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PREFACE 

This Report for the year ended 31 March 2010 

containing the results of the Audit of Mining Receipts 

of Government of Rajasthan 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 a.re among those 

which came to notice in the course of test-audit of 

records of selected units during the year 2009-10, as 

well as, those noticed in earlier years but could not be 

included in the previous reports . 
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Executive summary 

Minerals are valuable natural resources being finite and non-renewable; 
therefore, their exploitation is guided by long term national goals and 
perspectives. Mineral exploration and development is closely linked with the 
development of economy and upliftment of inhabitants residing nearby. 
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 i 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 and entry 50 of the State list (List II) of the seventh 
schedule of the Constitution of India. 

Receipt from mines and minerals mainly consi t of royalty which is levied 
either on specific or ad valorem basis on the quantity of mineral removed or 
consumed from mines. Dead rent is levied on the area leased out for mining 
activity. Other receipts for Mining Depai1ment are excess royalty collection, 
application fee, li cence fee, permit fee, development charges, 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 re pect of 111i11or 
minerals are determined by the State Government and their collection and 
utilisation is done by the State Government. 

Rajasthan is one of the top nine minerals producing states. It has more than 90 
per cent of country's resources of wollastonite, lead, zinc and rock phosphate 
and is almost the sole producer of calcite and natural gypsum. It has about 64 
different kind of major and minor minerals and contributes more than four per 
cent in national mineral production. 

We conducted a Performance Audit of Mining Receipts of the period 2004-05 
to 2008-09 in order to ascertain whether the provisions of various Acts and 
rules made thereunder were enforced effectively by the Mining Department. 
We also ascertained whether there existed an effective system for computation, 
levy and realisation of various fees, rent, royalty, penalty etc. in the 
Department; and the action taken in the cases of default or illegal excavation of 
mineral was effective. 

We also analysed internal controls and monitoring mechani m for their 
effectiveness. Further, we tried to assess whether the environmental and 
ecological concerns had been taken care of. 

We found that though illegal mining of minerals is a matter of concern in the 
State and in the knowledge of the Department; the Rules do not provide for 
recovery of damages caused to the Environment and cost of reclamation 
required after mining activity. This is not consistent with the National 
Environment Policy, 2006. 

---------------------------------------------------------------
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---------------------------------------------------------------We fou nd irregularitie in management of leases, unauthorised excavation, 
non/ hort assessment and realisation of royalty, misuse of rawannas etc. 
aggregating~ 402.85 crore as mentioned in the succeeding chapters. 

We observed that the percentage contribution of the mining sector in total 
revenue of the State decreased from 8 per cent (2006-07) to 6.8 per cent 
(2008-09). There is ample scope of improvement by revamping realisation 
sy tern and plugging revenue leakages. 

The arrears of revenue increased from~ 62.98 crore (as on 31 March 2004) to 
~ 103.16 crore (a on 31 March 2009) mainly due to non-recovery of charges 
levied in cases of illegal mining of mineral . The recovery of old arrear ranged 
between 6.6 and 15.8 per cent a again t target of 50 per cent. 

We ob erved that in absence of internal audit of almost all lhe mining unit 
which had not been done since 2004-05, there was no effective y tern of 
internal check on the activities of the Department. 

We found that large number of applications for mining leases/quarry licences 
were pending resulting in non-exploitation of minerals and development of 
mineral industries. 

In office of the Mining Engineer, Kota excess royalty collection contract of 
mineral sand stone and masonry stone was g iven al much higher rates than 
actual reali ation of royalty amount, which indicated illegal despatch of 
minerals. 

Our scrutiny revealed large scale misuse of rawa1111as and despatch of minerals 
without rawannas, and co t of mineral wa yet to be recovered in ca e of 
illegal/unauthori ed mining. 

We al so found that the cost of illegally excavated minerals by the Public Works 
contractor wa pending for recovery . 
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Summar of recommendations 

For augmenta tion of the mining receipts, efficient revenue collection 
and check against illegal excavation, we feel tha t following actions 
a re required : 

·:· Non-observance of con ervation rules 

• The Governme nt may consider stacking of non-saleab le or sub
grade mi nerals in uch a manner so that they can be retrieved 
easily in future and also e nsuring zero waste as envisaged in the 
National Mineral Poli cy. 2008. 

(Paragraph 2.3) 

•!• Irreparable damages to environment 

• A provi ion may be made for recovery of damages caused to 
environ me nt and reclamation of the area due to illegal excavation 
of mi ne ra ls. 

(Paragraph 2.4) 
•!· Arrears of revenue 

• 

• 

A strong mechanism shou ld be developed to ensure speedy 
recovery of sums due to Governme nt. 

Efforts may be made for augmenting revenue of Mining , ector 
and for recovery of o ld due . 

(Paragraphs 3.3) 

·:· Internal audit 

• Internal audit may be conducted on regular basi for detecting 
malfunctioning of the system, leakage of the revenue and 
compliance o f rules and provi sion. o f the Act. 

(Paragraph 3.4) 

•!• Grant of leases 

• 

• 

• 

The Governme nt may c reate an e ffective co-ordination 
mechanism among various depa rtme nts. 

The Government may s pecify a time frame for dis posal o f 
application for grant of mining leases. 

Guideli nes may be issued for g ranting fresh leases in case of 
surre ndered and cance lled leases. A syste m of receiv ing no 
objection certificates from d ifferent departments of Ce ntral/Stale 
Government for time ly execution of sanc tioned leases may be 
evolved. 

(Paragraph 4.2) 
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·:· Non-adherence of Government instructions 

• The Government may consider inclusion of contract damage 
clau e in the tender notice . 

(Paragraph 4.4) 

·:· Non/shor t recovery of royalty 

• The Government may consider instituting a mechanism of 
surveys to ensure that royalty is charged as per rules. 

• The Government may con ider instituting a peri odical monitoring 
y tern in the Department lo watch pending royalty as es ·menl 

ca e and recoverable roya lty amount and to verify the actual 
de patch of mineral as per pit measurement. 

(Paragraphs 5.4 and 5.5) 

·:· Unexplained source of royalty payment 

• The i !>Ue of exce , royalty collection contracts hould be 
examined in depth and proper policies are framed to ecure 
ecology and wealth of the Stale. 

(Paragraph 6.4) 

·:· Lack of control on issue of rawamzas 

• The Government may evolve a procedure lo eliminate mi u e of 
rall'annas and timely recovery of cost of mineral . 

• The Government may con ider doing away with the committee 
intervention and pul in place an appropriate departmental 
mechanism to decide upon cases of illegal min ing. 

(Paragraphs 6.5 and 6.6) 

·:· Illegal excavation and despatch of minerals 

• The Government may evolve a concrete system to recover all 
pending royalty/cost of minerals used in works before final 
payments to contractors. For th is purpose strong co-ord ination is 
required to be developed between W orks Department and Mining 
Department. 

(Paragraph 6.12) 

·:· Lacunae in rules 

• The Government may clearly define the ra te of royalty to be 
recovered in ca es of despatch of minerals more than I 0 per cent 
but upto 25 per cent over and above the quantities authori sed in 
sho11 term permit. 

(Paragraph 6.14) 



Summar) of n:commendatiom. 

•!• Delay in approval of cost of illegally excavated minerals 

• The Government may consider preparation of pa11c/111a111as in 
prescribed format and setting a time frame for approval of cost of 
illegal despatches of minerals. 

(Paragraph 7.3) 

•!• Delay in disposal of appeals 

• The Government may consider etting a time frame for di spo al 
of pending appeal cases. 

(Paragraph 7.4) 

•!• Pending laboratory samples 

• The Government may take effective steps fo r equipping the 
laboratory adequately to expedite the analy ing/te ting of the 
sample received in laboratory or alternati vely consider 
outsourcing thi s acti vity. 

(Paragraph 7.7) 

•!• Non/short recovery of prospecting expenses 

• The Government may consider maintaini ng systematic and 
authentic records of expen, cs incurred on pro. pect ing the area, 
and recovery made from lea e holders. 

(Paragraph 7.9) 

Ill 
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CHAPTER-I 

Introduction 

1.1 Mi nerals are valuable natural resources being finite and 
non-renewable; therefore, the ir ex ploitation i guided by long term national 
goals and perspectives, wh ich in turn are in nuenced by g lobal scenario. 
Mineral exploration and developme nt is c losely linked with deve lopment of 
economy and upli ftment of inhabitants residing nearby but simultaneous ly as 
it intervenes with the environment and social structure, a harmony and balance 
is to be maintained between con e rvation and deve lopme nt. Mineral!. mean al l 
minerals except natural gas and petroleum whi ch are dealt with separately. 
Further. m inerals have been di vided in two categories. firstly, minor mine rals 
which inc lude building stone, g ravel, ordi nary clay, o rdi nary and and any 
other mineral notified by the Central Government. Remai ning all mine rals are 
te rmed as major minerals which are further classified as hydrocarbon or fuel 
minerals (such as coal. lignite e1c.), atomic minerals, metall ic and non-meta llic 
minerals. 

1.2 Mana ement of mineral resources 

1.2.1 Management of mineral resources is the responsibility o f both the 
Central Government and the State Governments in terms of e ntry 54 of the 
U ni on list (Li st I) and entry 23 and e ntry 50 o f the State list (List II) of the 
seventh schedule of the Constitution of India. According to it. so long as 
Parliament does not make any law in exerc ise of its powers in entry 54, the 
powers of the S ta te legislature in e ntry 23 and in entry 50 would be 
exerc isable by the State legis lature. The Central Gove rnment had also e nacted 
the M ines and Minerals (De velopment and Regulat ion) (MMDR) Act, 1957 
w hich lays down the legal framework for regul atio n of mines and developme nt 
of al l mi nerals other than petroleum and natural gas. In addition, Mineral 
Conces ion (MC) Rules, 1960 for regulating grant of permits, licences and 
leases in respect of a ll mineral s other than Atomic minerals and minor 
minerals besides the Minera l Conservation and Development (MCD) Rules, 
1988 for conservation and systemic development of minerals have been 
fra med. T he Central Government has framed 'National Mineral Policy 2008' 
to develop a su tainable framework for optimum util isation o f mineral wealth 
for indu tria l g rowth simu ltaneou ly improving life of people . Prior to thi s 
'National Mi neral Poli cy 1993' wa in vogue. 

1.2.2 The State Government had promu lgated a ' Mi neral Policy, 1994' for 
minor minerals. It has furth er formu lated the Rajasthan Mineral Poli cy, 20 11 
sub eque nt to introduction of a mode l State Mi neral Policy 20 10 by the 
Central G overn ment. It has also framed the Rajasthan Minor Minera ls 
Concess ion (RMMC) Rules, 1986 which govern pro pecting and mining of 
minor minerals. 

1.2.3 T he Central Government, after consultation with the S tate Government 
may undertake, refu e or reserve, pro pecting or min ing operations in 
specified area . The State Government, with the approval of the Central 

.. 
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Government can re erve any area for undertaking pro pecting and mining 
operations through Government company or corporation owned by 
Government. 

A prospecting licence holder can be given a preferenti al ri ght for obtaining a 
min ing lease in respect of that land. which was held by him under prospecting 
licence. The State Government has decided to grant mining lea e of gypsum to 
the private entrepreneurs as captive mines. The Central Government ha 
exclu ively reserved mining operations of mineral lignite through Government 
companies or undertakings. 

1.3 Wh we chose the to ic 

Rajasthan is one of the top nine minerals producing tates. Tt has more than 90 
per cent of country's re ources of wollastonite, lead, zinc and rock phosphate 
and is almost the ole producer of calcite and natural gyp um. It has about 64 
different kind of major and minor minerals and contributes more than four per 
cent in national mineral production. 

Further, the mining receipts of ~ 1,275.59 crore realised during the year 
2008-09 constituted 6.8 and 32.8 per cent of total revenue and non-tax revenue 
respectively, of the tate. Thus, this sector plays a vi tal and important role in 
development of the Nati onal and State economy. 

A performance review on the same topic was incorporated in the Audit Repot 
2004-05. highlighting non/short recovery of dues, royalty, interest etc. Since 
then a lot of change have been affected by introduction of the National 
Mineral Policy, 2008 especially focusing on environmental and ecological 
concerns. 

The rev iew indicated a number of system and compliance defi ciencies which 
are discussed in ubsequent paragraphs. 

1.4 Ob· ectives of audit 

We undertook the review with the objecti ves to ascertain whether: 
• the provisions of various Acts and rules made thereunder were 

enforced effecti vely; 
• the mining leases or quarry licences were renewed timely; 
• an effective system for computation, levy and realisation of various 

fees, rent, roya lty, penalty etc. ex ists in the Department; 
• action taken in the cases of default or illegal excavation of minerals 

was effecti ve; 
• effective internal control and monitoring mechanism was in place in 

the Department to prevent leakage of revenue; and 
• the environmental and ecological concerns have been taken care of. 

1.5 Seo e of audit 

We conducted performance audit during May 2009 to March 2010. 16 (out of 
38) Mining Engineers/Assistant Mining Engineers (ME/AM E) offi ces were 
selected on the basi~ of revenue realised of al l mi neral and adopting 
probability proportional Lo size with replacement random sampling method. 
The units were test-checked for the years 2004-05 to 2008-09. In addition, .. 
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records maintai ned by Deputy Secretary, Mines and Petrol eum. Director. 
Mines a nd Geology (DMG), Additiona l Directors, Mines (ADM). Additional 
Directors, Geology (ADG) and Superintending Mining Engineers (SME) were 
also te t-checked. 

1.6 Acknowled ement 

The Indian Audit and Accounts Department acknowledges the co-operation of 
the Mining and Geo logy Department in providing necessary information and 
record for audit. An entry con fere nce was held on 3 1 August 2009 with the 
Pri nc ipal Secretary. M ines and Petroleum. wherein, objectives and 
methodology of audit were explained. 

An exit conference was held on 17 August 2010 with the Principa l Secretary, 
Mines and Petroleum in which results of audit and recommendations were 
discussed. The repl ies of the Department received during the ex it conference 
and at other points have been appropriately inc luded in the respective 
paragraph . 
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CHAPTER-II 

Environmental protection and mineral conservation 

2.1 Mineral policy of the State 

2.1.1 The country' accelerated growth rate wan-anted a rapid development 
of the mining sector. The world mineral scenario had changed ignificantly. 
which required reorientation of mining law and policies to attract global 
investments. Mineral Policy. 1993 had not been ab le to ach ieve the aim of 
encouraging the flow of private investment and introduction of high end 
technology for exploration and mining because of procedural delays. 

The Central Government in con ultation with the State Governments 
formu lated (M arch 2008) legal measures for the regulation of mines and the 
development of mineral resources to en ure uniformity in mineral 
admini Cration and to ensure that the development of mineral resources keeps 
pace and i in con onance w ith the national policy goal . To give a fill ip to 
pri vate inve tment in the mining sector. and to attract technology, the National 
Mineral Policy, 2008 was announced in M arch 2008. 

A model State Mineral Policy was circulated (December 2009) to all the State 
Governments requiring them to develop suitable mineral policies with in the 
ambit of the National M ineral Pol icy for their States keeping in view their 
local requirements. 

2.1.2 The State Government had enunciated (28 January 2011 ) Rajasthan 
Mineral Policy, 20 11. The Government has considered appropriate to promote 
proper u e of mjneral resources for sustainable economic development of its 
people and the nation by amending its ex isting Mineral Policy, 1994. To 
achieve thi , it ha been decided to simplify the rule and procedures so as to 
en ure cientific, sa fe and eco- friendly mining, productivity, conservation and 
cost effectivene . ocial commitment, zero waste mining, health and welfare 
of the people. 

2.1.3 The Raja than M ineral Pol icy . 20 11 mainly enumerates: creation of 
favorable environment for value addition of minerals, enhance employment 
opportunitie . explore mineral wealth adopting modern exploration techniques, 
promote mechani ed and cienti fic mining in view of environmental measures 
and minerals conservation. development of human resources, de-mystify 
procedures and achieve tran parcncy in decisions allocating of conce . ion . 
speedy di posal of concession application . greater tran parency in inter 
departmental correspondence, speedy disposa l of appeals or revision , 
strengthen infrastructural fac ilities in mineral bearing areas, promote 
prospecti ve and mining of noble and base metals and ferti lizer, create 
environment for e tablishment of lignite base industries as well as petroleum 
refineries, implify rule and procedures to remove hurdles and bottleneck of 
mineral developmen t. implement welfare mea ures for mine worker, develop 
proper inventory of re ources and reserves, enforcemen t and clo ely monitor 
of mining plans, mine closure plans and proper min ing methods for optimum 
uti lisation of minerals. adequate provisions for reclamation and restoration of 



Audit Rcpon ( M111111g Rcceaph) for the year ended 31 March 20 I 0 

land to be t possible potential, monitor data fili ng requirements, use of old 
disused mining site for plantation or other u ef ul purposes, in volving State 
Public Sector undertakings in mining ector, regulate mining in proper way 
and check illegal mining through deterrent actions. optimise revenue of the 
State by reserving 50 per cent areas to different categories and allotting 
remain ing 50 per cent by auction. 

2.2 Ecological balance and conservation of minerals 

Mineral are valuable natura l resources being finite and non-renewable. but 
thei r exploitati on i essential for development of country" economy and 
improving life of people li ving in the mining areas. Since. mjning activi ty is 
closely linked with forestry and environmental issues. as mo t of the mines are 
si tuated ei ther in fore. t or its nearby. therefore. it is a direct intervention in the 
environment and has potenti al to disturb the ecological balance. Fu11her. 
minerals are non-renewable; therefore. their conservation by economic manner 
and efficient use i uttermo t necessity which includes scientifi c method of 
mining. beneficiation and zero waste mining. National Environment Policy. 
2006 and National Mineral Policy. 2008 t~ke care of these concern and try to 
create a balance bet\\een the environmental needs of the country and the 
mineral exploitation. by framing guiding principles. 

The MMDR Act and rules made there under also redress such concerns by 
prohibiting the mining operations without permission and setting guideline. fo r 
envi ronmental protection and ecological balance, inter a/ia conservation of 
minera ls. These also provide for rec lamation and rehabi litations of the area put 
to use in mining and allied acti vi ties. Rule 16 of the MCDR requires separate 
stacking of non-saleable minerals. Rule 23F of ibid requires depositing 
financial assurance money for reclamation of the area put to u e in mining and 
allied acti vi ties. 

Al l such provi-; ions have been made for authori sed excavation of minerals. 
However. illegal excavation is settled by on ly recovering cost of minerals 
along with royalty under Section 21(5) of the MMDR Act and Rule -1-8 of 
RMMC Rules. There is no provision for recovery of damages caused Lo 
environment and reclamation required after mining acti vi ty. This is not 
consistent with the National Environment Pol icy. 2006 and guiding principles 
'pol luter pays·. 

We noticed non-observance of the above provisions in the fo llowing cases: 

2.3 Non-observance of conservation rules 

Rule 16 of the MCDR provides that 
overburden and waste material 
obtained during mining operation 
shall not he mixed \\ ith non-'>aleable 
or sub-grade ore/minerals and it shall 
be dumped and stacked separately . 

We fo und (October-December 
2009) from the records of four 
ME offices that in fo ur cases. 
non-saleable or sub-grade 
minerals obtained during mining 
operation were not stacked 
separately. as such their retrieval 
\\as not possible. This resulted in 
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loss of mineral costing~ 120.74 crore as shown below: 

SI. 

I 
Name of ME 

I 
Namoof I Quantity of 

I 
Cost 

I 
Total cost of 

no. office mineral · mineral rupees mineral 
(MT) per MT (~in crore) 

I. Sojat city Quartz 40,48.708 202 81.78 

Fels par 2.1 3,090 168 3.58 

2. Raj amand II Dolomite 34,539 450 1.56 

Dolomite 1.88,326 450 8.48 

Dolomite 2,52.707 450 11 .37 

3. Sirohi Fels par 4,33.993 192 8.33 

4. Udaipur Dolomite 1,25,351 450 5.64 

Total 120.74 

T he cost of mi neral Felspar and Quartz have been worked out on the basis of 
prevailing rates publi hed by Indian Bureau of Mines (IBM ). The cost of 
mine ral Dolomite has been taken as 10 times of the prevai ling rates of royalty. 
as the rates were not publi hed by IBM. The rates fo r sub-grade/non-saleable 
minerals are not separately published. 

In reply to our query, the ME, Udai pur repli ed (October 2009) that action 
wou ld be taken in this regard. 

The Government stated (August 20 I 0) that policy of mineral Dolo mite would 
be rev i ed to di spose of it. In respect of remaining minerals, we have not 
received replies (October 20 10). 

2.4 Irreparable damages to environment 

We al o noticed 87 cases involving cost of~ 352.95 crore (as mentioned in 
th is report) of illegal excavation and de patch of mi nerals where, no scientific 
mining could be adopted as the process was undertaken c landestine ly with a 
view to evade payment of royalty and other charges. ln such cases, irreparable 
damage were caused to environment but in absence of provisions no 
compensating amount cou ld be recovered. 

No provis ions have been made for recovery of damages caused to environment 
and rec lamation of the areas, due to ill egal excavation of minerals . 

2.5 Non-recovery of financial assurance 

Rule 23 F of the MCDR provide that 
financial a surance (cost of 
rehabilitation of environ ment) is to be 
depo ited as security at prescribed 
rate . If the authority competent has 
reason to believe that reclamation and 
rehabilitation measures had not been or 
will no t be carried out by the lessee in 
the event of clo ure of mines he shall 
forfeit the sum assured. 

ID 

We observed from the records 
of the Deputy Secretary 
(Mines) that worki ng 
permiss ions, for area covering 
3.133 hectare, were granted in 
fa vour of the Rajasthan State 
Mines and Minerals Ltd. and 
Fertilizer Corporation of India 
in the jurisdiction of ME/AME 
Barmer, Jai salmer, Bikaner and 
Sriganganagar for the mineral 
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gyp um. However, the financial assurance of~ 4.70 crore wa not depo ited 
by the permis ion holder . 

The Government stated (Augu t 2010) that action was being taken in this 
regard. 

Due to 11011-obtai11i11g of financial assurance from the lessee as provided in 
the rules, the State Government may have to reclaim/rehabilitate the spoiled 
milling areas at their own cost. 

2.6 Recommendations 

• The Government may consider stacking of non-saleable or sub-grade 
minerals in such a manner so that they can be retrieved easily in future 
and also ensuring zero waste as envisaged ill the National Mineral 
Policy, 2008. 

• A provision may be made for recovery of damages caused to 
enviro11me11t and cost of reclamation of the area due to illegal 
excavation of minerals. 

m 
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CHAPTER-III 

Financial management 

3.1 Organisational set-up 

3.1.1 At the Government leve l, the Principal Secretary. Mines and Petroleum 
and at the department level the Director Mi ne Geology (DMG) are 
respon ible for admi nistration and implementation of the related Act and 
Rule in the Mines and Geology Departmen t. The DMG i. as isted by fi ve 
ADMs and three ADGs. The ADM exercise control through even circles 
headed by SME. 

3.1.2 There are 38 ME/AME , who are respon ible for as es ment and 
collection of revenue. besides prevencion of il legal excavation and despatch of 
mineral from areas under their control. The Department ha. a separate 
vigil ance wi ng controlled by two SMEs (Vigi lance) at Jaipur and Udaipur. In 
DMG office. the Financial Advbor control s the work of maintenance of 
accounts and internal audit. 

3.2 Revenue contribution of mining sector 

3.2.1 Receipts from mines and minerals mainly consist of royalty which is 
levied either on spec ific or ad \'(//ore111 basb on the quantity of mineral 
removed or consumed from mines. Dead rent is levied on the area leased out 
for mining activity. Other receipts for mining Department are excess royalty 
collection fee. application fee. li cence fee. permit fee, development charges. 
service charges. prospec ting 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 the!-.e are collected and 
utilised by the State Government. Similarly. rate. of royalty and dead renc in 
respect of minor minerals are determined and its co llection and utilisation is 
also affected by the State Government itse lf. 

The mining lease is granted on fixed dead rent. against which the lessee may 
remove -;pecified quantity of minera l without payment of royalty. The les ee 
removes or despatches or uti lise!-. the minera l from the mines and quarry on 
valid ra11·w11ws . The lessee keep'> correct and regular accounts of al l minerals 
excavated and despatched and furnished monthl y returns to the Mines and 
Geology Department. For collection or royalty over and above the specified 
quantity. royalty/excess royalty collection contract may be granted by auction 
or tender in respect of such areas and such minerals as the DMG may order. 

1 Ra1rw111a mean-; delivery challan for re mm al or despatch of mineral from mine-.. 
· ·Exce.,., Royalty Collecuon Contract' mean, a contract for .,pcc1lied mineral' and area gi,en 

to collect royalty in exce'>'> of Jead rent. on hehalf of the GO\crnment from the holder of 
mining lea.,eh) under the contract. The contractor \hall pa) a lixed amount annually to the 
Gmcrnment as per terni.. of the contract. 

m 
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3.2.2 The budget e timace , actual revenue of mining ector, total revenue 
raised by the State Government and percentage contribution by minjng sector 
towards State revenue wa as under: 

Year Budget 
estimates 

Actual 

2004-05 625.00 645.35 

2005-06 750.00 814.08 

2006-07 850.00 1,196.52 

2007-08 1,280.00 1.226.61 

2008-09 1,400.00 1,275.59 

Total revenue 
of State 

Gm·ernment 

10,560.97 

12,617.90 

15,038.85 

17,328.66 

18,832.21 

(-)Shortfall/ 

(+)excess 

(BEs vis a vis 
actuals) 

(+) 20.35 

(+) 64.08 

(+) 346.52 

(-) 53.39 

(-) 124.41 

Percentage 
• contribution 

by mining 
sector 

6.1 

6.5 

8.0 

7.1 

6.8 

The percentage of variation be tween budget e timates and actual revenue 
reali ed ranged from(-) 9 to(+) 41. The abnormal increa e in revenue with 
reference to BEs during the year 2006-07 and decrease during the year 
2008-09 were due to change in London Metal Exchange price of Zinc mecal. 

The revenue from mining sector was adversely a ffected due to pendency of 
mining licences of application. for a long time. The pendency of applicacion 
wa due to delay in . egregation of applications and lack of co-ordinacion 
among Revenue, Fore t and Min ing Departments (details given in 
Chapter- IV). 

3.2.3 The revenue realised during the year 2008-09 constituted 6.8 per cent 
and 32.8 per cent of the total revenue and non-tax revenue respecti vely, of the 
State. Though, the conttibution of the mining ector has increased to 
~ 1.275.59 crore in 2008-09 from ~ 645.35 crore in 2004-05. but its share in 
total revenue of the Stace decrea ed to 6.8 per cent in 2008-09 from 8.0 per 
ce111 in 2006-07. There i~ ample cope for improvement which can be achieved 
by revamping of revenue realisation sy te rn and plugging in revenue leakage, 
few instance of which have been incorporated in this review. 

3.3 Arrears of revenue 

3.3.1 The arrears of revenue increased from~ 62.98 c rore as on l April 2004 
to ~ I 03. 16 crore at the end of year 2008-09. During the period fro m 2004-05 
to 2008-09. recovery of old arrear was not impressive and ranged from 6.58 
per cent (2007-08) to 15.80 per cent (2004-05) onl y, a against target of 50 
per cent. 

3.3.2 Recoveries stayed by various coum increa. ed from ~ 20.49 crore 
begi nning of 2004-05 to ~ 60.32 crore (2008-09). Serious efforts are needed to 
vacate . tay imposed by various courts. 

We found that again t che total out tanding recoveries of~ 60.32 c rore ( tayed 
by court ) as on 31 March 2009. ~ 14.20 crore pertained to seven ca es of 
illegal excavation/de patch of minerals of ME/AME office • Jodhpur and 
Bale ar, where in stay orders were granted by courts more than three to six 
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years back. The mater wa reported (July 2010) to the Department and the 
Government; their reply is awaited (October 20 J 0). 

3.3.3 The year-wi e position of the arrears (exclud ing arrears of illega l 
excavation/de patch of mineral ) during the years 2003-04 to 2008-09 was as 
under: 

2003-04 5 l.7 l 436.62 425.35 20.49 62.98 

2004-05 62.98 557.99 553.61 28.41 67.36 

2005-06 67.36 708.97 694. 16 43.50 82.17 

2006-07 82. 17 1.084.65 l ,076.20 52.89 90.62 

2007-08 90.62 l , 125.38 l , 11 4.58 62.49 101.42 

2008-09 101.42 1,094.33 1,092.59 60.32 103.16 

The above table indicates that incere effort were not made to recover old 
due . We found from the age-wi e break-up of dues that chances of recovery 
of dues ~ 37.92 crore pertaining to the period up to 2003-04 are bleak. 

The Government stated (September 20 I 0) that ~ 42.08 crore had been 
recovered. 

3.4 Internal audit 

Internal audit is an important mechanism to ensure that the departmental 
operations are carried out according to the applicable laws, regu lation and 
approved procedures in an economical, e ffi cient and effective manner, 
subordinate offices are maintaining various records, registers/account books 
properly and accurately, and adequate safeguards are being taken against 
non/short collectio n or evasion of revenue. 

Our scrutiny (October 2009) of the records of DMG, Udaipur revealed that 
audit of almo t all the mining un its were pending since 2004-05. As on 
3 1 March 2009, inte rnal audit of 69 sub-ordinate offices was pending. Thus, 
the inte rnal contro l mechanism of the Department is not strong. 

When we pointed out (October 2009) this, the DMG stated (November 2009) 
that inte rnal audit had been pend ing due to shortage of staff. 

Jn the absence of internal audit, the departmental authorities remained 
unaware of the areas of malfunctioning of the systems, evasion/leakage of 
revenue and did not, therefore, have any opportunity of taking remedial 
action. 

m 
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3.5 Recommendations 

• We recommend that a strong mechanism to ensure speedy recovery 
of s11111s due to Government should be developed. 

• Efforts may be made for augmenting revenue of Mining sector for 
recovery of old dues, including getting stays vacated from the Courts. 

• Iutemal audit may be conducted on regular basis for detecting 
malfunctioning of the system, leakage of the revenue and compliance 
of rules and provisions of the Act. 

m 



CHAPTER-IV 

MANAGEMENT OF LEASES 

Grant of leases and execution of agreements 

Non-conversion of masonry stone leases to sand 
stone leases 

Non-adherence to Government instructions 

Illegal transfer of leases 

Recommendations 
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CHAPTER-IV 

Management of leases 

4.1 The Central Government may, by Gazette notification , make rules for 
regulating the grant of prospecting licence and mining lea es in respect of 
mineral and for purpo e connected therewith. Simjlarly, the State Government 
are empowered to make rule for regulation of mining activiti e in re pect of 
minor mineral . 

For management of mining lea es, the Central Government had enacted the 
MMDR Act, 1957 ; and fra med MC Rule , 1960 and MCD Rule , 1988. Wherea, 
Minor mineral in Raja than, are regulated under RMMC Rules, 1986. 

4.2' Grant of leases and execution of agreements 

In National Mineral Policy, 2008. 
Government of India expre ed concern on 
procedural de lay in granting lea e/licence 
in mmmg ector. However, the period, 
within whic h the application received for 
grant of lea e hould be di po ed of, had 
not been mentioned in MCR or RMMC 
rule . 

4.2.1 We found that 2,24 ,792 
appli cation received up to 
3 1 March 2009 for grant of 
lease/ licence were pending, of 
which 1,95,515 quarry licence 
applications received in AME, 
Balesar during 2007-08 were 
pending due to de lay in their 
screening. This adver e ly 
affected the exploi tation of 

minerals and development of mineral indu tries and imultaneou ly revenue 
reali ation o f the Government. The position was as under: 

Mineral 

Major 7.475 l ,675 - 9,150 

Minor 14,296 333 2.0 1.013 2,15,642 

The Government stated (Augu t 2010) that applications had been pending due to 
non-completion of formalit ies pertaining to revenue records, obtaining no 
objection certificates from Collectors and Fore t Department etc. Government 
also me ntioned that mo t of the pending applications were for quarry licence of 
mineral sand tone pertaining to AME. Bale. ar and the e will be di po ed of early. 

No time frame has been prescribed fo r di sposal of appl ications fo r the grant of 
mining lea es, quarry licences etc. Further, we noticed that there is lack of 
co-ordination among Department . 

ID 
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..i.2.2 We ob erved that in five ME/AME office ' 1027 major/minor lea es/areas 
were available for re-grant due to cancellation and urrender of lea es and quarry 
licences. Available lea es/area were not re-granted, which led to lo of dead rent 
~ 2.07 crore annually, besides blocking of mineral development. 

4.3 Non-conversion of masonry stone leases to sand stone leases 

Lea e area of ma onry stone anctioned near vi llage Jhajawara, Chokha, Gagana 
and Rohi la Kalan had high potential for mineral sand tone; therefore, the State 
Government decided (24 April 2007) to convert the existing lease from masonry 
stone to sand stone by charging conversion charges ~ 25,000 per hectare. In ca e, 
the lessee did not appl y for the conversion of the lea e, than hi s lea e of ma onry 
stone wa to be cancelled after is uing 15 days how cau e notice to him. 

We found (January 2010) from the records of ME, Jodhpur that in the above 
mentioned villages, out of 38 existing lea e of masonry stone (each lea e 
mea uring one hectare), having potential for mineral and stone, only 5 lea e 
holders got converted their lea es for mineral sand tone. The holder of 
remaining 33 lea e did not apply for conver ion of lease , but their lea es were 
not cancelled by the ME. It resulted in loss of revenue of ~ 21.29 lakh due to 
non-receipt of conversion charges amounting to ~ 8.25 lakh (33x25000) and 
difference dead rent amount of~ 13.04 lakh for the year 2007-08 to 2008-09. 

On pointed out (January 2010), the ME, Jodhpur stated (March 2011) that in thi s 
regard a committee has been con tituted by the DMG. 

4.4 Non-adherence to Government instructions 

Rule 32 of the RMMC, Rule envisage that 
RCC/ERCC may be granted by tender in re pect 
of such area and mineral a the Director may 
order. The State Government i ued instructions 
in May 1962 tipulating that if any tenderer, to 
whom a contract was allotted, defaulted in its 
execution, the Mines Department could recover 
contract damage from him, provided that uch a 
clause was incorporated in the "tender notice" 
it elf. The deposit made by the defaulting 
tenderer could be forfe ited first, thereafter, lo , if 
any, over and above the amount of deposits 
forfeited, would be recoverable from the 
defaulting contractor. 

We noticed that the State 
Government instruction 
dated May 1962 were not 
incorporated by the 
Mine Department in 
tender noti ces published 
for grant of exce 
royalty collection 
contracts. In the office of 
the ME, Jodhpur, tenders 
were invited for ERCC 
for minerals limestone 
and rhoylite for the 
period between 10 March 
2005 and 26 February 
2008. The highest 
tenderers M/s Mahadev 

and Party, Mis Boranda Truck Operator Union and Sh. Mangi Lal Choudhary, 
who were awarded the contracts, defaulted in execution of the contracts and 

3 Ajmer, Jodhpur, imbahera, Raj amand I and Sikar. 
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therefore, three contract were re-tende red and ultimately granted to ub equent 
tenderer at lower rate . In ab ence o f contract damage clau e in the notice 
inviting tender , the damages in the form of less reali sation of tender, could not be 
recovered from the defaulter . Thi re ulted in loss of revenue amounting to 
~ 4. 13 crore (after adju ting ecuri ty deposits amount~ 0 .52 crore). 

The Government stated (September 2010) that e-tendering y tern wou ld be 
adopted and second !owe t tender wi ll be accepted if it wa within ten per cent 
les of the highest tende r amount. However, we have not received rea ons for 
non-inclusion of contract damage clau e in the tender notices. 

4.5 Illegal transfer of leases 

We found (January 2009) from the records of the DMG and ME. Rajsamand l that 
two mining lea es number 224/92 and 165/93 of mineral marble were tran feITed 
in January 2003 to a per on (tran fe ree) on the basis of fa l e date of birth 
cert ificate. The person being minor at the time of transfer of the lease . a per the 
Indian Contract Act. the agreement executed in January 2003 were treated 
( 11 July 2008) as '"null and void" by Mines Department. Thu , the mineral 
excavated/despatched 7,385 MT fro m both leases during the period from January 
2003 to Jul y 2008. wa illegal and required recovery of cost of mineral 
~ 1.08 crore. 

Whe n we pointed this matter/case. ME Rajsamand I and ME Arnet, both accepted 
the observations and tated that effort were being made to recover the co t of 
illegal excavated/de patched mineral. However. the Governmen t stated (August 
2010) that matter would be rev iewed . 

4.6 Recommendations 

• 

• 

• 

The Government may create an eff ective co-ordination m echanism 
among various Departments. 

The Government may specify a time frame for disposal of applications 
for grant of mining Leases. Guidelines may be issued for granting fresh 
Leases i11 case of surrendered and cancelled Leases. A system of receiving 
no objection certificates from different Departments of the Central/State 
Government for timely ex ecution of sanctioned Leases may be evolved. 

The State Government may consider inclusion of contract damage 
clause in tender notices. 

ID 
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CHAPTER-V 

ROYALTY ASSESSMENT AND 
COLLECTION 

Incorrect revision of excess royalty collection 
contract amount 

Incorrect assessment of royalty 

Incorrect computation of royalty rates 

Non-assessment of royalty of cement factories 

Recommendations 
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CHAPTER-V 
' 

Royalty assessment and collection 

5.1 Section 9(2) of the MMDR Act and Rule 18( l)(b) of the RMMC Rules 
provide that the holder of a mining lease shaJI pay royalty in respect of any 
mineral removed and/or consumed from lease area. Therefore, as soon as 
mineral is removed, royalty becomes due and can be demanded on the basis of 
available information. In all current as well as expired leases, ad hoc royalty 
assessment must be done on the basis of stati stical returns/reports of mines for 
or other inspecting officer, whenever, accounts/records are not produced by 
the party . Royalty assessment should be done year by year and no case be left 
pending for the next year to avoid arrears. 

5.2 Incorrect revision of excess royalty collection contract amount 

Rule 32(3) of the RMMC Rules, 1986 
provides that in case of enhancement in 
the rate of royalty, the contractor shall be 
liable to pay an increased amount of 
contract money , security and guarantee 
amount in proportion to the enhancement 
of royalty for the remaining period of 
contract from the date of such 
enhancement. The rates of royalty on 
various minerals were revised with effect 
from 1 September 2007. 

During scrutiny of the 
records of 15 Mining 
Engineer/ Assistant Min ing 
Engineer offices~ we 
noticed (June 2008 to 
March 2009) that 17 excess 
royal ty collection contracts 
were awarded for di fferent 
periods ranging from April 
2006 to March 2009. The 
State Government revised 
the rate of royalty from 

1 September 2007. The 
Department proportionately revised the annual excess royal ty contract values 
without considering and taking into account the revised dead rent. This 
resulted in loss of~ 2.75 crore. 

When we pointed out (between November 2008 and March 2009) this, the 
Government replied (April 2010) that recovery of enhanced amount of the 
ERCC, as pointed out by audit, will be made only when provision in this 
regard is made in the rules. The Government further stated (May 20 l 0) that 
amendment in the rules was under process. Thus, due to non-consideration of 
dead rent fo r revising the amount of the ERCC and delay in amending the 
rules resulted in loss of revenue to the Government. 

4 Alwar, Bharatpur, Bi kaner, Dholpur, Golan, Jaipu r, Jaisa lmer, Jalore, Jodhpur, Karauli , 
Kotputli , Nagaur, Rajsamand I, Sikar and Soj at c ity. 
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5.3 Incorrect assessment of royalty 

A per Rule 18 (l)(b) of the RMMC 
Rule , the holder of a mining lea e 
hall pay royalty in respect of any 

mineral removed by him from the 
lea ed area at the prevailing rate. 

We found (December 2009) in 
the office of ME, Sojatcity that in 
13 ca e , the royalty as e sment 
of mineral rhyolite. de patched 
from the lea e granted for 
mineral rhyolite. were done 
treating mineral rhyolite a 

ma onry tone. Whereas, in other cases royalty assessments were correctly 
done taking royalty of mineral rhyolite. This resu lted in hort recovery of 
royalty amounting to ~ 86.49 lakh. The dead rent of the lea e . however. wa 
being recovered at the rate prescribed for the mineral rhyolite. 

When we pointed (December 2009) this matter, the ME, Sojatcity stated that 
mineral rhyolite was used in manufacture of chips; hence, recovery of roya lty 
at the rate applicable for masonry stone has been taken. We do not agree wi th 
the reply as the mining leases were sanctioned for mineral rhyolite and not fo r 
masonry stone and royalty amount had been recovered as "'rhyolite" in other 
ca es. The end u.;,e of mineral rhyolite was also not confirmed by the 
Department, therefore, in our opinion royalty of mineral rhyolite wa, 
recoverable. 

5.4 Incorrect computation of royalty rates 

Section 9 of the MMDR Act provide that 
holder of a mining lea e shall pay royalty in 
respect of any mineral removed or consumed 
from the leased area. Further. Rule 640 of the 
MC Rules provides that State-wise ale price 
for different minerals as publi hed by Indian 
Bureau of Mines hall be the benchmark for 
computation of the royalty. For the purpo e of 
computation of the royalty of the mineral. the 
State Government hall add twenty per cent to 
this benchmark value. This value shall be 
reckoned to be sale price of the mineral for the 
purpose of computation of royalty. 

5.4.1 We found 
(June 2009) in the 
offi ce of ME. Ajmer 
that from lease holder 
of m111111g lease 
number 12/98. royalty 
on mineral 
Wolla tonite was 
recovered for the 
period 5 March 2005 
to 4 March 2008 on 
the basi of e~timated 

price of ~ 40 per MT 
instead of addi ng 
twenty per ce11t to 
Indian Bureau of 

Mines published sale price for the State. which resulted in short recovery of 
royalty amounting to~ 8.46 lakh. 

When we pointed (June 2009) this, the ME stated (April 2010) that demand 
has been raised. 

As per schedule II of the MMDR Act, 
the royalty rate of mineral Lime tone 
(LO grade) containing les than 1.5 per 
cent .;, ilica was ~ 55 per MT with effect 
from 14 October 2004. 

5.4.2 We found in the office of 
AME, Jaisalmer that Raja. than 
State Mines and Minerals 
Limi ted had aid royalty at the 
rate of ~ 45 per MT instead of 
~SS per MT on 2.108.299 MT 
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Lime tone (LO grade l0-30 mm grit containing s ilica content less than 1.5 
per cent) despatched during the year 2008-09, which resulted in hort recovery 
of royalty amounting to~ 21.08 lakh . 

When we pointed out this, the Government tated (September 2010) that 
demand had been rai ed but recovery is pending (October 20 I 0). 

5.5 Non-assessment of royalty of cement factories 

Cement factories con urned mineral 
limestone in preparation of clinker for 
production of cement. The DMG vide order 
23 February 2004 i ued instruction to aJI 
the AMEs/MEs to ensure, while making 
royalty assess ments, that at least 1.52 MT 
limestone wa taken a u ed in production of 
one ton clinker for manufacture of cement to 
avoid any lo of revenue to State 
Government. 

We noticed in s ix AME/ME 
offi ce that m . even 
cement indu tries case . 
royalty assessments of 
limestone used during the 
period 2002-03 to 2008-09 
in manufacture of cement 
were not made m 
accordance with the 
instruction of the DMG 
even after receiving 
monthly/annual returns 

from the concerned cement indu stri es . Only~ 356.35 crore were depo ited by 
the cement industries agains t recoverable royalty amount of~ 388.55 crorc as 
we worked out based on the c linker lime stone ratio I : 1.52. This resu lted in 
. hort realisation o f royalty amounting to~ 32.20 crore. 

When we pointed out this. the Government accepted (August 2010) that the 
clinker lime stone ratio I: 1.52 was not being ob erved by the cement factories. 
Government assured that pending royalty assessments of their factori es would 
be got done early. 

5.6 Recommendations 

• 

• 

• 

The Govemme11t may cousider i11stituti11g a mechanism of surveys to 
ensure that royalty is charged as per rules. 

The Government may consider inclusion of dead rent while revising 
annual excess royalty collection contract values. 

The Government may consider instituting a periodical monitoring 
system in the Department to watch pending royalty assessment cases 
and recoverable royalty amount and to verify the actual despatch of 
mineral as per pit measurement. 

~ Ajmer. Chiuorgarh . • imbahera. Ramganjmandi. Sirohi and Sojat city. 
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UNAUTHORISED EXCAVATION 

Excavation and despatch of minerals 

Illegal production of mineral 

Unexplained source of royalty payments 

Lack of control on issue of rawannas 

Short/non-recovery of cost of mineral 

Non-finalisation of committee report 

Illegal despatch of minerals 

Illegal subletting of lease 

Short term permits 

Recovery of cost of mineral 

Non-recovery of differential amount of royalty 

Lacunae in rules 

Recommendations 
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CHAPTER-VI 

Unauthorised excavation 

6.1 Section 2 1(5) of the MMDR Ac t, 1957 envi ages tha t w henever, any 
person raised witho ut any la wful authority, any mineral fro m any land, the 
State Government may recover from such per o n the mineral o ra ised, or 
where suc h mineral has a lready been disposed of, the pri ce thereof along w ith 
royalty. Further, Rule 48(5) of the RMMC Rules envisages that the cost of 
mineral, computed as JO times of the prevailing royalty, a long w ith royalty 
shall be recove red fro m person who raised and despatch mjnor mineral 
illegally. lllegal/unauthorised excavation of mineral has been a serious 
proble m in the State. The State Government has also acknow ledged this fact 
and have issued instructio ns o n 12 August 2009 to the Mining Officers to be 
vig ilant about it. 

In Mining Departme nt. there are two SMEs (V ig ilance) o ffices at Ja ipu r and 
Udaipur for prevention and mon itoring of illegal excavation and despatch of 
minerals . The field taff posted at AM E/M E offices detects the cases of illegal 
excavation and despatch of mi nerals. On detection of illegal min ing/tran port 
of minerals. panchanamas are to be pre pared and got entered in a regi ter to 
monitor the recovery of cost. 

As envisaged in rules, the cases of il legal excavation a nd despatch of mi nerals 
are either co mpounded by recovering cost of mineral o r lodged in the court 
through police. These cases are monito red through MIS se nt to DMG through 
SME of the circle. 

We found that pa11c/111amas were not prepared correctly in prescribed 
proformas and the registers prepared for monitoring the cases were 
incomplete. o norms and targets for detecting illegal excavation/despatch of 
mi nerals had been fixed by the Department. 

6.2 Excavation and despatch of minerals 

Rule 18(9)(c) of the RMMC Rule provide that les ee or any other per on 
hall not remove or de patch or utili e the mineral from the mines and qua1Ty 

without a rawanna. In case of despatch of mineral without lawful authority, 
the cost of the mineral, as en vi aged in Rule 48(5) of ibid ru les, which shall be 
computed at 10 times of the royal ty payable at the prevalent rates i to be 
recovered along with royalty. Similarly, as per Section 21(5) of the MMDR 
Act, the State Government may recover from such per on the price thereof 
along with royalty. 

6.2.1 Illegal excavation/despatch of minerals 

(a) We fou nd (between October 2009 and February 2010) that in 16 cases. the 
lessees illegally excavated/despatc hed minerals d uring the month of June 2004 
to May 2008. but the cost of minerals along with royalty aggregat ing to 
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~ 38.00 crore was neither worked out nor demanded by the Department as 
mentioned be low: 

N•m<0f I I j O•••Otyor I ~ Month mineral Royalty 
ME/ Name of the of illegally rate 
AME mineral 

Pan<hnam "°"""' '"d I "P'' 
offices despatched MT) 

(MT) 

Rajsa- Soap stone 5/08 1, 19,963.0 600 7 19.78 107.97 827.75 
mand U Dolomite 5/08 4.60,440.0 450 2.071.98 207.20 2.279. 18 

Ajmer Wolla~tonite 6/04 74.844.0 800 598.75 59.88 658.63 
Udaipur Pyrophylli te 5/08 7,000.0 246 17.22 0.34 17.56 

Barmer Gypsum 5106 4,740.3 300 14.22 2.84 17.06 

Total 3,421.95 378.23 3,800.18 

In the above cases, the Department only prepared panchnamas and no demand 
was raised. The recoverable cost of ~ 3 1.42 crore, in cases of ME/AME 
Udaipur. Raj samand II and Barmer was not worked out by the Department. In 
cases of ME. Udaipur and Aj mer. the lessees has excavated and de patched 
minerals from outside the leased areas. Whereas. in ca e of ME 
Rajasamand II more minerals was found illegally de patched than actually 
raised from lea ed areas. In cases of AME, Barmer mineral G ypsum was 
illegally excavated and de patched. 

On bei ng pointed out, the ME, Raj samand II and AME, Barmer stated that 
action would be taken after verifyi ng the facts; while the ME. Udaipur and 
Ajmer tated that the demand ha been raised. 

The Government stated (Augu t 2010) that commjttee would be con tituted 
and actjon would be taken accordingly. 

(b ) We found (January 20 I 0) in office of the ME, Jodhpur that a case of illegal 
excavation and despatch of 1,76,326.5 MT Khanda6 and 1,17,550.48 MT 
pa1ties of sand stone was registered ( 13 June 1997) agai n t the owners of the 
land at khasra number 6. The recoverable cost of illegal mining~ 3.64 crore 
has not been recovered (October 2010) due to ineffective action on the part of 
the Department. 

6.2.2 Loss of revenue due to mineral despatched without rawamza 

According to condition o f the agreement of excess royalty collection 
contract (ERCC) executed under rule 37 (2) of the RMMC Rule , 1986. 
the contractor hall collect royalty amount only from such veh icles having 
valid rawannas issued by the lessee. In cases of vehicles carry ing rruneral 
without ra11·a1111a , the ERC contractor hall hand over these vehicle to 
the AME/ME concerned. who has the right to recover the cost of mineral. 
10 time of the royalty payable at the prevalent rates, treating it a 
unauthorised removal 

° Klw11da.1 means lump-. of sand \ tone mineral. 
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During audit of ME. Karaul i, we noticed (November 2009) that an ERCC of 
mi neral and tone and its khandas was awarded to a contractor for the period 
28 Apri l 2007 to 3 1 March 2009. During the contract pe riod. the contractor 
collected excess royalty amounting to ~ 0.22 crore fro m the vehic les carrying 
mi neral without rawannas, instead of handing over these vehicles to the 
department for collecting the cost of mineral. This resulted in loss of revenue 
to State Govern ment amo unting to ~ 2. 19 crore be ing cost of mineral. 

When we pointed out (June 2010). the Government stated (September 20 10) 
that royalty was recovered by ERC contractor on despatch of mineral 
excavated unauthorised ly by local perso ns. We do not agree with the reply a 
ERC contractor was not authorised to collect royalty from vehic le owners 
carry ing mineral illegally without rawannas. 

6.2.3 Non-recovery of cost of unauthorisedly excavated/despatched 
mineral 

Rule 48 (1) of the RMMC Rules, 1986, provides that no person shall 
undertake any mining operation except in accordance with the terms and 
conditions of mining lease, quarry licence, short term perm.it or any other 
permission granted under these rule . Further, rule 48(5) of the Rule ibid 
provides that whenever any person, without a lawful authori ty, raises any 
mineral from any land and the mineral so raised has already been 
de patched or con urned , the M E concerned may recover cost of the 
mineral a long with royalty o n mi neral excavated which will be co mputed as 
ten time the royalty payable at the p revalent ra te . 

During aud it of records of the ME. Bharatpu r, we noticed (November 2009) 
that a holder of a r.ii ning lease (M L No. 20/86) had excavated mi neral 
masonry stone unauthori sedly fro m a pit measuri ng 8,750 cubic metre outside 
his anctioned lease area. To tal mineral recovery from the pit at bulk density 
of 1.4 MT per cubic metre worked out to 12,250 MT. No efforts were made by 
the Department for rais ing the demand and its recovery. This resulted in non
rea lisation of~ 0. 18 crore being co t of mi neral. along with roya lty, excavated 
unauthorisedly. 

We pointed out the matter to the Department in December 2009 and reported 
to the Government in April 2010.The Government stated (October 2010) that 
action is being taken for recovery. 
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6.3 Illegal production of mineral 

As per rule 18 ( 10) of the RMMC Rules, l 986, the lessee sh al I abide by al I 
existing Acts and rules enforced by the Govern ment of India or the State 
Government and al l such olher Ac t or ru les as may be enforced from time 
to time in re pect of worki ng of mines. 

Under Section 21(4) of the Air (Prevention and Control of Pol lution) Act, 
198 l and Section 25 and 26 o f the Water (Prevention and Control of 
Pollution) Act, 1974, a les ee of a mine is required to obLain a 'consent to 
operate' from Rajasthan State Poll utjon Control Board de termini ng quantily 
of mineral Lo be excavated during the prescribed period. Further, rule 48(5) 
of the RMMC Rules provides that whenever any person, withoul a lawful 
aulhority, rai es any mineral, the ME concerned may recover cost of uch 
mineral computed as ten times the royalty payable at the prevalent rate , 
along with, royalty on mineral excavated. 

We found (January 2010) in ME, Nagaur that a mrnmg lea e ho lder wa 
allowed by the Raja than Slate Pollution Control Board (RSPCB) to produce 
1.50.000 MT quantity of mineral limestone per year. However, the les ee 
produced 2,46,065 MT and 3, l 7 .068 MT quantity of mineral limestone during 
the years 2005-06 and 2006-07 respecti vely violating orders of RSPCB. The 
Department also issued rmrn1111as for removal of lime tone without 
consideri ng the production Ii mi ts fixed by Pollution Control Board. The 
leassee was to obey limit of production fixed by the Board. Thus. the excess 
production 2,63. 133 MT mineral over and above the allowed quantity was 
illegal. which attracted recovery of cost of the mineral ~ 11.84 crore. In reply 
10 our query (January 2010). the ME. Nagaur stated that action would be taken 
afler verifying the facts. 

The Government stated (August 20 10) that it was a breach of condition of 
lease agreement and such Lype of matler was now being checked by issuing 
rawamzas through computers. 

6.4 Unexplained source of royalty payments 

Rule 18 (1) (b) of the RMMC Rules envisages that holder of a mining 
lease shall pay royally in respect of any minera l removed or consumed 
within the lease area. "Exce Royalty Collection ConLract" means a 
conlract for specified mineral( ) and area given lo collect royal ty in excess 
of annual dead renl, o n behalf of the Government from the holder of 
mining lease(s) under the conlract where under the contraclor shall pay a 
fixed amount annua lly to the Government a per terms of the contract. 

The State Government vide order dated 27 March 2003 started colleclion 
of royal ty/cxces royalty through royalty collection contractor/exce 
royalty collection contraclor (RCC/ERCC) a mentioned in Rule 32 ibid. 

(i ) The contractor sha ll collect the royal ty near mi ni ng leases/at the quan-y 
mouth and if the royalty is not collected near mining leases/at the quaJTy 
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mouth then can be recovered al any other place near lhe lease/quarry bul 
within the j uri dic tio n o f conlract area. 

(ii ) The contractor ha ll no t recover any royalty from the vehic les having 
royalty paid Departmental ra 1l'01111as is ued against yearly dead rent. 
However, upon weighment if any quantity o f mineral is found in exce s of 
weight mentio ned in suc h rawanna. contractor may recover the royalty of such 
d ifference weig ht. 

(iii ) The royalty shall be co ll ected on the despatch of minor minera ls from the 
area, spec ified in the contract, during the contract period and not on minor 
mineral brought from o utside the contract area or from the major mi neral 
lea e . 

We observed (February 20 10) from the records of ME, Kota that an ERCC of 
mineral sand stone and masonry Slone. to be despatched from effecti ve leases, 
was awarded to a contractor fro m 1 April 2008 to 3 1 March 20 10 at an annual 
contract amounl of < 117.68 lakh. The contractor paid the fu ll contractl 
amount at< 117.68 lakh annual for the period from I April 2008 to 31 March 
2010, by way of instalments. We noticed that in the ERCC area. 7 lease. of 
sand stone and 8 lease of masonry tone were effective and on ly 3609 MT 
and 3 1.328 MT of mineral re. pectively were despatched by the lease holders 
during the year2008-09. On the basis of minerals quantity despatched, actual 
a mount of roya lty recovered worked out to o nl y < ..+.94 lakh (3.609x50 + 
3 l.328x JO). Thus. the ERC contractor had paid advance royalty to the 
Government of < 117.68 lakh w he reas. he had recovered only < 4.94 lakh 
based on actual material excavated/despatched. This huge gap in actual 
royalty earned by the contractor ha~ not been explained by the Deparcment and 
hence the possibility of illegal mining in thi case can not be ruled out since no 
prudent businessman would make a loss on the entire royalty paid by him to 
lhe Government in advance. 

The Department has. however. acknowledged the fact of illega l mining, and 
ha issued instruction in August 2009 to the mining officers to be care ful in 
the issue of rm1·a111ws and for cance ll ation of lease wherever such cases are 
located. 

The Governme nt stated (August 20 IO) that it was a system issue. The ERC 
contracts were granted to increase revenue. Efforts were being made by 
employi ng border home guards e1c. to c heck illegal mining. The reply of the 
Government ack nowledges the fact of revenue collection on ERC contracts. 
but the gap between the royalty paid by the ERC Contractor and the royalty 
collection by him. remained unexplained in this case. 

t:f,ifa,lilif41 
6.5 To prevent leakage/evasion of revenue, Ru le 27 of the MC Rules and 
Ru le l 8(9)(c) of the RMMC Rules envisage that the lessee o r any othe r person 
shall not remove or despatch or utilise the mineral from the mines and quarry 
without ral1'annas duly approved and is ued by concerned ME/AME for 
par1icular mineral aad area. 
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6.6 Lack of control on issue of rawa1111as 

The Department has not evolved a y tern of i ue and control of roll'o1111os a 
by checking of al lowable limit of production, expected production from the 
lease of lessees as per the pro pecting/mining plan and pit measurements taken 
from time to time. The rawonnos are issued by receiv ing payment of royalty 
but w ithout l inking it to any of the ava ilable records of pro pecting/mining 
plan and pit mea urements resulting in issue of rawonnos for much higher 
quantity of mineral than the minera l actual ly excavated from the lease area • . 

We found (September-November 2009) that lessees excavated and de patched 
minerals in exce s of quantity raised from lea e areas as per pit 
measurement/mining plan. from clo. ed mine. and where no lease was 
sanctioned for the mineral de patched. However, de pite the fact of quantity 
de patched being in the knowledge of the Department, they did not take any 
action to link the same w ith the allowable limit of production, expected 
production f ram the lea e of le ee a per the prospecting/mining plan and pit 
mea urement taken from time to time. Therefore, the use of ra111011nos is ued 
for anctioned lea e areas being misu ed for despatch of mineral from 
same/other areas can not be ruled out. 

The co t of illegally despatched mineral. on authorised rawonnos during the 
period 2004-09• as worked out by audit was ~ 200.19 crore as per details 
mentioned below: 

Quantity Quantity 
Excess 

Rate of · Recoverable quantity of SI. Name of dispatched rai<;ed from 
mineral mineral cost of 

no. offices (MT)/ lease area 
despatched per MT the mineral 

Mineral (MT) 
(MT) m ~ in lakh) 

I. ME. 14.20.180 3.50.784 10,69.398 1.750 18.7 1-l.47 
Raj amand I Marble (a per mining 

plan) 

2. AME, 36,710 12.848 (a per 23,862 280 66.8 1 
Banswara Dolomite mining plan) 

69,282 ii 69.282 1.250 866.03 
Marble 

3. DMG 94,097 Closed mines 94,097 320 301.11 
(ME, Lime . tone 
Nagaur) 

4. ME, Sirohi 11.901 6480 5,42 1 1,250 67.76 
Marble (as per pit 

measurement) 

5. ME, 515 515 (Lease 5 15 450 2.32 
Udaipur Dolomite was not 

sanctioned for 
the mineral 
dolomite) 

Tota l 20,018.50 

* i nc lude~ cases of previous years wherever avai lable 

On thi being pointed out by us, the Government stated (August 20 I 0) that a 
Committee would be et-up for finding out the facts. We do not accept the 
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reply as all the fact regarding the lea e ·, rowonnos issued , quantity mined etc. 
were in the knowledge of the Department. The Mining Officer had not been 
careful whi le is. uing the rawonnos and had not c lo e ly monitored the misu e 
of roll'onnos. 

6.7 Short/non-recovery of cost of mineral 

In the o ffi ce o f ME. agaur, we noticed (January 20 10) that excess royalty 
collection co mract of minera l li me tone desptac hed from sancti oned leases for 
the period 19.3.2007 to 3 1.3.2009 wa. awarded (March 2007) in favour of a 
contractor. The contractor had used forged royalty receipts and second and/or 
third copie of the unpaid rowonnas for despatch of mineral. T he ME, Nagaur 
worked out recoverable co t and raised demand (23.09.2009) of < 1.02 crore 
for ( 18,467.647 MT x < 550) quantity of illegally de patched mineral 
limestone under the provisions of Rule 48 of the RMMC Ru les, the recovery 
o f wh ich was pending. 

We further noticed that the de mand of cost of mineral was rai ed only for the 
quantity of mineral 18,467.6..+7 MT ( l·k039.826 MT+ 4,427.820 MT) worked 
out on despatch including ..+,427.820 MT only through 208 forged royalty 
receipts. Whereas, the contractor used 2 1 forged receipt books containing 
2.100 receipts. which were not deposited by him in mining offi ce. Hence. the 
quantity of mineral illegally de patched by forge roya lty recei pt etc. worked 
out to 58.743.778 MT (14.039.826 MT +44.703.952 MT of 2. 100 forged 
receipt.). Therefore. the recoverable cost as per our calcu lation should be 
< 3.23 crore (58,743.778 MT x < 550) . It resulted in short rais ing of demand of 
< 2.21 crore. The recovery o f< 3.23 crore was pending (September 20 I 0). 

The Government stated (September 20 I 0) that recovery was pending due to 
court stay (2 1 ovember 2009). 

6.8 Non-finalisation of committee report 

We found (January 2009) that a m1n111g lease number 6/200 I for mineral 
limestone wa effective from 12.10.2001 for 20 years in favour or a lessee 
under the juri d icti on of M E. agaur. The lease area was in pected by ME, 
Vigi lance. Jodhpur and it wa fou nd that 17...+68 MT lime stone had been 
excavated from the ex is ting pits fou nd in the lease area. Whi le. as per 
production returns submitted by the lessee, 48,0 15 MT mineral was shown to 
have been despatched during the period from 12. 10.200 1 to 31.7.2004. It 
means that 30,547 MT lime stone was excavated and despatched illegally by 
lease holder from other areas by misusing the ra11·c11111a.\· issued for sanctioned 
lease. A demand notice. for depos it ing cost of illegally despatched mineral 
< 97.75 lakh was issued (17. 10.2005) to the lease holder, but the lessee did not 
depos it the cost of mineral. Hence. the lease was revoked (2.+.7.2007). Against 
the revocation. lease holder filed a petit ion in the High court. Jodhpur. Writ 
petit ion was di . posed of (27 .2 .2008) as the mining department agreed to take 
appropriate action after obtaining report or the committee con. tituted for 
establi shing the facts. Report of the committee was awaited (January 2010) as 
such no action fo r recovery of< 97 .75 lakh cou ld be taken. The matter has not 
been settled even lapse of more th an two years. This shows lackadaisical 
action of the Department toward s recovery. 

m 



,\udll Rc:pon (:\lining Rccc:tph) for the year ended 31 M,1rd1 20 I 0 

6.9 Illegal despatch of minerals 

6.9.1 We fou nd (June 2009-January 20 LO) from records of the DMG along 
with 10 ME/AME office 7 that in 46 ca e mineral were excavated and 
despatched illegally. demand of cost of mineral and royalty amounting to 
~ 85.50 crore was not/short rai sed and recovered. 

The Government stated (Augu t 2010) that a committee would examine the 
case of illegal excavation of minerals and acti on would be taken accordingly. 

6.9.2 We further found (November 2009) from the records of the DMG that 
a firm used 19,535 MT mineral lime Lone without departmental ra1va11nas in 
manufacturing and uppl ying hydrated lime tone to a company during the year 
2006-07 from the j uri diction of ME, Sojatcity. The co l and royalty of the 
illegally despatched limestone worked out to ~ 1.07 crore, which had not been 
recovered. 

The Government tated (August 20 10) that action wa being taken for 
detecting source of mineral. 

6.10 Illegal subletting of lease 

Rule 15 (I ) of the RMMC Rules, 1986 
envi aged that the le ee hall not. without 
the previou consent in writing of the 
competent authority a sign, sublet, 
mortgage or transfer the mining lea e or 
any right. title or intere l therein ; to any 
per on or body. Rule 48(5) of ibid Rules 
further provide · that whenever any per on. 
without a lawful authority, rai es any 
mineral and where mineral so raised ha · 
already been de patched or con urned, the 
concerned authoritie may recover co t of 
the mineral along with royalty which will 
be computed as 10 time the royalty 
payable at the prevalent rates. 

During audit of ME, 
Bharatpur, we noticed 
(November 2009) that 
mining lea e no. 698/03 
and 695/03 of mineral 
ma onry stone ancti oned in 
favour of two leas ee were 
ubletted without the 

previou con ent of the 
Mines Department, during 
the period fro m 1.1.2008 Lo 
3 1.1 2.2008 by making 
·pa11a11ama' contract. 
During ubletted period of 
lea e. the tran feree 
excavated and de patched 
33,000 MT ( 18,000 MT 
from ML 698/03 and 
15,000 MT fro m ML 

695/03) mineral masonry stone which was unauthorised. The co L of 
unauthori edly exca\ated/ despatched mineral wa. ~ 0.43 crore. which was not 
recovered. 

We pointed out the matter to the Department (December 2009) and reported to 
the Government (April 20 l 0). The Government tated (September 20 I 0) that 
power of attorney was given by the le see for mining in lease area. It was not 
subletted. Reply is not acceptable as power of attorney was given with fu ll 
rights which are tantamount to a. ignment of rights under the Rules. Hence. 

Ban" ' ara. Jouhpur. Mal-.rana. Nagaur. Nimbahcrn. Raj<.amand I, R<tj ~amand II . Sil-.ar, 
Sojat cit) and Uda1pur. 
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without prior con ent of the Department in wntmg, it amounted to illegal 
tran fer o f lease and ME had illegally i ued rawannas to ub-lettee for 
excavation and despatch of the mineral. 

Short term permits 

6.11 The work de partment contractor acquire materi al for works from 
other !es ee through rawannas and re t from short term pe rmit (STP) i ued 
to them by concerned ME/AME on payment of a fee laid down in rule 63 o f 
the RMMC Rule . To en ure timely realisation of royalty on the quanti ty of 
minor minerals actua ll y util ised. STPs arc required Lo be obtained by Public 
Works contractor fro m Mining De partment for the entire quantity of mineral 
required fo r completion of work . On completion o f work . the contractor 
submit material/mineral consumption tatements Lo a se the royalty of the 
mine rals used in works. If a permit holder has excavated and carTied mjnera ls 
in exces of permitted quantity in the STP, cost of mineral is requ ired to be 
recovered a per provisio ns laid down under the rule 63 and 48(5) of ibid 
Rul e . 

6.12 Recovery of cost of mineral 

Rule 63(6) of the RMMC Rule provides that if a STP holder ha 
excavated and carried mineral to the extent of 10 per cent over and above 
the quantity pecified in the permit, ingle royalty will be recovered. In 
ca e, permit ho lder ha excavated and can·ied a quantity more than 
25 per cent of the quantity anc tio ned in the permit. co t of uch exce 
mineral, 10 time of the royalty ac the prevalent rates as per rule 48(5) ibid 
wiU be recovered . 

Illegal excavation and despatch of minerals 

(a ) We found (June 2009-March 2010) from records of the DMG along with 
14 ME/AME office 8 that on the ba is of mineral consumption statement of 
work ubmitted by public works contractor .1 80 works coriu-acto rs excavated 
and u ed mjnerals in works e ither without STP or more than quantity specified 
in the STP . T he difference recoverab le cost alo ng with royal ty a worked out 
by u ~ 44.26 crore had not been recovered. The Department failed to take 
effecti ve actio n for final isat ion of the assessment and recovery of cost of 
mi ne ral . 

When we pointed out this, the ME /A MEs stated that action to recover the 
cost of mi nerals sha ll be taken by i uing notice Lo the concerned contracto rs. 

The Government accepted (Augu t 20 I 0) our ob ervations. 

8 Ajmer, Balesar, Barmer, Banswara, Bundi Jl, Jaisa lmcr, Jodhpur. Makrana, agaur, 
Nimbahera, Rajsamand l , Raj amand II , Sikar and Sirohi. 
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(b) During audi l of lwo AME/ME office , we noliced (October 2008 to 
February 20l0) that fi ve public work contractor had u ed mi nerals in work 
more than quantity authorised in STP. The recoverable cosl amounting lo 
~ 1.05 crore of unauthorisedly excavated/despatched mineral had not been 
recovered a detai led below: 

SI. Name of Mineral 
no. the office 

(No. of 
works) 

· Quantity 
used MT 
permitted 

inSTP 
(MT) 

16.00.000 

13,73.000 

3,30.000 

2,97.650 

9.32.122 

8,10.050 

93,922.87 

58.029.87 

21.230 

21.230 

25.381 

20.426 

Quantity 
used in 

excess of 
STP (MT) 

2,27.000' 

3'.!.350' 

1.22.072 

35,893 

4,955 

22.438.76 19.438.74 

3,000 

Rate of Amount Net cost 
royalty reco\·ered reco\'er-
(~per (~in lakh) able 
MT) including 

royalty 
~in 
lakh) 

1.50 15.51 

16.00 .90 

13.00 63.92 

1.50 

3.63 4.32 

8.000 

10.00 

10 36 12.43 
8.00 

Total 105.08 

Upto 3.9.2008 only as work was in progre~s. 

When we poinled out (belween November 2008 and April 2010) the 
Government stated (September 20 I 0) thal in ca e of ME, Bharalpur action will 
be taken after receiving delails of fu ll quantity of minerals used in work. 
Furlhcr, in case of the AME, Kolputali assessmenls were made as per 
Government order dated 17.6. 1985. The reply is not acceptable as order dated 
17.6.1985 became redundant with coming in effect of the RMMC Rules 1986. 
Hence. the cost of minerals wm. recoverable a · per provisions of Ru le 63(6) 
and 48(5) of ibid rules. 

(c) Dllling audit of two AME offices. we noticed (September 2009 to March 
20 10) that three public works contractors had used ordinary soil 
unauthorisedly without obtaining STPs. The recoverable cost amounting to 
~ 72.20 lakh of unauthorisedly excavated/despatched ordinary soil had not 
been recovered as detai led below: 

I Q"'""'' or I R I r I •. ,.11, I N• l<m .. ttom· 
SI. I Name of office ordina~y soil roav=I~ . amount . able including 
no. (No. of works) used without ~ · l\iT) reco\'ered royalty 

.. STP(in MT) per ~ in lakh) ~ in lakh) 

garp ( ) 5 88 
I 61,513 150 0.92 9.23 
I 85,195 1.50 - 14.06 

2. AME, Kotputali (1) I 1,00,423.33 2.00 - 20.08 

Total 72.20 
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When we pointed out (April 20 l 0), the Government stated (September 2010) 
that action wa being taken by AME, Dungarpur for recovery. Report on 
recovery is awaited (October 20 10). 

6.13 Non-recovery of differential amount of royalty 

We fou nd (Ju ly-December 2009) that in even ME/AME offi ce 9 in 116 ca e , 
differential amount of royalty ~ 6 L .83 lakh as per royally a essment of 
mineral con urned in works wa recoverable , but no records were fou nd 
maintained in the e offi ces to ensure whether d ifferential royalty amount had 
been recovered. 

The Government tated (September 20 10) that deduction of ~ 3.64 lakh ha 
been verified . Action was being taken for verification/recovery of the re t 
amount. 

6.14 Lacunae in rules 

Provi o to rule 63(6) of the RMMC Rule provide 
that if a STP ho lder has excavated and carried 
mineral to the extent of 10 per cent over and above 
the quantity specified in the permit, ingle royalty 
wilJ be recovered. Jn case, permit holder ha 
excavated and carried a q uantity more than 25 per 
cent of the quantity sanctioned in the permit, co t 
of uch exces mineral will be recovered. Rule 63 
of the RMMC Rule i ilent abo ut the recovery of 
co t of mineral excavated and removed more than 
10 and up to 25 p er cent over and above the 
quanti ty anctioned in the STP. However, rule 
48(5) of the rule ibid provides for recovery of 
royalty alongwith co t of mineral computed a ten 
time the royalty in all case of unauthorised 
de patch of minera l. 

We found (October 
2009-March 20 I 0) 
from record of the 
ME , Udaipur and 
Sirohi that in two 
case contractors 
had excavated/ 
de patched quantity 
of minerals ma onry 
tone and earth 

more than 10 per 
cent but up to 25 
per cent over and 
above the quantities 
authori ed 111 the 
STP . The a es ing 
authority did not 
in voke provision of 

rule 48(5) of the 
RMMC Rules and recovered royalty o f ~ 7 1.94 lakh against recoverable 
royalty and cost of~ 134.23 lakh re ulting in short recovery of~ 62.29 lakh. 

When we pointed out this, the M E, Sirohi (March 2010) rated that amount 
will be recovered a per provision o f the rules. No provi ion has been made 
for recovery of co t of mineral u ed in excess of 10 per cent but upto 25 per 
cent quantity authori ed in STP. 

The Govern ment accepted (Augu t 20 LO) the lacunae in the ru les and agreed 
to amend these suitably. 

9 Balesar. Banswara. Bundi II , Jodhpur, Makrana. Sojat c iry and Udaipur. 
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6.15 Recommendations 

• We recommended that the issue of ERCC should be examined in 
depth and proper policies are framed to secure wealth of the State. 

• The Government may evolve a procedure to eliminate misuse of 
rawannas and timely recovery of cost of minerals. 

• The Government may consider doing away with the committee 
intervention and put in place an appropriate departmental 
mechanism to decide upon cases of illegal milling. 

• The Government may evolve a system of rais ing demand and its 
recovery on completion of works. 

• The Government may evolve a system to recover all pending 
royalty/cost of minerals used in works before final payments to 
contractors. For this purpose co-ordination is required to develop 
between the Works Department and the Milling Department. 

• The Government may clearly define the rate of royalty to be 
recovered in cases of despatch of minerals more than 10 per cent but 
upto 25 per ce11t over a11d above the quantities authorised in short 
term permit. 
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IMPLEMENTATION OF THE 
MINING RULES/ REGULATIONS 

Pending royalty assessments due to non-fixation of time 
limits 

Pending royalty assessments of short term permits 

Delay in approval of cost of illegally excavated minerals 

Delay in disposal of appeals 

Insufficient action for recovery of dues 

Dues under the Land Revenue Act 

Pending chemical and ceramic laboratory samples 

Irregular waiver of cost 

Non/short recovery of prospecting expenses 

Non-forfeiture of security deposits 

Non-raising demand of interest 

Non-recovery of minimum premium charges 

Recommendations 
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CHAPTER-VII 

Implementation of the mining rules/regulations 

7.1 Pending royalty assessments due to non fixation of time limits 

Rule 38 of the RMMC Rule 
We fo und in the DMG office that 
as on 3 1 March 2009, asse ment 
of 8.860 number royalty case 
(major mine ral : 2,859, minor 
mineral : 6,001 ) were pending. It 
reflect lax ity of the concerned 
asses ing offi cer towards royalty 
as e sment . 

provide that asse ment of royalty 
shall be made by a e sing authority 
after fi li ng of the return for respective 
year by the as es e . If the a e ee 
fai l to ubmit re turn within 
pre cribed period, the as es ing 
authority may as e the royalty to 
the be t of hi judg ment. 

The Government stated 
(September 2010) that it was a 

regular process. We do not accept 
the reply a a time bound programme should be prescribed for a e sment of 
royalty to avoid increase in arrears of revenue. 

7 .2 Pending royalty assessments of short term permits 

Rule 63 (6) of the RMMC Rules 
stipu late that STP holder sha ll be 
re pon ible for ubmi ion of record, of 
the minerals actually excavated/ 
de patched by him within 15 day of 
expi ry of va lidity of STP. T be State 
Government vide order dated 3 Octo ber 
2001, also in tructed to get the royalty 
assessed of the mineraJ con urned in 
works. within 15 day after the date of 
completion of the work . 

7.2.1 We found m l-l 
ME/ AME offi ces 111 that out of 
9.424 STPs issued, during the 
years 200-l-05 to 2008-09. to 
various public works 
contractors. 6.872 cases 
(72.92 per ce111) were pending 
for roya lty assessments for 
want o f mineral consumption 
statements fro m the 
concerned construction 
agenc ies. The re was lack o f 
monitoring in the ME/AM E 

offices for watching the 
pending royalty assessment case and recoverable royalty/cost amount of 
minera ls used in wo rks. The pendi ng cases of royalty assessments were also 
not taken up seriously with the concerned construction a llotment departments. 
This resulted in non/short rea li sation of Govern ment revenue. 

The Government stated (September 20 I 0) that action was be ing taken for 
as essments. 

111 Ajmcr. Balesar. Ban,wara. Bundi II. Ja11;almer. Jodhpur. :vtakrana. agaur. imbahera. 
Raj'>amand II. Si lrnr, Sirolli. Sojat city and Uda1pur. 
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7.2.2 We found that ME, Udaipur i ued 471 STP to private per on for 
l 7 ,68,875 MT mjneral ma o nry stone during the year 2004-05 to 2008-09 
in volving royalty amount of ~ 1.54 crore. The STP holder were to got 
a e ment done within 15 days of expiry of validity o f STP. Royalty 
as es ments in all the e cases were pendjng (October 2009). ln the e ca es, 
actual quantity of mineral ma onry tone or the other mj neral 
excavated/de patched again t the authorised quantity and area of excavation 
menti oned in STP with respect to actual pit measurement from which mineral 
were dig out wa al o not verified by the ME. In absence of which, illegally 
excavated and despatched mineral could not be ascertained by us, and misu e 
of rawannas for de patching other mineral from other areas could not be 
ruled out. 

The Govern ment tated (September 2010) that a ses ments have been made 
and ~ 1.58 lakh had been recovered and notices for recovery of re t amount 
ha been i ued . 

7 .3 Delay in approval of cost of illegally excavated minerals 

A per DMG circular dated 
6 December 2004, prior approval of 
SME for recovery of co t of mineral 
wa required before rai ing demand 
in all ca es of 'panchnamas' of 
il legal excavation and de patch of 
minerals 

7.3.1 (a) We found (July 2009 to 
March 2010) from record of the 
DMG and SME, Bharatpur along 
with four AME/ME office 11 that in 
15 ca es, demand of cost of variou. 
minerals il legall y excavated and 
de patched wa e ither pending at 
AME/ME' level or pend ing for 
approval at the concerned SME 

level from 28 to 60 months. Delay in approval of demand of cost of illegally 
excavated and despatched mineral resulted in non-initiating of action for 
recovery of cost of mine ral amounting to ~ 9.76 crore. No time limit has been 
prescribed for approval of demand. 

(b) Similarly, in ME, Jodhpur we found (January 2010) that in another 
ca e of illegal excavation and despatch of 12 ,000 MT khanda and 8,001. l MT 
patties of and stone from the land of khasra no.6 and 14 of village Badli 
involving mineral cost of ~ 38.40 lakh was registered (14 May 2007) against a 
person. The matter wa sent ( 14 February 2008) to SME, Jodhpur, of which 
approval wa pending (January 2010) even after lap e of two years. 

Thu , a sum of ~ 10. 14 crore in above case a worked out by the MEs ba ed 
on co t of mineral was not recovered due to lack of effecti ve action by the 
Department. 

11 Bale ar, Jodhpur, Makrana and Raj amand II. 
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The Government stated (September 2010) that action would be taken after 
establishing committee at SME level. We do not accept the reply a order of 
DMG already exist to obtain prior approval o f SME in case of illega l mining. 
Hence, establishing a committee would only delay recovery and dilutes the 
matter. 

7.3.2 We found (January 2010) that in six cases of illegal despatch of 
mineraJs, the ME, Jodhpur has neither worked out cost of mine rals nor raised 
demand of~ 27.60 lakh. 

The Government stated (September 2010) that action for recovery is being 
taken. 

7.3.3 We found (January 2010) in offi ce of the ME, Jodhpur that a per 
mineral consumptio n statement and royalty assessment dated 24 April 2006, a 
public works contractor illegall y u ed minerals bajri, ma onry tone etc. For 
recovery of cost of minerals, the SME, Jodhpur accorded anction on 16 
December 2008 afte r lap e o f 3 J month , and even thereafter balance amount 
of ~ 14.78 lakh had not been recovered (October 2010). 

7.3.4 In offi ce of the ME, Raj amand-1, we found (January 2009) that 
~ 30.49 lakh invo lved in 173 cases of illegal excavation and de patch of 
minerals, detected during 2006-07, could not be recovered due to preparation 
of incorrect/wrong pane/mamas as intimated by the Department. A committee 
wa constituted for di po al of the matte r but no actio n ha been taken 
(June 2010). 

The Government stated (September 20 I 0) that action would be taken after 
verifyi ng the panc/111a111as by the committee establi shed for thi purpo e . We 
feel that the Government hould have initiated action again t defaulter 
officials. 

7.4 Delay in disposal of appeals 

Rule 43 of the RMMC Rules provides that 
any person aggrieved by an order of 
SME/ME/AME pas ed under these rules 
shall have right to appea l to the DMG. The 
power of the DMG in this re pect had 
been delegated to ADM. Simi larly, any 
per on aggrieved by any order pa ed in 
appeal by the ADM, hall have the right to 
appeal to the Government. 

We found from records of 
three ADM , and Dy. 
Secretary , Mines and 
Geology that 3,548 appeal 
ca es, pertain ing to grant or 
renewal or cancell ation or 
termination o f nurnng 
leases or quarry licence or 
roya lty collection contract , 
forfeiting security depo its, 

assessment o f royalty and 
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imposition of penalty etc. were pending in appeal ince long as detailed below: 

(lo number ) 

Calendar ~Total year 

up to 2004 81 7 16 458 562 

2005 14 24 17 400 455 

2006 39 162 21 486 708 

2007 91 194 49 593 927 

2008 l 16 222 64 494 896 

Total 341 609 167 2,431 3,548 

No time frame ha been pre cribed for di po al of appeals. In the ab ence of 
finali ation of the appeals, aggrieved per ons were deprived of timely 
deci ion/ju tice. Pendencey of appeal al o effected/delayed reali ation of 
Government revenue. 

The Government stated (September 20 I 0) that pending appeals were a regular 
proces . We do not accept the reply as appeals are pending for more than five 
year, , which hould have been disposed off in a time-bound manner so that 
aggrieved persons may not wait deci ion for long time. 

7 .5 Insufficient action for recovery of dues 

During scrutiny of the record of 10 ME/AME offices12
, we observed (June 

2009-March 2010) that~ 2.6 1 crore of royalty/dead rent and interest of ll3 
cases wa not recovered due to lack of concrete and timely action. 

The Government tated (September 20 I 0) that ~ I . 77 lakh ha been recovered 
and action wa being taken for recovery of the balance amount. 

7 .6 Dues under the Land Revenue Act 

Section 25 of the MMDR 
Act and Rule 62 of the 
RMMC Rules envi age 
that recovery of dues 
along with intere t may 
be recovered a arrears of 
land revenue. 

7.6.1 We found that ~ 28.29 crore wa 
pending a on 31 March 2009 under revenue 
recovery certificate . As on 3 1 March 2009, 
682 ca es involving~ 9.95 crore pertaining to 
five AME/ME offices 13 were regi tered for 
recovery. Of the e, in 445 case no action 
wa initiated for recovery. Recovery action 
wa taken only in 237 ca es, of which 
propertie of 46 defaulters were attached and 

a um of~ 28.79 lakh wa recovered . ln 12 
cases, whereabout of the defaulter" s propertie were not known. Thu . the 
due to the tune of~ 9.66 crore could not be recovered. 

The Government tated (September 20 I 0) that action wa being taken for 
recovery. 

1 ~ Balcsar. Barmer. Bundi II. Jaisalmer. Jodhpur. agaur. Rajsamand I. Rajsamand II. Sil-.ar 
and Sirohi . 

1.1 Ajmcr. Jai~almer. Jodhpur. Makrana and Sikar. 
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7.6.2 We fou nd that in office of the ME, Makrana, recovery of ~ 3.07 crore, 
being cost of unauthorised excavation/despatch of minerals in 48 cases, was 
pending due to ineffective action on the part of department, though the cases 
were got registered under the Land Revenue Act for recovery. 

The Government stated (September 2010) that ~ 0.33 lakh have been 
recovered and action was being taken for recovery of the balance amount. 

7.6.3 In office of the ME, Bundi II, we found that 7 1 cases of illegal 
excavation/ despatch of minerals were regi stered duri ng the years 1986-87 to 
2005-06 but action for recovery of cost of minerals ~ 19.76 lakh was not 
taken. Even the cases were not registered under LR Act for recovery. 

7.6.4 We observed that in following two cases, there was abnormal delay in 
rais ing the demand for cost of minerals. Lacklustre approach of the 
Department in raising the demands and recovery thereof led to non-recovery 
of the cost of minerals, though the cases were lodged under the Land Revenue 
Act ubseq uently. 

Nam• of I p,.;od of I Year of 

I 
Amount 

I 
demand involved Reasons for demand 

ME Office incidence raised (tin lakh) 

Makrana 2002-03 2007-08 33.79 Ulegal excavation and 
despatch of mineral marble 
from outside the sanctioned 
area of lease no. 142/5. 

Jodhpur 2003-04 2004-05 l L.70 Contractor supplied mineral 
ballast without obtaining STP. 
The demand was raised at our 
instance. 

ln respect of all dues under LR Act, the Government tated (September 2010) 
that effecti ve action is being taken for recovery. 

7.7 Pending chemical and ceramic laboratory samples 

A Government laboratory was established in the DMG offi ce for chemical 
analysis, ceramic tests, petrography studies and other types of analysis of the 
minerals. 

We found from the records of the DMG that the number of samples pending 
for chemical analysis, ceramic te ts elc. has sharpl y increased to 538 1 (in 
2008-09) from 375 (at the end 2004-05). 

When we pointed out (October 2009) this, the DMG replied that due to 
shortages of staff, pendency of tests ha inc rea ed. Pend ing samp les analysis 
wi ll be completed early. 

Pending chemical analysis/tests has affected the finalisation/settlement of 
royalty assessments and causing delay in revenue realisation. 

ID 
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7 .8 Irregular waiver of cost 

Rule 65 of the RMMC Rules 
provides that the Government 
may relax any provision of these 
rule for reasons to be recorded 
in writing. 

We found (June 2009) from records of 
the ME, Sikar that 18 lease holders of 
mineral masonry stone were involved 
in illegal excavation/despatch of 
mineral , hence, demand of ~ 257.38 
lakh, being cost of the mineral , was 
rai ed. The matter of illegal excavation 

was forwarded to Government (July 2004) by the ME, Sikar for regulari ation, 
treating the illegal excavation of mineral within the sanctioned lease areas. 
The Deputy Secretary, Mines waived off (16 May 2007) the recoverable cost 
of ~ 257 .38 lakh with the condition that the defaulters hal 1 deposit penalty 
amount at the rate of ~ 25 per sq uare metre of illegal excavated areas . 
Accordingly, ~ 17.79 Jakh on ly were recovered against the recoverable cost of 
~ 257.38 lakh . The waiver of cost of rnineral illegally excavated/despatched 
was against the provisions of Rule 65 of the RMMC Ru les a the relaxation in 
rules could only be given on the ba is of recorded reasons and with prior 
approval of the Finance Department. In the e cases quanti ty of mineral 
excavated by the defaulters was also not kept in view. This resulted in a loss of 
~ 239.59 lakh to the State exchequer. 

The Government stated (September 20 I 0) that matte r was regularised by 
charging~ 25 per square metre. We do not accept the reply as anction of the 
Finance department wa not obtained as envisaged in Rule 65 of the RMMC 
Rule and mine ral excavated and despatched by lease ho lders were not kept in 
view while fi nali ing the matter. In these cases, undue benefits were allowed 
to lease ho lders. 

7 .9 Non/short recovery of prospecting expenses 

As per provis ion contained in Rule 
9 (A) of the Prospecting Rules, 
1969, expenditure incurred by the 
department for pro pecting the 
areas was to be recovered from the 
concerned prospecting liccncee/ 
mining lea e holders as per rate 
prescribed in the rules. 

In the offi ce of DMG and ME, 
Nagaur, we found that as per our 
calcu lation prospecting expen e of 
~ 7.27 crore were e ither not 
recovered or recovered short from 
the seven prospecting licencees/ 
mining lease holders in nine ca e . 
Further, systematic and authentic 
records for monitoring the recovery 
of prospecting expenses have not 

been mai ntained in the office of Additional Director Geology, Udaipur. 
Hence, actual prospecting expenses remained recoverable from various 
prospecting licencees/ lease holder could not be a certained by us. 

The Government stated (Augu t 2010) that the dues from M/s. Wollcame have 
been recovered, and ba lance dues from other lease holders would be 
recovered. 

ID 
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7.10 Non-forfeiture of security deposits 

Condition number 9 and 11 of the RCC/ERCC 
executed under Rule 37(2) of the RMMC Rule 
envisage that in case of default in due ob ervance 
of term and conditions of the contract, the 
contract may be terminated with forfeiture of 
ecuri ty de posits. If any amount i not paid on due 

date, it hall be collected a an an-ears of land 
revenue along with intere t at the rate of 15 per 
cent per annum. 

We fo und (February 
2010) from records of 
AME, Barmer that 
three RCC/ERCC 
contractor failed to 
depo it < 34.66 lakh 
dues of the contract 
and intere t < 18.23 
lakh thereon. The 
AME did not recover 
the dues o f < 52.89 
lakh and al o failed to 

forfe it the ir security deposits amounting to< 18.4 1 lakh available with him, 
though the contracts we re terminated. 

The Government tated (September 20 I 0) that recovery was under process. 

7.11 Non-raising demand of interest 

Section 9(2) of the MMDR Act and the 
Government's in tructions of Apri l 2000 
and March 2008 provide that les ee hall 
pay the exce s royalty amount on the 
quantity of mineral de patched during the 
month. Further, Rule 64 A of the MC Ru les 
provide that les ee shaJl be liable to pay 
intere t at the rate of 24 per cent per annum 
on the delayed payments for the period of 
delay computing from 60th day of the due 
date. 

7.11.1 We found (June 
2009-March 20 10) that in 
e ight ME/AME office 1 ~ , 

demand of inte rest of 
< 2.59 crore o n delayed/ 
non-pay ment of exces 
royalty amount in 
40 case was not rai ed 
and recovered. 

When we pointed out this , 
the ME, Barmer, 
Jai sa lmer. Nagaur and 

Sikar agreed to recover the 
interest amount. In re peel of three ca e o f AME. Dungarpur, the 
Government slated (September 20 I 0 ) that the inte rest was leviable from the 
date of rai ing demand afte r royalty a se sment. We do not agree the reply as 
the royalty was payable at the time o f despatch of mineral from the lease 
areas. 

A per term and conditions of the ERCC 
agreement executed under Rule 37(2) of 
the RMMC Rule , the contractor ha to 
pay the in talment of the contract money 
by 10th of the each month in advance. 
Intere t amount i to be paid on delayed 
depo its at the rate of 15 per cent per 
annum for the period of delay. 

7.11.2 We found (February 
2009-March 20 10) that in 
seven ME/AME o ffi ces 1

\ in 
19 case demand of interest 
amounting to < 62.06 lakh 
was short raised. 

When we poi nted o ut th is, the 
ME, Nagaur and S ikar agreed 

1 ~ Barmer. Dungarpur. Jaisalmer. Nagaur. imbahcra. Sikar. Sirohi and Udaipur. 
1
' Barmer. Banswara. Makrana. Nagaur. Rajsamand 11. Sikar and Udaipur. 

ID 
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to recover the differenti al amount of inte re t. In remaining ca e the 
Government stated (September 20 I 0) that compliance would be made. 

7.11.3 We fou nd (June 2009-Janu ary 

Rule 61 of the RMMC Rule 
provide that interest at the rate 
o f 15 per cent per annum shall 
be charged in ca e the amount 
of dead rent, royalty etc. is paid 
after 15 days from the date it 
becomes due. 

2010) that in e ight ME/AME offices16
, 

in 136 ca es, the demand of interest 
amounting to < 26.70 lakh wa neither 
raised nor recovered on delayed 
payment . 

When we pointed out this ME. Sikar 
accepted the fact . The Government 
lated (September 2010) that< 0.48 lakh 

have been recovered by ME, Nimbahera. 

7 .12 Non-recovery of' minimum premium charges 

By i sue of order dated 27 Apri l 2005, the State 
Government appointed M/ Rajasthan State 
Mine and Mineral Limited (RSMML) and M/ 
Fertilizer Corporation of India (FCI) a 
Government agent for excavation of mineral 
gyp um in e leven area of AME. Sriganganagar 
and ix area of ME, Bikaner. A per condition 
of their appoi ntment, the agent were to produce 
and de patch minimum quantity of 2,000 ton per 
month of gyp um from each area. Jf thi level of 
production is not achieved. minimum premium 
charge of < 40,000 per month per area was 
payable by the agent to concerned ME/AME a 
per Government orde r dated 27 April 2005. 

In audit o f records of 
AME, Sriganganagar 
and ME, Bikaner, we 
ob erved (July 2009) 
that RSMML and FCI 
agent failed to 
produce and despatch 
the required minimum 
quantity of 2,000 ton 
of gyp um per month 
per area during the 
period April 2008 to 
March 2009. The 
demand of < 50 lakh, 
being mm1mum 
premi um charge al 

month per area, became due, which wa 
Department. 

the rate of < 40,000 per 
neither raised, nor recovered by the 

On being pointed out (April 2010) the Government stated (September 2010) 
that < 23.20 lakh had been recovered and action is being taken to recover the 
balance amount. 

7 .13 Recommendations 

• 

• 

The Government may consider preparation of pane/mamas in 
prescribed format and setting a time frame for approval of cost of 
illegal despatches of minerals. 

The Govemment may consider setting a time frame for disposal of 
pending appeal cases. 

16 Ajmer. Banswara. Jodhpur. imbahera. Rajsamand I. Sikar, Sirohi and Udaipur. 
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• 

• 

• 

Chapter-VI I: Implementation of the mining nile~/regulation~ 

The Government may consider quick and effective action for raisi11g 
demand and their recovery. 

The Government may take effective steps for equipping the 
laboratory adequately to expedite the analysing/testing of the samples 
received in laboratory or alternatively consider outsourcing this 
activity. 

The Government may consider maintaining systematic and authentic 
records of expenses incurred 011 prospecting the areas and for 
recovery made from lease holders. 

JAIPUR 

The 

(MEENAKSID SHARMA) 

Accountant General 

(Commercial & Receipt Audit), Rajasthan 

NEW DELHI 

The 

Countersigned 

(VINOD RAI) 

Comptroller and Auditor General of India 

m 



Audit Report (Mming Receipts) for the year ended 31 March 20 I 0 

m 



Glossary of abbreviations 

ADM Additional Director, Mines 

ADG Additional Director. Geology 

AME Ass istant Mining Engineer 

DMG Director. Mines and Geology, Rajasthan , Jaipur 

ERCC Excess royalty coll ection contract 

FCI Fertil izer Corporation of India 

MCDR Mineral Conservation and Development Rules, 1988 

MC Rules Mineral Concession Rules, 1960 

ME Mining Engineer 

MMDR Act Mines and Minera ls (Development and Regul ation) 

Act. 1957 

MT Metri c Ton 

RCC Royalty collection contract 

RMMC Rules Rajasthan Minor Minerals Conce sion Rules, 1986 

RSMML Raja than State Mines and Minerals Limited 

RSPCB Raja than State Pollution Control Board 

SME Superintending Mining Engineer 

STP Short term permit 




