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J~a~~~P_R_E_F_A_c_E~~~~r 
This Report is prepared for submission to the Governor of the late of Madhya 
Prade h under Article 15 1 of the Constitution of lndia. 

The aud it of revenue receipts of the tate Government is conducted under 
ection 16 of the Comptroller and Aud itor General's (Duties, Power and 

Conditions of ervice) Act, 1971 . Thi s report presents the results of audit o f 
receipts compris ing commercial tax, state excise, taxes on vehicles, stamps and 
registration fees, other tax and non tax receipts o f the Government of Madhya 
Pradesh. 

T he cases mentioned in the Report are among those which came to notice in the 
course of test audit of accounts during the year 201 2- 13 as well as those which 
had come to notice in earli er years but could not be reported in previous A udit 
Reports; matter re lating to the peri od subsequent to 20 12-13 have also been 
included, wherever necessary. 

Audit has been conducted in confo rm ity wi th the Aud iting Standards issued by the 
Comptro ller and Auditor Genera l of lndia. 
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OVERVIEW 

This Report contains 35 paragraphs including one review relating to non/short 
levy of tax, interest, penalty, etc. invo l ving ~ 343.19 crore. Some of the major 
find ings are mentioned below: 

11 General 

The total receipts of the State Government for the year amounted to 
~ 70,427.28 crore aga i nst~ 62,604.08 crore for the previous year. Fifty three 
per cent of this was raised by the State through tax revenue(~ 30.581.70 crore) 
and non-tax revenue (~ 7,000.22 crore). The balance 4 7 per cent was received 
fro m the Government of Ind ia as State's share o f div isible union taxes 
(~ 20.805.16 crore) and grants-in-aid (~ 12,040.20 crore). 

(Paragraph 1.1.1) 

Test check of records o f 378 units o f Commercial Tax, State Excise, Taxes on 
Vehicles, Stamps and Registrati on Fees, Land Revenue, Entertainment Duty, 
Taxes and duty on Electricity and Mining receipts conducted during the year 
2012-1 3 revealed under-assessment/short levy/ loss of revenue amo unting to 
~ 764.89 crore in 8,98,782 cases. 

(Paragraph l.9.3) 

In Commercial Tax 

Audit of "Refund under Section 37 of Madhya Pradesh Value Added Tax 
(VAT) Act, 2002" revealed that: 

Outstanding amount of refund cases at the end of 20 12- 13 compared to that of 
20 11-1 2 indicated an increase o f 74.07 per cent. 

(Paragraph 2.8.6) 

Inaction of the Department in initiating refund proceedings resul ted in undue 
accumulation of refund amounting to ~ 9 1. 79 lakh in 20 cases. 

(Paragraph 2.8.7.2) 

The AAs surpassed the limit of sanctioning the refund in 21 cases, amounting 
to ~ 2.57 crore. 

(Paragraph 2.8.7.5) 

Tax of ~ 4.37 crore was short rea lised from 37 dea lers due to appl ication of 
incorrect rate of tax in 42 cases in 27 offices. 

(Paragraph 2.9) 

Tax of~ 3.70 crore was short reaJised fro m 12 dealers in 12 cases due to 
irregular a llowance of input tax rebate in 12 offices. 

(Paragraph 2.11.1to2.11.3) 



There was non-levy o f tax amounting to ~ 3.35 crore including interest and 
penalty of ~ I . I 0 crore from 25 dealers in 25 cases due to incorrect 
determination of turnover in 18 offices. 

(Paragraph 2.12) 

There was non/short levy of entry tax amounting to ~ 2.67 crore including 
interest and penalty of ~ 1.14 crore against 37 dea lers in 43 cases in 27 offices. 

(Paragraph 2.13) 

I 111 State Excise 

Audit of "Wastage of liquor during export, transport and manufacturing" 
revealed that: 

Penalty of~ 9.56 crore had not been imposed due to delay in sending the cases 
for competent authority"s approval by the Office-in-charge. 

(Paragraph 3.7.9.2) 

T here was non-levy/ reali sation of penalty amounting to ~ 1.24 crore on excess 
wastages of bottled country liquor. 

(Paragraph 3.7.10.1) 

on-levy/reali sation of penalty amounted to ~ 1.03 crore on excess wastages 
o f foreign I iquor. 

(Paragraph 3.7.10.2) 

Penalty of~ 3.76 crore was not recovered after a lapse of eight to 64 months in 
2.699 cases. 

(Paragraph 3.7.12) 

Irregular issue of export/transport permits by the Department and 
export/transport agai nst wh ich Excise verification certificates were not 
received resulted in non realisation of revenue of~ 4.58 crore. 

(Paragraph 3.9) 

In six foreign liquor bottling units of four districts, supervision charges of 
~ 54.80 lakh were not recovered. 

(Paragraph 3.12) 

l1v ~Taxes on Vehicles 

T here was lack of co-ordination and inadequate monitoring between the 
Transport Commissioner Office and unit offices in respect o f Public service 
vehicles/Goods vehicles of other states plying on Bi-lateral Agreements in 
Madhya Pradesh with the possibility of escapement from payment of tax . 

(Paragraph 4.7.6) 

Short-rea lisation of consolidated fee for grant of authori sation in respect of 
ational Permits and non-compliance of orders of Government of India 

Ministry of Road Transport and Highways (Ma) 20 I 0) amounted to ~ 5.87 
lakh. 

(Paragraph 4. 7.8) 

VIII 



Overl'il!ll' 

Non-realisation or tax and penalty on goods vehicles plying on National 
permits amounted to < 68. 78 lakh. 

(Paragraph 4.7.9) 

Vehicle tax and penalty of < 148.26 lakh on goods vehicles of other states 
plying on Bi-lateral Agreement in Madhya Pradesh was not realised. 

(Paragraph 4.7.10) 

I ax and penalty of < 12.83 crore was not realised in respect of 2,487 vehicles 
in 27 offices. 

(Paragraph .i.8.1) 

·r here was non/short realisation of trade fees of < 3.95 crore from the dealers 
in 17 offices. 

(Paragraph 4.11) 

Iv Land Revenue 

Non-levy of interest on belated payment 111 one na::ul resulted in non 
real isation of revenue or< 26.4 1 crore. 

(Paragraph 5.8) 

Land revenue and upkar of < 85.28 lakh collected by seven Tahsi l offices 
between October 20 11 and September 20 12 was deposited in Punchuyut Nidhi 
rather than in the treasur) under Major I lead ·0029· Land Revenue. 

(Paragraph 5.9) 

!vi Stamps and Registration Fees 

Stamp duty and registration fees or < 82.1 7 crore was short levied on 
development/builder agreement in 180 cases. 

(Paragraph 6.8.3) 

There was short levy or stamp duty and registration fees of < 5.48 crore due to 
misclassification of documents in 155 cases. 

(Paragraph 6.8.4) 

Non/shor1 levy of stamp duty and registration fees on mortgage deeds 
executed by colonisers/developers resulted in non realisation of revenue of 
< 59.05 crore in 845 cases. 

(Paragraph 6.8.5) 

Short levy of stamp duty and registration fees on instruments or lease deeds 
and non levy of penal!) resu lted in non realisation or re,·enue of < 15.17 crore 
in Jive cases. 

(Paragraph 6.9) 

Delay in execution and registration of lease deed or Na::u/ land resulted in loss 
or stamp dut) and registration fees of< I 5.09 crore. 

(Paragraph 6.10) 

IX 



Non fi nalisation of cases referred by Sub-registrar lo the Collector o f stamp 
for determination of market value and incorrect determination of market value 
resulted in short levy/non realisation of stamp duty and registration fee of 
~ 4.33 crore in 340 cases. 

(Pa ragraph 6.1 J) 

lvn Mining Receipts 

Review of''Mining Receipts in Madhya Pradesh" revea led that: 

Unauthorised excavation and extraction of minerals beyond the approved 
min ing plan led to non- recovery of cost of minerals ~ 8.0 I crorc by seven 
lease holders. 

(Paragraph 7.6.1 7) 

Irreparable damages were caused to environment due to illegal mining. 

(Paragraph 7.6. 18) 

There was non/short rea li sation of contract money of~ 1.43 crore and interest 
of~ 1.94 crore on belated payments o f royalty and dead rent. 

(Paragraph 7.6.19 and 7.6.20) 

Inaction of the Department resulted in short reali sati on of royalty and dead 
rent of ~ 6.88 crore. 

(Paragraph 7.6.21 and 7.6.22) 

There was short levy and collection of Rural Infrastructure and Road 
Development Tax and Stamp Duty and Registration Fees of 
~ 28.97 crore. 

(Paragraph 7.6.23 and 7.6.24) 

x 
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[ EXECUTIVE SUMMARY 

What we have highlighted 
in this Chapter 

Trend of revenue receipts 
of the State Government 

Non-compliance of 
observations included in 
the Inspection Reports 
(I Rs) 

In this Chapter. we present the trend of Revenue 
Receipts of the State Government. variations 
between budget estimates and actual receipts. 
response of the Government towards audit. 
position of the Departmental audit committee 
meetings. position of compliance made by the 
Government/Departments to deal with issues 
raised by Audit. position of outstanding 
paragraphs in Inspection Reports and impact of 
audit conducted during the year 20 12- 13. 

The revenue receipts of the Government of 
Madhya Pradesh comprises of tax and non-tax 
revenue raised by the State Govenunent. the 
State's share of net proceeds of divisible Union 
taxes and duties assigned to State and Grants­
in-aid recei ved from the Government of India. 

During the year 2012- 13. the revenue raised by 
the State Government was ~ 37.581.92 crore 
which was 53 per cent of the total receipts. 
The balance 47 per cent of receipts amounting 
to~ 32.845.36 crore during 201 2-13 were from 
the Government of India. 

Inspection Reports issued up lo December 201 2 
di sclosed that 17.653 paragraphs re lating to 
4.239 I Rs invoh ing ~ 7.953.5 crore remained 
outstanding at the end of June 2013 for want of 
compliance. 

The first replies required lo be received from 
the Heads of offices \\ ithin one month from the 
date of issue of the IRs were not received 
(30 June 20 13) for 327 !Rs issued up to 
December 20 12. This pende ncy of the lRs due 
to non-receipt of the replies is indicative of the 
fact that the Heads of Offices and I leads of 
Departments did not initiate action to rectify the 
defects. omissions and irregularities pointed out 
by the Accountant General in the !Rs. 

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

Non-production 
records to audit 

Departmental 
Committee 
(ACl\ls) 

of 124 offices of five Departments (Commercial 
Tax. Registration and Stamps. Revenue. Mines 
and Geology and State Excise) did not furnish 
2.33 1 tax assessment records during 
20 12-13. 

Audit We noticed that during 20 12- 13. only 
Meetings Commercial Tax Department had convened two 

Audit Committee Meetings (J\.CMs) ~herein 
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Status of compliance to 
Audit Reports (2007-08 to 
2011-12) 

Our Conclusion 

224 paragraphs involving money value of 
~ 11.82 crore were settled, while other 
Departments did not take any initiative to hold 
AC Ms. 

It is recommended that the Government may 
ensure convening of periodical ACMs by all the 
Departments for effective and expeditious 
settlement of outstanding paragraphs. 

In respect of Audit Reports pertaining to the 
years 2007-08 to 2011-12, the Government/ 
Departments accepted audit observations 
involving money value of~ 1,146.13 crore, of 
which ~ 253.57 crore had been recovered till 
March 2013. 

Audit observations involving financial effect of 
~ 764.89 crore were issued during the period 
2012-13. The Departments/Government 
accepted observations involving~ 372.31 crore. 
The Department recovered ~ 3 .18 crore in 
293 cases during 2012-13. It is recommended 
that the Government may make efforts to 
recover the amounts involved in the accepted 
cases at the earliest. 

The amount outstanding as arrears of revenue 
for more than five years was 13 .90 per cent of 
the total outstanding amount. The State 
Government may make efforts to ensure the 
recovery of the outstanding amount at the 
earliest. 

The Government may take suitable steps to 
introduce an effective procedure for prompt and 
appropriate response to audit observations as 
well as taking action against the officials for 
failure to send the replies to the !Rs/paragraphs 
as per the prescribed time schedule and also for 
not taking, action to recover loss/outstanding 
revenue in a time bound manner. 

2 



CHAPTER-I 
GENERAL 

11.1 Trend of revenue receipts 

1.1.1 The tax and non-tax revenue raised by the Government of Madhya 
Pradesh during the year 20 12-1 3, the State's share of net proceeds of divisible 
Union taxes and duties assigned to States and grants-in-aid received from 
the Government of lndia during the year and the corresponding figures 
for the preceding four years are mentioned in the table no. 1.1: 

Table No. 1.1 

(~in crore) 

SI. Particulars 2008-09 2009-10 2010-11 2011-12 2012-13 
No. 

I. 2. 3. 4. 5. 6. 7. 

I. Revenue raised by the State Government 

• Tax revenue 13,6 13.50 17,272.77 2 1,419.33 26,973.44 30,581.70 

• Non-tax 3,342.86 6,382.04 5,719.77 7,482.73 7,000.22 
revenue 

Total 16,956.36 23,654.81 27, 139.10 34,456.17 37,581.92 

2. Receipts from the Government of India 

- Share of net 10,767. 14 11 ,076.99 15,638.52 18,2 19. 14 20,805.161 

proceeds of 
divis ible Union 
taxes and duties 

• Grants-in-aid 5,853.7 1 6,662 .87 9,076.56 9,928.77 12,040.20 

Total 16,620.85 17,739.86 24,715.08 28,147.91 32,845.36 

3. Total receipts of 33,577.21 41 ,394.67 51,854.18 62,604.08 70,427.28 
the State 
(I and 2) 

4. Percentage of 50 57 52 55 53 
I to 3 

(Source: Finance Accounts of the Government of Madhya Pradesh) 

The revenue of the state government has increased at compounded annual 
growth rate (CAGR) of 16.90 per cent over past 5 years. 

Tbe above table indicates that during the year 20 12- 13, the revenue raised by 
the State Government was 53 per cent of the total receipts (~ 70,427.28 crore) 
against 55 p er cent in the preceding year. The balance 4 7 per cent of receipts 
during 20 12- 13 was from the Government of India. 

For details please see s tatement No. I I: " Detailed accounts of revenue by minor 
heads" in the Finance Accounts of the Gove rnment of Madhya Pradesh for the year 
201 2-1 3 . Figures under the head "Share of net proceeds assigned to States" booked in 
the Finance Accounts under A-Tax revenue have been excluded from the revenue 
raised by the State and inc luded in the State 's share of divis ible Union taxes in this 
statement. 
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1.1.2 The table no. 1.2 presents the details of tax revenue raised during the 
period from 2008-09 to 2012- 13: 

Table No. 1.2 
(~in crorc) 

lltad or rn'Hut 2008-09 2009·10 2010.11 2011·12 2012-13 Ptr«ntagt or 

' 
inrrca!lt' (+ )t 

dtrrt•!lt (-)in 
2012-13 onr 

2011-12 

2. J. 4. s. 6. 7. 8. 

Taxes on sales. trade etc. 6.842. 99 7.723 82 10,256 76 12.516 73 14.856.30 (+) 18.69 

!>tate e\cise 2,301 95 2.951 94 3,603 42 4,316.49 5,078 06 (+ ) 17.64 

Stamps and Rcg1s1ra11on 1,479.29 1.783 15 2,514.27 3,284 41 3,944.24 (+) 20 09 
tees 

Taxes on goods and 1.332 57 1.332 88 1,746 20 2,047 46 2.395.03 (+) 1698 
passengers 

·1 axes on vehicles 772 56 919.01 1.198 38 1,357 12 1,53 1.25 (+ ) 12 83 

Ta'lc~ and duties on 343 06 2.146 49 1,..176.32 1.773.32 1,477.71 {-) 16.67 
clcClrlCll) 

Land rc\ enue 338 84 18003 360 81 27906 443.59 (+ ) 58 96 

Other taxes on income 172. 29 203 92 217 89 248 90 254.52 (+)2 26 
and c:1.pcnditure - ta\es 
on professions. trades 
call ings and employments 

Other taxes and duties on 20 28 19.21 2942 52.29 188.10 (+) 259.72 
commodities and sen ices 

I lotel recc1p1s 9 67 12.20 15.85 18.33 - -
Ta\CS on 1mmO\ able - 012 0.01 1,07933 4 12 90 (-) 61 74 
propcny other than 
agncullural land 

Total 13,613. 50 17,272.77 21,419.33 26,973 .. U 30,581.70 

(Source: Finance Accounts of the Gol'ern111ent of Madhya Pradesh) 

The fo llowing reasons for variation were reported by the concerned 
Departments: 

Taxes on sales, trade etc. - The increase of 18.69 per cent was due to better 
tax compliance. 

State excise - The increase of 17.64 per cent was attri buted to the increase in 
execution amount realised through auction or liquor shops. 

tamps and Registra tion fees - The increase of 20.09 per cent was due to 
registration of more documents and rise in the market value of immovable 
properties. 

Taxes on vehicles - The increase of 12.83 per cent was due to speedy 
adoption of computerisation. 

Taxes and dutic on electricity - The decrease of (-) 16.67 per cent was 
stated due to reali sation of arrears of electricity duty and interest pertaining to 
the previous years in 201 1-1 '.2. 

The other Departments did not info rm the reasons fo r variation 
(January 2014). despite being requested (July 20 13). 

4 



Chapter - I : General 

l.l.3 The table no. 1.3 presen ts the details of major non-tax revenue raised 
during the period 2008-09 to 201 2-1 3: 

Table No. 1.3 

(~in crore) 

. I. Heid of rtnnur 2008-09 2009-10 2010- 11 2011-12 2012- IJ Ptrftnllgr of 
, o. intrtaH (+)/ 

dttrtlH (-) in 
2012- IJ over 

2011-12 

I. 2. J. ... 5. 6. 7 . 8. 

I. Non-ferrous mining 1.361 08 1.590.47 2.1 21.49 2.03831 2.443.39 (+) 19 87 
and metallurgical 
industries 

2 Forestl) and wildlife 685.60 802.00 836.61 878.81 910.38 (+ ) 3 59 

3. Miscellaneous 380.17 399.12 143.00 145.44 30.40 (-) 79 JO 
general services 

4 Interest receipts 163. 29 1,284 03 298.56 1,57 1.41 301.47 (-) 80.82 

5 Other adnumstrall\'e 55.58 80.94 85. 14 106.05 239.15 (+) 125.51 
en ices 

6 Ma1or and medium 37.08 56 75 194.89 263 IS 137 74 (-) 47.66 
irrigation 

7 Police 23.63 41.98 62.55 63 19 83.59 (+) 32.28 

8. Public works 2 1.74 27.37 36.77 47 92 33.22 (-) 30.68 

9. Medical and public 20.88 2 1 84 22.77 30.16 44 83 (+) 48.64 
health 

10 Co-operauon 13.25 9 08 17.05 11.65 13.02 (+) 11.76 

11. Other non-tax 580.56 2.068 46 1.900.94 2.326.64 2.763.03 (+) 18.76 
receipts 

Total 3,342.86 6,382.04 5,7 19.77 7,482.73 7,000.22 

(Source: Finance Accounts of the Government of Madhya Pradesh) 

The following reasons fo r variation were reported by the concerned 
Departments: 

Non-ferrous mining and metallurgical industries - The increase of 19.87 
per cent was attributed to the increase in the royalty of coal and recovery of 
amount outstanding with large companies in the financial year 2011-1 2. 

Forestry and wildlife - The increase of 3.59 per cent was attributed to 
increase in sale price. 

Co-operation - The increase o f 11 . 76 per cen1 was attributed to increase in 
recovery of interest on loan. 

The other Departments did not infonn the reasons for variation 
(January 20 14). despite be ing requested (July 20 13). 

5 
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I 1.2 Variations between the budget estimates and actual receipts 

According to para A- l 5 read with para 6.6. l of 
Madhya Pradesh Budget Manual (Manual), the 
estimates of revenue receipts should 
include/project the actual demand including arrears 
due for the past years and probability of thei r 
realisation during the year. According to Rule 192 
of Madhya Pradesh Financial Code, the Finance 
Department is required to prepare the estimates of 
revenue after obtajning necessary information/data 
from the respective Department/Government. 

Table No. 1.4 

The variations 
between the 
budget estimates 
and actual receipts 
for the year 
20 12- 13 in respect 
of the principal 
heads of tax and 
non-tax revenue 
are mentioned in 
the tab le no. 1.4: 

~in crorc) 

SI. No. Head of revenue Revised Actual Variation Percentage 
budget receipts excess (+) or increase (+)/ 
estimates shortfall(-) decrease (-) 

I. 2. 3. 4. 5. 6. 

Tax revenue 

I. Taxes on Sales, 14,500.00 14,856.30 (+) 356.30 (+) 2.46 
Trade etc. 

2. State Excise 5,000.00 5,078.06 (+) 78.06 (+) 1.56 

3. Stam ps and 3,450.00 3,944.24 (+) 494.24 (+) 14.33 
Registration fees 

4. Taxes and duties on I ,370.00 1,477.7 1 (+) 107.7 1 (+) 7.86 
electricity 

5. Taxes on vehicles 1,500.00 1,53 1.25 (+) 31.25 (+) 2.08 

6. Land Revenue 550.00 443.59 (-) 106.4 1 (-) 19.35 

7. Taxes on goods and 2,400.00 2,395.03 (-)4.97 (-)0.2 1 
passengers 

Non-tax revenue 

I. Non·ferrous mining 2,350.00 2,443.39 (+) 93.39 (+) 3.97 
and metallurgical 
industries 

2. Interest receipts 20 1.78 30 1.47 (+) 99.69 (+) 49.4 1 

3. Forestry and wild 960.32 9 10.38 (-)49.94 (-)5 .20 
li fe 

The reasons for variation were intimated only by the Stamps and Registration 
Department: 

Stamps and Registration fees - The increase of 14.33 per cent was mainly 
due to registration of more documents and rise in the market value of 
immovable properties. 

6 



SI 
No. 

I. 

I. 

2. 

3. 

4. 

5. 

Total 
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lt.3 Analysis of arrears of revenue 

The arrear of revenue as on 31 March 20 13 in res pect of some principle heads 
of revenue amounted to ~ 91 3.47 crore o f which ~ 126.95 crore was 
outstanding for more than fi ve yea rs as mentioned in the table no. l .5: 

Table No. 1.5 

~in crore) 

Heads of revenue Amount Amount outstanding Amount 
outstanding as on for more than five pending 

31 March 2013 years as on 31 March under Court 
2013 

2. 3. 4. 5. 

Taxes on sales, trade etc. 557.75 -- 56.93 

State Excise 71 .08 63 .40 5.25 

Stamps and registration 85 .32 34.25 32.67 

Non-ferrous 
.. 

and 14.19 14.19 m111111g --
metallurgical industries 

Taxes and Duties on Electricity 185. 13 15. 11 39.72 

913.47 126.95 134.57 

The position of arrears of revenue at the end o f 20 12-1 3 in respect o f o ther 
Departments was not furnished by the Government/Department despite being 
requested (July 201 3). 

j 1.4 Arrears in assessment 

The deta ils of assessments re lating to Sa les tax/YA T. Profess ion 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 di sposed 
of during the year and pending cases at the end of each year during 201 0- l 1, 
201 1-12 and 201 2-1 3 as furni shed by the Commercial Tax Department are 
mentioned in the table no. 1.6: 

Table No. 1.6 

Name of lat \'ear Opening New cases Total Cases Balance al Percent-
ba lance due for assess- disposed of the end of age of 

assessment men ts durinj? the year column 
during lhe due the ~ear 6 to5 

~ear 

I 2. 3 4 5 6 7 8 

Sales taxi 20 10- 1 I 2.4-1,9222 2.53.990 4,98,912 3.74,824 1.24,088 75.13 
VAT 20 11 -12 1,24,088 2,94.265 4.18.353 3.30.229 88,124 78.94 

20 12- 13 88.124 2.32,539 3,20.663 2,00.552 1.20. I 11 62.54 

Profession 20 10- 11 1.06,678 88,196 1,94,87-1 1.27.626 67,248 65.49 
tax 20 11 -12 67,248 1.19.154 1,86.402 1.22,991 63,4 11 65.98 

2012- 13 63.41 I 89.708 1,53. I 19 1,05.9-15 47,174 69.19 

The figure was not tallying with last year's closing balance where it was shown as 
2,4 7,922. Now the Department had reconciled the figures and reported that the 
fi gures of opening balance as 2,44.922. 
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I 2. 3 .. 5 
l 6 7 8 I 

l:!ntl) tax 2010-11 1.5 1 732 2,00.164 3.5 1.896 2.62,535 89.361 74.61 

20 11 -12 89.361 2,27.878 3. 17.239 2,55. 173 62,066 80.4-1 

2012-13 62.066 1.93.494 2.55,560 1.64.443 91,11 7 64.35 

Luxury tax 201 0- 11 638 3,619 4.257 3.234 1.023 75 97 

20 11-12 1.023 308 1.331 9 11 420 68.44 

2012-13 420 1.337 1.757 87 1 886 49.57 

Tax on works 2010- 11 2.631 6,704 9.335 6,593 2,742 70 63 
contracts 2011 -12 2.742 5,328 8,070 5,450 2,620 67.53 

2012-13 2.620 7.371 9.991 6.305 3.686 63 11 

Thus, there has been decrease in disposal of assessment cases relating to sales 
taxN AT, entry tax and luxury tax during 20 12-1 3 as compared to the previous 
year. 

1.S Evasion of tax 

The details of evasion as reported by the Departments are mentioned in the 
table no. 1.7: 

Table No. 1.7 

Name of the Cases Cases Total No. of cases in which assessments/ No. of 
tax/duty pending detected investigations completed and pending 

as on JI during additional demand including cases as 
March 2012-13 penalty etc. raised on 31 
2012 No. of cases Amount of demand March 

(tin crore) 2013 

2. 3. 4. 5. 6. 7. 8. 

Taxes on 253 239 492 220 122.81 2673 

sales, trade 
etc. 

State Excise 29 NIL 29 NIL NIL 29 

Stamps and 13,685 10,734 24.419 8,025 32.20 16.394 
Registration 
fees I 

Thus, there was increase in the number of pending cases relating to taxes on 
sales, trade etc, and stamps and registration fees. 

1.6 Refunds 

The number of refund cases pending at the beginning of the year 201 2-13, 
cla ims received during the year, re funds allowed during the year and cases 
pending at the end of the year 20 12-13 as reported by the Departments are 
mentioned in the table No. 1.8: 

The Department did not furn ish any reason for difference in opening and closing 
balance. 
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Table No 1.8 

~in crorc) 

Category Sales TaxNAT Taxes and duties Stamps and State Excise 
on electricity Registration Fees 

No. of Amount No. of Amount No. of Amount No. of Amount 
cases cases cases cases 

2. 3. 4. 5. 6. 7. 8. 9. 10. 

Claims outstanding 548 8.74 129 2.58 1,676 2.97 22 
at the beginning of 
the year 

Claims received 5,462 438.07 111 3.25 845 4.13 18 
during the year 

Refunds made 5,350 352. 12 39 2.58 779 2.6 1 26 
during the year 

Balance 660 94.69 200 2.8 14 1,742 4.49 14 
outstand ing at the 
end of the year 

Thus, there was an increase in the number and amount or refund cases at the 
end of the year in all the Departments except State Excise Department. 

[1. 7 Response of the Departments/Government towards audit 

The succeeding paragraphs 1.7.1 to 1.7.5 discuss the response of the 
Departmcnts/Govenm1ent towards audit observations/recommendations. 

lt.7.1 Compliance to audit observations 

The Accountant General (Economic and Revenue Sector Audit), Madhya 
Pradesh (AG) conducts periodical inspection of the Government/Departments 
to test check the transactions and verify the maintenance of the important 
accounts and other records as prescribed in the rules and procedures. These 
inspections 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 report compliance through initial reply to 
the AG within one month from the date of issue of the IRs. Serious fi nancial 
irregularities are reported to the beads of the Departments and the 
Government. 

We reviewed inspection reports issued up to December 201 2 and found that 
14,752 paragraphs i n vol ving ~ 6,783 .96 crore relating to 3,695 IRs remained 
outstanding at the end of June 201 3 as mentioned in the table no . 1.9 a long 
with the corresponding figures for the preceding two years: 

Difference between sl. no. I and -I of Taxes and duties on electricity due to 
reconciliation reported by the Department (August 201 3 ). 
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Table No. l.9 

June 2011 June 2012 June 2013 

Number ofoutstanding !Rs 3,690 3,465 3,695 

Number of outstanding aud it 13,285 13,506 14,752 
observations 

Amount involved (~ in crore) 9,355.55 6,834.02 6,783.96 

The Department-wise details of the IRs and audit observations outstanding 
as on 30 June 20 13 and the amounts invo lved are mentioned in the table 
no. 1.1 0: 

Table No. 1.10 

(~in crore) 

SI. Name of the Nature of Number of Number of Money 
No. Department receipts outstanding 

I 
outstanding audit value 

IRs observations invoh·ed 

I 2 3 4 s 6 

I. Commercia l TaxesNATon 1038 5 172 1012.2 1 
Tax sales, trade etc. 

2. Energy Taxes and duties 48 161 309.95 
on electricity 

3. State excise Entertainment tax 200 392 19.41 

State excise 224 850 675.91 

4. Revenue Land revenue 1070 3374 2534.35 

5. Transport Taxes on vehicles 425 2264 36 1.18 

6. Registration Stamps and 471 1422 2 11.08 
and Stamps Registration fees 

7. Mines and Nonferrous 219 111 7 1659.87 
Geology mining and 

metallurgical 
industries 

Total 3695 14752 6783.96 

Year-wise and age-wise breakup of the outstanding Inspecti on Reports, Paras 
as on June 2013 are mentioned in the table no. 1.11 : 

Table No. I .J 1 

Period of Inspection Number of Number of Paras Outstanding 
Reports Inspection Reports Inspection Reports 

(Age wise) 

I. 2. 3. 4. 

Up to 2005-06 1219 3656 7 years 

2006-07 289 920 6 years 

2007-08 352 1047 5 years 

2008-09 387 1599 4 years 
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I. 2. 3. 4. 

2009- 10 403 l968 3 years 

2010-11 397 1988 2 years 

2011-1 2 339 1782 I year 

201 2-1 3 309 1792 -

Even the fi rst replies required to be received fro m the heads of o ffices within 
one month from the date of issue of the IRs were not received fo r 327 IRs 
issued up to December 20 12. This large pendency of the I Rs due to non­
receipt of the replies is indicati ve of the fact that the heads of offices and 
heads of the Departments failed to initi ate action to rectify the defects, 
omissions and itTegularities pointed out by the AG in the IRs. A lthough thi s 
was po inted out in the earlier report fo r the year ended 3 1 March 20 12. no 
corrective measures were taken in this regard. 

lt is recommended that the Government may take suitable steps to 
establish an effective procedure for prompt and appropriate response to 
audit observations as well as taking action against officials/officers who do 
not send replies to the !Rs/paragraphs as per the prescribed time 
schedules and also fail to take action to recover loss/outstanding demand 
in a time bound manner. 

lt.7.2 Departmental audit committee meetings 

The Government sets up audit committees to monitor and expedite the 
progress of the settlement of paragraphs in the Inspection Reports. Details of 
two audi t committee meetings he ld in respect of Commerc ial Tax Department 
during the year 2012- 13 are mentioned in the table no. 1.12: 

Table No. 1.12 

(~in crore) 

Period of IRs IRs settled Paras Amount 
settled 

I. 2. 3. 4. 

up to 2005-06 8 18 0.69 

2006-07 I 7 0.15 

2007-08 I 35 0.33 

2008-09 - 64 5.80 

2009-10 - 70 3.93 

2010-11 - 2 1 0.73 

201 1-1 2 - 9 0.19 

Tota l JO 224 11.82 

It is recommended that the Government may ensure convening of 
periodical ACMs by all the Departments for effective and expeditious 
settlement of outstanding paragraphs. 
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11.7.3 Non-pr~duction of records to audit for scru_ti_n~y _____ _ 

The programme of local audit of tax/non-tax 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 1--eep the 
relevant records ready for audit scrutiny . 

During 2012-13, as many as 2331 assessment files, registers and other relevant 
records relating to 124 offices were not made available to audit. The tax effect 
could not be computed in all the cases. Department-wise break up of such 
cases are given in the table no. 1. 13: 

Table No. 1.13 

(~in crorc) 

Name of Nature of receipts ~umber of Number of cases in which Re\Cnue 
OepartmenU assessment cases revenue involved could be involved 
No. of offices not audited ascertained 

-
I. 2. J . 4. 5. 

Commercial Ta.x/64 Sales tax/VA I 1951 - -
Registration and Stamps and 22 - -

tamps/10 Registration fees 

Re\ enue/32 Land revenue 315 - -

Mines and Geology I Non-ferrous mining 37 - -
15 and metallurgical 

industries 

State E:.xcisc/ State E.xcise 6 - -
03 

Total 2331 - -

1.7.4 Response of the De~artments to the draft audit ara ra hs 

The draft audit paragraphs proposed for inclusion in the Report of the 
Comptroller and Auditor General of India are forwarded by us to the Principa l 

ecretaries/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 Depa11ment is invariably 
indicated at the end of each paragraph included in the Audit Report. 

50 paragraphs (clubbed into 35 paragraphs) included in this Report were sent 
to the Principal Secretaries/Secretaries of the concerned Departments between 
April and July 2013 . Their replies have not been received (January 2014). 

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

1.7.5 Follow up on Audit Re orts-summarised osition 

As per the instructions issued (November 1994) by the State Legislative 
Affairs Department, Action Taken Reports (ATR) on the recommendations of 
the Public Accounts Comminee (PAC) should be submitted within s ix months 
from the date of recommendations by the PAC. 
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Paras related to Audit Report for the year 2007-08 have been discussed and 
46 paragraphs are sti 11 pending for di cussion at PAC le\ el, departmental 
replies relating to 76 paragraphs are still awaited. The details are given in the 
table no. 1.14: 

Table No. 1.14 

Year of Audit No. of Paras in which replies are No. of Paras pending for 
Report awaited discussion 

~ 

I. 2. 3. 
2006-07 - 1 

1007-08 2 -
2008-09 10 20 

2009-10 12 18 

20 10-11 52 7 

Total 76 -'6 

A TRs on the PAC recommendations up to 1992-93 have been received. A TRs 
from 1993-94 to 2007-08 have been partly received and thereafter ATRs have 
not been received from the concerned Departments. Latus of A TRs submitted 
and not submitted is mentioned in the table no. 1.15: 

Table No. 1.15 

Paras included No. of Paras for which No. of Paras for which No. of Paras for which 
in AR recommendations made by PAC ATRs submitted A TRs not submitted 

2 3 4 5 

54 39 24 15 

70 70 37 33 

83 83 52 3 1 

93 93 53 40 

77 77 2 1 56 

69 67 29 38 

65 65 23 42 

64 55 13 42 

49 49 13 36 

58 58 2 1 37 

42 42 23 19 

38 13 7 6 

47 8 0 8 

41 3 I 2 

55 1 1 0 

905 723 318 405 
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1.8 Analysis of the mechanism for dealing with the issues raised 
by audit in respect of Stamps and Registration De~artment 

In order to analyse the system of addressing the issues high ligh ted in the 
Inspection Reports/ Audit Reports b) the Departments/Government, the action 
taken on the paragraphs and performance audits included in the Audit Reports 
of the last I 0 years in respect of one Department is evaluated and included in 
each Audit Report. 

The succeeding paragraphs I .8. 1 to 1.8.2.2 discuss the performance of the 
Stamp Duty and Registration Department to deal with the cases detected in the 
course of local audit conducted during the last six years and also the cases 
included in the Audit Reports for the years 2002-03 to 20 11 -12. 

1.8.1 Position of Ins ection Re orts 

The summarised position of inspection reports issued during the period 
2008-09 to 20 12-13, paragraphs included in these reports and their status as on 
31 March 20 13 arc mentioned in the table no. 1. I 6: 

Table No. 1.16 

(fin crore) 

01J'nlna b1lancr Addition during tbr ~rar C'luranrr durin2 thr yrar Closina halanrr durina lnslJ'rtion 

IRs Pan-
gnphs 

2. .J. 

769 186-1 

716 1782 

58 1 1429 

409 1216 

409 11 87 

lbt )'l'Rr report~ 

\Ion~ I Rs Pan- \loncy IRs Para· \lonr~ IR• I Para- \lonty· oullltandina 

\ 'alur graphs \ 'alut graphs \ "alut . araphs \ 'alur C.\ar "iwl 

4. !I. 6. 7. 8. 9. IO. 11. 12. t.J. 14 . 

85 63 80 3 15 26 03 133 397 15 95 716 1782 95.72 more than 4 
year; 

95.72 88 290 33 76 223 6-13 27 83 581 1429 I 01.65 3 years 

IOI 65 65 26-1 62 16 237 477 20 41 409 1216 14339 2 years 

14339 53 203 60 13 SJ 232 28 78 409 1187 174 73 I year 

174 73 98 344 49 01 69 169 10.88 438 1362 2 12.86 

1.8.2 Assurance given by the Departments/Government on the 
issues highlighted in the Audit Report 

lt.8.2. l Recovery of accepted cases 

The position of paragraphs included in the Audit Reports of the last 10 years. 
those accepted by the Stamps and Registration Department and the amount 
recovered as reported by the Department are shown in the table no. I .17: 
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Table No. 1.1 7 

I~ in crore) 

Year of Number of Money Number of Money No. of Amount Percentage 
Audit paragraphs value of the paragraphs value of paragraphs recovered of 
Report included paragraphs accepted accepted against upto recovery 

including paragraphs which 31.03.13 to amount 
money recovery accepted 
value made 7 to 5 

I. 2. 3. 4. 5. 6. 7. 8. 

2002-03 06 17. 17 05 2.79 05 2.79 100.00 

2003-04 04 1.86 02 1.36 02 1.36 100.00 

2004-05 05 8.65 02 2.87 02 2.87 100.00 

2005-06 03 1.32 03 0.53 03 0.53 100.00 

2006-07 06 2.45 04 0.55 04 0.5 1 92.73 

2007-08 0 1 9 1.57 0 1 45.76 0 1 8.58 18.75 

2008-09 11 16.8 1 08 16.35 08 2.15 13.15 

2009- 10 09 14.72 07 14. 11 07 2.06 14.60 

2010-1 I 13 34.22 07 11.2 1 04 0. 14 

2011-12 10 32.7 1 10 28. 11 0 1 0.08 

The percentage of recovery as compared to the accepted cases has been 
extremely low over the last fi ve years. 

1.8.2.2 Action taken on the recommendations accepted by the 
Departments/Government 

The draft performance audits conducted by the AG are forwarded lo the 
concerned Departments/Government for the ir information with a request to 
furnish their replies. These perfo rmance audits are a lso discussed in an exit 
conference and the Departments/Government views are included while 
finalising the rev iews for the Audit Reports. 

Performance audit on "Assessment and levy of Stamp duty a nd registration 
fee" featured in the Audit Report fo r 2007-08 contained fi ve 
recommendations. No specifi c comments on any of the recommendations have 
been furnished by the Department. 

Impact of audit 

1.9.1 Status of Compliance to Audit Re ort 2007-08 to 2011-12 

During the period from 2007-08 to 201 1-1 2. the Depa1tments/Government 
accepted aud it observations invo lving ~ 1.146. 13 crore, o f which only 
~ 253.57 crore was recovered till 3 1 March 201 3 as mentioned in the 
table no. l.1 8: 

15 

1.25 

0.28 



A 11di1 Report ( Re1•e1111e Sec10r) for the y ear ended 31 March 2013 

Table No. l.18 

~in crorc) 

Year of the Total money Accepted Recovery as Cumulative Percentage of 
Audit value of the mone)' value per AR Reco\1ery reco\·ery to amount 

Report Report accepted 
~·-

._,_____ 
I. 2. 3. "· 5. 6. 

2007-08 623 .43 367.16 4.89 82.32 22.42 

2008-09 l.339.50 134.32 2.88 12.80 9.53 

2009-10 1,469.91 418.83 2.67 156. 13 37.28 

2010-11 291.79 110.29 1.99 1.99 1.80 

2011-12 247.82 115.53 0.33 0.33 0.29 

Total 3,972.45 1,146. 13 12.76 253.57 

The percentage of recover) as compared to the accepted cases has been lo'" 
over the last five years. 

We recommend that the Government should take appropriate steps to 
improve the recoyery position at least in the accepted cases. 

1.9.2 Status of Compliance to Inspection Reports (2007-08 to 
2011-12) 

During the period 2007-08 to 2011-12. we had audited 2,053 units o f 
Commercial Tax, Registration. Land Revenue, Transport. State Excise. 
Mineral Resources, Taxes and duties on Electricity and Forest Departments. 
Through our Inspection Repo11s. \\e had pointed out 18.65.709 cases v.ith 
revenue implication of ~ 9,540.65 crore. The Department/Go vernment had 
accepted audit observations of ~ 4.146.97 crore of which an amount of 
~ 234.28 crore had been recovered in 36.548 cases (as on 3 1 March 201 3 ). 
The details are sho'vn in the table no. 1.19: 

Table No. 1.19 

~in crore) 

\ 'ear of No. of Objected l Acr~pted Rtto,·ered 
Inspection units 

No. of Amount No.of Amount No. of Amount 
Report audited 

cases cases cases 
--

I. 2. 3 ... 5. 6. 7. 8. 
2007-08 508 4.48.574 1,069 85 3.16. 179 327.83 456 135.61 

2008-09 377 2.96.745 2.342 15 77.791 804 20 1.426 18 95 

2009-10 449 28.674 3,366. 12 18.07 1 1.73852 1,940 4 64 

2010- 11 398 4,36,829 1,955 06 1,75.02 1 737 07 31 .204 70.50 

2011-12 321 6.54.887 807 47 24.385 539.35 1.522 4 58 

T ota l 2,053 18,65.709 9,5.t0.65 6. l l..t.t7 .t, l.t6.97 J6S48 23.t.28 

1.9.3 Status of Com Hance to Ins~ection Re orts (2012-13) 

Test check of the records of 378 units of Commercial tax. State excise. Taxes 
on Veh icles. Land Revenue. Stamps and Registration Fees and Mining 
Receipts conducted during the year 201 2-13 revealed underassessment/short 
levy/loss of revenue aggregating ~ 764.89 crore in 8.98.782 cases. During the 
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course of the year, the Departments accepted underassessment and other 
deficiencies of~ 372.31 crore involved in 36, 183 cases which were pointed 
out in audit during 2012-13. The Departments collected ~ 3.18 crore in 
293 cases during 2012-13. 

lt.9.4 This Report 

This Report contains 35 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 repo11s) including one review of "Mining receipts in 
Madhya Pradesh" relating to short/non-levy of tax, duty and interest, penalty 
etc., involving financia l effect of ~ 343.19 crore. The Departments/ 
Government have accepted audit observations involving ~ 181 .88 crore out of 
which ~ 2.62 crore has been recovered. The replies in the remaining cases 
have not been received. These are discussed in the succeeding Chapters 11 to 
Vll. 
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EXECUTIVE SUMMARY 

In this Chapter we present a paragraph on Refund under 
Section 37 of Madhya Pradesh VAT Act, 2002 and other 
irregularities involving revenue implication of ~ 23.75 
crore selected from observations noticed during our test 
check of records relating to assessment and collection of 
Commercial Tax in the office of the Commercial Tax 
Officers (CTOs) and Regional Assistant Commissioners 
(RACs), where we found that the provisions of the 
Acts/Rules were not observed. 

It is a matter of concern that similar omissions have been 
pointed out by us repeatedly in the Audit Reports for the 
past several years, but the Department has not taken 
corrective action. 

In 2012-13, the collection from Taxes on sales, trade 
etc. increased by 18.69 per cent over the previous year 
which was attributed by the Department to better tax 
compliance. 

During the period from 2007-08 to 2011-12, through our 
Inspection Reports we had pointed out non/short levy, 
non/short realisation, underassessment/loss of revenue due 
to incorrect exemption, concealment/suppression of 
turnover, application of incorrect rate of tax, incorrect 
computation etc., with revenue implication of ~ 920.05 
crore in 5,360 cases. Of these, the Department/ 
Government has accepted audit observations in 2,478 
cases involving ~ 239.57 crore and had since recovered 
~ 3.98 crore in 434 cases. 

Status of Compliance In 2012-13 we test checked the records of 115 units 
to Inspection Reports relating to Commercial Tax and found underassessment of 
2012-13 tax and other irregularities involving ~ 91.56 crore in 

Our conclusion 

1,067 cases and an amount of ~ 7 .53 lakh recovered in 
three cases. 

The Department accepted underassessment and other 
deficiencies of~ 55 lakh in 14 cases, which were pointed 
out by us during the year 2012-13. 

The Department needs to initiate immediate action to 
recover non/short levy of entry tax/purchase tax, incorrect 
grant of exemption, non recovery of tax from closed units, 
non-realisation of professional tax, non/short levy of 
penalty, non-levy of tax on transporters, non/short levy of 
tax on sale without declaration forms etc., pointed out by 
us. 





CHAPTER-II 
COMMERCIAL TAX 

12.1 Tax administration 

The Principal Secretary, Commercial Tax Department is the administrative 
head of the Department at the Government level. The Commercial Tax 
Department functions under overall control of the Commissioner of 
Commercial Tax (CCT) assisted by a Director. The Department is divided in 
four zones, each headed by a ZonaJ Additional Commissioner. Each zone 
comprises of divisional offices headed by 15 di visional Deputy 
Commissioners (DCs). Under these di visions, there are 80 circle offices and 
33 Regional assistant commissioner offices headed by the Commercial Tax 
Officers/Assistant Commissioners (CTOs/ACs). Levy and collection of 
Commercial Tax which includes Sales TaxNalue Added Tax, Central Sales 
Tax, Entry Tax, Profession Tax and Luxury Tax is administered under the 
provisions of the fo llowing Acts and Rules and notifications issued 
thereunder: 

• Madh ya Pradesh Value Added Tax (MPV AT) Act, 2002; 

• Madhya Pradesh Value Added Tax (MPV AT) Rules, 2006; 

• Madhya Pradesh Vanijyik Kar Adhiniyam, 1994 (No. 5 of 1995); 

• Madhya Pradesh Commercial Ta'X Rules, 1995; 

• Central Sales Tax (CST) Act, 1956; 

• CST (Registration and Turnover) Rules, 1957; 

• Madhya Pradesh Sales Tax (Central) Rules, 1957; 

• Madhya Pradesh Sthaniya Kshetra Me Mal Ke Pravesh Par kar 
Adhiniyam, 1976; 

• Madhya Pradesh Sthaniya Kshetra Me Mal Ke Pravesh Par kar 
Niyam, 1976; 

• Madhya Pradesh Profession Tax Act, 1995 ; 

• Madhya Pradesh Profession Tax Rules, 1995; 

• Madhya Pradesh Luxury Tax Act, 1988 ; and 

• Madhya Pradesh Luxury Tax Rules, 1988. 
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[2.2 Trend of revenue from taxes on sales, trade etc. 

According to para A-1 5 read with para 6.6.1 of 
Madhya Pradesh Budget Manual (Manual), 20 12 
the estimates of revenue receipts should include/ 
project the actual demand including arrears due for 
the past years and probability of the ir realisation 
during the year . According to Rule 192 of Madhya 
Pradesh Financial Code, the Finance Department is 
required to prepare the estimates of revenue after 
obtaining necessary information/data from the 
respective Department/Government. 

Table No. 2.l 

Rnised Actual Variation Percentage Total tu 
budget receipts exces (+) I of receipt of 

estimates shortfall(-) variation the State 

6.700.00 6.842.99 (+) 142.99 (+) 2. 13 13.6 13.50 

7.894.11 7.723 .82 (-) 170.29 (-) 2.16 17.272.77 

10.020.00 10.256.76 (+) 236.76 (+) 2.36 21.419.33 

12.000.00 12.5 16.73 (+)5 16.73 (+) 4.31 26.973 . .W 

14,500.00 14.856.30 (+) 356.30 (+ ) 2.46 30.58 1.70 

Actua l receipts 
from Taxes on 
Sales, Trade etc. 
during the period 
2008-09 to 
2012-13 a long with 
the tota l tax 
receipts duri ng the 
same period arc 
exhibited m the 
table no. 2.1: 

~in crore) 

Percentage of actual 
\'ATffnes on sales, trade 
receipts \·is-a-\·is total tu 

receipts 

50.27 

44.72 

47.89 

46.40 

48.58 

(Source: Budget Estimates and Finance Accounts of the Govemment of Madhya Pradesh) 

It may be seen that there was an increasing trend in actua l receipts during the 
years from 2008-09 to 201 2- 13, the percentage of variation between the 
Revised Estimates and the actual ranged between (-) 2.16 per cent and 4.3 1 
per cent. 

In 201 2- 13, the collection from Taxes on Sales, Trade etc. increased by I 8.69 
per cent over the previous year which was attributed by the Department to 
better tax compliance. 

!2.3 Analysis of Arrears 
Position o f arrears of Taxes on Sales. Trade etc., during the peri od 2008-09 to 
201 2-13, as furni shed by the Commerc ial Tax Department, is given in the 
table no. 2.2: 

')') 
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Table No. 2.2 
~in crore) 

Opening Addition Total Recovery C losing T arget of recovery 
balance during the during balance 

year the year 

57 1.54 1,086.23 1,657.77 I , 111.73 546.04 The Department 

546.04 1,206.32 1,752.36 I, 165.4 1 586.95 stated that the 

586.95 1,2 14.02 1,800.97 l ,27 1. 17 
recovery officers were 

529.80 being instructed to 

529.80 1,667. 19 2, 196.99 l,679.06 5 17.93 recover the previous 

5 17.93 1,748.39 2,266.32 1,708.57 557.75 
year arrear. 

(Source: lnformationji1rnished by the Department) 

Out of ~ 557.75 crore pending as on March 20 13, an amount of~ 56.93 crore 
was pending in the courts and ~ 5.05 crore was pending in appeals. We 
observed that there is no system of fixing recovery target to the Assessing 
Authorities for liquidation of arrears. 

We recommend that the Department should take appropriate steps to 
reduce the arrears by fixing the target for recovery. 

\2.4 Arrears in assessment 

The details of assessments relating to Taxes on sales, trade etc., Profession 
Tax, Entry Tax, Luxury Tax, Tax on works contracts pending at the beginning 
of the year, additional cases becoming due fo r assessment during the year, 
cases disposed of during the year and pending cases at the end of each year 
duri ng 2010-11 , 20 11 -12 and 201 2-13, as furnished by the Commercial Tax 
Department, are mentioned in the table no. 2.3: 

Table No. 2.3 

Name of ta x Year Opening New cases due Tota l Cases Bala nce a t Percent-

bala nce for a ssessment assess- disposed the end of age of 

during the men ts du ring the year column 

year due the year 6 to 5 

J 2 3 4 5 6 7 8 

Taxes on 2010- 11 2,44,92z1 2,53,990 4,98,9 12 3,74,824 1.24,088 74.68 

sales, trade 

CIC. 

Profession 

tax 

Entry tax 

201 1- 12 1,24.088 2,94,265 4, 18,353 3,30,229 88, 124 78.94 

20 12-1 3 88.124 2.32,539 3,20,663 2,00,552 1,20.111 62.54 

2010- 11 1,06,678 88, 196 1,94,874 l ,27,626 67,248 65.49 

20 11-1 2 67,248 1, 19,154 1,86.402 1,22,99 1 63,41 1 65.98 

20 12- 13 63.411 89.708 1,53,119 1,05.945 47.174 69. 19 

2010- 11 1,5 1,732 2,00, 164 3.5 1.896 2.62.535 89.36 1 74.6 1 

2011-12 89.36 1 2.27.878 3, 17,239 2.55, 173 62,066 80.44 

2012-1 3 62.066 1,93,494 2.55,560 1,64.443 9 1.11 7 64.35 

The figure was not tal lying with last year's closing balance where it was shown as 
2,47,922. Now the Department had reconci led the figures and reported that the 
figures of open ing balance is 2,44,922 . 
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I 2 3 4 s 6 7 8 

Luxury tax 20 10- 11 638 3,6 19 4,257 3,234 1.023 75 97 

20 11 -12 1,023 308 1,33 1 9 11 420 68.44 

2012-13 420 1.337 1.757 87 1 886 49 57 

rax on \\Orlcs 2010-11 2,63 1 6.704 9,335 6.593 2.742 7063 

contracts 
20 11 -12 2.742 5.328 8,070 5,450 2,620 67 53 

20 12- 13 2.620 7,37 1 9,99 1 6,305 3.686 63 II 

Thus, there has been decrease in di sposal of assessment cases relating to taxes 
on sales, entry tax and luxury tax during 20 12-1 3 as compared to the previous 
year. 

We recommend that the Department should take appropriate steps to 
increase the disposal of the cases. 

12.s Cost of collection 

The gross collection from Taxes on Sales, Trade etc., expendi ture incurred on 
its collection and the percentage of expendi ture to gross co llection during the 
years 2010-11. 2011 -1 2 and 20 12-1 3 along with the relevant all-India average 
percentage of expenditure on co llection for the relevant preceding year are 
mentioned in the table no. 2.4: 

Table No. 2.4 
(~in crore) 

Year Collection Expenditure Percentage of All India average 
on collection expenditure percentage of expenditure 
of revenue on collection on collection for the 

previous year 

20 10-11 10,256.76 98. 10 0.96 0.96 

20 11-1 2 12,516.73 111.36 0.89 0.75 

20 12- 13 14,856.30 129.32 0.87 0.83 

(Source: Finance Accou111s of the Govem111e111 ofAlad/~}'a Pradesh) 

During the year 20 11-1 2 and 201 2-13. the percentage of expenditu re on 
collection in respect of taxes on Sales, trade etc. was marginally higher than 
the all-India average percentage. 

!2.6 Im~act of audit 

Status of compliance to Audit Reports (2007-08 to 2011-12) I 
In the Audit Reports 2007-08 to 201 1-12. we had pointed out non/short levy. 
non/short realisation, underassessment/loss of revenue due to incorrect 
exemption, concealment/suppression of turnover. application of incorrect rate 
of tax. incorrect computation etc., with revenue implication of ~ 377.05 crore 
in 72 paragraphs. Of these. the Department/Government had accepted audit 
observations in 55 paragraphs invoh ing ~ 70.05 crore and had since 
recovered ~ 9.18 crore in 32 paragraphs. The details arc shov. n in the 
table no. 2.5: 
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Table No. 2.5 
~in cror e) 

Year of Number of Money No. of Money va lue No. of Amount 
Audi t pa ragraphs va lue accepted of accepted paragraphs recovered 

Report paragraphs paragraphs against which up to 
r ecovery made March 2013 

2007-08 16 98.69 13 I I. I 0 11 4.43 

2008-09 16 19.48 13 5.90 11 2.62 

2009- 10 15 112.7 1 11 4.00 8 2.02 

20 10-1 1 14 85.11 10 1.53 N il Nil 

20 11-1 2 11 61 .06 8 47.52 2 0.08 

Total 72 377.05 55 70.05 32 9. 18 

The percentage of recovery as compared to the accepted cases has been very 
low during the last fi ve years. 

We recommend that the Government should take appropriate steps to 
improve the recovery position at least against the accepted cases. 

2.6.2 Status of compliance to outstanding Inspection Reports 
(2007-08 to 2011-12) 

During the period 2007-08 to 20 1 1-12, th.rough our Inspection Reports (I Rs), 
we had pointed out non/short levy, non/short realisation, underassessment/loss 
of revenue due to incorrect exemption, concealment/suppression of turnover, 
application of incorrect rate of tax, incorrect computation etc., with revenue 
implication of ~ 920.05 crore in 5.360 cases. Of these, the Department/ 
Government had accepted audit observations in 2,478 cases invo lving 
~ 239.57 crore and had since recovered ~ 3.98 crore in 434 cases (as on 
3 1 March 20 13). The details are shown in the table no. 2.6: 

Table No. 2.6 

~in crore) 

Year of No. of O bjected Accepted Recovered Percentage 
Audit units 

No. of No. of No. of Amount 
of recovery 

Report aud ited 
Amount Amount 

to amount 
cases cases cases 

accepted 

2007-08 106 1,002 55.99 5 19 12. 12 27 0.5 1 4.20 

2008-09 102 J,234 18 1.03 497 39.97 20 0.87 2. 17 

2009- 10 90 1,237 365.5 1 55 1 122.70 111 2.14 1.74 

20 10- 11 100 1.01 5 189.50 570 59.48 272 0.44 0.74 

201 1-1 2 102 872 128.02 34 1 5.30 4 0.02 0.38 

Total 5,360 920.05 2,478 239.57 434 3.98 

The percentage of recovery as compared to the accepted cases has been very 
low over the last five years. We brought (August 2013) this issue to the notice 
of the Head of the Department as well as the Finance Secretary of the 
Government. Their rep ly had not been received (January 20 14 ). 
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12.6.3 Status of compliance to Inspection Reports 2012-13 

Test check of the records of 115 units involving total revenue ~ 12,552.38 
crore out of 133 units relating to Commercial Tax during the year 20 12- 13 
revealed underassessment of tax and other irregularities involving ~ 91.56 
crore in 1,067 cases which fall under the fo llowing categories in the table no . 
2.7: 

Table No. 2.7 
~ in crore) 

SI. No. Categories No. of cases Amount 

I. Refund under section 37 of Madhya Pradesh I 4. 14 
VAT Act, 2002 

2. Non/Short levy of tax 262 14.83 

3. Application of incorrect rate of tax 232 15.03 

4. Incorrect determination of taxable turnover 134 7. 19 

5. Incorrect grant of exemption/deduction 158 13.10 

6. Other irregularities 280 37.27 

Total 1,067 91.56 

During the course of the year, the Department accepted underassessment and 
other deficiencies of~ 55 lakh in 14 cases, which were pointed out in audit 
duri ng the year 2012-13 and realised~ 7.53 lakh in three cases. 

A paragraph on "Refund under Section 37 of Madhya Pradesh VAT Act, 
2002" and other irregularities invo lving financial impact of ~ 23.75 crore are 
mentioned in the following paragraphs. 

12. 7 Audit observations 

We scrutinised the assessment records of Value added tax, Central sales tax, 
Entry tax etc. in the Commercial tax Department and found several cases of 
non-observance of the provisions of the Acts/Rules, non/shor1 levy of tax/ 
penalty/ interest, incorrect appl ication of rate of tax. incorrect deduction from 
taxable turnover, incorrect exemption and other cases as mentioned in the 
succeeding paragraphs of this chapter. These cases are illustrative and are 
based on a test check carried out by us. Such omissions on the part of the 
assessi ng authorities have been pointed out in earlier Audit Reports. 
Reference to paragraphs included in th is Report and having sim ilar 
observations raised earlier is given in Annexure-1, but not only do these 
irregulariti es continue to persist, these remain undetected til l audit is 
conducted. There is need for the Government to improve the internal control 
system so that such omissions can be avoided. 
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"Refund under Section 37 of Madhya Pradesh VAT Act, 
2002" 

Introduction 

Disposal of refunds is a key indicator for measuring the operationa l 
performance of tax administration in providing quality services to the dealers, 
dimensions or quality being accuracy of advice and timeliness in receipt of 
refund. Prompt disposal of refunds reduces the interest liability of the 
Government and by instilling confidence in the dealers, encourages them to 
greater tax compliance. 

12.s.2 Mechanism for refund 

The provisions of refund are contained in Section 37 of Madhya Pradesh VAT 
Act. 2002 (Act) enacted w ith effect from 0 I April 2006. As per the provisions 
of the Act, if the Commissioner is sati sfied that the tax or penalty or both or 
interest paid by or on behalf of a dealer for any year exceeds the amount of the 
tax to which he has been assessed or the penalty imposed or the interest 
payable under thi s Act for that year or that a registered dealer [or person other 
than a regi stered dealer] is entitled to the refund or rebate under Section 14, he 
shall , in the prescribed manner, refund any amoun t found to have been pa id in 
excess in cash or by adjustment of such excess towards the amount of tax 
rebate due in respect of any other year from him. 

The individual assessing officer is responsible for submission of the cases. 
assessed to refund , to the authorities competent to sanction refunds. 

The Commercial Tax Officer (CTO), Assistant Commissioners (AC), Deputy 
Commissioners (DC), Additional Commissioners (Adi. Com.) of Commercial 
Tax and Director have been vested with the powers to sanction of refunds. 

12.8.2.1 Monetary limit of sanction 

The Commissioner of Commercial Tax vide circul ars dated 8 May 2007 and 
4 August 2009 fi xed the monetary limit of power to sanction the refunds as 
shown in the table no . 2.8: 

Table No. 2.8 

Sanctioning Authority Monetary limit 

Commercial Tax Officer Not more than ~one lakh 

Assistant Commissioner Not more than ~ five lakh 

Deputy Commissioner Not more than ~ I 0 lakh 

Additional Commissioner Not more than ~ 1.5 Crorc 

Director In all remaining cases 
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12.8.3 Audit Objectives 

Performance of the Department with respect to the topic was assessed with a 
view to ascertai n: 

12.8.4 

• Whether the system of refund of tax is effective and efficient: 

• Whether the rules and procedures prescribed in the Act, Rules and 
directives regardi ng timeliness and accuracy of refund were 
scrupulously fo llowed; and 

• Whether adequate internal contro l and monitoring mechanism 
ex ists for prompt exercise of constraints and checks prescribed for 
refunds. 

Scope of audit and methodology 

An audit covering a period of three years from 2010-11 to 2012- 13 was 
carried out to ascertain the adequacy and effectiveness of the system and 
procedure prevaili ng in the Depa1tment for timely and assured refund in 
randomly selected 3 1 units2 out of total 121 units. An Entry Conference was 
held on 18 June 2013 with the Commissioner, Commercial Tax in which the 
executive was informed about the selection of units as well as scope and 
methodology of Audit. The ex it conference with the Commissioner, 
Commercial Tax was held on 4 September 2013 in which the Department 
accepted almost a ll the issues raised in the paragraph and assured to take 
remedial and preventive steps and stated that the weakness wou ld be 
overcome through computer based module. 

12.8.s Acknowledgement 

The Ind ian Audit and Accounts Department acknowledges the co-operation of 
the Commercial Tax Department in appointing a nodal officer for providing 
necessary in formation and records for the purpose of audit of refunds. 

12.8.6 Trend of revenue and refund 

As per the directives of the CCT, the assessing authorities, assessi ng the case 
to refund, would send the case to the Competent authority directl y for sanction 
wi thin seven days of date of such assessment order and the competent 
authority within 15 days of its receipt return the case to concerned assessing 
authority either with sanction of refund or with its directions for further action 
by the AAs. The table no. 2.9 presents the collection under Val ue Added Tax 
(VAT)/Commercial Tax, refund under the Act/MP Vanijyik Kar Adhiniyam 
and its revenue position during the period 2010-11 to 2012-13. This 
information has been co llected by audit from selected units. The CCT was 
requested on 27 May 20 l 3 fo llowed by six reminders3 for this information 
with respect to whole Department. The CCT has informed vide his letter dated 

17 Circle offices- Bhind, Bhopal(3), Dewas. Gwalior(2), l-larda. lndore(4), ltarsi, 
Jabalpur, Rewa, Sagar and Satna, ine Regional offices- Bhopal, Chhindwara, 
Dewas. Dhar, lndore(2), Khandwa, Sagar and Satna, Five Divis ional offices­
Gwalior(2), Indore, Satna and Ujjain 
Up lo 20 September 20 13 
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10 July 20 13 that the information was being collected from subordinate 
offices and audit '"ould be intimated as soon as it is received. This 
information is still awaited (January 20 14 ). 

Table No. 2.9 

(fin lakb) 

Total l\o. or \mount , o. or Ami. or ro1a1 'l olal '\o or I otal l\o. or \mount 
f1'Hnue refund or OB or rerund Rer cases Column Column refund amount refund of refund 
of the cases at Rerund c- genera led S&7 6&8 case in of cases cases 
year the casts genera led during lhe which refund Out~t- Outslan-

beginning durina lhe )ear rcrund paid llnding ding 
Of )ear )H r i~ made 

(4) (5) (6) (7) (8) (9) (10) ( 11) (12) ( IJ) (14) 

606890 42 38 1646 5024 1688 5062 1585 4633 103 429 

862030 103 429 1478 3897 1581 4326 1486 4002 95 324 

407848 55 41 1718 8266 1773 8307 1664 7743 109 -64 

We observed fo llowing from the table above : 

• While the revenue has declined sharply from ~ 8620.30 crore in 
20 11 -12 to ~ 4078.48 crore in 20 12-13. there was a substantial 
increase in the number and amount of refund cases during the same 
period. 

• the amount of refund cases pending at the end of 20 I 1- 12 was 75.52 
per cent of that of the year 2010-11 and the amount of refund cases 
pending at the end or 20 12-1 3 was 174.07 per cent of that of 2011-12. 
A substantive upsurge in the trend of outstanding amount of refund 
cases at the end of 2012-13. in percentage terms could be noticed. 

One of the reasons contributing to the increase in refund. as observed in audit 
was steady increase in export of goods from the state on which input tax 
suffered on raw material was eligible for refund. 
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12.8.7 System Deficiencies 

The observations arising out of the audit are discussed m succeeding 
paragraphs: 

12.8.7.1 Delay in initiating refund proceedings 

The CCT vide circular dated 8 May 2007 
directed that the assessing authorities would 
send the case of refund to the Competent 
authority directly for sanction within seven 
days of date of such assessment order and 
the competent authority within 15 days of 
its receipt return the case to concerned 
assessing authority either with sanction of 
refund or with its directives for compl iance. 

Of the 4620 cases of 
refund in the 3 I selected 
units during the period 
from 2010-11 to 20 12-13, 
the Department produced 
4455 cases for audit 
scrutiny. We noticed delay 
in initiation of refund 
proceedings in 1307 cases. 
While in 45 cases4

, the 
delay was in excess of one 

year in sending cases to competent authority for sanction of refund, the delay 
in sending back the cases to assessing authority by sanctioning authority 
exceeded one year in 69 cases. Besides, there is delay in sending the Refund 
Payment Order (RPOs) to treasuries for making payment to the dealer, of 
which the delay exceeded one year in 118 cases and the delay exceeded five 
year in three cases. 

The Department may consider taking remedial measures for regular 
maintenance of prescribed registers and regu lar submission of returns to 
enable monitoring of timely and accurate disposal of refund cases. 

2.8.7.2 Inaction of the Department m initiating refund 
proceedings 

In compliance of the CCT's 
disection, contained in the 
circular dated 8 May 2007, the 
whole process of Refund has to 
be completed within 60 days. 

During test check of 4455 cases in 
selected units, we noticed that in three 
units5 in 20 cases of 20 dealers the 
cases were assessed/ re-assessed to 

refund of ~ 91 .79 lakh between May 
2010 and November 2012 fo r the 
period between 2005-06 and 2009-10. 

Range of delay in days in sending the cases to the sanction ing authorities 

Up 15 to 30 to 90 to 180 to I year 2 years Above 5 
to 15 30 90 180 365 to 2 to 5 years 

years years 
3 7 18 53 56 24 19 2 

Range of delay in days in sending the cases back to AAs concerned by the 
sanctioning authorities 

Up 15 to 30 to 90 180 to I year 2 years Above 5 
to 15 30 90 to 180 365 to 2 to 5 years 

years years 
8 11 45 40 45 44 24 I 

Gwa(jor (2)• and Indore· 
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Due to inaction of the Department. the refund proceedings could not be 
initiated and these cases remained unattended. This resulted in undue 
accumulation in refund cases to the tune of ~ 9 1. 79 lak.h as detailed in 

Annexure-11. 

In exit conference, the Department agreed to the fact and stated that a 
computer based module for taking timely initiative was being put in place 
which would help in ensuring timely and correct refund. 

There is a need to sensitise the departmental staff to perceive themselves 
as service providers. This may be integrated into the training 
programmes and seminars/ workshops organised by the Department. 

12.8.7.3 Non-adjustment of dues before payment of refund 

As per provisions contained in the Act, the 
authority empowered to grant refund shall apply 
the refundable amount in respect of any year 
towards the recovery of any tax. penalty. interest 
or part thereof due under thi s Act or under the 
Act repealed by this Act or under the Central 
Sales Tax Act, 1956 or under the Madhya 
Pradesh Sthaniya Kshetra Me Mal Ke Pravesh 
Par kar Adhiniyam, 1976 and shall then refund 
the balance remaining, if any. 

During test check in 
selected units. we 
noticed in one 
regional office6 and 
two circle offices7 that 
in five cases of fo ur 
dealers, the cases 
were assessed to 
refund of ~ 2.39 lakh 
between Apri l 20 10 
and March 2013 for 
the period between 
2007-08 and 20 I 0-11. 

The AA incorrectly issued Refund Payment Order (RPO) without adjusting 
the demand pending in other cases of the dealers for either same period or 
block period. Thi s was irregular and led to excess refund. 

In the exit conference, the Department agreed to the fact of non-adjustment of 
dues before payment of refund and stated that the weakness would be 
overcome through computer based modu le. 

The Department may consider to devise a system to ensure adjustment of 
pending demands towards the dealer before making refund. 

6 Sagar 
Sagar and ltarasi. 
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2.8. 7.4 Irregular re-assessment of the cases already accepted as 
self-assessed 

Where a registered dealer has furnished all returns 
or revised returns for any period of a year in the 
prescribed manner and within prescribed time or 
before, 31 July of the subsequent year, in case of 
such dealer whose annua l turnover does not exceed 
~ 40 lakb; has paid the tax payable according to 
such returns or revised returns as also interest 
payable, if any, and has furnished the statement 
within the prescribed time; The returns or the 
revised returns furnished by such dealer for the 
year, subject to compl iance of requirements made 
in the notice shall be accepted and his assessment 
shall be deemed to have been made, provided that 
the assessment of every such registered dealer, who 
is required to furnish audit report, shall be deemed 
to have been made only after such dealer has 
furnished the audit report. Further, as provided in 
Section 20-A (2) of the MP VAT Act, 2002, the 
Commissioner shall select for re-assessment a 
number of such dealers, as he deems fit, whose 
assessment for a year is deemed to have been made 
under the provision of self-assessment. 

by the AA. 

During test check 
of CTO Jabalpur 
and the AC 
Indore m June 
2013. we noticed 
that in case of 
four dealers the 
cases were re­
assessed to 
refund while the 
dea lers had 
a lready applied 
for self 
assessment and 
accepted by the 
Department. This 
resulted in undue 
surge in refund . 

The dealers were 
not taken up 
under selection 
for re-assessment. 
Hence, the cases 
should not have 
been re-assessed 

In the Exit conference, the Department agreed to the fact and assured to look 
into the matter and to take remedial steps wherever necessary. 

2.8.7.5 Irregular sanction of refund by surpassing the ljmit of 
sanction 

The CCT, vide its directives in May 2007 
and August 2009, has fixed the monetary 
limits of power to sanction the refunds by 
different refunding authorities i.e. for CTO 
not more than ~ one lakb for AC not more 
than ~ five lakh, for DC not more than ~ 10 
lakh for Addi. Com. not more than ~ 1.5 
crore and for Director in a ll remaining cases. 

During test check of the 
refund cases in one 
regional office8 and seven 
circle offices9 out of 
selected 31 units, we 
noticed that in 21 cases, 
involving refund 
amounting to ~ 2.57 
crore, out of 4455 cases 
produced to audit, the 
AA's surpassed the limit 

of sanctioning the refund. The refunds were sanctioned by authorities lower 

Dhar 
Gwalior (2), Harda, Indore (3) and Jabalpur. 
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than those authori sed to sanction the refunds as per the d irecti ves of limit of 
sanction of refunds. This resulted in irregular sanction of refund to the tune of 
~ 2.57 crore detailed in Annexure-111 . 

In exit conference, the Department agreed to the fact and stated that the post­
facto sanction had a lready been obtained in the cases and assured to develop a 
system for proper sanction of assessed refund. The reply of the Department is 
not convinci ng as it is not the question of post facto sanction but surpassing 
the limit of sanction. 

12.8.7.6 Inordinate delay in adjustment of refund 

In compliance of the CCT's 
direction, contained in the 
c ircular dated 8 May 2007, 
the whole process of 
Refund has to be completed 
within 60 days. 

During test check of the office of the 
Divisional office I, Gwalior, we noticed 
that the cases of a dealer10 fo r the fi nancial 
year 2005-06 and 2006-07 were assessed 
to refund for~ 5.50 lakh and ~ 10.81 lakh 
respectively in March 2009 for the period 
2005-06 and in April 2009 for the period 
2006-07. Both the re funds were adjusted in 

May 20 12 in the case of financial year 2009-1 0. Thus. assessed refunds 
remained to be adjusted fo r more than three years. This resulted in inordinate 
delay of three years in making adjustment of assessed re fund. This indicates 
lack of monitoring of re fund cases. 

12.8.8 Internal Control of the Department 

12.8.8.l Internal Audit 

Internal audit is a vital component o f the internal control mechanism and is 
intended to provide reasonable assurance of proper enforcement of laws, rul es 
and Departmental instructi ons. Internal contro l also helps in creation of 
reliable financial and management info rmation system fo r prompt and 
effic ient serv ices and fo r adeq uate safeguards against evasion of tax, 
prevention of excess refund and other irregulariti es. Apart from this, audit by 
Finance Department of the State, of the Department involving financial 
implications to the exchequer, is a vita l too l of Internal Control mechanism . 

The CCT was requested to provide inforn1ati on about the establishment and 
function of the Internal Audit Wi ng (May 20 13). The CCT stated (July 201 3) 
that there was no separate Internal Audit Wing in the Department and aud it of 
refund had not been carri ed out by the Finance Department of Government of 
Madhya Pradesh during the peri od 2010- l l to 20 12-1 3. 

In ex it conference, the Depa11ment agreed to the concerns of audit regarding 
absence of separate audit wing in the Department and stated that efforts wo uld 
be made to strengthen the mechanism that existed in the Depa11ment for audit 
of refunds. 

10 Gwalior Distil leries 
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The Government may consider esta blishing an Interna l Audit Wing in 
the Department. 

2.8.8.2 Non-maintenance/irregular maintenance of prescribed 
registers 

In compliance to the direction of the CCT 
regarding procedures and timelines o f Refund 
the AA 's and/or Refund sanctioning 
authorities are requ ired to maintain Register 
of Refund cases in prescribed form. Disposal 
of Refund cases registers. Refund case sent 
for sanction register. Register of interest paid 
on Refund. Register for deferred Refund. 
Process server* register. Register of Refund 
Payment Order (RPO) sent to treasury and 
month ly diary, besides fil e of order of interest 
payable on Refund and Form DD (4) and 
4(a). 
* A person responsible to deliver assessment 
orders and demand notes to the dealer. 

We re\'icwed the 
position of 
maintenance or 
prescribed registers/ 
files during the period 
from Ma1 to July 2013 
in each or 31 units 
se lected for audit. 

We observed that 
while the register of 
refund cases is being 
ma inta ined by a ll the 
31 units test checked 
such registers were not 
maintained in the 
prescribed proforma in 
29 of the units. 
Besides. out of 

selected 31 units. Register for RPO sent to treasury and Process server register 
was not being maintained in 23 and 30 units respectively. As these registers 
arc crutial to monitor the timely re fund of dues to the dealers after sanction by 
the competent authority. fa il ure to ensure proper maintenance of the registers 
could result in dalayed release of refund even alter sanction. Similarly. 
monthly diary and form DD (4) /DD 4 (A) were also not being maintained in 
15 and 9 units respectively. 

In exit conference. the Department agreed to the fact and stated that a 
computer based module for taking timely initiative was being put in place 
""hich would help in ensuring timely and correct refund. 

Non-maintenance of register/ records in the proforma prescribed would 
handicap monitoring and control fo r t imely disposal of refunds. 

2.8.8.3 Absence of control over maintenance of registers and 
returns 

There is no separate refund machinery in the Department to ensure timely and 
assured refund. In present refund machinery. the assessing authorit), assessing 
the case to refund. has to send the case to the competent authorit) directly for 
sanction of assessed refund within seven days of dale of assessment order and 
the competent authority \\ithin 15 days of its receipt has to return the case to 
the concerned assessing authority either with sanction of refund or with its 
directi\'es in the case for compliance. For monitoring time ly disposal of refund 
claims. registers and returns have been prescribed by the Department for 
maintenance by the assessing authorities. We. however. noticed that there 

3..t 



Lev) of tax 
levied at 
incorrect 
rates 
resulted in 
shon-lev) of 
tax and also 
inadmissible 
refund. 

Chapter II : Commercial Tar 

was no mechanism "ithin the Department to monitor proper maintenance of 
prescribed registers and timely submission of returns and compliance of 
provisions in assessing the cases to refund. As a result, the purpose of 
prescribing control registers and returns lo monitor timely di posal of refund 
cases remained largely unrulfi lled. 

In exit conference. the Department agreed to the fac t of absence of separate 
refund machinery in the Department. 

The Government may consider putting in place a mechanism to monitor 
implementation of its orders/instructions on maintenance of 
registers/returns. 

12.8.9 Compliance deficiencies 

2.8.9.1 Application of incorrect rate of tax resulting m 
inadmissible refund 

The Madhya Pradesh Van(jyik Kar 
Adhiniyam. 1994 (Adhiniyam) and 
the MP VAT Act. 2002 read with 
the Central Sales Tax (CST) Act, 
1956 and notifications issued 
therew1der specify the rates of 
commercial tax and VAT leviable 
on different commodities. 

We observed in one regional 
office 11 and three circle offices12 

between May and July 2013 that 
in fi ve cases of five dealers 
assessed to refund or~ 2.73 lakh, 
between Apri l and November 
20 12 for the period 2009-10 to 
20 I 0-1 1. tax on the sales turnover 
of ~ 1.63 crore was levied at 
incorrect rates. This not only 

resulted in short l e\'~ of tax of ~ 28.20 lakh including interest/penalty of 
~ 20.68 Jakh but also in payment of inadmissible refund of ~ 2. 73 lakh which 
otherwise would not ha\·e been due as detailed in Anncxurc-IV. 

After we pointed out the cases, the assessing authorities (AAs), in case of 
three dealers stated that action would be taken a fter verification. In one case 
the AA stated that sand anc.l stone metal were also used along with cement and 
cement had ample closing stock. The reply is not relevant as the consumption 
of cement as per trad ing account and purchase list clearly indicates that the tax 
on cement consumed was levied at incorrect rates. 

In the remaining one case. the AA stated that the goods, used in the uni.ts of 
Defence Department. a central go\'ernment concern in Madhya Pradesh. were 
taxable at the rate or li\'e [Jer cent. The reply docs not address the levy of 
incorrect rate or tax on remaining sale. after considering the deduction for use 
by Defence Department. 

II 

12 
Satna 
Gwalior. Indore, Jabalpur 
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12.8.9.2 Incorrect determination of turnover 

As per ection 2 of the Madhya Pradesh 
VAT Act, 2002, turnover in relation to 
any period means the aggregate o f sale 
prices received and receivable by a dealer 
in respect of any sale or supply of goods 
made d uring that period, excluding the 
amount o f sales return within the 
prescribed period. For the purpose of 
determining taxable turnover (ITO), the 
Section provides for deductions of the 
sa le price of tax paid goods and the 
amount of tax from turnover. if included 
in the aggregate of sale prices. Packing 
material is liable to tax at the same rate as 
applicable to the goods packed therein. 

We observed between Ma) 
and July 20 13 in two 
regional offices 13 and 
seven circle offices 14 from 
assessment files of 22 case 
of 22 dealer . out of 162 1 
cases, assessed between 
Apri l 2012 to March 20 13 
for the periods between 
2008-09 and 20 11-12, the 
amount of a sessed refund 
was < 56.39 lakh. Further, 
we observed under 
determination of turnover 
to the tune of < 22.56 crore 
against the aggregate 
turnover o r the dea lers 
recorded in their audited 

books of accounts/ sale list/ relevant records. The aggregate turnover of 
< 63.92 crore was determined by the AAs in those 22 cases. Thus, turnover 
aggregating < 22.56 crore was not assessed to tax and resulted in non-levy o f 
tax of < 1.6 1 crore inc luding interest and pena lty of < 3 1.20 lak.h. This 
rendered the assessed refund of< 56.39 lak.h irregular in those 22 cases. 

After we pointed out the cases in May and July 20 13, in case or 17 dea lers. the 
AAs stated in May 20 13 and Ju ly 201 3 that action would be taken a fter 
verification. In case of one dealer. the AA d id not furnish re levant reply while 
in the remaining case of fo ur dealers. the replies of the AAs are detailed in 
Annexure-V. 

12.8.9.3 Non/short levy of entry tax 

p 

JI 

15 

16 

Under the MP Sthaniya 
Kshetra Me Maa/ Ke Pravesh 
Par Kar Adhiniyam. 1976 and 
rules and noti ft cations issued 
there under, entry tax (ET) is 
leviable at the specifi ed rates 
on the goods entering into a 
local area for consumption, 
use or sa le therein. 

Indore. atna 

We observed in divisional office Satna. 
two regiona l o ffi ces 15 and five circle 
o ffices 16 between May and June 20 13 
that in nine cases of nine dealer . 
assessed/ re-assessed bet ween Apri I 
20 12 and February 20 13 for the period 
2008-09 to 20 I 0- 11 , ET on goods Ii ke 
Cold drink. Iron and Steel and 
telecommunication tower materia l, 
Cement and sand etc. valued at < 19.35 
crore was either not levied or levied at 
incorrect rate on their entry into local 

Dewas. Gwalior(2). I larda. Indore (2). Jabalpur 
Dhar and Satna. 
Bhopal. Gwalior, I larda. Jabalpur and Sagar. 
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area. This resulted in non/short realisation of ET of~ 67.48 lakh includ ing 
interest and penalty of~ 45.65 lakh. 

We further observed that refund of ~ 0.47 lakh. ~ 53.48 lakh and~ 1.28 lakh 
was sanctioned towards ET, VAT and CST, respectively to these nine dealers 
during the same period. Had entry tax been levied at applicable rates from the 
dealers and the refund payble to the dealers would have been lower by 
~ 55.23 lakh, as detailed in Annexure-Vl. 

The AAs in all nine cases stated that action wou ld be taken after verification. 

12.8.9.4 Allowance of inadmissible refund on input tax 

We observed m one 
regional office 17 and two 
circle offices 18 in June 
2013 that inadmissible 
refund was al lowed in case 
of four dealers, assessed 
between 2009-1 0 and 
2012-1 3 for the period 
between 2006-07 and 
20 I 0-1 1. The details are 
given below: 

As per Section 14 of the Madhya Pradesh 
VAT Act, 2002, where a registered dealer 
purchases any goods specified in Schedule 
II of the Act, other than those specified in 
part III of the said Schedule, from another 
registered dealer after payment of input 
tax, he shall be allowed input tax rebate 
(ITR) of the amount of such input tax. 
Further, the input tax rebate which remains 
unadjusted shall be carried over for 
adjustment towards tax payable in the 
subsequent year. 

• l n two cases, the AA 
instead of carrying 
fo rward the unadjusted 

ITR of~ 1.04 lakh against the tax payable in the subsequent year. allowed 
refund of input tax of~ 1.19 Jakh. 

• In another case. instead of complying to the directive of the competent 
refund sanctioning authority to verify the claimed ITR ~ 20.11 lakh, 
issued RPO of ~ 16.44 lakh on the very next day of receiving the 
directive, after adjusting ET dues of ~ 3.66 lakh. 

• In one case, the AA assessed the case to refund ~ 1.47 lakh by allowing 
ineligible ITR ~ 40.761 on import purchase. 

The irregular grant of refund on ITR in respect of the fou r dealers worked out 
to~ 4.67 lakh. The cases are detailed in Annexure VII. 

ln all the four cases. the AAs stated that action would be taken after 
verification. 

17 

18 
Dhar 
Bhind and Gwalior. 
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2.8.9.5 Grant of deduction on the basis of irregular declarations 
'E-1 and C' 

As per provision contained in Section 6 (2) of 
the Central Sales Tax Act, 1956 where a sale of 
any goods in the course of inter- late trade or 
commerce has either occasioned the movement 
of such goods from one State to another or has 
been effected by a transfer of documents of title 
of such goods during their movement from one 
State to another. any subsequent sale during 
such movement effected by a transfer of 
documents of title to such goods to a registered 
dealer shall be exempt from tax under this Act. 
Further, as per provisions of Rule 12( l) of CST 
(R and T) Rules, a single declaration may cover 
all transactions of sales. v.·foch take place in a 
quarter of a financial year between the same 
two dealers. 

During test check of 
circle offices at 
Jaba lpur and Sagar in 
June 2013. we 
noticed that 

• the AA allowed 
deduction of 
subsequent sale 
on the basis of 
declaration fo rms 
'E-I and C 19

• . As 
per list of sale on 
which deduction 
was c laimed and 

relevant 
declarations E-l 
and C forms. the 
sa le was made on 
date prior to the 

date of purchase. As deduction was admiss ible only if the sale was 
subsequent lo purchase, the turnover was not eligible for deduction. The 
AA, however, incorrectly, assessed the case o f refund of < 62,638 as 
against the assessable tax of< 4.36 lakh including penalty< 3.27 lakh. 

• The AA allowed levy of tax at concessional rate against the ··c· form that 
contained transactions of more than a quarter which was incorrect in terms 
of Section 6(2) of the CST Act. This resulted in short levy of tax amount 
to < 7,050. The assessed refund in the ET case of the dealer for the same 
period was < l 0.108. 

The AA stated in the case relating to sale prior to purchase that the date of 
purchase was wrongly mentioned as 30.06.2006 as against the correct date of 
30.05.2006 and hence there was no short levy of tax. The repl y is not correct 
as the purchase made on 30.05.2006 was so ld to another dealer against 
another 'C' form and therefore deduction granted to the dealer was irregular. 
In other case. the AA replied that action would be taken after verification of 
facts. 

19 As per requirement of Section 6 (2) of The Central ales Tax Act. 1956. · E-r is a 
certificate duly signed b) the registered dealer from \\ hom the goods were purchased 
and ·c is a certificate duly signed by the registered dealer to whom the goods were 
sold. 
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!2.8.9.6 Adjustment of i~regular TDS against assessed tax 

As per provisions of Section 26 of the Act 
' 

the purchaser shall before crediting such sum 
of work done in pursuance of a work contract 
to the account of the dealer or befo re 
payment thereof in cash or by issue of a 
cheque or draft or by any other mode, deduct 
an amount equal to the amount payable by 
the purchaser to the dealer by way of tax and 
shall deposit such amount into the 
government treasury in such manner and 
within such period as may be prescribed. 
Further, as per provisions of Section 26-A of 
the Act the purchaser of notified goods, 
Mustard. shaJ 1 issue a certificate of deduction 
of tax to the seller in Form 3 1-A. The 
certificate may cover the transaction effected 
during a period of one calendar month. 

During test check in 
two regional offices20 

and two circle offices21 

out of selected units in 
June 20 13. we 
observed that the AA 
allowed adjustment of 
TDS that did not 
pertain to the financial 
year for which 
adjustment was made 
in three cases. We 
further observed that in 
three cases, the TDS 
did not bear the proof 
of payment of tax into 
Government treasury 
and in one case, the 
TDS certifi cate. fo r the 
sale of Mustard, was 

used for transactions of more than one calendar month in violation of the 
relevant provisions. As a result. on the bas is of irregular TDS certificates 
amounting to ~ 6 1.37 lakh against assessed tax, refund of ~ 58.99 lakh was 
allowed by the AA, as detai led in the Aooexure-Vlll. 

In all the cases. the AAs stated that action wou ld be taken after verification. 

20 

2 1 
Bhopal and Satna. 
Gwa lior and Sagar. 
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12.8.9. 7 Non-im1>osition of penalty 

As per provisions contained in Section 2 1 of 
the Act, where an assessment or re-assessment 
of a dea ler has been made under this Act or 
the Act repealed by thi s Act and for any 
reason any sale or purchase of goods liable to 
tax under this Act or the Act repealed by this 
Act during any period. has been under 
assessed or has escaped assessment, or a 
rebate if input tax has incorrectly been 
a llowed w hile making the assessment, the 
Commissioner may assess or re-assess the 
dealer to tax. Further, the Commissioner shall, 
where the omission leading to assessment is 
attributable to the dealer, impose upon him a 
penalty not exceeding 3.5 ti mes the amount of 
tax so assessed or re-assessed but shall not be 
less than three times the amount of tax 
assessed. 

During test check in 
circle offices Gwalior 
and Sagar out of 
se lected un its in June 
20 13. we observed 
that in four cases of 
fo ur dealers, the AA 
rea sessed the cases to 
refund of ~ 6 1.32 lak.h 
between Apri l and 
August 20 12 for the 
peri od from 2007-08 
to 2009-1 0. During 
reassessment, the AA 
noticed irTegularities 
in three cases as the 
dea lers were found to 
be gui lty of claiming 
incorrect ITR. In one 
case, the dealer was 
found to be gui lty of 

concealing the import purchase. The AA however failed to impose penalty of 
~ 70.07 lakh as detailed in the Annexurc-IX. 

In all four cases, the AAs stated that action wou ld be taken after verification. 

12.8.10 Conclusion 

Disposal of refunds is a key indicator for measuring the operational 
performance of tax administration. The CCT has been given the powers to 
make refund if a case is assessed to refund , under the rules. For this, the CCT 
has issued directives. We observed that there was need for control over the 
mechanism of refund to prevent accumulation of the pending cases. The 
Department did not have a separate Internal Audit wing. We observed that the 
Department did not adequately monitor the refund cases through proper 
maintenance of prescribed Registers and timely initiation of refund 
proceed ings. We noticed cases of non-adjustment of dues before payment or 
refund. irregular sanction of Refund by surpass ing the limit of sanction and 
inordinate delay in adjustment of Refund. We also observed instances of non­
compliance to the relevant provisions while assessing cases to refund. These 
aspects reflect weakness in the system which requ ires strong machinery for 
refunds with effective monitoring at appropriate level. 
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12.9 Application of incorrect rate of tax 

The MP Value Added Tax (VAT) Ac~ 
read with the Central Sales Tax (CST) 
Act, and notifications issued thereunder 
specify the rates of VAT Jeviable on 
different commodities. Under the MP 
VAT Act, a dealer is liable to pay interest 
at the rate of 1.5 per cent per month 
under section 18(4), if he fai ls to pay tax 
payable by him according to the periodic 
returns and liable to pay penalty under 
Section 2 1 (2) of the Act ibid at minimum 
3 times but not exceeding 3.5 times of 
assessed tax where omission leading to 
assessment is attributable to dealer. 
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We test checked records 
such as assessment orders, 
audited accounts, purchase 
list etc. between September 
201 0 and February 2013 in 
two divis ional offi ces22

, 11 
regional offi ces23 and 14 
circle offices24 and found 
that in 42 cases of 37 
dealers, assessed between 
January 2009 and March 
2012 fo r the period 2006-07 
to 2009-1 0, the Assessing 
Authorities (AAs) levied tax 
at incorrect rates on sale 
turnover of ~ 33.95 crore. 
This resulted in short levy of 

tax of ~ 4.37 crore including interest of ~ 17. 19 lakh and penalty of ~ 1.38 
crore. A few instances are mentioned in the table 2. 10: 

Table No. 2.10 

Name of Assessment Name of Turn- Rate of tax Rate of tax Amount of short 
auditee period commodity over applicable applied levy of tax 

unit Month of Cf in (per cent) (percent) (fin la kh) 

assessment crore) 

CTO- 2009-10 Flush Doors 2.3 1 12.5 415 72. 11 
!,Bhopal January 20 I I {including 

penalty of 
~ 54.08 lakh 

(three times of 
assessed tax) I 

RAC-II 2009-1 0 Plant& 3. 17 12.5 5/ 1.5 25.97 

Satna November 20 I I Machinery 
and truck 

RAC-Ill. 2009-1 0 Aluminium, 4.32 12.5/4/ 1.5 4/5/Nil 33. 15 
Indore February 2012 FRP 

Sheet.Steel 
Sheet and 

refractories 

RAC- 2008-09 Radial crest 3.32 12.5 4 39.39 
11 ,Gwalior June 20 11 Gate (including interest 

22 

23 

24 

of~ 11. 16 Lakh) 

Gwalior, Indore 
Bhopal, Dewas, Gwa lior, Indore (2), Jaba lpur, Morena, Satna, Sagar, Shajapur and 
Rat lam. 
Bhopal (2), Dewas, Gwalior, Indore (4), Jabalpur (2), Morena, Neemuch, Shahdol, 
and Ujjain. 
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After we pointed out the cases. the AAs in five cases25 raised demand of 
~ 18.41 lakh (between November 20 12 and June 2013). In t~o other cases, the 
AAs accepted (in February 2012 and in July 2012 respectively) the audit 
observations i nvo lving ~ 30.68 lakh. In 17 cases of 14 dealers, AAs agreed to 
take action after verification/examination (between September 2010 and 
February 201 3). 

In 18 cases of 17 dealers, departmental replies and our comments thereon are 
in the table no. 2.11: 

Name of 
auditee 

unit/No. of 
dealers 

(2) 

CT0 -11,Ujjain 

1 (2 cases) 

RAC-II 

Gwalior 

l 

CTO, Neemuch 

l 

CTO-V.Bhopal 

I 

CTONeemuch 

3 

CT0-1, Ujjain 

2 

25 

26 

27 

Table No. 2.11 

Amount Rate of tax Commodity Departmental 
involved applicable/ reply 

(fin lakh) applied 

(3) (4) (5) (6) 

48.87 12.5 Aquasheild Materials used in 

4/5 water proofing 
were liable to tax 
at the rate of four 
and five per cent. 

39.39 12.5 Rad ial Crest The tax was 

4 Gate levied at the rate 
at which transfer 
of goods was 
done under 
contract. 

36.68 12.5 l lome UPS The dealer had 

4 so ld UPS {IT 
Goods) and 
hence taxab le at 
the rate of four 
per cent. 

17.36 12.5 Felt The AA referring 

4 Component CCT, MP order 
dated 3 1si August 
20 I 026 stated that 
Felt Component 
is liable to tax at 
the rate of four 
per cent 

13.89 12.5 Paper Dona The donas and 

4 and Plates plates were made 
up of khakra 
leaves and thus 
taxable at the 
rate of four per 
cent. 

RAC Jabalpur (2), RAC Dewas (2), CT0- 11 1 Jaba lp ur 
Mis Shanti Tex t i le (20 I 0)- 17 ST J ,485 
Mis Sealwell Neemuch ( 1995) 14 T L D-237 
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Our comments 

(7) 

We do not agree with the reply 
as Aquasheild is a water 
proofing compound/treatment 
material and no speci fi c entry of 
the same is available In 

schedule and hence is liable to 
tax at the rate of 12.5 per cent. 

We do not agree with the reply 
as the reply does not address 
audit objection regarding 
appl ication of incorrect rate of 
tax. 

We do not agree with the replies 
of the AAs in view of the fac ts 
recorded in audited accounts, 
purchase list, quantativc detai ls 
of sales etc. which clearly 
establ ish the sale of UP 
invertors rather than IT goods 
and as per circular no. 292 dated 
31St July 2006. the same is 
taxable at the rate of 12.5 per 
cent. 

We do not agree with the reply 
as referred order relate to 
fabrics. Felt Component is a 
machinery part as per CCT, MP 
order dated 29th March 
199527and thus liable to tax at 
the rate of 12.5 per cent. 

We do not agree with the rep ly 
as the documents like audited 
accounts, declaration form 
(Form 88) etc. clearly show that 
dealer had sold paper donas and 
paper plates. 



(I) 

6. 

7. 

8. 

9. 

10. 

11. 

(2) 

RAC-II 
Indore 

I 

DC-I I.Gwalior 

CTO-Vl 

Indore 
I 

RAC-Rat lam 

RAC-Shajapur 
I 

RAC-~ 

I 

CTO-V. 
Indore 

I 

RAC-I.Bhopal 
I 

(3) 

9.68 

8.56 

6.48 

4.54 

2.75 

0.89 

(4) 

12.5 
4 

12.5 

4 

12.5 

4 

12.5 
415 

12.5 
4 

12.5 

415 

(5) 

Plant & 
Machinery 

CRGO. 
Lamination 

lnvertors 

Tractor 
accessories 

l loarding 

Adhesives 
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(6) 

The AA, Indore 
stated that dealer 
had sold scrap of 
Plant & 

(7) 

We do not agree with the 
replies in view of the audited 
accounts in which sale of old 
Plant & Machinery is clearly 

Machinery shown. 
whereas the AA 
Gwalior initially 
stated that dealer 
had sold C I 
Mould. Later on 
he stated that the 
dealer had sold 
the scrap of 
machinery. 

CRGO 
Lamination is a 
part of 
transformer and 
hence tax was 
levied at correct 
rate. 

The dealer had 
sold UPS, which 
is taxable at the 
rate of four per 
cent. 

The AA 
hajapur stated 

that goods sold 
were tractor parts 
whereas the AA 

agar stated that 
dealer had to 
provide tractor 
parts as 
accessories on 
warrant} claim 
and did not 
purchase it for 
trading and 
hence levied tax 
was correct. 

rhe tax was 
levied at correct 
rate a Iler 
veri lication. 

Adhesive is a 
chemical 
component. 
l lcnce levied tax 
was correct. 

We do not agree with the repl) 
in view of the CCT circu lar no. 
292 dated 29 July 2006 
according to \\hich CRGO 
Lamination is liable to tax at the 
rate or 12.5 per cent. 

We do not agree with the reply 
in view of the documents such 
as balance sheet, purchase list 
etc .. \\ hich clearly establish sale 
ofl nvertors. 

We do not agree with the replies 
in view of the facts avai lable in 
the documents like purchase 
list, audited account \\hich 
clearly show the sale of tractor 
accessories. 

We do not agree with the reply 
as there is no speci fic entry of 
Hoardings and hence is liable to 
tax at the rate of 12.5 per cent. 

We do not agree with the reply 
as there is no specific entry of 
adhesives in schedule and as 
per CCT circular no. 292 dated 
29 July 2006 adhesives is liable 
to tax at the rate of 12.5 per 
cent. 

We reported the matter to the Department and the Government between 
February and April 20 13; their replies have not been received (January 2014). 
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12.10 Short imposition of penalty 

According to Section 2 1 (2) of the MP 
VAT Act, 2002, where the omission 
leading to assessment or re-assessment 
made under Sub-section ( 1) is 
attributable to the dealer, penalty not 
exceeding 3.5 times and not less than 3 
times the amount of tax so assessed or 
re-assessed is leviable. 

2.10.1 We test checked the 
records such as assessment 
orders. audited accounts. 
purchase list etc. between June 
and October 2012 in divisional 
office Chhindwara and t\vo 
regional Offices28 and found 
that four dealers had either 
concealed their taxable 
turnover or paid tax at lower 

rate for the period 2006-07 to 2008-09. The AAs, while finalising the 
re-assessment between May 20 11 and March 20 12, imposed penalty of 
~ 26.52 lakh only at different rates29 against minimum leviable penalty of 
~ 2.06 crore. This resu lted in short imposition of penalty of ~ 1.80 crore. 

After we po inted out the cases (between June and October 20 12), the AA in 
one case raised (May 2013) add itional demand of ~ 67.86 lakh. ln remaining 
three cases the AAs stated (between June and October 2012 ) that action 
would be taken after verification. Further report has not been received 
(January 20 14). 

We reported the matter to the Department and the Government (between 
February and April 20 13); their replies have not been received (January 2014). 

As per provision of the Section 52 of the MP 
VAT Act, 2002, if the commissioner or the 
appellate authori ty or appellate board is 
satisfied that a dea ler has concealed his 
turnover or has furnished false particulars of 
his sales, he may impose by way of penalty a 
sum which shall not be less than three times 
but shall not exceed by 3.5 times of the 
amount of tax evaded. As per provisions 
contained in Section 13 of Sthaniye kshetra 
me ma/ ke pravesh par kar Adhiniyam- 1976 
the provision of Section 52 of MP VAT Act, 
2002 shall apply mulatis-mutandis to a dealer 
for the purpose of penal ty. 

2.10.2 We test checked 
the records such as 
assessment orders, 
aud ited accounts, 
purchase list etc. in 
circle-9, Indore in June 
201 2 for the period 
2007-08 and found that 
in two cases the dealer 
had furnished false 
particulars of sales 
under VAT assessment 
and Entry tax (ET) 
assessment. 
the AA 

I lowever, 
whi le 

re-assessing the case in 
April 20 11 , assessed 

the tax leviable at ~ 8.80 lakh instead of~ 88 lakh leviable on the concealed 
tu rnover of ~ 22 crore at the rate of fo ur per cent. Further, the penalty was 
levied at equi valent amount instead of levying three times of the amount due 
in terms of MP VAT Act. This resulted in the short imposition of penalty of 
~ 2.55 crore. 

28 

29 
Chhindwara and Indore 
In two cases penalty was imposed equal tot.ax, in one case penalty was imposed after 
adjusting the amount of input tax rebate and in another case lump sum penalty was 
imposed 
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In ET case of same dealer, penalty was imposed equal to the assessed tax of 
~ 21 la.kh instead of ~ 63 lakh being the minimum three times of assessed tax. 
This resulted in short imposition of penalty of ~ 42 la.kh. 

We reported the matter to the Department and the Government in 

February 20 13; their replies have not been received (January 2014). 

12.11 Allowance of Inadmissible Input Tax Rebate 

According to Section 14 of the MP VAT 
Act, 2002, where a registered dealer 
purchased any goods specified in 
Schedule lI of the Act, other than those 
specified in Part III of the sa id Schedule 
within the state of Madhya Pradesh, from 
another registered dealer after payment of 
input tax, he shall be allowed input tax 
rebate (ITR) of the amount of such input 
tax for the same year. 

2.11.1 We test checked 
records such as assessment 
orders, audited accounts, 
purchase list etc. between 
March and November 2012 
in three regional offices30

, 

circle office, Indore and 
found that in four cases of 
four dealers assessed 
between April 20 I 0 and 
February 20 12 for the 
period 2008-09 to 
2009-10, the AAs allowed 

inadmissible ITR of ~ 3. 19 crore as shown in the tab le no. 2.12: 

Table No. 2.12 

Name of Period of Our observation 
auditee unit assessment 

No. of dealers Month of 
assessment 

(2) (3) (4) 

RAC-II , Satna 2008-09 The dealer was a llowed !TR of ~ 5.06 crore on purchase value of 
I Apri l 20 11 ~ 71.82 crore. However, in this purchase of~ 42 .94 crore pertained to 

period 2006-07 & 2007-08. This resulted in excess grant of lTR of 
~ 3.14 crore. 

After th is was pointed out, the AAs raised (May 20 13) demand of~ 4.50 crore including interest of~ 1.49 crore. 

2 CTO-X, Indore 2009- 10 T he dealer purchased sanitary goods and tiles valued a t ~ 2 1.50 lakh 
I February from out of MP. However, the AA allowed inadmissible ITR ~ 2.69 

2012 lakh on the same. 

After this was pointed out, the AA stated (September 20 12) that act ion would be taken after verification. Further 
reply has not been received (January 20 14 ). 

3 RAC-I, Bhogal 2008-09 T he dealer got trade discount of ~ 16.12 lakh on which ITR is not 
I Apri l 2010 admissib le. T he AA al lowed ITR on total purchase including amount 

of trade discount. This resulted in excess grant IT R of~ 2.0 I lakh. 

After this was pointed out the AA stated (March 20 12) that action would be taken after verification. 

10 Bhopal , Jabalpur and Satna 
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4 RAC-I Jabalgur 2009-10 The dealer purchased mobile and SIM card valued at~ 7 1.46 lakh after 
1 October 201 1 paying input tax of ~ 5.74 lakh. The AA allowed lTR of ~ 6.39 lakh, 

resulting in grant of inadmissible ITR of~ 65,470. 

After this was pointed out, the AA raised (January 20 I 3) additional demand of ~ 34,395 after adjusting~ 31 ,075 
deposited by the dealer through challans. Report on recovery has not been received (January 2014) 

We reported the matter to the Department and the Government between 
February and March 20 13; their replies have not been received 
(January 2014). 

Section 26-A (4) of the MPV AT Act, 2002, 
provide that no input tax rebate shall be 
claimed or be allowed in respect of the 
goods notified for Tax Deducted at Source 
(TDS) under sub-section (1) of the said 
section. Mustard and cotton have been 
notified for TDS under the provision of 
aforesaid sub-section under notification 
dated 4 January 2008 and dated 3 August 
2009 respectively. Further under Section 
2 1 ( 1) ( d) and (2) of said Act, if rebate of 
input tax has incorrectly been al lowed while 
making the assessment and it is attributable 
to the dealer, penal ty not exceeding 3.5 
times but not Jess than 3 times of the 
amount of assessed tax shall be imposed. / 

2.11.2 We found during 
test check of records such 
as assessment orders. 
audited accounts, 
purchase list of Regional 
office Gwalior and 
Jabalpur between 
February 2011 and 
November 20 12 and 
found that in two cases of 
two dealers assessed 
between February 20 I 0 
and February 20 11 for 
the period 2007-08 and 
2009-10, the AAs 
incorrectly allowed ITR 
of ~ 10.45 lakh on 
purchase value of cotton 
bales (January to March 

2010) and mustard. As these commodities were notified for TDS, ITR was not 
admissible in these cases. This resulted in inadmissible grant of ITR of 
~ 38.71 lakh including minimum penalty of ~ 28.26 lakh.3 1 

We reported the matter to the Department and the Government in April 20 13; 
their replies have not been received (January 2014). 

3 1 Three times of inadmissible rebate of input tax of~ 9.42 lakh in one case, in another 
case having tax effect of~ 1.03 lakh, penalty was not leviable. 
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ln terms of Section 14 of the MP VAT Act, 
2002. where a registered dealer purchases any 
goods specified in Schedule II of the Act, other 
than those specified in part III of the said 
Schedule, for use or consumption in the 
manufacture of other goods or manufacturing 
goods declared tax free under Section 16 of the 
Act, and the dealer has claimed ITR (Input tax 
rebate) towards the tax payable by him. in the 
event of disposal of the goods otherwise than by 
way of sale within the State ITR sha ll be 
allowed onl y to the extent by which the amount 
paid in the State exceeds four per cent. 

Chapter - II : Co111111ercia/ Tax 

2.11.3 We test 
checked the records 
such as assessment 
orders, audited 
accounts. purchase 
list etc. between 
October 201 2 and 
January 2013 in two 
di visional o ffices32 

and three regional 
offices33 and circ le 
offi ce. Dewas. We 
fo und that in six 
cases o f six dealers 
assessed between 
A pril 2010 and June 

20 11 fo r the period 2007-08 to 2008-09 and April to December 2009. the AAs 
allowed ITR of~ 27.62 lakh though the rebate admissible to the dea ler being 
in excess of four per cent on goods disposed of otherwise than by way of sale 
or sale of tax free goods. worked out only to < 15. 12 lakh. This resulted in 
inadmissib le grant of ITR of< 12.50 lakh. 

After we pointed out the cases. the AA, Chhindwara in one case stated (May 
20 13) that additional demand of < 3.20 lakh has been raised. In remaining fi ve 
cases of fi ve dealers. the AAs stated (between November 201 2 and January 
20 I 3) that action would be taken after verifi cation/ exan1inati on of cases. 
Further reply has not been rece ived (January 2014 ). 

We reported the matter to the Department and the Government between 
February and April 201 3; their replies have not been received (January 2014). 

32 Chhindwara, agar. 
33 Khandwa, Khargone, Satna. 
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!2.12 Incorrect determination of turnover 

According to Section 2 of the Madhya 
Pradesh VAT Act, 2002 turnover in 
relation to any period means the aggregate 
of sale prices received or receivable by a 
dealer in respect of any sale or supply of 
goods made during that period, excluding 
the amount of sales return within the 
prescribed period. For the purpose of 
determining taxable turnover (TTO), the 
Madhya Pradesh VAT Act provides for 
deduction from turnover the sale price of 
tax paid goods and the amount of tax, if 
included in the aggregate of sale prices. 

We test checked the 
records such as assessment 
orders, audited accounts, 
purchase list etc. between 
March 20 12 and February 
20 13 in divisional offices 
Sagar, six regional 
offi ces34

, 11 circle 
offi ces35 and fo und that in 
25 cases of 25 dealers. 
assessed bet ween 
December 2008 and 
March 20 12 fo r the period 
between 2006-07 and 
2010-11 , the AAs while 
finalising the assessment 

determined the taxable turnover as < 174 crore. We, however, noticed that the 
aggregate turnover as recorded in the audited accounts of these dealers was 
< 2 16 crore. Thus, the turnover was determined short by < 42 crore which was 
not subjected to tax. This resulted in non-levy of tax of ~ 3.35 crore including 
interest/penalty of< 1.1 0 crore. 

A few instances are mentioned in the table no. 2. 13: 

Table No. 2.13 

-
Name of auditee unit Our observation Department's reply 

RAC-V. Bhopal The AA allowed deduction of t I 5.32 crore on The AA staled 
account of Inter-state sale from gross turnover. ( ovember 20 I I) that 
I lowevcr. the assessment order or the central action would be taken 
case of the dealer fo r the same period revealed after verilication o f 
that the gross turnover under Central sales tax cases. Further rep I) 
(CST) Act \\as Nil. This resulted in non levy of has not been received 
tax of~ 6 1.28 lak.h. IJanuar. 20 14) 

CT0-1, Jabalpur TI1e AA determined the taXable turnover ~ 8.30 The AA stated (July 
crore against taxable turnover of I 0.9 1 crorc as 20 12) that action 
shO\\n in audited accounts. Further, the AA would be taken after 
allowed incorrect deduction of t 19.23 lakh on verilication of cases. 
account of sale returns \\ hercas in audited 
accounts the net sale was recorded. rh is 
resullcd in non levy of LaX of t 34.98 lakh at 
the rate of 12.5 per ce111. 

CTO-Waidhan In a self-assessed case the dealer dctennined The AA Slated (July 
his T l 0 or ~ 4.07 crore as against the actual 2012) tha1 ac1ion 
turnover of~ 5.05 crorc as shown in audi ted would be taken after 
accounts Further the AA accepted the elf- vcri fica1ion from 
assessment in December 2011. Thus there \\ as challans. 
under detenninalion or n o by ~ 98 lakh. 
which resulted in short- lev} of lax of~ 12. 74 
lakh at the rate of 13 per cell/. Besides. 
minimum penally of 38.22 lakh at three times 
of the tax so evaded was al o leviablc. 

Bhopal, Gwalior (2), Morena, Khandwa and Jabalpur 31 

l~ Bhopal (2). G wa lior (2), Indore (3), Jaba lpur, Satna. Rewa a nd Waidhan. 
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After we pointed out the cases (between Ma rch 20 12 and February 20 I 3 ). the 
AA raised (March 20 13) additional demand of ~ 45. 13 lakh in two cases 
related to RAC- Jabalpur. Ln other 2 1 cases of 2 1 dealers. AAs stated 
(bet ween March 20 12 and February 20 13) that action would be taken after 
verili cation/examination of cases while in the rema ining two cases of two 
dealers, the reply of the AAs are in the table 2. 14: 

Name of 
auditee unit 

(2) 

CT0-1 11, 
Bhopal 

DC-Sagar 

Period 
Month of 

assessment 

(3) 

2010-11 
March 20 12 

2009- 10 
November 

20 11 

Table No. 2.14 

Our observation in brief Department reply/ 
our comments 

(4) (S) 

Ln self-assessed case, The AA stated that the 
accepted by the AA m determ ined turnover was gross 
March 20 12, the taxable sa les turnover and not the net 
turnover was determined turnover. We do not agree in 
as ~ 6.28 crore against the view of the fact that VAT on 
actual turnover o f ~ 6.60 sa les has been shown 
crore as per audited separately and therefore ~ 6.60 
accounts. T hus the TIO crore mentioned as sales in the 
was determined short by audited accounts represents 
~ 3 1.4 1 lakh This resulted only the net sales. 
in short levy of tax of 
~ 1.57 lakh. 

The AA while finalising 
the assessment did not 
include the import 
purchase of ferti I isers of 
~ 47.86 lakh in total 
import purchase and 
accordingly under 
determined the total sale 
to that extent. T his 
resulted in non levy of tax 
o f ~ 9.57 lakh including 
penalty oft 7. 18 lakh 

The AA replied that in import 
list a ll import purchase was 
included. The reply is not 
acceptable as purchase of 
fertiliser of ~ 47.86 lakh from 
Jhansi (UP) was not included in 
total import purchase list. 

We reported the matter to the Department and the Government between 
February and Apri l 20 13. their replies had not been received (Jan uary 20 14). 
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12.13 Non/Short levy of entry tax 

Under the Madhya Pradesh Sthaniya 
Kshetra Me A1af Ke Pravesh Par Kar 
Adhiniyatn, 1976 and rules and 
notifications issued thereunder, entry 
tax (ET) is Jeviable at the speci fted 
rates on the goods entering into local 
area for consun1ption , use or sale 
therein. Under the Adhiniyam and the 
MP VAT Act 2002, a dealer is liable 
to pay interest, if he fa ils to pay lax 
payable by him according to the 
periodic returns and liable to pay 
penal ty where omission leading to 
assessment is attributable to dealers. 

We test checked records such 
as assessment orders. audi ted 
accounts. purchase li st etc. 
between August 2011 and 
February 20 J 3 in seven 
divisional offices36

. eleven 
. I ffi 37 . . I reg10na o ices , nine circ c 

offices38 and found that in 
43 cases of 37 dealers 
assessed/re-assessed bet ween 
March 2009 and March 2012 
for the period 2005-06 to 
2009-10, ET on goods like 
iron & steel, motor paris, 
high speed diesel (1 lSD), 
coa l, furnace oil. Hexane. 
HDPE/PP woven bags etc .. 

valued at ~ 86. 14 crore was either not levied or was levied at incorrect rate on 
their entry into local area. This resulted in non/short reali sation of ET of 
~ 2.67 crore includi ng interest of ~ 11 .09 lakh and pena lty of~ l.03 crore. 

After we pointed out the cases (between August 20 J l and February 20 13), the 
assessing authori ties (AAs) in 13 cases rai sed additional demand of~ 1.19 
crore (between March 2012 and July 20 13) out of which in three cases ~ 7.53 
lakh was deposited (between June 201 2 and May 201 3) through challan. In 
other 28 cases, the AAs stated (between August 20 11 and February 20 13) that 
action would be taken after verificati on/examination. In remaining two cases, 
the Department's repl y and our comments are in the table no. 2. 15: 

Table No. 2.15 

Name of Assess men Name of Rate of tax Departmental Our comments 
auditee 

unit/No. of 
dealers 

2. 

DC-I, Bho12al 
I 

17 

18 

t period/ Commodity/ applicable/ reply 

month of Cost of goods applied 
assessment <'in lakh) 

3. ... s . 6. 7. 

2008-09 Limestone lQ llie AA stated that the We do not agree " ith the 
April 20 11 326 ii dealer had mined out reply in vie\\ of the 

cla) along\\ith anne11.ure I of the 
lime tone "hich \ \ as audited account '~here 
liable to tall. at the rate the Limestone was 
or one per cent. shown as purcha cd and 

not mined. 

Bhopal (2). Gwalior, Jabalpur, Sagar, Satna and Ujjain. 
Bhopal (2). Gwalior (2), Indore (2), Jabalpur, Khandwa, Morena, Sagar and atna. 
Dhar, Dewas, Gwa lior (2), Indore, Ratlam. Satna, Ujjain and Waidhan. 
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2. 3. ... s. 6. 7. 

DC-II-Bhopal 2007-08 Furnace oil/ ! The AA stated that it We do agree with the 

I Jul:i:: 20 10 23 .4~ nil was actuall) purchase repl) in view of the facts 
or light diesel oil and available in relevant 

Refrigerator 
not furnace oil. which is documents like purchase 
schedule - 11 goods and list and tax calculation 

37.10 l purchased from sheet etc. \\hich clearl) 
I registered dealer. l lence establish purchase or 

did not attract ET. furnace oil. 
Further. the AAs raised 
additional demand or 
't37.105 in respect of 
Refrigerator's sale. 

We reported the matter to the 
February and March 2013; 
(January 2014 ). 

Department and the Government between 
their replies have not been received 

!2.14 Non/short levy of tax under the Central Sales Tax Act ] 

Under Section 8 of the CST Act. every dealer, 
who in the course of inter-state trade or 
commerce, sells to a registered dealer. goods of 
the classes specified in the registration 
certificate or the purchasing dealer shall be 
liable to pay tax at the concessional rate of four 
per cent (three per cent with effect from 
1 April 2007 and two per cent with effect from 
1 June 2008) of such turnover provided such 
sales are supported by declarations in form 'C'. 
Further, the said section provides that every 
selling dealer who fails to furnish declaration, 
duly filled and signed by the purchas ing 
registered dealer in form 'C' obtained by the 
latter from the prescribed authority, shall be 
liable to pay tax in respect of inter-State sale of 
declared goods at twice the specified rate and 
in respect of other goods at the rate of ten per 
cent or at the specified rate, whichever is 
higher up to 31 March 2007 and at schedule 
rate from I April 2007, instead of concessional 
rates of tax. 

2.14.1 We test 
checked the records 
such a assessment 
orders, audited 
accounts. purchase 
I isl etc. bet ween 
March and 
November 2012 in 
three regional 
offices39

• three 
circle offices40 and 
found that m 
I 0 cases of eight 
dealers assessed 
between January 
and December 2011 
for the period 
2006-07 to 2009-10. 
'C' form in respect 
of interstate sale of 
~ 3.15 crore were 
not furni shed. 
Howeve r. the AAs 
wh il e finalising the 
assessment either 

levied tax at concessional rate or did not levy tax at all. This resulted in 
non/short levy of tax of ~ 36.42 lak.h, including interest of ~ 6.94 lakh. After 
we pointed out the cases. in one case the AA raised (November 20 13) demand 
of ~ 1.18 lak.h relating to RAC Dewas and in other two cases of one dealer, the 
AA stated that the case would be reopened and tax would be levied 

19 

~o 

Jabalpur. Dewas. Ujjain. 
Morena, Neemuch. Ujjain . 
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accordingly. In other two cases of two dealers, the AAs stated that action 
would be taken after verification/examination of cases. 

In the remaining fi ve cases of four dealers, the reply of the AAs and our 
comments are in the table 2.16: 

Table No. 2.16 

Name of Period Commodi!l'. Rate of tax Ri:te of tax Amount of non/ 
auditee unit Month of Turnover applicable applied (per short levy of tax 

No. of dealers assessment (fin lak.h) (percent) cent) (~in lak.h) 

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

CT0-1 .Ujjain. 2008-09 PaQer donas 12.5 4 3.24 
2 January 20 11 and 12la1es 

2008-09 38.06 

February 20 I I 

The dealer had nol fu rn ished C form in respect of Inter late Sale (ISS). I lowever. the AA levied tax at 
concessional rate of four per cent. Aller we pointed out the AA stated that donas and plates were sold on 
declaration form. The content ion of the AA is nol accep1able as the sale '' as nol supported with form 'C' as 
mentioned in assessment order. 

2. CTO-Neemuch 2008-09 & 2009- Fell com12onen1 12.5 4 2.18 

2 (3cases) lQ 
25.59 12.5 5 0.69 

April 20 11 & 
November 20 11 9.24 
2009-1 0 

ovember 20 11 

The dealer had not fu rnished 'C' form in respec1 of IS . 1 lowever, the AA levied tax at rate or four and the 
per ce111. After we pointed out the AA stated that fe ll component is liable to tax at 1he rate of four per cem as 
per the Commissioner Commercial la>. (C T) MP order dated 31 August 20 I 0. We do no1 agree "ith the 
rep I) of the AA as the referred order relates 10 fabrics and as per CCT, MP order dated 29 March 1995 Mi s 

eaJwcll Neemuch ( 1995) 14 TLD-237. felt component is a machinery part . 

We reported the matter to the 
February and April 201 3); 
(January 2014). 

Department and the Government (between 
their rep lies have not been received 

As per Notification No. 1 /2007-C T-F.No.34/ 
135/2005 dated 29 March 2007 effective from 
I Apri l 2007 every dealer shall be liable to pay 
tax at the rate of three per cent in respect of 
inter-State sale of goods supported by 'C' 
form. Tbe rate of tax was reduced to two p er 
cent by the notification 1277 dated 
30 May 2008 with effect from 1 June 2008. 

2.14.2 We test checked 
the records such as 
assessment orders, 
audited accounts, 
purchase li st etc. 
between February and 
August 201 2 in 
di visional office Satna, 
reg ional office, Bhopal 
and circle offi ce Satna 

and fou nd that in three cases of three dealers assessed between January and 
June 201 l for the period 2008-2009, tax on inter tate sale of~ 5.65 crore 
(supported with ·C' form), was e ither not levied or levied at incorrect rate. 
This resulted in non/short levy of tax of~ 8.75 lakh. including interest of 
~ l .22 lakh as shown in the table no. 2.17: 
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Table No. 2.17 

SI. Name of auditee Period Commoditl'. Rate of tax Rate of tax Amount of 
No. unit Month of Turnover applicable applied non/short levy of 

No. of dealers assessment ~in lakh) (per cent) (percent) tax ~in lakh) 

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

I. CTO, Circle-II 2008-09 limestone 3 - 2. 19 
Satna July 20 I I 73 .02 

I 

The dealer had furnished 'C' form in respect of lSS up to 3 1 May 2008 on which tax was leviable at the 
concessional rate of three per cent. However, the AA did not levy the tax on the same. After we pointed out the 
case the AA stated that action would be taken after verification. 

2. RAC-I Bhogal 2008-09 Coi;mer strigs 3 I 0.83 
I January 20 11 4 1.94 2 I 0.80 

79.93 

The AA levied tax at the rate of one per cent on ISS supported with 'C' form. After we pointed out the case the 
AA stated that action would be taken after verification. 

3. DC Satna 2008-09 Heavy 3 2 3.70 

I June 2008 machinery 1.2 1 (Interest) 
3.70 

The dealer had furnished 'C' form in respect of lSS up to 3 1 May 2008 but the AA levied the tax on the same at 
rate of two per cent instead of three per cent. After we pointed out the case the AA raised demand of~ 6.48 lakh, 
including interest of ~ 2.78 lakh in September 2012. Further deta ils of recovery has not been received 
(January 20 14) 

We reported the matter to the Department and the Government in 

February 20 13; their replies have not been received (January 2014). 

12.15 Short levy of tax due to allowing incorrect deduction 

According to Section 2(x) 
(iii) of MP VAT Act, 2002 
taxable turnover is 
determined after deducting 
amount of tax included m 
aggregate of sale price. 

We test checked the records such as 
assessment orders, audited accounts, 
purchase list etc. between May 20 12 and 
January 20 13 in regional office, Ujjain 
and nine circle offices41 and found that in 
11 cases of I 0 dealers, assessed between 
Apri I 2009 and January 2012 for the 
period from 2006-07 to 2009- 10, the 

AAs while determining the turnover allowed deduction of ~ 22.14 lakh 
towards amount of tax included in the aggregate sale of price. We, however, 
noticed that tax was not included in the sale price and therefore no deduction 
should have been made. This irregular grant of deduction resulted in short 
levy of tax of ~ 22. 14 lakh a longwith interest/penalty of ~ 6.41 lakh. 

After we pointed out the cases (between May 2012 and January 20 13), in one 
case of CTO-IV, .Jabalpur the AA raised additional demand of~ 81 ,142 in 
July 2012. ln other lO cases of 9 dealers, the AAs stated (between May 20 12 
and January 2013) that action would be taken after verification of cases. 
Further repl y has not been received (January 20 14 ). 

II Bhopa1(2), Dewas, lndore(2),Gwa lior, Jabalpur, Khargone and Morena. 
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We reported the matter to the Department and the Government between 
February and April 20 13; their replies have not been received 
(January 20 14). 

!2.16 Non-levy of tax on sales incorrectly treated as tax free 

The Madhya Pradesh VAT Act, and 
notifications issued thereunder prescribe 
rates of tax leviable on different 
commodities except those which are 
specified under Schedule l of the Act or 
exempted through notifications. 

We test checked the records 
such as assessment orders, 
aud ited accounts, purchase 
list etc. between July and 
December 20 12 in di visional 
office Indore and regional 
o ffi ce. Sagar and fo und that 
two dea lers had sold taxable 

commodities like pesticides, readymade garments and hosiery valued at~ 1.59 
crore. However, the a sessing authorities (AAs) while assessing the cases 
between November 2011 and January 20 12 for the period 2009- 10 did not 
levy tax on the sam e by incorrectly treating them as tax free goods. This 
resulted in non-levy of tax or ~ 7.60 lakh. 

After we pointed out the cases (between July and December 20 12). in one 
case, the AA stated (July 201 2) that action would be taken a rter verifi cation. 
In another case, the AA claimed (December 20 12) that assessment was do ne 
after proper verifi cation of book of accounts and invo ices o r purchase and sa le 
list. We do not agree with the reply as sale of pest icides is clearly mentioned 
in the audited accounts and it is taxable at the rate of fo ur per cent under entry 
no. 24 of schedu le lI of the VAT Act. 

We reported the matter to the Department and the Government between 
February and March 20 13; their replies have not been received 
(January 201 4). 

We recommend that the Department needs to initiate immediate action to 
recover non/short levy of entry tax/purchase tax, incorrect grant of 
exemption, non recovery of tax from closed units, non-rea lisation of 
professional tax, non/short levy of penalty, non-levy of tax on 
transporters, non/short levy of tax on sale without declaration forms etc., 
pointed out by us. 
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What we have 
highlighted in this 
Chapter 

Trend of receipts 

EXECUTIVE SUMMARY 

In this Chapter we present a draft paragraph 
on"Wastage of liquor during export, transport and 
manufacturing" involvi ng revenue implication of 
~ 16.15 crorc and other illustrative cases involving an 
amount of ~ 26.32 crore selected from observations 
noticed during our test check of records relating to 
assessment and collection of state exc ise revenue in the 
office of the District Exci c Officer (DEOs)/Assistant 
Excise Commissioners (AECs). where we found short 
reali sation of basic license fee. irregular 
export/tran port of foreign/ country liquor. Non/short 
recovery of supervision charges etc., in which the 
provis ions of the Acts/Rule were not obsen ed. 

It i a matter of concern that similar om iss ions have 
been pointed out by us repeatedly in the Audi t Reports 
for the past everal years. but the Department has not 
taken correcti ve action. 

In 20 12-13 the co llection of taxes from State excise 
increased by 17 .64 per cent over the previous year 
which was attributed by the Department to the increase 
in execution amount. 

Status of During the period from 2007-08 to 2011- 12 we had 
compliance to pointed out non/short levy, non/short realisation. 
Inspection Reports underassessment/loss of revenue etc .. with revenue 
(2007-08 to im plication of ~ 675.38crore in 53,092 cases. Of these, 
2011-12) the Department/Government had accepted audit 

observations in 38,633 cases invo l ving~ 440 crore and 
had recovered ~ 2.92 crore in 4.568 cases. 

Status of In 20 12- 13 we test checked the record of 36 units 
compliance to relating to tale excise receipts and fou nd under 
Inspection Reports assessment, loss of revenue, non-levy of penalty etc. 
2012-13 invo l v ing ~ 191.78 crore in 29.979 cases. 

Our conclusion 

The Department accepted non/short realisation. non 
levy of penalty and loss of revenue e tc.of~ 43.20crore 
in 19.810 cases. wh ich \\ere pointed out by us during 
the year 2012-1 3. An amount of ~ 2.83crore was 
recovered in 160 cases during the year 2012-1 3. 

The Department needs to initiate immediate action to 
recover dut), penalty and annual fees not 
recovered/short recovered, more so in those cases 
"'here it has accepted our contention. 





[3.1 

CHAPTER - III 
ST ATE EXCISE 

Tax administration 
: 11 

State Excise revenue comprises receipts from duty, fee, penalty or confi scation 
imposed or ordered under the provis ions of the Madhya Pradesh Excise Act. 
19 15 and Rules made thereunder. It also includes revenue from manufacture, 
possession and issue of liquor for sale, bhang and poppy straw. 

Receipts from State Excise are regulated under the provisions of the following 
Acts. Rules and notification issued thereunder: 

• Madhya Pradesh Excise Act, 1915 (Excise Act) 

• Madhya Pradesh Foreign Liquor Rules, 1996 (MPFL Rules) 

• Madhya Pradesh Distillery Rules, 1995 (MPD Rules) 

• Madhya Pradesh Country Spirit Rules,l 995 (MPCS Rules) 

• Madhya Pradesh Breweries and Wine Rules (MPB&W Rules) 

• Medicinal and To ilet Preparation (Excise Duties) Act. 1955 (M&TP 
(ED) Act) 

[3.2 Trend of receipts 

According to para A-15 read with para 6.6.1 of 
Madhya Pradesh Budget Manual (Manual), 2012, 
the estimates of revenue receipts should 
include/project the actual demand including arrears 
due for the past years and probability of their 
realisation during the year. According to Rule 192 of 
Madhya Pradesh Financial Code, the Finance 
Department is required to prepare the estimates of 
revenue after obtaining necessary information/data 
from the respective Department/Government. 

Table No. 3.1 

Actual receipts 
from State Excise 
during the years 
2008-09 to 
20 I 2- l 3 along 
with the total tax 
receipts during 
the same period 
are exhibited in 
the table no. 3. l : 

(~in crore) 
Year Revised Actual Variation excess Percentace Total tas Percentage of actual 

budcet receipts (+)/shortfall(-) of receipts of receipts vis-i-vls 
estimates Between (3-2) variation the State total tu receipts 

I 2 J .. 5 6 7 

2008-09 2. 150.00 2.30 1.95 (+ ) 151.95 (+) 7.06 13.6 13.50 16.9 1 

2009- 10 2,850.00 2.95 1.94 (+) 10 1.94 (+ ) 3.58 17.272.77 17.09 

20 10- 11 3.525.00 3,603.42 ( +) 78.42 (+ ) 2.22 2 1.419.33 16.82 

2011-12 4,200.00 4.3 16.49 (+) 116.49 (+ ) 2.77 26.973.44 16.00 

20 12-13 5.000.00 5.078.06 (+ ) 78.06 (+) 1.56 30.58 1.70 16.60 

(Source: Budget estimates and Finance Accoums of 1he Gol'ern111e111 of Madhya Pradesh.) 
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As seen from the foregoing table. the revenue co llection increased from 
~ 2,301.95 crore in 2008-09 to ~ 5,078.06 crore in 20 12-1 3 at a Compounded 
Annual Growth Rate (CAGR) of 17.67 per cent. The collection from State 
excise increased by I 7 .64 per cent in 2012- 13 over previous year. The 
Department attributed the growth to increase in execution amount 1 through 
aucti on o f liquor shops. The percentage of contribution of State Excise 
receipts to the total tax revenue of the late ranged between 16.00 per cent and 
17.09 per cent during the period 2008-09 to 20 12-13. 

13.3 Cost of collection 

The gross collection in respect of state excise, expenditure incurred on 
coll ection and the percentage of expenditure to gross collection during the 
years 2008-09, 2009-10, 20 I 0-1 I , 201 1-12 and 20 12-1 3 a long with the al 1 
India average percentage of expenditure on collection to gross collection for 
the previous year are mentioned in the table no . 3.2: 

Table No. 3.2 

(~ in crore) 

Year Colltttion Expenditure on Percentage of All India average 
collection of expenditure on percentage for the 

revenue colltttion previous year 

l 2 J .. !I 

2008-09 2,301.95 442.74 19.23 3.27 

2009-10 2.95 1.94 685. 12 23.21 3.66 

20 10- 11 3,603.42 8 19.44 22.74 3.64 

20 11-12 4,3 16.49 973.88 22.56 3.05 

20 12- 13 5.078.06 1,187.68 23 .39 2.98 

(Source: Finance Accounts of the Government of MP) 

The percentage of expenditure on collection of state excise is abnormally 
higher than the all India average. We observed that in the Finance Accounts. 
there is no separate minor head showing 'collection charges' as is available in 
case of other taxes like taxes on sales/trade, taxes on vehicles etc., and the cost 
or foreign liquor paid to the manufacturers had also been booked under the 
head "2039-State Excise" along with other expenditure. 

On being pointed out earl ier in audit. the Excise Commissioner stated (May 
2012) that the cost on collection after deduction of cost of liquor paid to the 
manufacturers remained between 1.61 and 1.90 per cent during the last five 
years which was less than the all India average. 

The Government may consider opening a separate sub-bead 'collection 
charges' as is being done for other taxes for effectively monitoring the 
functioning and the performance of the Department. Although this was 
pointed out in the Audit Report for the year ended 3 1 March 201 1 and 20 12, 
corrective measures are yet to be taken in this regard. 

The annual settlement value or retail liquor shops 
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!3.4 Arrears of revenue 

The arrears of Excise reven ue was ~ 58. 75 crore as on I April 2008. The 
Department recovered only ~ 3.70 crore2 during the period 2008-09 to 
2012-1 3. Audit observed that the Department did not fix any target for 
recovery of arrears and arrears increased up to ~ 71.08 crore as on 31 March 
2013 given in the table no. 3.3, of which an amount of~ 5.25 crore is pending 
in courts. 

Table No. 3.3 

(~in crore) 

Year Opening Addition during Total Recovery during Closing balance 
balance the year the year 

I 2 J 4 5 6 

2008-09 58.75 0.57 59.32 0.40 58.92 

2009-10 58.92 4.76 63.68 1.18 62.50 

20 10- 11 62.50 3.90 66.40 0.34 66.06 

20 11 - 12 66.06 0.98 67.04 0.37 66.67 

20 12-13 66.67 5.82 72.49 1.4 1 7 1.08 

We recommend that the Department should take appropriate steps to 
reduce the arrears by fixing target for recovery. 

3.5 Im act of audit 

3.5.1 Status of com liance to Audit Re orts 2007-08 to 2011-12 

In the Audit Reports 2007-08 to 201 1- 12. we have pointed out non/short levy, 
non/short reali sation, underassessment/ loss of revenue with revenue 
implication of ~ 122. 77 crore in 48 paragraphs. Of these, the Department/ 
Government had accepted audit observations in 25 paragraphs involving 
~ I 3.45 crore and had since recovered only ~ 80.50 lakh (as on 3 1 March 
201 3). The details are shown in the table no. 3.4: 

Table No. 3.4 

(~ in crore) 

Year of No. of Money No.of Money No. of Amount 
Audit paragraphs value of the paragraphs value of the paragraphs recovered 

Reports included paragraphs accepted paragraphs against which during the 
accepted recovery made year 

I 2 J 4 5 6 7 

2007-08 11 7.95 6 2.26 3 0.2 1 

2008-09 18 2 1.68 10 1.7 1 5 0.23 

2009-1 0 9 5.09 7 0.5 1 5 0.35 

2010- 11 8 38.74 I 6.73 I 0.007 

2011-12 2 49.3 1 I 2.24 I 0.008 

Total 48 122.77 25 13.45 15 0.805 

In formation furnished by the Department. 
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The amow1t recovered out of the accepted cases has been extremely low over 
the last fi ve years. 

We recommend that the Government should take appropriate steps to 
improve the recovery position, at least in the accepted cases. 

3.5.2 Status of compliance to Inspection Reports (2007-08 to 
2011-12) 

During the period fro m 2007-08 to 20 11-1 2, we have pointed out through 
Inspection Reports non/short levy, non/short realisation, underassessment/loss 
of revenue with revenue implication of~ 675.38 crore in 53,092 cases. Of 
these. the Department/Government had accepted audit observations in 38,633 
cases invo lving ~ 440 crore and had since recovered ~ 2.92 crore 
(as on 31 March 2013). The details are shown in the table no . 3.5: 

Table No. 3.5 

~in crore) 
Year of No.of Objected Accepted Recovered Prrcentage of 

Inspection units No. of Amount No. of Amount No. of Amount recover) to 
Reports audited cases cases cases amount 

accepted 

I 2 J .. 5 6 7 8 9 

2007-08 40 12. 185 88.06 9,520 24.73 513 0.4 1 1.66 

2008-09 50 12,489 11 5.0 1 10.677 99.14 1,971 0.65 0.66 

2009- 10 36 10.606 20 1.88 7.566 167.5 1 1,280 0.74 0.44 

20 10-11 20 14, 151 155.25 9.079 99.46 665 0.90 0.90 

20 11-1 2 26 3.66 1 11 5. 18 1.79 1 49. 16 139 0.22 0.45 

Total 53,092 675.38 38,633 440.00 4,568 2.92 

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

The Government needs to take necessary steps for prompt recovery of the 
amounts involved at least in the accepted cases. 

13.5.3 Status of compliance to Inspection Reports 2012-13 

Test check of the records of 36 units re lating to State Excise receipts during 
the year 20 12-1 3 revealed non/short realisation, non levy of penal ty and loss 
of revenue etc. amounting to ~ 19 1.78 crore in 29,979 cases which can be 
categorised in the table no. 3.6: 
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Table No. 3.6 

(~in crore) 

SI. Categories No. of Amount 
No. cases 

I 2 J 4 

I. "Wa tage of liquor during export, transport and I 16.15 
manufacturing" 

2. Non realisation of duty in case of non receipt of verification 658 16.03 
report 

., 

.) . Non levy of penalty/duty on excess wastage of spirit/liquor 10,977 10.72 

4. Noni short rea lisation of I icence fee from I iquor shops 2,473 35.87 

5. Irregular issue of country/ foreign liquor 487 3.07 

6. Non levy of penalty due to breach of licence conditions 4,268 0.57 

7. Other observations 11 , 11 5 109.37 

Total 29,979 191.78 

During the course of the year, the Department accepted short/ non realisation, 
non levy of pena lty and loss of revenue etc. of < 43.20 crore in 19,8 10 cases, 
which were pointed out in audit during the year 20 12- 13. An am ount of < 2.83 
crore was realised in J 60 cases during the year 20 12-13. 

A paragraph on "Wastage of liquor during export, transport and 
manufacturing" involving an amount of < 16. 15 crore and a few illustrative 
audit observations involvi ng < 26.32 crore are mentioned in the following 
paragraphs. 

13.6 Audit observations 

We scrutinised the assessment records of exc ise duty, fee and other charges in 
EC, DECs, AECs and DEOs and fou nd cases of non-levy of duty, fee and 
penalty and fo und several cases of non observance of the provis ions of the 
ACT/Rules and Circular mentioned in the succeeding paragraphs of this 
chapter. These cases are i II ustrati ve and are based on a test check carried out 
by us. uch omissions on the part of the executing authorities have been 
pointed out in earlier Audit Reports. Reference to paragraphs included in this 
Report and having similar observations raised earlier is given in Annexure-1 , 
but not only do these irregularities continue to pers ist, these remain undetected 
ti ll audit is conducted. There is need fo r the Government to improve the 
internal control system so that such omissions can be avoided. 
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3.7 "Wastages of liquor during export, transport and 
manufacturing" 

13. 7 .1 Introduction 

The manufacture, distribution and sale or liquor is controlled by the Excise 
Commissioner under the provisions or the Madhya Pradesh Excise Act, 1915 
(Excise Act) through annual licenses granted by him. Licenses are renewable 
annually on payment or the prescribed fee under the provisions of the Excise 
Act and the Rules made thereunder. Lev) and collection of various kinds or 
duties and fees on production. possession. sale, export. import and transport of 
liquor in the State is governed under the Excise Act and Rules made 
thereunder. During manufacture, transport and export of liquor, a percentage 
of wastage of liquor is allowed in the rules. fn case of wastages of liquor 
beyond the admissible wastages, penalty is leviable. 

"Liquor" means intoxicating liquor and includes spirits. wine, tari, beer. all 
liquids consisting of or containing alcohol and any substance which the State 
Government may by notification, declare lo be liquor. 

The Deputy Excise Commissioner. Divisional Flying Squad at divisional level 
is empowered to impose the penalty on the wastages beyond permissible limit 
during export, transport and manufacturing. 

We reviewed "Wastages of liquor during export, transport and 
manufacturing". which revealed a number of system and compliance 
deficiencies. 

3.7.2 Or anisational Set u 

The Principal Secretary, Commercial Tax Department is the adm inistrative 
head of the Department at the Government level. The Excise Commissioner 
(EC) is the I lead of the Department and is assisted by one Additional Excise 
Commissioner (Addi. EC). three Deputy Excise Commissioners (DEC) at the 
headquarter at Gwalior, seven DEC divisional fl ying squad in divisions. 
15 Assistant Excise Commissioners (AEC) and 54 District Excise Officers3 

(DEO) in districts. In the district, the Collector heads the Excise 
Administration and is empowered to settle shops for retai l vending of liquor 
and other intox icants and is also responsible for realisation of excise revenue. 

The working of distilleries. bottling plants (foreign liquor) and breweries is 
monitored by the DEOs with the assistance of the Asst. District Excise 
Officers (ADEOs) and Sub Inspectors posted in the distilleri es/breweries and 
bottling plants. 

13.7.3 Audit objectives J 
We conducted the audit with a view to a certain whether: 

• Excise Verification certificates (EVC) of export/transport of liquor 
were received from the importing tate/State of MP and submitted to 

Including four DEOs posted in distillerie5 
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the Department by the exporter/transporter and quantity of liquor 
received and wastages recorded properly. 

• The wastages of liquor during export/transport and manufacture were 
under the prescribed limit and cases of excess over the prescribed limit 
were sent to competent authority to impose penalty and the penalt ies 
have been recovered accordingly. 

• Proper compliance of provisions of the Act/ Rules and ci rculars issued 
by Excise Commissioner in respect of wastage or liquor is made by the 
Department. 

• An internal control mechanism is in existence in the Department and is 
adequate and effecti ve. 

13. 7.4 Audit criteria 

Audit criteria were derived f'rom the following: 

• Madhya Pradesh Excise Act. 1915 (Excise Act): 

• Madhya Pradesh Foreign Liquor Rules. 1996 (MPFL Rules): 

•Madhya Pradesh Distillery Rules. 1995 (MPD Rules); 

• Madhya Pradesh Country Spirit Rules, l 995 (MPCS Rules): 

•Madhya Pradesh Breweries and Wine Rules (MPB& W Rules) and 

• Notifications and circulars issued by the Government/Excise 
Commissioner. 

13.7.5 Scope of Audit 

We test checked the records for the years 2008-09 to 20 12-13. in 134 out of 
50 Districts Excise offices in the state. four5 out of seven DEC offices at 
divisional level and the E.C. of!ice between October 2012 and June 20 13. For 
the test check, we selected six6 out of eight distilleries. five 7 out of seven 
breweries. 158 out of 20 foreign liquor bottling units. four9 out of 10 foreign 

h 

Balaghat, Betul, Bhind, Bhopal, Dhar, Gwalior, Indore, Khargonc, Rai sen, Satna, 
Shajapur, Shivpuri and Vidisha 
Bhopal. Gwalior. Indore and U.iiain 
Ms Gwalior Alcobrew Pvt. Ltd .. Gwalior. M's Associated Alcohol and Breweries 
Ltd., Khargone. Mis Agrawal Distillery Ltd .. Khargone M 's Great Galleon Ltd., 
Dhar. M/s Oasis Distiller) Ltd., Dhar, and M ·s Som Distiller) Pvt. Ltd., Raisen. 
M s Lilasons Bre\\eries Ltd., Bhopal, M s M P Beer Products Pvt., Ltd. Indore, M's 
Mount Everest Breweries Ltd .. Indore, M s Som Distiller) & Breweries Ltd .. Raisen 
and M s Regent Beer and Wine Ltd .. Shajapur. 
M's Gwalior Alcobre\\ Pvt. Ltd .. Gwalior. M s Parnard Record India Pvt Ltd., 
Gwalior. Ms Vinayak Distillery Pvt. Ltd., Gwalior, Ms Associated Alcohol and 
Breweries Ltd .. Khargone. M s Silver Oak India Ltd .. Dhar M ·s Great Galleon Ltd. 
Dhar. Mis Oasis Distiller) Ltd., Dhar, M s Som Distillery Pvt. Ltd .. Raisen. M 's Som 
Distillery & Breweries Ltd .. Raisen, Mts G\\alior Distiller} Pvt. Ltd .. Bhind, M/s 
Gold Water Breweragcs Pvt. Ltd., Bhind. M s United Spirit Ltd .. Sarvar Bhopal, M/s 
United Spirit Ltd .. Govindpura Bhopal, M s Jublee Brewerage Ltd .. Bhopal, and M/s 
Narmada Distillery Pvt. Ltd .. Satna. 
Bhopal, Gwalior . Indore and Ujjain 
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liquor warehouses and 3 310 out of 107 country liquor warehouses in the state. 
Besides, we also included the cases of wastage of liquor during transport, 
export and manufacturing etc. of other units which came to notice during audit 
conducted in 2012-13. 

13.7.6 Audit Methodology 

Audit methodology includes preparing guidelines, conducting field visits for 
examination of records, collection of data from the Department, issue of aud it 
memos, questionnaires and obtaining replies from audited entities to arrive at 
the audit conclusions. 

An entry and exit conference for the review was held on 14 May and 
4 September 20 13 respectively with the Principal Secretary/Secretary 
(Commercial Tax Department), EC and other executives of the Department. 

j3.7.7 Acknowledgment 

The Indian Audit and Accounts Department acknowledges the co-operation of 
the Commercial Tax Department and its subordinate offices for providing 
necessary information and records for Audit. 

13. 7.8 Working of Internal Audit Cell 

An Internal Audit Cell (IAC) was established in the EC office in the year 1978 
and is headed by a Joint Director, who is assisted by six officers in the conduct 
of internal audit of the Department. 

The details of units planned, audited and number of observations raised, 
settled and outstanding are given in the table no. 3.7 

Table No. 3.7 

Year No. of Number Shortfa ll Percentage No of No of Out stand ing 

units as of units with of shortfa ll paras paras paras at the 

per roster audited r eference included settled end of yea r 

to roster 

I 2 3 4 s 6 7 8 

2008-09 48 38 10 20.83 50 - 50 

2009-10 48 26 22 45.83 14 - 64 

20 10-11 50 4 1 09 18.00 60 07 11 7 

20 11- 12 50 16 34 68.00 64 12 169 

20 12- 13 50 16 34 68.00 111 10 270 

(!nformationf11rnished by the Department) 

Thus, the targets fi xed were not achieved by the IAC of the Department in any 
of the fi ve years between 2008-09 and 201 2-1 3. In addition, the details about 
the money value invo lved in the objections raised by the internal audit and 
amount recovered etc. were not available with the IAC. The Department 

10 Agar, Badnawar. Balaghat, Barwaha, Bareli, Betul , Bhensdehi, Bhind, Bhopal, 
Dabra, Dhar, Dharampuri, Gairatganj , Ganjbasoda, Gwalior, Indore, Karera, 
Khargone, Kukshi, Lahar, Mhow, Multai , Obedu llahganj , Pichhore, Raisen, Satna, 
Sardarpur, Shajapur, Shujalpur, Shivpuri, Sironj , Susner and Yidisha. 
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during the exit conference stated (September 20 13) that due to preoccupation 
with other work, internal audit could not be conducted as planned. We do not 
agree as the interna l audit being the primary work of lAC should not have 
been overlooked on the pretext of preoccupation with other work. 

The Department may strengthen internal control mechanism to ensure 
better performance of the internal audit cell and ensure that the audit 
roster is followed. 

JAudit findings: 

Js ystem deficiencies: 

3. 7.9 Lack of control over excess wastages of liquor during export, 
transport and manufacturing 

Under the circular of the EC dated 15 May 
2008, all the excise officers in charge 
(OJCs) of distilleri es, foreign liquor 
manufacturing units, breweries, wineries 
and country/ foreign liquor warehouses 
were instructed to maintain a register in 
regard to excess wastages of liquor during 
export, transport and manufacturing in the 
prescribed proforma. The O lCs were 
required to send the cases of excess 
wastages (with all records and 
information) which came to their notice. to 
competent authority and also send the 
monthly information in this regard on the 
5th of next month after completion of a 
month to EC office and concerned 
divisional DEC office under their 
signature. 

3.7.9.1 We observed 
from the records of the 
test checked units 11 

between October 20 12 
and June 2013 that 63 
O ICs of manufacturing 
units and warehouses 
neither maintained the 
prescribed register nor did 
they send the monthly 
information of excess 
wastages in the prescribed 
proforma to DECs and 
EC office during the last 
five years. Further, no 
action was initiated by 
DECs/EC office also to 
call for the desired 
information. We also 
noticed that there was no 
mechan ism prescribed fo r 

monitoring the receipt of cases from OICs in DEC offi ces. Therefore, the 
detail s of cases received. disposed and balances during last fi ve years could 
not be verified in audit except in the DEC office Ujjain, which mainta ined 
registers to monitor the receipt of cases. Thus due to the failure of the 
DEC's offices and EC office along with Internal Audit Cell (JAC) to 
ensure regular submission of information by the manufacturing units and 
warehouses, complete information regarding the position of imposition 
and recovery of penalty on the excess wastages and also overdue amount 
was not available either with the DEC's and EC offices. The IAC had a lso 

II Balaghat. Betul. Bhind, Bhopal, Dhar, Gwalior. Indore, Khargone, Raisen. Satna, 
Shajapur, Shivpuri and Vidisha district offices, Bhopal, Gwalior, Indore and Ujjain 
DEC offices and EC oflice 
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not checked the records relating to excess wastages and no observation was 
found in this regard in the reports of the districts test checked by the JJ\C. 

We also observed that there is no mechanism to monitor the prompt disposal 
of cases of excess wastage received in excise offices and a system to keep a 
watch over recovery in cases of wastage through monthly returns/ registers in 
DEC/ EC Offices. In the absence of such mechanism, the Department could 
not exercise necessary control over wastages during export, transport and 
manufacturing. 

The Department may consider prescribing the time limit for disposal of 
cases by the DEC and submission of periodical returns to EC. The 
Department may also consider prescribing a register to be maintained in 
DECs and EC office for better monitoring in regard to maintenance of 
register and submission of monthly returns by the subsidiary units. 

3.7.9.2 Delay in sending the cases of excess wastages of liquor for 
imposition of p.-nalty 

We observed from the case files of excess wastage submitted to audit in DEC 
office Gwalior (April 2013) that 4109 cases of excess wastages for the period 
up to March 20 12 were received by DEC office from the OlC till March 2013. 
on which penalty of < 9.56 crorc was leviable. The cases of excess wastage 
after March 20 12 had 11ot been received in DEC office till March 20 13. We 
further observed that the cases were sent by the OICs of four manufactming 
units 12 and two warehouses 13 to DEC office for imposition of penalty after a 
lapse of seven to 32 months and show-cause notices were issued to the 
licensees by DEC office after three to 20 months from the date of receipt of 
the cases. As such the penalty of< 9.56 crore had not been imposed even after 
a lapse of I 0 to 52 months. 

The Department during exit conference stated ( eptember 20 I 3) that out of 
4 I 09 cases, the penalty amounting to < 6. 78 crore in 3 176 cases has been 
imposed out of which an amount of < 34.93 lakh in 2024 cases has been 
recovered after being pointed out by audit. The Department further stated that 
action was under progress in remaining cases. 

The Department may pre..;cribe time limit for imposition of penalty from 
date of receipt of the cases of wastages and also prescribe the maintenance 
of records/register showi11g the details of receipt, disposal and recovery of 
penalty. 

12 OIC of Mis Skoll Breweries Ltd., sub lessee at Mis Trapti Alcobre\\ Ltd .. Morena, 
OIC M s Pernod Ricord India Ltd .. Gwalior. OIC Foreign Liquor Wnrehouse 
Gwalior and OIC Mis Gwalior Alcobrew Pvt., Ltd., Gwalior. 
OIC Countr)' Liquor Warehouse Gwalior and Dabra 
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wastages of 
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liquor. 
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!compliance deficiencies: 

3.7.10 Non-levy of penalty on excess wastages due to not sending 
the cases to competent authority 

The Excise Act and Rules made thereunder prov ide that the maximum 
wastage allowance for all exports of bottled foreign liquor/beer shall be 
0.25 per cent irrespective of the distance. For all transports, it shall be 
0. 1 per cenl if the selling and purchasing licensees belong to the san1e 
district and 0.25 per cent if they belong to different districts. In case of 
transport of bottled country liquor it shall be 0.5 per cent irrespective of 
the distance. Further according to the amendment made by the State 
Government dated 12 January 2012 it shall be 0.1 per cent in case of 
transport in pet bottle and 0.25 per cent in glass bottle with effect from 
1 April 20 11 . In case of RS!ENA, the Rules allow wastage of 0.1 to 0.2 
per cent on account of leakage or evaporation of spirit/ENA transported or 
exported in tankers from a distillery/ warehouse to another 
distillery/warehouse according to their distance. In case of wastage 
beyond the permissible limit the licensee shall be liable to pay penalty at a 
rate prescribed by the Government from time to time. 

13. 7.10.1 Excess wastages of country liquor during transport 

The Excise Commissioner vide instructions issued on 28 July 20 11 reduced 
the permissible limits for wastages in transportation of country liquor from 
0.5 per cent to 0.1 per cent fo r pet and 0.25 per cent for glass bottles. 
Government vi de its notification dated 12 January 2012 approved the rev ised 
wastage limits with effect from April L 20 11. We observed from the Excise 
Verification Certificates of country liquor warehouses of 2 1 AEC's/ DEO's 14 

office between May 201 2 and May 2013 that highest of the actual wastages or 
wastage allowed as per prescribed limits viz. 0.5 per cent till 31 Jul y 20 11 and 
0.1 and 0.25 per cent on pet and glass bottle respectively from 01 August 
201 1, was recorded as the actual wastage. Thi s indicates that the OICs were 
record ing the wastages as per limits prescribed, whenever the actual wastages 
were less than prescribed limits. This defeated the intent of departmental 
instructions to record the actual wastages during transportation of country 
liquor and resu lted in loss to Government, where actual wastages were below 
the limits prescribed by Government. 

I ~ Barwani, Bhind, Bhopal , Chhindwara, Damoh, Dewas, Guna, Indore, Jabalpur, 
Jhabua, Narsinghpur. Panna, Raisen. Rajgarh, Sagar, Shajapur, Shivpuri, Sidhi , 
Tikamgarh, Ujjain and Umaria 
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We further observed that minimum penalty was leviable in 3,45 1 cases on 
wastages of 54,487.14 PL bottled country liquor beyond permissible limit 
during transport from eight bottling units15 to 52 country liquor warehouses16 

during the period April 20 11 to December 201 2. The penalty, however, could 
not be imposed as the cases were not sent to competent authority for 
imposition of penalty by the OIC's of country liquor warehouses. This resulted 
in non-levy/realisation of penalty of ~ 1.24 crore as mentioned in the table 
no. 3.8 

Table No. 3.8 

Nature of Quantity Quantity Wastages Permissible Excess Penalty 

Liquor T ra nsported Received a t PL wastage wastage levia ble 

PL other end PL PL PL (~) 

I 2 3 4 5 6 7 

Country Spirit 1733 1583.25 17255581.59 76001.66 21514.52 54487. 14 1,23.88,421 

Non levy/ 
realisation of 
penalty of 
~ 1.03 crore 
on excess 
wastages of 
foreign 
liquor. 

After we pointed this out, the EC stated (September 2013) that out of 345 1 
cases, the penalty amounting to ~ 48.89 la.kb in 1328 cases had been imposed 
and in remaining ca:>es, action was under process. 

3.7.10.2 Excess wastages of foreign liquor and beer during 
export/transport 

We observed from the Excise Verification Certificates (EVC) of foreign liquor 
warehouse, Bhopal and Jabalpur, three foreign liquor bottling units17

, two 
breweries 18 and one FL-6 Jicensee19 of four di stricts20 between October 2012 
and June 20 13 that the wastages of 57433.005 PL foreign liquor (Spirit) and 
36840.12 BL beer was found in excess of the admissible limit during 
export/transport between October 20 11 and May 2013 in 4747 cases on which 
the penalty of~ 1.03 crore was Jeviable as mentioned in the table no. 3.9 

15 

16 

17 

18 

19 

20 

Mi s Gwalior Alcobrew Pvt., Ltd., Gwalior, M/s Associated Alcohol and Breweries 
Ltd., Khargone, M/s Great Galleon Ltd. Dhar, Mis Cox India Ltd., Chhatarpur, M/s 
Som Distillery Pvt., Ltd., Raiseri, M/s Som Distillery Pvt., Ltd.,Chhindwara, Mi s 
Vindhyachal Distillery Pvt., Ltd. Rajgarh and M/s Oasis Distillery Ltd., Dhar. 
Agar, Amanganj, Amarwara, Barnagar, Barwani, Bareli , Bhind, Bhopal , Byawara, 
Damoh, Dewas, Gadarwara, Gairatganj, Guna, Hatta, Indore, Jamai, Jatara, Jhabua, 
Jirapur, Kannaud, Karera, Khachrod, Khetia, Khurai, Lahar, Mahidpur, Mhow, 
Narsinghgarh, Narsinghpur, Niwari, Obedullahganj , Parma, Parasia, Petlawad, 
Pichhore, Ra isen, Rehli, Sagar, Sarangpur, Sendhwa, Shajapur, Shujalpur, Sidhi, 
Sihora, Sonkachh, Sounsar, Susner, Tarana, Tikamgarh, Ujjain and Umaria. 
M/s Pernod Ricord India Pvt. , Ltd., Gwa lior, Mi s Som Distillery & Breweries Ltd., 
Raisen and M/s United Spirit Ltd ., Sarvar Bhopal 
Mis Mount Everest Breweries Ltd., Indore and Mis Som Distillery & Breweries 
Ltd., Raisen 
Military Canteen Wholesa le Licence Jabalpur 
Gwalior, Indore, Jabalpur and Raisen 

68 



Chapter II/ · Stale £n:ise 

Table No. 3.9 

'lature of Liquor 
1 

Quantity Eiported/ Quantity received Wastages Permissible Excess Penalty 

Transported PLJBL at other end PLJBL wastage wastage le,•iable 

PlJBL PLJBL PLJBL (~) 

I 2 J 4 5 6 7 

Foreign liquor (Spirit) 13871635.29 1378 147 1.1 56 90 164. 134 32727.129 57437.005 95.13.993 

Beer 

N:rn lev) 
realisation of 
penalty of 
~ 16.77 lakh 
on excess 
wastages of 
ENA. 

8598223 8541457.86 56765.14 19925.02 36840.12 8. 15.357 

Total 1,03,29,350 

It was. however, seen that the OICs or the units did not send the cases to the 
competent authority for imposition of penalty even after a lapse of one to 18 
months. Further. it was seen that an amount of< 56.17 lakh as penalty was 
deposited (between January 20 11 and June 20 13) by the licensees in Bhopal, 
Gwalior and Jabalpur district. The period for which the amount related was 
also not known to the OICs of' the units. 

The Department during the ex it conference accepted audit observation and 
stated (September 20 13) that out of 4747 cases, the penalty amounting to 
< 30. I 9 lakh in 2956 cases have been imposeJ, out of which an amount of 
< 25. 73 lakh in 2923 cases had been recovered. The Department further stated 
that action was in progress in remaining cases. 

3.7.10.3 Excess wastages of Extra Neutral Alcohol (ENA) during 
export/transport 

We observed from the EV C's of one distiller/ 1 and two fore ign liquor bottl ing 
units22 of three districts23 between February and June 2013 that 460374 1 PL of 
E A was exported from distillery and transported to fore ign liquor bottling 
units between August 201 1 and June 20 13 in 141 cases. out of which 
4576355.64 PL was received. As such. wastage of 27385.36 PL ENA was 
shown in the EVC's. of which 18258.65 PL was in excess of the admissible 
limit of 9 126.71 PL. Penalty of< 16.77 lakh was leviable on the wastages in 
excess of admissible limit. It was. however. seen that the OT Cs of the units did 
not send the cases to the competent authori ty for imposition o[ penalty. This 
resulted in non realisation of revenue of< 16.77 lakh. 

The Depai1ment during the exit conference accepted audit observation and 
stated (September 20 13) that out of 141 cases, penalty amounting to < 3 1,367 
in 18 cases haC: been imposed and recovered. The action in remaining cases is 
under process. 

11 

" _, 

Mi s Associated Alcohol and Breweries Ltd., Khargone 
Mi s Gwalior Distillery Pvt.. Ltd., Bhind and M s Jub lce Brewarcge Ltd .. Bhopal 
Bhind, Bhopal and Khargone. 
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Date of 
Hrilica tion 

I 

1.12.2007 

10.8.20 10 

Total 

Audit Report (Revenue Sector) for the year ended 31A/arch1013 

3.7.11 Exces:; wastage, shortage of spirit and foreign liquor during 
stora~e 

MPFL Rule provides that maximum 
permissible limit of losses of spirit due to 
racking, storage, evaporation, reduction 
and others for FL-9 and FL-9A licence 
shal l be 1.5 per cent per quarter which is 
calculated on actual balance in hand at the 
end of previous quarter stock taking plus 
the quanti ty since manufactured and 
received and deducting that issued for re­
disti llation. Futther, no wastage allowance 
on storage of bottled liquor stocked with 
FL-6, FL-1 OA, FL-I OB and foreign liquor 
warehouses is permitted. On all 
deficiencies in excess of the limit allowed 
under rule, the licensee shall be liable to 
pay penalty as may be imposed by the EC 
or any other officer authorised by him at 
the rates prescribed by the Government 
from time to time. 

3.7.11.1 We observed 
from the stock and issue 
of ENA and 
manufacturing registers 
of foreign liquor in one 
forei~n liquor bottling 
unit2 in February 2013 
that the physical 
verification of stock was 
conducted by the ore in 
December 2007 and 
August 20 10 which 
revealed that there was 
shortage of 1644.5 PL of 
ENA/ Foreign liquor in 
excess of the permissible 
limit. As per rule. penalty 
of ~ 27.82 lakh was to be 
imposed on these 
shortages. We. however, 
noticed that the ore did 
not initiate any action 

regarding levy of penal ty. This resulted in non-levy/ realisation of penalty of 
~ 27.82 lakh as mentioned in the table no. 3. 10 

Table No. 3.10 

Kind of Opening Balance on Shortage Permi~sible Shorta~e in Penalty to be 
liquor boo I. verification PL limit C\CCSS of imposed 

balance PL PL permissible 
@fl .\mount 

PL limit Pl ('() 
(J-4) 

2 J 4 5 6 7 8 9 

ENA 107 18.8 10338.9 379.2 160.8 2 18.4 25 5.460 

Foreign 3379.5 3293.25 86.25 16.9 69.35 65 4.508 
l iquor 

E A 10338.9 8799.7 1539.2 458.4 1080.8 681,3 22.08.074 

Foreign 3293.25 2968. 1 325.1 5 49.2 275.95 681x3 5.63.766 
liquor 

14097.6 11 767.8 2329.8 685.3 1644.5 27,81 ,808 

The Depa1tment during the exit conference stated (September 2013) that 
question of imposition or penalty did not arise as wastages were under 
permissible limit. We do not agree as wastages/shortages were beyond 
permissible limit as reported by OIC after carrying out physical verification. 
The penalty was therefore leviable on the excess wastage and shortage 
reported by the O!Cs. 

2 1 Mi s Gold water Brewerages Pvt., Ltd .. Bhind 
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a lapse of eight 
to 64 months. 
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3.7.11.2 We observed from the stock and issue accounts of foreign liquor/beer 
in foreign liquor warehouse. Gwalior in May 2013 that the physical 
verification of stock of bottled liquor conducted in September 2012 and March 
2013 indicated shortage of 1206.06 boxes of foreign liquor (spirit) and 242 
boxes of beer. Of these. the case of shortages noticed in September 201 2 was 
forwarded to the DEC after a lapse of six months in March 2013 and second 
case has not been forwarded till the date of audit (May 2013). As per rule, 
though penalty of~ 10.83 lakh was leviable on the shortage, it could not be 
imposed due to delay in submission/non-submission of the cases to the 
competent authority for levy of penalty. This resulted in non-levy/realisation 
of penalty as mentioned in the table no. 3.1 I 

Table No. 3.11 

SI No. Date of No. of boxes found short Penalty to be 
verification Foreign liquor (Spirit) Beer imposed 

(~) 

I 2 3 " s 
I 30.9.2012 1003.00 184 8,91 , 146 

2 30.3.2013 203 .06 58 1,91 ,534 

Total 1206.06 242 10,82,680 

The Department during exit conference accepted the audit observation and 
stated (September 2013) that departmental enquiry had been initiated against 
the OIC in case of shortage during stock verification at the end of September 
2012 and the action would be taken as per result of enquiry. The Department 
further stated that action was under process in remaining cases. 

j3.7.12 Non recovery of penalty 

Excise Act provides that all amounts due to 
the Government relating to excise revenue in 
accordance with any provision of the Act and 
Rules made thereunder, may be recovered 
from the person primarily liable to pay, as 
arrears of land revenue. The power of 
Additional Tahsildar has been given to all the 
DEOs under their jurisdiction by the State 
Government under notification issued in July 
1968, so that the DEOs may recover the 
excise dues as arrears of land revenue in the 
capacity of Tahsildar. 

We observed from 
penalty recovery 
statements of foreign 
liquor warehouse 
Indore, one forei¥n 
liquor bottling unit 5

, 

one brewer/ 6 and two 
DEC offices27 of four 
districts28 between 
February and June 2013 
that an amount of 
penalty of~ 3.79 crore 
was imposed by the 
DEC, divisional fl ying 
squad of concerned 

division in 2699 cases during the period between July 2008 and March 2013 . 

25 

26 

27 

~8 

Mi s Pernod Record India Pvt. Ltd.,Gwalior 
Mis Mount Everest Breweries Ltd., Indore. 
Bhopal and Ujjain 
Bhopal, Gwalior, Indore and Ujjain 
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Though demand noti ces were issued by the OICs on time. only an amount of 
< 3.22 lakh was recovered from the licensees in 56 cases (between March 
20 I 0 and February 20 13) in case oflndo re d istrict. leav ing a balance amount 
of < 3.76 crore unrecovered. The amount was not recovered even after a lapse 
of eight to 64 months (November 20 13 ). The D EO's of the d istricts did not 
take any action to recover the dues as arrear of land revenue. 

The Department during ex it conference accepted the audit observation and 
stated (September 201 3) that out o f 2699 cases, an amount of < 1.58 crore in 
1227 cases had been recovered and action for recovery in remaining cases was 
111 progress . 

The Department may ensure recovery action after issue of demand 
notices to the person primarily liable to pay penalty. 

3.7.13 Loss of revenue due to irregular waiving of the penalty 
imposable 

MPFL Rule provides that in case of wastages of 
fo reign liquor/ENA beyond the permissible 
li mit, the li censee shall be liable to pay penalty 
at a rate prescribed by the Government from 
t ime to time. Further, if it be proved to the 
sati sfaction of the EC or the authorised offi cer 
t' :at such excess deficiency or loss was due to 
some unavoidable causes like fi re or accident 
and its First Information Report (FIR) was 
lodged in concerned police station, he may 
waive the penalty imposable under the rule. 

We observed from 
the records of DEC 
divisional fl ying 
squad. Bhopal in 
June 20 13 that there 
was excess wastage 
of 1090.9 1 PL of 
bottled fore ign liquor 
during transport from 
Mis Uni ted Spirit 
Limited. Bhopa l in 
two cases and 8649.8 
PL o f ENA during 
transport fro m Mis 

Gwalior A lcobrew Pvt. , Ltd .• Gwalior to Mis United Spirit Li mited, Bhopal in 
one case between May and November 20 IO. on which the penalty of < I. 99 
crore was lev iable. It was. however, seen that the leviable penalty was wa ived 
by the DEC treating them as accident cases even though FIR had not been 
lodged in concerned police stati on as required under the rule. This resulted in 
loss o f revenue of ( 1.99 crore. 

The Department during the ex it conference stated (September 2013) that the 
in formation of accident was given in the concerned police station by the 
dri vers and penalty was waived on the basis of availab le records and evidence. 
We do not agree as fili ng o f FIR was a condition that had to be fu lfi lled for 
waiver as per MPFL Rules and it was not \vithin the powers of DEC to waive 
penalty in the absence of FIR. 

13. 7.14 Conclusion 

Pi lferage of penalty on excess wastages of liquor during transport. export and 
manufacturing is to be discouraged. To have effecti\e control over the 
imposition or penalty on excess wastages. it is essential that the prescribed 
records are maintained properly by the Department. Audit scrutiny revealed 
that these were not maintained. Lack of monitoring by the EC/ 01-:C's offices 
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leµ to not sending the ·cases/delay in sending the cases to competent authority 
fdr imposition of penalty. There was no monitoring by the Department of the 
oyerdue amount of penalty imposed. Internal Audit, an important component 
of the internal control mechanism, was also rendered ineffective as the IAC 
h~d not checked the records relating to excess wastages and no observation 
was found in this regard in the reports of the districts test checked by the IAC. 
It is necessary for the Government to have a detailed look at the system and 
procedure for prompt recovery of the amount of penalty imposed as well as 
the action in cases other than those pointed out by audit. 
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13.8 Short realisation of basic licence fee 

The condition for sale of liquor through 
shops for the year 20 I 1-12 issued by the 
Excise Commissioner (EC) under 
notification dated 05 February 2011 
provides that annual value of a liquor shop 
sha ll be the sum of Basic Licence Fee 
(BLF) and Annual Licence Fee (ALF). The 
BLF shall be fi xed between 50 and 60 per 
cent of the annual value of the shop 
according to its location and the remaining 
amount shall be recovered as ALF. Both the 
BLF and ALF shall be recoverable in 24 
fortnightly installments. The amount of duty 
deposited by the li ceasee to purchase the 
liquor sha l! be adj ustable against the 
fortnightly demand of ALF of shop, issue of 
liquor will not be admissible on the amount 
pa id by the licensee as BLF. Further, if a 
licensee purchases liquor in excess of the 
amount of ALF prescribed fo r any fo rtnight, 
the same shall be adjustable against the 
ALF of the subsequent fortnightly period. 
Further, letter dated 03 March 2005 of the 
Principal Secretary, Commercial Tax 
Department provides that DEC and 
AEC/DEO must conduct detailed inspection 
of the manufacturing units under thei r 
jurisdiction in the interval of every six 
months and a quarter respectively. 

We observed (May 
2012) from returns 
submitted by DECs in 
the EC office that ALF 
for 1668 country liquor 
and 600 fore ign liquor 
shops in 26 districts for 
the year 20 11- 12 was 
~ 973.88 crore. The 
licensees had purchased 
the liquor by depositing 
duty of ~ 994.7 1 crore, 
wh ich was in excess of 
ALF fixed fo r the shops 
by ~ 20.83 crore. 
Instead of adjusting the 
excess deposit towards 
payment of both BLF 
and ALF, the enti re 
amount was al lowed 
towards payment of 
duty for purchase of 
liquor . Reckoning the 
amount adjusted 
towards payment of 
duty against purchase 
of liquor, the amount of 
BLF recoverable from 
the shop owners 
worked out to ~ 20.83 
crore treating the 
mm1mum prescribed 

BLF of 50 per cent. We noti ced that some licensees remi tted a portion of BLF 
amounting to ~ 40.8 l lakh. Thus, the shor1 collection of BLF from the 
licensees worked out to ~ 20.42 crore. 

After we pointed out the cases, EC stated (May 2012) that under the policy 
prescribed by the Government. there is provision to issue liquor to the licensee 
after deposit of the amount of annual value of shop in the form of ALF and 
BLF on payment of duty only wi thout payment of additional BLF. We do not 
agree as duty payments fo r issue of liquor were adjusted from the excess 
amount deposited by the licensees without recovering the corresponding 
portion of the BLF and the policy did not provide for issue of excess liquor 
without reali sing requisite BLF. 

We reported the matter to the Department and the Government in April 1013; 
the ir replies have not been received (January 20 14). 
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3.9 Irregular export/transport of foreign liquor/beer and non 
realisation of excise duty on unacknowledged liquor29 

According to Rules 12, 13 and 14 of MPFL 
Rules, the exported/transport of foreign 
liquor/beer is permissible on payment of 
duty or on furnishing a bank guarantee or on 
executing a bond in form FL-23* with 
adequate solvent sureties for the amount of 
duty involved. Besides, the licensee shall 
obtain an Excise verification certificate 
(EVC) from the Officer In Charge (OIC) of 
the destination unit and furnish it to the 
authority, who issues the transport /export 
permit, within 40 days of the expiry of the 
permit. In case of default of licensee, the 
duty involved shall be recovered from the 
deposit made, bank guarantee furnished or 
the security bond executed by the licensee. 

We observed from the 
export/ transport 
permits register and 
EVC received register 
in three bottling units30 

of foreign liquor 
(FL-9), two breweries 
(B-3)31 and two central 
godowns32 of outside 
manufacture (FL-1 OA) 
of four districts33 

between October 2012 
and February 2013 that 
the licensees exported/ 
transported 50163 
boxes of bottled foreign 
liquor (Spirit) and 
55000 boxes of beer on 
178 permits out of 
9,243 permits issued 

between October 2011 and December 2012 involving duty of~ 4.58 crore. It 
was noticed that in violation of the provision, the Department issued the 
export/transport permits without recovering the prescribed duty or obtaining 
the bank guarantee or bond with adequate solvent sureties for the amount of 
duty involved. It was further noticed that though the verification certificate of 
receipt of quantity of liquor exported/transported were not submitted by the 
licensee even after a lapse of two to 399 days after the pem1issible period, the 
Department did not initiate any action for adjustment of duty against the bank 
guarantee or bond. This resulted in non-realisation of revenue of~ 4.58 crore. 

After we pointed out the cases (between October 2012 and February 2013), 
the AECs/DEOs stated that audit would be intimated after taking action as per 
rule and all the excise verification certificates would be submitted on their 
rece ipt. We do not agree as duty was recoverable in all the cases as EVC were 
not received within the prescribed period of 40 days and obtaining EVC after 
being pointed out by audit indicates that the procedure prescribed to safeguard 

29 

JO 

J I 

32 

33 

* 

Liquor for which Excise Verification report had not been received from the officer 
incharge of the destination unit. 
Mis Gold Water Breweries Pvt. Ltd., Malanpur, Bhind, Mis Som Di stillery Pvt. 
Ltd.,Sehatganj, Rai sen and Mi s Som Distillery & Breweries Ltd., Rojrachak, Raisen. 
Mis Som Distillery & Breweries Ltd., Rojrachak, Raisen and Mis Regent Beer & 
Wine Ltd., Makshi, Shajapur. 
Mi s Beam Global Spirit & Wine India Pvt. Ltd , Indore and Mis Ambar Distillery 
Ltd, Indore. 
Bhind, Indore, Raisen and Shaj apur. 
Form of bond to be executed on the removal of foreign liquor from the licensed 
premises of F.L. 91F. L.9A/F.L. I OA/F. L.1 OBIB-3 licence at export/transport in bond. 
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the revenue interest of State was not being fol lowed and compliance is bei ng 
left to the will o f licensees. 

We reported the matter to the Department and the Government 111 

January 20 13; their replies have not been received (January 20 14 ). 

13.10 Irregular export and shortage of beer 

According to Rule 12 of MPB & W Rules 
read with Rule 9 (6) of MPFL Rules. no 
label shall be used by any manufacturer 
unless it has been duly registered or 
renewed. In case of non-renewal of 
label/labels, the EC may pass suitable 
order regarding disposal of the stocks of 
the un-renewed labels held by any 
licensee and the State Government shall 
not be liable to pay any compensat ion to 
the licensee for any loss or damage. 

We observed from the 
stock and issue regi ster of 
beer in M/s Som Distillery 
and Breweries Ltd .. Raisen 
(B-3 licence3.i) in October 
2012 that the laoel for 
"Power 5000 uper 
Strong" beer was not got 
renewed for the year 
20 12-1 3 by the licensee 
and as such the 
export/transport or beer of 
this label should have been 
restri cted during the year 

20 12-13. However, it was noticed that there was a stock of 64,000 boxes of 
beer of this label in the month of April 2012 of which the licensee exported 
I ,'.'WO boxes, which was irregular. The OIC of unit did not check the labe l of 
the beer, which was exported by the licensee. Besides, the remaining stock of 
62,800 boxes was not accounted for in the stock and issue register of the unit 
as on 30 September 20 12. This resulted in loss of revenue of ~ 79. 13 lakh. 

After we pointed out the cases, the AEC, Rai sen stated (October 2012) that a 
letter would be sent to EC for disposal of beer. However. as pointed out by us 
as the beer was not avai lable in the stock and issue register of the unit and in 
the absence o f the beer in stock. the disposal thereof was not possible. The 
DEC and AEC/DEO did not a lso conduct physical verification of stock during 
the ir inspection. 

We reported the matter to the Department and the Government 111 

January 20 13; the ir replies have not been received (January 2014). 

Licence for the manufacture of beer wine 
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Short realisation 
of licence fees of 
< 66 lakh due to 
non realisation of 
the same on the 
basis of Census 
of 20 11. 

Chapter - Ill : State Excise 

!3.11 Short levy of license fee from Hotel Bar Licenses 

The State Government vide notification 
dated 29 December 2010, prescribed the 
annual license fee for Hotel Bar License 
(FL-3) for the year 2010- I I on the basis of 
population of the city/town in which the bar 
was situated. Further, the notifications 
issued by the EC for sale of liquor for the 
years 2011-12 and 20 12-1 3 provide that the 
annual license fee for FL-3 for the year 
2011-1 2 shall be the same as in 20 10-1 I and 
for the year 2012-13, it shall be worked out 
by increas ing 20 per cent off the license fee 
fi xed for the year 201 l -12 and rounding it 
to the next higher~ 10,000. 

We observed from the 
license files of FL-3 in 
the EC Office and AEC 
Office, Ujjain between 
February and May 2012 
that 25 Hotel Bar 
licenses were renewed 
in four cities/towns35 for 
the years 20 11-12 and 
20 12-13 on which 
li cense fees (LF) of 
~ 2.8 I crore was levied 
against the leviab le 
amount of ~ 3.47 crore 
in accordance with the 
population of the 
cities/towns as per 

Census of 20 I 1. This resulted in short realisation of licence fees o f ~ 66 lakh. 
The Department did not take any action to recover the differential amount. 

After we pointed this out, the EC stated (May 2012) that instruction to recover 
the license fee short realised was being issued. Further report has not been 
received (January 2014). The fact that the issue of change in license fee 
consequent to change in population data of the towns where li censes were 
issued was not pointed out by DEC and AEC/DEO during inspections shows 
ineffectiveness of the internal control system of the Department. 

We reported the matter to the Department and the Government in April 20 13; 
their replies have not been received (January 2014). 

Betul - As per Census (200 I ) LF was < 3.65 lakh and as per Census (20 11 ) 
< 4.40 lakh for 20 I 1-1 2 and< 5.30 lakh for 2012- 13 
Gwalior - As per Census (200 I) LF was < 5.85 lakh and as per Census (20 11 ) 
< 7.30 lakh for 20 11 -12 and < 8.80 lakh for 2012- 13 
Nagda - As per Census (200 I ) LF was < 3.65 lakh and as per Census (2011 ) 
< 4.40 lakh for 20 I 1- l 2 
Uijain - As per Census (200 l) LF was < 5.10 lakh and as per Census (20 l I) 
< 5.85 lakh for201 l -12 
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Non-realisation 
of revenue of 
~ 54.80 lakh 
due to short 
recovery of 
supervision 
charges. 

Audit Report (Revenue Sect01) for the year ended 31 March 2013 

13.12 Non/short recovery of supervision charges 

According to Rule 3(17) of MPFL Rules, 
the licensee shall pay in advance, 
supervision charges at the rate prescribed by 
the State Government to defray in full or 
part the expenditure incurred on the salary 
and other claims of the excise staff posted to 
bottling units exclusively for supervision 
work. Further, the State Government vide 
notification dated 28 July 2012, prescribed 
the supervision charges for foreign liquor 
bottling unit at the rate of~ 8.40 lakh per 
year which shall be recovered in the district 
where such bottling unit is situated. 

We observed from 
license files in five 
districts between 
October 20 I 2 and 
January 2013 that the 
licensees of s ix foreign 
liquor bottlin~ units36 of 
four districts 7 did not 
pay the superv1s10n 
charges of ~ 50.40 lakh 
at the rate of < 8.40 
lakh each. One 
licensee38 of 
ChJ1indwara district paid 
an amount of < 4 lakh 
leaving the balance 

amount of < 4.40 lakh unpaid for the year 2012-13. This resulted in short 
realisation of revenue of< 54.80 lakh. The DEC and AEC/DEO also did not 
point out the short reali sation in their inspection. 

After we pointed out the cases, the AEC. Ujjain stated (April 2013) that an 
amount of~ 8.40 lakh had been recovered whereas AEC. Jabalpur and DEOs 
Chhindwara and Bhind stated (between December 2012 and January 2013) 
that the notices/letters to recover the amount of supervision charges have been 
issued to the licensees and would be intimated to audit after recovery. AEC, 
Raisen stated (October 2012) that the supervision charges would be recovered 
from the licensees and intimated to audit. Further report has not been received 
(January 20 14 ). 

We reported the matter to the Department and the Government in April 2013; 
their replies have not been received (January 2014). 

36 

37 

18 

M/s Gold Water Breweries Pvt. Ltd., Malanpur, Bhind, M/s S.G. Distillery Jabalpur, 
M/s Redson Distillery Ltd . Jabalpur, Mis Som Distillery Pvt. Ltd., Sehatganj, Raisen, 
Mis Som Distillery & Breweries Ltd., Rojrachak. Raisen and Mis Mahakal Distillery 
Pvt. Ltd., Narwar, Ujjain 
Bhind, Jabalpur, Raisen and Ujjain. 
Mi s Golden Orange Distillers, Borgaon, Chhindwara. 
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Loss of 
reven ue of 
~ 29.60 lakh 
due to short 
accountal of 
spirit. 

Chapter - I II : State Excise 

j3.13 Loss of excise duty due to short accounting of spirit 

According to Rule 4(3) and (3 7) of 
MPD Rules, a d istiller shall establish 
his own laboratory within the distillery 
premises. Samples or every batch of 
spirit manufactured in the distillery 
shall be analysed in the laboratory 
before issue. The samples shall be 
drawn under the supervision of the 
Distillery Officer of the distillery. No 
spirit shall be issued until its quantity 
and strength have been verified by the 
Distillery Officer. Further, accord ing to 
instructions issued by EC (April 1997), 
the OIC of the distillery shall send the 
samples of rectified spi rit produced 
once in each quarter for their chemical 
test to a Department laboratory or a 
laboratory authori sed or approved by 
~he EC. 

We observed from the spirit 
stock register and chemical 
analysis rcpo11s of two 
di stilleries39 or two 
di stricts40 between March 
20 12 and March 20 13 that 
48,65,462.5 Bulk Litre (BL) 
of spirit was accounted for 
as 81,03,288.5 Proof Litre 
(PL) by the licensee. We, 
however, noticed that the 
actual quantity or spirit on 
the basis of chemical 
analysis report of the 
Government authorised 
laboratory as calculated by 
audi t worked out to 
81,3 1.005 .59 PL. Thus there 
was short accountal of spirit 
of 27,717. 15 PL. This 
resulted in loss of revenue of 
~ 29.60 lakh. 

After we pointed out the cases. the DEO (Disti llery) Rajgarh stated (March 
2012) that the difference or strength might have occured due to having 
different instruments. We do not agree as accuracy of appliances and the 
measurement made by distillery were to be checked by the Excise officers. Jn 
another case, it was stated (March 2013) that the case would be sent to higher 
officers fo r further necessary action. DEO (Distillery) Dhar stated (Apri l 
20 12) that difference being minor. acti on would not be taken. We do not agree 
as EC accepted (August 20 13) that chemica l analysis report of Government 
authori sed laboratory should be the valid basis for determining the wastages. 
The DEC and AEC/DEO also did not point out the di screpancy during 
inspection and thus the internal control mechanism was al so rendered 
ineffective. 

We reported the matter to the Department and the Government in April 2013 ; 
their replies have not been received (January 20 14) 

Mi s Oasis Distil lery Ltd. , Dhar and M/s Vindhyachal Di stil lery Pvt., Ltd ., Rajgarh. 
Dhar and Rajgarh. 
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Non-realisation 
of revenue of 
~ 11.16 lakh 
due to non 
recovery of 
transport fee . 

A 11di1 Report (Revenue Sec101) for 1he year ended 31 March 2013 

13.14 Non-recovery of transport fee 

According to Rule 14 (I) MPFL Rules, the 
licensee of an F.L.9, FL9A and B-3 (Foreign 
Liquor/Beer bottling units) and F.L. lOA, 
F.L.1 OB (Central Godown) may transport 
foreign liquor to a 'Foreign Liquor 
Warehouse' for storage there at. For this 
purpose. he shall obtain a No Objection 
Certificate (NOC) from the Officer in Charge 
(OIC) 'Foreign Liquor Warehouse'. Transport 
permit for the quantity mentioned in the NOC 
shall be issued by the OIC of the Bottling 
Units/Godowns. Further, according to the 
instruction issued by the Excise 
Commissioner dated 18 January 2012 for 
granting renewal/allotment of liquor shops 
through tender for the year 2012-13, transport 
fee at the rate of~ I 00 for each NOC and/or 
transport permit issued shall be charged on 
transport of foreign liquor other than that 
where the transpo11 fee has already been 
prescribed without considering the quantity 
of foreign liquor to be transported. 

We observed from the 
records related to 
NOC anci transport 
permits in three 
AECs41 and DEO, 
Shajapur between 
October 2012 and 
February 2013 that 
foreign liquor on 
11, 162 permits was 
transported by the 
licensees of four 
districts42 between 
April 2012 and 
February 2013. The 
transpo11 fee of 
~ 11.16 lak.h was, 
however, not 
deposited by the 
licensees. The 
Department did not 
take any action to 
recover the amount 
and issued the 
NOC/permits for 
transportation without 

charging any transport fee. The DEC did not see this aspect during thei.r 
inspection. This resulted in non-realisation of revenue of~ 11.16 lakh. 

After we pointed out the cases. the AEC Indore in regard to Mis M.P. Beer 
Products and DEO Shajapur stated (between October 20 12 and February 
2013) that according to instructions of EC. transport fee was recoverable on 
NOC or transport pennit and the amount was deposited at the time of receipts 
of NOC. We do not agree as the transport fee was to be deposited separately 
for issue of NOC and for granting of transport permit. AEC, Indore in regard 
to Mis Mount Everest Breweries Limited and AEC. Raisen stated (between 
October 20 l 2 and February 20 13) that action for recovery would be taken on 
receipt of direction from higher offices. AEC, Jabalpur stated that letter had 
been issued for recovery to the FL-6 licensee and in case of FL- I and FL-7 
licensees. audit would be intimated after recovery of the amount from the 
concerned licensees at the earli est. AEC, Indore stated (February 2013) in 
regard to other licensees that the audit would be intimated after recovery from 
the concerned licensees. Further report has not been recei\ed 
(January 20 1-J ). 

We reported the matter to the Department and the Government in April 20 13; 
their replies have not been received (January 2014 ). 

11 

42 
AEC Indore, Jabalpur and Raisen. 
Indore, Jabalpur, Raisen and Shajapur. 
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CHAPTER-IV 

TAXEX ON VEHICLES 
r; 





What we 
highlighted in 
Chapter 

Trend of receipts 

EXECUTIVE SUMMARY 

have rn this Chapter, we present a paragraph on "Working of 
this National Permjt System and Bilateral Agreements 

Regulating lnter·-state vehicular trnffic including 
Information Technology Aspect" invo lvi ng revenue 
implication of ~ 2.23 crore and a few ill ustrative cases of 
~ 19. 71 crore selected from observations noticed during 
our test check of records relating to assessment and 
collection of tax/fee/penalty on motor vehicles in the 
offi ce of the Transport Commissioner (TC) and the 
Regional Transport Officers (RTOs), where we fo und that 
the provisions of the Acts/Rules were not observed. 

It is a matter of concern that similar omissions have bee!1 
pointed out by us repeatedly in the Audit Reports for the 
past several years, but the Department has not taken 
corrective action. 

In 20 12- 13, the collection fro m taxes on vehicles 
increased by 12.83 per cent over the previous year which 
was attributed by the Department due to speedy adoption 
of computeri sation . 

Status of compliance to 
outstanding Inspection 
Reports (2007-08 to 
2011-12) 

During the period from 2007-08 to 20 11 - 12, we had 
pointed out non/short levy, non/short realisation of tax, 
applicati on of incorrect rate of tax etc., wi th revenue 
implication of ~ 114 crore in 2,53,80 I cases. Of these, 
the Department/Government had accepted audit 
observations in 16,676 cases i nvolving ~ 80.90 crore and 
had since recovered ~ 12. 19 crore in 5,266 cases. 

Status of 
Compliance to 
inspection Reports 
201 2-13 

Our conclusion 

In 20 12-1 3, we test checked the records of 36 units 
relating to taxes on motor vehicles and fo w1d under­
assessment of tax and other observations involving 
~ 3 1. 70 crore in 8,51,964 cases. 

The Department accepted under assessment and other 
defici encies of~ 7.32 crore in 1,777 cases, which were 
pointed out by us during the year 20 12- 13. An amount of 
~ 23. 75 lakh was recovered in 118 cases during the year 
20 12-1 3. 

The Department did not adhere to the roster fi xed for 
internal audit. lt needs to improve the internal control 
system includ ing strengthening of internal audit so that 
weaknesses in the system are addressed and omissions of 
the nature detected by us are avoided in future. 

It also needs to initiate immediate action to recover non­
realisation of tax and penalty pointed out by us, more so 
in those cases where it has accepted our contention. 





CHAPTER-IV 

TAXES ON VEHICLES 

14.1 Tax administration 

The Transport Department functions under the overal l charge of the Principal 
Secretary (Transport). lssue of driving license and levy and collection of 
tax/fee/penalty on vehicles is administered and monitored by the Transport 
Commissioner (TC). He is assisted by one Additional Transport 
Commissioner (Enforcement), two JOint Transport Commissioners 
(Administration/Finance), three Deputy Transport Commissioners and an 
internal audit wing at headquarters level. There are JO Divisional Deputy 
Transport Commissioners, I 0 Regional Transport Offices, (RTOs), 
I 0 Additional Regional Transport Offices (ARTOs) and 30 District Transport 
Offices (DTOs) at the field level. The Additional Transport Commissioner 
(Enforcement) monitors the computerisation activities in the Department. 
Taxes on vehicles are collected under the provisions of the following Acts and 
Rules and notifications issued thereunder: 

• The Motor Vehicles (MY) Act, 1988; 
• Central Motor Vehicles (CMV) Rules, 1989; 
• Madhya Pradesh Mot01ya11 Karadhan Adhiniyam (Adhi11iyam), 1991 

and 
• Madhya Pradesh Motmya11 Karadhan Niyam (Niyam), I 99 1 

14.2 Trend of receipts 

According to para A- I) read with para 6.6.1 of 
Madhya Pradesh Budget Manual (Manual), 2012 
the estimates of revenue receipts should 
include/project the actual aemand including 
arrears due for the past years and probability of 
their realisation during the year. According to 
Rule 192 of Madhya Pradesh Financial Code, the 
Finance Department is required to prepare the 
estimates of revenue after obtaining necessary 
information/data from the respective 
Departm ent/Governm en t. 

Actual receipts from 
taxes on vehicles 
during the period 
2008-09 to 2012-13 
along with the total 
tax receipts during 
the same period are 
exhibited 111 the 
table 110 4.1: 



Year 

11 udit Report (Revenue Sector) for the y ear ended 3 J ,\ fa rch 2013 

Table No. 4.1 

~in crore) 

Year Revised Actual Variation Percentage Total tax Percentage of 
Budget receipts excess(+)/ of variation receipts of actual tax 

estimates sbortfalJ (-) the State receipts vis-a-vis 

total tax receipts 

2008-09 1.000.00 772.56 (-) 227.44 (-) 22.74 13.6 13.50 5.68 

2009-1 0 900.00 919.0 1 (+) 19.0 1 (+) 2.11 17,272.77 5.32 

20 10-11 1.130.00 LI 98.38 (+) 68.38 (+) 6.05 21.41 9.33 5.59 

2011-12 i ,285.00 1.357.12 (+)72.12 (+) 5.6 1 26,973.44 5.03 

201 2-1 3 1,500.00 1,53 1.25 (+) 31.25 (+) 2.08 30,581.70 5.01 

(Source: Budget estimates and Finance A ccounts of the Govern111e111 of Afadhy a Pradesh) 

It may be seen that though there was an increasing trend in receipts during the 
years from 2008-09 to 2012-13, the percentage of variation between the REs 
and the actual receipts ranged between (-) 22.74 p er cent and (+) 6.05 
per cent. 

In 2012-13, the collection from taxes on vehicles increased by 12.83 per cent 
over the previous year which was attributed by the Department to speedy 
adoption of computerisation. 

j4.3 Cost of collection 

The gross collection in respect of taxes on vehicles, expenditure incurred on 
its collection and the percentage of such expenditure to gross collection during 
the years 2010-11 , 2011-12 and 2012-13 along with the relevant all-India 
average percentage of expenditure on collection for the previous year are 
mentioned in the table no. 4.2: 

Table No. 4.2 
~in crore) 

Collection Expenditure on Percentage of expenditure All India average percentage of 
collection of 1·eveouc on collection expenditure on collection fo r the 

year 

20 10-11 1.198.38 32.90 2.75 3.07 

20 11-1 2 

20 12-13 

1.357.12 40.40 2 .97 3 .7 1 

1,53 1.25 40.07 2.62 2 .96 

(Source: Finance /lccou11ts of the Government of.\ /adhya Pradesh) 

We appreciate that the cost of collection had been below the all-India average. 

14.4 Working of internal audit wing 

The Internal Audit Wing in the Department was constituted in 1992 under the 
direct control of TC. The Internal Audit is being conducted under the 
supervision of JTC (Finance) 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. 
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Internal audit is a vital component of Internal Control. It is generally defined 
as the control of all controls to enable an organisation to assure itself that the 
prescribed systems are functioning reasonabl y well. 

During the period (2009-1 0 to 2012-13) internal audit wing had planned audit 
of 236 units, out of which only 105 units were audited. The low percentage of 
inspection of units indicates that the Department does not have proper 
planning for the inspection of units and working of the JAW needs 
strengthening. 

14.5 Impact of audit 

14.5.1 Status of Compliance of Audit Reports (2007-08 to 2011-12) 

In the Audit Reports 2007-08 to 2011-12, we had pointed out non/short levy, 
non/short realisation, application of incorrect rate of tax etc., with revenue 
implication of ( 72.86 crore in 37 paragraphs. Of these, the Department/ 
Government had accepted audit observations in 30 paragraphs involving 
( 51 .66 crore arid had since recovered ( 12.11 crore. The details are shown in 
the table no. 4.3: 

Table No. 4.3 
~in crore) 

Yea1· of Number of Mo,e) No. of Money value No. of Amount 
Audit paragraphs vnlue arcepted of accepted paragraphs recovered 
Report paragraphs parawa1Jbs against "hich Upto 

:-ecowry made 31.03.13 

2007-08 11 21 18 9 18 28 6 2.89 

2008-09 7 20 22 7 19 79 7 3 40 

2009-1 0 8 11 49 8 6 21 8 486 

2010-1 l 7 1049 3 4 56 3 0 79 

2011 -12 4 9 48 3 2 82 2 0.17 

Tc.tal 37 72.86 30 51.66 26 12.1 l 

The percentage of recovery as compared to the accepted cases has been low 
during the last five years as tb.e recoveries under high value objections have 
not been made. 

We recommend that the Government should take appropriate steps to 
improve the recovery posirion at least against the accepted cases. 

4.5.2 Status of Compliance of outstanding Inspection Reports 
(2007-08 to 2011-12) 

During the period 2007-08 to 2011-1 2, through our lnspection Reports, we 
had pointed out non/short levy, non/short realisation, application of incorrect 
rate of tax etc., with revenue implication of ( 114 crore in 2,53,80 1 cases. Of 
these, the Department/Government had accepted audit observations in 16,676 
cases in vol vi ng ( 80. 90 crore and had si nee recovered ( 12. 19 crore (as on 
31 March 2013). The details are shown in the table no. 4.4: 
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1. 

2. 

3. 

-t 

A11d11 Reporr (Revenue Sector) for the year ended 31 .\larch 2013 

Table No. 4.4 
~ in crorc) 

Year of No. of Objected Accepted Recovered Percentage 

Inspection units No. of Amount No. of Amount No. of Amount of recovery 
Repor t audited cases cases cases to amount 

accepted 

2007-08 19 7. 125 49 18 7.125 49. 18 1.253 2 89 5.88 

2008-09 28 5.962 21.88 4,851 19.09 1,422 3 48 18 23 

2009-10 27 5,534 18.44 2,209 5.19 1,949 4.86 93 64 

2010-11 26 3.845 11.46 l ,849 4.56 534 0 79 17 32 

201 1-12 17 2.31.335 13 04 642 2.88 108 0 .17 5 90 

Total 2,53,801 11.t.OO 16,676 80.90 5,266 12. 19 

The percentage of recovery as compared to the accepted cases has been very 
low over the last five years except in 2009-10. We brought this issue to the 
noti ce of the Head of the Department as well as the Finance Secretary of the 
Government (August 2013). 

14.5.3 Status of compliance to Inspection Reports (2012-13) 

Test check of the records of 36 units involving total revenue of~ I 089.69 
crore out of 5 1 units relating to taxes on veh icles during the year 20 12- 13 
revealed underassessment of tax and other irregulari ties involving 
~ 3 1. 70 crore in 8,5 1,964 cases w hich fall under the following categories in 
the table no. 4 .5: 

Ta ble No. 4.5 
~ in crorc) 

Category No. of cases Amount 

"Workin g of National Permit System and Bilateral I 2.23 

A!!reements Regulating Inter -state vehicular traffic 

including Information Technolog)' Aspect" 

Noni hort levy of \'Chicles tax and penalty on public service 1.928 12.59 

velucles 

Noni hort levy or veh1ele lax and penalty Oil goods vehicles 1,772 6.05 

Other 8,48,263 10.83 

8,51,96~ 3 1.70 

During the course of the year, the Department accepted underassessment and 
other deficiencies of ~ 7.32 crore in l ,777 cases, which were poi nted out in 
audit during the year 20 12- 13 and reported realisation~ 23 .75 lakh in 11 8 
cases. 

A paragraph on "Working of National Permit System and Bilateral 
Agreements Regulating Inter-state vehicular traffic including 
Information Technology Aspect" involving revenue implication of ~ 2.23 
crore and a few illustrative audit observations involving ~ 19.71 crore 
highlighting important audit findings are mentioned in the foll owi ng 
paragraphs. 
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14.6 Audit Observations 

W e scrutinised the records of vari ous transport offi ces and noti ced several 
cases of non-observance of the provisions of the Acts/Rules/Government 
noti fi cations/ instructions resulting in non/short realisation of tax, fees etc. as 
mentioned in the succeedi ng paragraphs of thi s chapter. These cases are 
ill ustrative and are based on a test check carri ed out by us. Such omissions on 
the part of the transport authorities have been pointed out in earli er Audit 
Reports. Reference to paragraphs included in thi s Report and having similar 
observati ons rai sed earli er is given in Annexure-1, but not only do these 
irregularities continue to persist, these remain undetected till audi t is 
conducted. There is need for the Government to improve the internal control 
system so that such omissions can be avoided. 
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4.7 Working of National Permit System and Bi-lateral 
Agreements Regulating Inter-state vehicular traffic including 
Information Technology Aspect 

14. 7.1 Introduction 

Inter-state Vehicular traffic of goods between States is regulated by National 
Pem1it Scheme and Bilateral Agreements under the provisions of Motor 
Vehicles Act, 1988 (MY Act) and the Rules made thereunder. With a view to 
expedite the economic development of the country, by encouraging long 
distance inter-State travel and transport of goods by road, the States are 
allowed to enter into Bilateral Agreements for vehicular traffic with other 
States, on reciprocal basis. T he assessment and levy of taxes, fees and 
imposition of penalty 01~ motor vehicles, plying on interstate routes in Madhya 
Pradesh is regulated by the provisions of Madhya Pradesh Mo101ya11 
Karadhan Adhiniyam (Adhiniyam) 1991 and the rules made thereunder. 

Madhya Pradesh Mot01ya11 Karadha11 Niyam, 1991 rule 8(5) provides that a 
Motor vehicle covered with National Penn it granted under sub-section ( 12) of 
secti on 88 of the MY Act 1988 by the Transport Authority of other States with 
a valid authorisation to ply in Madhya Pradesh, shaJI pay tax at the transport 
check-post at the time of entry in Madhya Pradesh. The µayment shall be 
made in cash or through a crossed bank draft payable to the Transport 
Commissioner, Madhya Pradesh at Gwalior and the same shall be endorsed by 
the Officer in charge of the check-post in the authorisation and such endorsed 
authorisation shall always be carried with the goods carriage and produced for 
inspection on demand by any officer of the Transport Department not below 
the rank of an Assistant Transport Su!J-Inspector. fhe drafts so received from 
different check posts/flying squads and taxatio!1 authorities in State Transport 
Authority (STA) on account of composite tax are to bt> deposited into 
Government account. Reali sation of revenue under National Permit Schemes 
is watched by the STA of the State concerned, under the overall supervision 
and control of the Transj)crt Department of the State Government. The types 
of vehicles nonnally covered under the scheme/agr~ements are stage carriages, 
contract carriages/tourist taxies and goods carriages. 

A New national permit system introduced by Government of India, Ministry 
of Road Transport and Highways in May 20 10 enabled the permit holders to 
operate throughout the country on payment of prescribed consol idated fee. 

14.7.2 Audit objectives 

We conducted the audit to ascertain whether: 

•Adequate internal control and monitoring mechanism relating to 
levy/ reali sation of taxes/penalties in respect of vehicle plying on 
Bi-lateral Agreements existed and the enforcement wing has been 
strengthened to detect vehicles (plying on countersigned permits) 
without valid documents and tax li abi li ty; 

•The New National Permit System implemented by the Department as 
per Central Motor Vehicle (Amended) Rules, 20 10 and the guidelines 
issued by Ministry of Road Transport & Highways (May 20 I 0) for 
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implementing electronic mode of grant/renew of National Permit for 
goods carriage have been followed; and 

•Rules and procedures prescribed in the Act for issue of permits were 
followed . 

14. 7.3 Audit criteria 

Audit criteria were derived from the following while conducting the audit: 

• The Motor Vehicles (MV)Act, 1988; 

• Central Motor Vehicle(CMV) Rules, 1989; 

• Madhya Pradesh Mot0tya11 Karadhan Adhi11iyam, (Adhiniyam) 1991 ; 

• Madhya Pradesh Mot01:va11 Karadha11 Niya111. (Niyam), 1991; 

• Madhya Pradesh Motor Vehicles Rules, 1994 (MPMV Rules) and 
notifications/instructions issued thereunder; and 

• Central Motor Vehicles (Amendment) Rule 2010 notified on 
May 20 I 0 by Ministry of Road Transport and Highways. 

14.7.4 Scope of Audit and Methodology 

For the study of the subject, we test checked the records between May 20 13 
and July 2013 for the year 2008-09 to 2012-13 in six 1units out of 20 units 
selected in Audit Plan 2013-14 which were selected by way of random 
sampling. An entry conference was held on 21 June 2013 to discuss the 
objectives, scope and methodology of audit. The Department was represented 
by the Transport Commissioner and other executives. An exit conference with 
Additional Transport Commissioner was held on 29 October 2013 and the 
replies have been appropriately incorporated in the paragraphs. 

14. 7.5 Acknowledgement 

The Indian Audit and Accounts Department acknowledges the co-operation of 
the Transport Department in providing necessary information and records to 
audit. 
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!Audit findings: 

!system deficiencies: 

4.7.6 Lack of monitoring and co-ordination between the 
Transport Commissioner Office and unit offices in collection 
of tax in respect of Public Service Vehicles (PSVs2

) of other 
States in Madhya Pradesh plying on Bi-lateral Agreements 

Section 88(1) of the Motor Vehicles Act, 
1988 (iv of 1988), provides that a permit 
shall be countersigned in accordance with 
the terms and conditions of the Bilateral 
Agreement concluded between the states. 
Further, section 69(2) of t~e MV A.::t 1988 
specifies that vehicle owner shall apply for 
the countersignature of the permit to the 
State Transport Authority (ST A) of that 
region along with the required documents. 
After, countersigning the permit, the STA 
has to direct the vehicle owner to pay tax 
in a specified destination (RTO/ARTO/ 
DTOs) in future and to report the matter to 
the taxation authority (TA) of that 
destination to ensure collection of tax . 

We examined the 
documents3 for the period 
(2008-09 to 20 12-13) 
(June 2013) furnished by 
State Transport Authority 
(STA) in the Transport 
Commissioner office 
relating to payment of tax 
in respect of PSYs of 
other States plying in 
Madhya Pradesli on 
Bi-lateral Agreements. 
We found that ST A had 
directed the tar:ation 
authorities i.e. RTO 
(Jabalpur, Morena) and 
ARTO (Guna) to ensure 
collection of taxes in 
respect of 13 vehicles 
plying on bilateral 

agreement, but on cross verification in these three field offices 4 , it was 
observed that neither of these 13 vehicles owners were paying tax in these 
offices nor any record in respect of these vehicles was maintained. It clearly 
indicates lack of monit0ring and co-ordination between Lransport 
commissioner office and field offices and failure of TC office to pursue the 
matter with the field offices. 

The Department during exit conference agreed to the audit observation and 
assured that adoption of new software System Requirement Specification 
(SRS) would enable creation of database of tax payment by vehicle owners of 
other states and database under consideration/development / implementation 
and adoption of new SRS would ensure control over dues collection at district 
level. 

Till such time the new software is put in operation, the Government may 
consider prescribing a mechanism for consolidating the centrally 
ava ilable data regarding plying of traffic under bilateral arrangements 

Public Service Vehicles (Commercial 'chicles) 
List/Registers and case files of countersigned pennlls 
RTO Jabalpur. Morena and ARTO Guna 
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and effective coordination between the concerned units to avoid leakage 
of tax revenue. 

14. 7. 7 Realisation of Bank Drafts collected by check posts 

According to Rule 7( 1) of Madhya 
Pradesh Treasury Code and instructions 
issued by Transport Commissioner 
(March 2000), bank drafts received by the 
taxation authorities/ check posts on 
account of composite tax are to be sent to 
the STA for depositing into Government 
account. STA is required to maintain a 
register in the prescribed form depicting 
the full particulars of bank drafts received 
from check posts/ fl ying squad and 
taxation authori ties. The STA shall further 
examine all the bank drafts so received are 
regularly and promptly realised and duly 
credited in Government Account. 

During test check in the 
office of Transport 
Commissioner, it was 
observed that ST A w ing 
had not complied with the 
Transport Commisioner's 
instructions (March 2000) 
1n which STA was 
required to maintain bank 
draft register in the 
prescribed form depicting 
the full particulars of the 
bank draft received. 

We further noticed from 
challan registers of STA 
wing for the period from 
2008-09 to 2009- 10 (prior 

to indtoduction of New National Permits Scheme in May 20 10) that drafts 
collected towards payment of composite tax by taxation authorities/check 
posts were shown remitted into the banks. During verification of the 
real isation of the drafts remitted with the treasury records, we found that drafts 
valued at ~ 1.38 crore reported as remitted into the banks were not actually 
credited into the government account. 

Had the Department undertaken reconci lation of the deposits into bank with 
actual credit given by banks, corrective action to reali se the Government 
revenue could have been initiated. 

The Department during exit conference agreed with the audit observation and 
stated that sufficient care would be taken during development of new software 
to ensure accounting and matching of demand drafts recei ved at entry points 
for submission to banks for coll ection and also assured that MIS report would 
be generated by the computer to review drafts not deposited/credited to the 
Government Account. 
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4.7.8 Short-realisation of consolidated fee for grant of 
authorisation of National Permits and non-compliance of 
orders of Government of India, Ministry of Road Transport 
and Highways 

Government of India, Ministry of 
Road Transport & Highways 
through notification dated 7 May 
20 I 0 introduced a New National 
Pennit System. Electronic system of 
grant of national pennit was 
developed in consultation with an 
NlC and implemented with effect 
from 15 September 20 I 0 in the 
state. The new system enabled the 
pennit holders to operate throughout 
the country on payment of~ 15000 
towards consolidation fee, which 
was enhanced to ~ 16500 per annum 
per vehi cle w.e.f. I April 20 12 and a 
consolidated report on number of 
National Permits issued and 
payment of consolidated fee was to 
be sent to Ministry by 5th of 
succeeding month by the Transport 
Commissioner which would 
facilitate early distribution of funds 
to the States. 

As per Government of Indi a 
Ministry of Road Transport and 
Highways notification dated 
7 May 20 I 0 rel ating to 
implementation of a new 
National Permit System, permit 
was to be given to vehicle 
owners on payment of ~ 15,000. 
The fee was enhanced to 
~ 16,500 from I April 20 12. The 
new system enabled the permit 
holder to operate throughout the 
country. 

(i) We scrutinised (June 2013) 
the national permit regi sters, 
authorisation registers and 
computer database avai lable in 
five offices 5 and found that the 
consolidated fee for authorisation 
of National Permits in respect of 
391 vehicles/cases during the 
period April I to Apri l 26, 2012 
was realised short due to 
application of the pre revised rate 
of ~ 15,000 instead of the 

applicable rate of~ 16,500. This resulted in short realisation of~ 5.87 lakh. 

The Department during exit conference agreed to the audit observation and 
assured to recover the short consolidated fee. 

(ii) We further noticed (July 20 13) that the Department did not comply with 
the guidelines issued by the Ministry relating to sending of Monthly repo11 on 
number of National Permits issued, payment of consolidated fee to the 
Ministry of Road Transport and Highways by 5 th of the succeeding month. 

The Department during exit conference stated that monthly returns were sent 
by the private agency entrusted with the responsibility of issuing permit. The 
reply is not in confom1ity wi th the guidelines issued by the Ministry of Road 
Transport and Highways (May 20 I 0), under which the Department was 
required to send monthly consolidated report on number of national permits 
issued, payment of consolidated fee etc., to the Ministry by 5111 of the 
succeeding month. 

RTO - Gwa lior, Indore . .Jahalpur. Morena and ARTO - Gunn 
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!compliance deficiencies: 

4.7.9 Non levy of tax and penalty in respect of goods vehicles 
plying on National Permits 

According to the prov1s1ons of Madhya 
Pradesh Mo101yan Karadhan Adhiniyam 
(Adhiniyam), 1991 , a tax shall be levied 
on every vehicle used or kept for use in 
the State at the quarterly rates for use in 
the State as specified in the first schedule 
of the Adhiniyam. ff the owner of the 
vehicle defaults in making payment of 
advance quarterly tax, he shall be liable to 
pay penalty at the rate of four per cenl per 
month on the unpaid amount of tax which 
shall not be more than twice the amount 
of tax. 

We examined (June 20 13) 
National Permit/ 
authorisation register, 
vehicle surrender register, 
NOC issuance regi ster and 
computer database in five 
offices 6 where such 
registers were maintained. 
We observed that vehicle 
tax amounting to ~ 40.75 
lakh in respect of 145 cases, 
out of 437 vehicles test 
checked, for the period 
between Apri I 2009 and 
March 2013 was neither 
paid by vehicle owners nor 

any action was taken by the Taxation Authorities (TA) to recover the unpaid 
tax. Besides, penalty of ~ 28.03 lakh though leviable, was not levied. This 
resulted in non realisation of Government revenue of ~ 68.78 lakh. The 
Department did not maintain Demand and Recovery Register which led to 
non-pursuance in recovery of outstanding dues. The Taxation Authorities also 
had not issued the demand notices as per Section (15)(1) oftheAdhi11iyam. 

The Depa11ment during exit conference stated (October 2013) that short 
recovery of tax was leviable only for remaining quarters of a particular 
financial year and not for entire permit period of five years as recovery is 
ensured before renewal of authorisation every year. lt was further stated that in 
cases where renewal was not sought despite continuation of permit the tax 
default might not arise due to non-plying of vehicle. 

The reply is not in confonnity with the provisions of MP Motoryan Karadhc111 
Adhiniyam l 99 I, which clearly provides payment of advance quarterly tax in 
respect of goods vehicles plying on National Permit. The Department justified 
its failure in recovery of tax due on the plea that the vehicle owners might not 
be plying their vehicle even though they had permit without providing any 
evidence in support of its repl y. As tax was recoverable against permits even if 
renewal of annual authorisation was not sought by the vehicle owners, the 
Department should have taken action to recover the tax due. 

6 RTO - G\\ alior. Inc.Ion.: . .labalpur. Morena and AR l'O - Gun a 
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4.7.10 Non levy of vehicle tax and penalty on goods carriages of 
other states plying on Bi-lateral agreement in Madhya 
Pradesh 

According to the provisions of the Adhiniyam 
1991, a tax shall be levied on every goods 
carriage of other states plyi ng in the state of 
Madhya Pradesh under bi lateral agreement at 
the rate of 85 per cent of the rate specified in 
the Adhiniyam. If the tax due has not been 
paid to the designated authority, the owner 
shall be liable to pay a penalty at the rate of 
four per cent per month on the unpaid amount 
of tax which shall not be more than twice the 
amount of tax. Further, according to section 8 
of the Adhi11iyam vehicle owner is required to 
submit a declaration form in support of their 
payment of tax. 

During examination of 
demand and collection 
register and information 
furnished by RTO 
Gwalior, we noticed 
that vehicle tax of 
~ 70 lakh was neither 
paid by the vehicle 
owners nor was 
recovered by TA in 
respect of 178 goods 
vehicles plying on 
bilateral agreements 
pertaining to four states7 

between October 2008 
and March 2013. 
Besides, penalty of 

~ 78.26 lakh was also leviable. Thi s resulted is non recovery of tax ~ 148 .26 
lakh including penalty . 

The Department during exit conference (October 20 13) agreed to the audit 
observation and assured to propose to the Government to develop a system to 
obtain a one time tax. 

14.7.11 Conclusion 

Lack of co-ordination between STA and the unit offices was noticed resul ting 
in non-payment of taxes relating to vehicles plying on Bi-lateral Agreements. 
Tnstances of non-maintenance of demand and recovery register led to non­
pursuance in recovery of outstanding taxes on vehicles plying on Bi-lateral 
Agreement were also noticed. The Department failed to verify the realisation 
of bank draft collected from vehi cle owners with treasury record. The 
Government did not follow the guidelines issued by Ministry of Road 
Transport and Highways (May 2010) regarding submi ssion of monthly 
consolidated report on number of National Permits issued, payment of 
consolidated fee to the Ministry by S1

h of succeeding month to facil itate the 
timely distribution of fund s. 

Dellu. l laryana. Ra.1asthan and Uttar Pradesh 
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4.8 Non realisation of tax and penalty on vehicles 

According to the Section 3( I) of Madhya 
Pradesh Molorya11 Karadhan Adhiniyam 
(Adhiniyam), 1991 , tax shall be levied on 
every vehicle used or kept for use in the 
State at the rates (Monthly/quarterly) 
specified in the first schedule to the 
Adhiniyam. lf the owner of the vehicle 
defaults in making payment of tax, he/she 
shall be liable to pay penalty at the rate of 
four per cent per month as per Section 13 
on the unpaid amount of tax which shall 
not be more than twice the amount of tax . 
Further, according to Section 22 of the 
Adhiniyam and Rules there under, the 
Taxation Authority (TA) is required to 
maintain a Demand and Col lection register 
to watch the recovery of tax. He is also 
required to review the register at periodi c 
intervals and issue demand notices to the 
defaulters. Further, the Transport 
Commissioner instructed to all RTOs/ 
DTOs vi de circular no. I 0/1 2 dated 
15.12.1992 that a RTO/DTO must inspect 
his office twice in a year. 

4.8. l We scrutinised 
(between March 20 12 
and February 20 13) the 
records 8 and found that 
tax amounting to 
~ 7.52 crore was not 
paid by the vehicle 
owners in respect of 
2,487 vehicles out of 
24,756 vehicles test 
checked, for the period 
between June 2005 and 
March 2012. There was 
nothing on record to 
show that the vehicles 
were declared off road or 
were transferred to any 
other district/State. No 
action was taken by the 
T As to recover the tax 
from the defaulting 
vehicle owners according 
to the prov1s1ons of 
Adhiniyam and the Rules 
made thereunder. 
Further, penalty of 
~ 5.31 crore though 

leviable was not levied. We also observed that demand and coll ection regi sters 
were not maintained/updated in nine offices9

. The inspection of a ll offices 
except Ujjain (2010-11) was conducted by the TAs, but the omission was not 
detected by them which indicated that the inspection was ineffective. This 
resulted in non-real isation of Government revenue of ~ 12.83 crore as 
mentioned in the tab le no. 4.6 : 

Demand and collcclion register. NOC issuance register. \·eh1cle surrender register. 
pem11t surrender register. as well as computeri sed database 
RTO - I loshangabad. Jabalpur. Morena. Re' ' a. U.uam. ARTO - Guna. DTO - Bhmd. 
Dcwas and Sehore 
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Table No. 4.6 

(~ in c rorc) 

Category or vehicles Period Tax not Penal() Total 

No. or vehicles in\'olved paid le,·iable 

Goods vehicles 4 06 to 2 43 I 76 4 19 

1. 144 3 12 

Public service vehicles keg! as reserve 2 06 to 2.48 1.43 3.91 

520 3/ 12 

Public service vehicles giving on regular stage carriage gcnmts 6105 to l 31 1.1 6 2 .47 

173 3/12 

Max1cab Taxicab 4 08 to 1.30 0 96 2.26 
650 

2,~87 

3112 

7.52 5.31 12.83 

After we pointed out the cases (between March 2012 and February 2013), 
seven TA 14 stated (between September 2012 and May 20 13) that an amount of 
~ 19.27 lakh had been recovered in 75 cases and demand notices had been 
issued to the defaul ters in 478 cases. 

4.8.2 We scrutini sed (between December 2011 and September 20 12) the 
records 15 in seven District/Regional Transport offices16 and found that vehicle 
tax in respect of 93 motor vehicles out of 988 vehicles test checked, was paid 
by the owners during the period between December 2006 and March 20 12 
after delays ranging from one to 30 months. However, penalty was neither 
paid by the owners along with tax, nor was it demanded by the TAs. Further, 
we observed that demand and collection registers were not maintained/ 
updated by the RTO-Rewa. The inspection of all offices was conducted by the 
T As, but the omission was not detected by them which indicated that the 
inspection was ineffective. This resulted in non-realisation of penalty of 
~ I 0.42 lakh. 

10 

II 

I ~ 

1·1 

15 

16 

Regional Transport Officer (RTO) - I loshangaba<l . .lahalpur. Morena. Rcwa. Shahdol 
and UjJam (2). Add1L10nal Regional lransport on ccr (AR rO) - Chhm<l\\.ara. Dhar. 
Guna. Katni, Khan<l\\ a. Khargonc. MandsPUI an<l Scorn an<l D1stncl rransporl 
Officer (DTO) - Bhmd, Dcwas. Panna. Raisen. Rarnarh. Schore. Sha1apur. Sheopur. 
Sh1vpu1i , S1<lh1. T1kamgarh. lJmana. and Vidisha 
RIO 1 loshangabad. .labalpur. Morena, Re\\ a, Shah<lol and UJJa m. 
ARTO - Chhmdwara, Dhar. Guna. Katn1. Khandwa, Khargonc. Mandsaur and Sco111 
and DTO - Bhm<l. Dcwas. Panna. Ra1sen. Rarnarh. Sehorc. ShaJapur. Shcopur. 
Shi\'pun. S1<lh1. Umana. an<l V1<l1sha 
RIO - I Ioshangabac.J. .labalpur. Morena. Re\\·a. Shah<lol and UJ.1am (2). 
ARIO - Guna. Katn1 . Khargonc and Mandsaur and OTO - Bhmd. De\\ as. Panna. 
Ra1sen. Rarnarh. ShaJapur. Shcopur and Shl\·pun 
RTO - Bhopal. I Ioshangaha<l. Jabalpur. Morena. Shahdol an<l U.1.1am (2). 
ARIO - Chhm<lwara. Dhar. Guna. Katni. Khandwa. Khargonc. Mandsaur and Seom 
and OTO - Bhmd. DC\\ as. Panna. Ra1sen. RaJgarh. Schorc. Sha.1apur. Slm·pun . 
Sidh1, Ttkamgarh and V1d1sha 
RTO - Morena. Re\\ a ARIO - Chhm<l\\ara. Guna. Khargonc. Dl 0 - Schore and 
V1d1sha 
Demand and collect10n register. NOC issuance register. as well computcnscd 
database 
RTO - Rewa, Shahdol. J\RTO-Chhatarpur. DTO-Narsmghpur. Ra1scn. Shcopur. and 
Shivpun 
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After we pointed out (between December 2011 and September 2012), the TA, 
Chhatarpur stated (March 2012) that an amount of ~ IS , 138 had been 
recovered in six cases and demand notices had been issued in three cases and 
three TAs 17 stated (between December 20 11 and Apri I 20 12) that demand 
notices were being issued/recovery would be intimated/action for recovery 
was 1 n progress. 

We reported the matter to the Government and the Department in June 20 l3 ; 
their replies have not been received (January 2014). 

4.9 Short realisation of tax and non-levy of penalty on motor 
vehicles 

According to section 3(1) of the Adhiniyam, 
tax shall be levied on every motor vehicle 
used or kept for use in the State at the rates 
specified in the First Schedule. In case of 
public/private service vehicle, tax will be 
calculated on the basis of the seating 
capacity of the vehicle and distance of the 
route allowed. If the tax due has not been 
paid within the prescribed period, penalty is 
also leviable at the rate specified under 
section 13 of the Adhiniyam ibid . 

We scrutinised (between 
March 2012 and February 
2013) the records 18 in 
22 District/Re~ional 
Transport offices 1 and 
found that tax in respect 
of 33 l motor vehicles out 
of 3,842 vehicles test 
checked, for the period 
between Jul y 2007 and 
March 20 12 was paid 
short by the vehicle 
owners due to application 
of incorrect rate of tax. 

Further, we observed that demand and collection regi sters were not 
maintained/updated by seven TAs 20

. The inspection of all offices except 
Ujjain (2010-11) was conducted by the TAs, but the omission was not 
detected by them which indicated that the inspection was ineffective. This 
resulted in short realisation of tax of ~ 37.37 lakh. Besides, penalty of 
~ 29.90 lakh leviable on the unpaid amount of tax was also not levied. 

After we pointed out the cases (between March 20 12 and February 20 13), 
three TAs21 stated (between September and May 20 13) that an amount of 
~ 95, 106 had been recovered in 29 cases and demand notices have been 
issued in 1 S cases whereas nine TAs22 stated (between March and August 
2012) that action for recovery would be intimated/effort for recovery was in 
progress. 

We reported the matter to the Government and the Depa11ment in June 20 13; 
their replies have not been received (January 2014) . 

I " 

IX 

l•J 

:o 
:1 

DTO-Narsmghpur. Ra1sen and Shcopur 
Demand and collcet1on register. NOC issuance register. pcm11l surrender regi ster. 
Yeh1clc surrender register. as \\ell as compulcnsed database 
RT0-1 loshangabad . .labalpur. Rcwa. Shahdol and Uuam. ARTO - Dhar. Kaln1. 
Khargonc. Mandsaur. Scorn , DTO-Dewas. Panna. Ra1scn. Rajgarh, Sehorc, Shajapur. 
Sheopur. Shi\ pun . S1dh1. T1kamgarh. Umana and V1d1sha 
RT0-1 loshangabad . Jabalpur. Re\\ a. and UjJam. DTO-Dcwas. Sehore, Tikamgarh. 
ARTO- Khargonc. DTO- Schore and Vu.11sha. 
RTO-Rcwa. Shahdol. ARTO-Katn1. Scorn. DTO-Panna, Ra1scn. Shappur, Shcopur 
and S1dh1 
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4.10 Non realisation of tax and penalty on Earthmover/Harvester 

According to notification dated 
28 December 2007, rates of motor vehicles 
i.e. Crane, Loader, Earthmover, Harvester 
etc., tax were amended according to their 
unladen weight i.e. up to 7000 kg - < 3700 
per quarter and thereafter for each 1000 kg 
or part thereof< 500 per quarter. If the tax 
due has not been paid within the prescribed 
period, penalty is also leviable at the rate 
specified under section 13 of the 
Adhiniyam ibid. 

We scrutinised (between 
March 2012 and February 
2013) the records 23 in 
19 District/Regional 
Transport offices 24 and 
found that tax in respect of 
370 vehicles (harvester, 
earthmover, crane etc. ,) out 
of 2,455 vehicles test 
checked, for the period 
between April 2009 and 
March 2012 was not paid 
by the vehicle owners. 
Inspection of all the offices 

was conducted by the T As, but the omission was not detected by them which 
indicated that the inspection was ineffective. This resulted non-realisation of 
tax of< 77.69 lakh. Besides, penalty of< 47.48 lakh leviable on the unpaid 
amount of tax was also not levied. Further, we observed that demand and 
collection registers were not maintained/ updated by seven offices25

. 

After we pointed out the cases (between May 2012 and February 20 13), six 
I As 26 stated (between September and May 20 13) that an amount of 
< 2.63 lakh had been recovered in six cases and demand notices have been 
issued in 109 cases to the defaulters whereas six TAs27 stated (between June 
and November 2012) that recovery would be intimated to audit/effort was in 
progress to recover the amount. 

We reported the matter to the Government and the Department in June 2013; 
their replies have not been received (January 2014). 

13 

15 

16 

'.!7 

Demand and collection register, NOC issuance register. as well as computerised 
database 
RTO - Hoshangabad, Jabalpur, Morena, Rewa, Shahdol and Ujjain, 
ARIO - Chhindwara, Dhar, Katni, Khandwa, Khargone, Mandsaur and Seoni , 
DTO - Bhind, Rajgarh, Sehore, Shivpuri, Sidhi and Yidisha 
RTO-Hoshangabad, Jabalpur, Morena, Rewa, Ujj ain, DTO - Bhind and Sehore 
RTO - Morena, Rewa, ARTO - Chhindwara, Khargone, DTO - Sehore and Yidisha 
RTO - Jabalpur, Shahdol, ARTO - Katni , Seoni, DTO - Bhind and Sidhi 
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4.11 Non/short realisation of trade fee 

According to Rule 34 of the Central Motor 
Vehicles (CMV) Rules, 1989, an 
application for grant or renewal of a trade 
certificate shall be made by the dealer in 
fom1 16 and shall be accompanied by the 
appropriate fee (for motorcycle ~ 50 and 
for others ~ 200 per vehicle) as specified in 
Rule 81 ibid. The fee is chargeable for each 
vehicle sold by the dealer. Further, the 
Transport Commissioner issued an order 
dated: 27.01.2012 to recover trade fee as 
per rule. 

Chapter - /1 ·: Taxes on I "e /ucles 

We scrutinised (between 
March 2012 and January 
2013) the trade fee register 
and returns submitted by 
the dealer (wherever 
available) and from 
information furnished by 
the T As in 17 District/ 
Regional Transport 
Offices 28 that 5, 12,491 
vehicles were registered 
under different categories 
between Apri I 2008 and 
March 2012. However, the 
dealers had not deposited 

the requisite trade fee or deposited less trade fee than that prescribed. The TAs 
also did not ascertain the actual number of vehicles sold against which trade 
certificates were issued and r::!covered the correct amount on account of trade 
fee. This resulted in non/short realisation of revenue of~ 3.95 crore. 

After we pointed out the cases (between March 20 I 2 and January 2013 ), the 
TA, Seoni stated (June 2012) that trade tax is collected from the dealers under 
section 4 of Adhiniyam as per rates specified in the Third Schedule. The reply 
does not address the issue of non-recovery of trade fee prescribed under the 
CMV Rules, 1989 whereas 11 TAs29 stated (between May 2012 and January 
2013) that action would be taken after getting instruction from headquarters. 
We do not agree as the Transport Commissioner had issued an order that the 
trade fee would be recovered according to CMV Rules, 1989. 

We reported the matter to the Government and the Department in June 2013 ; 
their replies have not been received (January 2014). 

:!9 

RTO - I loshang.ahad. Jabalpur. Morena. Shahdol and UJJ3tn(2). AR1 0 -Chhmdwara. 
Guna. Katn1. Khargonc. Mandsaur and Scorn. DI 0 - Raiscn. Rarnarh. Schorc. S1dh1. 
T1ka 111garh an<l V1d1sha 
RTO - I loshangabad . .labalpur. Uuam. /\RTO - Chhrnd\\'ara. Ciuna. Katn1. Khargonc 
OTO - Ra_1garh. Schon!. S1dh1 and V1d1sha 
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4.12 Short realisation of composition fees from goods vehicles 
carrying excess load 

According to section 194 of the MV Act, 
1988 the composition fees for carrying 
excess load by goods vehicles shall be a 
minimum of ~ 2,000 and an additional 
amount of ~ 1,000 for first tonne and 
thereafter ~ 500 for per tonne or part 
thereof for excess load. 

We scrutinised (between 
November 2012 and March 
2013) the offence register 
with MPTC-6 30 in seven 
border check posts:i 1 for the 
period between April 2007 
and March 2012 and found 
that 2014 goods vehicles 
had carried excess I oad 
from one to 5 I tonne 

beyond the registered laden weight (RLW). The Officer-In-Charge (OfC) only 
levied and recovered composition fee of ~ 29.68 lakh as against the 
recoverable fee of ~ 69.96 lakh from vehicle owners . This resulted short­
realisation of composition fee of~ 40.28 lakh. 

After we rointed out the cases (between November 2012 and March 2013), 
five OTC 3 stated (between November 2012 and March 2013) that recovery 
would be made according to MY Act in future. Whereas OIC Malthon stated 
(March 2013) that provision of punishment lies in section 194(1) of the MV 
Act, 1988 which was beyond its jurisdiction and vests with the Honorable 
Court. OIC Badwani stated (March 20 13) that composition fee has been 
recovered as per rule. Both replies are not acceptable as MY Act, 1988 
prescribes the rates at which composition fee is to be levied by the TAs. 

We reported the matter to the Government and the Department in June 2013; 
their rep Ii es have not been received (January 2014 ). 

4.13 Non realisation of tax and penalty on public service vehicles 
plyin2 on all India tourist permits 

All India tourist permit is granted by the State 
Transport Authority (STA) under section 
88(9) of the Motor Vehicles Act, 1988. Tax is 
payable at the rate prescribed in the First 
Schedule of the Adhi11iyam. If the tax due has 
not been paid within the prescribed period, 
penalty is also leviable at the rate of four per 
cent as specified in the Adhiniyam. 

We scrutinised (between 
March and December 
2012) the records 33 in 
RTO, Jabalpur and 
OTO, Dewas and found 
that six operators did not 
pay vehicle tax in 
respect of nine public 

~ service vehicles out of 
27 vehicles test checked, 

plying on all India touri st pennits for the period between July 2008 and March 
20 12. These vehicles were not decl ared off road and the said pennits were al so 
l() 

ll 
Madh\ a Pradesh I rcasury CoJc - 6 
Ka 1111aha. Ma,1 hg\\ a (Satna). Malthon (Sagar). Morena. Pahanban<l ha. Sanpl)- Nagar 
(Chhatarpur) and Scn<lh\\ a (Bad\\am) 
Kaimaha (Chhatarpur). Ma1h1rna (Satna) Morena. Pahanbandha and SanFI) Nagar 
( Chhatarpur) 
Dcman<l and eollccl10n register. NOC issuance n.:g1stcr. Yclrn:lc surrender register. 
pen111 l surrender. as \\ell computerised database 
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not surrendered by the vehicle owners. The inspection of these offices was 
conducted by the TAs, but the omission was not detected by them which 
indicated that the inspection was ineffective. This resulted in non-realisation 
of tax of~ 17.37 lakh Besides, penalty of~ 8.47 lakh was also leviable. 

After we pointed out the cases (between March and December 20 12), the TA, 
Jabalpur stated (December 20 12) that an amount of~ 75,200 (on ly tax penalty 
due) had been deposi ted in two cases at the instance of audi t. 

We reported the matter to the Government and the Department in June 20 13; 
their replies have not been received (January 20 14). 

4.14 Short realisation due to wrong assessment of seating capacity 
of sleeper/deluxe vehicles 

According the Section 3( I) of the 
Adhiniyam, tax shall be levied on every 
motor vehicle used or kept for use in the 
State at the rates speci fi ed in the First 
Schedule. if the tax due has not been 
paid within the prescribed period, 
penalty is also leviable at the rate of 
four per cent specifi ed under Section 13 
of the Adhiniyam ibid. 

We scrutinised (December 
2012) the registration records 
in RTO, Jabalpur and found 
that the seating capacity of 
three deluxe/sleeper vehicles 
(RTO Jabal pur, ARTO, Seoni 
and OTO, Narsinghpu r) were 
registered as 35 and 36 
excluding dri ver. C ross 
checking with records 
(Pa11ch11ama) of inspection 

wing, the same vehicles seating capacity was found between 43 and 50. 
Irregular registrati on of seati ng capacity of these vehicles resulted in short 
realisation of revenue of~ 11 52 lakh. Besides, penalty of~ 12 73 lakh was 
also leviable. 

After we pointed out the cases, the TA, Jabalpur stated (December 2012) that 
recovery would be made and intimated w hereas reply is still awaited from 
other T As (January 20 14 ). 

We reported the matter to the Government and the Department in June 20 13; 
their replies have not been received (January 20 14). 
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LAND REVENUE 





[ EXECUTIVE SUMMARY 

What we 
highlighted m 
Chapter 

Trend of receipts 

have 
this 

Status of compliance 
to outstanding 
Inspection Reports 
(2007-08 to 2011-12) 

Jn this C hapter, we present illustrative cases of 
~ 35.55 crore selected from observations noticed du ring 
our test check of records relating to non/short realisation 
of premium and ground rent, non remittance of land 
revenue and upkar in government account, non levy of 
service charges, etc. in the office of the Tahsildars and 
Collectors, where we found that the provisions of the 
Acts/Rules were not observed. 

It is a matter of concern that though simi lar omissions 
have been pointed out by us repeatedly in the Audit 
Reports for the past several years, the Department has 
not taken corrective action . 

ln 20 12- 13, the collection of taxes from Land revenue 
increased by 58.96 per cen/ over the previous year. The 
Department did not furnish reason for variation. 

During the period from 2007-08 to 2011-12, through our 
Inspection Reports we had pointed out underassessment 
of premium, ground rent and diversion rent, non renewal 
of lease of nazul land, non levy of process expenses, non 
registeri ng of revenue recovery certificate etc. with 
revenue implication of ~ 2, 177.38 crore in 6,00,6 16 
cases. Of these, the Department/Government had 
accepted audit observations in 5,23,534 cases involving 
~ 1,314.57 crore and had since recovered~ 173. 11 crore 
in 7,722 cases. The recovery position as compared to 
acceptance of objections was very low, rangi ng from 
1.69 per cenl to 37. 10 per cent. 

Status of compliance In 2012-13 we test checked the records of 55 units 
to Inspection Repor·ts relating to land revenue and found underassessment of 
2012-13 premium, ground rent, diversion rent and other 

Our conclusion 

irregularities involving~ 70.76 crore in 12,48 1 cases. 

The Department accepted underassessment and other 
deficiencies of~ 23 .35 crore in 12, 103 cases, which 
were pointed out by us during the year 20 12-13 . 

The Department needs to initiate immediate action to 
recover the amount on account of under assessment of 
premium and ground rent, under assessment of diversion 
rent and upkar, non recovery of process expenses etc. 
pointed out by us, more so in those cases where it has 
accepted our contention. 

~~~~~~~~~~~~~~ ~~~~~~~~~~~~~~~ 





CHAPTER- V 
LAND REVENUE 

ls.1 Tax administration 

The Revenue Department is headed by the Principal Secretary at the 
Government level. The Principal Revenue Commissioner (PRC) is the Head of 
the Department and is assisted by the Commissioner, Settlement and Land 
Records (CSLR). Commissioners of Divisions exercise administrative and 
fiscal control over the districts included in the Division. Ln each district, the 
Collector administers the activities of the Department. It is entrusted upon the 
Collector of a district to ~lace one or more Assistant Collector(s) or Joint 
Collector(s) or Deputy Collector(s) in charge of a sub-division of a district. 
The officers sc placed in charge of a sub-division are called Sub Divisional 
Officers. They have to exercise such powers of the Collector as are directed by 
the State Government by notification. Superintendents/Assistant 
Superintendents, Land Records (SLR/ ASLR) are posted in the Collectorate for 
maintenance of revenue records and settlement. Tahsildars/Additional 
Tahsildars are deployed in the tahsils as representatives of the Revenue 
Department. There are 10 revenue divisions, each headed by a Commissioner, 
50 districts, each headed Jy a Collector and 341 tahsils in the State. 

Receipts from Land Revenu~ are regulated under the provisions of the 
following Acts and Rul~s and notifications issued thereunder: 

• Madhya Pradesh Land Revenue Code (MP!:.,RC), 1959; 

• Madhya Pradesh Pa11chaya1 Raj Adhi11iyam (MPPRA), 1993; 

• Madhya Pradesh Upkar Adhiniyam, 1 S82; 

• Madhya Pradesh Lokdhan (Shodhya Rashiyon Ki Vasu/i) Adhiniyam 
(MPLA), 1987 and 

• Revenue Book Circular (RBC). 

ls.2 Trend of receipts 

According to para A-15 read with para 6.6.1 
of Madhya Pradesh Budget Manual , 2012 the 
estimates of revenue receipts should 
include/project the actual demand including 
arrear<; due for the past years and probability 
of their realisation during the year. According 
to Rule 192 of Madhya Pradesh Financial 
Code, the Finance Department is required to 
prepare the estimates of revenue after 
obtaining necessary information/data from the 
respective Departm en ti Government. 

Actual receipts from 
Land Revenue during 
the period 2008-09 to 
2012-13 along with the 
total tax receipts during 
the same period is 
exhibited in the table 
no.5.1: 
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Table No. 5.1 

(t' in crore) 

Year Revised Actunl Variation Percentage Total tnx Percenta~c of actual 

budged receipts excess(+)/ of receipts of tax receipts vis-11-vL' 

estimates shortfall (-) variation the State total tux receipts 

2008-09 1560 1 338 84 (") 182 83 (-) 11719 13.6 13 50 (") 2 <19 

2009-1 0 16 1.81 180.03 (+) 1822 (-) 11.26 17.272 77 ( t ) l 04 

2010- 11 182.46 360 8 1 ("'") 178.35 ( . ) 97.75 2 1.419.38 ( ) 1 68 

2011-12 475.00 279.06 (-) 195.94 (-)<I I 25 26.973 <14 ( +) I 03 

20 12- 13 550 00 443 59 (-) 106.41 (-) 19 35 30.581 70 ( " ) I <IS 

(Source: Budger esr1111a1es and Finance .·lcco11111s of 1he Goven1111e11r of.\ladhya Pradesh) 

It may be seen that in 2012-13, the collection from land revenue increased by 
~ 164.53 crore (58.96 p er cent) over the previous year. The variation between 
revised budget estimates and actuals ranged between (-) 41.25 per cent and 
11 7.19 per cent during the years 2008-09 to 2012-13 . The Department did not 
furnish reason for vari ation. 

js.3 Internal audit and inspection 

Internal Audit is an important mechanism to ensure that the departmental 
operations are carried out in accordance with the applicable laws, regulations 
and approved procedures in an economical, efficient and effective manner, 
subordinate offices are maintaining various records, registers/account books 
properly and accurately, and adequate safeguards are being taken against 
non/short collection or evasion of revenue. 

We observed that no internal audit wing existed in the Department. In the 
absence of this, internaJ audit of all the units were pending. 

Internal Audit wing may be formed to ensure regular internal audit for 
eliminating the weakness and defective practices in the system and 
resultant leakage of revenue. 

js.4 Arrears of land revenue 

The Department reported (July 20 13) that office of the Principal Revenue 
Commissioner1

, Madhya Pradesh, Bhopal is newly created (20 10-1 1). Thus 
the information of arrears of Land revenue is not available with the 
Department. The infomiation is being collected from the districts. 

js.s Impact of audit 

ls.s.t Status of compliance to Audit Reports (2007-08 to 2011-12) 

In the Audi t Reports 2007-08 to 20 11 -12, we had pointed out cases of 
underassessment of premium and ground rent, non remittances of land revenue 
and upkar1 in Government accounts, non levy of service charges, non recovery 
of process expenses, underassessment of diversion rent and premium etc. with 

I lead or the Department or Tahsil offices 
Pa11cha\'ll( ccss \\ h1ch IS 50 per l'l! l ll or l::m<l re\·cnuc 
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Year of 
Audit 
Report 

2007-08 

2008-09 

2009-1 0 

20 10- 11 

W ll-1 2 

Total 

Chapter-1 ".· land Re1•e1111e 

revenue impli cation of ~ 342.72 crore. While the Department accepted 
observations of~ 258.7 l crore it recovered a sum of only~ 143 . 14 crore up to 
3 I March 20 13, as shown in the table no. 5.2 : 

Table No. 5.2 

(f in c rore) 

No. of Money No. of J\lfoney Value of No. of paragraphs Amount 
paragraphs Value accepted accepted against which recovered up 

paragraphs paragraphs recovery made to 31-03-13 

5 4.75 3 3. 18 3 2 29 

7 5.22 7 3.52 6 0.86 

l 314.60 1 239.84 1 139.87 

6 3.90 2 1.95 I 0.12 

7 14.25 2 10.22 - -
26 342.72 15 258.71 11 l-B.14 

The percentage of recovery as compared to the accepted cases has been low 
during the last five year except in the year 2007-08 and 2009-10. 

We recommend that the Government should take appropriate steps to 
recover the amounts involved, at least in the accepted cases. 

5.5.2 Status of compliance to Inspection Reports (2007-08 to 
2011-12) 

During the period 2007-08 to 2011- 12, through our Inspection Reports we had 
pointed out underassessment of premium, ground rent and diversion rent, non 
renewal of lease of nazu/3 land, non levy of process expenses, non registering 
of revenue recovery certificate etc. with revenue implication of~ 2, 177.38 
crore in 6,00,6 16 cases. Of these, the Department/Government had accepted 
audit observations in 5,23,534 cases invol ving ~ 1,3 14. 57 crore and had since 
recovered~ 173. 11 crore in 7,722 cases (as on 3 1 March 20 13). The detail s 
are shown in the table m>. 5.3 : 

Table No. 5.3 

(fin crorc) 

Year of 'o. of Objected Accepted Reco, ·ered Percentage 
lnspection units of recovery 

Report audited No. of Amount No. of Amount No. of Amount to amoUJlt 
cases cases cases accepted 

2007-08 110 2,37,557 110.8 1 2.37,557 110.81 7,02 1 11.69 10.55 

2008-09 12 1 33.807 274.22 33,807 274.22 327 5.37 1.96 

2009-10 94 1.36,783 628.68 72.803 378.94 21 140.60 37. 10 

20 10-11 45 1,72,568 870.47 1,60,04-1 272.58 130 10.76 3.95 

20 11- 12 66 19,90 1 293.20 19,323 278.02 223 4.69 1.69 

Total 6,00,616 2,177.38 5,23,534 1,314.57 7,722 173.11 

The percentage of recovery as com pared to the accepted cases has been very 
low over the last fi ve years. We brought thi s issue to the noti ce of the Head of 
the Department as well as the Finance Secretary of the Government 
(August 20 13). 

Government land s1tuatc<l \nlhm urban areas 
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ls.5.3 Status of Inspection Reports 2012-13 

Test check of the records of 55 units relating to land revenue during the year 
2012-13 indicated underassessment of revenue and other irregularities 
involving ~ 70.76 crore in 12,481 cases which fall under the foll owi ng 
categories in the table no. 5.4: 

Table No. 5.4 

~in crore) 

SI. Categories No. of A mount 
No. Cases 

I. Underassessmenl of premium and ground rent 2 0 .02 

2. Non-rcgistral1on of revenue recovery ccrtif1cales 135 2 36 

3. Underassessmenl o f diversion rent/prcnuum 5,381 I 37 

4. Non-rene\\ al of lease of 11az11/ land 57 0 47 

5. Non-raising of demand of d1vers1on renl/premium and penalty 4. 187 0.56 

6 Non-levy/rcahsaho n of process expense 253 0.96 

7 Other obscn•ahons 2,466 65 02 

Tota l 12,-'81 70.76 

During the course of the year, the Department accepted underassessment and 
other deficiencies of~ 23 .35 crore in 12, 103 cases, which were pointed out in 
audit during the year 20 12- 13. 

A few illustrative audit observations involving ~ 35.55 crore highlighting 
important audit findings are mentioned in the following paragraphs. 

ls.6 Audit observations 

We scrutinised the records relating to assessment and collection of Land 
Revenue which revealed short levy of premium and ground rent and other 
irregul arities as mentioned in the succeeding paragraph in this chapter. These 
cases are illustrative and are based on a test check carried out by us. Such 
omissions on the part of the assessing authorities have been pointed out in 
earlier Audit Reports. Reference to paragraphs included in thi s Report and 
having simi lar observations raised earli er is given in Annexure-1, but not only 
do these irregulariti es continue to persi st, these remain undetected till audit is 
conducted. There is need for the Government to improve the internal control 
system so that such omissions can be avoided. 
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5.7 Non-remittance of service charge in Government account 

In order to grant incentives to the officers and 
staff engaged in land acquisition work and 
re-imburse the expenditure incurred in this 
regard, the Government decided in July 199 1 to 
collect service charges at the rate of I 0 per cel1/ 
of the amount of award from the departments/ 
organisations on whose behalf land acquisition 
was to be done. Before starting the proceedings 
for land acquisition, 10 per ce111 of the estimated 
amount of award was to be got deposited from 
the concerned departments/organisations. After 
the final award, balance of service charges 
(calculated on the difference of final award and 
estimated award) was also to be recovered. The 
amount so recovered was to be remitted to 
Government account under the major head 0029-
Land Revenue. Further, Rule 7(i) of Madhya 
Pradesh Treasury Code (MPTC) Volume-I also 
provides that money collected on behalf of 
Government should be rem itted in Government 
account without undue delay. Further, para 34 of 
Revenue Book Circular II-1 provides that the 
Commissioner of the Division should inspect 
revenue courts of each Collectorate and Tahsi l in 
two and three year respecti vely while the 
Collector should inspect each Tahsil of hi s 
di strict every year. 

We observed 
(December 2012) 
during test check 
of the records 
relating to land 
acquisition 111 

Collectorate, Dhar 
that in 86 cases, 
the land award of 
an aggregate 
amount of~ 79.33 
crore had been 
fina li sed and 
service charges of 
~ 7.93 crore 
recovered between 
December 20 I 0 
and October 2012. 
According to the 
rule, the service 
charges were 
required to be 
remitted into 

Government 
account 4 without 
any delay . We, 
however, noticed 
that the same had 
been kept in 
personal deposit 

account (PDA) of the Land Acquisition Officer instead of remitting it into the 
Government account til l the date of audit (December 20 12). Thus, the 
exchequer was depri ved of revenue of ~ 7.93 crore due to non-remittance of 
service charges. The inspection of thi s office was also not conducted by the 
Commissioner of the Div ision as well as Collector of the di strict. 

After we pointed out the cases, Land Acquisition Officer, Dhar stated 
(December 20 12) that the service charges could not be remitted into 
Government account because the amount collected and kept in the PDA was 
seized by the District Court, Dhar. We do not agree as after collection, it 
should have been deposited immediately into the Government account. 
Besides, the PDA did not remain seized from I January to 14 March and 
2 1 Jul y to 5 November 20 12 and the service charges could have been remitted 
to Government account during thi s peri od. 

We reported the matter to the Department and the Government in June 20 13; 
their replies have not been received (January 20 14) 

Under lhe major head .. 0029 .. -Land Rc\cnuc 
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ls.8 Non-levy/realisation of interest 

Article 29.2 of the Development agreement 
ex~cuted (April 2008) between Government 
of Madhya Pradesh (GOMP), Madhya 
Pradesh Housing Board (MPHB) as Nodal 
agency and Mis Deepmala Infrastructure 
Private Limited (DIPL) provides that any 
sum which becomes payable under any of the 
provisions of this agreement by one party to 
the other party shall, if the same be not paid 
within the time allowed for payment thereof, 
be deemed to be a debt owned by the party 
responsible for payment ther('of to the party 
entitled to receive the same. Such sum shall 
until payment there0f, carry interest at 15 per 
cent per annum from the due date for 
payment thereof until the same is paid to or 
otherwise realised by the party entitled to the 
same. Further, Rule 7 (i) of Madhya Pradesh 
Treasury Code (MPTC) Volume-I provides 
that money collected on behalf of 
Government should be remitted 111 

Government account without undue delay. 

We observed froiTl the 
records (Development 
Agreement, allotment 
file and recovery 
related documents) of 
Rajdhani Pariyoja11a 
(Na=uf) Bhopal 
(March 2013) that 
Nazu/ land measuring 
15 acre was allotted in 
April 2008 to DIPL 
for ~ 338 crore. The 
consideration was 
payable by DIPL in 
three install men ts and 
was to be revised 
according to actual 
measurement of land 
handed over to the 
allottee. Two 
installments of 
~ 10 l .40 crore each 
were paid by DJPL 
between April and 
/~ugust 2008 and the 

last installment of the premium was due in April 2009. As the possession of 
14.88 acre against 15 acre was handed over to the company (November 2008), 
the premium was revised as ~ 335.30 crore. We noticed that the last 
installment of~ 132.50 crore was paid by the ll:!ssee in July 20 10 after a lapse 
of 469 days after the due date. As such, interest of~ 25.54 crore was also 
payable for the delayed period. We, howev(;r, noticed that neither the 
Department demanded any iP-terest nor was it paid by the lessee which resulted 
in non-realisation of interest of~ 25.54 crore5

. 

We also observed that the third installment of~ 132.50 crore mentioned above 
paid on 3 J July 2010 to MPHB on behalf of the Government was remitted into 
the treasury on I 8 August 20 I 0 by MPHB after I apse of 16 days of its receipt, 
due to which the Government was deprived of interest of~ 87.12 lakh6

. This 
was also not demanded from MPHB. Thus, non-levy of interest on belated 
payment of Government dues and delay in remittance thereof resulted in non­
real i sati on of interest of~ 26.41 crore. 

6 

The amount deposited for delay of' 469 da\ s ( 17 04 09 lo 30 07 I 0) - I .32.49,60.000 
I .32A9,60.000 x 15 per ce/11 (Annual 111tercsl) = 19,87.44.000 
Interest of one day = I 9,87.44JJ00/365 days= 5.44.504 I 0 
Total mtcrcst = 5.44504 I 0" 469 days= 2553.72.427 or ~ 25 54 crore 
The amount rem1ltcd for delay of 16 davs (02 08 I 0 to 17 08 I 0) - I :n ..J 9 .60.000 
1.32.49.60.000 x 15 per cent (Annual mtcrcst) = 19.87 A..J.000 
Interest or one day = 19.87.44,000/365 days= 5.44.504 I 0 
Total mtcrest = 5.44.504 I 0 x 16 davs = 87 .12.06..J or~ 87 12 lak.h 
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After we pointed out the case, the Nazul Tehsildar stated (March 2013) that 
action would be taken as per rule after scrutiny of relevant documents in the 
interest of Government. Further progress has not been received 
(January 20 14). 

We reported the matter to the Department and the Government in June 2013 ; 
their replies have not been received (January 2014). 

5.9 Non-remittance of land revenue and upkar in Government 
Account 

As per Rule 7 (i) of Madhya Pradesh 
Treasury Code (volume I) read with 
Government notification issued in 
November 200 I , land revenue and 
upkar collected by Tahsil offices 
should be remitted into the treasury 
in Government account under the 
major head 0029-Land Revenue. 

We observed between June and 
December 2012 during test check 
of statement of demand and 
collection and challans of seven 
Tahsil offices 7 that land revenue 
and upkar of ~ 85.28 lakh 
collected between October 20 11 
and September 2012 by Tahsil 
offices was deposited in 
Panchayat Fund rather than in the 
treasury under Major head '0029'­

Land revenue. Thus, the State exchequer was deprived of revenue of~ 85 .28 
lakh. The discrepancy was not pointed out by the Department, though the 
inspection of Tahsil , Kotma was conducted by the Commissioner of Shahdol 
Division in March and September 20 12 which is indicative of ineffective 
inspection . 

After we pointed this out between September and December 2012, four 
Tahsildars8 stated (between September and December 2012) that land revenue 
and upkar would be deposi ted in Major Head '0029'-Land revenue. Tahsildar, 
Ashtha (Sehore) stated in September 2012 that on being pointed out by audit, a 
letter has been issued to Chief Executive Officer, Ji/a Panchayat Sehore to get 
the amount deposited in Government account. Tahsildar Dewas and Tahsildar 
Parsa (Morena) stated in June and November 2012 respectively that action 
would be taken to get the amount refunded from Ji/a Panchayat at the earliest. 
Further progress has not been received (January 2014). 

We reported the matter to the Department and the Government in June 2013; 
their replies have not been received (January 2014). 

ls.10 Underassessment of Nazul Premium and Ground Rent 

Clause I of the Market Value Guidelines 
20 10-11 for plots provides that corner plots 
shall be valued by adding l 0 per cent to the 
normal value prescribed therein . 

We observed from the 
records (Revenue case 
register and nazul cases) 
of Sub-Divisional Officer 
(City circle) Bhopal 

plot measuring 2024.16 square meter was 
(March 20 13) that a 11azul 

allotted by the Government on 

Ashtha (Schorc). Oc\rns. Ja1than (Anuppur), Kotma (Anuppur). Manjholi (S1dh1), 
Porsa (Morena) and Sch a mil (S1dh1 ) 
Ja1lhan (Anuppur). Kotma (Anuppur). Man.1holi (S1dh1) and Scl1\\al (Stdhi ). 
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permanent lease (October 2010) to Madhya Pradesh Road Development 
Corporation (MPRDC). The recitals of the sanction for allotment of nazul plot 
revealed that premium was to be worked out in accordance with the provisions 
and at rates prescribed in the market value guidelines for the year 2010-11. 
Accordingly, premium of~ 3.67 crore and ground rent of~ 27.55 lakh per 
year was chargeable. We, however, noticed that the Department charged 
premium of~ 3.34 crore and ground rent of~ 25.05 lakh per year ignoring the 
fact that being a comer plot, it was to be valued by adding 10 per cent to the 
normal value. Thus, the underassessment of premium resulted in short 
levy/realisation of premium of~ 33.40 lakh and ground rent of~ 2.50 lakh per 
year totaling~ 35.90 lakh9

. 

After we pointed this out (March 2013), Sub Divisional Officer (Nazul) stated 
(March 2013) that necessary action would be taken. Further progress in the 
matter has not been received (January 2014). 

We reported the matter to the Department and the Government in June 2013; 
their replies have not been received (January 2014). 

9 
The Guideline Commercial rates for the year 2010-11 are ~ 16,500 per Square Meter. 
2024.16 x 16,500 =3,33,98,640 x 10 Percent extra for corner Nazul land= 
~ 3,67,38,504 
Loss Premium= 3,67,38,504 - 3,33,98,640= ~ 33,39,864 
Leviable ground rent@ 7.5% = 3,67,38,504 x 7.5%=27,55,388 per year 
Loss ground rent= 27,55,388 -25,04,898= 2,50,490 per year 
Total Loss= 33,39,864 + 2,50,490 = ~ 35,90,354 
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CHAPTER-VI 

STAMPS AND 
REGISTRATION FEES 





What we have 
highlighted in this 
Chapter 

Trend of receipts 

EXECUTIVE SUMMARY 

In thi s Chapter. we present a Paragraph on '·Levy of 
Stamp duty on development agreements and mortgage 
deeds of developing land" and other illustrative cases 
invo lving revenue impact of~ I 73.05crore se lected from 
observations noticed during our test check of records 
relating tonon/short reali sation of revenue, incorrect 
exemption etc. of Stamp duty and Registration fees in the 
offi ce of the Sub Registrars (SRs) where we found that the 
provisions of the Acts/Rules were not observed. 

It is a matter of concern that though similar omissions 
have been pointed out by us repeatedly in the prev ious 
Audit Reports.The Department has not taken corrective 
action. 

In 201 2-1 3, the co llection from Stamps and Registration 
fees increased by 20.09 per cent over the previous year 
due to registration of more documents and increase in the 
market value of immovable properti es as reported by the 
Department. 

Status of During the period 2007-08 to 20 11-1 2. through our 
to Inspection Reports we had pointed out non/short levy, 

non/short rea li sation. underassessment of Stamp duty and 
Registration fees due to incorrect determination of market 
va lue of properties, misc lassification of documents, 
irregular exemption, inordinate delay in fi nalisation of 

compliance 
outstanding 
Inspection Reports 
(2007-08 to 
2011-12) 

cases referred by SRs. etc. with revenue implication of 
~ 2 12.9 1 crore in 22.998 cases. Of these, the 
Department/Government had accepted audit observations 
in 16.738 cases invo lving ~ 82.59 crore and had since 
recovered ~ 13 crore in 1.68 1 cases. 

Status of In 201 2-1 3, we test checked the records of I 0 I units 
compliance to re lating to Stamps and Registration fees and fo und non 
Inspection Reports rea lisation of revenue due to inordinate delay in 
2012-13 finalisation of cases, short-rea li sation of stamp duty and 

Our conclusion 

registration fees, incorrect exemption and other 
observationinvolving ~ I 88.74crore in 2,299 cases. 

The Department accepted underassessment and other 
defici encies of ~ 154.99 crore in 1,578 cases. which were 
po inted out by us during the year 201 2-1 3. An amount of 
~ 3.5 1 lakh had been recovered in 12 cases pointed out in 
audit during 20 12-1 3. 
The Department needs to improve the internal control 
system including strengthening of internal audit so that 
weaknesses in the system are add ressed and omissions of 
the nature detected by us are avoided in fu ture. 
It also needs to in itiate immediate action to recover the 
amount on account of non/short levy of Stamp duty and 
Registration fees poin ted out by us. 





CHAPTER-VI 
STAMPS AND REGISTRATION FEES 

j6.1 Tax administration 

tamps and Registrat ion Department is under the Commercial Tax 
Department headed by the Principal Secretary. The Inspector General, 
Registration and Superintendent of Stamps, Madhya Pradesh ( lGR) is the head 
of the Department. Two Joint Inspectors General, Registration (JIGR), one 
Deputy Inspector Genera l Registration (DIG R), one Senior District Registrar 
( DR), one District Registrar (DR) and one Accounts o fficer (AO) are 
deployed at the headquarters. There are 50 Registration Districts notified in 
the State. There is a SOR in 15 Registration districts and a DR in the 
remaining districts. There arc 233 Sub Registrar ( R) offices in the State. 
Instrumen ts are registered in SR offices. Collecto r is the head of Registration 
administration at the di strict level. There are two major components of 
receipts of the Regi stration Department in Madhya Pradesh viz: tamp duty 
and Registration fees, the collection of which is regulated under the provisions 
of the followjng Acts, Rules and notifications issued thereunder: 

• Indian Stamp Act, 1899 (IS Act): 

• The Registration Act, 1908; 

• Indian Stamp (Madhya Pradesh Prevention of Undervaluation of 
Instruments) Rules, 1975; 

• Madhya Pradesh Preparation and Revision of Market Value Guidelines 
Rules. 2000: 

• Madhya Pradesh Stamp Rules. 1942; 

• Madhya Pradesh Municipal Corporation Act. 1956: 

• Madhya Pradesh Municipalities Act. 1961; 

• Madhya Pradesh Panchayat Rl!i Adhiniyam. 1993; and 

• Madhya Pradesh l./pkar Adhiniyam, 1982. 

j6.2 Trend of receipts 

Accord ing to para A- 15 read with para 6.6. I of 
Madhya Pradesh Budget Manual (Manual). 20 12 
the estimates o f revenue receipts should include/ 
project the actual demand including arrears due for 
the past years and probability of their realisation 
during the year. According to Rule 192 of Madhya 
Pradesh Financial Code. the Finance Department is 
requi red to prepare the estimates of revenue after 
obtaining necessary information/data from the 
respective Department/Government. 

Actual receipts 
from Stamps and 
Registration fees 
during the period 
2008-09 to 2012-13 
along wi th the total 
tax rece ipts during 
the same period are 
exhibited in the 
table no. 6. 1 : 
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Table No. 6.1 
~in crore) 

'I ear Rt\i~ed .\rtual \ ariation Pcrcenl&J!C l otal tn Percentage or actual 

budget rcceiph C\CCSS ( t )/ oruriation receipts or t8\ receipt \ i~-8-\ is 

estimate~ shortfall (-) the State tot11l ta\ rcreiph 

IRt:~l 

I. 2. J . 4. 5. 6. 7. 

2008-09 1700.00 1-179.29 (-) 220.71 (-) 12.98 13613.50 10.87 

2009- 10 1650.00 1783.15 (+) 133.15 (+) 8.07 17272.77 10.32 

20 10-11 2200.00 25 14.27 ( 1-) 31-1.27 (+) 14.29 21419.33 11.7.J 

2011-12 2800.00 3284.4 1 (+ ) 484A I (+) 17.30 26973.-14 12.18 

2012-1 3 3-1 50.00 394-1.2-1 (+ ) 494.24 (+) 14.33 30581.70 12.90 

(Source: Budget estimates and Finance Acco11111s of lhe Gcwernment of Madhya Pradesh) 

It may be seen that though there was an increasing trend in rece ipts during the 
years from 2008-09 to 20 12-1 3, the percentage of variation bct\veen the REs 
and the actual rece ipts ranged between (-) l2.98 per cent and (+) 17.30 
per cent. The revenue under this head is growing at a compounded annual rate 
of 18.55 per cent over past five years. In 2012-1 3, the collection from Stamps 
and Registration fees increased by ~ 659.83 crorc (20.09 per cent ) over the 
previous year, which was attributed by the Department to increase in market 
value of the immovable properties as well as in the number of registered 
documents. 

(6.3 Cost of collectior.. 

The gros~ collection from ~ tamps and Registration Fees, expend iture incurred 
on its coll ection and the pei·centage of expendi ture to gross collecti on du ring 
20 10-1 ! , 20 11- 12 and 201 2-13 a long with the relevant all Jndia average 
percentage of expenditure on collection fo r the prev ious year are mentioned in 
the table no. 6.2: 

Table No. 6.2 
~in crore) 

Year Collection Expenditure Percentage of All India a\·erage 
on collection expenditure on percentage for the 
of revenue collection previous year 

I. 2. 3. 4. 5. 

20 10-11 2,5 14.27 52.22 2.08 2.47 

20 11-12 3,284.41 63.7 1 1.94 1.60 

20 12-1 3 J,944.24 79.00 2.00 1.89 

(Source: Finance Accounts <lthe Government of J\ladhya Pradesh) 

The percentage of expenditure on collection was considerably below the all 
India average during the year 2010-11 . Ilowever, the same was higher than the 
all India average during the years 20 11 -12 and 2012-13. 

The Government may take appropriate measures to bring down the cost 
of collection. 
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16.4 Working of internal audit wing 

Four posts of Interna l Audit Officer, one post of Accounts Offi cer and one 
post of Treasury Officer have been sanctioned fo r the interna l audit wing 
(IA W) of the Department against which one Internal Audit Officer, one 
Accounts Officer and one Treasury Officer are working in the TA W. Interna l 
Audit is conducted in accordance with the roster prepared for each year. 

Out of 233 units of the Department, 73 units were planned fo r internal audit 
and 26 units could be inspected by the IA W. Objections related with 
misclassification of documents and undervaluation of properties were rai sed 
during the internal aud it. The information regarding number of observations 
raised and amount involved was not furni shed by the Department despite 
request. The Department issued instructions to the units to take action for 
rectification of di screpancies noticed by the IA W. 

16.5 Arrears of revenue 

Position of arrears of stamp duty and registration fees during the period 
2008-09 to 201 2- 13, as furni shed by the Registration Department, is given in 
the table no. 6.3: 

Table No. 6.3 

(~in crore) 

Year Opening Addition during Total Recovery Closing 
balance the year during the year balance 

I. 2. 3. 4. 5. 6. 

2008-09 49.59 25.78 75.37 12.63 62.74 

2009-10 62.74 19.99 82.73 15.63 67. 10 

20 10-11 67. 10 23.35 90.45 18 .28 72. 17 

20 11 -12 72 .17 19.46 91 .63 19.25 72.38 

2012-1 3 72.38 33.44 105. 82 20.50 85.32 

(Source: !nformation.fiu·nished hy the Department) 

Arrears of ~ 32.67 crore were pending in courts. Besides, ~ 34.25 crore were 
in arrears for more than five years as at the end of March 20 13. There was no 
ti me bound programme with the Department to reduce the arrears. 

We recommend that the Department should take appropriate steps to 
reduce the arrears by fixing target for recovery. 

16.6 Impact of audit 

6.6.1 Status of compliance to outstanding Inspection Reports 
(2007-08 to 2011-12) 

During the period 2007-08 to 2011-1 2. through our Inspection Reports (IRs) 
we had po inted out non/short levy. non/short realisation. underassessment/loss 
o f Stamp duty and Registration fees due to incorrect determination of market 
value of properti es, misclassi Li cation of documents, irregular exemption, 
inordinate delay in finalisation of cases referred by SRs. etc. with revenue 
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implication of ~ 2 12.91 crore in 22,998 cases. Of these, the Department/ 
Government had accepted audit observati ons in 16, 73 8 cases invo lving 
~ 82.59 crore and reported recovery of ~ l3 crore in 1,681 cases (as on 
3 1 March 20 13 ). The detail s are shown in the table no. 6.4: 

Jable No. 6.4 
~in cro re) 

Yea r of No. of O bjected Accepted Recovered Per centage of 
Ins pection units No. of Amount No. of Amount No. of Amount recovery to 

Reports audited case cases cases amount accepted 

-
I. 2. J . 4. s. 6. 7. 8. 9. 

2007-08 66 3.02 1 16. 10 1.607 5.40 537 1.49 27.59 

2008-09 82 10, 113 52.42 8,374 29.96 698 7.87 26.27 

2009-1 0 64 5.809 3 1.95 4,4 15 8.05 154 0.85 10.56 

20 10- 11 64 2. 188 52.28 1.474 27.6 1 287 0.8 1 2.93 

20 11 - 12 5 1 1.867 60. 16 868 11.57 5 1.98 17.11 

Total 22,998 2 12.9 1 16,738 82.59 1,681 13.00 

(Source: Information furnished by the Department) 

The percentage of recovery as compared to the accepted cases has been low 
during the last fi ve years. We broL!ght this issue to the notice of the head of the 
Department as well as the Finance Secretary o f the Government 
(August 201 3). 

We recommend that the Government should take appropriate steps to 
improve the recovery position at least against the accepted case . 

16.6.2 Status of compliance to Inspection Reports (2012-13) 

Test check of the records of 10 1 units relating to Stamps and Registration fees 
during the year 20 12-13 indicated non realisation of revenue due to inordinate 
delay in finali sation of cases, short rea lisati on of Stamp duty and Registration 
fees. incorrect exemption and othe r observations involving ~ 188.74 crore in 
2,299 cases which fall under the fo llowing categories depicted in the table 
no . 6.5: 
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Table No. 6.5 
~in crorc) 

SI. Categories No. of Amount 
No. cases 

I. 2. J. 4. 
1 "Le") of stamp duty on development agreements and I 138.23 

mortgage deeds of developing land" 

2. Non realisation of revenue due lo inordinate delay in 765 10.0 1 
finalisation of cases 

3. Short realisation of Stamp duty and Registration fees due to 933 13.33 
undervaluation of properties incorrect exemption 

4. Incorrect exemption !Tom payment of stamp duty and 67 0 .24 
registration fee 

5. Short realisation of revenue due to misclassification of 24 0.30 
instruments 

6. Other observations 509 26.63 

Total 2,299 188.74 

During the course of the year, the Department accepted underassessment and 
other deficiencies of ~ 154. 99 crore in l ,578 cases, which were pointed out in 
audit during the year 20 12-1 3. An amount of~ 3.51 lakh had been recovered 
in 12 cases pointed out in audit during 20 12- 13. 

A paragraph on "Levy of stamp duty on development agreements and 
mortgage deed of developing land" and a few other illustrative audit 
observations invo lving revenue impact of ~ 173.05 crore are mentioned in 
succeeding paragraphs. 

6. 7 Audit observations 

We scrutinised the records of various Registration offi ces and found several 
cases of non observance of the provisions of the Acts/Rules/Government 
notifications/instructions leading to non/short realisation of tamp duty and 
Registration fees and other cases as mentioned in the succeeding paragraphs in 
this chapter. These cases are illustrati ve and are based on a test check carri ed 
out by us. Such omissions on the part of the registering authorities have been 
pointed out in earlier Audit Reports. Reference to paragraphs included in this 
report and having similar observations raised earlier is given in Annexure-1, 
but not only do these irregularities continue to persist, the e remain undetected 
till audit is conducted. There is need for the Government to improve the 
internal control system so that such omissions can be avoided. 
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6.8 "Levy of stamp duty on development agreements and 
mortgage deeds of developing land" 

16.8.1 Introduction 

Article 5( d) of Schedule 1-A under the Indian Stamp Act, 1899 (IS Act) 
provides for levy of stamp duty on the instrwnents of agreements relating to 
the development of land for construction of building on a land by a person 
other than the owner or lessee of such land at the rate prescribed from time to 
time. 

Further, in terms of Rule 12 of Madhya Pradesh Nagar Palika (Coloniser ka 
Registrikaran, Nirbandhan tatha Sharten) Niyam, 1998 (MPNPN) and 
Madhya Pradesh Gram Panchayat (Coloniser ka Registrikaran, Nirbandhan 
tatha Shar/en) Niyam 1999 (MPGPN), a coloniser has to develop the land in 
accordance with the norms prescribed therein and has to mo1tgage 25 per cent 
of the land/plot in favour of local authorities as a security against the 
expenditure on development of the land. Section I 7 of the Registration Act, 
1908, provides that registration of such mortgage deed and instruments of 
agreement relating to development/construction on a land by a person other 
than owner/ lessee is compulsory. 

We conducted an audit of "Levy of stamp duty on development agreements 
and mortgage deeds of developing land" to ascertain whether proper stamp 
duty and registration fees were levied on development agreements and 
mortgage deeds of developing land with reference to estimated development 
expenditure, provisions of Act/Rules/Notification/Orders issued by the 
Department have been followed and Internal Control mechanism was adequate 
to safeguard Government revenue with respect to development agreementl 
mortgage deeds. 

We examined the records relating to the period from 2008-09 to 2012-13 of 
SR offices, Municipal Corporations, Development Authority and offices of 
Sub Divisional Officer (Revenue) in six districts1 based on major revenue 
receipts in Sub Registrar offices out of 14 Municipal Corporation districts 
between April and July 2013. An entry conference was held on 22 May 2013 
with the IGR and Deputy Secretary (Commercial Tax Department). Exit 
conference to di scuss the audit findings was held on 4 September 20 I 3. The 
audit revealed a number of system and compliance deficiencies that have been 
mentioned in succeeding paragraphs. The Department during the exit 
conference accepted audit observation and stated (September 2013) that DRs 
had been instructed to register all the cases pointed out in audit and to decide 

District/Municipal Corporation Bhopal, Dewas, Gwalior, Jabalpur, Indore and 
Ujjain. 
SDOs: Badnagar (Ujjain), Bagli (Dewas), Bairasia (Bhopal), Bhicholihapsi (Indore), 
Depalpur (Indore), Dewas. Ghatiya (Ujjain), Gwalior, I latod (Indore), Huzur 
(Bhopal), Jabalpur, Kanadiya ( Indore), Kasba Indore, Mahidpur (Ujjain), Mhow 
( Indore), Nagda (Ujjain), Palan (Jabalpur), Rau (Indore), Sanver (Indore), Sihora 
(Jabalpur), Sonkachh (Dewas) and Uljain. 
SR Offices: Bhopal, Dewas, Nagda (Ujjain). Navlakha ( Indore), Sukhaliya ( Indore) 
and Ujjain. 
Development Authority. Indore. 
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these cases within three months. Further. a ll the DRs were instructed to inspect 
public offices2 effecti vely and regularly and Regional D!Gs to supervise the 
inspection of DRs every month. 

6.8.2 Effectiveness of scrutiny of records of public offices and lack 
of co-ordination with other Departments 

Section 33 of the IS Act provides tha~ it 
wou ld be obligatory on every public 
officer to impound instrument which 
are unduly stamped* and ;ni tiate action 
under Section 38 of ~he Act. As per 
para 469 of Karyapalik Anudesh 
(ex~cutive instructions) of Registration 
Department, the DR is required to 
inspect the records of public offices to 
see whether stamp duty was being paid 
correctly and the documents w hich 
require registration are submitted in SR 
offices. 

We observed during scrutiny 
of information provided by 
DR lridore that inspection of 
Municipal Corporation, 
Indore Development 
Authority and Tahsil office 
f ndore were conducted in 
May 2010. The inspection 
note revealed that the 
objections of routine nature3 

only were raised and no case 
of loss of revenue was 
pJinted out. Further, the 
information/details about 

* Instruments not stamped with proper value. inspection conducted of the 
Public offices was neither 
furnished by the rcspecti ve 

DRs nor by the Public offices of live districts4 despite request. 

Similar observations were also pointed out in Para no. 5.2.9 of Audit Report 
2007-08 in response to which the IGR and the Government had stated 
(between July and October 2008) Lhat the DRs were directed to conduct more 
inspections of public offices. We. however, did not find any ev idence that the 
DP.s except DR, Indore, undertook inspection of the publ ic offices. 

We also observed that the Department did not prescribe any reports or returns 
detailing the documents presented to the public offices to be furnished by the 
Public Officers to the DRs to watch the timely and correct payment of stamp 
duty. As a result, substantial revenue remained unrealised w hich is highlighted 
in the subsequent paragraphs. 

The Government may consider prescribing a periodic return by the 
public offices to the DRs which contain details of documents presented 
before them to safeguard the leakage of leviable stamp duty. 

Government Departments, I lousing Boards, Local Bodies, Corporat ions and Banks 
were declared as public offices for the purpose of the IS Act vide notification no. 
I 96-six-SR-80 dated 20 March I 980 
During inspection of Municipal Corporation and I DA on ly instructions regarding 
necessity of registration of various type of instruments were issued by the DR while 
in Tahsil offices nw11a111aran cases were pointed out. No revenue loss was pointed 
out. 
Bhopal, Dewas, Gwalior, Jabalpur and Ujjain 
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with the market 
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145 cases. 
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6.8.3 Short le on develo ment/builder agreement 

~ 
Atticle 5(d) of Schedule 1-A under the lS 
Act provides that stamp duty at the rate 
of two per cent of market value of land 
was leviable up to 31 March 20 11 on the 
instruments of agreements relating to the 
development of land for construction of 
building on a land by a person other than 
the owner or lessee of such land. 

_) 

6.8.3.1 In Municipal 
Corporation, Bhopal and 
Ujjain. two development 
agreements were incorrectly 
executed on stamp paper 
worth < I 00 and < 500 in 
April 2008 and September 
20 I 0 respecti vely for 
development of land 
measuring 9.963 hectare. 
The market value of land 

according to market value guidelines of respective districts as worked out by 
audi t amounted to < 341 .60 crore on which stamp duty at a rate of two per 
cent was leviab le. This resu lted in non reali sation of stamp duty or < 6.83 
crore. We fu rther, observed that these documents were also not got registered. 
which resulted in non realisation of registration fees of< 2. 73 crore. 

From April 201 J, stamp duty is charged at 
the rate prescribed under Article 5(d) of 

chedule 1-A to the IS Act on the basis of 
estimated development and construction 
expenditure mentioned in the instrument. 
Rule 2 of Madhya Pradesh agar Palika 

iyam and Madhya Pradesh Gram 
Panchayat Niyam provides that the 
development expenditure means the 
expenditure incurred on developing the 
land in accordance with the norms 
prescribed therein under the approval of 
the competent authori ty (Municipal 
Commissioner/Sub Divisional Officer). 

6.8.3.2 During scrutiny of 
the instruments of 
development/ construction 
agreements5 in I 0 SDOs6 

and two Municipal 
Corporation offices7

• we 
noticed that in 145 cases 
involving land measuring 
640. 91 0 hectares, the 
instruments were 
incorrectly executed on 
stamp paper worth < I 0 to 
< I 00 only without 
mention of estimated 
development/ construction 
expendi ture. The estimated 
development/ construction 

expenditure worked by audit on the basis of rates applicable8 by respective 
Municipal Corporations and Madhya Pradesh Housing Board amounted to 
< 1,514.77 crorc. Fai lure to levy stamp duty on the basis of the estimated 
development/construction expenditure on these instruments resulted in short 
levy of < 47.56 crorc. We also noticed that these documents were not got 
registered. This resulted in non levy of registration fees of < 13.99 crore. 

Executed between April 20 I I and March 20 13 
SDOs: Bhicholihapsi, Depalpur, Ghatiya, Hatod. I luzur, Indore. Kanadia, Kasba 
Indore. Mhow and Sanver 
Municipal Corporation: Bhopal and Uljain. 
Development rates have been prescribed by Municipal Corporation Bhopal and 
Indore. Where there is no rate prescribed by Municipal Corporations and SDOs 
(revenue), rates of respective I lousing Board have been app lied. Construction rates 
have been taken from Market va lue guidelines of the district regarding market va lue 
of constructed properties. 
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According to Rule 8 of Madhya Pradesh 
Nagar Palika (Coloniser ka 
Registrikaran, Nirbandhan tatha 
Sharfen) Niyam, 1998 (MPNPN) and 
Madhya Pradesh Gram Panchayat 
(Coloniser ka Registrikaran, Nirbandhan 
la/ha Sharten), Niyam 1999 (MPGPN), a 
coloniser has to submit application for 
development of colony in the prescribed 
form. T he developer/coloniser is 
required to submit details regarding title 
and interest in the property to wh ich the 
permission about development is sought 
by him. 

6.8.3.3 During scrutiny of 
the development permission 
files in Municipal 
Corporation. Bhopal, five 
SDOs9 of Indore district and 
SR, Sukhaliya (fndore). we 
observed that in 16 cases 
permission for development 
of 147.155 hectare land was 
granted by Commissioner, 
Municipal Corporation, 
Bhopal and respective 
SDOs (Revenue) between 
April 2011 and February 
20 13 . Of these. in 12 cases 
penrnss1on fo r 
development. in two cases 

pen111ss1on for development as well as construction and in two cases 
permission only for construction was granted. In these cases. the estimated 
development and construction cost as worked out by audit was ~ 251.59 crore 
on the basis of rates prescribed by MPHB and market value gu idelines of 
respective districts. We, however, noticed that instruments regarding 
development and construction were ne ither executed nor got registered. This 
resulted in non levy/reali sation of~ 8.11 crore (stamp duty of ~ 6.09 crore and 
registration fee of ~ 2.02 crore). 

6.8.3.4 During scruti ny of records in five offices10, we noticed that in 
17 instruments of development agreements regi stered between April 20 I I and 
March 20 13, land measuring 28.487 hectare was to be developed. We 
observed that stamp duty of ~ 43 .04 lakh and registration fees of ~ 13.75 lakh 
only was levied on~ 2 1.35 crore mentioned in the documents as development 
expenditure by the deve lopers/coloni sers. Since there is provision in the Act to 
levy stamp duty and registration fee on the basis of estimated development 
expenditure mentioned in the instruments, there is a possibility /tendency to 
understate the estimated development expenditure by the developers. T he 
estimated development expenditure in the above 17 cases was worked out by 
audit to ~ 129.63 crore on the basis of rates applicable in Municipal 
Corporation/MPHB which invo lved stamp duty of ~ 2.29 crorc and 
registration fee of ~ 66 lakh. Audit observed that there is no presc ribed 
provision in the Act or Ru les to check the correctness of estimated expenditure 
even though it was a necessary requirement as the levy of stamp duty depends 
on such estimated expenditure. 

T he Government may consider prescribing a periodic return on the 
number of documents p resented a nd found not duly stamped by the 
public offi ces for submiss ion to the DRs. Government may prescribe the 

? 

10 
Bhicholi Hapsi, I latod, Huzur, Mhow and Sanver. 
Municipal Corporation Bhopal and Jabalpur, SDO Jabalpur, SR Bhopal and Ujjain. 
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indicated t;1at 
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which has not 
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2 l instruments were 
registered as 
development 
agreement. 
However, recital of 
these instruments 
indicated that right 
to sale was 
transferred in these 
cases and as such 
these were required 
to be class ified as 
conveyance deed 
which has not been 
done. 
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rates for development of land in the 'Market Value guidelines' 11 of 
respective districts for the purpose of stamp duty and registration fee. 
Since the public offices grant permission for development/construction 
they may also be made accountable to ensure the correct payment of 
stamp duty. In addition, norms for regular inspe~tion of public offices by 
the DRs may be laid down. 

!6.8.4 Misclassification oi documents 

In teffi1s of amended Article 5(d) of JS I.ct 
effecti ve from l April 201 1, stamp duty was 
leviable at the rate of three per cent of the 
market value equal to th;! estimated cost of 
the proposed construction or development. 
Departmental instructions issued in April 
2013 provide that where power to sell the 
land is given by owner to the developer, the 
instruments captioned under developer 
agreement shall be charged as conveyance 
on payment of stamp duty at rate of five per 
cent. The instructions further prov:des for 
review of all such instruments registered 
from April 201 l. Section 33 of the IS Act 
provides that it would be obligatory on every 
Public Officer to impound cases ·Nhkh are 
unduly stamped and initiate action undt>r 
Section 3 8 of th;! Act. 

6.8.4.1 We observed 
from the records of four 
offices 12 that 133 
instruments styled as 
development agreement 
were incorrectly 
executed on stamp 
paper of < 100 to 
< l 000 between April 
20 11 and Jul y 20 12. 
The recitals or these 
instruments revealed 
:hat right to sell the 
lane! measuring 47.934 
he-:: tare were 
transferred by the 
owner of land to the 
developer. Therefore, 
these in:::truments were 
chargeable as 
conveyance and 

accordingly stamp duty of < 3.28 crore was leviable. Further, these 
instruments were also not got registered though it was mandatory. 
Consequentl y registration fees of < 52.78 lakh remained unrealised. Thus the 
Government was deprived of revenue of < 3.81 crore. The Public Officers al so 
did not exercise their duty for determination of proper duty leviable on these 
documents in accordar.ce with provisions of the TS Act. 

6.8.4.2 We observed from the records of six offices13 that 2 1 instruments were 
registered under caption of development agreement between October 201 1 and 
February 20 13, according to which the land measuring 46. 909 hectare was to 
be developed by the developer. The recital of the instruments indicated that the 
owner of the land transferred the right to sell the land measuring 22.589 
hectare in favour of the developer. As such, these instruments were chargeable 

II 

12 

13 

"'Market value guidel ines·· means the set of values of immovable properties in 
different vi llages, Municipalities, Corporations and other local areas in the State, 
arrived at by the respective committee from time to time in terms of Madhya Pradesh 
Preparation and R'!vision of Market Value Guideline Rules, 2000 
Indore Development Authority, SDO: Gwalior and Kasba Indore and SR, Ujjain. 
Municipal Corporation: Jaba lpur and Ujjain, SDO l luzur, SR Bhopal, Dewas and 
Nagda. 
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as conveyance and stamp duty of ( 1.56 crore and registration fee 
of ( 20.37 lakh was leviable. We, however. noticed that stamp duty of 
( 36.64 lakh and registration fees of ( I 0.07 lakh only was levied treating the 
instruments as development agreement instead of conveyance. This resulted in 
short levy of ( 1.30 crore (stamp duty of~ 1.19 crore and registration fees of 
( 10.51 lakh).The Public Offic~rs as well as respective SR' s 1

.i failed in respect 
of levy of correct stamp duty and registration fees. 

Departmental instruction issued in 
December 2011 regarding 
misclassification of document provide 
that where in an instrument of power of 
attorney, the rights of development or/and 
construction are given to the attorney, 
such instrument shall be charged as 
development agreement. It was further 
provided in the instructions of IGR dated 
14 December 2011 that the instruments 
executed/registered from 1 April 2011 
onwards were to be reviewed by the 
SRs/DRs. 

6.8.4.3 We observed from the 
records of SDO, Mhow in 
June 2013 that m one 
instrument of power of 
attorney was executed (on 
stamp paper worth ( 100) in 
June 2012. The recitals of the 
instrument revealed that the 
right for development of land 
measuring 9.768 hectare and 
construction on 7551 square 
meter were given to the 
attorney and as such the 
instrument was required to be 
classified as development 
agreement on which stamp 

duty of ( 25.40 lakh was leviable which has not been done. The instrument 
was also not got registered though it was compulsory. The SDO in this case 
neither insisted the parties to get the document registered nor the SR initiated 
any action as per the instructions of the Department issued in December 2011. 
Consequently registration fees of ( 11.86 lakh also remained unreali sed. 

6.8.4.4 We observed from the records of three offices 15 that five instruments 
of power of attorney were registered (on stan1p paper worth< 1100 including 
registration fees of< 100 in each case) between April 2011 and October 2012. 
The recitals of the instrument revealed that the right for development of land 
measuring 8.281 hectare were given to the attorney and as such the instrument 
was required to be classified as development agreement on which stamp duty 
of< 34.38 lakh and registration fees of< 10.36 lakh was leviable, which has 
not been done. The SR did not initiate any action as per the instructions of the 
Department issued in December 2011. This resulted in short levy of stamp 
duty and registration fees of~ 44. 74 lakh. 

I~ 

15 
Bhopal. Dewas, Jabalpur, Nagda (Ujjain) and Ujjain 
SDO - Bairasiya and Huzur. and Municipal Corporation. Jabalpur. 
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mentioned in the 
instruments by the 
colonisers 
themselves instead 
of development 
expenditure on 
which supervision 
charges was 
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6.8.S Non/short realisation of stamp duty and registration fee on 
mortgage deeds executed b)'. colonisers/developers 

Article 38(b) of Schedule I-A to IS Act read 
with Government Notification dated 24 
September 2007 and Section 75 of the 
Madhya Pradesh Panchayat Raj Adhiniyam, 
1993 provides for levy of duty on a mortgage 
deed (without possession) at the rate of one 
per cent of the amount secured by such deed. 
Further, under Rule 12 of Madhya Pradesh 
Nagm· Palika Niyam and Madhya Pradesh 
Gram Panchayal Niyam, a coloniser has to 
develop the land in accordance with the 
norms prescribed therein and has to mortgage 
25 per cent of the land/plot in favour of local 
authorities as a security against the 
expenditure on development of the land. In 
such cases, development expenditure on 
which two per cent supervision charge is 
recovered from the developers would be the 
secured amount. Further, Section 17 of the 
Registration Act, 1908, provides that 
registration of such mortgage deed 1s 
compulsory. 

6.8.5.1 We observed 
from the records of 
Municipal Corporation, 
Bhopal and Indore that 
m case of 118 
instruments of mortgage 
deed executed by the 
colonisers registered 
between Apri l 2008 and 
March 20 13, the 
registering authorities 
finali sed the levy of 
stamp duty and 
registration fees on the 
basis of amounts 
mentioned m the 
instruments by the 
colonisers themselves 
instead of development 
expenditure on which 
supervision charges was 
recovered by these 
Municipal Corporations 
from the developers. 
This resulted in short 

reali sation of stamp duty of~ 4.45 crore and registration fee of~ 5.21 crore. 

6.8.5.2 We observed from the records of 19 offices 16 that in 30 I instruments 
registered between May 2008 and March 2013, the stamp duty was charged on 
the market value of 25 per cent of the land mortgaged instead of the entire 
estimated development expenditure. The registered value of these instruments 
was ~ 206.48 crore. However. the estimated total development expenditure 
was worked out to~ 2063.34 crore by audit on the basis of rates applicable in 
MPHB. This resulted in short realisation of stamp duty of~ 13.20 crore and 
registration fees of~ 14.87 crore. 

6.8.5.3 We observed from the records and information collected in 
19 offices 17 that pe1mission for development of land was granted by Municipal 
Corporation and SDOs (Revenue) to the colonisers in 193 cases between 
April 2008 and May 2013, according to which land measuring 1092.04 hectare 
involving estimated development expenditure of~ 1012.61 crore based on 
rates applicable in MPHB was to be developed by the colonisers. Though the 

17 

SDO - Badnagar. Bhicholihapsi, Depalpur. Gwalior, I luzur, Jabalpur, Kasha Indore, 
Mhow, Rau, Sanver and Ujjain, Municipal Corporation - Dewas, Gwalior. Jabalpur 
and Ujjain, SR Office - Bhopal, Mahidpur, avlakha (Indore) and Sukhliya (Indore). 
Municipal Corporation, Jabalpur, SDO - Bairasiya, Bhicholihapsi, Depa lpur, Dewas, 
Ghatiya, Gwa lior, Hatod, Jabalpur, Kasba Indore, Kanadiya, Mahidpur, Mhow, 
Nagda. Patan, Rau, Sanver, Sihora and Ujja in. 
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colonisers had mortgaged 25 per cent of plots during this period, the 
instruments of mortgage deeds were incorrectly. executed on the stamp paper 
worth between ~ 10 and ~ 100 without mention of development expenditure. 
Thus, neither was the applicable stamp duty paid by the colonisers nor did 
they get these instruments of mortgage deed registered. This resulted in short 
realisation of stamp duty of~ 7.25 crore and registration fees of~ 8 .10 crore. 

6.8.5.4 We observed in 33 cases that the permission of development of 
575.890 hectare land was granted by the Municipal Corporation Ujjain, Indore 
and ten SDO (Revenue) 18

, to the colonisers between October 2006 and March 
2013.They also recovered the supervision charges in 26 out of 33 cases. We 
further noticed that instruments of mortgage deeds of 25 per cent of plots were 
not executed and got registered though it was required before granting the 
permission for development. The estimated total development expenditure was· 
worked out to ~ 489 .26 crore by audit on the basis of rates applicable in · 
MPHB. On these instruments, stamp duty of~ 2.06 crore and registration fee _. 
of~ 3.91 crore was leviable. Thus, non execution of instruments of mortgage 
deeds resulted in non-realisation of stamp duty and registration fee of~ S.97 
crore. 

The Government may consider prescribing rates of development of la11d 
in the Market value guidelines for determining estimated development 
expenditure and a mechanism to ensure that the development expenditure 
is correctly assessed in mortgage deed, to avoid the. leakage of · 
Government revenue. It may---also consider ensuring that mortgage deeds 
are registered and duly / stamped before issuing permission for 
development. 

18 Badnagar, Bagli, Bhicholihapsi, Dewas, Jabalpur, Mhow, Nagda, Patan, Sanver and 
Sonkachh 
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6.9 Short levy of Stamp duty and registration fees on 
instruments of lease deeds/non-levy of penalty 

According to the instructions issued 
(March 1993) by the Government of 
Madhya Pradesh, Mineral Resources 
Department, in case of agreement for 
mining leases, the royalty payable for 
expected quantity of mineraJs as shown in 
the application or in the mining plan, 
whichever is more, is to be considered for 
caJculation of Stamp duty under Article 33 
of Schedule 1 -A of IS Act. Further, Section 
23 of Registration Act provides that no 
document except will deed shall be 
accepted for registration tmless presented 
for that purpose to the proper officer within 
four months from the date of its execution. 
If the delay in presentation is more than one 
m onth of the initial grace period of four 
months, but less than two months, penalty 
of fom times of the leviable Registration 
fees shall be chargeable according to 
Article XV (b) of the table of Registration 
fees. 

Dming scrutiny of 
documents registered in 
Sub Registrar office 
Katni and Satna and 
information collected 
from respective District 
Mining offices between 
October and November 
2012. we observed that 
five mm mg leases 
executed between 
January 20 I I and 
February 2012 were 
regi stered between 
October 20 11 and March 
20!2. We noticed that 
the Stamp duty of~ 2. 75 
crore and Registration 
fees of ~ 2.05 crore as 
against ~ 12.49 crore19 

(Stamp duty of ~ 7.29 
crore and Registration 
fees of~ 5.20 crore) was 
levied on these 
instruments due to 

incorrect assessment of estimated royalty by taking the average of estimated 
royalty for five years only instead of the entire lease period by the Department. 
This resulted in short levy of Stamp Duty of~ 4.54 crore and Registration fees 
of~ 3. 15 crore as mentioned in the table no. 6.6: 

19 
Leviable Stamp duty on 30 years lease deeds executed before I April 20 I I at the rate 
of 7.5 per cent of five times the average est imated yearly royalty, from I April 
20 I I at the rate 5 per cent of five times the average estimated yearly royalty; Cess 
duty- 5 per cent of the amount of Stamp duty; and Registration fees : three- fourth of 
the amount of Stamp duty. 
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Tab!e No. 6.6 
(~ in la kh ) 

Sub No. of Lease/ Date of Averaffe estimated yearly Stamp duty/Cess/Rcgistration 
Registrar/ Period of lease 

rcgis1ration/ royally Fees 
Period of execution of 

a udit lease detd As per Determined Leviable Levied Shor t 
Mining by LC\ied 

Plan Department 

2 . J . 4 . 5. 6. 7. 8. 9. 

Katni 2 8-2- 12 1394 .88 581 .49 348.72 152.65 196.07 

October and 30 years 3 1-1-12 17.44 Nil 17 .44 
November 
2012 26 1.54 11 4.48 147.06 

7-3- 12 40.84 13.84 lQJl 3.65 6.46 

13-2-1 2 0 .50 Nil 0.50 

7.58 2.74 4 .84 

Satna 3 2 1- 10-20 11 665. 15 2 10.92 249.43 83.05 166.38 

October 20 12 30 years 20-1-20 11 12.47 N il 12.47 

187.07 62.29 124.78 

15- 12-20 11 284.20 130.2 1 71.05 34. 18 36.87 

5-9-201 1 3.55 0.34 3.2 1 

53.29 25.64 27.65 

4-2-2012 58.3 1 1.86 14.58 0.78 13.80 

14-12-2011 0.73 Ni l 0.73 

10.93 0.58 I 0.35 

693.89 274.31 419.58 

34.69 0.34 34.35 

520.41 205.73 314.68 

G ra nd Total 1248.99 480.38 768.61 

Further, we also oLserved that one lease deed executed on 
20 January 2011 was presented by the lessee for registration on 19 July 20 11 
in SR Satna. Though the lease deed was presented fo r registration after a lapse 
of one month and 29 days beyond the initial grace period of four months. yet 
the registering authority did not impose penalty of ~ 7.48 crore being four 
times the leviable Registration fees of ~ 1.87 crore. 

Thus, Government was deprived of the revenue of ~ 15 .1 7 crore due to short 
levy of Stamp duty of ~ 4 .54 crore, Registration fees of~ 3 .15 crore and non 
imposition of the penalty of ~ 7.48 crore. 

The inspection of these offi ces was also not conducted by the respective DRs. 

After we pointed out the cases in October 2012, the Sub Registrar, Satna 
stated (October 2012) that the estimated royalty was assessed by the Collector, 
so the lease was registered and duty was charged in accordance with that 
estimated royalty. The reply was however silent about recovery of short levy 
of stamp duty and registration fee. In respect of de layed presentation and non 
levy of penalty, it was stated (October 20 12) that the lease deed was registered 
in compliance of Section 24 of Registration Act, 1908. The reply is not in 
conformity with the facts on records of Registrat ion and District Mining 
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Office which indicated that lease deed was executed on 20 January 2011 and 
presented for registration on 19 Ju ly 201 1. As such the cases were required to 
be reviewed to recover the deficit amount from the lessees. In respect of case 
of Sub Registrar office, Katni, the District Registrar, Katni stated in February 
2013 that the case had been registered and notice issued to the lessee. Further 
progress in the matter has not been rece ived (January 20 14). 

We repo11ed the matter to the Department and the Government in June 2013: 
their replies have not been received (January 2014). 

6.10 Loss of revenue due to delay in execution and registration of 
lease deed of Nazu/ Land 

The circular of the Government of 
Madhya Pradesh, Revenue Department 
issued in July 2009 provides for 
execution and registration of lease deed 
within 90 days from the date of the 
receipt of full payment of premium on 
account of the allotment of land. Rules 
are silent about action to be taken in 
cases of lease deed not executed within 
stipulated period. The rate of duty on 
conveyance deed was reduced from 7.5 
per cent to 5 per cent of the market value 
with effect from 1 April 201 l. Further, 
Section 9 of the Madhya Pradesh Upkar 
Adhiniyam, 1982 provides that the cess 
at the rate of five per cent of the Stamp 
duty is chargeable on lease deeds of 30 
years or more. According to Article II of 
the table of Registration fees, the 
Registration fee is chargeable at three 
fourth of the stamp duty levied on the 
lease deed. Further, para 34 of Revenue 
Book Circular II-1 provides that the 
Commissioner of the Division should 
inspect revenue courts of each 
Collectorate and Tahsil in two and three 
year respectively while the Collector 
should inspect each Tahsil of his district 
every year. 

During scrutiny of fi les 
regarding allotment of 
Na::ul land20 in Rajdhani 
Pariyojna (Nazul), Bhopal 
in March 20 13, we observed 
that Government land 
measuring 14.88 acre was 
alloned (April 2008) to a 
lessee for commercial 
purpose in consideration of 
premium of~ 335.30 crore. 
The consideration was to be 
paid in three installments. 
The last installment was 
paid on 31 July 2010. As 
full payment of premium 
was received on 31 July 
2010, the lease deed was 
required to be executed 
between Collector, Bhopal 
and the lessee within 90 
days from 31 July 2010, on 
which Stamp duty of 
~ 26.40 crore and 
Registration fees of~ 18.86 
crore would have been paid. 
We, however. observed that 
the lease deed was executed 
and registered on 
22 September 2011 after a 

~ lapse of 10 months and 23 
days beyond 90 days from 

the date of full payment of premium. Since, the rate of duty was reduced from 
7.5 per cent to 5 per cent with effect from 1 April 2011, consequently Stamp 

.20 
Na;u/ land-Govemment land which is used for construction or public utility purpose 
l'i: buar or entertainment places. This land has site value and not agricultural 
importance 
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duty of~ 17.60 crore and Regi stration fees of~ 12.57 crore was levied. Thus, 
benefit was given to lessee and the exchequer was deprived of revenue of 
~ 15.09 crore ( tamp duty of ~ 8.80 crore and Regi stration fees of ~ 6.29 
crore). The reasons for delayed execution o r lease deed were al so not found on 
records. It is worth mentioning here that as per budget speech of the Finance 
Minister the rate of duty on conveyance was proposed to be reduced from 7.5 
per cent to 5 per cent from the year 201 l-l2. The inspection of this office was 
a lso not conducted by the Commissioner of the Divis ion as \\ell as Collector 
or the di strict during the years 2009- lO to 2012-13. 

After we pointed out the cases. the Tahsi ldar. Rujclhani Pariyojana (Na::ul), 
Bhopal stated (March 20 13) that action would be taken as per rule in the 
interest o f Government revenue after scrutiny o f the records. Further 
de\elopment has not been recei ved (January 2014 ). 

We repo11ed the matter to the Department and the Government in June 20 13; 
their replies have not been received (January 2014 ). 

The Government may consider prescribing penal action against the 
person responsible for delayed execution of lease deed. 

6.11 Non finalisation of cases referred by Sub Registrars/ 
Incorrect determination of market value 

Under Section 47-A of the rs Act. if the 
Regi stering Officer, while registering any 
instrument finds that the market value of 
any property set forth was less than the 
market value shown in the market vaJue 
guidelines, he should before registering 
such instrument, ref er the same to the 
Collector for determination or the correct 
market value of such propert) and duty 
leviable thereon. Further, according to the 
departmental instructions of July 2004, a 
maximum period of three months has been 
prescribed for di sposa l of cases referred to 
the Collector by the Sub-registrar (SR) 
offices for determination or correct market 
value of properties and duty leviable 
thereon. Besides, market value of the 
property is calculated according to rates and 
prov isions prescribed in the market value 
guidelines. 

6.11.1 We observed in 
live Sub Registrar 
offices21 between March 
20 12 and Januat') 2013 
from the register of cases 
re ferred by Sub 
Registrars that -IJ6 cases 
were referred by the Sub 
Registrars to the 
Collector between 
August 2008 and March 
2012 for determination 
of the market value of 
the properties. Out of 
these. 182 cases had not 
been finalised even after 
a period up to 20 months 
beyond prescribed period 
or three months. In these 
cases. the difference or 
Stamp duty or ~ 2.25 
crore was recoverable on 
the basis or market value 

\'.orked out b~ the Sub Registrars. ·1 he registration fees or ~ 37 lakh was 
rCCO\'erable 011 presentation or these doc uments for registrati on. Thus, non 

~I Chhind\\ara. Indore. Kareli (District Narsinghpur). Katni and Mandsour 
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finali sation of the cases res~lted in non rea li sati on of stamp duty and 
registration fees of~ 2.62 crore. 

After we pointed out the cases, the Sub Registrar, Katni stated (May 2013) in 
respect of 25 cases that ~ 2.88 lakh were recovered between May and 
December 20 12 in I 1 cases and revenue recovery certificate (RRC) of ~ I 0.02 
lakh were issued in remairing 14 cases. The District Registrar, Narsinghpur 
stated in June 201 3 in respect of eight cases of Kareli (Narsinghpur) that 
~ 62,500 had been recovered in Jul y 201 2 in one case at the instance of audit 
and remaining seven cases would be di sposed as early as possible. Tn respect 
of the remaining 149 cases, the respective SRs stated between May 20 12 and 
January 20 I 3 that the Collector of Stamps would be requested for early 
disposal of the cases. Further progress in the matter has not been received 
(January 2014). 

We reported the matter to the Department and the Government in June 2013; 
their replies have not been rece;ved (Janu<! ry 20 14). 

6.11.2 We observed in 16 Sub Registrnr (.SR) ~ffices22 between May 20 12 
and January 201 3 that in 158 instruments registered between A pril 2008 and 
March 201 2, the market va!ue of properties according to market value 
guide lines for the respective yeRrs issued by i.he Department was ~ 74.97 crore 
against the registered value c f ~ 51.63 crorc. The SRs did not detect 
undervaluation of properties in these instruments. This resulted in short levy of 
Stamp duty of~ 1.52 crore and Registration fees of ~ 18.67 lakh as mentioned 
in the tab!e no. 6.7: 

(~in lakh) 

No. of SR Period of Nature of in egularities Stamp duty & Short levy of 
offices/ 

instruments 

2. 

2 
36 

12 

97 

~ 
17 

~ 
8 

~ 
158 

22 

registration Registr:ttion iees Stamp du ty & 
Lnir.ble/ Levied Registration fees 

3. 4. 5. 6. 

Bet\\ eCn on-observance or pro" isions 286.43 82.19 
4/20 1 l and prescribed in guidelines regarding 204.24 

3/20 12 property situated on roadside or 
corner plo ts 

Between Non-observance o r provisions 170.81 58.47 
4/2008 and prescribed in guide lines regard ing 112.34 

3/201 2 land properties situated within 
municipa l limit/ specified urban 
villages 

Between Incorrect application of rates 54.54 19.36 
5/2008 and regarding I louse/plo t properties 35. 18 

3/20 12 

Bet\1 een Irrigated land valued as unirrigated 24.57 I 0.48 
4/20 11 and 14.09 

2/20 12 

536.35 170.50 

365.85 

Bairas ia (Bhopal), Begumganj (Raisen), Betul, Bina (Sagar). Chhindwara, Chourai 
(Chhindwara), Gwalior, Indore, Jabalpur, Kareli (Nars ingpur), Morena, 
Nasrullahganj (Sehore), Raj pu r (Badwan i), Saba lgarh (Morena), Ujjain and Vijaypur 
(Sheopur) 
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The inspection of l 0 SR offices was not conducted by the respective DRs. 
Though the inspection of remaining six offices23 was conducted by the 
respective DRs (between July 20 11 and January 2012), the omission was not 
detected by them. 

After we pointed out the cases, the SR Eetul stated( August 20 12) in respect of 
four instruments that rates of plots situated at the National Highway were not 
applied because the land was not situa~ed on National Highway. The reply is 
not in conformity with the facts on records; it was clearly shown in the 
boundaries of the land mentioned in the documents that the land was situated 
at National Highway. SR Jabalpur did not accept the audit objection in respect 
of two instruments and stated (November 2012) that the land was situated on 
two different roads; therefore, the rates applicable for these roads were applied 
proportionately. He al so stated that the document would be referred to the 
Collector of Stamps. We do not agree with the reply as the property was not 
divided between sellers (Who were also fami ly members) and as such the 
whole property was to be treated as a single unit. Further, there was no 
provision in the market value guidelines about proportionate valuation. SR 
Ujjain stated in December 20 12 in respect of one instrument that the land was 
unirrigated. The reply was not in conformity with the copy of Khasra enclosed 
with the document in which it was clearly indicated that the land was irrigated. 
As far as remaining 151 instruments are concerned, the respective SRs stated 
between May 2012 and January 2013 that the cases would be referred to the 
Collector of Stamps. Further progress has not been received (January 2014). 

We repo1ted the matter to the Department and the Government in June 20 13; 
their replies have not been received (January 20 14). 

6.12 Short levy of stamp duty and registration fees on 
instruments of power of attorney 

Article 45 ( d) of 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 prope1ty situated in Madhya 
Pradesh for a period not exceeding one year, duty of 
~ 1000 (~ 100 up to March 20 11 ) 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 
three Sub 
Registrar offices24 

between May and 
November 20 12 
that m eight 
instruments of 
POA registered 
/executed between 
July 2009 and 
August 20 11 , 
though the power 
to sel l immovable 
property valued at 
~ 3. 94 crore as per 
the market value 
guidelines of the 

Betul, Bina (Sagar). Chourai (Chhindwara). Morena, Nasrullahganj (Sehore) and 
Ujjain 
Badnawar (Dha r). Indore and Morena 
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respective years issued by the Department was given, there was no mention in 
the documents whether the POA was given for a period not exceeding one 
year. In these cases, Stamp duty of~ 20.04 lakh and Registration fees of 
~ 3.16 lakh was leviable in accordance with the above provisions. We, 
however, noticed that in all these cases, the instruments were treated as POA 
to sell without consideration for a period not exceeding one year. The stamp 
duty of~ 7100 and registration fees of~ 800 was charged by the Department. 
This resulted in short levy of~ 23.12 lakh (Stamp duty of~ 19.97 lakh and 
Registration fees of~ 3 .15 lakh). The inspection of SR office, Indore was also 
not conducted by the DR, Indore while the omission could not be detected by 
the Department in cases of Morena and Badnawar (Dhar) though the 
inspection of SR office Morena and Badnawar (Dhar) was conducted between 
May 2010 and August 2011 which is indicative of ineffective inspection by 
higher authorities. 

After we pointed out the cases, the Sub Registrar Morena and Badnawar stated 
in respect of seven cases between May and July 2012, that photocopy of 
documents would be referred to the Collector of Stamps. For remaining one 
case Sub Registrar,. Indore accepted audit objection and stated in November 
2012 that the failure to levy the correct duty was due to heavy workload. 
Further progress in the matter has not been received (January 2014). 

We reported the matter to the Department and the Government in June 2013; 
their replies have no"t been received (January 2014). 

•'1• 
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MINING RECEIPTS 





What we 
highlighted in 
Chapter 

Trend of receipts 

EXECUTIVE SUMMARY 

have l n thi s Chapter we present Review of 
this "Mining receipt in Madhya Pradesh" involving 

revenue implication of ~ 46.43crore selected from 
observations noticed during our test check of records 
relating to non/short levy/reali sation of dead 
rent/royalty, non/short levy of interest, non 
assessment of rural infrastructure and road 
development tax etc. in the office of the District 
Mining Officers where we found that the provisions 
of the Acts/Rules were not observed. 

It is a matter of concern that though similar 
omissions have been pointed out by us repeatedly in 
the Audit Reports for the past several years, the 
Department has not taken corrective action. 

In 201 2-1 3, the collection from mining receipts 
increased by 19.87 per cent over the previous year. 

Internal audit not The Department reported that internal audit wing has 
not been established. In the absence of thi s, internal 
audit of all the mining units were pending. 

conducted 

Status of compliance 
to ln:;pections Reports 
(2007-08 to 2011 -12) 

During the period from 2007-08 to 2011 -12, through 
our Inspection Reports we had pointed out non/short 
levy/ reali sation, underassessment. loss of mining 
receipts etc .. with revenue implication of ~ 3077.74 
crore in 5.694 cases. Of these, the Department/ 
Government had accepted audit observations in 4, 716 
cases involving ~ 2209.33 crore and had s ince 
recovered ~ 316.60 crore in 764 cases. 

Status of compliance In 201 2-1 3 we test checked the records of 35 units 
to Inspection Reports relating to mining receipts and found non/short 
2012-13 realisation of revenue and other irregularities 

Our conclusion 

invoiving ~ 190.35 crore in 992 cases. 

The Department accepted non/short reali sation/levy 
of revenue and other defi ciencies of ~ 142.90 crore 
in 901 cases, which were pointed out by us during the 
year 201 2-1 3. 

The Department needs to initiate immediate action to 
recover the amount on account of non/short 
reali sation of royalty, non-imposition of penalty, non 
levy of interest etc. pointed out by us. more so 111 

those cases where it has accepted our contention. 
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17.1 Tax administration 

The Mineral Resources Department functions under the overall charge of the 
Secretary, Mining, Government of Madhya Pradesh. The Director, Geology 
and Mining is the head of the Department who is assisted by Deputy Directors 
at 1 Jeadquarters and District Mining Officers (DMOs) at the district level. The 
DMOs are 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. 

Mining Receipts are col lected under the provisions of the following Acts and 
Rules and notifications i ~sued thereunder: 

• Mines and Minerals (Development and Regulation) Act. 1957; 

• Mineral Concession Rules. 1960: 

• Mineral Conservation and De\ elopment Rules, 1988: 

• Marble Development and Conservation Rules. 2002: 

• Madhya Pradesh Minor Mineral Rules, 1996; 

• Madhya Pradesh Minerals (Prevention of Illegal Mining 
Transportation and Storage) Rules. 2006: 

• Madhya Pradesh Rural Infrastructure and Road Development 
Act. 2005: 

• The Colliery Control Rules. 2004: and 

• Coal Bearing Areas Act. 1957. 

17 .2 Trend of receipts 

Actual Mining Receipts during the period 2008-09 to 20 12- 13 along with the 
total non-tax receipts during the same period are exhibited in the table no. 7.1: 

Table No. 7.1 
~in crore) 

Year Revised Actual Variation Percentage Total Percentage of 
budget receipts excess(+)/ of non-tax actual mining 

estimates shortfall(-) \ariation receipts receipts vis-a-
of the vis total 
State non-tax 

receipts 
I. 2. 3. 4. 5. 6. 7. 

2008-09 1225.00 136 1.08 (+) J36.08 (+) JI.JO 3342.86 40.72 

2009- 10 1566.00 J590.47 ( +) 24.47 (+) 1.56 6382.04 24.92 

20 10- 11 2250.00 212 1.49 (-) 128.5 J (-) 5.71 5719.77 37.09 

20 J J-J 2 J500.00 2038.3 J (+) 538.3 J (+)35.89 7482.73 27.24 

20 J2-J3 2350.00 2443.39 (+) 93.39 (+) 3.97 7000.22 34.90 

{Source: Budget Estimates and Finance Account.\ u/ Government of Madhya Pradesh) 
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Jn 2012-13, the collection from mining receipts increased by 19.87 per cent 
over the previous year. The variation between revised budget estimates and 
actual ranged between(-) 5.71 per cent and (+) 35.89 per cent. The reasons for 
variation between revi sed budget estimates and actual in 20 12-1 3 were 
attributed by the Department to increase in royalty o f coal. 

17.3 Arrears of revenue 

The arrears of revenue as on 3 1 March 20 13 amounted to ~ 14.19 crore. The 
position of arrears of revenue during the period 2008-09 to 2012-1 3 is 
depicted in the table no. 7.2: 

Table No. 7.2 
~in crore) 

Year Opening Addition during Total Reco"ery Closing Target of 
balance the ~ear durinl? the year balance recover} 

I. 2. 3. 4. 5. 6. 7. 
2008-09 11 .68 0 .5 1 12.19 0. 12 12.07 Nil 

2009- 10 12.07 - 12.07 0 .37 11 .70 Nil 

20 10- 11 11.70 0 .72 12.42 0.43 11.99 Nil 

201 1- 12 11.99 - 11.99 - 11 .99 Nil 

20 12-1 3 11 .99 2.40 14.39 0.20 14.19 Nil 

The Department recovered only ~ 1.1 2 crore during the period 2008-09 to 
2012-13 . The Department did not fi x any target for recovery of arrears and 
consequently the arrears increased to ~ 14.19 crore as on 3 1 March 201 3. 

We recommend that the Department should take appropriate steps to 
reduce the arrears by fixing the target for reccvcry. 

17.4 Impact of audit 

17.4.1 Status of compliance to Audit Reports (2007-08 to 2011-12) 

In the Audit Reports of the years 2007-08 to 20 11-1 2. we had pointed out 
cases of underassessment, non/short realisation of royalty/dead rent/contract 
money, non-levy of interest on belated payment. non-imposition of penalty 
etc. with revenue implication of~ 1142.38 crore in 43 paragraphs. While the 
Department accepted observations of ~ 670.82 crore. it recovered a sum of 
only~ 69.05 crore (as on March 20 13), as shown in the table no. 7.3 : 

Table No. 7.3 
(~in crorc) 

\'ear of Number of \loney No. of \loney No. of Amount 
Audit paragraphs value paragraphs \'Blue of paragraphs reco,·ered up 
Report accepted accepted against which to 31.03.2013 

paragraphs recover]' made 
I. 2. 3. 4. 5. 6. 7. 

2007-08 I 395.76 I 3 18.83 I 63 .33 

2008-09 8 102.93 7 99.99 5 2.28 
2009-10 11 447.89 8 144.41 6 2.63 
2010-1 1 11 11 5.46 8 83.67 5 0.8 1 
20 11 -12 12 80.34 3 23.92 . -
Total 43 1142.38 27 670.82 17 69.05 
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The percentage of recovery as compared to the accepted cases has been low 
during the last fi ve years except in the year 2007-08. 

We recommend that the Government should take appropriate steps to 
recover the amounts involved, at least in the accepted cases. 

7.4.2 Status of compliance to outstanding Inspection Reports (IRs) 
(2007-08 to 2011-12) 

During the period 2007-08 to 20 11 - 12, through our IRs we had pointed out 
cases of non/short levy/realisation, underassessment, loss of mining receipts 
etc. with revenue implication of ~ 3077.74 crore in 5,694 cases. Of these, the 
Department/Government had accepted audit observations in 4,716 cases 
invol ving ~ 2209.33 crore and had since recovered~ 3 16.60 crore in 764 cases 
(as on 3 1 March 201 3). The detail s are shown in the table no . 7.4: 

Table No. 7.4 
~in crore) 

No. of Objected Accepted Recovered Percentage of 
Inspection units recovery to 

No. of Amount No. of Amount No. of Amount Reports 

I. 

2007-08 

2008-09 

2009-10 

20 10- 11 

20 11 -12 

audited amount accepted 
cases cases cases 

2. 3. 4. 5. 6. 7. 8. 9. 

34 1474 513.88 1457 97.25 82 9. 15 9.40 

34 433 333 .73 368 240.07 221 40.76 16.98 

34 1384 1774.20 674 143 1.55 156 165.11 11.53 

37 1087 283.98 1072 269.66 267 92. 18 34. 18 

32 13 16 171. 95 1145 170.80 38 9.40 5.50 

Total 5694 3077.74 4716 2209.33 764 316.60 

The percentage of recovery as compared to the accepted cases has been very 
low over the last fi ve years. We brought this issue to the notice of the Head of 
the Department as well as the Finance Secretary of the Government 
(August 20 13). 

17.4.3 Status of Inspection reports (2012-13) 

Test check of the records of 35 units (Revenue ~ 18 I 6.20 crore) out of 5 1 
units relating to Mining Receipts during 20 12-13 revealed non/short 
realisation of revenue and other irregularities invo lving ~ 190.35 crore in 992 
cases which fa ll under the following categories as depicted in the table 
no. 7.5: 
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Table No. 7.5 
~in crore) 

SI. Categories No. o f A mount 
No. cases 

I. 2. 3. 4. 

I. " Mining Receipts in Madhya Pradesh" A Review I 46.43 

2. Non/short levy of dead rent/royalty 300 25.98 

3. Non-assessment of rural itifrastructure and road development tax 142 99.4 1 

4. Short realisation o f contract money in trade quarries 104 1.23 

5. Other o bservations 445 17.30 

Total 992 190.35 

During the cour~e o f the year, the Department accepted non/short 
realisation/levy of revenue and other defi ciencies of~ 142.90 crore in 90 I 
cases, which were pointed out in audit dur ing the year 201 2- 13. 

A review of "Mining Receipts in Madhya Pradesh" involving revenue 
implication of~ 46.43 crore including audit observations of transaction audit 
of previous year are mentioned in the following paragraphs. 

!7.5 Audit observations 

We scrutinised application fee for lease/permit/prospecting li cense, royalty, 
dead rent, interest for be lated payments of dues and road development tax in 
District Mining Offices and found several cases of non observance of the 
provisions of the Acts/Rules, non/short levy of dead rent/royalty/contract 
money/road deve lopment tax and other cases mentioned in the succeeding 
paragraphs of this chapter. These cases are illustrati ve and are based on a test 
check carried out by us. uch omissions on the part of the assessing authorities 
have been pointed out in earlier Audit Reports. Reference to paragraphs 
included in thi s Report anci having s imilar observations raised earlier is given 
in Annexure-1 , but not onl y do these irregularities continue to persist, these 
remain undetected ti ll audit is conducted. There is need for the Government to 
improve the internal control system so that such omissions can be avoided. 
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17.6 A Review of"Mioing Receipts in Madhya Pradesh" 

I Highlights 

• Unauthorised excavation and extraction of minerals beyond the 
approved mining plan led to non-recovery of cost of minerals 
amounting to~ 8.0 I crore from seven lease holders. 

(Paragraph 7.6.17) 

• Irreparable damages were caused to environment due to illegal mining. 

(Paragraph 7.6.18) 

• There was non/short realisation of contract money of~ 1.43 crore and 
interest of~ l.9-i crore on belated payments of royalty and dead rent. 

(Paragraph 7.6.19 and 7.6.20) 

• Inaction of the Department resulted in short reali sation of royalty and 
dead rent of~ 6.88 crore. 

(Paragraph 7.6.21 and 7.6.22) 

• There was short levy and collection of Rural Infrastructure and Road 
Development Tax and Stamp Duty and Registration Fees of 
~ 28.97 crorc. 

(Paragraph 7.6.23 and 7.6.24) 
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17.6.1 Introduction 

Madhya Pradesh is one of the rich mineral bearing State in the country. It has 
deposits of bauxite, coal. copper ore, diamond, limestone. manganese. rock 
phosphate etc. Minerals are di vided into two categories i.e. major and minor 
mineral. Minor minerals includes stone. flag stone, gravel, ordinary clay, 
marble. sand, murrum and other mineral which the Central Government may 
by notification declare to be minor mineral. All other minerals such as bauxite, 
coal, copper ore, diamond, limestone, manganese, rock phosphate, diaspore, 
pyrophyllite and ochre as avai lable in Madhya Pradesh are termed as major 
minerals. 

Mining receipts comprise mainly of application fees for lease/permit/ 
prospecting license. royalty, dead rent. surface rent, fines and penalties. 
interest fo r belated payment of dues and road deve lopment tax. 

Audit reviewed the functioning of the Mineral Resources Department 
regarding assessment. levy and collection of mining receipts. It revealed a 
number of system and compliance deficiencies which are mentioned in the 
succeeding paragraphs. 

17.6.2 State Mineral Policy 

For optimal utilisation of mineral resources and sustainable development of 
the mineral sector, the National Mineral Policy 2008 was framed by the 
Central Government. A Model State Mineral Policy, 2010 was circulated to all 
the State Governments requiring them to develop suitable mineral policy for 
their States within the ambi t of the National Mineral Policy, keeping in view 
their local requirements. The Government of Madhya Pradesh, Mineral 
Resources Department formulated Mineral Policy, 20 I 0 to ensure scientific, 
systematic and sustainable development of mineral resources and all 
environmental & ecological issues. 

17.6.3 Audit scope and methodology 

The review of Min ing Receipts covering the period from 2008-09 to 2012- 13 
was conducted to examine the mechanism fo r assessment, levy and collection 
of Mining Receipts. We selected 13 units1 of Mineral Resources 
Department out of 50. We test checked 224 out of 805 major mineral leases 
and 679 out of 2046 minor mineral leases (Quarry leases and Trade 
Quarries) in the 13 selected units between April and June 2013. 

Besides, we have also included in this report, the i1Tegularities noticed in 
previous years while conducting transaction audits of the 22 units2

. The audit 
objectives, criteria and methodology were discussed with ecretary, Mineral 
Resources Department in the Entry Conference held in May 2013. The draft 
review report was forwarded to the Government and Department in August 

Alirajpur, Anuppur, Balaghat, Betul, Chhatarpur, Damoh. Indore. Jablapur, KaLni, 
Satna, Shahdol, Sidhi and Tikamgarh 
Ashoknagar, Bhind, Bhopal, Chhindwara, Dewas, Dhar, Diamond officer (Panna) 
Gwalior, Hoshangabad, Mandsaur, Narsinghpur, Neemuch. Panna , Raisen, Rewa, 
Sagar. Sehore. Seoni, Shivpuri. Ujjain. Umaria and Yidisha 
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2013 and discussed in the Exit Conference held in August 2013. The 
Secretary represented the Government whi le the Director represented the 
Department. The views of the Government have been incorporated wherever 
received. 

7.6.4 Audit Objectives 

The Review was conducted with a view to ascertain whether: 

• The system for levy and collection of mining receipts was efficient and 
effective; 

• Adequate provisions ex isted and were adhered to by the Department 
for determination and collection of mining receipts; 

• Action taken in the cases of default or illegal excavation of minerals 
was effecti ve; and 

• An effective internal control and monitoring mechanism was in place 
in the Department to prevent leakage of revenue. 

17.6.5 Audit criteria 

The audit criteria were derived from the fo llowing: 
• Mines and Mineral (Regulation and Development) Act, 1957; 

• Mineral Conservation and Development Rules, 1988; 

• Mineral Concession Rules. 1960; 

• Madhya Pradesh Minor Mineral Rules. 1996; 

• Madhya Pradesh Rural Infrastructure and Road Development Act, 

2005; 

• Madhya Pradesh Minerals (Prevention of illegal mining, 
transportation and storage) Rules, 2006. 

• Indian Stamp Act, 1899 
• Indian Registration Act I 908; 
• Air (Prevention and Control of Pollution) Act. 1908; and 
• Water (Prevention and Control of Pollution) Act, 1974 

17.6.6 Acknowledgement ) 

Indian Audit and Accounts Department acknowledges the co-operation of the 
Mineral Resources Department in providing necessary information and 
records for audit. 

I 1.6.7 Working of Internal Audit Wing 

Internal audit is a vital arm of internal control mechanism and is generally 
defined as the control of all controls. It helps the organisation to assure that the 
prescribed systems are functioning reasonab ly wel l. 

We observed that no internal aud it wing existed in the Department. ln the 
absence of thi s, internal audit of the mining units was not conducted during the 
period 2008-09 to 20 12-1 3. 

We recommend that Internal Audit wing may be form ed to ensure 
regular internal audit for eliminating the weakness and defective 
practices in the system and resultant leakage of revenue. 
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I Audit Findings 

I System deficiencies 

17.6.8 Human Resource Management 

To safeguard the realisation of revenue. there is a need lo deploy sufficient 
man power as per sanctioned strength determined by the Government. 

Information taken from Directorate. Geology & Mining ind icated that the 
Department carried out its activit} during last five years \\ ith insufficient man 
power. The shortfa ll in man power ranged between 3 1 per cent and 37.5 per 
cent and it was about one third of the sanctioned strength . This has ad\ ersely 
a ffected the assessment. maintenance of basic records. inspection of mines as 
per provisions, rea lisation o f arrears of r~venue etc. The Department has a lso 
fa iled to check the cases of illegal mining and transportation activi ties. The 
details of working strength vis-a-vis the sanctioned strength are shown in the 
table no. 7.6: 

Table No. 7.6 

SI. No. Year Sanctioned Strength Working Strength Shortage Shortfall in 

I. 
I. 

2. 

3. 

4. 
5. 

percentage 
. - . 

2. J. 4. 5. 6. 
2008-09 790 540 250 3 1.64 

2009-10 789 542 247 31 .30 

20 10-1 I 842 526 3 16 37.53 

20 11-1 2 842 556 286 33.97 
20 12-13 841 570 27 1 32.00 

(Source: Information.furnished by Direcrorare) 

After we pointed this out (June 201 3 ), the Department stated (June 201 3) that 
the proposals for filling the vacant posts were sent from time to time to the 
Government and that the process of the same was pending at Government 
level. 
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17.6.9 Submission of returns 

7.6.9.1 Prospecting licensee 

Rule 16( 1) (2) of the Mineral Concession 
Rules, 1960 provides that prospecting 
licensees shall submit to the State 
Government a six monthly report of the work 
done by them. The licensees sha ll also 
submit, within three months of the expiry Qf 
the license, a fu ll report of the work done by 
him in the course of prospect ing operations in 
the area covered by the license. Under Rule 
8(1) of Mineral Conservation & Development 
Rules, 1988 a yearly report of the prospecting 
operation carried out shall be submitted by 
licensee in Form B. Further, Rule 15(2) Part 
III sub rule ( l) of Mineral Concession Rules, 
stipulates that in the event of non-submission 
of returns Government may fo rfe it whole or 
any part of security deposit a fter giving thirty 
days notice. 

Test check (between 
April and June 20 13) 
of prospecting license3 

case fil es or 12 
DMOs4 indicated that 
no record/ registers 
were maintained to 
monitor the receipt of 
six monthly/yearly 
reports. Only 10 six 
monthly returns \'vere 
submitted against 200 
returns due for 
submission during 
2008-09 to 20 12-1 3. 
Yearly return v\ as not 
submitted by any 
licensee during the 
period. 

We recommend that the Government may consider establishing a 
mechanism to ensure submission of prescribed returns by the prospecting 
licensees including imposition of penalty. 

7.6.9.2 Quarry leases 

According to Rule 30(20)(a)(b)(c) of the 
Madhya Pradesh Minor Mineral Rules, 1996 
every Jessee of quarry lease sha ll furni sh 
monthly, six monthly and annual return to 
the DMOs in the prescribed forms at 
specified dates, fa iling which the lease 
sanctioning authority wi ll impose penalty 
not exceeding an amount equivalent to twice 
the amount of annual dead rent. 

We test checked (between 
January and June 20 13) 
459 case fil es or quarry 
lcase5 out of tota l number 
of 14 10 quan y leases in 
13 DMOs and fo und that 
as many as 459 yearly, 
918 half yearly and 5508 
month!) returns were due 
for submission. We 
noticed that 3 7 lessees in 
three DM0s6 had not 

submitted 678 monthly. I 11 half-yearly and 54 yearl) returns for the period 

b 

Prospecting license means a license granted for the purpose or undenat..ing 
prospecting operations 
Alirajpur, Anuppur. Balaghat. Betul. Chhatarpur. Damoh, Jabalpur. Katni. Satna, 
Shahdol. Sidhi and 1 it..amgarh 
Quarr) lease means a minmg lease for minor minerals 
Indore. Sidhi and Tit..amgar_h __________________ _ 
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2008-1 3 as per the requirement of above said rules. Neither did the 
Department pursue wi th lessees to ensure submission of the returns nor did the 
lessee submit the same. DMOs did not also impose penalty as per rule. The 
Government has also not prescribed any register for monitoring the receipt of 
prescribed returns from the lessees. 

The Government may consider prescribing the maintenance of 
appropriate registers for monitoring the submission of returns by the 
lessees to ensure effective control on assessment of mining receipt. 
Government may also enforce penalty provision to ensure better 
compliance. 

17.6.10 Non-maintenance of demand and collection register 

According to the instructions issued 
(September 2005) by Director, Geology and 
Mining, the DMOs are required to maintain 
the demand and collection register (Khatoni) 
which contains details of fixed (dead rent) 
and fluctuating demand (royalty) for mining 
and quarry leases along wi th the details of 
surface rent, dead rent, total fixed demand, 
amount paid, date of payment, quantity 
extracted, royalty due, interest etc. 

There was no system 
preva iling m the 
Department to monitor 
the proper maintenance 
of Khatoni and its 
timely submission to the 
higher authorities. 

VVe test checked 
maintenance of Khatoni 
in 13 DMOs and found 
that while in four 
DMOs7 demand and 

collection register were maintained properly, Khatoni register was not at all 
maintained in two DMOs (Alirajpur and Balaghat). In seven DMOs8

, the basic 
records were maintained but the entries related to demand and collection was 
not found recorded. As a result, the Department was not in a position to verify 
the details in respect of surface rent, dead rent, total fixed demand, amount 
paid, date of payment, quantity extracted, royalty and interest thereon and 
issue necessary demand notices. 

17.6.11 Non maintenance of records for issue of Permits 

According to Rule 68(1) of Madhya Pradesh 
Minor Mineral Rules the collector shall grant 
penmss1on for extraction, removal and 
transportation of minor minerals from specified 
quarry or land which may be required for the 
work of any Department. Further, permissions 
were to be issued onl y when advance royalty 
calculated at the rates specified in Schedule III 
is collected. 

Damoh, Katni, SaLna and Shahdol 

Records related to 
temporary permits for 
removal of minor 
minerals for Central 
and tate Governments 
and their undertakings 
in 13 DMOs (between 
April and June 20 13) 
indicated that no 
register/record had 
been maintained by the 

Anuppur, Berul, Chhatarpur, Indore, Jabalpur, Sidhi and Tikamgarh 

146 



Mining in excess 
of quantity 
permitted by 
Pollution Control 
Board had an 
adverse impact 
on the 
environ men!. 
The Department 
did not recover 
mitigation cost 
from the lessee 
for the damages 
caused to 
environment. 

Chapter - VJ/: Mining Receipts 

Department to watch the number of temporary permits issued and the royalty 
paid. In the absence of non-maintenance of records the possibility of delay in 
receipt of royalty on removal or mineral cannot be ruled out. 

17.6.12 Compliance to environmental norms 

The Nationa l Mineral Policy, 2008 recognises the close link.age of mining with 
forest and environment issues. It emphasises upon development of a frame 
work for sustainable development taking care of bio-diversity issues and to 
ensure that mining activity takes place along with suitable measures for 
restoration of ecological balance. 

7.6.12.1 Excess production over the Pollution Control Board (PCB) 
consent 

According to Section 2 1 of A ir (Prevention 
and Pollution Control) Act, 1981 and Water 
(Prevention and Pollution Control) Act, 
1974, the pennission regarding maximum 
production of mineral in a mine in a year is 
given by MP Pollution Control Board 
(MPPCB), considering all aspects relating to 
the protection of environment and it is the 
duty of Department to adhere to the 
instructions given in the PCB permission. 
The Government vide their circular issued in 
A ugust 2011 directed all Collectors to 
forward the proposal for prosecution against 
such lease holders who had excavated the 
excess quantity than approved in the mining 
plan or beyond permitted quantity mentioned 
in environmental clearance consent given by 
MP PCB. 

During scrutiny or case 
files related to quarry 
lease in DMOs Sidhi 
and Ti kamgarh, we 
noticed that four 
lessees out of 110 test 
checked were given the 
production permission 
of 85928 cum of 
crushed stone (gilli) 
and boulder by the 
MPPCB. The lessees, 
however, illegally 
produced 151228 cum 
material (gilli and 
boulder) between 
January and December 
20 12, which was in 
excess of permissible 
limit by 65300 cum. 
Mining in excess of 

permitted limits not only had an adverse impact on the environment but also 
cou ld result in withdrawal of permission by PCB with resu ltant loss to the 
Department in the form of royalty. DMOs neither advised the lessees to 
restrict their mining with in the permissible limits nor intimated the violation to 
the PCB for taking necessary action agai nst the lessee. Besides, the case files 
also do not indicate any action taken by the Department fo r recovery of 
mi tigation costs from the lessee for the damages caused to environment. 
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Mining 
operations were 
undertaken by 
two lessees 
without 
environment 
clearance from 
MOEF. 

r 
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7.6.12.2 Operations of mines without environment consent 

As per the notification (September 2006) 
of Ministry of Environment and Forest 
(MOEF), every lessee shall submit 
environment clearance in respect of lease 
of more than fi ve hectares within six 
months from the date of receipt of 
sanction. 

We noticed (May 2013) in 
DMO, Anuppur that the 
environment clearance from 
MOEF in case of two out of 
five lessees of bauxite mines 
were not on record. These 
lessees, however. continued 
their mining operations and 
the Department did not take 

any steps to ensure submission of the requisite certificate from the MOEF. 
Further, the lessees had produced 305630 MT and 31 1881.06 MT bauxite 
during 20 11 -12 and 2012-13 respectively. This indicated an indifferent 
attitude towards meeting environmental norms. 

7.6.12.3 Non adherence to instructions of Pollution Control Board 

As per the rule, every holder of a prospecting 
license or a mining lease shall take all possible 
precautions for the protection of environment 
and control of pollution while conducting 
prospecting, mmmg, beneficiation or 
metallurgical operations in the area. 

adhere the following: 

Case files indicated 
that the lessee had 
taken No Objection 
Certificate (NOC) 
from Madhya Pradesh 
Pollution control 
Board (MPPCB) with 
the instructions to 

• Mines shall install and operate appropriate air pollution contro l 
equipment at all points of emission and shall ensure that these are 
always kept in working order all the time; 

• Mines shall do more tree plantation in and around the factory premises 
to improve the environmental conditions; and 

• Mines shall submit ambient air quality monitoring report to the PCB 
once in three months regularly. 

We observed in four DMOs out of the 13 test checked, that the instructions 
issued by MPPCB had not been adh ered to by the lessees. DMOs also did not 
ensure compliance with the instructions issued by the MPPCB while granting 
NOC to the lessees. Despite this, renewal of clearance certificates had 
regularly been done. Thus, the respective DMOs did not enforce the 
provisions of the Act. 
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The Department 
did not cancel 
the inoperative 
mines and 
resellle \\ ith the 
other \\ i II ing 
persons for 
belier mineral 
development. 

Absence of 
provisions for 
timel~ disposal 
of applications 
resulted in 
huge 
accumulation 
of un-disposed 
applications 
for license. 

Chaptt!r i'I I: 'lfi11i11~ Rt!ct!tpts 

17.6.13 Non cancellation of leases of inoperative mines 

According to Rule 28 ( I) of Mineral 
Concession Rules, if any lessee does not 
commence mining operations within one year· 
from the date of execution or lease deed or the 
operation is discontinued for a continuous 
period of one year, after commencement or 
such operations, the State Government shall. 
by an order, declare the mining lease as 
lapsed. 
' it was revised to two years with effect from July 2012. 

During scrutin; of the 
mining lease 9 case files 
in two DMOs. 
(Balaghat and Bctul). 
between May and June 
20 13. we observed that 
the Department did not 
apply the rule to 
declare the leases as 
lapsed in three cases. In 
OMO. Balaghat. one 
lessee had discontinued 

mining operation since 200 I and in other two cases one lessee did not 
commence operation after a lapse of 54 months and the other lessee 
discontinued mining operation in 20 I 0. In these leases, mining operations 
remained inoperati\'e for the period ranging between two and 11 years. The 
Department did not cancel the inoperative mines for discontinuance of the 
mining operation for a continuous period of two years and resettle with the 
other prospective lessees for better mineral development. 

17.6.14 Issue of mineral dealers license 

According to Rule 7( I) of Chapter-IV of 
Madhya Pradesh Mineral (Prevention of illegal 
mining, transportation and storage) Rules, 
2006, mineral dealer licenses are to be issued 
to dealers intending to store minerals. 
However. no time limit has been prescribed by 
the Department to dispose of the appl ieations. 

We observed from 
infom1ation collected 
from 11 DMOs 10 

(bet\\ccn April and June 
20 13) that out of 889 
applications received 
during 2008-09 to 
20 12- 13 for issue of 
mineral dealers 

I icense 11
• only 469 applications were finalised and I icences were issued. 

Details are given in the table no. 7.7: 

Ill 

II 

Mining lease means a lease granted for the purpose of underta!...ing mining operations 
and includes a sub-lease granted for such purpose 
Alirajpur. Anuppur. Balaghat. Betul. Chhacarpur. Damoh. Indore. Katni. Satna. Sidhi 
and Tikamgarh 
Mineral dealer license arc granted for the purpose of transporting, storing and trading 
of major mineral and for the purpose of transpo11ing. storing, trading and for use in 
construction \\Ori... of minor minerals 
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Inspection of 
mines was not 
undertaken once 
in every six 
months by 
Mining 
Inspector. 
though 
prescribed . 
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Table No. 7.7 

Year Opening Application received Application disposed of Closing balance 
Balance during the year during the year Cumulative 

I. 2. 3. 4. 5. 

2008-09 19 120 101 38 

2009-10 38 94 46 86 

20 10-11 86 109 52 143 

201 1-12 143 266 115 294 

2012-13 294 281 155 420 

(Source: !1?fnrmationfurnished by Mining Offices) 

Due to the absence of provision to monitor the timely disposal of application 
for license, there was a huge accumulation of un-disposed applications. 

We recommend that the Government may consider prescribing time limit 
for disposal of dealer license applications in the interest of revenue as well 
as minimise scope of illegal transportation and storage of minerals. 

According to the instructions issued by the 
Director, Geology and Mining Madhya Pradesh 
in March 1978, Mining Inspector (MI) is required 
to inspect mines in his area once in every six 
months during April to September and October to 
March to ensure that terms and conditions laid 
down in lease deeds are observed by the lessees 
and extraction of minerals is not carried on 
outside the leased area. 

Information regarding 
inspection of mines 
by Mining Inspector 
collected from test 
checked DMOs for 
the period 2008-09 to 
2012-13 indicated 
that the short fall in 
inspection of mining 
lease in three districts 
Anuppur, Sidhi and 

Tikamgarh ranged between 50 per cent and 77.3 per cent. while in case of 
quarry lease. it was between 46 per cent and 79.2 per cent. We fUJ1her noticed 
(June 2013) that no inspection was carried out by the MI in Dam oh and 
Shahdol district for the period between 2008-09 and 2012-13 . 

The Government may consider prescribing a periodic report/return to be 
furnished by the MI to the higher authorities to ensure inspections of 
mines by the Mining Inspectors according to prescribed norms. 
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Absence of 
provision of 
e-auction 
deprived the 
Government 
of competitive 
rates. 

I 7.6.16 Non provision of e-auction 

As per Rule 36(2) of MP Minor Mineral Rules, 
notice of auction shall be published in Fotm XV 
at least 15 days before the auction on the notice 
board or any conspicuous place by way of 
fixing the copy of such notice thereon in the 
office of the concerned Gram Panchayat, 
Janpad Panchayat, Ji/a Panchayat etc. and the 
vi llage where the quarries are situated. 

Chapter - I'll · \lining Receipts 

We observed 
(between Apri I and 
June 2013) in 13 
DMOs that trade 

. p 
quarries - \Vere not 
auctioned by way or 
e-auction. In the 
absence of speci lie 
prov1s1ons in the 
rules/instructions, the 

Government lost an opportunity to secure competitive rates that could accrue 
through wider publicity from e-auction. We furthe r noticed that Western 
Coalfields Limited. a central public sector undertaking invites bids through 
e-auction with a view to obtain better rates. 

We recommend that the Government may consider e-auction of trade 
quarries to obtain competitive rates in a transparent manner. 

12 Trade quarry means a quarry for which the right to work is auctioned. 
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Non recovery of 
cost of minerals to 
the tune of ~ 8.0 1 
crore due to non 
observance of 
MM DR Act in 

four districts. 

Audit Report (Revenue Sector) for the year ended 31 March JO 13 

!compliance issues 

7.6.17 Non-levy/recovery of cost of minerals on unauthorised 
excavation 

As per Rule 13(1) of Mineral Conservation 
and Development Rules, 1988, every holder 
o r a mining lease shall carry out mining 
operations in accordance with the approved 
mining plan. If the mining operations are not 
carried out in accordance with the minjng 
plan, the Regional controller, Indian Bureau 
of Mines (IBM) or the authorised officer may 
order suspens ion of all or any of the mining 
operations. Further, Section 21 (5) of the 
Mines and Minerals (Development and 
Regulation) Act, 1957 envisages that 
whenever, any person raised without any 
lawful authority, any mineral from any land, 
the State Government may recover from such 
person the mineral so rai sed, or where such 
mineral has already been di sposed o f, the 
price thereof along with royalty. 

We noticed (between 
April and June 2013) 
from the records 
re lating to mmmg 
leases that in four 
DMOs13 out of 13 
DMOs test checked, 
seven mmmg lease 
ho lders excavated 
mineral in excess or 
limits prescribed in the 
approved mm mg 
plan14 without the 
pnor approval o f 
revised mmmg plan . 
Though. the lease 
holders had paid the 
royalty applicab le on 
excess excavation cost 
of minerals was 
neither worked out nor 

demanded by the Depa11ment. We further observed that the prescribed 
periodic returns were not found to be submitted in records. In the absence of 
returns the OMO is not in a position to detect excess excavation beyond 
approved quantity of mineral s in the mining plan. Thus, the excess production 
over and above the allowed quantity was illegal, which attracted recovery of 
cost of mineral amounting to~ 8.0lcrore 15 as given in the table no. 7.8: 

13 

14 

15 

Anuppur. Balaghat, Jabalpur and Sauia 
Mining plan is prepared lo regulate the production of the proposed minera ls which 
includes legal and scientific mining, protection of envi ronment etc. and it is prepared 
by IBM certified Geologist 
The cost of minerals has been worked out on the basis of mini mum rates published 
by IBM for that year 
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SI. 
No. 

I. 

I. 

2. 

3. 

4 

5. 

6. 

7. 

Chapter - I'll: Mining Receipts 

Table No. 7.8 

Name of Mineral Period Quantity Quantit} Excess \ aluc of Rccovcra ble 
l>J\10 as per actual!} quantity minerals amount 

mining excavated (in MT) (in MT) (~in lakh) 
plan (in l\IT) 

(in ~IT) 

2. 3. ... s. 6. 7. 8. 9. 

Anuppur Bauxite 2011-12 110745 181035 70290 115 80.83 

Satna Lime stone 201 1-12 953 1 21600 12069 72 8.69 

Jabalpur Iron ore 2010-1 1 60000 45 1030 391030 167 653 02 

Jabalpur Iron ore 2010-1 1 81000 93625 12625 167 21.08 

Balaghat Manganese 2009- 10 400.80 2229.490 1828.69 960 17 55 

Balaghat Manganese 2009-11 0.00 1190 1190 960 11.42 

Balaghm Manganese 2009- 10 900 1770.52 870.52 960 8.36 

Grand Total 800.95 
(Sa)~ 8.01 crorc) 

During Exit Conference (August 20 l3). the Government stated that the 
Department had already issued c irculars (August 20 l I) to initiate action fo r 
cancellation of mining lease and prosecution proceedings against the 
defaulters. 

17.6.18 Irreparable damages to environment due to illegal mining 

Section 2 1 ( 5) of the Mines and Minerals 
(Development and Regulation) Act 1957, 
envisages that whenever, any person rai sed 
without any lawful authority, any mineral 
from any land, the State Government may 
recover from such person the mineral so 
raised, or where such mineral has already 
been disposed of. the price thereof along 
with royalty. Further, Rule 53(5) of the MP 
Minor Mineral Rules, 1996 envisages that 
the cost of mineral. computed at l 0 times 
the market value of mineral or 20 times of 
royalty so extracted whichever is higher is 
to be recovered from the person who rai sed 
and di spatched minor mineral illegall y. 

Accord ing to the 
Mineral Policy, 20 I 0 a 
high level reso lution 
sate llite data shall be 
used to detect illegal 
mmmg. Grid based 
maps will be made 
compulsory at the ti me 
of sanctioning/renewing 
mining leases to ensure 
accurate location of the 
mining area. 

Scrutiny of fil es related 
to illega l mining of 
minerals at Directorate, 
Geology and Mining 
indicated that 2920 
cases of illegal 

excavation of minor minera ls involving cost of~ 3.88 crore and 27820 cases 
of illegal transportation involving ~ 34 .47 crore were registered between 
period 2008-09 and 20 12-13 as detailed in the table no. 7.9: 
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Table No. 7.9 

\ 'tar !'io. or casts rtgi§lrrrd :\mount or pt'nalt~· rtCOHrtd 

''in lakh) 

mexat Illegal Total lllq:at ncaution lllra-1 total 
ncaueion lransportalion lran~portalion 

I . 2. J. ... s . 6. 7. 

2008-09 -161 -1066 -1527 50 .t8 261185 3 19J 3 

2009-10 528 5693 6221 3609 -106.88 -1-12 .97 

2010-11 -112 5227 5639 66.93 653.71 720.6-1 

2011 -12 879 6-1 19 7298 91 66 97299 I 06-1 65 

2012-13 6-IO 6-115 7055 142 38 11-14 '.18 1286 76 
-

Grand 2920 27820 307-10 3875-4 34-46.81 383.&.JS 
To1al ~a) 'J.88 crore Sil\ ' 3.£.-16 crore Sa" t 38.3-1 c.- rorc 

(Source: Jnformation f umished by the Directorate) 

Since the work was undertaken clandestinely with a \ iC\\. to evade pa) mcnt of 
royalty and other charges, scientific mining had not been adopted. In such 
cases. irreparable damages were caused to environment but in absence of 
provisions, no compensation amount could be recovered. Further. v .. e noticed 
(June 20 13) in 13 DMOs that on detection of illegal mining/transport of 
minerals: panchanamas are prepared and got entered in a register to monitor 
the recovery of cost. The cases of illegal excavation and dispatch of minerals 
are either compounded by recovering cost of mineral or by lodging a case in 
the court through police. The registers prepared for moni toring the cases were 
incomplete. as no entries relating to cases of illegal mining registered. 
recovery of cost of minera l. the quantity of mineral seized. penalty imposed 
thereon and cases pending in Sub-Divisional Magistrate Court were not found 
recorded. No norms of inspection fo r prevention of illegal excavation/dispatch 
of minerals had been fixed by the Department. The Department also failed to 
set up high level resolution satell ite data to detect illegal mining as per 
requirement of Mineral Policy. 20 10. 

During Exit Conference (August 20 13). the Government stated that the 
meetings to set up high level resolution satellite data were conducted with 
National Info rmation Centre and other concerned organisations. 

We recommend that provision may be made for recovery of damages 
caused to environment and cost of reclamation of the area due to illegal 
excavation of minerals and a mechanism to ensure reclamation of affected 
areas may be put in place to avoid irreparable damage to the 
environment. 
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Inaction of 
Department to 
recover 
contract mone) 
of'{ 1.43 crore. 

[7.6.19 Non/short realisation of contract money 

I 

l 

Rule 37 (i) of Madhya Pradesh Minor 
Mineral Rules. 1996 and condition no. 
5(i)/ 9 of the contract agreement for trade 
quart) stipulates that every contractor has 
to pay contract money to the State 
Government on the scheduled date. It 
further provides that if the contract money 
or any other dues remain unpaid for more 
than one month. the contract will be 
cancelled and quarry will be re-auctioned. 
Consequent upon re-auction of the quarry. 
if the Government sustains any loss. the 
same was to be recovered from the 
defaulting contractor as arrears of land 
revenue. 

We observed (between 
March 2012 and June 
2013) during scrutiny of 
case files of 320 trade 
quarries test checked out 
of 935 trade quarries in 
26 DMOs 16 that contract 
money of ~ 1.78 crore 
from 149 contractors in 
25 DMOs was due for 
payment. The contractors. 
however. had paid an 
amount of ~ 35.33 lakh 
only. We also observed 
that demand and 
collection register was 
not maintained in these 
units. DMOs should have 

collected the contract money on installment dates Calling due. Neither was the 
contract money collected nor was the action for forfeiting the security deposit 
or cancellation of trade quarries taken. This resulted in short realisation or 
contract money or~ 1.43 crorc as detailed in A1111ex11re-X. 

J 7.6.20 Non-levy/realisation of interest on belated payments 

7.6.20.1 Mining Lease 

According to Rule 64 (a) of Mineral 
Concession Rules. 1960. a lessee is 
liable to pay royalty. rent and rates by 
the prescribed date. failing which he is 
liable to pay simple interest at the rate 
of 24 per cent per annum from the 
sixtieth day of the expiry of the 
stipulated date till the date of payment 
of such royalty. 

We observed (between June 
2012 and June 2013) during 
scrutin) or case files related to 
mining lease in five DMOs17 

out or 14 DMOs test checked 
that Ii' e lessees of mining 
lease \\.ho had submitted 
monthly returns out or 73 
lessees test checked had 
delayed the payment of 
ro) alty by 25 to 630 days 

during the period 2008-09 to 2012-13. The DMOs 18 did not initiate an) action 
to levy the interest in these cases by scrutinising the returns. In the remaining 
68 cases. interest if' any leviable could not be ascertained as the lessees in 

I" 

IX 

Alirajpur. Anuppur. Balaghat. Bctul. Chhatarpur. Damoh. Indore. Jabalpur. Katni. 
Satna. Shahdol. Sidhi and Tikamgarh ('{ 61.50 lakh) 
Bhopal. Chhindwara. De,.,,as, I loshangabad. Mandsaur. Panna. Raisen, Re\\a. Sagar, 
Sehore. Seoni. Shi\puri and Umaria ('{ 81.2?. lakh) 
Anuppur, Pa1111a. Satna. Sagar and Sidhi 
Anuppur, Satna and Sidhi ('{ 1.34 crorc) 
Diamond officer, Panna and OMO, Sagar('{ 3.0 I lakh) 
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these cases did not fil e the prescribed returns. This resulted in non reali sation 
of interest of < 1.37 crore as detailed inA1111exure-XJ. 

7.6.20.2 Trade Quarry 

Under the Madhya Pradesh Minor 
Mineral Rules, 1996 and condition no. 
5(i) of lhe contract agreement, 
contractors of trade quarries are 
required to pay contract money on or 
before the date indicated in their 
contract agreement failing which, the 
contractor is liable to pay in addition to 
the contract money. interest at the rate 
of 24 per cent per annum till the 
default continues. 

of < 29.22 lakh as detailed in Annexure-XJJ. 

7.6.20.3 Quarry Lease 

r 
I 

As per Rule 30(i) (d) of Madhya Pradesh 
Minor Mineral Rules, 1996, every lessee 
of quarry lease is required to pay dead rent 
or royalty under sub rule (a) and (b) to 
State Government within time failing 
which the lessee is li able to pay interest at 
the rate of 24 per cent per annum till the 
default continues, besides any penal action 
to be taken under the rules. DMOs should 

We observed (between May 
20 12 and June '.2013) during 
scrutiny of the case files and 
challans of contract money in 
respect of trade quarries of 18 
DMOs19 out of 23 DMOs that 
98 out of 275 contractors had 
delayed the payment of 
contract money for the period 
ranging from six to 548 days. 
The DMO did not initiate 
action for levy of interest on 
the delayed payments. This 
resulted in non levy of interest 

We observed (between 
March 2012 and June 
20 13) during scrutiny of 
case files and challans in 
respect of 170 out of 828 
quarry leases 111 23 
DM0s20 out of 26 
DMOs, the lessees had 
delayed the payment of 
dead rent 2nd royalty by 
five to 1267 days. The 
DMOs did not take any 
action for realisation of 
interest in these cases by 

issue demand letters to all lease holders in 
the beginning of January every year for 
the payment of dead rent in terms of Rule 
30 (a) of the rules ibid. 

.J sc rutini sing the challans 
and returns. This resulted 

in non realisation of interest of < 27.88 lakh as detailed in A1111exure -XIII. 

19 Anuppur, Balaghat, Damoh. Indore, Katni , Shahdol, Sidhi and Tikamgarh 
(~ 17.38 lakh) 
Ashoknagar, Bhopal, I loshangabad. Parma, Rewa. Sagar, Sehore, Seoni, Uijain and 
Umaria (~ 11 .84 lakh) 
Anuppur. Balaghat. Chhatarpur, Damoh. Indore, Jabalpur, Katni. Satna. Shahdol and 
Sidhi (~ 13.27 lakh) 
Ashoknagar, Bhind, Bhopal, Chhindwara, Dhar, Gwalior. Mandsaur, Narsinghpur, 
Parma, Rcwa, Sagar, Ujjain and Umaria (~ 14.6 1 lakh) 
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Non scrutiny of 
returns by 
DMOs resulted 
in non 
real isation of 
royalty. 

17.6.21 Short realisation of royalty 

7.6.21.1 Mining Lease 

According to Section 9 (i) of Mines and 
Minerals (Development and Regulation) 
Act 1957, every lessee in respect of 
mining lease shall pay royalty for the 
minerals removed or consumed by him at 
the rates prescribed in the schedule. 

Chapter VII: Mining Receipts 

Case files related to mmmg 
lease of DMOs, Anuppur, 
Balaghat, Chhindwara, Dhar 
and Sagar indicated 
(November 2012 to March 
2013) that five lessees out of 
50 test-checked lessees had 
paid ~ 10. 75 crore for the 

period 201 1-12 for consumption/transportation of manganese ore. iron ore, 
limestone, dolomite and coal against the payable amount of royalty of~ I 0.90 
crore. DMOs did not initiate action to recover the outstanding amount of 
royalty (March 2013). This resulied in non reali sation of revenue of~ 14.95 
lakh. l lad the DMOs undertaken timely scrutiny of the returns. the delay in 
reali sation of royalty could have been avoided. In the remaining 45 cases, 
royalty if any recoverable could not be ascertained as the lessees in these cases 
did not file the prescribed returns and furnished challans. 

7.6.21.2 Trade Quarry 

According to condition no. 5(2) of Rule 37 of 
M.P. Minor Minerals Rules, 1996 if the 
contractor extracts or carries away any 
quantity of mineral exceeding the prescribed 
quantity, he shall be liable to pay royalty at 
the prevalent rate for such excess quantity 
extracted or canied away. 

Case files related to 
trade quarry of Mining 
Offices, Anuppur, 
Balaghat, Bhopal, Seoni 
and Shivpuri districts 
indicated (between 
March 2012 and May 
2013) that 16 contractors 
out of 76 test-checked 
had paid royalty of 

~ 1.14 crore for removal of mineral against payable amount or~ l.35 crore. In 
remaining 60 cases, short payment of royalty could not be ascertained as the 
contractors in these cases did not file the prescribed returns. This led to non 
realisation of revenue to the tune of ~ 21.06 lakh to the Government. Case 
files further revealed that OM Os did not initiate any action to recover the 
royalty. 

157 



/ 

Inaction of 
the 
Department 
to recover 
dead rent of 
~ 6 crore. 
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7.6.21.3 Quarry Lease 

As per general conditions of quarry lease 
contained in Rule 30 (1) (b) of MP Minor 
Minerals Rules, 1996, lessee shall pa; the dead 
renl or royalty in respect of each mineral 
whichever is higher in amount but not both. The 
lessee shall pay royalty in respect of quantities of 
mineral intended to be consumed or transported 
from the leased area, no sooner the amount of 
dead rent already paid equals the royalty on 
mineral consumed or transported by him. 

lase files and 
returns related lo 
quarr; lease or nine 
DMOs21 ind icated 
(between .lune 2012 
and June 20 13) that 
35 lessees out of 343 
lest-checked lessees 
had paid royalt) of 
~ 1.45 crore 111 

respect of minerals 
removed against 

payable amount of~ I. 98 crorc \\hi ch resulted in non-realisation of revenue to 
the tune of~ 52.43 lakh. DMOs did not initiate action lo recover the balance 
amount of royalty in these cases by scrutinising the returns. In the remaining 
308 cases. royalty if any reco\ erable could not be ascertained as the lessees in 
these cases did not file the prescribed returns. 

J 7.6.22 Non/short realisation of dead rent 

7.6.22.1 Mining Lease 

11 

22 

According to Section 9A (i) of Mines and 
Minerals (Development and Regulation) Act 
1957, and rules made thereunder, every lessee 
of mining lease has to pay dead rent every year 
to the State Government at the rates prescribed 
in Schedule In of the Act in respect of all areas 
included in the lease provided that where the 
lessee becomes liable to pay royally for any 
mineral removed or consumed. he shall be 
liable to pay either such royalty or the dead rent 
in respect of that area, whichever is greater. 
Further. according to Rule 27 (conditions) sub 
rule (5) of MCR, 1960, if the lessee makes any 
default in the payment of royalty or dead rent. 
the State Government shall give notice to the 
lessee requiring him to pay the royalty or dead 
rent within sixty days from the date of receipt 
of the notice and if the royalty or dead rent is 
not paid determine the lease and forfeit the 
whole or part of the security deposit. 

From the 
information 

furnished by 12 
DM0s12 (between 
March 2012 and 
June 2013 ). we 
fou nd that 195 
lessees out of 23 1 
lessees test checked 
in respect or mining 
leases had not paid 
dead rent against 
the payab le dead 
rent of~ 3A6 crore 
for the period 
January 20 11 to 
January 2013. 
l lowever. the 
Department did not 
initiate any action 
e ither to get the 
outstanding dead 

Alirajpur, Betul, Indore, Katni, Satna. Shahdol and Til-.amgarh ( ~ 46.1..J lakh) 
Ashoknagar and Panna (~ 6.29 lakh) 
Anuppur, Balaghat, Chhatarpur. Jabalpur, Katni, Satna and Shahdol (~ 3. 1..J crore) 
Chhindwara, Neemuch. Panna. Rewa and Umaria (~ 32.38 lakh) 
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rent deposited or determine the lease and forfeit the security deposit. This 
resulted in non realisation or dead rent of~ 3.46 crorc. 

7.6.22.2 Quarry Lease 

According to Rule 30 (I) (a) of Madhya 
Pradesh Minor Mineral Rules, 1996, every 
lessee shall pay )early dead rent for every 
year. except for the first year, at the rates 
specified in Schedule IV. in advance for the 
whole year, on or before the twentieth day of 
the first month of the year. Further, condition 
no. 26 of this rule provides that in case of 
breach by lessee or any of the conditions 
specified in this rule. the Collector/Additional 
Collector shall give notice in \.\Tiling for 
breach committed b) lessee and direct him to 
remedy the breach within 30 days from the 
date of notice and if the breach is not 
remedied or shown proper cause, the 
sanctioning authority may determine the lease 
and forfeit the who le or part of the security 
deposit or in the alternative may receive from 
the lessees such penalt) for the breach not 
exceeding four times the amount of the said 
half yearly dead rent as the lessor may fix. / 

rent. 

We obsened 
{between March 
2012 and June 2013) 
during scrutiny of 
individual files of 
lessees of 32 
DMOs23 that 299 
lessees in respect of 
quarr) leases out of 
I~ I I test checked 
had paid dead rent of 
~ 33.70 lakh against 
the payable amount 
of ~ 2.88 crore for 
the period January 
20 I 0 to January 
1013. This resulted in 
short realisation of 
dead rent or ~ 2.54 
crorc. DMOs did not 
initiate action under 
the rules for the levy 
or pcnalt) and 
recovery of dead 

Anuppur. Balaghat. lktul. Chhatarpur. Damoh. Indore. Jabalpur. K.atni . Satna. 
Shahdol. 51dh1and I ikamgarh (~ 1.39 crore) 
Ashoknagar. Bhind. Bhopal. Chhind\\ara. De\\as. Dhar. Ciwalior Mandsaur 
Narsinghpur Neemuch. Panna Ra1 sen. Rcwa. Sagar. ~ehorc. Sconi. 5hi\ipuri. Ujjain: 
llmarin and \lid1sha (~ 1.1 5 crore) 



Absence of 
prov1s1011 to levy 
interest on delayed 
payment of Road 
Development Tax. 

Audit Report (Revenue Sec101) for the ye cir ended 31 March 1013 

7.6.23 Levy and collection of Rural Infrastructure and Road 
Development Tax 

7.6.23.1 Delayed payment of Road Development tax on working 
mines in rural areas 

Road Development Tax, as an additional 
resource is levied on the mines of minerals in 
rural areas specially in backward areas for the 
infrastructural and road development. It is 
recovered from the lessees on the basis of 
quarterly production. The Madhya Pradesh 
Rural Infrastructure and Road Development 
Tax Rules, however. did not provide for levy 
interest on belated payment of Road 
Development Tax. Whereas as per provision 
of Mineral Concession Rules 64(A) which 
regulates the major mineral, interest of 24 per 
cent per annum is Jeviable for delayed 
payment. 

Government was deprived of substantial revenue. 

During examination 
of records of Road 
Development Tax in 
Anuppur and hahdol. 
we observed (between 
May and June 20 13) 
in two cases out of 
nme test checked 
cases that the lessees 
paid tax of ~ 317.36 
crore for the period 
2005-06 to 2009-10. 
which was delayed by 
four months to fi ve 
years. Tn the absence 
of provision to levy 
interest. the 

We recommend that the Government may consider prescribing levy of 
interest in cases of belated pay ment of Road Development Tax in the 
interest of revenue. 
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7.6.23.2 Non/short payment of rural infrastructure a nd road 
development tax 

According to the provisions of Madhya 
Pradesh Rural Infrastructure and Road 
Development Act. '.2005 and notification 
dated September 2005, rural infrastructure 
and road development tax is leviable at the 
rate o f five per cent per annum of the 
market value of maj or minerals produced 
after deducting amount of royalty actually 
paid by the lessee. The Act further 
provides that the competent authori ty shall 
assess the sale value of minerals on the 
basis or returns/accounts submitted by the 
lessees and shall assess and demand the 
tax by the end of May each year. ln case 
of non-payment o f tax. competent 
authority shall. under section 4(2). impose 
penalty not exceed ing three times o f the 
tax payable, but not before giving a 
reasonable opportunity to the assesses of 
being heard . According to sub-section 5 of 
section 4 of the Act ibid, the competent 
authority shall recover the amount of tax 
and penalty, if not pa id, as the arrears of 
land revenue. 

We observed (bet ween 
November and 
December 2012) during 
test check of production 
records of major 
minerals in respect or 
mining leases in DMOs 
Dan1oh. Katni. 
Neemuch, Satna. 
Shivpuri and Sidhi that 
eight lessees had paid 
road de\ elopment tax of 
< 2.33 crore agai nst the 
payable amount of 
< 4 .97 crore. The DMOs 
had neither issued 
demand noti ces nor 
initiated action under the 
prov isions o f the Act. 
This resulted in short 
real isation of tax of 
< 2.64 crore besides 
leviab le penalty as 
detailed 111 
Annexure-XJV. 

7.6.23.3 Non-payment of rural infrastructure and road development 
tax on idle mines 

According to the prov1s1ons of Madhya 
Pradesh Rural Infrastructure and Road 
Development Act, 2005 and notification of 
September 2005, rural infrastructure and road 
development tax is leviable at the rate of five 
per cent per annum or the market value of 
major minerals produced after deducting 
amount o f royalty actua lly paid by the lessee 
and < 4,000 per hectare per year in case of 
idle mines is to be levied on lessees holdi ng 
mining leases. 

During 
records 

scrutiny 
re lated 

of 
to 

mining lease of major 
minera ls at DMOs 
Anuppur. Balaghat, 
Chhatarpur. Katni , 

eemuch. Rcwa. 
Sagar, Satna. Seoni , 
Shahdol. Sidhi. 
Tikan1garh and 
Umaria, we observed 
(between October 2012 
and June 20 13) that 
192 lessees had ne ither 

paid the road tax of < I I .06 crore for the period 2008 to 20 I 3 on idle mines 
nor the DMOs initiated action as per ru le. This resulted in non rea lisati on of 
revenue o r< I I .06 cro re as detailed in A11nex11re-XV. 
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17.6.24 Levy and Collection of Stamp Duey and Registration Fees 

7.6.24. l Short levy of Stamp Duty and Registration Fees due to 
incorrect determination of average annual royalty 

According to the instructions of 
Government of Madhya Pradesh 
(March 1993). Mineral Resources 
Department, Stamp Duty and 
Registration Fees arc leviable on 
average annual royalty on new mining 
lease to be calculated on the basis of 
mineral to be extracted as shown in the 
application for mining 
production given in the 
whichever is higher. 

lease or the 
mining plan. 

During examination or case 
files or mining lease of OMO 
Katni. we noticed that while 
sanctioning mining leases for a 
period of I 0 to 30 years. lease 
deed were executed /regi stered 
(between September 2011 and 
November 2012) on the basis 
of the average production of 
the first fhe ) ears as shO\\ n in 
the mining plan instead or the 
average of the proposed 
production for the complete 
lease period as per the 

instruction ihid. The lessee or limestone and marbles had paid Stamp Out) and 
Registration Fees amounting to ~ 4.09 crore as against the le\ iablc amount of 
~ 12.89 crore. This resulted in short levy/recovery of Stamp Out) and 
Registration Fees of~ 8.80 crore as detailed in A1111ex11re-XVI. 

The District Registrar and Sub Registrar did not al so ensure correct realisation 
of stan1p duty and registration fees at the time of registration of the lease 
agreements. 

7.6.24.2 Loss of Stamp Duty and Registration Fee with reference to 
the production permission obtained from PCB 

According to the instructions (March 
1993) of GOMP. Mineral Resources 
Department. Stamp Duty and 
Registration Fees is leviable on average 
annual royalty on new quarr) lease to 
be calculated on the basis of quantity of 
mineral to be extracted in terms of the 
application or the proposed production 
given in the mining plan, whichever is 
higher. 

During examination of 
records related to quarry 
lease at OMO. Chhatarpur. 
' c observed (April 2013) 
that fi\c lessees had 
furnished the expected 
quantity o r minera l to be 
extracted as per average 
annual production in 
application/mining plan as 
10190 cum. The same 
lessees demanded for NOC 
from PCB for expected 

annual extraction 151717 cum of mineral. Though these documents v\ere 
available with the Department. the OMO failed to demand the duty and fees 
on higher quantit.) . l he lessee had paid Stamp Out) and Registration Fees 
amounting to ~ 29.0 l lakh as against the amount of~ 1.68 crore worked out 
on the basis of production permission obtained from PCB. I hus the 
Government was deprived of revenue of~ 1.39 crore in the shape of Stamp 
Duty and Regi stration fees as shO\\n in A1111exure -XVJI. 
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When we pointed out. OMO Chhatarpur stated (April 2013) that the quantity 
sh0\\11 in PCB order is imaginar) and that lessee applies for NOC from PCB 
after execution of contract deed. It was further stated that the quantit) shown 
in PCB application \\as therefore not taken into consideration. 

We do not agree '' ith the rep!) as imaginar) quantil) of C\:pectcd production 
ma) not be furnished in the applicat ion given by the lessee for obtaining NOC 
from PCB. We rurther observed in t\\O cases at DMOs Sidhi and Tikamgarh. 
''here the lessees had produced/extracted minerals or 151228 cum as against 
the permissible quantit) or 85928 cum by PCB. It was evident that assessment 
or quantit) by lessees in mining plan was not realistic and in the C\ent of 
incorrect assessment or quantity. slippage of revenue in shape or Stamp Duty 
and Registration f-ees also could not be ruled out. Mining activities in excess 
of mining plan and also PCB permission \vas hence illegal. rhercfore. the 
Department should ha\ c taken action against the lessee for the excess 
production beyond the PCB pcnnission. 

We recommend that the Mineral Resources Department and MPPCB 
needs to coordinate "ith each other for granting permission to the lessee 
for annual production so that the issues of revenue leakage and 
environment concerns arc duly addressed. 

7.6.24.3 Short realisation of Stamp Duty and Registration Fees 

According to the instructions issued 
by Mineral Resources Department, 
Government of Madhya Pradesh in 
March 1993. full amount of contract 
money shall be treated as premium 
for the purpose of levy or Stamp 
Duty. Besides. as per Indian 
Registration Act. 1908 Registration 
Fee shall be levied at the rate of 75 
per cent of Stamp Duty. 

Case files at DMOs Chhatarpur 
and Jabalpur regarding leases 
sanctioned to Madhya Pradesh 
State Mining Corporation Ltd. 
(MPSMCL) indicated that the 
corporation entered into an 
agreement with three 
contractors between Ma} 20 I 0 
and Januar) 20 12 for tvvo lo I 0 
years for ~ 47.23 crore. Stamp 
Duty of ~ 2.90 crore and 
Registration Fees of ~ 2.18 

crore was lcviablc and recoverable in this contract. MPSMCL, however, 
executed a contract on a stamp paper of~ J 00 in each case. This resulted in 
short realisation of~ 5.08 crorc as detailed in A1111ex11re-XVJJJ. 
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not properly 
maintained 
as per rules. 

Audit Repon (Revenue Sector) for the year ended 31 March 2013 

7.6.25 lrre ular issue of tem~ora 

According to Rule 68(1) of the MP 
MMR, the collector shall grant 
permission for extraction, removal 
and transportation of any minor 
mineral from any specified quarry. 
Further, such petmission shall only be 
granted on payment of advance 
royalty worked out at the rates 
specified in schedule Ill. 

ermits 

/ 

We observed (between 
November 20 12 and June 2013) 
during test check of 60 
temporary permits from the 
case files of pennits holders and 
challans in seven DMOs24that 
2 1 temporary permits were 
issued to 17 con tractors for 
construction work (20 11-1 2). 
The DMOs had not reali sed 
advance royalty leviable on the 

quantity of minerals shown in the pe1mits. The said contractors paid ~ 54.25 
lakh agai nst payable royal ty of ~ 1. 12 crore. This resulted in short realisation 
of revenue of ~ 58.23 lakh. 

7 .6.26 lrre ularities in use of Transit ass 

To prevent leakage/evasion of revenue, Rule 3( l) of the MP Minerals 
(Prevention of Illega l Mining, Transportation and Storage) Rules. 2006 
envisages that the lessee or any other person shall not dispatch the mineral 
from the leased area without a valid transit pass issued by the concerned 
OMO. Further, Rule 5(iv) & 6(3. 4) of the rules ibid stipulates that the original 
copy of the Transit pass (TP) shall be given to driver of the carrier and the 
carbon copy shall be retained in the TP book. The TP shall be signed by the 
person issuing the TP with date. Omission to write the date and time of 
presenting the TP at the check post or overwriting on the TP attracts penalty. 
Only one transit pass shall be issued to one carrier for each trip. At the mining 
check post, information furnished in the TP is required to be registered in the 
check post register to prevent leakage/evasion of revenue. 

Records related to the transit passes indicated the follo\.\ing irregularities: 

• ln 5 1 TPs out of 250 TPs test checked in DMO Shahdol, the vehicle 
registration number was cross ched.ed with the MP Transport 
Department offic ial site and the vehic les were not registered with 
Transpo1t Department, 

• In fi ve cases out of 100 TPs test checked in OMO Chhatarpur. 
overwriting was found in the TP. 

• In 50 cases out of 250 T Ps test checked in OMO Shahdol, the TP did 
not mention the name of lessee. No action was. ho\vcvcr. in itiated 
against the departmental official. 

• In l 00 cases out of 350 TPs test checked in DMO Anuppur. Yalue of 
mineral was not mentioned in the TPs. 

• In 9 1 cases out o r 350 TPs test checked in OMO Anuppur and 
Shahdol, details like date and time (91 cases). veh icle number 
(9 cases) etc. were not mentioned in the TPs. 

Anuppur, Chhattarpur (~ 33.37 lakh) 
Panna, Raisen, Rewa. Sagar and Vidisha (~ 24.86 lakh) 
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OMO is required to check original copies to be submitted by the lessee for the 
purpose of calcu lation of quantity of mineral transported/ removed and other 
detail s at the ti me of assessment. But DMOs failed to comply with the checks 
as per rules. 

17.6.27 Non initiation of action for re-auction of trade quarry 

According to condition no. 9 of contract agreement 
for trade quarry and Rule 37 of MP 1'1MR, 1996, 
every contractor has to pay contract money to the 
State Government on the scheduled date. If the 
contract money or any other dues remains unpaid fo r 
more than one month, the contract will be cancelled 
and quarry will be re-auctioned. Consequent upon 
re-auction of the quarry, if the Government sustains 
any loss, the same w i 11 be recovered from the 
defaulting contractor as arrears of land revenue. 

We observed 
(May 20 13) m 

DMO, Balaghat 
during scrutiny of 
contract case files 
that a contract 
was cancelled 
(June 2012) due 
to non-payment 
of the installment 
of ~ 2.25 lakh 
including interest 

by the contractor. After cancellation of the contract it should have been 
re-auctioned for the remaining period of the contract. We, however, observed 
that neither was the trade quarry re-auctioned for the remaining period nor the 
OMO initi ~ted action to recover the installment amount as per rule. The 
Government was therefo re deprived of revenue of~ 5.76 lakh.25 

17.6.28 Pending chemical and ceramic laboratory samples 

A Government laboratory was established in Jabalpur for chemical analysis, 
ceramic tests and other types of analysis of material under the jurisdiction of 
Directorate, Geology and Mining. 

We found that number of samples pending for chemical tests, ceramic analys is 
etc. has abnormal ly increased to 2775 (2012- 13) from 15 12 (2008-09). 
Pending chemical analysis/tests may adversely affect the finali sation/ 
sett lement of royalty assessments and ultimately causing delay in revenue 
real isation. 

Pending chemical analysis/tests should be conducted in time to avoid 
delay in revenue realisation. 

25 Recoverable amount on the date of cance llation< 2.25 lakh in addition to outstanding 
three installments of< 3.5 1 lakh 
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17.6.29 Conclusion 

The systems instituted by the Mineral Resources Department for levy, 
assessment and collection of mining receipts were deficient. Monitoring of 
vital areas such as work done by prospecting li censees, submission of 
monthly, annual returns by the lessees, maintenance of demand and collection 
register and issue and surrender of transit passes was non-existent, rendering 
the system vulnerable to leakage o f revenue. The system for co llection of 
mining dues remained adhoc and the Department has been accepting the 
information as furni shed by the lessees. Due to non-scrutiny of returns and 
improper maintenance of Khatonis, defects in the returns remai ned undetected 
leading to non/short realisation of revenue. Assessments were pending since 
long as internal audit wing did not exist in the Department to provide 
reasonable assurance. The Department failed to fo llow the various provisions 
of the Act/Rules resulting non realisation of significant amount of mining 
rece ipts . Points related to system deficiency were also pointed out in Audit 
Reports ending 31 March 2008 featuring reviews of the Mineral Resources 
Department. Although this report has been discussed in Public Account 
committee (PAC) meetings, the position of action taken by the Department 
and recommendations made are yet to be received. 

17.6.30 Recommendations 

The Government may consider: 

• Setting up of an internal audit wing in the Department and ensure 
regular audit of the offices for strengthening levy and collection; 

• prescribing the maintenance of appropriate records for monitoring the 
receipt of reports from prospecting licensees fo r effecti ve control on 
prospecting activities: 

• prescribing submission of the Khatoni to higher authorities at regular 
intervals for effecti ve monitoring of its proper maintenance; 

• prescribing mechanism for ensuring that the working of mines is 
strictly in accordance with the appro ed mining plan; 

• introducing measures for recovery of damages caused to environment 
and cost of reclan1ation o f the area due to illegal excavation of 
minerals; 
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• prescribing provision for levy of interest on delayed payments of Road 
Development Tax to ensure early receipt of Government revenue; and 

• prescribing a system wherein the details entered in the transit passes 
are cross verified every month from the monthly returns furnished by 
the lessees. 

Bhopal, 
The 8 5 MAR 2014 

New Delhi, 

The 1 4 VAR /01A 

~· 
(D.K. SEKAR) 

Accountant General 
(Economic and Revenue Sector Audit) 

Madhya Pradesh 

Countersigned 

(SHASHI 
Comptroller and Auditor General of India 
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Annexure-1 

Reference to the old paras related to Chapter-II : Commercial Tax 

Para no. Para no. and Year of earlier Audit Reports in which similar 
of this observation was made 
Report 

2.9 2.6 (2007-08), 2.5 (2008-09), 2.12 (20 10-11 ) 

2.10 2.8 (2007-08), 2 .1 5 (20 11-12) 

2.11 2.19 (2009-10), 2. 13 (20 10-11 ) 

2. 12 2. 13 (2007-08), 2.17 (2009-10), 2. 15 (20 l 0-11 ) 

2. 13 2.9 (2007-08), 2.8 (2008-09), 2. 15 (2009-10), 2.11 (2010-11) 

2.14 2.17 (2007-08), 2.18 (2008-09), 2.25 (2009-10), 2. 19 (20 l 0-11) 

2. 15 2.14 (2007-08), 2. 15 (2008-09), 2.17 (2011-12) 

2. 16 2.7 (2007-08), 2.7 (2008-09), 2. 14 (2009-10),2.16 (20 10-11 ) 

Reference to the old paras related to Chapter-III : State Excise 

Para DO. Para no. and Year of earlier Audit Reports in which similar 
of this observation was made 
Report 

3.10 3.5.14.4 (2011 - 12) 

Reference to the old paras related to Chapter-IV: Taxes on Vehicles 

Para no. Para no. and Year of earlier Audit Reports in which similar 
of this observation was made 
Report 

4.8 4.2 (2007-08), 4.3 .1 (2008-09), 4.7 (2009-10), 4.8 (20 10-11) 

4.9 4.4 (2007-08), 4.3 .4 (2008-09), 4. 9 (2009-10), 4.10 (20 I 0- 11 ) 

4.11 4.9 (2011 -12) 

4.13 4.3 (2007-08), 4.3.2 (2008-09), 4. 14 (2009-10), 4.13 (2010-11) 



Reference to the old paras related to Chapter-V : Land Revenue 

Para no. Para no. and Year of earlier Audit Reports in which similar 
of this observation was made 
Report 

5.7 5.2.26 (2009- 10) 

5.8 5.2. 18 (2009-10) 

5.9 5.7 (2011-1 2) 

5. 10 5.6 (2011 -12) 

Reference to the old paras related to Chapter-VI : Stamps and Regis tration Fees 

Para no. Para no. and Year of earlier Audit Reports in which similar 
of this observation was made 
Report 

6.9 5.2.1 2 (2007-08), 5.8 (2008-09), 6.4.1 (2009-10) 

6.11.1 5.4 (2006-07), 5.2.20 (2007-08).5. 7 (2008-09) 

6. 11.2 5.2. 16 (2007-08) 

6. 12 5.2.1 3 (2007-08) 

Reference to the old paras related to Chapter-VU : Mining Receipts 

Para no. Para no. and Yea1· of earlier Audit Reports in which similar 
of this observation was made 
Report 

7.6 7.2 (2007-08) 
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Annexure-11 

Para No. 2.8.7.2 (Inaction of the Department in the cases assessed to Refund) 

SI. Name of auditee unit/ Case no, Amt. Of Audit Observation Department Reply Audit Remark 
No. Dealer, TIN Period/ Refund 

month of (t") 
assessment 

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

I CT0-111. Gwalior 207511 O(V AT), 1032 10 The up to date position As per rules action of payment of refund to the dealer would be taken No action was taken by the 
Mis M.P.S Jadon, 2009-10. of the dealer regarding Department regarding payment of 
Gwalior, 23825307888 20.03.2012 payment of refund to refund 

the dealer 

2 CT0-111 Gwalior 2013110(VAT). 95992 The up to date position As per rules action of payment of refond to th:! dealer would be taken No action was taken by the 
Mis M.M.Constraction. 2009-10, of the dealer regarding Department regarding payment of 
Gwalior 16.02.20 12 payment of refund to refund 

23775307576 the dealer 

3 CT0-111. Gwalior 2258/1 O(VAT). 25235 The up to date position As per rules action of payment of refund to the dealer would be taken No action was taken by the 
Mis Shriman Narayana 2009-10. of the dealer regarding Department regarding payment of 

harma. Bhind road. 30.06.2012 pa) ment of refund to refund 

23575304507 the dealer 

4 CT0-111. Gwalior 601 I O(V AT). 371273 The up to date position As per rules action of payment of refund to the dealer would be taken No action was taken by the 
Mis Pawan Kumar 2009-10, of the dealer regarding Department regarding payment of 
Budamal Girnai aka. 30.06.2012 payment of refund to refund 
Gwalior. 23985104876 the dealer 

5 CT0-111. Gwalior 22621 I O(V AT), 72635 The up to date position As per rules action of payment of refund to the dealer would be taken No action was taken by the 
Mis K. Gupta and Co. 2009-10. or the dealer regarding Department regarding payment of 
Lashkar 30.06.2012 payment of refund to refund 

23825306259 the dealer 

6 CTO-X, Indore 257120 I O(V AT) 996459 The up to date position The AA stated t11at action to makes refund could not be taken in the The fact remains the same that no 
Mi s Kl IK Pressings 2009-1 0 of the dealer regarding cases pertain to AC s monitory limit, as there was no AC posted in action was taken by the Department 
Forging P. Ltd. 28.06.20 12 payment of refund to this ci rcle. However an AC has been deputed to look after such cases to ensure timely refund 
237.tl 003654 the dealer and the refund cases would be disposed of in seven days 

7 CTO-X. Indore 23 1120 10(ET), 34336 The up to date position The AA stated that action to makes refund could not be taken in the The fact remains the same that no 
Mis 1 wenty First 2009-10 of the dealer regarding cases pertain io AC s monitory limit. as there was no AC posted in action was taken by the Department 
Century Techno 3 1.05.2012 payment of refund to this circle. However an AC has been deputed to look after such cases to ensure timely refund 
Products Pvt. Ltd. the dealer and the refund cases would be disposed of in seven days 
2359 1001748 



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

8 CTO-X. Indore 93/20 I O(V AT). 427215 The up Lo date position The AA stated that action to makes refund could not be taken in the ·1 he fact remains the same that no 
M s ~) ncrg) India 2009-10 of the dealer regarding cases pertain to AC s monitory limit. as there was no AC posted in action was taken by the Department 

Marketing Pvt. I td .. 25.06.2012 payment of refund to this circle. I lowever an AC has been deputed to look afler such cases to ensure timely refund 
23491002579 the dealer and the refund cases would be disposed of in seven days 

9 CTO-X. Indore 94120 I O(V AT). 16981 Ille up LO date position The AA stated that action to makes refund could not be taken in the The fact remains the same that no 

\'1 s Synerg) India 2009-10 of the dealer regarding cases pertain to AC s monitOI) limit, as there was no AC posted in action was taken by the Depanment 
Marketing Pvt. Ltd .. 25.06.2012 payment of refund to this circle. I lowever an AC has been deputed to look afler such cases to ensure timely refund 
23491002579 the dea ler and the rerund cases would be disposed of in seven days 

10 CTO-X. Indore 68 '2009(V AT). 67034 The up 10 date position The AA stated that action to makes refund could not be taken in the fhe fact remains the same that no 

Mis Amrit Agencies 2008-09 of the dealer regarding cases pertain to ACs monitory limit. as there was no AC posted in action was taken by the Department 
Indore Pvt. ltd. 20.04.2011 payment of refund lo this circle. l lowever an AC has been deputed lo look after such cases LO ensure timely refund 
23541000757 the dealer and the refund cases would be disposed of in seven days 

11 CTO-X. Indore 210/2010(VAT) 67974 The up to date position The AA stated that action to makes refund could not be ~aken in the TI1e fac t remains the same that no 
M's Amrit Agencies 2009-10 of the dealer regarding cases pertain to AC s monitory limit, as there was no AC posted in action was taken by the Dcpanment 

lndor.: Pvt. Lld. 30.04.2012 payment of refund to this circle. 1 lowever an AC has been deputed to look after such cases to ensure timely refund 

23541000757 the dealer and the refund cases would be disposed of in seven days 

12 CTO-X. Indore 99/2009(ET) 19607 fhe up to date position The AA stated that action to makes refund could not be taken in the The fact remains the same that no 
M's Fortune \llarketing 2008-09 of the dealer regarding cases pertain to AC s monitor} limil as there was no AC posted in action was taken by the Department 
p, t. I.Id. 2360 I OO·l022 19.05.2010 pa) ment of refund to this circle. I lowe\'er an AC has been deputed to look after such cases to ensure timely refund 

the dealer and the refund cases would be disposed of in seven days 

13 CTO-X. Indore 267/2010(ET). 34663 The up Lo date position The AA stated that action to makes refund could not be taken in the "Ille fact remains the same that no 
M's I onune Marketing 2009-10 or the dealer regarding cases pertain to AC s monitory limit. as there was no AC posted in action ''as taken by the Department 
Pvt. I .td. 2360 I 004022 29.05.2012 payment of refund LO this circle. I lowever an AC has been deputed to look after such cases to ensure timely refund 

the dealer and the refund cases would be disposed of' in seven days 

14 Cl O-X. Indore 338/20 I O(CT). 1285 The up to date position Ilic AA stated that action to makes refund could not be taken in the rhe fact remains the same that no 
Mis Govind Steel 2009-10 of the dealer regarding cases pertain to AC s monitory I imit. as there was no AC posted in act ion was taken by the Departmrnt 
Agenc). 23961403464 23.05.2012 payment of refund to this circle. I lowever an AC has been deputed to look after such cases to ensure timely refund 

the dealer and the refund cases would be disposed of in seven days 

15 C ro-X. Indore 192/20 I O(E f). 16466 The up to date position ·1 he AA stated that action to makes refund could not be taken in the The fact remains the same that no 

M's G.S.P. Crop 2009-10 of the dealer regarding cases pertain lo AC s monitory limit. as there was no AC posted in action was taken by the Depanrnent 
Science Pvt.Ltd .. 26.06.201 2 payment of refund to this circle. I lowevcr an AC has been deputed to look afler such cases to ensure timely refund 
23521004357 the dealer and the refund cases would be disposed of in seven days 

16 C l 0 -X. Indore 177120 I 0( CST). 8336 The up to date position rhe AA slated that action to makes refund could not be taken in U1e The fact remains the same that no 
M's Jay deep Gluss 2009-10 of the dealer regarding ca'>es pertain to AC s monitory limit. as there was no AC posted in action was taken by the Department 
\\orks P\l.Lld. Unit 2 27.06.2012 pa)ment or refund to this circle. I lowever an AC has been deputed lo look after such cases to ensure timcl) refund 
23481004185 the dealer and the refund cases would be disposed of in seven days 
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(1) 

17 

18 

19 

20 

(2) 

CTO-X. Indore 
Mis Admanum 
Packaging. 
234 11001459 

CTO-X. Indore 
Mis Makay Pauls. 
2318000373 

A.C.Khandwa 
Mis V.C.Viyadi. 
Projects. 
Sanawad. 
Khandwa 
23962106520 

CTO. Circle II .Gwalior. 
Mis Simplex 
lnfrastrutures. Gwal ior 
23205404647 

(3) 

72/20 I 0( CST). 
2009-10 
30.06.2012 

Jul-IO(VAT 
Remanded) 
2005-06 
30. 11.1 2 

Mar-12 
2006-07 
24/Re­
open/ IONat. 

Junc-12 
2009-10 
13/10 
VAT. 

Total 

(4) 

8792 

34572 

(5) 

The up to date position 
of the dealer regarding 
payment of refund to 
the dealer 

The up to date position 
of the dealer regarding 
payment of refund to 
the dealer 

(6) 

The AA stated that action to makes refund could not be taken in the 
cases pertain to AC' s monitory limit. as there was no AC posted in 
th is circle. l lowever. an AC has been deputed to look after such 
cases and the refund cases would be disposed of in seven days 

The AA stated that action to makes refund could not be taken in the 
cases pertain to AC' s monitory limit. as there was no AC posted in 
U1is ci rcle. l lowever. an AC has been deputed to look afler such 
cases and the refund cases \\Ou Id be disposed of in seven days 

2133735 No action was ta1'en b) The AA stated Ulat audit would be intimated after examining the 
the Department after the case. 
case " as assessed to 
refund on 3 1.03. 12 as 
the deptt. Could not 
produce issue of RAO 
or RPO. 

4642872 No action was taken b) Tite AA stated that audit would be int imated afler examining the 
the Department after the case. 
case \Vas assessed Lo 
refund on 06.06. 12 as 
the deptt. Could not 
produce issue of RAO 
or RPO. 

9178672 

(7) 

The fact remains the same that no 
action was taken by the Department 
to ensure Lime!) refund. 

The fact remains the same that no 
action was taken by the Department 
to ensure timely refund. 



Annexure-111 
Para No. 2.8.7.5 (Irregular Sanction of refund by surpassing limit of sanction) 

I. \a me of auditcc unit/ Period/Date mount of Competent a uthority Refund O bservation in brief Reply of the Remark of 
:'lo. Dealer of a~ cssment Refu nd to sanction the sanction Ocptt. Audit 

order (~) Refu nd by 

( I) (2) (3) (4) (5) (6) (7) (8) (9) 

I Circle-X III. Indore 2009-10 657502 DC CTO IR/HM-06/ No Reply CTO sanctioned 

Mi s R Barkale & Company. 13.04. 12 5. 13 (sell) refund 

2364 I 303 I 48. I 592. I O(V An 

2 Circle-XIII. Indore 2009- 10 559755 DC CTO IR/HM-081 CTO sanctioned 

Mi s Gangolri Construct ion. 24.0 1.1 3 5. 13 (sell) refund 

23401 302504. C. 319 1/ 10-1 I 

3 CT0-1. Jabalpur 2009- 10 138967 AC CTO HM-63/ CTO sanctioned 

Mi s Jainson lndustries.0832.48 I/ IO. 1.6. 12 30.06.0 I. (Not sent to (self) refund ' 

09-1 0 VAT higher aulhority) 

4 CTO-XI Indore 200 1-02 685274 DC AC Informatory Memo (Not AC sanctioned 

M/s Mann India Ltd. 2347 1101336. 12. 1.04. send to competent (selt) refund 

200 1-2002. 11 0/2002 14.6. 12 authority) 

5 Smt. Prccti Shrivastav. AC. Dhar 2009-10 2437835 Additional AC Informatory Memo - AC sanctioned 

Mis Krishna Profiles Pvt. Ltd .. 23. 12. 1 I Commissioner (self) refund 

2368 1604020. 2009- 10. 137/10 VAT 

6 CTO-X. Indore 2008-09 1817340 Additional AC lnfomrntory Memo - AC sanctioned 

Mis Mittal Udhyog. 235 1404388. 3 1.05. 11 Commissioner (sel I) refund 

73/09(VAn (20 12- 13) 

7 CTO-X. Indore 2008-09 1020480 Additional AC Informatory Memo - AC sanctioned 

Mis Mittal Udhyog. 235 1404388. 3 1.05. 11 Commissioner (sell) re fund 

73/09(H) (2012-13) 

8 CTO-X. Indore 20 10-1 1 55 13 18 DC AC Informatory Memo AC sanctioned 

Mi s Ramesh Textiles India Pvt. Ltd .. 18.04.11 (sel I) refund 

23700300524. 0 1/10- l I(VAT) 

9 CTO-X. Indore 2010- 11 756372 DC AC Informatory Memo AC sanctioned 
Mis Ramesh rextilcs India Pvt. Ltd., 30.08. 11 (sel I) refund 

23700300524. 01 /10- 1 I 

10 CTO-X. Indore 2010- 11 641023 DC AC Informatory Memo AC sanctioned 

Mis Ramesh Textiles India Pvt. Ltd .. 30.08. 11 (self) re fund 

23700300524. 01 10- 11 
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(I) (2) (3) (" ) (5) (6) (7) (8) (9) 

11 CT0-111. G\\al ior 14.01.08 8998452 Additional AC Informatory Memo AC sanctioned 
Mis Bharat Pctrolium Corporation Commissioner (self) refund 
Limited. 234 11001168. 98-99. 01 105 

12 CT0-111. Gwalior 14.0 1.08 2505 148 Additional AC Informatory Memo AC sanctioned 
Mi s Bharat Petrolium Corporation Commissioner (self) refund 

Limited. 2341 1001 168. 01 105 (CSn 

13 CT0-111. Gwalior 2008-09 1737838 Additional AC Informatory Memo AC sanctioned 
Mis I lnkim Singh Builders & 25.2. 11 Commissioner (Not sent to higher (sett) refund 

contractors. 23435304077. 08-09. authority) 
06112 VA I 

14 CT0-111. Gwalior 23.9.08 708005 DC AC lnformatory Memo AC sanctioned 
Mis N 11 K Spring India Ltd .. (self) refund 

23685304085. 

15 CT0-111. Gwalior 2009-10 100 151 AC HM-76/ 
Mis Bha\\aJli Prasad Sharma 03.07. 13 
Madha\ ganj. Gwalior. 23045 101804 

16 CT0-111. Gwalior 2009-1 0 263008 AC HM-76/ 
Mis Si)aram (Contractor) 03.07. 13 

Lashkar. Gwalior 23305304003 

17 ClO J larda 2008-09 2 19924 AC CTO Informatory Memo CTO sanctioned 
Mis ayad Ali. 239146020 18. 2.6. 11 (self) refund 
120/08-09 

18 CTO llarda 2009-10 109115 AC CTO lnformatOr) Memo CTO sanctioned 
Mis Gongotri 25.05. 12 (self) refund 
Construction.23054602685. 726109- I 0 

19 CTO Jlarda 2009-10 2065 13 AC CTO Informatory Memo CTO sanctioned 

Mis Amritlal Jain 11.06.1 2 (self) refund 

rheJ..cdar.23684602193.521109-10 

20 CI0-11. GWALIOR 2007-08 805 178 DC AC 23/472-497. I LM- The AA tated AC sanctioned 
Mis Lokhpat Singh Contractor. 8.2.10. 07/DT.20.06. 13 that as per rule (self) refund 
G" alior. 23985203525. 203108(V AT) 26.4. 12 action would be 

taken 

2 1 cro-11. GWALIOR 2009-10 736586 DC AC 23/445-45 1. llM- The AA Stated AC sanct ioned 
Mis A.K.Traders. Gwalior, 27.4.12 & (487694+ 08/DT.20.06.13 that as per rule (sel I) refund 
23115204343. 1291/IO(VAT) 1.7. 12 248892) action would be 

taken 

25655784 
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SI. 
No. 

(I) 

I. 

2. 

Name of auditee 
unit/Dealer. 

(2) 

CTO,Circlc-1 
Jabalpur 

Mis Badrinath 
Construction and 
associates. Siddh 
Nagar. Jabalpur. 
23915809377. 
845/J O(V A 1) 

CTO, Circle-I 
Jabalpur 

Mis Jainson 
Industries. Bcdi 
Nagar. Jabalpur. 
23 7 5 580083 2. 
481/IO(VAl) 

Assessment 
period 

month of 
assessment 

(3) 

2009-10 
June 12 

2009-10 
June 12 

Annexure-IV 

Para No. 2.8.9.J (Application of incorrect ra te of tax) 

1'11x11ble Rate of tn 
turno,·er applicable/ 

('°) applied(%) 

710025 

8481355 

(5) 

12.5 
5 

12.5 

5 

Amount of 
short le''Y of 

tax 

(6) 

53252 
Penalty 159756 

213008 

636102 

Penal!) 
1908306 

2544408 

Amount 
of Refund 

('°) 

(7) 

111441 

Observation in brief Reply of the Ocptt. 

(8) (9) 

Tax on the sale price of Cement of On being pointed out 
~ 710025 was levied at the rate of five per tl1e Department stated 
cent instead of 12.5 per cent. l lence tax at sand and stone metal 
differential rate of 7 .5 per cent of~ 53252. were also used along 
llencc. a demand of ~ 213008 (Tax with Cement. Besides 
~ 53252 and Penalty~ 159756) was attracted. this there was a 

closing stock of 
~ 6705650 in tllc 
trading account in 
which such 
commodities are also 
included \\hi ch arc 
taxable at the rate of 
12.5 per ce/1/. 

Remark of Audit 

( 10) 

The rep!)' docs not 
interpret the fact 
correctly as trading 
account and 
purchase I ist 
clearl.> sho" 
purchase and 
consumption of 
Cement taxable at 
the rate of 12.5 per 
ce/1/. And closing 
stock is much less 
than opening stock 
put to consumption. 

138967 Tax on Motor pans and spare parts was On being pointed out The reply does not 

1'7C 

incorrect!) levied at the rate of 5 per cent 
instead of 12.5 per cent . Therefore. tax al 
differential rate of 7.5 per cent ( 12.5-5) on 
taxable turnover of ~ 848 1355 ''as attracted 
the extra demand of~ 2544408 (Tax~ 636102 
and Penalty ~ 1908306) renders the refund. lo 
this extent. irregular. 

the Department staled 
that in pursuance of 
Entry no. 11/J 117 1-A 
the goods, used in Ilic 
units of Central 
Government in 
Madhya Pradesh are 
taxable at the rate of 5 
per cent. Amount sale 
of ~7469209 has been 
made to Defence 
Department. 

correctly interpret 
the fact as the 
Department ha~ not 
furnished any reply 
regarding sale or 
~ 1 956820(848 1 355 

-7469209+944674) 
and tllere is no 
e111ry of the 
nomenclature 11/ 11/ 
7 1-A in the period 
of transaction in 
VAT Schedule. 



( I ) (2) (3) (4) 

3. CTO. Circle-Ill. 2009-10 2468955 
G'~alior June 12 
Mis D.K. 
Associate Gandhi 
Nagar. Gwalior. 
23845303609. 
90611 O(V /\ T) 

4 CrQ-XI. Indore 2009-10 30 11056 

Mis 1 limalaya April-12 
Drug. Co .. Indore. 
23511104903. 
322/IO(VAD 

(5) (6) (7) 

l 24690 11404 

4 

l 3011 1 80090 

4 

177 

(8) 

The assessing authority levied tax at the rate 
of 5 per cenl on the sale of ~ 365686 whereas 
as per returned the sale taxable at the rate of 
live per cen1 calculated to ~ 2834641. The 
remaining sale of ~ 2468955 (2834641 -
365686) was taxed al the sale of four per cent. 
Hence, tax ~ 24690 at difTerential rate of one 
per cent (5-4) on the sale price of~ 2468955 is 
leviable. 

The dealer deals in receiving the goods on 
stock transfer and selling the goods. It has 
been discussed in the Assessment Order that a 
consolidated accounts of the firm is prepared 
and is audited at its Reg istered office al 
Mangalore. Kamataka for branch office at 
Indore onl) stock received register. invoice, 
sales bills/registers arc maintained. No trading 
account has been submitted by the dealer. The 
AA while assessing the dealer to tax in sale 
case. levied tax at the rate of four per cent on 
the taxable turn-over of~ 56647382 and at the 
rate of five per cent on the taxable of 
~ 118607720 but after deducting of stock sales 
return and stock transfer to other branches 
from stock received of the goods attracting tax 
at the rate of four per ce111. it is concluded that 
the sale price of the same goods was 
~ 53636326. This resulted in application of 
lower rate of tax of four per cenl on the sale of 
~ 3011056 (56647382 - 53636326). 
Consequently there was short levy of tax of 
~ 30, 111 being at the rate of one per cem 
(5-4) on the sale of'! 30 I I 056 

(9) 

On being pointed out 
the assessing authority 
state to take action 
after verification. 

On being pointed out 
the assessing authority 
state to take action 
after verification 

(10) 



(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) 

5 Sh. H.L. Ramtake, 2010-11 1593975 .Ll 7970 11328 The AA whi le finalising the assessment levied On being pointed out 
A.C.C.T. Dn. atna ov. 12 12.5 tax at the rate o f 12.5 per cent instead o f 13 the AA stated to take 
Mis Jain Brothers. percent on the taxable turnover of action after 
Maihar, ~ 1593975. This resulted in short levy of tax verification. 

232571005 19. amounting to ~ 7970. 
25/ 1 l (VAT) 

TOTAL 16265366 752125 273 140 

Pena lty 
2068062 

2820187 



SI. 
No. 

( I ) 

I. 

2. 

3. 

°'ame of auditee 
unil/Ocalcr, TIN, 

Case no 

(2) 

CTO. Circle, Dcwas 
M's Sun:sh Devliya 
Contra<.:tor. !)\:was 
P-.1. Ltd .. 
23102304776. 
CS48802(V AT) 

j CTO. Circle. Dcwas 
M s Manish 
Agrm,al. 
De\\ a.s.2344230352 
2.409/ 1 O(VA I) 

I CTO. Circle. Dcwas 
Mis Rajneesh 
Agrn\\al. 

1

2313230-17 11 . 
436/IO(VAT) 

Period/ 
month of 

assessment 

(3) 

20 10-11 
March 20 13 

2009- 10 
Junc2012 

2009- 10 
June 20 12 

Annexure-V 
Para No. 2.8.9.2 (Incorrect determination of turnover) 

Under 
determination 

of taxable 
turno\•er (<) 

676363 
732726 

1409089 

18 11 094 
579196 

2390290 

414 11 07 
1774760 

5915867 

Rate of tax 
applicable 

(%} 

(5) 

5 
12.5 

5 
12.5 

5 
12.5 

Amount of 
short 

realisation 
(~) 

(6) 

33818 
91591 

125409 

90555 
72399 

162954 

207055 
221845 
428900 
Interest 
173276 
602 176 

~~mount 

of 
Refund 
(~ 

(7) 

2 14 18 

20 1847 

336237 

Observation in brief 

(8) 

The AA levied tax on the rurnovcr of 
~ 4736275 where as per audited accounts the 
taxable turnover calculates to 
~ 6145364. '11lis resulted in under 
determination of turnover to the extent of 
~ 1409089 and short levy of ~ 125409. 

The AA le' ied tax on the taxable tttrno,er of 
~ 1195 1456 ''here as audited accounts the 

Reply of the Oeptt. 

(9) 

On being pointed out 
the AA referring to 
the judicial 
pronouncement 
already in the HM. 
held the assessment 
correct and s<ated that 
rebate of inter site 
material 
transportation 
fabrication work. 
labour charge. 
machine hire charges, 
vehicle expenses from 
gross turnover has 
rightly been allO\\ed. 

Or. being pointed out 
the AA stated to take 

taxable turnover calculates to action afier 
~ 14341746. This resulted is under verification 
determination of turnover to the extent or 
~ 2390290 and levy of tax on such under 
determined turnover ~ 162954. 

The AA levied ta.x on the taxable turnover of 
~ 170 14123. o audited was produced 
before assessment though it was required 
under the rules. o returns too were 
submitted b) the dealer. On account of the 
TO amountsof ~ 764333 was adjusted 
against the demand raised. On the basis of 
the TDS the GTO calculated to ~ 382 16650. 
TI1is resulted in under dctcnnination of 
taxable turnover to the extent of~ 5915867 
and shon levy of tax along with interest of 
~ 602176 

On being pointed out 
the AA stated that the 
turnover was 
determined as per the 
records available in 
the file and ros 
provided to the dealer 
by government/ 
Departments. 

Remark of 
Audit 

(10) 

The reply does 
not corrcctl)' 
interpret the 
fact. In instant 
case the rebate 
of labour. 
wages. TDS. 
etc. has 
alread; been 
aJIO\\Cd. 

The reply is 
not in 
consonance 
\\ ith the fact as 
the rurnover 
revealed b)' 
audit is 50 
times of the 
TDS submitted 
by the dealer 
and accepted 
by the 
Department. 



(I) (2) (3) C-'l (5) (6) (7) (8) (9) (10) 

4. j CT0-1. Jabalpur 2009-10 828893 12.5 103612 49011 The AA levied tax on the taxable turnover of On being pointed out Ilic rep I) is 
M's I larsh June 20 12 1942397 4 77696 ~ 27299 16. A rebate of ~ 2395324 in the AA stated that the not in 
A sodate. Jabalpur. 277 1290 181308 tumo,er "as gi,er on account of sublc11ing dealer carried out cons()nancc 

23845809270. the \\Ork but the required form 3. as per rules canal \\Ork and eanh with the fact as 

839/ I O(V /\ T) for the same purpose was not available in the \\Ork during the amount or 
file. I lcnce. the GTO as per audited account period under labour and 
computesto ~ 5501206. Resulted in under consideration and labour welfare 

I 
determination of turnover, after alto\\ ing the rebate of labour (68 tax has clearly 

I rebate of labour etc., of ~ 277 1290 and short per cem of turnover) been 
I 

le') of ta\ to the tune of ~ 18 1308. as per rule. mentioned in 
the audit 
accounts and 
accounts and 
rcbah.: of same 
has al read) 
been 
considered at 
the tune of 
determining 

I turnover by 
audit. 

5. C'I 0 -1. Jabalpur 2009-10 92690-' 4 37076 349 10 The /\A le\ ied t:L\ on the tumo\'er of On being pointed out The rep!) is 
M ·s /\rora April 20 12 27204 1 12.5 34005 ~ 26 19283 '' hereas according to the audited the AA s1ated I hat not acceptable 
Const ruction co .. 11 98945 7 108 1 accounts the turnover calculate to material purcliascd as as proposed 
Jabalpur, ~ 3818228. Resulting in under determination per audited accounts turnover has 
23175802606. of tumO\ er to the extent of~ 1198945 and is ~ 2002493 and after lx."Cn arri' ed at 
IOI I IO(VAT) short le\) of ta\ "t 7108 I thereon. adding freight and b) aJIO\\ing 

profit thereon the rebate .:>f 
lumover has been labour and 
determined. labour welfare 

tax from 
receipts at the 
audited 
accounts. 
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( I) 

6. 

7. 

8. 

(2) 

CT0-111. Gwalior 

M/s Uttam 
Developers, 
Lashkar. Gwalior, 
23945 104898, 
66/ IO(VAT) 

CT0-11 1. Gwalior 

Mis C\\ R.K. 
Construct ion. 
Gwalior. 

2369530694. 

900/J 0( VAT) 

CTO. llarda 

(20 11-1 3) 

Mis 11.C. 
Wishwashi, 
23- 14602607' 
253/09(V AT) 

(3) 

2009-10 

April2012 

200~-I O 

May 20 12 

2008-09 

April 20 11 

8665600 

130148 

929816 

818073 

1878037 

1756997 

596000 

2352997 

(5) 

5 

4 

5 
12.5 

4 

12.5 

(6) 

433280 

5206 

4649 1 

102259 

153956 

70280 

74500 

144780 

Pen434340 

579120 

(7) 

158eoo 

89069 

215652 

(8) 
The AA levied tax on the turnover of 
~ 234511 11 , \\hi le determination the ta'\able 
• urnovcr in rebate of~ 8665600 on account 
of Billlmen Road expense paid to Mis Shaper 
Constructbn was given. The Sub-Contractor 
has neither submitted form 3. required as per 
rules no has certified in any o ther manner to 
under taken the responsibility of pa) ment or 
commercial tax to the Government. rhis 
resulted in under determination of turnover 
to the extent on 8665600 and short levy of 
tax to the lune of~ 433280 

The A/\ levied tax after determining the 
taxable turnover ~ 984 1240 according to 
consolidated audited accounts submitted b) 
the dealer the quantum of labour is 28.55 per 
cent of total receipts. Similarly. after giving 
rebate of labour etc. i.e. 28.55 per cent o f 
total receipts of work done in Madhya 
Pradesh. the taxable turnover of Madhya 
Pradesh calculate to ~ I J'/19277. This 
resulted in under determination of taxable 
turnover to the ex'tent of ~ 1878037 and 
short lev) of tax lo the tune of ~ 153956. 

The AA levied tax on the taxable turnover of 
~ 9199151 according to audited accounts 
total purchase was ~ 8 168 103 aJ!er adding 
41.43 per cent profit thereon. according lo 
trading account the profit per cent was 4 1.43. 
the taxable turnover calculates lo 
~ 11 552148. This resulted in under 
determination of taxable turn over to the tune 
of ~ 2352997 according there was a short 
levy of lax amounting to ~ 144780 and 
penally ~ 434340 

(9) 

On being pointed out 
the A/\ stated to take 
action aller 
verification. 

On being pointed out 
the A/\ stated lo take 
action afier 
verification. 

On being pointed out 
the AA stated to take 
action after 
verification. 

(10) 



~ 

(I) (2) (3) (4) (5) (6) (7) (8) (9) ( I 0) 

9 CTO. llarda 2009-1 0 3230 185 4 129207 2065 13 The AA levied tax aller determining the On being pointed out 
(20 11-1 3) June20 12 94 1988 12.5 11 7748 taxable turnover of ~ I 140878 1. According the AA stated to take 

M/s Amritlal Jain. 4 172 173 246955 to assessment order non-composition work action a Iler 

Contractor. 1 larda.. Penalty 
was 35. 11 per cent to total receipts. The AA verification. 

23684602 193. at the tune of fma.lising the assessment 

521/1 O(V AT) 
740865 instead of allowing 35. 11 per cent rebate 
987820 towards labour. a rebate of 

~ 6765397 being 35. 11 per cent of 
~ 19269 146 the amount of labour and 
expenditure recorded in audited accounts. 
allowed rebate of ~ 12068982 towards 
labour and expenses and profit. This resulted 
in under detennination of taxable turnover to 
the tune of~ 4 172173. This resulted sho rt 
levy of tax ~ 246955 and penalty ~ 740865. 

10 c ro. I larda 2009-1 0 2 12852 4 8 187 32 188 The AA levied tax on the taxable turnover On being pointed out 
(20 11-1 3) June 20 12 536101 12.5 59567 of ~ 1783964. According to audited trading the AA stated to take 

Mis Goyal 748953 67754 accounts of the dealer, the taxable turnover action a Iler 

Construction lnt.27 166 
calculates to ~ 2532917 a Iler al lowing verification. 

Contractor. I larda.. deduction of labour. labour welfare tax and 

23274600818. 
94920 expenses from the receipt. This resulted in 

I 
I 030/ 1 O(VAT) under detennination of turnover to the tune 

of ~ 748953. This resulted short levy of tax 
and interest thereon amounting to~ 94920. 

II I CTO. 1 larda 2008-09 5302060 4 2 12082 2 19924 The AA levied tax on the taxable turnover of On being pointed out 
(201 1- 13) June 20 11 2495087 12.5 3 11 886 ~ 18956050. According to audited trading the AA stated to take 

Mis Sai}ed /\Ii. 7797 147 523968 account the taxable turnover computing to action a Iler 

Contractor. I larda. ~ 26753 197. Resulting in under verification. 

239146020 18, detennination or taxable turnover to the 

120 09(VAT) extent of ~ 7797147 on short levy of tax 
thereon to the tune of ~ 523968. 

12 ClO. llarda 2009- 10 230357 5 11 5 18 67984 111e /\A levied tax on the taxable turnover of On being pointed out 
(20 11 -13) June 2012 230358 12.5 28795 ~ 23476778 aller allowing deduction of the AA stated to take 

M 's M.1 1. Sons. 4607 15 403 13 ~ 6068435. On account of labour charge. But action after 

1 larda. the audited accounts of the showed labour verification. 

23094602760. expenses of ~ 5607720. This resu lted in 

762/ IO(VAT) under dctcnn inat ion of turnover to the extent 
of ~ 4607 15 and short lcV) of tax ~ 403 13. 

182 



(I) 

13 

14 

(2) 

C 10. 1 lanla 
(2011-1 3) 
M \ J)nti 
Constructions Co .. 
( (ard(L 
23154600884. 
327 IO(VAT) 

ClO-Xlll. Indore 
M ~ Aru.hish 
Elc<.1ricals. Indore. 
2378130171 3. 
CS00000000'.19535 
(VAi) 

15 1 CTO-Xlll. Indore 

16 

M's R. Barl.alle & 
Co .. Indore. 
2364 1303 148. 
159:.! IO(VAI ) 

CTO-Xlll. Indore 
Mis Gru1gotri 
Construction. 
Indore. 
23401302504. 
CS00000000319 I 
(VAl) 

(3) 

2009-10 
June2012 

2011-12 
December 

2012 

2009-10 
April 2012 

2010-1 1 
January 

20 13 

(.:I) 

2709946 
2196761 
1382331 
6289038 

731703 
870832 

2612497 
4215032 

1648128 
3708080 
5356208 

474472 
828792 

1303264 

(5) 
4 

5 
12.5 

1.5 
13 
5 

4 

12.5 

5 
12.5 

(6) 

104229 
104608 
153592 
362429 

10976 
113208 
130625 
254809 

Pen 764427 
1019236 

65925 
4635 10 
529435 

23724 
103599 

127323 

183 

(7) 

4066 

1080233 

(8) 

The AA levied ta' on the ta,ablc turnover or 
t 2953372 after allo\\ ing deduction oflabour 
charge l\\icc ~ 10481730 on account or oil 
worl. and labour work at first stage and 
funhcr 40 per cenl of the gross turnover of 
non-composition work on account of labour 
charges. In this manner deduction on account 
or labour charges/labour work wru, allowed 
t\\ ice. 111e labour charges were not 
mentioned in the audited accounts of the 
dealer. This resulted in under deterniination 
of taxable turnover b) ~ 6289038 after 
deducting 40 per cent of ~ I 048 1730 from 
it. Subsequently it resulted in shon lev) of 
tax to the tune or t 362429. 

The AA IC\ ied tax on taxable turno\er or 
t 29315703. As per audited account of the 
dealer gross turnover was ~ 65231537 (sales 
accounts ~ 28966460 + Contract Receipts 
~ 35533369 + sale of old car~ 73 1703 ). This 
resulted in under determination of taxable 
turnover ~ 42 15032 and subsequent!) short 
le\ :r or the amounting 10 ~ 254809 ruid 
penalt) ~ 764427 

657502 The AA levied tax afler determining ta,able 
turnover at ~ 2708 1382. As per audited 
accounts material cast was t 2581804. On 
adding 10 its freight, loading-unloading. 
transportation and fuel expenses and profit as 
per audited accounts it goes up to 
t 35046923 atler giving rebate or timber and 
VAT includes in the sale the ta,able turno,er 
calculate to t 32437590. This resulted in 
under determination of taxable turnover to 
the extent of t 5356208 and subsequentl:r 
shon levy of tax~ 529435 

559755 The AA le\ ied ta' afler determination the 
taxable turnover at ~ 23209078. As per 
audited accounts of the dealer the taxable 
turnover computes to ~ 245 12342. This 
resulted in under determination of taxable 
turnover of ~ 1303264 and consequent!) 
shon le'') ofta.,\ the tune of~ 127323. 

(9) 
On being pointed out 
the AA stated 10 take 
action aflcr 
verification. 

On being pointed out 
the AA tated to take 
action afler 
verification. 

On being pointed out 
the AA did not 
furnish relevant rep!~. 

On being pointed out 
the AA stated to take 
action a fl er 
verification 

( 10) 



(I) 

17 

18 

(2) 

I C IO-Xl. Indore 

Mis I limalaya Drug 
Co .. Indore. 
23511104903, 
322/IO(VAT) 

Shri Pradecp Dube. 
AC Indore 

M s etco Pharma 
Ltd .. Indore. 
23341300791, 
CS0000000079 1 
(VAT) 

(3) 

2009-10 

April 2012 

2010-11 

Februat) 
2013 

(4) 

2947562 

7039968 

9987530 

117187856 

(5) 

5 

12.5 

5 

(6) 

147378 

879996 

1027374 

5859393 

184 

(7) 

80090 

9339 

(8) 

·me AA le\ ied La\ afier determination the 
taxable turnO\ er at ~ 217214 126. It has been 
discussed in the assessment order that a 
Consolidated accounts of the firm is prepared 
b) the registered oflicc of the finn at 
Mangalore Karnataka. For 13ranch onicc at 
Indore ledger. stock rccci\ed register. 
invoice sales bills and registered are kept. As 
per summat) of stock receipt (im1ard) 
submiucd b) the dealer. sho11cd total receipt 
of~ 235657269 of Cosmetics and Medicines. 
Aller following rebate of stock transfer to 
oil.er branches. ta' free sales and sales return 
from total receipts the ta\able tumoH:r 
computes to ~ 227201656. This resulted m 
under determination or 1urno1er to the 
e'tentof ~ 9987530 and consequently short 
lei y or tax amounting 10 t I 027374. 

The AA le\ ied tax aflcr determination the 
taxable turno\er at ~ 173580600. Neither 
audited accounts nor an) other trading 
account \\a.\ submillcd b) the dealer. As per 
periodical return and assessment order of 
Entry ta\ case of the dealer for same period. 
Total purchase on stock transfer of medicines 
was t 3 10603060. Afier gi,ing deductions 
an account or ta\ free goods sales return. 
stock transfer to other branches and V Al 
collected in sales as per assessment order of 
VA 1 cases from total purchase the taxable 
t:.srnover computes to ~ 290768456. lnis 
resulted in under determination of taxable 
turno' er to the extent of t 117187856 and 
consequent!) short leV) of ta\ to the tune ol 
~ '.:859393 at the rate of fh e percent. 

(9) 

On being pointed out 
the AA stated to u:ke 
action after 
verification 

On being pointed out 
the AA stated to take 
action after 
l'Crification 11 ith 
respect to audit 
objection. 

(IO) 

~~~~~~~~-'-~~~~~~~~'--~~~~~ 



(J) 

19 

20. 

21. 

(2) 

Shri Pradeep Dube. 
AC Indore 

Ms Ganan 
Dunkrale & Co. 
Ltd. 

238 1090 19 11. 
44/09(VAT) 

Sh 11.L. Ramtake. 
A.C.. Dn.-Satna 

Mis A.K. 
Construction Satna. 
23637004075. 
44/09(V A'I ) 

Sh 11.L. Ramtakc. 
A.C. Dn.-Satna 

Mis K.D. Singh. 
Contractor. Re\\a. 
23646905965, 

64/IO(VAT) 

(3) 

2008-09 

June20 12 

2009-10 

June 20 12 

2009-1 0 

20-6-11 
CURD) 

& 12-6-1 2 
(Jill) 

26764978 

1408683 

28 173661 

51540 1 

907915 

424775 

184809 1 

757152 

6165381 

3893925 

10816458 

(5) 

4 

12.5 

4 

5 

12.50 

4 

5 

12.50 

(6) 

1070599 

176055 

1246684 

Int. 
729310 

1975994 

(7) 

724062 

206 16 409161 
45395 (amount 

53097 of 
turno\er 

11 9 108 alread) 

30286 

308269 

486741 

825296 

included 
in lnem. 
Para no. 
TD.) 

451804 

(8) 

The AA whi le re-assessing the case on 
30.06.12 al lowed deduction or 
'{ 46956102 on account of \\OrJ.. done by 
Sub-Contractor on behalf of the dealer. 
There was no fomi-3. required according to 
rules/ as proof of responsibility of payment 
of tax being undertaken by the Sub­
Conlractor. on-avai labil it) of form-3 in the 
file \\as pointed out by rcli.tnd sanctioning 
authorit> also. This rendered the deduction 
irregular and resulted in under determination 
of taxable turnover '{ 281 73661 (60 per cent 
of amount o r '{ 46956 102). Consequent upon 
this. there was shon lev) of tax to the extent 
of '{ 1246684 and interest of '{ 7293 10. 

The AA levied tax at the taxable turnover of 
'{ 18564842 at different rates. When: as 
acording to audited accounts the taxable 
turnO\ er calculates to '{ 2041 2933. lnis 
resulted under determination of turnover to 
the tune of'{ 1848091 and consiquentl) shon 
le' y of tax amount ing '{ 119108 

The dealer was assessed to ta."\ in rwo phases. 
one for URD period b) one authority (AC) 
and another for registers period another 
authority (AC). the total taxable turnover 
determined by the authority was when added 
together was less by '{ I 08 16458 than the 
returns submitted by the dealer and audited 
accounts of the dealer. Thus resulted under 
detern1 inat ion of turnover to the extend of 
~ I 08 16459 and incident!) short lev) of tax 
amounting Lo'{ 825296. 

(9) 

On being pointed out 
the AA stated to take 
action aficr 
'eri fiealion. 

On being pointed out 
the AA stated to take 
action 
verification. 

after 

On being pointed out 
the AA stated to take 
action aner 
verification. 

(IO) 



(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) 

22 CT0-11, G\~alior 2010-11 I 643665 13 83676 438795 Scrutiny of the case revealed that the AA On being pointed out 
M/.s Manish Goyal August Pen detennined the taxable turnover of cement at the AA stated that 

23775207666 2012/ June 25 1028 ~ 5329620 taxable at the rate of 13 per cent audit \~Ou ld intimated 

146/ 11 20 13 
334704 

and levied tax turnover. There is no opening after making notes as 
or closing balance rendered in the audited per rule. 
accounts of the dealer. As per purchase list 
of cement the dealer has purchased cement 
of~ 59 14770 net of tax, and put to use in the 
process. This resulted in under detern1ination 
of turnover to the lime of ~ 585150 
(5914 770-5329620). After adding 10 per 
cent of profit the under determination of 
turnover calculated to ~ 643665. 
Consequently it concluded short levy of tax 
amount ing to ~ 83676 at the rate of 13 per 
cent on the above said under detennined 
turnover and penalty ~ 25 1028 thereon. 

Total 225581906 13016185 5639199 
Pen 

2190660 
Int. 929752 

16136597 

186 



Annexure-VI 
Para No. 2.8.9.3 (Non/Short levy of Entry Tax) 

I. Name of auditee Assessment Amount of Refund TTO Rate of tax Amount of Observation in brief Reply of the 
No. unit/Dealer period !tl purchase (%) non/short Deptt. 

Month of In CT/ET/ CST value(~) Differential levy of tax 
assessment case Rates (•/o) ~ 

( I) (2) (3) (4) (5) (6) (7) (8) (9) 

I. CTO. Circle-I, Jabalpur 2009-10 6.950 4576192 I 45762 Enll') tax on purchase value of Cold drink was incorrectly levied On being 
Mi s Pancham Trading May2012 ET case Pen. 137286 al the rate of one per ce111 instead of two per cent. pointed oul the 
Jabalpur, 2359580897 I, Refund 183048 AA stated to 
161/IO(ET) take action aller 

'eri fication. 

2. CTO. llarda 2009-1 0 ( 67.984 14M66 1.5 Jnt. 38442 'I he case was assessed to lax ~ I 46466 for purchase of Iron and On being 
(2011-13) June-1 2 VAT case Steel, Sand. Cement etc. and interest of ~ 20877 was levied pointed out the 

M/sM.11. ons, I larda (Adjustment ) where as interest on ~ 1.46.466 for a period of 27 months al the AA stated to 

23094602760. 76211 O(ET) rate of 1.5 per cent per month calculates lo~ 593 I 9. This resulted take action afier 
in short lev) of tax amounting to ~ 38442 and less adjustment verification. 
against refund in late case. 

3. Smt. Preeli Shrivastava. 2008-09 29.660 9237984 I 92380 The AA while assessing the case allowed a rebate of On being 
AC. Dhar June-12 ET ca~e ~ 9237984 on account of labour charges. Labour charges incurred pointed out the 
Mis Unichem Laboratories Refund while acquiring/purchasing goods is part of purchase price. The AA stated to 
Ltd., 23981604340. Audited accounts or the dealer also confirm the fact. This take action after 

128/IO(ET) rendered the rebale irregular and consequent!) resulted into short 'eri fication. 
levy of taA to the tune of ~ 92380 

4. Smt. Seema Pandey. A.C. 2009-1 0 1,05,208 20072 11 2 40144 The AA while finalising the assessment allowed deduction of On being 
Circle- 3. Bhopal June 2012 (VAT case Pen. 140504 Iron and steel of ~ 20072 11 purchased from Mandideep a pointed out the 
Mis Technocon, Bhopal, adjustment 180648 manufacruring unit. lreating il tax paid. The scrutin) of purchase AA stated (0 

23 11 3803 178. 414/ 10( Ef) 
I 19,369) 

list and purchase bills revealed that the purchase of Iron and steel take action after 
was nol tax paid. This resulted in short levy of entry tax veri Ii cation. 
amounting ~ 40144 and penalty of~ 140505. 

1 0"7 



(I) 

5. 

6. 

7 

8 

(2) 

Dr. R.K. Gupta. D.C, Dn, 
atna 

Mis Kamal pongc Steel & 
Power LTD.. atna 
23697002889, 7/IO(ET) 

Sh. 11.L. Ramtal\e. A.C., 
Dn.. atna 
Mi s A. K. Construction . 
Satna, 23637004075. 
103/IO(ET) 

CTO agar/ 
Mi s. Sahib Casting Works 
23587502548 C -18844 ET 

CTO- II Gwalior/ 

Mi s implex lnfrastructur.:s 
Ltd. 
2320504647 14/ 10. ET 

(3) 

2009-1 0 
April-12 

2009-10 
June2012 

2010-11/ 
February 

2013/ 
June 2013 

2009-10/ 
Junc2012 
1June2013 

(4) 

( 1.28.343 in cs·1 
case) 

409161/ 
VAr Cac;e 

(Adjusted amt. 
~ 157326 in ET cac;e) 

10. 108 
ET 

4642872 
(VAT)/ 

(after Adjusted in ET 
Case ~ 609896) 

(5) 

18368127 
28373153 

26322 17 
(iron & tower 

material) 

3052811 

(I.) 

{i) l 545668 

(ii) l 14084716 

(2.) 9093 198 

(6) 

1(2-1) 

211 

10 ii 

I ii 

2/Nil 

188 

(7) 

183681 
283732 
467413 

Int. 168269 
635682 

26322 
Pen. 92127 

11 8449 

30528 
Pen 91584 

122112 

154567 

1140847 
1295414 

pen 3886242 
5181656 

181864 

(8) 

The AA while finalising the assessment did not levy rax on 
purchase of Furnace oil of ~ 18368127.a schedule Ill goods 
which was subjected to manufacturing of other goods. This 
resulted non levy of tax amounting to ~ 18368 1. Further on 
Interstate purchase of coal. lubricant and iron amounting to 
~ 121165854. This anracted tax at the rate of 2 per cent but the 
purchase of ~ 9279270 I only out of this purchase was levied tax 
at the rate of 2 per cent and the remaining purchase of 
~ 28373 153 was levied la' at the rate of I per cent. This resulted 
in short levy of tax amounting to~ 283732. The total of non-levy 
and short-levy of tax amounted to ~ 467413 and interest of 
~ 168269 thereon. 

The AA levied tax on the URD purchase of Iron and teel and 
telecommunication tower material, incorrectly al the rate of I per 
cent in Lead of 2 per cent as requir.:d under the pro\ ision. This 
resulted in short lev) of tax amounting Lo~ 26322. As the dealer 
submitied returns and deposited the tax al rate of I per cent on 
that purchase. I lcnce penalty amounting to t 92127 also leviable. 

The AA levied ta' on imported Iron & teel at the rate of one per 
cent instead of two per cent in pursuance of Entry no 11/3 of the 
Act. This resulted in short leV) of tax amounting tot 30528 and 
penal!)' of t 91584 thereon. 

I- The AA levied tax afier detern1ining the la\able turnover 
t 98224680 according to the declaration of purchase form 49 and 
relevant records total taxable turno\ er is t 213855064. This 
resulted in non levy of tax on purchase of t 115630384 
(213855064-98224680) consequentl) it resulted in short le.,,; of 
ta' to the tune of t 1295414 and penalt) there on t 3886242. 
The proposed levy of tax includes ta' at the rate of I 0 per cent on 
t 1545668 as it a mobile crane and in the light of the judicial 
pronouncement in the case of Mis. Guru Moo\ers Pvt. Ltd .. 
Peetharnpur, CCT MP Order No.24/08nOIXI Dt. 22.01.2009. and 
at the rate of one per cent on ~ I 14084 716. 
2- Further the AA allO\\ed deduction of~ 9093198 on account of 
Interstate sales purchase value. As per the sale list the sale 
turnover of scrap net of Iron and steel. This resulted in short levy 
of entry tax tune of t 181864 of two per cent on 
t 9093198. 

(9) 

On being 
pointed out the 
AA stated to 
take action after 
\ crification. 

On being 
pointed out the 
AA stated to 
take action afier 
veri lication 

The AA stated 
that action 
would be taken 
aficr 
veri lication. 

The AA stated 
that action 
would be taken 
aflcr 
veri lication. 



(J) (2) (3) (4) (5) (6) (7) (8) (9) 

9 K;To Sagar/ 2009-10/ 191135 342347 I/Nil 3423 On re-assessment the AA fell to levy lax on purchase price of The AA stated 
Mis Manali Construction April 20 12 / (VAD/ Pen. 10269 Bitumen t 342347 which was no1 included in the purchase list as that action 

123467504554 255110 ET June20 13 (after Adjusted in ET 13692 ii has been discussed in the assessment order of state case. This would be taken 

Case resulted in on lev) of tax of t 3424 at the rate of one per cenJ afier 

33475) 
on the turnover t 342347 and penalty tl 0272. verilica1ion. 

Total 46718 193460140 2183250 
Penalty 

4358013 
lnt.206711 

6747974 

ote:-This renders the refund oft 467 18 in ET case, refund of( 5348376 in Stale case and refund of t 128343 in CST case in \\hi ch 1he assessed demand of Entry Tax case under question has been adjusted. 
( 4.85.386 [1.05.208 VAT (CTO Ill. Bhopal). ( 128343 C T (DC. Satna). ( 25 1835 VAT (AC. Dn. atna)] 

1 RQ 



Annexure-Vll 

Para No. 2.8.9.4 (Allowance of inadmissible ITR) 

SI. I Detail of l lnit & Dealer, Period Amount of Amount Audit Observation Reply of the Department 

No. Tl1'. Case No. /Month of IT R of Refund 

I 
assessment objected (~) <'> 

Ill I (2) (3) (4) (5) (6) (7) 

I. Smt. Precli Shrivasta\a 2009-10 40651 55891 The AA assessed the dealer lo ta' and penalt) 't 4007042. Aller adjusting On being pointed out the AA stated 
AC. Dhar June 2012 the Tax deducted at source (TDS) t 4022282 received against purchase to take action afler verification. 

Mis Ramesh Chandra of Soya been and Input Tax Rebate (ITR) allowed on purchase of 

Surajmal. Badna\\ar. packing material t 4065 1. erroneously. allowed refund of ~ 55891. This 

Dhar. 23971600805. resulted in irregular refund of ITR to the tune oft 40651 . 
16110(V1\T) 

2. CTO. Bhind 2006-07 63234 63234 The dealer was granted Input Tax Rebate (ITR) of t 1,66.423 and had On being pointed out the AA stated 

M,'s Kai lash Agrawal. June 2009 submitted T~ deducted al source (TDS) 't 38 147. The total of these two lo take action after verification. 

Bhind. t 204570 was adjusted against the assessed tax ~ I 03 189. The AA 

23684802207, 
adjusted the assessed tax and incorrectly ordered for a refund of 

I 08/07(V I\ r) ~ I 0 138 1 instead of ordering for refund ~ 38 14 7 and carrying forward 
the excess of !TR t 63234. This resulted in irregular refund of ITR to the 
extent of t 63234. 

3 CT0-11. Gwalior 2009-10 32 1980 201 1065 The refund case period of 2009-1 0 \~as repatriated to the AA b) the On being pointed out the AA stated 

M 's M Vcnkatrao May 2012 competent authority on 5.06. 12 for \Crification of claimed ITR amount. that audi1 would intimated after 

I nfrastructurc( P)I td No proof of verification of ITR was found in the fi le. l IO\\evcr. the AA making notes as per rule. 

2349520811 I on Vcl) next da) of above said instruction, The AA issued RPO on 

136/1 O(V A I') 
6.06. 12 for ~ 1644243 after adjusting demand in ET cases of~ 366822) 
from the refund amount t 20 11 065. As per refund fi le no efforts to verify 
the ITR was appear to have been made. This resulted in non-compliance 
of instructions of senior officers. and irregular payment of refund as it 
was not scrutin) by competent authority. 

4 CT0-11. G\\alior 20 10-1 1/ 4076 1 146705 The AA \\hile finalising the assessment allowed ITR '~ithout verifying On being pointed out the AA stated 

Mis Sentul} Construction, June-12 the purchaser and the tax paid thereon. As per purchase list there \\as to that audit \ \ OU Id intimated afier 

23415208252 transactions of import consequently. There was purchase of ~ I 0 14679 making notes as per rule. 

804/ I I (VI\ I ) on "hich ITR of t 4076 1 was a llowed irregular allowance of ITR 
t 4076 1 f his resu lted in irregular grant of ITR t 40761 and penalty 
t 122283 thereon. 

TOTAL 466626 2276945 

190 



Annexure-Vlll 
Para No. 2.8.9.6 (Adjustment of irregular 'TDS') 

SI. Name of auditee unit Period/ Grant of Amount of Amount Observation in brief Reply of the Deptt. 
No. Dealer, TIN, Case no month of deduction short of 

assessment on realisation Refund 
irregular (~ (f) 

declaration 
(f ) 

(I) (2) {3) (4) (S) (6) (7) (8) 

I. Sh. 11.L. Ramtakc. A.C .. 2009-1 0 25 1849 251849 409161 The AA while fina lising the assessment allowed adjustment of On being pointed out the AA 
Dn.-Satna June 2012 irregular three T.D .. amounting to f 251849. Out of the three T.D . . stated to take action aller 

Mis A.K. construction. two T.D . . amounting to f 25 1849 did not contain the detail of verification. 

atnn. 23637004075. depositing the amount of Government Treasury whi le the third T.D.S. 

I 03/1 O(V AT) pertain LO the transaction of previous financial year. 

2 Sh. 0 .P.Vcrma A.C .. 2010-11 - 19090 33458 The AA \1hile finalizing Lhe assessment allowed adjustment of such On being pointed out the AA 
Circlc-V. Bhopal January T.D.S. some of the transaction contained in the T.D.S. amounting to stated to take action after 

Mis Zoom Computer 20 13 f 19090 did not pertain to the financial year fo r which adjustment was verification. 

System. Bhopal. allowed. 

23934008658. 
98211 l(VAD 

3. CTO. Sagar/ 2007-08 17229 248 1 2245 The AA allowed adjustment of the TDS issued for the transactions of The AA assured that action 

M/s Anand Agro. agar April 2012 previous year. against the assessed tax. TI1is resulted in irregular would be taken after 

23307502508 allowance of deduction of f 2481 against the assessed Tax. verification. 

Remand,3/ IO(Vat) 

4. CTO. Sagar/ 20 10-1 1 2326 11 2326 11 5793 The AA allowed adjustment of the TDS issued for the transactions of The AA stated to take action 

Mi s miriti Traders. agar January more than one month. This resulted in adjustment of irregular m a Iler veri fieation. 

235574023 15 23957/Vat 2013 amounting Lo f 232611 against the assessed Tax. 

1 '" 



(I) 

5 

6 

(2) 

CT0-11 , Gwalior 

Mi s A.N .. Construction 
23285205365 
57/ IOVAT 

CT0-11, Gwalior 

Mis M Venkatrao 
Infrastructure (P) Ltd. 

2349520811 1 
136/ I O(V AT) 

(3) 

2009-1 0 
August 
20 11 

2009-10 
May 2012 

(4) (5) (6) 

1649381 1649381 1647381 

3799732 3799732 2011065 

(7) 

The refund case \\as repatriated to the AA by the competent authority 
on 5.11. 11 for verification of deposit of TD in to govt. treasur)'. o 
proof of deposit of TDS into govt. treasury was found in the file. 
I lowever. the AA on 08. 11 . 11 of above said instruction. the AA issued 
RPO on 08. 11 .11 for t 164538 1 afler adjusting demand in ET of 
t 2000 from the refund amount t 164738 1 further the AA wrote a 
letter to the Executive Engineer I larsi irrigation di\ ision, Dabra for 
details of deposits of the amount of TD to govt. treasury on 21. 11 .11 
i.e. the date when RPO was issued. As per refund file. no efforts to 
verify the TD was appear to have been made. This resulted in non 
compliance of instructions of senior officers, and irregular payment of 
refund as it was not scrutiny by competent authority. 

The refund case period of 2009- 10 was repatriated to the AA by the 
competent authority on 5.06.12 for verification of deposit of TD 
amount in to govt. treasury. No proof of deposit of TD amount into 
govt. treasury \\as found in the file. I lowever the AA on vel) next day 
of above said instruction, The AA issued RPO' s on 6.06. 12 for 
t 1644243 after adjusting demand in ET cases oft 366822 from the 
refund amount t 20 I I 065 further the AA wrote a letter to the project 
Officer. National highway Authority of India. Gwalior fo r detai ls of 
deposits or the amount of TD to govt. treasury on 13.06.12 i.e. U1e 
date when RPO was issued. As per refund file no elTons to verify the 
TD was appear to have been made. This resulted in non compliance 
of instructions of senior officers, and irregular payment of refund as it 
was not scrutiny b) competent authority. 
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(8) 

On being pointed out the AA 
stated that audit would 
intimated after making notes as 
per rule. 

On being pointed out the AA 
stated that audit would 
intimated after making notes as 
per rule. 



(I) (2) (3) (4) (5) (6) (7) (8) 

7 CT0-11. (,\\alior 2010-1 1 182039 182039 1788039 I he refund case period of 20 I 0-1 I '~ere repatriated to the AA b) the On being pointed out the /\A 

Mis M Venkatrao May2012 competent authority on 5.06.12 for verification of deposit of TDS stated that audit would 

Infrastructure (P)Ltd amount in to govt. treasury. No proof of deposit of TDS amount into intimated after making notes as 

23495208 111 govt. treasury was found in the file. I lowever. the A/\ on very next day per rule. 

231'1 l(Vl\I') of above said instruction. rhc /\A issued RPO" s on 6.06.12 for 
~ 1788039 after adjusting demand in ET cases of ~ 2000 from the 
refund amount '{ I 790039 liinher the AA "rote a letter to the project 
omcer. ational highwa) Authorit) of India. Gwalior for details of 
deposiL~ of the amount of fDS to gO\t. trcasul) on 13 .06. 12 i.e. the 
dute when RPO was issued. As per refund file no efforts lo \erif) the 
TOS was appear to have been made. This resulted in non compliance 
of instructions of senior officers. and irregular pa) ment of refund as it 
was not scrutin) b) competent authority. 

TOTAL 6151931 6137183 5899142 
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(A) 

SI. Name of Audittee 
l"lio. l'nit/Dealerffl~/ 

Case :'iio. 

(I) (2) 

I CT0-11 Q,,a lior 

'Ws LaJ...hpati Singh 
Contractors 
23985203525 
20308 VAi 

2 CT0-11 G\\alior 
~1 s 'an:shKatarc 

Contrnctors 
23285207305 
130.08VAI 

3 CIO- II Gwalior' 
M/s Simplex 
ln frastrueLUres I td. 
2320504647 
JJ JOVAf 

TOTAL(A) 

(J) 

2007-08 
/Febru31') 
2010 and 
April 2012 
(section 21 ) 

2007-08 
Jul)2010 
and 
June 2012 
(section 21) 
t June 2013 

2009-1 0/ 
June2012 
and 
August 
20 12 
(section 21 ) 
June 2013 

(4) 

805 178 

492367 

4642872 

594041 7 

Annexure-IX 
Para No. 2.8.9.7 (Non imposition of penalty) 

(~) 

352585 
(ITR) 

106354 
( I rR) 

1532 
(IDS) 

1775682 
( rl R) 

2234621 
( IT R) 

1532 
(TD ) 

(6) 

1057755 

323658 

53270-16 

6708459 

Obsen ation in brief 

(7) 

The Competent Authorit)' ordered to looJ... in to the matter of 11 R and 
re-scrutinises that to the /\A. lhe AA after calT) ing out necessal') scrutin) 
denied to accept a part of ITR ~ 352585. This \\as initiall) claimed b) the 
dealer. Denial or the claimed ITR b) dint of evidences IO\.OJ...ed provb1on or 
section-21 of the /\ct and the dealer "as liable to penalt) . rhis resulted in 
imposition of pcnalt) ~ 1057755 and less assessment of demand to same 
C\tent. This rendered the refund of ~ 805178 irregular in the case. 

The Competent Authorit) ordered to look in to the matter of ITR/TD · and 
re-scrutinise that to the /\A. Inc AA after C31T) ing out ncccssal') scrutiny 
denied to accept a part uf rl Rand TD ~ 107886. Which \\as initiall) claimed 
by the dealer Denial of the claimed I fR b) dint or C\ idenccs invoked pr<H 1sion 
of secuon-21 of the Act and the dealer "as liable to penal!) . I his resulted in 
imposition of penalt) ~ 323658 and less assessment of demand to same extent. 
lnis rendered the refund of ~ 492367 irregular in the case. 

lne Competent Authont) ordered to looJ... in to the mauer of 11 R and 
re-scrutinises that to the AA. fhe AA after carrying out necessary scrutiny 
denied to accept a part of I rR ~ 1775682.This ''as initial)) claimed by the 
dealer. Denial of the claimed ITR b) dint of evidences invoked pro' ision of 
section-21 of the Act and the dealer \\as liable to penal!) . This resulted in 
imposition of pcnalt) ~ 5327046 and less assessment of demand to same 
e\tent. rhis rendered the refund of~ 46-12872 irregular in the case. 
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Reply of the 
Department 

(8) 

1 he AA stated that 
action would be taken 
aner \0erification. 

lne AA stated that 
action would be taJ...cn 
aller verification. 

1 he AA stated that 
action would be taken 
oner verification. 



SI. ame of Audittee Assessment Refund Amount Amount Observation in brief Reply of the 

No. I Unit/Dealer/Case No. period Amount by which of Non Deptt. 
Month of after TTOwas levy or 

assessment Assess men raised Penalty 
t under <'> <'> 

settion 21 
(~ 

(I) (2) (3) (4) (5) (6) (7) (8) 

I CTO Sagar/ 2009-1 0/ 191135 588222 298047 'I he case was re-assessed at the instance of refund sanctioning authorit) . As per form-49. The AA Slat Cd 

Mis Manali Construction April and a purchase declaration, the dealer had purchase Bitumin amounting lo that action \\OU Id 

23467504554 July 20 12 ~ 342347. which was not declared in the purchase list submitted by the dealer. The AA be taken after 

255/ 10 VAT 
(section 21) determine the sale of Bitumin and assessed it to tax of~ 99349 but did not leV) the verification. 
/June 2013 penalty. This resulted in non levy of penalty to the tune of~ 298047. This rendered the 

refund of ~ 191 135 irregular in the case. 

TOTAL· (B) 191135 588222 298047 

Total (A+B) 6131552 2824375 70,06,506 



SI.No. Name of Unit 

1. 2. 

I. OMO, Alirajpur 

2. OMO, Anuppur 

3. OMO, Balaghat 

4. OMO, Chhatarpur 

5. OMO, Damoh 

6. OMO, Indore 

Annexure-X 
Para referred in to the paragraph 7.6.19 

Statement showing non/ hort realisation of contract money 

No. of Contractors Payable amount Paid amount 
Cf} Cf) 

3. 4. 5. 

6 60,000 --
25,000 --
49,750 --
77,250 --
83.250 ---
78,750 

4 1,26,000 50,400 

1,43,750 76,680 

1.2 1.000 --
65,000 2 1,000 

2 1,27,500 --
1,29,710 --

2 81 ,500 --
1.3 1,250 --

6 1,45,000 --
1, 11 ,000 44,400 

1,65,000 66,000 

1,50,000 --
77,500 --
90.000 --

5 1.40,000 54.000 

57,500 --
2,50.250 --
75,250 --
22,800 --

196 

Balance amount Total 
Cf) Cf) 

6. 7. 

60,000 3,74,000 

25,000 

49,750 

77,250 

83.250 

78,750 

75,600 3,07,670 
67,070 

1.2 1,000 

44.000 

1,27,500 2,57,210 

1,29,710 

81,500 2, 12,750 

1,3 1,250 

1,45,000 6,28,100 

66,600 

99,000 

1,50,000 

77,500 

90,000 

86,000 4.91,800 

57,500 

2.50,250 

75,250 

22,800 



1. 2. 3. 4. 5. 6. 7. 

7. OMO, Jabalpur 2 8,50,000 7, 17,500 1,32,500 1,78,500 
2,00,000 1,54,000 46,000 

8. DMO, Katni 8 75,500 -- 75,500 10,38,400 
1, 10,000 -- 1,10,000 
1,92,400 -- 1,92,400 
1,98,750 -- 1,98,750 
1,98,750 -- 1,98,750 
75.500 -- 75,500 

1, 12,500 -- 1,12,500 
75,000 -- 75,000 

9. OMO, Satna 5 13,750 -- 13,750 1,26,084 
15,000 -- 15,000 
12,000 -- 12,000 
65,334 -- 65,334 

20,000 -- 20,000 

10. OMO, Shabdol 15 12,890 -- 12,890 6,98, 137 
2011-12 24,036 -- 24,036 

12,018 -- 12,0 18 
2,53,73 1 1, 10.000 1,43 ,731 
40,666 -- 40,666 
14,635 -- 14,635 

25,005 -- 25,005 
11 ,750 -- 11 ,750 

1,73,3 17 -- 1,73,3 17 
5 1,800 -- 51,800 
13,956 - 13,956 
17,000 -- 17,000 
17,000 - 17,000 
19,333 -- 19,333 

1,2 1,000 - 1,2 1,000 



I. 2. 3. 4. 5. 6. 7. 

I I. OMO. Shahdol 3 3,00,000 -- 3,00,000 3.39.500 

20 12-1 3 25,000 8,000 17,000 
22,500 -- 22,500 

12. OMO, Sidhi " .) 6,45,750 -- 6,45 ,750 6,75,250 

20 I 2-13 58,750 29.250 29,500 

13. DMO, Sidhi 7 30,000 -- 30,000 6,69,500 

2011-12 2.51,000 -- 2,5 1,000 

1,01.000 -- 1,01,000 
75,500 -- 75,500 

36,500 -- 36,500 

40,500 -- 40,500 

3,45,000 2, 10,000 1,35,000 

14. DMO, Tikamgarh 2 1,09,125 -- 1,09, 125 1.52,825 

3.25,000 2,81,300 43,700 

Total 69 79,72,256 18,22,530 61,49,726 61,49,726 

Note: An amount of ~ 81.22 lakh relates to the objection taken during transaction audit of DMOs Bhopal, Chhindwara, Dewas, 
Ho hangabad, Mand aur, Panna, Raisen, Rcwa, Sagar, ehore, eoni, hivpuri and Umaria. 

(Say~ 1.43 crore) 

l98 



Annexure-XI 
Para referred in to the paragraph 7. 6.20. I 

Statement showing non levy/realisation of interest on belated payments on Mining Lease 

SI. Name of Name of cement Due royalty Paid royalty Delay in Interest leviable Interest levied Balance 
No. Unit factory <'in lakh)/ <'in lakh)/ days <'in lakb) <'in lakb) <'in lakb) 

(period) Cballan no. & 
date 

I. 2. 3. 4. 5. 6. 7. 8. 9. 
I. OMO, ECL, Sohagpur 329.30/ 178. 10 --

Anuppur upto Jan. 2012 8118.2.2012 

151.20 119 11.83 Ni l 11.83 
57/16.8.20 12 

2. OMO, atna Maihar Cement, 594.15/ 619.59 25 to 300 50.04 Nil 50.04 
Satna 4/ 2011 to 67/ 15.5.2012 

3/2012 

3. OMO, Sidhi Jaypee Sidhi I 08.52/ 29 1.88 upto 630 52.07 Nil 52.07 
Cement Plant, 1/2009 lo 3/2011 66/4.1.2013 

Majhgawan 

145.53/ 

4/20 11to3/2012 2 10 20.38 Nil 20.38 

TOTAL 134.32 -- 134.32 

Note: An amount of~ 3.01 lakh relates to the objection taken during transaction audit of Diamond officer, Panna and DMO, Sagar. 

(Say ~ 1.37 crore) 

1 '"' 



Annexure-XII 
Para referred in to the paragraph 7. 6.20.2 

Statement showing non levy/realisation of interest on belated payments on trade quarry 

SI. Name of Unit No. of Contract Due contract Paid contract Delay in Interest Interest Balance Total 
No. Contract period money money days leviable levied Amount 

ors (f) (f) (f) (f) (f) 

1. 2. 3. 4. 5. 6. 7. 8. 9. JO. 11. 

1. DMO, Anuppur 8 4/ 11 to 3/ 13 176250 176250 43 to 227 15645 -- 15645 242301 
12/10 to 11 / 12 160000 160000 29 LO 150 9563 -- 9563 
4/ 10 to 3/12 189000 189000 180 to 365 32508 -- 32508 
4/ 11to3/13 101000 101000 100 to 180 9380 -- 9380 
4/ 11 to 3/13 278000 278000 43 to 148 18964 -- 18964 
4/1 1 to 3/ 13 131250 131250 86 to 137 10126 -- 10126 
4/ 10 to 3/12 862500 862500 87 to 330 117888 -- 117888 

12/ I 0 to I I I 12 451000 451000 25 to 150 28227 ---- 28227 

2. DMO, Balaghat 8 411 l to 3/1 3 651292 651292 13 to 147 25373 -- 25373 98439 
5/ 11 to 3113 730354 730354 26 to 37 7816 -- 7816 
4/ 11 to 3/ 13 375750 375750 10 to 102 15071 -- 15071 
4/1 1 to 3/1 3 123520 123520 46 to 60 4305 -- 4305 
4/1 1 to 3/ 13 183104 183104 30 3662 -- 3662 
5/ 11 to 3/ 13 1913312 1913312 20 to 30 31714 -- 31714 
4/ 11 to 3/13 113750 113750 53 3964 -- 3964 
4/ 11 to 3/13 187500 187500 53 6534 -- 6534 

3. OMO, Damoh 2 4/ 11 to 3/13 232500 232500 80 to 230 22930 -- 22930 49988 
4/ 11 to 3/1 3 232500 232500 107 to 257 27058 -- 27058 

4. OMO, Indore 6 I 0/ I I to 3/ 13 220000 220000 39toll2 10921 -- 10921 61913 
4/ 11 to 3/13 140000 124000 95 to 126 8847 -- 8847 
4/11 to 3/1 3 230000 230000 62 to 243 21323 -- 2 1323 
4/ 11 to 3/1 3 250250 250250 64 to 120 12381 - 12381 
4/ 11 to 3/ 13 75250 75250 45 2227 -- 2227 
4/ 11 to 311 3 218750 218750 32 to 52 6214 - 6214 

') ()() 



I. 
I 2. 3. 4. 5. 6. 7. 8. 9. 10. 11. 

5. OMO. Katni I 4 111 to 3116 37750 37750 260 6436 -- 6436 6436 

6. OMO. Shahdol 5 4/ 11 to 3/ 13 57666 57666 187 to 307 9365 -- 9365 23956 

(2011- 12) 4/ 10 to 3/ 12 75000 75000 75to 165 5917 -- 5917 

11/1 1 to 3/ 13 253731 110000 54 3906 -- 3906 

4/ 11 to3/ 13 53666 53666 45 to 109 2718 -- 27 18 

4/1 1 to 3/ 13 20500 20500 150 2050 -- 2050 

7. OMO, Shahdol I I 0/ I I to 3/13 177534 177534 45 to 92 8343 -- 8343 8343 

(20 12- 13) 

8. DMO, Sidhi 6 4/ 11 to 3/ 13 645750 645750 30 to 23 1 33402 -- 33402 108862 

(20 11-12) 4/ ll to3/ 13 182500 182500 169 to 259 11080 -- 11 080 
4/ 11to3/ 13 162500 162500 262 to 352 23355 -- 23355 

4/ 11to3/ 13 13 1250 13 1250 29 to 83 5380 -- 5380 

4/ 10 to 3/ 12 66000 66000 52 to 321 8094 -- 8094 

4/ 10 to J 12 345000 325000 82 to 252 27551 -- 27551 

9. OMO, Sidhi 6 4/ 11 to3/ 13 117500 960 10 117 to 392 15089 -- 15089 1052186 

(2012-13) 4/ 11 to 3/1 3 101250 10 1250 178 11850 -- 11 850 

4/ 11 to3/ 13 15003750 1220 1250 70 to 2 17 10007 11 -- 10007 11 

4/ 11 to 3/13 175000 175000 30to 128 8831 -- 883 1 

I I I 11 to 3/ 13 73500 67376 119 to 363 10 185 -- 10 185 

4/1 1 to 3/ 13 2 15250 2 15250 39 5520 -- 5520 

10. OMO, 4 4/ 11 to 3/ 13 30 1500 30 1500 6 1 to 423 49695 -- 49695 85955 
Tikamgarh 4/ 11 to 3/13 36375 36375 2 10 5023 -- 5023 

4/ 11 to 3/13 144000 144000 10 to 190 3569 -- 3569 

4/1 1 to J 13 325000 314500 7 1 to 184 27668 -- 27668 

Total 47 1738379 -- 1738379 1738379 

Note: An amount of~ 11 .84 lakh relates to the objection taken during transaction audit of DMOs, Ashoknagar, Bhopal, Hoshangabad, 
Panna, Rewa, Sagar, Sehorc, Seoni,Ujjaio and Umaria. 

(Say ~ 29.22 lakh) 

20 1 



Annexure-XIII 
Para referred in to the paragraph 7. 6. 20.3 

Statement showing non levy/realisation of interest on belated payments on quarry lease 

SI. Name of No. of Lease period Due Dead Rent/ I Paid Dead Delay in Interest Interest Balance Total 
No. Unit Contractors Due Date Rent days leviable levied Amount 

(f) (f) (t) (f) (f) 

1. 2. 3. 4. 5. 6. 7. 8. 9. 10. 11. 

I. OMO, 10 6.4.05 to 5.4 . 15 90000/Jan . I I 52800 98 to 276 6492 -- 6492 121632 
Anuppur 31.3 .08 to 30.3.18 90000/Jan. I I 89760 173 lO 329 13270 -- 13270 

28.5.05 to 27.5.15 120000/Jan. I I 105000 336 to 339 23335 -- 23335 

3.9.08 to 2.9. 18 600001 Jan. 12 60000 233 9190 -- 9190 

17.2.05 to 16.2.15 120000/Jan.12 26400 95 1649 -- 1649 

28.5.05 to 27.5. 15 120000/Jan. I 1 67200 330 14784 -- 14784 

120000/Jan.12 52800 105 3635 - 3635 

JO.ll.05to9. ll.15 90000/Jan. 12 50400 162 5369 -- 5369 

12.7.05 to 11.7.15 60000 Jan. I I 60000 65 to 323 8261 -- 8261 

60000 Jan. 12 60000 46to 150 4196 -- 4196 
23.7.08 to 22.7. 18 60000/Jan. I I 60000 330 13200 - 13200 

60000/Jan.12 60000 157 6177 -- 6194 

23.9 .09 to 22.9.19 50000/Jan . I I 48400 260 to 339 9417 -- 9417 

50000/Jan.12 26400 150 2640 -- 2640 

2. DMO, 5 2.3.09 to 1.3.19 50000/Jan. I I 30000 324 5691 -- 5691 64741 
Bala ghat 27.10.04 to 26. 10.14 60000/Jan. I I 60000 213 8403 -- 8403 

7.11.03 to 6 .11.13 90000/Jan. I I 90000 185 10948 -- 10948 

90000/Jan. 12 90000 114 6746 -- 6746 

I 0.8.06 lo 9.8.16 60000/Jan. I I 60000 179 7062 - 7062 
29.10.09 LO 28. 10.19 75000/Jan. I I 75000 465 22932 -- 22932 

75000/Jan. I 2 45000 100 2959 -- 2959 
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1. 2. 3. 4. 5. 6. 7. 8. 9. 10. 11. 

3. OMO, 9 9.5.07 to 8.5.17 120000/Jan. l 1 45000 352 104 15 -- 10415 222 102 
Chhatarpur 120000/Jan 12 120000 22 to 258 19 173 -- 19173 
(2011- 12) 60000/Jan. I I 60000 447 17635 -- 17635 

60000/Jan.12 60000 248 9784 -- 9784 
9 .6.08 to 8.6. 13 60000/Jan.12 60000 241 9508 -- 9508 
3 .7.09to2.7. 19 120000/Jan. I I 100000 136 to 298 19660 -- 19660 

54739/Jan. 10 38096 194 4860 -- 4860 
13 .11.04 to 12. 11.14 120000/Jan. I 0 120000 457 36059 -- 36059 

120000/Jan. I I 120000 9 1 7 180 -- 7 180 
9 .5.03 to 8.5.13 360000/Jan. l. I 360000 35 to 342 30431 -- 3043 1 

360000/Jan.12 360000 60 to 283 38233 -- 38233 
16.6.09 to 15.6. 19 90000/Jan.11 90000 2 18 12900 -- 12900 

90000/Jan.12 57200 5 188 -- 188 
12.6.09 to 11 .6. 19 120000/ Jan. 1 1 120000 77 6076 -- 6076 

4. DMO, 5 8.10.08 to 7.I0.18 90000/Jan.12 90000 242 1432 1 -- 14321 42204 
Chhatarpur 90000/Jan. l 3 90000 40 2367 -- 2367 
(2012-13) 12.6.09 to I 1.6. 19 100000/Jan. l 2 100000 30 to 79 3262 -- 3262 

75000/Jan. I I 75000 247 12 180 -- 12180 
24.2. 11 to 23 .2.21 I 00000/Jan. I 2 100000 122 8022 -- 8022 
30.9.03 to 29.9. 13 60000/Jan. 12 60000 52 2052 -- 2052 

5. OMO, Oamoh 6 27.10.10 to 26.10.15 50000/Jan. 12 50000 110 3616 -- 36 16 22539 
10.10.06 to 9 .10. 16 120000/Jan .1 l 120000 120 9600 -- 9600 

29.11.07 to 28.12.12 30000/Jan. l I 30000 236 2855 -- 2855 
29.3 .08 to 28.3 .13 30000/Jan. l I 30000 294 2800 -- 2800 

2.3.09 to 1.3. 14 30000/Jan. I 2 30000 262 3668 -- 3668 

? 01 



I. 2. 3. 4. 5. 6. 7. 8. 9. 10. 11. 

6. OMO, Indore s 1.4.08 to 31.3.18 120000/Jan. I I 120000 37 29 19 -- 29 19 612SS 
(20 11-12) 17.8.06 to 16.8.16 I 20000/Jan. I I 120000 20 1 IS860 -- IS860 

120000/Jan.12 120000 123 9679 -- 9679 

18.8.03 to 17.8.13 90000/Jan. I 1 90000 403 23849 -- 23849 

90000/Jan. 12 90000 38 2243 -- 2243 

2.S.08 to I .S. 18 60000/Jan. I l 60000 116 4S76 -- 4S76 

60000/Jan. 11 60000 17 433 -- 433 

21. 1.09 to 20.1.19 60000/Jan. I 1 60000 43 1669 -- 1669 

7. OMO, Indore 9 31.1.08 to 30.1.18 120000/Jan. 12 120000 19 1499 -- 1499 S93S9 
(201 2-13) 120000/Jan. I 3 120000 S I 4024 -- 4024 

23. 10. 10 to 22.10.20 7SOOO/Jan.12 120000 297 14647 -- 14647 

31. 1.08 to 30.1. J 8 120000/Jan.12 120000 62 4892 -- 4892 

21.7.08 to 20.7.18 120000/Jan.12 120000 S9 46SS -- 46SS 

120000/Jan.13 120000 44 3472 -- 3472 

2S.8.03 to 24.8.13 90000/Jan. I I 90000 I S9 to 163 9S28 -- 9S28 

90000/Jan.12 90000 12 6S I -- 6SI 

IS .1.09 to 14.1.19 120000/Jan. I 3 120000 so 394S -- 3945 

12.S.09 to I l.S.19 120000/Jan. I 3 120000 32 2S24 -- 2S24 

7. I. I 0 to 6. 1.30 7SOOO/Jan. I 2 7SOOO 43 2 12 1 -- 2 121 

88000/Jan.13 88000 42 2430 -- 2430 

13.3.09 to 12.3.19 120000/Jan. I 3 120000 63 4971 -- 4971 

8. OMO, Indore 2 20.8.08 to 19.8.18 960S7/ 16. l.12 960S7 387 24443 -- 24443 49713 
(2012-1 3) 3 l.1.08 to 30.1. I 8 234817/16.7. I I 2348 17 86 13278 -- 13278 
(On Royalty) 222420/ 16.7. 12 222420 82 11 992 -- 11992 

9 OMO, 2 16.7. 10 to IS .7.20 60000/Jan. I 2 60000 70 2761 -- 276 1 S909 
Jabalpur 1.8. l l to 31.7.2 1 42000/20.8. J 2 42000 114 3148 -- 3 148 
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I. 2. 3. 4. 5. 6. 7. 8. 9. 10. 11. 

10. OMO. Kalni 7 18. 11.03 to 17. 11.1 3 681444/Jan. I I 548444 300 to 600 153089 -- 153089 33433 1 

12.5.05 to I 1.5.25 11 52050/ 0 ec 11 800000 161 84690 -- 84690 

I 1.6.02 to I 0 .6. 12 229250/0 ec. I I 186000 150 to 300 33475 -- 33475 

6 .1 1.08 to 5.11.18 I 00000/ Jan. I I 100000 120 to 345 17398 -- 17398 

6 .11.08 lo 5.11.18 I 00000/Jan. I I 100000 330 22000 -- 22000 

3 1.5 .08 to 20.5. 18 75000/Jan. I I 36000 42 994 -- 994 

7.2.08 to 6.2. 18 I 00000/Jan. 1 I 100000 345 22685 -- 22685 

11 OMO, Satna 4 2 1.6 .10 to 20.6.10 50000/Jan. I I 35375 420 9905 -- 9905 52341 

(2011-1 2) 13.3 .11 to 12.3. 16 30000/Jan. I I 30000 383 7555 -- 7555 

11.12.11lo10.12.1 3 60000/Jan. I I 60000 322 12704 -- 12704 

60000/Jan. I 2 60000 144 5681 -- 5681 

12.8.08 to I 1.8. 18 120000/Jan. I I 64000 392 16496 -- 16496 

12 OMO, 8 22. 12.05 to 2 1.1 2. 15 60000/Jan. 12 60000 134 5287 -- 5287 43884 

Shahdol 28.2.07 lo 27.2.1 7 30000/Jan. I I 15000 138 3334 -- 3334 

(20 11-1 2) 4 .3.08 to 3.3 .18 90000/Jan . I I 50000 144 4734 -- 4734 

28.7.05 to 27.7. 15 60000/Jan. I I 60000 120 lo 322 8752 -- 8752 

23.5.07 to 22.5.17 90000/Jan . I 2 90000 42 to 183 8048 -- 8048 

3 1.3.07 to 30.3.17 30000/Jan. I I 30000 233 4596 -- 4596 

30000/Jan. I 2 30000 66 1302 -- 1302 

22. 12.05 to 2 1.12. 15 30000/ Jan.12 30000 114 2249 -- 2249 

14.8.08 to 13.8.13 30000/Jan. I I 30000 283 5582 -- 5582 

13 OMO, Sidh i 8 4.1.06 to 3. 1.16 120000/Jan. I I 120000 690 55200 -- 55200 155538 

(2011 - 12) 30.1.05 to 20. 1.1 5 60000/Jan. I 0 60000 1020 39580 -- 39580 

7.8. 10 to 6.8.20 201 40/Aug. l I 20140 480 6445 -- 6445 

32400/Jan. 12 32400 330 71 28 -- 7 128 

I 0.9.08 to 9.9.18 120000/Jan.12 120000 232 to 266 9265 -- 9265 

18.3.08 to 17.3 .18 120000/Jan. I 1 120000 64 to 393 20894 -- 20894 

120000/Jan. I 2 91200 11 to 11 2 3702 -- 3702 

2 1.5.09 to 20.5.16 75000/Jan.1 I 70400 128 lO 155 655 1 - 6551 

6.7.09 to 5.7.19 30000/Jan. I I 30000 240 4800 -- 4800 

27.12.06 to 26. 12.11 30000/Jan. I I 30000 100 1973 -- 1973 



1. 2. 3. 4. 5. 6. 7. 8. 9. 10. 11. 

14 OMO, Sidh i 6 13 .2.08 to 12.2. 18 120000/Jan. I 2 120000 242 19095 -- 19095 91712 

(2012- 13) 120000/Jan. 13 120000 58 4576 -- 4576 

30.4.03 to 29.4. 13 27500/Jan. I 0 27500 742 134 17 -- 134 17 

30000/Jan. I I 30000 377 7437 -- 7437 

30000/Jan.12 30000 12 237 -- 237 

22.9.09 to 2 1.9. 19 5573/Jan. I 0 5573 1062 389 1 -- 3891 

50000/Jan. I I 50000 697 229 15 -- 22915 

60000/Jan. 12 60000 332 8098 -- 8098 

14.12.09 to 13. 12. 14 75000/Jan. I I 35200 28 648 -- 648 

75000/Jan. 12 75000 86 to 116 5026 -- 5026 

90000/Jan. I 3 88000 16 to 85 2922 -- 2922 

16.6.08 to 15 . 12. 13 30000/Jan. I 3 30000 74 1460 -- 1460 

15. I I. 0 5 to 14. I I. I 5 60000/Jan. I 2 35200 86 1990 -- 1990 

Total 86 1327260 1327260 

Note: An amount of ~ 14.61 lakh relates to the objection taken during transaction audit of DMOs, Ashoknagar, Bhind, Bhopal, 
Chhindwara, Dhar, Gwalior, Mandsaur, Narsinghpur, Panna, Rewa, Sagar, Ujjain and Umaria. 

(Say ~ 27.88 lakh) 
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Annexure-XIV 
Para referred in lo the paragraph 7. 6. 23.2 

Statement showing non/short payment of Rural Infrastructure and Road Development Tax (RD Tax) 

SI Name of No of Minerals Year for Production Quantity Calculation of RD Tax Payable Paid Balance amount 
No Unit lessee which tax (in MT) (Average Production x amount amount Cf in lakh) 

payable PMV x 5 per cent) Cf in lakh) Cf in lakh) 

1. 2. 3. 4. 5. 6. 7. 8. 9. 10. 

I. DMO, 2 Limestone 20 11-1 2 2009-10 - 969 164.48 864225.895 x 116.75 x 5 50.45 
Damoh 2010- 11- 759287.31 per cent 

Total 1728451.79 76.06 20.04 
20 11- 12 2009-10 679350.66 

20 10-11 740294.66 709822.66 x 128.62 x 5 45 .65 
Total 1419645.32 per cent 96.10 

2. DMO, I Limestone 2011-1 2 Lime stone 4294923 .09 x 55.24 x 5 118.63 116. 13 2.50 
Katn i and Clay 2009-10 3749250.77 per cent 

2010-11 3990622.35 

Total (i) 7739873.12 
Clay 

2009-10 417250.35 

2010-11 432722.71 

Total (ii) 849973.06 

Total (i)+(ii)= 8589846.18 

3. DMO, I Lime stone 2010-11 2008-09 4941472 336277446 x 5 per cent 168.14 37.67 130.47 
Neemuch 2009-1 0 494904 1 (Average value of mineral 

Total 9890513 taken from the DMO) 

4. DMO, 2 Limestone 20 11 -12 2009-10 362722.326 I 05823 I .663 x 42 x 5 per 22.22 - 22 .22 
Satna 2010-11 1753741 .000 cent 

Total 2116463.326 

20 11 -12 2009-10 3298073 3472535 x 34 x 5 per cent 59.04 
2010-11 3646997 59.04 

Total 6945070 



1. 2. 3. 4. 5. 6. 7. 8. 9. 10. 

5. OMO, I Oiaospre 20 10- 11 2008-09 2043 2080 x 962 x 5 per cent 1.00 2.65 1.66 
Shivpuri 2009- 10 21 17 

Total 4160 
Pyroph) lli-te 2010-1 1 2008-09 19257 23523 x 28 1 x 5 per cent 3.3 1 

2009-10 27789 

Total 47046 

6. OMO, 1 Limestone 2012-13 2010- 11 12 12768 11 62976 x 48.30 x S per 28.09 - 28.09 
Sid hi 20 11-12 111 3184 cent 

Total 2325952 

Total 496.53 232.51 264.02 

(Say ~ 2.64 crore) 
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Annexure-XV 
Para referred i11 to the paragraph ..., 6.23.3 

Statement showing non-payment of MP Rural Infrastructure & Road De\'elopmcnt Tax on idle mines 

SI. Name of unit/ Aud it No. of Area of lease Year for which Rate per Payable Paid Bala nce 
No. period lessee (in hectare) tax payable hectare Amount Amount Amoun t 

(in~) Ct in lakh) Ct in lakh) Ct in lakh) 

1. 2. 3. 4. 5. 6. 7. 8. 9. 

1. DMO Anuppur 3 8511.469 20l1-12 4000 340.46 - 340.46 
(2011-12) 

2. DMO Anuppur 1 6889.274 2012- 13 4000 275 .57 - 275.57 

(20 12-13) 

3. DMO Balaghat 2 137.147 2011-12 4000 5.49 - 5.49 
(20 11 -12) 

4. DMO BaJaghat 5 40.465 2006-07 to 2012-13 4000 11.33 - 11 .33 
(20 12-13) (7 years) 

2 137.147 2012-13 4000 5.49 - 5.49 

5. DMO Chhatarpur 17 90.975 2012-13 4000 3.64 - 3.64 
(20 12- 13) 

6. DMO Katni 92 635.499 2011-12 4000 25.42 - 25.42 

(20 11 -12) 

7. DMONeemuch J 500.452 20 l 0-11 4000 20.02 - 20.02 

(2010-1 l) 

8. DMO Rewa 14 100.600 2011-12 4000 4.02 - 4.02 

(20 11 - 12) 

9. DMO Sagar 6 33.37 2011-12 4000 1.33 - 1.33 
(2011-1 2) 



1. 2. 3. 4. 5. 6. 7. 8. 9. 

10. OMO atna 16 3523.165 2011-12 4000 140.93 - 140.93 
(20 11-1 2) 

11. OMO eoni 4 9.694 20 10-11 to 2011-12 4000 0.70 - 0.70 
(2010-1 l ) 

12. OMO hahdol 12 2354.227 201 1-1 2 4000 94.17 - 94. 17 
(20 11-12) 

13 . OMO Shahdol 8 2158.486 2012- 13 4000 86.34 - 105.43 
(201 2-13) 3 119.847 2008-09 to 2012-13 4000 19.09 -

14. OMO idhi l 60.671 2012-13 4000 2.43 - 2.43 
(20 12-13) 

15. OMO Tikamgarh 3 33.796 2005-06 to 2012-13 4000 3.06 - 3.06 
(2012-13) 

16. OMO Umaria 2 1661 .046 201 1-12 4000 66.44 - 66.44 
(20 11 -12) 

Total 192 1105.93 - 1105.93 

(Say ~ 11.06 Crore) 
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Annexure-XVI 
Para referred in to the paragraph 7.6.2-1.l 

Statement showing Short levy of Stamp Duty and Registration Fee due to incorrect determination of average annual royalty 

SI Name of No. of Village/ Date of Quantity Base royalty amount Rate of Payable Paid Balance 
No. Unit lessee/Lease Minerals/ execution showed for caJculation of stamp SD/RF SD/RF SD/RF 

period Area of in mining stamp duty duty (f) (f) (f) 
agreement plan (f) 

1. 2. 3. 4. 5. 6. 7. 8. 9. 10. 11. 

I. DMO, 1 Jamuvani 06-01 -20 12 4366761cu 1,37,55,29,715 5 per 6,87,76,486 1,98,45,000 4,89,3 1,486 
Katni (I I. I 1.20 I I to K.hurd, m cent 5, 15,82,365 1,48,83,750 3,66.98,615 

I 0. 11.2041) Padrehi , Chari (4366761 x 63 x 5) 
Limestone 

889.760 Hect. 
5 times of30 years lease 

I 9,45,00,000 
( 11.05.20 12 to Nimas 

02.11.2012 5 per 47,25,000 33,75,000 13,50,000 
10.05.32) Marbles 45000 cum (45000 x 700 x 3) 35,43,750 25,50,000 9,93 ,750 

I 1. 18 Hect. 
cent 

3 times For 20 years 
lease 

36,75,000 
I Chhapra 

22.09.2011 1,83,750 1,28,000 55750 5 per 
(02.09.2011 to Marbles 3500 cum (3500 x 700 x 1.5) 1,37,813 96,000 418 13 cent 

01.09.202 1) 3.42 I lect. 1.5 times for I 0 years 
lease 

TOTAL 7,36,85,236 2,33,48,000 5,03,37,236 

5,52,63 ,928 1,75,29,750 3,77,34, 178 

GRAND TOTAL(SD +RF) 12,89,49,164 4,08,77,750 8,80,71,414 

(Say ~ 8.80 crore) 
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SI. 
No. 

1. 

l. 

Annexure-XVll 
Para referred in to the paragraph 7. 6.2-1.2 

Statement showing loss of Stamp Duty and Registration Fee with reference to the production permission obtained from Madhya 
Pradesh Pollution Control Board 

Name of No. of Name Production P roduction capacity as Excess Payable Paid Balance 
unit lessee/ of qty. as per per PCB quantity Amount Amount Amount 

lease period mineral mining plan (per year)/Rate of (6-5) SD/RF SD/RF SD/RF 
royalty/Rate of SD (ln ~) (ln ~) (In~) 

2. 3. 4. 5. 6. 7. 8. 9. 10. 
OMO, I Granite Nil 15000 cum/80017 .5 per 15000 cum 2700000 6 1890 2638110 
Chhatarpur 5.5.2009 to cent 2025000 46350 1978650 

4.5.2029 

I Granite Ni l 25000 MT 25000 MT 2745000 84440 2660560 
5.5.2009 to (15250 cum)/800/7.5 per (15250 cum) 2058750 63330 1995420 

4.5.2029 cent 

I Gilli 500 cum I 00000 cum/28/7 .5 per 99500 cum 315000 6750 308250 

4.12.2008 to cent 236250 5063 231187 
4. 12.20 18 

I Granite 1690 cum I 0000 cum/80017 .5 per 8310 cum 1800000 65220 1734780 

5.5.2009 to cent 1350000 48920 130 1080 
4.5.2029 

I Granite 8000 cum 11467 cum/80017.5 per 3467 cum 2064060 1440000 624060 
4.7.2008 to cent 1548045 1080000 468045 

3.7.2028 

TOTA L 10190 cum 151717 cum 141527 cum 9624060 1658300 7965760 
7218045 1243663 5974382 

GRAND T OTAL OF SD & RF 16842105 2901963 13940142 

(Say ~ l.39 crore) 

212 



Annexure-XVllI 
Para re.ferred in l o the parngroph -.6.2-1.3 

Statement showing Short realisation of Stamp Out)" and Registration Fees 

SI Name of No. of No. of sub Name of Contract Payable stamp Paid stamp Balance 
No. Unit lessee/Lease lessee/Lease mineral money/Rate of duty/Registration duty /Registration SD/RF 

period period Stamp Duty fees fees (In'> 
<') (Inf) (Inf) 

]. 2. 3. 4. 5. 6. 7. 8. 9. 
I DMO, 1 I Sand 1143 16650/ 57 15832 100 5715732 

Jabalpur ( 18. 1.20 12 to ( 13. 12 .20 11 to 5 per cent 4286874 -- 4286874 
8.3.201 3) 8.3.20 13) 

2. I I Sand 67500000(f51 7087500 J..QQ 7087400 
(2 1.2.20 I I to (9.2.20 11 to year) and 53 15625 -- 53 15625 

8.2.201 3) 8.2.2013) 74250000(II"d 
year)/5 per cent 

3. DMO, I I Rock- 2 1630000017 .5 16222500 100 16222400 
Chhatarpur (5.3. 1998 to (5.5.2010 to phosphate per cent 12 166875 - 12 166875 

4.3.2018) 4.5.2020) 

TOTAL SD 29025832 300 29025532 

RF 2 1769374 -- 21769374 

GRAND TOTAL SD + RF 50795206 300 50794906 

(Say ~ 5.08 crore) 
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