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This Report for the y~ar ended 31 March 2010 has been ·prepared for 

submission to the Gov~mor under Artide 151 (2) of the Constitution. 

The audit of revenue I receipts of the State Government is conducted 
under Section 16 iof the ComptroUer and Auditor General's 

(Duties, Powers and Conditions of Service) Act, 1971. This Report 
presents the results of audit of receipts comprising cmnmerc:i.al tax, 

state excise duty, . tax~s on vehides, land revenue, other tax receipts, 

mining receipt~ and otj:ier non-tax receipts of the State. 
I 

The cases mentioned i~ this report are those which came to notice in the 
course of test audit o~ records during the year 2009-10 as well as those 

I 
noticed in earHer years but not covered in the previous years' Reports. 





OVERVIEW 

This Report contains 57 paragraphs including two reviews relating to 
non/short levy of tax, interest, penalty, etc. involving ~ 1,469.91 crore. 
Some of the major findings are mentioned below: 

I I. General 

The total receipts of the State Government for the year amounted 
to ~ 4 1,394.67 crore against ~ 33,577.21 crore for the previous year. 
Fifty even per cent of this was raised by the State through 
tax revenue (~ 17,272.77 crore) and non-tax revenue (~ 6,382.04 crore). 
The balance 43 per cent was received from the Government of India as 
State share of divisible union taxes ~ 11,076.99 crore) and grants-in-aid 
(~ 6,662.87 crore). 

(Paragraph 1.1) 

Test check of records of commercial tax, state excise, motor vehicles tax, 
stamp duty and registration fee, land revenue, other tax receipts, forest receipts 
and other non-tax receipts conducted during the year 2009-10 revealed 
under-assessment/short levy/loss of revenue amounti ng to ~ 3,366.12 crore 
in 28,674 cases. 

(Paragraph 1.5.1) 

I II. Commercial Tax 

Non-recovery of tax of ~ 102.28 crore from closed units. 

(Paragraph 2.11) 

Short-realisation of tax of ~ 94.50 lakh due to application of incorrect rates 
of tax. 

(Paragraph 2.12) 

Non/Short levy of tax resul ted in short realisation of tax of ~ 2.26 crore. 

(Paragraph 2.13) 

Non-levy of tax on sales incorrectly treated as tax-free resulted in 
non-realisation of tax of ~ 2.20 crore. 

(Paragraph 2.14) 

Non/Short levy of entry tax resulted in non-realisation of revenue 
of ~ 92.8 1 lakh. 

(Paragraph 2.15) 
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Im. State Excise 

Non-realisation of excise duty of ~ 11.69 crore on unacknowledged export/ 
transport of foreign liquor/beer. 

(Paragraph 3.7) 

Non-realisation of excise duty and penalty of ~ 1.35 crore in inadmissible 
wastage of spirit, liquor and beer. 

(Paragraph 3.8) 

Non-realisation of excise duty due to non-disposal of spirit/foreign 
liquor-~ 2.52 crore. 

(Paragraph 3.9) 

Non-levy of penalty of~ 1.15 crore for non-maintenance of minimum stock of 
spirit at disti lleries. 

(Paragraph 3.10) 

I IV. Taxes on Vehicles 

Tax and penalty of~ 14.93 crore was not realised on 3,893 vehicles. 

(Paragraph 4.7) 

Levy of tax at incorrect rate on private service vehicles resulted in 
non-realisation of revenue of~ 87.58 lakh including penalty. 

(Paragraph 4.8) 

Failure of detect delay in payment of tax resulted in non-realisation of penalty 
of ~ 25.24 lakh. 

(Paragraph 4.11) 

IV. Land Revenue 

A review of "Land revenue receipts in Madhya Pradesh" revealed the 
following: 

• Absence of cross verification between Tahsil and Collectorate rceords 
in diversion cases, resulted in non-raising/short raising of demand and 
consequential non-realisation of revenue of~ 82 crore. 

(Paragraph 5.2.7) 

• Non-realisation of revenue of ~ 66.09 crore due to absence of time 
limit for instituting RRCs after demands have been established. 

(Paragraph 5.2.8) 

• Non-realisation of lease rent of ~ 1.51 crore due to lack of provision of 
time limit for executing of lease deed after allotment of nazul land. 

(Paragraph 5.2.9) 

x 



Overview 

• Non-realisation of revenue of ~ 6.63 crore due to non-recovery of 
provisional premium and ground rent and non-finalisation of the cases 
of allotment of land. 

(Paragraph 5.2.10) 

• Non-existence of monitoring mechanism for execution of sanctions 
resulted in loss of ground rent of ~ 6.89 lak.h. 

(Paragraph 5.2.11) 

• Absence of any monitoring mechanism at Collectorate level resulted in 
non-realisation of process expense of ~ 5.03 crore. 

(Paragraph 5.2.13) 

• There was lo s of revenue of~ 59.13 crore due to allotment of land at 
throw away prices in contravention of Revenue Code guidelines. 

(Paragraph 5.2.16) 

• Non-raising of demand of installment of premium resulted in non­
realisation of~ 132.50 crore. 

(Paragraph 5.2.17) 

• Non-levy of interest resulted in non-realisation of ~ 2.70 crore. 

(Paragraph 5.2.18) 

• Land di verted for commercial purposes was treated as residential 
resulting in short realisation of rent/premium of ~ 1.38 crore. 

(Paragraph 5.2.20) 

• The exchequer was deprived of revenue of ~ 28.09 crore due to non­
levy/deposit of service charge and interest. 

(Paragraph 5.2.26) 

I VI. Stamp duty and registration fee 

Incorrect determination of market value/delay in disposal of cases referred to 
the Collector resulted in short levy/non-realisation of revenue of f 8.51 crore. 

(Paragraph 6.2) 

Evasion of duty of f 2.23 crore on instruments executed by the colonisers/ 
developers. 

(Paragraph 6.3) 

Short levy of stamp duty and registration fee of f 1.60 crore on lease/ 
sub-lease. 

(Paragraph 6.4) 

xi 
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Short levy of tamp duty and regi tration fee of f 1.46 crore on in trurnent of 
power of attorney due to incorrect application of rates. 

(Paragraph 6.5) 

Non-realisation of stamp duty and registration fee of f l.29 crore due to non­
reimbursement by NVDA. 

(Paragraph 6.6) 

I VII. Entertainment duty 

Non-recovery of entertainment duty from cable operator resulted in 
non-realisation of revenue of f 32. 77 lakh. 

(Pa ragraph 7.2) 

Non-levy of entertainment duty on cinema houses resulted in 
non-realisation of revenue of f 29.15 lakh. 

(Paragraph 7.3) 

I vm. Electricity duty 

A review of "Levy and collection of electricity duty, fees and cess" revealed 
the following: 

• Blocking of revenue due to irregular retention of Government money 
by DISCOMs f 997.39 crore. 

(Paragraph 8.2.8.1) 

• Inaction of the department resulted m non-levy of electricity duty 
of f 3.73 crore. 

(Paragraph 8.2.8.2) 

• Absence of prov1S1on for ubmission of check Ii t to verify the 
electrical consumption resulted in short realisation of duty 
of f 10.97 crore. 

(Paragraph 8.2.9) 

• Absence of any time limit for periodical assessment of dutiable and 
non-dutiable consumption resulted in non-levy of duty and cess 
of f 6.92 crore. 

(Paragraph 8.2.11) 

• Lack of provision for ecurity depo it resulted in non-levy of duty 
of f 3. 15 crore. 

(Paragraph 8.2.12) 

Xll 
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I Non-Tax Revenue 

I IX. Mining receipts 

Non/Short realisation of revenue of f 295.35 crore on account of rural 
infrastructure and road development tax from holders of mining lease. 

(Paragraph 9.10) 

Tax colJected but not deposited in Government account- f 133.18 crore. 

(Paragraph 9.11) 

Short realisation of royalty of f 7.74 crore. 

(Paragraph 9.12) 

Short payment of contract money on due date resulted in short realisation of 
revenue of f 3.62 crore. 

(Paragraph 9.14) 

Xlll 





1.1.1 The tax and I non-tax revenue raised by the Government of 
Madhya Pradesh duridg the year 2009-10, the State's share of net proceeds 
of divisible Union takes and duties assigned to States and grants-in-aid 
received from the Gov¢mment of India during the year and the corresponding 
figures for the precednfa four years are mentioned below: 

I ({ in ciroJre) 

1. 
I . 

Revenue raise~ by the State Government 
i 

~ Tax revenue 9,114.70 10,473.13 12,017.64 13,613.50 
I 

• Non-tax 
revenue 

Total 

2,208.20 2,658.46 2,738.18 3,342.86 

H,322.90 13,131.59 14,755.82 16,956.36 

17,272.77 

6,382.04 

23,654.81 

2. Receipts froiJ the Government of India 
I 

3. 

' 
• Share ofnet 6,341.35 8,088.54 10,203.50 10,767.14 11,076.991 

proceeds ofil
1 

divisible 
Union taxes 
and duties j 

" Grants-in­
aid 

Total 
. I 

Total receipts 
of the State I 
(1and2) I 

I 

2,932.54 4,474.15 5,729.41 5,853.71 6,662.87 

9,273.89 12,562.69 15,932.91 16,620.85 17,739.86 

20,596.79 25,694.28 30,688.73 33,577.21 41,394.67 

4. Percentage of 55 51 48 50 57 
uo3 I 

The above table indic~tes that during the year 2009-10, the revenue raised by 
the State Governmentlwas 57 per cent of the total receipts~ 41,394.67 crore) 
against 50 per cent inl the preceding year. The balance 43 per cent of receipts 
during 2009-10 was ft!om the Government of India. · · 

For details pleaJe see statement No. 11: "Detailed accounts of revenue by minor 
heads" in the Fitlance Accounts of the Government of Madhya Pradesh for the year 
2009-10. Figure~ under the head "0021:.Taxes on income other than corporation 
tax - Share of tlet proceeds assigned to States'' booked in the Finance Accounts 
under A-Tax retenue have been excluded from the revenue raised by the State 

I . 

and included in the State's share of divisible Union taxes in this statement. I . . 

I 

I 

' 
1. 



Audit Report (Revenue Receipts) for the year ended 31March2010 

1.1.2 The following table presents the details of tax revenue raised during 
the period from 2005-06 to 2009-10: , 

1. Tax/VATon 
sales; trade etc. 

2. State excise 

3. Stamp duty and 
Registration fee 

. 4. Taxes on· goods 
and passengers 

5. Taxes 
vehicles 

6. Taxes and 
duties on 
electricity 

on 

7. Land revenue 

8. Other taxes on 
income and 
expenditure -
tax on 
professions, 
trades, callings 
and 
employments 

9. Other taxes and 
duties on 
commodities 
and services 

10. _Hotel receipts 

11. Taxes on 
immovable 
property other 
than 
agricultural 
land 

Total 

4,508.42 5,261.41 6,045.07 

1,370.38 1,546.68 1,853 .83 

1,009.48 1,251.10 1,531.54. 

578.58 744.60. 916.44 

556.02 634.30 702.62 

842.27 714.55 626.08 

77.16 132.21 129.15 

153.08 163.81 185.02 

14.15 19.55 20.10 

5.37 4.92 7.79 

(-) 0.21 

9,114.70 10,473.13 12,017.64 

6,842. 99 1,723.82 

2,301:95 2,951.94 

1,479.29 1,783.15 

. 1,332. 57 1,332.88 

772.56 919.01 

343.06 2,146.49 

338.84 180.03 

172.29 203.92 

20.28 i9.21 

9.67 12.20 

0.12 

13,613. 50 17,272.77 

~in crore) 

(+ )12.87 

(+) 28.24 

(+) 20.54 

(-t) 0.02 

(+) 18.96 

(+) 525.69 

(-) 46.87 

(+) 1.8.36 

(-) 5.28 

(+) 26.16 

The following reasons for variation were reported by the concerned 
departments: 

State excise- The increase of 28 .24 per cent was stated to be due to increase in 
receipt of licence fee of country liquor shops. 

Stamp duty and registration fee- The increase of 20.54 per cent was stated 
to be mainly due to increase in sale of non-judicial stamps. 

Taxes on vehicles"" The increase of 18.96 per cent was attributed to 
computerisation and . intense campaign for. recovery and also due to revision 
in rates of tax. 

Taxes and dhll!ties on electricftty- The increase of 525.69 per cent was stated to 
be due to the recovery and deposit of outstanding revenue of the last two years 

. during the current year. 

2 



Chapter - I: General 

. . (, . . . 

. Land revenu·e-- The decrease of 46.87 per cent was stated to be due to less 
I . 

receipts of land revenue! · 

Tax on professions, Jrades, callings an.ell employment- The increase of 
18.36 per cent ·was ~ttributed to the increase in salaries following the 
recommendations ofthejsixth Pay Commission. 

Hotel receipts- The inbrease of 26.16 per cent was attributed to the expiry 
of exemption period of ri.ew hotels. 

. , I .. 
The .other Departments· did not inform (December 20 I 0) the reasons for 
variation, despite being tequested (April 2010). 

I 

1.1.3 The following ~able presents the details of major non-tax revenue 
raised during the period 12005-06 to 2009-10: 

v< 

s~&,(t)~i1[ 

'"!~~g~i~~t~-
I. Non-ferrous mmmg 815.31 923.91 1,125.39 1,361.08 1,590.47 (+) 16.85 

and metallurgical 
industries 

2. Forestry and wildlife 
I 490.40 536.50 608.89 685.60 802.00 (+) 16.98 I .·: 
I 

Miscellaneous 21.30 736.58 3. I 374.60 380.17 399.12 (+) 4,98 
general services I 

4. Other non-tax 

I 
152.02 159.30 220.17 580.56 2,068.46 (+) 256.29 

receipts 

5. . Interest receipts I 527.20 132.73 206.98 163. 29 1,284.03 (+) 686.35 

6. Other administrative 67.20 59.55 68.15 55.58 80.94 (+) 45.63 
services 

7. Major and medium 29.57 29.82 37.42 37.08 56.75 (+) 53.05 
irrigation 

8. Police 26.16 24.26 25.03 23.63 41.98 (+) 77.66 

9. Public. works 
I 
I 
I 

53.08 16.39 20.33 21.74 27.37 (+) 25.90 

10. Medical and public I 11.73 20.88 21.93 . 20.88 21.84 (+) 4.60 
health I 

11. Co-operation I 14.23 18.54 29.29 13.25 9.08 (-) 31.47 
I 

Total :po8.20 2,658.46 . 2,738.18 3,342.86 6,382.04 

I 
The following reasons for variation were reported by the concerned 
D 

. I 
epartments: I 

Non-ferrous mining 1and metalhn:rgical industries- The increas~ of 
16.85 per cent was statdd to be due to· revision of royalty on major minerals 
and constant vigil and m~nitoring by the Dep~ent. 

I . 

Other non'"tax receiptst The increase of 256.29 per cent was stated mainly 
due to increase in receipts on accou:1lt of electricity produced from 
Sardar Sarovar Project. ·I · 
Int~rest receipts- The increase of 686.35 per cent was stated mainly due to 
increase in receipts of in~erest on loan to Madhya Pradesh Electricity Board. 

Co-operation- The decr~ase of 31.4 7 per cent was stated to be due to decrease 
in audit fee and weak finf cial position of co-operative societies. 

! 
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· The other departments did not inform (December 2010) the reasons for 
variation, despite being requested (April 2010). 

'~nt~/,~11!&~~,Il.i~A!?!~. 
The succeeding paragraphs 1.2. l to 1.2.6 discuss the response of the 
Departments/Government towards audit observations/recommendations. 

The Accountant General (Works & Receipt Audit), Madhya Pradesh (AG) 
conducts periodical inspection of the Government Departments to test check 
the transactions and verify !he maintenance of the important accounts and 
other records as prescribed ·fo the rules and procedures. These fuspections are 
followed up with the inspection reports (IRs), incorporating irregularities 
detected during the inspection and not settled on the spot, which are issued 
to the heads of the offices inspected with copies to the next higher authorities 
for taking prompt corrective action. The heads of the offices/Government are 
required to promptly comply with the observations contained in the IRs, 
rectify the defects and omissions and report compliance through initial reply 
to the AG within one month from the date of i~sue of the IRs. Serious financial 
irregularities are· reported to the heads of· the Departments and the 
Government. 

Inspection· reports issued up to December 2009 disclosed that 15,608 
paragraphs involving ~ 9,862.06 crore relating to 5,040 IRs remained 
outstanding at the end of June 2010 as mentioned below along with the 
corresponding figures for the preceding two years. 

Number of outstanding IRs 

Number of outstanding audit 
observations 

Amount involved~ in crore) 

~~~:\~g~~~zj. 
6,251 

19,693 

5,255.99 

6,201 

19,731 15,608 

5,319.01 9,862.06 

The Department-wise details of the IRs and audit observations outstanding 
as on 30 June 2010 and the amounts involved are mentioned below: 

1. Comniercial Tax TaxesNATon 848 3,799 713.64 
sales, trade etc .. 

2. Energy Electricity 76 275 1,833.81 
duty 

3. State excise Entertainment 204 333 18.28 
tax 

Excise duty 336 . 1,065 596.74 
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::1 

4. Revenue 

5 Transport 

6 Stamps and 
· registration 

7 Mines and geology 

8. Forest and 
environment 

9. Food and civil 

I 

Land revenue 
I 

Taxes on 
fuotor vehicles · 
I 
I 

.Stamp duty 
bd 
I • • fi 
~eg1strat1on ee 

Royalty and 
tent 
I 

Forest produce 
I • . . 
~ece1pts 

cDther non-tax 
I • 

receipts 
f--.1..------- I supplies 

10. Agriculture 

11. Co-operative 
I 

Chapter - I: General 

1,584 4,282 2,683.27 

350 1,780 314.59 

635 1,606 126.75 

294' 1,009 2,654.81 

353 629 846.24 

122 267 17.22 

140 317 16.30 

98 '246 40.41 

Even the first replies reqJired to b~ received from the heads of offices within 
one month from the datel

1 
of issue of the ][Rs were not received for 197 ][Rs 

issued up to December 2009. This large pendency of the ][Rs due to non­
receipt of the replies is ihdicative of the fact that the heads of offices and 
heads of the Departments failed to :initiate action to rectify the defects, 
omissions and irregularitids pointed out.by the AG in the IRs. 

:mt iis Jrec@mmelllldl.ed tlhia11: ~Hue G@veJrrrnme!lll11: fa!kes s\llliifalb>ie s11:eps 11:@ iirrnsfal!ll arm 
eJffoc11:B.ve prn«!edlullll"e fo~ Jllllr@mp11: · annd! aJ!ll]pllrl!IJ]plJril.a11:e iresJ!llorrnse · 11:@ aUllidliit 
@lblseJrva11:ii@l!lls as weilil as falkiirrng adftmn 2gaiirrns1l: @if:fniciiailsfo:lffkeJrs wJIB.([J) fain 11:([]) 
§errndl ll"te]plilftes 11:@ ltlhl.e m§/~aJragJrapHns as JPllel!" 11:lhle ]pllres«!dlblea:ll 11:iimme sdlneduniles 
arrndl alls([]) faiiil 11:@ talkie a«!tibn 11:@ ii-e«!([])Vell" Il@ssfoUl!11:stallJldlfrrrng dlellllilandl nllll a' 11:iime 

' . 
l!Dounnndl marrnrrneJr. 

I 

The Government set up audit committees· (during various periods) to monitor 
and expe_dite the pro~ess /of t~e settle~ent of IRs a~d paragraph~ in the IRs. 
The detads of the audit cmmmttee meetmgs helid dunng the year 2.009-10 and 
the paragraphs settled are fuentioned below: 

I 

! ~ lirrn cirl!llire) 

Commercial t.ax 05 585 24.10 

Mining 02 186 7.90 

Stamp duty and I 03 365 15.08 i 
. registration fees I 
State excise I 02 171 60.54 

Land revenue I 01 138 26.85 

Forest. I •. 03 164 108.51 
! 

'll'illlfail . Jl6 Jl,6@9 2412.98 
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Above table shows that the settlement of outstanding paragraphs has not been 
satisfactory in the case of Mining and State Excise Departments. This was 
mainly due to non-production of relevant records by the Departments during 
the audit committee meetings. 

::: 11:~'f?f~ii«»r(Isr:t~:;~ 
The programme of local audit of Commercial Tax, Motor Vehicle Tax, State 
Excise, Stamp duty and Registration foe, Land Revenue and Mining Receipts 
offices is drawn up sufficiently in advance and intimations are issued, 
usually one month before the commencement of audit, to the Department to 
enable them to keep the relevant records ready for audit scrutiny. 

During 2009-10, as many as 539 assessment files, registers and other relevant 
records relating to 83 offices were not made available to audit. In 192 cases, 
tax involved was ~ 106.31 crore and in the remaining cases the tax effect 
could not be computed. Year-wise breakup of such cases are given below: 

~inn crore) 

Commercial Tax 2009-10 192 192 106.31 
13 

Motor Vehicle 2009-10 13 
Tax 
05 

State Excise 2009-10 12 
04 

Stamps and 2009-10 23 
Registration 
13 

Land Revenue 2009-10 274 
42 

Mining 2009-10 25 
06 

'fotl:al 539 ].92 106.31 

:t~l~4.,7g~sp~()hs~~r;t6~i;p~p~r.!m~~t~~i'6tt 

The draft audit paragraphs proposed· for inclusion in the Report of the 
Comptroller and Auditor General of India are fon:Varded by the· audit office to 
the· Principal Secretaries/ Secretaries of the Departments 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 the department is 
invariably indicated at the end of each paragraph included in the Audit Report. 

· 79 draft paragraphs (clubbed into 57 paragraphs) included in this Report 
were sent to the Principal Secretaries/Secretaries of the concerned 
Departments. Their replies have not been received (December 2010). 
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Chapter - 1 : General 

The paragraphs pertaining to these Departments have been included in this 
Report without the response of the Departments. 

I t.2.5 Follow up on Audit Reports - summarised position I 
The Report of the Comptroller & Auditor General of India for the year ended 
31 March 2009 (Revenue Receipts) was laid on the table of Vidhan Sabha on 
12 March 20 I 0. Reports for the years 2006-07 to 2007-08 have been partly 
discussed by the Public Accounts Corr ... mttee (PAC). The recommendations of 
the PAC have been received for Audit Reports pertaining to different years. 

Action taken reports (A TN) on the PAC recommendations upto 1992-93 
have been received. In respect of Audit Reports for 1993-94 and thereafter, 
A TNs have not been received from the concerned Departments although 
instructions of November 1994 issued by the State Legislature Affairs 
Department stipulate that these should be issued within six months from the 
date of recommendations by the PAC. 

I t.2.6 Compliance with the earlier Audit Reports 

During the years between 2004-05 and 2008-09, the Departments/ 
Government accepted audit observations involving~ 869.19 crore of which 
only~ 12.60 crore has been recovered till 31 March 2009 as mentioned below: 

~in crore) 

Year of the Total money value Accepted money Amount 
Audit Report of the Report value recovered 

2004-05 41.96 13.24 0.28 

2005-06 85.85 32.56 2.42 

2006-07 31 8.57 288.61 1.93 

2007-08 623.43 421.89 4.86 

2008-09 1,339.50 112.89 3.11 

Total 2,409.31 869.19 12.60 

1.3 Analysis of the mechanism for dealing with the issues raised 
by audit 

In order to analyse the system of addressing the issues highlighted in the 
Inspection Reports/ Audit Reports by the Departments/Government, the action 
taken on the paragraphs and reviews included in the Audit Reports of the 
last 10 years in respect of one Department is evaluated and included in each 
Audit Report. 

The succeeding paragraphs 1.3 .1 to 1.3.2.2 discuss the performance of the 
Forest Department to deal with the cases detected in the course of local audit 
conducted during the last 10 years and also the cases included in the 
Audit Reports for the years 1999-2000 to 2008-09. 
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: upto 
1 2003-04 

2004-05 

1 2005-06 

2006-07 

l 2007-08 
I 

i 2008-09 

: 2009-10 

. ' 

i 
I 

603 

636 

664 

692 

648 

582 

473 

Audit Report (Revenue Receipts) for the year ended 31 March 2010 

The. summarised position of inspection reports · issued during the 
last six years, paragraphs included in these reports and their status as on 
31 March 2010 are tabulated below: 

1,788 77,763.46 5_1 158 15,181.66 18 117 1,278.26 636 1,829 91,666.86 

1,829 91,666.86 55 205 22,142.42. 27 199 5,266.01 664 1,835 1,08,543.27 

1,835 1,08,543.27 151 554 41,559.28 123 534 52,311.75 692 1,855 97,790.80 

1,855 97,790.80 27 74 8,325.05 71 257 12,465.99 648 1,672 93,649.86 

1,672 93,649.86 64 161 16,112.22 130 451 31,719.24 582 1,382 78,042.84 

1,382 78,042.84 46 128 20,773.85. 155 386 28,209.91 473 1,124 70,606.78 

1,124 70,606.78 73 229 39,820.90 126 335 15,347.98 420 1,018 95,079.70 

Out of 335 paragraphs cleared during the year 2009.-10, 171 paragraphs were 
cleared by the field audit parties in compliance of the orders/norms issued by 
the AG and by the staff at headquarters on the basis of replies received from 

. the Department. Remaining 164 paragraphs were settled in Audit Committee 
meetings heldwith the joint efforts made by the AG and the Department. 

The position of paragraphs included in the Audit Reports of the last 10 years, 
those accepted by the Department and the amount recovered are mentioned 
below: 

. ~in crore) 

1999-2000 06 6:94 01 0.58 

2000-01 08 10.63 01 1.00 

2001-02 02 8.46 

2002-03 04 4.86. 02 4.16 

2003-04 03 0.89 

2004-05 02 4.00 

2005-06 01 7.00 01 7.00 
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Chapter - I: General 

2006-07 01 36.50 01 36.50 27.59 27.59 

2007-08 02 0.83 01 0.73 

2008~09 Review on 222.67 0.27: 
Forest 
receipts in 
MP 

For monitoring the reco~ery in audit observations, inspection· of subordinate 
offices is conducted b~ the Additional Principal Chief Conservator of 
F orest/Chlef Conservatot of Forest from time to time. Besides, review of audit 
paragraphs is performeid by the Principal Chief Conservator of Forest 
(Finance/Budget). 

As shown in the above table, recovery of~ 27.59 crore was made during 
2006-07 which is abysmat In respect of upto date position of recoveries in 
other accepted cases, lthe department has not furnished the required 
information (December 2010). 

- I 

·' . I . . 
The draft performance ~eviews conducted by the AG are forwarded to the· 
concerned Departments/Government for their information with a request to 
furnish their repi:ies. ThJse reviews are also discussed in an exit conference 
and the Department's/Gdvemment's views are included while finalising the 
reviews for the Audit Reports. 

I . 
The foHowing paragraphs discuss the issues highlighted in the review on the 
Forest Department featured - in the last 10 Audit Reports including 
the recommendations knd action taken by the Department- on the 
recommendations accept~d by it as wen as the Government. 

1999-2000 Collection and 
disposal of 
tendupatta 

2000~01 

2002-03 

2008-09 

Extraction and 
disposal of 
timber 

Forest offences 
in Madhya 
Pradesh 

Forest receipts 
in Madhya 
Pradesh 

Recommendations not included in the reviews. 

02 

08 

9 

Specific comnients ,: / i · 

on recommendations 
have not been 
furnished by the 
Department 
(December 2010). 

Specific comments 
on recommendations 
have not been 
furnished by the 
Department 
(December 2010). 
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Audit Report (Revenue Receipts) for the year ended 3lMarch 2010 

The unit offices under various Departments· are categorised into high, medium 
and low risk units according to ·their revenue position, past trends of audit 
observations and other parameters. The annual audit plan is prepared on the 
basis of risk analysis .which inter-alia include critical issues in government 
revenues and tax administration i.e. budget speech, white paper on state 
fmances, reports of the Finance Commission (state and central), 
recommendations of the· taxation reforms committee; statistical analysis of the 

. : revenue earnings during the past five years, features of the tax administration, 
audit coverage and its impact during past five years etc. 

During the year 2009-10, the audit universe comprised of 983 auditable units, 
of which 458 units were planned, of which 449 units were audited during the 
year 2009-10 which is 45.68 per cent of the total auditable units. 

Besides the compliance audit mentioned above, two performance reviews 
· were also taken up to examine the efficacy of the tax administration of these 

receipts. 

Test check of the records of 449 units of Commercial tax, State excise, Motor 
vehicles, Forest and other Departmental offices conducted during the year 
2009-10 revealed underassessment/short levy/loss of revenue aggregating 
~ 3,366.12 crore in 28,674 cases. During the course of the year, Departments 
accepted underassessment and other deficiencies of~ 1,738.52 crore involved 
in 18,071 cases which were pointed out in audit during 2009-10. 
The Departments coUected ~ 4.64 crore in 1,940 cases during 2009-10. 

This report contains 57 paragraphs (selected from the audit detections made 
during the local audit referred to above and during earlier years which could 
not be included in earlier reports) including two reviews on Land revenue 
receipts and Electrieity duty, fees and cess relating to short/non-levy of tax, 

. duty and interest, penalty etc., involving financial effect of~ 1,469.91 crore. 
The Departments/Government have. accepted audit observations involving 

· ~ 942.89 crore out of which~ 3.26 crore has been recovered. The replies in the 
remaining cases have not been received (December 2010). These are discussed 
in succeeding chapters II to IX. 
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CHAPTER-II 
COMMERCIAL TAX 

I 2.1 Tax administration 

The Principal Secretary, Commercial Tax Department is the administrative 
head of the Department at the Government level. The Commissioner of 
Commercial Tax (CCT) is the head of the department. The Department is 
divided in four zones, each headed by Zonal Additional Commissioners. 
Each zone comprises of the divisional offices headed by 13 divisional 
Deputy Commissioners (DC). Under these divisions, there are 78 circle offices 
headed by the Commercial Tax Officers/Assistant Commissioners (CTO/AC). 

I 2.2 Trend of receipts 

Actual receipts from VAT during the last five years 2005-06 to 2009-10 along 
with the total tax receipts during the same period is exhibited in the following 
table and graph. 

~in crore) 

Year Budget Actual Variation Percentage Total tax Percentage 
estimates receipts Excess(+)/ of receipts of actual 

shortfall (-) variation of the Commercial 
State Tax/VAT 

receipts vis-
a-vis total 

tax receipts 

2005-06 4,676.00 4,508.42 (-) 167.58 (-) 3.58 9,114.70 49.46 

2006-07 5,357.00 5,261.41 (-) 95 .59 (-) 1.78 10,473.13 50.24 

2007-08 5,700.00 6,045.07 (+) 345.07 (+) 6.05 12,017.64 50.30 

2008-09 6,720.00 6,842.99 (+) 122.99 (+) 1.83 13,61 3.50 50.27 

2009-10 7,894. 11 7,723.82 (-) 170.29 (-) 2.16 17,272.77 44.72 

Receipts from VAT increased from ~ 4,508.42 crore in 2005-06 to 
~ 7,723.82 crore in 2009-10 - an increase of 71.32 per cent. However, the 
share of VAT in total receipts declined from 50.30 per cent in 2007-08 to 
44. 72 per cent in 2009-10. 

10,000 ~---------~ 

8,000 T----------:::::;C"t-1 

6,000 l =::::-====:Qo-"""""'""-'----1 
4,000 -+--=-------------! 

2,000 -------------1 
O -r---.--~--,.--.-----1 

2005- 2006- 2007- 2008- 2009-
06 07 08 09 10 

I -+-Budget estimates - Actual receipts I C Total Tax receipts (2009- 10) 
•VAT receipts (2009- 10) 



Audit Report (Revenue Receipts) for the year ended 31 March, 2010 

I 2.3 Assessee profile 

The Department reported that during 2009-10 there were 2, 16,555 
(Provisional) registered dealers, of which approximately 20,588 were large tax 
payers and 1,95,967 were small tax payers. All registered dealers having 
turnover upto ~ 20 lakh or paying annual tax upto ~ 10,000 are required to file 
annual returns where as other dealers are required to fi le quarterly returns. 
In case of dealers who fai led to furnish returns, advance tax notices are issued 
by the competent officer. The Department further informed that the number of 
returns received is not maintained at the Departmental headquarters. 
Thus, a vital monitoring mechanism is absent in the Department. 

I 2.4 Cost of VAT per assessee 

It was stated by the Department that such data is not available. 

I 2.s Arrears in assessment 

The details of assessments relating to sales tax/VAT, profession tax, entry tax, 
luxury tax, tax on works contracts pending at the beginning of the year, 
additional cases becoming due for assessment during the year, cases disposed 
during the year and pending cases at the end of each year during 2007-08, 
2008-09 and 2009- J 0 as furnished by the Commercial Tax Department are 
mentioned below: 

Name of tax O pening New cases Total Cases Balance at Percent-
bala nce due for a se s- d isposed the e nd of age of 

assessment men ts during the year column 
during the due the year 5 to 4 

year 

(1) (2) (3) (4) (5) (6) (7) 

Commercial Tax Department 

Sales 2007-08 3,63,487 2,81,575 6,45,062 3,41,769 3,03,293 52.98 
tax/VAT 

2008-09 3,03,293 3,41,838 6,45, 131 3,78,096 2,67,035 58.61 

2009-10 2,67,035 3,53,048 6,20,083 3,72, 161 2,47,922 60.02 

Profession 2007-08 1,15,513 1,45,481 2,60,994 1,33,479 1,27,5 15 51.14 
tax 

2008-09 1,27,5 15 1,50,048 2,77,563 1,53,188 1,24,375 55.19 

2009-10 1,24,375 1,40,241 2,64,616 1,57,938 1,06,678 59.69 

Entry tax 2007-08 1,85,094 2,23,297 4,08,39 1 2, 19,980 1,88,4 11 53.87 

2008-09 1,88,4 11 2,36,999 4.25,410 2,55,054 1,70,356 59.95 

2009-10 1,70,356 2,29,913 4,00,269 2,48,537 1,51 ,732 62.09 

Luxury tax 2007-08 698 1,007 1,705 1,007 698 59.06 

2008-09 698 1.330 2,028 1,364 664 67.26 

2009-10 664 1,026 1,690 1,052 638 62.25 

Tax on 2007-08 3,501 3,211 6,712 2,965 3,747 44.17 
works 
contractS 2008-09 3,747 5,160 8,907 6,366 2,541 71.47 

2009-10 2.541 6,273 8,814 6,183 2,631 70.15 

Thus, there has been decrease in disposal of assessment cases relating to 
luxury tax and tax on works contracts during 2009-10 as compared to the 
previous year. 
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Chapter- II : Commercial Tax 

1if6>:·r ~m.ecd 
The gross collection in ~espect of commercial tax/VAT, expenditure incurred I . . . . 
on collection as furnished by the concerned Department and the.percentage of 
expenditure to gross dollectlon during the years. 2007-08, 2008-09 and 
2009-lO·along with the televant all India average percentage of expendifure on 
collection to gross coUedtion for 2008-09 are mentioned below: 

. I ~ lillll cl!'o1re) 

1. Commercial 
Tax/VAT 

I 

20(i)7-08 
I 

6,045.07 1.00 60.36 
I 

2008-09 6,842.99 96.23 1.41 

2069-10 7,723.82 85.33 1.10 
I 

0.88 

The above table indicat~s that the percentage of expenditure on collection in 
respect of coinmercialj tax/VAT. was more than the all India average 
percentage for the year ~008-09. 

The Government needk to take appropriate measures to bring dow111 tine 
cost of collection. . I . . 

xfis,.llc · ... 1".·~Ji1li> 

The department infonn~d that th~ analysis of collection is not maintained in 
the headquarters as well llas in the subordinate offices. 

~2;· 

During the last five years, audit had pointed out non/short levy, non/short 
· realisation, underasse~sment/loss of revenue, · incorrect exemption, 
concealment/suppressiotl of turnover, application of incorrect rate of tax, 
incorrect computation 

1

btc., with revenue _implication of ~ 436.81 crore 
in 4,747 cases. Of jthese, the department/Government had accepted· 
audit observations in 1,237 cases inyolving ~ 102.14 crore and had since 
recovered ~ 2.95 crore. The details are shown in the following table: · 

· I · . ~ m. cro1re) 

2004-05 95 1,b99 38.58 29. 1.05 
I 

2005-06 91 
I 

r89 94.84 43 33.67 07 0.71 

2006-07 75 1623 
I. 

66.37 149 15.33 07 0.95 

2007-08 ~06 1,bo2 55.99 519 12.12 22 0.47 
! 
I 

2008-09 102 l,~34 181.03 497 39.97 14 0.82 
I 

'fotaR 469 4f47 436.81 1,237 102.14 50 2.95 

I 
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The percentage of recovery as compared to the accepted cases has been 
abysmal over the last five years. We have brought this glaring issue to 
the notice of the head of the Department as well as the Finance Secretary 
of the Government. · 

!<2~~?~'W:6Y.W.GgJ~~1intei-fi~f"aU\lit'I~ing·r":~"~:~~~~.j 
ill pursuance of the Government orders dated 11 October 1982, 15 posts 
(5 Assistant Commissioners, 5 Commercial Tax Officers and 5 Assistant 
Commercial Tax· Officers) were sanctioned for internal audit in the 
Department. However, due to constant increase in the number of registered 
dealers and assessment cases, establishment of check posts and deployment 
of available staff in revenue work, system of internal audit is not working at 
present in the Department. 

l,2 . .;10~-~-,Res.ltlf S:iOr audit ?i:;-~;;I 
Test check of the records of 90 units relating to Commercial Tax/ 
VAT revealed· underassessment of tax and other irregularities involving 
~ 365.51 crore in 1,237 cases which fall under the following categories. 

~filil crore) 

?':~~*~nt~ . 
].. Non/short levy of tax. 398 117.22 

2. Application of incorrect rate of tax. 180 10.72 

3. Incorrect determination of taxable turnover. 121 8.63 

· 41. Incorrect grant of exemption/deduction/set off. 203 152.78 

5. Other irregul,arities. 335 76.16 

Totai ].,237 365.51 

During the course of the year, the department accepted underassessment and 
other deficiencies o(~ 122.70 crore in 551 cases, which were pointed out in 
audit during the year 2009-10. An amount of~ 2.11 crore was realised 
in 107 cases during the year 2009-10. 

A few illustrative audit observations involving ~ 112.71 crore highlighting 
important audit findings are mentioned in the following paragraphs. 
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Two regional 1 and three ~ircle2 offices 
! 

Chapter- II: Commercial Tax 

We observed between January 
and October 2009 that out of 
six dealers, assessed/re­
assessed between December 
2007 and March 2009, holding 
EC for exemption from 
payment of tax, five dealers 
failed to keep their industrial 
units running during the period 
of eligibility while one dealer 
closed his industrial unit 
within · five years after expiry 
of the eligibility period. 

· The assessing authorities 
(AAs), however, did not. take 
any action to refer the matter to 
the DLC/SLC for cancellation 

. . · . I of ECs of such dealers. 
This resulted in non-recovery of tax benefit of ~ 102.28 crore which was 
availed_ of by the dealers rpto the period betWeen 2001-02 and 2005-06. 

After we pointed out the cases, the AAs in case of three dealers stated 
(between March and S~ptember 2009) that action would be taken after 
verification. In one case it was stated (August 2009) that action is being taken 

I 

for cancellation of the E~. fu another case, it was stated (January 2009) that 
the power to cancel t11e EC vests with the Industries Department (ID). 
The· reply does not explain why the AA did not refer the matter to the ID for 
requisite action. In the r6maining one case it was stated (October 2009) that 
the EC could not be carlc~lled with retrospective effect as has been held in 
several judicial decision~. The reply is not in consonance with the condition 
stipulated in the exempti6n notification and no judicial decision was furnished 
in support of the contentibn. 

We reported the matte} to the Commission~r, Commercial Tax (CCT), 
Madhya Pradesh and the Government between March and November 2009; 
their replies have not beeh received (December 2010). 

2 

I 

Dewas and Shajapur. / 
Gwalior (2) and Sagar. 

. I 
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Six circle3 offices 

We observed between 
December 2004 and March 
2009 that m case of 
11 dealers, assessed between 
April 2003 and March 2009 
for the period 2001-02 to 
2006-07, tax on the sales 
turnoyer of~ 5.52 crore was 
levied at incorrect rates. 

This resulted in short levy of tax of~ 94.50 lakh including interest/penalty as 
detailed below: · 

l. 

2. 

RAC, 
Circle I 

. Jabalpur 

01 

CTO, 
Circle VI, 
Indore 

01 

CTO, 
Circle III, 
Jabalpur 

01 

2005-06 

2006-07 

2006-07 

ill 
4.0 

12.5 
4.0 

75.94 

4.66 

Under entry no.50 of 
Part-III of Schedule-II 
to the Adhiniyain, 
towers are liable to tax 
at the rate of 13.8 per 
cent, whereas the AA 
levied tax on the sale of 
towers at the rate of four 
per cent treating the 
commodity as Iron & 
Steel. This resulted in 
short realisation of tax 
oH' 75.94 lakh. 

Under MP VAT Act, 
batteries and invertors 
are taxable at the rate of 
12.5 per cent. In two 
cases the AAs levied tax 
on the sale of batteries 
and invertors incorrectly 
at the rate of four per 
cent. This resulted in 
short levy of tax of 
~4.66 lakh. 

Gwalior, Indore-IV and XIV, Jabalpur-I and III, Neemuch 

16 

~in lakh) 

After we pointed out, 
the AA stated that the 
dealer manufactured 
and sold galvanised 
steel structurals. 
Reply is not 
acceptable because 
from the sales 
agreement with 
different purchasing 
parties and balance 
sheet it was evident 
that the dealer had 
sold towers and 
parts/components 
thereof and not 
galvanised steel 
structurals. The 
Superintendent, 
Central Excise, 
Range-II, Jabalpur 
has also confirmed 
the same. 

After we pointed out, 
the AAs stated that 
the dealer sold UPS 
and mobiles which 
are taxable at the rate 
of · four percent. 
Reply is contrary to 
the facts on record. 



3. 

4. 

5. 

6. 

7. 

CTO, 
Circle 
XN, 
Indore 

01 

CTO 
Circle II, 
Neemuch 

01 

CTO, 
Circle 
III, 
Jabalpur 

02 

CTO, 
Circle-I, 
Gwalior 

01 

CTO, 
Circie 
III, 
Jabalpur 

01 

2006-07 

2001-02 

2003-04 

2004-05 

2005-06 

2001-02 

2004-05 

2004-05 

2004-05 

I 

12.5 
4.0 

13.8 
9.2 

13.8 
9.2 

13.8 
4.6,9.2 

9.2 
4.6 

3.53 

3.00 

2.56 

2.45 

1.71 
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As per CCT, MPs 
circular dated 31 July 
2006 acrylic sheets are 
taxable at. the rate of 

.12.5 per cent. The AA 
in one case, however, 
levied tax on acryiic 
sheets at the rate of four 
per cent. This resulted 
in short levy of tax of 
~3.53 lakh. 

As per entry 
no. 54 of part-III of 
schedule-II to . the 
Adhiniyam, television 
and parts thereof are 
liable to tax at the rate 
of 13.8 per cent. In one 
case the AA levied 
tax on the. sale of 
TV and parts thereof 
at the rate of 9 .2 per 
cent incorrectly. This 
resulted in short levy of 
tax of ~ 3 lakh. 

RCC pipes are included 
in cement pipes which 
are taxable at the rate of 
13.8 per cent under 
entry no~ 17 of Part-III 
of Schedule-II to the 
Adhiniyam. The AA in 
case of two dealers of 
RCC pipes levied tax 
at the rate of 
9 .2 per cent instead 
of 13.8 per .cent. This · 
resulted in short levy of 
tax oH 2.56 lakh. 

Tax on sale of timber, 
ply and sunmica was 
levied at the rate of 
4.6/9 .2 per cent treating 
the goods as packing 
boxes which was not 
correct because from the 
record it was evident 
that the dealer had sold 
timber, ply and sunmica 
severally: This resulted 
in short realisation of 
tax of~ 2.45 lakh. 

LCO is liable to tax at 
the rate of 9 .2 per cent 
being unspecified 
commodity under part 
N of Schedule-II. 
The AA, however, 
levied tax at the rate 
of 4.6 per cent. 

This resulted in short of 
levy of~ 1.71 lakh. 

After we pointed out, 
the AA stated that tax 
was levied after 
verifying purchase/ 
sale bills. In view of 
the CCT's circular 
ibid, rate charged in 
the purchase/sale 
bills was also 
incorrect. Therefore, 
reply · is not 
acceptable. 

· After we pointed out, 
the AA stated that as 
the dealer held EC, 
therefore short levy 
of tax would have 
no impact on the 
exchequer. The reply 
is not relevant as it 
was an omission on 
the part of the AA to 
levy tax at the 
correct rate with a 
consequent omission 
of non-adjustment of 
the amount of short 
levy of tax against 
the quantum of 
exemption specified 
in the EC. 

After we pointed out, 
the AA replied that 
tax was levied 
correctly at the rate 
of9.2 per cent. Reply 
is not acceptable 
because RCC pipes 
are manufactured out 
of cement and are 
therefore, included in 
goods made of 
cement for which 
there is a specific 
entry. 

After we pointed out, 
the AA stated that the 
dealer manufactured 
and sold packing 
boxes. Reply is 
contradictory to the 
facts on record. 

·After we pointed out, 
the AA stated that the 
dealer sold LCO and 
not heavy creosote 
oil. Reply is not 
reievant in view of 
the CCT's order dat~d 
1 August 1998 which 
holds that LCO is 
taxable at the rate of 
9 .2 per cent. 
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8. CTO, . 2006-07 
Circle-III, 
Jabalpur 

01 

Total 

9.2 
4.6 

0.65 All per CCT, MP's order After we pointed out, 
dated 28 January 2002 the AA stated that the 
craft paper is included craft paper was sold 
in all kinds of paper and for packing purpose; 
is taxable at the rate of therefore tax was 
9.2 per cent. In case of correctly levied at the 
one dealer the AA rate of 4.6 per cent., 
levied tax on the sale · Reply is not 
of craft paper at the acceptable in view of 
rate of 4.6 per cent. the CCT's order ibid. 
This resulted in short 
levy ofi!' 64,847. 

94.50 

We reported the matter to the 
March 2005 and January 
received (December 2010). 

CCT; MP and the Government between 
2010; their replies ·have not been 

1;~v:\3+4!~Q!iiXslt · 
2.13.1 Four regional4 and five circle5 offices 

~ 3 7. 75 lakh as shown below: · 

4 

1. In case of one dealer, purchase tax on 
·high speed diesel (HSD) specified in 
Schedule III, was levied incorrectly 
at the concessional rate of 4.6 per 
cent (including surcharge) instead of 
prescribed rate. 

Reply of the AA is awaited. 

Bhopal, Chhindwara, Gwalior and Satna. 
Gwalior (2), Indore and Ujjain (2). . 
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We observed between 
February 2008 and October 
2009 that m . case of 
11 ·dealers, assessed between 
January 2007. and March 
2009 for the periods 2003-04 
to 2005-06, purchase tax 
on goods valued at 
~ 13.01 crore was either not 
levied or was levied at 
incorrect rate. This resulted 
in non/short levy of tax 
of ~ 1.94 crore including 
minimum penalty/interest of 

~in crore) 

5.52 28.75 



Chapter- II: Commercial Tax 

I 

2. In case of nine dealers purchase tax 3.61 4.6 
was. not levied on I raw material/ 

0.20 packing material purphased without 
2.82 (0.38) payment of tax and · used in the 

manufuctme/packing If other good' 
for sale. · 0.10 4 

The AAs in case of two dealers raised demand of~ 3:97 lakh (between January 2009 and 
I 

February 2010), out of which~ 2.82 lakh was adjusted against the cumulative quantum of 
exemption (February 2010), !while in case of four dealers it was stated (between November 
2008 and October 2009) thaf action would be taken after verification. In case of one dealer 

. I 
the AA stated (October 2008) that the purchased goods were tax paid. We do not agree 
w\th the reply because on vehfication of the records of the selljng dealers we found that the 
goods were purchased agaihst declarations without payment of tax. Iii one case it was 
stated (October 2009) that pk-chase tax is not leviable on packing material. We do i:J.ot find 

I 

the reply in consonance with the provisions of the Act. In case of one dealer, reply of the 
AA is awaited. . j . 

3. A dealer purchasedl ghee without 0.96 8 0.03 
paying tax thereon an~ consumed the 

· same in the manufactke of ayurvedic 
medicines. However, [ s 1 per cent of 
the medicines so manufactured were 
not sold but transferred to other 
States. Accordingly, ls 1 per cent of 
the stock of ghee so[ purchased was 
liable to purchase tax at the 
prescribed full rate btlt the AA levied 

I purchase tax thereon at the 
concessional rate of 41.6 per cent. I . 

I . 
The AA adjusted ~ 4,01, 71 ~ against the cumulative quantum of exemption (June 2010): 

I 

2.13.2 Two regiona16 Jd five circle7 offices 
I 

6 

7 
. Ratlam and Satna. I . 
Bhopal, Owalior, Iniore (2) and Satna. 
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We obser\red between 
March 2008 and 
December 2009 that 
m case of seven 
dealers, assessed 
betWeen October 2006 
and January 2009 for 
the periods 2003-04 to 
2006-07, there was 
non/short levy of ta~ 
of ~ 31.74 lakh as 
shown below: 
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1. 

2. 

During 2004-05 and 2005-06 the dealer 
purchased mofasses · aggregating ~ 1.17 
crore after paying tax at the 
concessional rate of 4.6 per cent ·and 
used the same in the manufacture oftax­
free liquor which was not sold but 
transferred to ·other States. As the very 
purpose/cmidition of selling the goods 
manufactured out of molasses was 
defeated, tax on molasses was leviable 
at the full rate of 23 per cent instead of 
the concessional rate. However, tax on 
molasses at the differential rate of 18.4 
per cent was m;:ither paid by the dealer 
. nor levied by the AA. · 

In case of three. dealers, there was 
mistake in computation of tax. 

3. The dealer was allowed" a deduction of 
-~ 33.37 lakh on account of sale of spares 
and electrodes to· the wholly exempted 
units., Scrutiny revealed that during the 
relevant period there was no sale of the 
said goods. The. incorrect grant of 
deduction involved tax effect of~ 3.07 
lakh at the rate of 9 .2 per cent. 

4. 

5. 

Although water tank . i~ liable to tax at 
the rate of 4.6 per cent, the AA failed to 
levy tax on sale of water tanks valued at 
~ 60.82 lakh. 

The AA allowed levy of tax on the sale 
of electrical goods of~- 27.56 lakh at 
concessional rate of 4.6.per cent under a 
notification dated 4 May 2000. Scrutiny 
revealed that the said notification was 
not applicable in the case of the assessee 
dealer. This resulted in short realization 
of tax of ~ 1.26 lakh at. the differential 
rate of 4.6 per cent. 

21.45 

3.16 

3.07 

In the case of 
2004-05, the AA 
stated that action 

·would be taken after 
verification 
(November 2008)~ 

In the case of 
2005-06, the AA 
stated that 
manufactured goods 
(liquor) was tax-free. 
(October 2009). 

Action 
taken· 

would be 
after 

verification. 
(between 
and 

January 
December 

2009). 

(tin lakh) 

Final action is 
awaited. 

Reply is not 
relevant as we 
pointed out short 
payment/levy of 
purchase tax on the 
raw -material 
(molasses) and not 
on the manufactured 
goods (liquor), 
keeping in ·view of 
provisions of Act 
relating to purchase 
tax. 

-In one case the 
· CCT, MP intimated 

(November 2010) 
that ~ one lakh had 
been deposited. In 
other two cases final 
action is awaited. 

Action would be Final action is 
taken after awaited. 
verification. (March 
2008). 

2.80 The AA raised 

1.26 

demand of 
~ 2.80 lakh and 
adjusted the same 
against the 
cumulative quantum 
of · exemption 
.(December 2008) .. 

The AA raised 
demand of ~ 1.26 
lakh (April 2009). 

Recovery 
particulars 
awaited. 

are 

We reported the matter to the CCT, MP and the Government between 
March 2006 and January 2010; their replies have not been received 
(December2010). 
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Chapter- II: Commercial Tax 

y~L· •..... 

Six reg· ional 8 and eleven bircle9 offices . I 

We observed between January 
2008 and November 2009 that 
in 26 cases · of 21 dealers, 
assessed between January 2007 
and. March 2009 for the 
periods 2000-01 to 2006-07, 
the AAs did not levy tax on 
sal~s turnover of~ 39.41 crore 
of taxable commodities like 

I high density polyethylene 
(HDPE)/poly propylene (PP) fabrics, ayurvedic medicines, cotton bandage etc. 
:incorrectly treating themias tax free goods or exempted from tax. This resulted 
in non-levy of tax of~ 2.Q.O crore including interest as shown below: 

I (< illl laklln) 

9 

1. 14 HD PE/PP Intra-State 3,042.93 4.6 

18 fabrics Inter-State 571.43 10 
(without c 198.63 
forms) 

Inter-State 37.61 4 
(with Cforms) 

In case of two dealers the AA stat~d (October 2009) that action wo~ld be taken after verification. In case of four 
dealers it was stated (between Febtuary· and November 2009) that HDPE fabrics is a kind of cloth, hence tax-free 
under Schedule I of the Adhiniya,,!,. in case of two dealers it was stated (October and November 2009) that as per 
order of the Commissioner, Sales Tax, MP issued under.Section 42-B of the repealed MPGST Act, HDPE fabric is 
a kind of cloth. We do not agree ~th the contention of the AAs because MP High Court 10 has held that HDPE 
fabric is not a kind of cloth but it. i~ covered in plastic goods. In case of six dealers it was stated (between February 
and November 2009) that HDPE fabric is exempted from tax under notification no. 68 dated 24 August 2000. 
Reply does not correctly interp~et the said notification which exempts all varieties of cloth and not HDPE fabric, 
which is plastic goods. I . 

2. Ql Potato khapth11 Intra-State 17 .00 

02. II 

Inter-State 95.35 
(without C 

10.22 

4 

10 

forms) 

The AA stated (August 2009) that ~ction would be takeri after verification. 
. ! . 

3. 01 Chem.ical 1· 
01 fertilizer 

Intra-State 110.35 4.6 5.08 

The AA stated (April 2008) that ac~on would be taken after verificati<;m. 

. . I 
Indore (5) and Jabalpur. 
Bhopal, Gwalior (2)~ Indore (5), Jabalpur (2) and Ujjain. 

. 10 

11 
Mis Raj Pack Well Ltd. v/s Union oflndia [1990 (50) - ELT- 201 (MP)] . 
Chips of potato. 
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4. 02 
02 

Cotton 
rolled/ gauze 
bandage 

Intra-State 35.75 9.2 3.29 

In case of one dealer the AA stated (January ::?008) that besides cotton bandage, the dealer also sold loose cloth 
which is tax free under Schedule I of the Adhiniyam. We do not agree with the reply because on verification from 
the registration certificate (RC) of the dealer we found that his business was to manufacture and sell "rolled/gauze 
bandage" for which "cloth" was recorded as raw material. In another case it was stated (May 2009) that the dealer 
sold cloth as such without any processing thereon. We do not agree with the reply because from a review of the 
audited manufacturing account of the dealer we found that he was engaged in the production of cotton bandage by 
consuming/processing cotton, chemical, fuel etc. 

5. Ql 
01 

Silk sarees Intra-State 7.88 13.8 1.09 

The AA stated (October 2009) that action would be taken after verification. 

6. 01 
01 

Readymade 
garments 

Intra-State 16.87 4 0.98 

The AA stated (September 2008) tharaction would be taken after verification. 

7. 01 
01 

Ayurvedic 
medicines 

Intra-State 6.03 9.2 0.55 

The AA replied (December 2008) that the dealer sold life saving drugs· exempted under the notification dated 
27 March 2001. Reply does not correctly interpret the said notification as it does not include ayurvedic medicines as 
life saving drugs. · 

We reported the matter to the CCT, MP and the Government between 
April 2008 and January 2010; their replies have not been received 
(December 2010). 

I 2:rss~N6~/sh.O'H.t~li ot'<enfiit~~r . ., >I 
Eleven regional offices 12 and 18 circle offices13 

We observed between May 2008 
and December 2009 that in case of 
36 dealers assessed/re-assessed 
between July 2007 and March 

., 2009 for the periods 2004-05 to 
2006-07, ET on goods like yarn, 
pulses, plant and machinery, motor 
vehicles, HSD~ coal, furnace oil, 
timber etc. valued at~ 61.71 crore 
was either not levied or was 

levied at incorrect rate on their entry into local area. This resulted in 
non/short realisation of ET of ~ 92.81 lakh including interest and penalty 
of~ 14.84 lakh. 

After we pointed out the cases, the AAs recovered ~ 1.93 lakh (September and 
December 2009) .in case of two dealers. In one case the CCT, MP intimated 
(November 2010) that demand for ~ 81,993 alongwith penalty of an equal 

· amount had been raised. In case of 24 dealers it was stated (between May 
2008 and December 2009) that action would be taken after verification. 

12 

13 
Chhindwara, Guna, Indo~e, !tarsi, Jabalpur, Mandsaur, Sagar, Satna(3), and Ujjain. 
Chhindwara, Guna, Gwalior (3), Indore (4), Jabalpur (2), Katni, Naugaon, Neemuch, 
Sagar, Shahdol and Ujjain (2). 
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1 Chapter- II: Commercial Tax 

I 
In remaining cases of nihe dealers the departmental replies and our comments 

. I 

thereon are as follows: j 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

CTOI, 
Uiiain 

01 

CTOill, 
Gwalior 

01 

RAC, 
Mandsaur 

01 

RAC, Satna 

01 

CTOII, 
Neemuch 

01 

CTOill, 
Gwaiior 

01 

CTOXIII, 
Indore 

01 

RAC. !tarsi 

01 

CTOVI, 
Indore 

01 

~~~..-~,,,.,.,---,,--,,,,"""'""""'~~.,......,, 

Tuwar 
(pulses) 

The pulses purchased during 
t June 2004 to 31 March 
2005 were exempted from 

· ET. (February 2009) 

Raw materlal 
and inciderital 

The goods entered in the 
factory situated on ·railway's 
land and as per various 
judicial decisions14, railway 
sidings are not covered in 
local area. Therefore, ET was 
not leviable. (November 
2008 and March 2010). 

goods I 

Tractor 

Tractor 

Yarn 

HSD 

HDP.E 
LDPE 

As per entry no. 9 of 
Schedule I of the Adhiniyam, 
tractor is tax-free. (January 
and July 2009). · 

Tractor parts are exempted 
from · ET vide notification 
dated 30 April 2002. 
(October 2009). 

Yam purchased for use as 
raw material was exempted 
from ET under notification 
dated 6 September 2001. 
(October 2009). 

The dealer purchased light 
diesel oil (LDO), which is 
different from diesel, 
therefore ET was not leviable 
at enhanced rate under 
notification dated 
26 December 2001. 
(November 2009). 

and HDPE/LDPE purchased for 
consumption .as raw material, 
was ET paid. 
(June 2009). 

We do not agree with the reply because 
the notification dated 23 April 2002, 
exempting pulses from ET, was in force 
only up to ·31 May 2004. 

We do not agree with the reply because 
the said decisions do not discuss as to 
why the railway sidings are not included 
in a local area. However, the MP Board 
·of Revenue, in two cases15

, has 
categorically held that railway sidings 
and rail lines are covered in local area. 

We do not agree with the reply because 
no such entry existed in Schedule I of the 
Adh.iniyam during the relevant periods. 

The reply is not specific as our 
observation pertains to tractors and not 
to tractor parts. Moreover, tractors are 
not covered under the said notification. 

We do not agree with the reply because 
notification dated 6 September 2001 
exempts raw materials meant for use in 
the manufacture of yam and not the yam 
itself. 

Fact however remains that - the word 
'diesel' in the notification dated 
26 December 2001 includes both LDO 
andHSD. 

Fact however remains that HDPE/LDPE, 
purchased for consumption, belongs to 
Schedule III of the Act, therefore can not 
be regarded as ET paid. 

We reported the 
May 2008 and 
(December 2010). 

case1s to the CCT, MP and the Government between 
I 

Janu~ry 2010; their replies have not been received 

I 

14 

15 

I 

Mis Jai Prakash Associates Ltd. v/s State. of MP and others [(2006)-8 STJ-415] 
Mis Naval Ispat UJ,hyog, Kharsia v/s CST, MP [(1990) 23 VKN 537]. 
Mis Simical Eng~neering Co. v/s Appellate Dy. CCT [(2004) 4 STJ 519] 
Mis Larsen and Tubro Ltd. v/s CCT [(2002) 35 VKN 50]. 

I. 
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I 2.16 Non-realisation of profession tax 

Under the MP Vritti Kar 
Adhiniyam.1995, every person who 
carries on a trade either himself or 
by an agent or representative or 
who follows a profession or calling 
other than agriculture in MP shall 
be liable to pay profossion tax (PT) 
at the rate specified in the Schedule 
of the Act. The Act further provides 
that such person liable to pay tax 
shall obtain a certificate of 
registration from the PT assessing 
authority in the prescribed manner. 

On cross verification of 
information obtained from 
30 circle offices16 of Commercial 
Tax Department {CTD) with 
(i) lists furni shed in respect of 
liquor licencees, cinema houses, 
video parlours and cable 
operators by the State Excise 
Department and (ii) lists of 
beauty parlours furnished by the 
Customs & Central Excise 
Department, we observed that 
3,682 persons remained 
unregistered with the CTD under 
the Act for the years 2003-04 to 
2008-09, although they were 

liable to pay PT. This resulted in non-realisation of PT of ~ 76.94 lakh at the 
rate ranging from ~ 1,000 to ~ 2,500 per annum. 

We reported the matter to the CCT, MP and the Government in March 2010; 
their replies have not been received (December 2010). 

I 2.17 Incorrect determination of turnove~ 
Five regional offices 17 and two circle offices18 

Under the Adhiniyam taxable turnover 
{TIO) is determined after deducting 
from the turnover, the sale price of tax 
paid goods and the amount of tax, 
included in the aggregate of sale 
prices. The Adhiniyam also provides 
for imposition of penalty of a sum not 
exceeding the amount of tax under­
assessed in case of omission 
attributable to the assessee and penalty 
of a sum not exceeding five times of 
the tax evaded in case of furnishing 
false particulars by the assessee. 

2.17.1 We observed between 
September 2008 and 
November 2009 that while 
determining TIO of five 
dealers, assessed between 
June 2007 and March 2009 
for the periods 2004-05 and 
2005-06, four dealers were 
allowed deduction of sales of 
tax paid goods valued 
at ~ 2.40 crore which was not 
admissible because the said 
goods purchased by tbe 
dealers from unregistered 
dealers/a place outside the 
State were not in the nature 

of tax paid goods. In case of one dealer, deduction of ~ 12 lakb in 
excess of admissible amount of tax paid sale was allowed incorrectly. 
Thus, TIO was under-determined by ~ 2.52 crore. This resulted in non-levy of 
tax of~ 2 1.39 lakh including maximum penalty of~ 2.58 lak.b. 

16 

17 

18 

CTO, Indore (15); CTO, Gwalior (4); CTO, Ujjain (3); CTO, Mandsaur {2); 
CTO, Neemuch (2); CTO, Sagar (2); CTO, Shajapur and CTO, Tikamgarh. 
Indore (3), Morena and Satna. 
Indore and Jabalpur. 
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I 
i 

After. we pointed out rlie cases, the AAs in case o{ four dealers stated 
(between September 2098 and· November 2009) that action would be taken 
after verification. In ond case it was stated (May 2009) that the deduction of 
tax paid sales was . alloied after verification. Contention of the AA is not 
correct as we verified aiid confirmed that the goods sold were purchased from 
a dealer who was not reg!istered during the relevant period . 

I . . . 
2.17.2 During test check of the records of two regional offices19 and three 
circle offices20 between January and December 2009 we observed that out of 
five dealers, assessed b~.tween January 2008 and March 2009 for the oeriods 
2003-04 to 2006-07, hrrnover in case of four dealers was dete"rmined 
at ~ 6.21 _ cro:re against the aggregate of sales of~ 6.91 crore recorded in their 
audited books of accotlnts/stock statement, while in one case the dealer 
deliberately misstated th~ opening stock in his book~ of accounts as~ 35 lakh 
against of~ 53 lakh. Th~s, turnover aggregating ~ 89 lak:h was not assessed to 
tax and resulted in non-levy of tax of~ 13.92 lakh including minimum penalty 
of~ 6.75 lakh. I . · 
After we pointed out the .cases, in one case the CCT, MP intimated (November 
2010) that demand of~ [t.78 lakh alongwith penalty of an equal amount had 

. been raised while in · rerpaining cases . the AAs stated (betWeen. January and 
December 2009) that action would be taken after verification. -

2.17.3 During test chec~ of the records of two regional offices and one cirde 
office between January and November 2009 we observed that in case of three 

I . 
dealers, assessed between January 2008 and January 2009 for the periods 
2004-05 and 2005-06, !incorrect determination of TTO to the extent of 
~ 2 crore resulted in non-;levy of tax of~ 10.86 lakh as shown below: 

19 

20 

1. 

2. 

RAC, 
Satna 

RAC, 
Satna 

I . 

Althoug~ sale aggregating ~ 99:29 lakh 
was not part of the gross turnover, 
the AA I incorrectly allowed deduction 
thereof. Thus, TTO was under 
determined by ~ 99.29 lakh. 
This rJsuited in non-levy of tax 

I 

oH 4.5~ lakh. 

The AA allowed deduction of deemed 
sale of I conveyor belt material and 
retreading material valued at 
~ 433'g· lakh · treating them as 

I 

consumable goods. This was not correct 
as the m~terials do not lose their identity 
during the process of retreading. Thus, 
ITO wa~ under determined by ~ 43.38 
lakh. Thls resulted in non-levy of tax of 

I 

~ 3.99 lakh. 
I 

Indore and Satna. I 
Guna,Jndore and Wardhan. 
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The AA stated (August 
2009) that action would be 
taken after verification. 

The AA stated (January 
2009) that during the process 
of repairing, conveyor belt 
solution loses its identity. 
Reply is not specific as our 
observation refers to 
conveyor belt material and 
retreading material and not 
to conveyor belt solution. 
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3. CTO, 
Circle-X, 
Indore 

The AA allowed deduction of The AA stated (November 
~ 57.51 lakh on account of discount 2009) that action would be 
given by the dealer through credit notes taken after verification. 
for rate difference. This was not correct 
because such discount could not be 
treated as cash discount. Thus, TTO was 
less determined by ~ 57 .51 lakh. 
This resulted in non-levy of tax of 
·~ 2:30 lakh. 

2.17.4 During test check of the records of four: regional offices21 and two 
·circle offices22 between December 2007 and November 2009 we observed that 
in case of seven dealers, assessed .between December 2003 and January 2009 
for the periods 2000-01 to 200_1-02 and 2003-04 to 2005-06, although tax was 
not included in the aggregate of sale prices, the AAs, while determining TTO, 
allowed deduction of the amount of tax from turnover. This resulted in short 
levy of tax of~ 7.35 lakh including minimum penalty of~ 21,000. 

After we pointed out the cases, in case of two dealers~ 80,132 was adjusted 
against the quantum of exemption (December 2008 and November 2010) 
while in another case ~ 1.05 lakh was recovered. (between November 2008 
and June 2009). 

In case of three dealers the AAs stated (between February and November 
2009) that action would be taken after verification. In the remaining one case, 
the AA stated (February 2009) that the deduction allowed was correct. 

. Reply is not acceptable because in order to determine the gross turnover, the 
amount of tax was d~ducted from the ·gross receipts and for determining TTO, 
the amount of tax was again deducted from the gross. turnover so determined. 
Thus, we found that there was double deduction, which was not correct. 

We reported the matter to the CCT, MP and the Government between 
March 2008 and January 2010; their replies have not been received 
(December 20 l 0), 

21 

22 
Gwalior, Indore, !tarsi and Sagar. 
Sagar and W aidhan. 
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1. 

2. 

3. 

RAC, 
Indore 

01 

CTO, 
Circle 
III, 
Jabalpur 

02 

CTO, 
Circle I, 
Jabalpur 

01. 

I 

I 
i 

2005-06 
March 2009 

2005-06 
January 
2009 

2004-05 
June 2007 

2005-06 
September 
2009 

Chapter- II: Commercial Tax 

We observed 
between 

December 2008 
and December 
2009 that four 
dealers, assessed 
between June 
2007 and March 
2009 for the 
periods 2004-05 
and 2005-06, 
were incorrecdy 
allowed set off of 
~ 9.14 lakh as 
shown below: 

Set off of ~ 6.26 lakh was The AA stated (June 2009) 
granted under notification that action would be taken 
dated 1 April 1995 in after verification. 
respect of tax paid copper 
bars/rods consumed in the 
manufacture of other 
goods. This was not 
correct because copper 
bars/rods are not covered 
under the said notification. 

Set off of~ 1.90 lakh was The AA stated (November 
incorrectly granted in 2009) that action would be 
respect of tax paid cement taken after verification. 
as the same was not 
consumed by the· dealer in 
the manufacture of other 
goods but was transferred 
tO MP State Electricity 
Board. 

Set off of ~ 98,000 was 
incorrectly granted in 
respect of tax paid furnace 
oil as the same was not 
specified as raw material 
or incidental goods in the 

. RC of the dealer. 

The AA stated (December 
2008) that action would be 
taken after verification. 

I 
We reported the matter to the CCT, MP and 
March 2009 and JanuarY 2010; their replies 
(December 2010). 

the Government between 
have not been received 
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Three Regional andthree circle offices 

1. CTO, Circle V, 
Bhopal 
01 

CTO, Betul 
01 

RAC, Indore 
01 

2006-07 
October 2008 to 
February 2009 

We observed 
benveen l\.1ay and 
December 2009 
that six dealers 
were granted 
inadmissible ITR 
of~ 30.28 lakh as 
shown below: 

The dealers purchased goods valued at 
~ 37.89 crore after payment of input tax 
of ~ 1.65 crore. However, the AAs 
incorrectly computed and allowed ITR 
of ~ 1.85 crore on the said purchase 
value. This resulted in grant of 
inadmissible !TR oH 19.76 lakh. 

In one case the AA accepted (December 2009) our observation. In the remaining two cases 
the AAs stated (September and November 2009) that action would be taken after 
verification. 

2. RAC, Indore 
01 

Order passed in 
July 2006 under 
Section 73 of the 
VAT Act 

In the accounting period 2005-06, the 
· dealer purchased viscose fibre valued at 
~ 8.51 crore in respect of which he. was 
allowed set. of£ This implies that the. 
said goods were consumed in the 
manufacturing process during 2005-06 
and accordingly nothing out of the said 
goods was ill stock of the dealer on 
1.4.2006. However, the AA allowed 
ITR of ~ 7. 73 lakh on viscose fibre of 
~ 1.93 crorn, which was included in the 
said purchase value of ~ 8.51 crore. 
This resulted in grant of inadmissible 
ITR of~ 7.73 lakh. 

In reply to our observation the AA stated (May 2009) that ITR was allowed after proper 
verification. Reply is contradictory to the facts contained in the assessment order of the 
dealer for the period 2005-06. ., 
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Chapter- II : Commercial Tax 

(1) (2) (3) (4) 

3. RAC, Chhindwara 2006-07 The AA allowed !TR of~ 2.26 lakh in 
OJ November 2008 respect of Cadbury products valued at 

~ 18.09 lakh. This was not correct 
because the purchase/sale of Cadbury 
products was not accounted for in the 
audited and certified trading account of 
the relevant period. 

The AA stated (December 2009) that lTR was allowed because the dealer purchased goods 
after payment of input tax. The reply does not explain why ITR was allowed in respect of 
goods that were not included in the purchases recorded in the audited trading account. 

4. CTO, Circle 11 , Ujjain 2006-07 The AA incorrectly allowed !TR of 
OJ January 2009 ~ 53,000 in respect of timber, which is 

specified in Part Ill of Schedule II of 
the Act and thus did not qualify for 
input tax rebate. 

The AA stated (August 2009) that !TR was correctly allowed as the dealer purchased wood 
after payment of tax and used the same in the manufacture of furniture. The reply does not 
explain why !TR was allowed on wood, i.e. timber, which is specified in Part m of Schedule 
II of the Act. 

We reported the matter to the CCT, MP and the Government between 
July 2009 and February 201 O; their replies have not been received 
(December 2010). 

I 2.20 Non levy of surcharge 

Four Regional23 and one circle24 offices 

Section l 0-A of the Adhiniyam 
provides for levy of surcharge GTa the 
amount of tax payable under the 
Adhiniyam at the rate of 15 per centum 
of such amount. MP High Court has 
held that surcharge shall be treated as 
part of the rate of tax for the purpose of 
determining the rate of tax applicable 
on inter-State sales under the CST Act. 

levy of surcharge of ~ 16.57 lakh at the 
tax amount. 

We observed between July 
2008 and February 2009 that in 
six cases of five dealers, 
assessed between June 2007 
and January 2008 for the 
periods 2004-05 and 2005-06, 
the AAs failed to levy 
surcharge on the amount of tax 
of ~ 1.10 crore payable on the 
sale and purchase of various 
goods. This resulted in non­
rate of 15 per centum of the 

After we pointed out the cases, the AA, in two cases, raised demand 
of~ 7.83 lakh {August 2008 and July 2010) out of which~ 6.83 lakh in one 
case was adjusted against the ceiling of monetary limit of exemption of the 
dealers. In two cases it was stated (between January and February 2009) that 
action would be taken after verification. ln one case the AA stated {August 
2008) that the dealer sold declared goods, therefore surcharge was not 
leviable. We do not agree with the contention of the AA because the dealer 

23 

24 
Indore (2) and Jabalpur (2). 
Indore. 
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sold cotton waste, whi.ch is not included in the category of declared goods 
enlisted in the CST Act. ill one case, the AA contended (September 2008) that 
surcharge is not leviable in case of inter-State sale. Contention of the AA is 
not in consonance with the judicial decision25 ibid. 

We reported the cases to the CCT, MP and the Government between August 
2008 and May 2009; their replies have not been received (December 2010). 

il~!~~g~~t~~~~~~it,~if~~s0~~1~·f ;g!~~t~! .. ~\' .. 
Three cifcle offices 26 .. 

We observed between 
March 2008 and March 
2009 that three dealers, 
assessed between 
October 2006 and 
January 2008 for the 
periods 2003-04 to 
2005-06, sold minerals 
like bauxite, lime stone 
etc. valued at ~ 1.42 
crore to local registered 
dealers. The AAs, 

however, while finalizing the assessments, incorrectly treated the local sale as 
inter-State sale on the basis .of 'C' forms issued by the said local purchasing 
dealers and allowed levy of tax at the concessional rate of four per cent. 
This resulted in short levy of tax of~ 13.10 lakh at the differential rate of . 
9.8/5.2 per cent. 

After we pointed out the cases, the AAs, in case of two dealers, stated 
(December 2008 and ·March 2009) that action would be taken after 
verification. ill case of remaining one dealer, the AA did not offer any specific 
comment. 

We reported the matt.er to the CCT, MP and the Government between May 
2008 and April 2009; their replies have not been received (December 2010). 

25 

26 
CST, MP v/s Mis Raymond Cement Works, Bilaspur [(1996) 29 VKN 472]. 
Jabalpur and Satna (2). 
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l'~·;22;;;.,1n:co:t~~~tgrant•~;,11't1e,fiili:<114i?i*0:l•• :~VM 
Two Regionai27 and onejcircle28 offices 

We observed between September 
2008 and August 2009 that four 
dealers, assessed between 
September 2008 and March 2009 
for th~ periods . 2004-05 and 

. 2005-06,, ;wer~ J~al:>le .·to· PlilY .. t~x .. • 
:~·> ... . .... ' .. Ii . / ...... ~.:~;;::.·-~. :. : . . :·:.: . "'.·:.::· · .. :.: ,- ':·.' 

. • .. ·. ·· .. ·· 1 . . . . · .. ··.of~ 66:9;9lakhbutthey coUeded 
~ 75.78 lakh by way1 of tax/surcharge. The AAs, instead of forfeiting 
~he excess amount of [tax of ~ 8.88 la~ so colle~teq by ~he dealers, 
mcorrectly allowed reftj.nd of the same. This resulted m mcorrect grant of 
refund of~ 8.88 lakh. I . · 
After we pointed out the cases, the AA in one case accepted the audit 
observation (March 2009). Further development has not been reported 
(December 2010). In tJo cases the AA stated (September :2008) that refund 

. I 
was correct as tax and surcharge was not shown as charged separately in the 
sales invoices~ Fact, ho~ever, remains that excess tax collected in any manner, 

I . 
whether charged separately in the bills or otherwise, is liable to be forfeited. 
In the remaining one dase, the AA stated (August 2009) that refund was 
correct because no tax!shrcharge was shown as charged separately in the sales 
bills of tractors and trac~or parts. For collection of tax at higher rate on the sale 
of leaf springs, he stated that the dealer deposited excess tax due to ignorance, 
therefore in view of debsion of the Board of Revenue29 the refund aHowed 
was correct. We do ndt agree with the reply as it does not interpret the 
decision correctly. As pbr the decision, refund was allowed to such a dealer in 
whose case excess tax dollection was not proved, whereas during scrutiny of . 
the instant case, we fourld that the dealer collected surcharge and tax at higher 

. rate which was not payable. 
I 
I 

We reported the matter to the CCT, MP and the Government between 
I . 

November 2008 and October 2009; their replies have not been received 
(December 2010). 

1 

I 

Sa~a and Shajapur f (2). 27 

28 

29 
Indore. I . 
Mis Rallis India Pvt; Ltd., Indore v/s CST, MP [(1999P2 VKN 254]. 

I 

i 

I 
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1,z:.i3~&;1;Jin~Qi:irecf grant:<»t:~~~m1fiolit,'.,:,,:.;I 
One Regional and two circle offices · 

1. RAC, 
Sagar 

2003-05 
September 
2006 

We observed between 
December 2007 and 
September 2009 that 
three dealers were 
ii:J.correctly allowed 
exemption from 
payment of tax 
aggregating~ 7.66 lakh 
as shown below: 

4.08 A dealer engaged in bottling of LPG was 
allowed exempticin from payment of entry tax 
on the basis of EC issued to him under 
notification dated 6 October 1994. As bottling of 

. LPG, being repacking of goods, is not covered 
under the notification, grant of exemption was 
not correct. 

The AA, stated (December 2007) that as per circular dated 16 June 1998, refilling of gas is a 
process of manufacture. Reply is not in consonance with the decision of 
MP high court30 referred to above. 

2. CTO, 
Katni 

2004-05 
January 
2008 

1.04 The AA levied purchase tax of~ 1.04 lakh on 
1.04 raw material vafoed at ~ 26.04 lakh and allowed 

(penalty) 
exemption from payment of tax so levied on the 
basis of the EC issued to the dealer. Exemption 
allowed was not correct because the said goods 
were purchased after expiry of the EC. As the 
grarit of incorrect set off of tax against the 
quantum of exemption on the basis of invalid 
declarations was attributable to the dealer, he 
was also liable to pay penalty of an equal 
amount of ~ 1.04 lakh. . 

The AA stated (March 2009) that action would be taken after verification. 

30 Modi Gas Service, Indore Vis MP State & others [2006-8-STJ-536 (MP)]. 
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3. CTO-II, 
Gwalior 

2005-06 
December 
2008 

0.90 

0.60 

(interest) 

Chapter- II : Commercial Tax 

The dealer sold cement paint valued at 
~· 6.50 lakh after expiry of the eligibility period 
specified in the EC issued to him; However, the 
AA, on the basis of the expired EC, incorrectly 
allowed exemption from payment of tax 
of~ 89,700 payable by the dealer on the said 
sale. Since the dealer did not pay the tax on due 
dates, therefore he was also liable to pay interest 
of~ 60,373. 

The AA stated (September 2009) that action would be taken after verification. 
. I . 

I . . 
We reported the matter to the CCT, MP and the Government in February 2008 
and October 2009; their ~eplies have not been received (December 2010). 

I 

li~~2~~Liiict>Jite,c1~fi~ieif:min~ti~li:~it:~Ju~l~ddiifi,.",11:~i I 
Four Regional31 and fou~ circle32 offices 

We observed between May 2007 
and November 2009 that in case 
of eight dealers, assessed between 
Apri.1 2006 and October 2008 
for the, periods 2003-04 to 
2005-06, value addition on resale 

. I of goods was less determined 
by~ 1.07 crore. This resiilted in short realisation of tax of~ 7.66 lakh. 

. I . 

After we pointed out the cases, the Ms in three cases raised demand of 
~ 2.22 lakh (between J~ly and October 2008), while in three cases it was 
stated (between March ~2008 and August 2009) that action wqfod be taken 
after verification. In bne case, the AA stated (February 2009) that 
a notification exempts 6il seeds from tax leviable under Section 9-B of the . 
Adhiniyam. Our obsen1ation remains unreplied because the AA faHed to . 
specify the notification ~hich exempts oil seeds from the tax leviable under 
the Section ibid. In the remaining one case, the AA did not offer any specific 

I . comment. . · 
. I 

We reported the cases to the CCT, MP and the Government between 
June 2007 and JanuJry 2010; their replies have not been received 
(December 2010). j 

31 

32 

i 
I 

. I 
Indore, Khandwa and Satna (2). 
Indore (2), Sagar anti Vidisha. 

I 
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~ 1.48 crore as shown below: 

I. RAC, 
. Chhindwara 

01 

2002-03 
July 2008 
(Reassessment) 

Soya flour 
12.34 

2.25.1 We observed in 
respect of six regional 
offices and six circle 
offices between l\1ay 
2007 and December 
2009 that m case 
of : 14 dealers tax . on 
inter-State .. . s~le . of .· .... 

~ 19 .10 crore, in respect 
of which declarations in 

·Form 'C' were not 
furnished, was . either 
not levied or was 
levied at incorrect rate. 

·This resulted in non/ 
short kwy of tax of 

~in crore) 

10 1.23 

The AA; referring to a d~cision of MP Board ofRevenue33
, stated (December 2009) that soya 

flour is tax free under the entry namely, "Atta, maida, suji, rawa and flour" of Schedule I of 
the Adhiniyam. Contention of the AA is not correct because the said entry has been deleted 
from Schedule I (effective from 15 March 2000).with effect from 23 April 2002 and inserted 
in part V of Schedule II vi de IviPCT (Amendment) Act, 2002 from the same date. 

2. RAC, Indore 2003-04 
01 January 2007 

Wheat 
2.58 

2 

The AA raised demand oH' 5.15 lakh (April 2008). 

33 Mis S. M. Dye Chem Ltd., Vidisha v/s CCT, MP[(2004) 3 CT-STJ 245]. 

34 

o.o5·· 



Chapter- II : Commercial Tax 

(1) (2) (3) (4) (S) (6) (7) 

3. CTO, Katni 2005-06 Ex12losives 13.8 4 
02 December 0.39 

2008 
0.05 

2003-04 Hessian 10 8 
January 2007 cloth and 

packing 
material 
0.75 

In case of one dealer the AA raised demand of'{ 1.50 lakh (August 2009) and in case of the 
other dealer the AA stated (October 2009) that action would be taken after giving reasonable 
opportunity to the dealer. Further reply has not been received (December 20 I 0). 

4 . RAC, Guna 2005-06 Trans for- 10 4 0.03 
01 April 2008 mers 

and 0.50 
2006-07 
December 
2008 

The AA stated (September 2009) that out of the aggregate of sale value of'{ 12.79 crore, the 
dealer had furnished 'C' forms for '{ 12.29 crore, on the bare value of goods, excluding the 
amount of tax of'{ 50 lakh for which furnishing of'C ' forms was not required. Contention of 
the AA is not correct because 'C' form is required to be furnished to cover the entire amount 
receivable by the selling dealer. 

5. RAC, Indore 2004-05 PP fabric 10 - 0.03 
01 September 0.26 

2007 

The AA stated (February 2009) that PP fabric is tax-free vide notification dated 24 August 
2000. The contention of the AA is not correct as the said notification exempts all varieties of 
cloth and not PP fabric, which is manufactured in power looms on which duty is leviable 
under Central Excise Act. 

6. CTO I, Ujjain 2004-05 Disposable IO 4 
02 January 2008 containers 

0.28 0.03 

2004-05 Machinery 10 4 (including 
January 2008 and parts penalty) 

thereof 
0.07 

Jn case of one dealer the AA stated (February 2009) that action would be taken after 
verification, while in case of the other dealer the AA stated (February 2009) that the ' C ' form 
furnished by the dealer involves sale value of'{ 7,59,220. We do not agree with the reply 
because from the 'C' form it was evident that the issuing authority issued the same only 
for'{ 75,922 . However, the 'C' form was subsequently tam12ered to be read as '{ 7,59,220. 

7 . RAC, !tarsi 2004-05 Sul12hur 10 8 0.02 
01 December 0.89 

2007 

The AA stated (November 2009) that the dealer sold khandsari sugar (declared goods) on 
which tax was correctly levied at the rate of eight per cent. Reply is not acceptable because in 
the appeal order dated 2 January 2009 of Dy. Commissioner (Appeal), Bhopal, it was stated 
that the dealer sold sulphur, which is not included in declared goods. 
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8. CTO, Mandla 2002-03 
01 November 

2005 

Plywood. 
0.23 

The AA raised demand of~ 1.47 lakh (January 2008) .. 

9. CTO I, Satna 2005~06 
01 March 2009 

Iron scrap 
0.35 

13.8' 

8 

8 O.ol 

4 0.01 

The AA stated (December.2009) .that action would be taken after verification. 

10. CTO-X&XI, 2004-05 Soap 13.8 10 
Indore January 2008 0.13 O.ol 
02 2004-05 Yarn 10 4 (including 

January 2008 0.05 interest) 

The AAs, in case of both dealers, stated (March and November 2009} that action would be 
taken after verification. 

11. RAC, Indore 2005-06 
01 March 2009 

Tendu leaves 
0.29 

25.3 23 0.01 
(including 
interest) 

After the matter was pointed out the CCT, MP intimated (November 2010) that demand 
for ~ 1.12 lakh had been raised. ' 

2.25.2 During test check of the records of two circle offices34 between 
February al}d October 2008 we observed that in case of four dealers, assessed 
between January 2007 and January 2008 for the periods 2003-04 and 2004-05, 
tax on inter-State sales of~ 4.49 crore against 11 number of 'C' forms was 
either not levied or was levied at concessional rate. We verified and confirmed 
from the issuing States that out. of these 'C' forms, eight forms were not issued 
by the issuing authorities to the purchasing dealers mentioned therein and one 
was not issued by the purchasing dealer to the selling assessee dealer, 
while the dealers mentioned in two 'C' foi-ms were not found registered in the 
concerned offices. Thus, all the 11 number of 'C' forms were not valid and. 
therefore the entire sale value of~ 4.49 crore involved therein was chargeable 
to tax at full rate. This resulted in ·short realisation ofrevenue of~ 37.68 lakh. 

We reported the matter to the AAs between September 2009 and March 201 O; 
their replies have not been received (December 2010). 

We n;:ported the cases to the CCT, MP and the Government between February 
2006 and March 2010; their replies have not been received (December 2010). 

34 Gwalior and Indore. 
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CHAPTER - III 
STATE EXCISE 

I 3.1 Tax administration 

The State Excise Department is working under the Commercial Tax 
Department of the Government of Madhya Pradesh. The Excise Commissioner 
(EC) is the head of the department and is assisted by Additional Excise 
Commissioner (Addl. EC), Deputy Excise Commissioners (DECs), Assistant 
Excise Commissioners (AECs) and District Excise Officers (DEOs), both at 
the headquarters at Gwalior and in the districts. In the districts, the Collector 
heads the excise administration and is empowered to settle shops for retail 
vending of liquor and other intoxicants and is responsible for realisation of 
excise revenue. 

The working of distilleries and bottling plants (foreign liquor) and breweries is 
monitored by the DEOs with the assistance of the ADEOs. 

I 3.2 Trend of receipts 

Actual receipts from State Excise during the years 2005-06 to 2009-10 along 
with the total tax receipts during the same period is exhibited in the following 
table and graph. 

~in crore) 

Year Budget Actual Variation Percentage Total tax Percentage 
estimates receipts Excess(+)/ of variation receipts of actual 

shortfall (-) of the State Excise 
State receipts vis-

a-vis total 
tax receipts 

2005-06 1,300.00 1,370.38 (+) 70.38 (+) 5.41 9,114.70 15.04 

2006-07 1,430.00 1,546.68 (+) 116.68 (+) 8. 16 10,473.13 14.77 

2007-08 1,750.00 1,853.83 (+) 103.83 (+) 5.93 12,017.64 15.43 

2008-09 2,150.00 2,301.95 (+) 151.95 (+) 7.07 13,6 13.50 16.9 1 

2009-10 2,760.00 2,951 .94 (+) 191.94 (+) 6.95 17,272.77 17.09 

The percentage contribution of State Excise receipts to the total tax revenue of 
the State has been increasing over the last four years. 
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1. State Excise 2007-08 1,853.83 396.04 21.36 

2008-09 2,301.95 505.46 21.96 3.66 

2009-10 2,951.94 . 818.34. 27.72 

The percentage of expenditure on the collection of state excise is abnormaHy 
higher than the all India ·average percentage. We observed in the 
Finance Accounts that there is rio sep~rate head showing 'collection charges' 
as is avaHable in the case of ·other taxes hke taxes on sales/trade, taxes on 
vehicles etc., and the cost of liquor paid to the manufacturers from the 
budget provisions for expenditure was also being booked under the head 
2039-state excise along with other expenditures. 

The Government may consider opening of a separate sub-head '.collection 
charges' on the lines of practice for the other taxes for effectively monitoring 
the functioning and the performance of the department. This will also enable 
the State to compare the coHectio_n cost position vis-a-vis the all India average 
Government percenta~e on a like to ~ike basis. 

lic~t43~'.:"lm1Bi~t~101ft~ii{IJI~~,fg;11 
During the five years, audit had pointed out non/short levy, non/short 
realisation, underassessment/loss of revenue With revenue implication of 
~. 538.87 crore in 38,548 cases.· Of these, the department/Government had 
accepted audit observations in 26,936 cases involving ~ 262.50 crore and had . 
since recovered~ 18.90 crore. The details are sho\vn in the following table: 

(f Jinn croire) 

2004-05 41 4,286 149.44 1,344 8.47 

2005-06 27 5.,405 77.12 1,110 39.03 88 .3.25 

2006-07 30 . 4)83 109.24 4,285 91.13 1,311 11.35 

2007-08 40 12,185 88.06 9,520 24.73 31 2.72 

2008-09 50 12,489 115.01 10,677 99.14 260 1.58 

Toli:an · :H.88 38,5418 538.87 26,936 262.5@ 1,69@ 18.90 

The amount recovered out of the accepted cases has been abysmal over the 
last five years. 

38 



Chapter- III : State Excise 

' if(}Jf: 1~mnfil"avd01i · 
. I . . . 

futemal audit wing (IAW) was established in the department in 1978. During 
the year 2009-1 O; interhal audit of 44 districts was· planned against which 
internal audit was coAducted only in 26 districts. Particulars of major 
comments/observations j of the IA W and corrective action taken by the 
department have not been received (December 2010). 

I 

;~i~' ·f~esun Aitiafilt'lillt~'i&;J 
. . . I . 

Test check of the records of 36 units relating to State Excise receipts revealed 
I . 

underassessment, lossj of revenue, non-levy of penalty amounting 
to~ 201.88 crore in 10,606 cases which can be categorised as under: · 

· J · · . f{ lil!D. crmre) 

:n.. Ncin"levy/recov6ry of duty on excess wastages. 6.66 
I 

2. Loss in re-aucti6nlbidding of ex~ise shops. 46 71.12 
I 

3. 
I , 

Non-levy of penalty on non-maintenance of 
ininimum stock lof country spirit/rectified spirit. 

180 1.34 

4. Non-realisationloflicense fee from excise shops. 439 37.22 
I . 

3,133 3.56 5. Non-levy of penalty for breach oflicense 
conditions. J · · 

6. Others. 4,485 81.98 

Tofall :n.«ll,606 ZO:Il..88 
I 

During the course of t~e year, the department accepted underassessment and 
other deficiencies of~ [67.51 crore in 7,566 cases, which were pointed out in 
audit during the year 12009-10. An amount of~ 24.22 lakh was reaHsed 
in 56 cases during the riear 2009-10. 

A few illustrative audiJ observations involving~ 5.09 crore are mentioned in 
the foHowing paragraphs. 

I 
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Four ACs and three DEOs 

3.7.1 We observed in 
nine bottling units 1 and 
three breweries2 of 
seven districts3 between 

. January and December 
2009 that the licensees 
exported 3,42,784.8 
proof litres (PL) of 
foreign - liquor and 
5,48,400 bulk litres (BL) 
of beer on 197 permits 
between December 2007 
and September 2009 
which involved duty of 
~ 9 .28 crore. Though the 
verification reports of 
receipt · of quantity 
of liquor so exported 
were not received from 
the destination units 
within the prescribed 
time Hmit, the 
department did not 

initiate any action for adjustment of duty against cash deposit or bank 
guarantee or bonds even after a lapse of one to l 3 months after the permissible 
period of 40 days. · · 

After we pointed out the cases, the AECs/DEOs stated (between January and 
December 2009) that 37 verification reports had been received and 
135 verification reports would be submitted on their receipt and 25 cases were 
under consideration in different courts for violation of conditions of the rules. 
The replies are not acceptable because the verification reports were not 
recejved within the stipulated period. Further replies have not been received 
(December 2010). 

2 

Mis United Spirit Ltd., Bhopal; Mis Jubilee Brewerage, Bhopal; Mis Oasis Distillery, 
Dhar; Mis Cox India Ltd., Chhattarpur; Mis Silver Oak-India Ltd., Pithampur, Dhar; 
Mis Gwalior Distillery, Gwalior; Mis Rairu Distillery, Gwalior; Mis Som Distillery, 
Raisen; Mis Redson Distillery, Jabalpur. h 
Mis Jagpin Brewery Ltd.,. Chhattarpur; Mis M.P. Beer Products Indore; 
Mis Som Distillery and Brewery, Raisen. . 
Bhopal, Chhattarpur, Dhar, Gwalior, Indore, Jabalpur and Rais~n. 
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- I 

3.7.2 We· observed in sefen bottling units4
, and one brewery5 of six districts6 

between January anq I October 2009 that the licensees transported 
1,22,028.02 PL of foreigµ liquor and 70,980 BL of beer to different foreign 
liquor warehouses in the State on 48 permits between March 2004 and August 
2009 involving excise dlJ:fy of~ 2.41 crore. It was noticed that in violation of 

. . . I 

the provisions, the department issued the transport pennits without obtaining 
the prescribed duty or b~nk guarantee or bond with adequate solvent sureties 
for the amount of duty i~volved. The verification reports of receipt of above 
liquor in the destinatioh units _were also not obtained by the licensees 
and submitted-to the penhit issuing authority within the prescribed time limit 
of 40 days. However, thb department· did not take any action to recover the 

-leviable duty from the dsh deposit/bank guaran:tee/security bonds even after 
a lapse of period rangiJg from one. to 59. months after permissible period 
of 40 days. I . . · . 

. I . . 
After we pomted out tlie cases, the AECs/DEOs stated (between January 
and O_ctober 2009) that the verification reports would be submitted on their 
receipt. The fact, howev~r, remains that the verification reports had not been 
submitted to ·the permit! issuing authority within the prescribed time limit 
Besides, transportation [of liquor · was also allowed without deposit of 
duty/bank guarantee or duly executed bond. 

. I . . . 
We reported the matter to the EC and the Government between March 2009 
and March 2010; their replies have not been received (December 2010). 

4 

6 

Mis Great Galean dd, Dhar; Mis Associated Alcohol and Brewery Ltd, Khargone; 
_ Mis Som Distillery! Ltd, Raisen; Mis Som Distillery and Brewery Ltd, Raisen; 

Mis Ratlam Alcohol and Carbon dioxide Plant, · Ratlam; Mis Surya Bottling Ltd, 
Sagar, Mis Mahakal Distillery, Ujjaln. 
Mis SomDistillery a6d Brewery Ltd, Ra:isen: 
Dhar, Khargone, Ratlam, Raisen, Sagar and Ujjain. 

- - . I -
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imposed by the departmental authorities as detailed below: 

November 
2005 to 
May2009 

November 
2005 to 

. July 2009 

Spirit 

Country 
liquor 

280 Export/transport from 
Permits distilleries to ware houses 

754 Export/transport from 
cases distillery/manufacturing 

ware houses to storage ware 
houses 

We observed 
between 

December 
2008 and 

November 
2009 that in 
respect of cases 
for the period 
prior to 
03 October 
2008, on 

· wastages of 
spirit/ country 

· liquor beyond 
permissible 

limits during 
export and 
transport of 
spirit penalty · 
was not 

66,900.27 PL 

12,344.675 PL 

After we pointed out the cases, all the Excise Officers except those of Raisen 
and Jabalpur stated between December 200? and November 2009 that cases 
had been sent to higher authorities for necessary action. DEO (Distillery), 
Rafsen stated · (February 2009) that , duty on account of excess wastage 
was recoverable by the importing state. The reply is not acceptable because it 
is inconsistent with the provisions of the rules. The ABC, Jabalpur stated 
(January 2009) that the wastage was within the permissible limit. 
Reply is contrary to the audit finding. Further reports have not been received 
(December 2010). . 

· Though this issue has also been pointed out by us earlier through 
Audit Reports, the, Department has not invoked penal provisions in large 

7 Ashoknagar, Bhind, Jabalpur, Khandwa, Khargone, Narsinghpur, Panna, Raisen, 
Satna, Sehore, Sidhi, Tikamgarh and :Ujjain. 
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number of cases. This inaction on the part .. of departmental authorities 
has diluted the very PID1?ose of incorporating the penal provisions to impress 
the licensees to maintain the wastage of spirit/country liquor within the· 
permissible limits. j 

. I . 
Five foreign liquor wareliouses8 and five breweries9 in seven districts10 

I . . 
We observed from the 
records in five foreign 
liquor ware-houses· and 
five breweries in seven 
districts between 
January 2009 and 
February 2010 that in 
1,420 cases during 
export/transport of 
foreign liquor, 

. 8,018.667 PL spirit and 
58,085.69 BL beer was 
shown as wastage in 
excess of the admissible 
limit by the licensees 
during the period 
between April 2008 and 
December 2009 on 

which duty/minimum pefalty of ~ 1.41. crore was recoverable from them. H 
was, however, seen that only an amount of~ 5.69 lakh was recovered from the 
licensees in four districts111 and no action was taken to recover the remaining 
amount of duty/minim~ penalty of~ l.35 crore. This resulted in non-· 
realisation of revenue of~ 1.35 crore. 

After we pointed out the ~as es, all the Excise Officers (between January 2009 
and February 2010) stated that action for recovery or to impose penalty would 
be taken as per rule anµ intimated to audit. Further report has not been 
received (December 2010D. 

I . . 
We reported the matter to. the EC an:d the Government between December 
2008 and March 2010; thJir replies have not been received (December 2010). 

8 

9 

10 

11 

Bhopal, Indore, JabalJur, Rewa and Ujjain. 
Mis Lilasons Brewdry Ltd, Bhopal, Mis M.P .. Beer. Products Ltd, Indore, 
Mis Mount Everest j Bre'Yery Ltd, Indore, Mis Skol Brewery Ltd, Morena, 
Mis Som Distillery ano Brewery Ltd, Raisen. . 
Bhopal, Indore, Jabalpur, Morena, Raisen, Rewa and Ujjain. 
Bhopal, Indore, Jabalpurand Ujjain. 

. 1 . 
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Five AECs and two DEOs 

We observed between 
January and December 
2009 that · no action 
for cancellation of 
the requisition of the 
labels and to dispose 
the· stock of foreign 
liquor was taken by 
the department even 
after lapse of the 
period ranging from 
9 to 48 months. 

Thus it resulted in non-realisation of revenue of~ 2.52 crore as detailed in the 
table below: 

Mis Beam Global Spirit & Wine 
P. Ltd, Indore 
FL-XA 

Mis M.P. Beer Products, Indore 
FL-9 

Foreign liquor 

Foreign liquor and 
ENA 

Stock of 27,749.77 PL foreign liqt:or, 
remaining unsold received from different 
foreign liquor warehouses between · 
April and September 2009, was lying 
undisposed ·of. 

Stock of 17,075.3 PL bottled foreign liquor 
and 14,073.l PL Extra Neutral Alcohol 
(ENA) held by unit after expiry of licence 
from 1 April 2.008. 

Foreign liquor M/sCoxindiaLtd.Naugaon, Stock of 23,087.17 PL bottled foreign 
Chhatarpur FL-9 liquor and 7,839 BL beer received back· 

>---------------+------___, · froni Uttaranchal State between April 2008 
Mis Som Distillery & Brewery Foreign liquor and February 2o09, which was not saleable 
Ltd, Raisen FL~9 in MP, was lying undisposed of. 

~inlakh) 

86.94 

56.07 

43.90 

Mis White Hall India Ltd. X-A Foreign liquor. Stock of 30,481.5 PL bottled foreign liquor 24.23 

Mis Ratlam Alcohol Plant Ratlam 
FL-9 

Mis Gold Water Distillery Bhind 
FL-9 

Mis Surya bottling unit Sagar 
FL-9 

Mis Mensons Alcohol FL-9A 
Khargone 

¥fs S.G. Distillery Jabalpur FL-9 

Mis Alkobme Distillery FL-9 

TOTAL 

was lying undisposed in the foreign liquor 1------l 

warehouses at Rewa, Sagar, Jabalpur and 15.58 
Ujjain distriCts due to expiry of the ,__ ___ ___, 
licenses/lables of the units. 8.13 

5:77 

4.51 

. 3.90 

2.50 

251.53 

After we pointed out the cases, fiye AECs/DEOs12 stated (b~tween January 
and December 2009) that the proposal for disposal of foreign liquor had been 

12 Chhatarpur, Indore, Jabalpur, Raisen and Ujjain. 

44 



ii 
' 

I Chapter- III : State Excise 

I . I . . 
sent to the EC for furthrr orders. AEC, Rewa and DEO, Chhatarpur stated 
(March and May 2009) that the proposal for disposal of foreign liquor would 
be sent to EC. Officer m . charge of the foreign liquor warehouse at Sagar 
stated (October 2009) th~t letters had been issued to the concerned distiUers 
for disposal of foreignl . li.quor. Further reports have not been received 
(December 2010). I 
We reported the matter to the EC. and the Government between August and 
December 2009, theirre~ly has not been received (December 2010). · 

. f3!l«t::~~ff~1~~~91r~~a~. · .:.~~J!;m\Pi,i~P:~lfce·q.t~ftti~i~\\Dir~i~~~z~:r 
TwoDEOs ·.1 

,.,..__,~=,,..,.......,., 

We observed in two 
distilleries13 i.n Dhar and 
Khargone districts in May 
and June 2009; that the 
distillers did not maintain the 
prescribed minimum stock of 
spirit on 179 occasions 
between June 2008 and May 
2009. The DEOs, however, 
failed to take up the matter 
with the EC for levy of 
penalty of ~ 1.15 crore on 
14.61 lakh PL spirit up to 
2 Ocfober 2008 and thereafter 
on 41.80 lakh BL of 
spirit found short of the 
minimum prescribed stock. 

1 This resulted in non-
1 

imposition·ofpenalty of~ 1.15 crore. 

After we pointed out thle cases, the DEO, Mis Oasis Distillery Ltd. stated 
(June 2009) that proposal for imposing penalty on the distiller had been sent to 
the EC. The DEO, Kharkone stated (May 2009) that non-maintenance of the 
minimum stock of spirit ldi.d not effect supply of country liquor. The reply is 
not acceptable as the DEO failed to report the matter to the EC for deciding 
the leviability of penalty bn the distiller. 

. I 
We reported the matter to the EC and the Government between August 2009 
and March 2010, their re.Ply has not been received (December 2010). 

I 

i 
Mis Oasis Distilleries, Borali, Dhar, Mis Associated Alcohol and Brewery, 
Khodigram, Khargo~e. 

13 

I 
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,<<:, · ~:'-':~"X":.''::y/j&.?f.'~~~,<--,v<.-.:'.. .,.' ,:~~·+w'>~.:,c. . ' . .-

.. rt f~e.fon:::eoppy straw d~~:Jo 
i=;~tes.·.·~'.,~~~~~,;~~~!~~~:·~;n:. : .· >"·: .. ~;z~,;~s,.:~' ,, 

Three DEOs14 and PS 2 licensee15 

We observed between June 
and August 2009 that 
16,90,407 Kgs. of poppy 
straw was transported from 
14 wholesale licensees 16 to 
other licensees between 
April 2007 and July 2009 
on which transport fee of 
~ 84.52 lakh was leviable 
at the rate of ~ five per 
Kg. However, the excise 
authorities charged 
transport fee of~ 38,725 at 
the rate of ~ 25 per permit 

upto 31 March 2008 and there after ~ 100 per permit incorrectly. This resulted 
in short levy of transport fee of~ 84.13 lakh. 

After we pointed out the cases; the DEO, Mandsaur and Neemuch stated 
(July and August 2009) that the poppy straw was transported from one 
godown to another godown by the same licensee. The DEO, Shajapur 
(June 2009) stated that the transporter/consignor and the consignee was the 
same person and it was not transported from one licensee to another. 
Therefore, the rate applied was correct. Fact, however, remains that the 
transfer of poppy straw was not between two godowns owned by the same 
PS2 licensee. Rather, it was between the godowns covered under sepadte PS2 
licences and situated at distant places, as was evident from the record. 

We reported the matter to the EC and the Government between August 2009 
and March 2010; their reply has not been received (December 2010). 

14 

15 

16 

Mandsaur, Neemuch and Shajapur. 
Wholesale licensee of poppy straw. 
Mandsaur district: Garoth, Kalakheda and Sitamau. 
Neemuch district: Barodiyakala, Chaldu, Denthal, Jeeran, Kanhakheda, Kankariya 

·. talai and Neemuch, Shajapur district: Agar, Maxi, Shajapur and Soyat. 
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Three distilleries 17 and ode warehouse18 

r . 

We observed between December 
2008 and December 2009 that the 
excise authorities in the course of 
physical verification of stock held 
by the licensees between May 
2007 and .November 2008, 
noticed shortage of 9,06Ll PL 
spirit and 8,935.49 PL foreign 

1 
liquor. However, these authorities 

failed to take any actidn to levy duty/minimum penalty of ~ 37.20 lakh 
recoverable from the Hdensees for the shortages in stocks of spirit/foreign 
liquor. j · 

After we pointed out the ,cases, the DEOs, Guna and Ratlam stated (December 
2008 and December 2909) that the cases had been referred to· higher 
authorities for further orders whereas ABC, Ujjain and DEO, Satna stated 
(January and March 2009) that the action for recovery was being taken. 
Further report has not betn received (December 2010). 

We reported the matter to the EC and the Government between February 2009 
and March 2010; their rePiies have not been received (December 2010). 

I . 

c~· ·111r w··. • .. : . ···¥?' . ... . ..+· ·.'·}"ti.". r.·.·. e. '.i~li?'ori-.'.' ... u .... '.l ... e .. s. 'z..·.;r,r.~;.: $.~J3$JNOll-~~o&e> ;Q~; . . lliiiB 

We observed between 
December 2008 and January 
2010 that penalty of ~ 16.38 
lakh was imposed by the 
Collector in 2697 cases of 
breach of rules or · conditions 
of licence on different licensees 

~~~ . . . . .. . . \\tr: ·· ·l?i;, . · . dunng the penod 2006-07 to 
· tL>. I · · · 2009-10. Instead of effecting 

recoveries of this amount of penalty from the security amount deposited by the 
licensees, the departme~t refunded. security amount deposited by them 
for the years 2006-071 to 2008-09. even after expiry of their licences. 
This resulted in non-realisation of revenue of~ 16.38 lakh. 

After we pointed out theJ cases, the AEC, Gwalior stated (January 2010) that 
the entire amount of f 4.08 lakh had been recovered in 648 cases. 
The ABC, Indore stated (February 2010) that~ 1.52 lakh had been recovered 
in 215 cases and adion for recovery in the remaining cases was in progress. 

I . . 
~~~~~~~~~-+-~ 

Ws Guna Distillery,[ Guna, Ws Ratlam Alcohol and Carbondioxide Plant, Ratlam 
and Ws Glasgo Distillery, Satna. 

17 

18 Mahidpur District UjJain. 
Bhind, Gwalior, Indote, Jabalpur, Narsinghpur, Shahdol, Shivpuri and Ujjain. 

I . 

19 

I 47 
i 

i 



I 
. ' 

Audit Report (Revenue Receipts)for the year ended 31 March, 2010 

The remaining AECs/DEOs stated between December 2008 and January 2010 
that action for recovery was in progress. Fact, however, remains that the 
recoveries made. are subsequent to om intervention and can not cover up 
the irregular release of security without recovering Government dues. 
Further report has not been received (December 2010). 

The matter was reported to the EC and Government between February 2009 
and March 2010; their replies have not been received (December 2010) . 

DEO, Khargone 

We observed in May and 
June 2009 that the expenditure 
incurred · on the Government 
establishment in two distilleries20 

was ~ 15.03 lakh whereas 
revenue earned by the 
Government was ~ 51. 7 6 lakh 
during April 2008 to 
March 2009. Thus, an amount 
of ~12.45 lakh was incurred in 
excess of five per cent of 

the revenue earned which wasr required to be realised from the distillers. 
But the department did. not take any action to recover the same. This resulted 
·in non-realisation ofrevenue of~ 12.45 lakh. 

After we pointed out the cases, DEO, Khargone accepted (June 2009) this 
lapse for non-recovery of the amount. Further reply has not been received 
(December 2010). 

We reported the matter to the EC and Government in August 2009 and 
March 2010, theirrephes have not been received (December 2010). 

20 MIS Associated Alcohol and Brewery K.hodigram, K.hargone, 
MIS Agarwal Distillery, Sabalpur, K.hargone. 
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We observed between October 
2008 and October 2009 that 
licence fee of ~ 4.34 crore 
of 19 . country liquor shops 
was adjusted to foreign 
liquor shops during 2007-08 to 
2009-10. As a result of the 
. adjustment, the annual value 
of foreign liquor shops (FL-1} 
was required to be revised 
from~ 22.48 crore to ~ 26.82 
crore for determining licence 
fee in respect of Ahata 
licences' at the rate of two per 
cent of such revised annual 

1 value of shops. However, it 
was noticed that as agauist the leviable revised licence fee of~ 55.63 lakh, the 
excise authorities levied[~ 44.40 lakh on the bas:i.s of pre-revised annual value 
of shops. This resulted in. short levy/realisation oflicence fee of~ 9.23 lakh. 

I 
After we pointed out tlle cases, the AEC, Sagar stated (October 2009) that 
objected amount of~ 1!02 lakh had been recovered at the instance of aud:i.t 
However, details of r~covery were. not furnished. DEO, Balaghat stated 
(April 2010) that obj9cted amount of ~ 58,890 had been recovered in 
April 2010. AEC, Jabalpur and DEO, Katni stated between January and 
October 2009 that twp per cent. of annual value of shop was levied 
and recovered. The reply is not acceptable because the licence fee was not 
levied on the bas:i.s of rbcalculated annual value of shops. DEO, Harda stated· 
in October 2008 that ~ction for recovery would ·be. taken after scrutiny.· 
Further progress has not! been received (December 2010). . 

I . . 
We reported the matter to the EC and the Government between February 2009 
and March 2010; their rbplies have not been received (December 2010). 

21 

22' 

23 

Jabalpur and Sagar.] 
Balaghat, Harda and Katni. 
AHATA LICENCE: I The licence, which may be granted to an FL-I or FL-IA licensee 

.. only, shall permit !consumption of foreign liquor within any premises or AHATA 
which shall be adjuhct to the premises ofFL-1 or FL-IA licensee. 

I 
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CHAPTER-IV 
TAXES ON VEHICLES 

I 4.1 Tax administration 

The Transport Department functions under the overall charge of Principal 
Secretary (Transport). The levy and collection of tax/fee/penalty on vehicles 
is administered and monitored by the Transport Commissioner (TC). 
He is assisted by three Deputy Transport Commissioners (DTC) and internal 
audit wing at headquarters level and ten regional transport offices (RTOs), 
10 additional regional transport offices (AR TOs ), 25 district transport offices 
(DTOs) at the field level. 

I 4.2 Trend of receipts 

Actual receipts from taxes on vehicles during the last five years 2005-06 to 
2009-10 along with the total tax receipts during the same period is exhibited in 
the fo llowing table and graph. 

~in crore) 

Year Budget Actual Variation Percentage Total tax Percentage 
estimates receipts Excess(+)/ of receipts of actual 

shortfall(-) variation of the tax 
State receipts 

vis-a-vis 
total tax 
receipts 

2005-06 570.00 556.02 (-) 13.98 (-) 2.45 9,114.70 6.10 

2006-07 675.00 634.30 (-) 40.70 (-)6.02 10,473.13 6.06 

2007-08 775.00 702.62 (-) 72.38 (-) 9.34 12,017.64 5.85 

2008-09 800.00 772.56 (-) 27.44 (-) 3.43 13,613.50 5.68 

2009-10 900.00 919.01 (+) 19.01 (+) 2. 11 17,272.77 5.32 

It may be seen that though there was an increasing trend in receipts over the 
period but the department failed to achieve the budget targets substantially 
except in 2009-10. 
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1~~~3 .. •.;;; .• CQsf{-Ol ~o1i~ctiolf~~ I 
· The gross collection in respect of taxes on vehicles, expenditure incurred on 
collection as furnished by the concerned department and the percentage of 
expenditure to· gross collection during the years 2007-08, 2008-09 and 
2009-10 along with the relevant all India average percentage of expenditure on 
collection to gross collection for2008-09 are mentioned below: 

1. Taxes on 
vehicles 

2007-08 

2008-09 

2009-10 

IL4~4. ; .. ;:,:Iiliv~~t;or:an'dit ~:~tr.{I 

702.62 

772.56 

919.01 

t~t~~~~~~f'.t~t ·'£~et~~J~~f e' ~~~~lt\~'f ·; 
. c()µ~t;tj,o!},;.o( ·'.~:g>eli<!~tul'~. '.}>~rc~J•t;ige,. 
~"·.,3r.§ ·· "' e\':~ ;~:~t~ns~.lf.4.~ .::'1•• ·· . ::r~R:;tfieF: 
· 1•.'\ ; \ ··'collei!tj()n··. · ·.year ::· ... 

;;~:5,.;::> •.. ··• .:·• i•. 

1
·"· .. .•2008~Q9,h'. 

7.60 

5.88 

12.63 

1.08 

0.76 

1.38 

2.93. 

·During the last five. years, audit had pointed out non/short levy, non/short 
realisation, incorrect exemption, application of incorrect rate of tax, incorrect 

· computation etc., with revenue implication of~ 200.78 crore in 39,336 cases. 
Of these, the department/Government had accepted audit observations in 
22,2U cases involving ~ 144.27 crore and had since recovered ~ 1.92 crore. 
The details are shown in the following table: 

2004-05 18 2~100 68.79 2,099 46.40 07 0.28 

2005-06 28 . 22,211 40.88 6,198 9.55 184 0.92 

2006-07 18 1,938 20.05 1,938 20.05 

2007-08 19 7,125 49.18 7,125 49.18 42 0.08 

2008-09 28 5,962 21.88 4,851 19,09 311 0.64 

Total 111 39,336 200.78 22,211 144.27 544 1.92 

The percentage of recovery as compared to·. the accepted cases has been 
abysmal over the last five years. We have brought this glaring issue to 
the notice of the head of the department as well as the Finance Secretary of the 
Government for remedial action. 
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Internal audit wing (IA W) has been established in the department with the 
objective of conducting !internal audit of all subordinate offices and issuing 
instructions for taking :proper corrective action on irregularities detected. 
during such examination! and checking the repetition thereof. During the year 

. I 

2009-10, internal audit of 45 districts was planned against which internal audit 
was conducted only ~n 35 districts. Particulars of major comments/ 
observations of the IA Wj and corrective action taken by the department have 
not been received (Decerhber2010). 

I . 
I 

14.<i:l:t\; .~:· .. ·lifidil' 
Test check of the record~ of 27 units in 2009-10 relating to taxes on vehicles 
during the ·year revealJd underassessment of tax and other irregularities 
involving ~ 18.44 crote in· 5,534 cases which fall under the following 
categories. 

~ iil!ll ICJrOJre) 

I 

1. Non/short levy o~vehicle tax, penalty and 1,575 9.03 
composition fee dn public service vehicles. 

I 
I 

2. Non/short levy o:fvehicle tax and penalty on 2,237 5.79 
· goods vehicles.' I 

3. Other irregulariti~s. 1,722 3.62 

! Total 5,534 ].8.44 

During the course of th~ year, the department accepted underassessment and 
other deficiencies of ~ ~ .19 crore in 2,209 cases, which were poirited out in 
audit during. the year 20

1

09-10 and realised~ 94.92 lakh in 515 cases during 
the year 2009-10. 

~. few illustr~tive ~uditl observ~tions .involving ~. 11.49 crore highlighting 
nnportant audit findmgs r mentronedm the followmg paragraphs. 

I 

I 
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·14l~i7JtetiN~fi~1rea1n~fffiJJ'n, '()t~~m1I~:'t~x ~·ifllllmliiilii{ijijly~bi~t~~.· · 1::i,ii~ I 
Twenty six District/Regional Transpmi offices 

We observed between May 2009 and 
January 2010 that vehicle tax 
amounting to~ 9.65 crore in respect 
of 3,893 vehicles for the period 
between April 2005 and March 2009 
was not paid by the vehicle owners: 
Besides, no action was taken by the 
Taxation Authorities (TAs) to detect 

""-"=====-----'--~;-i';~'""",:.-' .. :·'----'---=-- such vehicles and recover the tax 
according to provisions of Adhiniyam and the Rules made thereunder. 
A penalty of~ 5.28 crore though leviable was not levied. This resulted in 
non-realisation of Government revenue of~ 14.93 crore as mentioned below: 

1 

2 

3 

4 

2 

4 

~in crore) 

261 Goods vehicles 4105 to 3/09 3.66 1.96 5.62 
2,144 

262 Public service vehicles 4105 to 3/09 3.37 1.89 5.26 
keQt as reserve 
983 

253 Public service vehicles 5/05 to 3/09 2.03 1.05 3.08 
plying on regular stage 
carriage 2ermits 
383 

184 Maxi cab 4/05 to 3/09 0.59 0.38 0.97 
383 

Total 3,893 9.65 5.28 141.93 

Regional Transport Officer (RTO)- Bhopal, Gwalior, Hoshangabad, Indore, Jabalpur, 
Morena, Rewa, Sagar and Ujjain, 
Additional Regional Transport Officer (ARTO)- Chhindwara, Dhar, Guna, Khandwa, 
Khargone, Mandsaur, Satna, Seoni and Shahdol, · 
District Transport Officer (DTO)- Bar\vani, Bhind, Mandla, Narsinghpur, Rajgarh, 
Sehore, Shajapur and Vidisha. 
RTO- Bhopal, Gwalior, Hoshangabad, Indore, Jabalpur, Morena, Rewa, Sagar and 
Ujjain, 
ARTO- Chhindwara, Dhar, Guna, Khandwa, Khargone, Mandsaur, Satna, Seoni and 
Shahdol, 
DTO- Barwani, Bhind, Mandia, Narsinghpur, Rajgarh, Sehore, Shajapur and Vidisha. 
RTO- Bhopal, Gwalior, Hoshangabad, Indore, Jabalpur, Morena, Rewa, Sagar and 
Ujjain, 
ARTO- Chhindwara, Dhar, Guna, Khandwa, Khargone, Mandsaur, Satna, Seoni and 
Shahdol, 
DTO- Barwani, Bhind, Mandia, Narsinghpur, Rajgarh, Shajapur and Vidisha. 
RTO- Bhopal, Gwalior, Hoshangabad, Indore and Ujjain, ARTO Chhindwara, 
Dhar, Guna, Khandwa, Khargone, Mandsaur, Satna and Seoni and DTO Barwani, 
Bhind, Maridla, Rajgarh and Shajapur. · 
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After this was pointed Lt, seven TAs5 stated (between November 2009 and 
August 2010) that an a~ount of~ 90.01 lakh had been recovered in 460 cases 
and demand notices had been issued in remaining cases. In other cases the 

. I 

remaining TAs. stated that action would be taken/recovery would be made/ 
demand notices had beeb issued against/to the defaulting vehicle owners. 

The matter was r_epoJed to the Transport Commissioner (TC) and the 
Government between J~ne 2009 and March 2010; their reply has not been 
received (December 201:0). · . . · . 

~,~=~.~~Mr=·o')~=-""""'~(,~K~,~-,-.-L~-··-.. -... -.-.~ 

·.n:1e~or1Pen3!1~•'> · · -~-i!¥f:;.c /':'.:;"''.'' Zo¥~10° 
RTO, Bhopal 

We observed (December 2009) that 
temporary permits were granted by 
the TA to owners of 65 private service 
vehicles to carry the staff of factories 
during the period between April 2008 
and March 2009. ·The TA, however, 
allowed levy of tax thereon at a lower 

I rate specified for vehicles of city 
services. This resulted ~n short-levy of tax of~ 54.26 lakh and non-levy of 
penalty of~ 33.32 lakh.· 

After this was pointed out, the TA stated (December 2009) that recovery 
would be made after scrµtiny of the cases. 

I 
I . 

The matter was reported to the TC and the Government in J anuar)r and. 
March 2010;,their reply/has not been received (Dec~mber 2010). 

r ~'7Y1-0f~ · e 

Fifteen District/Region~l Transport offices6 

We observed between l\t1arph 2009 
and January 2010 that vehicle tax in . 
respect of 201 motor vehicles for 
the period between April 2006 and 
March 2009 was paid ·short by the 
vehide . owners either due to 
application of incorreCt rate of tax 

<!!$< or deposit of tax at lower rates. 
Failure of the TAs to ~etect the application of incorrect rate of tax resulted 
in short realisation of vehicle tax of ~ 40.80 lakh. Besides, a penalty 
of~ 21.76 lakh was alsb leviable on unpaid amount of tax, but was not levied. 

I . . . 

6 

I 

RTO- Rewa, SagarJ Ujjain, ARTO Chhindwara, Khargone, Khandwa and Mandsaur. 
RTO- Bhopal, Gw~lior, Hoshangabad, Indore, Jabalpur; Morena and Ujjain, 

I . 
ARTO- Dhar, Kha1>gone, Mandsaur, Satna and Seoni and 
DTO- Mandla, Sehbre and Vidisha. · 

I . 
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After this was pointed out, the T As, Ujjain and Khargone stated (between May 
and August 20 J 0) that an amount of~ 2.30 lakh had been recovered in seven 
cases. Other T As stated that action would be taken/recovery would be 
made/demand notice had been issued against/to the defaulting veh icle owners. 

The matter was reported to the TC and the Government between Apri l 2009 
and February 2010; their reply has not been received (December 2010). 

4.10 Levy of vehicle tax at incorrect rate and non-levy of penalty 
on contract carriage permits 

RTO,Rewa 

Tax on contract carriages is 
leviable at the rate of ~ 500 per 
seat per month. In case of non­
payment of tax, the vehicle owner 
shall be liable for penalty. 

We observed in May 2009 that 
70 temporary contract carriage 
permits were issued to 22 public 
service vehicles owned by 
13 operators during the periods 
between April 2008 and 
March 2009. The tax was deposited 

by the operators at the rates applicable to private/ educational institution buses 
instead of the rates applicable to contract carriages. This resulted in short-levy 
of tax of~ 38.43 lakh and non-levy of penalty of~ 10.38 lakb. 

After this was pointed out, the TA stated (May 2009) that action would be 
taken after scrutiny of the cases. 

The matter was reported to the TC and the Government in July 2009 and 
March 20 IO; their reply has not been received (December 20 l 0). 

14.11 Failure to levy penalty on belated payment of vehicle tax 

Fourteen District/Regional Transport offices 7 

If tax in respect of any motor 
vehicle is not paid on due date, 
the owner shall , in addition to the 
payment of tax due, be liable to 
pay penalty at the rate of four per 
cent per month. 

We observed between June 2009 and 
January 2010 that vehicle tax in 
respect of 437 motor vehicles for the 
period between January 2006 and 
March 2009 was paid by the owners 
after delay ranging from 01 to 39 
months. However, penalty was 
neither paid by the owners alongwith 

tax, nor was it demanded 
penalty of~ 25.24 lakh. 

by the T As. This resulted in non-realisation of 

After this was pointed out, the TA, Khargone stated (November 2009) that an 
amount of~ 1.68 lakh had been recovered in 35 cases and demand notices had 
been issued in the remaining cases. In other cases it was stated that action 
would be taken/recovery wou ld be made/demand notices had been issued 
against/ to the defaulting vehicle owners. 

RTO- Bhopal, Gwalior, Jabalpur and Morena, 
ARTO- Chhindwara, Dhar, Khargone, Mandsaur and Satna and 
DTO- Mandia, Narsinghpur, Rajgarh, Sehore and Shajapur. 
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We observed between November and 
December 2009 that vehicle tax in 

-respect of· 23 private service vehicles 
for the period between April 2008 and 

. . . .>·: March 2009 was neither paid by the 
/.1shed ;~y;:;~~~- · vehicle owners, nor was it demanded 
n~ ac.c.~pt~~£~; by the TAs. This resulted in non-
·"+"'>w····•> ./f\!!if>·' < :. :. 'dU.\c l" • f f "!!' 12 19 1 kh . ·~"'' ··•·· ·· •· ·· ·•·•"·· ::.. · ·. >tc"•····-· rea 1sation o tax o " . Aa . 

Besides, a penalty of~ 7l24 lakh was also leviable. · 

After this was pointed oit, the T As stated that action would be taken/recovery 
would be made after scqtiny of cases. · 

The matter was reported to the TC and the Government between December 
2009 and January 2010)heir reply has not been received (December 2010). 

I 

!~~·~!~:~\1~1~s1r~1~~19i\~~~l:i~~:11c~!:~~~;:r ~·~;~se!!,~~~f~, 
. I 

Four District/Regional Transport offices8 

. I 

==---.,,==~ We noticed between September 2007 
and December 2009 that vehicle 
tax in respect of 189 vehicles plying 
on city routes/ educational institution 
buses for the period between 
April . 2005 and March 2009 
was neither paid by the owners, 

·•. :c<~.· nor was it demanded by the TAs. 
=.:.__._=.:."""""="-""'./~k,"""~'""'';p<"""l""'s)_... This resulted in non-realisation of 

vehicle tax of~ 7.09 lakh and penalty of~ 4.16 lakh. 

After this was pointed but, the TA, Khandwa stated {January 2009) that an I . . 

amount of~ 34,262 hacl been recovered in six cases, whereas TA, Gwalior 
I . 

stated (September 200'P that show cause notices had been issued to the 
defaulting vehicle owners. In other cases the T As stated that demand notices 
were being issued/acti6n would be taken/recovery would be made after 

· scrutiny of the cases. j · 

I 
The matter was reported! to the TC and the Government between October 2007 
and March 2010; their r~ply has not been received (December 2010). 

I . . 
RTOs, Bhopal, Gwalior, Jabalpur and ARTO Khandwa. 

I . 
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Three District/Regional Transport Offices9 

We observed between July and 
November 2009 that. seven operators 
did not pay vehicle tax in respect 
of eight public service vehicles plying 
on all illdia tourist permits for the 
period between October 2007 and 
March 2009, nor was it demanded by 

the TAs. This resulted in non-realisation of tax of~ 5.61 lakh. Besides, a 
penalty of~ 2.52 lakh was also leviable. 

After this was pointed out, the TA, Gwalior stated (November 2009) that 
recovery would be made after scrutiny of the cases whereas the T As, J abalpur 
and Narsinghpur stated (July and August 2009) that action would be taken 
after scrutiny of the cases. 

The matter was reported to the TC and the Government between August 2009 
and December 2009; their reply is awaited (December 2010). 

9 RTO- Gwalior and Jabalpur and DTO- Narsinghpur. 
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I 
Test check of the records of 92 units relating to land revenue revealed loss of 

. I 

revenue and other irregularities involving~ 314.60 crore in one case which . 
. fall underthe.following 6ategories: · . 

. I . ~in crnre) 

1. "L~nd RevenuJ receipts in Madhya 
Prad.esh" (A Re~ew). 

I 

Totan 
I 

! 

1 314.60 

314L60 

A review of "Land Rejvenue receipts in Madhya Pradesh 11 with financial 
impact of~ 314.6.0 crore' is mentioned in the following paragraphs. 

I 

·' 
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J s.2 Land revenue receipts in Madhya Pradesh 

I Highlight~ 
Absence of cross verification between Tahsil and Collectorate records in 
diversion cases, resulted in non-raising/short raising of demand and 
consequential non-realisation of revenue of~ 82 crore. 

(Paragraph 5.2.7) 

Non-realisation of revenue of~ 66.09 crore due to absence of time limit for 
instituting RRCs after demands have been established. 

(Paragraph 5.2.8) 

Non-realisation of lease rent of~ 1.51 crore due to lack of provision of time 
limit for execution of lease deed after allotment of nazul land. 

(Paragraph 5.2.9) 

Non realisation of revenue of~ 6.63 crore due to non-recovery of provisional 
premium and ground rent and non-finalisation of the cases of allotment 
of land. 

(Paragraph 5.2.10) 

Non-existence of monitoring mechanism for execution of sanctions resulted in 
loss of ground rent of~ 6.89 lakh. 

(Paragraph 5.2.11) 

Absence of any monitoring mechanism at Collectorate level resulted in 
non-realisation of process expense of~ 5.03 crore. 

(Paragraph 5.2.13) 

There was loss of revenue of~ 59 .13 crore due to allotment of land at throw 
away prices in contravention of Revenue Code guidelines. 

(Paragraph 5.2.16) 

Non-raising of demand of installment of premium resulted in non-realisation 
of ~ 132.50 crore. 

(Paragraph 5.2.17) 

Non-levy of interest resulted in non-realisation of~ 2.70 crore. 

(Paragraph 5.2.18) 

Land diverted for commercial purposes was treated as residential resulting in 
short realisation of rent/premium of~ 1.38 crore. 

(Paragraph 5.2.20) 

The exchequer was deprived of revenue of ~ 28.09 crore due to non­
levy/deposit of service charge and interest. 

(Paragraph 5.2.26) 

J s.2.1 Introduction 

Land revenue includes all money payable to the Government for land, 
notwithstanding that such moneys may be described as premium, rent and 
lease money. Where the land assessed for use of one purpose is diverted for 
any other purpose, the land revenue payable on such land is liable to 
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I 
be charged and assessed ~n accordance with the purpose to which it has been 
diverted. Diversion rent\ and premium is assessed by the Sub Divisional 
Officers (SDO) in such c~ses. Ground rent, premium and interest is levied on 
Government land allotted on lease. Moreover, Panchayat Upkar is also levied 
on land revenue in respbct of land situated in Panchayat areas. Levy and 

. . I . 

collection of land revenu;e, Upkar, fine, penalty, process fee and interest are 
regulated under Madhy~ Pradesh Land Revenue Code (MPLRC), 1959, 
Panchayat Raj Adhiniya/n (PRA), 1993, Madhya Pradesh Lokdhan (Shodhya 
Rashiyon ki Vasuli~ Ad~ini)lam (MPLA), 1?87 ~nd rules 1:1ade. thereu~der, 
Revenue Book Cffcular (RBC) and not1ficabons/executive mstructlbns. 
Land revenue receipts are\ deposited under Major Head (MH) 0029. 

We. decided to review the system of assessment, levy and collection of land 
revenue receipts in the I state which revealed a number of system and 
compliance deficiencies. [ . . 

I ,,, .,, ' .. <%!(. ·-w, ,. >··, .. . '!(<' '"'''' ''·"·"'· l 
!:'5~~~t':,~rgaJtl!~atio~~11·s~tUir ,·,~:;z · ': 

' 
The Revenue Departmept is headed by the Principal Secretary at the 
Government levet He is assisted by the Commissioner, Settlement and 

I 

. Land Record (CSLR). Gommissioners of divisions exercise administrative 
and fiscal control over flie districts included in the division. ill each district, 
Co Hectors administer the \activities of the department. It is entrusted upon the 
Collector of a District I to place . one or more Assistant Co Hector or 
Joint Collector or Deput~ CoHector in charge of a sub-division of a district. 
The officers so pfaced :i.n-bharge of a sub-division are caHed SDOs. They have 
to exercise such pow~rs of the CoHector as are directed by the 

I 
State Government by notification. Superintendent/ Assistant Superintendent, 

I 

Land Record (SLR/ ASL~) are posted in the Collectorate for maintenance of 
revenue records and settlement. Tahsddars/ Additional Tahsildars are deployed 
in the TahsHs as represJntative of the revenue department. There are ten 
revenue divisions, each h~aded by a Commissioner, 50 districts, each headed 
by a Collector and 318 Tahsils in the State. 

I 

The. records of the years from 2005-06 to 2009-10 of 11 1 out of 
50 CoHectorates and 782 but of 318 Tahsil offices were test checked between 

I . 

May 2009 and March 20~0. The selection of units was done through simple 
random sampling without !replacement method. 

I . 

~l:S-t~-~4-:~~;~\-,GCl_J_ffi-"'~je-,,~-1tli-,te-.•~,,__;rv~:d 

We conducted the review ~ith a view to: 

2 

assess the efficienby and effectiveness . of the system for assessment, 
levy and collectiob. of land revenue, premium, ground rent, diversion 
rent, penalty and els; and 

i 
Bhopal, Dhar, Gwalior, Hoshangabad, Indore, Ja,balpur, Khargone, Mandsaur, 
Ratlam, Sagar and Ujj~in. 
Details given at annexke- A. 

. I 
I 
I 
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e assess whether an adequate intemar control mechanism existed to 
. . ; ··. . ensure proper and timely n~alisation of revenue. 

!SJ~tiJ5)~4,!~ ... 
We acknowledge th~· 60-operati~m 6f the Revenue Department and its field 

· offices for providing information to audit. An entry conference to discuss the 
objectives, scope and methodology of• audit was held with the Additional 
Secretary of the department in_ lVlai-ch 2010. The exit conference was' held in 

. November 2010 in which the Priri.cipalSecretary, Secretary and two additional 
Secretaries of Land Revenue Deparlment partfoipated. · 

~ . . . ' . . ' 

The Budget Manual provides that the estimates should take into account only 
such receipts as the estimating officer expects to be' actually realised or made 

· · during the budget year .. The Budget Manual dearly states that if the. test of 
accuracy is to be satisfied, not merely should aff items that could have heen 
foreseen be provided for, but also. only so much, and no more should be 
providedfor as is necessary. · 

The trend of revenue for the last five years ending 31 _March 2010 is as below: 

We observed that while preparing the budget estimates, the department did not 
account for the actual receipts during the • previous year. Reasons for . 
sharp increase· in actual receipts in 2008-09 · were not furnished despite 
requests in J anuacy, April, and May 2010 followed by demi official reminder 
in June 2010. · · 

9,114.70 77.16 0.85 

2006-07 10,473.13 132.2.1 l.26 

2007-08 12,017.64 .. ' 129.15 1.07 

. 2008-09 13,613:50 338.84 2.49 

2009-10 17,272.77 180.03 1.04 

Totan 62,4191~ 741 857.39 
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The percentage contribution of the receipts under Land Revenue to the total 
tax receipts in the state registered a sharp increase during 2008-09. 
The reasons for increase were not furnished by the department despite requests 
in January, April and May 2010 followed by demi official reminder in 
June 2010. 

Minor head wise analysis of receipts under MH 0029 during 
five years 

Minor head 101 comprises land revenue/ tax while Minor head 800 
(other receipts) includes premium and rent from Nazul land, premium from 
diverted land and penalty. These two minor heads constituted an average of 
95.63 per cent of the total receipts under MH 0029 during the last five years. 

~in crore) 

Year Minor bead-101 Minor bead- 800 TotaJ Percentage 

Revised ActuaJ Revised Actual 
Minor of total of 

Head 101 these 
Estimates Receipts Estimates Receipts &800 minor 

Actual Head 
Receipts receipts to 

land 
revenue 
receipts 

2005-06 22.02 44.29 57. 16 25.75 70.04 90.77 

2006-07 32.02 89.66 84.28 39.56 129.22 97.74 

2007--08 33.02 80.26 89.43 42.67 122.93 95.18 

2008--09 38.41 297.43 109.60 34.28 331.71 97.90 

2009-10 39.91 128.04 l l l.90 37.99 166.03 92.22 

Total 165.38 639.68 452.37 180.25 819.93 95.63 

300 

250 

200 

i:: 
~ 150 ·-----------
.:! 

"' 100 

50 

0 
2005--06 2006--07 2007--08 2008--09 2009-10 

IC 101 (RE) • 101 (AR) D 800 (Other Receipts) (RE) • 800 (AR) I 
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During preparation of the budget estimates, the aim is to achieve as close an 
approximation to the probable actual, as possible. We observed that the actual 
receipts under minor head 10 l was more than l 00 per cent of the budget 
estimates in all the five years under review while we noticed a reverse trend 
under minor head 800. The department needs to review the process of framing 
budget estimates to make it more realistic. 

Actual receipts under minor head-800 (Other receipts) during the last five 
years is only 39.85 per cent of the revised estimates which is indicative of 
deficiencies in assessment/ realisation of premium and rent from Nazu/ land, 
premium from diverted land and penalty which are discussed in the 
succeeding paragraphs. 

I Audit findings 

I System deficiencies 

I s.2. 7 Non-realisation of revenue in diversion cases 

As per Section 58 and 59 of MPLRC and 
Para 14 of RBC, when land is diverted 
for use of any other purpose, the revenue 
officer would prepare land holder wise 
khatauni in form B-1 containing therein 
the details of the diversion cases assessed 
during the year and send it to the 
Tahsildar for updating his records and 
recovery of diversion rent and premium. 
We observed that there was no 
provision in the MPLRC or RBC to 
cross verify the records of Tahsil and 
the Collectorate to ascertain proper 
and timely recovery of diversion rent 
and premium. In the absence of any 
reconciliation statement containing the 
number of diversion cases received from 
the SDO and the action taken for 
recovery in these cases by the Tahsildar, 
the Collector is in no position to ascertain 
instances of loss of revenue due to non­
raising/short ra1smg of demand m 
diversion cases. 

We noticed m four 
Collectorates3 and 14 
Tahsils4/SDO offices that 
2,342 cases of diversion 
were decided by the SDOs 
between October 2004 to 
October 2009 which 
involved recovery of 
diversion rent, premium, 
Panchayat Upkar and fine 
of ~ 81.84 crore. Out of 
these, statement in form 
B-1 was not prepared in 
respect of 73 cases for 
onward transm1ss1on to 
Tahsildar for raising the 
demand; in 416 cases, 
B-1 statement was prepared 
between October 2005 and 
October 2009 but not sent 
to the respective Tahsildars 
for recovery while in the 
remammg 1,853 cases, 
though B-1 statements were 
sent between October 2006 
and November 2009 to the 

respective Tahsildars but action for ra1smg the demand was not taken by 
the latter. Besides, in two diversion cases of Ujjain and 10 cases of 

4 
Bhopal, Gwalior, Hoshangabad and Indore. 
Ater (Bhind), Baldeogarh (Tikamgarh), Gwalior, Huzur (Bhopal), ltarsi 
(Hoshangabad), Jabalpur, Jawad (Neemuch), K.hargone, Mandsaur, Neemuch, 
Ratlam, Sardarpur (Dhar), Singrauli and Shajapur. 
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Hoshangabad, demand ~oted in Bel was. short by ~". eight lakh while in 
143 ·cases of Khargone, tlemand of~ 10;90 lakh as agamst ~ 19.52 lakh was 
raised. Non raising/short raising of demand resulted in non- realisation of 
revenue of~ 82 crore. 

After we pointed out, nine Tahsildars5 stated (between June 2009 and 
March 2010) that demand would be raised. Further, four SLRs (diversion) 
and five Tahsildars6 sthted (between November 2009 and March 2010) 

. I 

that.necessary action would be taken. Further reports have not been received 
(December 2010). I . 

The Government may consider prescrnbiing a mechanism for c®nefatting 
the cases of assessmentjof diversion rent witlb. the records of the mmlltl:llnfiy 
statement of demand and collection sMbmittecll. by t!:he Tahsildar ti:® t!:llne 
Collector. I . · 

5.'.UJ,]. We observed in nine 
CoHectorates 7 (Nazul)8 and 
three Tahsi19 offices (between 
June 2009 and March 2010) 
·that premium, ground rent 
and diversion rent of ~ 51. 79 
crore due for the period 
falling between .2005-06 and 
2009-10 in 4,975 cases was 
not ·paid by the· assessees. 
Recovery proceedings ·for 

. . . .. recovery of dues as arrears of 
. .~.--"'~-'-· ' . · . . I . . · ·· land reve~ue were not 
1mtiated by the respect1v~ assessmg officers even after considerable efflux of 
time. Besides, in 13 Tahsil 10 offices, as per village wise demand and collection 

I 
register and monthly statements, outstanding arrear on account of land 

I . 

revenue, Upkar and Shala kar was~ 13.04 crore. We noticed that in these 
cases even details of defkulters were not available arid in the absence of the 
same, the Tahsildars ~e~e not in a position to initiate recovery proceedings. 
This resulted in non-realisation of revenue of~ 64.83 crore. 

I . . 
. I . . 

· After we pointed out, the Tahsildar (Nazul) Ujjain stated (November 2009) 
that recovery of dues is done in the Tahsil . office. Reply is factually 
incorrect because recovety of dues in respect of Nazul land is to be done 

I 
5 

6 

7 

8 

9 

10 

I 
Ater (Bhind), Baldeogarh (Tikamgarh), !tarsi (Hoshangabad), Jabalpur, Jawad 
(Neemuch),MandsaurJ Sardarpur (Dhar), Singrauli and Shajapur. 
Gwalior, Huzur (Bhopal), Khargone, Neemuch and Ratlam. ' 
Bhopal, Dhar, Gwaliol:-, Hoshangabad, Indore, Mandsaur, Ratlam, Sagar and Ujjain. 
Govemillent land which is used for construction or public utility purpose viz bazar or 

I 

entertainment places. 'fhis land has site value and not agricultural importance. 
Bina (Sagar), Dharampuri (Dhar) and Ujjain. · 
Huzur (Bhopal), Inl:iore, Issagarh (Ashoknagar), Maiher (Satna); Mandsaur, 
Mungawali (Ashokna~ar), Neemuch, Ratlam, Sagar, Sewda (Datia), Singrauli, Siroaj · 
(Vidisha) and Tikamgarh. 

. I 
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by Tahsildar (Nazul). Six Tahsildars 11 stated (between June 2009 and 
March 20 J 0) that action would be taken after obtaining the list of defaulters 
from Patwaris. Remaining revenue officers stated (between June 2009 and 
March 20 I 0) that necessary action would be taken. 

5.2.8.2 We observed in three Collectorates 12 (Nazul), Rajdhani Pariyojana 
(Nazul) Bhopal and 48 Tahsil offices 13 that fine of~ 1.26 crore was imposed 
between October 2005 and September 2009 in 18,636 cases of encroachment. 
However, this was not paid by the defaulters and also not recovered by the 
respective Tahsildars as arrears of land revenue. After we pointed out, 
respective revenue officers stated between May 2009 and March 2010 that 
necessary action would be taken. 

The Government may consider insertion of a time limit in the Act/Rules 
for initiation of recovery proceedings. 

5.2.9 Non-realisation of lease rent, stamp duty and registration fee 
due to absence of time limit for execution of lease deed 

Para 28 of the RBC provides for 
execution and registration of lease deed 
within "reasonable time" after 
allotm"cnt of the Nazul land. Further, a 
lease deed for more than J 2 months is a 
compulsorily registerable document 
under the Registration Act, 1908. 
However, no time limit is prescribed 
in the RBC or MPLRC for execution 
of lease deed and registration 
thereof. 

We noticed in Collectorate 
Bhopal and Gwalior and 
Tahsil Huzur (Bhopal) that 
1271 acres of Nazul land was 
allotted in 51 cases (between 
June 2007 and June 2009) to 
various allottees. However, in 
11 cases lease deeds were not 
executed till the date of 
audit. This led to non­
realisation of lease rent, stamp 
duty and registration fee 
of ~ 1.51 crore. 

After we pointed out, the Nazul officer, Bhopal stated (January 2010) in 
respect of one case that registered copy of the agreement would be obtained 
while in respect of another case he stated that agreement had been registered. 
Nazul officer, Gwalior and Rajdhani Pariyojana, Bhopal and Tahsildar, 
Bhopal stated (between October 2009 and January 2010) that necessary action 
would be taken. 

The Government may consider insertion of a time limit in the MPLRC/ 
RBC for execution of lease deed. 

II 

12 

13 

Huzur (Bhopal), Mandsaur, Mungawali (Ashoknagar), eemuch, Sewda (Datia) and 
Tikamgarh. 
Bhopal, Indore and Jabalpur. 
Details given at annexure- B. 
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I 
We observed in 
Collectorate (Nazul) 
Bhopal and Ratlam that 
advance possession of 
Government land 
measuring 5 .15 acre and 
35.05 acre respectively 
was given to Madhya 
Pradesh Housing Board 
(MPHB) (between 
October 2006 and June 
2007). ill case of 
Bhopal collectorate, the 
provisional premium 

. . I and annual ground rent 
of ~ 4.50 crore and ~ 22.52 lakh respectively was not recovered. ill case of 
Ratlam Collectorate ~ 1o lakh against provisional premium of ~ 1.24 crore 

I . 

was recovered leaving the balance of premium of~ 1.04 crore and annual 
ground rent of ~ 6.181 lakh unrecovered. In both the cases the amount 
payable on account of provisional premium and annual ground rent upto the . I . 
year 2009-10 worked out to ~ 6.63 crore. However, the Collectorates (Nazul) 
did not take any action tb recover the dues nor the cases were submitted to the 

. I 

Government for final allotment even after a lapse of more than three years. 
Thus, the cases have ! been pending for want of final sanction from 
the Government. [ . . . 

After we pointed out, the respective Nazul officers·stated (between November· 
2009 and January 2010) that necessary action would be taken. 

The Govern.mem11!: mmay I col!llsiideir pirescirnbnllllg time llimit for s1ll!bm.iissfon t0f 
cases of advalfll.ce possessfol!11 for fi.nnall aiRotmerrn.1!:. 

. I . . 
,--,-,,~.,--,--=..,,..-.,,~~~-=--.,...,.,,.,,,..~~,,,..,.,...,.=---..,.----,-,--'~,--

~~;. t;: 1 Loss: . . r' due". "t~ '.'.:~non . 

the revenue authorities I after lapse of six months 
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We noticed in Rajdhani 
Pariyojana Bhopal and 
Collecto:a.·ate (Nazul), 
Indore that sanction for 
allotment of 12.68 acres 
of Nazul land in 
two cases were ·issued 
between April and 
September 2008. 
ill these cases the 
demand notice for 
premmm and ground 
rent was issued by 

of the issue of sanction. 
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As a result, these sanctions could not be executed and government was 
deprived of revenue of ~ 6.89 lakh on account of ground rent during 2008-09. 

After we pointed out, the Nazul officer, Rajdhani Pariyojana, Bhopal stated 
(January 2010) that necessary action would be taken, while Nazul officer 
Indore stated (February 20 10) that necessary guidance would be obtained from 
the Government. 

The Government may consider fixing responsibility for failure in timely 
execution of sanctions. 

5.2.12 Loss of revenue due to non-inclusion of soyabean in the list 
of commercial crops 

According to Section 3 of M.P. Vanijya Fasal 
(Bhoomi par kar) Adhiniyam 1966, tax on 
land under commercial crops for each 
agriculture year is leviable at the rates 
specified therein. These rates have not been 
revised nor any new crop added to the list 
since 1970. Madhya Pradesh is the biggest 
producer of soyabean in the country and 
Soyabean is also taxable under the M.P 
Commercial tax Act/VAT Act as oilseeds. 

We observed in seven 
Collectorates 14 and 29 
Tahsil 15 offices (between 
November 2009 to 
March 20 l 0) that 
soyabean was produced 
in 220.94 lak.h acre 
during 2004-05 to 
2008-09. In Dhar, Indore 
and Ratlam Collectorates 
soyabean was produced 
in an area of 63 .95 lak.h 

acres compared to ~ 14.64 lakh acres under the other commercial crops. 
Non inclusion of soyabean in the list of commercial crops resulted in loss of 
revenue of~ 4.42 crore at the minimum rate16 of ~ two per acre. 

After we pointed out, respective Revenue Officers stated (between November 
2009 and March 20 l 0) that action would be taken after receipt of instructions 
from the Government. 

The Government may consider revising the rates of Vanijya Fasal Kar 
and including soyabean in the list of commercial crops. 

14 

IS 

16 

Dhar, Hoshangabad, Indore, Khargone, Mandsaur, Ratlam and Sagar. 
Details given at Annexure- C. 
The rate of~ 2 per acre is leviable on land under commercial crops of cotton and 
ground nut while in respect of crops of opium, sugar cane, tobacco, mcsta and sun 
hemp the rate is ~ 4 per acre. 
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We observed in 67 Tahsil 
offices 17 (between May 
2009 and March 2010) 
that ~ 167.55 crore was 

. · recovered between · April 
2005 and September 2009 
against the RRCs of 
banks · and other 
departments on which 
process expense of~ 5.03 
crore was recoverable. 
However, the details of 
demand and coHection 
of process expense were 
not on record in the Tahsil 
offices. Thus, absence of 
any monitoring 
mechanism in the 

· Collectorates to assess the 
correctness and timeliness 
of collection of process 
expenses resulted in non-

reaHsation of process bxpense of ~ 5,03 crore. In Huzur (Bhopal) and 
Hoshangabad Tahsil offi~ces, we observed that process expense of~ 8.47 lakh 
was recovered· by the Revenue· officer under 84 challans (between July 2007 
and March 2009), but thb details of demand against which recovery made was 
not available in the Tahsil except in five cases of Hoshangabad involving 

I 
recovery of~ 1.21 lakh. j 

After we pointed out, I the office: in-charge Collectorate Bhopal ~tated 
(January 2010) that the record relatmg to recovery of process expense 1s' not 
maintained., Tahsildar, K;hargone stated in March 2010 that process expense is 
not applicable to co-operative banks. The reply is not acceptable because it is 
not in conformity with the rules. Tahsildar fudore and Mhow stated 
(January and February 2b10) that bank is respon~ible for recovery. The reply 
is not acceptable becaus!e Tahsildar is responsible for demand and collection 
of the process expense$. Officer in charge of Collectorate Indore and the 
remaining TahsHdars stated (between June 2009 and March 2010) that 
necessary action would be taken. · . 

The G([Jrveirnment 111mn~ consider piresciribiIIBg appropiriiate Jlllll@llllfttrnrB.ng 
mecl!naumiism. J1.1m the C@ll!~cforntes fo1r timeily l!"ealisatfon @f JPlll."Gcess e~qpiense. 

17 

I 
! 

Details given at annJxure- D. 

I 
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5.2.14 Non-levy of Panchayat Upkar on premium collected in 
gram panchayat area 

As per section 58(2) of MPLRC the term 
"Land revenue", includes all moneys 
payable to the State Government for land 
in the form of premium, rent, lease money, 
quit-rent etc. Further, Section-74 of M.P. 
Panchayat Raj Adhiniyam, 1993 provides 
for levy of Panchayat Upkar at specified 
rates in each revenue year in gram 
panchayat area. Thus, Panchayat Upkar is 
leviable on diversion rent as well as on 
premium collected in gram panchayat area 
because premium is also land revenue as 
per section 58 (2) of MPLRC. 

We noticed in 
Collectorate Jabalpur and 
Tahsil offices of Huzur 
(Bhopal) and Mandsaur 
(between December 2009 
and February 2010) that 
Panchayat Upkar was not 
assessed and levied on the 
premium in 837 diversion 
cases of gram panchayat 
area decided between 
October 2005 and 
September 2009. Besides, 
in Collectorate (diversion) 
Bhopal and 13 Tahsil 
offices 18, we noticed that 

Panchayat Upkar was not assessed in 1452 cases of diversion of gram 
panchayat area decided between October 2005 and September 2009. This 
resulted in non-levy/realisation of Panchayat Upkar of~ 1.55 crore. 

After we pointed out, the Tahsildar Huzur (Bhopal) stated (December 2009) 
that there is no rule for levy of Panchayat Upkar on premium. The reply is 
factually incorrect because as per section 58(2) of MPLRC, premium as well 
as diversion rent are land revenue and Panchayat upkar should be assessed on 
such revenue. 

The Government may consider issuing instructions for levy of Panchayat 
Upkar on premium in the Gram Panchayat area. 

I 5.2.15 Internal control mechanism 

I 5.2.15.1 Internal audit 

The internal audit wing of a department is a vital component of its internal 
control mechanism. We observed that though internal audit wings were in 
operation at the divisional level but information on the organisational 
structure, existence of audit plan, staff strength, follow up action on reports 
etc. was not furnished by the department. Our test check further revealed that 
internal audit of Rajdhani Pariyojana (Nazul) Bhopal, Collector (SLR) 
Bhopal, Collector (SWBN) Indore and Collector (Diversion) Gwalior was 
conducted once in the last five years, while no internal audit of the remaining 
sections of the 11 selected Collectorates was conducted during this period. 
No internal audit was conducted by the department in 61 19 out of 78 Tahsils 
during the last five years. The details of inspection reports issued, 

18 

19 

Burhanpur, Huzur (Rewa), Jhabua, Kai laras (Morena), Kbategaon (Dewas), 
Mandsaur, Mhow (Indore), Neemuch, Panduma (Chhindwara), Ratlam, Sheopur, 
Tikamgarh, and Vijaypur (Sheopur). 
Details given at annexure -E. 
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number of objections raised, amount involved etc. have not been furnished by 
the Department despite iequest. . 

. I 

We observed that the 
Commissioners conducted 52 
and 112 inspections as against 
88 and 156 inspections of 
CoHectorates and Tahsils 
respectively during the period 
under review. The Collectors 

1 
had to conduct 390 inspections 

of Tahsils but they conducted only 117 inspections. The details of inspections 
conducted and points r~ised/included in inspection notes/memorandums etc. 
have not been furnishedlby the Department despite request. 

8clfhl · ·Iialt~~1~efibi1'ci~s ·f0P\}~;,. 
I 

Commercial Purpose 

5.2.16.1 · We observed in 
Rajdhani Pariyojana Bhopal 
that Nazul land measuring 
20.53 hectare (situated within 
Bhopal city municipal limits) 
was leased (ianuary 2008) to 
Mis Essel Infra projects 
Limited for setting up of 
a water park. During scrutiny of 

I the case we observed that the 
land was leased in Janufll)' 2008 on the rates of agricultural land prevailing i.n 
2005-06 at~ 17.66 per ~q. ft. approx. as against the minimum rate of~ 60 per 
sq.ft. prescribed vide ! order dated 7 .11.2002 under Para 23 of RBC. 
This resulted in short i!ealisation of ~ 11.46 crore and undue benefit to the 
coinpany. I 

I 
After we pointed out, the Nazul officer stated (January 2010) that premium · 
and land rent was levietl in accordance with the sanction of Government and 

I 

the points raised by au1it would be brought to the notice of the Government. 
Further reply has not been received (December 2010). 

I . 
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5.2.16.2 We noticed in Jhabua that Nazul land measuring 149 sq. m. was 
allotted to Nagrik Sahkari Bank at premium and ground rent of~ 2.40 lakh by 

RBC-IV-1 read with Government 
circular dated 4 April 1997 provides 
that allotment of land to commercial 

applying non-commercial rate 
of land of ~ 1,500 per sq. mt. 
This led to loss of revenue 
of ~ I 7 .3 1 lakh based on 
commercial rate of~ 11 ,600 per 
sq. mt. Further reply 
has not been received 
(December 20 l 0). 

co-operative institutions (other than 
agriculture based institutions) shall be 
made at the rate prescribed in the 
market value guidelines applicable for 
registration of documents. After we pointed out, the 

Tahsildar stated (January 2010) 
that necessary action would be taken. Further reply has not been received 
(December 2010). 

I Housing Purpose 

5.2.16.3 We observed in the office of Rajdhani Pariyojana, Bhopal that 
10 acre land situated in ward 30 of the city was allotted in August 2007 to 

RBC-JV-l provides for allotment 
of land for housing purposes to 
Madhya Pradesh Housing Board 
(MPHB) and Cooperative Housing 
Society (Society) on payment of 
premium at 60 per cent of market 
value of land and annual ground rent at 
five per cent of the premium. 

MPHB for building houses 
for MLAs and MPs at the rate 
of ~ 3,200 per sq. mt. and 
annual ground rent at five per 
cent of the premium. As per 
this rate, the premium was 
fixed as ~ 12.96 crore and 
ground rent as ~ 64.77 lakh. 
However, we noticed that the 
Nazul officer issued demand 
notice of ~ 7. 77 crore as 

premium and ~ 32.38 lakh as rent to MPHB in October 2007 and this amount 
was deposited by the Board in January 2008. This resulted in short realisation 
of revenue of~ 5.52 crore. 

After we pointed out, the Nazul officer stated (January 20 l 0) that the issue of 
application of incorrect rate would be brought to the notice of Government. 
He further accepted that the Nazul officer had issued incorrect demand notice 
in October 2007 and agreed to raise demand. Further report has not been 
received (December 20 I 0). 

5.2.16.4 We observed in Collectorate (Nazul) office, Bhopal that the 
Collector submitted a proposal to the Government for allotment of 11.68 acre 
land of village Nevri in Tahsil Huzur, Bhopal on 11 August 2008 to Rajdhan; 
Patrakar Griha Nirman Sahkari Samiti Maryadit. In this proposal the 
Collector mentioned that the rate of ~ 2500 per sq. mt. was appropriate 
as the Bhopal Police Karmachari Griha Nirman Samiti, located adjacent to the 
above land, was allotted at the rate of~ 2,500 per sq. mt. However, this land 
was allotted by the Government at the rate of~ 60 per sq. ft ~ 645.60 per 
sq. mt.) on 25 ~ugust 2008 as per orders of the Council of ministers. As per 
this order, the land was allotted at a premium and annual rent of ~ 3.2 l crore. 
When we requested for the minutes of the meeting/file noting in this case, 
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no reply was given By the Government despite demi official request. 
Allotment of residentiall Iand at such throw away prices by the Government 
was contravention of t~e provisions ·contained in Para 26 of RBC-llV -I and 
consequent lOss of prem~um and ground rent of~ 4.24 crore. H is worthwhile 
to mention that the Collector had suggested in his report of 11 August 2008 
that even if this land is kuctioned under Para 21 of RBC-IV-I, it would fetch 
more than ~ 7 ~09 crore .. ! 

After we pointed out, t~e Tahsildar stated (January 2010) that the allotment 
was done by the Governinent. 

5.2.16.5 We obsered in Rajdhani Pariyojana, Bhopal that the Collector 
proposed allotment of 5~000 sq. 
ft. of land to Akhil Bhartiya Pal 
Mahasabha at premium and 
rent of~ 33.46 lakh as per para 
26 of RBC-JlV:.. I in August 

. 2008. However, we noticed that 
> · · ·• · · this land was allotted to the 

society at nil premium I and ·annual rent of Rupee one by the Government 
through its orders dated U.09.2008. · · 

Similarly, in another dase of Tahsil Huzur, Bhopal we noticed that the 
Collector submitted a lproposal in August 2008 ·to the Government for 
allotment of 5,000 sq.ft:. land to Meena Samaj Sewa Sangathan at premium 
and rent of~. 8.93 lakh.! However, we noticed in this case also that this land 
was allotted to the society at nil premium and annual rent of Rupee one by the 
Government through its jorders dated 9 January 2009. 

When we requested for 1the minutes of the meeting/file noting in these cases, 
no reply was given by the Government despite demi official request. Such free . I . 
of cost allotment of Go~ernment land was contrary to Para 26 of RBC-IV-I 

.and also resulted in loss ;of revenue of~ 42.39 lakh. · · 

After we poirited out, tlie Nazul officer Rajdhani Pariyojana (Nazul) Bhopal 
and Tahsildar Huzur (Bhopal) stated (December 2009 and January 2010) that 
the sanction for allotme~t was granted by the Government and the issue raised· 
by audit would be brought to the notice of Government. Further report h~s not 
been received (December 2010). 

5.2.16.6 AllotmeJt of land for construction of Dharamshallfll 
I 

We observed in the ©ffice of Collector (Nazul) Sagar that Nazul land 
I =.,..,,.,,,.,.==-----,.. (24,642 sq. ft.) was aUotted by 

the department (June 1999) to 
Shree Jhulelal Mandir Trust for 
construction of dharamshala on 
payment of premium and 
additional premium of ~ 73 .92 
lakh and annual ground . rent 
of ~ 92,407. As per conditions 

of the sanction, premmm and rent was to be paid by t4e trust withi!ll 
· six months of the issu~ of sanction, failing which the sanction was to be 

I 

deemed as cancelled. H:owever, the trust failed to comply with this condition 

I 
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and the sanction lapsed. After nine years, the department again issued 
(June 2008) a sanction for allotment of the same land to the same trust without 
any premium and on token annual ground rent of Rupee one. The revised 
allotment order of June 2008 di.d not specify any reason for allotment of 
Government land at such concessional rate, except that it was a 'special case'. 
When we requested for the minutes of the meeting/file noting in this case, 
no reply was given by the Government despite demi official request. 

Such order was a repudiation of RBC-IV-I. and led to loss of revenue 
of~ 2.52 crore. 

After we pointed out, the Nazul officer stated (February 2010) that the land 
was leased out in accordance with the sanction issued by the Government and 
necessary action would ·be taken after receiving instructions from the 
Government. Further report has not been received (December 2010). 

5.2.16.7 We observed in three collectorates20 and Tahsil Huzur (Bhopal) 

20 

Shri Digambar 2.024 
Jain Museum (Kanadiya) 
Shodh Indore 
Sans than 
Samiti 

(Educational) 

6 July 
2006 

2,45,025 

4,901 

Bhopal, Hoshangabad and Indore 
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that due to non-
observance of the 
provisions of RBC-IV -I 
the Government was 
deprived of revenue 
of~ 34.74 crore as per 
details given below: 

28 March 
2008 

2,45,025 

4,901 

Village Kanadiya is 
in periphery oflndore 
city and the 
applicable rate should 
have been ~ 60 per sq 
feet as per RBC. 
However, the land 
was allotted at the 
rate of ~ 2.25 per sq 
ft. This resulted in 
loss of premium and 
annual ground rent of 
~ 66.66 lakh. 
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;;,!;1) 
I 

2 Gram Bharti 8.3715 June 22 August The Government 
Shiksha Samiti 

--, 
2008 2008 sanctioned the (Sh~hpura) 

Madhya Bhopal 61,56,257 6,15,626 premiuin at five per 
Bharat. 

1,23,125 12,313 
cent, against the 

(Educational) Collector's proposal 
of 50 per cent as per 
RBC. This resulted in 
loss of premium and 
annual ground rent of 
~ 56.51 lakh. 

I 

3 Man_ Reva 0.809 Not 17 April As per RBC, --1-

Shiksha Samiti (Jal\llabad) available in 2008_ premium of 

(Educational) Hoshangabad the file Nil ~. 5,88,060 and 
! annual ground rent I 

1.00. of ~ 11,762 was 
leviable. Non-
observance of the 
provisions of RBC 
resulted in loss of 
premium and annual 
ground rent of 
~ 6.12 lakh. 

I 

4 Jagaran 78.661 14May 28 August Mugaliya Chhap is in 
Social Welfare (Mrtgaliya 2008 2008 Bhopal city planning 

I 
Society Chl}ap) 5,71,27,086 Four crore area and rate of ~ 60 

(Educational) Bhopal 
11,42,553 8,00,000 

per sq. ft. was 
I applicable. Incorrect 

application of rate by 
Collector and undue 
concession by the 
Government resulted 
in loss of premium 
and ground rent of 
~ 21.82 crore. 

I 

5 Dhirubhai 44.53 March September Acharpura is situated 
Ambani · CA9harpura) 2008 2008 in Bhopal city 
Memorial Bhopal 3,23,43,300 3.23 crore planning area and 
Trust 

6,46,866 6,46,866 rate of ~ 60 per 

(Educational) sq. ft. was applicable 
but rate of ~ 13.50. 
per sq. ft. was applied 
by the Collector. This 
resulted in loss·. of 
premium and ground 
rent of~ 11.36 crore. 
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(1) (2) (3) (4) (5) (6) 

6 Digamber Jain 10. 121 30 January 24 Contrary to the 
Sarvodaya (Badwai) 2008 December provisions of RBC 
Cyan Bhopal 2008 read with circular of 
Vidyapeeth 

Nil (as per Nil(as per Government (October 

(Medical 2002) undue 

College) 
RBC-IV) RBC-IV) 

concession granted 
6,53,400 1.00 by the Government 

resulted m loss of 
annual ground rent of 
~ 26. 14 lakh. Further 
as per condition of 
allotment, a 300 
bedded hospital was 
required to be 
established up to June 
2009 which was not 
done till the date of 
audit. The Collector 
(Nazul) did not take 
any action for 
revoking the 
sanction. 

After we pointed out, the Tahsildar Huzur (Bhopal), Nazul officer, lndore and 
SDO, Huzur stated (between December 2009 and February 2010) that 
appropriate action would be taken after scrutiny of the cases, while SDO, 
Hoshangabad stated in March 20 l 0 that the matter would be brought to notice 
of the Government. Tahsildar (Nazul), Bairagarh (Bhopal) stated that 
allotment of land was done at Government level. He did not furnish any reply 
about the inaction against the allottee for breach of conditions of allotment. 

5.2.16.8 We observed in the office of Collector (Nazul) Hoshangabad 

RBC-IV -I provides for allotment of land 
up to 4,000 sq ft to a political party for 
construction of office on payment of 
premium at 10 per cent of market value 
of land and ground rent at five per cent of 
the premium. In case of allotment of land 
to MPEB, premium at 50 per cent of the 
market value and annual ground rent at 
7 .5 per cent of premium is chargeable. 

and Mandsaur that Nazul land 
measuring 3999 sq ft and 
12000 sq ft was allotted to a 
political party for 
construction of office at 
Hoshangabad and MPEB for 
construction of grid at 
Arniyadeo (Mandsaur) in 
June 2008 and February 2009 
respectively. The premium 
and annual ground rent was to 
be paid within six months of 

the issue of the sanction. We noticed in Hoshangabad that the allottee fai led to 
deposit the dues in time. The department in their order (January 2010) 
instructed that interest at the rate of 15 p er cent may be charged after the 
relaxation period. Accordingly, the payable premium and annual ground rent 
in both the cases along with interest in one case worked out to ~ 8.35 lakh. 
It was, however, observed that the Nazul officers assessed and demanded 
~ 3.32 lakh by applying incorrect rates. Thus, premium, annual ground rent 
and interest was assessed short by ~ 5.03 lakh. 
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. I . . . . 
After we pointed out, the: Nazul officer, Hoshangabad stated (March 2010) that 
demand would be re~ised while the Nazul Officer, Mandsaur stated 
(January 2010) that action would be taken as per rule after scrutiny of the case. 
Further reply is awaited ~December 2010). 

I 

I . 

We observed in Rajdhani Pariyojana. 
(Nazul) Bhopal · that Nazul land 
measuring 15 acre was allotted in 
April 2008 to Gammon India Limited 
under tender system for 
~ 338 crore. The consideration was 
payable in three instaUments21 and to 
be revised according to actual 
measurement of land handed over to 

the allottee. Two installments of ~ 101.40 crore each were paid by the 
company and the last i~staU:ment was due in April 2009. As the possession 
of 14.88 acres against 15 .acres was handed over to the company, the third 
installment amounting ~ 132.50 crore was due for recovery. This was not 
demanded and recovere1 by the Nazulofficer. This resulted in non-realisation 
ofrevenue of~ 132.50 crore. . 

I 

After we p~inted out, tlie Nazul Officer stated in January 2010 that demand 
note would be issued 1and lease deed would be executed after recovery. 
The fact, however, ·remr:i.ns that the recovery as well as lease deed has not 
been made/executed tiU ~ate_ (December 2010). 

i 

•Jere.~$:,'::! 
observed in the office of 

Rajdhani Pariyojana, Bhopal 
(January 2010) that allotment of land 
was sanctioned in three cases in 
favour of Bhopal Development 
Authority (BDA) by Government 
between June 1986 and March 1994. 
The . advance possession of the land 
was given.between August 1979 and 

May 1983 in these case~. According to the sanction orders, interest at the rate 
of 14 per cent in one I case and at 15 per cent in two cases on payment 
of arrears from . the datf of possession was recoverable'. The BDA paid the 
arrears of ~ 75.12 18.kh between August 2007 and October 2009 on 

I 

which interest of~ 2.65 crore was recoverable which was not levied by the 
department. Besides, irl Collectorate (Nazul) Hoshangabad, we noticed that 
interest of~ 2.09 lakh ~s against~ 6.92 lakh was levied in one case due to 

I 
I 

21 30 per cent was pa~able at the time of execution of development agreement, 30 per 
cent .after one month of the agreement, last installment of balance amount and 
execution of lease! .deed within one year of the agreement. The development 
agreement was executed in April 2008. 

I 
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computation mistake. The non/short levy of interest resulted in non-realisation 
of interest of~ 2.70 crore. 

After we pointed out, respective Nazul officers stated (January and .March 
2010) that necessary action would be taken . 

. We observed in Rajdhani Pariyojana Bhopal that land measuring 739 acre 
was allotted to Nyayadhish Griha Nirman Samiti (May 2006) on premium of 
~l.93 crore and annual ground rent of~ 9.66 lakh. Accordingly~ 2.22 crore 
was recoverable on account of premium and ground rent upto 2009-10. 
The lessee paid ~ 1.22 crore leaving the unpaid balance of ~ one crore. 
It was, however, observed that demand of~ 84.98 lakh only was raised by the 
department (June 2009). This resulted in short raising of ·demand by 
~ 15.02 lakh. It was further seen that no amount was paid by the lessee since 
the issue of demand letter (June 2009) but no action was taken by the 
department to recover the dues of~ one crore. 

After we pointed out, the Nazul officer accepted the observation and stated 
(January 2010) that the amount would be recovered. Further progress has not 
been received (December 2010). 

¥~~l'.2ffntt)~*lf.eY.".!~.@.~~s~m,~~!;.~(ill~~r~i~i!~~~~~··pr~!Aiu~~fi~}:u;,/t~t'!:;;·· . 
We. observed m five 
Collectorates22 and eight 
Tahsil offices23 that there was 
under assessment of diversion 
rent, premium and Upkar in 
156 cases of diversion 
decided between May 2005 
and November 2009. 
·We noticed that diversion 
for commercial/partly 
commercial purpose was 
treated as residential or · 
assessment . was done on 
reduced area. This resulted in 

short realisation of premium, diversion rent and Upkar of ~ 1.38 crore 
as detailed below: 

22 

23 
Bhopal, Dhar, Hoshangabad, Indore and Jabalpur. 
Ashoknagar, Dhar, !tarsi (Hoshangabad), Jaora (Ratlam), Mhow (Indore), Seoni, 
Sironj (Vidisha) and Tikamgarh. · 
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2. 

3. 

Collector 
(Diver­
sion) 
Bhopal 

10/07 to 
09109 

Collector 
(Diver­
sion) 
Indore 

10/07 to 
9109 

Collector 

(Diver­
sion) 
Hoshang­
abad 

10/07 to 
9109 

13 

3 

29 

156.10 r 
I 

4.66 
Act es 

I 

385l82 
Hec1

• 

I 
3.237 
Heel 

I 

Out of 156.10 acres, 
57.45 acres of land 
was diverted for 
commercial pmpose 
but treated · as 
residential. 

Assessment was done 
for 2.18 acres instead 
of 4.66 acres ofland. 

In 25 cases, out of 
33,09,479.59 sq. mt. 
area, 2,02,708.08 sq. 
mt. area of land was 
diverted for 
commercial pmpose 
but treated as 
residential. In four 
cases, assessment 
was done for 
5,26,103.53 sq. mt 
instead of 5,48,731 
sq. mt. ofland. 

Assessment was done 
for 5 acres instead of 
8 acres ofland 
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105.47 

79.50 

25.97 

4.16 

1.30 

2.86 

1267.13 

1198.57 

68,56 

4.52 

2.83 

1.69 

~ nIID. Ilmlldn) 

In six cases of Huzur 
circle it has been 
stated that necessary 
action would be 
taken. 
In remaining cases of 
Gobindpura Circle it 
has been stated that 
the putpose was 
residential. Reply is 
contrary to the facts 
onreco.rd. 

In one case of City 
Circle it has been 
stated that necessary 
action would be 
taken. Of the 
remaining two cases, 
assessment was· done 
in one case for area 
falling under M P 
Nagar Circle and 
remaining area falls 
under another Circle. 
in case of 
Gobindpura Circle it 
has been stated that 
diversion was sought 
for one acre only. We 
do not agree as in the 
case of M P Nagar 
the matter has not 
been referred to the 
concerned Circle and 
reply is contrary to 
the facts on record in 
case of Gobindpura. 

In one case, SDO 
Indore stated that the 
area involved was 
35.789 hec. and not 
36.304 hec. Reply is 
contrary to the facts 
on record. In the 
remaining cases it 
has been stated that 
necessary action 
would be taken. 

Necessary. action 
would be taken. 
Further reply has not 
been received 
(December 2010). 

I. 
,, 
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;_ !· 
4. Collector 0.439 Assessment was done 21.37 Necessary action 

·(Diver- Hee. for 0 .1 hec. instead of 11.31 would be tiiken after 

I 
sion) 0.439 hec. acres of examination. Further. 

49 29.91 land. 10.06 reply has not been 
i 

Dhar 
received {December 

10/2006 2010) 
to 9/2009 

5. Collector 6 1.008 The rates were ill Necessary action 
(Diver- Hee. revised ·from 0.30 would be taken after 
sion) 21.01.2009. examination. 

Assessment was done 0.87 
Jabalpur 

a( old rates for cases 
10/2007 decided between 
to 312009 March and 

September 2009. 

6. Tahsil 0.253 Instead of 0.30 Case. will be 

Sironj Hee. commercial rates, QJ2 reviewed. 
residential rates were 

10/06 to applied and that too 0.1_5 
9/08 of 2006-07 instead of 

2007-08. 

7. Tahsil 9.275 Out of93,730 sq. mt 12.31 Necessary action 
Mhow Hee .. 3,205 sq. mt. of land 11.93 would be taken after 
(Indore) . ·was diverted for examination. 

commercial purpose 0.38 
10/06 to 
9/09 and 90,525 sq. mt. 

for residential 
p1:1rpose but whole 
area treated as 
residential. 

l_ 2.44 Assessment was done 1.90 
Hee. at incorrect rates. 0.71 

1.19 

0.675 Land diverted for 2.07 
Hee. commercial purpose 1.02 

was treated as 
residential. 1.05 

8. Tahsil 5 1.45 The rates were 2.65 Necessary action 
I tarsi Hee. revised from 0.44 would be taken to 
Hoshanga 21.01.2009. reassess these cases 
bad Assessment was done 2.21 at revised rates. 

10/07 to at old rates for cases Further reply has not 

9109 decided between been received 
February and (December 2010). 
September 2009. 

9. Tahsil 13 11.725 In seven cases 6.48 Necessary action 
Jaora Hee. residential rates were 2.75 would be taken after 
Ratlam_ applied instead of examination. Further 

commercial rates. 3.73 reply lias not been 10/06 to 
9109 Assessment was done received (December 

in six cases at old 2010). 
rates for cases 
decided between 
February and May 
2009. 

10. Tahsil 15 16.223 Assessment was done 14.62 Necessary action 
Dhar at incorrect rates. 8.10 would be taken after 

10/08 to examination. Further 

9109 
6.52 reply has not been 

received (December_ 
2010). 

11. Tahsil 9 9.852 Assessment was ~.04 Necessary action 
Ashok- Hee. made at incorrect 2.14 would be taken after 
nagar rates. . examination .. Further. 
10/07 to 5.90 reply has not been 
9/09 received (December 

2010). 
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13. 

Tahsil 6 13.96 
Seoni Hee.I 

I 
10/07 to 

: 

9/09 

Tahsil 2 1.993 
Tikam- Hec.i 
gfil:h 

I 10/07 to 
9/09" 

I 
I 
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Assessment was 12.94 Necessary action 
made · at · incorrect 6.49 would be taken after 
rates. 

Assessment 
made at 
rates made. 

was 
incorrect 

examination. Further 
6.45 reply has not been 

received (December 
2010). 

1.67 Necessary action 

ill would be taken after 
examination. Further 

0.50 reply has not been 
received (December 
2010). 

We observed in 17 TahsH 
offices24 

· that 948 cases of 
encroachment on. Government 
land measuring 257.404 
hectares were decided between 

, October 2006 and September 
2009, but the relevant details/ 

. reports of vacation of land duly 
· signed by the appropriate 
officer were not oii record. 
Yet, the respective TahsHdars 

.. . . . . did not take any action to 
I ··· · obtain the requisite details/ . 

reports. In the absence of such reports there was continuous unauthorised 
occupation of the land.for khich fine/penalty was reGoverable. 

After we pointed out, ITahsildar, Ater stated (March· 2010) that the 
Government land was got vacated. The reply is not acceptable because 

I 

vacation report was 4ot on record. Remaining Tahsildars stated 
between October 2009 and March 2010 that necessary action would be taken. 
Further progress has not bf en received (December 20 I 0). 

I 

' 

I 

I 
I 

I 

I 
24 Ater (Bhind), Biaora I (Rajgarh), Dewas, Dhar, Guna, Gwalior, Hoshangabad, 

Jabalpur, Jawara (Ratlhm), Khargone, Mandsaur, Raisen, Rajgarh, Ratlam, Sagar, 
· Ujjain and .Vidisha I . . 
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We observed m 
11 Collectorates25

, Rajdhani 
Pariyojana Bhopal and 
30 Tahsil offices26 that monthly 
tauzis were ·not being prepared 
by any of them. Thus, the 
correctness of the figures of 
collection shown in the 
monthly statements could not 
be verified by us. 
In Collectorate (Diversion) 
Indore the outstanding arrear of 
diversion rent amounting 
~ 8. 09 crore against Indore 

Development Authority (IDA) and the MPHB was treated as recovered 
(February 2009) without depositing it in the treasury. 

After we pointed out, the office in charge of the Collectorate stated in 
January 2010 ~hat this was shown to have been recovered in lieu of flats/plots 
obtained from IDAfMPHB. The reply is not acceptable because sanction for 
this adjustment was not obtained from the Government. As per the accounting 
procedure, the amount should have been drawn from proper expenditure head 
and _simultaneously challan of equal amount deposited in the receipt head of 
account. The Nazul Officer, Rajdhani Pariyojana Bhopal stated in 
January 2010 that chaUan . wise verification from treasury was conducted. 
Reply is not acceptable because records in support . of the reply were not 
shown to us. Remainirig Revenue Officers stated between October 2009 and 
March 2010 that necessary action would be taken. 

Tl!ne GovennmeHlllt may connsiidlell" presciribing a perfodic retmnn by the 
Tathsil offices to the 0111Hector mm the cmnpletfon of tauzi . 

. 572~rza N,~,~}~ · · .. ~r~fu!f;i°~q:-:· 
irellabilitatilfMl of·~I!Jm.::aw~ne 

We observed in CoHectorate (Nazul), city circle, Bhopal that 5.90 acre Nazul 
land was allotted to the MPHB for commercial purpose (October 2006). 
Condition 5 of the sanction provided that 5000 slum-dwellers shall be 
rehabilitated by the MPHB under the direction of the Collector Bhopal and the 
expenditure will be borne by the MPHB. 

25 

26 

Bhopal, Dhar, Gwalior, Hoshangabad, Indore, Jabalpur, .Khargone, Mandsaur, 
Ratlam, Sagar and Ujjain. .· ~-::..-.?-
Ashoknagar, Ater (Bhind), Balaghat, Biora (Rajgarh)·, Burhanpur, Dewas, Gohad 
(Bhind), Guna, Gwalior, Harda, Hoshangabad, Huzur (Bhopal), Huzur (Rewa), 
Indore, Itarsi (Hoshangabad), Jabera (Damoh), Jawad (Neemuch), Jhabua, Kasrawad 
(Khargone), Mhow (Indore), Pandurna (Chhindwara), Ratlam, Sagar, Sanver 
(Indore), Seoni, Sheopur, Sohagpur (Shahdol), Tikamgarh, Ujjain and Vidisha. 
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I . 
The MPHB further subleased this land to D.B. Mall Pvt. Ltd., on which the 
MPHB received an additibnal amount of premium and rent of~ 19.77 crore. 
and ~ 1 A8 crore per atlnum respectively. As per condition of sanction, 
the MPHB was required tp deposit this differential premium and ground rent 
in a joint bank account pf the MPHB and the CoHector, Bhopal and this 
·amount was to be utilised in the rehabilitation of slum-dwellers. However, we ' 
noticed that such account has not been opened by the MPHB so far and the 
whole amount has been re

1

tained by the MPHB. The slum- dwellers were also 
not rehabilitated by the MPHB even after a lapse of more than three years of 
the allotment of land. No ~ction was taken by the CoUector (Nazul) for breach 
of this condition. · 1

1 

After we pointed out, the Naib Tahsildar stated in January 2010 that a letter to 
I 

open the bank account is being issued to the MPHB. No reply was given for 
I 

inaction on vio.lation of the condition for sanction. Further reply is awaited 
(December 2010). ! 

. I 

We observed in four Nazul 
offices27 that 25 permanent 
leases granted for 30 years 
which fell due for renewal 
between 2005-06 and 
2009-10, were not . taken up 
by. · the department for 
renewal. This resulted in loss 
of revenue of~ 16.92 lakh. · 

After we pointed out, the 
ASLR (LR), Dhar stated 
(November 2009) that action 
was being taken by SDO, 
Dhar. Nazul Officer, 
Mandsaur and Sagar stated 
(January and February 2010) 
that action for renewal of 

. I . . 
lease would be taken. Tahsildar (Nazul), Ratlam stated (November 2009) that 
necessary action to rene~ the permanent lease was being taken. Further 
progress has not been·receiiyed (December 2010). 

I 
; 

I 

27 
. I 

Dhar, Mandsaur, Ratlam and Sagar. 
I 
I 
I 

I 83 
! 



Audit Report (Revenue Receipts) for the year ended 31 March, 2010 

5.2.25.1 We observed in 
Tahsil Burhanpur and Mhow 
(Indore) that two diversion 
cases were deCided by 
respective SDOs between 
October 2007 and September 
2008.In these cases, security 
deposit of ~ 36.29 lakh was 
required to be submitted by 
the colonisers at the time of 
submission of the application. 
We however, noticed that in 

case of Burhanpur, security deposit of~ 61,800 as against~ 6.18 lakh was 
submitted by the coloniser and in Mhow; ~ .3.11 lakh in cash and· Bank 
guarantee of~ 27 lakh was submitted. We noticed that the bank guarantee was. 
valid upto 10 September 2009 only which was notreval:i.dated till the date-of 
audit. This led to short realisation of security of ~-. 32.56 lakh as well as 
irregular admission of applications and granting of permission for diversion. 

After we pointed out, Tahsildar Burhanpur and Mhow stated (January­
February 2010) that necessary action for recovery would be taken. 
Further developments have not been received (December 2010). 

5.2.25.2 We further observed in five Tahsil offices28 that in nine cases 
of diversion submitted by the colonisers, . neither the amount of estimated 
development expenditure was mentioned in . their applications, nor did they. 
deposit any security. The applications were not. only entertained by the 
respective SDOs but also decided between May· 2008 and July 2009 and 
diversion was permitted. This resulted in irregular admission of applications 

·for diversion as well as irregular granting of perinission for diversion. 

After we p0inied out, the respective SDOs stated between January and 
March 2010 that necessary action would be taken. Further report has not been 
received (December 2010). 

28 Alirajpur, Ashoknagar, Balaghat, Seoni and Tikamgarh. 
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We observed in ten 
Collector Offices29 between 
September 2006 and 
December 2008 and further 
information collected m 
August and September 
2009' that service charges 
of~ 27.79 crore were due · 
for recovery :from various 
departments on .account· of 
land acquired for them 
between March 1979 and 
August 2009. Of this 

·amount, ~ 15.03 crore was 
recovered leaving the 
balance of ~ 12.76 crore 
as un-recovered. Further, 
~ 29. 72 lakh was also 
earned as interest on 
recovered amount in 
Jabalpur and Indore 
districts. However, we 
noticed that the recovered 
amount of~ 15.03 crore and 
interest of ~ 29. 72 lakh 

·. · · · ·.. were not deposited in the 
I . 

Government account even after specific orders of the Government. Thus, the 
exchequer was deprived dfrevenue of~ 28.09 crore due to non-levy/deposit of 
service charge and intere~t earned thereon. 

. . I . 
After we pointed out the cases, the concerned Collectors stated 

I . . 

(August-September 2009) that efforts were being ma<le to recover the balance 
amount of service charge from the concerned departments and the amount 
recovered ·and interest . eabed but not remitted to the Government would be 

I 

remitted into treasury. 'ifhe Land Acquisition Officer, Dhar intimated in 
June 2010 that service charges of~ 1.06 crore out of~ 12.84 crore had been 
deposited in the treasury[ Progress of recovery of the remaining amount has 

I. 
not been received (December 2010). . 

I 
~fi~g,!JJ '--~~~iilu~:t9i~;:· ;*!· ·· 
We noticed that the syste~ for levy and collection of land r~venue in the state 
was beset with. deficiencies. There was substantial loss of land revenue and 
stamp duty and registdtion fee due to absence of adequate monitoring 
mechanism in. the:f~Collebtorates and deficiencies in ·the· RBC and MPLRC. 
We observed that a hugej amount of revenue remained unrealized due to lack 
of any time Hmit in thi Act/Rules for initiation of recovery proceedings, 

I 29 Betul, Bhopal, Dewas, Dhar, Barda, Indore, Jabalpur, K.handwa, Parma and Shahdol. 
. . I 
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execution of lease deed, assessment of premium and rent ~fter issue of 
sanctions. We also saw shortfall in departmental inspection and internal audit. 
Substantial revenue was lost due to aHotment of the Government land to 
private parties at throw away rates and in violation of the provisions of RBC. 
Besides; the department suffered loss of revenue on account of -non and short 
recovery of premium, rent, Upkar, non renewal of lease, interest and penalty. 
We noticed that land revenue was not deposited under proper head of account 
and the maintenance of tauzis received scant attention in the Collectorates and 
the Tahsils. 

15!2!21f Recfmdillli:R~tions~ 
The Government may consider implementation of the following 
recommendations. 

While preparing the estimates, the department should reckon the actual 
receipts of the previous· year; 

prescribing a mechanism for correlating the cases of assessment of 
diversion rent with the records of demand and collection submitted by 
Tahsildar to the Collector; 

consider insertion of a time limit in the Act/Rules for initiation 
of recovery proceedings, execution of lease deed; 

© prescribing time limit for submission of cases of advance possession 
for final allotment and finalisation thereof; 

© fixing responsibilities for failure in timely execution of sanctions; 

@ issue instructions for levy of Panchayat Upkar on premium coUected 
in.the GramPanchayat area i and 

® prescribe a periodic return by the Tahsil officers to the Collector on the, 
completion of tauzis. 
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Test check.of the recordJ of 64 units relating to stamp duty and registration fee 
revealed loss of revenu~ and other irregularities involving ~ 31.95 crore in 
5809 cases·which fall unCler the following categories: 

. I 

~J(Ng~~-
JI.. 

2. 

3. 

4. 

5. 

6. 

I ~~crmtj 

Loss of revenue in instruments 
executed by/in favour of co~operative 
housing societie~. 

I . 

Loss of revenue aue to inordinate delay 
in finalisation off cases. · . 

Short realisatiob: of Stamp duty & 
Registration fee f due to undervalUation 
of properties/incorrect exemption. 

I 

Loss of ~evenue· due to 
misclassification' of instruments. 

I 
I 

Incorrect remission of stamp duty and 
registration fee. J 

Others. 
I 

1 0.06 

52 1.00 

1,018 13.18 

90 0.44 

326 2.81 

4,322 14.46 

'fofail 5,8q])9 31.95 
I 

During the course 6f the year 2009-10, the department accepted 
underassessment and dther deficiencies of ~ 8.05 crore :in 4,415 cases, 
which were pointed dut in audit during the year 2009-10. An amount 
of~ 86 fakh was realised in 995 cases. 

. I . 
A few illustrative cases involving~ 14.72 crore are mentioned in the following 
paragraphs. I 



Audit Report (Revenue Receipts) for the year ended 31 March, 2010 

Delay in disposal of cases referred by Sub Registrars (SR) 

Under Section 47-A of Indian 
Stamp (IS) Act, 1899 if the 
registering officer, while registering 
any instrument finds that the market 
value of any prope11y set forth is 
less than the market value shown in 
the market value guidelines, he 
should, before registering such 
instrument, refer the same to the 
Collector for determination of the 
correct market value and duty 
leviable thereon. Departmental 
instructions (July 2004) provide a 
maximum period of three months 
for disposal of the cases referred to 
the Collector bv the SR offices. 

6.2.1 We observed in 
11 SR1 Offices between May and 
August 2009 that 338 cases 
referred by the registering 
authorities between May 1998 
and March 2009 for 
detennination of the market value 
of properties had not been 
finalised by the Collectors though 
the period of three months had 
already lapsed. In these cases the 
difference of stamp duty and 
registration fee as worked out by 
the SRs was~ 5.22 crore. 

After we pointed out the cases, 
the District Registrar (DR) 
Bhopal stated (November 2009) 
that four out of 30 cases have 

been decided and ~ 3.40 lakh was recovered and in the remaining cases, he 
stated that action was in progress. The Inspector General, Registration (IGR) 
intimated (February 20 l 0) that out of 308 cases pertaining to 10 SR offices, 
41 cases have been decided and action in 267 cases was in progress. 
Further progress has not been received (December 20 I 0). 

We reported the matter to the Government between June and November 2009; 
reply has not been received (December 2010). 

6.2.2 We observed in 25 SR offices2 between May 2007 and November 
2009 that in 369 instruments registered between June 2003 and March 2009, 
the market value as per guidelines was ~ 88.89 crore against registered value 
of~ 53.0 1 crore. The SR did not refer these instruments to the concerned 
Collector for determination of correct value of properties and duty leviable 
thereon. This resulted in short levy of stamp duty and registration fee 
of~ 3.29 crore. 

After we pointed out the cases, nine DRs3 stated (between March 2008 and 
April 20 I 0) in respect of 220 instruments that the cases against the executants 
had been registered and action is in progress. Seven SRs4 stated (between May 
2007 and September 2009) in respect of 42 instruments that the cases would 
be referred to the Collector of stamps. SR, Shujalpur stated (May 2009) 

4 

Bhopal, Budhni (Sehore), Chhindwara, Depalpur (Indore), Dewas, Dhar, 
Hoshangabad, ltarsi, Mandsaur, Neemuch and Ujjain. 
Alirajpur (Jhabua), Badwah (Khargone), Bhind, Bhopal, Dewas, Dhar, Dharampuri 
(Dhar), Itarsi (Hoshangabad), Jabalpur, Jhabua, Kalapipal (Shajapur), Khategaon 
(Dewas), Mahidpur (Ujjain), Manawar (Dhar), Mandia, Morena, Sardarpur (Dhar), 
Saunsar (Chhindwara), Sendhwa (Barwani), Seonimalwa (Hoshangabad), Shujalpur 
(Shajapur), Singori (Sidhi), Sironj (Vidisha), Ujjain and Vidisha. 
Barwani , Bhopal, Chhindwara, Dhar, Jabalpur, Jbabua, Mandia, Sid.hi and Ujjain. 
Alirajpur (Jhabua), Badwah (Khargone), Bhind, Kalapipal (Shajapur), Morena, 
Shujalpur (Shajapur), Sironj (Vidisha). 
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I 

in· respect of 46 out lf 47 instruments that the instruments were valued 
correctly. However, the! reply did not contain any specific justification on the 
basis of which valuation was done. In respect of one instrument he stated that 
diverted land in rural arba is to be valued at three times of agriculture land and 
accordingly valuation *as correct. We do. not agree with the reply because 
land and building undet commercial use, situated on the main road was sold. , 
Thus, it was required toi be assessed accordingly. SR, Sironj stated (May 2009) 
in respect of 13 instni:ments that the cases have already been sent to the 
Collector of Stamps. Hbwever, records in support of reply were not produced 
to audit. SR, Khategaorl stated. (August 2009) in respect of one instrument that 
the land was undevelopbd and there was a ginni.ng factory on the land 15 years 
ago. We do not agre~ with the reply because as per the recitals of the 
document, road, watet and electricity facility was available and as such, 

I the property should ha~e been assessed as developed land. Further, the IGR 
intimated (February ana March 2010) in the case of 46 instruments pertaining 
to five SR offices, thkt ~ 22,099 has been recovered ill" one case and in 
remaining cases, acti.ob was ·in progress. Further progress i.n the matter and 
reply of the IGR on remaining cases has not been received (December 2010). 

I . . . 
We reported the m~tter ·to the Government between June 2007 and 
December 2009; reply ras not been received (December 2010). 

~- :'.i?li"' .· 
6.3.]. We observed 
in three SR offi.ces5 

between November 
2007 and July 2009 
that ip case · of 24 
instruments of 
mortgage . executed 
by the colonisers 
between October 
2006 and March 
2009, the estimated 
expenditure to be 
incurred on the 
development of the 

. . I land/plots was not 
considered. However,

1 
registering authorities finalised the levy of duty and fee 

on the· basis of amounts mentioned in the instruments by ·the colonisers 
themselves, whereas th~ same should have been decided on the basis of the 

. I 

prevailing market value in the absence . of actual figures of development 
expenses. This result~d in short-realisation ofrevenue of~ 1.19 crore6

. 
. I 

5 

6 

I 

Bhopal, Indore ahd Ujjain . 
One instrument-~stimated development expenditure worked out to ~ 2.38 crore and 

I . ~ 
in 23 document~ market value of plots mortgaged worked out to " 19.02. crore. 
Duty and fee ofj~ 1.07 crore and~ 17.16 lakh totalling~ 1.24 crore was leviable 
where as ~ 4.97 lakh was levied. 

I 
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After we pointed out the cases, the DRs, Bhopal and Indore stated 
(November 2009) that the cases have been registered against the colonisers/ 
developers. The SR, Ujjain stated (July 2009) that necessary action would be 
taken after investigation. Further progress in the matter has not been received 
(December 2010). 

The fact remains that no ·efforts were made to ascertain the estimated 
expenditure and neither was any reference made to the higher departmental 
authorities in this regard. 

The Goverllllmelillt may conslide!l" p:rrescdbiing a mechanism in the Rules to 
cl!e1l:ermi:ne the vat]1llle of prnperty on development of fand by the 
colonisers/d.evellopers. 

We reported the matter to the IGR and the Government between December 
2007 and August 2009; their reply has not been received (December 20 I 0). 

63.2 We observed in three SR7 offices between December 2006 and 
June 2009 that m 
14 sale deeds registered 
between April 2005 and 
March 2009,. the 
constructed properties were 
sold jointly by the builders 
and the landowners as per 
agreements between them. 
However, these agreements 
involving land measuring 
24.75 acres, valued at 
~ 37.08 crore in accordance 
with . market value 
guidelines were not got 
registered. This resulted in 
non-realisation of stamp 
duty. and registration fee 

After we pointed out the cases, the DRs, Bhopal and Indore stated (November 
2009) in respect of 10 documents that cases against the executants had been 
registered and action was in progress. SR, Gwalior stated (August 2007) 
in respect of four documents that necessary action would be taken 
after investigation. Further progress in the matter has not been received 
(December 2010). 

We reported the matter to the IGR and the Government between February 
2007 and July 2009; their reply has not been received (December 2010). 

7 Bhopal, Gwalior and Indore. 
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We observed in 
three District Mining (DM) 
Offices8 between February 
and July 2009 that Madhya 
Pradesh . State Mining 
Corporation (MPSMC) sub­
leased the right · of 
extraction and sale of sand 
to 13 contractors for one 
yea! between· November 
2004 and June 2009 and 
ene contractor from March 
2006 to June 2007 for 
~ 18.09 crore. · It was, 
however, seen · that the 
agreement to the effect was 
executed on stamp paper of 
~ 50 in one case and~ 100 

· each in the remaining cases 
against the leviable stamp 

.....___:_:__:::_:__:::_:__::~!:Li , duty of ~1.43 · crore and 
I 

registration fee of~ 3.42. lakh. The department did not initiate any action for 
levy of correct stamp d~ty and registration fee. This resulted in short levy of 
stamp duty and registration fee of~ 1.47 crore. 

After we pointed ou~ the cases, · the District Mining officer (DMO), 
Narsinghpur stated (May 2009) that matter would be forwarded to the 
MPSMC and the SR atld action would be taken as per rule. DMO, Jabalpur 

. stated (July 2009) that dction would be initiated after obtaining information in 
. I ., 

the matter from the MPSMC. DMO Khargone had not furnished any reply 
(December 2010). I 

. I 

We reported the matter }o the Director, Geology and Mining (D~M), ~GR anc;l 
the Government between November and December 2009; thelf replies have\ 

• . I 
not been received (December 2010). 

6.4.2 We observed in ~hree DM Offices9 between April 2007 and November 
2009 that 53 trade quairies were auctioned for two years for contract money 
of~ 58.65 lakh per year. Accordingly, stamp duty and registration fee of 

I 

~ 9.38 lakh and ~7.05 f lakh respectively was leviable on these agreements. 
It was however,· seen that stamp duty and registration fee of ~ 5.59 1akh 
and. ~ 2.01 lakh res~ectively was levied due to computation mistake. 
This resulted in short foyy' of stamp duty and registration fee of~ 8.82 lakh. 

I . 
After we pointed out the cases, the DMO, Burhanpur stated (November 2009) 
that demand notice iould be issued to the contractor. DMO, Datia 

. . . I 

sta~ed (September 2qo9) that the cases had been referred to the · 
I 
I 

9 
Jabalpur, Khargonel and Narsinghpur 
Burhanpur, Datia id Seoni 

·8 
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Registration Department for recovery. DMO, Seoni stated (March 2009) 
that matter would be forwarded to the District Registrar and action would be 
taken accordingly. Further progress has not been received (December 2010). 

We reported the matter to the DGM, IGR and the Government between 
December 2009 and February 201 O; their replies have not been received 
(December 2010). 

6.4.3 We observed in three SR Offices10 between May and July 2009 that in 
case of 10 documents of lease deeds registered between April 2007 and 
March 2009 stamp duty and registration fee of ~ 14.78 lak.h was leviable 
but the registering authorities l evied~ 10.56 lakh only by treating lesser period 
of lease in one case while there was mistake in computation in nine cases. 
This resulted in short realisation of stamp duty and registration fee 
of~ 4.22 lak.h. 

After we pointed out the cases, the DRs, Bhopal and Sagar stated (between 
July and November 2009) that the cases against the executants had been 
registered and action was in progress. The IGR intimated (March 20 10) in 
respect of eight cases of Dewas office that the cases against the executants 
had been registered by the DR. Further, progress has not been received 
(December 2010). 

We reported the matter to the Government between May and August 2009; 
the reply has not been received (December 2010). 

6.5 Short levy of stamp duty and registration fee on instruments 
of power of attorney 

Schedule 1-A of the IS Act, provides that 
when power of attorney (POA) is given 
without consideration and authorising the 
agent to sell, gift, exchange or permanently 
alienate any immovable property situated in 
Madhya Pradesh for a period not exceecting 
one year, duty of ~ 100 is chargeable on such 
instruments. Further, when such rights are 
given with consideration or without 
consideration for a period exceeding one year 
or when it is irrevocable or when it does not 
purport to be for any definite term, the same 
duty as a conveyance on the market value of 
the property is chargeable on such instruments. 

We observed in 22 SR 
offices 11 between 
March and December 
2009 that out of 110 
instruments of POA 
registered between 
February 2006 and 
March 2009, in 77 
documents, though the 
power to sell, gift, 
exchange or 
permanent alienation 
of immovable 
property was given, 
but there was no 
mention m the 
documents to show 

whether the POA was without consideration for a period not exceeding one 

10 

I I 
Bhopal, Bina (Sagar) and Dewas 
Barwani, Bhind, Bhopal, Bina (Sagar), Depalpur (Indore), Dewas, Dhar, Kailaras 
(Morena), Khategaon (Dewas), Kurwai (Vidisha), Maheshwar (Khargone), Mahidpur 
(Ujjain), Malhargarh (Mandsaur),Manasa (Neemuch), Mandsaur, Morena, Shajapur, 
Singroli (Sidhi), Seonimalwa (Hoshangabad), Shujalpur (Shajapur), Timami (Harda) 
and Vidisha. 
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I 

year and in 30 instrumeJts, the POA was irrevocable and in ~o instruments 
POA was with considera~ion while in one instrument period was mentioned as 
10 years. In these cases, /stamp duty and registration fee of~ 1.46 crore was 
leviable in accordance with the above provision. However, we noticed that in ' 

·I 

all these cases, the instruments were treated as POA to sen without 
consideration for a period not exceeding one year and duty was levied at the 
rate of~ 100 in.each cas~. This resultedin short leV;r of duty and registration 
fee of~ 1.46 crore. I · 

I 

After we pointed out thb cases, the SR, Depalpur stated (August 2009) in 
respect of five cases that period of one ,year was mentioned in the document 
and mentioning the docfunent as irrevocable does not attract higher rate. of 
duty. We do not agree Jrith the reply in view of section 6 of the Act which 
stipufates that when an ~strument faHs within two or more descriptions and 
the duty chargeable is different, highest of such duty is leviable. As duty on 
irrevocable PQA is highcir than without consideration for period not exceeding 
one year and documedts fall within· both descriptions,. higher ·duty was 
chargeable'. The SR, Shdjapur stated (December 2009) in respect of one case 
that the POA was corrept according to the notification issued from time to 
time. We do not agree f with the reply because the SR did not specifically 
mention any notification! in his reply. Ten SRs 12 stated (between March 2009 
and January 2010) in tespect of 51 instruments that the cases would be 
referred to the Collector :of Stamps. Nine DRs 13 stated (between July 2.009 and 
February 2010) in resf>ect of 53 instruments that the cases against the 
executants had been regrstered and.action was in progress. Further progress in 

· the matter has not _been rr ceived (December 2010). . . _ 

We reported the matter to the IGR and the Government between April 2009 
and January 2010; their ~eply has not been received (December 2010). 

. I 

·stamp 

12 

13 

14 

·6:~r:~~@~nt'.~'t\st~mrixd~%Y··a ,lgi~t~~~i«: 
I 

6.6.1 We observed in 
12 SR offices14 between 
March and November 
2009 that 216 documents 
executed in favour of the 
persons displaced due to 
NVD Prpj ect were 
registered between 
January 2005 and March 
2009. We observed that 
on accoUn.t of execution 
of above documents, 

duty and registration fee of ~ 65.24 lakh was reimbursable to 
I 
I 

.Barwani, Bhind, Kailaras (Morena), Khategaon (Dewas), Kurwai (Vidisha), 
Maheshwar (Khargbrte ), Manasa (Neemuch), Morena,· Seonimalwa (Hoshangabad) 
and Shujalpur (Shaj~pur). · , 
Bhopal, Dewas, Dh~r, Harda, Mandsaur, Sagar, Sidhi, Ujjain, Vidisha. 
Bagali (Dewas), / Bhikangaon (Khargone), Budhani (Sehore), Burhanpur, 
Hoshangabad, Jhaliua, · Khategaon (Dewas), Maheshwar (Khargone), Manawar 
(Dhar), Nasrullahgdnj (Sehore), Seonimalwa (Hoshangabad) and Timami (Harda). 

I 
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the · Government by · the NVDA, but the same was not reimbursed. 
However, demand/letter/reminders had been issued by the respectivy SRs in 
181 cases against/to the NVDA, except SRs Burhanpur, Hoshangabad 
and Manawar in 35 cases. This resulted in non-realisation of revenue 
of~ 65.24 lakh. 

After we pointed out the cases, the IGR intimated (February 2010) that out of 
80 cases pertaining to Budhani, Hoshangabad, Seonimalwa and Timami 
offices, recovery of ~ 1.09 lakh in two cases has been effected and in the 
remaining cases, action was in progress. Remaining DRs and SRs stated 
(between March 2009 and January 2010) that necessary action would be taken 
for reimbursement of stamp duty and registration fee. Further progress has not 
been received (December 2010). · 

We reported the matter to the IGR and the Goveniment between April and 
December 2009; reply from the Government and further reply from the IGR 
on the remaining cases have riot been received (December 2010). 

6~6.2 We observed in SR offices Dhar and Depalpur (Indore) in July 
and August 2009 that 
79 documents15 were executed/ 

: registered between March 2008 
· and March 2009 in favour of the 
persons displaced due to Auto 
Testing Track Project, 
Pithampur (Dhar).- We further 
observed ·that stamp duty and 
registration fee of~ 63.57 lakh 
inv~lved · m the_ -above 
documents . was reimbursable to 
the Commercial Tax Department 
but .. the same was not 
reimbursed, although demand in 
all cases except two cases of 
Depalpur and 12 cases of Dhar 
involving~ 10.64 fakh had been 
issued betWeen 
April 2008 and March 2009. 

\ In one case the demand was raised only for ~ 40,000 in place of~ 1.40 lakh. 
This resulted in non-realisation of revenue of.~ 63.57 lakh. 

After we pointed out the cases; the DR, Dhar stated in December 2009 that 
recovery has been made in all 62 cases of SR, Dhar, while the SR, Depalpur 
stated in August 2009 that action to raise demand would be taken in two cases 
and reminder would be issued in remaining 15 cases. Further progress has not 
been received (December 2010). 

We reported the matter to the IGR and the Government in Augtist and 
September 2009; their reply has not been received (December 2010). 

15 Depalpur (17 documents) and Dhar (62 documents). 
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i 

1. 

2. 

3. 

Total 

20 
September 2007 
and October 2008 

2 
July 2007 and 
February 2008 

2 
November 2008 
and 
March2009 

§. 
March 2007 and 
September 2008 

J 
April 2007 and . 
August2007 

33 

-::·-. 
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Purpose of loan 
was other than· 
agriculture, hence 
exemption was not 
admissible. 

Loan obtained by 
persons other than 
agriculture 
landholders. 

Loan amount in 
each case was more · 
than ~ 10 lakh, 
therefore, 
exemption was not 
admissible. 

574;63 

51.57 

87.66. 

116.30 

41.00 

871.16 

6.7.:n. We observed 
in: four SR offices16 

between May and 
September 2009 · 
that irregular 
exemption from 
payment of stamp 
duty in 26 cases 
and short levy 
of stamp duty in 
seven cases 
resulted . in non/ 
short levy of stamp 
duty of ~ 36.71 
lakh as per details 
given befow: 

28.73 
Nil 

2.58 

0.81. 

4.38 
1.11 

2.33 
Nil 

0.82 
0.21 

38.841 
2.13 

28.73 

1.77 

3.27 

2.33 

0.61 

36.711 

After we pointed out the/ cases, the DR Bhopal stated (November 2009) in 
respect of. nine instances, that the cases had ·been registered for recovery. 
SR, Hoshangabad stated [(June 2009) in respect of 12 cases that loan was 
granted by Co-operative [Bank in nine cases, in one case the purpose of 
loan was purchase of jeep and in one case duty at the rate of two per cent 

I 
16 I 

Bhopal; Bina (Sagar), Hoshangabad and Obedullaganj (Raisen). 

I . . . . 
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was charged while in respect of one . case, it was stated that necessary 
· action would be taken. We do not agree with the reply because no concession 
was allowable in such cases under the Government notification dated 
25 September 2006. In respect of the remaining nine cases, SR, Obedullaganj 
stated (September 2009) that necessary action would be taken. The IGR 
intimated (March 2010) in respect of three cases of SR, Bina (Sagar) that DR, 
Sagar has finalised the ·cases. Further · progress has not been received 
(December 2010). 

We i·eported the matter to the Government between May and September 2009; 
reply has not been received (December 2010). 

6.1.2· We observed in SR, Rajgarh in March 2009 that an instrument of sale 
deed of a cold storage acquired by 
Madhya Pradesh · Financial 
Corporation was registered in 
February 2006. The recitals of the 
instrument and application for 
grant for remission submitted by 
the purchaser company to the 
Collector revealed that total 
purchase price of building and 
machineries was < 33 lakh 
and< 10 lakh respectively, totalling 
< ,43 lakh. As remission was not 
admissible on · purchase of cold 
storage, stamp duty. of 

< 3.87 lakh and registration fee of.< 34,545 was leviable on the instrument. 
However, we noticed that instniment was valued at< 33 lakh; stamp duty was 
exempted and registration fee of < 26,545 only was levied treating the cold 
storage as productive unit. This resulted in irregular exemption from payment 
of duty and short levy of registration fee of< 3 .95 lakh. 

After we pointed out the case, the IGR intimated (March 2010) that the case 
against the executant had been registered by the DR, Rajgarh and that he has 
been directed for early disposal of the case. Further progress has not been 
received (December 2010). 

We reported the matter to the Government in May 2009; their reply has not 
been received (December 2010). 
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We observed in SR, Dhar 
in July 2009 that an 
· instrument of assignment 
of debt of ~ 8.91 crore 
executed in favour of an 
Asset · Reconstruction· 
Company was registered 
in·April 2008. Stamp duty 
of ~ 18.71 lakh was 
1evi~ble · as per the above 
provisions. However, we 
noticed that duty of ~. one · . 
lakh only . was levied by 
applying incorrect rates. · 
This resulted in short 
levy/realisation of stamp . 
duty of~· l 7.7lfakh. 

After we pointed out the 
case, the IGR intimated 
(March 2010) that the 
case .against the executant 

. . I . . , had been registered.b~ the 
DR and act10n was m ·progress. Furth'er progress has· not been received 

· (December2010). . · j ·. . .· . . . ·.· . .· 

We reported the matter to the Government m September 2009; reply has not . . . . . I . . . . 
been received {December 2p10). 

. . . I . 

We observed in. SR offices 
Bhind and Bhopal between 
Jurie and September 2009 · 

. that in 13 cases, 
memorahdum or writings 

.· relllted to deposit of the title . 
deeds, securing an amount 
of ~ 51 crore ·were 
registered between June 
2008 and February2009 on 
whi.ch stamp duty of· 
~. 21.85 lakh was leviable. 
However, we noticed ·.that · 
stamp duty of ~ 5.59 lakh 

· · .. . . .. . .. . • only was levied by applying 
incorrect rates/by charging ~uty only on additional amount of the agreement. 
This resulted in short levy of duty of~ 16.26 Jakh. 
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After we pointed out the cases, the SR, Bhopal accepted the audit objection in 
one case and in respect of remaining nine cases it was stated (June 2009) 
that action would be taken after investigation while the SR, Bhind in respect of 
three cases stated (September 2009) that action would be taken after seeking 
information from the bankers. Further progress in the matter has not been 
received (December 2010). 

We reported the matter to the IGR and the Government between July and 
November 2009; their reply has not been received (December 2010). 

6.10 Short levy of stamp duty and registration fee due to 
misclassification 

Under the IS Act, stamp duty is leviable on 
instruments as per their recital at the rates 
specified in schedule 1-A or prescribed by 
the Government through notifications. 

We observed in four SR 
Offices 17 between 
September 2008 and July 
2009 that there was 
misclassification of 
documents in 12 cases 

resulting in short levy of stamp duty and registration fee of ~ 7. 71 lakh as 
mentioned below: 

(~in lakh) 

SI. No of cases Nature of irregularity Stamp duty and Stamp duty and 
No. registered registration fee registration fee 

between leviable/ short levied 
levied 

I. J Agreement to sell without 4.57 4.1 7 
May 2007 and mention of possession 0.40 
March 2009 treated as agreement to sell 

without possession. 

2. ~ Gift treated as Co-ownership 3. 10 1.87 
April 2007 and deed. 1.23 
February 2009 

3. i Gift treated as partition. 1.46 1.00 
April 2007 and 0.46 
October 2008 

4. l Lease cum builder 0.56 0.45 
January 2008 agreement treated as lease 0.11 

only. 

5. l Gift treated as settlement. 0.55 0.22 
March 2008 0.33 

Total 12 10.24 7.71 
2.53 

After we pointed out the cases, four SRs in respect of 11 cases stated between 
September 2008 and July 2009 that cases would be referred to the Collector of 
stamps. While DR, Dewas stated (March 2010) in respect of one case that 
action was in progress. Further progress has not been received 
(December 20 I 0). 

We reported the matter to the IGR and the Government between July and 
September 2009; their replies have not been received (December 2010). 

17 Dewas, !tarsi (Hoshangabad), Shujalpur (Shajapur) and Singroli (Sidhi). 
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Test check of the records I of 36 units relating to entertainment duty revealed 
loss of revenue and other I irregularities involving ~.2.03 .crore in 3,979 cases 
which fall under the following categories: · 

- I · ~nllll ciroire) 

:Il.. 

2. 

3. 

~,c· 
Non/short deposit Jf entertainment duty 
by the proprieto~s of VCRs/Cable 
operators. j - . 

Non realisation of ~ntertainment duty. 

Incorrect exemptidn from payment of 
entertainment duty J 

I 

41. Evasion of enteruiinment· duty· due to 
non-acccountal of tickets. 

I 

5 Others. 

1'ofail' 
I 

481 0.13 

1,453 0.49 

11 0.002 

89 0.30 

1,945. 1.11 

3,979 2.@3 

During the course of/ the . _yea~ 2009-10, ilie ~epartment accep~ed 
underassessment and other defic1encrns of~ 1.57 crore m 2,650 cases, wh:1.ch 

I . 

were pointed out in 1audit during the year 2009-10. An amount 
of ~ 19 lakh was realised in 264 cases. . I 

A few illustrative cases inyl' olving ~ 81.45 lakh are mentioned in the following 
paragraphs. · 

I 

I 

I 
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We · observed from the 
records of five . Assistant 
Excise · Commissioners 1 

(AECs) and 14 District 
Excise Officers2 (DEOs) 
between December 2008 and 
February 2010. that the 

.. entertainment duty of~ 32. 77 
.· lakh was not deposited by 
781 cable operators and 
23 proprietors· of hotel or 
lodging houses providing. 
entertainment through cable · 

service during April 2007 to January 2010. The department also did not take 
any action for recovery of the dues. This resulted in non-realisation of duty 
of~ 32.77 lakh. 

After we pointed out the cases, the AEC Gwalior stated (January 2010) that 
~ 1.04 lakh had been recovered in 34 cases and action was in progress in the 
remaining cases. Other AECs and DEOs stated between December 2008 and 
February 2010 that action for recovery was being taken. We have not received· 
any further report (December 2010). 

We reported the matter to the Excise Commissioner (EC) and the Government 
(between February 2009 and March 2010); their replies have not been 
received (December 2010). 

2 
Bhopal, Gwali.or, Indore, Jabalpur and Ujjain. . 
Betul, Chhatarpur, Dhar, Dewas, Hoshangabad, Khargone, Paima, Rajgarh, Shahdol, 
Satna, Sheopur, Shivpuri, Sidhi and Shajapur. 
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Chapter- VII: Entertainment Duty 

We observed from the 
records of five AECs3 and 
SIX DEOs4 between 
December 2008 and 
December 2009 that 70 
proprietors of cinema 
houses collected ~ 90.88 
lakh between April 2007 
and ·March 2009 · from sale 
of tickets for provid:i.ng 
facilities to spectators in the 
cinema houses. The details 
of facilities provided in 
cinema halls and accounts 
of , expenditure thereof 
certified by the CA were 
not submitted by the 
proprietors to the Collectors 
within the prescribed 

. .:r' .:. • . . . . period, yet no action was 
· ,. Jt;;i;. • · · .·· :.. ' taken by the department for 

levy of the ED on this! amount. This resulted in non-realisation of the ED 
of~ 29.15 lakh. 1 

· 

I . . 
After we pointed out the cases, all the AECs and DEOs stated between 
December 2008 and Dedember 2009 that returns were being received from the 
proprietors of the cinem~ haUs. The replies do not ·explain why action was not 
taken to recover the ent~rtainment duty in case of non-receipt of duly audited · 
details within the prescribed period i.e. 30 June of the following financial year. 

··We reported the matte~ to the EC and the Government (between February 
2009 and March 201 O); their replies have not been received (December 2010). 

I . 

We observed from the records of 
AEC. Bhopal and 15 DEOs5 

between December 2008 and 
,. February 2010 that 

advertisement tax of~ 19.53 lakh 
. for the period from April 2005 to 
·• . January 2010 was -neithe~ paid 

by 2,139 cable operatorfand six proprietors of video operators nor any action 
to levy/realise th~ tax was taken by the department. 
This resulted in non-real1sation of advertisement tax of~ 19.53 lakh. 

4 

5 

I 
I. . 

Bhopal, Gwalior, Jabalpur, Indore and Ujjain . 
Balaghat, Khargone) Narsinghpur, Shivpuri, Seoni and Vidisha 
Barwani, Balaghat, Bhind, Burhanpur; Chhindwara, Damoh, Datia, Harda, Katni, 
Khandwa, Rajgarh, Sehore, Shi\rpuri, Tikamgarh and Vidisha 

. . ··I . -.. 
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Afterwe pointed out the cases, the EC in January 2010 stated that although the 
advertisement tax on cab.le operators is not leviable under the provisions of 
the Act, a letter had been issued (August and December 2009) to the 
administration department to apprise with the comments of the Law 
department. The reply is not acceptable as the provision under the Act do not 
preclude cable operators/video operators exhibiting advertisements from 
liability of paying tax. 

W_e reported the matter to the Government between December 2009 and 
March 2010;. their replies have ~ot been received (December 2010). 
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I . 

Test check of the records of eight1 units relating to Electricity Duty revealed 
non/ short realisation ana foss of revenue of electricity duty, fees and cess and 
other irregularities involvj1 mg~ 562.60. crore in one case as under: ·· 

~iil!Il cirnire) 

JI. lLevy amll collll~diiol!Il of ellectdciify 
idlunfy fees al!Ilidl c~ss (A Review). 

I 

JI. 562.6@ 

!l!'otall JI. 562.6@ 
I 

After ·issuance of insJection reports, the Energy Department recovered 
~ 16.03 lakh in full in o~e case during the year 200Q.-10. 

I 
A review of "JLevy ainHdl colillectt:iil[])!ID. l[J)Jf iellec1l:l!"idty dhrnll:y~ fees mndl ciess" 
involving money valu6 f 562.60 crore is ·mentioned in the foUowing 
paragraphs. I 

I 
I 

~~~~~~~~~~~I ~- . 
As per audit plan fJr the year 2009~ 10, ten units were planned for the year out of 
which eight units wdre audited which comprised of22 divisions and sub-divisions. 

. I . 
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I 8.2 Levy and collection of electricity duty, fees and cess 

I Highlights I 
Blocking of revenue due to irregular retention of Government money by 
DISCOMs ~ 997.39 crore. 

(Paragraph 8.2.8.1) 

Inaction of the department resulted m non-levy of electricity duty 
of~ 3.73 crore. 

(Paragraph 8.2.8.2) 

Absence of provision for submission of check list to verify the electrical 
consumption resulted in short realisation of duty of~ 10.97crore. 

(Paragraph 8.2.9) 

Absence of any time limit for periodical assessment of dutiable and non­
dutiable consumption resulted in non-levy of duty and cess of~ 6.92 crore. 

(Paragraph 8.2.11) 

Lack of prov1s1on for security deposit resulted in non-levy of duty 
of~ 3.15 crore 

(Paragraph 8.2.12) 

I s.2.1 Introduction 

There are three major components of receipts of the energy department in 
Madhya Pradesh (MP) viz: electricity duty, energy development cess and 
inspection fees. Electricity duty (ED) is regulated under the Madhya Pradesh 
Electricity duty (MPED) Act 1949 and the Rules framed thereunder. 
Every distributor and producer of electrical energy shall pay every month to 
the State Government, at the prescribed time and in the prescribed manner, 
a duty, calculated at the specified rate, on the units of electrical energy sold 
or supplied to a consumer or consumed by himself for his own purposes 
during the preceding month. 

Under the MPED Act, the distributor of electrical energy i.e. State Electricity 
Board shall deposit the duty in the Government account for the energy sold or 
supplied. Units which generate electrical energy for their own consumption 
i.e. captive power plants, are also required to deposit ED directly into the 
Government account provided the capacity of generation is more than 10 KW. 
The amount of duty due and remaining unpaid shall carry interest at such rate 
and in such circumstances as may be prescribed and shall be collected as 
arrears of land revenue. Every distributor and producer of electrical energy 
shall submit to the Electrical Inspector (ED along with the treasury receipt, 
a monthly return in Form "G". Energy development cess is also leviable on 
sale or consumption of electrical energy under Madhya Pradesh 
Upkar Adhiniyam 1981. Further, fee for inspection of the electrical installation 
is levied and collected under the Indian Electricity Act 1910 (amended in 
2003) and Indian Electricity Rules 1956. The receipts of the department are 
deposited under the Major Head "0043-Taxes and duties on electricity". 
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We conducted a review of levy and collection of electricity duty, inspection 
fees and cess in MP which revealed a number of system and compliance 
deficiencies. These are mentioned in the succeeding paragraphs. 

I 8.2.2 Organisational set up 

Chief Electrical 
Inspector 

(CEJ), Bhopal 

Superintending 
Engineer (FJS) 

Jabalpur 

Divisional 
Electncal 
Inspector, 
Gwalior 

Divisional 
Electrical 
Inspector, 

Rew a 

Divisional 
Electrical 
Inspector, 

Chhindwara 

Divisional 
Electrical 
Inspector, 

Sehore 

' Divisional 
Electrical 
Inspector, 

Uijain 

Superintending 
Engineer 

(FJS), 
Indore 

Divisional 
Electrical 
Inspector, 

Ratlam 

Divisional 
Electrical 
Inspector, 
Khandwa 

The organisation is headed by the Chief Electrical Inspector (CEI) while the 
Secretary of the energy department is the head at the Government level. 
The CEI is assisted by two Superintending Engineers (SE Electrical/Safety), 
seven Divisional Electrical Inspectors (DEI, E/S) at the district level and 
34 Assistant Electrical Inspectors at the sub divisional level for conducting 
inspection of electrical installations. They are responsible for ensuring 
correctness of the levy and collection of duty, cess and inspection fees in 
respect of captive and non-captive consumers of electricity and electrical 
installations respectively. 

I s.2.3 Scope of Audit 

We examined the records of 22 out of a total of 44 units of CEI/DEI/SE/AE 
for the last five years (2005-06 to 2009-10) between September 2009 
and February 2010 and information was collected upto August 2010. 
The units were selected on the basis of simple random sampling method. 
During the course of the review, we also collected information from 
the Distribution Companies (DISCOMs) as well as other departments/bodies 
for cross verification with the records maintained by the CEI. 

I s .2.4 Audit objectives 

The review was conducted with a view to: 

• assess the efficiency and effectiveness of the system of the levy and 
collection of ED, fee and cess; 

• ascertain whether statutory inspection of the electrical installations was 
being carried out and fees for such inspection was realised on time; and 

• assess whether an adequate internal control mechanism existed to 
ensure proper realisation of duty, fee, interest and cess. 
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I s.2.5 Acknowledgement 

The Indian Audit and Accounts Department acknowledges the co-operation of 
the Energy Department for providing information and records to audit. 
An entry conference to discuss the audit objectives and scope of audit was 
held in April 2010 in which the Additional Secretary of the department along 
with the representative of the CEI together with the Accounts Officer was 
present. The exit conference was held in September 2010 in which the 
Secretary, Energy Department together with the CEI participated. Reply of 
the Government has not been received (December 2010). 

I s.2.6 Trend of revenue I 
The Budget Manual provides that the estimates should take into account only 
such receipts as the estimating officer expects to be actually realised or made 
during the budget year. The Budget Manual clearly states that if the test of 
accuracy is to be satisfied, not merely should all items that could have been 
foreseen be provided for, but also only so much, and no more should be 
provided for as is necessary. 

The trend of revenue of Electricity Duty Receipts during last five years ending 
31 March 2010 is as under: 

(~in crore) 

Year Revised Actual receipts Actual receipts Percentage 
estimates (As per (As per Finonce Increase(+)/ 

(RE) Depamnental Acco•lllS) decrease(-) over 
Fig•res) 8 Es (Finance 

Accounts) 

2005-06 843.42 842.2 1 842.27 (-) 0.14 

2006-07 763 .36 892.15 714.55 (-) 6.39 

2007-08 832.00 943 .73 626.08 (-) 24.75 

2008-09 900.00 926.37 343.06 (-) 61.88 

2009-10 2464.40 973 .80 2,146.49 (-) 12.90 

Source: As furnished by the Department and Finance Accounts of 
Government of Madhya Pradesh for the years 2005-06 to 2009-10. 

The variation between revised estimates and actual receipts ranged between 
(-) 0.14 and(-) 61.88percent. 

The figures of actual receipts furnished by the department are at variance with 
the Finance Account figures. We observed that the arrears pending with the 
Distribution Companies have been shown as actual receipts by the department 
whereas such amount has not been credited in the Government account under 
the Major Head 0043 during the year 2007-08 and 2008-09. The CEI stated 
that the receipts during 2009-10 included the revenue realised in previous 
years but adjusted in the current year. 
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Year 

(1) 

2005-06 

2006-07 

2007-08 

2008-09 

2009-10 

Chapter- VIII : Electricity Duty 

Contribution of receipts from taxes and duties on 
Electricity to total tax revenue 

(~in crore) 

Total tax revenue Taxes and duties on Percentage 
Electricity contribution 

of (3) to (2) 

(2) (3) (4) 

9,114.70 842.27 9.24 

10,473.13 714.55 6.82 

12,017.64 626.08 5.21 

13,613.50 343.06 2.52 

17,272.77 2,146.49 12.43 

Source: Finance Accounts of Government of Madhya Pradesh for the years 
2005-06 to 2009-10. 

The percentage contribution of the receipts under Electricity Duty, fee and 
cess to the total tax receipts in the State registered a sharp increase during 
2009-10.This was due to the adjustment of the receipts of the last two years 
during 2009-10. 

Minor head wise analysis of receipts under Major 
Head 0043 during the last five years 

2000 

1600 

~ 1200 
0 ... 
u 
.E .... 800 

400 

0 
2005-06 2006-07 2007-08 2008-09 2009-10 

1•101 (RE) •101 (AR) 0102(RE) 0102(AR) •soo(RE) asoo (AR) I 
Minor head 101 comprises of tax on consumption and sale of electricity, 
102 includes fees under the Indian Electricity Rules and 800 covers energy 
development cess. These three minor heads constituted an average of 99 per 
cent of the total receipts under MH 0043 during the last five years. 

We observed that the actual receipts under minor head 101 registered 
a shortfall as compared to the estimates in three years (2006-07, 2007-08 and 
2008-09) while it showed a sharp increase in 2009-10 as compared to the 
estimates. Receipts under inspection fees (minor head 102) registered an 
increase in four years as compared to the estimates while receipts under 
energy cess showed an inconsistent trend. 
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C
1

!!~~~t~ll~~~~; 
given below: 

2005-06 27.97 2.71 

2006-07 32.85 6.18 

2007-08 26.67 5.85 

2008-09 20.82 1.10 

2009-10 19.72 .1.71 
. . 

The position of outstanding 
revenue relating to captive power 
plants including the ED, fee and 
cess during the last five years 
ending 31st March 2010 1s 

(~in crore) 

25.26 15.34 

26.67 11.07 

20.82 5.90 

19.72 13.86 

25.54. 14.34 

We obs~rved that the receipts during the year as compared to the outstanding. 
arrears varied between 5.58 per cent and 28.09 per cent during the last five 
years. An amount of ~ 25,54 crore· was outstanding as arrears as on 
March 2010 of which ~ 14.34 crore ·was outstanding for more than five years. 
When we enquired whether any demand was raised to recover the arrears 
during the last five years, the CEI stated that demand notices were issued 
but he could not furnish the year wise figures. We als9 noticed that though 
no demand notices were issued during the year 2005-06, yet the increase 
of~ 7.59 crore was shown in the opening balance (OB) of arrears in 2006-07. 
The CEI accepted (May 2010) that it was a mistake. The CEI also 
accepted that there was no time bound action plan for recovery of the arrears. 
'fllne Ad «lloes JlllOt pirnviide ~m.y time llimiit ll:o !repo!rt tllne anemr cases tt!J) the 
Jrevenlll!e d!epairtment noll." (\Roes it. vest the d.epartmentall oJflficelt"s with 
tlhe 1p111JJwer @f T2hsildars to facilitate expeditious recl!llvecy of alt"lt"eaJrso 

1llllle Govel!"llllmellllt may coJlllsndel!" pn~scribing a peJrfodk l!"dlll!lt"l!ll by tllne E][s 
t!:t!J) the CEI/G(orveirllll.me:rmt!: onn posill:fon l!Dtf mrlt"earno 

'Jflhle G@veJrllll.me!Illt!: may als® co!llsider eittb.eJr Jpnrescrilbing ttllne time lb1mll.t folt" 
Jreporting the arrear cases tto the Irevenue .. department oir vest tlhle 
idlepal!"l!:mennfail @ffkeJrs with 1!:l!ne p@wers @f 'f alllsild!alt"s 11:({]) fa\\!ilitat!:e 
expediti@1!lls rect!J)very of aniea!l"So . . 
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I - tf\'tY;~t~P.~~~~i1¢1ic.t·~~IO!i-.R4::. 
every pr<;}duCer shall. suoinit. fo the ::In . . . 

:~~,~~~~:~~~~~:i%~~.; 
·::~;·of duty \Vith levi~l?le ~~cl no11~levial;?.l.~ .;. 
~~;. pori§.ll;W-P.t~~v· .. afi<l·.r.~in:·~#tta.r1t~~~~·~~P.···1··• ·• 
•s:•;.",;Foriif 'K' :·~9ritaipiiig' . .inf 9rina:tion .. ()f ·duty 

<s;B~x~21~, i~~tr )P:~~~i::.~n9:~12a1~ni~· .J¥·~~h 
• ·: :· .. interest · p~id ··.for each fiwmcfal .. year. .·. • ... 
%;: ·.• .. :t\§::P~iJ'1~cihYci ···ier~d~s~'d're~S,~&.:90~~···,. 
.•• JQMPJ~), w-.9,rley\:.~~Il~pfod;r:~ciri • 15e~alf ~!"'· ·· 
... ine~· Govertillierif 'shall. he ·remitted:. 

" ~~~Y:~i1~1:1t;~~co.~t.wi\ifotiijqel{+J'·t······ 

Three DISCOMs2 

Chapter- VIII : Electricity Duty 

VVe @lbse1rvedl that nno 
m®Illlitam1.nng meclillannnsmm 
existed[ nnn the d!e][ll31Jrtmennt 
to enns11J1ire that m.ontllnlly/ 
airnnn mlll iretlll!irnns aire 
submmntterll inn time mull in 
tlille prescribed fo1rmat. 
Fuutlmeir, tlne1re ns nn® 
peirfoa:U.cail retmrn 
p1resc1rilb~dl. Jfrnm tlffie CJEI 
to tlhle G([)vernmennt 
1regm1rdillJlg duty payable, 
paid! anidl lbiailaumce t(!]) lb>e 
deposited!. Some instances 
of loss of revenue due to 

J'·.·· ,,, ;;.·;::1,::;;,:,r' 'f!!b ... ··.•~:·:/j.. . )'>1,)1\./'' < 17'4+'';'+·;,, .• 1,, : We observed from the 
.• ::, §very,di§tr11Jiltor Qfi ¢lecttjpal enefg)r I an4, records of the CBI that the 
:;~z~'1etYJJr9~hl8~~.:~·~~i!~ .. Pay -·#ve~*~mo~W'ib:':: annual returns in form 'IC 
'/the State·u.G9yernment, atthe1 pre~cnbed were not submitted by the 

~~~~&:~i4~~'A\,P,1~~~~d;~~~1(~~·~ ~~~o,:h!~, :O:~:i 
c'.;~'of:electr1c~l 1ener~ydsold;or suppJ1e.tl:Jp''a> submitted in the prescribed lf ~aJt~ca~1i~~r?i~}~~:~;~~~~ ::·~c~dsth~e ·~~;~: n~! 

·· :<:1(i . .t;15 . 1 ' ' ;c1:' · .: in a position to assess the 
, I . duty payable, paid and 

balance at the end of each year. We observed that the electricity duty and cess 
collected by the DIScCOMs were not deposited timely in the Government 

. account. When we req~ested for the information (July 2010), the CBI did not 
I 

provide the required ipforrnati.on regardiIJ.g the payment/adjustment of dut)r 
and cess· collected by tpe DISCOMs in 2005-06 and 2006-07. However,. from 
the information collected from DISCOMs, we observed that electricity duty 
and cess of~ 2,176.02/crore was coUected by the DISCOMs from 2007-08 to 
2009-10 and of this·~ l,6~1.60 crore was deposited in the Government 
account after a delaJ1 rangmg between 12 and 36 months. As a result, 
this amount remained outside the Government account for that period. 
Due to this irregular ~etention, the DISCOMs are also liable for payment 

2 
I I 

Madhya Kshetra fidhuyt. Vitaran Co., Paschim Kshetra Vidhuyt V:i(aran Co. and 
Poorva Kshetra Vidhuyt Vitaran Co. 

-I 

I 
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of interest of~ 452;97 crore up to March 2010 calculated at the prescribed 
rate3

. Besides blocking Government money, this also led to incorrect budget 
estimates forrevenues of electricity duty/cess. 

When this was pointed out by us, the · CEI . stated (April · 2010) 
that ~ 1,631.60 crore including duty, cess and interest has been adjusted·. 
in March 2010. Adjustment ofthe remaining amount~ 997.39 crore) had not 
been done (December 2010). · 

We observed in the offices of SE 
(E/S), Jabalpur and Indore that 

. three consumers · of airport 
authorities, twelve consumers 
of J)oordarshan and Akashwani 
and twenty eight consumers of 
Bharat Sanchar Nigam Limited 

~f~~~~;~~~£~fu~~~ic£z;~4j~> b~~C;~~tri~~ ti:ty el:~trict!; 
consumed through High Tension/Low Tension connection but did not pay 
electricity duty nor did they submit the prescribed return in Form "G" against 
their captive consumption to the DEI offices. The department however, did not 
initiate any action to ensure the recoveries of the dues and timely submission 
of returns by the consumers. This resulted in non-levy of ED of~ 3.73 crore. 

When we pointed this out, the CEI stated (June 2010) that the cases would be 
examined by the concerned offices and action would be taken. 

8i~~ij'~3·· ,"'!1'$·:'~:~*:'~·11~i:t~J~yj;::·d!t9!iiiw>0<1U.~o!~i~liliJ!~!tji,it'.9f'1iiic.~'r~ett::1f~!~:·,~is. 
We observed in the offices of the 
SE · (E/S), Jabalpur and Indore 
that in respect of five consumers, 
duty was levied at the rate 
of eight per cent applicable for 

. . industrial activities, against the 
<."" leviable duty at the rate of 

15 per·cent for commercial i.e. non-industrial activities. Application ofduty at 
reduced rate resulted in short levy of duty of~ 16.62 lakh as detailed below: 

(f' in lakh) 

Bhaskar (JBP) 07/07-11/09 300 8,43,648 

2 Nai Duniya (JBP) 10/07-11/09 200 5,03,816 

3 Raj express (JBP) 01/09-11/09 250 1,88,487 

Upto 3 months-12 per cent per annum (p.a.), 3 and 6 months-15 per cent p.a., 
6 and 12 months~20 per cent p.a. and morethan 12 months-24 per cent p. a 

110 

2.25 

1.34· 

0.51 
' 
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4 Rajasthan Patrika 
(Indore) 

5 MP AKVN (IBP) 

09/08-10/09 

04/05~01/10 

480 

170 

Chapt~r- VIII: Electricity Duty 

9,44,218 2.47 

37,79,454 10.05 

Tofail 62,59,623 Jl.6.62 

Scrutiny of form G of ~he same DISCOM for the same month revealed that . I . . . . 
duty ~t the rate of_ j15 per cent ~as levied on .other media houses. 
Yet this anomaly remamed undetected m the SE offices. · 

When we pointed this[ the SE (E/S)-Jabalpur stated (February 2010) that 
necessary action would jbe taken after spot verification and the SE (E/S) Indore 
stated (January 2010) that demand notice would be issued after conducting 
necessary inspection. . I 

W'§~ 
I 4 Three DEis (E/S) officys .,..,,.,,,,,_...,...,...,...,..,., 

We obserVed that 1, 116 
captive consumers neither. 
submitted Form G nor 

· . paid the duty against the 
energy produced/ 
consumed through captive 
power. This . attracted 
. maximum penalty of 
~ 11.16 lakh for which 
the department did 
not file the case with 
the jurisdictional court. 

. 
1 

. We could not work out 
the amount of ED leviable due to the absence of Form G. 

I . 

When we pointed this, jthe DEis stated .that the department does not have the 
powers to impose penctlty. However, the reply is silent about filing the case 
before the jurisdictional court and recovery of the deficient ED. Further, there 
is no mechanism in thb CEI office to monitor the monthly receipt of returns 
from the DEI offices ~o as to obviate the possibility of non-submission of 
returns and consequentlnon-levy of ED. . 

Gl!)Vell"IID.m.eJIBt . may c@Jsidelt" plt"escll"iM1111.g a meclhlallllism 11:(!]), enslllllfe tllnat tllne 
mo111tli:ll.Ilyfann1lll.al ire1l:Ul!lt"!ims aire s1U1bmitted illll. tiime iin the prescdlbed fo!l"mat 
ahmgwiitll.n supporti.l!llg / doc1!1lmellll.ts and! iintrndudng a peirfodlk :iretumm from 
the CEJI 11:(!]) tlbl.e G@ve.rnmelllt col!ll.faining tllne info.rmati.mm ireganllillllg d1lll.ty 
payablle, paid alllld baii~nce fo \le deposited!. 

4 
I 

DBI Sehore, DBI Tjain, and DBI, Ratla~. 
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~.2.9 Short realisation of duty from mining activities 

SI. 
No 

I 

2 

3 

4 

5 

Under the Act. every distributor of electrical 
energy and every producer shall pay every month 
to the State Government at the prescribed time 
and in the prescribed manner, a duty calculated at 
the specified rates on the units of electrical 
energy sold or supplied to a consumer or 
consumed by him during the preceding month. 
The Act provides for 40 per cent of duty 
applicable for mines, other than captive mines of 
cement industry. Further, as defined in the Act, 
'mine' includes the premises or machinery 
situated in or adjacent to a mine and used for 
crushing, processing, treating or transporting of 
material. As per the Act, a consumer who 
generates energy for his own consumption shall 
be liable to pay duty at the same rates as if the 
electrical energy is supplied by MPSEB. 
The department did not prescribe any check 
list to be appended with the application form 
for the electrical installations to determine the 
activity proposed to be carried out by the 
licensee. 

Name of Period Total ED levied 
consumer consumption @ 8 

per cent 

MOIL 02/07 to 669.92 MU 208.48 
Balaghat 09109 

SVIL Katni 05/07 to 148.59 MU 45 .60 
11109 

Mis Ojaswi 09/07 to 46.70MU 14.32 
Marble 11109 

Mis Arihant 05/07 to 10.98 MU 3.36 
Marble 11 /09 

Mis Balaji 04/05 to 8.66MU 2.61 
Marble 12/09 

Total 884.85 MU 274.37 

We observed in 
the office of the 
SE (E/S) Jabalpur, 
that consumers 
were engaged in 
mining activities, 
but duty was 
incorrectly levied 
at the rate of eight 
per cent applica­
ble for industrial 
purposes in place 
of 40 per cent for 
mmmg activities 
on consumption of 
884.85 MU 
electrical energy. 
This resulted in 
short realisation of 
duty of ~ I 0.97 
crore5 as detailed 
below. 

(~in /akh) 

ED leviable ED short 
@ 40 levied 

per cent 

1042.40 833.92 

228.00 182.40 

71.60 57.28 

16.80 13.44 

13.05 10.44 

1,371.85 1,097.48 

We noticed that while Ariliant Marbles was charged at the rate of eight 
per cent, two other entities in the same location were charged at the rate 
of 40 p er cent. Further, in the case of Ojaswi Marbles, though duty was 
levied at the rate of 40 per cent for captive consumption yet it was collected 
at the rate of eight p er cent on HT connection. In the case of MOIL, 

~ 1,37 1.85 lakh - ~ 274.37 lakh=~ 1,097.48 lakb. 
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we no_ticed that though lthe a~eement for HT supply with MPEB was for · 
"supply of electrical energy in bulk at the consumer's premises situated at 
Bharveli mines in Bala ghat district", yet ED was charged at industrial rates. 

. I . . . 
In the absence of any ~heck list to ascertain the activity of the licensee, 
the CEI was constrained to detect the short realisation of duty in these cases . 

. When we pointed out, th~ SE(E/S) assured (February 2010) to take corrective 
action. Further action is ~waited (December 2010). 

I • 
I 

The Government may,i t~erefoll"e, consider prescribing a mechamulsm t@ 
correlate spot vermcati~nreports with. the documents submitted. · 

I 

if8:2~io· Sbriflt~UlilJ!igl~~fiic~i in~Ji~~tiilfi" : 7'Eg, I 
Eight DEis/SEs/CEI offides6 

. I 
... . =ISU"2Ei2Ei=~==-.,.., 

I 

2005-06 I;37,53t 88,528 
I 

2006-07 1,47,137 80,116 

2007~08 
I 

l,52,42t 91,779 

2008-09 . 1,63,45t 86,427 

We observed that out 
· of 6.01 lakh high 

tension electrical 
installations required 
to be inspected, only 
3A7 lakh were 
inspected by the 

. department during 
the period 2005-06 to 
2008-09, leaving a 
shortfall of 2.54 lakh 
installations as 
detailed below: 

49,003 35.63 

67,021 . 45.55 

60,643 39.79 

77,025 47.12 

l 

Total 6,00,542 3,416,850 2,53,692 42.241 
I 

Information on the numb~r of inspections due, planned and actually conducted 
during the last five year~ for the entire state was ·not furnished by the CEI, 
despite request (July 20110). Neither was the basis for selection of electrical 
installations to be inspebted at different intervals, furnished by the CEI, 
despite repeated requests (July 2010). The CEI stated (August 2010) that the 

6 
I . . 

CEI (Bhopal), SE Jabalpur,-SE Indore, DEI Gwalior, DEI Sehore, DEI Ratlam, 
DEI Ujjain, DEI Khatldwa. 

. I 
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inspectors carried out inspections as per weather conditions. Thus, there is 
no risk based objective criteria to select electrical installations for inspection; 
We also could not ascertain whether the installations which had defaulted in 
furnishing 'G ' form to the CEI, were included in the schedule of inspection. 

Tlhle Goveirl!llmen11t ·may, therefore, consider prescribing a month.Ry return 
from tlhle DEi tl!li the CEI anidl the CElI to the Government showing the l!ist 
olf lillllspedfol!lls dhille, cm:nducted and shortfall, if any, with the reasons for 
the same 1tl!ll ensunre better complialllce with the piresciribed provisions of 
tl:ne n1les. It should. mlso cm:nsidler implementing a · scientific basis 
for selectilollll of tll:ne hnstall.ations for inspectimrn. 

::8}2.11 Lo~·~:.;·.9f: reve' 
\'.:> .• .. · ... ,. >perfodical ··· 1i's~essment : :'o . 
~]}~LtJ;,:;I~~~~21~~~~YfflJ)tl'6~1:;·i~~ .. 0.;'.;:c·¥•3'!~~~.i ..•. 1,2'Jl?~'.:',:c 

·J~aii"~ii~·A~t;·!t~~· <lufy•.·sli~rr··6~·.·.pay~Bleii~ 
respectofelectri~a1 energy sglg;<:>r supplieq~to., 

. ·.·,the .. · :Railways ·:f'()rf .. sonsurilpti()n•in. · tnx .. 
constri1ction, · n;iai11tenance :::::~.m . operatioh. . . 

·· ~~~f~trili~t:~I~ ir~~~trf~Z~:~~i~~·:' 
energy and , every producer,, s1JaU .instalt"~ · 
~~ter::~,eparatelyv.~()f ea~li c,~!~ggtyf9r, ~11!811;!"' · .. 

-·rate :gfduty apPfi{;able:are d1f'fer~nt, fo rep~rg ·. -
the e11ergy·sold .Qr supplieq -fo 'a consun;iet • ()f· 

. co'risumed' by him. Further, am~ndment 9f\ 
section 3 of the Act .provides that if tg~ · 
consu1fJgtion QP'~~ny O!le p~q~es is/11,~-~d . _ 
either:\Vh6lly orpartly,withotltthe ccmsent.()f .. 
.distribl1t9rs· or producer of elecfricity,;::as'Wi •.. 
case maY be, <Jor· - cons11n;iption · ror·· any . ·. 

- purpos~ /(or which high~r.i~tt of ·:d~ry;js · 
.. ch.t!rg~able;th.e .. refltire .. eµerg}rsold or_sµpplie5l 

·-- shalLbe: charged altlie highest-applicable rate. 
ff . coµsu~ption( pf el~G.tric~f :+~11ergy,· . ~S\t~. 
-dutiable.•.and noii~autiable;'is·f.ecorded.l>y'ortie•• 
meter, the. dutia$le ehefgy -~~hsumptioB:'of 

·· --di~fer,~nf cat~g()i!es. shall. be as~ysseci,in the 
m~er laid dow11 by tl1e Ele~tl-icat·fi!sp~cti,ir , 
(till ~uch time;'~ineter for eaG.h categqcy 

· .. · in~tall~d} .. · __ ;;~J~;y _ ;;i< •· 

We observed 
that in respect of ten 
HT connections of 
railways at nine 
railway stations 7 

where no separate 
meters were installed, 
though the three 
DISCOMs supplied 
941.00 MU of 
electrical energy to 
the railways for 
combined purposes, 
yet ED on only 
334.40MU (35.6 per. 
cent) of electrical 
energy. was collected 
by these DISCOMs 
and the remammg 
consumption was 
exempted from 
payment of the ED 
treating these units as 
non dutiable 
consumption. The 
duty leviable at the 

. applicable rates to 
dutiable units worked 
out to~ 4.58 crore for 
the last five years. 

Even for the dutiable consumption, the CEI did not . have any basis for 

7 Gwalior, Bhopal, Ujjain, Ratlam, Khandwa, Mhow, Neemuch, Shamgarh and Katni. 
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computation. In eight out of ten connections, the DEis/ SEs were not even 
aware of the date on which the first assessment of such dutiable and non­
dutiable consumption was recorded. We further observed that though the 
DISCOMs submitted the monthly returns regularly to the DEis yet 
the latter failed to reassess the dutiable and non-dutiable consumption 
recorded by a single meter. This led to non levy of duty and cess of 
approximately~ 4.58 crore. 

When we pointed this out, the CEI stated (April 20 J 0) that written 
communication has been sent to the distribution company for issuing 
directions to install separate meters for recording dutiable and non-dutiable 
consumption. He also stated that all the SE (E/S) and DEi (E/S) have been 
directed for necessary action in this regard. However, the reply is silent on the 
recovery of duty as per the Act/Rule till separate meters are installed. 

• We observed that one HT connection which was originally installed at 
Gwalior railway station for the purpose of charging the battery driven engine, 
had been utilised for supplying electricity for residential purpose. 
Such exemption was given though the connection was dutiable. This resulted 
in non-levy of duty of approximately ~ 50.47 lakh on 83.58 MU energy 
consumed between May 2005 and October 2009. 

In reply, Government stated (April 2010) that written communication has been 
issued to the DISCOM for recovery of~ 50.47 lakh. Further reply is awaited 
(December 20 l 0). 

• We observed from the records of the Regional Accounts Officer 
(RAO), Indore circle, and SE (E/S) Indore that though the DISCOM supplied 
684.00 MU of electrical energy to Eicher Motor, Pithampur, Indore between 
April 2005 and December 2009 for both industrial and non-industrial 
consumption, yet ED at non-industrial rate of 15 per cent was levied only on 
2.28 MU while the remaining 681.72 MU of electrical energy was treated as 
industrial consumption and charged at the rate of 8 per cent. However, no 
separate meter or sub meters were installed to identify consumption 
of electricity for industrial and non-industrial purposes. Thus, duty of 
approximately ~ 1.84 crore8 was leviable at higher rate ( 15 per cent) on the 
entire consumption of electricity. 

I s.2.12 Loss of revenue due to lack of provision for security deposit l 

Under the Act, ED is to be paid to the 
State Government by those who generate 
electricity for their own consumption by 
a generator of capacity e.xceeding 10 
KW. In the event of delay in paying ED 
beyond 30 days, interest at the prescribed 
rate is leviable. 

We observed that one 
industrial unit consumed 
550.11 MU of self generated 
power between April 2004 
and January 2006 but did not 
pay any ED on such 
consumption. The DEI also 
failed to raise the demand and 
realise the ED. This resulted 

in non-levy of duty of ~ 3.15 crore including interest up to March 2010. 
This could have been obviated had there been a provision for security deposit. 

(684 - 2.28) X 100000 X 3.86 X ( 15 - 8)percenr= ~18420074 say ~1.84 crore. 
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When this was pointed by us, the CEI raised (May 2010) the demand ~ 

of~ 3.05 crore in January 2010 with interest up to September 2009. 

l!s!.:z'.;j3,;·:,:(;;6:itcilis1on' ::<lli£: I 
We observed that the monitoring of the return submitted in the DEI and CEI 
offices by the distribution companies and those by the producers was deficient 
which led to non-detection of non levy and short levy of duty and cess. 
The distribution companies continued to retaill the duty collected by them 
which was adjusted irregularly by the Energy department against their claim 
for working capital. This adjustment of departme~tal receipts is in violation of 
the codal provisions and threw the budget estimates into disarray. We noticed 
that substantial revenue was lost due to grant of irregular exemption to bodies 
which had not installed separate meters to assess dutiable and non-dutiable 
consumption. 

st~~14;1i~:Rec6milendatio1{ · .. '"')li!ii ............... , .• , .. . 

The Government may consider implementation of the following 
recommendations. 

o the departmental receipts of electricity should be deposited as and 
when collected under the appropriate head of revenue as specified in 
the Act and the MP Treasury Code; · 

o consider laying down a time frame for periodical assessment of 
dutiable and non-:dutiable consumption; 

we recommend that a monthly return should be prescribed from the 
DEi offices to the CEI office to monitor the status of receipt of Form G 
and CEI to Government regarding duty and cess payable, paid and 
balance; and 

we recommend that a provision for security deposit and vesting the 
departmental officers with powers of revenue officers may enable 
timely and effective recovery of arrears of electricity duty from 
the defaulting units. 

\ 
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CHAPTER-IX 
NON-TAX REVENUE 

A. FOREST RECEIPTS 

I 9.1 Tax administration 

The Forest Department functions under the overall control of the Principal 
Secretary at the Government level while the Principal Chief Conservator of 
Forest (PCCF) is responsible for the overall administration of the department. 
Out of 93 divisional forest offices, 76 deal with revenue generating activities 
in the state. 

I 9.2 Trend of receipts 

Actual forest receipts during the last five years 2005-06 to 2009-10 along with 
the total non-tax receipts during the same period is exhibited in the following 
table and graph. 

~in crore) 

Year Budget Actual Variation Percentage Total Percentage 
estimates receipts Excess (+)/ of non-tax of actual 

shortfall(-) variation receipts Forest 
of the r eceipts 
State vis-a-vis 

total non-
tax receipts 

2005-06 422.00 490.40 (+) 68.40 (+) 16.21 2,208.20 22.21 

2006-07 450.00 536.50 (+) 86.50 (+) 19.22 2,658.46 20.18 

2007-08 543.00 608.89 (+) 65.89 (+) 12.13 2,738.18 22.24 

2008-09 600.00 685.60 (+) 85 .60 (+) 14.27 3,342.86 20.51 

2009-10 850.00 802.00 (-)48.00 (-) 5.65 6,382.04 12.57 

The percentage contribution of forest receipts to the total non-tax receipts of 
the State has been registering a declining trend during the last three years. 

1,000 .....-------------. 

800 +------------ir-- -1 
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400 J-•=:='!!ll!:.:.....--------1 

200 +---- ----------t 
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1~ Budget estimates --Actual receipts I 
•Total non-tax receipts (2009-10) 

• Forest receipts (2009-10) 
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Audit Report (Revenue Receipts) for the year ended31 March, 2010 

1;,~;3?• tifipfiH{~r,:~~cli(if~:';f::::I 
During the last five years, · audit had pointed out non/short realisation of 
i"evenue with revenue implication of~ 946.15 crore in 657 cases. Of these, the 
department/Government had accepted audit obseryations in 35 cases involving 
~ 81.70 crore and had since recovered~ 27.60 crore. The details are shown in 
the following table. 

~nHl!. icrnre) 

~~\~, 
~~~,\>]~~~:-~.' ,'< ~ ' 0 

2004-05 41 185 191.65 05 0.44 

·2005-06 69 127 199.74 08 1.09 01 0.0009 

2006-07 69 110 37.08 01 36.50 01 27.59 

2007-08 79 117 91.59 07 0.95 01 0.0043 

2008-09 103 118 426.09 14 42.72 

Totan 361 657 946.15 35 81.70 03 27.60 

The percentage of recovery as compared to the accepted cases has been very 
low except in the year 2006-07. We have brought this issue to the notice of the 
head of the department as well as the Finance Secretary to the Government. 

1·2:~, !:-•. '. vV'oikiliig .. o'f _.iiil¢ti!'!!a1; ahdl.i~i~fflg:<r --~·,:,~;~:RI 
Total nine posts (Director Finance/Budget · and Financial Advisor_;Ol, 
Dy. Director-01, Assistant Director-01, Assistant Internal Audit Officer-06 of 
which 01 post is vacant) have been sanctioned by the Finance Department for 
internal audit in the Forest Department. As per departmental orders 
dated 28 October 1992, audit manual for internal audit in the department has 
been made effective. Internal audit is conducted in accordance with the roster 
prepared for each year. 

As per the roster prepared for the year 2009-10, internal audit of 70 unit 
off~ces was planned against which internal audit was conducted only in 27 unit 
offices. Particulars of major com..1llents/observations of the IAW and corrective 
ac;:t:ion taken by the department have not been received (December 2010). 
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B. MINING RECEIPTS 

I 9.5 Tax administration 

The Mining Department functions under the overall charge of Secretary, 
Mining, Government of Madhya Pradesh. The Director, Geology and Mining 
is the head of the department who is assisted by Deputy Directors at 
headquarters and District Mining Officers (DMO) at the district level. 
The latter is assisted by Assistant DMOs and Mining Inspectors. The DMOs, 
Assistant DMOs and Inspectors are under the administrative control of the 
Collector at the district level. 

I 9.6 Trend of receipts 

Actual mining receipts during the last five years 2005-06 to 2009-10 along 
with the total non-tax receipts during the same period is exhibited in the 
following table and graph. 

~in crore) 

Year Budget Actual Variation Percentage Total Percentage 
estimates receipts Excess (+)/ of non-tax of actual 

shortfall(-) variation receipts mining 
of the receipts 
State vis-a-vis 

total 
non-tax 
receipts 

2005-06 800.00 815.31 (+) 15.31 (+) 1.91 2,208.20 36.92 

2006-07 1,100.00 923.91 (-) 176.09 (-) 16.01 2,658.46 34.75 

2007-08 1,080.00 1,125.39 (+) 45.39 (+) 4.20 2,738.18 41.10 

2008-09 1,235.00 1,361.08 (+) 126.08 (+) 10.2 1 3,342.86 40.72 

2009-10 1,566.00 1,590.47 (+) 24.47 (+) 1.56 6,382.04 24.92 

The percentage contribution of receipts from non-ferrous mining and 
metallurgical industries to the non-tax revenue of the state has been registering 
a declining trend from the last three years. 

2,000 -.---------------, 

1,500 +----------=""~-------~ 

1,000 -l-~4P-~::::::. _____ ~ 
500 +---------------i 
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06 07 08 09 10 

I-+- Budget estimates - Actual receipts I 
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I 9~~;;; lmpilct'rQf,-~uditll~~~'-

During the last five years, audit had pointed out non/short levy, non/short 
realisation, underassessment/loss of revenue with revenue implication 
of~ 1,496.29 crore in 6,906 cases. Of these, the department/Government had 

·accepted audit observations in 4,530 cases involving --~ 662.50 crore and 
had since recovered ~ 140.53 crore. The details are shown in the 
following table: 

~in icrore) 

.Y~~i <>r · :~.;.'Jt 
Audit units 

'-~et>:hrt :s~~'&i~~~, ~, 
.:- , : '~:,'.' 

2004~05 3_3 1,286 250.71 340 0.89 

2005-06 21 2,455 359.13 619 31.13 21 2.90 

2006-07 31 1,258 38.84 1,746 293.16 96 0.49 

2007-08 34 1,474 513.88 1,457 97.25 53 129.74. 

2008-09 34 433 333.73 368 240.07 27 7.40 

Totai ].53 6,906 1,496.29. 4,530 662.50 197 140.53 

The percentage of recovery as compared to the accepted cases has been -very 
·low except in the year 2007-08. We have brought this issue to the notice of the 
head of the department as well as the Finance Secretary to the Government. 

1·9is'';·.·--·w~'.fliliig/olf .1nierli~i';alian':w1i'lg>rf:s~:;z:1i'f I · 
. . 

The department reported that due.to shortage of staff, internal audit wing has· 
not been established. · · 
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Test check of the reco~ds of 132 units rdatiiig to mining receipts and forest 
receipts revealed. und~rassessment, non/short realisation of revenue and other 
irr~gularities involvirigj~ 1,869;11 crore in 1,507 cases which faU und~f the 
foUowiing categories. I .. 

1. 

3. 

n. 
2. ' 

3. 

41. 

Non~realisationl due · to non-exploitation of 
bamboo/timber coupes. ' · 

I . . . 
• I . . . 

Short realisation due to sale below the upset 
price. · · · j . , • ·. 

Non~realisati~n I dJie. to deteriorationi~hortage 'of 
forest produce. · . · 

' . 

Short realisatioJ due to non~accouilting of forest 
pro~uce. , j · . . · • · . • · · . 

Short realisatioh due to low yield of timber/ 
bamboos ~gahisf e~timated yield. 

Other irregulari~ies; 

,.. "' 

Non/short levy 6f deadTent/royalty. 
I 

Non-realisation bf rural infrastructure and road 
I . 

development ta~ ... 

Short-realisatiori of contract money from 
quarries. · j . . 

Non~levy ofinttlrest on belated payment. 
, I • 

Other irregularities. 
I . 

I 1!'011:mn 
I . . . 

19 57.84 

05 1.54 

17 1.20 

06 4.25 

08 5.96 

68 24.12' 

123 941.9! 

378 . 74.43 

126 428.00 

. 323 4.34 

314 11.11 

243 1,256.32 

n,3841 n,7741.W 

{fll"!llllllidl tofail (A+R) n,5illl7 1869.H 

During the course of t~e year, the department accepted underassessment and 
I . . . 

other deficiencies of~ ~,433.50 crore in 680 cases, which were pointed out in 
audit during the year 2009-10 and recovered ~ 13 lakh Jin two cases. 

A few Jillustrative audJ observations involving ~ 447.89 crore highlighting 
:important audit findings1i are mentioned in the foHowing paragraphs. 
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Audit Report (Revenue Receipts) for the year ended 31 March, 2010 

9.10 Non/short-realisation of rural infrastructure and road 
development tax from the holders of mining lease 

According to the provisions of 
Madhya Pradesh Grameen 
Avasanrachna Evam Sadak Vikas 
Adhiniyam, 2005 (Adhiniyam) and 
notification of September 2005, rural 
infrastructure and road development 
tax is levied at the rate of five per 
cent per annum of the market value 
of major minerals produced after 
de<fucting amount of royalty actually 
paid by the lessee and t 4,000 per 
hectare per year in case of idle mines. 
'Ilie tax is to be levied and demanded 
by the District Mining Officers. 

We observed in 15 District 
Mining Offices 1 between 
December 2007 and December 
2009 that the assessment of 
road development tax in respect 
of 132 mining leases for the 
period October 2005 to March 
2009 had not been done. 
This resulted in non-realisation 
of tax of~ 295.35 crore. 

After we pointed out the cases, 
all the District Mining Officers 
(DMOs), except Sidhi, Betul 
and Khargone, stated (between 
February and December 2009) 
that action would be taken as 
per rule after scrutiny. 

DMO Sidhi, Betul and Khargone stated (June to December 2009) that action 
for forceful realisation has been restricted by the Supreme Court. The reply is 
not acceptable as the honourable court did not restrict assessment and issue of 
demand to the lessees. It only states that recovery of tax under this Adhiniyam 
cannot be made coercively. 

We reported the cases to the Director of Geology and Mining (DGM) and the 
Government between December 2009 and March 2010; their reply has not 
been received (December 2010). 

I 9.11 Tax collected but not deposited in Government account 

All Government receipts 
should be collected and 
deposited regularly and 
promptly in the 
Consolidated Fund. 

We observed during scrutiny of the records of 
three District Mining (DM) Offices2 between 
March and August 2009 that two lessees of 
coal [Mis South Eastern Coalfields Ltd. 
(SECL) in Umaria and Shahdol district and 
Mis Northern Coalfields Ltd. in Singrauli 
district] collected ~ 133.18 crore as Grameen 

Avsanranchna Evam Sadak Vikas Kar (tax) from their customers between 
September 2005 and March 2009 but the amount was retained by them and not 
deposited in Government account. As a result, the Government was deprived 
of revenue of~ 133.18 crore. 

2 

Betul, Balaghat, Damoh, Dhar, Gwalior, Jabalpur, Katni, Khargone, Mandia, 
Narsinghpur, Rewa, Satna, Shahdol, Sidhi and Umaria. 
Sbabdol, Sidhi and Umaria. 
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I . 
After we reported the cases to the DGM and the Government Jin November 
and December 2009 ,! the Mineral Resources Department directed 
(March 2010) aU the Cbllectors to get the amount deposited in Government 
account in the same fin~cial year. 

I 
Further progress is awaited (December 2010). 

. I 

r91i~a'SJlt«]ifr.t.;; ~~i . 
... , .... ·······-·····~"'" 

We observed during 
scrutiny of records of 
seven DMOs3 between 
February and August 2009 
that 16 lessees paid 
royalty of ~ 131.29 crore · 
for the period from 

.· . · · January 2007 to March 
2009 as againstthe payable amount of~ 139.03 crore as detailed below: 

. I 
I 

I ~~~~ 

I 

1. Coal 53.56 lakh tons 12,086.42 11,589.52 496.90 
I 

2. White clay 4.35 lakh tons 99.95 19.59 80.36 
I 

I 

3. Limestone 34.37 lakh tons 1,565.87 1,388.26 177.61 
I 

4. Dolomite 2.52 lakh tons 113.50 102.68 10.82 
I 
I 

5. Manganese 0.59 lakh ton 30.97 26.86 4.11 
I 

6. Laterite 0.26 lakh ton ·6.16 2.38 3.78 
. I 

']['l[])tt:a!Il I B,91!D2.87 B,Jl.29.29 773.§8 
. I 

The DMOs concerned failed to notice the short payment/payment at incorrect 
rates which resulted in sHort reaHsat:i.on of royalty of~ 7. 7 4 crore. 

;After we pointed out the1cases, D~Os, .Anuppur ~nd Sidh:i. stated (August and 
October 2009) that demand notices would be issued. DMO, Shahdol and 
Umaria stated (June and IAugust 2009) that the matter would be taken up with 
the SECL. DMO, Katn:i. [stated (May 2009) that the case was under scrutiny 
and the result would be, inti.mated. DMO, Satna stated that reply would be 
given after scrutiny of \the case. DMO, Chh:i.ndwara stated (March 2009) 
that action would be taken after scrutiny. Further developments have not been 

I 

received (December 2010). 
I We reported the cases to the DGM and the Government (December 2009); 

their replies have not bee~ received (December 2010). · 

I 

I 

Anuppur, ChhindwJa, Katni, Satna, Shahdql, Sidhi and Umaria. 
I . 
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9'.13.1 We observed during 
scrutiny of the records of 
DMO Gwalior and Bhind in 

· October 2009 that 54 quarries 
were reserveci/ sanctioned to 
MPSMC for extraction ' of 
sand. It was observed that as 
per the quantity for which 
transit passes - were issued, 
MPSM was Hable to pay 
royalfy of ~ 5 .88 crore in 
advance upto March 2009 
whereas the corporatio·n had 
paid royalty of ~ 3.35 crore 

only. Howe:ver, the department failed to work out correct amount of royalty. 
This resulted in short realisation ofrevenue of~ 2.53 crore. 

After we pointed out the cases, both the DMOs stated (October 2009) that 
action would be taken after scrutiny. · 

91.13.2 We observed during scrutiny of the records of five DMOs4 between 
February and September 2009 that 12 lessees had removed 4,25,406.5 cubic 
metre road metal, 8,242.6 cubic metre marble and 4,641.465 cubic metre 
granite from the leased area between July 2004 and March 2009 on which 
royalty of ~ 2.14 crore was payable. But it was noticed that the lessees had 
paid royalty of~ 99.70 lakh only. This resulted in short realisation of royalty 
of~ 1.14 crore. 

After we pointed out the cases DMO, Seoni stated (August 2010) that 
~ 71,662 had been recovered in one case while in another case action for 
recovery was in process. The remaining DMOs stated between (February and 
September 2009) that action would be taken after scrutiny. 

We reported the cases to the DGM and the Government between November 
2009 and March 2010; their reply has not been received (December 2010). 

4 
Chhatarpur,Katni, Narsinghpur, Seoni and Shahdol. 
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We observed during scrutiny 
of the records of 25 DMOs5 

between February and 
December 2009 that in case 
of 290 contractors, contract 
money of ~'"9.95 crore was 
due . fot payment during the 
period from April 2002 to 
March 2009 whereas .the 
contractors pa:i.d an amount · 
of, f 6.33 crore only. 

Thus, the contract mon~y of~ .3.62 crore remained unpaid for ~ duration 
ranging from 2 to 33 mdnths, yet the department had not initiated any action 
aga:i.nst the contractors uhder the terms of the contract to cancel the contract 
and to rea~ction the quabes. H followed that the DMOs concerned allowed 
the contractors for quatzying despite . the:i.r default :in p~ymeJtit of contract 
money on due dates. This resulted. in short-realisation of contract money 

of~ 3.62 crore. \. . . . 

After we pointed out the, cases, an the DMOs, except Satna and Betul stated 
(May 2009 to Decemberl2009) that action for recovery would be taken as per 
rule after scrutiny. DMQ, Satna stated (February 2009) that reply would be 
furnished after scrutiny. DMO, Betul stated (November 2009) that act:i.on for 

I 

cancellation of contract liad been taken and action for realisat:i.on of dues was 
:i.n progress. Further repo*s have not been received (December 2010). 

. . i . . . . . 
·We reported the cases to1the DGM and the Government between Nov.ember 
2009 and March 2010, th~ir reply has not been received (December 2010). 
. I . . . . . 

tio 
~.:Il.5.11. We observed during 
scrutiny of the records of 
four DMOs6 between 
February· and August 2009 
that 35 lessees hoM:i.ng 
min:i.ng leases of major 
mineral over 7,296.406 
hectare land had paid dead · 
rent of~ 2.55 lakh against the 
payable amount of ~ 33.17 
lakh. Thus, dead rent of 
~ 30.62 lakh was short pa:i.d 
which was not demanded and 

1 recovered by the respective 
I 

DMOs. This resulted in short realisation of dead rent off 30.62 lakh. 
i 

5 

6 

Balaghat, Betul, Burtlarnpur, Chhatarpur, Chhindwara; Damoh, Datia, Dhar, Dindori, . 
Gwalior, Barda, Ho'shangabad, Indore, Katni, Khargone, ·Mandla, Narsinghpur, 
Rajgarh, Rewa, SatnJ, Shahdol, Shajapur, Sidhi, Tikamgarh and Umaria. 
Dhar, Narsinghpur, Slahdol and Umaria. 

I 
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After we pointed out the cases, all the DMOs stated (between May and 
August 2009) that action would be taken for realisation of dead rent as per 
rule. Further progress bas not been received (December 20 l 0). 

9.15.2 We observed during scrutiny of the records of 21 DMOs7 between 
May and November 2009 that 189 quarry lessees of minor mineral had paid 
dead rent of~ 34.93 lakh against the payable amount of~ 1.82 crore due from 
January 2004 to December 2009. This resulted in short realisation of dead rent 
of~ 1.47 crore. 

After we pointed out the cases, all the DMO's except Sagar, Bhind and 
Kbargone stated (between May 2009 and December 2009) that action for 
recovery would be taken as per rule. DMOs of Sagar, Bhind and Kbargone 
stated (between November 2009 and March 2010) that an amount 
of~ 3.13 lakh had been deposited by the lessees and action for recovery of 
balance amount would be taken. Further progress has not been received 
(December 20 l 0). 

We reported the cases to the DOM and the Government between October and 
November 2009; their replies have not been received (December 2010). 

19.16 Loss of revenue due to failure to re-auction trade quarries 

Under MPMM Rules. quarries of 
sand, murrum & stone minerals 
specified in Schedule II of the 
rules shall be allotted only by 
auction for a period of two years 
on the basis of highest bid. 

We observed during scrutiny of the 
records of DMOs Mandla and Rewa 
between June and September 2009 
that 14 trade quarnes of 
sandlmurrum and 10 trade quarries 
of stone were sanctioned (between 
April 2006 and March 2009) for 
~ 2.39 crore. It was observed that 

14 trade quarries were surrendered by the contractors and an amount 
of ~ 1.61 crore remained unpaid out of the payable amount of t 2.34 crore. 
In case of 10 trade quarries, agreements were cancelled due to non-execution 
of deeds resulting in non-receipt of contract money of t 4.82 lakh. 
However, no action was taken by the department to re-auction all the 24 trade 
quarries. As a measure to protect the interests of the exchequer and to avoid 
illegal extraction/transportation of minerals, trade quarries should be 
re-auctioned at the earliest in the interest of revenue whatever may 
be the reason of their surrender but the department failed to do so. 
This deprived the exchequer of revenue oft 1.65 crore. 

Balaghat, Bhind, Burbanpur, Chhatarpur, Chhindwara, Daria, Dhar, Dindori, 
Gwalior, Harda, Jabalpur, Katni, Khargone, Mandia, Narsinghpur, Rewa, Sagar, 
Seoni, Shajapur, Sidhi and Umaria. 
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· Afti>r we pointed out the\ cases, .the DM;b, Mandia.stated (June 2009) that the 
cases would be referred ~o the Government for.further action. The reply is not 
acceptable because as p~r rule 7(4) of MPMM Rules, the power to sanction 
and control trade quarrie8 is vested with the Collector/ Additional Collector of 

I . . . 

the distric~. DMO, Rewal ~tated (September 200_9) that action would be taken 
after scrutmy. Further rnnhes have not been received (December 2010). 

··.· I . • . I . 
We reported the C(ases to 

1

the DGM and the Government; their replies have not 
been received (Decembei; 2010). .· · I . . . 

we observed dtiring scrutiny 
· of the records of DMOs 
Dam oh · and N arsinghpur 
between May. and July 2009 
that two leases of 
dolomite/limestone over an 
area of 110.216 hectare had 
been sanctioned for a period 
of 20 to 30 years. Production 
of 3.12 lakh tons of mineral 
according to the mining plan 
and payment of ~ 1.40 crore 
. as royalty was anticipated 
during the period between 
2005 and 2009 but no 
production wa.s done by the 

, lessees during this period. 
The department did not fuke any action for declaring the mining leases as 
lap· sed. This deprived the cixchequer ofrevenue of~ 1.39 crore. 

. I . 
After we pointed out the cases, DMO, Damoh sent the proposal to the 
State Government (July !2009) for declaring the lease as lapsed. DMO~ 
Narsinghpur stated (May 12009) that the matter would be forwarded to the 
Government after issuing show cause notice to the lessee. The replies shows 
apathy on the part of thb DMOs to take timely action as per the :rules . 
However, the Govemm1pnt may consider prescribing submission of 
reports/refurns by the DMOs so as to strengthen the monitoring mechanism. 
Further replies have not be~n received (December 2010). 

We reported the cases to ~he Government and DGM; their replies have not 
been received (December 2010). 

I 

I 
I 

i . 
I 

I 
I 127 



Audit Report (Revenue Receipts) for the year ended 31 March, 2010 

9.18 Loss of revenue due to irregularities in issue of temporary 
permits 

According to Rule 68 of MPMM Rules, 
the Collector shall grant permission for 
extraction, removal and transportation of 
any minor mineral from any specified 
quarry or land which may be required 
for the works of any department or 
undertaking of the Central Government 
or the State Government, subject to 
payment of royalty in advance calculated 
at the rates specified in Schedule Ill. 

We observed during scrutiny 
of the records of 11 DMOs8 

between March and 
November 2009 that 28 
temporary permits were 
issued for various minerals9 

to 2 l contractors for 
construction of roads and 
buildings between December 
2006 and February 2009 
which attracted advance 
payment of royalty of 
~ 2.30 crore. However, it 

was noticed that the contractors paid ~ 1.14 crore only. This resulted in short 
realisation of revenue of~ 1.16 crore. 

After we pointed out the cases, all the DMOs, except Sagar and Umaria, stated 
(between March and November 2009) that action for recovery would be taken. 
DMO, Sagar stated (November 2009) that an amount of~ 28.31 lakh had been 
recovered in August 2009. DMO, Umaria stated that the transit passes were 
issued to the contractors against the deposited amount. The reply is not 
acceptable because permission should have been granted only after receiving 
the entire amount of royalty of ~ 8.40 lakh in advance whereas the contractor 
had paid only~ 1.35 lakh in four installments. 

We reported the cases to the DGM and the Government between November 
2009 and February 2010, their reply has not been received (December 2010). 

8 Balaghat, Burhanpur, Chhatarpur, Dindori, Harda, Hoshangabad, Khargone, Mandia, 
Rewa, Sagar and Umaria. 
Road metal- 6.51 lakh cubic meter, murrum-80, 700 cmt., sand and granular sub base-
59844 cmt., selected soil-34783 cmt., boulder-3200 cmt. & lime stone 16393.44 ton. 
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We observed during scrutiny 
of .. the records of nine · 
DMOs10 betw~en March and 
November 2009 that 
57, lessees had· not submitted 
monthly, six monthly and 
annual returns which were 
due between April 2004 · and 
March 2009. Submission of 
returns is a vital mechanism 
for monitoring the working 
of the lessees. In the absence 

of these basic records, ihe DMOs. are constrained to assess the correct 
amo~t of royalty. Non-s'.uqm:i.ssion of returns resulted in non-realisation of 
rev~nue of ~ 43 .20 lakhj in the form of maximum of penalty calculated 
at double the amount of annual dead rent. · 

After we pointed out the .has~s, aU the DMOs except Seoni and Sagar stated 
thataction would· be takep against the lessees under the rules. DMOs Seoni · 
and Sagar stated between November 2009 and January 2010 that penalty was 
to . be imposed by the s~ctioning authority. However, the reply does not 
·expfain why action was tlot taken to take up the case ·with the sanctioning · 

"· I 
_ authority as yet. 1 . . ·__ · _ 

We reported the cases to ~he DGM and the Government between November 
2009 _ and February 20

1

. 1 O; their replies have not been received 
(December 2010). · · 

I 

10 Bmhanpur, DU.dori, Gtlioc, Hrucd., Nruc'1nghpur, Sagm, ~eom, Sidhi and Umaria. 
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We observed during 
scrutiny of the records of 
DMO; Rewa (September 
2009) that an agreement . 
of iease for 20 years was 

. executed Jin February. 
· 2006 on which · stamp . 

CJ:uty and registration fee \: 
of ~ 93,000 was paid on 
royalty . of expected 
quantity of 3,171.80 ton , 
per year as mentioned 
in the mining plan~ 
Further, the plan was 
moqified in December 
2006 and as per the 

• modified mining plan, the 
expected revised quantity· 
of mineral was 52,530 
ton. Notwithstanding the 
. manifold increase in · 
the earlier quantity, the 
department did not ask 

· the lessee for execution 
of modified agreement in 
accordance with the 

modified mining plan. The stamp duty and registration fee leviable on the 
modified agreement worked out at ~ 23 .46 lakh. Thus, Government was 
deprived of revenue of ~ 22.53 lakh. The Government may consider 
innc®lt"JPlO!t"atil!D.g a clause illll 11:he conditions of mining lease for JPl!t"l!J)viding 
· execlllntfol!ll l{])f m.l{])difned agreement ftim case of modificatiollll iJ1ll · the 
JIIOlining pfallll. 

After we pointed out the cases, the DMO, Rewa stated (September 2009) that 
necessary action would be taken after investigation. Further progress has not 
been received (December 2010). · 
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Chapter-'IX: Non-Tax Revenue 

I . . . 

We reported the case t0 the DGM and the Government (December 2009); 
their repH.es have not bedn received (December 2010). · 
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Annnnexmre- A 

Footnote No, 2 (Para 5.2.3) . 

Alirajpur, Anuppur, Ashokhagar, Ater (Bhind); Badnagar . (Ujjain), Bairasiya (Bhopal), 

Bafaghat, Baldeogarh (Tikaihgarh), Bina. (Sagar), . Biora (Rajgarh), Burhanpur, Chhatarpur, 

Damoh, Dewas, Dhar, DhJampuri (Dhar), Dindori, Gadarwara (Narsinghpur), .Gairatganj 

(Raisen), Gohad (Bhind), GJpadniwas (Sidhi), Guna, Gwalior, Gyarasplir (Vidisha), Harda, 

Hoshangabad, Huzur (Bhopal), Huzur (Rewa), Indore,. Ishagarh (Ashoknagar), !tarsi 
I • 

(Hoshangabad), Jabalpur, Jrbera (Damoh), Jaura · (Morena), Jawad (Neemuch), Jawra 

(Ratlam), Jhabua, Jobat (Alirajpur), Kailaras (Morena); Kalapipal (Shajapur), Kasrawad 

(Khargone),Khargone; Khate~aon (Dewas), Lakhanadon (Seoni), Lateri {Vidisha), Maiher 

(Satna), Mandsaur, Mhow I (Indore), Moman Badodiya (Shajapur), Mudwara (Katni), 

Mungawali (Ashoknagar), Nagda (Ujjain), Narsinghpur, Naugaon (Chhatarpur), Neemuch, 

, Nepa11agar (Burha~pur), Panburna (Chhindwara), Panna, Raiseti, Rajgarh, Ratlam, Sagar; 

Sanver (Indore),· Sardarpur lcnhar), Seoda (Datia), Seoni, Seonimalwa (Hoshangabad), 

Shajapur, Sheopur; ShujalpJ (Shajapur), Singrauli, ·Siron] (Vidisha), Sohagpur (Shahdol), 

Tendukhera (Damoh), TikamJarh, Ujjain, Vidisha and V1jaypur (Sheopur). 

Aimime:xrn1ire- B 

footnote no. 13 (Para 5.2.8.2) 

Anuppur, Badnagar (Ujjain), Bairasiya (Bhopal), Balaghat, Baldeogarh (Tikamgarh), Bina 

(Sagar), Biora (Rajgarh), Chhatarpur, Dindori, Gadarwara (Narsinghpur), Gairatganj (Raisen), 

Gohad (Bhind), Gopadniwas (sidhi), Guna, Hoshangabad, Huzur (Bhopal), Huzur (Rewa), 

Indore, Itarsi (Hoshangabad), iJabera (Damoh), Jaura (Morena), Jawad (Nee~uch), Jhabua, 

Jobat (Alirajpur); Kailaras (Morena), Kalapipal (Shajapur), Kasrawad (Khargone),Khargone, 

Mandsaur, Moman BadodiyJ (Shajapur), Mudwara (Katni), Nagda (Ujjain), Naugaon 

·. (Chhatarpur), Nep~nagar (BJrhanpur), Panduma (Chhind~ara), Panna, Raisen, Sanver 

(Indore), Seoni, Seonimalwa j. (Hoshangaba~), ShajapW:'. _Shujalp~. (Shajapur), Singrauli, 
Sohagpur (Shahdol), Tendukhera (Damoh), Tikamgarh, UJJamand V1d1sha. · 

Footnote no.15 (Para 5.2.12) 

Badnagar (Ujjain), Baldeogarh (Tikamgarh); Biaora (Rajgarh), Chhatarpur, Damoh, Dewas, 

Dhar, Gadarwara (Narsinghpurj, Guna, Harda, Hoshangabad, Itarsi (Hoshagabad), Jabera 

(Da~oh),.Jaora (Ratlam), Jobatl(Alirajpur), Kasrawad (Khargone),Maiher (Satna), Mandsaur, 

Mhow (Indore), Neemuch, Nep~nagar (Burhanptir), Panduma (Chhindwara),Panna, Raisen, 

Ratlam, Shajapur, Shujalpur (SJajapur); Sohagpur (Shahdol) and Vidisha. . 
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Annex1uure- D 

Footnote no. 17 (Para 5.2.13) 

Al_irajpur, Anuppur, Ashoknagar, Balaghat, Baldeogarh (Tikamgarh), Bina (Sagar), Biora 

(Rajgarh), Burhanpur, Chhatarpur, Damoh, Dewas, Dhar, · Dharampuri (Dhar), Dindori, 

Gadarwara (Narsinghpur), Gairatganj (Raisen), Gohad (Bhind), Gopadniwas (Sidhi), GUiia, 

Gwalior,. Harda; Hoshangabad, _. Huzur (Bhopal), Huzur (R~wa), Indore, Ishagarh 

(Ashoknagar), _!tarsi (Hoshangabad), Jabalpur, Jabera (Damoh), Jaura (Morena),. Jawad · 

(Neemuch), Jawra (Ratlam); Jhabua, .. Jcibat. (Alirajpur), Kailaras (Morena), Kalapipal 

· (Shajapur), Kasrawad · · (Khargone),Khargone, Khategaon (Dewas), Lakhanadon (Seoni), 

Maiher (Satna), Mhow (Indore), Moman Badodiya (Shajapur), Mudwara (Katni), Mungawali 

(Ashoknagar), Nagda (Ujja_in), .. Narsinghpur; Nepanagar (Burhanpur), Pandurna (Chhindwara), 

Panna, Raisen, Ratlam, Sagar, Sanver (Indore), Sardarpur (Dhar), Seoda (Datia), Seoni, 

Seonimalwa (Hcishangabad), Shajapur, Sheopur, Shujalpur (Shajapur), Singi:auli, Sohagpur 

(Shahdol), Tikamgarh, Ujjain, Vidisha and Vijaypur (Sheopur). . \ 

Annexure= E 

Footnote no. 19 (Para 5.2.15.1) 

Alirajpur, Ashoknagar, . Ater (Bhind), Badnagar (Ujjain); Bairasiya (Bhopal), Baldeogarh 

(Tikamgarh), Bina (Sagar), Biora (Rajg~?), Chhatarpur, Damoh, Dewas, Dhar, Dharamptiri 

(Dhar), Dindori, Gairatganj (Raisen), Gohad (Bhind), Gopadniwas (Sidhi), Gyaraspur 

(Vidisha), Harda, Hoshangabad, Huzur (Rewa), Ishagarh (Ashoknagar), !tarsi (Hoshangabad), 

Jabalpur, Jabera (Damoh), Jaura (Morena), Jawad (Neemuch), Jawra (Ratlam), Jhabua, Jobat 

(Alirajpur), Kailaras (Morena), Kalapipal (Shajaprir), Kasrawad (Khargone),Khargone, 

Lakhanadon (Seoni), Lateri (Vidisha), Maiher (Satna), Mandsaur, Mungawali (Ashoknagar), 

Nagda (Ujjain), Naugaon (Chhatarpur), Nepanagar (Burhanpur), Pandurna (Chhindwara), 

Patina; Rajgarh, Sagar, Sanver (Indore); Sardarpur (Dhar), Seoda (Datia), Seoni, Seonimalwa 
/ . 

(Hoshangabad), Shajapur, Sheopur, Shujalpur (Shajapur), Singrauli, Sironj (Vidisha), 

Sohagpur (Shahdol), Tendlikhera (Daill.oh), Tikamgarh, Vidisha andVijaypur (Sheopur). 
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