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PREFACE 
 

This manual has been prepared for the guidance of the members of the 

State Receipt Audit Parties, auditing the receipts and refunds relating 

to the Geology and Mining Department. The manual should be treated 

as a guide only and the audit checks indicated therein are only 

illustrative and not exhaustive. 

In this Manual, the relevant provisions of the law and procedure for 

the levy, assessment and collection on Mineral Revenues relating to 

Geology and Mining Department, Assam have been set out in general. 

In the course of audit, if any reference has to be made to a particular 

provision of the law, such a reference should be made to the sections of 

the relevant Acts or the Rules framed there under and not the 

paragraphs of this Manual. 

Errors or omissions in the manual may be brought to the notice of the 

State Receipt Audit Sector of the office of the Accountant General 

(Audit), Assam, Guwahati. 

The material contained in this manual needs to be updated regularly 

on account of amendment to the Acts/Rules and on account of 

notifications, orders and instructions issued by the State/Central 

Government and instructions issued by the Office of the Comptroller & 

Auditor General of India. 

I hope that this publication will be a useful guide to the staff and 

officers of the Office of the Accountant General (Audit) Assam, 

Guwahati in the efficient functioning and discharge of their duties. 

Suggestions for improvement are welcome. 

Sd/- 
Guwahati                                                    (RASHMI AGGARWAL) 
Dated 2 February 2018                              Accountant General (Audit)  
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CHAPTER I 

 

INTRODUCTION OF REVENUE AUDIT 

 

1.1 Constitutional/Statutory responsibility 

 

The audit of receipts is inherent in the powers vested in the Comptroller & Auditor General of India 

by Articles 151 of the Constitution of India. 

Article 151 of the Constitution lays down that the Reports of the Comptroller & Auditor General of 

India relating to the accounts of the Union and the States shall be submitted to the President or the 

Governor of a state, as the case may be, who shall cause them to be laid before each House of 

Parliament or Legislature. Thus the Audit Reports must relate to the totality of the accounts of the 

Union or a State and consequently cover not only the expenditure but the receipts as well. 

Section 16 of the Comptroller and Auditor General’s (Duties Powers and Conditions of Service) 

Act, 1971 (Central Act 56 of 1971) specifically enjoins upon the Comptroller and Auditor General 

to audit all receipts which are payable into the Consolidated Fund of India and of each State and 

each Union Territory having a legislative assembly and to satisfy himself that the rules and 

procedures in that behalf are designed to secure an effective check on the assessment, collection 

and proper allocation of revenue and are duly observed. For that purpose, the Comptroller and 

Auditor General is authorised to undertake such examination of the accounts as he thinks fit and to 

report thereon. 

1.2 General Principles of Audit 
 

1.2.1 Audit Regulations for Receipt Audit 
 

Audit of receipts is broadly governed by the general principles laid down in Chapter-3, Section-II 

of the Manual of Standing Orders (Audit). The instructions contained in this manual are 

supplementary thereto and describes specifically the procedure to be followed in the audit of 

receipts of mineral revenues. 
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1.2.2 Responsibility of the Department 

 

It is the primary responsibility of the departmental authorities to see that all receipts due to 

Government are correctly and properly assessed, realised and credited to Government Account. 

Audit should see that any payment for which a party may be liable to pay is actually received 

And brought to account and that the receipts which have entered in the books of a Department 

correctly calculated and are, in fact, credited to the Government account in time. 

(Para 2.3.7 of C&AG’s MSO Audit) 

1.2.3 Adequate Regulations  

 

Audit is also to ensure that the requisite regulations and procedures have been framed by the 

revenue collecting department to secure an effective check on assessment, collection and to satisfy 

that such regulations and procedures are actually being carried out. 

1.2.4 Audit not to substitute revenue authorities 

 

The Audit Department should not in any way substitute itself for the authorities of Geology and 

Mining Department in the performance of the statutory duties. But audit should satisfy itself that 

legality and regularity are observed in individual assessment and in general that the departmental 

machinery is sufficiently safeguarded against error and fraud and that so far as can be judged, the 

procedure is calculated to give effect to the requirements of law. 

(Para 2.3.3 of C&AG’s M.S.O. Audit) 

1.2.5 Audit not to review judicial decisions 
 

It is not the duty of audit to review a judicial decision nor does audit normally review the judgment 

exercised by officers in individual cases in arrears purely falling within their discretion. But it must 

be recognized that an examination of such cases is an important factor in judging the effectiveness 

of assessment, recovery procedures, etc., where the information available on an individual case is 

insufficient, to enable audit to ascertain how the requirements of the law have been complied with. 

Audit may consider its duty to ask for any further information to enable it to examine the 

effectiveness of the system. 

(Para 2.3.4 of C&AG’s M.S.O. Audit) 
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1.2.6 Main functions of Audit 
 

The most important functions of audit in relation to assessment and refunds is to satisfy itself, by 

such test checks as it may consider necessary, that the internal procedure adequately provides for 

and actually ensures: 

(i) The collection and utilisation of data necessary for the computation of the demand or refund 

under law, 

(ii) The prompt raising of demands on taxpayers in the manner required by law, 

(iii) The regular accounting of demands, collections and refunds, 

(iv) The correct accounting and allocation of collections and their credit to the Consolidated Fund, 

(v) That proper safeguards exist to ensure that there is no omission or negligence of levy or collect 

taxes or to issue refunds, 

(vi) That claims of tax/royalty/fee payers are pursued with due diligence and not abandoned or 

reduced except with adequate justification and proper authority, and 

(vii) that double refunds, fraudulent or forged refund orders or other losses of revenue through 

fraud, default or mistake are promptly brought to light and investigated. 

(Para 2.3.13 of C&AG’s M.S.O. Audit) 

1.3 Auditing Standards 
 

1.3.1 Introductory 
 

Auditing Standards prescribe the norms of principles and practices, which the auditors are expected 

to follow in the conduct of audit. They provide minimum guidance to the auditor that helps to 

determine the extent of auditing steps and procedures that should be applied in the audit and 

constitute the criteria or yardstick against which the quality of audit results are evaluated. 
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1.3.2 Categories of Auditing Standards 
 

The C&AG’s Auditing standards are broadly grouped under four categories: 

(i) The Basic postulates 

(ii) The General standards 

(iii) The Field standards 

(iv) The Reporting standards 

 

1.3.3 Basic Postulates 
 

The Basic Postulates for auditing standards are basic assumptions, consistent premises, logical 

principles and requirements which help in developing auditing standards and serve the auditors in 

forming their opinions and reports, particularly in cases where no specific standards apply. 

1.3.4 General Standards 
 

The general auditing standards describe the qualifications of the auditor and the audit institution so 

that they may carry out the tasks related to field and reporting standards in a competent and 

effective manner. 

These standards apply to all types of audit for the auditors and to the audit institutions the standards 

common to auditors and audit institutions are that: 

(a) The auditor and the audit institutions must be independent, 

(b) The auditor and the audit institutions must possess the required competence; and 

(c) The auditor and the audit institutions must exercise due care and concern in complying with 

these auditing standards. This embraces due care in planning, specifying, gathering and evaluating. 

Evidence, and in reporting findings, conclusions and recommendations. 

The general auditing standards for the audit institutions are that they should adopt policies and 

procedures to: 

(a) Recruit personnel with suitable qualifications, 

(b) Develop and train employees to enable them to perform their tasks effectively and to define the 

basis for the advancement of auditors and other staff, 

(c) Prepare manuals and other written guidance notes and instructions concerning the conduct of 

audits, 

(d) support the skills and experience available within the audit institutions; identify the skills which 

are absent; provide a good distribution of skills to auditing tank and assign a sufficient number of 

persons for the audit; and have proper planning and supervision to achieve its goals at the required 

level of due care and concern, 

(e) Review the efficiency and effectiveness of internal standards and procedures. 
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1.3.5 Field Standards 
 

The purpose of filed standards is to establish the criteria or overall framework for the purposeful, 

systematic and balanced steps or actions that the auditor has to follow. These steps and actions 

represent the rules of investigation that the auditor, as a seeker of audit evidence, implements to 

achieve a specific result. The field standards establish the framework for conducting andmanaging 

audit work. They are related to the general auditing standards, which set out the basic requirements 

for undertaking the tasks covered by the field standards.  

The field standards applicable to all types of audit are: 

(a) The auditor should plan the audit in a manner, which ensure that an audit of high quality is 

carried out in an economic, efficient and effective way in a timely manner, 

(b) The work of the audit staff at each level and audit phase should be properly supervised during 

the audit, and a senior member of the audit staff should review documented work, 

(c) The auditor, in determining the extent and scope of the audit, should study and evaluate the 

reliability of internal control, 

(d) In conducting regularity (financial) audits, a test check should be made of compliance with 

applicable laws and regulations, 

(e) Competent, relevant and reasonable evidence should be obtained to support the auditors 

judgment and conclusions regarding the organisation, program, activity or function under audit, 

(f) In regularity (financial) audit and in other types of audit when applicable, auditors should 

analyse the financial statements to establish whether acceptable accounting standards for financial 

reporting and disclosure are complied with. Analysis of financial statements should be performed to 

such a degree that a rational basis is obtained to express an opinion on financial statements. 

1.3.6 Reporting  Standards 
 

The reporting standards set down the framework for reporting the results of audit concisely, with 

accuracy, objectivity and clarity and in a constructive manner and for appropriate, conclusive and 

preventive follow up action. On the completion of each audit assignment, the auditor should 

prepare a written report setting out his observations and conclusions in an appropriate form, its 

content should be easy to understand, fully supported by sufficient, competent and relevant audit 

evidence and be independent, objective, fair, constructive and concise. With regard to fraudulent 

practice or serious financial irregularities detected during audit, a written report should be prepared. 

This report should indicate the scope of audit, main findings, total modus operandi of the fraud or 

the irregularity, accountability for the same and recommendations from internal control system, 

fraud prevention and detection measures to safeguard against recurrence of financial irregularity. 
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With regard to performance or value for money audits, the report should include a description of the 

scope and coverage of audit, objective of audit, area of audit, main findings in respect of the efficiency, 

economical (including impact) aspects of the area (subject matter) which was audited and 

recommendations suggesting improvements that are needed. With regard to regularity audits, 

The auditor should prepare a written report which may either report on the financial statements or the 

value for money audit or a separate report on the tests of applicable laws and regulations. The report 

should contain a statement on the results of the tests to assurance i.e., positive or negative obtained from 

the tests. Reporting standards constitute the framework for the audit organization and the Auditor to 

report the results of audit regularity or performance audit or expressing his opinion on a set of financial 

statements. These standards are to assist and not to supersede the prudent judgment of the Auditor in 

observations, conclusions and report. 

1.4 legislative Background 

1.4.1 Management of Mineral Resources 

Minerals are valuable natural resources which are finite and non-renewable. Mineral exploration and 

development is closely linked with development of economy and up-liftment of the people. However, as 

it simultaneously intervenes with the environment and the social structure, a harmony and balance is to 

be maintained between conservation and development.  

Management of mineral resources is the responsibility of both the Central Government and the State 

Government in terms of entry 54 of the Union list (List I) and entry 23 of the State List (List II) of the 

Seventh Schedule of the Constitution of India. 

1.4.2 Constitutional and Legal Provisions-Regulatory Framework 

For Conservation, systematic development and regulation of mining activities in India, the Government 

of India (GOI) enacted the Mines and Minerals (Development and Regulation) (MMD&R) Act, 1957, 

the Mineral Concession Rules (MCR), 1960, the Mineral Conservation and Development Rules, 1988, 

the Colliery Control Rules, 2002. 

The mining activities in Assam are governed under the above Acts and the Assam Minor Mineral Rules, 

1994 framed by the State Government in exercise of the powers under the MMD&R Act. The 

Conservation, development and extraction of Oil and Natural gas are regulated under the Oilfield 

(Regulation and Development) (ORD) Act, 1948 and the Petroleum and Natural Gas (PNG) Rules, 

1959. 

Name of different Acts and Rules relating to Mines and Minerals are:- 

(i) The Mines and Minerals (Development & Regulations) (MMDR) Act, 1957 

(ii) The Mineral Concession Rules, 1960 

(iii) The Mineral Conservation and Development (MCD) Rules, 1988 

(iv) The Mines Act, 1952 

(v) The Mines Rules, 1955 

(vi) National Mineral Policy 1993 and 2008 

(vii) The Coal Mines Regulations, 1957 

(viii)  The Coal Mines (Nationalisation) Act, 1973 

(ix) The Coal Mines (Conservation and Development) Act, 1974 
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(x) The Colliery Control Rules, 2004 

(xi) The Petroleum Act, 1934 

(xii) The Oil Fields (Regulation and Development) Act, 1948 

(xiii) The Petroleum and Natural Gas (PNG) Rules, 1959 

(xiv) The Assam Minor Concessions Rules, 1994 
 

1.4.3 Mineral Oil 
 

The Oil Fields (Regulation and Development) Act, 1948 provide for regulation of oil fields and 

for the development of mineral resources. Under sections 5 and 6 of the said Act, the Union 

Government made the Petroleum and Natural Gas (PNG) Rules, 1959 as amended from time to 

time. 

1.4.4 Minerals  
 

Minerals are broadly divided into (i) Major Minerals and (ii) Minor Minerals. Major Minerals 

are industrial minerals specified in Second Schedule of Mines and Mineral (Development and 

Regulation) Act, 1957. Minor Minerals are building stones gravel, ordinary sand other than for 

prescribed purposes and any other minerals which the Central Government may, by notification 

in the Official Gazette declared to be minor minerals.  

Under MMDR Act, Mineral Concession Rules (MCR), 1960 was made for governing the 

minerals. 
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CHAPTER II 

 

BRIEF ABOUT GEOLOGY AND MINING DEPARTMENT 

 

2.1 Introduction 

 

The Geology & Mining Department is a Geo-scientific investigation Department. The primary 

responsibility of the Department is the investigation / exploration of minerals and ground water 

resources as well as administration of the minerals, mineral oil and natural gas produced in the 

State. 

Geological investigation works carried out by the Department involve detailed geological 

mapping of mineral bearing areas, core drilling of mineral bodies, exploratory drilling and 

production well for ground water, collection of mineral and groundwater samples for 

laboratory studies, etc. with the aim of establishing mineral and ground water resources of the 

State for exploration for industrial purposes. 

The Department takes care of grant of mineral concessions like exploration licenses and mining 

leases for mineral, petroleum and natural gas to various public sector as well as private sector 

organizations. The Department also takes care of enforcement and relevant Acts and Rules 

enforce by the lessees and licencees of mineral and petroleum. 

The Department assesses and realises revenue from major minerals (coal, limestone), minor 

minerals (sand, boulder, stone gravel, etc.1) and mineral oil (crude oil & natural gas) which 

comprises of application fee for mining lease, royalty, dead rent, surface rent, fines/penalties 

and interest for belated payment of dues. 

2.2 Organisational Structure 
 

The Commissioner & Secretary, Mines & Minerals Department, is the head at the Government 

level and the Director of Geology & Mining (DG&M), Assam is the head of the Department, 

who is assisted by Joint Director, Geologists, Drilling Engineers, Mining Engineers, 

Mechanical Engineers, Chemists, Geologists, Ministerial staff, etc. 

 

  

                                                           
1 Presently these minor minerals are being administered by the Environment & Forest 
Department. 
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The Directorate does not have any offices in district. However, there is a small office at 

Dibrugarh (functioning with 2–3 Officials) for receiving the monthly/ yearly returns from OIL, 

ONGC, CIL, etc. for assessment of royalty, etc. 

 

 

 

 

 

 

 

 

 

 

 

 

 

2.3 Main function of the Department 

The main function of the Geology and Mining Department, Assam is  

 Mineral and Water Investigation 

 Management of permit, licence and lease for mining operation 

 Assessment, collection and levy of royalty and other dues 

 Monitoring of mining activities 

 Administration of staff’s function 

2.4 Mineral and Water Investigation 

 

The primary responsibility of the Department is the investigation/ exploration of minerals and 

ground water resources which involve geological mapping of mineral bearing areas, core 

drilling of mineral bodies, exploratory drilling and production well for ground water, collection 

of mineral and groundwater samples for laboratory studies, etc. with the aim of establishing 

mineral and ground water resources identifying mineral resources of the State for exploration 

for industrial purposes. 

Commissioner & Secretary,  

Mines & Minerals Department 

Director, Geology and Mining (DG&M) 

Geology 

Section 

Mining 

Section 

Analytical 

Section 
Drilling 

Section 

Establishment, 

Mechanical, Store, 

Library 

Resident 

Geologist

Dibrugarh 

Chief 

Geologist, 

Joint 

Director, 

Geologist 

Joint Director, 

Mining 

Engineer 

Dy. Chief 

Chemist, 

Sr. Chemist 

Chief 

Drilling 

Engineer, 

Drilling 

Engineer 

Dy. 

Director 
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2.5 State Geological Programming Board (SGPB) 

 

The State Geological Programming Board (SGPB) was constituted in the year 1965. The 

Commissioner and Secretary, Mines & Mineral Department, GoA is the Chair- person, the Director, 

Geology & Mining Department  is the Member Secretary and various State & Central Government 

Organization such as Geological Survey of India, OIL, ONGCL, CIL, etc. and special invitees from 

other research institutes/institutions, etc. are participatory members. 

Every year a programme is worked out in consultation with the SGPB, who co-ordinates 

activities on geological mapping, mineral and ground water exploration in the State, identifying 

new areas for geo-scientific activities, programme co-ordination among member, organization, 

etc. The SGPB fixed the target for investigation of mines and minerals in their annual 

meetings. 
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CHAPTER III 

 

Mineral Oils 

 

3.1 Introduction 

 

The Oilfields (Regulation and Development) Act, 1948 provide for regulation of oilfields and 

for the development of mineral oil resources. Under sections 5 and 6 of the said Act, the 

Central Government made the Petroleum and Natural Gas (PNG) Rules, 1959 as amended from 

time to time. 

3.2 Important Definitions 

 

(i) Oil field: Oil field means any area where any operation for the purpose of obtaining 

natural gas and petroleum, crude oil, refined oil, partly refined oil and any of the 

products of petroleum in a liquid or solid state, is to be or is being carried on. 

(ii) Mineral Oil: Mineral Oil includes natural gas and petroleum. 

(iii) Crude Oil: Crude oil means petroleum in its natural state in liquid, viscous or solid 

form before it has been refined or otherwise treated from which water and foreign 

substances have been extracted. 

(iv) Natural gas: Natural gas means gas obtained from bore holes and consisting 

primarily hydrocarbons but does not include helium occurring in association with 

such hydrocarbons. 

(v) Petroleum: Petroleum means occurring hydrocarbons in a free state whether in the 

form of natural gas or in a liquid viscous or solid form, but does not include helium 

occurring in association with petroleum or coal or shale or any substance which 

may be extracted from coal, shale or other rock by the application of heat or by a 

chemical process. 

3.3 Petroleum Exploration Licence (PEL)  

 

As per the PNG Rules, 1959, no person shall prospect for petroleum except in pursuance of a 

petroleum exploration licence granted under these rules. Every licence shall contain such of the 

terms covenants and conditions prescribed by those rules as are applicable.  
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In terms of the Act or any rules made there under and agreement made between  the 

Government and the licensee, every licensee shall have the exclusive right to carry out in 

addition to geological and geophysical surveys, information drilling and test drilling operations 

for petroleum in the area covered by the license. 

[Rule 4, 5 & 7 of PNG Rules] 

 

3.4 Rate of Petroleum Exploration Licence (PEL) Fee 
 

As per the PNG Rules, 1959 amended time to time, the licensee of PEL shall pay yearly in 

advance by way of license fee in respect of his license a sum calculated for each square 

kilometre or part thereof at the prescribed rate:- 

 With effect from 25.11.2009 (`) 

(i) For the First year of Licence 200 

(ii) For the Second year of Licence 400 

(iii)For the Third year of Licence 2000 

(iv) For the Fourth  year of Licence 2800 

(v) For the each subsequent year of Licence 4000 

[Rule 11 of PNG Rules] 

 

3.5  Relinquishment of some part of licensed area 

 

MoPNG prescribed (Office Memorandum No. O-12013/95-ONG/D-IV dated 13 March 2002) 

procedure of relinquishment of areas under PELs granted to ONGCL and OIL. Re-grant should 

be given as per PNG Rules for a period of 4 (four) years based on the programme of work as 

accepted by Directorate General of Hydrocarbon (DGH) and with an extension for the next 1 

(one) year with a definite work programme with the condition that the operator would 

relinquish 25 per cent of original PEL block area i. e. the re-granted area would only be 75 per 

cent of the area originally held. In case, any lead is obtained during the period of re-grant, 

further extension of not more than 2 (two) years may be given for appraisal of the leads 

obtained or discovery (ies) made and the operator may be allowed to retain only that part of the 

PEL area, which is relevant for appraisal of lead/ discovery subject to the stipulation that 

maximum area retained, cannot exceed 50 per cent of the original PEL. 
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Rule 22 of the PNG Rules stipulates that upon determination or cancellation or relinquishment 

in part or full of a license, the licensee shall deliver the area after restoring in good order and 

condition in accordance with international practices within six months from the date of such 

determination or cancellation or relinquishment and the holder of such license shall take all 

necessary steps to prevent consequent hazards to human life, property, environment, marine 

resources or navigation to the satisfaction of the Government. The Licensee shall prior to the 

determination or cancellation or relinquishment of a licensed area, remove and dispose of any 

petroleum stores, equipment, tools, machinery from such area within six months of handing 

over of the area and if the same is not done by the licensee, the Government shall proceed with 

removal and disposal of petroleum stores, equipment, tools, machinery and restore the area at 

the risk and cost of the Licensee. 

3.6 Petroleum Mining Lease (PML) 

As per the PNG Rules, 1959, no person shall mine petroleum except in pursuance of a 

petroleum mining lease granted under these rules. Every lessee shall contain such of the terms 

covenants and conditions prescribed by those rules as are applicable. In terms of the Act or any 

rules made there under and agreement made between the Government and the licensee, every 

lessee shall have the exclusive right to conduct mining operations for petroleum and natural gas 

in and on the land demised by such lease. 

3.7 Rates of Statutory Fees for Petroleum Mining Lease (PML) 

As per the PNG Rules, 1959 amended time to time the applicant for Petroleum Mining Lease 

(PML) shall, before the lease is granted to him deposit statutory fees such as Security Deposit 

(SD), Preliminary Expenses, Lease Fee as per the prescribed rates. 

Type of Statutory Fee With Effect From 

25.11.2009 (`) 
(i)  Security Deposit (SD) 8,00,000 

(ii) Preliminary Expenses 1,20,000 

(iii) Lease Fee 2,00,000 
 

[Rule 6, 13(1) of PNG Rules] 

3.8 Execution of Lease Deed and payment of Stamp Duty  

The GOI while granting PML instruct for execution of a separate lease deed in respect of such 

other covenants, terms and conditions as per prescribed format between the GoA and the 

Leaseholder before commencement of mining operation.  

The Stamp Duty to be paid for the PML Deed is assessed as per the Indian Stamp Act, 1899 

applicable in Assam. Section 26 of the said Act provides that for mining lease it would suffice 

the royalty estimated by the Collector for the purpose of levy of stamp duty 
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3.9 Registration of Lease Deed 
 

Section 17(1) (d) of the Registration Act, 1908 requires that the deed conveying lease hold 

rights for the period beyond one year should be registered. Further, Section 49 of the Act 

stipulates that any un-registered document may not be treated as evidence of contract in a suit 

for specific performance. Requisite registration fee should be payable to the Government 

Account at the time of registration of lease deed. 

3.10 Survey of leased areas 

 

Rule 15 of PNG Rules stipules that if at the time of the grant or any time during lease period, 

State Government is of opinion that survey of the leased land is necessary, such land shall be 

surveyed by a qualified surveyor at the expenses of the leassee. The lessee shall pay surveyor 

re-survey fee of ` 10,000 of the land covered by such lease to the State Government. 

3.11 Payment of Royalty on Mineral Oil 

 

The Oilfields (Regulation and Development) Act, 1948 and the PNG Rules, 1959 stipulate that 

the holder of mining lease shall pay royalty in respect of any mineral oil mined, quarried, 

excavated or collected by him from the leased area at the rate for the time being specified (at 

present 20 per cent of well head price for crude oil and 10 per cent of administrative price of 

natural gas) in the Schedule of the Act. The royalty shall be payable on monthly basis and shall 

be paid by the last day of the month succeeding the period in respect of which it is payable. 

Assessment of royalty is being done on the basis of quantity and price of Mineral Oil, Natural 

Gas. 

3.12 Payment of Dead Rent 
 

Dead rent is a deterrent against the tendency of leaseholders of mining lease from keeping the 

minerals resources idle. In the mining sector, there is a possibility that a lessee may deliberately 

prevent his competitor from accessing the mineral bearing land, thereby preventing production 

of minerals leading to artificial scarcity and also depriving the State Government from the 

royalty revenue which may accrue normally. Therefore, dead rent has some relationship with 

economic values of mineral resources which are kept idle by the lessees.  

As per PNG Rules prescribed that the lessee shall pay for every year fixed yearly dead rent at 

the following rates, provided that lessee shall be liable to pay only the dead rent or the royalty, 

whichever is higher in amount but not both: 
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Period For the First 100 Sq. Km. 

Area (` per hectare or 

part thereof) 

For exceeding100 Sq. Km. 

Area (` per hectare or part 

thereof) 

Prior to 01.04.2003 12.50 25 

From 01.04.2003 to 24.11.2009 25 50 

From 25.11.2009 onwards 100 200 

 

3.13 Payment of Surface Rent  

 

Rule 13 (2) (b) of the Petroleum and Natural Gas (PNG) Rules, 1959, provides that the lessee 

has to pay surface rent for the area of land actually used by him/her for the purpose of 

operations conducted under the land, at such rate not exceeding the land revenue and cess 

assessed or assessable on the land as specified by the State Government with the approval of the 

Central Government. 

3.14 Rate of interest for delay payment  

 

Rule 23 of the PNG Rules further provide that all licence fee, lease fees, royalties and other 

payments, if not paid within the specified time, would be increased by a penal rate of 200 basis 

points over the prime lending rate (PLR) of State Bank of India (SBI) for the delayed period. 

The prime lending rate (PLR) is the interest rate charged by the banks to their largest, most 

secure and more credit worthy customers on short term loans. This rate is used a guide for 

computing interest rates for other borrowers. The average lending rate in India is 13.75 per cent 

from 1978 to 2017. 

3.15 Return and Assessment 

 

The lessee shall within the first seven days of every month or within such further time as the 

Central or State Government, may allow, furnish or cause to be furnished a full and proper 

return showing the complete details of the preceding month and in the forms as prescribed in 

the schedule under rules. 

On receipt of such report the State Government if it is of the opinion that the quantity of any 

crude oil casing head condensate or natural gas declared in the return furnished in accordance 

with the rule is too low, may determine the quantity of such crude oil casing head condensate or 

natural gas and royalty shall be paid on the quantity so assessed.  

[Rule 14(2) & (3) of PNG Rules] 
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CHAPTER IV 

 

Minerals 

 

4.1 Introduction 
 

Minerals are broadly divided into (1) Major Minerals and (2) Minor Minerals 

Major minerals are industrial minerals specified in Second Schedule of Mines and Mineral 

(Development and Regulation) Act, 1957. 

Minor minerals mean building stones, gravel, ordinary clay, ordinary sand other than sand used 

for prescribed purposes, and other mineral which the Central Government may, by notification 

in the Official Gazette, declare to be a minor mineral.  

Minor Minerals are administered by the Environment and Forest department, Assam 

4.2 Important Definitions 

 

(i) Minerals:Minerals include all minerals except oil.[Section 3(a)] 

(ii) Mining Lease:Mining lease means a lease granted for the purpose of undertaking 

mining operations, and includes a sub-lease granted for such purpose. [Section3(c)]. 

(iii) Mining Operation:Mining Operations mean any operation undertaken for the 

purpose of winning any mineral. [Section 3(d)] 

(iv) Prospecting License:Prospecting license means a license granted for the purpose of 

undertaking prospecting operations. [Section 3(g)] 

(v) Reconnaissance Permit:Reconnaissance permit means a permit granted for the 

purpose of undertaking reconnaissance operations. [section 3(hb)] 

 

4.3 Periods for reconnaissance permit or prospecting licence or 

Mining Lease (ML) 

As per section 7 of the Act, a reconnaissance permit or prospecting licence shall not exceed 3 

years. These licences are subject to renewal provided total period does not exceed five years. 

As per section 8(1) of the Act, the maximum period for which a mining lease may be granted 

shall not exceed 30 years, the minimum period shall not be less than 20 years. As per section 

8(2) a mining lease may be renewed for a period not exceeding 20 years. 
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4.4 Execution of Lease Deed and payment of Stamp Duty  

A separate lease deed in respect of such other covenants, terms and conditions as per prescribed 

format between the GoA and the Leaseholder before commencement of mining operation 

should be executed.  

The Stamp Duty to be paid for the PML Deed, is assessed as per the Indian Stamp Act, 1899 

applicable in Assam. Section 26 of the said Act provides that for mining lease it would suffice 

the royalty estimated by the Collector for the purpose of levy of stamp duty. 

4.5 Registration of Lease Deed 
 

Section 17(1) (d) of the Registration Act, 1908 requires that the deed conveying lease hold 

rights for the period beyond one year should be registered. Further, Section 49 of the Act 

stipulates that any un-registered document may not be treated as evidence of contract in a suit 

for specific performance. Requisite registration fee should be payable to the Government 

Account at the time of registration of lease deed. 

4.6 Survey of leased areas 
 

Rule 33 of MCR, also provides that when a mining lease is granted, arrangements shall be made 

by the State Government at the expenses of the lessee for survey and demarcation of the area 

granted under lease. 

4.7 Cancellation of lease of inoperative mines 

 

Under Rule 28 of the MCR, 1960, where the mining operations are not commenced within a 

period of two years from the date of execution of the lease, or are discontinued for a continuous 

period of two years after commencement of such operations, the State Government shall, by an 

order, declare the mining lease as lapsed and communicate the decision to the lessee. Where a 

lessee is unable to commence the mining operation within a period of two years from the date 

of execution of the mining lease, or discontinues mining operations for a period exceeding two 

years for reasons beyond his control, he may submit an application to the State Government, 

explaining the reasons for the same, at least three months before the expiry of such period. 

The State Government may on receipt of an application made and on being satisfied about the 

adequacy and genuineness of the reasons for the non-commencement of mining operations or 

discontinuance thereof, extending or refusing to extend the period of the lease. 
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4.8 Transfer of mining lease  

 

Rule 37 of MCR stipulates that the lessee may transfer the mining lease with the previous 

consent of the State Government and the same may not be allowed by the Government unless 

the transferee has accepted all the conditions and liabilities which the transferor was having in 

respect of such mining lease. 

Further, as per Rule 47 of MCR, every transferee of a mining lease shall, within one month of 

such transfer, inform the State Government regarding terms and conditions of such transfer. 

Rule 62 of MCR, provides that the holder of mining lease shall intimate to the State 

Government within sixty days any change that take place in his name, nationality or other 

particulars. 

4.9 Payment of Royalty on Mineral  

 

Under the Section 9 of the MMDR Act, 1957, the holder of a mining lease is required to pay 

royalty on removal or consumption of the mineral from the lease area at the rate for the time 

being specified in the Second Schedule of the Act.  

Under the Sixth Schedule of the Constitution of India, the District Councils are entitled to such 

a share of royalty, which would belong to them without being routed through the Consolidated 

Fund of the State. The Hill Areas Department, GoA prescribed (01.01.1983) the procedure for 

payment of shares of royalty of minerals to District Councils and instructed that 60 per cent of 

the due royalty would be paid by the leaseholders straightaway into the relevant receipt head of 

account of the concerned District Council and the balance 40 per cent would be paid into 

receipt head of account of the State Government. The Director of Geology and Mining may 

periodically verify that the leaseholders pay due royalty to the District Councils and the State 

Government accordingly, in time. 

4.10 Payment of Dead Rent 
 

Dead rent is a deterrent against the tendency of leaseholders of mining lease from keeping the 

minerals resources idle. In the mining sector, there is a possibility that a lessee may deliberately 

prevent his competitor from accessing the mineral bearing land, thereby preventing production 

of minerals leading to artificial scarcity and also depriving the State Government from the 

royalty revenue which may accrue normally. Therefore, dead rent has some relationship with 

economic values of mineral resources which are kept idle by the lessees.  
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Under section 9A of the MMDR Act, 1957, the holder of a mining lease shall be liable to pay 

either royalty, or the dead rent in respect of leased area, whichever is higher as per the rates of 

dead rentnotified by the Central Government time to time. 

Year Rates (per hectare per year w. e. f. 

01.09.2014) 

2nd year 400 

3rd& 4th year 1000 

5th year onwards 2000 

 

4.11 Payment of Surface Rent  
 

As per Rule 27 (d) of MCR, the lessee shall pay, for the surface area used by him for the 

purpose of mining operations, surface area used by him for the purposes of mining operations, 

surface rent and water rate at such rate, not exceeding the land revenue, water and cesses 

assessable on the land, as may be specified by the State Government in the lease. 

4.12 Rate of interest for delay payment of Royalties, Dead rent, Surface 

rent, fee, etc. 
 

As per Rule 64A of the MCR, 1960 framed under the MMDR Act, simple interest at the rate of 

24 per cent per annum may be charged on any rent, royalty or fee from the sixtieth day of 

expiry of due date to till date of payment. 

4.13 Return and Assessment 
 

The GoA fixed (22.07.1988) 10th day of each calendar month as the last/due date for payment of 

royalty, rent, fee, etc. on minerals produced during the preceding month. 

4.14 District Mineral Foundation (DMF) Trust  

 

Section 9B of the MMDR Act, 1957 as inserted by Amendment Ordinance 2015, provides 

establishment District Mineral Foundation (DMF), a non-profit body with effect from 12 

January 2015 in any district affected by mining related operations. The GOI notified2 (17 

September 2015) the Mines & Minerals (Contribution to District Mineral Foundation) Rules, 

2015 effective from 12 January 2015. As per Rules, every holder of a mining lease or 

prospecting licence cum mining lease shall in addition to the royalty, pay to the DMF of the 

District in which the mining operations are carried on, an amount @ 10 per cent of the royalty 

paid (for which lease licence granted on or after 12 January 2015) or @ 30 per cent of the 

royalty paid in respect of mining lease granted before 12 January 2015. 

                                                           
2  Notification No. GSR 715 (E) dated 17.09.2015 
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The main objective of the DMF is to work for the interest and benefit of persons and areas 

affected by mining related operation in such manner as may be prescribed by the State 

Government. 

 

The GoA accorded approval3 (26 August 2016) for constitution of the District Mineral 

Foundation (DMF) Trust. The Secretary to GoA, Mines and Mineral Department was 

authorised to sign the Deed on behalf of the Settlor and the Department of Mines and Minerals 

was authorised to take all necessary action in this regard. 

 

4.15 National Mineral Exploration Trust (NMET) Fund 

 

Section 9C of the MMDR Act, 1957 as inserted by Amendment ordinance 2015, provides for 

setting up of a National Mineral Exploration Trust (NMET) as a non-profit body with effect 

from 12 January 2015. This trust is to be funded by a payment equivalent to 2 per cent of the 

royalty paid by the lessee as per the second schedule of the Act. Pursuant to this provision GOI 

notified4 (14 August 2015) the National Mineral Exploration Trust Rules, 2015 and set up5 (14 

August 2015) the National Mineral Exploration Trust (NMET). 

The main objective of the trust is to carry out regional and detailed exploration activities 

including special studies for mineral development, sustainable mining adoption of advanced 

scientific technological practices and mineral extraction metallurgy, etc.  

The GOI instructed6 (14 September 2015) that all payments of royalty must be collected along 

with NMET fund component @ 2 per cent of the royalty and no royalty payment should be 

accepted without the mandatory contribution towards the NMET fund. The liability of payment 

towards NMET fund accrues from 12 January 2015 on all royalty payments. Therefore, the 

amount due towards the NMET fund needs to be collected from the lessee with effect from 12 

January 2015. 

 

  

                                                           
3 Notification No. PEM.40/2015/101 dated 26.08.2016 
4  Notification No. GSR 632 (E) dated 14.08.2015 
5  Notification No.633 (E) dated 14.08.2015 
6  Letter no. F. No. 6/1/2015-NMET dated 14.09.2015 
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CHAPTER V 

 

 INTERNAL CONTROL  

5.1                Components of Internal Control 
 

Internal control is designed to provide reasonable assurance that the entity’s general objectives are 

being achieved. Therefore, clear objectives are prerequisite for an effective internal control process. 

Internal control consists of five inter-related components i.e. control environment, risk-assessment, 

control activities, information and communication and monitoring. The Control environment is the 

foundation for the entire internal control system. It provides the discipline and structure as well as 

the climate, which influences the overall quality of internal control. It has overall influences on 

how strategy and objectives are established and control activities are structured. Having set clear 

objectives and established an effective control environment, an assessment of the risks facing the 

entity as it seeks to achieve its objective provides the basis for developing an appropriate response 

to risk. 

The major strategy for mitigating risk is through internal control activities. Corrective actions are 

necessary complement to internal control activities in order to achieve the objectives. Control 

activities and corrective actions should value for money. Their cost should not exceed the benefit 

resulting from them. 

Effectiveness information and communication is vital for an entity to run and control its operations. 

Entity management needs access to relevant, reliable, timely communication related to internal as 

well as external events. Information is needed throughout the entity to achieve its objectives. 

Finally, since internal control is a dynamic process that has to be adopted continuously to the risks 

and changes an organization faces, monitoring of the internal control system is necessary to ensure 

that the internal control remains tuned to the changed objectives, environment, resources and risks. 

5.2 Roles and Responsibilities 

 

Everyone in an organization has some responsibilities for internal control. Commissioner of Taxes 

is directly responsible for all activities of the organization, including the internal control system. 

His responsibilities vary depending on his function in the organization and the organization’s 

characteristics. 

Internal auditors examine the effectiveness of internal control and recommended improvement, but 

they don’t have primary responsibility for establishing or maintaining it 
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Internal auditors examine the effectiveness of internal control and recommended improvement, but 

they don’t have primary responsibility for establishing or maintaining it. Staff members contribute 

to internal control as well. Internal control is an explicit or implicit part of everyone’s duties. All 

staff members play a role in effecting control and should be responsible for reporting problems or 

operations, non-compliance with the code of conduct or violation of policy. External parties also 

play an important role in the internal control process. They may contribute in achieving the 

organisation’s objectives, or any provide information useful to effect internal control. However 

they are not responsible for the establishment or operation of the organisation’s internal control 

system. 

Supreme Audit Institutions (SAIs) encourage and support the establishment or effective internal 

control in the government. The assessment of internal control is essential to the SAI’s compliance, 

financial and performance audit. SAI’s should communicate their findings and recommendations to 

the departments. 

External Auditors audit Government departments. They and their professional bodies should 

provide advice and recommendations on internal control. 

5.3 Roles and Responsibilities of Audit 

Ordinarily, audit will see that the internal procedures adequately secure correct and regular 

accounting of demand, collection and refunds, that no amounts due to Government remain 

outstanding in it’s books without sufficient reason and that the claims are perused with due 

diligence and are not abandoned or reduced except with adequate justification and with proper 

authority. 

To some of the most important function of the audit and area of audit concern in relation to 

assessment and refunds is to satisfy itself by such test checks as it may consider necessary that the 

internal procedures adequately provided for and actually ensure. 

(i) The collection and utilisation of data necessary for the computation of the demand or refund 

under law. 

(ii) Computation and realisation of various fees, rents, royalties. are in accordance with the 

application of laws. 

(iii) Prompt raising of demands in the manners as prescribed by law. 

(iv) Regular accounting of demands, collection and refund. 

(v) Correct accounting of collections and deposit of the same to proper head of Government 

account. 

(vi) That the relevant and requisite records are being maintained properly; 

(vii) Proper arrangements are in place to safeguard against negligence or omission to levy or collect 

taxes or to authorise refunds. 

(viii) Adequate control and monitoring mechanisms have been devised to prevent loss or leakage of 

revenue; 

(ix) That there has not been any loss or leakage of revenue on account of lacunae or loopholes in 

the rules framed for the purpose or on 
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CHAPTER VI 

 

Audit Check and records to be checked 

 

6.1 Issues to be examined in audit 

 

It should be seen that 

 Details of proceedings of SGPB meeting 

 Details report regarding achievement of target of programme set out in previous meeting of 

SGPB 

 Position of fund allocated to achieve the target 

 Outcome of mineral investigation carried out 

 Use of mineral investigation outcome  

 Reason of non-achievement of target, if any 

 Application for permit/ license has been made in the prescribed format 

 Every such application has been accompanied by prescribed fee 

 Refusal to grant permit/license/lease after giving an opportunity of being heard and for 

reason to be recorded in wring and communicated to the applicant 

 All the conditions prescribed at the time of issuing permit/license/lease have been 

complied with 

 The leasee has deposited  prescribed statutory fee in time 

 Deed for mining lease has been executed after paying proper stamp duty and registration 

fee 

 In the case of breach of any condition, the State Government has initiated appropriate 

action 

 Returns in proper form are being submitted in time 

 Adequate systems and procedures exit for the computation and realisation of various 

fees, rents, royalty, etc. 

 Adequate control and monitoring mechanisms have been devised to prevent loss or 

leakage of revenue 

 The relevant records have been maintained properly 

 The mining operations are in accordance with the mining plans 

 Environment clearance required from the Ministry of Environment and Forest, 

Pollution Control Board 
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6.2 Issues to be examined in audit 

 

The following records to be checked in audit- 

 Minutes of SGPB meetings 

 Details of target set in meetings 

 Position of Budget allotted and expenditure incurred for Mineral investigation  

 Report of Mineral Investigation 

 Laboratory sample test report 

 Utilisation of machineries, equipment and Human resources 

 Register of applications for permits, license, lease 

 Register of security deposit 

 Register of receiving statutory fees 

 Demand, Collection and Balance (DCB) Register/ Statement 

 Mining Lease Dead, deposit challans of stamp duty & registration fee 

 Register of receipt of monthly returns 

 Deed Rent Register  

 Surface Rent Register 

 Register of royalty 

 Register of refunds 

 Register of demand and collection of mining revenue 

 Correspondence files with the State Government and the lease holders 

 Assessment of royalty files  

 Files relating to different circulars, notifications, instruction, issued time to time 

 Cross checking of reports/returns received from licensees/Lessees relating to 

productions, royalty paid etc. with their respective Annual accounts/Report. 
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