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PREFACE

This Performance Audit Report for the year ended 31 March 2011 containing the
results of the Performance Audit on “Assessment, Levy and Collection of Major
and Minor Mineral Receipts” of Government of Chhattisgarh has been prepared
for submission to the Governor under Article 151 (2) of the Constitution of India.

The audit of non-tax mining receipts of the State Government is conducted under
Section 16 of the Comptroller and Auditor General’s (Duties, Powers and
Conditions of Service) Act, 1971.

The cases mentioned in this Report are among those which came to notice in the
course of test-audit of records of the selected units during the year 2011-12, as
well as those noticed in earlier years but which were not included in the previous
Reports.







EXECUTIVE SUMMARY

Minerals are valuable natural resources. Being finite and non-renewable, their
exploitation is guided by long term national goals and perspectives. Mineral
exploration and development is closely linked with the development of the
economy and upliftment of the local population. However, a harmony and balance
is to be maintained between conservation and development as it intervenes with
the environment and social structure.

Management of mineral resources is the responsibility of both the Central
Government and the State Governments in terms of entry 54 of the Union list
(List I) and entry 23 of the State list (List II) of the Seventh Schedule of the
Constitution of India.

Receipts from mines and minerals mainly consist of royalty which is levied either
on specific or ad valorem basis on the quantity of minerals removed or consumed
from mines. Dead rent is levied on the area leased out for mining activity. Other
receipts for the Mineral Resources Department are application fees, license fees,
prospecting charges, penalties and interest for delayed/belated payments of dues
etc. Rates of royalty and dead rent in respect of major minerals are prescribed by
the Central Government but these are collected and utilised by the State

Government, whereas rates of royalty and dead rent in respect of minor minerals
are determined by the State Government and their collection and utilisation is
done by the State Government.

Chhattisgarh is one of the foremost mineral rich States in the country. There are
almost 28 varieties of minerals present in the State, including precious stones like
diamond, iron ore, coal, tin ore, bauxite and gold. In addition to its deposits of
diamond and gold, the State is also known for having India’s only producing tin
mine and one of world’s best quality of iron ore deposits at Bailadila in
Dantewada district. The mining receipts of ¥ 2,470.44 crore realised during the
year 2010-11 constituted 19.23 and 64.41 per cent of the total revenue and non-
tax revenue, respectively, of the State.

We conducted a Performance Audit on “Assessment, Levy and Collection of
Major and Minor Mineral Receipts” for the period 2006-07 to 2010-11 in order to
ascertain whether the provisions of various Acts and Rules made thereunder were
enforced effectively by the Mineral Resources Department. We also ascertained
whether there existed an effective system for computation, levy and realisation of
various fees, royalty, penalty efc. in the Department and action taken in cases of
default or unauthorised excavation of minerals was effective. We examined the
internal controls and the monitoring mechanism in the Department for their
effectiveness.

We found that the Government of Chhattisgarh has not developed any Mineral
Policy on the lines of the model State Mineral Policy circulated in October 2009
by the Central Government to the State Governments, even after passage of more
than two years.
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We observed that the internal control mechanism inthe Mineral Resources

Department was weak as in the absence of a separate Internal Audit Wing coupled
with low percentage of inspections by Mining Inspectors, there was no effective
system of internal check on the activities of the Department. In the absence of
Government weighbridges, weighment of excavated minerals was done at the
private weighbridges leaving scope for leakage of revenue.

We found that a large number of applications for mining leases were pending
resulting in non-exploitation of minerals. We noticed cases where mining
operations were not in accordance with the mining plan and instances where
operations were done without an approved mining plan. There were substantial
delays in cancellation of leases of inoperative mines.

Due to wrong calculation of average annual royalty by the DDMA/DMOs there
was short realisation of Stamp Duty and Registration Fees.

Our scrutiny revealed misuse of transit passes and dispatch of minerals without
valid transit passes, and also cases where the cost of minerals was not recovered
in cases of unauthorised mining.

We found that a large number of stone crusher leases were operating without
environmental consent. The Department did not have a monitoring mechanism to
watch this. We further observed that Environment Cess and Infrastructure
Development Cess on both major and minor minerals due were neither assessed
nor realised.

We found irregularities in management of leases, unauthorised excavation,
non/short assessment and realisation of royalty, misuse of transit passes efc.
aggregating X 294.54 crore as mentioned in the succeeding Chapters of this
Report.

viii



CHAPTER-I

INTRODUCTION

1.1  Minerals are valuable natural resources. Being finite and non-renewable,
their exploitation is guided by long term national goals and perspectives, which in
turn are influenced by the global economic scenario. Mineral exploration and
development is closely linked with development of the economy and upliftment
of the local population. However, as it simultaneously intervenes with the
environment and the social structure, a harmony and balance is to be maintained
between conservation and development.

Minerals can be divided into two categories-Major minerals which are further
classified as hydrocarbons or energy minerals (such as coal, lignite erc.), atomic
minerals, metallic and non-metallic minerals, and minor minerals which include
building stone, flagstone, ordinary clay, ordinary sand and any other mineral
notified by the Central Government.

1.2 Management of mineral resources

Chhattisgarh is endowed with 28 varieties of major minerals such as iron ore,
coal, diamond, limestone, bauxite, tin ore, fireclay, corundum etc. and minor
minerals such as building stones, ordinary clay and ordinary sand etc. The State
accounts for mineral deposits approximately 19 per cent (2731 million tonnes) of
iron ore, 17 per cent (44483 million tonnes) of coal and 11 per cent (847 million
tonnes) of dolomite.

Iron ore deposits are available in Dantewada, Bastar, Durg, Kanker and
Rajnandgaon districts. Coal is found in Korba, Korea, Raigarh and Surguja
districts while bauxite is available in Surguja and Kabirdham districts.

The State is the only tin producer in the country' and accounts for approximately
21 per cent of India’s coal production making it the foremost coal producing
State.

' Source: Data published by Chhattisgarh Government
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Chapter -1: Introduction

1.3 Mineral Policy of the State

1.3.1 Management of mineral resources is the responsibility of both the Central
Government and the State Governments in terms of entry 54 of the Union list
(List I) and entry 23 of the State list (List II) of the Seventh Schedule of the
Constitution of India. So long as Parliament does not make any law in exercise of
its powers in entry 54, the powers of the State legislature in entry 23 would be
exercised by the State legislature. The Central Government has enacted the Mines
and Minerals (Development and Regulation) Act, 1957 which lays down the legal
framework for regulation of mines and development of all minerals other than
petroleum and natural gas. In addition, the Mineral Concession (MC) Rules, 1960
for regulating grant of permits, licenses and leases in respect of all minerals (other
than atomic minerals and minor minerals) and the Mineral Conservation and
Development (MCD) Rules, 1988 for conservation and systemic development of
minerals (except coal, atomic minerals and minor minerals) have been framed.

1.3.2 The State Government framed the Chhattisgarh Minor Mineral (CMM)
Rules, 1996 which governs mining of minor minerals. It had also promulgated the
‘Mineral Policy 2001° which spelt out measures to promote proper use of mineral
resources for sustainable economic development. The specific objectives of the
policy were to ensure:

. Sustainable development and use of the State’s mineral wealth.
. Encouragement of value addition.
] Creation of a conducive business environment to attract investment in the

mining sector.

. Simplification of procedures and complete transparency in decision
making.

1.3.3 To give a fillip to investment in the mining sector and to attract
technology, the National Mineral Policy, 2008 was announced in March 2008.
The policy stated that the Central Government in consultation with the State
Governments would formulate legal measures to ensure uniformity in mineral
administration and to ensure that the development of mineral resources keeps
pace and is in consonance with the national policy goals.

A model State Mineral Policy was circulated (October 2009) by the Central
Government to the State Governments requiring them to develop suitable mineral
policies within the ambit of the National Mineral Policy for their States keeping in
view their local requirements. However, the Government of Chhattisgarh has not
developed any Mineral Policy on the lines of the model State Mineral Policy even
after a lapse of more than two years.

In reply, the Department stated (August 2012) that preparation of the model State
Mineral Policy was in progress.

It is recommended that the Government may consider the early finalisation
and implementation of the model State Mineral Policy.
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1.4 Why we chose the topi

Chhattisgarh is the second largest mineral producing State in the country. It has
28 different kinds of major and minor minerals and accounts for more than
15 per cent of the national mineral production.

Further, the mining receipts of ¥ 2,470.44 crore realised during the year 2010-11
constituted 19.23 and 64.41 per cent of the total revenue and non-tax revenue,
respectively, of the State. The contribution of the mining sector has increased to
T 2.470.44 crore in 2010-11 from ¥ 813.42 crore in 2006-07. Thus, this sector
plays a vital role in the National and the State economy. There is ample scope for
augmenting revenues from this sector by revamping the revenue realisation
mechanism system and plugging revenue leakage.

Audit objectives

The Performance Audit was conducted with a view to ascertain:

. the efficiency and efficacy of the system for levy and collection of mining
receipts;
. whether adequate provisions exist and were adhered to by the Department

for determination and collection of mining receipts;

. whether action taken in the cases of default or illegal excavation of
minerals was effective; and

. whether an effective internal control and monitoring mechanism was in
place in the Department to prevent leakage of revenue.

1.6 Audit criteria

The audit criteria for the Performance Audit have been derived from the following
sources:-

° Mines and Minerals (Development and Regulation) Act, 1957 (MMDR
Act);

° Mineral Concession Rules, 1960 (MCR);
. Mineral Conservation and Development Rules, 1988 (MCD Rules);
. Chhattisgarh Minor Mineral Rules, 1996 (CMM Rules);

. Chhattisgarh  (Adhosanrachana Vikas Evam Paryavaran) Upkar
Adhiniyam, 2005;

. Chhattisgarh Minerals (Mining, Transportation and Storage) Rules, 2009;
and

. Guidelines, circulars etc, issued by the Government of India/Government
of Chhattisgarh from time to time.
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ycope of audit

We had conducted a Performance Audit on "Assessment and Collection of
Mining dues from Major Minerals" in 2005-06 and this was incorporated in the
Report of the Comptroller and Auditor General of India for the year ended 31
March 2006, highlighting non/short recovery of royalty, interest etc. The Report is
presently under discussion in the Public Accounts Committee (PAC).

For the present Performance Audit on “Assessment, Levy and Collection of Major
and Minor Mineral Receipts”, we conducted test check of the records of nine® out
of 18 districts for the period from 2006-07 to 2010-11, between April 2011 to
December 2011, to examine the mechanism for assessment, levy and collection of
Mining Receipts. The selection of these nine units was done on the basis of
simple random sampling without replacement (SRSWOR). In addition, records
maintained by DMO Rajnandgaon and the Director, Geology and Mining were
also test checked. These units account for 98.29 per cent of the total mining
receipts of the State during the period 2005-06 to 2009-10.

Besides, we have also included irregularities noticed in previous years while
conducting transaction audits of two’ districts in this Report.

1.8 Acknowledgement

Indian Audit and Accounts Department acknowledges the co-operation of the
Mineral Resources Department in providing necessary information and records to
Audit. The objectives, scope and methodology of audit were discussed with the
Secretary of the Mineral Resources Department in an Entry Conference held in
April 2011. The draft Performance Audit report was forwarded to the State
Government in January 2012 and discussed with the Secretary of the Mineral
Resources Department in an Exit Conference held in February 2012. The
responses of the Government received during the Exit Conference and at other
points of time have been appropriately incorporated in the relevant paragraphs of
this Report.

? Bilaspur, Dantewada, Durg, Janjgir-Champa, Korba, Korea, Raigarh, Raipur and Surguja
(Ambikapur).
* Kanker and Kabirdham







CHAPTER-II

FINANCIAL MANAGEMENT AND INTERNAL CONTROL

2.1 Organisational set-up

2.1.1 At the Government level, the Secretary, Mineral Resources Department
and at the Directorate level the Commissioner-cum-Director, Geology and Mining
(DGM) are responsible for administration and implementation of the related
Mining Acts and Rules. The DGM is assisted by three Regional heads at Bilaspur,
Jagdalpur and Raipur where qualitative analysis of minerals is done in the
departmental chemical laboratories. The organisational set up of the Mineral
Resources Department is given below:

2.1.2  The Mining offices are located at each District Collectorate under the
direct control of the District Collector. There are 16 Deputy Directors Mining
Administration (DDMA)/District Mining Officers (DMO). Mining Inspectors
(MI) are responsible for assessment and collection of revenue, besides prevention
of illegal excavation and dispatch of minerals and other activities leading to
leakage of revenue from areas under their control. There is a Flying Squad which
works under the control of DGM. However no targets have been fixed for the
Flying Squad and action is taken by them on the basis of grievances received at
the Government/DGM level.

Secretary
Mineral Resources Department

Commissioner-cum-Director Geology and Mining (DGM)

4 Y X
Mineral Geology Laboratory
Administration
Regional Heads (3)
A ¥
DDMA/DMO/AMO (16)* Central Flying
Squad

I

Mining Inspector (36)

7
* Twelve out of 16 DDMA/DMOs and five out of 36 MIs are working in the Department.
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p Revenue contribution of Mining sector

2.2.1  Receipts from mines and minerals mainly consist of royalty which is
levied either on specific or ad valorem basis on the type and quantity of mineral
removed or consumed from the mines. Dead rent is levied on the area leased out
for mining activity. Other receipts from mining are application fee, for various
permits and licences, penalties and interest for delayed/belated payments of dues
etc. Rates of royalty and dead rent in respect of major minerals are prescribed by
the Central Government but these are collected and utilised by the State
Government. Rates of royalty and dead rent in respect of minor minerals are
determined and their collection and utilisation is also effected by the State
Government itself.

The mining/quarry lease holders are required to pay either the dead rent or
royalty, whichever is higher. The lessee removes, dispatches or utilises the
minerals from the mines and quarries on valid transit passes. The lessee is
required to maintain correct and regular accounts of all minerals excavated and
dispatched and furnish monthly returns to the Department.

2.2.2  The budget estimates, actual receipts from mining, total non-tax revenue
raised by the State Government and the percentage contribution by the mining
sector towards non-tax revenue is given in the following table:

(X in crore)

Budget Actual Variation Percentage of F'otal non-tax Percentage of
estimates receipts excess(+)/ variation receipts of the mining
short fall(-) the State receipts to
total non tax
receipts

(Source: Finance Accounts 2010-11)

The contribution of mining receipts to the total non-tax revenue of the State
during the last five years was between 51.05 and 64.41 per cent. The actual
receipts during the above period exceeded the budget estimates except during
2006-07 and 2009-10. The Department attributed (August 2012) the huge increase
in revenue with reference to budget estimates during the year 2010-11 to increase
in the basic price of iron ore by Indian Bureau of Mines (IBM)'. We do not agree
as IBM had increased the basic price of iron ore with effect from 13 August 2009
which was already taken into consideration while formulating the BEs for the year
2010-11.

' The rate of basic price of iron ore is decided by the IBM (a multi-disciplinary Government
organisation under the Department of Mines, Ministry of Mines, Government of India)

8




Chapter- II: Financial management and internal control

Arrears of revenue

The arrears of revenue as on 31 March 2011 as furnished by the DGM were

¥ 1.80 crore. The following table depicts the position of arrears of revenue during
the period 2006-07 to 2010-11:

(T in crore)

Opening balance \ddition during \mount collected during Closing balance

the vear the vear

(Source: Office of the Direct, Geology and Minin, Raipur) -

Out of the total arrears of T 1.80 crore, ¥ 1.39 crore pertained to the period prior to
1996 while X 41 lakh pertained to the subsequent period.

During the Exit Conference, the Government intimated (February 2012) that most
of the arrears pertain to the period prior to 1996 and the whereabouts of the
lessees are not known as the leases have expired. However, efforts would be made
to recover the arrears. Wherever it was not possible to recover the sums due, the
cases would be taken up with the Finance Department for write off. Further report
has not been received (August 2012).

2.4 Impact of audit

2.4.1: Position of IRs: During the period 2006-07 to 2010-11, Audit through its
Local Audit Inspection Reports had pointed out non/short levy/realisation of
royalty, dead rent, loss of revenue due to non-levy of interest, penalty etc. with
revenue implication of ¥ 451.53 crore in 2,123 cases. Of these, the Department/
Government had accepted audit observations in 1,443 cases involving ¥ 287.54
crore and had since recovered ¥ 5.74 crore. The details are shown in the
following table:

(T in crore)

Year of No. ol Amount objected Amount accepted Amount recovered

Inspection units

Report wdited Amount ases A mount ASCS A mount

The recovered amount constituted a very small quantum (2 per cent) of the
accepted amount.
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2.4.2: Position of Audit Reports: In the Audit Reports 2005-06 to 2009-10,
cases of non/short levy and realisation of royalty, dead rent, interest and
underassessment of stamp duty and registration fees involving ¥ 235.73 crore
were indicated. The Department accepted observations of ¥ 8.50 crore of which
an amount of ¥ 1.54 crore only was recovered till March 2011 as shown in the
following table:

(T in crore)

Year of the Audit l'otal money value of Amount accepted Recovery made up to

Report observations raised March 2011

We recommend that the Department revamp its revenue recovery
mechanism to ensure that recovery is effected, at least in the accepted cases.

RS Results of audit

We conducted a Performance Audit on “Assessment, levy and collection of major
and minor mineral receipts” during the period April 2011 to December 2011. The
Performance Audit revealed a number of deficiencies relating to non-assessment/
short assessment of revenue and non-raising of demand etc. involving financial
effect of T 294.54 crore as mentioned in the succeeding chapters of this Report.

After the cases were pointed out in the Performance Audit, the Department
recovered T 21.41 crore in seven cases.

Internal control mechanism

2.6.1 The internal control mechanism is intended to provide reasonable assurance
of proper enforcement of laws, rules and departmental instructions. Internal
controls also help in creation of reliable financial and management information
systems for prompt and efficient service and for adequate safeguards against
evasion of Government revenue.

2.6.2 Internal Audit

The Internal Audit (IA) is a vital component of the internal control mechanism
and is generally defined as the control of all controls. It enables the organisation
to assure that the prescribed systems are functioning reasonably well.

We noticed (April 2011) that there was no Internal Audit Wing in the Department.
The Directorate intimated (September 2011) that Internal Audit is conducted by
the Secretary of the Department, the Director and Joint Directors and furnished

10



Chapter- 1I: Financial management and internal control

the details of Internal Audit conducted during the period 2006-07 to 2010-11 as
shown in the table below:

No. of units No. of units inspected Percentage (%)

During the Exit Conference the Government stated that an IAW has since been
established.

2.6.3 Inadequate inspections by Mining Inspector

During test check of the mining lease
case files and information collected
from 10 DDMA/DMOs, we noticed
that in only four mining offices’
information was furnished to Audit
regarding inspection of mines for the

‘minor mines in his jurisdiction once period 2008-09 to 2010-11. The

1 every six months to ensure that shortfall in insgection of mining
e terms and conditions as laid leases in three” districts ranged
the lease deed are observed between 53 and 70.2 per cent while in

lessee, extraction of mineral case of quarry leases it was between
outside the leased area 50 and 96.6 per cent. We further

ed area is properly noticed that no inspection was
% conducted by the MI in Korea

v / District. In six’ DMOs neither were
any records maintained in the office
nor were the DMOs able to furnish information regarding inspections done by the
MIs. Further, we noticed that only five to 12 inspectors were posted during the
period 2006-07 to 2010-11 as against the sanctioned strength of 24.

- y
As per instructions
(Geology and
Chhattisgarh issued in
required to inspect

During the Exit Conference, the Government accepted the audit observation and
stated that due to shortage of staff, inspection of mines had not been done
regularly. It was further stated that recruitment of Mining Inspectors was in
progress.

? Durg, Korba, Korea and Raipur
* Durg, Korba and Raipur
* Bilaspur, Dantewada, Janjgir Champa, Raigarh, Rajnandgaon and Surguja

11
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From the information furnished
by the DGM, DDMA Korba and
DMO Raigarh we noticed that
only five wei§hbridges have been
set up in two™ out of 18 districts.
During the period 2006-07 to
2010-11, 110 cases  of
overloading were detected in
Korba district by the DDMA and
royalty along with penalty
amounting to T 12.39 lakh was
recovered. In Raigarh district no
such case was noticed. In absence
of Government weighbridges,
weighments were done at the
private  weighbridges leaving
scope for leakage of revenue.

During the Exit Conference, the Government stated that five new weighbridges
would be established in 2012-13 and a centralised monitoring system would be

implemented.

.7 Recommendation

e Internal Audit may be conducted on a regular basis for detecting
weaknesses in the system, leakage of revenue and ensuring compliance of

rules and provisions of the Act and Rules.

* Korba and Raigarh

12



CHAPTER-III

MANAGEMENT OF LEASES

3.1 Introduction

For management of mining leases, the Central Government enacted the Mines and
Mineral (Development & Regulation) Act, (MMDR) 1957, and framed the
Mineral Concession Rules, (MC) 1960 and Mineral Conservation and
Development Rules, (MCD) 1988. Minor minerals in Chhattisgarh are regulated
under the Chhattisgarh Minor Mineral Rules, (CGMM) 1996.

3.2  Delay in disposal of lease applications

3.2.1. The Government, despite
being requested in September
2011 and May 2012, did not
furnish the information
regarding the number of
applications received for grant
of lease for major minerals,
leases granted, number of
applications rejected and
number of pending applications. However, from the information collected by
Audit from the DGM and six' districts, we noticed that 606 mining lease
applications were forwarded to the State Government for approval. These lease
applications were pending at the Government level, out of which 180 applications
were pending for more than five years. In Korea District no mining lease
applications were received. The other mining offices® did not furnish the
information till date (July 2012).

The MC Rules prescribe
for grant of lease for ma]or minerals. As
per the prov1s1ons of the Rules, the
Govemment is required to dispose of the
tion for grant of mining lease
2 months from the date of its

During the Exit Conference, the Government stated that the applications were
pending due to incomplete applications on the part of the applicant and delay in
getting clearances from various Departments such as Revenue, Forest, Panchayat
etc. It was further stated that a supervisory mechanism would be instituted to
watch the disposal of applications.

3.2.2: We further observed that in 601 mining lease applications (out of the above
606 appllcatlons) 182 applications involving a total area of 4,39,959 hectares
pertaining to five’ DDMA/DMOs were pending with the State Government for
approval. As these applications could not be settled within the specified time
period, the Government was deprived of dead rent besides blocking of mineral
development.

' Bilaspur, Dantewada, Janjgir-Champa, Korba, Raigarh and Raipur.
? Durg, Korea, Rajnandgaon and Surguja.
* Dantewada, Janjgir-Champa, Korba, Raigarh and Raipur.

13
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During the Exit Conference, the Government stated that applications could not be
settled as in many cases approval of Government of India (GOI) is required.

S

Levy and Collection of Stamp Duty and Registration Fees

3.3.1 Incorrect determination of average annual rovalty

As per instructions (No./F-19-
192/92/12/2 dated 15 March 1993)
of Government of Madhya
Pradesh, = Mineral  Resources
Department, as applicable to
Chhattisgarh, Stamp Duty (SD)
and Registration Fees (RF) is
leviable on new mining lease and
is calculated on the basis of
mineral to be extracted as shown in
the application form for mining

During test check of mining lease
case files of four' DDMA/DMOs, we
noticed that while sanctioning
mining leases for a period of 20 to 30
years, lease deeds were
executed/registered on the basis of
the average production of the first
five years as shown in the mining
plan or application instead of the
average of the proposed production
for the complete lease period as per
the instruction ibid. The average

lease or the production given in the annual  royalty was  wrongly
mining plan, whichever is hjghcy calculated by the DDMA/DMOs for

R the initial five years at ¥ 20.74 crore

- as against complete lease period at
T 41.36 crore. Thus, Stamp Duty and Registration Fees amounting to ¥ 7.08 crore
and T 5.07 crore was levied as against the leviable amount of ¥ 14.09 crore and
T 10.34 crore respectively. This resulted in short levy/recovery of Stamp Duty
and Registration Fees of ¥ 12.29 crore (Appendix I).

During the Exit Conference, the Government stated that lease deeds were
executed on the basis of average production for the first five years as shown in the
mining plan or application whichever is higher. The fact however remains that as
per the Rules average annual royalty was to be calculated for the entire lease
period and it does not stipulate for determining the average annual royalty taking
into account the production for the first five years only. Further, the same nature
of observation appeared in the Audit Report 2009-10 (para 8.11) and the
Government had accepted the audit observation and recovered ¥ 30.98 lakh in one
case and in the other case a demand notice was issued for recovery of ¥ 8.91 lakh.
Further reply has not been received (August 2012).

3.3.2 Absence of provision for payment of Stamp Duty and

Registration Fees

The CGMM Rules do not provide for levy of Stamp Duty and Registration Fees
in the event of revision of the mining plan. We observed during scrutiny of
mining lease case files and mining plans in DDMA, Korba (June 2011) that an
agreement of lease for 30 years was executed in April 2006 on which Stamp Duty

! Bilaspur, Durg, Janjgir Champa and Raipur.

14
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and Registration Fees of ¥ 2.39 crore was paid on the expected quantity of
production of 18,60,000 metric ton (MT) per year as mentioned in the mining
plan. The plan was revised in 2008 and as per the modified plan, the expected
revised quantity of mineral was 45,25,000 MT. Due to increase in the quantity
determined previously, the Department directed the lessee to execute a revised
lease deed agreement in accordance with the modified mining plan but the lessee
refused to re-execute the lease deed as per the revised mining plan on the ground
that no provision exists in the MMDR Act for re-execution of a lease deed. Thus
in the absence of enabling provisions in the Rules, the Government was deprived
of revenue of ¥ 4.63 crore.

During the Exit Conference, the Government accepted the audit observation and
issued a circular’ in which it is mentioned that an undertaking would be taken
from the lessee for payment of differential amount of Stamp Duty, where
anticipated quantity of production in the mining plan has been revised/modified.
Further the Government stated that a reference has been made to the Sub
Registrar Korba and Inspector General of Registration (IGR), Bilaspur for
recovery of the differential amount of Stamp Duty and Registration Fees.

3.3.3 Application of incorrect rate of royalty for calculation of average

annual royalty

The royalty rates for iron ore
are circulated by the Indian

As per the order of the Govemmen‘,t af
pe Bureau of Mines (IBM) for

Madhya Pradesh, Mineral Rewm

Department, Bhopal dated 15 March 1993
(adopted in Chhattisgarh) read with Article
35(a) (iv) (v) of Schedule I of the Indian
Stamp Act, 1899, Stamp Duty is leviable at
the rate of 6.5 per cent of three times of the
anticipated average annual royalty on a
lease for a period of 20 years at the time of
execution of the deed. In addition,
Registration Fees is also leviable at the rate
of 75 per cent of the Stamp Duty. As per
the rules ibid, the average production as
shown in the application of the lessee or
the mining plan, whichever is higher, is to
- be taken into consideration for calculation
,,,,,, ~of Stamp Duty. Further, as per
vernment of India notification (August
), 10 per cent of the sale value is to be

into account for calculating roya]ty

3 No. F 7-1/2004/12 dated 24 November 2011

each month after a time lag
of two-three months. The
CGMM Rules or the terms
and conditions of the lease
deed do not provide for levy
of the differential quantum
of Stamp Duty and
Registration Fees due to
upward revision of rates of
iron ore by the IBM with
retrospective effect.

We found (June 2010 and
December 2011) during the
test check of mining lease
case files of the DMO,
Kanker and Rajnandgaon
that two lease deeds for iron
ore were executed between

the Government of
Chhattisgarh and two lessees
(M/s Bhilai Steel Plant
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(BSP) and M/s. Godawari Ispat and Power Ltd.) for a period of 20 years on 23
October 2009 and 15 March 2010 respectively for extraction of iron ore.
Accordingly, Stamp Duty and Registration Fees of ¥ 45.98 crore and ¥ 34.48
crore respectively were leviable on the average annual royalty of ¥ 235.79 crore
as per the prevailing rate of iron ore (¥ 184.60 and ¥ 223.90 per MT) in the month
of October 2009 and March 2010 respectively. As against this, Stamp Duty and
Registration Fees of ¥ 20.07 crore and ¥ 15.05 crore respectively was determined
on the average annual royalty of ¥ 102.93 crore calculated by the DMOs on the
basis of the rate of iron ore (¥ 70.50 and 65.80 per MT) prevailing in the month of
August 2009 and November 2009 respectively. This resulted in short
levy/recovery of Stamp Duty and Registration Fees of ¥ 45.34 crore
(Appendix I).

During the Exit Conference, the Government accepted the audit observation and
stated that a circular® has since been issued on 24 November 2011 which
stipulates that an undertaking would be taken from the lessees for payment of the
balance amount of Stamp Duty, whenever difference of Stamp Duty arises due to
revision of rates of royalty by IBM. It was further stated that demand notices have
been issued by the Collector, Kanker and Rajnandgaon for recovery of the
differential amount.

Further, the Government intimated (April 2012) that an amount of ¥ 42.73 crore
has been recovered from one lessee (BSP) in March 2012. However, the position
on recovery of the differential amount of ¥ 2.61 crore has not been received
(August 2012).

3.4  Delay in cancellation of lease of inoperative mines

We found (May 2010) in the
test check of the mining lease
case files of DMO, Durg that
four mining leases were
executed during the period 1994
to 1999 but the mining
operations were not commenced
since the date of execution.
However, the Department
intimated the Government about
the idle mining lease after a gap
of nine to 13 years and the
Government  declared these
leases as lapsed between September and November 2009 after a gap of 10 months
to six years from the date of intimation by the Department. Thus, the mines
remained inoperative for periods ranging between 10 and 15 years. During this
period the lessees had neither deposited dead rent nor was any demand raised by
the DMO. Had timely action been taken to terminate the non-operative leases and

% No. F 7-1/2004/12
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to sanction fresh leases, the Department could have realised at least I 55.44 lakh
towards royalty (based on the yearly royalty quoted in those lease deeds). The
Department had also failed to intimate the Government within the stipulated
period of two years after sanction of the leases.

During the Exit Conference, the Government stated that royalty is payable under
Section 9 of the MMDR Act, 1957 when mineral is removed or consumed from
the lease area and hence there is no loss of royalty. However for administrative
purpose, to monitor the cases of lapse of leases, computerisation of the
Department is in progress. We do not agree as the lessees were liable to pay dead
rent which was neither paid by the lessee nor demanded by the Department.
Further, was abnormal delay in intimating the Government by the Department as
well as in declaring the leases as lapsed by the Government.

e

Blocking of revenue due to non disposal of application

o ———————————

During scrutiny of the mining
lease case files of DDMA,
Raipur, we noticed that a

leased area for sale or consumption; | lessee applied for permission
tailings or rejects shall be liable for | to sell limestone rejects of 10

payment of royalty. Further, as per rule lakh MT in July 2008 under
~ 27(1)(0) of the MC Rules, the State Rule 27(1)(O) of MCR from
vernment may by order permlt the lessee the leased area on the basis of
~of the mineral in such quantity advance payment of royalty.
ich manner as may be specified The DDMA forwarded the
mineral. j proposal for permission to the
- . State Government on
14 January 2009. It was however noticed that even after expiry of more than two
years, the application was neither rejected nor was permission granted to the
lessee. This resulted in blocking of royalty of ¥ 6.30 crore.

B

" As per Rule 64C of the Mc.ﬁ

During the Exit Conference, the Government stated that it has given permission
(December 2011) for sale of screen rejects after payment of royalty.
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3.6 mining area

Our scrutiny of mining case
files of DMO Korea revealed
that a total of 5,898.28
hectares of land was
sanctioned for mining
activities by two collieries of
a lessee viz. South Eastern
Coalfields Limited (SECL).
As per information received
from the Forest Department,
the total forest area of the
collieries was  5086.77
hectares, whereas as per the
records of

Section 11 of the Coal Bearing Areas
(Acquisition and Development) Act, 1957
provides that where the right under any
mining lease acquired under this Act vests
in a Government Company under sub-
Section (1), the Government Company shall
on and from the date of such vesting be
deemed to have become a lessee of the
State Government. Rule 33 of the MCR,
1960 provides that when a mining lease is
granted by the State Government,
arrangement shall be made by the State
Government at the expense of the lessee for | the Mineral T
the survey and demarcation of the area Deoitiig L L

epartment the collieries

granted under the lease. had 5552.50 hectares of

< Forest land. Thus, the
difference of 465.73 hectares
of Forest land was excess land in possession with the lessee. Further, as per the
Forest Department total revenue land allotted to the collieries was 265.03 hectares
whereas as per the records of the Mineral Resource Department 341.45 hectares
of revenue land was in their possession. Thus, the collieries had excess land of
76.42 hectares of Revenue land. Despite this the Mining Department failed to
demarcate the lease area allotted to the lessee for coal mining.

(Area in hectare)

Name of Total lease area Revenue land Difference Forest land Difference
colliery in Revenue in
land
Forest
land

As per As per As per As per As per As per
Forest Mineral Forest Dept Mineral Forest Mineral

Dept Resource Resource Dept. Resource
Dept. Dept Dept

Churcha | 4,643.33 | 4,767.36 144.13 216.22 72.09 | 44992 | 4,551.14 51.94
Katkona 7128 | 1,13092 1209 125.23 433 587.57 1,001.36 413.79
Total 5356.13 | 589828 265.03 341.45 7642 | 5,086.77 §,5525 465.73

During the Exit Conference, the Government stated that for coal mining, the land
whether Forest or Revenue, is acquired under the Coal Bearing Areas
(Acquisition and Development) Act by the Government of India directly and the
State Government, Mining Department does not come into the picture. It was
further stated that formal demarcation of the lease area is done by Central Mine
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Planning and Design Institute (CMPDI). Difference in lease area would be
examined after getting the lease area map from the Central Mine Planning and
Design Institute and Forest Department. Further report has not been received
(August 2012).

3.7 Recommendations

e The Government may consider prescribing a system to monitor the cases of
applications pending at the Government level. Further, the Government
may also create an effective co-ordination mechanism with other
Departments for timely finalisation of the applications.

e The Government may therefore consider incorporating a clause in the terms
and conditions of the mining lease for execution of a revised modified
agreement in case of modification in the mining plan.

o The Government may consider incorporating a clause in the lease deed for
payment of the differential amount of stamp duty whenever difference in
duty arises due to delayed publication of rates of royalty.

e The Government may consider prescribing appropriate mechanism to
ensure timely cancellation of idle mining leases and resettlement of these
leases for augmentation of revenue.
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CHAPTER-1V

ASSESSMENT AND COLLECTION OF ROYALTY AND OTHER

DUES

4.1 Introduction

Section 9(2) of the MMDR Act provides that the holder of a mining lease shall
pay royalty in respect of any mineral removed and/or consumed from the lease
area. The lessees are required to file monthly, half-yearly and annual returns on
the due dates in the prescribed form. On the basis of these returns, the DMOs
assess the correctness of royalty paid by the lessees. In all leases, half yearly
royalty assessment is to be done on the basis of monthly, half yearly and annual
returns/reports of mines.

4.2 Incorrect categorisation of iron ore as lumps and fines

During scrutiny of the
mining lease case files

As per the MMDR Act, the holder of a mining and monthly and annual

lease shall pay royalty in respect of aay . i DMO.
mineral removed from the lease area at the Dantewada. we noticed
rate for the time being specified in the Second | (y,,c 2011) that a lessee,
Schedule in respect of that mineral. The rate
of royalty on iron ore lumps and fines was

National Mineral
Development Corporation

T 27 per MT and T19 per MT for above 65 . (NMDC) Lid., was
per cent iron content, ¥ 16 per MT and ¥ 11 dispatching iron ore as
per MT having 65 to 62 per cent iron content lumps and fines
and T 11 per MT and T 8 per MT iron ore and puying royal[y
hﬂVil’lg less than 62 per cent iron content accordingly. NMDC,
respectively upto 12 AUgUSI 2009 and 10 per Bacheli co]‘nplex had
cent of sale pfice on ad valorem basis Categoriged iron ore

thereafter. Further as per the clarification below 10 mm  as
(November 2004) of the Indian Bureau of fines, whereas NMDC,
MIHBS(IBM) Mjmstl'y of MlﬂeS Government Kirandul COITlplEX had

Of Inﬁa (GOD, ores of size more than 6 mm ca[egorised ores below

- are categorised as lumps and those below 6 12.5 mm. as fines up to
' mm are categorised as fines. May 2009 and below
T 10 mm from June 2009

instead of categorising
ores below 6 mm as fines, as per the clarification ibid. By adopting this
categorisation the lessee had depicted extraction of 5.97 crore MT fines in its
returns for the period 2006-07 to 2010-11. The details are shown in the following
table:-
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S1. No. Complex Deposit no, +65 % -H5¢ ' o 62% F I'otal production of
fines (MT)

As size-wise production records of iron ore was not maintained in the DMO's
office, we were unable to work out the exact quantum of lumps and fines and the
royalty payable thereon. We also noticed that no guidelines on categorization of
iron ore as lumps and fines was issued by the State Government.

In the Exit Conference, the Government stated that a reference had been made on
25.10.2007 to the GOI to notify the size of lumps and fines as per the clarification
given by the IBM.

It is recommended that the State Government should pursue the matter with the
GOI regarding notification of the size of lumps and fines in order to ensure that
there is no leakage of revenue on this issue.
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4.3

Environment Cess and Infrastructure Development Cess

Non levy of Environment Cess and Infrastructure Development

Cess on quarry leases

Under the provisions of the Chhattisgarh

(Adhosanrachna Vikas evam Paryavaran)
Upkar Adhiniyam 2005, infrastructure
development cess and environment cess is
leviable on land covered under mining
leases other than coal and iron ore, at the
rate of five per cent each on the amount of
royalty payable annually. Further as per
section 2(d), “mining lease” means a lease
granted under the MMDR Act, 1957. As
per rule 2(xxv) of CGMM Rules, 1996
quarry lease means a mining lease for
minor minerals as mentioned in Section 15
of the MMDR Act. Further, as per the
order of DGM (December 2009) cess is
leviable in quarry leases also and would be
- recovered by the Mining Department. It
~ was also directed that records relating to

i ;;W and collection of cess would be
R ined by the Mining Department. j

During test check of mining
lease case files of ten'
DDMA/DMOs, we noticed
that during the period
December 2009 to March
2011, the DDMAs/DMOs
recovered royalty of X 79.10
crore from quarry lease
holders but failed to levy
Infrastructure Development
Cess amounting to ¥ 3.96
crore and Environment Cess
of ¥ 3.96 crore on the
amount of royalty paid. This
resulted in non levy of cess

of T 7.92 crore.

During the Exit Conference,
the Government stated that
cess is not leviable on quarry
leases and issued a circular
no. F 12-03/2007/12 dated
15.12.2011 cancelling the

clarification of DGM dated December 2009 regarding levy of Cess on quarry
lease. We do not agree as Section 2(d) of the Upkar Adhiniyam 2005 provides that
Cess shall be levied and collected on lands covered under mining leases. Further,
prior to issue of the circular dated 15.12.2011 no exemption on levy of Cess on
quarry leases was granted by DGM. As such the DDMA/DMO should have levied
and collected the Cess.

! Bilaspur, Dantewada, Durg, Janjgir Champa, Korba, Korea, Raigarh, Raipur , Rajnandgaon
and Surguja

23



Performance Audit Report on "Assessment, Levy and Collection of Major and Minor Mineral Receipts” for the year ended

31 March 2011

Non realisation of Environment

Cess

and Infrastructure

Development Cess on mining leases

/ Under the provisions of
(Adhosanrachna Vikas evam Pa
Adhiniyam 2005, development ce
environment cess is leviable at the rate of

During test check of
mining lease case
files of two® DMOs,
we noticed (May
2010 to May 2011)

that 43 lessees had
paid royalty of
¥ 19.39 crore between
2006-07 and 2010-11,
on limestone and
other major minerals.
However the DMOs
did not levy cess
amounting to
% 1.94 crore and no
action was taken for recovery of the same till the date of audit. Similarly, though
two other lessees dispatched 430.83 lakh MT of iron ore, the Department did not
levy environment cess in one case and in another case though the demand notice
was issued, the DMOs failed to recover Environment and Development Cess
amounting to ¥ 42.91 crore. This resulted in non- realisation of revenue of
T 44.84 crore (Appendix 111).

During the Exit Conference, the Government stated that in case of a lessee (Bhilai
Steel Plant) demand notice has been issued in September 2011, and out of the
objected amount of X 42.72 crore, ¥ eight crore has been recovered upto February
2012 and the lessee has agreed to deposit the remaining amount in installments. In
the other two’ cases, the objected amount has been recovered between J uly 2010
and September 2011. In the rest of the cases, it was stated that Cess would be
recovered at the earliest.

cent each on the amount of royalty paya
~ case of iron ore, cess is leviable on dispatch
- quantity at the rate of T 5 per M T each. Further as
: m of DGM (December 2009) cess would
ed by the Mining Department. It was
d that records relating to levy and
would be maintained by the

* Durg (May 2010 and May 2011) and Kanker (June 2010)
* ACC Ltd. and Godavari Ispat pvt. Ltd
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4.4  Short levy of royalty on coal

Application of incorrect rate of rovalty on coal

e

ya
According to Section '
Act, every lessee is liabl
respect of minerals removed/
from the lease area at the rate
the Second Schedule. As
notification (August 2007), royalty on mﬂ

basic pithead price of Run-of Mines (ROM)
~ coal. The basic pithead price for Korea-
- Rewa coalfields is higher than Korba-
’ coalfields. Under Rule 64 A of the
if the lessee fails to pay royalty
ie date, he shall be liable to pay
the rate of 24 per cent per annum
" day of the due date of
of payment.

for various grades is fixed on the basis of "

On scrutiny of the mining
plan and lease case files of
DDMA, Korba, we noticed
that a lessee, Prakash
Industries Limited, was
allotted (January 2006) a
coal block in Hasdeo-Arand
area (Chotia block), which
was located in Korea-Rewa
coalfields. South Eastern
Coalfield Limited (SECL)*
had also clarified
(December 2011)  that
Hasdeo-Arand  area is
situated in Korea-Rewa
coalfield. For the purpose
of royalty, the lessee had
followed the basic pithead
price of ROM ‘D’ coal
applicable  for  Korba-

Raigarh coalfield and paid royalty accordingly on the dispatched quantity. Since
Hasdeo-Arand area is situated in Korea-Rewa coalfield, higher rate of royalty was
leviable. During the period August 2007 to March 2011, the lessee had extracted
and dispatched 35,20,870 MT of ‘D’ grade coal and paid royalty amounting to
T 39.31 crore as against the royalty payable of X 43.10 crore. Thus, failure of the
DDMA to verify the payment with reference to the location of the mine resulted
in short levy of royalty of ¥ 3.79 crore. Interest amounting to ¥ 1.60 crore is also

leviable on short payment of royalty (Appendix IV).

During the Exit Conference, the Government stated that the matter will be taken
up with the Coal Controller for determination of the rate of royalty. Further report

has not been received (August 2012).

* A subsidiary of Coal India Limited
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4.4.2 Short payment of royalty as per minimum rate

every lessee is hableto pay
minerals removed/consumed
at the rate specified in the
Further, as per Rule 64(a) of R
lessee fails to pay royalty on the d
shall be liable to pay interest at the
per cent per annum from the 60" day
date of payment till the date of pa
According to Rule 52 of the MCDR, 1988
" 'ﬂm agent, mining engineer or manager of

nt concerned in whose territory the
situated. As per notification dated

rem rates. The price of coal

During scrutiny of the
monthly returns of two’
DDMA/DMOs we
noticed (June 2011)
that a lessee, South
Eastern Coalfields
Limited (SECL),
dispatched 43.01 lakh
MT coal from the lease
area and paid I 51.48
crore as royalty. The
monthly returns of the
lessee did not show the
quantity of coal
supplied to core
consumers’,

non-core
consumers’ and
e-buyers and the rate of
royalty applicable.
However the minimum
royalty payable

(calculated by Audit on
core consumer rates)
was T 77.35 crore as
per the rate applicable

for the concerned grade of coal declared by the Coal Controller of India. The
concerned DDMA/DMO failed to scrutinise the monthly returns submitted by the

lessee. This resulted in short levy of royalty of ¥ 25.87 crore and interest of

T 13.16 crore thereon as shown below:

7 Korba and Korea

® Coal supplied to Power, Fertiliser and Defence sectors are categorised as core sector
" Coal supplied to other than Power, Fertiliser and Defence are categorised as non core sector.
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(X in lakh)
Sl DMO Name of Grade Period Dispatched Minimum royalty Royalty Short Interest
No. colliery of coal quantity payable(applying paid payment leviable
(MT) minimum rate of
royalty for the
grade)
Tuly 2008-
Slack September
Rajgamar B! 2010 1,13.838 22211 149.92 7219 26.50
1 Korba :
Steam | August 2007-
Surakachhar ‘B’ March 2011 28,41,745 5,624.86 3,562.62 2,062.24 1,046.72
e August 2007
e el 13,21,132 ,838. L3871 451 242
March 2011 3 3 1,838.70 1.387.01 51.68 35
Steam
2 ‘Al August 2007 13,835 28.33 27.67 0.66 0.54
2 West
Ko Jhagrakhand |
el Slack
‘B August 2007 10,678 20.63 20.60 0.03 0.03
Total 43,01,228 7.734.63 5,147.82 | 258681 | 1316.14

During the Exit Conference, the Government stated that in Rajgamar colliery
some quantities of coal of steam B was mixed with Slack B and SECL paid
royalty as per prescribed royalty rate. In Surakachhar colliery royalty paid by the
lessee was correct. In West Jhagrakhand colliery the objected amount of I 1.19
lakh has since been recovered.

The reply of the Government is not acceptable because in the previous monthly
returns (before August 2007) of Surakachhar colliery royalty paid was in
accordance with the dispatched quantity of coal. In Rajgamar colliery, the figures
of dispatched quantity of coal as well as royalty paid amount were changed after
being pointed out by Audit.

4.5 Short levy of ro y on bauxite

During test check of the
mining lease case files of
DMO, Surguja, we noticed
that a lessee, Bharat
Aluminium Company
Limited (BALCO), was
paying royalty on bauxite
(used for its Korba plant) on
the grade of alumina (Al,O3)

As per the provisions of the Second Schedule
of the MMDR Act, rate of royalty in respect of
bauxite is levied on the content of alumina in
the ore. As per the directions issued (May
2006) by the DGM, Regional offices of the
Directorate were required to collect a sample
of the ore by the 15" of each month and the
analysis report of the percentage of alumina e B
content was to be send to the DMOs by the ranging from 43 per “"‘” 0
30" of every month and on the basis of the 41 per veny. However, a5 pez

. ini an, the average
result, rovalty of bauxite was to be assessed. the mining plan, the averag
grade of alumina required

<&
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by the Korba plant was 48 per cent. By manual sorting the average grade of ore
was maintained at 48 per cent. Thus dispatched and utilised alumina in the plant
was 48 per cent but during the assessment of royalty it was taken as 43 to 47 per
cent. We further noticed that between May 2006 and March 2011 the Regional
office of DGM, Bilaspur had collected and checked samples of ore only on seven
occasions. As per the result of the sample test, the average grade of alumina in the
bauxite ore was more than 48 per cent. However, during assessment of royalty,
the DMO had not taken into consideration the results of the sample test and
accepted the lessee’s returns. During July 2006 to December 2010, the lessee
dispatched 25.55 lakh MT of bauxite and paid royalty of ¥ 26.07 crore instead of
royalty payable of ¥ 27.81 crore. The DMO neither considered the results of the
sample test nor initiated any action to get the sample results for the other months
from the Regional office, Bilaspur. This resulted in short levy of royalty of
T 1.74 crore. Interest of T 83.13 lakh was also leviable.

During the Exit Conference, Government stated that a circular had been issued in
May 2006 regarding determination of percentage of alumina content in bauxite
ore through laboratory tests of samples before assessment of royalty. Further
directions have been issued to the DMOs to check the percentage of alumina in
previous assessments and if any short assessment of royalty came to notice, it
should be collected from the lessee. The Department also stated that it is checking
the grade of alumina from time to time in different lease areas and would make
some changes in the sample collection procedure.

4.6  Short levy of royalty on iron ore

During scrutiny of the monthly
returns, mining plans and lease case
files of DMO Durg, we noticed that a
mining lease of iron ore was granted
in 1958 and renewed in April 2003 to
Bhilai Steel Plant for a period of
20 years in Rajhara (mechanised
the mineral. During a | mine). Royalty for the period from

& Mng held in September mlﬂ | 2006-07 to 2010-11 was paid without
' Secretary (Mineral Resources | verifying the iron content in the iron
) instructed all regional ore. Based on the chemical analysis
provide sample results of report shown in the mining plan and
iron, bauxite and tin ore mining scheme, iron content in the ore
)s for the assessment of was more than 65 per cent. As per
sample test of iron ore done by the
Regional office, Raipur in December
2007, content of iron was more than
65 per cent. During 2003-04 to 2007-08, the lessee had also shown in his mining
plan that the quality of ROM fed to the crushing and screening plant was more
than 65 per cent.

removed or consumed by E
royalty rates in respect of
based on iron content ava
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During 2006-07 to 2010-11, the lessee had extracted 63,70,540 MT iron ore and
paid royalty on iron content of 62 to 65 per cent amounting to I 72.38 crore
instead of the royalty payable (more than 65 per cent iron ore content) of ¥ 94.20
crore. Thus non verification of the iron content in iron ore resulted in short levy of
royalty of ¥ 21.82 crore. Interest of ¥ 5.91 crore was also leviable.

During the Exit Conference, the Government stated that matter will be examined
by technical experts after collecting the lab reports of Bhilai Steel Plant. The
Department maintained that royalty is collected on the grade/quality of mineral
mined and not on the basis of mining plan. We do not agree as neither did the
Regional office collect and check the ore sample nor did the DMO comply with
the instructions of September 2010.

4.7  Short levy of royalty on coal

During test check of mining lease
case files, monthly returns and
mining plans of DDMA, Korba, we
noticed that a lessee, Prakash
Industries Limited (PIL), was
allotted coal block in Chotia region
in 2006. The lessee was extracting
coal from seam II of Chotia coal
block-1 from the beginning of the
lease and paying royalty on ‘D’

ROM coal. The GOI, Ministry of grade coal. However, as per the

2 Cﬁal, Coal Controller vide letter | ©riginal mining plan and revised
N ! d March 2010 notified the m | mining plan approved by the Coal
1.in Chotia coal block, Seam I Controller, the grade of mineral

‘D’ grade, subject to the reserve of seam II of Chotia block -
that if after inspection or 1 was ‘B’(10 per cent), ‘C’(61 per
S&mple drawn, the Coal cent) and ‘D'(29 per cent) grade

- 8 5:. ¥
satisfied that th i respectively”. The mining plan of
] the lessee also revealed °‘A’-‘E’

: de coal reserve in the block.
the own ; B gra 4 ¢
mi;:e ;r ba:)g‘;l; (t); Besides this, at the time of

em ; " F
pay royalty in respect
removed/consumed from
area at the rate specified
Second Schedule. As per
notification (August 2007),
on coal for various grades is fi

S e ditect execution of the lease deed, the

B s lessee had paid Stamp Duty and
Registration Fees as per ‘C’ and ‘D’
grade coal.

During 2006-07 to 2010-11, the Regional office, Bilaspur had checked the coal
samples drawn in January 2007, October 2009 and October 2010 in which the
grade of coal was found to be G, C and D respectively. The Coal Controller,

¥ As per surveyor’s report excavation of coal is done at 10 to 20 metre depth in seam 2 of Chotia
block 1. Total coal reserve is 4.598 MT at this depth. Out of this total coal reserve, 0.455 MT is
‘B’ grade coal, 2.818 MT ‘C’" grade and 1.325 MT ‘D’ grade coal as shown in the mining plan
which comprise10 per cent, 61 per cent and 29 per cent respectively.
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Kolkata had also informed the results of coal sample drawn in January 2010 from
the seam as ‘B’ grade.

During 2006-07 to 2010-11, the lessee had dispatched 44,42,329 MT of coal and
paid royalty at the rate of ‘D’ grade. As per grade shown in mining plan the total
quantity of B, C and D grade coal was 4,44,233 MT, 27,09,821 MT and
12,88,275 MT respectively. Accordingly royalty amounting to ¥ 62.29 crore was
leviable. As against this, DDMA Korba levied and collected I 47.14 crore. This
resulted in short levy of royalty of ¥ 15.14 crore. Interest amounting to ¥ 7.96
crore was also leviable (Appendix V).

During the Exit Conference, the Government stated that matter will be taken up
with the Coal Controller who is statutorily responsible for declaration of coal
grades in coal mines. Further report has not been received (August 2012).

» processing loss

VS e o,  During test check of the assessment
According to Rule 30(b) MM | records and returns furnished by the
Rules, the lessee shall pay ro lessees in DDMA, Raipur, we
respect of quantities of neral noticed that 13 limestone quarry
intended to be consumed or lease holders used 132.07 lakh cubic

| ed from the leased area at the feet (cft) limestone boulder for

the time being specified in crushing and produced 115.06 lakh

e cft limestone gitti (metal) between

‘ January 2006 and December 2010. In

this process, 17. Ol lakh cft (85,066 MT) of limestone was shown as loss. This loss

ranged between 5.6 to 28.8 per cent. In the assessment report of the MI, royalty
was assessed only on the metal produced and not on the loss shown by the lessee.

Since there is no provision in the CMM Rules for allowing processing loss,

exemption of royalty on processing loss was irregular. This resulted in irregular

exemption of royalty of ¥ 48.37 lakh.

During the Exit Conference, the Government stated that the lessees paid royalty
when the dust was sold. We do not agree as neither was production of the dust
shown in the assessment report nor was any royalty assessed on the dust.
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4.9  Short realisation of royalty and interest thereon

_ During test check of the mining
Under the provisions of the MM lease case files, assessment
the holder of a mining lease is liab | records and monthly returns of

. pay royalty in respect of any mineral | the DMO, Dantewada we

- removed from the leasehold area or observed that the DMO had

. consumed. Therefore, as soon as the assessed royalty based on the

' mineral is removed, royalty becomes due returns and issued demand notice

and can be demanded on the basis of (December 2007) of % 18.53

‘available information. As per order of crore for the period January 2003

' the DGM (April 2006) assessment of to June 2007 payable by a lessee
yalty (NMDC). Against this, the lessee

is to be done once in every six
paid royalty of ¥ 4.45 crore in
s, ) June 2008 on the plea that the
figures in the six monthly returns
were not correct. Despite this, the DMO neither took any steps to examine the
plea of the lessee and calculate and recover the realisable dues from the lessee.

Further, our scrutiny of records of the DDMA, Raipur and DMO, Raigarh
revealed that two lessees had paid royalty aggregating ¥ 9.18 crore. Our
calculation of the royalty from the monthly returns and other records revealed
that royalty amounting to ¥ 9.65 crore was leviable against these lessees. The
DDMA/DMO (Raigarh and Raipur) neither assessed the royalty payable nor
issued demand notice for recovery of royalty. This resulted in short realisation
of T 47 lakh. Interest amounting to ¥ 12 lakh was also leviable as shown below:

(T in lakh)
SL DDMA/DMO Mineral Royvalty Royalty Short Interest
no. pavable paid realisation

During the Exit Conference and in its reply of February 2012, the Government
stated that in Dantewada, a committee would be constituted at the Directorate
level for checking and assessment of royalty. In Raigarh, out of ¥ 65.51 lakh,
T 44.41 lakh had been deposited between January 2011 to April 2011. Interest
amounting to ¥ 21.10 lakh had been deposited in October 2011. Similarly, in
Raipur the objected amount of ¥ 13.42 lakh has been fully recovered. The fact
remains that in the case of DMO, Dantewada, the Department failed to resolve the
issue and recover the outstanding dues from the lessee even after lapse of four
years. In the case of Raigarh and Raipur the reply is not specific to the amount
pointed out in Audit. Further reply has not been received (August 2012).
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4.10 Non levy of interest on delay in payment of royalty

o~ : S
According to Rule 6
Rules, if the lessee fails to pay ro

During scrutiny of the mining
lease case files, assessment and
monthly  returns  of  two
DDMA/DMOs, it was noticed
that in four cases the lessees
deposited royalty pertaining to
the period between January 2003
and March 2009 after the due

£

.~ at the rate of 24pef “'”Pef
m Mw&yofmeduem
date of payment.

dates. The period of delay ranged between 120 days to 365 days as detailed in the
table below:

(¥ in lakh)

DDMA Name of lessec No. Rovalty delayed Interest Nature of
DMO of amount period leviable observation
cases paid ( 24 % per

e l);l_\“f dnnum)

The DDMA/DMOs however did not levy interest amounting to X 1.14 crore. This
resulted in non-realisation of interest of ¥ 1.14 crore.

During the Exit Conference, the Government stated that in Raipur district the
objected amount of T 41.14 lakh has been fully recovered in October 2010 and
September 2011. No reply was furnished by the Government in case of DMO,
Dantewada.
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4.11

As per Rule 29(4) of the
Rules, the lessee shall pay roya

respect of any mineral removed :qr:_“*
consumed at the rate specified from
time to time in Schedule III. Rule

30(1)(b) provides that the lessee shall
pay royalty in respect of quantities of
mineral intended to be consumed or
transported from the lease area. Rule
30(1) (d) provides that the lessee shall
pay interest at the rate of 24 per cent
per annum for all defaults in payment
of royalty. Rule 30(14) provides that
~ the lessee shall surrender all previous

Short assessment of royalty and interest

During scrutiny of mining lease
case files in DMO Rajnandgaon
we noticed that a lessee, Ashoka
Buildcon Limited, was granted a
lease for boulders at Margaon
(6.25 acre) for a period of five
years from August 2007. During
the period January 2008 to June
2009, the DMO had issued 8400
TPs. The lessee had transported
10 cu.mt limestone per TP. The
DMO however had assessed
royalty on 4199 TPs only without
considering the total number of
TPs wused. During the above
period the DMO assessed royalty
amounting to ¥ 16.57 lakh as

a@phcatcs of used TP books together

against royalty payable of ¥ 33.60
lakh (X 40 per cu.mt.). During the
period the Ilessee had paid
advance royalty ¥ 29 lakh. Thus
< difference of royalty of I 4.60
lakh was neither assessed nor was demand for recovery of the same issued by the

DMO. Interest of T 1.75 lakh was also leviable.

During the Exit Conference, the Government stated that the matter would be cross
checked with the lessee’s records and action would be taken accordingly. Further
reply has not been received (August 2012).

4.12

Recommendations

. The Government may consider putting in place a mechanism to ensure
that royalty is charged as per rules.

. The Department should issue necessary instructions for regular scrutiny
of the monthly statements and linking of the same to other related records
to avoid loss of revenue.

° The Government may consider issuing instructions to all DMQOs to ensure
levy of cess in accordance with the provisions of the Chhattisgarh
(Adhosanrachna Vikas evam Paryavaran) Upkar Adhiniyam, 2005.

. The Government may consider prescribing monthly returns with details of
quantity of coal supplied to core consumers, non-core consumers and
e-buyers with rates.
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° The Govemmem may consider developmg a me hamsm m wllect and
! :analyse the sample and compare grades of iron ore at the Department’
5 level and the gmde shown in the mining plan every month
The Govemment may c@nszzder developmg a mechamsm to collect and
§ _ analyse the samples of coal and intimate dszerences Sfound in. the declared
. grade to the Coal Controller. :
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CHAPTER-V

UNAUTHORISED EXCAVATION

AND
TRANSPORTATION OF MINERALS

5.1 Introduction

Section 21(5) of the MMDR Act, 1957 envisages that whenever any person raises
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.

In the Mineral Resources Department, there is a Flying Squad in the DGM office
at Raipur for prevention and monitoring of illegal excavation and despatch of
minerals. The field staff posted at the District offices also detect cases of illegal
excavation and despatch of minerals.

As envisaged in the MMDR Act and CGMM Rules, cases of illegal excavation
and despatch of minerals are compounded by recovering the cost of mineral in
case of major minerals and penalty up to ten times of royalty in case of minor
minerals, respectively.
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As per Rule 13(1) of the MCD_Eaileg,
every holder of a mining lease shall carry
mining operations in accordance with-

approved mining plan. If the mining
operations are not carried out in accordance

with the mining plan, the Regional

Controller, IBM or the authorised officer may

order suspension of all or any of the mining
operations. As per Rule 12(3), the scheme of
mining shall be submitted to the Regional
Controller at least one hundred twenty days
before the expiry of the five years period for
which it was approved on the last occasion.
As per the instructions of the Government
issued in July 2008, if mining activities were
not carried out in accordance with the
approved mining plan and if the lessee did
not comply with the rules, the proposal for
action to be taken is to be sent to the Regional
Controller, IBM. Section 21(5) of MMDR
Act, provides that whenever any person
raises, without any lawful authority, any
mineral from any land, the state Government
may recover from such person the mineral so

A Flying Squad is working
under the control of the
DGM with a working
strength of two to three
persons out of the
sanctioned strength of six
posts. We noticed that no
targets have been fixed for
the Flying Squad for
detection of cases of illegal
mining. The Squad acts on
the basis of grievances
received at Government/
DGM level.

We noted that during the
period 2006-07 and 2010-
11, 938 cases of
unauthorised  excavation
and transportation were
detected by the Flying
Squad and penalty of
297.06 lakh was also
recovered.

Our scrutiny of records of
the test checked DDMA/

raised, or where such mineral has already DMOs revealed non-
been disposed of, the price thereof and may recovery of cost of

~ also recover from such person, rent, royalty minerals in case of

~or tax. unauthorised  excavation
N and misuse of transit
passes as discussed below:

minerals on unauthorised

5.3 Non-levy/recovery of cost of

excavation

5.3.1 Our test check of the mining lease case files of DMO Janjgir-Champa
revealed that two lessees viz. M/s. Mangal Minerals and M/s. Dolomite Mining
Corporation were granted (May 1995 and March 2002 respectively) lease for
mining of dolomite. Since the lessees had not obtained environmental clearance,
the Collector, Janjgir Champa issued (January 2009) orders for stoppage of
mining activities. However, we noticed from the monthly returns that the lessees
had unauthorisedly excavated and dispatched 27,840 MT of dolomite, during
February and March 2009. In the case of M/s Dolomite Mining Corporation
neither was any action taken by the DMO to stop the unauthorised excavation nor
was the cost of excavated minerals (27,550 MT) amounting to ¥ 1.26 crore
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recovered. In the case of M/s Mangal Mlnerals penalty of ¥ 1.83 lakh was
imposed (February 2010) on 290 MT of unauthorised excavated mineral but the
same was not recovered even after lapse of 16 months (June 2011).

During the Exit Conference, the Go‘vemment stated that since the lessees violated
. the conditions of the Environmental Act, legal proceedings against the lessees
would be. taken by the Environment Board. The Environment Board: had also”
given - environment clearance to;M/s Dolomite  Mineral . Corporatlon w.e.f.
2 February 2010. The fact however“ remains that in one case the lessee continued
mining operation and dispatched mineral from the lease area despite the order of
the Collector to stop the mining activities and the Department did not recover the
cost of the minerals whereas in the 1second case.the penalty imposed has not been
recovered.

5.3.2 Our test check’ of the mmmg Jease case files and mining plan of DMO
Raigarh revealed that a lessee, M/s Monnet Ispat Ltd., was granted lease for
excavation of coal in Raigarh District. As per the approved mining plan, the
excavation of coal from seam Il was to be done from 2009-10 onwards.
However, scrutiny of records revea]led that the lessee had excavated 8,56,781 MT
of coal during the period 2006- 07 2007-08 and 2008-09 over and above the
quantity mentioned in the approved mining plan. Thus the coal excavated by the
lessee was unauthorised and cost of ]the excavated coal amounting to X 54.75 crore
was recoverable from the lessee. The DMO Raigarh neither ‘initiated any action
against the lessee for excavating the coal in violation of the mining plan nor took
any action for recovery of the cost of excavated coal valuing I 54.75 crore.

During the Exit Conference, the Government stated that the mining plan for coal
is approved by the Coal Cont‘roller; and action against the lessee for violation of
the plan would be taken by the Goyernment of India. The State Government has
also sent a report regarding production in excess of the quantity shown in the
mj.ning plan to the Government of India in October 2011.

533 Durmg test check of the mining l€ase case files and mining scheme of
DMO, Surguja we noticed (May 2@11) that Barima Bauxite Mines (Area 11.705
hec. and 80.414 hec.) were lease_d out to Chhattisgarh Mineral Development
Corporation, a State PSU, from September 1999 for a period of 20 years. The
approved mining scheme expired 1ﬁ March 2009. As per Rule 12(3) of the MCD
Rules, the lessee was required to submit a new mining scheme for approval by
November 2008. We observed frorh the records that the lessee had submitted the
mining scheme to IBM for approval in November 2010 i.e. after a delay of
24 months. As the Mlnmg Plan was not found. fit for approval, IBM returned
(January 2011) the same with the ﬂnstrucnon to resubmit a fresh mining scheme.
The mining scheme was still pendmg for approval till the date of audit (May
2011). During this period the lessjee had excavated and dispatched 2,32,695.51
MT of bauxite unauthorisedly frorh the leased area without having an approved
mining scheme. Thus the cost of\ the mineral amounting to X 7.59 crore was
recoverable from the lessee. The QMO Surguja however neither took any action
to stop the unauthorised excavatlion nor recovered the cost of the excavated

minerals.
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After this was pointed out in Audit, the DMO stated that issue of transit passes
has been stopped from December 2010.

During the Exit Conference, the Government stated that proceedings against the
lessee has been initiated under Rule 13(1) of MCDR 1988. The lessee had also
vide letter dated 7.9.2011 informed that the mining scheme has been submitted for
approval on 27.6.2011 and had stopped excavation of minerals.

5.4 Short/excess transportation of bauxite

During scrutiny of information furnished by DMO Surguja on details of dispatch
of bauxite from the railway siding at Meralgram we noticed (December 2011) that
a lessee, M/s HINDALCO Ltd., had three leases (Samri, Kudag and Tatijharia)
and had dispatched bauxite by road to Meralgram railway siding (Jharkhand)
which was further transported by rail to its own captive plant at Renukut (Uttar
Pradesh). As per the information received from the DMO, the lessee had an
opening balance of 67,520 MT of bauxite during 2006-07 at Meralgram railway
siding and had dispatched 5,92,126.07 MT of bauxite from the lease area. Cross
verification of this figure with information regarding dispatch from the railway
siding' revealed that the lessee had transported 6,35,227.8 MT bauxite by rail to
the Renukut plant. Thus, as per the above, the lessee should have had closing
stock of 24,418.27 MT of bauxite. However, as per the information furnished by
the DMO, the <closing stock at the end of the year
2006-07 was 20,191.03 MT instead of 24,418.27 MT. which implies that although
4227.24 MT of bauxite was dispatched from the mine, the same was not
transported to the Renukut plant by the lessee and the possibility of diversion of
the mineral for other purposes cannot be ruled out.

Similarly, the lessee had opening balance of 20,191.03 MT at the beginning of
2007-08 and had dispatched 5,22,806.34 MT of bauxite from the lease area. Cross
verification of this figure with information regarding dispatch from the railway
siding however revealed that the lessee had dispatched 5,44,013 MT of bauxite.
Hence, the lessee should have had closing stock of 3,211.57 MT of bauxite. As
per the information furnished by the DMO, the closing stock at the end of the year
2007-08 was 5,221.41 MT as against 3,211.57 MT of bauxite which implies that
2,009.84 MT of bauxite was illegally transported to Meralgram railway siding.
Thus, the cost of mineral amounting to ¥ 7.93 lakh was recoverable from the
lessee.

During the Exit Conference, the Government stated that in the year 2006-07 there
was no loss of royalty and for the year 2007-08, directions have been given to the
DMO to examine the records and take necessary action. We do not agree as the
reasons for the difference of 4,227.24 MT of bauxite for the year 2006-07 have
not been explained and reconciled.

" Information furnished by PD (Railway Audit) Hajipur
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D

Transit pass (TP)

5.5.1 Double use of transit pass

/ To prevent
revenue, the C(
envisage that the

without a valid transit pass-
issued by the conoemed

_'and the carbon copy shall
retamed in the TP book. Thc '

aper between both the copies so iy
the original entry is entered in

ﬂttacts penalty. Only one
ass shall be issued to one
*h trip. At the mining
information furnished

reqmredtobe

Our scrutiny of the check post reglster
and used TP books of two’
DDMA/DMGOs, revealed that in two
check posts (Mura and Mandir
Hasaud) 12 lessees had reused their
TPs in 40 cases and dispatched 581
MT of limestone and 18 cu.mt. of
murrum by reusing the TPs. In all
these cases the transit time and/or
vehicle numbers were different from
those shown in the original TP. Thus,
transportation of such minerals was
illegal. The Department failed to
scrutinise the TPs at the check post
and allowed the vehicles with these
invalid TPs to pass through the check
post though these TPs were already
registered in the records. Penalty of
T 3.39 lakh leviable was also not
levied.

During the Exit Conference, the
Government stated that the
irregularities noticed by Audit were
mainly due to improper maintenance
of registers for which show cause
notices have been issued to the check
post staff. The cases pointed out by
Audit were reviewed and show cause
notices have been issued to the lessees
who failed to produce the evidence.

During scrutiny of records of DMO,
irregularities in case of two lessees:

the TP book.

? Bilaspur and Raipur

we noticed the following

Bilaspur,

In 11 TPs carbon paper was not used.

In 15 cases, both the copies (i.e. original and duplicate) were not found in



Performance Audit Report on "Assessment, Levy and Collection of Major and Minor Mineral Receipts" for the year ended
31 March 2011

. The Transit Pass should contain the details like the name of the mine,
district, name of the mineral and its grade, name of the lease holder, name
of the consignor, date and time of dispatch, destination of dispatch,
quantity of mineral, sale value of mineral, name and registration number
of owner/carrier, signature, etc. However, we noticed that in 11 cases the
date, time and name of the purchaser were not mentioned in the TPs.

° In two cases quantity of mineral was not mentioned in the TPs.
. In eight cases the TP was not signed by the Mine Manager.

During the Exit Conference, the Government accepted the audit observation and
stated that blank transit passes have been cancelled and a register for watching
used TPs is being maintained.

5.6 Recommendations

o The Government may consider issuing instructions to ensure that mining
is carried out strictly in accordance with the approved mining plan and to
establish a monitoring mechanism to detect unauthorised mining.

. The Government may consider evolving a monitoring mechanism to watch
whether mineral dispatched from the lease area is consumed in the captive
plant.

s The Government may prescribe a system of cross verification of used TPs
with the check post records at the time of assessment to prevent reuse of
TPs.
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IMPLEMENTATION OF THE MINING RULES
AND REGULATIONS

6.1 Challans not found in treasury records

During test check of the mining lease case files and treasury receipts of DDMA,
Raipur, we noticed (May 2011) that in two cases, royalty of ¥ 76,500 was
deposited into Government account through two challans in May 2009 and March
2011.

However, while cross checking these challans with the treasury records we did
not find the above challan amounts in the Consolidated Treasury Receipt
statement. The Department also failed to detect these missing challans and no
action was taken by the DDMA to reconcile the discrepancy.

During the Exit Conference, the Government stated that one challan amounting to
¥ 31,500 has since been found in the treasury and in the case of the other lessee,
Anita Jain, the matter is being examined by the Collector. Further examination of
the first challan in Audit revealed that though the challan amount was the same,
the name of the lessee was different. Further report in case of the second lessee
has not been received (August 2012).

6.2 Non obtaining permit for temporary storage of mineral

During scrutiny of the

According to Rule 6 of the Chhattisgarh | mining lease case files
Minerals (Mining, Transportation and Storage) and monthly returns of
Rules 2009, the lessee has to obtain a permit in DMO, Dantewada, we
form 7 for temporary storage/beneficiation/ noticed that a lessee,
crushing of minerals which are kept outside the | NMDC Lid., dispatched
lease area. Storage fee for the first 250 MT is iron ore from the

% 20,000 and thereafter for every 100 MT or | railheads at Bacheli and
part thereof, the fee is payable at the rate of | Kirandul — which  are
¥ 2000. located outside the lease
e T / area. At the railhead, the
lessee blends lower grade

iron ore with higher grade iron ore. Between August 2009 and March 2011, the
lessee had temporarily stored 11.85' lakh MT iron ore at the railhead from
Bacheli deposit no. ‘5°, “10, 11A’. Similarly, 61.56° lakh MT iron ore was stored
at the railhead from Kirandul deposit no. ‘14, 11C’. Since the minerals were

' Bacheli (Deposit No. 5,10 &11A) - 11,85,387 MT - 250MT = 11,85,137MT/100 = 11,852x
2000 = ¥2,37,04,000 + ¥ 20,000 = ¥ 2,37,24,000

? Kirandul (14&11C) - 61,56,254MT-250MT = 61,56,004MT/100 = 61561X ¥ 2000 =
T12,31,22,000 + ¥ 20,000 = ¥ 12,31.42,000

41




Performance Audit Report on "Assessment, Levy and Collection of Major and Minor Mineral Receipts” for the year ended
31 March 2011

Under Section 21(4)

stored outside the lease area, the lessee was required to obtain storage permit from
the Collector (Mining) Dantewada. However neither did the lessee obtain the
permit nor did the DMO take any action against the lessee for storing the minerals
outside the lease area. This resulted in non levy of storage fees amounting to
T 14.69 crore.

During the Exit Conference, the Government stated that in Bacheli and Kirandul
minerals dispatched are temporarily stored at the dumping yard/Railway siding
adjoining the lease area. Therefore, asking for permission of temporary storage of
minerals is not practical. We do not agree as in the Departments’ reply of May
2012, it was stated that the lessee is blending mineral outside the lease area.
Hence, the lessee had not only temporarily stored iron ore outside the lease area
but had also blended iron ore at the railhead. Therefore permission was necessary
as per Rules ibid.

6.3

Operation of mines without environmental consent

During test check of the case files
of two DDMAs®, and information
received from three other DMOs’
we noticed that consent from the
Chhattisgarh Environment
Conservation Board in the case
of 289 out of 434 lessees of stone
crushers were not on record.
These lessees however continued
their mining operations and the

(Prevention and Control
Act, 1981 and Section 25
Water (Prevention and C
Pollution) Act, 1974, no person
establish or operate any industrial
in an air pollution control area witl
the previous consent of Chhattisgarh
Environment  Conservation  Board

(CECB). The State Government directed
all the Collectors (July 2004) that
nmental consent from CECB is
for all stone crushers under the

Department did not take any
steps to ensure submission of the
required certificate from the
CECB by the lessees. In other

DMOs, neither was any record
regarding environmental consent
found maintained nor were the
DMOs able to furnish
information of lease holders
having consent from the Board.

of the Water (Prevention and
Pollution) Act 1974 and Air

and Control of Pollutioy

During the Exit Conference, the Government stated that instructions will be
issued to the DMOs not to grant fresh leases without getting consent from the
Environment Board. In Raipur district all lessees had obtained environmental
consent. In Korba district, working permission has been withdrawn from six out
of 28 lessees due to non-obtaining environmental consent from the Board.

Though the Government had issued instructions in July 2004 regarding
requirement of environment consent from CECB, the Department did not adhere
to these directions. Further no mechanism was available either at the district or

¥ Korba and Raipur
* Dantewada, Janjgir-Champa and Korea
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DGM/Government level to ascertain whether a mine was working with or without
environmental consent. Regarding the cases in Raipur, the list of consent holders
provided by DDMA Raipur did not tally with the cases pointed out by Audit.

The Government may consider prescribing a monitoring mechanism to
ensure that a lessee had obtained consent to operate any industrial plant in
an air pollution control area.

6.4 Recommendation

° The Department may consider prescribing periodic reports/returns to be
furnished by the DDMA/DMOs indicating the cases requiring
environmental consent and should develop a monitoring mechanism to
ensure the operation of mines only after obtaining environmental consent.

~ | N\ PN
(PURNA CHANDRA MAJHI)
Raipur Accountant General (Audit)

n 8 DEC ng Chhattisgarh

Countersigned

(VINOD RAI)
The Comptroller and Auditor General of India
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AMO
CMMR
DGM
DDMA
DMO
GOI
IAW
IBM
MCDR
MCR
MI
MMDR

MT

PSU
ROM

SD & RF
SRSWOR
i

CHAPTER-VII

Glossary of terms and abbreviations

Assistant Mining Officer

Chhattisgarh Minor Mineral Rules, 1996

Director Geology and Mining

Deputy Director Mining Administration

District Mining Officer

Government of India

Internal Audit Wing

Indian Bureau of Mines

Mineral Conservation and Development Rules, 1988
Mineral Concession Rules, 1960

Mining Inspector

Mines and Minerals (Development and Regulation) Act,
1957

Metric Ton

Public Sector Undertaking

Run of Mines

Stamp duty and Registration fees

Simple Random Sampling Without Replacement

Transit Pass
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Appendices

Appendix I
(Referred to in paragraph 3.3.1)

. a ] op . . ae e 5
DDMA Name of Mineral Peri Average of proposed \verage Average Stamp duty ( % | Resistration fees | { \ Total ( z \

DMO lessce od of production (MT) annual annual

lease rovalty (as rovalty (as per

Average Average of L.eviable Levied Short levy Leviable Levied Short levy

(vear per Deptt.) audit)

$) of first complete
five years lease

period
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Appendix II
(Referred to in paragraph 3.3.3)

3 in crore

Sk No. Name of lessee Date of lease Proposed Average annual royalty Stamp duty Registration Differ

execution and annual fee ence
Registration production
Years/Mineral (MT)
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Appendix III

(Referred to in paragraph 4.3.2)

DMO Name of Mineral Production/Dispatch (MT)/Royalty paid (¥) Total (MT) Cess leviable ( ? ) Total cess
lessee ' - lovis 3T
eviable (\)
2006-07 2007-08 2008-09 2009-10 2010-11 Infrastruct Environme
ure ntal cess
developmen
t cess
1 Kanker 1 Godavari Iron ore - - - 354,317 - 3,54,317 - 17,71,586 17,71,586
Ispat
Pvt. Ltd
2 Durg 1 Bhilai Iron ore 82,41,300 89,88.411 85,51,801 83,84,883 85.62,112 42728507 | 21,36,42,535 | 21,36,42,535 | 42,72,85,070
Steel
Plant
Sub total 2 82,41.300 89,88,411 85,51,801 87,39,200 85,62,112 4,30,82,824 | 21,36,42,535 | 21,54,14,121 | 42,90,56,656
3 Durg 1 ACC Limestone 0 0 2,84,17.811 | 4,32,68,747 | 5,85,79,379 13,02,65,937 65,13,297 65,13.297 1,30,26,594
- Durg 42 Different 2,18,12,347 | 2,35,87,212 1.82,26,543 - - 6,36,26,102 31,81,305 31,81,305 63,62,610
leessees
Sub total 43 2,18,12,347 | 2,35,87,212 4,66,44,354 | 4,32,68,747 | 5.85,79,379 19,38,92,039 96,94,602 96,94,602 1,93,89,204
Total 45 3,00,53,647 | 3,25,75,623 5,51,96,155 | 5.20,07.947 | 6,71,41,491 23,69,74,863 | 22,33,37,137 | 22,51,08,723 | 44,84,45.860
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Month

Production ol
coal (M)

Appendix IV
(Referred to in paragraph 4.4.1)

Hasdeo horba
\rand area Raigarh D

D erade coal grade coal

Quantity of coul
o ¥ ¥ » ¥
nl|\|v.|h¢|ul (M) rate (N ) rate (\) Royvalty pavable (X)) Raovalty paid (X))

¥
Short rovalty (X))
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Appendix V
(Referred to in paragraph 4.7 )

Rate of

?:;:;{B Rate of B Hasdeo
10% of Qtyof 'C’  Qtyof ‘D’ L iiind e Oty pasand.
. - 2 £ e coal of Grade coal  area ‘D
Quantity of working Grade 61% Grade 29% Hitdeo of Hiades Crade
Production  coal Reserve of  of working of working \r'm:I \r-.u;il 2 ':l';l :.“ L Rovalty Rovalty paid Short sovalk fotriat ]
of coal dispatched seam Reserve of ok - v . YA Stort royalty  Interest@

Month (MT) (MT) 2(MT) seam 2(MT) ara®X)  ara ) ) payableX ) ) )

Jul-06 50100 47012.51 4701.25 28677.63 13633.63 165 115 85 5232492.36 3996063.00 1236429.36 1409529.47
Aug-06 57019 60035.45 6003.55 36621.62 17410.28 165 115 83 6681945.59 5103013.00 1578932.59 1768404.50
Sep-06 56000 55880.13 5588.01 34086.88 16205.24 165 115 85 6219458.47 4749811.00 1469647.47 1616612.22
Oct-06 72000 71854.87 7185.49 43831.47 20837.91 165 115 85 7997447.03 6107664.00 1889783.03 2040965.67
Nov-06 76000 76280.10 7628.01 46530.86 22121.23 165 115 85 8489975.13 6483809.00 2006166.13 2126536.10
Dec-06 80010 80019.04 8001.90 48811.61 23205.52 165 115 85 8906119.15 6801618.00 2104501.15 2188681.20
Jan-07 75012 74922.96 7492.30 45703.01 21727.66 165 115 85 8338925.45 6368452.00 1970473.45 2009882.92
Feb-07 75012 75052.02 7505.20 45781.73 21765.09 165 115 85 8353289.83 6379422.00 1973867.83 1973867.83
Mar-07 84000 84014.32 8401.43 51248.74 24364.15 165 115 85 9350793.82 7141217.00 2209576.82 2165385.28
Sub total 625153 625071.40 62507.14 381293.55 181270.71 69570446.82 53131069.00 16439377.82 17299865.18
Apr-07 73010 72798.36 7279.84 44407.00 21111.52 165 115 85 8102457.47 6187861.00 1914596.47 1838012.61
May-07 70000 69976.76 6997.68 42685.82 20293.26 165 115 85 7788413.39 5947999.00 1840414.39 1729989.52
Jun-07 80304 80591.98 8059.20 49161.11 23371.67 165 115 85 8969887.37 6850318.00 2119569.37 1950003.82
Jul-07 73010 73020.32 7302.03 44542.40 21175.89 165 115 85 8127161.62 6206727.00 1920434.62 1728391.15
Aug-07 73850.00 73802.50 7380.25 45019.53 21402.73 192.50 143.50 116.00 10363716.06 7859966.00 2503750.06 2203300.06
Sep-07 75306.00 75257.16 7525.712 45906.87 21824.58 192.50 143.50 116.00 10567986.69 8014888.00 2553098.69 2195664.88
Oct-07 70196.00 70151.10 7015.11 42792.17 20343.82 192.50 143.50 116.00 9850968.22 7471092.00 2379876.22 1999096.02
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