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Chapter 1V ‘

Management of DMFT fund ‘

As per Rule 11 of Maharashtra DMFT Rules, 2016, the GC of every DMFT
shall set up a fund under the Trust to be called as the DMFT fund to be managed
by the MC of the Trust. The Trust shall receive the amount from the sources
specified in Rule 11(2)3.

As per the notification issued by Gol and Maharashtra DMFT Rules 2016, the
amount of contribution to be made to the DMFT fund is worked out as a
percentage of the royalty paid on Major and Minor minerals. Non-payment of
royalty and other mining dues including contribution under DMFT, in time® to
the concerned DMO attracted a simple interest of 15 per cent per annum on
minor mineral and 12 per cent per annum on major mineral as per Mineral

(Auction) Rules, 2015.

4.1 Collection and disbursal of DMFT funds

The funds collected and disbursed in respect of the five selected DMFTs for the
period 2016-17 to 2022-23 is depicted in Chart 3.

Chart 3: Collection of funds during 2016-17 to 2022-23
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(Source: As per records of DMFTs)

8 (1) The initial settlement made by the State Government (2) Any grant, contribution or other
capital assistance received from State Government (3) The Contribution as defined in clause
(g) of sub rule (1) of Rule 2 of Maharashtra DMFT Rule 2016 (4) Investments and other
deposits and the interest accrued thereon, and any other income derived therefrom (5) All
other properties of the Trust and the income derived therefrom or appreciation thereof and
(6) Funds received from the contribution fund of other districts as decided by SLMC.

9 As per Maharashtra Minor Mineral Extraction (Development and Regulation) Rules, 2013,
the trust fund shall be paid by the lessee for every quarter ending within 15 days after
completion of every quarter.
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Details of works awarded, completed, DMFT fund collection vis-a-vis disbursal

to IAs during the period 2016-17 to 2022-23 are given in Table 5.

Table 5: Details of DMFT fund collection vis-a-vis disbursal to IA for the works

(R in crore)

Total Amount of Amount el L

. . . . Number of | Number of
DMFT Administrative | Disbursed
DMFT Works Completed
fund Approval to IA

Collection | for total works ELEn D PR

(Nos) (Nos)
Nagpur 1,032.85 824.37 574.14 5,036 2,126
Chandrapur 1,428.77 917.14 712.25 4,286 3,558
Yavatmal 743.04 429.83 289.60 2,910 1,333
Bhandara 63.18 33.45 21.45 216 211
Raigad 86.75 28.99 18.82 106 86
Total 3,354.59 2,233.78 1,616.26 12,554 7,314

(Source: As per records of DMFTs)

The above table indicates that:

e the

selected five DMFTs
66.59 per cent of the total DMFT fund collection.

accorded administrative approval

for

o Only 48.18 per cent of the total fund collected was disbursed for the works
sanctioned.

As seen from Table 5, it was noticed that:

o 58.26 per cent of the projects taken up were completed in the selected five

DMFTs.

e Highest number of incomplete works was 2,910 works (57.78 per cent) in
DMEFT Nagpur and 1,577 works (54.19 per cent) in DMFT Yavatmal

The slow progress of work completion and under-utilisation of funds indicated
that there was a lack of monitoring of utilisation of funds disbursed to the [As,
by the DMFTs.

GoM stated (February 2025) that the works were approved by the GC based on
the requests of [As. However, due to the Covid pandemic, the works could not
be initiated/executed, and the funds could not be utilised at a proper pace.

The reply is not tenable as the progress of works and utilisation of the DMFT
funds was slow even before and after Covid period.

4.2 Collection of DMFT contribution

The agencies like the Public Works Department, Irrigation Department,
Municipal Corporation, Education Department efc. execute the work given by
DMFTs either by themselves or through contractors. The agencies which
execute the work have to furnish proof of payment of royalty and DMFT fund
contribution to the DMOs on the minerals utilised on the executed work. The
DMEFT fund contribution recovered by the DMOs are to be remitted to the
DMEFT fund Account.

Audit observed that DMO Chandrapur, Yavatmal and Raigad received royalty
of ¥ 207.24 crore (X 155.36 crore + X 51.10 crore + X 0.78 crore) from these
agencies. However, 10 per cent DMFT fund contribution amounting to
% 20.72 crore was not recovered and remitted by these agencies (like Public
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Works Department, Health Department, Irrigation Department, Municipal
Corporation, Education Department efc.) to the respective DMFTs.

GoM while accepting (December 2024) the audit observation stated that notices
have been issued for recovery and appropriate directions would be given to all
DMOs to collect the DMFT fund contribution in the said projects.

4.3 Recovery of DMFT fund contribution from Maharashtra State Road
Development Corporation Limited

GoM, vide notification (27 May 2019), granted 100 per cent exemption on
royalty on excavation of minor minerals for execution of Nagpur-Mumbai
Super Communication Expressway. However, the payment of contribution in
the DMFT fund was not exempted as per the clarification given by the GoM on
21 June 2021.

The executing agency viz. Maharashtra State Road Development Corporation
Limited (MSRDC), did not pay contribution of DMFT fund of ¥ 242.16 crore
(i.e. 10 per cent of exempted royalty of ¥ 2,421.56 crore) on the minerals lifted
for the project till June 2021.

The GoM, on the basis of the above clarification, demanded DMFT fund at the
rate of 10 per cent of the royalty from MSRDC amounting to I 242.16 crore.
This amount is yet to be recovered from MSRDC.

GoM while accepting (February 2025) the audit observation stated that the
Mining Department will raise this issue and send proposal to Revenue
Department as well as MSRDC to recoup the DMFT fund.

‘4.4 Maintenance of book of accounts, documents and records

Rule 9(2) and Rule 15 of Maharashtra DMFT Rules, 2016 provided that the MC
shall ensure timely collection of DMFT fund from the concerned leaseholders
and shall maintain or cause to maintain proper book of accounts, documents and
records with respect to the DMFT Fund to give a true and fair picture of the
affairs of the DMFT.

Audit observed that none of the GCs of the selected five DMFTs had maintained
demand and collection register of DMFT funds. In absence of a control and
check mechanism, demand, collection and remittance of DMFT was not
properly recorded and reconciled.

GoM stated (December 2024) that the payment is made by leaseholders through
GRAS (Government website) and DMFT fund is collected accordingly and
there was no lacuna in collection of funds. Further, to exercise internal control
over the demand and collection of DMF, it was submitted that Transit Pass was
issued to lessees only after producing DMFT fund deposit receipt.

The reply is not acceptable as the data provided by GoM shows mismatch in
DMEFT fund collected vis-a-vis Royalty collected in respect of both major
minerals and minor minerals. In addition, funds receivable and received could
not be reconciled in the absence of the Demand and Collection register.
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4.5 Difference in receipt of DMFT fund as per certified accounts in DMFT
Nagpur

Every holder of a mining lease was to pay the contribution towards DMFT fund
at the rate of 10 per cent of the royalty paid as prescribed in the Mines and
Minerals (Development and Regulation) Act, 1957 (67 of 1957) in respect of
mining lease granted on or after 12 January 2015 and 30 per cent of the royalty
paid on major mining lease granted before 12 January 2015.

During scrutiny of records relating to receipt of DMFT contribution in five
selected DMFTs, it was noticed that while the figures provided by the DMFTs
and the certified accounts matched in four DMFTs, however in DMFT Nagpur
there was variation in the figures of receipts as per DMFT and as per the
certified accounts during the period 2016-17 to 2021-22 as detailed in Table 6.

Table 6: Difference in figures of DMFT contribution and certified

Accounts
R in crore)
Coal I Other ‘ Minor | Total As per .

Year AsS per DMFT records certified Accounts Lo
2016-17 33.39 3.69 6.58 43.66 43.67 (0.01)
2017-18 86.30 2.65 13.47 102.42 101.83 0.59
2018-19 118.91 0.99 24.14 144.04 138.17 5.87
2019-20 137.66 5.11 32.78 175.55 152.20 23.35
2020-21 118.03 3.21 24.60 145.84 136.27 9.57
2021-22 154.51 3.87 27.22 185.60 174.60 11.00
Total 648.80 19.52 128.79 | 797.11 746.74 50.37

(Source: As per records of DMFT Nagpur)

Audit observed that there was variation of X 50.37 crore in the DMFT fund
contribution received as per DMFT records and DMFT fund accounted in
certified Accounts of DMFT Nagpur, over the period 2016-17 to 2021-22. Thus,
DMEFT Nagpur certified the accounts without reconciling the DMFT fund.

GoM replied (February 2025) that interest income and amount returned by IAs
(due to debarred or cancelled advance cheques) were not considered as DMFT
fund in certified Accounts.

Audit is of the view that the Accounts do not give a true and fair view as the
interest accrued on DMFT fund and amount returned by IA to DMFT Nagpur
should form part of the certified accounts. This indicates towards
non-reconciliation of the certified Accounts with DMFT account figures given
by DMFT Nagpur to Audit.

4.6 Integrated Lease Management System

Integrated Lease Management System (ILMS) was developed for
computerisation of manual administrative process for royalty collection of
Mining Department with an objective to generate a single source of data and
accurate-efficient-real time MIS data. This would build transparency in revenue
generation in royalty collection and other statutory receipts.

To attain full functionality and generate real-time MIS reports from ILMS, it
was necessary to update real-time data in each module with respect to lessees,
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targets, production, extraction, efc. to assess the statutory receipts, actual
receipts, pending receipts of revenue.

Audit observed that though Western Coalfields Limited (WCL) is one of largest
royalty contributors to GoM, coal extraction data was not uploaded in ILMS.
DMEFT funds were transferred as per the data furnished by WCL which negated
the objective of generating single source data. DGM on various occasions
(26 November 2014 to 01 February 2021) had directed all the DMOs and
Regional Offices to upload real-time data to capture all the transactions relating
to revenue collection in ILMS which were not being adhered to. Hence,
collection of DMFT funds as a percentage of royalty on Major minerals could
not be verified by Audit in selected five districts.

GoM while accepting (December 2024) the facts stated that a proposal has been
approved for upgradation of ILMS which would ensure to introduce advanced
version of ILMS modules so that the system can be effectively used in
day-to-day operations in all mining operations. Also, the matter is being taken
up with WCL for configuration of WCL in ILMS.

4.7 Loss of interest due to inadequate fund management

GoM vide order dated 27 October 2015 stipulated that excess unutilised fund
may be invested in Fixed Deposits (FDs) of Nationalised Banks. Further, the
Additional Chief Secretary, Industry, Energy, Labour and Mining Department,
GoM, also directed (26 October 2017) to invest the surplus funds lying with
DMFTs in short-term deposits with Nationalised Banks after approval of the
MC and the GC of the DMFT. DGM, Nagpur also reiterated (June 2020) to
invest excess funds lying with the DMFTs in the form of FDs in Nationalised
Banks.

Audit observed during the review of receipts and expenditure of selected
DMFTs that huge funds were lying in savings bank accounts as detailed in
Annexure 4. DMFTs, for prudent financial management, could have invested
the surplus funds in FDs as per GoM orders mentioned above after taking into
account the committed liabilities on a yearly basis based on funds required for
projects and day-to-day expenses of running the DMFT.

DMFT fund contribution collected by the selected DMFTs, except DMFT
Yavatmal and DMFT Raigad, during the year 2016-17 to 2022-23 was
deposited in the savings accounts of the Nationalised Banks and an average
interest at the rate of three per cent'® per annum was earned. Non-depositing of
funds in FDs is in violation of GoM directions.

GoM (December 2024) accepted the audit observation and stated that the excess
funds would be kept in FDs and swipe accounts.

|4.8 Transfer of Mineral Development Fund to DMFT ‘

GoM enacted Maharashtra Mineral Development (Creation and Ultilisation)
Fund Act, 2001 and framed rules, thereunder for making special provisions for
utilisation of the fund collected in Mineral Development Fund (MDF)!! towards

10 The difference between the Average rate of interest on FDs i.e. six per cent and average rate
of interest of savings accounts i.e. three per cent.

19 per cent of royalty collected by GoM would be earmarked and shall form part of MDF.
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mineral exploration and development of areas affected with mining-related
activities in the State and appointed Maharashtra State Mining Corporation
Limited (MSMCL) as "Shell Agency" under State Mineral Policy, 1999.

On formation of the Maharashtra DMFT Rules, 2016, GoM repealed Act, 2001
(January 2017) and thereafter the development schemes, activities were to be
implemented by the concerned DMFTs.

GoM had received X 1,727.03 crore, the amount equal to 10 per cent of total
mineral revenue collected during the year 1999-2000 to 2014-2015 under the
MDF which was to be transferred to MSMCL for mineral exploration and
development of areas affected with mining-related activities. Out of this, GoM
disbursed X 706.67 crore during the period 1999-2000 to 2018-19 to MSMCL.
As per GoM notification dated September 2016, two-third of balance amount of
% 1,020.36 crore, were to be allocated to the districts and one-third amount to
DGM and MSMCL. The details regarding the transfer and utilisation of
% 1,020.36 crore with GoM collected (under MDF) were not furnished to Audit.

After formation of DMFTs (September 2016), the approved pending works and
committed liabilities (funds) were required to be transferred to the respective
DMFTs (letter dated 17 April 2018).

GoM issued directions (17 April 2018) to MSMCL, stating that on creation of
DMFT, the approved pending works and committed liabilities were to be

transferred to the respective DMFTs. In this regard, the works transferred from
MDF in three!? out of the five selected DMFTs, are given in Table 7.

Table 7: Funds to be recouped by MSMCL for Works sanctioned under

MDF
Name of DMFT Total number Estil.nated cost Amount t‘o be recouped
of works (R in crore) (R in crore)
Nagpur 73 29.41 27.74
29 16.67 16.67
Raigad 32 8.58 3.67
Chandrapur 134 75.61 8.77
Total 268 130.27 56.85

(Source: Information furnished by DMFTs)

Audit observed that MSMCL transferred 268 works sanctioned (August 2013
to September 2016) under MDF based on the Government Resolution issued by
GoM without transferring the Funds to DMFTs. The DMFTs executed the
works to the extent of ¥ 56.85 crore from DMFT fund which is yet to be
recovered from MSMCL.

GoM stated (December 2024) that the funds could not be made available for
ongoing/completed development works which were already approved under
MDF.

The reply is not acceptable, as though MSMCL transferred the works sanctioned
under MDF, but it did not transfer the funds to the respective DMFTs as per the
GoM instructions.

121, respect of Yavatmal and Bhandara works under MDF were not transferred.
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4.9 Payment of avoidable tax deducted at source and non-filing
of Income Tax returns

Ministry of Finance, Gol vide notification dated 10 September 2021 declared
DMEFT as a class of authority in respect of specified Income arising to that
authority under clause (46) of section 10 of the Income Tax Act, 1961
retrospectively with effect from financial year 2017-18 to 2022-23. Further,
DMEFT shall have to file Income Tax Return in accordance with the provision
of clause (g) of sub-section (4C) of section 139 of the Income Tax Act, 1961
and shall also file Audit Report along with the return, duly verified by the
accountant as provided in explanation to section 288(2) of the Income Tax
Act, 1961 along with a certificate from the Chartered Accountant that the above
conditions are satisfied.

Audit observed that:

(1) As per Central Board of Direct Taxes (CBDT) notification dated
04 October 2023, all the DMFTs were exempted for payment of Income Tax on
interest earned on investment in Term Deposits. This exemption was applicable
from the financial year 2022-23.

Scrutiny of records of five selected DMFTs revealed that in the case of DMFT
Yavatmal, the Bank deducted tax deducted at source (TDS) amounting to
% 1.93 crore on special term deposits during the year 2022-23 (% 0.32 crore) and
2023-24 (R 1.61 crore) though the DMFT was exempted from payment of
Income Tax. DMFT Yavatmal did not claim a refund for the same from the
Income Tax Authorities as they had not filed the Income Tax Returns (ITR).

(i1) Out of the five selected DMFTs, Nagpur, Yavatmal and Raigad had also
not filed ITR since assessment year 2017-18 to 2022-23.

GoM accepted (December 2024) and stated that DMFT, Yavatmal was not
registered as a ‘Trust’ due to some technical difficulties and now after
registration they have initiated the process for filing ITR and claiming refund.
DMFT Nagpur, Yavatmal and Raigad assured that the ITR will be filed after
obtaining condonation of delay.
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