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PREFACE 

 

This Report of the Comptroller and Auditor General of India for the year ended  

31 March 2023 has been prepared for submission to the Governor of Madhya Pradesh 

under Article 151 of the Constitution of India for being laid before the State 

Legislature. 

The Report contains significant results of Compliance Audit of the five Departments 

of the Government of Madhya Pradesh viz., Narmada Valley Development 

Department, Mineral Resources Department, Water Resources Department, 

Commercial Tax Department (Registration and Stamps), Commercial Tax Department 

(VAT) and Energy Department. Audit has been conducted under the Comptroller and 

Auditor General's (Duties, Powers and Conditions of Service) Act, 1971. 

The instances mentioned in this Report are those, which came to notice in the course 

of test audit for the period 2022-23 as well as those which came to notice in earlier 

years but could not be reported in the previous Audit Reports; instances relating to the 

period subsequent to 2022-23 have also been included, wherever necessary. 

The audit has been conducted in conformity with the Auditing Standards issued by the 

Comptroller and Auditor General of India. 
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Executive Summary 

I GENERAL  

This Report of the Comptroller and Auditor General of India contains observations arising 

out of the audit of receipts and refunds accounts and expenditure accounts of those 

Departments (other than State Public Sector Undertakings) which are under the audit 

jurisdiction of the Office of the Principal Accountant General (Audit-II), Madhya Pradesh, 

Bhopal. 

The Report features findings on Compliance Audit of two Departments (Chapter II: Narmada 

Valley Development Department and Chapter III: Mineral Resources Department) and 19 

Audit Paragraphs (Chapters II and IV) of four departments (Narmada Valley Development 

Department, Water Resources Department, Commercial Tax Department (Registration and 

Stamps and VAT), and Energy Department). 

Planning and Conduct of Audit 

During the year 2022-23, the office of the Principal Accountant General (Audit-II), Bhopal 

conducted compliance audit of 314 units out of a total of 2,619 auditable units from amongst 

28 Departments of Government of Madhya Pradesh. 

(Paragraph 1.5) 

Response of Departments to Audit Findings  

Heads of Offices and their reporting authorities are required to respond to the observations 

contained in Inspection Reports and take appropriate corrective action.  

As of 31 March 2023, a total of 6,334 Inspection Reports and 35,448 paragraphs pertaining to 

previous years were pending settlement.  

(Paragraph 1.6.1) 

Response of the Government to recommendation of the Public Accounts Committee 

(PAC) 

Administrative Departments are required to submit Action Taken Notes (ATN) on the 

recommendations of the Public Accounts Committee (PAC) within six months from the date 

of receipt of the recommendations.  

As of 31 March 2024, 271 ATNs in respect of 14 Departments pertaining to the Government 

of Madhya Pradesh were yet to be received. 

(Paragraph 1.6.4) 
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Audit Findings 

II NARMADA VALLEY DEVELOPMENT DEPARTMENT 

The Detailed Project Reports prepared by the Department were not based on actual detailed 

survey. In the absence of actual survey data and inclusion of incorrect items, the estimates of 

the projects resulted in overestimation and excess provisioning.                          

(Paragraph 2.1.5.1) 

Deficient designing resulted in less supply of water than required, impacting the availability 

of water in the command area of MIPs, thereby effectively reducing the command area by  

19,671 ha. 

(Paragraph 2.1.5.5) 

The Benefit-Cost (BC) Ratio is calculated by dividing the total cash benefits of a project by 

its total cash costs. According to the guidelines for preparing DPRs of irrigation and 

multipurpose projects, the minimum BC Ratio required for approval is one in drought-prone 

areas and 1.5 in other areas. Audit observed that the Department did not include realistic 

annual O&M and power charges while computing the BC Ratio to justify the feasibility of 

the projects. This omission led to incorrect calculations for three MIPs (one in drought prone 

area and two in other areas), involving a total cost of ₹ 6,363.96 crore, rendering them 

financially unviable. 

(Paragraph 2.1.5.6) 

Out of 18 projects, one Micro Irrigation Project was completed within stipulated time, and 

two projects were in-progress as per stipulated period of completion. Out of the remaining 15 

projects, eight projects were completed with delays of 15 to 41 months, and seven ongoing 

projects were running with delays of 17 to 34 months from the stipulated period of 

completion to the end date of the last extension granted. The Department did not levy penalty 

in respect of these 15 projects, despite delays on the part of the contractors as per terms of the 

agreements. After provisioning for delay of 17 weeks each for the years 2020 and 2021 on 

account of the COVID pandemic, the penalty for delay in completion of the projects works 

out to ₹ 818.14 crore. 

(Paragraph 2.1.6.1) 

Excess payment was made to the contractors on account of price adjustment of ₹ 85.76 crore 

due to adoption of incorrect base rate, incorrect linking factors, indices and incorrect 

consumer price indices for industrial workers. 

(Paragraph 2.1.6.3)  

Undue financial aid was extended to the contractors due to irregular release of Security 

Deposit to the tune of ₹ 387.49 crore in lieu of Bank Guarantees, violating contractual 

provisions. 

(Paragraph 2.1.6.4)  
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Utilisation of lesser steel quantity than what was estimated, due to not considering the 

minimum thickness of pipeline as specified in IS code, resulted in undue benefit of 

₹ 1,074.33 crore to the contractors. 

(Paragraph 2.1.6.5) 

Even though cost of feeder bay was included in the scope of work, and was to be borne by the 

contractors, the Department separately paid ₹ 4.52 crore to the Power Transmission Company 

as cost of feeder bay, resulting in excess payment of ₹ 4.52 crore.  

(Paragraph 2.1.6.6) 

Due to the increase in the lifting height of water from 110 m to 117 m without any recorded 

justification, the availability of water was significantly reduced. Consequently, the Pati MIP 

became largely infructuous, despite an expenditure of ₹ 109.01 crore. 

(Paragraph 2.1.6.7) 

A contractor was irregularly paid ₹ 7.30 crore towards price adjustment on Operation and 

Maintenance (O&M) after the stipulated date of completion, which was not admissible, 

resulting in excess payment and undue benefit to the contractor. 

(Paragraph 2.2) 

The execution of Sleemanabad Carrier Canal of Bargi Diversion Project from RD 104.00 km 

to 129.00 km was awarded (March 2008) on turn-key basis for ₹ 799.00 crore. The work, to 

be completed in 40 months, was still in progress (30 June 2023). Audit noticed that the EE, 

Narmada Development Division 5, Katni allowed undue benefit of ₹ 59.04 crore to the 

contractor on account of (i) awarding work of cement concrete grout blocks (₹ 13.24 crore) 

within the scope of the agreement to a new contractor, (ii) extra payment of ₹ 39.60 crore for 

excessive dewatering to the contractor under Force Majeure clause and (iii) non-recovery of 

amount of ₹ 6.20 crore paid towards restoration of road, which was to be borne by the 

contractor.  

(Paragraph 2.3) 

III MINERAL RESOURCES DEPARTMENT 

Based on examination of 1,060 lease deeds registered between April 2020 and March 2023 

under 20 District Mining Offices, Audit observed that in 68 lease deeds, the quantity of 

minerals was not correctly considered for determination of anticipated royalty for the purpose 

of Stamp Duty, Registration Fee. This resulted in underassessment of anticipated royalty by 

₹ 163.77 crore having revenue impact of ₹ 4.76 crore on computation of Stamp Duty, 

Registration Fee and Cess.  

(Para 3.1.4.1) 

In 28 lease deeds, application of incorrect rate of royalty of minerals resulted in 

underassessment of anticipated royalty of ₹ 1,262.90 crore and consequent short realisation of 

Stamp Duty, Registration Fee and Cess of ₹ 48.50 crore.   

(Para 3.1.4.2) 
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Audit of 121 registered lease deeds in seven DMOs, having lease period of 30 years or more 

(including extension of time) indicated that in 51 lease deeds (42 per cent), Stamp Duty of 

₹ 36.60 crore was levied. In addition, a Cess of ₹ 3.66 crore was to be levied as required 

under rules, but the registering authority did not levy Cess in any of these lease deeds. 

(Para 3.1.6.2) 

IV AUDIT PARAGRAPHS PERTAINING TO VARIOUS DEPARTMENTS 
 

Commercial Tax Department (VAT) 

In 25 cases, the Assessing Authorities incorrectly assessed (June 2018 to September 2022) 

turnover of ₹ 82.31 crore for the period between 2016-17 and 2017-18 as against the actual 

turnover of ₹ 91.31 crore, as recorded in books of accounts and other relevant records. This 

resulted in short levy of tax amounting to ₹ 91.63 lakh.  

(Paragraph 4.1) 

In five cases assessed between June 2018 to October 2021 for the period between 2016-17 

and 2017-18, ‘C’ forms in respect of interstate sale of ₹ 8.63 crore were not furnished. This 

resulted in non/short levy of tax of ₹ 53.41 lakh. 

(Paragraph 4.2) 

In 11 cases, assessed between May 2018 and August 2023 for the period between 2015-16 to  

2017-18, Entry Tax amounting to ₹ 34.95 lakh on goods like iron & steel, machinery, oilseed 

etc., was either not levied or was short levied. 

(Paragraph 4.3) 

In six cases, assessed between September 2019 and July 2022 for the period between 2016-17 

and 2017-18, the Assessing Authorities levied tax at incorrect rates on a total turnover of  

₹ 3.42 crore, resulting in short levy of tax of ₹ 30.97 lakh.  

(Paragraph 4.4) 

In 14 cases, assessed between February 2018 and January 2022 for the period between 

2015-16 and 2017-18, the Assessing Authority allowed inadmissible Input Tax Rebate of 

₹ 26.43 lakh, resulting in under-assessment of tax to that extent. 

(Paragraph 4.5) 
 

Commercial Tax Department (Registration and Stamps) 

Test check of records of 10 Sub Registrar offices indicated that 29 instruments were 

registered (April 2017 to March 2023) with value of ₹ 98.44 crore. However, as per the 

applicable market value guidelines, the actual value of these properties was ₹ 168.85 crore. 

The Sub Registrars, however, did not verify the property particulars provided in the 

submitted documents, nor referred these cases to the Collector of Stamps for determination of 

correct value of properties and duty leviable thereon. This oversight led to short levy of 

Registration Fee and Stamp Duty amounting to ₹ 8.73 crore. 

 (Paragraph 4.7) 
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Irregular reduction of Stamp Duty and Panchayat Fee and incorrect exemptions on Stamp 

Duty and Registration Fee resulted in short realisation of Government revenue amounting to  

₹ 1.23 crore. 

(Paragraph 4.8) 

Three Sub Registrars, in four cases, applied incorrect rates of Stamp Duty on gift deeds 

resulting in short collection of revenue amounting to ₹ 74.08 lakh. 

(Paragraph 4.9) 

Water Resources Department 

The Department adopted base index for the wrong month (May 2022 instead of March 2021) 

for the purpose of calculation of price adjustment for different items of construction 

materials, which resulted in excess payment of ₹ 16.40 crore.  

(Paragraph 4.11) 

There was undue financial aid to the contractor through excess payment of ₹ 2.46 crore on 

account of price adjustment due to adoption of incorrect date for the purpose of calculation of 

base rate. Following the audit observation, the Division recovered ₹ 1.92 crore from the 

contractor by forfeiting the Security Deposit. 

(Paragraph 4.12) 

The Divisions did not recover charges from two contractors for excavation of 2.94 lakh Cu. 

M. hard rock, which resulted in short/non-realisation of ₹ 3.76 crore.  

(Paragraph 4.13) 

There was excess payment amounting to ₹ 6.02 crore to the contractor due to inflated 

measurements and awarding of balance work before the date of taking final measurement of 

the original contract. Following the audit observation, the Division recovered ₹ 2.00 crore by 

forfeiting the Performance Security. 

(Paragraph 4.14) 

For development of additional culturable command area, the Department wrongly calculated 

the rates payable for the additional work. This resulted in excess payment of ₹ 1.63 crore to 

contractor.  

(Paragraph 4.15) 

Energy Department 

Due to lapse by the Electrical Safety Wing of the Energy Department in verifying the 

electrical duty payable under the Act, the non-levy of duty on auxiliary consumption of 

electricity by the producers went undetected, leading to a revenue loss of ₹ 12.09 crore. 

(Paragraph 4.16) 
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CHAPTER I: GENERAL 

 

1.1 About this Report 

This Report of the Comptroller and Auditor General of India (CAG) contains matters arising 

from the compliance audit of transactions for the financial year 2022-23 of those Departments of 

the Government of Madhya Pradesh, which are under audit jurisdiction of the Office of  Accountant 

General (Audit-II), Madhya Pradesh, re-designated as Office of the Principal Accountant General 

(Audit-II), Madhya Pradesh, Bhopal from 13, June 2025. 

The primary purpose of this Report is to bring to the notice of the State Legislature, significant 

results of audit. The findings of audit are expected to enable the Executive to take corrective 

action, to frame appropriate policies as well as to issue directives that will lead to improved 

financial management of organisations and contribute to better governance. 

Compliance audit refers to the examination of transactions of the audited entities to ascertain 

whether provisions of the Constitution of India, applicable laws, rules and regulations and various 

orders and instructions issued by the competent authorities are being complied with. 

This Chapter explains the planning and coverage of audit, response of departments and 

Government to audit findings/observations made during audit of transactions and follow-up 

action on previous Audit Reports. 

1.2 Profile of Departments under audit jurisdiction 

1.2.1 Expenditure of Departments 

A summary of the expenditure incurred by the Departments of Government of Madhya Pradesh 

falling within the audit jurisdiction of this office, for the five year period from 2018-19 to 2022-

23 is given in Table 1.1 below: 

Table 1.1: Summary of expenditure during 2018-19 to 2022-23 

(₹ in crore) 

S.N. Name of the 

Department 

2018-19 2019-20 2020-21 2021-22 2022-23 

1 Forest 2,437.90 1,993.88 2,503.52 2,506.70 2,998.80 

2 Science and 

Technology 

175.73 70.97 150.83 211.03 506.11 

3 Environment 54.74 27.15 41.02 25.02 14.21 

4 Tourism 170.53 155.40 100.95 211.28 271.37 

5 Transport 82.31 85.50 90.24 58.07 97.44 

6 Culture 230.07 147.73 146.64 168.10 313.46 

7 Aviation 27.79 26.84 25.10 57.16 82.48 

8 Religious 

Trusts and 

Endowments 

189.06 55.08 39.20 46.19 87.54 

9 Finance  12,280.90 12,288.40 15,010.41 18,142.57 19,974.76 

10 Commercial 

Taxes 

2,026.36 2,134.71 2291.69 1,685.45 1,868.99 

11 Planning, 

Economics 

and Statistics 

228.95 211.27 79.40 117.54 888.91 



Compliance Audit Report (Civil) for the year ended 31 March 2023 

 

2 

S.N. Name of the 

Department 

2018-19 2019-20 2020-21 2021-22 2022-23 

12 Mineral 

Resources 

684.01 740.64 760.55 775.81 1,861.13 

13 Industrial 

Policy and 

Investment 

Promotion 

767.22 850.43 895.30 1,951.79 2,438.41 

14 Micro, Small 

and Medium 

Enterprises 

780.85 817.98 483.50 781.89 1,042.21 

15 Cottage and 

Rural 

Industry 

191.84 121.60 92.09 89.06 91.10 

16 Public Works 8,647.47 7,886.39 6,882.08 8,852.39 9,758.24 

17 Public Health 

Engineering 

2,530.04 2,990.54 4,499.13 9,703.64 7,720.34 

18 Animal 

Husbandry 

and Dairying 

858.44 987.64 849.76 914.03 1106.48 

19 Farmers 

Welfare and 

Agriculture 

Development 

9,746.26 15,021.02 13,542.61 15,388.93 19,221.28 

20 Food, Civil 

Supplies and 

Consumer 

Protection 

1,309.53 958.78 864.69 1,291.24 1,015.43 

21 Fisherman 

Welfare and 

Fisheries 

Development 

(Fisheries) 

73.22 80.08 112.46 156.17 121.02 

22 Horticulture 

and Food 

Processing 

1,371.63 617.2 406.98 463.13 288.23 

23 Co-operation 1,625.75 501.41 581.99 1,711.23 841.21 

24 Narmada 

Valley 

Development  

3,144.72 3,224.97 5,031.95 4,776.21 7,611.30 

25 Water 

Resources  

6,681.26 7,182.45 6,251.08 6,603.61 6,665.43 

26 Energy1 6.59 5.30 5.27 7.96 8.74 

27 Public Assets 

Management2 

- - 0.40 23.85 95.61 

28 New and 

Renewable 

Energy 257.91 109.25 60.41 33.76 53.75 

 Total 56,581.08 59,292.61 61,799.25 76,753.81 87,043.98 
(Source: Appropriation Accounts of Government of Madhya Pradesh for relevant years) 

 
1  Expenditure incurred by the MP Electricity Regulatory Commission (Autonomous Body). 
2  MP Public Assets Management Department was established in 2020-21. 
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1.2.2 Receipts of Departments 

A summary of the receipts of the revenue generating Departments of Government of Madhya 

Pradesh falling within the audit jurisdiction of this office, for the five year period from  

2018-19 to 2022-23 is given in Table 1.2 below:  

 

Table 1.2: Summary of Receipts during 2018-19 to 2022-23 

(₹ in crore) 

S.N. Name of the 

Department 

2018-19 2019-20 2020-21 2021-22 2022-23 

1 Forest 1,042.94 8,34.26 1,240.38 1,406.03 1,395.01 

2 Transport 3,008.26 3,251.23 2,749.15 3,028.68 4,027.57 

3 Commercial 

Taxes 

43,231.83 48,103.44 46,896.71 56,646.19 62,882.25 

4 Mineral 

Resources 

3,933.56 4,320.22 4,557.28 6,180.67 7,360.07 

5 Energy3 6.06 7.06 12.15 9.50 8.60 

6 Cottage and 

Rural 

Industry4 

4.84 13.18 5.83 2.98 3.57 

7 Food, Civil 

Supplies and 

Consumer 

Protection5 

532.60 582.16 976.96 687.32 596.05 

 Total 51,760.09 56,277.29 56,438.46 67,961.37 76,273.12 
(Source: Finance Accounts of Government of Madhya Pradesh for relevant years) 

1.3 Office of the Principal Accountant General (Audit-II) 

There are 556 Departments functioning under the Government of Madhya Pradesh. These 

Departments are headed by Additional Chief Secretaries/ Principal Secretaries, who are 

assisted by Heads of the Departments and subordinate officers under them.  

The Office of the Principal Accountant General (Audit-II), Madhya Pradesh, Bhopal conducts 

the audit of 28 out of the 55 Departments. Besides, it also audits 48 Public Sector Undertakings, 

three Autonomous Bodies and two Statutory Corporations. 

 
3  Revenue collected by the MP Electricity Regulatory Commission (Autonomous Body). 
4  Revenue collected by the MP Khadi and Gramodyog Board. 
5  Revenue collected by the MP Warehousing and Logistic Corporation. 
6  In these 55 Departments, Department of Commercial Tax, Registration and Stamps Department, State Excise 

Department, Goods and Services Tax Department, are treated as single Department, as all of them are functioning under 

the aegis of the Department of Commercial Tax for administrative purposes. Further audit of Happiness and Overseas 

Indian Departments are yet to be taken up by this office. 
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1.4 Authority for Audit 

The CAG’s authority for audit is derived from Articles 149 and 151 of the Constitution of India 

and CAG's (Duties, Powers and Conditions of Service) Act, 1971 (DPC Act). The CAG audits 

the Government Departments and Public Sector Enterprises as per the following provisions: 

 

Principles and methodologies for various audits are prescribed in the Auditing Standards and 

the Regulations on Audit and Accounts, as well as guidelines, manuals and instructions issued 

by or on behalf of the CAG. 

1.5 Planning and Conduct of Audit 

During the year 2022-23, the office of the Principal Accountant General (Audit-II), Bhopal 

conducted compliance audit of 314 units out of a total of 2,619 auditable units amongst 28 

Departments of Government of Madhya Pradesh. This Report features findings on two Subject 

Specific Compliance Audits (Chapters II and III) of two departments (pertaining to each 

Paragraph of Narmada Valley Development Department and Mineral Resources Department) 

and 19 Audit Paragraphs (Chapters II and IV) of 

four departments (pertaining to two paragraphs of 

Narmada Valley Development Department, five 

paragraphs of Water Resources Department, four 

paragraphs of Commercial Tax Department 

(Registration and Stamps), six paragraphs of 

Commercial Tax Department (VAT) and two 

paragraphs of Energy Department). 

Compliance Audit is an independent assessment 

of whether a given subject matter (an activity, 

financial or non-financial transaction, information 

in respect of an entity or a group of entities) 

complies in all material respects with the 

applicable laws, rules, regulations, established codes, etc. and the general principles governing 

sound public financial management and the conduct of public officials. 

The following flowchart depicts the process of Planning, conduct of audit and preparation of 

Audit Reports: 

Section 13 of the 
DPC Act

Audit of expenditure of the 
Departments

Section 16 of the 
DPC Act

Audit of Receipts of the 
Departments
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Figure-1.1: Audit Processes 

 

After completion of compliance audit of each unit, an Inspection Report (IR) containing audit 

findings is issued to the Head of the unit with a request to furnish replies within six weeks of 

receipt of the IR. Whenever replies are received, audit findings are either settled or further 

action for compliance is advised. Significant audit observations pointed out in these IRs, which 

require attention at the highest level in the Government, are issued as draft paragraphs to the 

Government for their responses, before possible inclusion after due consideration of the 

responses, in the Audit Reports. In addition, draft Compliance Audits and Performance Audits 

on specific themes, topics or schemes are also issued to the Government for their responses, 

before possible inclusion in the Audit Reports. These Audit Reports are submitted to the 

Governor of Madhya Pradesh under Article 151(2) of the Constitution of India for causing 

them to be laid before the State Legislature. 

1.6 Response of Departments to audit findings 
 

1.6.1 Response to previous Inspection Reports 

Heads of Offices and next higher authorities are required to respond to the observations 

contained in Inspection Reports (IRs) and take appropriate corrective action. Audit 

observations communicated in IRs are also discussed at periodical intervals in meetings at 

various levels by officers of the Principal Accountant General’s Office with officers of the 

concerned Departments. 
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As of 31st March 2023, a total of 6,334 IRs containing 35,488 paragraphs pertaining to previous 

years were pending settlement as detailed in Table 1.3 below: 

Table 1.3: Details of outstanding IRs/ Paragraphs 

Year Number of IRs/Paragraphs pending settlement  

as of 31st March 2023 

IRs Paragraphs 

2017-18 & earlier years 4,664 21,604 

2018-19 589 3,709 

2019-20 411 3,063 

2020-21 114 1,296 

2021-22 256 2,639 

2022-23 300 3,177 

Total 6,334 35,488 
(Source: Records maintained by the office of the Principal Accountant General (Audit II), Bhopal)  

Lack of action on IRs and audit paragraphs is fraught with the risk of perpetuating serious 

financial irregularities as pointed out in these reports. It may also result in dilution of internal 

controls in the governance process, inefficient and ineffective delivery of public goods/ 

services, fraud, corruption and loss to public exchequer. The State Government therefore needs 

to institute an appropriate mechanism to review and take expeditious action to address the 

concerns flagged in these IRs and audit paragraphs. 

1.6.2 Response of Government/Departments to audit observations 

All Departments are required to send their responses to draft Audit Paragraphs proposed for 

inclusion in the CAG’s Audit Report within six weeks of their receipt. During the year 2022-23, 

two7 drafts of Subject Specific Compliance Audit and 198 drafts Audit Paragraphs were 

forwarded to the Additional Chief Secretaries/ Principal Secretaries/ Secretaries of 

four Departments concerned, drawing their attention to the audit findings, and requesting them 

to send their response within six weeks. It was brought to their personal attention that these 

paragraphs were likely to be included in the Audit Report of the CAG of India, which would 

be placed before the State Legislature, and it would be desirable to include their comments/ 

responses to the audit findings. The responses of the Government, wherever received, have 

been appropriately incorporated in this Audit Report.  

1.6.3 Response of Government to audit paragraphs that featured in earlier Audit 

Reports 

Administrative Departments are required to submit Explanatory Notes on audit paragraphs and 

reviews included in Audit Reports, within three months from the date of laying of report to the 

State Legislature duly indicating action taken or proposed to be taken. For this purpose, the 

Departments are not required to wait for any notice or call from the Public Accounts Committee. 

Explanatory Notes were yet to be received from 10 Departments in respect of  

57 Paragraphs/Performance Audit reviews that featured in the Audit Reports for the years 

2013-14 to 2020-21 as detailed in Table 1.4 below: 

 
7  Two SSCAs pertaining to each of Narmada Valley Development Authority and Mineral Resources Department. 
8  Two paragraphs of Narmada Valley Development Department, five paragraphs of Water Resources Department, four 

paragraphs of Commercial Tax Department (Registration and Stamps), six paragraphs of Commercial Tax Department 

(VAT) and two paragraphs of Energy Department. 
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Table 1.4: Pending Departmental replies on the paragraphs included in CAG’s Audit Report 

Year of 

Audit 

Report 

Department Departmental 

replies pending as of 

31.03.2024 

Date of 

presentation 

in the State 

Legislature 

Due date for 

receipt of 

Departmental 

Replies 

2013-14  Commercial Tax Department (State 

Excise) 

3 22.07.2015 22.10.2015 

2014-15 Forest Department 1 17.03.2016 16.06.2016 

2015-16 Commercial Tax Department (State 

Excise) 

7 24.03.2017 24.06.2017 

2016-17 Commercial Tax Department 

(Registration and Stamps) 

4 10.01.2019 10.04.2019 

Water Resource Department 3 10.01.2019 10.04.2019 

2017-18 Water Resource Department 2 21.09.2020 21.12.2020 

2018-19 Public Works Department 1 21.12.2021 20.03.2022 

Forest Department 1 15.09.2022 14.12.2022 

Water Resource Department  1 21.12.2021 21.03.2022 

Animal Husbandry and Dairying 

Department  

1 21.12.2021 21.03.2022 

2019-20 Public Works Department 2 15.09.2022 14.12.2022 

Public Works Department 16 08.02.2024 07.05.2024 

Mineral (Mining) Resources 

Department 

3 22.09.2020 21.12.2020 

Commercial Tax Department 

(Registration and Stamps) 

1 15.09.2022 15.12.2022 

2020-21 Commercial Tax Department 3 13.03.2023 13.06.2023 

Mineral (Mining) Resources 

Department  

1 13.03.2023 13.06.2023 

Culture Department 1 13.03.2023 13.06.2023 

Water Resource Department  1 13.03.2023 13.06.2023 

Horticulture and Food Processing 

Department 

1 08.02.2024 07.05.2024 

Farmer Welfare and Agriculture 

Development Department  

1 08.02.2024 07.05.2024 

Public Works Department 1 08.02.2024 07.05.2024 

Forest Department 1 08.02.2024 07.05.2024 

Public Health Engineering 

Department  

1 08.02.2024 07.05.2024 

 
Total 57 

  

 

1.6.4 Response of Government to Recommendations of the Public Accounts 

Committee 

Administrative Departments are required to submit Action Taken Notes (ATNs) on the 

recommendations of Public Accounts Committee (PAC) within six months from the date of 

receipt of such recommendations. As of 31st March 2024, 271 ATNs in respect of 14 

Departments pertaining to the Government of Madhya Pradesh were yet to be received. Details 

are given in Appendix 1.1. 
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CHAPTER IV: AUDIT PARAGRAPHS PERTAINING TO VARIOUS 

DEPARTMENTS 

 

Commercial Tax Department (VAT) 

4.1 Incorrect determination of turnover resulting in short-levy of tax  

In 25 cases, the Assessing Authorities (AAs) incorrectly assessed turnover of ₹ 82.31 crore 

as against the actual turnover of ₹ 91.31 crore, resulting in underassessment of turnover 

amounting to ₹ nine crore with consequent short levy of tax of ₹ 91.63 lakh. 

As per Section 2 of Madhya Pradesh VAT Act 2002, turnover in relation to any period means 

the aggregate of sale price received and receivable by dealer in respect of any sale or supply of 

goods made during that period, excluding the amount of sales return within the prescribed 

period. For determining taxable turnover (TTO), the Section provides for deduction of the sale 

price of tax paid goods and the amount of tax from turnover, if included in the aggregate of 

sale prices. 

Audit test checked (between August 2023 and March 2024) the records such as assessment 

order, audited accounts, purchase lists, etc., in seven circles79, and observed that in 25 cases of 

24 dealers, assessed between June 2018 and September 2022 for the period between 2016-17 

and 2017-18, the Assessing Authorities (AAs) incorrectly assessed turnover of ₹ 82.31 crore 

as against the actual turnover of ₹ 91.31 crore as recorded in books of accounts and other 

relevant records. Thus, turnover aggregating ₹ nine crore was under assessed, resulting in short 

levy of tax amounting to ₹ 91.63 lakh. The details are given in Appendix 4.1. 

The cases were forwarded to the GoMP (January 2025); their reply was awaited  

(February 2025). 

4.2 Non/short levy of tax under Central Sales Tax Act  

In five cases of five dealers, ‘C’ forms in respect of interstate sale of ₹ 8.63 crore were not 

furnished. This resulted in non/short levy of tax of ₹ 53.41 lakh. 

Under Section 8, read with Rule 12 of CST (R&T) Rules, 195780, every registered dealer, who 

in the course of inter-state trade or commerce, sells to a registered dealer, goods of the classes 

specified in his registration certificate of the purchasing dealer shall be liable for concessional 

rate of two per cent of such turnover provided such sales are supported by declaration in form 

‘C’. If he fails to furnish the required declaration, he shall be liable to pay tax at the rate 

applicable to the sale or purchase of such goods inside the appropriate state. 

Audit test checked (between August 2023 and March 2024) the records such as assessment 

order, audited accounts, purchase lists, etc., in the four circle offices81, and observed that in 

 
79  ACCT: Indore-12 and Morena, CTO: Gwalior-4, Indore-15, Itarsi, Rajgarh and Sendhwa 
80  Central Sales Tax (Registration and Turnover Rules) 1957 
81  CTO: Gwalior-4, Indore-8, Itarsi and Sendhwa. 
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five cases of five dealers assessed between June 2018 and October 2021 for the period between  

2016-17 and 2017-18, ‘C’ forms in respect of interstate sale of ₹ 8.63 crore were not furnished. 

However, the AAs while finalising the assessments, either levied the tax at a concessional rate 

or did not levy the tax. This resulted in non/short levy of tax of ₹ 53.41 lakh. The Details are 

given in Appendix 4.2.  

The AAs stated that the cases would be reviewed, and action would be taken after verification. 

Further development is awaited (March 2025). 

The case was forwarded to the GoMP (January 2025); their reply was awaited (March 2025). 

4.3 Non/short levy of Entry Tax 

In 11 cases, Entry Tax amounting to ₹ 34.95 lakh was either not levied or was short levied. 

Under the Madhya Pradesh Sthaniya Kshetra Me Mal ke Pravesh Par Kar Adhiniyam, 1976 

and rules and notification issued thereunder, Entry Tax (ET) is leviable at the specified rates 

on the goods entering into local area for consumption, use or sale therein. 

Audit test checked (between August 2023 and March 2024) the records such as assessment 

order, audited accounts, purchase lists, etc., in six circles82 and observed that in 11 cases of 11 

dealers assessed between May 2018 and August 2023 for the period between 2015-16 to  

2017-18, ET on goods like iron & steel, machinery, oilseed, etc., was either not levied or was 

levied at a lesser amount than what was prescribed on their entry into the local area. This 

resulted in non/short levy of ET of ₹ 34.95 lakh. The Details are given in Appendix 4.3. 

The AAs stated that the cases would be reviewed, and action would be taken after verification. 

Further development is awaited (March 2025). 

The case was forwarded to the GoMP (January 2025); their reply was awaited (March 2025). 

4.4 Short levy of tax due to application of incorrect rate 

In six cases, the AAs levied tax at incorrect rates on a total turnover of ₹ 3.42 crore, 

resulting in short levy of tax of ₹ 30.97 lakh. 

Section 9 of MP VAT Act stipulates that there shall be levied on goods specified in Schedule 

II, a tax at the rate mentioned in front of corresponding entry and such tax shall be levied on 

the taxable turnover of a dealer liable to pay tax under this Act. 

Audit test checked (between August 2023 and March 2024) the records, such as assessment 

order, audited accounts, purchase lists, etc., between August 2023 and March 2024 in the five 

circles offices83 and observed that in six cases of six dealers assessed between September 2019 

and July 2022 for the period between 2016-17 and 2017-18, the AAs levied tax at incorrect 

rates on a total turnover of ₹ 3.42 crore. This resulted in short levy of tax of ₹ 30.97 lakh. The 

Details are mentioned in Appendix 4.4. 

 
82  ACCT: Indore-12 and Morena, CTO: Gwalior-4, Indore-8, Itarsi, and Rajgarh. 
83  ACCT: Gwalior-4, Indore-8, Indore-15 CTO: Ramgarh and Sendhwa. 
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The AAs stated that the cases would be reviewed, and action would be taken after verification. 

Further development is awaited (March 2025). The cases were forwarded to the GoMP 

(January 2025); their reply was awaited (February 2025). 

4.5 Allowance of Inadmissible Input Tax Rebate (ITR)  

In 14 cases, the Assessing Authority allowed inadmissible ITR of ₹ 26.43 lakh, resulting 

in under-assessment of tax to that extent. 

According to Section 14 of MP VAT Act 2002, where a registered dealer purchased any goods 

specified in Schedule II of the Act, other than those specified in Part III of the said schedule, 

from another registered dealer after payment of input tax, he shall be allowed input tax rebate 

(ITR) of the amount of such input tax. 

Audit test checked (between August 2023 and March 2024) the records such as assessment 

order, audited accounts, purchase lists, etc., in four circles84 and observed that in 14 cases of 

14 dealers assessed between February 2018 and January 2022 for the period between 2015-16 

and 2017-18, the Assessing Authority allowed inadmissible ITR of ₹ 26.43 lakh as shown in 

Appendix 4.5. This resulted in under-assessment of tax to that extent. 

The AAs stated that the cases would be reviewed, and action would be taken after verification. 

Further development is awaited (March 2025). 

The cases were forwarded to the GoMP (January 2025); their reply was awaited  

(February 2025). 

4.6 Incorrect deduction of work executed by Contractor 

Allowing of deduction of tax on the quantum of work executed by sub-contractors 

resulted in non-levy of tax of ₹ 13.47 lakh. 

According to Section 7(1)(a) of MP VAT Act, where a dealer who carries on the business of 

supplying goods in the course of execution of works contract through another such dealer, and 

the sub-contractor executes such works contracts, then the contractor and sub-contractor shall 

be jointly and severally liable to pay tax in respect of transfer of property involved in execution 

of work contracts. Further, as per Section 7(1)(b), if the contractor proves in the prescribed 

manner to the satisfaction of the Commissioner that the tax has been paid by the sub-contractor, 

the contractor shall not be liable to pay tax again on the turnover of such goods. As per Rule 7 

of Madhya Pradesh VAT Rule 2006, a claim made by contractor under clause (b) of sub-section 

(1) of Section 7 shall be supported by declaration in Form-3 to be issued by the sub-contractor.  

Audit test checked (March 2024) the records such as assessment order, audited accounts,  

Form-3, etc., in CTO, Circle Rajgarh and observed that in two cases of two dealers assessed 

between June 2019 and June 2021 for the period between 2016-17 and 2017-18, the AA 

allowed incorrect deduction of turnover of work amounting to ₹ 2.69 crore (executed by the 

sub-contractor(s)), on the strength of erroneous declarations in Form-3. This resulted in non-

levy of tax of ₹ 13.47 lakh. The details are mentioned in Appendix 4.6.  

 
84  CTOS: Gwalior-4, Itarsi, Rajgarh and Sendhwa. 
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The AAs stated that the cases would be reviewed, and action would be taken after verification. 

Further development is awaited (March 2025). 

The cases were forwarded to the GoMP (January 2025); their reply was awaited  

(February 2025). 

Commercial Tax Department (Registration and Stamps) 

4.7 Determination of incorrect market value 

10 Sub Registrars in 29 cases erred in determining correct valuation of property, thus 

leading to short levy of Registration Fee and Stamp Duty amounting to ₹ 8.60 crore 

According to Section 27 of the Indian Stamp Act, 1899, the facts affecting the chargeability of 

an instrument, such as the consideration, if any, the market value of the property and all other 

facts and circumstances which affect the chargeability of duty on any instrument or the extent 

to which the duty is payable, the amount chargeable on that instrument shall be fully and 

accurately set forth in the instrument. As per Section 35, instrument chargeable with duty shall 

not be registered unless such document is duly stamped, provided that, any such instrument 

shall be registered on payment of duty with which the same is chargeable, or in the case of an 

instrument insufficiently stamped, of the amount required to make up such duty together with 

a penalty of two per cent of the deficient portion of Stamp Duty for every month or part thereof, 

from the date of execution of the instruments, but in no case the amount of penalty so calculated 

shall exceed the principal amount of deficit Stamp Duty to be recovered. 

Further, as per the provisions of Section 48 of the Act, all duties, penalties and other sums 

required to be paid, may be recovered by the Collector by distress and the sale of the movable 

property of the person from whom the same are due, or by any other process for the time being 

in force for the recovery of arrears of land revenue.  

In Madhya Pradesh, the market value of a property is calculated through SAMPADA 

software85 using the circle rate/guidance value, which is determined by the Government and 

varies, based on location, infrastructure and property type. 

Test check (between July 2023 and February 2024) of records86 of 10 Sub Registrar offices 

revealed that 29 instruments were registered between April 2017 and March 2023 with 

registered value of ₹ 98.44 crore, on which Stamp Duty and Registration Fees were accordingly 

levied. Cross-verification of the property details as per the recitals of the registered document 

indicated the market value as per guidelines was ₹ 168.85 crore. Thus, the applicants using 

false declarations, undervalued their property resulting in short payment of Stamp Duty ₹ 6.59 

crore and Registration Fees ₹ 2.14 crore. The Sub Registrars, however, did not verify the 

property particulars reflected in the property documents submitted by the applicants, and refer 

these cases to the Collector of Stamps for determination of correct value of properties and duty 

leviable thereon.  

 
85  SAMPADA is a digital platform launched by GoMP for streamlining of property registration. 
86  Registration documents and market value guidelines issued by the respective District Collectors. 
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Lapse on the part of Sub Registrars resulted in a short levy of ₹ 8.73 crore. The details are given 

in enclosed Appendix 4.7. 

On this being pointed out (between September 2023 and July 2024), the IGR, Madhya Pradesh 

stated (August 2024 and September 2024) that in respect of 24 cases under SRs, Mhow, Katni, 

Burhanpur, Sanver, Neemuch, Govindpura, Gwalior-1 and Gwalior-2 were under 

consideration, while in another three cases under SRs, Indore-1, Vidisha and Govindpura,  

₹ 12.53 lakh had been recovered (against objected amount of ₹ 49.01 lakh) and in the remaining 

two cases of SR Vidisha, action has been taken and recovery was under process.  

The replies did not address lapse of the SRs/Department to detect/report incorrect market value, 

reflecting weak internal controls and monitoring.  

4.8 Short realisation of Stamp Duty, Registration Fee and Panchayat Fee due 

to irregular reductions/exemptions 

Irregular reduction of Stamp Duty and Panchayat Fee and incorrect exemptions on 

Stamp Duty and Registration Fee resulted in short realisation of government revenue 

amounting to ₹ 1.23 crore. 

4.8.1 Irregular reduction of Stamp Duty and Panchayat Fee  

As per Article 7 (a) of Schedule 1 ‘A’ of the Indian Stamp Act 1899, read with Section 75 of 

the Madhya Pradesh Panchayat Raj Adhiniyam, 1993 an agreement relating to the deposit of 

title deed or any instrument evidencing an agreement or evidencing a title to any property, 

where such deposit is for money lent or to be given or as security for the repayment of a present 

or future debt, a fee of 0.5 per cent (0.25 per cent Stamp Duty + 0.25 per cent Panchayat Fee) 

of the amount secured by such deed is payable, subject to a maximum of ₹ 10 lakh (Stamp Duty  

₹ five lakh + Panchayat Fee ₹ five lakh).  

Further, according to the notification of Commercial Tax Department, dated January 2, 2015, 

in the case of micro and small industries and for residential purposes, where the amount of the 

secured loan is up to ₹ 10 crore, 0.25 per cent (0.125 per cent Stamp Duty + 0.125 per cent 

Panchayat Fee) is payable as Stamp Duty. 

During the test check of the registered documents in the six Sub Registrar Offices87 (December 

2023 to March 2024), It was noticed that in case of 36 documents, either the secured loan 

amount was more than ₹ 10 crore, or the property did not fall under the definition of micro and 

small industries. However, the benefit applicable under the ibid notification dated January 2015 

was irregularly applied to these cases and Stamp Duty amounting to ₹ 1.04 crore was levied at 

0.25 per cent instead of ₹ 2.02 crore at 0.5 per cent. This resulted in the short realisation of 

Stamp Duty of ₹ 97.63 lakh. The details are given in enclosed Appendix 4.8. 

The cases were reported to the Government (September 2024 and October 2024). The reply of 

the Government was awaited (March 2025). 

 
87  Bhopal-3, Dewas, Gwalior-2, Jabalpur-1, Jabalpur-2 and Ujjain. 
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4.8.2 Short levy of Stamp Duty due to Irregular Exemption  

As per GoMP Gazette Notification dated 02 January 2015, Stamp Duty was exempted on 

instruments of sale executed by institutions, government agencies or private sector by which 

land/premises are transferred in favour of a new unit/expanded unit/modernized unit of an 

Information Technology/BPO company in the Information Technology Investment Zone. 

Further, the Madhya Pradesh Government, Information Technology Department notified a total 

of 212 acres of land of village Badwai, District Bhopal as Information Technology Investment 

Zone vide Gazette Notification dated 14 May 2013. 

According to Article 25 of Schedule 1A of the Indian Stamp Act 1899 amended vide Gazette 

Notification dated 02 January 2015, five per cent of the market value of the property which is 

the subject matter of conveyance, or the amount of consideration set forth therein, whichever is 

higher and in case the consideration exceeds the market value calculated as per the guidelines, 

one per cent Stamp Duty is chargeable on such excess portion on the transfer deed of property 

(Applicable from dated 01 July 2019). 

During test check of registered documents of the Office of Sub Registrar, Govindpura,  

Bhopal-3, it was found that on the basis of a deed number88 dated 06 January 2021, a vendor 

sold a single storey house located in a residential area89 (Kasturba Nagar, Bhopal) to the buyer  

M/s SFA Technologies Pvt. Ltd. The registered market value of the property was ₹ 1.01 crore 

and the sale consideration was ₹ 2.50 crore, on which the Stamp Duty and ancillary fees 

accordingly payable was ₹ 17.23 lakh90. 

Scrutiny of the deed revealed that an exemption on the entire Stamp Duty was granted in this 

case, treating the property as exempted under the above notification dated January 2015.  

Cross-verification of the deed details indicated that the property was a residential house situated 

in a residential colony and not in the Information Technology Investment Area (Village 

Badwai) and as such, was ineligible for Stamp Duty exemption under the January 2015 

notification. Irregular application of the exemption criteria to an ineligible sale deed thereby 

resulted in underassessment of Stamp Duty amounting to ₹ 17.23 lakh. 

The case was reported to the Government (September 2024); their reply was awaited  

(February 2025). 

 
88  MP059712021A1016853 
89  Kasturba Nagar, Bhopal which is approximately 18 Kms away from notified IT investment area. 
90  

1 Stamp Duty on market value 1,01,91,318 x 5 per cent 5,09,565.90 

2 Stamp Duty on difference of actual consideration 

and market value 

2,50,00,000 - 1,01,91,318 = 1,48,08,682 x 

1 per cent 

1,48,086.82 

3 Total Stamp Duty payable (1 + 2)  6,57,652.72 

4 Stamp Duty rounded off  6,57,653.00 

5 Municipality Duty 3 per cent of consideration 2,50,00,000 x 3 per cent 7,50,000.00 

6 Janpad Duty 1 per cent of consideration 2,50,00,000 x 1 per cent 2,50,000.00 

7 Upkar 10 per cent of Stamp Duty 6,57,652.72 x 10 per cent 65,766.00 

                                                                              Total exemption (4 + 5 + 6 + 7) 17,23,419.00 
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4.8.3 Short levy of Stamp Duty and Registration Fees due to irregular exemption 

As per proviso (d) of Article 25 of Schedule 1A of the Indian Stamp Act 1899, read with Note 

1 below Article 1 of Registration Fee table, where a power of attorney authorizing an agent to 

sell immovable property is stamped with a fee as per the value required for a conveyance deed 

and where a bill of sale is executed between the executor of such power of attorney and the 

person in whose favour it is executed, the Stamp Duty on such bill of sale shall, subject to a 

minimum of ₹ 1,000 be reduced by the amount already paid. Stamp Duty and Registration Fees 

will be payable under this article.  

During the test check (October 2023) of the registered document of the office of Sub Registrar, 

Vidisha, it was noticed that through the power of attorney deed number MP452732023A41364441, 

dated 16 January 2023, a landowner gave the right of sale of his irrigated agricultural land situated 

at Ward 33, Mirzapur area of 1.884 hectares to an agent for consideration. The agent subsequently 

sold the land through deed number MP452732023A11667711, dated 29 March 2023, for a 

consideration amount of ₹ 1.38 crore which was higher than the assessed market value of the 

property at ₹ 1.36 crore. 

In this case, Stamp Duty ₹ 13.02 lakh and Registration Fee ₹ 1.38 lakh was payable as per rule.  

But the department irregularly reduced the applicable fees to ₹ 6.37 lakh by allowing exemption 

of ₹ 8.03 lakh91 being the Stamp Duty (₹ 6.90 lakh) and Registration Fees (₹ 1.13 lakh) 

previously paid for registration of power of attorney deed dated 29 March 2023. 

As per provision (d), the exemption was to be allowable only on execution/registration of the 

sale deed by the landowner in favour of the power of attorney holder and not while execution 

of deed with any third party.  

The case was reported to the Government (September 2024); their reply was awaited  

(February 2025). 

 

 
91 

S. 

N. 

Details Calculation Leviable Levied Short 

levied 

1 Stamp Duty on market value 1,35,71,448 x 5 per cent 6,78,572.40 6,11,945.00 6,90,000.00 

2 Stamp Duty on difference of actual 

consideration and market value 

  1,38,00,000 - 1,35,71,448 

= 2,28,552 x 1 per cent 

2,285.52 

3 Consent   1,000.00 

4 Total Stamp Duty payable (1 + 2)  6,81,858.92 

5 Stamp Duty  6,81,859.00 

6 Municipality Duty 3 per cent of 

consideration 

1,38,00,000 x 3 per cent 4,14,000.00 

7 Janpad duty 1 per cent of 

consideration 

1,38,00,000 x 1 per cent 1,38,000.00 

8 Upkar 10 per cent of Stamp Duty 6,80,859 x 10 per cent 68,086.00 

9 Total Stamp Duty (5 + 6 + 7 + 8)  13,01,945.00 

10 Registration Fee  1,38,000.00 25,480.00 1,12,520.00 
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4.9 Short Levy of Stamp Duty and Registration Fees due to misclassification of 

instruments 

Three Sub Registrars, in four cases, applied incorrect rates of Stamp Duty on gift deeds, 

resulting in short collection of revenue amounting to ₹ 74.08 lakh. 

According to Article 25 of Schedule 1A of the Indian Stamp Act 1899, five per cent of the 

property calculated as per the market value guidelines or matter of conveyance (as per sale 

deed), whichever is higher and in case the consideration exceeds the market value calculated 

as per the guidelines, one per cent Stamp Duty is chargeable on such excess portion on the 

transfer deed of property (Applicable from dated 01 July 2019).  

According to Article 36 of Schedule 1-A of the Indian Stamp Act, 1899, on the instrument of 

gift:  

i. When made to a member of the family, one-half of the duty (2.5 per cent of market 

value of the property involved) as a conveyance (Article No. 25) on the market value 

of the property, which is the subject matter of the gift; is chargeable. 

ii. In all other cases, the same duty as a conveyance (Article No. 25) on the market value 

of the property, which is the subject matter of the gift; is chargeable. 

iii. As per the Explanation for Article 36 of the Schedule 1 A of the Indian Stamp Act 

1899, Family shall mean mother, father, wife, husband, son, daughter, brother, sister, 

daughter-in-law, granddaughter, and grandson. 

Apart from this, as per Article 1 (i) (c) of the Registration Fee Table as amended on  

01 July 2019, in case of gift of immovable property in favour of other than the family members, 

three per cent of the market value is chargeable as Registration Fees. 

4.9.1 Incorrect application of rate of Stamp Duty and Registration Fees resulting in 

short levy of ₹ 54.08 lakh 

During test-check (November 2023) of the registered documents of the office of Sub Registrar, 

Ujjain, it was noticed that a gift instrument titled Deed No. MP432022023A11431465 dated 

02 February 2023 was registered, in which an institute gifted a property to another organization. 

The department imposed 2.5 per cent Stamp Duty, treating both the Donor and the Donee as 

members of a family. Since the property was gifted to an organisation which did not fall under 

the definition of family, Stamp Duty at the rate of five per cent was leviable. Irregular action 

of the SR thereby resulted in under assessment and short levy of Stamp Duty amounting to  

₹ 54.08 lakh. 

The case was reported to the Government (October 2024). The reply of the Government was 

still awaited (February 2025). 
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4.9.2 Incorrect application of rate of Stamp Duty resulting in short levy of ₹ 1.40 lakh 

During test check (October 2023) of the registered documents of the Office of Sub Registrar, 

Vidisha, it was noticed that a gift instrument titled Deed No. MP452732022A1432190, dated 

26 April 2022 was registered, in which the Donor gifted a property to a Donee, who received 

the property as a “Karta “of the Hindu Undivided Family (HUF). The department imposed  

2.5 per cent Stamp Duty, treating both the Donor and Donee as real brothers, however, the 

property was gifted to a “Karta” of HUF, and this relation did not come under the definition of 

family. Hence, Stamp Duty at the rate of five per cent was leviable, accordingly deficit Stamp 

Duty of ₹ 1.40 lakh is recoverable as detailed in Appendix 4.9. 

DIGR Bhopal in its reply dated 18 June 2024 stated that the case has been registered, and notice 

has been issued to the parties for recovery.  No recovery was reported so far (February 2025). 

4.9.3 Short levy of Stamp Duty ₹ 8.07 lakh on gift deed 

According to Article 36 of Schedule 1-A of the Indian Stamp Act, 1899, when the instrument 

of Gift is made to a member of a family, half of the duty payable on the property which is the 

subject matter of the Gift; Market value is charged on transfer deed. According to the 

explanation, for the purpose of this article, the term family shall mean mother, father, wife, 

husband, son, daughter, brother, sister, daughter-in-law, granddaughter, and grandson.  

Further, as per circular dated 05 November 2008 of the Inspector General, Registration and  

Superintendent of Stamps, Madhya Pradesh, “For an instrument to be a release deed, it is 

necessary that the alienator and the alienee should be co-owners of the property being 

relinquished, in case of not being co-owners then such Deeds of transfer or Gift, as the case 

may be, should be validated and Stamp Duty should be imposed". Abandonment of property 

between co-owners will be a release only if the property being relinquished by the co-owner is 

released in favour of all the remaining co-owners and not in favour of some of the co-owners.”  

During the test check of registered documents of the Office of Sub Registrar, Govindpura, 

Bhopal-3, it was noticed that Deed number MP059712022A1469631, dated 05 May 2022, 

alienator Shashi Agarwal and alienee Shri Vijay Kumar Agarwal relinquished her part in a 

house property of 334.40 square meters and a part of another house property of 20.45 square 

meters in another property, totalling 354.85 square meters. In fact, it was 1/5 share of undivided 

joint property, and its registered market value was ₹ 1,99,19,404. Accordingly, Stamp Duty  

₹ 99,598 and Registration Fees ₹ 1,59,357 were levied classifying this transaction as release of 

his share in favour of another owner.  

Further, on page number 9 of the deed, apart from the relinquishee and the relinquisher, four 

other co-owners were also mentioned in the said property. In this case, the deed was not 

relinquished in favour of all the co-owners but instead in favour of only one person. As such, 

this deed falls under the category of gift within the family (between sister and brother) as per 

the above-mentioned circular of the Inspector General. Misclassification of transfer thereby 

resulted in short realisation of Stamp Duty of ₹ 8.07 lakh. The details are given in Table 4.1 

below: 
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Table 4.1: Details of short levy of Stamp Duty 

Item Leviable Levied Difference 

Stamp Duty 2.5% 99,598 99,598 0 

Municipal Duty 3% 5,97,582 0 5,97,582 

Panchayat Duty 1% 1,99,194 0 1,99,194 

Cess 10% of payable Stamp Duty 9,960 0 9,960 

Total Stamp Duty 9,06,334 99,598 8,06,736 

Registration Fees 0.8% 1,59,357 1,59,357 0 

Total short realisation of SD 10,65,691 2,58,955 8,06,736 

The case was reported to the Government (October 2024). The Reply of the Government is still 

awaited (February 2025). 

4.9.4 Short levy of Stamp Duty ₹ 10.53 lakh on sale agreement 

According to Paragraph 6 (e) (i) of Schedule 1-A of the Indian Stamp Act 1899, if relating to 

sale of immovable property, when possession of the property is delivered or is agreed to be 

delivered without executing the conveyance, the same duty as conveyance (No. 25) on the 

market value of the property is leviable, i.e., five per cent was leviable. Whereas paragraph  

6 (e) (ii) of Schedule 1-A provides, when possession of the property is not given, one thousand 

rupees is leviable.   

During the test check of registered documents of the Office of the Sub Registrar, Gwalior-2, it 

was noticed that the deed number MP142592022A1126786, dated 07 February 2022, a sale 

agreement was executed between landowner and the purchaser for a landed property of  

2.634 hectares at village Kheria Kesar. The contract price was ₹ 6.25 crore, and the registered 

market value of the land was ₹ 2.11 crore, according to the deed. In case the payment is not 

made within the stipulated time period, the contract will be deemed automatically cancelled 

and the landowner will have full right to take back the possession. It proves that the possession 

was given to the purchaser at the time of the agreement.  

The deed is equivalent to the agreement with possession of property and five per cent Stamp 

Duty on the registered market value of ₹ 2,10,72,000 amounting to ₹ 10,53,600 was leviable, 

but the department treated this deed as a sale deed with non-possession of property and only  

₹ 1,000 levied by the sub-Registrar. This resulted in the short realisation of the Stamp Duty of 

₹ 10.53 lakh.  

Misclassification of instruments by the department resulted in short levy of Stamp Duty 

amounting to ₹ 74.08 lakh.  

The case was reported to the Government (October 2024). The reply of the Government was 

awaited (February 2025). 
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4.10 Short levy of Stamp Duty on development agreements 

Two Sub Registrars, in two cases, short levied Stamp Duty of ₹ 23.81 lakh 

4.10.1 Short levy of Stamp Duty ₹ 15.59 lakh  

According to Article 6 (d) (i) of Schedule 1-A of the Indian Stamp Act, 1899, five per cent 

duty on the market value of developer’s portion of the entire land proposed to be developed 

which is proportionate to the developed property to be held/sold by the developer is leviable.  

Further, according to Article 6 (d) (ii), for the cases not covered in above clause (i),  

0.25 per cent of the market value of the entire land proposed to be developed or redeveloped, 

subject to a minimum of ₹ 1,000, is leviable. 

The test check of registered documents of Sub Registrar, Gwalior-2 (February 2024), revealed 

that land development deed number MP142592022A1359347 dated 31 March 2022, for 

development cum construction was executed between a landowner and a developer for 

construction of a property on 6,900 square meters of land. As per deed, the landowner will take 

five per cent and the developer will keep 95 per cent of the constructed property. Accordingly, 

as per the ibid Article, five per cent Stamp Duty was leviable on 95 per cent of the developer’s 

share, however, the department misclassified the document and levied 0.25 per cent Stamp 

Duty92 of registered market value under Article 6 (d) (ii). The details are given in Table 4.2 

below:  

Table 4.2: Details of short levy of Stamp Duty 

S. N. Market value 

as per the 

guideline 

Registered 

Market value 

Leviable SD 

(5%) and RF 

(0.8%) 

Levied SD 

(0.25%) and 

RF (0.8%) 

Short levy of SD 

1 3,31,00,000 3,43,60,000 16,55,000 85,900 15,69,100 

2   2,64,800 2,74,880 -10,080 

Total 19,19,800 3,60,780 15,59,020 

This resulted in a short levy of ₹ 15.59 lakh on account of Stamp Duty. 

The case was reported to the Government (October 2024). The reply of the Government was 

awaited (March 2025). 

4.10.2 Short levy of Stamp Duty ₹ 8.22 lakh  

During test check of registered documents of Sub Registrar, Vidisha (October 2023), it was 

noticed that land development deed number MP452732019A1569053 dated 07 August 2019 

was registered, in which a landowner and a developer entered into an agreement. The location 

of the property was at Vidisha, and the construction contract was for the development of a plot 

 
92  The valuation of the property done by department as per guideline of year 2021-22 Page no. 373 and Serial no.  

3158 = ₹ 3,43,60,000. 

  But according to the provision of article mentioned above, the market value of only part of developer portion is as under: 

  Developer's share = 95 per cent of 6,900 square meters = 6,555 square meters = 0.6555 ha.  

  For irrigated land rate will be ₹ 16,000 per sqm or 3,60,00,000 per ha. As per guideline calculation will be as follows: 

(a)   For first 1,000 Sqm: 

                     400 sqm x ₹ 16,000 per sqm    = ₹ 64,00,000  

                     300 sqm x ₹ 16,000 per sqm x 80%    = ₹ 38,40,000 

                     300 sqm x ₹ 16,000 per sqm x 60%    = ₹ 28,80,000 

                (b)   For remaining 0.555 ha per sqm x ₹ 3,60,00,000    = ₹ 1,99,80,000 

                     Grand total (a + b)     = ₹ 3,31,00,000  
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of total 4,897 square meters. As per contract, the landowner will get 32 per cent of the sale 

consideration of the constructed property and the developer will get 68 per cent. As per Article 

6 (d) (i), five per cent Stamp Duty was leviable on 68 per cent of the developer’s share, 

however, the Department misclassified the document in Article 6 (d) (ii) and levied  

0.25 per cent Stamp Duty93 of registered market value. The details are given in Table 4.3 

below:  

Table 4.3: Details of short levy of Stamp Duty 

S. N. Market value 

as per the guideline 

Registered 

Market value 

Leviable SD and 

RF 

Levied SD and 

RF 

Short levy of 

SD 

1 1,93,13,768 2,84,02,600 9,65,689 71,007 8,94,682 

2   1,54,510 2,27,221 -72,711 

Total 11,20,199 2,98,228 8,21,971 

The resulted in short levy of ₹ 8.22 lakh on account of Stamp Duty.  

The case was reported to the Government (October 2024). The reply of the Government was 

awaited (March 2025). 

Water Resources Department 

4.11 Excess payment due to adoption of incorrect base index 

Adoption of base index of wrong month for calculation of price adjustment resulting in 

excess payment of ₹ 16.40 crore. 

4.11.1 Excess payment of ₹ 8.95 crore in Singrauli Division 

As per a decision taken (May 2022) by the Council of Ministers, GoMP, base rate would be 

the prevailing rate in Wholesale Price Index (WPI) for different items of construction materials, 

Consumer Price Index (CPI) for Industrial workers and the rates of IOCL for POL and Bitumen 

on the date of issuance of Schedule of rates (with up-to-date amendment). This replaced the 

existing provision of taking the base index for 28 days prior to the date of submission of the 

Bid. The Government of Madhya Pradesh, Public Works Department (PWD) accordingly 

issued an order on 6 May 2022, in compliance with the above decision, for inviting tenders 

related to construction work. This was further reiterated by Engineer-in-Chief (E-in-C), Water 

Resources Department, Bhopal vide order dated 26 May 2022. 

Audit observed that Technical Sanction of ₹ 672.25 crore for construction of Rihand Micro 

Irrigation project, based on the rate given in Unified Schedule of Rates of M.P.W.R.D. in force 

from 1 September 2017 (USR 2017)94 was accorded by Chief Engineer, Ganga Basin, Rewa 

on 27 May 2022. The NIT for Construction of Rihand Micro irrigation project on turnkey basis 

was issued on 18 July 2022, and the value of work put to tender was ₹ 640.06 crore. The 

 
93  The valuation of the property done by department as per guideline of year 2019-20, page no 360 serial no. 2,581 as 

follows: 

 4,897 square meters x ₹ 5,800 per sqm = ₹ 2,84,02,600. 

 But according to the provision of article mentioned above, the market value of only part of developer portion is as under: 

 Developer's share = 68 per cent of ₹ 4,897 per sqm = ₹ 3,329.96 per sqm. 

 The valuation 3,329.96 sqm x ₹ 5,800 per sqm = ₹ 1,93,13,768. 
94  The latest amendment was made on 30 May 2022 (amendment number 16). 
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agreement to commence the work was made on 2 March 2023. The stipulated period of 

completion was 36 months, including rainy season. The up-to-date value of work done as of 

12th RA bill was ₹ 67.51 crore (December 2023).  

As per Clause 113 of the Agreement, the Contract price shall be adjusted for increase or 

decrease in rates and price of Labour, Cement, Steel, POL, HDPE, Plant & Machinery, Spares 

and Other Material and Price adjustment shall be payable based on formula given in Clause 

113.4 of the Agreement. The base rate mentioned in the agreement for calculating the Price 

adjustment was based on the index for the month of March 2021. Accordingly, the Department 

calculated Price adjustment for the work done during March 2023 to December 2023 and 

Payment of ₹ 5.17 crore (including GST of ₹ 0.79 crore) was made for Price adjustment for all 

the components.  

During the scrutiny (February 2024) of records of the office of the Executive Engineer, Water 

Resources Division No. 2, Singrauli, it was observed that the Department adopted the wrong 

base rate month for calculating price adjustment. The last amendment to USR 2017 

(Amendment No. 16), was issued on 30 May 2022, much before the date of issue of NIT and 

hence the base rate should have been calculated as per the index of May 2022 (as per the 

Government order dated 6 May 2022). The Department, however, irregularly adopted the base 

rate of March 2021 in the Agreement. Calculated at the base rate for the month of May 2022 

for all components (except POL), the price adjustment works out to (-) ₹ 3.78 crore, against 

which, the Department made payment of ₹ 5.17 crore. This resulted in excess payment of  

₹ 8.95 crore as detailed in the Appendix 4.10.  

The Government stated in its reply (November 2024) that adoption of March 2021 as base date 

for calculation of price adjustment is in line with order issued by E-in-C WRD Bhopal vide its 

memo no/374/271/E-Tendering/E-in-C/2018-19/920, Bhopal dated 26 May 2022. Hence, there 

is no irregularity at all. 

Reply is factually incorrect as the GoMP, order dated 6 May 2022 itself provided that base date 

would be index for various manufacturing materials on the date of issuance of the Schedule of 

rates (with up-to-date amendment). The last amendment before issuance of NIT was in  

May 2022, and technical sanction was also provided with rates of USR 2017 with amendment 

made in 2021-22. So, the indices for the month of May 2022, being the base date, should have 

been provisioned in the agreement, which was not done.  

4.11.2 Excess payment of ₹ 4.09 crore in Ujjain Division 

During the scrutiny of records of the work of construction of Samakota Barrage, it was noticed 

that technical sanction of ₹ 153.72 crore for the work, based on the rates given in Unified 

Schedule of Rates of M.P.W.R.D. in force from 1 September 2017 (USR 2017) with 

amendments made in March 2021 and February 2022 was accorded by Chief Engineer, WRD, 

Ujjain (April 2022). NIT for the construction of the Barrage on turnkey basis was floated on  

9 May 2022, while a corrigendum was issued on 31 August 2022 mentioning Bid submission 

date (on 2 September 2022) and Bid opening date (on 5 September 2022) respectively. 

Agreement to commence the work was executed on 11 January 2023 for a total value of work 

put to tender of ₹ 153.72 crore. The stipulated period of completion was 24 months, including 
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rainy season. The eighth Running Bill for total value of work done (November 2023) of  

₹ 82.90 crore was paid to the contractor, which includes ₹ 3.97 crore paid as GST and  

₹ 4.79 crore paid for price adjustment.  

Clause 31 of the agreement stipulated that the amount of price adjustment shall be paid monthly 

on the basis of the index for increase or decrease in the rate of Labour, Cement, Steel, HDPE 

and other material. Price adjustment shall be payable on the basis of formula laid down in the 

conditions of contract. The base rate mentioned in the agreement for calculating the price 

escalation was as per the indices for the month of March 2021.  

Since amendment No. 15, issued on 28 February 2022, was the last amendment to USR 2017 

before issue of NIT, February 2022 should have been taken as base month for the purpose of 

calculating price adjustment. The Department, however, irregularly adopted the base rate of 

March 2021 for calculating price adjustment. Adoption of incorrect base price month resulted 

in excess payment of ₹ 4.09 crore as detailed in the Table 4.4: 

Table 4.4: Excess payment of price adjustment   

(Amount in ₹) 

S. N. Item Payment to be made 

taking the base index of 

February 2022 

Payment made taking the 

base index date of  

March 2021 

Difference 

1 Steel -1,04,94,521.37 91,64,692.00 1,96,59,213.37 

2 HDPE -29,68,147.62 18,30,151.00 47,98,298.62 

3 Other material 22,57,264.01 1,41,08,616.00 1,18,51,351.99 

4 Cement 11,87,845.27 27,94,299.00 16,06,453.73 

5 Labour 36,09,943.81 55,04,943.82 18,95,000.01 

6 Plant & machinery 37,76,895.06 48,63,297.00 10,86,401.94 

Total -26,30,720.84  3,82,65,998.82 4,08,96,719.66 

On being pointed out, the Government stated (September 2024) that the 11th amendment issued 

in March 2021 was related to pressurised pipe distribution network, hence, the month of its 

enforcement has been taken for calculation of price adjustment. Therefore, there is no 

irregularity at all. 

Reply is not acceptable as the GoMP order dated 6 May 2022 clearly states that the month of 

last amendment in the USR (prior to issue of NIT) will be considered for the calculation of 

price adjustment (for all types of works). Hence, the base month for calculation of price 

adjustment should have been the month of February 2022 (being the last USR amendment 

before bid opening date) and not March 2021. 

4.11.3 Excess payment of ₹ 3.36 crore in Shahdol Division 

Notice Inviting Tender (NIT) was floated (May 2022) and tenders were invited for the work of 

construction of Bhanni Micro Irrigation System. The total value of work put to tender was  

₹ 327.70 crore, which was as per estimated cost derived on the basis of USR 2017  

(14th amendment upto March 2021). The Bid was opened on 21 July 2022 and the work was 

awarded to a contractor at a contract amount of ₹ 327.51 crore by the Water Resources Division 



Chapter IV: Audit Paragraphs Pertaining to Various Departments  

73 

No. 2 Shahdol. The last amendment to the applicable USR 2017 was issued before issue of NIT 

on 28 February 2022 (Amendment No. 15).  

Clause 31.1 of the agreement stipulates that the amount of price adjustment shall be paid 

monthly on the basis of applicable index for increase or decrease in the rate of Labour, Cement, 

Steel, POL, HDPE, Plant and Machinery, Spares and Other Material. Price adjustment was to 

be payable on the basis of formula and procedure laid down in the conditions of contract. The 

base rate mentioned in the agreement for calculating the price escalation was as per the indices 

for the month of March 2021. 

Since, the amendment issued on 28 February 2022 was the last amendment to USR 2017 before 

issue of NIT, the base rate of February 2022 should have been taken as base month for the 

purpose of calculating price adjustment as per GoMP’s orders dated 6 May 2022. The 

Department, however, irregularly adopted the base rate of March 2021 for calculating price 

adjustment. Calculated at the base rate for the month of February 2022 for all components 

(except POL), the price adjustment worked out to (-) ₹ 0.22 crore, against which, the 

Department made payment of ₹ 3.14 crore. Adoption of incorrect base price month thereby 

resulted in excess payment of ₹ 3.36 crore as detailed in Table 4.5: 

Table 4.5: Excess payment to contractor on account of price adjustment   

(Amount in ₹) 

S. N. Item Payment to be 

made taking 

base index of 

February 2022 

Payment made 
taking base index 

of March 2021 

Total amount 

recoverable/Excess Payment 

1 Steel - 74,32,007 1,65,13,838 2,39,45,845 

2 HDPE -2,70,195 25,02,456 27,72,651 

3 Other material 12,19,407 50,13,288 37,93,881 

4 Cement 28,050 87,281 59,231 

5 Plant and 

machinery 

27,99,782 39,04,586 11,04,804 

6 Labour 14,61,623 33,74,619 19,12,996 

Total -21,93,340 3,13,96,068 3,35,89,408 

On this being pointed out (June 2024), the Government stated (November 2024) that the 11th 

amendment issued in March 2021 was related to pressurized pipe distribution network, hence, 

month of its enforcement has been taken for calculation of price adjustment. Therefore, there 

is no irregular payment. 

Reply is not acceptable as the GoMP order dated 6 May 2022 clearly states that the month of 

last amendment in the USR (prior to issue of NIT) will be considered for the calculation of 

price adjustment (for all types of works). Hence, the base month for calculation of price 

adjustment should have been the month of February 2022 and not March 2021. 
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4.12 Excess payment due to adoption of incorrect date of base index for  

calculating price adjustment   

Undue financial aid to the contractor through excess payment of ₹ 2.46 crore on account 

of price adjustment due to incorrect adoption of date for base rate. 

Notice Inviting Tender (NIT) for construction of composite gravity dam (single or multiple) 

on turnkey basis (on Sonar River, in jurisdiction of the Damoh Division) was floated in May 

2018 at an estimated amount of ₹ 350.86 crore. The date of opening of technical bid was  

30 July 2018 and that of the financial bid was 4 August 2018. Agreement was executed vide 

Agreement No. 3/2018-19, dated 12 September 2018 at a contract amount of ₹ 277.18 crore. 

The stipulated period for completion of work was 36 months including rainy season. However, 

the work was commenced by the contractor from February 2019. The 50th and final bill was 

paid (January 2023) for the total value of work done of ₹ 292.22 crore, which included  

₹ 21.58 crore paid on account of price adjustment. The work was completed and taken over by 

the Department in May 2023.  

As per Clause 113 of the Agreement, the contract price is subject to adjustment based on 

fluctuations in rates and prices of various components. The calculation of price adjustment was 

to be done based on total value of work done during the month and as per the formula outlined 

in the Agreement. The percentages95 governing the price adjustment for various components 

have been given in the Agreement.  

As per the conditions of the Agreement, the base rates to be taken for calculating price 

adjustment for various components were as mentioned in Table 4.6 below: 

Table 4.6: Base rate for calculating price adjustment as per the Agreement provisions 

S. N. Item (Month for which Base rate to be taken for calculating price 

adjustment) The basis for the base rate as per provisions of the 

Agreement 

Base Rate 

Taken 

1 Cement (July 2018) All India wholesale price index for Pozzolana cement on 

28 days preceding the date of opening of Technical Bids, as published 

by the Economic Advisor 

June 2018 

2 Steel (July 2018) All India wholesale price index for Mild Steel Long 

Products/Flats on 28 days preceding the date of opening of Technical 

Bids, as published by the Economic Advisor 

3 Plant and 

Machinery 

Spares 

(July 2018) All India wholesale price index for Manufacturer of 

machines for mining/ quarrying and construction on 28 days preceding 

the date of opening of Technical Bids, as published by the Economic 

Advisor 

4 Other 

Material 

(July 2018) All India wholesale price index for All commodities on 28 

days preceding the date of opening of Technical Bids, as published by 

the Economic Advisor 

5 POL (July 2018) The official retail price of High-Speed Diesel (HSD) at the 

existing consumer pumps of IOC nearest to the work site on the day 

28 days prior to the opening of Technical Bids 

6 Labour (July 2018) The consumer price index for industrial workers for the 

state on 28 days preceding the date of opening of Technical Bids as 

published by Labour Bureau, Ministry of Labour, Government of 

India. 

 
95  Cement: 10, Steel: 20, Plant & Machinery Spares: 10, Other Material: 20, HDPE: 15, POL:15, Labour: 10 
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S. N. Item (Month for which Base rate to be taken for calculating price 

adjustment) The basis for the base rate as per provisions of the 

Agreement 

Base Rate 

Taken 

7 HDPE All India wholesale price index for polyethylene on the date of opening 

of bids as published by the Ministry of Industrial Department, 

Government of India. 

August 

2018 

While calculating price adjustment, the Executive Engineer, Damoh considered index for the 

month of June 2018 as base index for various components except HDPE, for HDPE component 

index for the month of July 2018 was taken. Whereas, as per the provision of the Agreement, 

index for the month of July 2018 was to be taken as the base index for all components except 

HDPE. For HDPE index of August 2018 was to be taken because date of opening of financial 

bid was 4 August 2018.  

Based on the base rates to be determined as per the agreement, the price adjustment payable to 

the contractor (for the period from February 2019 to May 2023) was ₹ 19.12 crore, against 

which he was paid ₹ 21.58 crore. This resulted in excess payment of ₹ 2.46 crore as detailed in 

Appendix 4.11. 

On being pointed out in audit (October 2024) the EE, WRD, Damoh informed (October 2024) 

that the recovery of ₹ 1.92 crore has been made by forfeiting the Security Deposit available 

with the Division. The remaining amount will also be adjusted from the Operation and 

Maintenance bills of the contractor. 

Even though partial recovery has been effected by forfeiting the SD, the reply is silent on action 

to be taken against the officers responsible for the lapse. 

A report on recovery and reply from the Government was awaited (May 2025). 

4.13 Non-realisation of charges towards excavated hard rock resulted in 

short/non recovery of ₹ 3.76 crore 

The EEs did not realise charges from two contractors for the excavation of 3.827 lakh  

Cu. M. of hard rock, resulted in short/non realisation of ₹ 3.76 crore. 

The Engineer-in-Chief, Water Resources Department, Bhopal issued (March 2015) an order 

stating that the hard rock received from excavation and remaining unutilised by the department, 

shall be at the disposal of the contractor. The contractor may use it at the same site or may sell 

it to another person or contractor. Taxes and other charges, if any, shall be borne by the 

contractor. This instruction was to be a part of the Agreement. 

4.13.1 Short recovery of ₹ 2.27 crore in Dindori Division  

A work (Construction of Balance work of construction of earthen dam etc., of Murki Project 

Dindori) was awarded (September 2017) to a JV96. As per Annexure-K of the Agreement, the 

issue rate of hard rock shall be ₹ 100 per cubic metre (Cu. M.). The work was in progress  

(as on September 2023) and 30th RA bill for up-to-date value of work done ₹ 37.80 crore was 

paid to the contractor on 17 November 2022.  

 
96  M/s Bhagwat Prasad Sharma and Kusumkant Prabhulal Shah 
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During scrutiny (September 2023) of records of Executive Engineer, Water Resources 

Division, Dindori it was noticed that as of November 2022, payment of ₹ 4.47 crore was made 

to the contractor for excavation of 1.85 lakh cubic metre (Cu. M.) hard rock. As per Unified 

Schedule of Rates (USR) 2009 for accounting the excavated hard rock, the quantity of utilisable 

rock to be recorded in books shall be 1.30 times the quantity paid in excavation. Thus,  

2.41 lakh Cu. M. (1.85 lakh Cu. M. x 1.3) of hard rock was to be recorded and issued to 

contractor at the rate of ₹ 100 per Cu. M. and an amount of ₹ 2.41 crore was to be recovered 

from the contractor. Against this, the EE, WRD, Dindori incorrectly recovered only  

₹ 0.14 crore97 from the contractor. This resulted in a short recovery of ₹ 2.27 crore against the 

hard rock excavation, which was undue benefit to that extent. 

The case was reported to the GoMP in November 2024; their reply has not been received 

(January 2025). 

4.13.2 Non-recovery of ₹ 1.49 crore in Seoni Division 

A work (Construction of Balance work of Upper Tilwara Canal with its Distribution network) 

was awarded (November 2017) to a contractor98. As per Annexure-K of the Agreement, the 

issue rate of hard rock shall be ₹ 105 per Cu. M. plus royalty charges. The 67th and final bill 

for up-to-date value of work done ₹ 22.50 crore was paid to the contractor vide voucher dated 

29 December 2022.  

During scrutiny (February 2024) of records of Executive Engineer, Tilwara Left Bank Canal 

Division, Water Resources Department, Keolari, Seoni (EE) it was noticed that as of December 

2022, payment of ₹ 2.45 crore was made to the contractor for excavation of 1.09 lakh Cu. M. 

of hard rock. As per Unified Schedule of Rates (USR), 2009 for accounting the excavated hard 

rock, the quantity of utilisable rock to be recorded in books shall be 1.30 times the quantity 

paid in excavation. As such, 1.417 lakh Cu. M. (1.09 x 1.3) of hard rock was to be recorded 

and issued to contractor at the rate of ₹ 105 per Cu. M., but same was not done by the EE, 

Seoni. This resulted in non-recovery of ₹ 1.49 crore (1.417 lakh Cu. M. X 105 per Cu. M.) 

against the hard rock excavation from the contractor, which was undue benefit to that extent. 

On this being pointed out (February 2024), the EE, Seoni stated (February 2024) the contractor 

had submitted a report to the Water Resources Department, GoMP, stating the hard rock 

excavated was unusable and requested not to recover the amount. The EE further stated that if 

further action is taken by the Water Resources Department in this regard, then recovery will be 

effected from the contractor.  

Further development in this regard was awaited (January 2025). 

The case was reported to the GoMP in November 2024; their reply has not been received 

(January 2025). 

 
97  ₹ 4,29,867 - 7th RA bill, ₹ 2,00,000 - 18th RA bill, ₹ 3,00,000-21st RA bill, ₹ 3,00,000-23rd RA bill, ₹ 2,00,000- 25th RA 

bill = Total: ₹ 14,29,867. 
98  M/s SN Pandey. 
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4.14 Excess payment due to inflated measurements 

Excess payment to the contractor amounting to ₹ 4.02 crore due to lapse in recording of 

actual measurements.  

Rules 4.017 to 4.026 of the Madhya Pradesh Works Department (MPWD) Manual prescribe 

procedures relating to the measurement books (MBs) which inter alia state that measurement 

books (MBs) are the records upon which the accounts are based. The description of works in 

MBs must be lucid enough to ensure easy identification and check. All measurements must 

bear the dated signature of an official by whom they are taken and at the time of payment all 

the pages of measurement should be crossed off. 

During audit (February 2024) of Executive Engineer, Tilwara Left Bank Canal Division, 

Keolari, Seoni, it was seen that the work of construction of Upper Tilwara Canal of Sanjay 

Sarovar Pariyojna was awarded to the M/s H.E.S. Infra Pvt. Ltd and Mantena construction Pvt. 

Ltd. on turnkey basis. Agreement executed on 5 November 2013 at the agreed cost of  

₹ 33.10 crore (1.43 per cent below). The work order was issued on 15 November 2013 with 

the stipulated time of completion of 18 months, i.e., upto 4th May 2015. The contract was 

terminated on 11 August 2017. However, payment for the total/up to date value of work done 

of ₹ 25.76 crore was made vide voucher No. 38, dated 30 June 2016.   

It was noticed that the final measurement of the work was taken on 15 June 2020 and the value 

of work done actually was ₹ 19,73,81,889, against which, payment for the total/up to date value 

of work done amounting to ₹ 25,76,24,281 was made vide voucher No. 38 dated 30 June 2016 

stating that advance payment was made as per approved payment schedule. Thus,  

₹ 6,02,42,392 crore was paid in excess to the contractor. It was further noticed that the Division 

recovered ₹ two crore from Performance Security available with the Division and an amount 

of ₹ 2.28 crore was still available with the Division in the form of Security Deposit. Thus, 

against total excess payment of ₹ 6.02 crore, the Division can recover only ₹ 4.28 crore.  

Lapse of the EE to record actual measurements and make payments on the basis of 

measurements recorded in the MBs resulted in excess payment of ₹ 4.02 crore (₹ 6.02 crore 

excess payment minus ₹ two crore already recovered). 

On being pointed out (February 2024), the Executive Engineer stated (February 2024) that the 

recovery of the balance amount will be done from the available security deposit of ₹ 2.28 crore 

and from the final bill. 

The reply is not acceptable as despite being aware since June 2020 (after taking final 

measurements) that excess payment has been made to the contractor, the Division has made no 

efforts to settle the final bill and recover the money from the contractor either by forfeiture of 

the available deposit or by other legal means, even after a lapse of more than four years  

(January 2025).  

The Department/Government may fix responsibility on the concerned EE for making payments 

without detailed measurements resulting in the excess expenditure. 

The case was further reported to the GoMP in November 2024; their reply has not been received 

(January 2025). 
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4.15 Excess payment due to adoption of incorrect rate for execution of additional 

work 

Excess payment to contractor ₹ 1.63 crore due to adoption of incorrect rates towards 

development of additional CCA. 

The Supreme Court of India has held99 that in case of conflict between the general conditions 

of contract and the special conditions of contract, the latter will prevail as they are tailor made 

for the agreement. 

The NIT for the construction of Parasdoh Left and Right Bank Canal System (Parasdoh 

Medium Irrigation Project) to deliver water through pressurised pipeline system for sprinkler 

micro irrigation in culturable command area (CCA) of approximate 17,785 hectares (ha) was 

floated in February 2018. After completing due tender process, agreement was executed (June 

2018) and the work was awarded on turnkey basis to M/s Karan Development Services Pvt. 

Ltd., Gwalior vide work order dated 11 June 2018, with stipulated period of completion of  

24 months including rainy season. The amount of contract was ₹ 206.49 crore.   

During scrutiny of records (May 2023) of Water Resources Division, Multai, it was noticed 

that there was ambiguity in clauses of the agreement and the special conditions of the contract 

for making payment for development of additional CCA. Clause 40 of the other Special 

Conditions of the Contract, provided that if contractor develops an additional area above  

17,785 ha, then 0.50 times the cost per ha will be paid by the department on the basis of 

accepted bid value on pro rata basis on the additional area. Clause 27 of the Agreement 

stipulated that for each hectare of additional CCA created and constructed by the contractor, 

he shall be paid at the rate of ₹ 0.82 lakh per hectare for the first 1,000 hectares and at the rate 

of ₹ one lakh per hectare for additional CCA more than 1000 hectares.  

Audit observed that the Department calculated the amount for additional CCA of 2,000 hectare 

developed by the contractor, as per Clause 27 of the Agreement with total CCA of the project 

as 19,785 hectare and an amount of ₹ 18.20 crore was calculated for developing additional 

CCA and sanction was given by Chief Engineer for revision of payment schedule with contract 

amount of ₹ 224.69 crore which included cost of additional CCA of ₹ 18.20 crore as calculated 

by the department under Clause 27 of the Agreement. It was further noticed that the divisional 

officer made payment of ₹ 219.73 crore (excluding amount for price adjustment and GST) 

against original contract amount of ₹ 206.49 crore till 54th running bill (September 2022). Thus, 

payment of ₹ 13.24100 crore towards development of additional CCA has been made upto  

54th RA bill in view of revised payment schedule.  

Audit calculated the extra cost actually payable to the contractor for development of additional 

CCA as per Clause of the other Special Conditions of the contract (which being special 

condition of contract would have prevailed) and observed that the additional cost would have 

been ₹ 11.61 crore (Contract amount ₹ 206.48 crore/17,785 ha x 0.50 per ha x 2,000 ha).  

 
99  S Harcharan Singh vs Union of India (AIR 1991 SC 945) 
100  ₹ 219.73 crore paid to contractor – ₹ 206.49 crore = ₹ 13.24 crore.   
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Lapse of the Division to adhere to the conditions of the contract resulted in sanctioning of extra 

expenditure amounting to ₹ 6.59 crore101 by the Chief Engineer (December 2020) for 

development of additional CCA, out of which, ₹ 1.63102 crore had already been paid to the 

contractor.  

On being pointed out in audit (December 2023), the Government stated (February 2024) that 

the Department had security deposit of ₹ 11.71 crore (submitted by the contractor) and any 

excess payment would be recovered.  

Further development has not been intimated (March 2025). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
101  ₹ 18.20 crore – ₹ 11.61 crore = ₹ 6.59 crore 
102  ₹ 13.24 crore – ₹ 11.61 crore = ₹ 1.63 crore. 
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Energy Department 

 

4.16 Non-realisation of electricity duty on the auxiliary consumption of 

electricity - ₹ 12.09 crore 

ED amounting to ₹ 12.09 crore was not levied on the auxiliary consumption 

by the producers  

The Government of Madhya Pradesh (GoMP) has framed the Madhya Pradesh Electricity Duty 

Act, 1949, the Madhya Pradesh Electricity Duty Act, 2012103 and the Rules thereunder, for 

levy and collection of taxes and duties on electricity supplied/sold to the consumers.  

According to Rule 3 of Madhya Pradesh Electricity Duty Rules 1949, every producer104 and 

distributor of electrical energy shall pay the electricity duty in respect of each month before the 

expiry of the following month into a Government Treasury to the credit of the Government at 

the rates specified in the Gazetted notification (April 2016) as per its consumer category. Also, 

they are required to submit a return for each month in Form “G” along with the treasury receipt 

to the Electrical Inspectors (EIs) within 15 days from such credit.  The amount of duty due and 

remaining unpaid shall carry interest105 which shall be collected as arrears of land revenue. 

Further, as per Part-C of the Gazette notification dated 01 April 2016, in respect of the 

electricity consumed by captive generating plants, producers or generating companies for their 

auxiliary consumption106 and for their own consumption, the Electricity Duty shall be payable 

@ 12 per cent of the tariff, which would have been applicable, if the electricity was supplied 

by Distribution Licensees.  

As a vigilance mechanism, the EI is empowered under Rule 8 of the Electricity Duty Rules, 

1949 to require a distributor of electrical energy or producer to produce such books and records 

necessary for ascertaining or verifying the amount of electricity duty payable under the Act. 

Also, under Rule 9, the EI has the power to enter into any premise of the distributor of electrical 

energy or producer for the purpose of verifying the returns submitted by the distributor or 

producer.  

Further, the GoMP in its endeavour to encourage industrialisation in the State, exempted 

(February 2013)107 the electrical energy produced by industries for captive use from payment 

of electricity duty. 

It was noticed in audit (during February 2023 to April 2024) that the Chief Engineer (Electricity 

Safety) & Chief Electrical Inspector had issued certificates of exemption from payment of ED 

 
103  Amended in 2016. 
104  As per Section 2(1) (q) of the Electricity Duty Act, 2012, "producer" means, a person who generates electricity at a 

voltage exceeding a hundred volts and, in the event of generation of electricity by a hire of the generator, the owner of 

the generator shall be deemed to be the producer.  
105  Rules 5(ii) of the Electricity Duty Rules 1949 stipulated that the rate of interest payable under sub-rule (1) shall be such 

as may be fixed by the provincial government by notification from time to time subject to maximum 24 per cent per 

annum. The same has been fixed as 12 per cent by GoMP vide notification dated 4th July 2018. 
106  Auxiliary Consumption means the consumption of energy by auxiliary equipment of the generating station, which is 

used for the purpose of operating plant and machinery.  
107  GoMP notification no. F-1-01-2012 dated 14.2.2013. 
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vide notification date108 of the State Government for 10 years for captive use of electricity to 

M/s Diamond Cement (Heidelberg Cement) Damoh and M/s Ultratech Cement, Sidhi 

(formerly known as J.P. Cement). Further, these exemption certificates also provide that this 

exemption of ED is not applicable for auxiliary consumption. 

During the scrutiny of Form G of the above producers, it was observed that M/s Diamond 

Cement, Damoh and M/s Ultratech Cement, Sidhi, have shown auxiliary consumption in their 

Form G but have not paid ED to the Department. The details of non-payment of ED by these 

producers in respect of auxiliary consumption are summarised in the Table 4.7 below: 

Table 4.7: Details of non-payment of ED on auxiliary consumption by the producers 

(Amount in ₹) 

S. 

N. 

Name of the 

producers and 

type of 

generator 

Period No. of Units of 

Auxiliary 

consumption as 

per available 

Form G 

Amount of 

ED not 

deposited 

Interest 

due109 

Amount of ED 

not deposited, 

including 

interest 

1 M/s Diamond 

Cement, Damoh  

June 2017 

to May 

2023 

2,04,52,350 1,58,77,542 95,64,631 2,54,42,173 

2 M/s Ultratech 

Cement, Sidhi 

June 2017 

to August 

2021 

7,33,65,360 5,55,13,777 4,00,07,565 9,55,21,342 

Total 12,09,63,515 

(Source: Monthly Form G furnished by the producers) 

Thus, due to the lapse of the EI to exercise the powers conferred to him under Rule 8 and 9 of 

the Electricity Duty Rules, 1949 for verifying the amount of electrical duty payable under the 

Act, the non-levy of electrical duty on auxiliary consumption of electricity by these producers 

remained undetected, resulting in the non-realisation of revenue of ₹ 12.09 crore.  

The Government stated (March 2025) that M/s Ultratech Cement, Sidhi had deposited  

₹ 4.43 crore towards ED on Auxiliary Consumption and had requested for waiver of interest 

due on it. However, reply in respect of the other unit (M/s Diamond Cement) was awaited 

(March 2025). 

4.17 Non-levy of electricity duty of ₹ 1.02 crore 

The DISCOMS did not realise electricity duty amounting to ₹ 1.02 crore from the 

Ordinance Factory, Katni. 

Section 3 (1) of the MP Electricity Duty Act, 2012 stipulates that subject to the exceptions 

specified in Section 4, every distribution licensee/franchisee shall pay every month to the State 

Government at the prescribed time and in the prescribed manner a duty calculated at the rates 

specified in Part-A of the Schedule on the units of electricity sold or supplied to the consumer. 

The rates of Electricity duty payable as per rates mentioned in Schedule A (as amended on  

1 April 2016) are given below: 

 
108  Heidelberg Cement vide notification no-, F-1-1-2012-13 dated 14-02-2013 and Ultratech Cement, Sidhi, vide 

notification no. 4328-13-2006 dated 12-07-2006. 
109  Calculated @ 24 per cent from June 2017 to June 2018 and @ 12 per cent, July 2018 onwards. 
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S. N. of Schedule A 

under Sub section 3(1) 

Consumer Category Rate of electricity duty in Percentage 

of tariff per unit of electricity per 

month 

7 Mines 40 

8 Cement Industry and Captive Mines 

of the Cement Industry 

15 

9 Stone Crusher (Stone aggregates-

Gitti, Gitta, Bajri) 

15 

10 Other Industry not included in serial 

No 7 to 9 

9 

Further, the Section 4 of the Electricity Duty Act, 2012, stipulates that no duty shall be payable 

in respect of electricity sold or supplied to:  

(i) the Government of India for consumption by that Government;  

(ii) the Government of India or a railway company for consumption in the construction, 

maintenance or operation of any railway administered by the Government of India;  

(iii) the State Government for consumption by that Government;  

(iv) any local authority for consumption in the public street lamp or lamps in any market 

places or other places of public resort maintained by such authority, 

(v) sold to or used by an agriculturist for consumption in the pumping of water for 

irrigation of his land or in chaff cutting or in crushing or treating the produce of his 

land; 

(vi) The sewage treatment plants of urban and rural local bodies; and  

(vii) public water schemes of urban and rural local bodies. 

During a test check of the HT consumers’ billing data of DISCOMs (February 2023 to  

April 2024), it was noticed that ED was being recovered from various PSUs, excluding the two 

connections of Ordinance Factory, Katni110 a Central Public Sector Undertaking which does 

not fall in any of the above mentioned exemption categories of Section 4. The details of ED 

exemption are summarised in the Table 4.8 below:  

Table 4.8: Loss of revenue due to exemption allowed to PSU not covered  

under Section 4 of the Electricity Duty Act  
(Amount in ₹) 

S. N. Name of the PSU 

Connection  

Connection ID Period of 

electricity bills  

Amount of ED 

exempted 

1 General Manager 

Ordinance Factory, 

Katni 

H8772832000 October 2021 to 

March 2023 

99,58,469 

2 General Manager 

Ordinance Factory, 

Katni 

H5062832000 2,02,076 

Total   1,01,60,545 
(Source: Billing Data provided by the DISCOMS) 

 
110  As per the decision of GoI, Ordinance Factory, Katni comes under Yantra India Limited since October 2021. 
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GLOSSARY OF ABBREVIATIONS 
AA Assessing Authority 

AA Administrative Approval  

ACS Additional Chief Secretary 

Add EC Additional Excise Commissioner 

AEC Assistant Excise Commissioner 

AG Accountant General 

AMO Assistant Mining Officer 

APCCF Additional Principal Chief Conservator of Forest  

APD Additional Project Director 

ARN Acknowledgement Receipt Number  

BG Bank Guarantee 

BOQ Bill of Quantity 

CA Compensatory Afforestation 

CAMPA Compensatory Afforestation Management and Planning Authority 

CBIC Central Board of Indirect Taxes & Customs 

CBS Core Banking Solution 

CCF Chief Conservator of Forest 

CF Conservator of Forest 

CGST Central Goods and Services Tax 

CPWD Central Public Works Department 

CRM Crusher Run Macadam 

CTD Commercial Tax Department 

CTR Consolidated Treasury Receipt 

DEC Deputy Excise Commissioner 

DEO District Excise Officer 

DFO Divisional Forest Officer 

DGARM Directorate General of Analytics and Risk Management 

DISCOM Distribution Company 

DLP Defects Liability Period 

DMF District Mineral Foundation 

DMO District Mining Officer 

DPE Divisional Project Engineers  

DPR Detailed Project Report 

DRC Demand and Recovery Forms 

DRS Department of Registration and Stamps 

DTIC District Trade and Industries Centre 

ED Electricity Duty   

E-in-C Engineer in Chief 

EIs Electrical Inspectors 

FCA Forest Conservation Act 

FDC Forest Development Cess 



Compliance Audit Report (Civil) for the year ended 31 March 2023 

 

188 

FP Forest Produce 

GCC General Conditions of Contract 

GD General Division 

GoMP Government of Madhya Pradesh 

GST Goods and Services Tax 

GSTIN Goods and Services Tax Identification Number 

GSTN Goods and Services Tax Network 

GSTR Goods and Services Tax Return 

HoD Head of Department 

HSN Harmonized System of Nomenclature 

HT High Tension 

IAB Internal Audit Branch 

ICEGATE Indian Customs Electronic commerce Gateway 

IFA Indian Forest Act 

IGRS Inspector General of Registration and Superintendent of Stamps 

IGST Integrated Goods and Services Tax 

ISD Input Service Distributor 

ITC Input Tax Credit 

JPD Joint Project Director 

LOA Letter of Approval 
MAF Million Acre Feet 

MI Mining Inspector 

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

MoEFCC Ministry of Environment, Forests & Climate Change 

MP Madhya Pradesh 

MPFC Madhya Pradesh Financial Code 

MPFFR Madhya Pradesh Forest Financial Rules 

MPFM Madhya Pradesh Forest Manual 

MPPCB Madhya Pradesh Pollution Control Board 

MPSFDC Madhya Pradesh State Forest Development Corporation 

MPSMCL Madhya Pradesh State Mining Corporation Limited 

MPTC Madhya Pradesh Treasury Code 

MPWD Madhya Pradesh Works Department 

MRD Mineral Resources Department 

MSME Micro, Small & Medium Enterprises 

MT Metric Ton 

NBC National Building Code 

NIT Notice Inviting Tender 

NVDA Narmada Valley Development Authority 

NWDT Narmada Water Disputes Tribunal 

OIDAR Online Information Database Access and Retrieval 

P&M Plant & Machinery 

PAC Public Accounts Committee 



Glossary of Abbreviations 
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PCC Plain Cement Concrete 

PCCF Principal Chief Conservator of Forest 

PD Production Division 

PED Public Education Department 

PHE Public Health Engineering 

POR Preliminary Offence Report 

PS Principal Secretary 

PSU Public Sector Undertaking 

RA Range Assistant  

RCC Reinforced Cement Concrete 

RCM Reverse Charge Mechanism 

RF Registration Fees 

RMC Ready Mix Concrete  

RO Range Officer 

RRC Revenue Recovery Certificate 

RTGS Real Time Gross Settlement 

SCN Show Cause Notice 

SD Stamp Duty 

SDO Sub Divisional Forest Officer 

SFF Social and Farm Forestry 

SGST State Goods and Services Tax 

SOP Standard Operating Procedures 

SOR Schedule of Rates 

SQC Supervision and Quality Control 

SR Sub-Registrar 

SRN Service Request Number 

SSCA Subject Specific Compliance Audit 

TCS Tax collection at source 

TDS Tax deducted at source 

TP Transit Pass 

TS Technical Sanction 

UA User Agency 

UTGST Union Territory Goods and Services Tax 

WP Working Plan 

WPT Water Proofing Treatment 
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