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T wiad, Principal Secretary
2 Department of Mines & Geology
A 0T i fawmn Government of Bihar
fagRe TR Vikas Bhawan, Patna - 800 015
BT WA, TET-800 015 Tel  :0612-2215857 (Off)

Fax :0612-2232930
E-mail : secymine-bih@nic.in

SIHIY : 0612-2215857 (Wlo)

Please refer to your Letter No. 9836 dated 06.11.2017.
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2. In the said letter, you have primarily raised two issues regarding the Seigniorage
Fee for schemes concerning Building Construction Department. These are: -

a. As per your letter, there are various components of any scheme of Building
Construction Department where no minor minerals are used. For example —
electrification, water supply, interior decoration etc. These constitute roughly
about 20 — 25% of the estimates. «.—

b.  As per your letter, the Seigniorage Fee should be added only for the new
schemes sanctioned after 01.11.2017 and not for the ongoing schemes as this
will affect the Agreemented cost of the ongoing schemes '

3. On the above two issues, I share your concern. However, you may recall that the
existing system had many complications as under: -

i. The calculations of royalty, minor mineral wise, are very complicated for the
Works Department and they have, over the years continuously failed to tell the
Mines Department how much royalty was deducted for sand or brick or
ordinary earth or stone chips. Till today, the Mines Department is in the dark
about the royalty collection, minor mineral wise.

ii. The system required deduction of royalty at the Executive Engineer level and
then subsequent reimbursement of the same to the contractor under Form M
and Form N.

iii. The procedure under Form M and Form N resulted in lot of corruption, delays

and invited audit objection, AG objection and PAC paras, which continued for
many years in the Works Department as well as Mines Department.

4. You may recall that this was discussed in a presentation (on the new Bihar Minor
Mineral Rules) before all the senior officers and it was decided that, to take care of the above
problems, we should introduce a flat rate system, which will provide lot of ease of calculation
and rid us of corruption and audit objections. =
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applicable only for the Works Department with effect from 01.11.2017 and does not concern

ordinary people.

Department Royalty Rate (on an average) .

Water Resources Department 4% of the Total Estimate

Rural Works Department .| 4% of the Total Estimate

Road Construction Department 3.5% of the Total Estimate

Panchayati Raj Department | 3% of the Total Estimate

Building construction Department | 2.5% of the Total Estimate

PHED 0.5% of the Total Estimate
0.5% of the Total Estimate (for Power Holding
Com

Energy Department 1% g?n t}lll)e Total Estimate (for Power Grid
Company Project) ;

1. The above calculations are as per the experience of the Mines Depért_ment over the
years. You will agree that other than PHED and Energy Department (which are low budget

case of all the other Departments (some of which are big Departments like Road Construction
Department and Water Resources Department), Therefore, you will agree that by charging a
Seigniorage Fee of 2% at a flat rate, the Mines Department may, at the end of the day, not
have any advantage or disadvantage in any form. Last year, we got a royalty of Rs. 360 crores
from all the Works Departments. Under the new reformed system, we will stil] get the same
amount approximately, The royalty collection under the new System may, slightly, £0 up or
down by Rs. 20-30 crores, depending upon the performance of the major Departments like
Water Resources Department and Road Construction Department.

existing schemes sanctioned before 01.11.2017 would continue to linger on for many-many
years and therefore, for those many years, we will have two systems of deduction of royalty
side by side, complicating the system further.

10. Moreover, the new system of Seigniorage Fee would not impact the Agreemented
cost of the existing schemes, This is because the.- royalty of existing schemes shall be
subsumed in the Seigniorage Fee itself.

11. To understand it furthcf, I propose the system of Seigniorage Fee as under- -

ALY For new schemes Sanctioned after (1.1 1.2017: - At the time of
preparing the estimates, the Works Department makes an estimate on the basic cost of the
minor minerals (excluding the royalty) and then at the end of the estimate. add 29 of tha



Sd/-
K.K. Pathak
To,
-~ Sri Chanchal Kumar, IAS
Principal Secretary
Building Construction Department, Patna
Memo No. \36 ..... Pama/Dated.....f...? ...... “) }

Copy to: Principal Secretary,  Water Resources Department/Rurg] Works
Department/Road Construction Departme t/Panchayati
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