PREFACE

This Report for the year ended 31 March 2010 has lprepared for
submission to the Governor under Article 151 (2)haf Constitution.

The audit of revenue receipts of the State Goveminge conducted
under Section 16 of the Comptroller and Auditor &alfis
(Duties, Powers and Conditions of Service) Act, L19This Report
presents the results of audit of receipts compgistommercial tax,
state excise duty, taxes on vehicles, land reveather tax receipts,
mining receipts and other non-tax receipts of ttegeS

The cases mentioned in this report are those wdaafe to notice in the
course of test audit of records during the year92DD as well as those
noticed in earlier years but not covered in the/jones years’ Reports.



OVERVIEW

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

. General |

The total receipts of the State Government for the year amounted
to ¥ 41,394.67 crore against ¥ 33,577.21 crore for the previous year.
Fifty seven per cent of this was raised by the State through
tax revenue X 17,272.77 crore) and non-tax revenue (X 6,382.04 crore).
The balance 43 per cent was received from the Government of India as
State share of divisible union taxes (X 11,076.99 crore) and grants-in-aid
(X 6,662.87 crore).

(Paragraph 1.1)

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

(Paragraph 1.5.1)

1. Commercial Tax |

Non-recovery of tax of ¥ 102.28 crore from closed units.
(Paragraph 2.11)

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

(Paragraph 2.12)

Non/Short levy of tax resulted in short realisation of tax of ¥ 2.26 crore.
(Paragraph 2.13)

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

(Paragraph 2.14)

Non/Short levy of entry tax resulted in non-redisation of revenue
of X 92.81 lakh.

(Paragraph 2.15)
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[1Il. _ State Excise |

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

(Paragraph 3.7)
Non-realisation of excise duty and penalty of X 1.35 crore in inadmissible
wastage of spirit, liquor and beer.
(Paragraph 3.8)
Non-realisation of excise duty due to non-disposal of spirit/foreign
liquor-X 2.52 crore.
(Paragraph 3.9)
Non-levy of penalty of ¥ 1.15 crore for non-maintenance of minimum stock of
spirit at distilleries.
(Paragraph 3.10)

[IV. Taxes on Vehicles|
Tax and penalty of X 14.93 crore was not realised on 3,893 vehicles.
(Paragraph 4.7)

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

(Paragraph 4.8)

Failure of detect delay in payment of tax resulted in non-realisation of penalty
of X 25.24 |akh.

(Paragraph 4.11)

V. Land Revenue |

A review of “Land revenue receipts in Madhya Pradesh”reveaed the
following:

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

(Paragraph 5.2.7)

° Non-realisation of revenue of I 66.09 crore due to absence of time
limit for instituting RRCs after demands have been established.
(Paragraph 5.2.8)
° Non-realisation of lease rent of I 1.51 crore due to lack of provision of
time limit for executing of lease deed after allotment of nazul land.

(Paragraph 5.2.9)
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Non-realisation of revenue of ¥ 6.63 crore due to non-recovery of
provisional premium and ground rent and non-finalisation of the cases
of alotment of land.

(Paragraph 5.2.10)
Non-existence of monitoring mechanism for execution of sanctions
resulted in loss of ground rent of ¥ 6.89 lakh.

(Paragraph 5.2.11)
Absence of any monitoring mechanism at Collectorate level resulted in
non-realisation of process expense of ¥ 5.03 crore.

(Paragraph 5.2.13)
There was loss of revenue of ¥ 59.13 crore due to allotment of land at
throw away prices in contravention of Revenue Code guidelines.

(Paragraph 5.2.16)
Non-raising of demand of installment of premium resulted in non-
realisation of ¥ 132.50 crore.

(Paragraph 5.2.17)

Non-levy of interest resulted in non-realisation of I 2.70 crore.
(Paragraph 5.2.18)
Land diverted for commercial purposes was treated as residential
resulting in short realisation of rent/premium of I 1.38 crore.
(Paragraph 5.2.20)
The exchequer was deprived of revenue of ¥ 28.09 crore due to non-
levy/deposit of service charge and interest.
(Paragraph 5.2.26)

VI,

Stamp duty and registration fee |

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

(Paragraph 6.2)

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

(Paragraph 6.3)

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

(Paragraph 6.4)

Xi
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Short levy of stamp duty and registration fee of ¥ 1.46 crore on instruments of
power of attorney due to incorrect application of rates.

(Paragraph 6.5)

Non-realisation of ssamp duty and registration fee of ¥ 1.29 crore due to non-
reimbursement by NVDA.

(Paragraph 6.6)

|VIl. Entertainment duty |

Non-recovery of entertainment duty from cable operators resulted in
non-realisation of revenue of ¥32.77 lakh.

(Paragraph 7.2)

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

(Paragraph 7.3)

|VIII. Electricity duty |

A review of “Levy and collection of electricity duty, fees andcess revealed
the following:

) Blocking of revenue due to irregular retention of Government money
by DISCOMs ¥ 997.39 crore.

(Paragraph 8.2.8.1)

° Inaction of the department resulted in non-levy of electricity duty
of ¥ 3.73 crore.

(Paragraph 8.2.8.2)

° Absence of provision for submission of check list to verify the
electrical consumption resulted in short realisation of duty
of ¥ 10.97 crore.

(Paragraph 8.2.9)

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

(Paragraph 8.2.11)

° Lack of provision for security deposit resulted in non-levy of duty
of ¥ 3.15 crore.

(Paragraph 8.2.12)

Xii
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| Non-Tax Revenue |

[IX. Mining receipts |

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

(Paragraph 9.10)
Tax collected but not deposited in Government account- ¥ 133.18 crore.

(Paragraph 9.11)
Short realisation of royalty of ¥ 7.74 crore.

(Paragraph 9.12)

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

(Paragraph 9.14)

Xiii



CHAPTER - |
GENERAL

111 Trend of revenuereceipts |

111 The tax and non-tax revenue raised by the @owvent of
Madhya Pradesh during the year 2009-10, the Stsitwlise of net proceeds
of divisible Union taxes and duties assigned toteSteand grants-in-aid
received from the Government of India during tharyand the corresponding
figures for the preceding four years are mentidmeldw:

®incrore)
S.No. | Particulars | 200506 | 2006-07 | 2007-08 | 200809 | 2009-10

1 Revenueraised by the State Government
e Taxrevenue 9,114.70 10,473.03 12,017.64 13,613.50 17,272.77
e Non-tax 2,208.20| 2,658.46 2,738.18 3,342.86 6,382.04
revenue
Total 11,322.90 | 13,131.59 | 14,755.82 | 16,956.36 | 23,654.81
2. Receipts from the Gover nment of India

« Share of net| 6,341.35| 8,088.54 10,203.30 10,767(14 11,076/99
proceeds of
divisible
Union taxes
and duties

e Grants-in- 2,932.54 4,474.1% 5,729.41 5,85371 6,662.87
aid
Total 9,273.89 | 12,562.69 | 15,932.91 | 16,620.85 17,739.86

3. Total receipts 20,596.79 | 25,694.28 | 30,688.73 | 33,577.21 41,394.67
of the State
(1and 2)

4. Per centage of 55 51 48 50 57
1to3

The above table indicates that during the year 2(0)3he revenue raised by
the State Government was p&r centof the total receiptX(41,394.67 crore)
against 5(Qoer centin the preceding year. The balancep&® centof receipts
during 2009-10 was from the Government of India.

! For details please see statement No. 11: “Detailedusts of revenue by minor
heads” in the Finance Accounts of the Government of MadhydeBhafor the year
2009-10. Figures under the head “0021-Taxes on income otherctnporation
tax - Share of net proceeds assigned to States” booked iRirthace Accounts
under A-Tax revenue have been excluded from the revenue raysék bState
and included in the State’s share of divisible Union taxesisnstatement.
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1.1.2 The following table presents the details of taxenue raised during
the period from 2005-06 to 2009-10:

®Rincrore)
Sl. Head of 2005-06 2006-07 2007-08 2008-09 2009-10 Per centage of
No. revenue increase (+)/
decrease (-) in
2009-10 over
2008-09
1. Tax/VAT on 4,508.42 5,261.41 6,045.07 6,842. 99 7,723/82 248yL
sales, trade etc.
2. State excise 1,370.3 1,546.68 1,853)83 2,31} 92,951.94 (+) 28.24
3. Stamp duty and  1,009.48 1,251.10 1,531.54 1,479.29 1,783J15 ($940
Registration fee
4. Taxes on good 578.58 744.60 916.44 1,332. 5[ 1,332.88 (+) 0j02
and passengers
5. Taxes on 556.02 634.30 702.62 772.56 919.01 (+) 18.96
vehicles
6. Taxes and 842.27 714.55 626.08 343. 06 2,146.49 (+) 525/69
duties on
electricity
7. Land revenue 77.16 132.21L 129.15 338.184 180.03 (-) 46.87
8. Other taxes on 153.08 163.81 185.02 172.29 203.92 (+) 18.36
income and
expenditure -
tax on
professions,
trades, callings
and
employments
9. Other taxes and 14.15 19.55 20.10 20. 24 19.20 (-)5.28
duties on
commodities
and services
10. | Hotel receipts 5.37| 4.92 7.7p 9. §7 12.p0 e-1e
11. | Taxeson (-)0.212 - - - 0.12 -
immovable
property other
than
agricultural
land
Total 9,114.70 | 10,473.13 | 12,017.64 13,613.50 | 17,272.77

The following reasons for variation were reporteg the concerned
departments:

State excise- The increase of 28.3#r centwas stated to be due to increase in
receipt of licence fee of country liquor shops.

Stamp duty and registration fee- The increase of 20.5der centwas stated
to be mainly due to increase in sale of non-judisiamps.

Taxes on vehicles The increase of 18.9fer cent was attributed to
computerisation and intense campaign for recoved; &so due to revision
in rates of tax.

Taxesand dutieson electricity- The increase of 525.G%r centwas stated to
be due to the recovery and deposit of outstandiagnue of the last two years
during the current year.
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Land revenue-- The decrease of 46.§%r centwas stated to be due to less
receipts of land revenue.

Tax on professions, trades, callings and employment- The increase of
18.36 per centwas attributed to the increase in salaries follgwitne
recommendations of the Sixth Pay Commission.

Hotel receipts- The increase of 26.1per centwas attributed to the expiry
of exemption period of new hotels.

The other Departments did not inform (December 20th@ reasons for
variation, despite being requested (April 2010).

1.1.3 The following table presents the details of majmm-tax revenue
raised during the period 2005-06 to 2009-10:

®Rincrore)
Sl. Head of revenue 2005-06 2006-07 2007-08 | 2008-09 | 2009-10 | Percentage of
No. increase (+)/
decrease (-) in
2009-10 over
2008-09
1. Non-ferrous mining 815.31 92391 1,125.39 1,361.08 1,590447 (+) 16.85
and metallurgical
industries
2. Forestry and wildlife 490.4( 536.50 608.89 685/6 802.00 (+) 16.98
3. Miscellaneous 21.30 736.58 374.6( 380.1f 399.12 (+) 498
general services
4. Other non-tax 152.02 159.30 220.17 580.56 2,068.46 (+) 256,29
receipts
5. Interest receipts 527.20 132.73 20698 163{ 29284103 (+) 686.35]
6. Other administrative 67.20 59.55 68.15 55.58 80.94 (+) 45.p3
services
7. Major and medium 29.57 29.82 37.42 37.08 56.75 (+) 53.p5
irrigation
8. Police 26.16 24.24 25.08 23.43 41.98 (+) 77,66
9. Public works 53.08 16.39 20.33 21.74 2737 @5.90
10. | Medical and publid 11.73 20.88 21.93 20.88 21.84 (+) 4.60
health
11. | Co-operation 14.23 18.54 29.29 13.25 9|08 347
Total 2,208.20 | 2,65846 | 2,738.18 | 3,342.86 | 6,382.04

The following reasons for variation were reportegg the concerned
Departments:

Non-ferrous mining and metallurgical industriess The increase of
16.85per centwas stated to be due to revision of royalty onamajinerals
and constant vigil and monitoring by the Department

Other non-tax receipts- The increase of 256.2%r centwas stated mainly
due to increase in receipts on account of elettriproduced from
Sardar Sarovar Project.

Interest receipts- The increase of 686.3%r centwas stated mainly due to
increase in receipts of interest on loan to MadPsadesh Electricity Board.

Co-operation- The decrease of 31.4&r centwas stated to be due to decrease
in audit fee and weak financial position of co-@ise societies.
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The other departments did not inform (December 20b@ reasons for
variation, despite being requested (April 2010).

| 1.2 Response of the Departments/Gover nment towar ds audit \

The succeeding paragraphs 1.2.1 to 1.2.6 discussréBponse of the
Departments/Government towards audit observatiecsmmendations.

1.2.1 Failure of senior officials to enforce accountability and
protect the interest of the State Gover nment

The Accountant General (Works & Receipt Audit), Mgd Pradesh (AG)
conducts periodical inspection of the Governmenpddenents to test check
the transactions and verify the maintenance ofitmgortant accounts and
other records as prescribed in the rules and puvesd These inspections are
followed up with the inspection reports (IRs), inmorating irregularities
detected during the inspection and not settledhenspot, which are issued
to the heads of the offices inspected with copiethé next higher authorities
for taking prompt corrective action. The headshef offices/Government are
required to promptly comply with the observatiomentained in the IRs,
rectify the defects and omissions and report campk through initial reply
to the AG within one month from the date of isstithe IRs. Serious financial
irregularities are reported to the heads of the dbepents and the
Government.

Inspection reports issued up to December 2009 afied that 15,608
paragraphs involvingg 9,862.06 crore relating to 5,040 IRs remained
outstanding at the end of June 2010 as mentionéalvbalong with the
corresponding figures for the preceding two years.

June 2008 June 2009 June 2010
Number of outstanding IRs 6,251 6,201 5,040
Number of outstanding audit 19,693 19,731 15,608
observations
Amount involved X in crore) 5,255.99 5,319.01 9,862.06

The Department-wise details of the IRs and audgeokations outstanding
as on 30 June 2010 and the amounts involved aréaned below:

Sl Name of the Natur e of Number of Number of M oney
No. Department receipts outstanding | outstanding value
IRs audit involved

observations | (Xincrore)

@ 2 3 4) © (6)

sales, tradetc

2. | Energy Electricity 76 275 1,833.81
duty

3. | State excise Entertainment 204 333 18.28
tax
Excise duty 336 1,065 596.74
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1) ) ©) (4) ) (6)
4. | Revenue Land revenue 1,584 4,282 2,683
5 | Transport Taxes on 350 1,780 314.59
motor vehicles
6 | Stamps and Stamp duty 635 1,606 126.75
registration and
registration fee|
7 | Mines and geologyl Royalty and 294 1,009 2,654.81
rent
8. | Forestand Forest produce 353 629 846.24
environment receipts
9. | Food and civil Other non-tax 122 267 17.22
supplies receipts
10. | Agriculture 140 317 16.30
11. | Co-operative 98 246 40.4
Total 5,040 15,608 9,862.06

27

Even the first replies required to be received fiitwn heads of offices within
one month from the date of issue of the IRs werereceived for 197 IRs
issued up to December 2009. This large pendenctheflRs due to non-
receipt of the replies is indicative of the facattihe heads of offices and

heads of the Departments failed to initiate acttonrectify the defects,

omissions and irregularities pointed out by the iAGhe IRs.

It isrecommended that the Government takes suitable steps to install an
effective procedure for prompt and appropriate response to audit
observations as well as taking action against officials/officers who fail to
send replies to the IRs/paragraphs as per the prescribed time schedules
and also fail to take action to recover loss/outstanding demand in a time

bound manner.

11.2.2 Departmental audit committee meetings |

The Government set up audit committees (duringouariperiods) to monitor
and expedite the progress of the settlement ofaliRs paragraphs in the IRs.
The details of the audit committee meetings heldhduhe year 2009-10 and
the paragraphs settled are mentioned below:

®incrore)
Head of revenue Number of Number of Amount
meetings held paragr aphs settled
Commercial tax 05 585 24.1(Q
Mining 02 186 7.90
Stamp duty and 03 365 15.08
registration fees
State excise 02 171 60.54
Land revenue 01 138 26.85
Forest 03 164 108.51
Total 16 1,609 242.98
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Above table shows that the settlement of outstapdaragraphs has not been
satisfactory in the case of Mining and State Exdspartments. This was
mainly due to non-production of relevant recordstley Departments during
the audit committee meetings.

11.2.3 Non-production of recordsto audit for scrutiny |

The programme of local audit of Commercial Tax, Movehicle Tax, State
Excise, Stamp duty and Registration fee, Land Reweand Mining Receipts
offices is drawn up sufficiently in advance andirrdtions are issued,
usually one month before the commencement of atalithe Department to
enable them to keep the relevant records readgudit scrutiny.

During 2009-10, as many as 539 assessment filgistees and other relevant
records relating to 83 offices were not made ablldo audit. In 192 cases,
tax involved wast 106.31 crore and in the remaining cases the ttectef
could not be computed. Year-wise break up of sases are given below:

®Rincrore)
Name of Year in which Number of Number of Revenue
Department it wasto be assessment casesin which involved
No. of offices audited cases not revenue
audited involved could
be ascertained
Commercial Tax 2009-10 192 192 106.31
13
Motor Vehicle 2009-10 13 - -
Tax
05
State Excise 2009-10 12 - -
04
Stamps and 2009-10 23 - -
Registration
13
Land Revenue 2009-10 274 - -
42
Mining 2009-10 25 - -
06
Total 539 192 106.31

| 1.2.4 Response of the Departmentsto the draft audit paragraphs \

The draft audit paragraphs proposed for inclusionthe Report of the
Comptroller and Auditor General of India are forded by the audit office to
the Principal Secretaries/ Secretaries of the Dearts concerned, drawing
their attention to the audit findings and requestimem to send their response
within six weeks. The fact of non-receipt of repli'Tom the department is
invariably indicated at the end of each paragraptuded in the Audit Report.

79 draft paragraphs (clubbed into 57 paragraphsludied in this Report
were sent to the Principal Secretaries/Secretanésthe concerned
Departments. Their replies have not been receiv@dcémber 2010).
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The paragraphs pertaining to these Departments haea included in this
Report without the response of the Departments.

11.2.5 Follow up on Audit Reports - summarised position |

The Report of the Comptroller & Auditor Generalloélia for the year ended
31 March 2009 (Revenue Receipts) was laid on thie taf Vidhan Sabhan
12 March 2010. Reports for the years 2005-06 to/ZI® have been partly
discussed by the Public Accounts Committee (PAGE fecommendations of
the PAC have been received for Audit Reports parigito different years.

Action taken reports (ATN) on the PAC recommendaiaipto 1992-93
have been received. In respect of Audit Reports1f83-94 and thereafter,
ATNs have not been received from the concerned Depats although
instructions of November 1994 issued by the Staegidlature Affairs

Department stipulate that these should be issu#dnagix months from the
date of recommendations by the PAC.

11.2.6 Compliance with the earlier Audit Reports |

During the years between 2004-05 and 2008-09, thepaBments/
Government accepted audit observations invol&ng69.19 crore of which
onlyX 12.60 crore has been recovered till 31 March 2@0fentioned below:

®incrore)
Year of the Total money value | Accepted money Amount
Audit Report of the Report value recovered
2004-05 41.96 13.24 0.28
2005-06 85.85 32.56 242
2006-07 318.57 288.61 1.938
2007-08 623.43 421.89 4.86
2008-09 1,339.50 112.89 3.11
Total 2,409.31 869.19 12.60
1.3 Analysis of the mechanism for dealing with the issues raised
by audit

In order to analyse the system of addressing theess highlighted in the
Inspection Reports/Audit Reports by the Departm@usgernment, the action
taken on the paragraphs and reviews included inAiheit Reports of the
last 10 years in respect ofe Department is evaluated and included in each
Audit Report.

The succeeding paragraphs 1.3.1 to 1.3.2.2 digtesperformance of the
Forest Department to deal with the cases detected in the coursecafl ludit

conducted during the last 10 years and also thescascluded in the
Audit Reports for the years 1999-2000 to 2008-09.
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|1.3.1 Position of Inspection Reports |

The summarised position of inspection reports idsuéuring the
last six years, paragraphs included in these repmnd their status as on
31 March 2010 are tabulated below:

®incrore)
Year Opening balance Addition during the year Clearance during the year Closing balance during the year
IRs Para- Money IRs Para- Money IRs Para- Money IRs Para- Money
graphs Value graphs Value graphs Value graphs Value
upto 603 1,788 77,763.46 51 15 15,181.66 18 117 1,B878.2 636 1,829 91,666.84
2003-04
2004-05 636 1,829 91,666.8p 56 205 22,142142 27 1995,266.01 664 1,835 1,08,543.27
2005-06 664 1,835 1,08,543.2)7 181 554 41,559128 123 534 52,311.75 692 1,85 97,790.80
2006-07 692 1,855 97,790.8D 27 14 8,325.05 71 57 2,465.99 648 1,672 93,649.86
2007-08 648 1,672 93,649.86 64 161 16,112{22 30 1 ¥531,719.24 582 1,384 78,042.84
2008-09 582 1,382 78,042.84 46 138 20,773)85 55 6 PB828,209.91 473 1,124 70,606.78
2009-10 473 1,124 70,606.78 e 229 39,820/90 26 5 B315,347.98 420 1,014 95,079.70

Out of 335 paragraphs cleared during the year 20971 paragraphs were
cleared by the field audit parties in compliancehsf orders/norms issued by
the AG and by the staff at headquarters on theshasieplies received from
the Department. Remaining 164 paragraphs wereeddtil Audit Committee
meetings held with the joint efforts made by the &l the Department.

1.3.2 Assurance given by the Department/Government on the
issues highlighted in the Audit Report

11.3.2.1 Recovery of accepted cases |

The position of paragraphs included in the Audip&#s of the last 10 years,
those accepted by the Department and the amouoverssd are mentioned

below:
®incrore)
Year of AR | Number of Money Number of M oney Amount Cumulative
paragraphs | valueof the | paragraphs value of recovered position of
included paragraphs | accepted accepted during the | recovery of
including | paragraphs year accepted
money cases
value
(2) 2 ©) 4 (5 (6) (7
1999-2000 06 6.94 01 0.58 -
2000-01 08 10.63 01 1.00 -
2001-02 02 8.46 - - - -
2002-03 04 4.86 02 4.16 -
2003-04 03 0.89 - - - -
2004-05 02 4.00 - - - -
2005-06 01 7.00 01 7.00 -
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(@) @ (©) &) (©) (6) ()
2006-07 01 36.50 01 36.50 27.59 27.59
2007-08 02 0.83 01 0.73 - -
2008-09 Review on 222.67 - 0.27 - -

Forest
receipts in
MP

For monitoring the recovery in audit observatioimspection of subordinate
offices is conducted by the Additional Principal i€th Conservator of
Forest/Chief Conservator of Forest from time toetilBesides, review of audit
paragraphs is performed by the Principal Chief @oregor of Forest
(Finance/Budget).

As shown in the above table, recovery®27.59 crore was made during
2006-07 which is abysmal. In respect of upto daisitipn of recoveries in
other accepted cases, the department has not Hachighe required
information (December 2010).

1.3.2.2 Action taken on the recommendations accepted by the
Departments/Gover nment

The draft performance reviews conducted by the A& farwarded to the
concerned Departments/Government for their infoilonatvith a request to
furnish their replies. These reviews are also dised in an exit conference
and the Department's/Government's views are indlugeile finalising the

reviews for the Audit Reports.

The following paragraphs discuss the issues hiptdid) in the review on the
Forest Department featured in the last 10 Audit dResp including

the recommendations and action taken by the Depattmon the

recommendations accepted by it as well as the Gowent.

Year of Name of the Number of Details of the Status
AR Review recommendations | recommendations
accepted
1999-2000 | Collection and | Recommendations not included in the reviews.
disposal of
tendu patta
2000-01 Extraction and
disposal of
timber
2002-03 Forest offences 02 - Specific comments
in Madhya on recommendations
Pradesh have not beer
furnished by the
Department
(December 2010).
2008-09 Forest receipts 08 - Specific comments
in Madhya on recommendations
Pradesh have not bee
furnished by the
Department
(December 2010).
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1.4 Audit planning |

The unit offices under various Departments aregmateed into high, medium
and low risk units according to their revenue posit past trends of audit
observations and other parameters. The annual pladitis prepared on the
basis of risk analysis which inter-alia includeticel issues in government
revenues and tax administration i.e. budget speethiie paper on state
finances, reports of the Finance Commission (stated central),
recommendations of the taxation reforms commitséatjstical analysis of the
revenue earnings during the past five years, feataf the tax administration,
audit coverage and its impact during past five yedc.

During the year 2009-10, the audit universe coneprisf 983 auditable units,
of which 458 units were planned, of which 449 umitre audited during the
year 2009-10 which is 45.6&r centof the total auditable units.

Besides the compliance audit mentioned above, texdopnance reviews
were also taken up to examine the efficacy of headministration of these
receipts.

|15 Resultsof audit |

|1.5.1 Position of local audit conducted duringtheyear |

Test check of the records of 449 units of Commeétabg State excise, Motor
vehicles, Forest and other Departmental officesdaoted during the year
2009-10 revealed underassessment/short levy/lossev@nue aggregating
% 3,366.12 crore in 28,674 cases. During the coaofske year, Departments
accepted underassessment and other deficienc®e4,d88.52 crore involved
in 18,071 cases which were pointed out in auditindur2009-10.
The Departments collect@d4.64 crore in 1,940 cases during 2009-10.

11.5.2 ThisReport |

This report contains 57 paragraphs (selected flmenatdit detections made
during the local audit referred to above and dusagier years which could
not be included in earlier reports) including tweviews on Land revenue
receipts and Electricity duty, fees and cess mgato short/non-levy of tax,
duty and interest, penalty etc., involving finah@éect ofX 1,469.91 crore.
The Departments/Government have accepted auditnaisms involving

% 942.89 crore out of which 3.26 crore has been recovered. The replies in the
remaining cases have not been received (Decemli@).ZDhese are discussed
in succeeding chapters Il to IX.
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CHAPTER - 1l
COMMERCIAL TAX

2.1 Tax administration |

The Principal Secretary, Commercial Tax Departmenthe administrative
head of the Department at the Government level. Toenmissioner of
Commercial Tax (CCT) is the head of the departm@&he Department is
divided in four zones, each headed by Zonal Add#ioCommissioners.
Each zone comprises of the divisional offices hdatby 13 divisional

Deputy Commissioners (DC). Under these divisionhere are 78 circle offices
headed by the Commercial Tax Officers/Assistant @gioners (CTO/AC).

2.2 Trend of receipts |

Actual receipts from VAT during the last five ye@@05-06 to 2009-10 along
with the total tax receipts during the same peisoexhibited in the following
table and graph.

R in crore)
Year Budget Actual Variation | Percentage| Total tax | Percentage
estimates | receipts | Excess (+)/ of receipts of actual
shortfall (-) | variation of the | Commercial
State Tax/VAT
receipts vis-
a-vis total
tax receipts
2005-06 4,676.00 4,508.42 (-) 167.58 (-) 3.58 9,114.70 49.46
2006-07 5,357.00 5,261.41 (-) 95.59 (-)1.y8 10,473.13 50.24
2007-08 5,700.00 6,045.07 (+) 345.97 (+)6.05 12,017.64 50.30
2008-09 6,720.00 6,842.99 (+) 122.99 (+)1.83 13,618.50 50.27
2009-10 7,894.11 7,723.82 (-) 170.29 (-)2.16  17,272.77 44.72

Receipts from VAT increased from 4,508.42 crore in 2005-06 to
% 7,723.82 crore in 2009-10 - an increase of 7h&2cent. However, the
share of VAT in total receipts declined from 50,38 cent in 2007-08 to
44.72per cent in 2009-10.
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Audit Report (Revenue Receipts) for the year ended 31 March, 2010

2.3 Assessee profile |

The Department reported that during 2009-10 thererew2,16,555
(Provisional) registered dealers, of which apprately 20,588 were large tax
payers and 1,95,967 were small tax payers. Allstegtd dealers having
turnover uptX 20 lakh or paying annual tax upgtdL0,000 are required to file
annual returns where as other dealers are reqtordide quarterly returns.
In case of dealers who failed to furnish returmsaace tax notices are issued
by the competent officer. The Department furthéorimed that the number of
returns received is not maintained at the Deparahemeadquarters.
Thus, a vital monitoring mechanism is absent inDiepartment.

|2.4 Cost of VAT per assessee |

It was stated by the Department that such datatiavailable.

2.5 Arrears in assessment |

The details of assessments relating to sales tax/pfession tax, entry tax,
luxury tax, tax on works contracts pending at thlegibning of the year,
additional cases becoming due for assessment dilmingear, cases disposed
during the year and pending cases at the end d&f gaar during 2007-08,
2008-09 and 2009-10 as furnished by the Commefi@al Department are
mentioned below:

Name of tax Opening New cases Total Cases Balance at | Percent-
balance due for assess- disposed the end of age of
assessment ments during the year column
during the due the year 5t04
year
1) 2 3) 4 ®) (6) (1)
Commercial Tax Department
Sales 2007-08 3,63,487 2,81,575 6,45,06p 3,41,769 3933, 52.98
taxIVAT 2008-09 3,03,293 3,41,838 6,45,131 3,78,096 2,67,03 58.61
2009-10 2,67,035 3,563,048 6,20,088 3,72,161 2,27,92 60.02
Profession | 2007-08 1,15,513 1,45,48] 2,60,99¢4 1,33,479 1,%7,%1 51.14
tax 2008-09 1,27,515 1,50,048 2,77,5683 1,53,188 1,54,37 55.19
2009-10 1,24,375 1,40,241 2,64,61p 1,57,988 1,86,67 59.69
Entry tax 2007-08 1,85,094 2,23,297 4,08,391 280 1,88,411 53.87
2008-09 1,88,411 2,36,999 4,25,410 2,55,054 1,80,35 59.95
2009-10 1,70,356 2,29,913 4,00,26P 2,48,587 1,21,713  62.09
Luxury tax | 2007-08 698 1,007 1,705 1,007 698 69.0
2008-09 698 1,330 2,028 1,364 664 67.26
2009-10 664 1,026 1,690 1,05% 638 62.25
Tax on 2007-08 3,501 3,211 6,712 2,965 3,747 44.17
X;”;)n”;;cts 2008-09 3,747 5,160 8,907 6,366 2,541 71.47
2009-10 2,541 6,273 8,814 6,183 2,631 70.15

Thus, there has been decrease in disposal of asseisgases relating to
luxury tax and tax on works contracts during 20098k compared to the
previous year.
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2.6 Cost of collection |

The gross collection in respect of commercial taTy expenditure incurred
on collection as furnished by the concerned Depamtrand the percentage of
expenditure to gross collection during the year97208, 2008-09 and
2009-10 along with the relevant all India averagecpntage of expenditure on
collection to gross collection for 2008-09 are n@med below:

R in crore)
Sl. Head of Year Collection | Expenditure | Percentage | All India
No. revenue on of average
collection of | expenditure | percent-
revenue on age for
collection the year
2008-09
1. | Commercial 2007-08 6,045.07 60.36 1.00
Tax/VAT 2008-09 | 6,842.99 96.23 141 088
2009-10 7,723.82 85.33 1.10

The above table indicates that the percentage pérediture on collection in
respect of commercial tax/VAT was more than the lallia average
percentage for the year 2008-09.

The Government needs to take appropriate measure® tring down the
cost of collection.

12.7 Analysis of collection |

The department informed that the analysis of ctitbecis not maintained in
the headquarters as well as in the subordinateesffi

2.8 Impact of audit |

During the last five years, audit had pointed oah/short levy, non/short
realisation, underassessment/loss of revenue, rawor exemption,

concealment/suppression of turnover, applicationinabrrect rate of tax,

incorrect computation etc., with revenue implicatiof ¥ 436.81 crore

in 4,747 cases. Of these, the department/Governnfexd accepted

audit observations in 1,237 cases involviigl02.14 crore and had since
recovere® 2.95 crore. The details are shown in the followtigje:

®in crore)

Year_of No._ of Objected Accepted Recovered

I? eu;;j cIJtrt azg:i d Eg.s :; Amount Eg.s g; Amount Eg.s g; Amount
2004-05 95 1,099 38.58 29 1.0 - -
2005-06 91 789 94.84 43 33.6)/ a7 0.71
2006-07 75 623 66.37 149 15.38 Q7 0.95
2007-08 106 1,002 55.94 519 12.12 22 0.47
2008-09 102 1,234 181.03 49y 39.97 14 0.82

Total 469 4,747 436.81 1,237 102.14 50 2.95
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The percentage of recovery as compared to the tertamases has been
abysmal over the last five years. We have broubid glaring issue to
the notice of the head of the Department as welthasFinance Secretary
of the Government.

12.9  Working of internal audit wing |

In pursuance of the Government orders dated 11 b@ct@982, 15 posts
(5 Assistant Commissioners, 5 Commercial Tax Officand 5 Assistant
Commercial Tax Officers) were sanctioned for in&rraudit in the
Department. However, due to constant increase enntimber of registered
dealers and assessment cases, establishment &f pbsts and deployment
of available staff in revenue work, system of insraudit is not working at
present in the Department.

12.10 Results of audit |

Test check of the records of 90 units relating tom@hercial Tax/
VAT revealed underassessment of tax and other ulaeities involving
¥ 365.51 crore in 1,237 cases which fall under thieviong categories.

®in crore)
Sl. No. Categories No. of cases| Amount
1. Non/short levy of tax. 398 117.22
2. Application of incorrect rate of tax. 180 10.72
3. Incorrect determination of taxable turnover. 121 8.63
4, Incorrect grant of exemption/deduction/set off. 2083 152.78
5. Other irregularities. 335 76.16
Total 1,237 365.51

During the course of the year, the department @edepnderassessment and
other deficiencies ot 122.70 crore in 551 cases, which were pointedirout
audit during the year 2009-10. An amount 0f2.11 crore was realised
in 107 cases during the year 2009-10.

A few illustrative audit observations involvirg 112.71 crore highlighting
important audit findings are mentioned in the fallog paragraphs.
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[2.11 Non-recovery of tax from closed units |

Two regionat and three circfeoffices

We observed between January
ﬁdealer holding eligibility certif@ and October 2009 that out of

(EC) for exemption from payment of| Six  dealers,  assessed/re-
tax is required to keep his industriall assessed Dbetween December
unit running during the period of | 2007 and March 2009, holding
eligibility and also for a period of five | EC ~ for ~ exemption  from
years from the date of expiry of the| Payment of tax, five dealers
period of eligibility, failing which the | failed to keep their industrial
EC shall be cancelled by the| units running during the period
District/State  level ~ Committee | Of eligibility while one dealer
(DLC/SLC) empowered to issue the| closed his industrial  unit
EC. The amount of tax exemption| Within five years after expiry
availed of by the dealer shall be| of the eligibility period.
recovered. If the circumstances| '€ assessing — authorities

warrant, such cancellaton may be (AAs), however, did not take
Q/en retrospective effect. j any action to refer the matter to

the DLC/SLC for cancellation
of ECs of such dealers.
This resulted in non-recovery of tax benefit Df102.28 crore which was
availed of by the dealers upto the period betwé1 202 and 2005-06.

After we pointed out the cases, the AAs in casethoée dealers stated
(between March and September 2009) that action dvdnd taken after
verification. In one case it was stated (August®Qabat action is being taken
for cancellation of the EC. In another case, it wiged (January 2009) that
the power to cancel the EC vests with the Industidepartment (ID).
The reply does not explain why the AA did not retlee matter to the ID for
requisite action. In the remaining one case it s@ased (October 2009) that
the EC could not be cancelled with retrospectifieatfas has been held in
several judicial decisions. The reply is not in smmance with the condition
stipulated in the exemption notification and noigial decision was furnished
in support of the contention.

We reported the matter to the Commissioner, Comialertax (CCT),
Madhya Pradesh and the Government between MarchNamdmber 2009;
their replies have not been received (December)2010

Dewas and Shajapur.
Gwalior (2) and Sagar.
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|2.12 Application of incorrect rate of

tax \

Six circle’ offices

We observed between

KI’ he Madhya PradeshVanijyik Kar\ December 2004 and March

Adhiniyam, 1994 @Adhiniyam) and the
MP VAT Act read with theCentral
Sales Tax (CST) Act, 1956and

2009 that in case of
11 dealers, assessed between
April 2003 and March 2009

notifications issued thereunder specify for the period 2001-02 to
the rates of commercial tax and VAT 2006-07, tax on the sales
Kleviable on different commodities. / turnover of% 5.52 crore was

levied at incorrect rates.

This resulted in short levy of tax &94.50 lakh including interest/penalty as

detailed below:

& in lakh)

Sl. Name of Assess- Rate Amount Observations Reply of the

No. Auditee ment appli- of short Department/

unit/ period cable/ levy of further observations
No. of applied tax
cases (per cent)

(1) 2 (©)] 4) (5) (6) ()

1. RAC, 2005-06 _13.8 75.94 Under entry no.50 df After we pointed out,
Circle | 4.0 Part-lll of Schedule-1l| the AA stated that the
Jabalpur to the  Adhiniyam, | dealer manufactured
01 towers are liable to tax and sold galvanised

at the rate of 13.®er | steel structurals
cent, whereas the AA Reply is not
levied tax on the sale of acceptable because
towers at the rate of four from the sales
per cent treating the| agreement with|
commodity as Iron &| different purchasing
Steel. This resulted in parties and balance
short realisation of ta¥ sheet it was evident
of ¥ 75.94 lakh. that the dealer had
sold towers and
parts/components
thereof and  not
galvanised stee|
structurals. The
Superintendent,
Central Excise,
Range-Il,  Jabalpu
has also confirmed
the same.

2. CTO, 2006-07 125 4.66 Under MP VAT Act,| After we pointed out,
Circle VI, 4.0 batteries and invertors the AAs stated tha
Indore are taxable at the rate ¢fthe dealer sold UP$
01 12.5 per cent. In two | and mobiles which

cases the AAs levied tax are taxable at the rate

on the sale of batteriesof four percent.
CTO, 2006-07 and invertors incorrectly Reply is contrary to
Circle 1, at the rate of foumper | the facts on record.
Jabalpur cent. This resulted in
01 short levy of tax of

T 4.66 lakh.

Gwalior, Indore-IV and XIV, Jabalpur-1 and Ill, Neemuch
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(1)

&)

®3)

()

(6)

Q)

CTO,
Circle
X1V,
Indore

01

2006-07

=
N
(4]

»
o

3.53

As per CCT, MPY
circular dated 31 July

2006 acrylic sheets arpwas
taxable at the rate of verifying purchase

12.5 per cent. The AA
in one case, howeve
levied tax on acrylic
sheets at the rate of fol
per cent. This resulted
in short levy of tax of
¥ 3.53 lakh.

After we pointed out,
the AA stated that tax
levied after]

sale bills. In view of
,the CCT's circular|
ibid, rate charged in
rthe
bills
incorrect.
reply is
acceptable.

was also
Therefore
not

CTO
Circle 11,
Neemuch

01

2001-02
2003-04
2004-05
2005-06

3.00

As per entry
no. 54 of part-lll of
schedule-ll  to  the
Adhiniyam, television

and parts thereof argof tax would have

liable to tax at the ratg
of 13.8per cent. In one
case the AA levied
tax on the sale o
TV and parts thereo
at the rate of 9.2per
cent incorrectly. This
resulted in short levy o
tax of ¥ 3 lakh.

After we pointed out,

therefore short lev:

no impact on the
exchequer. The repl
is not relevant as i
was an omission or
the part of the AA to
levy tax at the
correct rate with a

of non-adjustment o
the amount of shor
levy of tax against
the quantum  of
exemption specified
in the EC.

CTO,
Circle

118
Jabalpur
02

2001-02
2004-05

2.56

RCC pipes are include
in cement pipes whic
are taxable at the rate
13.8 per cent under
entry no. 17 of Part-Ill
of Schedule-ll to the
Adhiniyam. The AA in
case of two dealers g
RCC pipes levied tay
at the rate of]
9.2 per cent instead
of 13.8 per cent. This
resulted in short levy o
tax of¥ 2.56 lakh.

d After we pointed out,
the AA replied that
ftax was levied
correctly at the rate
of 9.2per cent. Reply
is not acceptable

f are manufactured oy

therefore, included in
goods made o
cement for which
there is a specifig
entry.

CTO,
Circle-l,
Gwalior

01

2004-05

13.

8

4.6,9.2

2.45

Tax on sale of timbe
ply and sunmica was
levied at the rate o
4.6/9.2per cent treating
the goods as packin
boxes which was no
correct because from th|
record it was eviden
that the dealer had sol
timber, ply andsunmica
severally. This resulte
in short realisation of
tax of% 2.45 lakh.

, After we pointed out,
the AA stated that the
dealer manufacture:
and sold packing

gboxes. Reply is

contradictory to the

e facts on record.

d

CTO,
Circle

118
Jabalpur
01

2004-05

ko

N

»
)

1.71

LCO is liable to tax a|
the rate of 9.2oer cent
being unspecified
commodity under par
IV of Schedule-ll.
The AA, however,
levied tax at the ratg
of 4.6 pe cent
This resulted in short o
levy of 1.71 lakh.

After we pointed out,
the AA stated that the
dealer sold LCO ang
not heavy creosots
oil. Reply is not
relevant in view of
the CCT's order date
1 August 1998 which
holds that LCO is|
taxable at the rate o
9.2 per cent.

purchase/sale

the AA stated that as
the dealer held EC|

consequent omission

because RCC pipes

of cement and are

)

f
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(1) (2)
8. CTO,
Circle-lll,
Jabalpur
01

®3)
2006-07

4) ()

0.65

(6) @)

As per CCT, MP's order After we pointed out,
dated 28 January 200Rthe AA stated that the
craft paper is included craft paper was sol
in all kinds of paper and for packing purpose
is taxable at the rate df therefore tax was
9.2 per cent. In case of| correctly levied at the
one dealer the AA rate of 4.6per cent.
levied tax on the sal¢ Reply is not
of craft paper at the acceptable in view o
rate of 4.6 per cent. | the CCT's ordeibid.
This resulted in shor
levy ofX 64,847.

alo

Total 94.50

We reported the matter to the CCT, MP and the Gowent between

March 2005 and January 2010; their replies have rmen
received (December 2010).
12.13 Non/short levy of tax |
2.13.1 Four regiondland five circlé offices
We  observed between

February 2008 and October
2009 that in case of
11 dealers, assessed between
January 2007 and March
2009 for the periods 2003-04
to 2005-06, purchase tax
on goods valued at
¥ 13.01 crore was either not
levied or was levied at
rincorrect rate. This resulted
in non/short levy of tax
of ¥ 1.94 crore including
minimum penalty/interest of

The Adhiniyam provides that ever
dealer, who in the course of his businegs
purchases any goods without paying ta
thereon, shall be liable to pay purchas
tax on the purchase price of such goods
at the concessional rate of fopsr cent
or at prescribed lower rate, except i
case of goods specified in Schedule llI
if, after such purchase the goods ar
used or consumed in the manufacture

Qﬁlcking of other goods for sale.

T 37.75 lakh as shown below:

(X in crore)
Sl. Our observation Purchase | Rate of tax | Amount of
No. value applicable non/short
(per cent) levy of tax
(penalty/
interest)
1) (2 3) (4) (5)
1. In case of one dealer, purchase tax on 5.52 28.75 1.33
high speed diesel (HSD) specified|in
Schedule 11, was levied incorrectly
at the concessional rate of 4per
cent (including surcharge) instead of
prescribed rate.

Reply of the AA is awaited.

Bhopal, Chhindwara, Gwalior and Satna.
Gwalior (2), Indore and Ujjain (2).
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) ) ®3) 4) ®)

2. | In case of nine dealers purchase [tax
. i 3.61 4.6
was not levied on raw materigl/

packing material purchased without 0.20
payment of tax and used in the 2.82 1 (0.38)
manufacture/packing of other googts

for sale. 0.10 4

The AAs in case of two dealers raised deman®l 897 lakh (between January 2009 and

February 2010), out of which 2.82 lakh was adjusted against the cumulative quantum of
exemption (February 2010), while in case of four dealerga# stated (between November
2008 and October 2009) that action would be taken after veioficdn case of one dealer
the AA stated (October 2008) that the purchased goods were thx\ifaido not agree
with the reply because on verification of the recordshefselling dealers we found that the
goods were purchased against declarations without payofigiax. In one case it was

stated (October 2009) that purchase tax is not leviable onngacidterial. We do not find
the reply in consonance with the provisions of the Act. In cAsme dealer, reply of th
AA is awaited.

D

3. | A dealer purchasedihee without 0.96 8 0.03
paying tax thereon and consumed the
same in the manufacture ajurvedic
medicines. However, 5per cent of
the medicines so manufactured were
not sold but transferred to other
States. Accordingly, 5per cent of
the stock ofghee so purchased was
liable to purchase tax at th
prescribed full rate but the AA levie
purchase tax thereon at the
concessional rate of 4p@r cent.

Q o

The AA adjuste& 4,01,717against the cumulative quantum of exemption (June 2010).

2.13.2 Two regional and five circlé offices

We observed between
March 2008 and
December 2009 that
in case of seven
dealers, assessed
between October 2006
nd January 2009 for
he periods 2003-04 to
2006-07, there was
non/short levy of tax
of ¥ 31.74 lakh as
shown below:

/The Adhiniyam provides for levy of tax at
concessional rate of foyser cent on the sale of
goods meant for use as raw material in the
manufacture of tax free goods for sale, but if the
purchasing dealer uses them contrary
the specified purpose, he shall pay tax in respéc
of such goods at the rate equal to the differen
between the prescribed full rate and the
Qoncessional rate.

D,

Ratlam and Satna.
! Bhopal, Gwalior, Indore (2) and Satna.
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& in lakh)
Sl. Our observation Amount Department’s reply Our comments
No. of non/
short levy
of tax
1. During 2004-05 and 2005-06 the dealer 21.45 | In the case of Final action is
purchased molasses aggregattd.17 2004-05, the AA| awaited.
crore after paying tax at the stated that action
concessional rate of 4.per cent and would be taken afte
used the same in the manufacture of tax- verification
free liguor which was not sold byt (November 2008).
transferred to other States. As the very In the case of Reply is not
purpose/condition of selling the goods 2005-06, the AA| relevant as we
manufactured out of molasses was stated that pointed out short
defeated, tax on molasses_was leviaple manufactured goods payment/levy of
at the full rate of 2er cent instead of (liquor) was tax-free| purchase tax on the
the concessional rate. However, tax [on (October 2009). raw material
molasses at the differential rate of 18.4 (molasses) and ndt
per cent was neither paid by the dealer on the manufactured
nor levied by the AA. goods (liquor),
keeping in view of
provisions of Act
relating to purchase
tax.
2. In case of three dealers, there was 3.16 | Action would be In one case the
mistake in computation of tax. taken after| CCT, MP intimated
verification. (November 2010
(between January that¥ one lakh had
and December been deposited. In
2009). other two cases final
action is awaited.
3. | The dealer was allowed a deduction|of  3.07 | Action would be Final action s
% 33.37 lakh on account of sale of spafes taken after| awaited.
and electrodes to the wholly exempted verification. (March
units. Scrutiny revealed that during the 2008).
relevant period there was no sale of the
said goods. The incorrect grant pf
deduction involved tax effect & 3.07
lakh at the rate of 9.@er cent.
4. | Although water tank is liable to tax at 280 | The AA raised -
the rate of 4.6er cent, the AA failed to demand of
levy tax on sale of water tanks valued|at X 2.80 lakh and
% 60.82 lakh. adjusted the same
against the
cumulative quantum
of exemption
(December 2008).
5. | The AA allowed levy of tax on the sale 1.26 | The AA raised Recovery
of electrical goods oR 27.56 lakh at] demand of% 1.26 | particulars are
concessional rate of 4g@r cent under a lakh (April 2009). awaited.
notification dated 4 May 2000. Scrutiny
revealed that the said notification was
not applicable in the case of the assegsee
dealer. This resulted in short realizatipn
of tax of ¥ 1.26 lakh at the differentigl
rate of 4.6per cent.

We reported the matter to the CCT, MP and the Gowent between
March 2006 and January 2010; their replies have Ine¢n received
(December 2010).
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2.14 Non-levy of tax on sales incorrectly treateds tax free/
exempted

Six regional and eleven circfeoffices

/ o \ We observed between January
The Adhiniyam and the MP VAT Act \ 2008 and November 2009 that

read with the CST Act and notifications in 26 cases of 21 dealers,
issued thereunder prescribe rates Dfassessed between January 2007
commercial tax leviable on different gnd March 2009 for the
commodities except those specifietl periods 2000-01 to 2006-07,
under Schedule | of thadhiniyanVAct | the AAs did not levy tax on
or exempted from whole of tax through sjjles turnover ot 39.41 crore

Qotlflcatlons / of taxable commodities like

high density polyethylene
(HDPE)/poly propylene (PP) fabricayurvedic medicines, cotton bandage etc.
incorrectly treating them as tax free goods or gxewh from tax. This resulted
in non-levy of tax oR 2.20 crore including interest as shown below:

®in lakh)
Sl. No. of Commodity Nature of sale Turnover Rate of tax Amount of tax
No. dealers applicable not levied
No. of
er cent
cases ® )
1) @ ()] 4 ®) (6) (1)
1. 14 HDPE/PP Intra-State 3,042.93 4.6
18 | fabrics Inter-State 571.43 10
(without C 198.63
forms)
Inter-State 37.61 4
(with C forms)

In case of two dealers the AA stated (October 2@08) action would be taken after verification.cimse of four
dealers it was stated (between February and Noveg@¥9) that HDPE fabrics is a kind of cloth, hetae-free
under Schedule | of thadhiniyam. In case of two dealers it was stated (OctoberNmeéember 2009) that as pe
order of the Commissioner, Sales Tax, MP issue@u8édction 42-B of the repealed MPGST Act, HDPEiéaisr
a kind of cloth. We do not agree with the contemtid the AAs because MP High Codfthas held that HDPH
fabric is not a kind of cloth but it is coveredphastic goods. In case of six dealers it was st@ietlveen Februar
and November 2009) that HDPE fabric is exemptedhftax under notification no. 68 dated 24 August®0
Reply does not correctly interpret the said nottfaawhich exempts all varieties of cloth and ndRPE fabric,
which is plastic goods.

=

o

2. 01 Potatokhapta®* | Intra-State 17.00 4
02 10.22
Inter-State 95.35 10
(without C
forms)

The AA stated (August 2009) that action would Bestaafter verification.

3. 01 Chemical Intra-State 110.35 4.6 5.08

01 fertilizer

The AA stated (April 2008) that action would begalafter verification.

Indore (5) and Jabalpur.

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

10 M/s Raj Pack Well Ltd. v/s Union of India [1990 (50) - ELZD1 (MP)].
1 Chips of potato.
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(1) (2 (3 4 (5) (6) ()]
4. 02 Cotton Intra-State 35.75 9.2 3.2p
02 rolled/gauze
bandage

In case of one dealer the AA stated (January 26@8)besides cotton bandage, the dealer also soe Icloth
which is tax free under Schedule | of théhiniyam. We do not agree with the reply because on vatifia from

the registration certificate (RC) of the dealerfaend that his business was to manufacture andreditd/gauze
bandage” for which “cloth” was recorded as raw mateln another case it was stated (May 2009) thatdealer|
sold cloth as such without any processing ther¥da.do not agree with the reply because from a wewtthe

audited manufacturing account of the dealer weddinat he was engaged in the production of coteodage by|
consuming/processing cotton, chemical, fuel etc.

5. 01 Silk sarees Intra-State 7.89 13.8 1.09
01

The AA stated (October 2009) that action woulddle=h after verification.

6. 01 Readymade Intra-State 16.87 4 0.98
01 garments

The AA stated (September 2008) that action woulthken after verification.

7. 01 Ayurvedic Intra-State 6.03 9.2 0.55
01 medicines

The AA replied (December 2008) that the dealer diéédsaving drugs exempted under the notificatitated
27 March 2001. Reply does not correctly interpretghid notification as it does not include ayureededicines ag
life saving drugs.

We reported the matter to the CCT, MP and the Gowent between
April 2008 and January 2010; their replies have ta&en received
(December 2010).

12.15 Non/Short levy of entry tax |

Eleven regional officéd and 18 circle offices

/ : \ We observed between May 2008
Under the MPShaniya Kshetra |\ and December 2009 that in case of
Me Maal Ke Pravesh Par Kar | 36 dealers assessed/re-assessed
Adhiniyam, 1976 and rules and| between July 2007 and March
notifications issued thereunder, 2009 for the periods 2004-05 to
entry tax (ET) is leviable at the| 2006-07, ET on goods like yarn,
specified rates on the goods pulses, plant and machinery, motor
entering into a local area for vehicles, HSD, coal, furnace oil,
Qonsumption, use or sale thereinj timber etc. valued & 61.71 crore
was either not levied or was
levied at incorrect rate on their entry into localea. This resulted in
non/short realisation of ET & 92.81 lakh including interest and penalty
of ¥ 14.84 lakh.

After we pointed out the cases, the AAs recov@réd®3 lakh (September and
December 2009) in case of two dealers. In one tas€CT, MP intimated
(November 2010) that demand fr81,993 alongwith penalty of an equal
amount had been raised. In case of 24 dealersststated (between May
2008 and December 2009) that action would be takiter verification.

12

" Chhindwara, Guna, Indore, Itarsi, Jabalpur, MandsaugrS8gtna(3), and Ujjain.

Chhindwara, Guna, Gwalior (3), Indore (4), Jabalpur (2), KAtaugaon, Neemuch,
Sagar, Shahdol and Ujjain (2).
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In remaining cases of nine dealers the departmespéies and our comments
thereon are as follows:

Sl. Name of Commodity Departmental reply Our comments
No. auditee
unit/,
No. of
dealers
1. CTO |, Tuwar The pulses purchased duringWe do not agree with the reply becayse
Ujjain (pulses) 1 June 2004 to 31 Marchthe notification dated 23 April 20032,
o1 2005 were exempted from exempting pulses from ET, was in for¢e
ET. (February 2009) only up to 31 May 2004.
2. CTO Il Raw material | The goods entered in theWe do not agree with the reply because
Gwalior and incidental | factory situated on railway's the said decisions do not discuss as| to
01 goods land and as per variouswhy the railway sidings are not included
judicial decision¥, railway | in a local area. However, the MP Board
RAC, sidings are not covered ihof Revenue, in two cas€s has
Mandsaur local area. Therefore, ET wascategorically held that railway sidings
01 not leviable. (November and rail lines are covered in local area.
2008 and March 2010).
3. RAC, Satna | Tractor As per entry no. 9 aof We do not agree with the reply becayse
01 Schedule | of thdhiniyam, | no such entry existed in Schedule | of the
tractor is tax-free. (January Adhiniyamduring the relevant periods.
CTol, and July 2009).
Neemuch
01
4. CTO I, Tractor Tractor parts are exemptedrhe reply is not specific as oyr
Gwalior from ET vide natification| observation pertains to tractors and not
01 dated 30 April 2002, to tractor parts. Moreover, tractors are
(October 2009). not covered under the said notification.
5. CTO XIlI, Yarn Yarn purchased for use aswWe do not agree with the reply becayse
Indore raw material was exempted notification dated 6 September 2001
01 from ET under notification| exempts raw materials meant for use|in
dated 6 September 2001.the manufacture of yarn and not the yarn
(October 2009). itself.
6. RAC, ltarsi | HSD The dealer purchased lightFact however remains that the word
o1 diesel oil (LDO), which is| 'diesel’ in the notification dated
different from diesel,| 26 December 2001 includes both LDO
therefore ET was not leviablg and HSD.
at enhanced rate under
notification dated
26 December 2001}
(November 2009).
7. CTO VI, HDPE and| HDPE/LDPE purchased fof Fact however remains that HDPE/LDPE,
Indore LDPE consumption as raw materigl, purchased for consumption, belongs |to
01 was ET paid.| Schedule Il of the Act, therefore can npt

(June 2009).

be regarded as ET paid.

We reported the cases to the CCT, MP and the Gmamh between

May 2008 and January 2010;

(December 2010).

14

15

their replies have neenb received

M/s Jai Prakash Associates Ltd. v/s State of MP ahdr® [(2006)-8 STJ-415]
M/s Naval Ispatydhyog, Kharsia v/s CST, MP [(1990) 23 VKN 537].

M/s Simical Engineering Co. v/s Appellate Dy. CCT [§@p 4 STJ 519]
M/s Larsen and Tubro Ltd. v/s CCT [(2002) 35 VKN 50].
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|2.16 Non-realisation of profession tax |

On cross  verification of
mder the MP \Vritti Q information obtained from

Adhiniyam, 1995, every person who| 30 circle offices” of Commercial
carries on a trade either himself of Tax Department (CTD) with
by an agent or representative o (_|) Ilsts_ furnished in respect of
who follows a profession or calling| !lquor licencees, cinema houses,
other than agriculture in MP shall| Video parlours — and  cable
be liable to pay profession tax (PT)| OPerators by the State Excise
at the rate specified in the Schedule Department and (i) lists of
of the Act. The Act further provides | Peauty parlours furnished by the
that such person liable to pay tay Customs & Central Excise
shall obtain a certificate of | Department, we observed that

registration from the PT assﬁ 3,682 persons remained

authority in the prescribed manner,/ Unregistered with the CTD under
the Act for the years 2003-04 to

2008-09, although they were
liable to pay PT. This resulted in non-realisatwPT ofX 76.94 lakh at the
rate ranging from¥ 1,000 toX 2,500 per annum.

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

12.17 Incorrect determination of turnover

Five regional office¥ and two circle office’$

2.17.1 We observed between
Under theAdhiniyam taxable turnove September 2008 and

(TTO) is determined after deducting| November 2009 that while
from the turnover, the sale price of tax determining TTO of five
paid goods and the amount of tax| dealers, assessed between
included in the aggregate of salg June 2007 and March 2009
prices. TheAdhiniyam also provides | for the periods 2004-05 and
for imposition of penalty of a sum not| 2005-06, four dealers were
exceeding the amount of tax under{ allowed deduction of sales of
assessed in case of omission tax paid goods valued
attributable to the assessee and penaltyatI 2.40 crore which was not
of a sum not exceeding five times off admissible because the said
the tax evaded in case of furnishind goods purchased by the
false particulars by the assessee. dealers from unregistered
dealers/a place outside the
State were not in the nature
of tax paid goods. In case of one dealer, deductbrk 12 lakh in
excess of admissible amount of tax paid sale wéswvetl incorrectly.
Thus, TTO was under-determined®.52 crore. This resulted in non-levy of
tax of% 21.39 lakh including maximum penaltyd£.58 lakh.

16 CTO, Indore (15); CTO, Gwalior (4); CTO, Ujjain (3); CTMandsaur (2);
CTO, Neemuch (2); CTO, Sagar (2); CTO, Shajapur and CTi@midarh.

Indore (3), Morena and Satna.

Indore and Jabalpur.

17
18
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Chapter- Il : Commercial Tax

After we pointed out the cases, the AAs in casefafr dealers stated
(between September 2008 and November 2009) thatnaetould be taken
after verification. In one case it was stated (N2899) that the deduction of
tax paid sales was allowed after verification. @otibn of the AA is not
correct as we verified and confirmed that the gozmld were purchased from
a dealer who was not registered during the relepanod.

2.17.2 During test check of the records of two regiondices™ and three
circle office$® between January and December 2009 we observeduhat
five dealers, assessed between January 2008 arch M@09 for the periods
2003-04 to 2006-07, turnover in case of four dealeras determined
at¥ 6.21 crore against the aggregate of saleés@B1 crore recorded in their
audited books of accounts/stock statement, whileoe case the dealer
deliberately misstated the opening stock in hiskeaaf accounts a& 35 lakh
against oR 53 lakh. Thus, turnover aggregat®@9 lakh was not assessed to
tax and resulted in non-levy of tax BfL3.92 lakh including minimum penalty
of X 6.75 lakh.

After we pointed out the cases, in one case the, B4FTintimated (November
2010) that demand & 1.78 lakh alongwith penalty of an equal amount had
been raised while in remaining cases the AAs stétetliveen January and

December 2009) that action would be taken aftefivation.

2.17.3 During test check of the records of two regiondicek and one circle
office between January and November 2009 we obdeha in case of three
dealers, assessed between January 2008 and J&0@8yfor the periods
2004-05 and 2005-06, incorrect determination of T the extent of
% 2 crore resulted in non-levy of tax©f.0.86 lakh as shown below:

4%

retreading material valued

X 43.38 lakh treating them 4
consumable goods. This was not corr
as the materials do not lose their ident
during the process of retreading. Th
TTO was under determined Ry43.38
lakh. This resulted in non-levy of tax

% 3.99 lakh.

SI. | Name of Our observation Department’s reply/
No. | auditee our comments
unit
1) (2) 3) (4)
1. | RAC, Although sale aggregating 99.29 lakh| The AA stated (Augus
Satna was not part of the gross turnover2009) that action would b
the AA incorrectly allowed deductiontaken after verification.
thereof. Thus, TTO was under
determined by ¥ 99.29 lakh.
This resulted in non-levy of tak
of ¥ 4.57 lakh.
2. | RAC, The AA allowed deduction of deemedrhe AA stated (Januar
Satna sale of conveyor belt material and009) that during the proce

atof repairing, conveyor bel

e&eply is not specific as ou
itgbservation refers t
usonveyor belt material an
retreading material and n
bfto conveyor belt solution.

1ssolution loses its identity.

BS

O o=

Dt

19

Indore and Satna.
Guna, Indore and Waidhan.
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(1) (2 () )

3. | CTO, The AA allowed deduction of The AA stated (November
Circle-X, ¥ 57.51 lakh on account of discounf009) that action would bge
Indore given by the dealer through credit notetaken after verification.

for rate difference. This was not correct
because such discount could not |be
treated as cash discount. Thus, TTO Was
less determined by 57.51 lakh.
This resulted in non-levy of tax of
% 2.30 lakh.

2.17.4 During test check of the records of four regiongflces™ and two
circle office$” between December 2007 and November 2009 we olus#Tae
in case of seven dealers, assessed between Dec2@ti®and January 2009
for the periods 2000-01 to 2001-02 and 2003-040@6206,although tax was
not included in the aggregate of sale prices, tAs,Avhile determining TTO,
allowed deduction of the amount of tax from turmovihis resulted in short
levy of tax ofR 7.35 lakh including minimum penalty ¥f21,000.

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

In case of three dealers the AAs statbdtween February and November
2009) that action would be taken after verificatibnthe remaining one case,
the AA stated (February 2009) that the deductiolowedd was correct.
Reply is not acceptable because in order to deteritiie gross turnover, the
amount of tax was deducted from the gross recaipdsfor determining TTO,
the amount of tax was again deducted from the gros®ver so determined.
Thus, we found that there was double deduction¢lvhias not correct.

We reported the matter to the CCT, MP and the Gowent between
March 2008 and January 2010; their replies have Ine¢n received
(December 2010).

Gwalior, Indore, Itarsi and Sagar.

= Sagar and Waidhan.
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12.18 Incorrect grant of set off |

One Regional and two circle offices

We observed
A registered dealer, who purchases any tax paid between
goods which are specified as raw material gr December 2008
incidental goods in his RC and consumed or usedand December
in the manufacture of other goods for sale, shall B 2009 that four
entitled to set off at a rate equal to the diffeeen | dealers, assessed
between the tax at full rate and the tax at between June
concessional rate of foyser cent or such other | 2007 and March
concessional rate as may be notified, on the 2009 for the
guantum of price of goods so purchased. periods 2004-05
Notification dated 1 April 1995 prescribes the othe| and 2005-06,
concessional rate @éro per cent in respect of iron | were incorrectly
and steel of any category meant for use as rawallowed set off of
Qﬁtterial in the manufacture of other goods of the ¥ 9.14 lakh as

same or any other category of iron and ¢ shown below:

S. Name Period Our observation in brief Department’s reply/
No. | of Unit Month of our comments
No. of | assessment]
dealers

1. RAC, 2005-06 Set off of3 6.26 lakh wag The AA stated (June 2009)
Indore | March 2009 | granted under notification that action would be take
01 dated 1 April 1995 in after verification.

respect of tax paid coppe
bars/rods consumed in the
manufacture  of  othe
goods. This was ng
correct because copp
bars/rods are not covered
under the said notification

2. CTO, 2005-06 Set off of¥ 1.90 lakh was The AA stated (Novembe

>

=

D=

=

Circle January incorrectly granted in 2009) that action would bge
I, 2009 respect of tax paid cementaken after verification.
Jabalpur as the same was not

02 consumed by the dealer

n
the manufacture of other
goods but was transferred
to MP State Electricity
Board.

3. CTO, 2004-05 Set off of ¥ 98,000 was The AA stated (Decembe
Circle 1, | June 2007 | incorrectly granted in 2008) that action would b

=

1)

Jabalpur| 2005-06 respect of tax paid furnagetaken after verification.
01 September | Oil as the same was not
2009 specified as raw material

or incidental goods in the
RC of the dealer.

We reported the matter to the CCT, MP and the Gowent between
March 2009 and January 2010; their replies have lbe¢n received
(December 2010).
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12.19 Grant of inadmissible input tax rebate |
Three Regional and three circle offices

We observed

ﬁ/IP VAT Act provides that input tax rebate (IT

purchases any goods, specified in Schedule
except goods specified in Part Ill from another were granted
registered dealer after payment of input tax.inadmissible ITR
The Act also provides for grant of ITR to a dealer of ¥ 30.28 lakh as
in respect of tax paid raw material purchased byshown below:

him on or after 1 April 2005 and held in stoc
on 1 April 2006 for consumption or use in th
\manufacture of other goods for sale.

In one case the AA accepted (December 2009) our observhtithe remaining two case
the AAs stated (September and November 2009) that actiondwoel taken afte
verification.

and accordingly nothing out of the sg

1.4.2006. However, the AA allowe
ITR of X 7.73 lakh on viscose fibre @
% 1.93 crore, which was included in t
said purchase value & 8.51 crore.
This resulted in grant of inadmissib
ITR of X 7.73 lakh.

In reply to our observation the AA stated (May 2009) tfi@® was allowed after prope
verification. Reply is contradictory to the facts contdirie the assessment order of

between May and
shall be allowed to a registered dealer whoDecember 2009
llthat six dealers

Sl. | Name of auditee unit Period of Our observation
No. No. of dealers assessment
Month of
assessment/
order
1) @) ®3) 4)
1. CTO, Circle V, 2006-07 The dealers purchased goods valued at
Bhopal October 2008 tq ¥ 37.89 crore after payment of input tax
01 February 2009 of ¥ 1.65 crore. However, the AAs
CTO. Betul incorrectly computed and allowed ITR
o1 of ¥ 1.85 crore on the said purchase
value. This resulted in grant of
RAC. Indore inadmissible TR of 19.76 lakh.

2. RAC, Indore Order passed in | In the accounting period 2005-06, the
01 July 2006 under | dealer purchased viscose fibre valued at
Section 73 of the | ¥ 8.51 crore in respect of which he wias

VAT Act allowed set off. This implies that the

said goods were consumed in the
manufacturing process during 2005-D6

id

goods was in stock of the dealer pn

d
f
ne

le

=

dealer for the period 2005-06.
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1) (2 3) 4)
3. RAC, Chhindwara 2006-07 The AA allowed ITR oR 2.26 lakh in
01 November 2008 | respect of Cadbury products valued| at

% 18.09 lakh. This was not corregct
because the purchase/sale of Cadhury
products was not accounted for in the
audited and certified trading account |of
the relevant period.

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

4, CTO, Circle Il, Ujjain| 2006-07 The AA incorrectly allowed ITR of
01 January 2009 ¥ 53,000 in respect of timber, which |is
specified in Part 1l of Schedule Il @
the Act and thus did not qualify fg
input tax rebate.

= =

The AA stated (August 2009) that ITR was correctlpwaéd as the dealer purchased wood
after payment of tax and used the same in the manufactusendfe. The reply does ng
explain why ITR was allowed on wood, i.e. timber, whiglspecified in Part 11l of Schedul
Il of the Act.

D ~

We reported the matter to the CCT, MP and the Gowent between
July 2009 and February 2010; their replies have heen received
(December 2010).

[2.20 Non levy of surcharge |

Four Region&f and one circi# offices

We observed between July
2008 and February 2009 that in
six cases of five dealers,

@ection 10-A of the Adhiniyam
provides for levy of surcharge on th

amount of tax payable under the¢ assessed between June 2007
Adhiniyam at the rate of 15 per centu and January 2008 for the

of such amount. MP High Court ha periods 2004-05 and 2005-06,
held that surcharge shall be treated asthe AAs failed to levy
part of the rate of tax for the purpose df surcharge on the amount of tax
determining the rate of tax applicable¢ of ¥ 1.10 crore payable on the
Qn inte-State sales under the CST sale and purchase of various

goods. This resulted in non-
levy of surcharge oR 16.57 lakh at the rate of 1per centum of the
tax amount.

After we pointed out the cases, the AA, in two sasmised demand
of ¥ 7.83 lakh (August 2008 and July 2010) out of wiic6.83 lakh in one

case was adjusted against the ceiling of monetary b6f exemption of the

dealers. In two cases it was stated (between Jaamar February 2009) that
action would be taken after verification. In oneseahe AA stated (August
2008) that the dealer sold declared goods, thereBurcharge was not
leviable. We do not agree with the contention & KA because the dealer

z Indore (2) and Jabalpur (2).
2 Indore.
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sold cotton waste, which is not included in theegaty of declared goods
enlisted in the CST Act. In one case, the AA codezh(September 2008) that
surcharge is not leviable in case of inter-State. Saontention of the AA is
not in consonance with the judicial decisiibid.

We reported the cases to the CCT, MP and the Gmarhbetween August
2008 and May 2009; their replies have not beenvedgDecember 2010).

2.21 Short levy of tax on intra-State sale incorrdty treated as
inter-State sale

Three circle officeg®

We observed between

ﬁs per the CST Act, sale of goods shall Be parch 2008 and March
deemed to take place in the course of inter-2009 that three dealers,

State trade, if the sale occasions the zssessed between
movement of goods from one State to anotheroctober 2006  and
or is effected by a transfer of documents af january 2008 for the
title to the goods during their movement from periods  2003-04  to
one State to another. If the movement of 2005.06, sold minerals
goods commences and terminates in the sam@ke bauxite, lime stone
State it shall not be deemed to be a movementtc. valued atZ 1.42

of goods from one State to another. crore to local registered
\ dealers. The AAs,
however, while finalizing the assessments, incalyegceated the local sale as
inter-State sale on the basis of ‘C’ forms issugdhe said local purchasing
dealers and allowed levy of tax at the concessioatd of fourper cent.
This resulted in short levy of tax &f 13.10 lakh at the differential rate of
9.8/5.2per cent.

After we pointed out the cases, the AAs, in casetwd dealers, stated
(December 2008 and March 2009) that action would taken after
verification. In case of remaining one dealer, A#edid not offer any specific
comment.

We reported the matter to the CCT, MP and the Guouent between May
2008 and April 2009; their replies have not beaeirneed (December 2010).

% CST, MP v/s M/s Raymond Cement Works, Bilaspur [(1996) 28I \&2].
% Jabalpur and Satna (2).
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|2.22 Incorrect grant of refund |

Two Regiond’ and one circi® offices

We observed between September
2008 and August 2009 that four
dealers, assessed between
September 2008 and March 2009
for the periods 2004-05 and
2005-06, were liable to pay tax
of ¥ 66.90 lakh but they collected
X 75.78 lakh by way of tax/surcharge. The AAs, iadteof forfeiting
the excess amount of tax & 8.88 lakh so collected by the dealers,
incorrectly allowed refund of the same. This resalin incorrect grant of
refund of¥ 8.88 lakh.

After we pointed out the cases, the AA in one caseepted the audit
observation (March 2009). Further development ha$ Imeen reported
(December 2010). In two cases the AA stated (Septer8008) that refund
was correct as tax and surcharge was not showhaged separately in the
sales invoices. Fact, however, remains that exegssollected in any manner,
whether charged separately in the bills or othexys liable to be forfeited.
In the remaining one case, the AA stated (Augu€i92CGhat refund was
correct because no tax/surcharge was shown asethaegarately in the sales
bills of tractors and tractor parts. For collectafrtax at higher rate on the sale
of leaf springs, he stated that the dealer depbsiteess tax due to ignorance,
therefore in view of decision of the Board of Rewefl the refund allowed
was correct. We do not agree with the reply asogsdnot interpret the
decision correctly. As per the decision, refund akewved to such a dealer in
whose case excess tax collection was not provedreal during scrutiny of
the instant case, we found that the dealer colestecharge and tax at higher
rate which was not payable.

We reported the matter to the CCT, MP and the Gowent between
November 2008 and October 2009; their replies haeot been received
(December 2010).

Under the Adhiniyam, any amount
collected by any person by way of t
not payable under any provision of the
Adhiniyam shall be liable to forfeiture
to the State Government.

27
28

Satna and Shajapur (2).
Indore.
2 M/s Rallis India Pvt. Ltd., Indore v/s CST, MP [(1999)\32N 254].
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[2.23 Incorrect grant of exemption |

One Regional and two circle offices

We observed betwee

ﬁs per exemption notification dated December 2007 an

bottling of LPG

\specified in the EC.

/ ® in lakh)

Sl. Name Period Tax Our observation in brief
No. of Month of effect
auditee | assessment
unit
(1) (2 (3) (4) (5)
1. | RAC, 2003-05 4.08| A dealer engaged in bottling of LPG w
Sagar September allowed exemption from payment of entry tax
2006 on the basis of EC issued to him ung

notification dated 6 October 1994. As bottling
LPG, being repacking of goods, is not cove
under the notification, grant of exemption W
not correct.

The AA, stated (December 2007) that as per circular d&elline 1998, refilling of gas is
process of manufacture.
MP high court® referred to above.

Reply

is

not in consonance with tlecision of]

2.

CTO,
Katni

2004-05
January
2008

1.04
1.04

(penalty)

The AA levied purchase tax & 1.04 lakh on
raw material valued & 26.04 lakh and allowe
exemption from payment of tax so levied on
basis of the EC issued to the dealer. Exemp
allowed was not correct because the said gq
were purchased after expiry of the EC. As
grant of incorrect set off of tax against t
guantum of exemption on the basis of inva
declarations was attributable to the dealer,
was also liable to pay penalty of an eq
amount of¥ 1.04 lakh.

n
d

6 October 1994 a new industrial unit engaged September 2009 that
in repacking of goods is not eligible forl three dealers were
exemption. The MP High Court has held that incorrectly allowed
is not a process Of exemption from
manufacture but it is repacking of goods. payment of tax
Under the notification, benefit of exemptior| aggregating® 7.66 lakh
from payment of tax is available to the extent 3s shown below:

of maximum cumulative quantum of tax

as

ler
of

red
as

d
he
tion
ods
the
he
lid
he
ual

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

30

Modi Gas Service, Indore V/s MP State & others [2866TJ-536 (MP)].
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®] @ ®) (4) (5)

3. | CTO-Il, | 2005-06 0.90 | The dealer sold cement paint valued | at
Gwalior | December 0.60 | X 6.50 lakh after expiry of the eligibility period
2008 (interest) specified in the EC issued to him. However, the

AA, on the basis of the expired EC, incorrectly
allowed exemption from payment of tax
of ¥ 89,700 payable by the dealer on the daid
sale. Since the dealer did not pay the tax on|due
dates, therefore he was also liable to pay intgrest
of ¥ 60,373.

The AA stated (September 2009) that action would be tafen verification.

We reported the matter to the CCT, MP and the Gowent in February 2008
and October 2009; their replies have not beenvedgiDecember 2010).

|2.24 Incorrect determination of value addition |

Four Regionaf" and four circlé® offices

We observed between May 2007

Sect_ign f9-|? of ¢ tthe At‘dhiniyaj.'b' and November 2009 that in case
pr?w e?h af elvy 9 d da'lt)'( d prescrll g fof eight dealers, assessed between
rate on the value addition on résalé pt A, 2006 and October 2008

goods specified in Part Il to VI off (). o periods 2003-04 to

Schedule Il of thé\dhiniyam. 2005-06, value addition on resale
of goods was less determined
by 1.07 crore. This resulted in short realisatioteafofI 7.66 lakh.

After we pointed out the cases, the AAs in thresesaraised demand of
% 2.22 lakh (between July and October 2008), whilghiree cases it was
stated (between March 2008 and August 2009) thiadraevould be taken
after verification. In one case, the AA stated (feby 2009) that
a notification exempts oil seeds from tax leviableder Section 9-B of the
Adhiniyam. Our observation remains unreplied because the féiked to
specify the notification which exempts oil seedstirthe tax leviable under
the Sectioribid. In the remaining one case, the AA did not offey apecific
comment.

We reported the cases to the CCT, MP and the Gmearh between
June 2007 and January 2010; their replies have bexn received
(December 2010).
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Indore, Khandwa and Satna (2).
Indore (2), Sagar and Vidisha.
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2.25 Non/short levy of tax under the CST Act |

ﬂ per CST Act, every selling dealer wh
fails to furnish declaration, duly filled and

signed by the purchasing registered dealer
Form ‘C’ obtained by the latter from the
prescribed authority, shall be liable to pay
tax in respect of inter-State sale of declare
goods at twice the specified rate and i
respect of other goods at the rate ofpkd

cent or at the specified rate, whichever ig
higher, instead of concessional rate of fou
per cent. Further, inter-State sale of tax pai
goods is exempted from payment of ta

\iubject to the fulfillment of requirement of

furnishing declaration in Form

T 1.48 crore as shown below:

2.25.1 We observed in
respect of six regional
offices and six circle

N offices between May

2007 and December
2009 that in case

O of 14 dealers tax on

inter-State sale of
% 19.10 crore, in respect
of which declarations in
Form ‘C were not
furnished, was either
not levied or was
levied at incorrect rate.
This resulted in non/
short levy of tax of

R in crore)
Sl. Name of Period Commodity Rate of Rate of | Amount
No. | auditee unit Month of Turnover tax tax of non/
No. of assessment applicable | applied | short levy
dealers (per cent) (per of tax
cent)
(2) (2 () (4) (5) (6) (1)
1. RAC, 2002-03 Sovya flour 10 - 1.23
Chhindwara | July 2008 12.34
01 (Reassessment)

The AA, referring to a decision of MP Board of Reveliustated (December 2009) tisata
flour is tax free under the entry namelytta, maida, suji, rawa and flour” of Schedule | of
the Adhiniyam. Contention of the AA is not correct because the said drsybeen deletef
from Schedule | (effective from 15 March 2000) with effect fr@@&April 2002 and inserte
in part V of Schedule Il vide MPCT (Amendment) Act, 2002 fithe same date.

o

2.

RAC, Indore

2003-04

01

January 2007

Wheat
2.58

2

0.05

The AA raised demand &f5.15 lakh (April 2008).

33

M/s S. M. Dye Chem Ltd., Vidisha v/s CCT, MP [(20@4LT-STJ 245].
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(1) (2) 3) (4) (5) (6) (7)
3. CTO, Katni | 2005-06 Explosives 13.8 4
02 December 0.39
2008 0.05
2003-04 Hessian 10 8
January 2007 | cloth and
packing
material
0.75

In case of one dealer the AA raised deman@ ©f50 lakh (August 2009) and in case of
other dealer the AA stated (October 2009) that action woellthken after giving reasonal
opportunity to the dealer. Further reply has not beenvwedéDecember 2010).

4, RAC, Guna | 2005-06 Transfor- 10 4 0.03
01 April 2008 mers
and 0.50
2006-07
December
2008

The AA stated (September 2009) that out of the aggrejaale value o¥ 12.79 crore, the
dealer had furnished ‘C’ forms f@ 12.29 crore, on the bare value of goods, excluding
amount of tax oR 50 lakh for which furnishing of ‘C’ forms was not requirétbntention off
the AA is not correct because ‘C’ form is required to lmmiEhed to cover the entire amoy
receivable by the selling dealer.

5. RAC, Indore | 2004-05 PP fabric 10 - 0.03
01 September 0.26
2007

The AA stated (February 2009) that PP fabric is tax-fide notification dated 24 Augus
2000. The contention of the AA is not correct as the sdidigation exempts all varieties @
cloth and not PP fabric, which is manufacturedoinver looms on which duty is leviable
under Central Excise Act.

6. | CTO 1, Ujjain | 2004-05 Disposable 10 4
02 January 2008 | containers
0.28 0.03
2004-05 Machinery 10 4 | (including
January 2008 | and parts penalty)
thereof
0.07

he
le

the

nt

-~

In case of one dealer the AA stated (February 2009) ttidnawould be taken afte
verification, while in case of the other dealer the Adtetl (February 2009) that the ‘C’ for,
furnished by the dealer involves sale valu&€df,59,220. We do not agree with the re
because from the ‘C’ form it was evident that the isguauthority issued the same on
forX 75,922. However, the ‘C’ form was subsequently tamptrédx read a¥ 7,59,220.

Dly
ly

7. RAC, ltarsi 2004-05 Sulphur 10 8 0.02
01 December 0.89
2007

The AA stated (November 2009) that the dealer &bhihdsari sugar (declared goods) ¢
which tax was correctly levied at the rate of eigrtcent. Reply is not acceptable because
the appeal order dated 2 January 2009 of Dy. Commissioner (ApBeapal, it was state

n

that the dealer sold sulphur, which is not included in declared goods
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(1) (2) 3) (4) (5) (6) (7)
8. CTO, Mandla| 2002-03 Plywood 13.8 8 0.01
01 November 0.23
2005
The AA raised demand &f1.47 lakh (January 2008).
9. CTO |, Satna| 2005-06 Iron scrap 8 4 0.01
01 March 2009 | 0.35
The AA stated (December 2009) that action would be taken &rification.
10. | CTO-X &XI, | 2004-05 Soap 13.8 10
Indore January 2008| 0.13 0.01
02 2004-05 Yarn 10 4 | (including
January 2008 | 0.05 interest)
The AAs, in case of both dealers, stated (March and Nbge@009) that action would he
taken after verification.
11. | RAC, Indore | 2005-06 Tendu leaves 25.3 23 0.01
interest)

After the matter was pointed out the CCT, MP intimatedv@inber 2010) that demand
for ¥ 1.12 lakh had been raised.

2.25.2 During test check of the records of two circle ic#§* between
February and October 2008 we observed that in cbB®ir dealers, assessed
between January 2007 and January 2008 for thedse?i@03-04 and 2004-05,
tax on inter-State sales &f4.49 crore against 11 number of ‘C’ forms was
either not levied or was levied at concessiona. féte verified and confirmed
from the issuing States that out of these ‘C’ fargight forms were not issued
by the issuing authorities to the purchasing dsateentioned therein and one
was not issued by the purchasing dealer to thengelissessee dealer,
while the dealers mentioned in two ‘C’ forms werd found registered in the
concerned offices. Thus, all the 11 number of ‘@'nfis were not valid and
therefore the entire sale value#.49 crore involved therein was chargeable
to tax at full rate. This resulted in short rediisa of revenue of 37.68 lakh.

We reported the matter to the AAs between Septe2®@® and March 2010;
their replies have not been received (December)2010

We reported the cases to the CCT, MP and the Goerhbetween February
2006 and March 2010; their replies have not beeaived (December 2010).

34 Gwalior and Indore.
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STATE EXCISE

131 Tax administration |

The State Excise Department is working under them@ercial Tax

Department of the Government of Madhya Pradesh EXeese Commissioner
(EC) is the head of the department and is assisjed\dditional Excise

Commissioner (Addl. EC), Deputy Excise Commissisn@ECSs), Assistant
Excise Commissioners (AECs) and District Exciseicefs (DEOs), both at
the headquarters at Gwalior and in the distrigtsthk districts, the Collector
heads the excise administration and is empoweresktite shops for retalil
vending of liquor and other intoxicants and is wspble for realisation of
excise revenue.

The working of distilleries and bottling plants iégn liquor) and breweries is
monitored by the DEOs with the assistance of thé&@b.

132 Trend of receipts |

Actual receipts from State Excise during the ye#185-06 to 2009-10 along
with the total tax receipts during the same peisoexhibited in the following
table and graph.

®incrore)
Y ear Budget Actual Variation Percentage | Total tax | Percentage
estimates receipts Excess (+)/ of variation | receipts of actual

shortfall (-) of the State Excise
State receiptsvis-

a-vistotal
tax receipts
2005-06 1,300.00 1,370.34 (+) 70.38 (+)5.41 810 15.04
2006-07 1,430.00 1,546.6§ (+) 116.68 (+)8.16 1BYF 14.77
2007-08 1,750.00 1,853.83 (+) 103.83 (+)5.93 1284 15.43
2008-09 2,150.00 2,301.95 (+) 151.95 (+7.07 1381 16.91
2009-10 2,760.00 2,951.94 (+) 191.94 (+)6.95 17727 17.09

The percentage contribution of State Excise resdgthe total tax revenue of
the State has been increasing over the last farsye

3,500
3,000
2,500 >z
2,000-#
1,500
1,000
500
0 K /
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3.3 Cost of collection |

®incrore)
Sl Head of Year Collection | Expenditure | Percentage | All India
No. revenue on of average
collection of | expenditure | percentage
revenue on for the
collection year
2008-09
1. | State Excise 2007-08 1,853.83 396.04 21{36
2008-09 | 2,301.95 505.46 21.96 3.66
2009-10 2,951.94 818.34 27.7p

The percentage of expenditure on the collectiostafe excise is abnormally
higher than the all India average percentage. Waervkd in the
Finance Accounts that there is no separate headistpdcollection charges'
as is available in the case of other taxes likeesagn sales/trade, taxes on
vehicles etc.,, and the cost of liquor paid to the manufacturigesn the
budget provisions for expenditure was also beingkbd under the head
2039-state excise along with other expenditures.

The Government may consider opening of a sepanstehsad 'collection
charges' on the lines of practice for the otheesabor effectively monitoring
the functioning and the performance of the depantmehis will also enable
the State to compare the collection cost posiiesa-vis the all India average
Government percentage on a like to like basis.

13.4

During the five years, audit had pointed out noorshlevy, non/short
realisation, underassessment/loss of revenue vettenue implication of
% 538.87 crore in 38,548 cases. Of these, the depattGovernment had
accepted audit observations in 26,936 cases im@®ii262.50 crore and had
since recovered 18.90 crore. The details are shown in the follaptable:

Impact of audit |

®Rincrore)
Yea{ of Nq. of Objected Accepted Recovered
é:gcl)trt ;Sgi?ed No. of Amount No.of | Amount | No.of | Amount
cases cases cases

2004-05 41 4,286 149.44 1,344 8.47 -- --
2005-06 27 5,405 77.12 1,110 39.03 88 3.5
2006-07 30 4,183 109.24 4,285 91.13 1,311 11{35
2007-08 40 12,185 88.06 9,520 24.73 31 2(72
2008-09 50 12,489 115.01 10,677 99.14 260 158

Total 188 38,548 538.87 | 26,936 262.50 | 1,690 18.90

The amount recovered out of the accepted casebdws abysmal over the
last five years.
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135 Working of internal audit |

Internal audit wing (IAW) was established in thepdgment in 1978. During
the year 2009-10, internal audit of 44 districtsswadanned against which
internal audit was conducted only in 26 districBarticulars of major
comments/observations of the IAW and correctiveioacttaken by the
department have not been received (December 2010).

136 Resultsof audit |

Test check of the records of 36 units relating tateSEXcise receipts revealed
underassessment, loss of revenue, non-levy of fyenamounting
toX 201.88 crore in 10,606 cases which can be categbas under:

®incrore)
Sl. No. Categories No. of cases Amount

1. Non-levy/recovery of duty on excess wastages. 2,323 6.66
Loss in re-auction/bidding of excise shops. 16 7112

3. Non-levy of penalty on non-maintenance of 180 1.34
minimum stock of country spirit/rectified spirit.

4, Non-realisation of license fee from excise shops. 439 31.22
Non-levy of penalty for breach of license 3,133 3.56
conditions.

6. Others. 4,485 81.98

Total 10,606 201.88

During the course of the year, the department d@edepnderassessment and
other deficiencies ot 167.51 crore in 7,566 cases, which were pointedrou
audit during the year 2009-10. An amount f24.22 lakh was realised
in 56 cases during the year 2009-10.

A few illustrative audit observations involvirfg5.09 crore are mentioned in
the following paragraphs.
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3.7 Non-realisation of excise duty on unacknowledged export/
transport of foreign liquor/beer

Four ACs and three DEOs

3.7.1 We observed in

ﬁhe Madhya Pradesh Excise Act, 1915 and hine bottling unit$ and

the Rules made thereunder provide that np three  breweriés  of
seven districts between

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

intoxicant shall be exported/transporte
from any distillery, brewery, warehouse or
any other place of storage unless th
licensee deposits the prescribed dut
leviable on the full quantity of the
intoxicant to be transported/exported o
furnishes a Bank guarantee of an equadl
amount or executes a bond with adequat
solvent sureties for the amount mentione
in form FL 23. Besides, the licensee shal
obtain a verification report from the officer-
in-charge of the foreign liguor warehouse
and furnish it to the authority, who issued
the transport/export permit, within 40 days
of the expiry of period of permit. In case of
default the duty involved shall be recovere

time limit, the

from the deposit made, bank guarante
wished or the security bond executed.
department did not

initiate any action for adjustment of duty agaimstsh deposit or bank
guarantee or bonds even after a lapse of one toah®hs after the permissible
period of 40 days.

After we pointed out the cases, the AECs/DEOs dtétetween January and
December 2009) that 37 verification reports had nbeaeceived and
135 verification reports would be submitted on itleceipt and 25 cases were
under consideration in different courts for viatetiof conditions of the rules.
The replies are not acceptable because the véidiicaeports were not
received within the stipulated period. Further ieplhave not been received
(December 2010).

3.7.2 We observed in seven bottling ufijtand one breweryof six district§
between January and October 2009 that the licendeassported

! M/s United Spirit Ltd., Bhopal; M/s Jubilee BreweraBbappal; M/s Oasis Distillery,

Dhar; M/s Cox India Ltd., Chhattarpur; M/s Silver Oak Indtd.L.Pithampur, Dhar;

M/s Gwalior Distillery, Gwalior; M/s Rairu Distillg, Gwalior; M/s Som Distillery,

Raisen; M/s Redson Distillery, Jabalpur.

M/s Jagpin Brewery Ltd., Chhattarpur; M/s M.P. Beerodacts Indore;

M/s Som Distillery and Brewery, Raisen.

Bhopal, Chhattarpur, Dhar, Gwalior, Indore, Jabalpur anseRai

4 M/s Great Galean Ltd, Dhar; M/s Associated Alcohadl 8rewery Ltd, Khargone;
M/s Som Distillery Ltd, Raisen; M/s Som Distilleryné Brewery Ltd, Raisen;
M/s Ratlam Alcohol and Carbon dioxide Plant, Ratlam; [Bigya Bottling Ltd,
Sagar, M/s Mahakal Distillery, Ujjain.
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1,22,028.02 PL of foreign liquor and 70,980 BL afeb to different foreign
liquor warehouses in the State on 48 permits batWwégrch 2004 and August
2009 involving excise duty & 2.41 crore. It was noticed that in violation of
the provisions, the department issued the tranggorhits without obtaining
the prescribed duty or bank guarantee or bond adiquate solvent sureties
for the amount of duty involved. The verificatiogports of receipt of above
liquor in the destination units were also not om¢ai by the licensees
and submitted to the permit issuing authority witthe prescribed time limit
of 40 days. However, the department did not take aation to recover the
leviable duty from the cash deposit/bank guarasémeiity bonds even after
a lapse of period ranging from one to 59 monthsrafiermissible period
of 40 days.

After we pointed out the cases, the AECs/DEOs dtdbetween January
and October 2009) that the verification reports Mdoe submitted on their
receipt. The fact, however, remains that the \eation reports had not been
submitted to the permit issuing authority withiretprescribed time limit.
Besides, transportation of liquor was also allowetdhout deposit of
duty/bank guarantee or duly executed bond.

We reported the matter to the EC and the Governinetwteen March 2009
and March 2010; their replies have not been redgi@cember 2010).

M/s Som Distillery and Brewery Ltd, Raisen.
Dhar, Khargone, Ratlam, Raisen, Sagar and Ujjain.
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13.8  Non recovery of excise duty/non imposition of penalty |

13.8.1 On inadmissible wastage of spirit/country liquor |

Thirteen Excise officés

We observed

The MP Distillery Rules allow wastage of 0.1 to 0. betwebe”

per cent on account of leakage or evaporation o 2008Decem e(;

spirit transported or exported in tankers from an
November

a distillery/warehouse to another distillery/
warehouse. Up to 2 October 2008 in case of wastag
beyond permissible limit, the EC or the officer
authorised for the purpose, may impose maximuri

2009 that in
respect of cases
, for the period

penalty o 30 per PL. In case of wastage of bottled Bgor o t‘:o
country liquor beyond permissible limit of Opr 2008 cto oenr

cent during transport and 0.3%r cent during export
with effect from 3 October 2008, duty at the| Wastages  of
prescribed rates shall be recovered from the l@ens S.p'“t/ country
Further, as per notification dated 3 October 2@08, liquor  beyond

all deficiencies in excess of the limits alloweddan i _tpermollss_lble
above rules, licensee shall be liable to pay peraalt | 'M'tS ~ durng
export and

the rate exceeding three times but not exceeding fo

times the duty payable on country liquor at thaeti transport of

spirit  penalty

was not
imposed by the departmental authorities as dethiéalv:
Period Commoadity | No of Wastage beyond permissible limit
Description Quantity
November | Spirit 280 Export/transport from 66,900.27 PL
2005 to Permits | distilleries to ware houses
May 2009
November | Country 754 Export/transport from 12,344.675 PL
2005 to liquor cases distillery/manufacturing
July 2009 ware houses to storage ware
houses

After we pointed out the cases, all the Excise ¢@f except those of Raisen
and Jabalpur stated between December 2008 and Neve2009 that cases
had been sent to higher authorities for necesseatipra DEO (Distillery),
Raisen stated (February 2009) that duty on accainexcess wastage
was recoverable by the importing state. The replyat acceptable because it
is inconsistent with the provisions of the ruleheTAEC, Jabalpur stated
(January 2009) that the wastage was within the jssible limit.
Reply is contrary to the audit finding. Further g have not been received
(December 2010).

Though this issue has also been pointed out by asdiee through
Audit Reports, the Department has not invoked pegralisions in large

7 Ashoknagar, Bhind, Jabalpur, Khandwa, Khargone, Narsinghpamna, Raisen,

Satna, Sehore, Sidhi, Tikamgarh and Ujjain.
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number of cases. This inaction on the part of depamtal authorities
has diluted the very purpose of incorporating tbagb provisions to impress
the licensees to maintain the wastage of spirititguliquor within the

permissible limits.

3.8.2 On inadmissible wastagein transport and export of foreign
liquor/beer

Five foreign liquor warehous®and five breweri€sin seven districtd

We observed from the
MP Foreign liquor Rules provide that t r_ecords in five foreign
liuor ware-houses and

maximum wastage allowance for all exportg _. L

of bottled foreign liquor/beer shall be 0.25 f|ye .brewerles in seven
per cent. For all transports, within the same| diStricts between
district it shall be 0.Jer cent and 0.25per January 2009 ar_ld
cent in other cases. If wastages/losses$ February 2010 that_ln
exceed the permissible limit, the prescribed 1,420 ~cases  during
duty on such excess wastage shall bg exp(_)rt/transport . of
recovered from the licensee. As perf [Or€ign liquor,
notification dated 3 October 2008, on all| 8:018.667 PL spirit and
deficiencies in excess of the limits allowed °8:085-69 BL beer was
under rules, licensee shall be liable to pay ShOWn as wastage in

penalty at the rate exceeding three times b{it X¢€SS of the adm'ss'ble
limit by the licensees

not exceeding four times the maximum dut during  the beriod
@able on foreign liquor at that tlmej between April 2008 and
December 2009 on
which duty/minimum penalty of 1.41 crore was recoverable from them. It
was, however, seen that only an amour® 6f69 lakh was recovered from the
licensees in four districtiand no action was taken to recover the remaining

amount of duty/minimum penalty & 1.35 crore. This resulted in non-
realisation of revenue & 1.35 crore.

After we pointed out the cases, all the Excise @ (between January 2009
and February 2010) stated that action for recowerp impose penalty would
be taken as per rule and intimated to audit. Furtie@ort has not been
received (December 2010).

We reported the matter to the EC and the Governrbetween December
2008 and March 2010; their replies have not beesived (December 2010).

Bhopal, Indore, Jabalpur, Rewa and Ujjain.

9 M/s Lilasons Brewery Ltd, Bhopal, M/s M.P. Beer drots Ltd, Indore,
M/s Mount Everest Brewery Ltd, Indore, M/s Skol Brewery Ltsllorena,
M/s Som Distillery and Brewery Ltd, Raisen.

Bhopal, Indore, Jabalpur, Morena, Raisen, Rewa and Ujjain

Bhopal, Indore, Jabalpur and Ujjain.

10
11

43



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

3.9 Non-realisation of excise duty dueto non disposal of
spirit/foreign liquor

Five AECs and two DEOs

We observed between
m case of expiry, non-renewal and cancellatign January and December
of licence or labels, the licensee shall place the2009 that no action
entire stock of liquor under the control of the¢ for cancellation of
DEO. However, he can be permitted to disposethe requisition of the
of such stock to any other licensee within 30 labels and to dispose
days of such expiry or cancellation, failing the stock of foreign
which the EC may ask any other eligibl¢ liquor was taken by
licensee of the State to purchase such stock|othe department even
\may issue orders for the disposal of the stock.| after lapse of the

period ranging from
9 to 48 months.
Thus it resulted in non-realisation of revenu& @&.52 crore as detailed in the
table below:

(R inlakh)
Name of unit Nature of liquor Nature of irregularity Revenue
Spirit/Foreign involved
liquor
M/s Beam Global Spirit & Wine | Foreign liquor Stock of 27,749.77 PL foreign liquor 86.94
P. Ltd, Indore remaining unsold received from different
FL-XA foreign  liquor warehouses between

April and September 2009, was lying
undisposed of.

M/s M.P. Beer Products, Indore | Foreign liqguor and| Stock of 17,075.3 PL bottled foreign liquor 56.07
FL-9 ENA and 14,073.1 PL Extra Neutral Alcohol
(ENA) held by unit after expiry of licence
from 1 April 2008.

M/s Cox India Ltd. Naugaon, Foreign liquor Stock of 23,087.17 PL bottled foreig
Chhatarpur FL-9 liquor and 7,839 BL beer received bagk
— . from Uttaranchal State between April 2008
M/s Som Distillery & Brewery Foreign liquor and February 2009, which was not saleaple 43-90
Ltd, Raisen FL-9 in MP, was lying undisposed of.
M/s White Hall India Ltd. X-A Foreign liquor Stoatf 30,481.5 PL bottled foreign liquar 24.23
was lying undisposed in the foreign liqupr
M/s Ratlam Alcohol Plant Ratlam)| warehouses at Rewa, Sagar, Jabalpur [and 15.58
FL-9 Ujjain districts due to expiry of the
M/s Gold Water Distillery Bhind licenses/lables of the units. 8.13
FL-9
M/s Surya bottling unit Sagar 5.77
FL-9
M/s Mensons Alcohol FL-9A 451
Khargone
M/s S.G. Distillery Jabalpur FL-9 3.90
M/s Alkobrue Distillery FL-9 2.50
TOTAL 251.53

After we pointed out the cases, five AECs/DEOstated (between January
and December 2009) that the proposal for dispdstdreign liquor had been

12 Chhatarpur, Indore, Jabalpur, Raisen and Ujjain.

44



Chapter- |11 : State Excise

sent to the EC for further orders. AEC, Rewa andODEhhatarpur stated
(March and May 2009) that the proposal for dispagdbreign liquor would
be sent to EC. Officer in charge of the foreignutig warehouse at Sagar
stated (October 2009) that letters had been isgudlde concerned distillers
for disposal of foreign liquor. Further reports bBawot been received
(December 2010).

We reported the matter to the EC and the Governrbetween August and
December 2009, their reply has not been receivedém®ber 2010).

| 3.10 Non-levy of penalty for non-maintenance of minimum stock \
Two DEOs

We observed in two

ﬁdistillery licensee is requirem distilleries® in Dhar and
maintain the prescribed minimum stock Khargone districts in May

of spirit at the distillery. In the event of| and June 2009, that the
fa”ure, the EC may impose & pena|ty distillers did not maintain the
not exceeding® five per PL up to 2 | Pprescribed minimum stock of
October 2008 and thereafter rupee ong Spirit on 179  occasions
per BL on the quantity found short of| between June 2008 and May
the minimum prescribed stock| 2009. The DEOs, however,
irrespective of the fact whether any losg failed to take up the matter
has actually been caused to the with the EC for levy of
Government or not. The distillery | penalty ofX 1.15 crore on
officer is required to forward the caseg 14.61 lakh PL spirit up to
of such failure to the EC for levy of | 2 October 2008 and thereafter
penalty for effective monitoring of | on 41.80 lakh BL of

such cases. spirit found short of the
minimum prescribed stock.

This resulted in non-

imposition of penalty of 1.15 crore.

After we pointed out the cases, the DEO, M/s O&sdillery Ltd. stated
(June 2009) that proposal for imposing penaltyhendistiller had been sent to
the EC. The DEO, Khargone stated (May 2009) thatmaintenance of the
minimum stock of spirit did not effect supply ofwry liquor. The reply is
not acceptable as the DEO failed to report the enadt the EC for deciding
the leviability of penalty on the distiller.

We reported the matter to the EC and the Governineteen August 2009
and March 2010, their reply has not been receizetémber 2010).

13 M/s Oasis Distilleries, Borali, Dhar, M/s Assoeidt Alcohol and Brewery,

Khodigram, Khargone.
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3.11 Short recovery of transport fee on poppy straw dueto
incorrect application of rates

Three DEO¥ and PS 2 licensée

We observed between June
Narcotic Drugs &  Psychotropic\ and August 2009 that
Substances (MP) Rules, 1985 provides 16,90,407 Kgs. of poppy
for levy of transport fee at the rate off straw was transported from
% five per Kg for transport of poppy straw| 14 wholesale license®sto
from a PS 2 licensee to anothel other licensees between
PS 2 licensee. Further, transport fee April 2007 and July 2009
at the rate ofX 25 per permit upto | on which transport fee of
31 March 2008 and thereaft€&rl00 per | ¥ 84.52 lakh was leviable
permit is chargeable when poppy straw is at the rate ofR five per
transported from farmers to wholesale Kg. However, the excise
licensees or from one godown to anothgr authorities charged
godown of the same licensee. transport fee of 38,725 at
the rate oR 25 per permit
upto 31 March 2008 and there aftet00 per permit incorrectly. This resulted
in short levy of transport fee &f84.13 lakh.

After we pointed out the cases, the DEO, Mandsaut Meemuch stated
(July and August 2009) that the poppy straw wassparted from one

godown to another godown by the same licensee. DB®, Shajapur

(June 2009) stated that the transporter/consigndrthe consignee was the
same person and it was not transported from onendee to another.
Therefore, the rate applied was correct. Fact, keweremains that the

transfer of poppy straw was not between two godoameed by the same
PS2 licensee. Rather, it was between the godowreset under separate PS2
licences and situated at distant places, as wadsmvirom the record.

We reported the matter to the EC and the Governineteen August 2009
and March 2010; their reply has not been receilatémber 2010).

14 Mandsaur, Neemuch and Shajapur.
= Wholesale licensee of poppy straw.
16 Mandsaur district: Garoth, Kalakheda and Sitamau.

Neemuch district: Barodiyakala, Chaldu, Denthal, Jedkamhakheda, Kankariya
talai and Neemuch, Shajapur district: Agar, Maxi, Slajand Soyat.
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3.12 Non realisation of duty/penalty on shortage of spirit/foreign
liquor

Three distillerie¥ and one warehouSe

We observed between December
2008 and December 2009 that the
excise authorities in the course of

KI'he rules framed under the Act d
not provide for any shortage in th
stock of spirit/ foreign liquor held by| physical verification of stock held
a licensee on any date. ACCOrdingI by the licensees between May
duty/penalty for such shortages shall 2007 and November 2008,
be leviable on the licensee at th noticed shortage of 9,061.1 PL

Kprescribed rates for such shortages.) spirit and 8,935.49 PL foreign

liquor. However, these authorities
failed to take any action to levy duty/minimum pkyeof I 37.20 lakh
recoverable from the licensees for the shortagestanks of spirit/foreign
liquor.

After we pointed out the cases, the DEOs, GunaRaithm stated (December
2008 and December 2009) that the cases had beemrecefto higher

authorities for further orders whereas AEC, Ujjand DEO, Satna stated
(January and March 2009) that the action for regoweas being taken.

Further report has not been received (December)2010

We reported the matter to the EC and the Governivemteen February 2009
and March 2010; their replies have not been redgiecember 2010).

13.13 Non-recovery of penalty for breach of rules |
Eight excise office’s

We observed between
December 2008 and January
2010 that penalty oR 16.38
lakh  was imposed by the
Collector in 2697 cases of
breach of rules or conditions
of licence on different licensees
during the period 2006-07 to
2009-10. Instead of effecting
recoveries of this amount of penalty from the sigz@mount deposited by the
licensees, the department refunded security amalemosited by them
for the years 2006-07 to 2008-09 even after exmfytheir licences.
This resulted in non-realisation of revenu& df6.38 lakh.

After we pointed out the cases, the AEC, Gwaliatest (January 2010) that
the entire amount oR 4.08 lakh had been recovered in 648 cases.
The AEC, Indore stated (February 2010) thdt52 lakh had been recovered
in 215 cases and action for recovery in the remgimmiases was in progress.

KI'he EC or the Collector, in the event
of any breach or contravention of th
rules or conditions of the licence, ma
impose penalty. The penalty s
imposed is recoverable from th
licensee either in cash or fro
\the security amount deposited by him.

r M/s Guna Distillery, Guna, M/s Ratlam Alcohol and Carbondioxint, Ratlam
and M/s Glasgo Distillery, Satna.

Mahidpur District Ujjain.

19 Bhind, Gwalior, Indore, Jabalpur, Narsinghpur, Shahdol,iivand Ujjain.

18
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The remaining AECs/DEOs stated between Decembed 208 January 2010
that action for recovery was in progress. Fact, du@x§, remains that the
recoveries made are subsequent to our interveratimh can not cover up
the irregular release of security without recovgri®Government dues.
Further report has not been received (December)2010

The matter was reported to the EC and Governmemtele® February 2009
and March 2010; their replies have not been redgi@cember 2010).

3.14 Non-realisation of expenditureincurred on Gover nment
establishment

DEO, Khargone

We observed in May and
June 2009 that the expenditure
incurred on the Government

ﬁ/IP Distillery Rules, provide that if
the expenditure incurred on the Sta
Government establishment at @ establishment in two distilleri€s
distillery exceeds fivger cent of the | was T 15.03 lakh whereas
revenue earned on the issue of spilit revenue earned by the

therefrom, by export fee or any othef Government wast 51.76 lakh
levy, the amount in excess of the during April 2008 to
aforesaid five per cent shall be | March 2009. Thus, an amount
Qaallsed from the distille of ¥12.45 lakh was incurred in
excess of five per cent of
the revenue earned which was required to be reafisam the distillers.
But the department did not take any action to recakie same. This resulted
in non-realisation of revenue 3f12.45 lakh.

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

We reported the matter to the EC and Governmenfugust 2009 and
March 2010, their replies have not been receiveztéinber 2010).

2 M/S Associated Alcohol and Brewery Khodigram, Khargone,

M/S Agarwal Distillery, Sabalpur, Khargone.
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3.15 Short levy of Ahata licencefee |

Two AEC$! and three DEGé
FL 1 B Ahata Licencé®

We observed between October
Annual licence fee on FL 1-Bhata 2008 and October 2009 that

Licence adjunct to an FL-1 licence,| licence fee of3 4.34 crore
shall be equivalent to twper cent of of 19 country liquor shops
annual value of FL-1 licence which| was adjusted to foreign
shall be the sum of basic licence fee liquor shops during 2007-08 to
and annual licence fee. Notification| 2009-10. As a result of the
dated 15 January 2008 stipulates that adjustment, the annual value
annual value of country liquor/foreign| of foreign liquor shops (FL-1)
liquor shop shall be recalculated by was required to be revised
adjustment of license fee up to @ from< 22.48 crore t& 26.82
maximum of 20per cent from the crore for determining licence
country liquor shop to foreign liquor | fee in respect of Ahata
shop andrice versa. licences at the rate of twuaer
cent of such revised annual
value of shops. However, it
was noticed that as against the leviable revigezhtie fee of 55.63 lakh, the
excise authorities levietl 44.40 lakh on the basis of pre-revised annualevalu
of shops. This resulted in short levy/realisatibfiaence fee oR 9.23 lakh.

After we pointed out the cases, the AEC, Sagaedté&October 2009) that
objected amount ot 1.02 lakh had been recovered at the instance dif. au
However, details of recovery were not furnished. @)BEBalaghat stated

(April 2010) that objected amount & 58,890 had been recovered in
April 2010. AEC, Jabalpur and DEO, Katni statedwsstn January and
October 2009 that twaqoer cent of annual value of shop was levied
and recovered. The reply is not acceptable becthesdicence fee was not
levied on the basis of recalculated annual valusholps. DEO, Harda stated
in October 2008 that action for recovery would la&en after scrutiny.

Further progress has not been received (Decemli€).20

We reported the matter to the EC and the Governivemteen February 2009
and March 2010; their replies have not been redgiecember 2010).

21
22

Jabalpur and Sagar.

Balaghat, Harda and Katni.

z AHATA LICENCE: The licence, which may be granted to an FL-1 or FL-1&nize
only, shall permit consumption of foreign liquor within ansempises orAHATA
which shall be adjunct to the premises of FL-1 or FL-TtArisee.
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CHAPTER -1V
TAXESON VEHICLES

|41 Tax administration |

The Transport Department functions under the olvexlahrge of Principal
Secretary (Transport). The levy and collection af/fee/penalty on vehicles
is administered and monitored by the Transport Casioner (TC).

He is assisted by three Deputy Transport Commissto(DTC) and internal
audit wing at headquarters level and ten regioraisport offices (RTOs),
10 additional regional transport offices (ARTOS), district transport offices
(DTOs) at the field level.

142  Trend of receipts |

Actual receipts from taxes on vehicles during thst lfive years 2005-06 to
2009-10 along with the total tax receipts during $ame period is exhibited in
the following table and graph.

®Rincrore)
Y ear Budget Actual Variation | Percentage | Total tax | Percentage
estimates | receipts | Excess(+)/ of receipts of actual
shortfall (-) | variation of the tax
State receipts
vis-a-vis
total tax
receipts
2005-06 570.00 556.02 (-) 13.98 (-) 2.45 9,114.)70 610
2006-07 675.00 634.30 (-) 40.70 (-)6.02 10,473[13 606
2007-08 775.00 702.62 (-) 72.38 (-)9.34 12,017.64 585
2008-09 800.00 772.56 (-) 27.44 (-)3.43 13,613/50 568
2009-10 900.00 919.01 (+) 19.01 (+) 211 17,272(77 5.32

It may be seen that though there was an incredsengl in receipts over the
period but the department failed to achieve thegbtidargets substantially

except in 2009-10.

2005- 2006- 2007- 2008- 2009-
O Total Tax receipts (2009-1

06 07 08 09 10
B Taxes on vehicles (2009-10)
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|43 Cost of collection |

The gross collection in respect of taxes on vebjobxpenditure incurred on
collection as furnished by the concerned departnagit the percentage of
expenditure to gross collection during the year97208, 2008-09 and
2009-10 along with the relevant all India averagecpntage of expenditure on
collection to gross collection for 2008-09 are n@med below:

®Rincrore)
Sl Head of Year Collection | Expenditure | Percentage | All India
No. revenue on of average
collection of | expenditure | percentage
revenue on for the
collection year
2008-09
1. | Taxeson 2007-08 702.62 7.60 1.08
vehicles 2008-09 772.56 5.88 0.76 2.93
2009-10 919.01 12.63 1.38
|44 Impact of audit |

During the last five years, audit had pointed oab/short levy, non/short
realisation, incorrect exemption, application ofarrect rate of tax, incorrect
computation etc., with revenue implication?200.78 crore in 39,336 cases.
Of these, the department/Government had acceptdd abservations in
22,211 cases involving 144.27 crore and had since recovetetl92 crore.
The details are shown in the following table:

®Rincrore)

Year of | No. of Objected Accepted Recovered
I/QA\ el;gi:t aﬂ gii'::d l\clgé:;‘ Amount l\ég.sgsf Amount l\clgé;f Amount
2004-05 18 2,100 68.79 2,099 46.40 7 0.p8
2005-06 28 22,211 40.88§ 6,198 9.55 184 0.92
2006-07 18 1,938 20.05 1,938 20.05 -- --
2007-08 19 7,125 49.18 7,125 49.18 42 0.p8
2008-09 28 5,962 21.88 4,851 19.09 311 0,64

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

The percentage of recovery as compared to the tmrtamases has been
abysmal over the last five years. We have brougig glaring issue to
the notice of the head of the department as wehe$inance Secretary of the
Government for remedial action.
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|45 Working of internal audit wing |

Internal audit wing (IAW) has been established he tlepartment with the
objective of conducting internal audit of all suthmiate offices and issuing
instructions for taking proper corrective action oregularities detected
during such examination and checking the repetiti@reof. During the year
2009-10, internal audit of 45 districts was planagdinst which internal audit
was conducted only in 35 districts. Particulars mwijor comments/
observations of the IAW and corrective action takgnthe department have
not been received (December 2010).

146 Resultsof audit |

Test check of the records of 27 units in 2009-18tirey to taxes on vehicles
during the year revealed underassessment of tax o#mer irregularities
involving ¥ 18.44 crore in 5,534 cases which fall under thdovwahg
categories.

®Rincrore)
Sl. No. Categories No. of cases | Amount

1. Non/short levy of vehicle tax, penalty and 1,575 9.03
composition fee on public service vehicles.

2. Non/short levy of vehicle tax and penalty on 2,237 5.79
goods vehicles.

3. Other irregularities. 1,722 3.62

Total 5,534 18.44

During the course of the year, the department dedepnderassessment and
other deficiencies of 5.19 crore in 2,209 cases, which were pointedirout

audit during the year 2009-10 and reali%efl4.92 lakh in 515 cases during
the year 2009-10.

A few illustrative audit observations involving) 11.49 crore highlighting
important audit findings are mentioned in the fallog paragraphs.
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|47 Non-realisation of vehicletax and penalty on vehicles |

Twenty six District/Regional Transport offices

/Tax shall be levied on ev&
motor vehicle used or kept for use
in the State at the rate prescribed
in the MP Motoryan Karadhan
Adhiniyam (Adhiniyam). In case
of default, the vehicle owner shal

be liable for penalty. /

L

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

according to provisions ofAdhiniyam and the Rules made thereunder.

A penalty of% 5.28 crore though leviable was not levied. Thisuted in
non-realisation of Government revenu&€df4.93 crore as mentioned below:

®incrore)
Sl. | No.of | Category of vehicles Period Tax not Penalty Total
No. | offices No. of vehicles involved paid leviable (5+6)
@ @ ©) ) ®) (6) (0
1|26 Goods vehicles 4/05 to 3/09 3.66 1.96 5.62
2,144
2 | 2¢ Public service vehicles 4/05 to 3/09 3.37 1.89 5.26
kept as reserve
983
3 | 28 Public service vehicles 5/05 to 3/09 2.03 1.05 3.08
plying on regular stage
carriage permits
383
4 |18 Maxicab 4/05 to 3/09 0.59 0.38 0.97
383
Total 3,893 9.65 5.28 14.93

Regional Transport Officer (RTO)- Bhopal, Gwaliogghangabad, Indore, Jabalpur,
Morena, Rewa, Sagar and Ujjain,

Additional Regional Transport Officer (ARTO)- Chhindwara, Bhiauna, Khandwa,
Khargone, Mandsaur, Satna, Seoni and Shahdol,

District Transport Officer (DTO)- Barwani, Bhind, MaadINarsinghpur, Rajgarh,
Sehore, Shajapur and Vidisha.

RTO- Bhopal, Gwalior, Hoshangabad, Indore, Jabalpur, MofRReaa, Sagar and
Ujjain,

ARTO- Chhindwara, Dhar, Guna, Khandwa, Khargone, MandSaina, Seoni and
Shahdol,

DTO- Barwani, Bhind, Mandla, Narsinghpur, Rajgarh, @ehShajapur and Vidisha.
RTO- Bhopal, Gwalior, Hoshangabad, Indore, Jabalpur, MpiRaaa, Sagar and
Ujjain,

ARTO- Chhindwara, Dhar, Guna, Khandwa, Khargone, Mand&aina, Seoni and
Shahdol,

DTO- Barwani, Bhind, Mandla, Narsinghpur, Rajgarh, 8paj and Vidisha.

RTO- Bhopal, Gwalior, Hoshangabad, Indore and UjjaiiRTA& Chhindwara,
Dhar, Guna, Khandwa, Khargone, Mandsaur, Satha and Seoni @&dBBrwani,
Bhind, Mandla, Rajgarh and Shajapur.
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After this was pointed out, seven TAstated (between November 2009 and
August 2010) that an amount30.01 lakh had been recovered in 460 cases
and demand notices had been issued in remainirgs.céis other cases the
remaining TAs stated that action would be takemiecy would be made/
demand notices had been issued against/to theltiegatehicle owners.

The matter was reported to the Transport CommissiqifC) and the
Government between June 2009 and March 2010; thply has not been
received (December 2010).

4.8 Levy of vehicletax at incorrect rate and non-levy of penalty
thereon

RTO, Bhopal

/ . : We observed (December 2009) that
Tax on private vehicles of| emporary permits were granted by
different categories is leviable at e TA to owners of 65 private service
specified rates under Firs| \ehicles to carry the staff of factories
Schedule to the Adhiniyam. | qying the period between April 2008
In case of default, vehicle ownef 5,4 March 2009. The TA, however,

kshall be liable for penalty. allowed levy of tax thereon at a lower

rate specified for vehicles of city
services. This resulted in short-levy of tax64.26 lakh and non-levy of
penalty oR 33.32 lakh.

After this was pointed out, the TA stated (DecemB869) that recovery
would be made after scrutiny of the cases.

The matter was reported to the TC and the Goverhrrerdanuary and
March 2010; their reply has not been received (Ddoer 2010).

4.9 Short-realisation of vehicle tax and non-levy of penalty on
motor vehicles

Fifteen District/Regional Transport offides

We observed between March 2009

hicles i lculated he b and January 2010 that vehicle tax in
velicles fis cellelirse) o e assrespect of 201 motor vehicles for

of seating capacity and distance (fthe period between April 2006 and
the route allowed. In case of non- March 2009 was paid short by the
payment'of tax, the vehicle owner vehicle owners either due to
shall be liable for penalty. application of incorrect rate of tax
K / or deposit of tax at lower rates.
Failure of the TAs to detect the application ofarrect rate of tax resulted
in short realisation of vehicle tax & 40.80 lakh. Besides, a penalty
of ¥ 21.76 lakh was also leviable on unpaid amountxyftiat was not levied.

Kl'ax leviable on public seer

° RTO- Rewa, Sagar, Ujjain, ARTO Chhindwara, Khargoneri¢lwa and Mandsaur.
RTO- Bhopal, Gwalior, Hoshangabad, Indore, Jabalpurehoeand Ujjain,

ARTO- Dhar, Khargone, Mandsaur, Satnha and Seoni and

DTO- Mandla, Sehore and Vidisha.
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After this was pointed out, the TAs, Ujjain and Kipane stated (between May
and August 2010) that an amountXoR.30 lakh had been recovered in seven
cases. Other TAs stated that action would be taeovery would be
made/demand notice had been issued against/t@theltihg vehicle owners.

The matter was reported to the TC and the Goverhipemveen April 2009
and February 2010; their reply has not been reddiecember 2010).

4.10 Levy of vehicletax at incorrect rate and non-levy of penalty
on contract carriage per mits

RTO, Rewa

_ \ We observed in May 2009 that
Tax on contract carriages i$ 70 temporary contract carriage
leviable at the rate of 500 per | permits were issued to 22 public
seat per month. In case of non- service vehicles owned by
payment of tax, the vehicle owner 13 operators during the periods
shall be liable for penalty. between April 2008 and

March 2009. The tax was deposited
by the operators at the rates applicable to privedeacational institution buses
instead of the rates applicable to contract cagga@his resulted in short-levy
of tax of% 38.43 lakh and non-levy of penalty®fL0.38 lakh.

After this was pointed out, the TA stated (May 2D@®at action would be
taken after scrutiny of the cases.

The matter was reported to the TC and the Goverhnmeduly 2009 and
March 2010; their reply has not been received (Ddmx 2010).

| 4.11 Failureto levy penalty on belated payment of vehicle tax

Fourteen District/Regional Transport offiées

/ : w We observed between June 2009 and

If tax in respect of any moton january 2010 that vehicle tax in
vehicle is not paid on due dat€, respect of 437 motor vehicles for the
the owner Sha”, |n addltlon to thE period between January 2006 and
payment of tax due, be liable t0 \arch 2009 was paid by the owners
pay penalty at the rate of foper | after delay ranging from 01 to 39
\cent per month. / months. However, penalty was

neither paid by the owners alongwith

tax, nor was it demanded by the TAs. This resultechon-realisation of
penalty oR 25.24 lakh.

After this was pointed out, the TA, Khargone statiddvember 2009) that an
amount oR 1.68 lakh had been recovered in 35 cases and denwdices had

been issued in the remaining cases. In other dasesas stated that action
would be taken/recovery would be made/demand motlead been issued
against/to the defaulting vehicle owners.

! RTO- Bhopal, Gwalior, Jabalpur and Morena,

ARTO- Chhindwara, Dhar, Khargone, Mandsaur and Satna and
DTO- Mandla, Narsinghpur, Rajgarh, Sehore and Shajapur.
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The matter was reported to the TC and the Governifietween July 2009
and February 2010); their reply has not been receflbecember 2010).

| 4.12 Non-levy of vehicle tax and penalty on private service vehicles \

RTO, Gwalior and Indore

/ ; ; ; We observed between November and

Tax on private service vehicles pecember 2009 that vehicle tax in
is payable at the rates specified respect of 23 private service vehicles
in the Adhiniyam except in case| for the period between April 2008 and
of “off road" declaration | \arch 2009 was neither paid by the
furnished by the vehicle owner \ehicle owners, nor was it demanded
Kand accepted by the TA. by the TAs. This resulted in non-

realisation of tax of3 12.19 lakh.

Besides, a penalty &7.24 lakh was also leviable.

After this was pointed out, the TAs stated thaiosmctvould be taken/recovery
would be made after scrutiny of cases.

The matter was reported to the TC and the Goverhinetwveen December
2009 and January 2010; their reply has not beezived (December 2010).

4.13 Non-realisation of vehicle tax and penalty on public service
vehicles plying on city routes/educational institution buses

Four District/Regional Transport offices

We noticed between September 2007
and December 2009 that vehicle
tax in respect of 189 vehicles plying
on city routes/ educational institution
buses for the period between
» April 2005 and March 2009

was neither paid by the owners,
for penalty. nor was it demanded by the TAs.
K This resulted in non-realisation of
vehicle tax oR 7.09 lakh and penalty &4.16 lakh.

After this was pointed out, the TA, Khandwa sta{édnuary 2009) that an
amount of¥ 34,262 had been recovered in six cases, whereasGWwalior
stated (September 2007) that show cause noticesbbad issued to the
defaulting vehicle owners. In other cases the Tiased that demand notices
were being issued/action would be taken/recoveryldvdbe made after
scrutiny of the cases.

The matter was reported to the TC and the Goverhbetween October 2007
and March 2010; their reply has not been receilzeatémber 2010).

/Tax on every public service
vehicle plying on city
routes/education institution bu
is leviable at the prescribe
rates. In case of non-paymen
the vehicle owner shall be liabl

8 RTOs, Bhopal, Gwalior, Jabalpur and ARTO Khandwa.
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4.14 Non levy of vehicle tax and penalty on public service vehicles
plying on all India tourist permits

Three District/Regional Transport Offices

_ ! ; We observed between July and
Tax on public service vehicles November 2009 that seven operators
holding "All India tourist permit'| did not pay vehicle tax in respect
is leviable at the prescribed rates. of eight public service vehicles plying

In case of default the vehicle on all India tourist permits for the

owner shall be liable for penal | period between October 2007 and
March 2009, nor was it demanded by
the TAs. This resulted in non-realisation of tax06.61 lakh. Besides, a

penalty oR 2.52 lakh was also leviable.

After this was pointed out, the TA, Gwalior stat@dovember 2009) that

recovery would be made after scrutiny of the cagesreas the TAs, Jabalpur
and Narsinghpur stated (July and August 2009) #dctibn would be taken

after scrutiny of the cases.

The matter was reported to the TC and the Goverhbretween August 2009
and December 2009; their reply is awaited (Deceribé0).

o RTO- Gwalior and Jabalpur and DTO- Narsinghpur.
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CHAPTER -V
LAND REVENUE

|51 Resultsof audit |

Test check of the records of 92 units relatingatadl revenue revealed loss of
revenue and other irregularities involvitigg14.60 crore in one case which
fall under the following categories:

®Rincrore)
Sl. No. Category Number of cases Amount
1. "Land Revenue receipts in Madhya 1 314.60
Pradesh" (A Review).
Total 1 314.60

A review of "Land Revenue receipts in Madhya Pradesh” with financial
impact ofR 314.60 crore is mentioned in the following parpis
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/5.2 Land revenuereceiptsin Madhya Pradesh |

Absence of cross verification between Tahsil andleCtorate records in
diversion cases, resulted in non-raising/short imgisof demand and
consequential non-realisation of revenu& &2 crore.

(Paragraph 5.2.7)

Non-realisation of revenue &f 66.09 crore due to absence of time limit for
instituting RRCs after demands have been establishe
(Paragraph 5.2.8)

Non-realisation of lease rent &f1.51 crore due to lack of provision of time
limit for execution of lease deed after allotmehbarul land.

(Paragraph 5.2.9)

Non realisation of revenue &f6.63 crore due to non-recovery of provisional
premium and ground rent and non-finalisation of teses of allotment
of land.

(Paragraph 5.2.10)

Non-existence of monitoring mechanism for executibsanctions resulted in
loss of ground rent & 6.89 lakh.
(Paragraph 5.2.11)

Absence of any monitoring mechanism at Collectorateel resulted in
non-realisation of process expens& &.03 crore.
(Paragraph 5.2.13)

There was loss of revenue ®59.13 crore due to allotment of land at throw
away prices in contravention of Revenue Code gindsl|

(Paragraph 5.2.16)

Non-raising of demand of installment of premiumutéed in non-realisation
of ¥ 132.50 crore.
(Paragraph 5.2.17)

Non-levy of interest resulted in non-realisatiorX .70 crore.
(Paragraph 5.2.18)

Land diverted for commercial purposes was treatecesidential resulting in
short realisation of rent/premium 3f1.38 crore.
(Paragraph 5.2.20)

The exchequer was deprived of revenue3oR8.09 crore due to non-
levy/deposit of service charge and interest.
(Paragraph 5.2.26)

|5.2.1 Introduction |

Land revenue includes all money payable to the @wment for land,
notwithstanding that such moneys may be descritegramium, rent and
lease money. Where the land assessed for use gfwpese is diverted for
any other purpose, the land revenue payable on $amth is liable to
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be charged and assessed in accordance with theseutp which it has been
diverted. Diversion rent and premium is assessedhiey Sub Divisional
Officers (SDO) in such cases. Ground rent, preméama interest is levied on
Government land allotted on lease. Moreo¥Ranchayat Upkar is also levied
on land revenue in respect of land situated?amchayat areas. Levy and
collection of land revenudJpkar, fine, penalty, process fee and interest are
regulated under Madhya Pradesh Land Revenue CodelLRK1), 1959,
Panchayat Raj Adhiniyam (PRA), 1993, Madhya Pradeslokdhan (Shodhya
Rashiyon ki Vasuli) Adhiniyam (MPLA), 1987 and rules made thereunder,
Revenue Book Circular (RBC) and notifications/exe@u instructions.
Land revenue receipts are deposited under Majod ife&l) 0029.

We decided to review the system of assessment,dadycollection of land
revenue receipts in the state which revealed a pundd system and
compliance deficiencies.

|5.2.2 Organisational setup |

The Revenue Department is headed by the Princigare®ary at the
Government level. He is assisted by the CommissjoBettlement and
Land Record (CSLR). Commissioners of divisions eiser administrative
and fiscal control over the districts included fre tdivision. In each district,
Collectors administer the activities of the depanin It is entrusted upon the
Collector of a District to place one or more Asmidt Collector or
Joint Collector or Deputy Collector in charge ofab-division of a district.
The officers so placed in charge of a sub-divisiom called SDOs. They have
to exercise such powers of the Collector as areectid by the
State Government by notification. Superintenderdigtant Superintendent,
Land Record (SLR/ASLR) are posted in the Colledtofar maintenance of
revenue records and settlement. Tahsildars/Additidahsildars are deployed
in the Tahsils as representative of the revenuertigent. There are ten
revenue divisions, each headed by a CommissioQedjdiricts, each headed
by a Collector and 318 Tahsils in the State.

|5.2.3 Scopeof audit |

The records of the years from 2005-06 to 2009-10 14f out of
50 Collectorates and 7®ut of 318 Tahsil offices were test checked behwee
May 2009 and March 2010. The selection of units dase through simple
random sampling without replacement method.

|5.2.4 Audit objectives |

We conducted the review with a view to:

» assess the efficiency and effectiveness of theesygor assessment,
levy and collection of land revenue, premium, gebuant, diversion
rent, penalty and cess; and

Bhopal, Dhar, Gwalior, Hoshangabad, Indore, Jabalpurardgdme, Mandsaur,
Ratlam, Sagar and Ujjain.
Details given at annexure- A.
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» assess whether an adequate internal control mechaekisted to
ensure proper and timely realisation of revenue.

15.2.5 Acknowledgement |

We acknowledge the co-operation of the Revenue iDapat and its field
offices for providing information to audit. An eptconference to discuss the
objectives, scope and methodology of audit was hatth the Additional
Secretary of the department in March 2010. The exitference was held in
November 2010 in which the Principal Secretary r&eacy and two additional
Secretaries of Land Revenue Department participated

15.2.6 Trend of revenue |

The Budget Manual provides that the estimates shialde into account only
such receipts as the estimating officer expectsetactually realised or made
during the budget year. The Budget Manual cleadyes that if the test of
accuracy is to be satisfied, not merely shouldtaths that could have been
foreseen be provided for, but also only so mucld aa more should be
provided for as is necessary.

The trend of revenue for the last five years en@ihdviarch 2010 is as below:

®incrore)
Y ear Revised Actual Receipts | Percentageincrease (+) decrease (-)
Estimates over revised budget estimates

2005-06 85.55 77.16 (-) 09.81
2006-07 125.00 132.21 (+) 05.7)7
2007-08 122.45 129.15 (+) 054y
2008-09 156.01 338.84 (+)117.19
2009-10 161.81 180.03 (+) 11.2p

We observed that while preparing the budget estimydhe department did not
account for the actual receipts during the previggar. Reasons for
sharp increase in actual receipts in 2008-09 wenk farnished despite
requests in January, April, and May 2010 followgddemi official reminder
in June 2010.

| Contribution of receipts from land revenueto total tax revenue |

®Rincrore)
Y ear Total tax revenue | Land revenue Per centage contribution
of (3)to (2)
1) ) ) (4)
2005-06 9,114.70 77.16 0.85
2006-07 10,473.13 132.21 1.26
2007-08 12,017.64 129.15% 1.0y
2008-09 13,613.50 338.84 2.40
2009-10 17,272.77 180.03 1.04
Total 62,491.74 857.39
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The percentage contribution of the receipts undardLRevenue to the total
tax receipts in the state registered a sharp isereduring 2008-09.
The reasons for increase were not furnished bgdpartment despite requests
in January, April and May 2010 followed by demi iol reminder in
June 2010.

Minor head wise analysis of receipts under MH 0029 during
fiveyears

Minor head 101 comprises land revenue/ tax whilendvli head 800

(other receipts) includes premium and rent fridlaeul land, premium from

diverted land and penalty. These two minor headstdated an average of
95.63per cent of the total receipts under MH 0029 during the fa® years.

®Rincrore)
Year Minor head-101 Minor head- 800 Total Per centage
Revisd | Actudl | Revised | Actual | qeioc | @ro@lof
Estimates | Receipts | Estimates | Recepts & 800 I
Actual Head
Receipts | receiptsto
land
revenue
receipts
2005-06 22.02 44.29 57.16 25.75 70.04 90,77
2006-07 32.02 89.66 84.28 39.56 129.22 9774
2007-08 33.02 80.26 89.43 42.6[7 122.93 95/18
2008-09 38.41 297.43 109.60 34.28 331.71 97190
2009-10 39.91 128.04 111.90 37.99 166.03 92|22
Total 165.38 639.68 452.37 180.25 819.93 95.63
300
2501
2004
g
o
5 1504
£
1004
504
04

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

0101 (RE) B101 (AR) 800 (Other Receipts) (RE) M 800 (AR)
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During preparation of the budget estimates, theiaito achieve as close an
approximation to the probable actual, as possibe.observed that the actual
receipts under minor head 101 was more than @0Ocent of the budget
estimates in all the five years under review wihiie noticed a reverse trend
under minor head 800. The department needs towehie process of framing
budget estimates to make it more realistic.

Actual receipts under minor head-800 (Other resgipuring the last five
years is only 39.8%er cent of the revised estimates which is indicative of
deficiencies in assessment/ realisation of premameh rent fromNazul land,
premium from diverted land and penalty which arescdssed in the
succeeding paragraphs.

|Audit findings |

| System deficiencies |

15.2.7 Non-realisation of revenuein diversion cases |

We noticed in four

ﬂ per Section 58 and 59 of MPLR@S CoIIeptorate% and 14
Para 14 of RBC, when land is diverted Tahsil$/SDO offices that
for use of any other purpose, the revenug 2,342 cases of diversion
officer would prepare land holder wise| Were decided by the SDOs
khatauni in form B-I containing therein | Petween October 2004 to
the details of the diversion cases assessgdOctober 2009 which
during the year and send it to the Involved  recovery  of
Tahsildar for updating his records and diversion rent, premium,

recovery of diversion rent and premium. Panchayat Upkar and fine
We observed that there was no | Of ¥ 81.84 crore. Out of

provision in the MPLRC or RBC to these, statement in form
cross verify the records of Tahsil and B-1 was not prepared in
the Collectorate to ascertain proper respect of 73 cases for
and timely recovery of diversion rent onward  transmission to

and premium. In the absence of any| Tahsildar for raising the

reconciliation statement containing the| deémand; in 416 cases,
number of diversion cases received frony B-1 statement was prepared
the SDO and the action taken for| Petween October 2005 and
recovery in these cases by the Tahsildaf, October 2009 but not sent
the Collector is in no position to ascertain © the respective Tahsildars
instances of loss of revenue due to non- for recovery while in the

raising/short raising of demand in| 'émaining 1,853 cases,
diversion cases. though B-I statements were

sent between October 2006
and November 2009 to the
respective Tahsildars but action for raising thended was not taken by
the latter. Besides, in two diversion cases of ibjjand 10 cases of

3 Bhopal, Gwalior, Hoshangabad and Indore.

4 Ater (Bhind), Baldeogarh (Tikamgarh), Gwalior, Huzur h@al), Itarsi
(Hoshangabad), Jabalpur, Jawad (Neemuch), Khargone, Mandsaamubh,
Ratlam, Sardarpur (Dhar), Singrauli and Shajapur.
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Hoshangabad, demand noted in B-I was shortbgight lakh while in
143 cases of Khargone, deman®af0.90 lakh as again3t19.52 lakh was
raised. Non raising/short raising of demand reduite non- realisation of
revenue oR 82 crore.

After we pointed out, nine Tahsildarstated (between June 2009 and
March 2010) that demand would be raised. Furthmur SLRs (diversion)
and five Tahsildafs stated (between November 2009 and March 2010)
that necessary action would be taken. Further teg@ve not been received
(December 2010).

The Government may consider prescribing a mechanism for correlating
the cases of assessment of diversion rent with the records of the monthly
statement of demand and collection submitted by the Tahsildar to the
Collector.

5.2.8 Non-realisation of revenue due to absence of time limit for
initiation of recovery proceedings

5.2.8.1 We observed 8in nine
@ection 155 of MPLRC provides}n Collectorate§ (Nazul)® and

recovery of dues not paid on or befor¢ three Tahsfl offices (between
due date as arrears of land revenue hyJune 2009 and March 2010)
attachment and sale of movable gr that premium, ground rent
immovable property of the defaulters| and diversion rent ot 51.79
However, no time limit has been crore due for the period
prescribed in the MPLRC for falling between 2005-06 and
initiation of recovery proceedings for | 2009-10 in 4,975 cases was
recovery of dues as arrears of land | Mot paid by the assessees.
revenue. Recovery proceedings for
K / recovery of dues as arrears of
land revenue were not
initiated by the respective assessing officers eafégr considerable efflux of
time. Besides, in 13 Tah$lloffices, as per village wise demand and collection
register and monthly statements, outstanding armraraccount of land
revenue,Upkar and Shala kar wasX 13.04 crore. We noticed that in these
cases even details of defaulters were not availabtein the absence of the
same, the Tahsildars were not in a position toait@trecovery proceedings.
This resulted in non-realisation of revenu& @4.83 crore.

After we pointed out, the TahsildéNazul) Ujjain stated (November 2009)
that recovery of dues is done in the Tahsil offiGeply is factually
incorrect because recovery of dues in respediadil land is to be done

° Ater (Bhind), Baldeogarh (Tikamgarh), Itarsi (Hoshaveg, Jabalpur, Jawad
(Neemuch),Mandsaur, Sardarpur (Dhar), Singrauli and Shajapur.

Gwalior, Huzur (Bhopal), Khargone, Neemuch and Ratlam.

Bhopal, Dhar, Gwalior, Hoshangabad, Indore, Mandsaur, Raflagar and Ujjain.
Government land which is used for construction or puliliity purposeviz bazar or
entertainment places. This land has site value andgnieuiural importance.

Bina (Sagar), Dharampuri (Dhar) and Ujjain.

Huzur (Bhopal), Indore, Issagarh (Ashoknagar), Maiher (Hathdandsaur,
Mungawali (Ashoknagar), Neemuch, Ratlam, Sagar, SewdaalD8ingrauli, Siron;j
(Vidisha) and Tikamgarh.

6
7
8

9
10

65



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

by Tahsildar (Nazul). Six Tahsildars stated (between June 2009 and
March 2010) that action would be taken after olarthe list of defaulters
from Patwaris. Remaining revenue officers stated (between JW® Znd
March 2010) that necessary action would be taken.

5.2.8.2 We observed in three Collectordfe¢Nazul), Rajdhani Pariyojana
(Nazul) Bhopal and 48 Tahsil offickthat fine of? 1.26 crore was imposed
between October 2005 and September 2009 in 18 &3$swf encroachment.
However, this was not paid by the defaulters arst @lot recovered by the
respective Tahsildars as arrears of land revenueer Ave pointed out,
respective revenue officers stated between May (@9 March 2010 that
necessary action would be taken.

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

5.2.9 Non-realisation of lease rent, ssamp duty and registration fee
dueto absence of time limit for execution of lease deed

We noticed in Collectorate
Bhopal and Gwalior and

ﬁara 28 of the RBC providesmm

execution and registration of lease deg
within  “reasonable time” after
allotment of theNazul land. Further, a
lease deed for more than 12 months is

d Tahsil Huzur (Bhopal) that
1271 acres oNazul land was
allotted in 51 cases (between

aJune 2007 and June 2009) to

compulsorily registerable documen{ Vvarious allottees. However, in
under the Registration Act, 1908 11 cases lease deeds were not
However, no time limit is prescribed | executed till the date of
in the RBC or MPLRC for execution | audit. This led to non-

of lease deed and realisation of lease rent, stamp
duty and registration fee

Qereof.
of ¥ 1.51 crore.

After we pointed out, theNazul officer, Bhopal stated (January 2010) in
respect of one case that registered copy of theeawggnt would be obtained
while in respect of another case he stated thaeagent had been registered.
Nazul officer, Gwalior andRajdhani Pariyojana, Bhopal and Tahsildar,
Bhopal stated (between October 2009 and Januaid) 204t necessary action
would be taken.

registration

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

1 Huzur (Bhopal), Mandsaur, Mungawali (Ashoknagar), NeédmGewda (Datia) and

Tikamgarh.
Bhopal, Indore and Jabalpur.
Details given at annexure- B.

12
13

66



Chapter- V : Land Revenue Receipts

5.2.10 Non-r ealisation of revenue due to non-recovery of provisional
premium and ground rent in case of advance possession

We observed in

As per provision of Paragraph 29 of the RBG, Collectorate  Kazul)
whenever advance possession of GovernmgniBhopal and Ratlam that
land is given to the applicant in anticipatior] advance possession of
of the final sanction, the provisional premiun Government land
and ground rent should be recovered on theMeasuring 5.15 acre and
basis of estimated premium and ground rent. 35-05 acre respectively
In the mean time, the applicant should Was given to Madhya
provide an undertaking that he will pay| Pradesh Housing Board
premium and ground rent, which the (MPHB) (between
Government finally decidesVe noticed that | October 2006 and June
no time limit for submission of thecasefor | 2007). In  case of

final allotment is fixed. Bhopal collectorate, the
\\ / provisional premium

and annual ground rent
of ¥ 4.50 crore and 22.52 lakh respectively was not recovered. In adse
Ratlam Collectorat& 20 lakh against provisional premium ¥f1.24 crore
was recovered leaving the balance of premiun¥ df.04 crore and annual
ground rent of¥ 6.18 lakh unrecovered. In both the cases the amoun
payable on account of provisional premium and ahgt@und rent upto the
year 2009-10 worked out ®6.63 crore. However, the Collectorat®azul)
did not take any action to recover the dues noc#ses were submitted to the
Government for final allotment even after a lap$enore than three years.
Thus, the cases have been pending for want of fsaiction from
the Government.

After we pointed out, the respectiiazul officers stated (between November
2009 and January 2010) that necessary action vixeutdken.

The Government may consider prescribing time limit for submission of
cases of advance possession for final allotment.

5211 Loss of revenue due to non-existence of monitoring
mechanism for execution of sanctions

We noticed inRajdhani
ﬁs per standard condition embedded in the Pariyojana Bhopal and
sanction orders issued by the Government fprCollectorate  azul),
allotment of Government land, if premium| Indore that sanction for
and ground rent is not paid within six months allotment of 12.68 acres
of the issue of sanction, the sanction ordg¢rof Nazul land in
would be cancelled. This requires that in sughtwo cases were issued
cases the premium and ground rent should bebetween  April  and
assessed and demand be raised by thé&eptember 2008.
revenue officer in due expedition| In these cases the
immediately after issue of the sanction by the demand  notice  for
Governmento safeguard revent premium and ground
rent was issued by
the revenue authorities after lapse of six monthshe issue of sanction.
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As a result, these sanctions could not be execatatl government was
deprived of revenue & 6.89 lakh on account of ground rent during 2008-09

After we pointed out, th&azul officer, Rajdhani Pariyojana, Bhopal stated
(January 2010) that necessary action would be takdile Nazul officer
Indore stated (February 2010) that necessary gogdaould be obtained from
the Government.

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

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

We observed in seven
Collectorate¥ and 29
Tahsil® offices (between

ﬁccording to Section 3 of M.R/anijya Fasal
(Bhoomi par kar) Adhiniyam 1966, tax on
land under commercial crops for each November 2009 to
agriculture year is leviable at the rates March 2010) that
specified therein. These rates have not beprsoyabean was produced
revised nor any new crop added to the listin 220.94 lakh acre
since 1970. Madhya Pradesh is the biggestduring 2004-05 to
producer of soyabean in the country and 2008-09. In Dhar, Indore
Soyabean is also taxable under the M|Pand Ratlam Collectorates
\Commercial tax Act/VAT Act as oilseeds. soyabean was produced
in an area of 63.95 lakh
acres compared t& 14.64 lakh acres under the other commercial crops.
Non inclusion of soyabean in the list of commeraiadps resulted in loss of
revenue of 4.42 crore at the minimum rafef % two per acre.

After we pointed out, respective Revenue Officeasesl (between November
2009 and March 2010) that action would be takeeragéceipt of instructions
from the Government.

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

14 Dhar, Hoshangabad, Indore, Khargone, Mandsaur, Ratlamaaadl. S

5 Details given at Annexure- C.

16 The rate ofR 2 per acre is leviable on land under commercial cropsottbn and
ground nut while in respect of crops of opium, sugar cai®cto, mesta and sun
hemp the rate i 4 per acre.
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5.2.13 Non-realisation of process expenses due to lack of
monitoring mechanism in the Collector ates

We ob§erved in 67 Tahsil

m:. Lokdhan (Shodhya Rashiyonh offices” (between May
Vasuli) Adhiniyam, 1987 (MPLA) and | 2009 and March 2010)
MPLRC provides that the recovery officer that X 167.55 crore was
will register the revenue case in his| recovered between April
Revenue case Register after receipt gf 200> and September 2009
Revenue Recovery Certificate (RRC) and 29ainst the RRCs of
issue demand notice within 15 days] Panks and other
As per Adhiniyam and rules made | departments on which

thereunder, process expense at the rate pfProcess expense &f5.03
three per cent of principal amount is | Cforé was recoverable.
leviable. In order to monitor the | However, the details of
correctness and timeliness of recovery of démand and collection
process expenses, it is appropriate that tHe Of Process expense were
Collector receives a monthly statemen{ NOtonrecordin the Tahsil
from the Tahsildars containing amount| ©ffices. Thus, absence of
due for collection and that which is| &V monitoring
actually collected as process expenses. mechanism —in  the
However, we noticed that no such Collectorates to assess the

monitoring mechanism was prescribed. correctness and timeliness
of collection of process
expenses resulted in non-

realisation of process expense ¥f5.03 crore. In Huzur (Bhopal) and
Hoshangabad Tahsil offices, we observed that psoeggense ot 8.47 lakh
was recovered by the Revenue officer under 84 ahsl(between July 2007
and March 2009), but the details of demand agavhsth recovery made was
not available in the Tahsil except in five casesHaishangabad involving
recovery oR 1.21 lakh.

After we pointed out, the officer in-charge Collaette Bhopal stated
(January 2010) that the record relating to recowdrprocess expense is not
maintained. Tahsildar, Khargone stated in MarchO2iat process expense is
not applicable to co-operative banks. The replyasacceptable because it is
not in conformity with the rules. Tahsildar Indo@nd Mhow stated
(January and February 2010) that bank is resp@nsibolrecovery. The reply
is not acceptable because Tahsildar is responfibldemand and collection
of the process expenses. Officer in charge of Calfate Indore and the
remaining Tahsildars stated (between June 2009 Macch 2010) that
necessary action would be taken.

The Government may consider prescribing appropriate monitoring
mechanism in the Collectoratesfor timely realisation of process expense.

r Details given at annexure- D.
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5.2.14 Non-levy of Panchayat Upkar on premium collected in
gram panchayat area

We noticed in
ﬂ per section 58(2) of MPLRC thetew\ Collectorate Jabalpur and

“Land revenue”, includes all moneys| rahsil offices of Huzur
payable to the State Government for lang (Bhopal) and Mandsaur
in the form of premium, rent, lease money| (Petween December 2009
quit-rent etc. Further, Section-74 of M.p| and February 2010) that
Panchayat Raj Adhiniyam, 1993 provides Panchayat Upkar was not
for levy of Panchayat Upkar at specified | @ssessed and levied on the
rates in each revenue year igram | Premium in 837 diversion
panchayat area. ThusPanchayat Upkar is | C@Ses ofgram panchayat
leviable on diversion rent as well as off 2'¢2 decided between

premium collected igram panchayat area October 2005 qnd
,sSeptember 2009. Besides,

because premium is also land revenue as: i .
wr section 58 (2) of MPLRC. J in Collectorate (diversion)

Bhopal and 13 Tabhsil
offices'®, we noticed that
Panchayat Upkar was not assessed in 1452 cases of diversiogramh

panchayat area decided between October 2005 and Septemi®&. Ihis

resulted in non-levy/realisation Banchayat Upkar of ¥ 1.55 crore.

After we pointed out, the Tahsildar Huzur (Bhopstted (December 2009)
that there is no rule for levy d®anchayat Upkar on premium. The reply is
factually incorrect because as per section 58(2IBERC, premium as well
as diversion rent are land revenue &adchayat upkar should be assessed on
such revenue.

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

15.2.15 Internal control mechanism |

|5.2.15.1 Internal audit |

The internal audit wing of a department is a vitamponent of its internal
control mechanism. We observed that though inteaualit wings were in
operation at the divisional level but informatiom dhe organisational
structure, existence of audit plan, staff strenflipw up action on reports
etc. was not furnished by the department. Ourdiestk further revealed that
internal audit of Rajdhani Pariyojana (Nazul) Bhopal, Collector (SLR)
Bhopal, Collector (SWBN) Indore and Collector (Disn) Gwalior was
conducted once in the last five years, while nermal audit of the remaining
sections of the 11 selected Collectorates was ataduduring this period.
No internal audit was conducted by the departmer&it® out of 78 Tahsils
during the last five years. The details of insp&ttireports issued,

18 Burhanpur, Huzur (Rewa), Jhabua, Kailaras (Morena), kjhate (Dewas),

Mandsaur, Mhow (Indore), Neemuch, Pandurna (ChhindwarajarRaSheopur,
Tikamgarh, and Vijaypur (Sheopur).

19 Details given at annexure -E.
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number of objections raised, amount involved eawehnot been furnished by
the Department despite request.

|5.2.15.2 Departmental inspection |

We  observed that the

RBC provides that the Commissioner 9f Commissioners conducted 52
the division should inspect revenug and 112 inspections as against
courts of each Collectorate and Tahsil [n88 and 156 inspections of

two and three years respectively while Collectorates and  Tahsils

the Collector should inspect each Tahsilrespectively during the period

of his district every yee under review. The Collectors

had to conduct 390 inspections
of Tahsils but they conducted only 117 inspectidite details of inspections

conducted and points raised/included in inspectiotes/memorandums etc.
have not been furnished by the Department despijgest.

| Compliance deficiencies |

5.2.16 Loss of revenue due to allotment of Government land on
throw away prices

Commercial Purpose

5.2.16.1 We observed in
Rajdhani Pariyojana Bhopal
that Nazul land measuring
20.53 hectare (situated within
Bhopal city municipal limits)
was leased (January 2008) to
M/s Essel Infra projects
Limited for setting up of
a water park. During scrutiny of
the case we observed that the
land was leased in January 2008 on the rates wfudtgral land prevailing in
2005-06 ak 17.66 per sg. ft. approx. as against the minimata ofX 60 per
sq.ft. prescribed vide order dated 7.11.2002 unBara 23 of RBC.
This resulted in short realisation ¥f11.46 crore and undue benefit to the
company.

fAs per circular no. F-6-47/Muzul/
37 dated 7.11.2002 of Revenu
Department, in case of allotment o
Government land on lease basi
otherwise than through auction, th
land shall be allotted at the rate
% 60 per sq. ft. in case of towns/citie
Qaving population of 10 lakh or above

After we pointed out, théazul officer stated (January 2010) that premium
and land rent was levied in accordance with thetsam of Government and
the points raised by audit would be brought toribéce of the Government.
Further reply has not been received (December 2010)
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5.2.16.2 We noticed in Jhabua thidazul land measuring 149 sq. m. was
allotted toNagrik Sahkari Bank at premium and ground rent?.40 lakh by
applying non-commercial rate
of land of¥ 1,500 per sq. mt.
This led to loss of revenue
of ¥ 17.31 lakh based on
commercial rate of 11,600 per
sq. mt. Further reply
has not been received
(December 2010).

/RBC—IV-I read with Governmer
circular dated 4 April 1997 provide
that allotment of land to commercia
co-operative institutions (other tha
agriculture based institutions) shall b
made at the rate prescribed in th
market value guidelines applicable fo

registration of documents. After we pointed out, the

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

|Housing Purpose |

5.2.16.3 We observed in the office &tajdhani Pariyojana, Bhopal that

10 acre land situated in ward 30 of the city wdsttad in August 2007 to
MPHB for building houses
for MLAs and MPs at the rate
of ¥ 3,200 per sq. mt. and
annual ground rent at fivper

cent of the premium. As per

/RBC-IV-I provides for allotment
of land for housing purposes t
Madhya Pradesh Housing Boar
(MPHB) and Cooperative Housing * _
Society (Society) on payment of this rate, the premium was
premium at 60per cent of market | fixed as 12.96 crore and
value of land and annual ground rent at ground rent at 64.77 lakh.
\ﬁve per cent of the premium. However, we noticed that the

Nazul officer issued demand
notice of X 7.77 crore as
premium an& 32.38 lakh as rent to MPHB in October 2007 and #&mount

was deposited by the Board in January 2008. Tlsiglted in short realisation
of revenue oR 5.52 crore.

After we pointed out, thélazul officer stated (January 2010) that the issue of
application of incorrect rate would be brought he notice of Government.
He further accepted that tiNazul officer had issued incorrect demand notice
in October 2007 and agreed to raise demand. Furdport has not been
received (December 2010).

5.2.16.4 We observed in Collectorat@azul) office, Bhopal that the
Collector submitted a proposal to the Governmentaflmtment of 11.68 acre
land of village Nevri in Tahsil Huzur, Bhopal on Aligust 2008 tdRajdhani
Patrakar Griha Nirman Sahkari Samiti Maryadit. In this proposal the
Collector mentioned that the rate ¥f 2500 per sq. mt. was appropriate
as the Bhopal Polickarmachari Griha Nirman Samiti, located adjacent to the
above land, was allotted at the rateXd?,500 per sq. mt. However, this land
was allotted by the Government at the rat& &0 per sq. ft¥ 645.60 per
sq. mt.) on 25 August 2008 as per orders of then€ibof ministers. As per
this order, the land was allotted at a premium @maual rent o 3.21 crore.
When we requested for the minutes of the meetlagffoting in this case,
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no reply was given by the Government despite defficial request.
Allotment of residential land at such throw awayces by the Government
was contravention of the provisions contained imaP26 of RBC-IV-I and
consequent loss of premium and ground rert 424 crore. It is worthwhile
to mention that the Collector had suggested inrégp®rt of 11 August 2008
that even if this land is auctioned under Para 2RBC-1V-I, it would fetch
more thar¥ 7.09 crore.

After we pointed out, the Tahsildar stated (Jand0%0) that the allotment
was done by the Government.

5.2.16.5 We observed ifRajdhani Pariyojana, Bhopal that the Collector
proposed allotment of 5,000 sq.

RBC-IV-1 provides for allotment of| ft. of land toAkhil Bhartiya Pal
nazul land to the caste based societies priMahasabha at premium and
payment of premium at 7per cent of | rent ofX 33.46 lakh as per para

market value of land and 5fer cent | 26 of RBC-IV-I in August
of normal ground rer 2008. However, we noticed that

this land was allotted to the
society at nil premium and annual rent of Rupee byethe Government
through its orders dated 11.09.2008.

Similarly, in another case of Tahsil Huzur, Bhopa¢ noticed that the
Collector submitted a proposal in August 2008 te tGovernment for
allotment of 5,000 sq.ft. land teleena Samaj Sewa Sangathan at premium
and rent oR 8.93 lakh. However, we noticed in this case alsd this land
was allotted to the society at nil premium and ahment of Rupee one by the
Government through its orders dated 9 January 2009.

When we requested for the minutes of the meetiegiioting in these cases,
no reply was given by the Government despite ddfiwial request. Such free
of cost allotment of Government land was contraryPara 26 of RBC-IV-I
and also resulted in loss of revenu& @f2.39 lakh.

After we pointed out, thé&lazul officer Rajdhani Pariyojana (Nazul) Bhopal
and Tahsildar Huzur (Bhopal) stated (December 20@9 January 2010) that
the sanction for allotment was granted by the Gowemnt and the issue raised
by audit would be brought to the notice of Governté&urther report has not
been received (December 2010).

5.2.16.6 Allotment of land for constr uction of Dharamshala

We observed in the Office of CollectdNazul) Sagar thatNazul land
(24,642 sq. ft.) was allotted by
RBC-IV-l provides for allotment| the department (June 1999) to
of land for religious or social purpos¢ Shree Jhulelal Mandir Trust for
to any trust on payment of premium construction ofdharamshala on
at 75per cent of market value of land| payment of premium and
and ground rent at 5@er cent of | additional premium ofR 73.92
normal ren lakh and annual ground rent
of ¥ 92,407. As per conditions
of the sanction, premium and rent was to be paidth®y trust within
six months of the issue of sanction, failing whitte sanction was to be
deemed as cancelled. However, the trust failecbtopty with this condition

73



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

and the sanction lapsed. After nine years, the rtiepat again issued
(June 2008) a sanction for allotment of the samd ta the same trust without
any premium and on token annual ground rent of Bupee. The revised
allotment order of June 2008 did not specify angsom for allotment of

Government land at such concessional rate, exbapittwas a 'special case'.
When we requested for the minutes of the meetiegffoting in this case,

no reply was given by the Government despite ddfitial request.

Such order was a repudiation of RBC-IV-I and ledldss of revenue
of X 2.52 crore.

After we pointed out, théazul officer stated (February 2010) that the land
was leased out in accordance with the sanctiordsby the Government and
necessary action would be taken after receivingruogons from the
Government. Further report has not been receivedémber 2010).

5.2.16.7 We observed in three collector&feand Tahsil Huzur (Bhopal)
/ \ that due to non-
RBC-IV-I provides for allotment oNazul land | observance of the
for educational purpose on payment of provisions of RBC-IV-I
premium at 50per cent value of land on the| the Government was
basis of minimum rates prescribed therein apddeprived of revenue
annual ground rent at twmer cent of premium. | of ¥ 34.74 crore as per
Further, premium is not chargeable if the landdetails given below:
kis allotted for establishing a medical collegej

Sl. Name of the Land Area Date of Date of Audit Observation
No Society (in hectare)/ | proposal Govern-
(Purpose) place of ment
Collector sanction
Premium Premium
Rent (%) Rent (%)

1) 2 (©) (4 ©) (6)

1 | ShriDigambar | 2.024 6 July 28 March | Village Kanadiya is
Jain Museum | (Kanadiya) | 2006 2008 in periphery of Indore
Shodh Indore 245025 | 245025 | City and the
Sansthan applicable rate should
Samiti 4,901 4,901 have beeR 60 per sq
(Educational) feet as per RBC

However, the land
was allotted at the
rate ofT 2.25 per sq
ft. This resulted in
loss of premium and
annual ground rent of
¥ 66.66 lakh

20

Bhopal, Hoshangabad and Indore
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@

3

©)

4

©

(6)

Gram Bharti
Shiksha Samiti
Madhya
Bharat

(Educational)

8.375
(Shahpura)
Bhopal

June
2008

61,56,257

22 August
2008

6.15,626

1,23,125

12,313

The Governmen
sanctioned the
premium at five per
cent, against the
Collector's proposal
of 50 per cent as per
RBC. This resulted ir
loss of premium and
annual ground rent af
¥ 56.51 lakh.

Man Reva
Shiksha Samiti

(Educational)

0.809
(Jalalabad)
Hoshangabag

Not
available in
I the file

17 April
2008
Nil

1.00

RBC,
of

As per
premium
¥ 5,88,060 and
annual ground rent
of ¥ 11,762 was
leviable. Non-
observance of the
provisions of RBC
resulted in loss o
premium and annual
ground rent of
3 6.12 lakh.

7%

Jagaran
Social Welfare
Society

(Educational)

78.661
(Mugaliya
Chhap)
Bhopal

14 May
2008

5,71,27,086

28 August
2008

Four crore

11,42,553

8,00,000

Mugaliya Chhap is in
Bhopal city planning
area and rate & 60
per sqg. ft. wag
applicable. Incorrect
application of rate by
Collector and undué
concession by the
Government resulte
in loss of premium
and ground rent of
% 21.82 crore.

o

Dhirubhai
Ambani
Memorial
Trust

(Educational)

44.53
(Acharpura)
Bhopal

March
2008

3,23,43,300

September
2008

3.23 crore

6,46,866

6,46,866

Acharpura is situated
in Bhopal city
planning area an
rate  of ¥ 60 per
sq. ft. was applicable
but rate of¥ 13.50
per sqg. ft. was applied
by the Collector. Thig
resulted in loss o
premium and groun
rent of¥ 11.36 crore.wd

o
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@ 3 ©) 4 © (6)

6 | Digamber Jain | 10.121 30 January | 24 Contrary to the
Sarvodaya (Badwai) 2008 December | provisions of RBC
Gyan Bhopal 2008 read with circular of
Vldyapeeth Nil (as per | Nil(as per (;ggzernment (Octgber
(Medical RBC-IV) | RBC-IV) ) . undug
College) concession  granted

6,53,400 | 1.00 by the Government

resulted in loss o
annual ground rent af
% 26.14 lakh. Furthe
as per condition o
allotment, a 300
bedded hospital wa,
required to be
established up to June
2009 which was not
done till the date o
audit. The Collector
(Nazul) did not take
any action for
revoking the
sanction.

4]

After we pointed out, the Tahsildar Huzur (Bhop&iazul officer, Indore and
SDO, Huzur stated (between December 2009 and Fgbr2@10) that
appropriate action would be taken after scrutinytred cases, while SDO,
Hoshangabad stated in March 2010 that the mattatdame brought to notice
of the Government. Tahsilda(Nazul), Bairagarh (Bhopal) stated that
allotment of land was done at Government leveldidenot furnish any reply
about the inaction against the allottee for brezfatonditions of allotment.

5.2.16.8 We observed in the office of Collectalgzul) Hoshangabad
and Mandsaur thatazul land

/RBC-IV-I provides for allotment of m\ measuring 3999 sq ft and
up to 4,000 sq ft to a political party fof +2000 sa ft was allotted to a
construction of office on payment of Political pa]trty - for
premium at 10per cent of market value construction of - office at
of land and ground rent at fiyeer cent of Hosrlan%gbad a?d MPdEB f?r
the premium. In case of allotment of land Z?QIS ;légéon (M(;n ds%rtljr) ?n
to MPEB, premium at 50 per cent of the Jung 2008 and February 2009
market value and annual ground rent { y

7.5per cent of premium is chargeable. respectively. The premium
\ / and annual ground rent was to

be paid within six months of
the issue of the sanction. We noticed in Hoshargy#feat the allottee failed to
deposit the dues in time. The department in thedeo (January 2010)
instructed that interest at the rate of @& cent may be charged after the
relaxation period. Accordingly, the payable premiand annual ground rent
in both the cases along with interest in one cageked out toX 8.35 lakh.

It was, however, observed that thazul officers assessed and demanded
% 3.32 lakh by applying incorrect rates. Thus, premiannual ground rent
and interest was assessed shor By03 lakh.

=4
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After we pointed out, thBlazul officer, Hoshangabad stated (March 2010) that
demand would be revised while theazul Officer, Mandsaur stated
(January 2010) that action would be taken as perafter scrutiny of the case.
Further reply is awaited (December 2010).

15.2.17 Non-recovery of installment of premium |

/ We observed ifirajdhani Pariyojana
As per MPLRC and RBC,) (Nazul) Bhopal that Nazul land
Government land can be allotted measuring 15 acre was allotted in
by conducting auction or undef April 2008 to Gammon India Limited
tender system. The tender/auction under tender system for
amount is recoverable from I 338 crore. The consideration was
allottee in the manner prescribefl payable in three installmeAtsand to
\in the allotment/tender order. be revised according to actual
measurement of land handed over to
the allottee. Two installments & 101.40 crore each were paid by the
company and the last installment was due in AD® As the possession
of 14.88 acres against 15 acres was handed owretcompany, the third
installment amounting 132.50 crore was due for recovery. This was not
demanded and recovered by tezul officer. This resulted in non-realisation
of revenue oR 132.50 crore.

After we pointed out, thé&azul Officer stated in January 2010 that demand
note would be issued and lease deed would be ecealfter recovery.
The fact, however, remains that the recovery as asllease deed has not
been made/executed till date (December 2010).

| 5.2.18 Non-levy/realisation of premium, ground rent and interest

We observed in the office of
Rajdhani Pariyojana, Bhopal
(January 2010) that allotment of land
was sanctioned in three cases in
favour of Bhopal Development
Authority (BDA) by Government
between June 1986 and March 1994.
The advance possession of the land
was given between August 1979 and
May 1983 in these cases. According to the sanaiders, interest at the rate
of 14 per cent in one case and at l%r cent in two cases on payment
of arrears from the date of possession was recbkerdhe BDA paid the
arrears of¥ 75.12 lakh between August 2007 and October 2009 on
which interest oR 2.65 crore was recoverable which was not leviedhey
department. Besides, in Collectordidazul) Hoshangabad, we noticed that
interest ofX 2.09 lakh as againgt 6.92 lakh was levied in one case due to

/Premium, annual ground rent an
interest on belated paymen
of Government dues is leviabl
in accordance with sanctio
of allotment, provisions of RBC-
IV-l and Government order

Kissued from time to time.

2 30 per cent was payable at the time of execution of development agneg 30per

cent after one month of the agreement, last installment cénigal amount and
execution of lease deed within one year of the agreenidmd. development
agreement was executed in April 2008.
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computation mistake. The non/short levy of interesulted in non-realisation
of interest oR 2.70 crore.

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

15.2.19 Short raising of demand |

We observed in Rajdhafariyojana Bhopal that land measuring 7.39 acre
was allotted td\yayadhish Griha Nirman Samiti (May 2006) on premium of
%1.93 crore and annual ground ren®d.66 lakh. Accordingl®¥ 2.22 crore
was recoverable on account of premium and groumd vpto 2009-10.
The lessee pai@ 1.22 crore leaving the unpaid balanceXobne crore.

It was, however, observed that demand& &4.98 lakh only was raised by the
department (June 2009). This resulted in shortingisof demand by

¥ 15.02 lakh. It was further seen that no amount pad by the lessee since
the issue of demand letter (June 2009) but no ractvas taken by the
department to recover the dueaine crore.

After we pointed out, thé&azul officer accepted the observation and stated
(January 2010) that the amount would be recovdfacther progress has not
been received (December 2010).

| 5.2.20 Under assessment of diversion rent, premium and Upkar \

We  observed in five
mnderthe provisions of MPLRC, W@ Collectorate¥ and  eight

land assessed for one purpose |s Tahsil office$® that there was
diverted for any other purpose, the lang under assessment of diversion
revenue payable on such land shall be rent, premium andJpkar in
revised and reassessed in accordangel56 cases of diversion
with the purpose for which it has beery decided between May 2005
diverted from the date of such diversion and November  2009.
at the rates fixed by the Government. We noticed that diversion
Further,Panchayat Upkar at the rate of | for ~ commercial/partly
50 paisa per one rupee of diversion rent commercial  purpose  was

Qalso leviable igram panchayat arey treated as residential or

assessment was done on
reduced area. This resulted in
short realisation of premium, diversion rent abgkar of I 1.38 crore
as detailed below:

2 Bhopal, Dhar, Hoshangabad, Indore and Jabalpur.

Ashoknagar, Dhar, Itarsi (Hoshangabad), Jaora (Ratdhgw (Indore), Seoni,
Sironj (Vidisha) and Tikamgarh.
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in lakh)
Sl. Unit No. of Area Audit observations Premium Reply of the
No. Period cases invol- Diversion rent & Department/
ved upkar further observation
leviable/levied/
short assessment

(2 @ (©) 4 ) (6) @)

1. Collector | 13 156.10 | Out of 156.10 acres|, 105.47 In six cases of Huzu
(Diver- Acres 57.45 acres of land 79 59 circle it has been
sion) was diverted for| __ _ stated that necessary
Bhopal commercial purposg 25.97 action would be
10/07 to but treated ag taken.

09/09 residential. In remaining cases of
Gobindpura Circle it
has been stated that
the purpose wa:
residential. Reply ig
contrary to the factg
on record.

3 4.66 Assessment was dore4.16 In one case of City
Acres for 2.18 acres insteafl 1 3q Circle it has been
of 4.66 acres of land.| _ stated that necessary
2.86 action would be
taken. of the
remaining two cases,
assessment was done
in one case for area
falling under M P
Nagar Circle and
remaining area fallg
under another Circle
In case of
Gobindpura Circle it
has been stated that
diversion was sought
for one acre only. We
do not agree as in the
case of M P Nagal
the matter has not
been referred to the
concerned Circle and
reply is contrary to
the facts on record in
case of Gobindpura.

2. Collector | 29 385.82 | In 25 cases, out of 1267.13 In one case, SDC
(Diver- Hec. 33,09,479.59 sq. mt. 1198.57 Indore stated that the
sion) area, 2,02,708.08 sq. area involved wag
Indore mt. area of land wag 68-56 35.789 hec. and nqt
10/07 to diverted for 36.304 hec. Reply ig
9/09 commercial purpose contrary to the factg

but treated ay on record. In the
residential. In four remaining cases i
cases, assessment has been stated that
was done for necessary actiof
5,26,103.53 sq. m would be taken.
instead of 5,48,731

sg. mt. of land.

3. Collector | 1 3.237 Assessment was done4.52 Necessary actiol
(Diver- Hec. for 5 acres instead of 2.83 would be taken,
sion) 8 acres of land 169 Further reply has_ no
Hoshang- : been received
abad (December 2010).
10/07 to
9/09
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(2 (@) ®) 4 5 (6) )

4, Collector | 1 0.439 Assessment was done21.37 Necessary actior
(Diver- Hec. for 0.1 hec. instead of 11 31 would be taken afte
sion) 0.439 hec. acres of | examination. Furthe
Dhar 49 29.91 land. 10.06 reply has not beer
- Hec. received (Decembe
10/2006 2010)
to 9/2009

5. Collector | 6 1.008 The rates  werg 1.17 Necessary actiol
(Diver- Hec. revised from| .30 would be taken afte
sion) 21.01.2009. - examination.
Jabalpur Assessment was done?-87

at old rates for cases
10/2007 decided betwee
to 3/2009 March and

September 2009.

6. Tabhsil 1 0.253 Instead of| 0.30 Case will be

Sironi Hec. commer_cial rates 0.15 reviewed.
residential rates wer¢

10/06 to applied and that tog 0-15

9/08 of 2006-07 instead o
2007-08.

7. Tahsil 1 9.275 Out of 93,730 sq. mt{ 12.31 Necessary actiorn
Mhow Hec. 3,205 sqg. mt. of land 11.93 would be taken afte
(Indore) was diverted for| — examination.

10/06 to commercial purpose 0.38
9/09 and 90,525 sq. mt]
for residential
purpose but wholg
area treated as
residential.
1 2.44 Assessment was done1.90
Hec. at incorrect rates. 0.71
1.19
1 0.675 Land diverted for| 2.07
Hec. commercial purpose 1 go
was treated as
residential. 1.05

8. Tabhsil 5 1.45 The rates  werg 2.65 Necessary actiol
ltarsi Hec. revised from| .44 would be taken tg
Hoshanga 21.01.2009. - reassess these cases
bad Assessment was donle2-21 at revised rates|
10/07 to at old rates for casep Further reply has no
9/09 decided betwee been received

February and (December 2010).
September 2009.

9. Tabhsil 13 11.725 | In seven case$ 6.48 Necessary actior
Jaora Hec. residential rates were 5 75 would be taken afte
Ratlam applied instead of _ __ examination. Furthe
10/06 to commercial rates| 373 reply has not beer
9/09 Assessment was done received (December

in six cases at old 2010).
rates for caseg

decided betwee

February and Ma

20009.

10. Tahsil 15 16.223 Assessment was dond4.62 Necessary actior
Dhar at incorrect rates. 8.10 would be taken afte
10/08 to 6_52 examination. Furthe
9/09 : reply has not beer

received (December
2010).

11. Tahsil 9 9.852 Assessment was 8.04 Necessary actior
Ashok- Hec. made at incorrecf 5 14 would be taken afte
nagar rates. o examination. Furthe
10/07 to 5.90 reply has not beer
9/09 received (December

2010).
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@) @ &) 4 ©) (6) ™

12. Tahsil 6 13.96 Assessment was 12.94 Necessary actiorn
Seoni Hec. made at incorrecf g 49 would be taken afte
10/07 to rates. 6_45 examination. Furthe
9/09 : reply has not beer

received (Decembe|
2010).

13. Tahsil 2 1.993 Assessment was 1.67 Necessary actior
Tikam- Hec. made at incorrecf 1 17 would be taken afte
garh rates. o examination. Furthe
10/07 to 0.50 reply has not beer
9/09 received (Decembe|

2010).

5.2.21 Non-availability of reports on vacation of unauthorised
possession of land

We observed in 17 Tabhsil
office® that 948 cases of
encroachment on Government
land measuring 257.404
hectares were decided between
October 2006 and September
e 2009, but the relevant details/
reports of vacation of land duly
signed by the appropriate
officer were not on record.
Yet, the respective Tahsildars

@ection 248 of MPLRC provides tha
any person who unauthorised!
remains in possession of an
Government land may be summaril
ejected by order of the Tahsildar
Such person shall also be liable, at t
discretion of the Tahsildar, to pay th
rent of the land and penalty for th
period of unauthorised occupation

did not take any action to

\prescribed rates.
obtain the requisite details/

reports. In the absence of such reports there wasincious unauthorised
occupation of the land for which fine/penalty wasaverable.

After we pointed out, Tahsildar, Ater stated (Mar@®10) that the
Government land was got vacated. The reply is ruteptable because
vacation report was not on record. Remaining Tdhsll stated
between October 2009 and March 2010 that necesséion would be taken.
Further progress has not been received (Decemli€).20

24 Ater (Bhind), Biaora (Rajgarh), Dewas, Dhar, Guna, l@ma Hoshangabad,
Jabalpur, Jawara (Ratlam), Khargone, Mandsaur, RaRajgarh, Ratlam, Sagar,
Ujjain and Vidisha
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5.2.22 Non-preparation of monthly tauzi and verification from
treasury

We observed in

As per RBC and MP Financial @ 11 CollectorateS, Rajdhani
statement of demand and collection fof Pariyojana ~ Bhopal  and
every month should be compiled by 30 Tahsil office&’ that monthly
each head of the office in the monthly tauzis were not being prepared
tauzi and verified from the treasury.| by any of them. Thus, the
This verified monthlytauz is required | correctness of the figures of
to be submitted to higher authoritieg collection shown in the
and is an important control in the| monthly statements could not
Tahsil and Collectorate to obviate risk be verified by us.
of misclassification and receipt of| In Collectorate (Diversion)

fraudulent challans. Indore the outstanding arrear of
K / diversion rent  amounting
¥ 8.09 crore against Indore
Development Authority (IDA) and the MPHB was trehtas recovered
(February 2009) without depositing it in the tregsu

After we pointed out, the office in charge of thell€ctorate stated in
January 2010 that this was shown to have been eeedvn lieu of flats/plots
obtained from IDA/MPHB. The reply is not acceptabkecause sanction for
this adjustment was not obtained from the Goverrinfen per the accounting
procedure, the amount should have been drawn fropep expenditure head
and simultaneously challan of equal amount depwsitethe receipt head of
account. The Nazul Officer, Rajdhani Pariyojana Bhopal stated in
January 2010 that challan wise verification froraasury was conducted.
Reply is not acceptable because records in supyothe reply were not
shown to us. Remaining Revenue Officers stated dztwOctober 2009 and
March 2010 that necessary action would be taken.

The Government may consider prescribing a periodic return by the
Tahsil officesto the Collector on the completion of tauzi.

5.2.23 Non-receipt of premium/ground rent from MPHB for
rehabilitation of sum-dwellers

We observed in Collectoraf®lazul), city circle, Bhopal that 5.90 aciazul
land was allotted to the MPHB for commercial pugpd®©ctober 2006).
Condition 5 of the sanction provided that 5000 shiwellers shall be
rehabilitated by the MPHB under the direction & tBollector Bhopal and the
expenditure will be borne by the MPHB.

25 Bhopal, Dhar, Gwalior, Hoshangabad, Indore, Jabalpurargtme, Mandsaur,

Ratlam, Sagar and Ujjain.

Ashoknagar, Ater (Bhind), Balaghat, Biora (Rajgafyrhanpur, Dewas, Gohad
(Bhind), Guna, Gwalior, Harda, Hoshangabad, Huzur (Bhopdlizur (Rewa),
Indore, Itarsi (Hoshangabad), Jabera (Damoh), Jawad (Négmiitabua, Kasrawad
(Khargone), Mhow (Indore), Pandurna (Chhindwara), Ratl&agar, Sanver
(Indore), Seoni, Sheopur, Sohagpur (Shahdol), Tikamghjdin and Vidisha.

26
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The MPHB further subleased this land to D.B. Malt.R.td., on which the
MPHB received an additional amount of premium aglt 0f% 19.77 crore
and ¥ 1.48 crore per annum respectively. As per comditad sanction,
the MPHB was required to deposit this differenpegmium and ground rent
in a joint bank account of the MPHB and the CothectBhopal and this
amount was to be utilised in the rehabilitatiorsiofim-dwellers. However, we
noticed that such account has not been openedebiM#HB so far and the
whole amount has been retained by the MPHB. Tha-stiwellers were also
not rehabilitated by the MPHB even after a lapsenofe than three years of
the allotment of land. No action was taken by tlodlé€tor (Nazul) for breach
of this condition.

After we pointed out, thdlaib Tahsildar stated in January 2010 that a letter to
open the bank account is being issued to the MMBreply was given for
inaction on violation of the condition for sanctidrurther reply is awaited
(December 2010).

|5.2.24 Non-renewal of permanent leases of Nazul land |

or from the date of expiry of the
wse, whichever is lat

ﬁccording to the MPLRC read with
RBC-IV-I, rent payable for aNazul

plot in an urban area held on lease sh

be deemed to be due for revision whe
the lease becomes due for revision
The revised rent is to be fixed at six
times the rent payable immediately
before the revision, provided the use of
the land continues to be the same as
was immediately before the revision.
The revised assessment is applicabl
from the financial year following the

We observed in foulNazul
offices’’ that 25 permanent
leases granted for 30 years

1 which fell due for renewal
between 2005-06 and
2009-10, were not taken up

' by the department for
renewal. This resulted in loss
of revenue of 16.92 lakh.

it After we pointed out, the
ASLR (LR), Dhar stated
e (November 2009) that action
was being taken by SDO,

I

year in which the assessment is mad

earlier

e Dhar. Nazul Officer,
Mandsaur and Sagar stated
(January and February 2010)
that action for renewal of

lease would be taken. Tahsildiazul), Ratlam stated (November 2009) that
necessary action to renew the permanent lease wing lbaken. Further
progress has not been received (December 2010).

27

Dhar, Mandsaur, Ratlam and Sagar.
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|5.2.25 Short payment of security by colonisers |

52251 We observed in

éxplanation 3 and 4 below Rule 4 of the Tahsil Burhanpur and Mhow
rules framed under section 172 of the (Indore) that two diversion
MPLRC provide that a coloniser shal| cases were decided by
deposit one fifth of estimated| "espective SDOs between
development expenditure of the lang October 2007 and September
and attach the challan with thg 2008.In these cases, security

application submitted to the SDO fof
diversion of any land, failing which
the application shall not be entertained.

deposit of¥ 36.29 lakh was
required to be submitted by
the colonisers at the time of

submission of the application.
We however, noticed that in
case of Burhanpur, security deposit261,800 as against 6.18 lakh was

submitted by the coloniser and in Mho#,3.11 lakh in cash and Bank
guarantee of 27 lakh was submitted. We noticed that the bardcautee was

valid upto 10 September 2009 only which was noalidated till the date of

audit. This led to short realisation of security f32.56 lakh as well as
irregular admission of applications and grantingg@fmission for diversion.

After we pointed out, Tahsildar Burhanpur and Mhetated (January-
February 2010) that necessary action for recovemuldv be taken.
Further developments have not been received (Deeeffi0).

5.2.25.2 We further observed in five Tahsil offi¢ghat in nine cases
of diversion submitted by the colonisers, neitHee amount of estimated
development expenditure was mentioned in theirieaibns, nor did they
deposit any security. The applications were noty omhtertained by the
respective SDOs but also decided between May 20@B Jaly 2009 and
diversion was permitted. This resulted in irregudamission of applications
for diversion as well as irregular granting of pession for diversion.

After we pointed out, the respective SDOs statetivéen January and
March 2010 that necessary action would be takerth&ureport has not been
received (December 2010).

2 Alirajpur, Ashoknagar, Balaghat, Seoni and Tikamgarh.
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|5.2.26 Non-levy/deposit of service charges |

ﬁorder to grant incentives to the cﬁ
and staff engaged in land acquisitio

work and reimburse the expenditure or
such survey, Government decided in
July 1991 to levy service charge at thg
rate of terper cent of the land acquisition

award. It was to be recovered from
concerned department/ undertaking/local
body in advance on anticipated value o}
the land to be acquired by them.
The amount so recovered is to be
remitted to the Government account

under major head 0029-(Land Revenue).

Mention was made in paragraph 3.12
of Audit Report (Civil) for the year
ended 31 March 2000 regarding non-
levy of service charges of ¥ 40.03 lakh

by Collector Dewas, Raisen and
Ratlam. The Public  Accounts
Committee in its report number

369 laid on the table of Vidhan Sabha

We observed in ten
Collector Office&® between
September 2006 and

December 2008 and further
information collected in

August and September
2009, that service charges
of ¥ 27.79 crore were due
for recovery from various
departments on account of
land acquired for them
between March 1979 and
August 2009. Of this

amount,X 15.03 crore was
recovered leaving the
balance of% 12.76 crore

as un-recovered. Further,

I 29.72 lakh was also
earned as interest on
recovered amount in
Jabalpur and Indore
districts. However, we

noticed that the recovered
amount of 15.03 crore and

on 28 November 2007 also directed the
interest of ¥ 29.72 lakh

department to effect the recovery in a
\Sw bound manner. /
were not deposited in the

Government account even after specific orders efGovernment. Thus, the
exchequer was deprived of revenu& @8.09 crore due to non-levy/deposit of
service charge and interest earned thereon.

After we pointed out the cases, the concerned Ciolle stated
(August-September 2009) that efforts were beingertadecover the balance
amount of service charge from the concerned degatsnand the amount
recovered and interest earned but not remitteché¢oGovernment would be
remitted into treasury. The Land Acquisition OfficeDhar intimated in
June 2010 that service chargeXdf.06 crore out o¥ 12.84 crore had been
deposited in the treasury. Progress of recoverthefremaining amount has
not been received (December 2010).

|5.2.27 Conclusion |

We noticed that the system for levy and collectibtand revenue in the state
was beset with deficiencies. There was substaluss of land revenue and
stamp duty and registration fee due to absence defjumte monitoring
mechanism in the Collectorates and deficienciethen RBC and MPLRC.
We observed that a huge amount of revenue remainezhlized due to lack
of any time limit in the Act/Rules for initiationfarecovery proceedings,

2 Betul, Bhopal, Dewas, Dhar, Harda, Indore, Jabalpuaniitva, Panna and Shahdol.
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execution of lease deed, assessment of premiumremtd after issue of
sanctions. We also saw shortfall in departmentgéction and internal audit.
Substantial revenue was lost due to allotment ef @overnment land to
private parties at throw away rates and in violaitd the provisions of RBC.
Besides, the department suffered loss of revenugcoaunt of non and short
recovery of premium, rentJpkar, non renewal of lease, interest and penalty.
We noticed that land revenue was not depositedrymdg@er head of account
and the maintenance t#uzis received scant attention in the Collectorates and
the Tahsils.

|5.2.28 Recommendations |

The Government may consider implementation of thellowing
recommendations.

° While preparing the estimates, the departmentldhegkon the actual
receipts of the previous year;

° prescribing a mechanism for correlating the casfeassessment of
diversion rent with the records of demand and cttb@ submitted by
Tahsildar to the Collector;

° consider insertion of a time limit in the Act/Rsldor initiation
of recovery proceedings, execution of lease deed;

° prescribing time limit for submission of casesanlvance possession
for final allotment and finalisation thereof;

° fixing responsibilities for failure in timely exation of sanctions;

° issue instructions for levy d?Panchayat Upkar on premium collected

in theGram Panchayat area ; and

) prescribe a periodic return by the Tahsil officeershe Collector on the
completion oftauzs.
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CHAPTER - VI

STAMP DUTY AND REGISTRATION FEE

16.1 Resultsof audit |

Test check of the records of 64 units relating to stamp duty and registration fee
revealed loss of revenue and other irregularities involving X 31.95 crore in
5809 cases which fall under the following categories:

®Rincrore)
Sl. No. Category Number of cases Amount

1. Loss of revenue in instruments 1 0.06
executed by/in favour of co-operative
housing societies.

2. Loss of revenue due to inordinate delay 52 1.00
in finalisation of cases.

3. Short realisation of Stamp duty & 1,018 13.18
Registration fee due to undervaluation
of properties/incorrect exemption.

4, Loss of revenue due to 90 0.44
misclassification of instruments.

5. Incorrect remission of stamp duty and 326 281
registration fee.

6. Others. 4,322 14.46

Total 5,809 31.95

During the course of

the year 2009-10,

the department accepted

underassessment and other deficiencies of ¥ 8.05 crore in 4,415 cases,
which were pointed out in audit during the year 2009-10. An amount
of ¥ 86 lakh was realised in 995 cases.

A few illustrative cases involving X 14.72 crore are mentioned in the following
paragraphs.
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| 6.2 Delay in disposal of casesreferred by Sub Registrars (SR)

mder Section 47-A of Ind&

Stamp (1S) Act, 1899 if the
registering officer, while registering
any instrument finds that the market
value of any property set forth is
less than the market value shown in
the market value guidelines, he
should, before registering such
instrument, refer the same to the
Collector for determination of the
correct market value and duty

6.2.1 We observed in
11 SR! Offices between May and
August 2009 that 338 cases
referred by the registering
authorities between May 1998
and March 2009 for
determination of the market value
of properties had not been
finalised by the Collectors though
the period of three months had
already lapsed. In these cases the
difference of stamp duty and

leviable thereon. Departmental registration fee as worked out by

instructions (July 2004) provide a the SRswasX 5.22 crore.

maximum period of three months After we pointed out the cases,
the District Registrar (DR)

the Collector by the SR offices. Bhopal stated (November 2009)

that four out of 30 cases have
been decided and X 3.40 lakh was recovered and in the remaining cases, he
stated that action was in progress. The Inspector General, Registration (IGR)
intimated (February 2010) that out of 308 cases pertaining to 10 SR offices,
41 cases have been decided and action in 267 cases was in progress.
Further progress has not been received (December 2010).

Q disposal of the cases referred to

We reported the matter to the Government between June and November 2009;
reply has not been received (December 2010).

6.2.2 We observed in 25 SR offices’ between May 2007 and November
2009 that in 369 instruments registered between June 2003 and March 2009,
the market value as per guidelines was I 88.89 crore against registered value
of ¥ 53.01 crore. The SR did not refer these instruments to the concerned
Collector for determination of correct value of properties and duty leviable
thereon. This resulted in short levy of stamp duty and registration fee
of ¥ 3.29 crore.

After we pointed out the cases, nine DRS’ stated (between March 2008 and
April 2010) in respect of 220 instruments that the cases against the executants
had been registered and action is in progress. Seven SRs" stated (between May
2007 and September 2009) in respect of 42 instruments that the cases would
be referred to the Collector of stamps. SR, Shujalpur stated (May 2009)

! Bhopal, Budhni (Sehore), Chhindwara, Depal pur (Indore), Dewas, Dhar,
Hoshangabad, Itarsi, Mandsaur, Neemuch and Ujjain.
2 Alirgjpur (Jhabua), Badwah (Khargone), Bhind, Bhopal, Dewas, Dhar, Dharampuri

(Dhar), Itars (Hoshangabad), Jabalpur, Jhabua, Kalapipal (Shajapur), Khategaon
(Dewas), Mahidpur (Ujjain), Manawar (Dhar), Mandla, Morena, Sardarpur (Dhar),
Saunsar (Chhindwara), Sendhwa (Barwani), Seonimalwa (Hoshangabad), Shujal pur
(Shajapur), Singori (Sidhi), Sironj (Vidisha), Ujjain and Vidisha.

3 Barwani, Bhopal, Chhindwara, Dhar, Jabalpur, Jhabua, Mandla, Sidhi and Ujjain.

4 Alirgjpur (Jhabua), Badwah (Khargone), Bhind, Kaapipa (Shajapur), Morena,
Shujalpur (Shajapur), Sironj (Vidisha).
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in respect of 46 out of 47 instruments that the instruments were valued
correctly. However, the reply did not contain any specific justification on the
basis of which valuation was done. In respect of one instrument he stated that
diverted land in rural areaisto be valued at three times of agriculture land and
accordingly valuation was correct. We do not agree with the reply because
land and building under commercial use, situated on the main road was sold.
Thus, it was required to be assessed accordingly. SR, Sironj stated (May 2009)
in respect of 13 instruments that the cases have already been sent to the
Collector of Stamps. However, records in support of reply were not produced
to audit. SR, Khategaon stated (August 2009) in respect of one instrument that
the land was undeveloped and there was a ginning factory on the land 15 years
ago. We do not agree with the reply because as per the recitals of the
document, road, water and electricity facility was available and as such,
the property should have been assessed as developed land. Further, the IGR
intimated (February and March 2010) in the case of 46 instruments pertaining
to five SR offices, that ¥ 22,099 has been recovered in one case and in
remaining cases, action was in progress. Further progress in the matter and
reply of the IGR on remaining cases has not been received (December 2010).

We reported the matter to the Government between June 2007 and
December 2009; reply has not been received (December 2010).

6.3 Evasion of duty on instruments executed by the colonisers/
developers

6.3.1 We observed

ﬁwticle 38 (b) of schedule 1-A to the IS /h in three SR offices’
regulates levy of duty on the secured amount of between November
an instrument of mortgage deed. Further, a | 2007 and July 2009
coloniser has to develop the land in accordance | that in case of 24
with the norms of local authorities and has to instruments of
mortgage 25 per cent of the land/plot in favour mortgage  executed
of local authorities as a security against the | by the colonisers
expenditure on development of the land. We between  October
noticed that there was no such mechanism in 2006 and March
the department to deal with such instruments | 2009, the estimated
and that duty was charged on the amount expenditure to be

mentioned in the instrument by the coloniser. incurred  on  the
development of the

land/plots was not
considered. However, registering authorities finalised the levy of duty and fee
on the basis of amounts mentioned in the instruments by the colonisers
themselves, whereas the same should have been decided on the basis of the
prevailing market value in the absence of actual figures of development
expenses. This resulted in short-realisation of revenue of ¥ 1.19 core®.

Bhopal, Indore and Ujjain

One instrument-estimated development expenditure worked out to ¥ 2.38 crore and
in 23 documents market value of plots mortgaged worked out to I 19.02 crore.
Duty and fee of ¥ 1.07 crore and I 17.16 lakh totalling ¥ 1.24 crore was leviable
where as 4.97 lakh was levied.
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After we pointed out the cases, the DRs, Bhopa and Indore stated
(November 2009) that the cases have been registered against the colonisers/
developers. The SR, Ujjain stated (July 2009) that necessary action would be
taken after investigation. Further progress in the matter has not been received
(December 2010).

The fact remains that no efforts were made to ascertain the estimated
expenditure and neither was any reference made to the higher departmental
authoritiesin this regard.

The Government may consider prescribing a mechanism in the Rules to
determine the value of property on development of land by the
coloniser developers.

We reported the matter to the IGR and the Government between December
2007 and August 2009; their reply has not been received (December 2010).

6.3.2 We observed in three SR’ offices between December 2006 and

June 2009 that in
. 14 sale deeds registered
mlcle 5 (d) of schedule 1-A to Q between April 2005 and

IS Act, provides for levy of stamp duty
at the rate of two per cent of the market
value of the land on an agreement if it is
related to the construction of a building
on the land by a person other than the
owner or lessee of such land and having
a stipulation that after construction, such
building shall be held jointly or severally
by the other person and the owner or that
it shall be jointly or severally sold by
them. Further, such instruments are to be
compulsorily registered under section 17

&fthe Registration Act, 1908,

4

March 20009, the
constructed properties were
sold jointly by the builders
and the landowners as per
agreements between them.
However, these agreements
involving land measuring
24.75 acres, valued at
X 37.08 crore in accordance
with market value
guidelines were not got
registered. This resulted in
non-realisation of stamp
duty and registration fee

of X 1.04 crore beside penalty under the IS Act.

After we pointed out the cases, the DRs, Bhopal and Indore stated (November
2009) in respect of 10 documents that cases against the executants had been
registered and action was in progress. SR, Gwalior stated (August 2007)
in respect of four documents that necessary action would be taken
after investigation. Further progress in the matter has not been received
(December 2010).

We reported the matter to the IGR and the Government between February
2007 and July 2009; their reply has not been received (December 2010).

Bhopal, Gwalior and Indore.
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6.4 Short levy of stamp duty and registration fee on lease/
sub lease

641 We observed in
As per section 33 read with section 38 of '\ three District Mining (DM)
the IS Act, every public officer before | Offices” between February
whom, any instrument chargesble to | and July 2009 that Madhya
duty is produced, shall, if it appears to Pradesh ~ State  Mining

him that such instrument is not duly | Corporation (MPSMC) sub-
stamped, admit the instrument in leased  the right  of

evidence upon payment of penalty/duty extraction and sale of sand
leviable under the Act or send it to the | to 13 contractors for one
Collector for determination of proper | year between November

duty leviable thereon. Further, the | 2004 and June 2009 and
instruments of lease deeds having lease | one contractor from March
period of more than 12 months are to be 2006 to June 2007 for
compulsorily  registered under the X 18.09 crore. It was,
Registration Act, 1908. Stamp duty is | however, seen that the
charged on such instruments at the rate | agreement to the effect was
prescribed in schedule 1-A to the IS Act. executed on stamp paper of

Registration fee is leviable at three forth ¥ 50 in one case and X 100
of the stamp duty. each in the remaining cases

against the leviable stamp
duty of %143 crore and
registration fee of X 3.42 lakh. The department did not initiate any action for
levy of correct stamp duty and registration fee. This resulted in short levy of
stamp duty and registration fee of X 1.47 crore.

After we pointed out the cases, the District Mining officer (DMO),
Narsinghpur stated (May 2009) that matter would be forwarded to the
MPSMC and the SR and action would be taken as per rule. DMO, Jabal pur
stated (July 2009) that action would be initiated after obtaining information in
the matter from the MPSMC. DMO Khargone had not furnished any reply
(December 2010).

We reported the matter to the Director, Geology and Mining (DGM), IGR and
the Government between November and December 2009; their replies have
not been received (December 2010).

6.4.2 We observed in three DM Offices’ between April 2007 and November
2009 that 53 trade quarries were auctioned for two years for contract money
of ¥ 58.65 lakh per year. Accordingly, stamp duty and registration fee of
¥ 9.38 lakh and %7.05 lakh respectively was leviable on these agreements.
It was however, seen that stamp duty and registration fee of I 5.59 lakh
and X 2.01 lakh respectively was levied due to computation mistake.
Thisresulted in short levy of stamp duty and registration fee of ¥ 8.82 lakh.

After we pointed out the cases, the DM O, Burhanpur stated (November 2009)
that demand notice would be issued to the contractor. DMO, Datia
stated (September 2009) that the cases had been referred to the

Jabalpur, Khargone and Narsinghpur
o Burhanpur, Datia and Seoni
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Registration Department for recovery. DMO, Seoni stated (March 2009)
that matter would be forwarded to the District Registrar and action would be
taken accordingly. Further progress has not been received (December 2010).

We reported the matter to the DGM, IGR and the Government between
December 2009 and February 2010; their replies have not been received
(December 2010).

6.4.3 We observed in three SR Offices™ between May and July 2009 that in
case of 10 documents of lease deeds registered between April 2007 and
March 2009 stamp duty and registration fee of ¥ 14.78 lakh was leviable
but the registering authorities levied X 10.56 lakh only by treating lesser period
of lease in one case while there was mistake in computation in nine cases.
This resulted in short realisation of stamp duty and registration fee
of T 4.22 lakh.

After we pointed out the cases, the DRs, Bhopal and Sagar stated (between
July and November 2009) that the cases against the executants had been
registered and action was in progress. The IGR intimated (March 2010) in
respect of eight cases of Dewas office that the cases against the executants
had been registered by the DR. Further, progress has not been received
(December 2010).

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

6.5 Short levy of stamp duty and registration fee on instruments
of power of attorney

We observed in 22 SR
offices™ between
March and December
2009 that out of 110
instruments of POA

/Schedule 1-A of the IS Act, provides th}

when power of attorney (POA) is given
without consideration and authorising the
agent to sell, gift, exchange or permanently

duty as a conveyance on the market value of
w} property is chargeable on such i nstrumery

alienate any immovable property situated in | redistered  between
Madhya Pradesh for a period not exceeding | February 2006 and
March 2009, in 77

one year, duty of ¥ 100 is chargeable on such
instruments. Further, when such rights are
given with consideration or  without
consideration for a period exceeding one year
or when it is irrevocable or when it does not
purport to be for any definite term, the same

documents, though the
power to sdl, qgift,

exchange or
permanent alienation
of immovable

property was given,
but there was no
mention in the
documents to show

whether the POA was without consideration for a period not exceeding one

10
11

Bhopal, Bina (Sagar) and Dewas

Barwani, Bhind, Bhopal, Bina (Sagar), Depalpur (Indore), Dewas, Dhar, Kailaras
(Morena), Khategaon (Dewas), Kurwai (Vidisha), Maheshwar (Khargone), Mahidpur
(Ujjain), Mahargarh (Mandsaur),Manasa (Neemuch), Mandsaur, Morena, Shajapur,
Singroli (Sidhi), Seonimalwa (Hoshangabad), Shujalpur (Shajapur), Timarni (Harda)

and Vidisha.
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year and in 30 instruments, the POA was irrevocable and in two instruments
POA was with consideration while in one instrument period was mentioned as
10 years. In these cases, stamp duty and registration fee of ¥ 1.46 crore was
leviable in accordance with the above provision. However, we noticed that in
al these cases, the instruments were treated as POA to sell without
consideration for a period not exceeding one year and duty was levied at the
rate of ¥ 100 in each case. This resulted in short levy of duty and registration
fee of X 1.46 crore.

After we pointed out the cases, the SR, Depalpur stated (August 2009) in
respect of five cases that period of one year was mentioned in the document
and mentioning the document as irrevocable does not attract higher rate of
duty. We do not agree with the reply in view of section 6 of the Act which
stipulates that when an instrument falls within two or more descriptions and
the duty chargeable is different, highest of such duty is leviable. As duty on
irrevocable POA is higher than without consideration for period not exceeding
one year and documents fall within both descriptions, higher duty was
chargeable. The SR, Shajapur stated (December 2009) in respect of one case
that the POA was correct according to the notification issued from time to
time. We do not agree with the reply because the SR did not specificaly
mention any notification in his reply. Ten SRs* stated (between March 2009
and January 2010) in respect of 51 instruments that the cases would be
referred to the Collector of Stamps. Nine DRs" stated (between July 2009 and
February 2010) in respect of 53 instruments that the cases against the
executants had been registered and action was in progress. Further progressin
the matter has not been received (December 2010).

We reported the matter to the IGR and the Government between April 2009
and January 2010; their reply has not been received (December 2010).

| 6.6 Non-reimbursement of stamp duty and registration fee

6.6.1 We observed in

ﬁccording to the Government notificati(h 12 SR offices between
dated 12 July 2002, stamp duty and March and November
registration fee leviable on lease/sale deeds, 2009 that 216 documents
executed to acquire land in favour of the executed in favour of the
members of a family displaced on account persons displaced due to

of Narmada Valley Development Project NVD  Project  were
(NVDP) isto be reimbursed by the Narmada registered between
Valley Development Authority (NVDA) to January 2005 and March
the Government on the basis of the demand 2009. We observed that
Q\ised by the respective Sub-Registrar. / on account of execution
of above documents,

stamp duty and registration fee of I 65.24 lakh was reimbursable to

12 Barwani, Bhind, Kailaras (Morena), Khategaon (Dewas), Kurwai (Vidisha),

Maheshwar (Khargone), Manasa (Neemuch), Morena, Seonimalwa (Hoshangabad)

and Shujalpur (Shajapur).
13 Bhopal, Dewas, Dhar, Harda, Mandsaur, Sagar, Sidhi, Ujjain, Vidisha
14 Bagai (Dewas), Bhikangaon (Khargone), Budhani (Sehore), Burhanpur,

Hoshangabad, Jhabua, Khategaon (Dewas), Maheshwar (Khargone), Manawar
(Dhar), Nasrullahganj (Sehore), Seonima wa (Hoshangabad) and Timarni (Harda).
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the Government by the NVDA, but the same was not reimbursed.
However, demand/letter/reminders had been issued by the respective SRs in
181 cases against/to the NVDA, except SRs Burhanpur, Hoshangabad
and Manawar in 35 cases. This resulted in non-realisation of revenue
of T 65.24 lakh.

After we pointed out the cases, the IGR intimated (February 2010) that out of
80 cases pertaining to Budhani, Hoshangabad, Seonimalwa and Timarni
offices, recovery of I 1.09 lakh in two cases has been effected and in the
remaining cases, action was in progress. Remaining DRs and SRs stated
(between March 2009 and January 2010) that necessary action would be taken
for reimbursement of stamp duty and registration fee. Further progress has not
been received (December 2010).

We reported the matter to the IGR and the Government between April and
December 2009; reply from the Government and further reply from the IGR
on the remaining cases have not been received (December 2010).

6.6.2 We observed in SR offices Dhar and Depapur (Indore) in July
and August 2009 that
79 documents® were executed/

Government ed

notification  dat .
registered between March 2008
20 November 2007 (as amended) and March 2009 in favour of the

provides exemption from stamp
duty and registration fee chargeable
on sale deeds executed in favour of
persons displaced on account
of Auto Testing Track Project,
Pithampur (District Dhar).
The noatification further stipulates
that the amount of stamp duty and
registration fee so chargeable shall
be reimbursed by the Commerce,
Industry and Employment
Department to the Commercial
Tax Department within one month

persons displaced due to Auto
Testing Track Project,
Pithampur (Dhar). We further
observed that stamp duty and
registration fee of I 63.57 lakh
involved in  the above
documents was reimbursable to
the Commercial Tax Department
but the same was not
reimbursed, although demand in
all cases except two cases of
Depalpur and 12 cases of Dhar

b : involving X 10.64 lakh had been
kfregl stration of such mstrumentj issued between

April 2008 and March 20009.
In one case the demand was raised only for ¥ 40,000 in place of I 1.40 lakh.
This resulted in non-realisation of revenue of ¥ 63.57 lakh.

After we pointed out the cases, the DR, Dhar stated in December 2009 that
recovery has been made in all 62 cases of SR, Dhar, while the SR, Depal pur
stated in August 2009 that action to raise demand would be taken in two cases
and reminder would be issued in remaining 15 cases. Further progress has not
been received (December 2010).

We reported the matter to the IGR and the Government in August and
September 2009; their reply has not been received (December 2010).

15 Depalpur (17 documents) and Dhar (62 documents).
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16.7 Irregular exemption/short levy of stamp duty |

Raj Adhiniyam, 1993 provides for levy of duty on
a mortgage deed without possession, at the rate of
five per cent of the amount secured by such
deed. The Government in its notification dated
25 September 2006 exempted documents of
mortgage without possession from payment
of duty which are executed by the agriculture land
holders for obtaining loans not exceeding
% 10 lakh from banks for agriculture purpose.
Where the loan exceeds 10 lakh, duty at the rate
of two per cent of the amount secured is leviable

quch Cases.

ﬁm cle 38(b) of schedule 1-A to the IS Act, r%
with section 75 of the Madhya Pradesh Panchayat

- 4

6.7.1 We observed
in four SR offices!®
between May and

September 2009
that irregular
exemption  from

payment of stamp
duty in 26 cases
and short levy
of stamp duty in
seven cases
resulted in non/
short levy of stamp
duty of ¥ 36.71
lakh as per details

given below:
(R in lakh)
S. No. No. of cases/ Natur e of Loan Stamp duty Stamp
registered irregularity amount leviable/ duty not
between levied levied/
short
levied
1 20 Purpose of loan 574.63 28.73 28.73
September 2007 was other than Nil
and October 2008 agriculture, hence
exemption was not
2 admissible.
July 2007 and 51.57 2.58 177
February 2008 0.81
2. 2 Loan obtained by 87.66 4.38 3.27
November 2008 persons other than 111
and agriculture
March 2009 landholders.
3. 6 Loan amount in 116.30 2.33 2.33
March 2007 and each case was more Nil
September 2008 than I 10 lakh,
therefore,
3 exemption was not
April 2007 and admissible. 41.00 0.82
August 2007 0.21 0.61
Total 33 871.16 38.84 36.71
213

After we pointed out the cases, the DR Bhopa stated (November 2009) in
respect of nine instances that the cases had been registered for recovery.
SR, Hoshangabad stated (June 2009) in respect of 12 cases that loan was
granted by Co-operative Bank in nine cases, in one case the purpose of
loan was purchase of jeep and in one case duty at the rate of two per cent

16 Bhopal, Bina (Sagar), Hoshangabad and Obedullaganj (Raisen).
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was charged while in respect of one case, it was stated that necessary
action would be taken. We do not agree with the reply because no concession
was alowable in such cases under the Government notification dated
25 September 2006. In respect of the remaining nine cases, SR, Obedullaganj
stated (September 2009) that necessary action would be taken. The IGR
intimated (March 2010) in respect of three cases of SR, Bina (Sagar) that DR,
Sagar has finalised the cases. Further progress has not been received
(December 2010).

We reported the matter to the Government between May and September 2009;
reply has not been received (December 2010).

6.7.2 We observed in SR, Rajgarh in March 2009 that an instrument of sale
deed of a cold storage acquired by
ﬁhe Government in its Madnya Pradesh Fnancia

notification dated 22 June 2005 | Corporation was registered in

remitted stamp duty chargeable on February 2006. The recitals of the
instruments of sale of closed | MStrument and application for

industrial  units acquired by grant for remission submitted by

financial institutions subject to the tcP;e” purchaser eézgpanﬁ to ﬂgle
conditions laid down therein. ollector  rev that  tot

As per the conditions of the | Purchase price of building and

notification, remission was not | mechineries was X 33 lakh
admissble to  non-productive and X 10 lakh respectively, totalling

el T 43 lakh. As remission was not
Q\ltsllkecold i / admissible on purchase of cold

storage, stamp duty of
% 3.87 lakh and registration fee of I 34,545 was leviable on the instrument.
However, we noticed that instrument was valued at X 33 lakh; stamp duty was
exempted and registration fee of ¥ 26,545 only was levied treating the cold
storage as productive unit. This resulted in irregular exemption from payment
of duty and short levy of registration fee of ¥ 3.95 lakh.

After we pointed out the case, the IGR intimated (March 2010) that the case
against the executant had been registered by the DR, Rajgarh and that he has
been directed for early disposal of the case. Further progress has not been
received (December 2010).

We reported the matter to the Government in May 2009; their reply has not
been received (December 2010).
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| 6.8 Short levy of duty on instrument of assignment of debt

ﬁrticle 22 (b) of Schedule 1-A to theh
Act, read with Government notification

dated 7 March 2005 provides for levy of
duty on instruments of securitisation of
loan or assgnment of debt with
underlying securities executed in favour of
a Securitisation Company or a
Reconstruction Company registered under
the Securitisation and Reconstruction
of Financial Assets and Enforcement of
Security Interest Act, 2002 at the rate
of 0.1 per cent of the loan securitised or
debt assigned with underlying securities,
if the securities are immovable properties.
Further, Panchayat duty and Municipal
duty at the rate of one per cent each is also
leviable on such instruments under the MP
Panchayat Raj Adhiniyam, 1993 and the

W Municipal Act, 1961 respectively. /

We observed in SR, Dhar
in July 2009 that an
instrument of assignment
of debt of ¥ 891 crore
executed in favour of an
Asset Reconstruction
Company was registered
in April 2008. Stamp duty
of ¥ 18.71 lakh was
leviable as per the above
provisions. However, we
noticed that duty of ¥ one
lakh only was levied by
applying incorrect rates.
This resulted in short
levy/realisation of stamp
duty of ¥ 17.71 lakh.

After we pointed out the

case, the IGR intimated
(March 2010) that the
case against the executant
had been registered by the

DR and action was in progress. Further progress has not been received

(December 2010).

We reported the matter to the Government in September 2009; reply has not

been received (December 2010).

6.9 Short-levy of duty on agreement/memorandum relating to

deposit of title deed

ﬂe stamp duty on an agreement rel at@

to deposit of title deed is levied at the
rate prescribed from time to time under
article 6(a) of schedule-l A to the IS Act.
Panchayat duty equal to stamp duty is
also leviable on such deeds. Further, as
per the explanation below article 6 (a),
any letter, note, memorandum or writing
relating to deposit of title deed, whether
it isin respect of first or any additional
loan, is deemed to be an instrument

evidencing an agreement relating to the
@osit of the title deed. /

We observed in SR offices
Bhind and Bhopal between
June and September 2009
that in 13 Cases,
memorandum or writings
related to deposit of the title
deeds, securing an amount
of ¥ 51 crore were
registered between June
2008 and February 2009 on
which stamp duty of
% 21.85 lakh was leviable.
However, we noticed that
stamp duty of ¥ 5.59 lakh
only was levied by applying

incorrect rates/by charging duty only on additional amount of the agreement.
This resulted in short levy of duty of I 16.26 lakh.
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After we pointed out the cases, the SR, Bhopal accepted the audit objection in
one case and in respect of remaining nine cases it was stated (June 2009)
that action would be taken after investigation while the SR, Bhind in respect of
three cases stated (September 2009) that action would be taken after seeking
information from the bankers. Further progress in the matter has not been
received (December 2010).

We reported the matter to the IGR and the Government between July and
November 2009; their reply has not been received (December 2010).

6.10 Short levy of stamp duty and registration fee due to
misclassification

_ ' We observed in four SR
Under the IS Act, stamp duty is leviableon | Offices!’ between

instruments as per their recital at the rates | September 2008 and July
specified in schedule 1-A or prescribed by | 2009 that there was
the Government through notifications. misclassification of
documents in 12 cases

resulting in short levy of stamp duty and registration fee of ¥ 7.71 lakh as
mentioned below:

(Tin lakh)
Sl. No of cases Nature of irregularity Stamp duty and | Stamp duty and
No. registered registration fee | registration fee
between leviable/ short levied
levied
1. 3 Agreement to sdl without 4.57 4.17
May 2007 and | mention of  possession 0.40
March 2009 treated as agreement to sdll
without possession.
2. 5 Gift treated as Co-ownership 3.10 1.87
April 2007 and | deed. 1.23
February 2009
3. 2 Gift treated as partition. 1.46 1.00
April 2007 and 0.46
October 2008
4, 1 Lease cum builder 0.56 0.45
January 2008 agreement treated as lease 0.11
only.
5. 1 Gift treated as settlement. 0.55 0.22
March 2008 0.33
Total 12 10.24 7.71
2.53

After we pointed out the cases, four SRsin respect of 11 cases stated between
September 2008 and July 2009 that cases would be referred to the Collector of
stamps. While DR, Dewas stated (March 2010) in respect of one case that
action was in progress. Further progress has not been received
(December 2010).

We reported the matter to the IGR and the Government between July and
September 2009; their replies have not been received (December 2010).

o Dewas, Itarsi (Hoshangabad), Shujalpur (Shajapur) and Singroli (Sidhi).
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CHAPTER - VII
ENTERTAINMENT DUTY

171 Resultsof audit |

Test check of the records of 36 units relating to entertainment duty revealed
loss of revenue and other irregularities involving X 2.03 crore in 3,979 cases
which fall under the following categories:

®Rincrore)
Sl. No. Category Number of cases Amount
1. Non/short deposit of entertainment duty 481 0.13
by the proprietors of VCRs/Cable
operators.
Non redlisation of entertainment duty. 1,453 0.49
3. Incorrect exemption from payment of 11 0.002
entertainment duty.
4, Evasion of entertainment duty due to 89 0.30
non-acccountal of tickets.
5 Others. 1,945 111
Total 3,979 2.03

During the course of the year 2009-10, the department accepted
underassessment and other deficiencies of ¥ 1.57 crore in 2,650 cases, which
were pointed out in audit during the year 2009-10. An amount
of ¥ 19 lakh wasrealised in 264 cases.

A few illustrative cases involving X 81.45 lakh are mentioned in the following
paragraphs.
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| 7.2 Non-recovery of entertainment duty from cable operators

We observed from the
/The Madhya Pradesh Entertainmeh records of five Assistant

Duty and Advertissment Tax | ExCise Commlssu_)nersl
(MPEDAT) Act, and Madhya Pradesh | (AECS) and 14  District
Cable Television network (Exhibition) | Excise Officers’ (DEOs)
Rules provide that every proprietor of | Petween December 2008 and
cable television network and hotel or | February 2010 that the
lodging houses providing entertainment | entertainment duty of X 32.77
through cable service shall pay | !&h was not deposited by

entertainment duty (ED) a the | /81 cable operators and
23 proprietors of hotel or

prescribed rates. _ -
K / lodging houses providing
entertainment through cable

service during April 2007 to January 2010. The department also did not take
any action for recovery of the dues. This resulted in non-realisation of duty
of X 32.77 lakh.

After we pointed out the cases, the AEC Gwalior stated (January 2010) that
% 1.04 lakh had been recovered in 34 cases and action was in progress in the
remaining cases. Other AECs and DEOs stated between December 2008 and
February 2010 that action for recovery was being taken. We have not received
any further report (December 2010).

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

Bhopal, Gwalior, Indore, Jaba pur and Ujjain.
2 Betul, Chhatarpur, Dhar, Dewas, Hoshangabad, Khargone, Panna, Rajgarh, Shahdoal,
Satna, Sheopur, Shivpuri, Sidhi and Shajapur.
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|7.3  Non-levy of entertainment duty on cinema houses |

We observed from3 the
The MPEDAT Act provides that where \ records of five AECs” and

cinematographic exhibitions are carried sx  DEOs'  between
out in a cinema hall, no duty shall be | December 2008  and
levied on an amount not exceeding3 two | December 2009 that 70
per ticket charged on account of proprietors  of  cinema
facilities provided to persons admitted in | houses collected ¥ 90.88
the cinema hall. The details of facilities | akh between April 2007
provided and the amount spent thereon | ad March 2009 from sale
certified by a chartered accountant (CA) of tickets for providing
shall be presented by the proprietor of facilities to spectators in the
the cinema hall to the Collector of the cinema hC_)useS. Tht_a detal_ls
district through the AEC/DEO latest by | of facilities provided in

30th June of the following financial | cinema halls and accounts
year. If the Collector is not satisfied with | Of  expenditure  thereof
the facilities provided, he may recover | certified by the CA were
the duty in respect of the amount | not submitted by the
allowed for facilities from the proprietor proprietors to the Collectors

of the cinemahall. within  the  prescribed
period, yet no action was
taken by the department for

levy of the ED on this amount. This resulted in non-realisation of the ED
of ¥ 29.15 lakh.

After we pointed out the cases, all the AECs and DEOs stated between
December 2008 and December 2009 that returns were being received from the
proprietors of the cinema halls. The replies do not explain why action was not
taken to recover the entertainment duty in case of non-receipt of duly audited
details within the prescribed period i.e. 30 June of the following financial year.

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

|7.4 Non-levy of advertisement tax |

We observed from the records of
The MPEDAT Act providesthat every | AEC Bhopa and 15 DEOS
proprietor of an entertainment shall between December 2008 and

pay advertisement tax on every | February 2010 that
advertisement exhibited at a rate not | advertisement tax of I 19.53 lakh
exceeding ¥ 50 per month. for the period from April 2005 to

January 2010 was neither paid
by 2,139 cable operators and six proprietors of video operators nor any action
to levylredise the tax was taken by the department.
This resulted in non-realisation of advertisement tax of ¥ 19.53 lakh.

3 Bhopal, Gwalior, Jabalpur, Indore and Ujjain

Balaghat, Khargone, Narsinghpur, Shivpuri, Seoni and Vidisha

Barwani, Balaghat, Bhind, Burhanpur, Chhindwara, Damoh, Datia, Harda, Katni,
Khandwa, Rajgarh, Sehore, Shivpuri, Tikamgarh and Vidisha
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After we pointed out the cases, the EC in January 2010 stated that although the
advertisement tax on cable operators is not leviable under the provisions of
the Act, a letter had been issued (August and December 2009) to the
administration department to apprise with the comments of the Law
department. The reply is not acceptable as the provision under the Act do not
preclude cable operators/video operators exhibiting advertisements from
liability of paying tax.

We reported the matter to the Government between December 2009 and
March 2010; their replies have not been received (December 2010).
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CHAPTER - VIII
ELECTRICITY DUTY

181 Resultsof Audit |

Test check of the records of eifjlunits relating to Electricity Duty revealed
non/ short realisation and loss of revenue of gt8tt duty, fees and cess and
other irregularities involving 562.60. crore in one case as under:

®Rincrore)
Sl. No. Category Number of cases Amount
1 Levy and collection of electricity 1 562.60
duty feesand cess (A Review).
Total 1 562.60

After issuance of inspection reports, the Energypddenent recovered
% 16.03 lakh in full in one case during the year2Q0.

A review of "Levy and collection of electricity duty, fees and cess'
involving money valueX 562.60 crore is mentioned in the following
paragraphs.

As per audit plan for the year 2009-10, ten units werangld for the year out of
which eight units were audited which comprised of 22 divisanssub-divisions.
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18.2 Levy and collection of dectricity duty, fees and cess |

Blocking of revenue due to irregular retention obv@rnment money by
DISCOMsX 997.39 crore.

(Paragraph 8.2.8.1)

Inaction of the department resulted in non-levy electricity duty
of X 3.73 crore.
(Paragraph 8.2.8.2)

Absence of provision for submission of check list vierify the electrical
consumption resulted in short realisation of dut§ @0.97crore.
(Paragraph 8.2.9)
Absence of any time limit for periodical assessmehtutiable and non-
dutiable consumption resulted in non-levy of dutg @aess o 6.92 crore.
(Paragraph 8.2.11)
Lack of provision for security deposit resulted mon-levy of duty

of X 3.15 crore
(Paragraph 8.2.12)

18.2.1 Introduction |

There are three major components of receipts ofetiergy department in
Madhya Pradesh (MPyiz: electricity duty, energy development cess and
inspection fees. Electricity duty (ED) is regulatender the Madhya Pradesh
Electricity duty (MPED) Act 1949 and the Rules fredn thereunder.
Every distributor and producer of electrical enesipall pay every month to
the State Government, at the prescribed time artiénprescribed manner,
a duty, calculated at the specified rate, on thieswf electrical energy sold
or supplied to a consumer or consumed by himselfhis own purposes
during the preceding month.

Under the MPED Act, the distributor of electricaleegy i.e. State Electricity
Board shall deposit the duty in the Government antéor the energy sold or
supplied. Units which generate electrical energytf®ir own consumption
i.e. captive power plants, are also required toodipED directly into the
Government account provided the capacity of geimgras more than 10 KW.
The amount of duty due and remaining unpaid statlyanterest at such rate
and in such circumstances as may be prescribedslaaltl be collected as
arrears of land revenue. Every distributor and peed of electrical energy
shall submit to the Electrical Inspector (El) alowgh the treasury receipt,
a monthly return in Form “G”. Energy developmenssés also leviable on
sale or consumption of electrical energy under MadhPradesh
Upkar Adhiniyam 1981. Further, fee for inspection of the electrinatallation
is levied and collected under the Indian Electyiciict 1910 (amended in
2003) and Indian Electricity Rules 1956. The reteiqf the department are
deposited under the Major Head “0043-Taxes anckdutn electricity”.
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We conducted a review of levy and collection ofctideity duty, inspection
fees and cess in MP which revealed a number okesysind compliance
deficiencies. These are mentioned in the succeqwiraigraphs.

18.2.2 Organisational setup |

Chief Electrica
Inspector
(CEIl), Bhopal
| | | |
Superintending Divisional Divisional Superintending
Engineer (E/S) Electrical Electrical Engineer
Jabalpur Inspector, Inspector, (E/S),
Gwalior Sehore Indore

I_I_I [ I

Divisional Divisional Divisional Divisional Divisional
Electrical Electrical Electrical Electrical Electrical
Inspector, Inspector, Inspector, Inspector, Inspector,

Rewa Chhindwara Ujjain Ratlam Khandwa

The organisation is headed by the Chief Electrinapector (CEI) while the
Secretary of the energy department is the headheatGovernment level.
The CEl is assisted by two Superintending Enginé8Es Electrical/Safety),
seven Divisional Electrical Inspectors (DEI, E/S)the district level and
34 Assistant Electrical Inspectors at the sub diaal level for conducting
inspection of electrical installations. They arespensible for ensuring
correctness of the levy and collection of duty,scasd inspection fees in
respect of captive and non-captive consumers dftredgy and electrical
installations respectively.

18.2.3 Scopeof Audit |

We examined the records of 22 out of a total ofuaAits of CEI/DEI/SE/AE
for the last five years (2005-06 to 2009-10) betweBeptember 2009
and February 2010 and information was collectedo upugust 2010.
The units were selected on the basis of simpleamndampling method.
During the course of the review, we also collectedbrmation from
the Distribution Companies (DISCOMSs) as well aseottiepartments/bodies
for cross verification with the records maintairmdthe CEI.

18.2.4 Audit objectives |

The review was conducted with a view to:

. assess the efficiency and effectiveness of theesysif the levy and
collection of ED, fee and cess;

. ascertain whether statutory inspection of the gtadtinstallations was
being carried out and fees for such inspectionneabksed on time; and

. assess whether an adequate internal control meschaekisted to

ensure proper realisation of duty, fee, interedt@ss.
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18.2.5 Acknowledgement |

The Indian Audit and Accounts Department acknowdsdidne co-operation of
the Energy Department for providing information anetords to audit.

An entry conference to discuss the audit objectaed scope of audit was
held in April 2010 in which the Additional Secretaof the department along
with the representative of the CEI together witle thccounts Officer was
present. The exit conference was held in Septer20d0 in which the

Secretary, Energy Department together with the Qditicipated. Reply of

the Government has not been received (Decembel).2010

18.2.6 Trend of revenue |

The Budget Manual provides that the estimates shiakle into account only
such receipts as the estimating officer expectsetactually realised or made
during the budget year. The Budget Manual cleadyes that if the test of
accuracy is to be satisfied, not merely shouldtaihs that could have been
foreseen be provided for, but also only so mucld aa more should be
provided for as is necessary.

The trend of revenue of Electricity Duty Receipisidg last five years ending
31 March 2010 is as under:

(Tincrore)
Y ear Revised Actual receipts | Actual receipts Per centage
estimates (As per (As per Finance increase (+)/
(RE) Departmental Accounts) decrease (-) over
Figures) B Es (Finance
Accounts)
2005-06 843.42 842.21 842.2) () 0.14
2006-07 763.36 892.15 714.56 (-) 6.39
2007-08 832.00 943.73 626.08 (-) 24.75
2008-09 900.00 926.37 343.06 (-) 61.88
2009-10 2464.40 973.8( 2,146.49 (-) 12.90
Source; As furnished by the Department and Finance Accousit

Government of Madhya Pradesh for the years 200&-@609-10.

The variation between revised estimates and acacaipts ranged between
(-) 0.14 and (-) 61.8per cent.

The figures of actual receipts furnished by theadpent are at variance with
the Finance Account figures. We observed that theaes pending with the
Distribution Companies have been shown as actgelpts by the department
whereas such amount has not been credited in ther@oent account under
the Major Head 0043 during the year 2007-08 and8Z The CEI stated
that the receipts during 2009-10 included the reeerealised in previous
years but adjusted in the current year.
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Contribution of receipts from taxes and dutieson
Electricity to total tax revenue

(Tin crore)

Y ear Total tax revenue | Taxesand dutieson Per centage

Electricity contribution

of (3) to (2)

(1) ) ©) (4

2005-06 9,114.70 842.27 9.24
2006-07 10,473.13 714.55 6.82
2007-08 12,017.64 626.08 5.21
2008-09 13,613.50 343.06 2.5p
2009-10 17,272.77 2,146.49 12.43

Source: Finance Accounts of Government of Madhya Pradestthe years
2005-06 to 2009-10.

The percentage contribution of the receipts undectkcity Duty, fee and
cess to the total tax receipts in the State ragdt@ sharp increase during
2009-10.This was due to the adjustment of the pesaif the last two years
during 2009-10.

Minor head wise analysis of receiptsunder M ajor
Head 0043 during thelast fiveyears

20004

16001

1200;

8001

Zincrore

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

IDlOl(RE) @101 (AR) 0102 (RE) 0102 (AR) B800 (RE) @800 (AR) |

Minor head 101 comprises of tax on consumption asal@ of electricity,
102 includes fees under the Indian Electricity Rudéed 800 covers energy
development cess. These three minor heads coestiaut average of 98er
cent of the total receipts under MH 0043 during the fast years.

We observed that the actual receipts under minadh#01 registered
a shortfall as compared to the estimates in theaesy(2006-07, 2007-08 and
2008-09) while it showed a sharp increase in 200%4 compared to the
estimates. Receipts under inspection fees (minad hE02) registered an
increase in four years as compared to the estimatele receipts under
energy cess showed an inconsistent trend.
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Audit findings |

| System deficiencies |

18.2.7 Position of arrears |

The position of outstanding
Under the MPED Act, amount of duty revenue relating to captive power

due and remaining unpaid shall Bepjants including the ED, fee and
recovered as arrear of land revenue.| cess during the last five years

ending 3% March 2010 is

given below:
(Tin crore)
Year Opening Receiptsduring Balances at the Arrearsmore
balance the year end of the year than five yearsold
2005-06 27.97 2.71 25.26 15.34
2006-07 32.85 6.18 26.67 11.0¢
2007-08 26.67 5.85 20.87 5.90
2008-09 20.82 1.10 19.72 13.8p
2009-10 19.72 1.71 25.54 14.34

We observed that the receipts during the year agaced to the outstanding
arrears varied between 5.p8r cent and 28.09er cent during the last five
years. An amount oR 25.54 crore was outstanding as arrears as on
March 2010 of whicR 14.34 crore was outstanding for more than five year
When we enquired whether any demand was raise@dover the arrears
during the last five years, the CEI stated that @leinnotices were issued
but he could not furnish the year wise figures. 8¥& noticed that though
no demand notices were issued during the year RB0%et the increase
of ¥ 7.59 crore was shown in the opening balance (OBym@&fars in 2006-07.
The CEl accepted (May 2010) that it was a mistakee CEI also
accepted that there was no time bound action glaretovery of the arrears.
The Act does not provide any time limit to report the arrear cases to the
revenue department nor does it vest the departmental officers with
the power of Tahsldarsto facilitate expeditious recovery of arrears.

The Government may consider prescribing a periodic return by the Els
to the CEI/Government on position of arrears.

The Government may also consider either prescribing the time limit for
reporting the arrear cases to the revenue department or vest the
departmental officers with the powers of Tahsldars to facilitate
expeditious recovery of arrears.
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18.2.8 Submission and monitoring of returns |

We observed that no
Every distributor of electrical energy and monitoring mechanism

every producer shall submit to the Ell existed in the department
(i) monthly return in Form 'G' with the | to ensure that monthly/
treasury receipt which contains amount annual returns are
of duty with leviable and non-leviable | submitted in time and in
consumption and (ii) annual return in| the prescribed format.
Form 'K' containing information of duty | Further, there is no
payable, duty paid and balance with periodical return
interest paid for each financial year.,| prescribed from the CEI
As per Madhya Pradesh Treasury Code to the  Government
(MPTC) money collected on behalf of| regarding duty payable,
the Government shall be remitted in paid and balance to be

Q)vernment account without delay/ deposited. Some instances
of loss of revenue due to

deficient monitoring of returns are illustrated doel

8.2.8.1 Irregular retention of Government money by the DISCOMs
dueto delayed/non-remittance of electricity duty

Three DISCOMS

f We observed from the
Every distributor of electrical energy and records of the CEI that the

every producer shall pay every month tp annual returns in form ‘K’
the State Government, at the prescrib¢dwere not submitted by the
time and in the prescribed manner, a dutlyDISCOMs while monthly
calculated at the SpGCiﬁed rate on the uni Sreturn in form ‘G’ were not
of electrical energy sold or supplied to & submitted in the prescribed
consumer or consumed by himself for hi format. In the absence of
own purposes during the preceding month.these records the CEIl is not
K in a position to assess the
duty payable, paid and
balance at the end of each year. We observedhbaléctricity duty and cess
collected by the DISCOMs were not deposited timelythe Government
account. When we requested for the informationy(20(10), the CEI did not
provide the required information regarding the pagtfadjustment of duty
and cess collected by the DISCOMs in 2005-06 arttbZY. However, from
the information collected from DISCOMs, we obsenrtbdt electricity duty
and cess of 2,176.02 crore was collected by the DISCOMs fror@7208 to
2009-10 and of thi€ 1,631.60 crore was deposited in the Government
account after a delay ranging between 12 and 36thmorAs a result,
this amount remained outside the Government accdéontthat period.
Due to this irregular retention, the DISCOMs areoaliable for payment

Madhya Kshetra Vidhuyt Vitaran Co., Paschim Kshetra Vidhuyt Vitaran Co. and
Poorva Kshetra Vidhuyt Vitaran Co.
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of interest ofR 452.97 crore up to March 2010 calculated at thesquileed
rate’. Besides blocking Government money, this alsottethcorrect budget
estimates for revenues of electricity duty/cess.

When this was pointed out by us, the CEI stated ri(AR010)
that ¥ 1,631.60 crore including duty, cess and interes baen adjusted
in March 2010. Adjustment of the remaining amo3n997.39 crore) had not
been done (December 2010).

18.2.8.2 Non levy/recovery of electricity duty |

/ \ We observed in the offices of SE
No exemption from payment of duty (E/S), Jabalpur and Indore that
is available to public sector| three consumers of airport
undertakings, boards, corporations authorities, twelve consumers
and other autonomous bodies such psof Doordarshan and Akashwani
airport  authorities, Doordarshan, | and twenty eight consumers of
Akashwani and Bharat Sanchar | Bharat Sanchar Nigam Limited
kl\ligam Limited. / paid electricity duty to the
DISCOMs on the electricity
consumed through High Tension/Low Tension connachat did not pay
electricity duty nor did they submit the prescribveturn in Form “G” against
their captive consumption to the DEI offices. Thepartment however, did not
initiate any action to ensure the recoveries ofdhes and timely submission
of returns by the consumers. This resulted in mwy-bf ED ofR 3.73 crore.

When we pointed this out, the CEI stated (June @14t the cases would be
examined by the concerned offices and action wbalthken.

8.2.8.3 Short-levy of duty dueto application of incorrect rate

We observed in the offices of the
MPED Act provides for eighper SE (E/S), Jabalpur and Indore
cent rate of duty on consumption of that in respect of five consumers,
electricity for industrial purpose duty was levied at the rate
while duty at the rate of 1%er centis | of eight per cent applicable for
leviable for non-industrial purpose. | industrial activities, against the
leviable duty at the rate of
15 per cent for commercial i.e. non-industrial activities. Amation of duty at
reduced rate resulted in short levy of dutg df6.62 lakh as detailed below:

(T inlakh)
S Consumer Period Contract Consumption | Short levy
No. demand (Units) (15-8)
(KVA) per cent

1) 2 (©) (4) ©) (6)

1 Bhaskar (JBP) 07/07-11/09 300 8,43,648 225
2 Nai Duniya (JBP) 10/07-11/09 200 5,03,816 1.34
3 Raj express (JBP) 01/09-11/09 250 1,88,4187 0.51

Upto 3 months-1per cent per annum (p.a.), 3 and 6 monthspgebcent p.a.,
6 and 12 months-20er cent p.a. and more than 12 months{4 cent p. a
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1) ) ) (4) 5) (6)
4 Rajasthan Patrika | 09/08-10/09 480 9,44,218 2.4y
(Indore)
5 MPAKVN (JBP) 04/05-01/10 170 37,79,454 10.05
Total 62,59,623 16.62

Scrutiny of form G of the same DISCOM for the samenth revealed that
duty at the rate of 150er cent was levied on other media houses.
Yet this anomaly remained undetected in the SEesfi

When we pointed this, the SE (E/S) Jabalpur stéfebruary 2010) that
necessary action would be taken after spot vetifinaand the SE (E/S) Indore
stated (January 2010) that demand notice wouldsbaed after conducting
necessary inspection.

| 8.2.8.4 Non-levy of duty/penalty dueto non-submission of returns \
Three DEls (E/S)ffices'

We observed that 1,116
captive consumers neither
submitted Form G nor
paid the duty against the
energy produced/

Under the MPED rule, the producers a
distributors of electrical energy are require
to furnish periodical return (Form G) to the
Els within the stipulated period alongwith
the ED payment particulars (Challan)

)

Further the Act provides that if any
distributor of electrical energy or any
producer or consumer fails to furnish
returns in accordance with any rules, h
shall be punishable with a fine which may

a)
-

consumed through captive
power. This attracted
maximum  penalty of
¥ 11.16 lakh for which
the department  did
not file the case with
the jurisdictional court.

Q(tend tX 1,000. /
We could not work out

the amount of ED leviable due to the absence ahFer

When we pointed this, the DEIs stated that the deant does not have the
powers to impose penalty. However, the reply isngilabout filing the case
before the jurisdictional court and recovery of tledicient ED. Further, there
is no mechanism in the CEIl office to monitor themindy receipt of returns
from the DEI offices so as to obviate the posgipibf non-submission of
returns and consequent non-levy of ED.

Government may consider prescribing a mechanism to ensure that the
monthly/annual returns are submitted in time in the prescribed format
alongwith supporting documents and introducing a periodic return from
the CEI to the Government containing the information regarding duty
payable, paid and balance to be deposited.

4 DEI Sehore, DEI Ujjain, and DEI, Ratlam.
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8.2.9 Short realisation of duty from mining activities |

We observed in

Under the Act, every distributor of electrical the office of the

energy and every producer shall pay every month SE (E/S) Jabalpur,
to the State Government at the prescribed time that consumers
and in the prescribed manner, a duty calculated atwere engaged in
the specified rates on the units of electrical mining activities,
energy sold or supplied to a consumer of but duty was
consumed by him during the preceding month} incorrectly levied
The Act provides for 40per cent of duty at the rate of eight
applicable for mines, other than captive mines of per cent applica-

cement industry. Further, as defined in the Act] ble for industrial
‘mine’ includes the premises or machinery purposes in place
situated in or adjacent to a mine and used for of 40 per cent for

crushing, processing, treating or transporting of mining activities
material. As per the Act, a consumer who| on consumption of

generates energy for his own consumption shall 884.85 MU
be liable to pay duty at the same rates as if the electrical energy.
electrical energy is supplied by MPSEB.| This resulted in

short realisation of
duty of ¥ 10.97
crore as detailed

The department did not prescribe any check
list to be appended with the application form
for the electrical installations to determine the

activity proposed to be carried out by the below.
licensee.
(Tin lakh)
Sl. Name of Period Total ED levied ED leviable | ED short
No | consumer consumption @8 @ 40 levied
per cent per cent
1 | MOIL 02/07 to 669.92 MU 208.48 1042.4Q 833.9p
Balaghat 09/09
2 | SVIL Katni 05/07 to 148.59 MU 45.60 228.00 182.40
11/09
3 | M/s Ojaswi | 09/07 to 46.70 MU 14.32 71.60 57.28
Marble 11/09
4 | M/s Arihant | 05/07 to 10.98 MU 3.36 16.80 13.44
Marble 11/09
5 | M/s Balaji 04/05 to 8.66 MU 2.61 13.05 10.44
Marble 12/09
Total 884.85 MU 274.37 1,371.85 1,097.48

We noticed that while Arihant Marbles was chargedtree rate of eight
per cent, two other entities in the same location were chdrgt the rate
of 40 per cent. Further, in the case of Ojaswi Marbles, thouglly duas
levied at the rate of 4fer cent for captive consumption yet it was collected
at the rate of eighper cent on HT connectionIn the case of MOIL,

> % 1,371.85 lakh ¥ 274.37 lakh¥X 1,097.48 lakh.
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we noticed that though the agreement for HT suppiyh MPEB was for
“supply of electrical energy in bulk at the consuimgremises situated at
Bharveli mines in Balaghat district”, yet ED wasaofed at industrial rates.

In the absence of any check list to ascertain tttevity of the licensee,
the CEIl was constrained to detect the short rdadisaf duty in these cases.

When we pointed out, the SE (E/S) assured (Feb2@t®) to take corrective
action. Further action is awaited (December 2010).

The Government may, therefore, consider prescribing a mechanism to
correlate spot verification reportswith the documents submitted.

[Internal control |

18.2.10 Shortfall in electrical inspection |
Eight DEIs/SES/CEI officés

We observed that out

Under the Indian Electricity Rules, every of 6.01 lakh high
installation shall be periodically inspected ang tension electrical
tested at an interval not exceeding five yeafsinstallations required
either by an inspector or any other officer, oh to be inspected, only
payment of fees in advance at the prescribed3.47 lakh  were
rates, depending on the connection load.inspected by the
However, the Government has not department during
prescribed any periodical return from the the period 2005-06 to
CEl showing the list of inspections due, 2008-09, leaving a
conducted and shortfall, if any, with reasons shortfall of 2.54 lakh
for the same, to ensure compliance with the installations as
Qovisions. / detailed below:
Year I nspection Inspection Inspection not Per centage
due done done shortfall
(Column 4to 2)
(1) ) (€) (4) (5

2005-06 1,37,531 88,524 49,003 35.63
2006-07 1,47,137 80,114 67,021 45.55
2007-08 1,52,422 91,774 60,643 39.79
2008-09 1,63,452 86,421 77,025 47.12
Total 6,00,542 3,46,850 2,53,692 42.24

Information on the number of inspections due, ptehand actually conducted
during the last five years for the entire state was furnished by the CEl,
despite request (July 2010). Neither was the basiselection of electrical
installations to be inspected at different intesyaiurnished by the CEl,
despite repeated requests (July 2010). The CEdcsi@ugust 2010) that the

6 CEl (Bhopal), SE Jabalpur, SE Indore, DEI Gwalior, BEhore, DEI Ratlam,

DEI Ujjain, DEI Khandwa.
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inspectors carried out inspections as per weatbeditons. Thus, there is
no risk based objective criteria to select eleatrinstallations for inspection.
We also could not ascertain whether the instahatiovhich had defaulted in

furnishing ‘G’ form to the CEI, were included inetlschedule of inspection.

The Government may, therefore, consider prescri

bing a monthly return

from the DEI to the CEI and the CEI to the Government showing the list
of inspections due, conducted and shortfall, if any, with the reasons for
the same to ensure better compliance with the prescribed provisions of

the rules. It should also consider implement
for selection of theinstallationsfor inspection.

| Compliance deficiencies

ing a scientific basis

8.2.11 Loss of revenue due to absence of
periodical assessment of
consumption

dutiable and non-dutiable

any time limit for

mer the Act, no duty shall be pawabmi
respect of electrical energy sold or supplied t

the Railways for consumption in the
construction, maintenance or operation
activities. Rule 10 of the MPED Rules
provides that every distributor of electrical
energy and every producer, shall install g
meter separately for each category for which
rate of duty applicable are different, to record
the energy sold or supplied to a consumer @
consumed by him. Further, amendment o
section 3 of the Act provides that if the
consumption of any one purposes is use
either wholly or partly, without the consent of
distributors or producer of electricity, as the
case may be, for consumption for any
purpose for which higher rate of duty is

If consumption of electrical energy, both
meter, the dutiable energy consumption o

different categories shall be assessed in th
manner laid down by the Electrical Inspector

dutiable and non-dutiable, is recorded by on¢

° We observed
that in respect of ten
HT connections of
P railvays at nine
railway station
where no separate
meters were installed,
though the three
} DISCOMs  supplied
' 941.00 MU  of
electrical energy to
"'the railways for
combined purposes,
yet ED on only
i 334.40MU (35.6 per
cent) of electrical
energy was collected
by these DISCOMs

_ > and the remaining
chargeable, the entire energy sold or supplied consumption was
shall be charged at the highest applicable rate. exempted from

payment of the ED
treating these units as
non dutiable

€ consumption. The

(til such time, meter for each category is
malled). /

duty leviable at the
applicable rates to
dutiable units worked
out toX 4.58 crore for
the last five years.

Even for the dutiable consumption, the CEIl did haive any basis for

Gwalior, Bhopal, Ujjain, Ratlam, Khandwa, Mhow,

Neemushamgarh and Katni.
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computation. In eight out of ten connections, theldd SEs were not even
aware of the date on which the first assessmerguoh dutiable and non-
dutiable consumption was recorded. We further oleskrthat though the
DISCOMs submitted the monthly returns regularly toe DEIs yet
the latter failed to reassess the dutiable and dudiable consumption
recorded by a single meter. This led to non levydoty and cess of
approximatelyX 4.58 crore.

When we pointed this out, the CEI stated (April @Dlthat written

communication has been sent to the distribution paong for issuing

directions to install separate meters for recordingable and non-dutiable
consumption. He also stated that all the SE (Ef8) REI (E/S) have been
directed for necessary action in this regard. Haxgethe reply is silent on the
recovery of duty as per the Act/Rule till separateters are installed.

° We observed that one HT connection which was maity installed at
Gwalior railway station for the purpose of chargthg battery driven engine,
had been utilised for supplying electricity for idential purpose.
Such exemption was given though the connectiondutigble. This resulted
in non-levy of duty of approximatelgf 50.47 lakh on 83.58 MU energy
consumed between May 2005 and October 2009.

In reply, Government stated (April 2010) that venittcommunication has been
issued to the DISCOM for recovery 3¥f50.47 lakh. Further reply is awaited
(December 2010).

° We observed from the records of the Regional AntouOfficer
(RAO), Indore circle, and SE (E/S) Indore that tijjouhe DISCOM supplied
684.00 MU of electrical energy to Eicher Motor,ainpur, Indore between
April 2005 and December 2009 for both industriald anon-industrial
consumption, yet ED at non-industrial rate ofd#b cent was levied only on
2.28 MU while the remaining 681.72 MU of electri@alergy was treated as
industrial consumption and charged at the rate pe&r8cent. However, no
separate meter or sub meters were installed totifigeconsumption
of electricity for industrial and non-industrial qposes. Thus, duty of
approximatelyZ 1.84 croré was leviable at higher rate (Hr cent) on the
entire consumption of electricity.

| 8.2.12 Lossof revenuedueto lack of provision for security deposit |

/ We observed that one
Under the Act, ED is to be paid to the industrial unit consumed
State Government by those who genergtes50.11 MU of self generated
electricity for their own consumption byl power between April 2004
a generator of capacity exceeding 10and January 2006 but did not
KW. In the event of delay in paying ED pay any ED on such
beyond 30 days, interest at the prescribedconsumption. The DEI also
rate is leviable. failed to raise the demand and
K realise the ED. This resulted
in non-levy of duty ofR 3.15 crore including interest up to March 2010.
This could have been obviated had there been aspovor security deposit.

8 (684 — 2.28) X 100000 X 3.86 X (15 —@¥ cent= ¥18420074 saf1.84 crore.

115



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

When this was pointed by us, the CEI raised (May020the demand
of ¥ 3.05 crore in January 2010 with interest up to Sapier 2009.

18.2.13 Conclusion |

We observed that the monitoring of the return suteaiin the DEI and CEI

offices by the distribution companies and those¢hgyproducers was deficient
which led to non-detection of non levy and shorylef duty and cess.

The distribution companies continued to retain thaty collected by them

which was adjusted irregularly by the Energy departt against their claim
for working capital. This adjustment of departmémnégeipts is in violation of

the codal provisions and threw the budget estimatesdisarray. We noticed
that substantial revenue was lost due to grantrefular exemption to bodies
which had not installed separate meters to assassbte and non-dutiable
consumption.

18.2.14 Recommendations |

The Government may consider implementation of thelloWwing
recommendations.

. the departmental receipts of electricity should deposited as and
when collected under the appropriate head of reversuspecified in
the Act and the MP Treasury Code;

. consider laying down a time frame for periodicakessment of
dutiable and non-dutiable consumption;
. we recommend that a monthly return should be piteesetrfrom the

DEI offices to the CEl office to monitor the statfsreceipt of Form G
and CEIl to Government regarding duty and cess paygaid and
balance; and

. we recommend that a provision for security depasii vesting the
departmental officers with powers of revenue officenay enable
timely and effective recovery of arrears of elextyi duty from
the defaulting units.
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CHAPTER - IX
NON-TAX REVENUE

| A. FOREST RECEIPTS |

9.1 Tax administration

The Forest Department functions under the ovematitrol of the Principal

Secretary at the Government level while the Primciphief Conservator of
Forest (PCCF) is responsible for the overall adstiation of the department.
Out of 93 divisional forest offices, 76 deal wittvenue generating activities
in the state.

19.2 Trend of receipts |

Actual forest receipts during the last five yead9%2-06 to 2009-10 along with
the total non-tax receipts during the same pesoeixhibited in the following
table and graph.

®Rincrore)
Year Budget Actual Variation | Percentage | Total Per centage
estimates | receipts | Excess(+)/ of non-tax of actual
shortfall (-) | variation receipts Forest
of the receipts
State vis-a-vis
total non-
tax receipts
2005-06 422.00 490.4( (+) 68.40 (+)16.21 | 2,208.20 22.21
2006-07 450.00 536.5( (+) 86.50 (+) 19.22  2,65846 2(
2007-08 543.00 608.89 (+) 65.89 (+) 12.13 2,738[18 27
2008-09 600.00 685.6( (+) 85.60 (+) 14.27 3,342/86 2(
2009-10 850.00 802.0( (-) 48.00 (-) 5.65 6,382/04 12

The percentage contribution of forest receiptshi® tbtal non-tax receipts
the State has been registering a declining trendgithe last three years.
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19.3 Impact of audit |

During the last five years, audit had pointed ooh/short realisation of
revenue with revenue implication ¥f946.15 crore in 657 cases. Of these, the
department/Government had accepted audit obsengatio35 cases involving

% 81.70 crore and had since recove®e2ir.60 crore. The details are shown in
the following table.

®Rincrore)

Year of No. of Objected Accepted Recovered

I? eL:)?)irtt aﬂ gii::d No. of Amount | No.of | Amount | No. of Amount

cases cases cases

2004-05 41 185 191.65 0b 0.44 - -
2005-06 69 127 199.74 0B 1.09 01 0.0009
2006-07 69 110 37.0¢8 oL 36.50 1 27.59
2007-08 79 117 91.59 oy 0.95 01 0.0043
2008-09 103 118 426.09 1 42.72

Total 361 657 946.15 35 81.70 03 27.60

The percentage of recovery as compared to the sxtepses has been very
low except in the year 2006-07. We have brouglstiggue to the notice of the
head of the department as well as the Finance Gegte the Government.

9.4 Working of internal audit wing |

Total nine posts (Director Finance/Budget and Famdn Advisor-01,
Dy. Director-01, Assistant Director-01, Assistantdrnal Audit Officer-06 of
which 01 post is vacant) have been sanctioned éyihance Department for
internal audit in the Forest Department. As per ad@gpental orders
dated 28 October 1992, audit manual for internditan the department has
been made effective. Internal audit is conductedceordance with the roster
prepared for each year.

As per the roster prepared for the year 2009-1@&rial audit of 70 unit
offices was planned against which internal auds wanducted only in 27 unit
offices. Particulars of major comments/observatiminte IAW and corrective
action taken by the department have not been redéecember 2010).
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| B. MINING RECEIPTS |

195 Tax administration |

The Mining Department functions under the overdiarge of Secretary,
Mining, Government of Madhya Pradesh. The Direc@eplogy and Mining
is the head of the department who is assisted bgufeDirectors at
headquarters and District Mining Officers (DMO) #te district level.
The latter is assisted by Assistant DMOs and Mirimgpectors. The DMOs,
Assistant DMOs and Inspectors are under the adtratiee control of the
Collector at the district level.

19.6  Trend of receipts |

Actual mining receipts during the last five yea@®02-06 to 2009-10 along
with the total non-tax receipts during the sameigoeis exhibited in the
following table and graph.

®Rincrore)
Y ear Budget Actual Variation | Percentage Total Per centage
estimates receipts | Excess (+)/ of non-tax of actual
shortfall (-) | variation receipts mining
of the receipts
State vis-a-vis
total
non-tax
receipts
2005-06 800.00 815.31 (+) 15.31 (+) 1.912 2,208.20 36.92
2006-07 1,100.00 923.91 (-) 176.09 (-) 16.p1 2,658.46 34.75
2007-08 1,080.00 1,125.39 (+) 45.39 (+) 420 2,738.18 41.10
2008-09 1,235.00 1,361.08 (+) 126.08 (+) 1021 3,342.86 40.72
2009-10 1,566.00 1,590.4y (+) 2447 (+) 1p6 6,382.04 24.92

The percentage contribution of receipts from nameigs mining and
metallurgical industries to the non-tax revenuéhef state has been registering
a declining trend from the last three years.
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19.7 Impact of audit |

During the last five years, audit had pointed oab/short levy, non/short
realisation, underassessment/loss of revenue withenue implication
of ¥ 1,496.29 crore in 6,906 cases. Of these, the ttepat/Government had
accepted audit observations in 4,530 cases in@I®in662.50 crore and

had since recovere®@ 140.53 crore. The details are shown in the
following table:

®Rincrore)
Year 'of No.' of Objected Accepted Recovered
F\"A el;)(:;:t aﬂ gil'::d No. of Amount No.of | Amount | No.of | Amount
cases cases cases

2004-05 33 1,286 250.71 340 0.89 - -
2005-06 21 2,455 359.13 619 31.13 21 2.00
2006-07 31 1,258 38.84 1,746 293.16 D6 0.49
2007-08 34 1,474 513.8§ 1,45 97.25 b3 129]74
2008-09 34 433 333.73 368 240.97 27 7.40
Total 153 6,906 1,496.29 4,530 662.50 197 140.53

The percentage of recovery as compared to the sxtepses has been very
low except in the year 2007-08. We have brouglstigsue to the notice of the
head of the department as well as the Finance Gegte the Government.

19.8  Working of internal audit wing |

The department reported that due to shortage @if steernal audit wing has
not been established.
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9.9 Resultsof audit |

Test check of the records of 132 units relatingniaing receipts and forest
receipts revealed underassessment, non/shortatéatisof revenue and other
irregularities involvingZ 1,869.11 crore in 1,507 cases which fall under the
following categories.

®incrore)
Sl. No. Categories No. of cases | Amount
A. FOREST RECEIPTS
1. Non-realisation due to non-exploitation [of 19 57.84
bamboo/timber coupes.
2. Short realisation due to sale below the upset 05 1.54
price.
3. Non-realisation due to deterioration/shortage| of 17 1.20
forest produce.
4, Short realisation due to non-accounting of forest 06 4.25
produce.
5. Short realisation due to low yield of timber/ 08 5.96
bamboos against estimated yield.
6. Other irregularities. 68 24.12
Total 123 94.91
B. MINING RECEIPTS
1. Non/short levy of dead rent/royalty. 378 74.43
2. Non-realisation of rural infrastructure and road 126 428.00
development tax.
3. Short-realisation of contract money from 323 4.34
quarries.
4, Non-levy of interest on belated payment. 314 11111
Other irregularities. 243 1,256.32
Total 1,384 1,774.20
Grand total (A+B) 1,507 1869.11

During the course of the year, the department dedepnderassessment and
other deficiencies of 1,433.50 crore in 680 cases, which were pointedrou
audit during the year 2009-10 and recove¥d@® lakh in two cases.

A few illustrative audit observations involvirg 447.89 crore highlighting
important audit findings are mentioned in the fallog paragraphs.
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9.10 Non/short-realisation of rural infrastructure and r oad
development tax from the holders of mining lease

We observed in 15 District
ﬁcording to the provisions}\ Mining ~ Offices’  between
Madhya Pradesh  Grameen December 2007 and December

Avasanrachna Evam Sadak Vikas 2009 that the assessment of
Adhiniyam, 2005 @Adhiniyam) and road development tax in respect
notification of September 2005, rural| Of 132 mining leases for the
infrastructure and road development Period October 2005 to March
tax is levied at the rate of fiyper | 2009 had not been done.
cent per annum of the market value This resulted in non-realisation
of major minerals produced after| Of tax ofX 295.35 crore.

deducting amount of royalty actually| after we pointed out the cases,

paid by the lessee artl 4,000 per | gl the District Mining Officers
hectare per year in case of idle mines. (pMOs), except Sidhi, Betul

The tax is to be levied and demanded and Khargone1 stated (between

by the District Mlnlng Officers. February and December 2009)
that action would be taken as

per rule after scrutiny.
DMO Sidhi, Betul and Khargone stated (June to Ddisrn2009) that action
for forceful realisation has been restricted by $upreme Court. The reply is
not acceptable as the honourable court did naticesssessment and issue of
demand to the lessees. It only states that recafeigx under thig\dhiniyam
cannot be made coercively.

We reported the cases to the Director of GeologlyMming (DGM) and the
Government between December 2009 and March 20&W; téply has not
been received (December 2010).

9.11 Tax collected but not deposited in Gover nment account \

We observed during scrutiny of the records of
All Government receipts| three District Mining (DM) Office$ between
should be collected and March and August 2009 that two lessees of
deposited regularly and coal [M/s South Eastern Coalfields Ltd.
promptly in the | (SECL) in Umaria and Shahdol district and
Consolidated Fund. M/s Northern Coalfields Ltd. in Singrauli
district] collectedRk 133.18 crore a&rameen
Avsanranchna Evam Sadak Vikas Kar (tax) from their customers between
September 2005 and March 2009 but the amount waisee by them and not
deposited in Government account. As a result, theeGiment was deprived
of revenue oR 133.18 crore.

! Betul, Balaghat, Damoh, Dhar, Gwalior, Jabalpur, Kd¢hargone, Mandla,

Narsinghpur, Rewa, Satna, Shahdol, Sidhi and Umaria.
2 Shahdol, Sidhi and Umaria.
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After we reported the cases to the DGM and the Guwent in November
and December 2009, the Mineral Resources Departmeintcted
(March 2010) all the Collectors to get the amouspakited in Government
account in the same financial year.

Further progress is awaited (December 2010).

19.12 Short-realisation of royalty |

We  observed during

Royalty is pyable in respect of miners | Scrutiny of records of
removed or consumed by a lessee at the rateiven DMO3  between
prescribed in the schedule of the Mines ahd-ebruary and August 2009
Minerals (Development and Regulation) Acf, that 16 lessees  paid
1957. The Pit Mouth Value of coal wag royalty of ¥ 131.29 crore

revised by a notification of December 2C for the period from
January 2007 to March

2009 as against the payable amourX ©89.03 crore as detailed below:

(Rinlakh)

Sl. Name of Quantity removed/ Royalty Royalty Short realisation
No. mineral Consumed payable paid of royalty
1. Coal 53.56 lakh tons 12,086.42 11,589.52 496|190
2. White clay | 4.35 lakh tons 99.95 19.59 80.36
3. Limestone 34.37 lakh tons 1,565.87 1,388.26 177.61
4, Dolomite 2.52 lakh tons 113.50 102.68 10.82
5. Manganese| 0.59 lakh ton 30.97 26.86 411
6. Laterite 0.26 lakh ton 6.16 2.38 3.78

Total 13,902.87 | 13,129.29 773.58

The DMOs concerned failed to notice the short paypayment at incorrect
rates which resulted in short realisation of royaftX 7.74 crore.

After we pointed out the cases, DMOs, Anuppur aiuithiStated (August and
October 2009) that demand notices would be iss®O, Shahdol and
Umaria stated (June and August 2009) that the matiald be taken up with
the SECL. DMO, Katni stated (May 2009) that theecasms under scrutiny
and the result would be intimated. DMO, Satna dtdkat reply would be
given after scrutiny of the case. DMO, Chhindwatatesl (March 2009)
that action would be taken after scrutiny. Furtthevelopments have not been
received (December 2010).

We reported the cases to the DGM and the Governifiztember 2009);
their replies have not been received (December)2010

3 Anuppur, Chhindwara, Katni, Satna, Shahdol, Sidhi anariém
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19.13 Short-realisation of royalty on minor minerals |

9.13.1 We observed during
scrutiny of the records of
DMO Gwalior and Bhind in

As per MPMM Rules, a lessee has
pay dead rent or royalty, whichever i
higher. As per orders of the| October 2009 that 54 quarries
Mineral Resources Department date¢l Were reserved/ sanctioned to
4 June 2006, quarries were reserved/ MPSMC for extraction of
sanctioned to Madhya Pradesh State sand. It was observed that as
Mining Corporation (MPSMC) on the | Per the quantity for which
basis of advance payment of royalty transit passes were issued,
which is calculated against the quantity MPSM was liable to pay
of mineral shown in transit passes for royalty of 3 5.88 crore in
\extraction and transportation. advance upto March 2009

whereas the corporation had
paid royalty of3 3.35 crore
only. However, the department failed to work outreot amount of royalty.
This resulted in short realisation of revenu& @53 crore.

After we pointed out the cases, both the DMOs dtg€@ctober 2009) that
action would be taken after scrutiny.

9.13.2 We observed during scrutiny of the records ofe flfMO¢ between
February and September 2009 that 12 lessees haw/edm,25,406.5 cubic
metre road metal, 8,242.6 cubic metre marble al®d14465 cubic metre
granite from the leased area between July 2004Madth 2009 on which
royalty of ¥ 2.14 crore was payable. But it was noticed thatldssees had
paid royalty oR 99.70 lakh only. This resulted in short realisatad royalty
of X 1.14 crore.

After we pointed out the cases DMO, Seoni statedg@st 2010) that
T 71,662 had been recovered in one case while ithan@ase action for
recovery was in process. The remaining DMOs sthetdeen (February and
September 2009) that action would be taken aftertisg.

We reported the cases to the DGM and the Governimetateen November
2009 and March 2010; their reply has not been vede{December 2010).

4 Chhatarpur, Katni, Narsinghpur, Seoni and Shahdol.
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19.14 Short realisation of contract money |

/ We observed during scrutiny
A contractor of a trade quarry has to pay of the records of 25 DMOs
the contract money on the prescribed between  February  and
dates. If it remains unpaid for more thaph December 2009 that in case
three months, the contract should beof 290 contractors, contract
cancelled and the quarry re-auctioned. money of3 9.95 crore was
If any loss is sustained by the due for payment during the
Government, it is to be recovered from period from April 2002 to
the contractor as arrears of land revenug. March 2009 whereas the
K contractors paid an amount
of ¥ 6.33 crore only.
Thus, the contract money &f 3.62 crore remained unpaid for a duration
ranging from 2 to 33 months, yet the department matdnitiated any action
against the contractors under the terms of theracinto cancel the contract
and to reauction the quarries. It followed that BfdOs concerned allowed
the contractors for quarrying despite their defdoltpayment of contract
money on due dates. This resulted in short-re@isabf contract money
of ¥ 3.62 crore.

After we pointed out the cases, all the DMOs, ek@gtna and Betul stated
(May 2009 to December 2009) that action for recpweould be taken as per
rule after scrutiny. DMO, Satna stated (Februar@Q@QQhat reply would be
furnished after scrutiny. DMO, Betul stated (NovenR009) that action for
cancellation of contract had been taken and adtiomealisation of dues was
in progress. Further reports have not been recéedember 2010).

We reported the cases to the DGM and the Governimetmteen November
2009 and March 2010, their reply has not been vedgiDecember 2010).

19.15 Short realisation of dead rent |

9.15.1 We observed during

ﬁccording to Section 9A (1) of Mines\ Scrutiny of the records of
and Minerals (Regulation and| four DMOS*  between
Development) Act, every lessee of February and August 2009
mining lease has to pay dead rent at tHethat 35 lessees holding
rates prescribed in schedule Il at the Mining leases —of major
prescribed date. Further, as pef Mineral —over 7,296.406
the MPMM Rules, every lessee shal| hectare land had paid dead
pay yearly dead rent for every year rent of 2.55 lakh against the
except for the first year, at the rates Payable amount ofR 33.17
specified in Schedule IV, in advance fof akh. Thus, dead rent of

the whole year at the prescribed ¢ < 30.62 lakh was short paid
which was not demanded and

recovered by the respective
DMOs. This resulted in short realisation of deaut &< 30.62 lakh.

° Balaghat, Betul, Burharnpur, Chhatarpur, Chhindwara, Dabatia, Dhar, Dindori,

Gwalior, Harda, Hoshangabad, Indore, Katni, Khargone, ManNarsinghpur,
Rajgarh, Rewa, Satna, Shahdol, Shajapur, Sidhi, Tikdmayad Umaria.
Dhar, Narsinghpur, Shahdol and Umaria.
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After we pointed out the cases, all the DMOs statieetween May and
August 2009) that action would be taken for redélisaof dead rent as per
rule. Further progress has not been received (Deee010).

9.15.2 We observed during scrutiny of the records of 203’ between
May and November 2009 that 189 quarry lessees nbmmineral had paid
dead rent o¥ 34.93 lakh against the payable amourk 482 crore due from
January 2004 to December 2009. This resulted irt sbalisation of dead rent
of X 1.47 crore.

After we pointed out the cases, all the DMO’s exc8pagar, Bhind and
Khargone stated (between May 2009 and December)20@9 action for
recovery would be taken as per rule. DMOs of SaBaimd and Khargone
stated (between November 2009 and March 2010) #rat amount
of ¥ 3.13 lakh had been deposited by the lessees dimh dor recovery of
balance amount would be taken. Further progressnoasbeen received
(December 2010).

We reported the cases to the DGM and the Governbetnteen October and
November 2009; their replies have not been recgiedember 2010).

19.16 Lossof revenue dueto failureto re-auction tradequarries |

We observed during scrutiny of the
Under MPMM Rules, quarriesﬁ records of DMOs Mandla and Rewa
sand, murrum & stone minerals| between June and September 2009
specified in Schedule Il of thg that 14 trade quarries of
rules shall be allotted only by sandmurrum and 10 trade quarries
auction for a period of two years of stone were sanctioned (between
on the basiof highest bi. / April 2006 and March 2009) for
X 2.39 crore. It was observed that
14 trade quarries were surrendered by the contsacémd an amount
of ¥ 1.61 crore remained unpaid out of the payable anofiX 2.34 crore.
In case of 10 trade quarries, agreements were leth@kie to non-execution
of deeds resulting in non-receipt of contract monafy I 4.82 lakh.
However, no action was taken by the departmengauction all the 24 trade
quarries. As a measure to protect the interesteeoexchequer and to avoid
illegal extraction/transportation of minerals, w®adquarries should be
re-auctioned at the earliest in the interest oferee whatever may
be the reason of their surrender but the departnieied to do so.
This deprived the exchequer of revenu& 4f65 crore.

! Balaghat, Bhind, Burhanpur, Chhatarpur, Chhindwara, Datia, ,DBandori,

Gwalior, Harda, Jabalpur, Katni, Khargone, Mandla, NarsinghRewa, Sagar,
Seoni, Shajapur, Sidhi and Umaria.
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After we pointed out the cases, the DMO, MandlgestdJune 2009) that the
cases would be referred to the Government for éardiction. The reply is not
acceptable because as per rule 7(4) of MPMM Riles power to sanction
and control trade quarries is vested with the Cude Additional Collector of
the district. DMO, Rewa stated (September 2009) dlction would be taken
after scrutiny. Further replies have not been rkezk(December 2010).

We reported the cases to the DGM and the Governrtieit replies have not
been received (December 2010).

9.17 Lossof revenue dueto non-production according to
mining plan

We observed during scrutiny
ﬂ per Rule 22A of the Mineral of the records of DMOs

Concession Rules, 1960, mining Damoh —and  Narsinghpur
operations shall be undertaken i between May and July 2009
accordance with the duly approved that two leases  of
mining plan. Further, where mining dolomite/limestone over an
operations are not commenced for area of 11(.)'216 hectare had
continuous period of one year from th been sanctioned for a per_lod
date of execution of the lease or i of 20 to 30 years. Prodyctlon
discontinued for a continuous period of of 3'12. lakh tons Qf _mlneral
one year after commencement of suc according to the mining plan
operations, the State Government shal and payment oX 1.40 crore

by an order, declare the mining lease as 25 oyalty was anticipated
\ised and communicate the declaratioh 9U"Ng the period between

2005 and 2009 but no
i e production was done by the
lessees during this period.
The department did not take any action for deciatime mining leases as
lapsed. This deprived the exchequer of reven3elo89 crore.

After we pointed out the cases, DMO, Damoh sent pheposal to the
State Government (July 2009) for declaring the deas lapsed. DMO,
Narsinghpur stated (May 2009) that the matter wduddforwarded to the
Government after issuing show cause notice todlsele. The replies shows
apathy on the part of the DMOs to take timely act@s per the rules.
However, the Government may consider prescribindomgssion of
reports/returns by the DMOs so as to strengthemtbmitoring mechanism.
Further replies have not been received (DecembE)20

We reported the cases to the Government and DG&ir, thplies have not
been received (December 2010).
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9.18 Lossof revenueduetoirregularitiesin issue of temporary
per mits

We observed during scrutiny
of the records of 11 DMGs

between March and

November 2009 that 28
temporary permits  were
issued for various minerdls

to 21 contractors for

construction of roads and
buildings between December
2006 and February 2009
which attracted advance
payment of royalty of

T 2.30 crore. However, it

was noticed that the contractors p&id.14 crore only. This resulted in short
realisation of revenue & 1.16 crore.

ﬁccording to Rule 68 of MPMM Rule:
the Collector shall grant permission fo
extraction, removal and transportation
any minor mineral from any specified
quarry or land which may be require
for the works of any department o
undertaking of the Central Governmen
or the State Government, subject t
payment of royalty in advance calculate
Qt the rates specified in Schedule lll.

After we pointed out the cases, all the DMOs, ek&ggar and Umaria, stated
(between March and November 2009) that actiondoovery would be taken.
DMO, Sagar stated (November 2009) that an amoud28.31 lakh had been
recovered in August 2009. DMO, Umaria stated that transit passes were
issued to the contractors against the depositeduamndhe reply is not
acceptable because permission should have beetedranly after receiving
the entire amount of royalty &f 8.40 lakh in advance whereas the contractor
had paid onlyX 1.35 lakh in four installments.

We reported the cases to the DGM and the Governimetmteen November
2009 and February 2010, their reply has not beegived (December 2010).

Balaghat, Burhanpur, Chhatarpur, Dindori, Harda, Hoshzatgahargone, Mandla,
Rewa, Sagar and Umaria.

Road metal- 6.51 lakh cubic meter, murrum-80,700 cmt., saddjranular sub base-
59844 cmt., selected soil-34783 cmt., boulder-3200 cmt. & ditmee 16393.44 ton.
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9.19 Non-imposition of penalty due to non-submission of returns
by the lessees

We observed during scrutiny
of the records of nine
DMOs! between March and
November 2009 that
57 lessees had not submitted
monthly, six monthly and

/According to Rule 30 (20) (a) (b) (c) o
the MPMM Rules, every lessee o
quarry lease shall furnish monthly,
six monthly and annual return to th
DMO in the prescribed forms by
the specified dates, failing which the annual returns which were
lease sanctioning authority may require due between April 2004 and
the lessee to pay a penalty not exceedingMarch 2009. Submission of
double the amount of annual dead rent, returns is a vital mechanism

K for monitoring the working

of the lessees. In the absence

of these basic records, the DMOs are constraine@ssess the correct
amount of royalty. Non-submission of returns remailin non-realisation of
revenue ofX 43.20 lakh in the form of maximum of penalty caddtad

at double the amount of annual dead rent.

After we pointed out the cases, all the DMOs exc&gni and Sagar stated
that action would be taken against the lesseesruhderules. DMOs Seoni

and Sagar stated between November 2009 and Ja2@i@ythat penalty was

to be imposed by the sanctioning authority. Howgevke reply does not

explain why action was not taken to take up thes cagh the sanctioning

authority as yet.

We reported the cases to the DGM and the Governimetateen November
2009 and February 2010; their replies have not beaeceived
(December 2010).

10 Burhanpur, Dindori, Gwalior, Harda, Narsinghpur, Sagasn§é&idhi and Umaria.
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19.20 Lossof revenue dueto deficiency in the Act |

Mere a mining lease period purports
be for more than ten years but no
exceeding 20 years, stamp duty at the ra
of 7.5 per cent of three times of the
estimated royalty and registration fee af
three fourth of the stamp duty is leviable.
As per instructions of the department, dead
rent or royalty payable on expected
guantity of minerals mentioned in the
application of lease or in the mining plan
whichever is more, should be considered
for calculation of stamp duty. Therefore, it
becomes essential that when mining plan
is modified during currency of the lease
according to which the expected quantity
of mineral increases, the modified lease
deed should be executed and got
registered. It was noticed that provision
regarding execution of the modified
agreement of lease after the mining plan i
modified, does not exist in the Mines and

Minerals (Regulation and development)
{ct, 1957, and the Rules made theW.

We observed during

scrutiny of the records of
DMO, Rewa (September
2009) that an agreement
of lease for 20 years was
executed in February
2006 on which stamp
duty and registration fee
of ¥ 93,000 was paid on
royalty of expected

quantity of 3,171.80 ton

per year as mentioned

in the mining plan.
Further, the plan was
modified in December

2006 and as per the
modified mining plan, the
expected revised quantity
of mineral was 52,530
ton. Notwithstanding the
manifold increase in
the earlier quantity, the
department did not ask
the lessee for execution
of modified agreement in
accordance  with the

modified mining plan. The stamp duty and registratiee leviable on the
modified agreement worked out &t23.46 lakh. Thus, Government was
deprived of revenue of 22.53 lakh.The Government may consider
incorporating a clause in the conditions of mining lease for providing

execution of modified agreement
mining plan.

in case of modification

in the

After we pointed out the cases, the DMO, Rewa dtéseptember 2009) that
necessary action would be taken after investigattamther progress has not

been received (December 2010).
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We reported the case to the DGM and the Governrti@atember 2009);
their replies have not been received (December)2010

(M.RAY BHATTACHARYYA)

Bhopal, Accountant General
The (Works & Receipt Audit)
Madhya Pradesh
Countersigned
(VINOD RAL)
New Delhi, Comptroller and Auditor General of India
The
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Annexure- A
Footnote No. 2 (Para5.2.3)

Alirajpur, Anuppur, Ashoknagar, Ater (Bhind), Badnagar (Ujjain), Barasiya (Bhopal),
Balaghat, Baldeogarh (Tikamgarh), Bina (Sagar), Biora (Rajgarh), Burhanpur, Chhatarpur,
Damoh, Dewas, Dhar, Dharampuri (Dhar), Dindori, Gadarwara (Narsinghpur), Gairatganj
(Raisen), Gohad (Bhind), Gopadniwas (Sidhi), Guna, Gwalior, Gyaraspur (Vidisha), Harda,
Hoshangabad, Huzur (Bhopa), Huzur (Rewa), Indore, Ishagarh (Ashoknagar), Itarsi
(Hoshangabad), Jabalpur, Jabera (Damoh), Jaura (Morena), Jawad (Neemuch), Jawra
(Ratlam), Jhabua, Jobat (Alirgjpur), Kailaras (Morena), Kalapipa (Shajapur), Kasrawad
(Khargone),Khargone, Khategaon (Dewas), Lakhanadon (Seoni), Lateri (Vidisha), Maiher
(Satna), Mandsaur, Mhow (Indore), Moman Badodiya (Shajapur), Mudwara (Katni),
Mungawali (Ashoknagar), Nagda (Ujjain), Narsinghpur, Naugaon (Chhatarpur), Neemuch,
Nepanagar (Burhanpur), Pandurna (Chhindwara), Panna, Raisen, Rajgarh, Ratlam, Sagar,
Sanver (Indore), Sardarpur (Dhar), Seoda (Datia), Seoni, Seonimawa (Hoshangabad),
Shajapur, Sheopur, Shujalpur (Shajapur), Singrauli, Sironj (Vidisha), Sohagpur (Shahdol),
Tendukhera (Damoh), Tikamgarh, Ujjain, Vidishaand Vijaypur (Sheopur).
Annexure- B
Footnote no. 13 (Para’5.2.8.2)

Anuppur, Badnagar (Ujjain), Bairasiya (Bhopal), Balaghat, Baldeogarh (Tikamgarh), Bina
(Sagar), Biora (Rajgarh), Chhatarpur, Dindori, Gadarwara (Narsinghpur), Gairatganj (Raisen),
Gohad (Bhind), Gopadniwas (Sidhi), Guna, Hoshangabad, Huzur (Bhopal), Huzur (Rewa),
Indore, Itars (Hoshangabad), Jabera (Damoh), Jaura (Morena), Jawad (Neemuch), Jhabua,
Jobat (Alirgjpur), Kailaras (Morena), Kaapipal (Shajapur), Kasrawad (Khargone),Khargone,
Mandsaur, Moman Badodiya (Shajapur), Mudwara (Katni), Nagda (Ujjain), Naugaon
(Chhatarpur), Nepanagar (Burhanpur), Pandurna (Chhindwara), Panna, Raisen, Sanver
(Indore), Seoni, Seonimalwa (Hoshangabad), Shajapur, Shujalpur (Shajapur), Singrauli,
Sohagpur (Shahdal), Tendukhera (Damoh), Tikamgarh, Ujjain and Vidisha.

Annexure- C

Footnote no.15 (Para 5.2.12)
Badnagar (Ujjain), Baldeogarh (Tikamgarh), Biaora (Rajgarh), Chhatarpur, Damoh, Dewas,
Dhar, Gadarwara (Narsinghpur), Guna, Harda, Hoshangabad, Itarsi (Hoshagabad), Jabera
(Damoh), Jaora (Ratlam), Jobat (Alirajpur), Kasrawad (Khargone),Maiher (Satna), Mandsaur,
Mhow (Indore), Neemuch, Nepanagar (Burhanpur), Pandurna (Chhindwara),Panna, Raisen,
Ratlam, Shajapur, Shujal pur (Shajapur), Sohagpur (Shahdol) and Vidisha
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Annexure- D
Footnote no. 17 (Para5.2.13)

Alirajpur, Anuppur, Ashoknagar, Balaghat, Baldeogarh (Tikamgarh), Bina (Sagar), Biora
(Rajgarh), Burhanpur, Chhatarpur, Damoh, Dewas, Dhar, Dharampuri (Dhar), Dindori,
Gadarwara (Narsinghpur), Gairatganj (Raisen), Gohad (Bhind), Gopadniwas (Sidhi), Guna,
Gwalior, Harda, Hoshangabad, Huzur (Bhopa), Huzur (Rewa), Indore, Ishagarh
(Ashoknagar), Itarsi (Hoshangabad), Jabalpur, Jabera (Damoh), Jaura (Morena), Jawad
(Neemuch), Jawra (Ratlam), Jhabua, Jobat (Alirajpur), Kailaras (Morena), Kalapipa
(Shajapur), Kasrawad (Khargone),Khargone, Khategaon (Dewas), Lakhanadon (Seoni),
Maiher (Satna), Mhow (Indore), Moman Badodiya (Shajapur), Mudwara (Katni), Mungawali
(Ashoknagar), Nagda (Ujjain), Narsinghpur, Nepanagar (Burhanpur), Pandurna (Chhindwara),
Panna, Raisen, Ratlam, Sagar, Sanver (Indore), Sardarpur (Dhar), Seoda (Datia), Seoni,
Seonimalwa (Hoshangabad), Shajapur, Sheopur, Shujalpur (Shajapur), Singrauli, Sohagpur
(Shahdol), Tikamgarh, Ujjain, Vidishaand Vijaypur (Sheopur).

Annexure- E

Footnote no. 19 (Para5.2.15.1)

Alirgjpur, Ashoknagar, Ater (Bhind), Badnagar (Ujjain), Bairasiya (Bhopal), Baldeogarh
(Tikamgarh), Bina (Sagar), Biora (Rajgarh), Chhatarpur, Damoh, Dewas, Dhar, Dharampuri
(Dhar), Dindori, Gairatganj (Raisen), Gohad (Bhind), Gopadniwas (Sidhi), Gyaraspur
(Vidisha), Harda, Hoshangabad, Huzur (Rewa), |shagarh (Ashoknagar), Itarsi (Hoshangabad),
Jabalpur, Jabera (Damoh), Jaura (Morena), Jawad (Neemuch), Jawra (Ratlam), Jhabua, Jobat
(Alirgjpur), Kailaras (Morena), Kalapipal (Shajapur), Kasrawad (Khargone),Khargone,
Lakhanadon (Seoni), Lateri (Vidisha), Maiher (Satna), Mandsaur, Mungawali (Ashoknagar),
Nagda (Ujjain), Naugaon (Chhatarpur), Nepanagar (Burhanpur), Pandurna (Chhindwara),
Panna, Rajgarh, Sagar, Sanver (Indore), Sardarpur (Dhar), Seoda (Datia), Seoni, Seonimalwa
(Hoshangabad), Shajapur, Sheopur, Shujalpur (Shaapur), Singrauli, Sironj (Vidisha),
Sohagpur (Shahdoal), Tendukhera (Damoh), Tikamgarh, Vidisha and Vijaypur (Sheopur).
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