~h remained um\ealised~. · 

The matter I was· report.ed Ito the commissioner and Government in May 2006 . 
. Reply has not been received (October 2006). 

I
. : . 

. . ' . 

1:t:~:1:1:::;:im;1n11::!i¥irJ~1:11n:~:~o::nP1i:::1§:::11:111::11!1i~fflin1:::1~::1?:11§.:::::::::1 
.. I . : .. · 

. ' I . . . . ·. . 
As per Madhya Pradesh Entry Tax Act, 1976 (MPET Act) (as adopted), value of· 
goods in rel~tion to a _dealdr who has effected entry of goods into a local area shall 
mean the ~arket value o( such goods if they have been acquired or obtained 
otherwise tnan · by way o~ purchase. The "market value" denotes the value of 
g9ods normrJly receivable 1

1

1 

on sale of such goods in the open market during the 
relevant period. 

1 

Test check df records of Rb, Korba revealed in .Jurie 2005 that in case of a dealer 
1. I . • 

assessed· in December 200~ for the period 2000-01,. the AA determined market 
.·. I , 

·value of2.4,7 lakh MT bauxite at Rs.17.40 crore at the rate of R,.s.703.90 per MT. 
raised from,Jown mines a~d Ievie? ent.ry tax a~cordi~gly. Cross verification _of 
records hm\.'.ever, revealed that durmg the aforesaid penod market value of bauxite 

: ';purchase by the dealer from market was Rs.871.30 MT. This resulted in under 
valuation of; purchase valu~ of bauxite amounting to .Rs.4.14 crore at differential 
market rate, of Rs: 167.40 jper MT with _consequent short levy of entry tax of · 
Rs.41.39 lakh, · I: . . ·. . . 
After this wls pointed ou.tJ the AA stated in June 2005 that the assessment and 
valuation of goods was d~ne as per decision of the M.P. Board of Revenue 
delivered. ii~: 1987. The reply was not tenable, as market. value was to be 
determined in relation to thJ dealer who effected entry of goods into local area and. 

· the decision'j of the board\ cited_ by the AA was not a~plica~le in thi~ case. 
Moreover, _market value of' bauxite at Rs.871.30 per MT 1.e. pnce at which the 

· dealer procuted bauxite frqm within and outside the state during the same year 
was av'ailabld in the case recbrds of the dealer itself. · . 

1:he matter ~as report~d to\ the .commissi_oner and Go~ernment (May 2006); their 
reply. had notl been rece1v~d roctober 2006). . . . - . . ' . 

· 1::1~:11I::::I1ia:::1rw1n;t::i1t1i:i1~1iI1 . _ . . 
Under MPET Act (as adogted} and notifications issued thereunder, entry tax is 
Ieviable on ~oods· entering \into local area for sale, use, or consumption as ra~ 
material or as incidental goocis-· or as packing material at the rate specified in . 
Schedule. BJing a schedul~ III item, entry tax on rice bran consumed in the 
manufacturidg proce·ss is leviable at the rate of one per cent. 

::J. I 
C7:0 1Jaip11r (5), CTO Dio-g (3), CTO Raigarh (l}, CTO Bilaspur (2}, CTO Korba (l}. CTO 

Dhamtc!,ri (1), CTO Jagdalpur (1). Damewara. Kanker, CTO Ambikapur (1), CTO Mahasan11111d 
(1). CT~ Ko1~ea (l}. Jashprir . · . 
Prc~fes'sionaltax ranged between Rs. 1. 000 and Rs. 2, 500 per annum 

. · -·I . . . · I ·. · 
• . I 
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Test check of records of the RO, Raigarh revealed in November 2005 that in case 
of a dealer assessed i_n November 2002 for the period April 1999 to December 
1999, entry tax on rice bran though leviable was not levied. This resulted in non 

-levy of entry tax of Rs.4.55 lakh on purchase value of Rs.4.55 crore of.rice bran 
consumed in production. 

After this was pointed out, the AA stated in November 2005 that rice bran is tax. 
free as per Schedule-I of Commercial Tax Act. The reply was not tenable as bran 
was brought to the nontaxable category in Schedule-I with effect from 1 January 
2000 only. 

The matter was reported to the department and Government in January 2006 and 
May 2006; their reply had not been received (October 2006). 
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· 1::1,~:$::::f:IfIEil~i!il]~~ll~If:I 1 · . . .. . 

Test check of records of State Excise conducted! during 2005-06 revealed non 
·I . . ! . . . . . • .. . . . . 

assessment, u1nder assessment, · loss of revenue and non levy of penahy amounting 
to Rs.45:40 crbre ifr 759 case:s which can broadlly be categorised.as undler: .· . ·· 

· " i I ·· [ · · · · · ·. ·.· . • · (JJ1m CU'OU'e o ru ees) 

1. · No~jlevy/short le~ of excise dluty 122 1.49 

2. 
. 'I' ' 
Los~ 9f revenue due to low yield of 
alcohol . · I 

I I 

02. 17.72 

3. . NonJievy/ recove~ of duty on excess 
wastfige · · I · · . 

. 0.14 232 

4. 403 26.05 

. . ;1 .• . . l . . . . . •. . '. .·• . ..•• 
During the year 2005-:06, tne department accepted undler assessment of tax of I ·.·. I . . 
Rs.20.32 cror~ involved in 5717 cases. · · · . · . · 

A few .mustraiive cases invo~ving R.s:4.09 crore are -mentioned in the succeeding 
paragraphs: I 

I 
I 

I 
I 
I 
I 
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3.l Production of alcohol from mofasses not in cons<mance with sugAr 
contents 

Madhya Pradesh Distillery Rules, 1995 (as adopted by Chhattisgarh Government) 
prescribe that every quintal of fermentable sugar present in molasses should yield 
at least 91.8 proof litre (PL) of alcohol. The Rules further say that samples of 
molasses will be drawn at intervals by the distillery officer as prescribed by the 
Excise Commissioner and sent to the departmental laboratory for determining the 
fermentable sugar content. On the basis of the report furnished by the 
departmental laboratory, the distillery officer shall calculate the minimum yield of 
alcohol likely to be extracted. If production of alcohol is less than minimum 
expected quantity, Excise Commissioner may impose penalty at the rate of Rs.30 
per PL for the quantity of alcohol extracted short . 

Test check of records of a distillery in Bilaspur district revealed in October 2005 
that a set of 19 samples was drawn in five batches during the period from 3 June 
2004 to 29 November 2004 and tested in departmental laboratory Based on the 
report, 16, 987 quintal fermentable sugar was present in 40,250 quintal molasses 
used by distillery during this period. The distillery produced 13,88,462 PL alcohol 
against minimum yield of 15,59,498 PL of alcohol as per grade and sugar contents 
in the molasses. Thus, there was a shortfall in recovery of I, 71 ,036 PL alcohol on 
which penalty of Rs.51 .31 lakh at the rate prescribed was leviable but was not 
levied. This resulted in non levy of penalty of Rs. 51 . 3 I lak h. 

After this was pointed out in October 2005, the District Excise Officer (Distillery) 
Bilaspur stated that facts will be intimated after necessary examination. Further 
reply was awaited (October 2006). 

The matter was reported to Excise Commissioner and Government in December 
2005; their reply had not been received (October 2006). 

3.3 Non recovery of excise duty; on excess wastage of country liquor in 
tnmsportation ... 

According to Chhattisgarh Country Spirit Rules, 1995, wastage of country liquor 
transported in sealed bottles from manufacturing warehouse to storage warehouses 
situated within the district is admissible at the rate of 0. I per cent. Excise duty for 
wastage in excess of limit is to be recovered from the licensee. 

Test check of records of Assistant Commissioner, Excise, Bilaspur and Janjgir
Champa revealed between February and September 2005 that 19,45,215 PL of 
country liquor was transported from manufacturing warehouse to storage 
warehouse within the district during the period from November 2002 to August 
2005 of which 19,27,355 PL was acknowledged. Wastage of 17,859.5 PL was 
allowed against the permissible limit of 1,945.20 PL. Thus, there was excess 
wastage of 15,914.30 PL of country liquor for which excise duty ofRs.7.64 lakh 
was leviable, but was not levied. This resulted in non realisation of revenue of 
Rs.7.64 lakh. 
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After this was pointed out ib February 2005,. the .Assistant Coinmissioner, Excise, 
Janjgir-Champa stated in i0a.y .2006 tha.t notice for demand had been issued 
aga.inst distillfr, while Assis

1

tant Commissioner of Ex.Cise, ~ilaspur stated in May 
2006 that re~overy of Rs.2l42 lakh had been made m Apnl 2006. Further reply 

was a~aited rctober 2006)1 . . . •. . .. 

!h~. ma~ter 'Y.as reported t~ the Excise Commissioner,· Raipur .and Government; 
,th~Ir reply ha? not been received (October2006) .. 

. '.:-·. li!il~lt!\.1~,1·111~iilill!'\li~lf,~~111:11~::11111(11.11~:111i1~1::11111111::111~ 
' . . ~;dhyJ·Prad~sh E~cise. Actl 191 ~ provid~s that all du~s to Government that have 

not been paid) by the.q~f~u~t~rs. may be recovered as arrears of land revenu.e under 
. Matjhya Pradfsh Land Reve~me .C.ode, 19~9. Madhya Pradesh /,okdhan (Shodhya 
Rashiyon ki ~rasuli) Adhiniyfm 1987-(as a~opted in Chhatt;isg.arh) further provides 
that ~roc~ss ~Gpen~es at the rate of th=eepet ce1!1 of the principal amoun.t of arrear . ;~c~p~:::~~f ~,~:rt'.~~~:.rdnot1Ce to be issued lo the defaulter m case of 

Test check ofi records of Di~tri9t Excise. Officer (DEO), Mahasamund revealed in 
December_ 20©5 Jhat in five cases demand of process expenses of Rs. 12.37 Jakh on 
principal am~unt of arrear )of Rs.4.12 crore was not included _in the relevant 
dem1m·d· notiq~ issued to th1 defaulter during the year 2003-04. This resulted in 
non ra1smg olldemand of profess expenses of Rs. 12.3 7 Jakh. 

After this wa~1 pointed out inf December 2005, DEO stated tha~ ~~tio~ for r~covery 
. of process expenses could nqt be taken due to absence of provisions m Excise Act. 
The reply wa~ not tenable as Madhya Pradesh /,okdha11 Adhiniyam specifically· 
provides for ·~risi.ng of demaf d of process expen~es whe!1 the dues are recoverable 
as arrears ofl~nd revenu~. F~rther reply was awaited (October 2006). 

The fI\attO{ ~~s. Ceported to Jjthe Excise Commissioner and Goverllment in March 
2006; their re~Iy had notbee~ received (October 20.06) .. · 

1:~~i.::::·:.:i·1111:.::,,111:;#1:;~1naf:1i:,:.~i:1:r."'="iiit:::t~:1:1~~i~!~!:::1,~n1:~1.:::~~1£1:::9~l~i~nt:;1I::,:1 
3.5.li As pe~ Madhya Pradesh Country Spirit .Rules 1995 (as applicable to 
Chhattisgarh)J the· licensee\. is required to maintain at · each 'manufacturing 
warehouse' a: minirnum stodk of rectified spirit equivalent to average issue of 
seven days o~ preceding mohth. In the event of failure to maintain. the minimum 
stock of rectired . spirit. at mrnufacturi~g warehous~, the collector may ~mpose a 
penalty not e~ceedmg Rs.2 wer proof htre- on the licensee for the quantity found 

. s.hort of.the :f1in.imum prestribed stock. This penalty shall be payable by the 
licensee mes~ective of the lfact whether any loss has actually been caused to 
G.overmnent. !I · · ·• _· · 1 · .· . . 

Test check of records of ~areho4se Parasada in district CBilaspur revealed in 
September 2Q05 that· on 151 occa,.sions, 11, 29,269 PL· of spirit had been found 
short against ~rescribed minir;num stock of spirit (78,007.8.PL per day) during the 
period from.*. Ju~e 2004 ~o 3 A~gust.-2005. During .these d~ys the mi~imum 
penalty was npt levied for the quantity of stock found short. This resulted m loss 
of revenue of~' s.22.59 lakh. \ · · 

. . I 
. : . I . . . . -· 
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After this was pointed out in September 2005, Assistant Commissioner Excise, 
Bilaspur stated that supply of liquor had not failed . The reply was not tenable as 
the prescribed minimum stock was required to be maintained at warehouse as per 
rules above. 

The matter was reported to the Excise Commissioner and Government m 
December 2005; their reply had not been received (October 2006). 

3.5.2 As per Madhya Pradesh Distillery Rules, 1995 (as applicable to 
Chhattisgarh) licensee shall maintain at distillery, the minimum stock of spirit as 
prescribed by the Excise Commissioner from time to time. In the event of failure, 
Excise Commissioner may impose a penalty not exceeding Rs.5 per PL on the 
quantity found short of the minimum prescribed stock. This penalty shall be 
payable irrespective of the fact whether any loss has actually been caused to 
Government. 

Test check of records of two distilleries in Bilaspur and Durg district revealed in 
September 2005 and January 2006 that the distillers failed to maintain prescribed 
minimum stock of spirit at distillery by 43.43 lakh PL on 52 occasions during the 
period from 1 March 2005 to 31 December 2005 . Penalty of Rs.2.17 crore was 
leviable but not levied. 

After this was pointed out in September 2005 and January 2006, Assistant 
Commissioner Excise Bilaspur replied in July 2006 that the reports relating to 
short quantity of spirit from minimum prescribed quantity maintained at distillery 
have been sent to Excise Commissioner. Further reply was awaited (October 
2006) 

The matter was reported to Excise Commissioner and Government (December 
2005); their reply has not been received (October 2006). 

As per Government notification dated 23 May 2001, on expiry of a license of 
country liquor shop the balance stock is to be returned to wholesale warehouse. 
Excise duty on balance stock already paid shall not be refunded to the licensee. 
The disposal of balance stock is to be made in accordance with orders of the 
Excise Commissioner. Madhya Pradesh Excise Act, 1915 provides that no 
intoxicant shall be imported, exported or transported except after payment of any 
duty. 

Test check of records of Assistant Commissioner Excise, Bilaspur and District 
Excise Officer, Jashpur revealed in September and October 2005 that balance 
stock of 1,09,503 PL foreign liquor, 95,706. PL country liquor and 52, 132 bulk 
litre of beer in 132 shops was handed over to new licensees on 11 April 2005 by 
the Excise Department without prior recovery of excise duty. This resulted in non 
recovery of excise duty ofRs.97.64 lakh. 

After this was pointed out in October, 2005 Assistant Commissioner Excise, 
Bilaspur stated in July 2006 that notices had been issued to the concerned 
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licensees. DEO Jashpur replied in October 2005 that baiance stock was handed 
over to new licensees on 11 April 2005 for which Rs.10.36 lakh was recoverable 
from new licensees out of which Rs.8.23 lakh on account of excise duty had been 
adjusted and for remaining balance of Rs. 2. 13 lakh, notices were being issued to 
new licensees. 

The matter was reported to the Excise Commissioner and Government (between 
December 2005 and January 2006); their reply had not been received (October 
2006). 
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I 4.1 . -=:::;Jttsi.dt ofiudit 
Test check of records relating to taxes on vehicles during the year 2005-06 
revealed non assessment of tax and loss of revenue amounting to Rs 2. 99 crore in 
852 cases which can broadly be categorised as under: 

(In crare of rupees) 

SI. No. Category Number of cases Amount 

I. Noni short levy of vehicle tax 777 2.85 

2. Others 75 0 14 

Total 852 2.99 

An amount of Rs.0.37 crore had been recovered in 142 cases during the year 

An illustrative case involving Rs.2 . 11 crore is mentioned in succeeding paragraph: 

.. 



. l 11d11 Report for the yenr enc/eel 3 I .\ fnrch 1006 

14.2 .~on levy or '\lehicle ta.s, and pena;ity = I 
According to the provisions of Chhattisgarh Motoryan Kardhan Adhiniyam, 1991 
and Rules made thereunder. tax is leviable at prescribed rates on every vehicle 
used or kept for use in the state. In case of non payment of tax, the owner shall be 
liable to pay penalty at the rate of one twelfth of the unpaid tax for each month of 
default or part thereof but not exceeding the unpaid tax. If the owner fails to pay 
the unpaid tax or penalty or both. the taxation authority is required to issue a 
demand notice and recover the dues as arrears of land revenue. 

Test check of records of Additional Regional Transport Office, Ambikapur and 
Regional Transport Office, Raigarh and Raipur revealed between September 2005 
and November 2005 that vehicle tax in respect of 364 vehicles of different 
categories such as goods carriages, stage carriages, public service vehicles, spare 
State carriages/ public service vehicles amounting to Rs.1.08 crore and penalty 
amounting to Rs .1.03 crore was not levied and recovered from vehicles during the 
period between May 2002 and March 2005 . This resulted in non realisation of 
revenue of Rs.2. 11 crore. 

After this was pointed out in May 2006 the Transport Commissioner replied in 
September 2006 that in 142 cases, recovery of Rs.36.76 lakh has been made and 
Rs.44 . I 9 lakh was irrecoverable as recovery was not effected in time. Recovery of 
balance amount of Rs. I .30 crore would be intimated. Further reply was awaited 
(October 2006). 

The matter was reported to Government m May 2006; no reply was received 
(October 2006). 
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Test check· of records rel~ting to stamp. duty. and registration fee during the year 
2005-06 revealed .non/und¢r assessment of revenue amounting to Rs.1.61. crore in 
810 ·cases w.

1

1

hich can broadf y be categorised as under: . 
. ·~ · (In crore o ru ees) 

:::\§J,~i:::I~*:=:::, :,:.:m~l~~~::~~'~I~~::: .:.:~m~AA~~·:·: 
I i · · 

I. Snort realisatio~ of Stamp d.uty and . 329 0. 75 
registration fee dlie to under valuation of 
prpperties · \ . . 

. I .. 
· A few illustrative cases l:i.nvolving Rs.0.17 crore are mentioned in following 

paragraphs: 
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1:j~?1:=::=::=:::::-~n~~1~~!:·:~~1~.~$.ip•~::9.li.!~mn:1.~~:i~:.::::=i 
Indian Stamp Act, (IS Act) 1899 provides that instruments are .liable to stamp duty 
and registration fee at prescribed rates in accordance with the nature and value of 
each instrument. According to the notifications issued by Government in March 
1 982, mortgage/ hypothecation deeds for securing loans for agriculture purposes1 

executed by bhoomiswami/ lease holder belonging to scheduled castes/ scheduled 
tribes and other bhoomiswami/lease holders holding land not exceeding I 0 
hectares are exempt from payment of stamp duty. Further instructions issued in 
August 1989 and September 2003 require all officers to ensure that the specific 
purpose of the loan is mentioned in the deeds and is covered by the definition of 
agriculture purpose. 

Test check of records of Sub Registrars (SRs) Kanker and Narayanpur between 
May and September 2005 revealed that exemption of stamp duty and registration 
fee of Rs.3.85 lakh was allowed on 44 mortgage deeds registered between April 
2001 to February 2004 for granting loans of Rs.65.81 lakh for construction of 
houses, purchase of jeeps/ motor cycles and brik kilns. In one case the land held 
by bhoomiswami was more than 10 hectares and in three cases the purposes of 
loans were not mentioned in the deeds. This resulted in loss of stamp duty and 
registration fee of Rs.3.85 lakh. 

After this was pointed out, SR, Kanker replied that action would be taken after 
verification; SR, Narayanpur stated that the cases would be sent 'to collector of 
stamps after proper scrutiny. ·Further report in the matter has not been received 
(October 2006). 

The matter was reported to the Inspector General of Registration and Stamps and · 
Government between July 2005 and November 2005; their reply has not been 
received (October 2006r 

l:~~~-:=,:::rn::,:.::::1·9~~1::¥~~¥~~~~~::=:~f:,p,f:~P:i!~~!~:::·:::·:·:1 
As per section 47 (A) of the IS Act, as amended in August 2000, if the registering 
officer while registering any instrument has . reason to believe that the market 
value of any property had not been set forth truly and correctly, he should before 
registering such, document refer the same to the Collector of Stamps for 
determination of correct market value of such property. 

Test check of five SRs~ revealed between May and November 2005 that in 77 
instruments registered between January 1997 to March 2005, the market value of 
properties was reckoned as Rs.1.70 crore in the instrument instead of Rs.3.04 
crore as worked out on the basis of guideline rates approved by collectors. SRs did 
not refer the cases to the Collector of Stamps for determination of correct market 
value and duty leviable thereon. This resulted in short realisation of stamp duty 
and registration fee of Rs. 13 .26 lakh. 

T .\laking land fit jiw cultimtion, land raising and harvesting of crops, horticulture, 
.forestry, planting mu/farming, ca/tie hreeding, dairy.farming, seed.farming, piggery and 
poultry ./(mning and acquisition <!f implements and machinery in connection 11·ith such 
activities. 
Garzvahand, Gharghora, .Jagdalpur, Keshkal and Narayanpur 
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Owpter-1 :· Other Tax Receipts 

. I 

After this was pointed put, SRs Narayanpur and Jagdalpur stated in May and 
October t005 that acti~m was being taken in the matter. No reply has been 
received i~ other cases cqctober 2006). 

-~~11:11!:1:1:1:::1.1:·:1t11~~1~11!r ;1111~~*t~~11-!~-~~1~~1~.:;,1~:[~1~~~;,.1~:::1. 
Under Se.btion 47(A) of; IS Act, if the registering officer while registering any 
instrumen~ finds that market value. of any property set forth is less than market 
value worked out as per

1 
guidelines, he should refer the same to the Collector of 

Stamps fo:r determinatio\l of the correct market value of such property. As per 
Government of Madhya Pradesh instructions issued in March 1977, cases referred 
to collectdr were to be finalised within nine months from the date of reference 
Chhattisg~rh Governmen~ vide letter dated 17 September 2003 reduced this period 
to 90 days[ · i 

Test checJ of records of tive SRs between February and September 2005 revealed 
that· 6 7 dbcuments wer~ referred to Collector of Stamps for determination of 
correct m~rket value of properties during the period between July 1988 to April 
2005 as shbwn under: I · · · I , 

••.•.SNlt'.,··.:.·. ·.:) 7 a. rn.• ~•.~_:·_••1if5:~· :· .. :·.·:· .. · · •• i\f.ci; • uf~tii;_l1mciit{ • << • .• :.:.•f\1.•.' .... ' .•. :?r(~:~ ~r~~~~·f_.·_ .•. ~.-.'..t.·;·c·•.· .•.. ·.~. ·.·.r ... '.c ... :.-.•~ . .:\ .•.•. • .•. ••.•.••.··. •.•.· . .-.•s ..... 1·~.\ .•. &J.4···.•._;.·•._''R".· •.•• F0_ .. •fi .•.. ~.·r:~.;;-Oi·~-''.cc.s'.~··.··.\/ f • rffofr~dto,Ct>Ue1;tlfo .... 1rn Ul .. 

I. SR q.iariahant! 10 June 1999 and April 2004 2.47 
2. SR .1anj 0 ir 31 A )ril 2003 lo Julv 2004 8.07 
3. SRJ~ilasmr 12 Julv2001loA)ril2003 2.46 
4. SR Ranker I 0 Julv 1988 lo FebruarY 2003 1.80 
5. SR $urajpur 4 February 2005 to May 2005 1.63 

The cases 1lwere still pen~ing with. the Collector of Stamps for determination of 
correct ma~ket value. Th~ delay ranged between 11 to 191 months. This resulted 
in blockagJ of revenue ofRs.16.43 lakh. · 

After this las pointed out between February and September 2005, the SRs replied 
that the cdncerned Colle~tor of Stamps would be requested to finalise the cases 

I '·I I .. . ear y. , \ 

The matter was reported to Inspector General, Registration and Stamps and 
Governmerlt between Jurie 2005 and November 2005; their reply has not been· 

I I ' 

received (October 2006). I 
I 

I 
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Test check 0f records of forest receipts. during the year 2005-06 revealed loss of 
- revenue ambunting to R~. 53. 81 crore in 186 cases which can broadly be 

- . d ,i d I - categorise a\ s un er: 
1
,, 

(!11 crore o ru ees) 

During the ~ear 2005-06 _the department accepted one case involving amourit _of 
Rs.7.17 cro~e. . I · . . 

A few illustJative cases in~olving Rs.12.54 crore are mentioned in the following 
paragraphs: i 
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6.2 Loss of lntereS.t·tlu'e to non:rollecrlont Teniittarice':ot:tunHl;ln:ttle:itorfu:; 
oc r.~eti· tt~l>osit$. · ·:. ·· . :,., ':+: ;·:,, /:. ;·;·~i!it)i!:!JMii:M::;:,\1'!::::1.i;;:[:::·:l:::,;:m::;tt'.t'.(;',:t:l:Lri:L,;ti[;,:;;;1,;u;; 

Government of India (GOI), Ministry of Environment and Forest issued 
instruction in March and September 2004 that the State Government should 
receive the funds for compensatory afforestation and net present value (NPV) 
from the user agencies for diversion of forest land for non forestry purposes and 
keep the fund in the form of fixed deposits (FDs) in the name of concerned 
divisional forest officer (DFO) or the nodal officer of the State for the amount 
prescribed by the State Forest Department. During the years 2003 to 2005, interest 
receivable from nationalised banks on FD ranged between 5.5 and 6.5 per cent. 

6.2.1 Test check of records of DFO, Dhamtari in March 2006 revealed that 
3 16.276 hectare forest land was allowed between July 2004 and August 2005 for 
construction of water tanks under Irrigation Department. NPV amounting to 
Rs.24.67 crore was however, not recovered, even after delay ranging between 6 
and 30 months. This not only resulted in non realisation of Rs.24.67 crore but also 
loss of minimum interest of Rs.1.20 crore accrued thereon. 

After this was pointed out, the DFO stated that efforts are being made to collect 
the NPV. Further, reply on recovery was awaited (October 2006). 

6.2.2 Similarly, test check of records between March and May 2006 of eight" .. 
forest divisions revealed that 1464.653 hectare forest land was diverted for non 
forestry purposes during 2003-04 to 2004-05. The amount of Rs.118.09 crore 
received from various users agencies as NPV of diverted land was deposited in 
personal deposit account (PDA) instead of FDs. Thus, retention of Rs.118 .09 
crore in PDA instead of FDs for a period ranging between 11 and 25 months 
resulted in a minimum loss of interest of Rs. I 0.3 5 crore

0

• 

After this was pointed out, fout· DFOs stated between March and May 2006 that 
the amount was deposited into PDA as per directions of the State Government and 
GOI letter of March 2004 was not available in the office records. Replies of 
remaining four::l DFOs were still awaited. The reply was not tenable, as GOI 
instructions of March 2004 and September 2004 clearly directed the State 
Government to deposit the money as FD in any nationalised bank. 

The matter was reported to Government in May 2006; their reply had not been 
received (October 2006). 

.... 

. l 

IJFO, Dha1111ari, Raj11a11<(f!.aon. Bilnspur, 1~·ns1 Raipur, Dan/ell'acla, A.·anker, Dur~. 
Kmrnrdha. 
Calculated nl lhe 111i11i11111111 inlerest rnle of 5. 5 per cenl prevalent during 1he years 2003 lo 
2005 . 
DFO, Dhamtari. /Jila.\pur. East Raipur, Rajnandgaon . 

DFO, Danlewaclo, A.·anker, Dur[!, Kawordho. 
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Chapter-VJ: Forest Receipts 

!ll,l!ll!!illlllli!::::·::w ====:=f:'.·:;;::111111rit1r=:~· ................. ., ... ,,: .. ·::=.::·"·"·.·=:, ..... ::ililll! . .. . 
As y~r Chief Conseriator of ForesJs (Productiotf) instructions ·of Jantiafy J9.84, 
v~n~tl~n u~to __ I 0 pe~ cent_ betwe~h: estimated quantity of timber as assessed by 
terntonal \\'mg and actual yneld oft1111-her as· per· production wing is permissible. · 

. Test check. 6r recordJ .of three divisions ~n Oc~ober 2.003, Ma~ch and April: 2006 
for the years 2001-osJrevealed huge:variations between actual yield and estimated 

".yield of timber and fuel wood as shown under: . . . . · ... · ·. : . . ·I . . . i . . . . 

1•••••••• I. DFO, Dhamtari . 2002-03 Tµnber 1,023.218 . 689.688. 333.53 33 · 42.66 

·F4d wood 2,396 l,322 1,074 . 45: 
2003~04 Tµnber 2,33~.ooo. 1,241.163 1,094.837' 47 

F1iel wood·.· ~.059 1,912 2,147 53: 

2: DFO, East 2001-02 Timber 1,15~,904 345:141 .. _811.763 ·, 70·· 52:s1 
Raipur I 

F*el wood },433 2,462· 971 28 •. : 

2003-04 . T~ber 595.265 . •. 225.484 .. 369.781 : 62 
F~elwood l,023. ·.768 255. 25. 

2004~05 TiPiber l',024.144 68Q.655 343'.479 34 . :· 
3. DFO, Korba 2002-03 · T$iber 7C915 20.456 · 5L459 .. . •.• 7.2 ... ·· 3'96 

Fqelwood 
1 
898. ·. · 196. · ·• _.702 ·· · .. 78 .· 

~he. sllortfall in actuai[lproduc!ion rJg~clbetween 33 to 72 per.c~~t{in; case.:of 
timber and 25 to 78 Prr cent m case 

1
of fuel woo( The production fell shor-Lby 

·.J,004:859 cu.m. timbeti

1

1 and5;149fuel stacks involving revenue o(Rs.99.49 lakh . 
. ~o acti~n was taken at. any le_vel to fi~d out .the r~asons foJ:: such, .&hortfaH irt 8:Ctual 

::, ::h:;: :0:::1::v;:,
0

~~:1
9

!:~n. ~arph 2696\hat·· low·Y)cld 
was due to different geographical s1tuat10ns of the d1v1s1on.The DFO, East Raipur 
stated in April 200,6 th~t the estimatldn Qf yield ·is· prepared Ort the bas~s offonn 
factor and: low yield ofi _timber,is due jto biotic pressure in the _c9upes and de~.se 
habitations. The DFO, Korba stated id October 2003 tliatthe estimated yield has 

. been. worked otiton the! basis of unfe.II~d tre~s. 'Where~s act~~ p~o~p~ti()n h~~ .~~-~~ 
worked. out after.measurement of felled trees m depoL The reph~s are nottenable 
·as.marking· of trees _and estimation oflyield werecarried~ out keeping iD..view hll 

. these. factors. Moreovet, . excessive vaHation between estimated and actu~ yield 
should have been investigated in the irit¢rest qfgovemment·revenue~ 

. Th~ .matter. w~s. r~porte~ to• Govemmert in June 20,04 ~d. May ioo( theif reply 
had not been received (October2006) 1 

-P-· --C-a-lc-'-ul-~-te..,..d""'"a-t s...._a-"le-R~i r'-ic-e-of tim6er ra~ging be_f)veen Rs.4.144_ to Rs. 7 andforfuel wood 

ranaina between Rs.isoo to'Rs.570. ! 
0 0 •. . :I . . i 

.. : ·. .I 
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1~~~ni~r:;:{J)roc~~[9~:m.e~9~;4~~:!9.;;~9#'#.~e•~it~ffo~/of~*.mJ>.c>f>.:~ciu~s'•''·I 
Bamboo is felled/exploited in four years felling cycle prescribed in the relevant 
working plan of the division. Non felling o f bamboo prevents fresh growth of 
coppice shoots/clumps which eventually generate future bamboo crop. 

Test check of records between September 2005 and May 2006 of three DFOs, 
Bijapur, Rajnandgaon and Raipur and three Conservators of Forest (CF) Bastar, 
Durg and Kanker revealed that 88 coupes having 25, 148.536 notional tonne 
bamboo which were due for felling were not felled during the period 2002-03 to 
2004-05. There was thus, blockage of revenue of Rs.6.53 crore®. 

After this was pointed out, the DFO Rajnandgaon, Bijapur stated (September 2005 
and January 2006) that non felli ng was due to uneconomical working of coupes 
and naxalite activities. It was also stated that cases were sent to concerned CF, for 
write off. DFO Raipur stated (May 2006) that since the bamboo coupes were unfit 
for exploitation, proposal for write off had been sent to CF and coupe B Chengaria 
had been written off by the CF. Reply from three circles (CF Baster, Durg and 
Kanker) is awaited (October 2006). 

The replies were not tenable as the Additional PCCF (Development) in March 
1998 has already quashed all these reasons as invalid and directed all the forest 
divisions to invariably carry out operation as per approved working plan. 

The matter was reported to the department and Government (May and June 2006); 
their reply had not been received (October 2006). 

0 The estimated yield wa.\' calculated on the basis of average of actual yield of the coupes 
felled during 100./-05 and Chapter 8 of Part-// of working plan for the year I 999-2000 to 
1008-09 in Raipur Division. 
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Test check o~ re~ords of e19etrical and safety d~ring the year 2005-~6 ~evealed 
no~short real1Fat10n of deve~ppment cess aimountmg to Rs.2.48 crore m snx cases 
whi.ch can broadly be categonsed ·as under: . 

I · . i (!lll8 Cli'Oli'e o 8'/JQ ees) 

:=:::~1~:::~~~:::::n:=:::::::::::::::::::::::::1::::::::::::::::::::::::::;:::=:::::::,:::::.:·:::1im1~t=~:,:·:=:=:=:,::·:::::::,::.::::·:,::·:::·:::::::·:.::::=:::::=:::=:=: ::::::!=11.m1t!:!if,:~1~i.:::=:::,,::::.:::1m?:w.J@~:.::·:·:=::: 
L Non lealisatiorn of deveilopment cess from 1 0.47 

prod~cers of eiectrica~ energy 

2. Loss [due to· non i~spection of electric · li 0.83 
instaUation i 

3. Othets 4 1.18 
I 

A few cases in'I olving Rs.1.Jd crore are mentioned! in following paragraphs: · 
! . 

I 
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. Chhattisgarh Upkar (Sanshodhan) Adhiniyani, 2004 provides that every producer 
of .electrical energy shaU pay to the· State Government an~energy development cess 
at the rate· of 10 paise per unit. with effect from 15 February 2005 on electrical 

· energy sold or supplied to a consumer or consumed by himself or his employees 
by his captive power unit or diesel or other generator sets of more than 100 

· kHowatt capacity during the month. · 

Test check of records of Executive Engineer (EE) Electricity and Safety, Raipur 
revealed in November 2005 that two producers0 of electrical energy having. 
capacity power/ DG set.of more than 100 kilowatt produced and consumed 4.65 
crore units of electrical energy for the period from 15. February 2005 to ll May 
2005 but did! not deposit development cess. This resuhed in non realisation of 
Rs.46:56 lakh. · 

·After this was pointed in .May 2006, Chief Electrical Inspector stated in June 2006 
that in one case matter had been takeri up with the producer for recovery of cess. 
In another case i.t was stated that recovery ofRs.35.87 lakh has been made through 
Chhattisgarh State Electricity Board. The details of payments of development cess 
into Government account were awaited (October 2006). · 

The matter was reported to Government in January 2006; reply was awaited 
(October 2006). 

Ac~ording to the Indian Electricity Act, 1910 read! with rules made thereunder 
· fees at prescribed rates are leviable for inspection of electric installations of 
various categories. Government notification dated 22 August 1987 provided that 
electric installations of medium voltage were to be inspected triennially' and all 
others were to be inspected annually and also prescribed the· fees for inspection of 
different types of units: . · · 

Test check of records . of the EE, Electricity & ·•Safety, Raipur revealed in 
Nov~mber 2005 that inspection of79, 197 medium voltage electrical installations, 
50,443 Chhattisgarh Electricity· Board electric installations, 1,690 high voltage 
electricaUnstaHations; 141 generators and 27 X ray installations were not carried 
out as per prescribed norms duriD:g the period from 2001-02 to. 2004-05. This 
resulted in loss ofRS.82.96 lakh on account ofinspection fee. 

After this was pointed out i~ November 2005. EE, Electricity & Safe~, .Raipur . 
stated ·that inspections were carried out by every inspector as per target. fixed! _by 
head of the department. The reply was not tenable as in5pect~ons had to be carried 
out as per periodicity prescribed in notification dated 22 August 1987. · 

(i) MISACC·Cementfactoiy . 
(ii) MIS Hindustan Electro Graphite Pvt. LtdBoarai; Durg. 
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1 Chapter VII: Electricity & Safety . 

The matter Las reported L Cllief ElectricW Inspector, Electricity & Safety and 
· Government in January 200:6; their reply had not been received (October 2006) . 

. i 
'·I ··r ... · ! .. 

I 
: j 

i 
1· 
I 
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· Test check of records relating to assessment and collection of mining revenue during 
the year 2005-06 revealed non/ short assessment of royalty, dead rent, non recovery of 
contract money, royalty, mineral area development cess and short levy of interest on 
belated payment of royalty etc. amounting to Rs.261. 80 crore in 484 cases whiclh can 
broadly be categorised as under: 

(lea crore o 1!64 ees) . 

::,:,:§J.~::1~*:::: .. :::·:·:·:::::.:=:.:'::::,-::::::·::'::·:.::::,::::::::::::·:·:·:=:::::=::;:,11tii!1:.:-:,:::::,:·:::::::,:::=:::=:::::·:,:·:::::::::.:·:::.:1.::1.=:·:::.:::=:. ::.:,;111!n=:!~:~i,11.:,:: ::::·:::.:1miMw.J:1:·:·:::= 

1. Non levy of dead rent and interest 54 0.17 

2. Short/ non levy of royahy and interest 47 20.80 · 

3. Short levy of Stamp dluty and 18 0. 16 
registration fee 

4. 

5. 

Review on "Assessmellllt and 
Cl[Jlliednl[Jlllll of mhning idlunes from maijoll" 

· minerafis9
'. 

Others 

228.61 

364 

During the year 2005-06, the department accepted under assessment royalty of 
. Rs.59.27 crore in 349 cases. 

A few illustrative cases and a review on assessment andl collection of mining dues 
from major minerals involving Rs.228 .61 erore highlighting important cases are 
mentioned in the following paragraphs: 
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. lud1t Report for the year ended 31 .\larch 1006 

~eology and Mining Departmeo~ 

8.2 Review on: Assessment and Collection of Mining dues from Major 
Minerals 

Highlights: 

Royalty of Rs. 15. 12 crore was realised short. 

(Paragraph 8. 2. 7) 

Incorrect gradation of coal resulted in toss of revenue ofRs.209.93 crore. 

(Paragraph 8.2. 9) 

Cost of mineral of Rs.23 . 11 lakh due to unauthorised extraction was not 
realised. 

(Paragraph 8. 2. I 1) 

Stamp duty and registration fee of'Rs.1.49 crore ·'was realised short due to 
incorrect calculation of average royalty. 

(Paragraph 8.2. 15) 

Recommendations:-

The State Government may consider implementation of the following 
recommendations to strengthen it s system of assessment and collection 

• internal control may be strengthened; 

• extraction of minerals should be as per mining plan; and 

• royalty should be recovered on mineral despatched from the leased area. 

8.2.1 Introduction 

Chhattisgarh is endowed with rich major minerals such as iron ore, coal, diamond, 
limestone, bauxite, tin ore, fireclay and corundum etc. 

The exploitation of mineral wealth, assessment of royalty and collection thereof is 
governed under the provisions of Mines and Minerals (Regulation and 
Development) Act, 1957 (MMRD Act), Mineral Concession Rules, 1960, (MCR) 
and Mineral Conservation and Development Rules, 1988 (MCD Rules) and 
Madhya Pradesh Minor Mineral Rules 1996 (MPMMR). 

37 



I, 

. Chapfer-VJJJ: MiningReceipts 

. . . . . 

·.The Principal Secretary, Mineral Resources Department is incharge of.Ge~logy arid 
· Mining Department. the Director, Geology and Mining (Director) is the head of the· 

deparlme;nt who is assisted by three Deputy Directors at regional level i.e.· BHaspur, 
Jagdalpur and Raipur. At district level mining officer (MO), assistant mining officer 

. (AMO). and mining inspector (MI)· are to administer mining activities involving 
processing of applications for leases~ assessment, realisation of revenue, prevention of 

·. illegal. mining and other activities leading to leakage of revenue .. There is a flying 
. s~uad w~ch works under the controf of Director. 

8.2.3 . Aud!M·~~j~diives. 
Detailed. l:lnaly.sis of records was conducted with a view to: 

® .• ascertain . whether the ruf e~ and · procedures prescribed in the MMRD Act, 
. MCR and MCD Rules :were being complied with and 

l'J ' ascertain the effectiveness of the internal control mechanism for realisation of . 
dues. 

8.2.4 Scope @f~uildnt 

Test check of records ·or six© out of 16district~ for the period from 2001-02 to 
2005-06 was conducted between March 2006 to May 2006 to ·examine the correctness 
of assessment; collection and recovery of mining dues. The selection of units was 

· . done · keeping in view the ·revenue . collection and presence of deposits of major 
minerals in the area. The results oftest check are detailed in succeeding paragraphs. 

8.2.5 Tll'elillid! ~f reve111me 

The budget estimates, ~ctuat receipts for the years from 2001-02 to 2005-06 was .as 
~nder: - .. · . . 

· (Jn crore of rupees) 

:t 2. J. 4. 5. 

·2001-02 455.00 454.04 . H0.96 (-)0.21. 

2002-0l 539.41 . 538,14 (-)l.27 (-)0:24 

2003-0.4 . 709.00 629;68 (-)79.32 . . (-)lU9 .. 
2004.;05 700.00 .. 679.83 (-)20.17 (-)2.88 

2005-06 . 700.00. 721.12 (+)21.12 (+)3:02 

© . Dantewada; Durg, Janjgir, Korba, Koria and Raipur . 
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8.2.5. 1 Arrears 

The arrears of revenue from major and minor minerals as on 31 March of each year 
were as under: 

fin crore of rupees) 
~-·' . .. . :-, Year.·','''L·" 

2001-02 8.39 
2002-03 8.79 
2003-04 1.97 
2004-05 2.12 
2005-06 1.91 

Various stages at which the revenue was pending collection as on 
31 March 2006 were stated to be as under: 

1n crore o ru es) 

SI. No. Rwons Amount ' · 
l. 0.29 
2. 0.17 
3. Whereabouts of defaulters not known 0 .05 
4. RRCs sent to the collectors of other states. 0 .0 1 
5. RRCs sent to the collectors within state 0.72 
6. 0.67 

. ; .~. . 1.9f.,·. 

8.2.6 Internal control mechanism 

8.2.6. t Non finalisation of periodical assessment of revenue 

As per Director, Madhya Pradesh instructions issued in August 1966, assessment of 
royalty in respect of mining lease shall be done every six' months i.e. in June and 
December every year. Director, Mining, Chhattisgarh also reiterated this in June 2001 
and directed that a report of finalisation of assessment is to be sent by the MI before 
due date to MO for his approval. 

Test check of records of six" district mining offices (DMOs) revealed that in case of 
60 mines, assessments of royalty for the period from June 1994 to June 2005 were not 
fina1ised. This indicated that internal control instituted by the Director was not being 
complied with. · 

Further, test check of records of five out of 26 lessees of limestone in DMO, Durg 
revealed that six monthly assessments for the period 2001-2005 involving Rs.1.1 7 
crore were not approved by MO though the MI had submitted their assessm~nts. It is 
evident that six monthly assessments were being given scant attention by MO. 

8.2.6.2 Non maintenance of demand and collection register 

Demand and Collection Register (DCR) maintained by the Mining Department 
contains the names and addresses of lessees, area and period of lease etc. to keep 

Dantewada, Durg, Janjgir, Korba, Koria and Raipur 
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watch on quantity of minerals extracted and despatched, royalty payable and paid, 
dead rent payable and paid, demand raised after assessment and arrears of revenue 
etc. 

Test check of records of OM Os, Durg, Korba and Koria revealed.that DCRs were not 
maintained, in the absence of which the authenticity of assessed royalty and dead rent 
etc. could not be checked. It indicates t_hat the DMOs were not in a position to assess 
the outstanding dues against the lessees. 

After this was pointed out, the department stated that OCR would be maintained· and 
intimated to audit. Failure to maintain DCR may result in non detection of cases such 
as non levy of dead rent and interest and non cancellation of idle mining leases etc. 

8.2.6.3 Inadequate inspections 

As per instructions of Director, Madhya Pradesh issued in March 1 978 (as adopted by 
Chhattisgarh) Ml is required to inspect mines in his area once in every six months 
between April to September and October to March each year to ensure that terms and . 
conditions as laid down in the lease deeds are observed by lessee, extraction of 
mineral is not done outside the leased area and the leased area is properly demarcated. 

In five® DMOs, it was observed that only 329 mines out of stipulated 795 mines were· 
inspected by Ml during the period from 2001-02 to 2005-06 as shown under: 

150 51 99 66 
2002-03 152 64 88 58 
2003-04 166 70 96 58 
2004-05 167 69 98 59 
2005-06 160 75 85 . 53 

The percentage of shortage of mines not inspected ranged between 53 to 66 per cent. 
Inspection report of mines conducted by MI were not produced to audit. In the 
absence of these reports, periodicity of inspections could not be ascertained. 

8.2.6.4 improper maintenance of daily dassification register 

A daily classification register is required to be maintained by the department to ensure 
that all payments of royalty claimed to have been made by lessees or remitted by 
department in treasury office have actually been deposited. At the end of each month 
the entries of daily classification register are required to be reconciled with list of 
remittances received from treasury officer. 

Test check of the classification registers of DMOs, Durg, Korba, Koria and Raipur 
revealed that entries were made in the daily classification registers on receipt of list of 
remittances from the treasury officers instead of from the challans received from the 
lessees. The number and date of challans had also not been mentioned in these 
registers. In DMO Raipur, the register was not maintained from January 2005 
onwards . . , 

I!!' 
Durg, .Janjgir, Korha, K.oria and Raipur 
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After this was pointed out, OM Os stated that copies of challans were not available in 
all cases and entries were made from treasury remittance lists received from treasury 
and reconciled with the challans received from lessees. The cases of non availability 
of challans in DMOs were required to be investigated which was not done. In view of 
this, chances of fraudulent payment claimed to have been made by the lessees and 
embezzlement by departmental employees could not be ruled out. 

8.2.6.S Internal audit 

There was no internal audit wing (JAW) in the department to ensure effective control 
over timely assessment of revenue, inspection of mines etc. 

After this was pointed out, department stated in October 2006 that JAW was 
constituted in August 2006. 

8.2. 7 Short realisation of royalty 

As per MMRD Act and rules made therein, the holder of a mining lease shall pay 
royalty of any mineral removed or consumed by him or his agent or employees from 
the leased area, at the rates prescribed, before 20th day of the following month. 

Test check of records of OM Os, Korba and Koria revealed that a lessee extracted and 
removed 128.61 lakh MT of coal from two collieries during the period between April 
2001 to November 2002, January 2004 to December 2004 and April 2005 to March 
2006 but paid royalty on 116.39 lakh MT of coal. This resulted in short realisation of 
royalty of Rs.15.12 crore on 12.22 lakh MT of coal. The short payment remained 
undetected as six monthly assessments had not been carried out by the DMOs. 

8.2.8 Non realisation of royalty, dead rent and interest 

As per MMRD Act, the holder of a mining lease shall pay every year dead rent for 
total leased area or royalty on the mineral extracted whichever is higher. Lessee is 
liabl~ to pay dead rent in advance for whole year on or before 20th day of the first 
month of the ensuing year. Interest at the rate of 24 per cent J1er annum is leviable for 
belated payment of dead rent from the sixtieth day of the expiry of the due date till 
default continues. 

8.2.8.1 Test check of records of DMOs, Korba and Koria revealed that a lessee who 
was granted three leases for extraction of coal, between 1995 and 2002, extracted no 
coal from the mining areas. The lessee was liable to pay dead rent of Rs.82.04 lakh 
during the period from 2001-02 to 2005-06 but was not paid. In addition, interest of 
Rs.44.42 lakh was also leviable. 

After this was pointed out, department replied that in two cases action would be taken 
after verification and in one case it was stated that action for surrender/ lapse of the 
mine had been taken up with Government. 

,\h; South f:nstern C'onlflelcls Limited, Bilmpur 
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8.2.8.2 Test check of records of OMO, Durg revealed that a lessee (holder of 
limestone leases) made short payment of royalty of Rs.2.30 lakh during 2001 to 2005 
and the department did not raise demand even after finalisation of assessment and 
interest of Rs.1.30 lakh upto February 2006 was also not levied. This resulted in non 
realisation of revenue of Rs.3.60 lakh. 

8.2.9 Loss of revenue 

As per the records of the DMO, Korba the grade of coal of Gevra area mines is F 
grade on ROM (run of mines). The OMO, Korba vide letter dated 15 July 2004 
informed General Manager South Eastern Coal Fields Limited Gevra area that 
average production of steam coal (E-grade) and slack coal (F-grade) was in the ratio 
of 60 and 40 per cent. The rate of royalty ofE-grade coal is Rs.85 per MT where as in 
the case of grade-F, it is Rs.65 per MT. 

Test check of records of DMO, Korba revealed that in Gevra Colliery area a lessee 
despatched 17,64,63,988.86 MT of coal during 2001-02 to 2005-06 which included 
9,12, 100.44 MT of E-grade coal (0 .52per cent) and 17,55,51 ,888.42 MT ofF grade 
coal on which royalty of Rs.1,083.20 crore was paid. In view of the ratio of steam 
coal (E grade) and slack coal (F grade) production/ despatched of coal E grade and 
grade F should have been 10,58,78,393 .32 MT and 7,05,85,595.54 MT respectively, 
whereas after partial screening only 9,12,100.44 MT E grade coal was despatched. As 
such there was less screening of 10,49,66,292.88 MT E grade coal. This resulted in 
loss of royalty ofRs.209.93 crore. 

After this was pointed out, the department replied that action will be taken after 
receipt of guidelines from Directorate/ Government. 

8.2.10 Non cancellation of idle mining leases 

As per MCR, if any, lease holder does not comrnenc mmm o eration within one 
year from the date o execution of the lease deed or the o eration is discontinued for a 
continuous period of one year after commencement of such operations, the State 
Government, shall, by an order declare the mining lease as lapsed. 

Test check of records of DMO, Raipur revealed that 12 lessees who were granted 
leases between April 1987 and October 2002, had discontinued mining operations 
between January 1996 and July 2003 but no action was taken by the department to 
terminate the lecrses and allot the same to other lessees. Had the leases been 
sanctioned afresh, royalty upto Rs.4 crore would have accrued on the basis of mineral 
extracted by lessees during previous years or anticipated extraction as per approved 
mining plans. 
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8.2.11 Mining without sanction 

As per MMRD Act, wherever any person extracts without any lawful authority, any 
mineral from any land, Government may recover from such person the mineral so 
extracted or where such mineral has already been disposed of, the price thereof The 
concerned person is liable to pay rent, royalty or tax, as the case may be for the period 
during which land occupied by such person without any lawful authority. 

Test check of records ofDMO, Raipur revealed that lease of a mine was transferred to 
a lessee for the period from 1 July 2003 to 14 November 2020. It was, however, 
noticed that lessee had extracted 8,850.41 MT limestone unauthorisedly during the 
period from I January 2003 to 30 June 2003 and paid royalty of Rs.3.44 lakh during 
the period in which he was not holding the lease. The lessee was liable to pay the cost 
of mineral of Rs.26.55 lakh instead of royalty. This resulted in short realisation of 
revenue ofRs.23 .11 lakh. 

8.2.12 Excess extraction against mining plan led to violation of MCD 
Rule 

As per MCD Rules, every holder of mining lease shall carry out mining operations in 
accordance with the approved mining plan with such conditions as may have been 
prescribed. 

Test check of records of OMO, Durg for the period 2001-2005 revealed that as per 
mining plans a lessee& was allowed to consume 6.50 lakh MT limestone per year 
from its captive mines at Jamul and Pathriya II to manufacture cement. It was, 
however, observed that the lessee had consumed 40.55 lakh MT limestone during the 
period 2001-02 to 2004-05 against 28 lakh MT which resulted in excess consumption 
of 12.55 lakh MT limestone as shown under :-

SI. Nawae·.Or ·:r-.enoc1f '':·::: Attual cocmaillftfulf Permitted ·: ;:~ .. 
No.. ml:Mt .,,.: ;; :<: cou,11mpt#m. per year ·~aumpdon . 

,.;.:. .·,:::::: ,-.;}.'.. 
per year · .;, ·· . 

: .; ;:;·'!/ ,·:}:'':'· \';:,~·.(in ·IWJ.)::',.:):::.t .:{/:: ,(fo';i\ln) ::/"°; . 'l1C {ln ·~ '.~ 

I. Jamul January 200 I lo 7.07 5.00 2.07 
December OI 

JMuary 2002 lo 7.33 5.00 2.37 
December 2002 

January 2003 lo 7.07 5.00 2.07 
December 2003 

J Wluary 2004 lo 6.57 5.00 1.57 
Decembt.'T 2004 

JMuary 2005 lo 6.28 5.00 1.28 
December 2005 

2. Palahriya II JMuary 2003 lo 3.49 1.50 1.99 
December 2003 

JMuary 2005 lo 2.74 1.50 1.24 
December 2005 

::::: '¥ .total .. ;{ : 
::;:: 40.55 ':;.. : 

· · ·~·· 
:tzss 

After this was pointed out, the department replied that royalty was paid by lessee on 
the excess quantity of limestone extracted. Reply is an acceptance of the fact that the 
department was agreeable to excess extraction of mineral by the lessee in 

Mis Associated Cement Company limited, Jamul 
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---. ,..·_ 

.. -, ,, 

contra~ention of MCD Rules provided the;. royalty was paid. Howe\ier, the nil es had 
·been·ff~rned forl~ng term conservation ofl11inefoi weal~k( ' ' ' ; ' 

- ' . ___ ::j - - . - -- ._ . -- -

, 8.2.1j(Application,~f inc~rrect~!lte.ofr~Yant~,·- .. _ .,_ c:.· ·· 
.... ;-::J!~- ~c;--._·<> .. ·:". ">---·'_:-, .- >:.: .o--~o·" ; ·:_. .. ··.:· ': ·=:· _._"--.·-._.·:·., ~:~:· __ ·- . ---::' -·o• .· >-- . . .. 

per ·MMRD'Ac;t;··~he· ho\der'df a-mining· le~s.~ ~hall pay royalty in respect of any··· 
:mfoerM. removed r~am<tne 1eased area at th~: r~te roi th,e time:~eiiig: specmecr in the ... 

. secorio schedule In re;spect oft~at mineral. The irate of ir6tj ·are hirrip and iron ore fine . · 
·{less than J 2.5 xnril) . W(ls Rs.2f?O _per .lvf]-Y.'an:d: Rs.t1:per MT resp~Gii~ely u'p~o J 3 .. · · 
-Octo_B~r2004 _and Rs~~7 per ~T_andRs: 19ipe_r MTrespectivelythereaft_er.. · 

·••· Stfuti
1

hy ·of records ofDMO; Dante\\lkda"revealecJ-' tl~at ~s ~et mdnthly retufns a 
· 1esseer' Iiad . been d'espatchingYi~~n -om as ·iu_iill after: bI~ndlrig witli . iroir ore'Jnnes, . . 
·Duriri~: the period from January 200410 March: Z-006, the Jessee had d~spatchedl 72;66, 
iakn ~T irori·ore :lump after•blending 63ilakh MT irc>'n· ore fine and paidrqyalty on •·· 
iron,··9'r,elump· and.·irox} ore fines·s~parately on: exiractidri(productidil), As the .. Uessee 

.-.ha,d. a~tualiydesp,atCh~cl .• irqn ore lump as p~r}etums,:'t~e roycilty on ~}l lakh-MTiro11 •. · 
. ore ~~srecovetable atthe~rafos prescribed for lumps. ~hi!; resulted hf;short realisation< ' ·,_ ' 

ofroyaity ofRs:49.84 lakh. : . . . ..· ~ , , . . . -
, . ~:1 ·, ,.- '.· '' " -=· . . ' 

. : <--_ ·;· :· ,!:1
1 
. • i··-: -~' - - ·; -· ... ~ -:. . . . " . . . < ·_ - ·-. ,· ' _, : • :;":- • _. '. __ : -.- .: __ • _- •'; • ' ,- - ... 

. 8.2~l4l··Shortl!evy([]lfst~mp.dutyandregistration(ee· - .. _ 
~· . ·~:!~_--._, ... -.·._•"c•. •· ... -- .· . - ·.:_··:: .. ""° -,;, -, .·_·.:~-··-. .- _:;_-_·_ -.-···_~::·~:·:~.->~' _., __ ,·_»·-,--:.··_:·_ -· ... 

IS. A9~. provides th,at. in· cas~_of miping :iea,se gr<mte~· by.()r or{ behalf 0LQ0Yer9Itjent> 
iri wp,ich royalty cannot be ·asterta~ned on th~ tjate of execution it shall: b'esufficient if 
the :amount of royalty is estimated: by the. colle~for for die purpose ::of stafop duty:, As:. . . 

'per gtiicleilnes:.issued by· MP Govemmeritin march'J'.993,.the'basis of estimation of. ~-; 
· ,royattYin·the case C}frenewat~bfminihgJea'.se is .. tobeHo!}eon·average royalty p~id.by. 
'lesseci ip: the' preceeding .three'. years' or on': th'.e quantity of mineral.s, expecte~ .to . be 
extradteq by him, (ls declared in the applicatiOn·foFsanction of lllfoing lease or as_ . 
-sho:\Jtri~ mining.planwhicheyerls higher~ c ' .,, ' ' • ' > ·. ' 

' ' i . , ~ ·. ' ' . , ' . '.· · ..... ' ,' ' ·'.· - .· ··.· .·· .• ·, ' ' .·· '' . · .. 
Test'· check 'of recordsqfDMO, Dantewada reveaJed that a Jease ·agreement vvas· .· 

·I· . ,. . . .· . , . '· ~. ,·... . . . .. ·. , . . " • ·'. .. .. . . .· .. , .. ·. ·. '• . 
- execijted in October:2005 for renewal of.lease for the p~riod from .n September 199·5 .... 
to l2:·' Sep~ember 2005 .. The average royalty paid by l¢ssee during 4002,0ftq·2004;.0?. . · 
as'pe,f guidleiine!i: of Go"'.emm~11t worke(1:mt!~a.s ~s.l2:64·'crore ir,i~tead orRs.'8:~6.; 

· · crorn: as• shown by hi1111 in the. agreement Jnis. resµl~~cl Jn; short levy ·af staQip, dutyilld · 
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account while finalising the review. No reply has been received so far (November 
2006). 

According to the provisions of the Madhya Pradesh Minor Mineral Rules, 1996, 
(as adopted by Chhattisgarh Government) and terms of lease deed. lessee sha!I be 
liable to pay royalty or dead rent, whichever is higher, on mineral extracted from the 
lease area at the rates specified in Schedule-II and IV to the ru1es. Dead rent is, 
however, required to be deposited in advance on or before 20 January of each year 
except for first year of lease. If lessee fails to pay the dead rent/ royalty due in time, 
he shall be liable to pay interest at the rate of 24 per cent per annum for the period of 
default. 

Test check of records of OMO, Durg revealed in September 2005 that in seven cases 
the lessees did not pay dead rent for the period between April 1997 and March 2006. 
The department had also not raised any demand of dead rent of Rs. 3. 91 lakh including 
interest for the period from January 2001 to March 2006. 

After this was pointed out in September 2005, Mining Officer, Durg stated that audit 
will be intimated after examination of the cases. Further reply of the department had 
not been received (October 2006). 

The matter was reported to the Director of Geological and Mining Resources and 
Development and Government (November 2005); their reply had not been received 
(October 2006). 
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