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PREFATORY REMARKS 

Tlti.'i report .fin· the year ended JI Marcil 2001 has been prepared ./(>r 

s11 h111i.\·.,·ion to tile Grwem or under Article I 5 I (2) r~f't/Je Con.'itit11tio11. 

Tiie audit r~( revenue receipt.'> <~( t/Je State <iovemment i.,. conducted under 

SeC"lion 16 r~f' tile Comptroller and Auditor (,'enem/'.\· (J)utie.'i, Powers and 

Co11ditio11 .\· r~l Serl'ice) Act, I I) 71. Thi.\· Report pre.\·ent.\ the re.mil.\' <~/' audit t~/' 

receipt.\· co111pri.,·i11g Sale.\ Tax. Stamp Duty and Re}ji.,·tmtio11 Fee.\·, Taxes 011 

I 't•ltide.\, State Exc:i.,·e, Agricultural Jnc:ome tax. Urban /_awl Tax. Other Tax 

Rec:eipts and Non- Tax receipt.'>. 

·rile case.\· mentioned ill Lili.\· report are tmumg tlw.,·e !''hiclt came to notice in 

tile cour.'>e r~l test-audit <~l record.'> d11rin1; the year 2fJfJfJ-10fJ/ ti!> well m tllow 

noticed in earlil'ryear.\, hut could 1101 he i11d11ded in 1J1·e1·iot1.\' ,l'£'ar.'i' Reports. 

\ ' 





.. . 
•' 

OVERVIEW 

.111c /\ua<lil Report contains 24 Pa~g'raphs and -t Reviews 
rda1ing lO non kvy/short lev.y · of taxes, interest. penally etc.. invol ing 
Rs.668.90 crore. rhe Government have accepted audit observations involving· 
Rs.1.69 crorc-of \\hi ch Rs.42. 75 lakh had been recovered 'during 2000-200 I. 
Some t"'f the majnr findings are menti ned belo,v: 

l. General 

(i ) The revenue raised b~ the Stale during 2000-200 l 
an1ounted to Rs.13993.01 crore comprising Rs. 12282.24 crorc as tax revenue 
and Rs. 1710.78 crorc as 1~on-tax rc\enuc. Rs.:!783 .75 crorc \\ere received 
from the Government of India as Sta1c·s !)hare of di..,isiblc l 1nion Laxes and 
Rs. 1539.89 crorc as Grants-in-Aid. ll1crc is overall increase of Rs. I l 6 . 75 

•. crore (4.38 :per cent) over the prcviou~ year in the State's share of di\ bible. 
Un ion ta. ·cs "h ich is main]~ due to increas~ of R!'>. 737 A3 erores under Union 
Excise Dut,ie:-. T he incn:a. c is part 1 • . 'off ct b~ <lcm;asc of Rs.620.68 crore 
ltndcr the rece ipt ·11ct proceeds ofta. ·cs on income other than corporation tax'. 
Under Gr.<.uns-;n-aiJ fr()m Cc111rnl Go •cmment there is overall increase of 
Rs. I :55. 1-l crorc ( I 1 .20 per cent) over the previous year which is main I) due to 
increased grant · under Non-plan and State plan schemes. 

Sale-.. Tax (Rs.81(>7. 15 crorc} forn1cd a major portion (67 per 
cent) ~f the tax fC\ CllUC l)r the Stale. Interest receipts. di\' idends an<l profits or 
RsA-40. l 7 crore accounted fl r 26 per cent of the non-tax revenue. 

{i;l At thi: end of 2000-200 I. the arrears in respect of taxes 
aJministercd lhy the department!-. of ("(mm1crcial Taxes, Revenue. Industries. 
etc. amountcJ 10 R-, .8706.92 crorc of \\llich ·sale" Tax and Mines and 
Mincr..1ls tngether accmmtc<l for Rs.82-t-l: ""'.+ cron:. 

/ f'aragraph 1.5 J 

iii) Test-check or records of Sales Ta.'\, State Excise, 
l\gricultmal l11come Ta:'\. Land Revenue. l lrb~n Land Tax. Taxes dn Vchides 
and other .dcpartmcnta! offic~ conducted during the,) car 2000-200 I rcvegkd 
under-assessments. , hort-levy, los_· of. re' enuc. etc.. amounting lo 

Rs.962.63 crorc in ~228 cases. 

. r Paragraph I . I 0 J 

\"I I 

, 
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... 

i\uJit Report (lk\cnuc J{cccipts) liir the )Car cndcJ .\I l\larch 2001 

_, · _,· ), · ';.. · (iv) ·'' A~ at the -cn'.d of J~;nc :!DO l. 475-t lnspcction Rcp,orts 
issutp upto Deccn~bt:r 2000 co.nraining 1797~ audit obscn·~1tions with monr)· 
value onh:633:98 crore were pending scllkmcnt \\ ith ·various dcpart1m:nts . 

• : ) ..: 1 -

. ,, ., 

2. Sales Tax 

. 
J . ,; - . / l'aragm1J/1 1.11 J 

(i~- lncorrcct cxcmptinn granted .to 13 dealers on sa\1:s made 
during' 1993-()4 to 1998-99 resulted, 111 non-levy of la'.\ amounting to, 
Rs.8<~:4 i 1-akh. 

* IJ • '.) J ,. ,,,,. / P~1mgraph 2.] / 

' I 
(ii) • t\pplicalio.n of incorrect rate of tax on salt: of various 

goods in ; 9 assessment circles :during 1990-91 to 1998-99 resulted in 

short~lcvy of ta'.\ of Rs.61.72 .la_kh. 

.J • .J. ~ f .,. l I / l'amgmph 1.3/ 

.. , .. 
(iii) · In 3 asse.ssment circles in. -respect of ·4 dealers due to 

arithmetical inaccuracy there was short demand of tax and penalty oT 
Rs.435.36 lakh. 

J ..;. 

I Paragraph 2 . ./ 7 ,, ·f . 

-· (iv) lncorn:ct computation of taxable turnover amounting to 
Rs.507.46 lakh . in respect or six dealers t~lr the.years 1995-96. 1997-98 and 
1998.i:)C) resulted in short-levy of tax of Rs.30.10 l11kh. 

. I '. 

(v) There was short-lev) of Rs.15.:98 lakh due to excess 
credit being afforded to five dealers in five assessmcnl circles. ' 

.• . ."/l_"JI f. 'ii 

"J . :,. d·- I! .-

\ . 

f Paragraph 2.6/ 
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3. Agricultural Income Tax 
.. 
:i~b.1:1 ~ u.~· 

-· A re,•iew 011 "A~l·e~.w11ei1t <~{ 11la11tt1tim1 Cf<!fJ.\"" rev~((lctl~V/IJ! 
fol/(}Willg:-

'.f) 

(i) Excess a11owanc~ of plLickinl!. c.hargc~ , i.rv~~ and above the 
pcm1issibfo limit in 4 assessment circles involying 12 cases· ,r~~uh~d inJ ~ rt 

levy of A.gricultural lncome.T.ax ofRs.65.14 crore. . oJ! r,i '>'...Iii t>'>'I ·'Jr:., :1 

' 
. ·- { Paraxraph 3.2.6] 

(ii) lt1 2 assessment circles in ' re ·pt:ct, Ql(131 cases. excess 
.allowance of expenditure on account of bonus amountiti'g· ,to r.Rii L 98 ,9·pfe 
resulted in short levy of Agricultural Income Tax of Rs.1 .14 crore. · 

t \ 

. · 4. Land Revenue 

[ Par(1graph 3.2. 7] 
•, <i1 ! 

,q·111',1Jf'.)/',• l11,.? 1! 

11 ri {'t! l 
• <'.}~·10•11111'.J.1 .. · •. . , _; .,, 

·Loss of rcvcntae of Rs.1.34 cro1;e due to . non-res~mptio~ ·and . 
non-1casi.ng afresh .of Government lands on violation of condition by Regional 
Engineering College, Trichy. . · i: r ·.i.i 

. ., , ·,1 1 1 [fpra_Zi'i·aplr f ~I 

. . 
5. .Taxes on Vehicles 

l<fHiJ I!l;d 'f I 

1n 27 Regional Transport Offices. non-issue of fresh permits on 
intn~diH.:tion or niodilie<.l "sd1eme in respect or 4173 stage carriages has 
resulted .in 11011-n:alisation of#rc~cnuc amounting to Rs.62...6,QJµkh. . . 

• L~ l v "~'f ,-_;:.) .J,.. ·.., 1 
f I'ori1graph 5.L J 

'~ - .. ' . . . 

ix 

I 

' 



I 

/\ udil Report ( lkvenuc Receipts) l(ir the.) car cndcd 3 I !'vi arch 200 I 

6. State Excise 

A review 011 "Receipl!• 1111iler Stt1te E.~ci!te" reve(l/et/ 1/1e.f(1/Jo111i111(:-

(i) Non: forfeiture of" privilege amount and Security deposit ·on 
belated submission of :app~ication for Indian Made Foreign Spirit retail 
licenses r~sultecl in loss of" revenue of Rs.152.<~0 cron: . .. 

/ Paragraph 6.1.5 / 

(ii) lncon~ect adoption of yield rate of rectified sp irit resLJlting 
' in notiona l loss or revenue of"Rs.143.28 crorc. 

(iii) Incorrect grant or .allm,ancc ·in ho11 lin.g process n:sulllx.I in 
loss or revel1UL' or R<>.5.77 crure. 

(i\°) Incorrect alkmamce of 'astage for rcdiSliHation resL1hed in 
lnss or revenue or Rs.5.44 .crorc. 

In 251 S 'r 111otds ;a1ld 5 Holds ~1 i~h ;uhllifa,naJ bar_ iprivikgc 
fees ·ror the year 1998- '1994 were rnlk.cledl at the .oJ.d rates insle.ad <fat ~he 
enhanced rates rcsultin!.1, ltn sh0Jt.Cl1ll1l.eclicm of1Rs.ir62.00 b'kh. 

~ . 

• ! 

7 Urban Land Tax 

Omission to .assess mrb.an land;; in fom l)Jlices i1wo'lv1ing 
17 asscssccs resulted in non-lev: Qf ta.· of R~.39 . 691akh. 

/ Paragm/Jh 8.2 J 

• 

.. 

.. 
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8. Non-Tax Receipts . 

A - Mines and Minerals 

Incorrect exemption granted ' to G::l\e.nnaj, P.ont T.nist resudtcdl ih 
loss of seigniorage fee of Rs.2.54 crore Off 507.2.7 lak-h• c11b-i€. fc.e.t 0£ st0nes. 
removed. 

[ llw1&gr111ph· 9: 2[ 

8 '-F.iiian:ce Department 

~l) lntere~t Receipnt 

A review on Interest RU.~i~ reveared the folloirv:rJTg: 

· ( i) Even after conve.r.siorn ©Ii earlier kmns. granted to Rural ~ocru 
.. B:Odi~ •. l!11teirest amounting to Rs,96'.J0, crore remained uncoUected as on 

3·1, ~·arcc.hi 2000. 
[ Parogmph 9 . ../.5fi)] 

(ii) A sum of &:s..42.60 crore towards interest on loans 
san.cti01i1cd to urban local bod): was. wending realisation as on 3 r March 2000. 

[ Pamgroph 9 . ../.5fii)] 

(iii) Due to non.--maintenance of Loan Register by the 
Agriculture department, a- Sl'l~n of Rs.9.:39 crore towards interest and penal 
tnteresl rem'ained uncollected. 

[Paragraph 9 . ../.6(i)j 

-(iv) Due. to non raising of demand~· interest amounting to 
Rs.79A8 crorc on loans. sanctioned to State Commercial Undertakings and 
Co-operative ·societies was pending realisation. . · • 

[Paragraph 9..1. 7 (a) & (h)] _ 

(v) Despite the State Transport Undertakings not paying any 
dividend to Government a sum or Rs .147.84 crore towards loans and interest 
outstanding was converted into equity share capital. 

[Paragraph 9.-./.9} 

(2) Receipts from State Raffles · 

A rev.iew on Receipts from State Raffles revealed the 
following: 

xi 
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Audit Report (Revenue Receipts) forlhe_ycar cmleJ 3 l March 200.1 

., 

(i) Total payout of ;piize mooey ·to the public was less lhM the 
prescribed limit of 50 per cent and there was an unauthorised .cfeducfwn of Rs 
8.43 . crore from I · and 11 priz~ winf'ljng tickets during the period from 
Sept.ember 1998 to October 2000. Delay of more .1han 6 months in the 
.disbursement of prize money to the publi.c resuJted fr1 noq-pay~t to the 
extent of Rs.20.30 crore'as of January 200 I. 

. 
[Paragraph 9.5. 7) 

(ii) Undue financial aid was given to agents by way of pay1nent 
of e.'\cess bonus to the tune of Rs.23.18 crore. Govem.ment lost interest to the 
exte~t of Rs 2.56 crore by allowi~g. um~uthorised credit period of 21 days to 
Agent~ for payment of value of tickets issued to them. · 

{Paragraph 9. 5. ~j 

(iii) There was shortfall of Rs. 7 .81 crore in transfer .of funds to 
~he Tamil Nad1,1 Special Welfare fund. There was under-utilisation to the tune 
of Rs ·30.45 crore from the fund. · 

. . [Paragraph 9.5.10} 
... 

(iv) . No· account was rendered for prize amo.unts upto Rs.5000 
paid by agents .to the tune of.Rs.66.27 crore. . 

I 

{ Par.agraph, 9. 5.11 J 

. . 
C - Environment and Fo.-esr Depi\rtment . 

Failure of the District Forest Officer ~o demand interest from 
Tamil Nadu Forest Pl~ntalion Corp0ration has resulted in non-realisation of 
interest to the tune of Rs.15.66 crore. . , 

[Paragraph 9.6 J 
·, 

. Delay in raising demand ·by the Director of Fire Services on 
Tamil Nadu Electricity Board resulted in non-collection of Rs.3.58 crore. 

[Paragraph 9.7) ' 

xii 

·. 
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CHAPTER - 1 J 
. GENERAL . 
~~~~~~~~~~~~~~~~~~~~~~~~~~~ 

1.1 Trend of Revenue Receipts 

The ta:--: and non-ta:--: revenue raised by the Government or 
Tarn ii Nadu during the year 2000-200 I. the share or divisible Union ta:--:es and 
grants-in-a id received ll·om the Government or India during the year and the 
c.:orresronding figures for the rrec.:eding t\\ O years are given below: 

I 

I 

II 

lll 

IV 

* 

** 

2126-4 

(Rupees in crore) 
i. ,,., J: 

'J 1998-99 1999-2000 zooo-2001 

Reven ue raised by the 
State Govern ment 
(a) Ta:--: reve nue 9625.30 10918.93 12282.24 
(b) Non-la:--: revenue* 11 56.70 1356 .85 1710.78 

(I 128.00) ( 13 17.66) (1657.10) 

Total - I 
··.F'.i'. 

10782.00 · 12275.78 13993.02 
(10753.30) (12236.59) (13939.34) 

Rece irts from the 
Government or India 
(a) State's share of 2408.98 2667.00 2783 .75** 

divisible Union 
ta:--:es 

(b) Grants-in-aid I 069.85 1384.75 1539.89 
Total-Il 3478.83 4051.75 4323.64 
Total receipts of 
the State Government 14260.83 16327.53 18316.66 
1(1) + (11)1 (14232.13) (16288.3-') (18262.98) 
Percentage of I to Ill 76 75 76 

Figures in brackcls representing non-lax revenue incluJe reccipls rrom loltcrics net or 
expcndilllrc on prize 11 inning lickels . 

For dclails please sec Statement No. I I - Detailed J\ernunls o r Re\ cnue b) Minor 

I leads or the Fim11H.:l: J\t:CtllllllS or lh l: (imernnH:nl or Tamil Nadu fill' the )Car 
2!HHJ-200 I. Figures under the I lead ' ()()~I - Taxc~ on lm:11 111e other than Cmporuti11n 
Tax - Share or ncl prncced~ assigned Ill StalL'S hooked in the Financt: J\ccount!> unJer 

. J\ - Ta\ Re\ L'nue · h•ll e hem e.\cludt:d rrom re\ enue raised b) lhe Stale and indudcd 
in S1a1e·s share or di' isi blc Union taxes· in thi s Statement. 



. /11</it Neport 1Nen!1111e Ret·eip1.1·J.fiw the .rear e11Clet! 31 .\lurch :!fl()/ 

(i) The details of tax revenue rai sed during the year 2000-2001. 
along with the corresponding figures for the preceding two years. are given 
below. 

(R upccs 111 crore 

SI Heads of revenue 1998-1999 1999-2000 2000-2001 Percentage of 
No int•rcase (+) or 

· .. i I' ", . dcc1·ense (-)in . t' 
2000-2001 over . 1999-2000 

I . Sales Tax 6 11 2.94 7024.23 8197. 15 (+ ) 16.70 
') State Excise 1709.81 1833.70 1868.68 (+) 1.91 
.., 

Stamp Duty and 672.52 817.58 910.20 (+)11.33 J. 

Registration 
Fees 

4. Taxes on 518. 14 577.98 590.4-t (+ ) 2.16 
Vehicles 

5. Land Revenue 28.29 47.23 55 .72 (+ ) 17.98 
6. Taxes 0 11 38.53 17.78 5.23 (-)70.58 

Agricu ltu ra l 
lricome 

7. Taxes on 14 .18 11.47 11 .65 (+ ) 1.57 
Immovable 
Property other 
than 
Agricultural 
Land (Urban 
Land Tax) 

8. Others 530.89 588.96 643.17 (+) 9.20 
TOTAL ~, 9625.30 10918.93 12282.24 "' ~j 

Sales Tax: The increase (16 .70 per cent) was mainly due to 
increased rece ipts under 'Centra I Sales Tax Act' 

Agricultural Income Tax: The decrease (70.58 per cent) \vas 
due to low price of tea. 

The reasons for variations though cal led from other 
departments have not been received (October 200 I). 

2 



( '/wpler- 1 Gene ml 

(ii) The details o r non-tax rewnue realised during th e years 
1998-99 to 2000-200 I are given below: 

(Ru Jccs in crorc) 

SJ. Heads of 1998-1999 1999-2000 ~000-2001 Pcrccnt~ig.e ·o( ·.: 
No · · revenue 

I . 

~ 

J . 

4 . 

lnterc::.t i 

I Rece ipts. 'j 

! Oi v ~Jends and I 
l Prol1b 

Crop 
Husbandry 
Forestry and 
Wild lite 
Non-Ferrous 
Mining anJ 

i \ktallurgical 
I Ind ustric:--

64 .00 

101 .04 

J8X.74 H O.i7 

75.U h4.R'i 

130 08 131.18 

113 .25 395 .33 

iucreasc (+)or . 
decrease H in ' 

. 2000-2,t~O] _o~~r , 
J ~99:-2000 r. ~ 

(+) 13.23 

(-) l3 .66 

(+) 1.00 

(+ ) 249.08 

l
r-5-. -+-~-. d-L_K_a-t i-n1-1 .---i,--3-X-.~-9-+--44-.-8-6--+--5-1-. 7-)---+--(-+_) _1_9_.-82---i 

Sporh. Art +1 
und ( u~+-- ----+-----1---- -----l 
Othc1 I 
Rercipb I 

6 

(a) State 53 .62 124.41 121.66 (-) 2.21 
Lotteries 

(b) Others 417.03 4S0.38 503.82 (+) 4.88 

.TOTAL. . 11~6.70 1356.85 . _pl0.78 
--~---~-~~-~---~~~ 

Interest Receipts: The increase ( 13 .23 per cent) was mainly 
due to increased n:ccipts from dcpartment.11 com111ercial undertakings and 
local bodies . 

Non-Ferrous Mining and Metallurgical Industries: The 
increase (249.08 per cent) was nrninly due to increased receipts under Mineral 
Concession Fees. and royalties · received in aclvam.:e from Neyveli Lignite 
Corporation. 

The reasons for variations though called for from other 
departments have not been received (Octoher 200 I). 

2126-4a 



. I 11tli1 l<e;1cm f l<cT<' llll<' !<ecei;J/sJ.fiir 1he year l'//(led 3 I .011rch :!fill/ 

1.2 Variations between budget estimates and actuals 

The variations bct\veen budget estimates or revenue lo r the 
year 2000-200 I and actual rece ipts under the principal heads are given below:-

(R unccs m cron· 
SI Hcmls of Budget Actuals Variations Percentage 
No revenue cstinrnks increase(+) of variation 

decrease(-) excess(+) 
shortfall(-) 

I. Sales Ta\ 8015.00 8197.15 ( ·· ) 182.15 ( ' ) 2.27 

" Stale E\cise 2153.25 1868.68 ( -) 28-f.57 (-) 13 .22 -· .., Stamp Duty and 947.40 910.20 (-) 37.20 (-) 3.93 J. 

Rc!.!i slration Fees 
-1. Taxes on 655.23 590...+4 (-) 6-U9 (-) 9.89 

Vehicles 
5. Land Revenue 35.00 55.72 ( I ) 20.72 ( . ) 59.20 
6. Taxes on '"'10 /"\I' 

Jo.Vll 5.23 (-) 32.77 (-) 86.2-1 
Agricultural 
Income 

7. Taxes on I-LOO 11 .65 ( -) 
..., .., -
-.J) ( - ) 16.79 

lrnmovablc 
Proper!) other 
than gricultural 
Land (Urban 
Land Tax) 

8. Ta.\es and Duties 220.00 227.01 ( ·- ) 7.01 ( I ) 3.19 
on Electricity 

9. Interest Receipts. 369.03 4-10.17 ( ) 71.14 ( . ) 19.28 
Dividcnds & 
rro Ii ts 

JO. Non-ferrous 217.93 395.33 (-• ) 177.40 ( I ) 8 J.-10 
mining and 
Metallurgical 
industries 

I I. Crop ~I usbandrv 74.65 64 .87 (-) 9.78 (~) 13 . 1 () 
12 . Roads and 17.86 20.77 ( ' ) 2.91 ( I ) 16.29 

Brid!.!C>-
13. Major and 8.50 9.31 ( ) o.8 r ( t ) 9.53 

Mcuium 
lrri!.!ation 

1-1 . State 1.oncrics ,J77 .. <6.3 ~ 121.66 (-) 55.97 (-)31.50 



( ·1wp1a- I < il! 11er<il 

Interest Receipts: The increase ( 19.28 per cent) was rnainl) 
due to im:n:ased receipts from dcpartmental commercial undcrtakings and 
lm:al budics. 

Taxes on Agricultural Income: The decreasc (86.2-l pcr cent) 
was due to lo\\ price of tea and payment made to" ;.irds '"age settle1rn:nt. 

Land Rcvcn uc: The mcrease ( 59 .20 per cent) ''as duc to 
co llection or arrears. 

Mines and Minerals: The increase (81.40 per ccnt) was due to 
advance receipt of royalty paid b) eyveli Lignite Corporation for the next 
3 years. 

The reasons lc1r \'anat1un~ in respcd or other hcads though 
ca lled for from the State Gowrnrncnt hm c not been received (Octuber 200 I) . 

1.3 Cost of collection 

The gross collections in respect or rna.ior revenue receipts. 
expenditurc incurri.::d on their collection and the percentage or such 
e:-;penditure to gross co llections during the years I 998-99. 1999-2000 and 
2000-200 I along \Vith the rclcvant all India a\ erage percentage or expenditure 
on collection to gross collections for I 999-2000 are given below: 
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(Rupees in crore) 
SI. Heads of Year Gross Ex pen- Percentage All India 
No revenue collection ditnre on of ex pen- nyP.rage 

collec- diture to percentage . l: :,.,. r.: 1. ti on gross collcc- for the year 
ti on 1999-2000 

I. Sales Ta.\ 1998-1 l)l)l) 61 12.94 99.45 1.62 
1999-2()(){) 7024.23 I 02.02 1.45 1.56 
2000-200 I 8197.15 104 .88 1.28 

.., Stat.: l·: ,i:isi: 1998- 1 l)9l) 1709.8 1 15.55 O.~HJ 

I lJl)<J-2fHJO I 8JJ.70 20.J2 I. I I 3.31 
21Hl0-200 I I 8(i8.68 20. ')2 1.12 

' swrnr I )ut) I 'N8- I 999 672.52 53 .94 8.02 -'· 
and Ri:gis- I 9')')-2()()() 817 .58 55.44 6.78 4.62 
trati on Fi:i:s 2000-200 I 9 I 0.20 6 1. 19 6.72 

4. Taxes 011 I 1J98- I 'N9 518. 14 2 1.(i<) 4.19 
Vehicles 1999-20()0 577.98 26.29 4.55 J.56 

2000-200 I 590.44 26.70 4.52 

1.4 Arrears in assessments 

rhc details or assessment case in respect or Sales Tax. 
Agricu ltural Income Tax and Urban Land Tax pending at the beginning of the 
year. cases due for assessment during the year. cases disposed or during the 
year and number of cases pending finali sation at the end of the year 
2000-200 I. as rurni shed by the department are given below: 

SI. 1 leuds of Re\'enue Opening Cases due Cases Balance ut 
No Bidance for total finalisct.I the c·nd uf 

11ssc.~smc11t during the the year . 
during the year 

vear 
I Sales Tax 29075 139201 168276 143569 24707 
2 Agricultural 219 3993 4212 4104 108 

Income Tax 
3 Urban La nd Tax 31 11 694 3805 1021 2784 

1.5 Arrears of revenue 

As· on 31 March 200 I arrears of revenue pending collection 
under principal heads or revenue as reported by the departments arc as under: 
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('hap/er-/ GellL'l"lll 

-- - - - - -- ·--------·--r-------------~---------, 

SI. 
No 

I leads of 
r<.>venue 

Anenrs pending 
collcrtion 

Total !\lore 
tlrnn 5 
yen rs 
old 

Remnrks 

. 
-~----·-- ~~sin crorc) ' 

3 " 
5 

71 <J7.ll() ! 91 X.'J4 Out of the tlltal arrears or lb.7197.00 crnn.:. , 
demands a1nounti11g to R~.1790.4..J cn•rc 11cn.: 

I cm cn:d under Ren.: mu: Reem er) /\ct. I k111a11ds I 
j ,. amountin!.! to Rs. 1705 .00 crorc 11cn: sta,cd h' 

I
I I ligh cou1; and lllhcr :judicial autlh>ritics. 1\ ·~um ,;r ,. 

Rs.115.93 cr<ll'l' 1\lls ~la\ cd h\ (lll1 crnmcnt. 

I 
Rcclll cries amounting to R;.45.67.cron.: 11crc held j 
up due to rec ti liculio11/rc1·ic11 applications. I 

: • Rs.117 .(1 I crnrc ,·ould lllll hc n.:em crcd 011 account 

I 
I llf the a~Sl'SSL'l' S becoming insoll l'lll. /\ sum or I 

Rs . ..J I .too enirc 11as like!) to be 11 riltcn off and a 
! sum 1>r lb.2X(>'J .XO crorc 11 as under 1 arious stages 
I I or rceu1 Cl') . !\ sum or Rs.139.54 LTlJl'l' had since 

f.---i------+------+-1 ----~l_h_l'L_'1_1 _c_o_ll_cL_'l_c_d_(~/\-t~l~~'l_ls_·L_2_(_)(J_I_)_. __ 
1047.34 1 I 726.:W I Out or Lhc Lota! arrears or Rs.1047 . .l~ l'l'OI'~. a SUll\-1 

·' I Stamp 
I I Jut) and 

I 
I 
r 

l{cgis-
tration 
!'..:cs 
l 'rban 

---

I.and Tax 

302.X<> 

ur Rs. I XX .35 crorc 11·as covered undcr 
I i Rc1cnuc Rceo1·er) /\ct. lkmands amounting tll I 
I , Rs.327.13 crorc 11e1T sta)cd b) I ligh court and 1 

I I
I lllhcr judicial authorities . /\ sum ur Rs .0.118 ernrc I 

11as like!) lll be 11rittcn off. /\ SUlll or 1' 

Rs.531.23 crorc 11·as under 1 anous stages or 
I l'l'COl"er) . /\ sum or Rs.0.55 eron; had ~inec been I 
, eollcetcd ( /\ ugust '.WO I ). 

14. 11 1· Out 1>r the total arrears of Rs .302.8<1 cron: . . 

I demands amou11lin!.! t11 Rs .39.411 erore 11crc l 
- I 

i Rs.2<13.37 erorc 11ns under 1arious sL<Iges or 
_ _ .j_ r~eo_~r). ____ - - --·- ---·-·- ______ _ 

76. 11 I 

I em .:red under R..:1 cnue Reem Cl') i\ et. /\ sum or l I 

3 7. 70 <Jut or thc total arr..:ars of Rs. 76.1 I ernre. demands i 
amllunling tu Rs. 18.')2 crore 11en.: sta)cd h) I ligh 
court and othcr judicial autlmritics. Dcmands 

1 
amuunting to Rs. IJ.6X cron.: 11cre cm cn.:d b) stu) 

I 

I granted h) (io1 crn1m.:nt. /\ sum or Rs.2.4X cror..: 
I 11as sla) cu hy l'ri11eira1 cornmissioncr or 1.and ! 

I 
Rcfor111s . /\ sum or Rs.39 .20 ..:rorc \\US undcr I 
n1ri<>LIS stages llf rccmcr) . /\ sum of ! 

I 
Rs. 1.83 crorc had sincc been collcet..:d (/\ugust '1 

200 I ). . 



. I //(/ii Neporl rl?en•1111e Necei111sJ.f11r the rear e111/erl 3 I I lard1 !1111 I 

l l 3 4 5 
5 50.5(1 i 50.5(i Out nr the total arrears or Rs.50 .56 crorc. Jc111and~ I 

J State 

1 l·: .\L'isc I amounting to Rs. 13 .40 cro re 11-c1-c cm ·crcd under i 
I i Re\ L'nUL' Reco\ er) /\ct. Rs.7. I:l crorc 11crc sta~cd I I 

I 

I 
h~ ll igh court and 1llhcr judicial authmitics. 

i ! I k111ands amuunting tll Rs.0.33 lakh \\ Cl"C 

' I I I I held up due to rcctilication /rc\ ic11 application~. ' 
I 

R~ .-LH1 lakh could not be rccm crcd on account nr 
1 

I 
I thL' ~l~~l'~~l'l' bccn111in!.! insul\ cnl. /\ SUlll or 

I I I R~ . 5 . 17 crorc was likl'l~- tl1 hc 1Hitten olT. /\ su111 I 
I I or R~ . 2-UQ cnin.: 11as undcr 1arious stages or 
I I I .rcc111 en . 

--->-· I 1,1.x•TT (1. I. and ~ I l.0-1 I Out or till' total arrears or Rs. :W.04 crorc. a rrear~ 

Rei rnuc or Rs. I 0.88 cmrc 11 ere cm crcd h~ s ta~ gru nted b~ 
l ligh Court!< io1 crn111rnt and other judicial 
aut lrnritics. /\ SU111 or Rs. 13 .m crorc II US . 1 
under \ arious stages of l'l.'Cl>I Cl") and u SUlll ()I I 

lb.0.26 crorc 11as likely ttl he 11Tittcn off. /\ sum 
or Rs.5 .21 crnrc hau since bcrn collected 

,..._ __ -- (/\ U!.!.l!St 200 I ). 
7 I I a\c~ llll 3.0 I 

I 

2.07 Out or the total arrears or Rs . .1.0 I crorc demands 
I 1 chicle~ a111ounti ng to lb.2.20 crnrc 11 ere L'( l\ c1\.'d under 
I Rei cnuc Reem er) /\ct. Demands nr Rs .0. 18 crorc I ! 

II l'l'C sta~ cd b~ lligh Court and ut her ,iudici~il 

I autlwritics. /\ SUlll or Rs.o.:rn crnrc II as I ikch tu 
be 11Tittcn off. /\ sum or Rs.0.43 crnrc 11as u1~Jcr I 
various staucs o r l"l'COI cry. I 

Total 8706.92 1763.47 -;1 • .., .. •' ;1 ·-' 

1.6 Frauds and Evasion of tax 

The detail s of cases or frauds and evasion of taxes pending at 
the beginning or the year. number or cases detected by the departmenta l 
author ities (i ncluding internal audit). number or cases in wh ich assessmen ts/ 
in ves tigati ons were completed and add it ional demand (inc luding penalties etc) 
of taxes raised aga inst the assessees during the year and the number of cases 
pending fin ali .. ation at the end of March 200 I as furnished (October 200 I) by 
the Commercial Taxes Department arc gi en below: 
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fRu ices in norc) 
~N-11-tu-.-e-of_T,-11 \-. -~--c-·:a-!'t-~-pe-n-di_n_g_,...-__,,(i-am--=-de-t_ec_tt'd--:---.---:c=-a-!ICS---:-la-"-:. !1-:-k-.h-----r-:-:--< ·n5cs pt'nding 

us on during 2000-?00i 11MtSsmc11t/ invcitl- fim1lisatio11 as on 
JI .Marcia :?OOO g11tio11scompleted JI .\h1rcb 2001 

1Rd additional 
demaud Including 

nollv ctr. raised 

No. Amouut No. An1oun1 No. Amount No. Amount 

Saks Ta:--

'

li)l ·: 11Ji1n.:1:1m:nl .lliOOI JOCi. 16 57.t6 NF 71JXI NF 1865 NI· I 
\\ "ing 1 j 
(ii) :\d111 ini-

Q
·t ra ~'. \ I: \\" i 11 g _2_x_·1_J

1
J..J.1_2_t_H_1c_1._:i <_>_.__2_s_<'_-' __,_~_,.t_1_._"_' _.__1_.t_lJ_1i_.__ '_' _-'_

1
J_. x_s_..__·_l x_7_<_• ~' 2 I .t . 2 (l i 

NF - Not furnished 
·------------------------------" 

J.7 Refunds 

Details of amount refunded during the year 20{l0-200 I under 
certain heads of receipts as furni shed by the concerned departments are as 
follcm s: 

{ uuecs 111 rrore) 
SI. llc11ds ("!:aims out- oa1i11~ rect"i\•td Total Rdu11ds n111dl' Bala.er 
~o or . st:111di11g :at d11rini 1~ ynir duri111 tlle ,·rar oulstlllldiar, at ·· . ' 

Ren- tbl' begh1uing 
' 

llleftlduflk . 
11111! of the yftlr )'tal.' 

!"' \ 
,. 

' 
... •• .. ~' •'' 

' Na.. ,\-at No. A-1 No. • ""'-' No. A-r· N• "-•f . .. i 

I ' Sak' h' 1~4 51 (I} I ~711 1 7 70.lJ) •)11741 l~l lJX 4117)X -N'!X.\ : 61.XI (,I) 17 
·1 .. , I 

2 la'" ) (, 111 17 
I 

I'll (I I 2 I 2-17 11 1•1 I 197 :\(I I 11 lh 11113 
1\11 I 

\ 1. . .'lll· I 
I 

I I l i 
-..i.- dl':-0 I I 

-~~r-I 
111.l I 

'-- -·--
3 

I 
:\ g.11- 4 4 II 13 I 

I II I~ 

rnllrn·al 
I I lr h.:tlllll' i 

I ;" i i I 
4 

I 
I lrhan I 5 1111) I -I 1111~ llJ 11117 -' 11111 lh 11116 
land 

I I"' --
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.·l11di1 Report (Rel'enue Receipts) for the year e11ded 31 March 200 1 

1.8 Write-off and waiver of revenue 

Demands for Rs.5.10 crore were written off/waived during 
2000-200 I by competent authori ties as indicated below: 

SI. · Name of the department 
No. 

I. Commercial Taxes 1277 
2. Taxes on Vehicles 6 

- -· -----------+-------+----
Land Revenue ., 

.) . NF 
Total 

NF- Not furnished. 

1.9 Internal Audit 

The number of inspection reports/audit objections issued by the 
internal audit wing pending settlement as on 31 March 200 I were as under: 

I. 

2. 

Sales Tax (including 
Entertainments Tax, 
Bettin , Tax, etc.) 
Taxes on vehicles 34 

- - - -- -----+ ------
3. Mines and Minerals 
4. Aoricultural Income Tax --- - ---·-----
5. Taxes and Duties on 

Electric it 
6. Stamp Duty and 

Re Yistration Fees 
7. State Excise 
8. Urban Land Tax 

NF - Not furnished. 

65 --
NF --------
225 

1271 

106 
NF 

to 

18972 

593 0.36 
727 364.43 ---- -----··---
443 5.69 - -------- ----- --· 
1005 0.01 

8286 2.9 1 

1022 0.02 
NF NF 



Chap/er- / General 

Test-check of the records of Sales Tax. State Excise, 
Agricultural Income Tax, Land Revenue, Urban Land Tax, Taxes on Vehicles, 
Other Tax Receipts and Mines and Minerals under Non-Tax Receipts 
conducted during the year 2000-200 I revealed under-assessment/short-levy/ 
loss of revenue amounting to Rs . 962.63 crore in 4228 cases . . During the 
course of the year 2000-200 I, the concerned departments accepted under
assessments, etc. of Rs.3.03 crore invo lved in 639 cases, of which 328 cases 
involving Rs.74.03 lakh had been pointed out in audit during 2000-200 I and 
the rest in earlier years. Of these, the department recovered Rs.1.31 crore in 
50 I cases. 

This report contains 28 paragraphs including 4 reviews 
involving Rs.668.90 crore. The departrilent/Government have accepted audit 
observations involving Rs.1 .69 crore. Of this, a sum of Rs.42.75 lakh has 
been recovered (October 200 I). Audit observations with total revenue effect 
of Rs.647 .29 crore in 5621 cases were not accepted by the departments/ 
Government. but their contentions have been found at variance with facts and 
legal position and these have been. appropriately commented upon in the 
relevant paragraphs. No reply has been received in the remaining cases 
(October 200 I) . 

... . 11 

Audit observations on incorrect assessments, short-levy of 
taxes, duties, fees, etc ., as also defects in the maintenance of initial records 
noticed during audit and not settled on the spot are communicated to the . 
Heads of Offices and other departmental authorities through inspection 
reports. Serious financial irregularities are reported to the Heads of 
Departments concerned and the Government. The Heads of Offices are 
required to furnish replies to the inspection reports through their respective 
Heads of Departments within a period ot'two months. 

11 
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(i) The number of inspection reports anJ audit observations 
relating to revenue receipts issued upto 31 December 2000. "' hich \\ere 
pcnding scttlemcnt by the departments as on 30 .lune 200 I. along "ith 
curn:sponding ligures for the preceding two years. arc given bcln\\ : 

Number or inspection reports pending 
settlement 
Number of outstandinc audit observations 
Amount or revenue involved (Ru ces in crorc) 

4084 

I :'i 163 
327.54 

2000 2001 

41 00 4754 

15579 17974 
386.98 633 .98 

(ii) Revenue-wise break-up of the inspeqion reports and audit 
observations outstanding as on 30 June 200 I is given below: 

Numbe.rof Amount .Earliest 

outstandin iovoh'ed year to 

inspection '.:t Audit (Rupees \vtaich 
in crorc) 

,., 
' Reports Obscr- reports 

vatious rchatc 

I. Sales Tax 2263 12364 447.82 1984-85 
2. Stamp Duty and 997 2061 14. 11 1982-83 

Renistration Fees 
... Land Revenue 486 1310 35.67 1988-89 .) . 
4. Taxes on Vehicles 263 504 21.88 1983-84 
5. State Excisc 155 307 27.42 1986-87 
6. Taxes on 76 251 9.56 1984-85 

J\crk:uhurnl 1111.:omc 
7. Mines and Minerals 144 411 60.86 1989-90 
8. Urban Land Tax 207 545 8.11 1983-84 
9. Elcctricitv Out 52 84 5.75 1986-87 
10. I '. ntcrtainmcnts Tax 67 76 2.55 1992-93 
11. Luxur · Tax 34 41 0.16 1994-95 

Bettin!.! Tax 0.09 1991-92 

The matter was brought lo the notice of the Government 
· (October 2001 ). 

t~ 
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l.12 Follow-up on Audit Reports 

With a vie\\ to ensuring accountability or the executive in 
resrcct or all the issues dealt "ith in Audit Reports. the Public Accounts 
Committee (PAC) directed that the <.krartment should furnish 
remedial /corrective Action Taken Notes (!\TN) on all raragraphs contained 
therein \\ithin the prescribed time frame . 

I lm\ever. a revie'" of outstanding ATNs as or 31 March 200 I 
on paragraphs included in the Report or the Comptroller and Auditor (icneral 
or India. Revenue Receipts. flovernment of Tamil Nadu. disclosed that fi.1r 
731 recomn11.:ndations pertaining to -l5:' audit paragraphs the <.kpartments had 
not subm illed remedial l\lNs. Out nf the 73 I recommendations pending, in 
respect or -l63 recommendations. l\TNs \\ere not submilled by the department 
even once. 

Further. PAC has also laid down that necessary explanatory 
notes ror those issues mentioned in the audit report should be furnished tll 
Comrnillee "ithin a maximum period ur tlm:e months from the date or placing 
or the Reports bcli.ire Legislature. Though the Audit Reports for thc )Car 
1997-98 and 1998-99 "ere placed before the Legislative l\ssemhl) in April 
1999 and May 2000 the depart1111:nts arc yet to submit Explanatory Notes for 
46 paragraphs ( induding 3 re vie" s) includcd in these reports. 

J..13 Response of the department/Government to Draft Audit 
Paragraphs 

Government (Finance Department) issued direction 
(April 1952) to all dcpartn11.:nts to send their response to the Drali Audit 
Paragraph proposed for inclusion in the Report or the Comptroller anti Auditor 
General or India "ithin six \\eeks. The Drall Paragraphs arc alwa~s 

forwarded lo the Se'-'.rctarics or the COIH.:crned departments through 
Demi-Official lcllers dnm ing their allention to the audit findings and 
requesting them to send their response within six weeks. The fi.1et of non
receipt or replies from the departments arc invariably indicated at the end or 
each sud1 Paragraphs included in 1h1: Audit Report. · 



.·ludil Reporl (Rerenue Receip1.1)for 1he year ended JI .\larch 2001 

47 Draft Paragraphs (including 4 reviews) proposed to be 
included in the Report of the Comptro ller and Auditor General of India for the 
year ended March 200 I were forwarded to the Secretaries of the respective 
departments during April-A ugust 200 I through Demi~ Official letters. 

The Secretaries of the departments did not send rep lies to 
40 Draft Paragraphs (inc lud ing 4 reviews) in non-compliance to above 
instructions of the Government. These Paragraphs have been included in this 
Report without the response of the Secretaries of the departments 

14 



2.1 Results of Audit 

Test check of records in the office of the Commercial Tax 
department conducted from April 2000 to March 200 I revealed under 
assessments/non- levy of tax etc., amounting to Rs.9906.40 lakh in 2122 cases 
which broad ly fall under the fo llowing categories. 

SI Categories No. of Amount 
No cases s. in lakb 
I Incorrect grant or exemption 451 5504.88 

------
2 Application of Incorrect rate of tax 770 2228.43 

3 Incorrect computation of taxable turnover 154 266.43 

4 Non- levy of pena lty 410 I 004.52 
---- ~- --- --- ---

5 Non-levy of Surcharge, Additional 59 151.0 I 
Surchar e and Additional Sales Tax 

6 Other irregularities 278 751.13 

·TOTAL 2122 9906.40 

During the course of the year 2000-200 I. the department 
accepted under-assessments etc .. amounting to Rs.2 14.53 lakh in 489 cases of 
which 307 cases amounting to Rs. 71 . 77 lakh were pointed out during the year 
2000-200 I and the rest in earlier years. Of these. department recovered 
Rs.85.3 1 lakh. 

A few illustrative cases involving a financial effect of 
Rs.669.96 lakh are mentioned in the following paragraphs: 

15 
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2.2. Incorrect grant of exemption from t:1x 

The Tam il Nadu (ic111.: ra l Saks Tu.\. /\1.:1. 1959 ( I' < iST) 
provide li.1r c.\.cmption of sales tax tn certain w mmodities listed in the third 
schcduk 111 the !\ct. 

l indcr lhc Central Saks Ta.\. /\c t. I 9)6 (CST) lasl sale ur 
purchase preceding the sale occasioning the e.\.plll't nuts idc India is dcemcJ tt1 
be a sak in the course of t:Xp\lrt and exempted from ta:x . subject to the 
cond ition that the goods exported should he same as that purchased as per 
agreement. 

In 1.1 assL·ssmcnt ci rcles. exempt ions \\ ere incorn:c tl~ granted 
to I J dcakrs n11 the turnover tit" Rs. 775 .3 1 lakh dur ing thl' ) cars fr\l m t l)tJ3-9-I 
to .1998-99 rl'sttlting in non -k v~ or ta.\. ( ind uding surchargl'. addi tional 
surcharge anJ add itional sales 1'1\) amounting to Rs.80.-11 lakh as LIL·taibl 
bclo\\ : 

~-
- · -----

R;,;1a rii:~ ---1 l\11me llf \'ear of T11x Nature of Amount 
the ltS.~l'SS- tnms- 11hle irrc<,:ulurity ufT:ix 

(R~>ecs in h1kh) 

I lllClll 11ctio11~ I I urn 
I drclc/ :'<l o. (i\1011th of un~r i 
I of 1lc;1lers llSSl'SS-

I men ts) 
! I 2 3 -4 ~ 6 7 ·----- ~ --· ··-----I :\da) .1r-I. I 'N-1-'J~ ·'6 1 (1 ~ 'i .1k· p f l'l'.I\\ II -lll .h-1 rh.: dt:par1111.:111 r.:p lic·d 

. \ nna- f :'\1 n .:mht:r I , hrimp wc·d.; Iha! as p.:r lht: I 
I salai -111. I ' l')'Jl \\a~ j llll llTl..'c'l I) dari fi,· ~11j,111 j,,111..'d I 

Saidapc'I. 1.'J'J.h-''7 t:\t:lllplt:d l.lttl) I 1J1).J I b) I hl· I kad 
I 

! I . 
s :1li- 11 ·d >ru.1r) l fl'i llirtµ lhl'lll i b 111' lhc· l kpan111.:111 
<,! 1';111101111 l1>1JX1 ":a ti111d. l'ra 11 11 Shrimp 'C't:ds 
and I •J•J -'JX llt:ll' t:\c'lllpl fr11111 la\ I Si,akasi· IV (Sq 11c·111hcT 'I he· rq>I) j, 11111 1t: 11 ;1hk i 
I Fi\t:). I 111)1). si nl't: lh.: rt:k\ anl t:tllr) ' h·hruar~ fonds 11111) I , .. ,., l...'ni ~1,,.·a 

21H KI. and 1101 , ... a Ii •o<I s.:.:ds. 
I <k1nht:r I 

' 201HI ) 
I 

I 'NX-1J1J I 
I Ja1111ar) ' I 

______J_ 211111) I 
---~------ ----- --
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2 
Gandhi
puram 
(Coim
batore) 
(One) 

Yclm1di
palayam 
(Coim
batore). 
Thuckalay 
and 
Ciandhi 
Markel 
(Trid1y). 
(Thm:) 

Yclachcr) . 
Egmorc-1 
and 
(iudalon:. 
(Tim:.:) 

3 
1997-98 
(April 
1999) 

1998-99 
(October 

1999) 

1994-95 
(Decem

ber 
19'16) 

1995-96 
(Mav 
1997) 

4 5 
183.98 Sale of pick up/ 

delivery vans were 
incorrectly exempted 
from tax as second 
sales on the ground 
that the chassis and 
the bodies huilt on 
them had alrcad) 
sufll:red tax 
senaratclv. 

I 01.62 Inter-Stale Sale or 
Wheat Bran made 
allcr 7 September 
1998 II as incrnTectly 
exempted as 
gem:rally cxcmpted 
goods and sale or 
Braided cords was 
inwrrectly omitted to 
be assessed treating 
them as goods falling 
under tht: Third 
Schcdule. 

74 .87 Sale of Engineering 
goods wcr.: 
incorrectly cxempte<l 
as export to Nepal 
without any 
<loc11111entary 
evidence. Sak of 
Herbal Shampoo was 
incorrccll) e.\cmpted 
at the second sale 
point an<l . sale or 
wlke sci:<ls was 
incorn:ctl) c\cmpted 
as cxprn1 sales un<ler 
Section 5(3) or the 
Central Saks Tax 
/\cl. 1956 even 
though the <lates or 
purchascs from the 
asscssce and sale by 
the exporter preceded 
the <late or purchase 
nrder or lhc liwcign 
bU\CI'. 
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Chapter-2 Sales Tax 

6 7 
14. 72 This was pointed out to 

thc dcpartment (November 
2000) and to Government 
(March 200 I): their 
rep I ies have not been 
received (September 
2001). 

I I .17 The department contended 
(.lune 2000) that Wheat 
Bran was exempt from 
5 Murch 1997 and as per 

Judicial Decision (80 STC 
I 08) Wheat Bran was a 
cattle ll:ed. The repl) is 
not tenable since (i) the 
exemption granted on 
Wheat Bran became 
wnditional aller the 
amendment of the Entr) 
with elli:ct from 
8 Scptemher 1998 and (ii) 
the judgment quoted b~ 

the dcpmtmenl is prior lo 
this amendment and hence 
not applicahlc to the 
instant case. 
Replies in respect of other 
cases have not heen 
received (September 
2001) 

9.57 The depart1m:nt rcviscd 
the asscssmcnts in two 
cases (Ma) I 99W Man:h 
:WOO) and raised 
additional demands for 
Rs.6.80 lakh . The 
department in one case 
( Egmorc-1) stated (.I unc 
2000) that action was 
being taken under 
Rcvcnu.: Recovery Act. 
Th.: R.:port on recovery 
( Vclachcry) and reply 111 

r.:spcct 0 f other case has 
not been n:ceivcd so for 
(.lune 2001). 



I 
I 

I 

I 
i 
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I 

L 

. I lf(/it Ne port (l<ere1111e l?eceiptsJ./(w the ·' '.l'il/' l'llcled 31 \lal'Ch :!()()I 

l 2 J I 4 5 6 7 
5 K111hith11rai I 'JlJ~-')-1 I s:u 1 Inter-Stat..: purd1ase -1 .31 The di.:part1m:11t 

(()11..:J ( l'd1ruar) I of' ( 'ash..: 11 llllt II ith n.:' i".:d thi.: aSSL':-.S-

19%) I slu.:11. pun.:hased from n11.:nt ( . l a1111ar~ I lJlJ'J) 
I 

I 
unrcgistcri.:J Jeakrs and stat..:d that action 

I anJ intcr->tatc \\aS h...:inµ. taken [II 

I branch transli.:r \\l~ I\..' rL't'll\ ..:r thi.: ;1rn.:;1 rs 
I incorr..:t:tl~ c'cmptcd under the R..:\ ..:nue 

I 
11 ithout an~ R..:eo\ er~ ,\ ..:t. I 
Jorn 1m: ntar~ j I C\ idenn~ . 

TOTAL I 775.31 80.41 

The mailer was reported (.l anuary/Man.: h//\pril 200 I) to the 
Clovcrnment and fo lkm cd up with n:mindcr ( ugust 200 1). llO\\ evcr in spite 
or such efforts no reply was received (October 200 I). 

2.3 Application of Incorrect rate of tax 

Under th e provis ions or the T GST Act. tax is lcv iablc on the 
sa le or purchase as the case may be at the rates men tioned in the relevant 
schedu les to the /\ct. 

In nine assessment circles, tax was levied short. on tu rnover of 
Rs. I 534. 74 lakh in vo lving nine deale rs during the yea rs rrom I 990-9 I to 
1998-99 due to appf icati on of incorrect rate or tax. The total short k vy or tax 
in these cases \\ Orked out to Rs.6 I .72 lakh (i nclus ive or surcharge. add itional 
surcharge and additional sa les tax) as detailed below: 

18 



"9-9M 

61 

~-

( 1rMJ<: .iun rf 

T p:>.\l;'IJ;IJ u,1,1q JOU Sl?I( 

;\SID J:ll(JO JO p;x(S;>J lll \(d:>}( 

"i~IJOSS;'l.'l:ll! JOIOW lll,1lj) ;'l~l?UI 

1ou ppw" sJ:>(t?:ip ;1pqmuo1nn 

I 01 :>(US pun spuua (l?:ll.IP:>p 

:>JI? S:l(<(l?J 0111n ll?l(l Oft J.l.S XX 

UI p:>und.lJ UllCI,) qil111 'l?J(11?JN 

.1111 \q 111:>1u:>iip11f :i~ 1 !:i:i<ls :>Lp _10 

\\,11,\ Ill ,ll'!Ull:>l JOU SI \ (CbJ :lll.I. 

\1110 \11:>1JP.'I" .10 uo11d11111suo:i 

JO un11nq111s1p 'UO!'\SIUl"lll!ll 

llOl)l!J,1ll ,lfl Lill\\ lltllJ:',1lllHl:'I I Ill p:>sn s.11q1?:i ,lJl? :I IJl?,I .I" ·;ip S.'(ljl?.l (6661 

XI \ .1111.1 111 p.1un11u:>u1 ':>141:.1 J.1111<.ltun.) .1u11r > I lllJ.11 .11(1 ll?l(I <:1" .1.1 s L 11 J'lll? 66•8661 
Lii p:>1111d.11 ll01'\1.1,1p 1m:i1p11f /\.I_ J'lll? I 
"'11 j,'"ld "'! 11 ?1(1 P·'l'" ·'IUll.l ·s:i1q1::i (8661 
"illl;'\)I .... ~.1q1 .111 ..;.11J~)'\o,,;,1 ,1Jt! 0111y J:>qu1J.\ON) (0\\.( . 

pim suml ": .11q1:":1 ,1J1: ,J,1 111d t 'Slll:lUI 8o·L661 ( Jl?UU:>li.) 

·lllll, )IS,\ (J'·'(lljlllllOllll? JllJ <: 'II -llJl' lll 18661 Ull?JlO) 

\(.l\ ISll( .1'.' 1'-"11 '·'ll]l?.l ·''II ll?l(l 'II N (l?.llSllli'J :>unf) ·Jl?.\llllU/I 

111:>1uu1:d,1p ·''II .10 1u1od \\,,1.\ t II · ..;.1:1trn (\)fl L lJ I pu1: 

·'' '' ( 11111<: 
\J1:11Jq:>: I) ;iu!SJnpu:> x <:1 - qt.lily n1t.ln) l·l(l?lPd 

:>(ll(\\ lll ,lLllUJ,1,\0!) ,lll.I._ OX ti II -~ , ____ !L!!.i_ __ ..:_~<~ L6·9MI '--------------
·I? \ll}( 

'------ --- L 

p:> \l;l:l,lJ U:>:>q Jilli Sl!I( I .lSl?:l l:>Lll<l JO p,'<IS,lJ Ill \(lb~ 

p;ip,111m O'(I? SI~\\ l(.lll(.\\ l(~l?( I LI 'C: S}I JO I jllll?Ul:>p 1nuo111ppn 

p.1s11u put: lll:'IUISS:t"iSC 

:11(1 166(>1 ,\1:1-IJ) p:>Sl.\,lJ 

1u.1u11.11?d.1p ·''II umunpul?J\! 

I" ·'"?.1 "'II ti( J.l l(JI?:> ·' llJl?(ll! \I! ' 
llll l SI!\\ ,1 )1?J ll!lHH S'\.1:llll\:'I 

·'l(l 11!1(1 ,,l\OJd uo111:.iu1tt'll I 
\4 l)IMJL (Udy I UIOJJ I p.lJlll?Jii l .) ' IN) llOIJl?JOdJO.l I ! 
,)Jllliil"f q .1n\:>N pun (IHN.l l 

I jlJl?Olf \11:iu1.1:i1:1 npt?N (ILllt?.I . 

01 (Ill J:>UUOJSUUJl JO :> (l?S 110 

Xl?l JO :>Jl?J Ill un1pnp.1.1 (II) jllll? 

pnoii (l?-'1.11 .l;\(;\ lll? JO \JOS,;1.l:ll? 

JO 1u:>uodum.1 I? Sl? .IOU 

puufi Jl!.1U) .1,1F' lll? SI! p:ipJt:fi.,J 

,1q J,llpl:>U Lii!;\ flO J,lUIJlllSUUJl 

111 :'l'illl!.1,)4 :i141:1d.1.1:i1? ((>66 1 (·':>JI( (.I 

IOU Sl! \\ \11.bJ :>l(.I. :'IH!J :'IUl l!ll l"'ni1ny) (;>.1011:q 

ll!UOIS S:"l.)llll.1 :>l(l Jiii :>141;iq;1 pu1:Jq (XI>~ t ·Jlllll.)l 

,1J\~ l.'.'IJ,1lll flll1! J,1UUOJ~lll!J\ . :II\ 1: J,1pun J:>\p:) !WO}! 

poofi ll!."llJ) .1:'1j:l lit! JO \JOSS;'l;l:'ll! p(OS ;\;IL(!) 66-8661 !l(Sl:Ul\Y 

/ lU:'IUOdUI0.1 I? 'ii JIU J:'llllJO.fSlll!Jl put? S:>IJJO( (('66 1 \lllfl pue 

JLJ;>llJIJl?d;>(I ·'Lil _Ill pt?,l( I :>41 JO 01 II JO iiUI Sl? :'l ' I lff.-L66 I Ull?U 

l<llllli: tpJl?l/\J) 110111?.1uunp ;1q1 'II 'II ·110 ( 9661 -t?put?N 

1;id SI? ' (l:>dJt?ljlllll (.) ll!l(I (ll!M)i: ~ 8 J,lUIJO( 1udv) ·pd 

1"1i1nv l 1'·'11'-'·'' 1u.1u1111:d.1p ·'LI.I. Ill t·l' t "JI I {l).! (ft ·'lll!J.1. ~6-tM>l -11:1pu11.1. I 

6 8 L 9 \; t f z I 
•1q11J 

(I>!( ·!( · 

·""" -<ldy I 

' 
$.JU~UIS~~~'lt "'-'<lllt.lpJO 

"'!JCUlJ}t SUOfJJI JO 411101\1 '01'J/ OJ>J!.) 

" ~·;; .~: 11>1,u1 (%111) J;).\0 -m~..1.1 /UOJJJU 'U3W 

•JOl(I ~UJ, JO Jlnlf • WO,l f'pooX -SUft.IJ -s.,••V ••II Olli 
JUllOIU'\t" >l•te>•.l JO•WllN JOJtf3,\ JO •m•N 'IS 

tpft?f ll! sa;,<.ln}I) 

l'll/ . . \'il/JJS [-.f;Jfl //11/,) 



Audit Report (Revenue Receipts) for the year ended 31 March 200 1 

I 2 .. J 4 5 6 7 8 9 
3 Tam- 1990-91 Elcctri- 909.31 14.5 13.5 12.91. The department revised the 

~aram- 1. LO cal 16.9 15.9 assessments (May/June 
IKovi l- 1'>93-94 goods. 8 4 A ugust 2000) in three cases 
palli- 1. (November Ribbed II 4 (Tambaram-1. Tondiarpct and 
(rode 1991 . Tar 3 12 Kovilpalli) and raised 
Rura l ) Nov.:mber Steel and and additional demand for 
and 1'>92) (RTS) 12 3 Rs.11.91 lakh Oll i or which 
J'ond iarpci 1995-96 Grills. Rs .9.75 lakh (Tambaram-1 
Chennai) (December Red and Tond iarpcl) has been 
Four) 1999. Gravel co l lcc1ed. The department in 

February and the other case contended 
2000) Lurbri- (November 2000) that as rcr 
1996-97 eating the clarilication (March 19'>7) 

(al'ler Oil or I lead or Departmelll red 
l fl .7.96) grnvel is La~able as blue meta.I 
(September under entry 7 u or First 
1999) Schedule LO the Acl. The 
and reply is not 1cm1ble since 
1997-98 (i) red gravel has been 
(October brought under spccilicd entry 
1999) vi7. .. Entry 63 of Part B with 

effect from I April 1999. 
(ii ) Red gravel is not blue 
metal as evidenced from 
separate entries for them in 
the schedule. 

TOTAL <( . I 15.14.74 61.72 -,;,· ~'-

The matter was reported (November/December 2000 and 
January 200 I) to the Government and followed up with reminder 
(August 200 I ). However in spite of such efforts no rep ly was rece ived 
(October 200 I). 

Under the TNGST Act, an assessing authority may at any time 
within five years from the date of any order passed by it, rectify, any error 
apparent on the face of the record. This provision applies to Central Sales Tax 
Act, 1956 also. 

In three assessment circles, the tax due in respect of 4 dealers 
for the years 1994-95, 1997-98 and 1998-99 was incorrectly worked out as 
Rs.56.54 lakh instead of the correct amount of Rs.23 1.16 lakh resulting in 
short demand of Rs.174.62 lakh and consequent short levy of penalty of 
Rs.260.74 lakh as detailed below: 
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Chapter-2 Sales Tax 

(Rupees in lakh) 
SI. Name orthc Tax due Tai Penalty ., )enalty > "'' " Short levv. ·r ", .. ~~ 
No, assessment le\'ied levillble' leyied · ~ 1)t. Penalty Total v ~'. 

circ;IC: ' , ,.,, :' ... ~ >"·+' ,. ·• " 
~'. . ~·· ~ '" , ' ·""" 

I Bodinai- 135 .92 13 .59 201 .30 17.81 122.33 183.49 305.82* 
kanur 

2 Bodinai- 88.80 38.80 133 .05 58.05 50.00 75.00 125.00** 
ku1iur 

3 M) larorc 5.0 1 4 .01 6.26 4.01 1.00 2.25 3.25 

4 l'cddu- 1.43 0. 14 1.29 1.29 - - -
naikanpct 
(South) 

.Total·~ ;i; 231.16' ' Sl).~4 ;. 340~61, 79.87,. rri14.62 ' 260.74 4J5.J~ :" ,, h • ..> '. . . ~ t~ ,..,, " •t_ . .... 
* Mis Saninya Traders, CST 137717194-95 

** Mis Surva Ae:encies, CST 137756194-95 

On this being pointed out (October 2000 and January/ 
February 200 I) the department in one case (Peddunaikenpet-South) revised 
(January 200 I) the assessment and raised an additional demand for 
Rs.1.29 lakh. The demand is uncollectable as the whereabouts of the dealer is 
not known. Reply in respect of other cases has not been received (October 
2001 ). 

The matter was reported (March 200 I) to the Government and 
followed up with reminder (August 200 I). However in spite of such efforts no 
reply was received (October 200 I). 

Under the TNGST Act, the taxable turnover of a dealer is 
determined on the basis of sales turnover shown in the returns after allowing 
permissible deductions. The sales tax is leviable at the rates prescribed on the 
taxable turnover so determined. In addition, surcharge. additional surcharge, 
additional sales tax and penalty, if any. are also leviable as per the provisions 
of the Acts. 

In five assessment circles, the taxable turnovers amounting to 
Rs.507.46 lakh in respect of six dealers during the years 1995-96, I 997-98 and 
I 998-99 were incorrectly omitted from levy of tax. This had resulted in 
short-levy oftax amounting to Rs.30.10 lakh (inclusive of penalty) as detailed 
below: 
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. / lllli I Uc!p1wt (Ne! 1·e1111c! l?ecc!i/lf.1) jvr the r ear ended 3 I. I lure h 200 I 

(Rupees in lakh 
SI Name of Year of Nature of Amount Remark..~ 

.No the trans- irregularity ~ of Tax , 

assessment action . . 
circle (No . .of ·-.. 

deniers -. 
I 2 3 4 5 6 

I Sivnkusi-IY 1995-96 Sale or I llJl'I'. sacks 
I 

13.66 The department re,·ised 
(1 \10) for Rs .276 .82 lakh 

I 
I (Nmemhcr 2000) the 

"as errnncous l~ 

I 
assessment and raised 

om i ttcd to he assessed additional d..:mand li1r 
to lax . 

I 
Rs. IJ .66 lakh. th..: 
rn ll..:ction particulars or 

I 
which hm..: not hcen 
rcc..: i' ed (Octoh..:r 200 I). 

>--
1 Km ilpatti-1 1995-% While linalising th..: <J.:l6 l'h..: depanm.:nt rC\ i~cd 

and 1997-lJX ass..:ssm..:nl has..:d 011 (Man:h 2000/1001 ) th<.: 
Nag..:rrnil (T\\'O) check post n:cords. assessments and ra ised 
(Rural ) the sale or handmade additional demand or 

mah:h..:s or Rs.60.74 whid1 Rs. 1.08 lakh \\i.lS 

lakh made at the rn llccted in 0111.: case 
hranch oflicc and ( Nagerrni 1-Rurn l ). Ill: port 
lllrllll\'er or Food and nn cnlledion in respect of' 
Drinks amounting tn th..: oth..:r case has not bccn 
Rs.36.73 lakh or a r..:cci\ cd so for (<ktoh..:r 
1 lotel (\\hich I 200 1 ). 
r..:maim:d a Star I lotd 

I 
til l IJ Scptcmher 
19lJ7) \\'en: omittcd to 
hc assessed tu tax. 

3 Kilpauk 1997-<JX Th..: escalation charges 7.08 This "as pointed oul to 
(Chcnnni ) 1998-99 or Rs.108.10 lakh the dcpanmcnl (Cktnh..:r/ 
and (T\\ o) received !Im ards Nr" ember 2000): th..:ir 
1\11~ laporc supply ur concrete rep I ~ has not been 
(Chennai) sleepcrs tu Rail\\'ays 

I 
rcc..:i' cd ( Octohcr 200 I). 

and n.:1.:cipts to\\'ards 

I 
th..: sa lc or DI' I'll I 
lit:ensc amounting In I 

I Rs.25.07 lak h I \\Cn.: 
omitted to he 
rcckoned for lc\y or 
tax. --

TOTAL ''. 30.10 J .[ \. .. ~ ,, 

The matter was reported (January and J unt: 200 I) to the 
Government and followed up with remindt:r (August 200 I) . Hov.ever in sp ite 
of such efforts no reply was received (October 200 I) . 
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Chapter-] Salt's fox 

2.6 Affording of excess credit 

As per Section~( I) of tht: Tami l Nadu Tax on Entry or Motor 
Vehicles into Loca l Areas Act. 1990. the tax payable under TNGST Act on 
sale or motor vehicks by any dealer sha ll be reduced to the extent of Entry tax 
paid hy them on such motor veh iclcs. 

In live 1 assessmen t c ircles. the entry tax/sales tax paid b) tive 
c.Jealcrs !'or the years 1994-95 to 1996-97 and 1998-99 was incorrectly taken as 
Rs.139. 15 lakh against the ac tual payment of Rs. 123 .17 lakh. 

These mistakes resulted in a lfording of excess crec.Jit 
aggregating Rs. 15 .98 lakh besides non-lev) of penalty of Rs.2.34 lakh in one 
case (Krishnagiri) for shnrt pa)ment of tax . 

On this being pointed ou t (bet\\een September 1998 and 
.January 200 I). the department revised (bet\\ crn November 1999 and February 
200 I) the assessment in four cases except Namakkal Tm' n and rai sed an 
additional demand for Rs. 15.58 lakh (including penalty) of which Rs.9.82 lakh 
has been co l lccted in three cases ( betv.ieen .January 2000 and fonuary 200 I ) 
The collection particulars in respect o r one case (Krishnagiri) and reply in 
respect or amakka l-To\\ n have not been received (October 200 I). 

The matter was reported (December 2000) to the Government 
and fo ll owed up \\ ith reminder (August 200 I). However in spite of such 
effo rts no repl) \\as received (October 2001). 

2. 7. Non-levy of tax 

As per Lntr) 5(a) of Part C or the First Schedule to the Tamil 
adu Gem:ral Saks TLJx /\ct. 1959. Cashewnut with shell is taxable at the rate 

of fi ve per cent at the point of first purchase in the State. 

t\ ruppuk nllai. ( ·hllkkikulam. Krishnagiri. Na makkal ( ·10\111 l and ! ungamhal..kam 

({ 'hc1111a i }. 
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..tudit Report (Revenue Receipts) for the year ended 31March2001 

In Kuzhithurai Assessment Circle, purchases of Cashewnuts 
with shell from unregistered dea lers amounting to Rs.86.37 lakh made by a 
dealer during 1993-94 was omitted to be assessed to tax. This had resulted in 
non-levy of tax of Rs.6 .11 lakh (including surcharge and additional sales tax). 

On this being pointed (December 1996) the department revised 
(March 1999) the assessment and raised additional demand fo r Rs .6. 11 lakh. 
Report on recovery has not been received (October 200 I). 

The matter was reported (May 200 I) to the Government and 
followed up with reminder (August 200 I) . However in sp ite of such efforts no 
reply was received (October 200 I). 

2.8 Non-levy of IleD?lty 

Under the provisions of the Tamil Nadu General Sales Tax Act, 
1959, if the return filed by a dealer is found to be incorrect or incomplete. the 
assessing authority shall assess the dealer on best judgment basis. In addition, 
it may also levy penalty depending on the percentage of difference between 
the tax assessed and the tax paid as per the returns. 

In Vadapalani and Triplicane-1 assessment circles, Chennai, fo r 
short payment of tax (including surcharge and additional surcharge) by two 
dealers during the years 1995-96 and 1996-97. penalty though leviable was not 
levied. Th is had resulted in non-levy of penalty amou nting to Rs.27.69 lak h. 

On this being pointed out (J uly 1999/March 200 I) the 
department lev ied (November 1999/July 200 I) the penalty of Rs.27.69 lakh. 
The department (Yadapalani-1) further stated (January 200 I ) that action was 
being taken under Revenue Recovery Act to recover the arrears. The 
Government to whom the case (Triplicane-1) was reported (April 200 I) 
accepted the audit point and stated (August 200 I) that as the dealer was a sick 
unit there was no immed iat_e poss ibili ty of co llection of the demand. 
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rhapter-2 Sales Tax 

2.9 Non-levy of penalty for misuse of 'c' forms 

Under the Central Sales Tax Act, 1956, a registered dealer 
buying goods from other states is entitled to a concessional rate of tax at four 
per cent, provided he furnishes to the seller, a declaration in form 'C'. If the 
goods indicated in the declaration are not covered by the certificate of 
registration, the assessee renders himself liable to penalty not exceeding one 
and a halftimes the tax due. 

In Avinashi Road Assessment Circle, Coimbatore, a 
manufacturer and dealer in cotton yarn had purchased 'Blow room line', a 
textile machinery for Rs.34.88 lakh during the year 1997-98 from other States 
by issue of 'C' forms, eventhough the commodity purchased was not covered 
by certificate of registration. For misuse of forms 'C', penalty upto a maximum 
of Rs.5.23 lakh was leviable but was not levied. 

Th is was pointed out to the department (September 2000/ 
June 2001) and to Government. The matter was followed up with reminder 
(August 200 I). However in sp ite of such efforts no reply was received from 
the Government (October 200 I). 

2.10 Non-levy of interest for belated payment of tax 

According to sub-Section (3) of Section 24 of the Tamil Nadu 
General Sales Tax Act, on any amount remaining unpaid after the date 
specified for its payment the dealer or person shall pay, in addition to the 
amount due, interest at two per cent per month of such amount for the entire 
period of defau It. 

In thrcc2 assessment circles in respect of three dealers the tax 
dues amounting to Rs.15.04 lakh for the years 1990-91, 1991-92, and 1997-98 
were paid belatedly (between May 1998 and February 2000), the delay 
ranging from 14 days to 2490 days, for which interest amounting to 
Rs.5.02 lakh though leviable was not levied . 

2 Anna<lhanapatti (Salem). Ayyanantram (Chcnnai ). Mcttupala~ am. 
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Audi! Uep111;/ (Re1·e1111e Receip!sJ j iw 1he year ended JI .llard1 200 I 

On th ~s being pointed out (between March and August 2000) 
the department levied (between March 2000 and March 200 I) the 
interest of Rs.5.02 lakh of which Rs.3 .76 lakh were co llected in two cases 
(between March and August 2000). Collection 'particulars in respe~t of the 
remaining case (Ayyanavaram) have not been received so far (October 200 I). 

The matter was reported (June 200 I) to the Government and 
followed up with reminder (August 200 I). However in spite of such efforts no 
reply was received (October 200 I ) . 

. . 
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CHAPTER3 

AGRICULTURAL INCOME TAX 

3.1 sor Audi 

Test check of records of departmental oflices conducted during the 
period from April 2000 to March 2001 revealed arithmetical inaccurar..:y. income 
escaping assessment. incorrect allowance.:: of expenditure/depreciation. non levy of 
interest and penalty. incorrect carry · forward or losses. other categories etc . 
amounting to Rs. 7115.2 I lakh in 40 cases which broadly fall under the following 
categories. 

SJ. Categories · No. of Amount 
No. . cases (Rs. in lakh) 

.., 
0.98 .) , ... I_ ~~tb_!:11ct ical lnaccu_rc_1c_,,·y ________ +-------+--------i 

3 77.64 
8 51.35 

'1 __ 1 ~c~1~1e escaping assessment 
r 3 Incorrect allO\·Vance of expenditure/ 

depreciation 
4 Non-levy of interest and penalty 8 62.31 

') 0.57 5 Incorrect carry forwar9_o_f_· 1_o_ss_·e_s ____ -+----1------- ---j 

16 7.36 .. --- ---- -"'-------------------
7 Rc\'iCV\' on II J\ssessmcnt ur pl:.rntation --- 69 I 5.00 
6 ~)ther catL'!.!ories 

crops" --------------1-----+-------J 
Total 40 7115.21 " 

During the course of the year 2000-2001, the concerned 
department m:ccpted under-assessments of Rs.4 .62 lakh in I 0 cases out of which 
an amount or Rs.4 .16 lakh had heen recovered . 

A Review on "Assessment of Plantation crops" and an illustrati ve 
case im·olving a linancial effect of Rs.69.32 crore arc mentioned below: 
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Higflligllts 

Excess allowance of plucking charges over and above the 
permissible limit in 4 assessment circles involving 12 cases resulted in short 
levy of Agricultural Income Tax of Rs.65.14 crore. - ·-----------

/Pamgmplt 3.2.6/ 

In 2 assessment Circles in respect of 3 cases, excess allowance of 
expenditure on account of bonus amounting to Rs.1.98 crore resulted in short 
levy of Agricultural ncome Tax ofRs.1.14 crore"""· ·-----~--"···-'--·--

/Pamgmplt 3.2. 7/ 

3.2.1 Introduction 

The Tamil Nadu Agricultural lncome Tax Act 1955 and rules 
framed thereunder regulate the levy of agricultural income tax on the plantation 
crops which cover Tea, coffee, rubber, clove, cardamom and pepper. The tax is 
levied on the agricultural income after allowing the deductions claimed and 
admissible under the Act. 

3.2.2 Orga11isati011a/ set up 

The Commissioner of Agricultural Income Tax, Chennai is the 
Head of the Department. He is assisted by two Assistant Commissioners of 
Agricultural Income Tax and Seven Agricultural Income Tax Officers. 
Assistants. Junior Assistants and Revenue Inspectors assist the Agricultural 
Income Tax Officers in finalisation of assessment, levy and collection of tax. 
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Chapter - 3 Agrirnltural /ncome Tax 

3.2.3 Scope of the review 

The Agricultural Income Tax Assessments of Plantation Crops for 
the period from April 1995 to March 2000 were reviewed in audit during July 
2000 to December 2000 covering all the seven Agricultural Income Tax Offices3 

to assess the adequacy of systems and procedures with reference to the existing 
Agricultural Income Tax laws and rules. 

3.2.4 Trend of reve1t11e receipts 

Budget estimates. actuals, excess/short fall and estimated annual 
rate of growth are given in the table below. 

(Rupees in crore'• 
Year ,, · ... Budget " Receipts (+)Excess/ . Percentage of 0 

• , 
~ 

Estimates ' <-) Shortf-11 . . , Increase or Decrease '' 
1995-96 14.70 19.47 (+) 4.77 (+) 32 
1996-97 15.00 13.86 (-) 1.14 (-) 8 
1997-98 18.00 39.36 (+ )21.36 (+)119 
1998-99 18.00 38.53 (+) 20.53 (+)114 
1999-2000 38.00 17.78 (-)20.22 (-) 53 

The excess collection of tax during 1995-96 was due to intensive 
drive by the collection machi'nery and in 1997-98 and 1998-99 due to increase in 
price of tea and decrease during 1999-2000 was on account of increase in wages 
of labourers for tea plucking and fall in the price of tea. 

3.2.5 Arrears of Agric11/t11ral lt1come Tax 

The year-wise position of arrears in respect of Agricultural Income 
Tax as on March 2000 is as under: 

Coonoor. Dindigul. Gudalur, Nagercoil. Pollachi, Udagamandalam & Yercaud. 
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. 
Year. Ru.pees in lakb 

upto I 995-1996 135.82 
1996-1997 5.09 
1997-1998 7.53 

-
1998-1999 34 .95 
1999-2000 32.90 

Total 216.29 

Out of the ahnn:. arrears or Rs.46.08 lakh has been stayed hy the 
various courts pending final disposal. 

3.2. 6 Excess {ll/owl111ce of p/11cki11g cltarges 

/\s per the guidelines issued in 1993 the J\gricuhural lm:omc Tax 
Olfo.:ers should b1.: cautious In alllm ing the expenditure claimed hy the asscssec 
and to ensure that the total expenditure claimed by the assL'ssce should not be 
allowed over and abun: the guidelines, rate or expe1iditure al any cost. 
Acc6rding to these guideli1ics. the rate or plucking charges for lea \\as fixed al 
Rs.7000/- per hectare and was rcYisecl in October 1999 to Rs.12.350/- per hcclare . 

It was noticed in rnur"' assessment circles in 12 case~. thal whik 
linalising thi.: assessnu.:nts (bel\\i.:en .'\pril 1996 and March 2000) for the 
assessmen t year 1995-96 10 I C)<J9-2000 the assessing oftici.:r · allowed plucking 
charges amounting to Rs.15 I .47 crorc as against the permissible limit or 
Rs.49.72 crore n:sulting in excess allowance of Rs.101.75 crore and consequent 
short levy or. gricultural Income Tax ofRs.65.14 crore. 

On this heing pointed out the department had accepted the audit 
point. Further repl y from the Government has not been received sn far 
(October ~00 I ). 

. . 
3.2. 7 E\"l'ess allmvlmce of expe11dit11re 

J\s per the Tamil Nadu Agricultural Income Tax Act, 1955. any 
sum paid to employees as bonus is allowed as expenditure provided that no 
deduction shall be malk under the Act which has already been made in the 

1 Coonoor. Dindi!.!.ul. Pollac hi & Uda~amandalam . - ----- ----- . _:.::;,. _________________ _ 
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assessments of lndian Income Tax Act. Payment of bonus (Amendment) Act 
1980, provides for bonus as an allowable expcnditun.: subject to a maximum of 10 
per cent of such salary or wage during th1: accounting year. 

While finalising the asscssm1.:nt or ~ cases in Gudalur and 
Nagercoil circles for the assessm1.:nt years 1996-97 to 1999-2000 the assessing 
orficers allowed a deduction of Rs.4.07 crore (39 per c1.:nt) as expenditure towards 
bonus on the basis of salary and wages amounting to Rs. I 0.43 crorc paid to the 
workers against the admissible expenditure of Rs.2.09 crore. The excess 
allowance of expenditure on account or bonus amounting to 
Rs.1.98 crore resulted in short levy of Agricultural Income Tax of 
Rs.1.14 crorc. 

When this was pointed out the department has accepted the audit 
observation. Further reply of the Government has not been received so far 
(October 200 I). 

3.2.8 lllcorrect al/mvl111ce of lleprecitttio11 

According the Tamil Nadu Agricultural Income Tax Act. 1955. the 
depreciation in respect of building, machinery, plant or furniture owned by the 
asscssees and used by him for the purpose of deriving the agriculture income. a 
sum equivalent to such percentage on the written down value thereof as may be 
prescribed shall be allowed. As per Government Order dated December 1998, the 
rate of depreciation for electrical installations and plant and machinery was 
revised to 20 per cent and I 0 per cent respectively to be applicable with effect 
from I April 1999. 

During the review it was noticed that in two cases in Coonoor and 
Pollachi circles while finalising tht: assessments for the year 1999-2000 the 
assessing officer allowed dt:prcciation at the rate of 25 per cent instead or at tht: 
rates prescribed. This resulted 111 short levy of tax amounting to 
Rs.32.86 lakh as detailed below: · 

(Ru lCCS in lakh 
Item Written Depreciation Allowable Excess Short le'vy 

Down Vale allowed . ' of tax 
Electrical 39.81 9.95 7.96 l.99 0.78 
installations 
Plant and 565.96 138.86 56.60 82.26 32.08 

i mm:hincr~ I ·--
Total -. 148.81 .64.56 84.25 32.86 
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On this being pointed (March 2001) the department replied (June 
200 I) that the State Government could not deviate from the assessment made 
under the Income Tax Act. The reply is not tenable since the Government order 
does not spec ify the dass of assessee to whom the revision orders would apply 
and for the purpose of Agricultural Income Tax the depreciation at the rates 
prescribed by the Government should he allowed. 

3.2.9 fllterual audit 

An internal audit party compnsmg of Assistant Director. 
Superintendent and Assistant of Agricultural Income Tax Department is 
conducting cent percent audit of the assessments in all the Agricultural Income 
Tax Offices. The audit of assessments finalised upto 31 March 2000 have been 
completed by the internal audit. 

The pendency in number of internal audit objections for the years 
1995-96 to 1999-2000 as on 31 March 200 I is as under 

Year ~( Number of Amount 
' objections (Rs. in lakh) 

upto 1995-1996 31 58 .50 
1996-1997 27 102.47 
1997-1998 62 43.48 
1998-1999 94 46.54 
1999-2000 199 379.35 

TOTAL 413 630.34 

3.2. W Other topin of interest 

(i) Delay i11 fim1/i.mtio11 of as.5essme11t . 

Under the Tamil Nadu Agricultural Inco me Tax Act, 1955. the 
Agricultural Income from Tea. grown and manufactured. is assessed on sixty per 
cent of the income worked out and left un-assessed under the Income Tax Act. 
1961 . 
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In Connnor assessment circk. in li\'e cases it \\as noticed that 
despite till' ~1sscssment or Centra l lncnrne Tax for the assessment year I 992-9~ to 
1997-98 \\L'tT finalised between October 1998 and March 2000. /\gricultural 
Income Tax assessments \\ere not finalised. the delay ranging from 9 lo 55 
months reckoned l"rom the date nl" Central Income Tax Assessment tirders . The 
dates or Receipt of Income Tax :\ssessment orders or the reasons for the delay in 
completion or Agricultural lnconlL' Tax assessments were nl)t recorded by thc 
Agricultural lnrnmL' Tax Onicers. 

On th is hL·i ng poi nh:d out ( 1\1 arch 200 I ). the department rep I ied 
that the 1 ncome Tax department has been contach:d and suitable arrangements 
ha\'c been made to minimize the lapses. Further report is awaited 
(October 200 I ). 

(ii) Ab.\·e11ce of pmvisio11 to /e1:r i11tere.\'f mu/ pe11alty 011 .\'llortl 
helllted payment t~f 1ulvlt11ce tax 

According to Tamil Nadu Agricultural lncoml."! Tax Act. 
J lJ55. ewry person liable to pay Agricultural Income Tax is required to pay 
ad\'ance tax before the end or February of the said previous year on estimated 
total agricultural income. 

It was noticed in 37 cases in fin:5 assessment circles. for 
assL·ssmcnl years I 995-96 lo 1999-2000 ad\'ancc tax has been paid ( het\\'een the 
period from March 1996 to October 1999) hdatedly the delay ranging frnm 
I month tn I 0 months \Yi th rcten:nce to the assessed income. .'\s per Section 
16-A(-l) & (5) or the Tamil Na<lu Agricultural Income Tax J\ct. 1955. 
inten:st/penalty is lc\'iahlc for belated payments of adnmcc tax \·Vith respect to 
es ti mated i ncomc. 

1 lo\\e\'er there is no proV1s1on 111 the /\ct to ch<.:ck th1.: short 
payment nr adnmc1.: ta:x v,:ith rell:rence to assessed income. \\'h1.:reas as per Indian 
Income Tax Act and W1.:st Bengal Agricultural Income Ta:x Act. int1.:r1.:st in 
res1x:ct of short payment or Advance tax is lc\'iablc with rctt:renc1.: to assess<.:d tax 
only. The n:placement of the vvords "Estimat1.:d inrnme" with "/\sscss1.:d incom1.:" 
in the Tamil Nadu Agricultural Income Tax Act would check the gross umkr 
estimation or im:omc. 

I ntercst at 15 per c1.:nt per annum and pL'trnlty at 2 per cent 
per month (as in the case or r1.:gular Agricultural Income Tax) on the short/helat1.:d 
payment 1.11" Ad\'anc1.: Agricultural Income Tax \Vot'ks out to Rs.2.54 cror1.:. 

Coormor. GuJalur. Pollm:hi. Nagcrcoil & lJdagamandalam . 

.., ... 
-'-' 
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On this being pointed out the department has propo: ed an 
alllcncl111cnt. Report on rinal action taken has not been received so for 
(October 2001 ). 

(iii) A 111e11d111e11t to rule 7 <~l Tamil Nad11 Agric11lt11ral !ncome 
Tax Rules, 1955 

/\s per Ruic 7 or the Ta111il <1du /\gricultural Income Ta.'\ Rules. 
1955. in rL'SjlCCt or 1\ gricultural Incollle frolll ka gro\\ 11 and tllanuf'actured by the 
se ller in the Stall.' ul · Tatllil ladu. the portion or the inco111c \\Urkcd out under the 
lnco111e Ta.'\ /\ct and lcrt u1wsscssecl <ls being agricultural inco111e shall he assessed 
under the J\gricu ltural lncllllle Ta.'\ /\ct al'tcr allO\\ ing such deductio11s under the 
/\ct and the ru ks tllmlc thereunder. The assessL'C was assessed treatin g hi s 
agricultural inco111e to be 60 per cent of" the inco111e rrnlll the Tcu gn)\\ n and 
111anut"actured in the State 01· Ta Ill ii lactu. 

Section 143( I l or Income la.'\ 1\ct. 19<>1 cnabk:-i thL' Income l"n.'\ 
Orlicers to tllake su111mar: assessment or ln co111e l"a\ n;turns '' ithout scrutinising 
the rcturn in detail. Due to the summary asscss111ents. the assessccs haYe escaped 
rrorn disalltl\\ancc 01· e.'\cess claim. ir any. \Yhich \\cnt unnoticed in Income Ta:-; 
assessment as 'Ae ll as 1\gricultural Income Ta:-; Assessments. I lcncc suitable 
amend111c11! in Ruic 7 is required to give pO\\Crs to J\griculturn l Income Ta \ 
()!'lice rs tn re-assess 1 he asscss111en ls 111acle under su 111 rnary assessme nt by I ncorne 
Ta.\ Department ,,·hich \\ill be adrnntagcous lo the State re,·enue. 

3.3 Incorrect apportion of income of the firm 

/\econ.ling to the Tamil Nadu /\gricultural Incollle la.\ /\ct. 1955. 
'"'hen the assessec is a firm. '' hethcr O\\ ning the property or its own or holding the 
property on be ha Ir or anyone or or all the partners or the linn or any other person. 
and the total income of the lirm has been assessed under the J\gricu ltu ral Income 
Ta:-; shall l1l' payable h. the lirm itsclr. 

In Ciudalur assessment circle. it was noticed that an assessce had 
lilcd the rcturn or income showin g a net income or Rs.35.70 lakh l'or the 
assess1nent years 1995-96 to 1999-2000 a·nd the income was shared among its 
partners instead of being ta.'\ed in the hands or the ti rm. 

This has resulted 111 loss or revenue to the tune of 
Rs. I (>.66 lakh. 

On th is being pointed out (March 200 I). the department accepted 
the audit poin t (October 200 1 ). Further repl y has not been received so far 
(October 200 I ). 
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CHAPTER4 

LAND REVENUE 

4.1 Results of Audit 

Test check of records or departmental orfices conducted during 
the period rrom /\pril 2000 lo March 200 I revealed non/short lcv) or 
local ce!>s and loca l cess surcharge, non levy or water cess and bdtennent 
contribution. non levy or penalty and interest. short recove r) of rental 'alue in 
respect or go ernment lands ass igned. alienated or encroached , other items 
etc. amounting to Rs. 126 1.47 lakh in 181 cases \\hi ch broadly tall under the 
lo l lo\\' in g categories. 

(Ru f)CCS i 11 lakh) 
SI. Categories No. of Amount 
No. cases 

I I Non/Short levy or loca l cess and local cess 10 25.88 
I surcharge 
I I ---

Non levy or '' ater cess and betterment .., 
2.39 - .) 

I 
cl) n tr i but ion 

r--- -I , 

on lc v~ ur penall) and interest 6 8.27 .) 

-
-+ Short recu\'C r) 01 · rental va lue in respect or 2-+ 169.93 

government lands ass i gm:(\. a I ienated or 
encroached 

~--

I 5 Other item!> 138 I 055.00 

Total 181 1261.47 

Durin g the course or the yea r 2000-200 I . the concerned 
department accepted and recovered under-assessments o r Rs . l-t .35 lakh in 
2-+ case!>. The status or recovery in other cases i sti II cl\\ aited. 

/\n illustrati\ e case in vo lvi ng a financial effect or Rs. 1.3 -t erore 
is mentioned belm': 
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4.2 Loss of revenue due to non resumption and non leasing afresh 
of Government lands on violation of conditions 

In Lenn:-. o r Re' cnuc Standing Order 2-L Ciovernrncnl lands nm) 
be placed at the di spnsa l or a pnson. an in stitution or a local bud) . I I' any 
Ct)nditions i111po'>cd h: the <im crnrnent in respect or such gra nt arc violakd. 
thL· ( iuvcrnmenl Illa) rc:. L11nc such lands \\ ithout an: compcn:-.:.ition. When 
(i\1\ crnrncnt lands arc lca:.L·d out !'or commcrL·ia l purpn <;c. the lca:-.c rent shall 
hc li.\ccl . al I~ per ccnt or the market value uplo > June 1998 and al 2 per cent 
thercalter. In addition the· l\ica l ec'>s and :-.urehargc on local ccss :-.ha ll be 
co llcch:d at the rates presc ribed frn 111 time to ti111e. 

It \\as rwticed (Mardi 1996) in the Ol'licc of the District 
Cti lb.: tor. Tinrchi rappalli. that an e.\tent of 797.4(1 acres or land \\ere al lulled 
(bet" een I %2 and 1965) for selli ng up Reg ional Engine<:ring Col lcg.e ( R 1-:C). 
Trich:. Out n l· this an extent or I A~ acre:-. or (iovernrnent lands " as kas<:cl nut 
b: the RLC to t\Hl commercial Organisations Viz .. M/s.Clwlan Road \\a) s 
C\)rp l1 ration (77 cents l(1r 99 years) and Tamil Nad u Ui:ctri c it) l\ oard 
(67 cents l\ ir 50 :cars). from Janua ry 1983 and October llJ90 ·respccti ve l: . 
\\ itlHHll the pri\lr app!\l \ al or the (Im ernrnent. It \\.ll S a lso nnti L'.cd that these 
Ct)mrncr\.: ial organisatinns dli not ha\.<: all\ connection '' ith th 1: cducatinna l 
acti\ iti1::-. nl'thL' lffC. 

1'11c Cumrnis:-.ioncr. I .an d J\d 111inistrati(ln. \\ hik repl) ing tu an 
audi t query al:-.l1 nb:-.en cd (i\ugu:-.t 2000) that the actiun ul' the n1 llcgl· 
arn nunled lo \ io latit111 ur conditi Pll S. The failure or the dcpartrnent Ill re'>Ullll' 
1he land and lease it afre:-.h Lu tlic:-.e org;111i,ations had resulted in lu:-. ~ l11" 
re\ Clll ll' h: \\ ay nr lca'i: re111. luc; rl cc:-.:-. and lucal ees:-. surcharg~ arnnunting to 
R:-..1 .. \ -1 crnrL' li.ir the pcriud !'rn111 "hich the lands \\ere kasL·d uut by the R LC. 
The ca:-.e \\as reported (I\ la: /J\ ugust 2000) Lu departrrn:nt: their reply has nut 
been received (.lul: 2001 ). 

The matter \\as repurteJ ( 1a) .lune 200 I) tu the (iovernrm:nt 
and l\1111 ~ \\ ed up "ith rcrninLkr (September 200 I). I In\\ ever in spi ll: pf :-ouch 
elforh no repl) \\a s rel:ei\ed (October 2001) . 
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CHAPTERS 

TAXES ON VEHICLES 

5.1 Results of Audit 

Test check or records or departmental offices conducted during 
the period from April 2000 to March 200 I revealed short collection/ 
m1n-rnlkctio11 or ta.\. shnrt cullcction/non-collcction or tl:es. non-levy/ 
short-n1llectinn or penalty. incorrect/excess refund of tax. others etc. 
amounting tn R'.-..(113 .25 lakh in 159 cases which hruadly fall under the 
rnllo\\ ing categories. 

. 

SI Categories No. of Amount 
No cases (Rs. in lakh) 
I Short collcction/Nnn collection of tax 56 475.03 

..., Slwrt collection/Non collection of fees 89 132.82 
- ., Non-levy/short collection of penalty 11 4.81 . ) 
-

..j. Others 
., 

0.59 .) 

Total ! 159 613.25 .. .· 

During the course of the year 2000-200 I. the co1m.:rned 
department accepted and recovered under-assessments or Rs.1.16 lakh in 
12 cases. 

Two cases inv61vin° a financial effect or Rs.6 7.81 lakh arc I:> 

mentioned helm' . 
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5.2 Non realisation of revenue due to non-issue of fresh permits 

The Gtn crnrncnl b) a notification ( o cm bcr 1999) i ntroduccd 
1110J i lied schemes for various cl istricts according to \\ h ich all vch ic !cs 
bclnngi ng tn State Transron U ndcrtak i ngs in the districts \\ere i 111 med iatcl) 
brough t under th e nC\\ mod i liccl schc111e. /\s the c.\isting S) ste111 \\as 111 odil i cd 
and approved. th e pcr111its issued previous!) to the Stale Tran sport 
Undertakings became imalid and a fie ·h permit in the l ight of' the 111mlilicd 
scheme had to be obtained. 

I lowcver. it \\as nut iced in 2 7 Regiona I Transrnn 0 l'lic:cs . 
..J.173 \chicles 0 1· the State ·1 ran..,pnrt l lndcrtakings \\ere continued to be 

operated \\ ith rcrmit s obtained under the old approved sch<.:me C\Cll th ough 
the old permits arc invalid on the introduction ( r the modified scheme. The 
non- issue of · fre. h pe r111i ts to ..J. I 73 Stage Carriages had resul ted in 
non- rea li sa t ion ol· rcvenue amou nt ing tu R-; .62 .60 lakh. 

On this being poi nted ou t (.lune 2000). the department replied 
( la) 200 I) that the GO\ crnmcnt had not eancellecl the sc hc1111.: but on!) 
rnod i lied the approved scheme and so there is no need to get fresh perm its on 
surrendering the e.\isting ones. The reply is not acceptable a fresh permits 
ha e to be obtained under the Tamil 1 adu M otor Vehic le. Rules. 1989 even 
\\hen the appro ed scheme is rnodilied . 

The matter \\ as reported ( Ila) /.1 une 200 I ) to the Government 
and ro llO\\cd up \\ ith reminder (September 200 I) . I Im\ ever in spite of such 
efforts no rep I) \\as recci\ ed (October 200 I). 
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5.3 Incorrect grant of permit to operate mini-buses to private 
operators 

The (iO\ernrnrnt in their order dated :rn July 191>8 directed the 
Reginna I Transport !\ u th ori ties to grant perm it to pri vale operators ll.l r 
npcratinn o r Minihu-.e-. in the unserved rural areas o r the districts concerned. 

ll.i r a rnu te length uptn I 6 Krn s '' ith an O\ erlapping di-.tancl' in sern:d :ireas. 
nut e\cecding -l I'm '>. ·1 he conce-.siona l rate or I\ ltllor Vehicle Ta:x o r Rs . I 00 '
per '>L'at per quarter for the rninibu-.es \\as li .\cd b\ the Covcrnmcnt in their 
urder dated 1-l 1a: 1998 for the years 1998-1999 ·111d e.\tcnded upto the : car 
2000-200 I . 

It ''as noti ced (Jul: 2000) during the audit or the Rcgiunal 
Transpnrt Oniel'. "arur l(i r thl' peri od 1999-2000. that out o r 16 111inibu -; 
permit s issued bet\\Cen April and .lul: 1999. in 1-l ca-.c-.. the unscr\.cd areas in 
"arur ·1 O \\ n \\ere treated a-. unscn ·ed rural area-. and thereby the actual 

overlapping distance c:\u:eded -l krm and 'in lated the conditions prescribl'd 
fo r operating minibuses. The incorrect grant o r concessional rate o r ta:x hatl 
resultt:d in loss 01· re\. en UL' 01· Rs.: .21 lakh. 

On thi -. being pointed nut (July 2000). the department replied 
(November 2000) that treating unserved town areas ns unserved rural area'' as 
co rrect and that the pcrrnit gra nted at the concessiona l rate was also in order . 
The repl) is not ten able since ' Rural rca' means an) area not included in an) 

(Municipal area) town ship constituted under an: Im\ for the time being in 

force. The intention or the Government is to serve the rural areas which '' cr-c 
not served -.o for . Therefore the permit granted al the concessional rate ror th e 
111 in ibu ·cs pl) ing in IO\\ n areas is not in order. 
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The matter was reported (February :wo I) to the Government 
and follm\ed up with reminder ( ·eptember 2001). However in spite or such 
efforts no repl y \\as received (October 200 I) . 
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CHAPTER6 

STATE EXCISE 

6.1 Results of Audit 

Test check of records of departmental offices conducted during 
the period from Apri I 2000 to March 200 I revealed non-levy/short levy of 
excise duty. non/short collection of licence fees, privilege fees etc., non/ hort 
levy of administrative service fee. non/short collection of penalty/interest, 
other cases etc. amounting to Rs.32942 .28 lakh in 1154 cases which broadly 
rail under the follO\\ ing categories. 

-
SI Categories No. of Amount 
No cases (Rs. in lakh) 
I Non levy/short levy of excise duty 4 4.67 
2 Non/Short collection of licence fees, 27 52.17 

privilege fees etc. 
3 on-lcv) /short collection of administrative 6 52.49 

service lee 
4 Non/short collection of penalty/interest 2 0.52 --- - -- -------- - - ---------
5 Other cases 38 1956.63 -- ----- --->------·- - -- -~ -·- - -

6 Review on "Receipts under State Excise" 1077 30875.80 

Total 1154 32942.28 

During the course of the year 2000-200 I. the concerned 
department accepted and recovered under-assessments of Rs.1.19 lakh in 
4 cases. 

A Review on "Receipts under State Excise" and an illustra'tive 
case involving a financial effect of Rs.310 .38 crore are mentioned below. 
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6.2 Review on receipts under state excise 

Highlights: 

(i) Non-forfeiture of privilege amount and security 
deposit on belated submission of application for Indian made foreign 
spirit retail licenses resulted in loss of revenue of Rs.152.90 crore. 

/Paragraph 6.2.5 / 

(ii) Incorrect adoption of yield rate of rectified spirit 
resulting in notional loss of revenue of Rs.143.28 crore 

/ Paragrapll 6.2.6 / 

(iii) Incorrect grant of allowance in bottling process 
resulted in loss of revenue of Rs.5.77 crore. 

/Paragraph 6.2. 7 / 

iv) Incorrect allowance of wastage for distillation 
resulted in loss of revenue of Rs.5.44 crore. 

/ Parngrapll 6.2.8 / 

6.2. l Jutroductio11: 

The Tamil adu Prohibi tion Act. 193 7. and rules made 
thereunder prov ide for levy of exc ise duty. licence fee and vend fee on Indian 
Made Foreign pirits. Other lev ies in the nature of export fee or molasses 
outside the State, exc ise duties on Medicinal and to ilet preparat ion . licence 
lees on Bars and Star Hotels for possess ion of I iquor are also levi ed. 

6.2.2 Orga11isatio11a/ Set up: 

The Spec ial Commiss ioner of Prohibit ion and t::xc i e, Chennai 
is the Head of th e Department of Prohibition and Exc i e and is ass isted by two 
Joint Commiss ioners and 29 District Co l lcctors/Deputy ·Co llectors at distri ct 
leve l. Sixteen distilleries and fi ve Indian Made Foreign Spirit Blending Un its 
are controlled by the Excise Department through Distillery Officers and 
Exc ise Superv isory Officers respecti ve ly. 
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6.2.3 Scope tdAudit: 

A review was conducted between August 2000 and 
April 200 I to ensure the correctness or computation. levy and collection of 
excise revenue made as envisaged under the Tamil Nadu Prohibition Act, 
1937 and the rules framed thereunder. Eleven distilleries (out or si.xteen) and 
all five blending units covering seventeen districts (out or 29) were test 
checked covering the period from April 1995 to March 2000. 

6.2.4 Treml t~f receipts 

(R u pees 111 crorc ) 
Year Budget Receipts Variations Percentage 

estimate increase(+) I 
decrease(-) 

1995-1996 601.00 934.66 (+) 333.66 (+) 55.52 
1996-1997 840.00 I 063.07 (+) 223.07 (+) 26.56 
1997-1998 1350.00 1299.85 (-) 50.15 (-) 3.71 
1998-1999 1552.00 1709.81 (+) 157.81 (+) 10.17 
1999-2000 1860.00 1833.70 (-) 26.30 ( -) 1.41 

While the increase in trend or receipts for the years 1995-96 
and 1996-97 was attributed to increase in Excise Receipts on sale of Indian 
Made Foreign Spirits Liquor. Spirit and Malt Liquors etc .. the increase in 
receipts during 1998-99 accounted for the increased upset price and privilege 
amount !Ctchcd in auction o r Indian Made Foreign Spirit retail shop. 

6.2.5 No11-forfeiture t~f privilege t111101111t and .\·ecuri~I' depo.,·it 011 belated 
.rnh111is.\·io11 t~l application for lmlitm Made f<Jreign Spirit retail 
licem·e.,· 

Under the Tamil Nadu Liquor (Retail Vending) Rules, 1989. 
the auction purchaser of the Indian Made foreign Spirit retail shop shall make 
an application to the licensing authority within seven days of confirmation of 
sale of the retail shop . The licen ing authority shall on receipt of such 
application. issue the retail licence within three days. Ir the auction purchaser 
fails to apply within the stipulated period, the entire privilege amount together 
with earnest money deposit and security deposit remitted by him shall he 
forfe ited in full and the shop shall be brought to reauction immediately. 
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In thirteen6 districts, it was noticed that in I 023 cases the 
auction purchasers did not apply to the I icensing authority during 1998-99 
within the stipulated period. The delay ranged between 9 and 30 days and 
were given licenses to run the shops instead of forfeiting the entire privilege 
amount alongwith earnest money and security deposits and shops were not put 
to reauction. This resulted in loss of revenue by non-forfeiture of privilege 
amount and security deposit from the auction purchasers to the tune of 
Rs.152.90 crore. 

On th is being pointed out the department stated (July 200 I) that 
the failure to fo llow the rule was only a minor violation. 

The reply of the department is not tenable as unless the rules 
provide deterent penalty, for the delay in application to the I icensing authority 
by the auction purchaser is incorporated in the Act/Rules the existing lapses 
wou ld continue. 

6.2.6 lllcorrect adoption <~{yield rate of rectified spirit resulting in notional 
loss o.f revenue 

Tamil Nadu Distilleries Rules, 1981, provide for m1111mu111 
yield rate of rectified spirit to be recovered per rnetric tonne of molasses . 
According to the circu lar issued by the Commissioner of Prohibition and 
Excise, during the year 1995, September and November 1999, the yield rate of 
spirit is arrived at based on the average total reducing sugar (TRS) content 
available in a tonne of molasses processed by app lication or a forrnula as 
mentioned in the ci rcular and the actual yield rate hould not be lower than the 
minimum yield chart. 

During the period from 1995-96 to 1999-2000, it was noticed 
that the formula pre cribed by the Commissioner of Prohibition and Excise 
was not followed for the computation of the yield. In respect of eleven 7 

distilleries the yield was restricted to the minimurn yield as prescribed by the 
department instead or actua l yield based on total reducing sugar actually 
available as per laboratory test. This resulted in low yie ld of 1,56,96,661.5 
bulk litres or alcohol involving loss or excise duty or Rs.143.28 crore. 

6 Coi111baton:. Dinidgul. Erode. Karur. Madurai. Nagapatt inam. Na makkal. Thanjavur. 
Theni. Thirll\ arur. Tiruneh"Cli .. Tri ch) and Yillupuram. 

7 EID Parry (I) Ltd ... S/\FL. Tricl1) Distiller) . Kothari Di stillery. Thiru /\rooram 
Sugars. Raj Shrce Sugars and Distiller) . Salem Co-operati,·e Sugars. Bannari 
/\mman Sugars and Distillery. Sakthi Sugars and Distillers. /\mara\'ath) 
Co-operati ve Sugars and Distillers. and Dharani Sugars and Distillers . 
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On this being pointed out the department stated that the actual 
yield as per formula was on the higher side than the minimum yield per metric 
tonne of molasses. 

The reply of the department is not tenable because 
(i) the minimum yield chart is only a pointer to consider the penal provisions 
and not for restriction to keep the production to the minimum instead of 
obtaining the actual yield (ii) The Pub I ic Accounts Committee 
(29111 Report/VI I Ith Assembly) in their recommendations to Para 4.1 of Audit 
Report 1979-80 presented in Assembly on 19 April 1986 had observed that 
"even assuming that attenuation factor \\Ould not be the sole criterion for 
determining the yield rate of alcohol. the attenuation factor itself would have 
been arrived at only after taking into account several processes involved in the 
mGnu!Ueture of' alcohol and hence it should be regarded as a main guiding 
tactor to assess the probable quantity or alcohol to be manufactured from wash 
under given set of circumstances and suggested that norms of production of 
aleohol to be incorporated in the rules them elves". 

6.2. 7 lucorrect grant of a//owa11ce i11 hottling proce.\'.\' 

According to Indian Made I· ore ign Spirit (Manufacture) Ru I es. 
1981. an al IO\\ an cc or not more than ha! r per cent for loss in bottling wastage 
shall be allO\\ed on the quantity bottled. Any deficiency in excess of this 
wastage shall be charged ' ith duty at the rate applicable . 

During the period cowred under review. it was noticed that in 
threex Indian Made Foreign Spirits blending units. bottling loss of 39.93 lakh 
bulk litres \\ere claimed ft)(" the purpose or exemption from payment or excise 
dut> vend kc and ''hole sale vend tee on the liquor that was stated to have 
been \\asted/ lost in bottling operation. 

I lm\ever. it \\as noticed that the blended liquor shown as 
wasted during bottling process was cent per cent collected in the rejection 
tanks. refiltered and rebottled immediately. Therefore. there was no actual 
\\astage in the process of bottling and the exemption allowed from payment of 
excise uut) ll1r the period from April 1995 to arch 2000 on a quantit, of 
39.93 lakh bulk litres had rcsulteu in loss of revenue of Rs.5.77 crore. 

On this being pointed out. the department accepted to raise the 
demand in the case or one unit (Mohan Bre\\eries). In the other two cases the 
department agreed to examine the issue. Further reply has not been received 
so far (October 200 I). 

8 Balai i l)isti I lcric~ . I·: 11'1 ·. I ·: Disti llcrics and ~I oh an HIT\\ cric~ . 
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6.2. 8 Ill correct allmvance for redistillation loss 

Under the Tamil Nadu Indian Made Foreign sp irit 
(Manufacture) Rules 1981. redistillation or rectified spi rit into neutral spirit. 
wastage can be allowed upto 3 per cent or spirit processed. The allo\.\ance on 
account of redistillation loss is app licable only to the blending units 
(Manufacturers of Indian Made Foreign Spirit) where in neutral spir it is used in 
the manufacture of Indian Made Foreign Spirit. 

Ruic 39 of the Tamil Nadu Distillery Rules prov ide for penalty 
at Rs.16 per bulk litre of alcohol rroduccd below the norms prescribed . 

a) It was noticed that in two9 distilleries in Udumalpet and 
Mohanur, redistillation loss of 2.0 I lakh proof litre sp irit was a llowed during 
the period from 1995-96 to 1999-2000. though the distilleries producing spirit 
are not manu fac turers or IMFL and there fo re not eligible for redistillation loss 
and attract penalty or Rs.32. 13 lakh . 

This incorrect allowance on a quantity of 2.0 I lakh proof litres 
spirit allowed as redistillation loss during the period 1995-96 to 1999-2000 
resulted in loss or revenue amounting to Rs.32 .1 3 lak h. 

b) In re peel of two blending units (M/s Empcc Distilkrics and 
Mi s Ba laji Distilleric. - Tiruvallur District) \\hich did not possess licences for 
redistillation process\ ere allowed rcdisti llation loss of 32.03 lakh proof litres 
for the period 1995-96 to 1999-2000 which resulted in incorrect allowance on 
production of neutral spirit and consequently resulted in loss of excise duties 
leviable thereon amounting to Rs.5.12 crorc inclusive of Rs.2 1.96 lakh on 
account of Administrative Service Fee. 

6.2.9 Non adoption of reserve price 

As per the guidelines issued by the Additional Commissioner, 
Prohibition and Excise to all the District Collectors (May 1998), the privilege 
amount realised during 1998-99 auction. should not be less than the privilege 
amount or 1997-98. i.e. the previous year's privilege amount. for any Indian 
Made Foreign Spirit retail shop (licence). 

9 i'vl/s /\murm ath~ Co-operaliH: sugar Mi ll s & Distilleries. l JJumalpet. 
1/s Salem Co-operati' e sugar Mills & Distilll'ries. Mohanur 
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However, on a scrutiny of records at the offices of the Assistant 
Commissioners, Excise, Erode and arnakkal it was noticed that in respect of 
39 shops. the privilege amount realised for 1998-99 auction was les than the 
privilege amount of 1997-98. The short realisation or privilege amount has 
resulted in loss of revenue to the tune of Rs.1.29 crore. 

6. 2. I() I mp roper co11trol over tlte productio11/distrihutio11 of mo/({.\·ses 

According to Tamil Nadu Molasses Control and Regulations 
Rules 1958. the Commis ioner or Prohibition and Excise shall monitor and 
control the estimated availability and demand of molasses in the State. I-le is 
also the I icensing authority for distribution of molasses. for the purposes 
prescribed in the rules 

It was noticed that during the period covered by review. that the 
production of molasses in the State of Tamil Nadu as per Commissioner, 
Prohibition and Excise records was 37.21 lakh Metric Tonnes (M.T). Based on 
the details collected from Commissioner of Sugar. Chennai and all (37) sugar 
factories in Tamil adu. the total quantity of molasses produced in the State 
during the period from April 1995 to March 2000 accounted for ,38.33 lakh 
Metric tonne thus there was short accountal of molasses of 1.12 lakh Metric 
Tonne between t\ o set of figures which would have fetched 1.89 10 lakh bulk 
litres of rectified spirit. 

The possibility of illicit distillation of rectified spirit cannot be 
ruled out as illicit rectified spirit was seized in large quantity every year 11

. As 
per the information supplied (July 200 I) by the Director General of Police 
(DGP). Police Department that 14.49 lakh litres of rectified spirit was seized 
during the period from 1995-96 to 1999-2000, as per the detail given below: 

Ill 
1. 12 x 170 hulk litn.:s (hearest minimum )icld orret:tilied ~rir i t per 1m:lrit: lo11111.:) 

11 
Chicr l'vlinistcr's Sl<tlcmenl printed in the polit:) note on l'lllit:~ ott: 011 I' &E fi.ir 
1999-1000 
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Quantity of Quantity of spirit 
Year spirit seized (in seized (in litres) as 

litres)as per per Govt. 
DGP 

1995-1996 214489 ---
1996-1997 379400 ---
1997-1998 215776 233000 
1998-1999 269774 221000 
1999-2000 369640 289000 

Total quantity seized 1449079 743000 

This shows that there "'as failure in ensuring the controls 
vested with the Commissioner of Prohibition and Excise to monitor and 
regulate the availability, the demand and distribution of molasses in the State. 

6.2.11 Failure to levy administrative service fee on rect(fied spirit at 
production point in distil/erie.\· 

The Government or Tamil Naclu vide notification (Fehruary 
2000) levied administrative service fee at the rate of fit1y paise per bulk litre of 
rectified spirit produced in the distillery with retrospective effect from 4 June 
1990. 

During the review. it was noticed that in respect or two12 

distiller ies in Thanjavur and Tirunelveli districts, the Administrative Service 
Fee during the period ' from 1995-96 to 1999-2000 was levied and collected on 
the quantity of spirit removed instead of the quantity actually produced which 
resulted in short levy or Administrative Service f-'ee of Rs.7.67 lakh . 

The matter was reported (May/June 200 I) to the Government 
and fol lo\ ed up with reminder (September 200 I). Ho' ever in spite of such 
efforts· no reply was received (October 200 I). 

12 M/s Dharani Sugars & Dislillcrics (Tirum:hcli). Mis Thiru t\rooran Sugars and 
Distilleries (Thanjm ur) 
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6.3. Non-collection of enhanced privilege fee 

Under the Tamil Nadu Liquor (Licence and Permit) Rules, 
1981, Star hote ls in the State have to obta in FL3 licences for the possession of 
liq uor in their hote ls. Accord ingly they have to pay pri vilege and licence fees 
annually. 

Government by a not ifi cation (December 1998) enhanced the 
privilege fee (double the old rates) payab le by such li cencees. 

Jt was noticed (During November/December 1999) in the office 
of Commiss ioner of Prohibition and Exc ise, Chennai, that in respect of 
25 1 star hotels and 5 hote ls with add itional bars, privilege fees fo r the year 
1998-99 were co llected at the old rates instead of at the enhanced rates. This 
had resulted in short co llection of Rs. 162 lakh as detail ed below. 

(Rupees in lakhJ 
SI Star Total PrMlege Privilege Difference Total 
No Gradation no. of amount Amount .r - Short 

hotels to be Collected collection 
collected per hotel 
uer hotel 

I One Star 199 1.00 0.50 0.50 99.50 

2 'l\rn Star 14 1.50 0.75 0.75 10.50 

~ Th ree Star 29 2.00 1.00 1.00 29.00 .) 

4 Fuur Star 5 3.00 1.50 1.50 7.50 

5 Five Star 4 4.!lO 2.00 2.00 8.00 

Total - A c::I .~ - " 154.SO 
"' - ,;;"•! r: 

Renewal of Additional Bar 
I One Star I 1.50 0.75 0.75 0.75 

2 Twu Star I 1.50 0.75 0.75 0.75 

3 f-i \ 'C Star 3 4.00 2.00 2.00 6.00 

Total - B 7.50 ., . ' ' 
'" ,'.~ Grand T(}tal (A+B) '"' t •• r: ' 162.00 
~ 

·'1~ """P ._,., 
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On this being pointed out (May/October 1999) the 
Government replied (July 1999) that date of effect has to be taken into account 
from the date of next financial year i.e., 1999-2000. The reply is not tenable as 
in a similar case the Honourable Madras High Court had upheld 13 on 
6 January 2000 that enhanced privilege fees is payable by FL3 licencees 
retrospectively. 

The matter was reported to the Government (April 2000); the 
Government stated (July 200 I) that necessary notification would be issued. 

13 WMP 22107/99 - South India Hotel amt Restaurant Association Vs. CiO\ crnmcnl or 
Tamil adu 
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CHAPTER 7 

STAMP DUTY AND REGISTRATION FEES 

7.1 Results of Audit 

Test check of records of departmental offices conducted during 
the period from April 2000 to March 200 I revealed under valuation of 
property. misclassification of document. others etc. amounting to 
Rs.684.00 lakh in 427 cases which broadly fall under the following categories. 

SI Categories No.of Amount 
No cases Rs. in lakh 
I Under valuation of property 217 461.00 

2 Mis-classification of document 78 1 l'l.00 
,., 

Others 132 104.00 .) 

Total 427 684.00 

During the course of the year 2000-200 I , the concerned 
department accepted and recovered under-assessments of Rs.5.29 lakh in 
63 cases. 

Three illustrative cases involving a financial effect of 
Rs.21 .95 lakh are mentioned below. 
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7.2 Non-levy of differential Stamp Duty on documents registered 
outside the State. 

In terms of proviso to sub ection 4 of Section 19 B (prior to 
February 2000) of the Indian Stamp Act, 1899, where deficiency in duty paid 
is noticed from the copy of any instrument, registered in any part of India 
other than the State of Tamil Nadu, the property in respect of which is situated 
in Tamil Nadu, the Collector may suo motu or on a reference from any court 
or any registering officer. require the production of the original in trument 
before him within the period specified by him for the purpose of satisfying 
himself as to the adequacy of the duty paid thereon , within four years from the 
date of registration of such instrument. 

In Sub-Registries Thondamuthur and Vellakovil it was noticed 
that in sixteen cases where such instruments registered (between May 1992 
and March 1996) in the State of Kera la and copies of the same were received 
(between July 1996 and October 1999). the differential Stamp Duty amounting 
to Rs. I 0.48 lakh sti ll remains to be collected, though referred to the Collector. 
Out of these in eleven cases. differential Stamp Duty amounting to 
Rs.6.62 lakh,.the possibility of collection is remote as in these cases action is 
barred by limitation of time under the Act. 

On a similar issue pointed out by audit (October 1998), the 
Government amended (February 2000) the Act by changing the expression 
"from the date of registration of such instrument" to "from the date of receipt 
of copy of such instrument in the State" . However the amendment does not 
cover past cases. 

The matter was reported (March/June 200 I) to the Government 
and followed up with reminder (September 200 I). However in spite of such 
efforts no reply was received (October 200 I). 
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7.3 Incorrect classification of document 

Under the Indian Stamp Act, 1899; an instrument of 'Partition' 
is one by which co-owpers of any property divide or agree to divide such 
property in severalty and where all co-owners are bound by the division or 
agreement to divide. If, however, one or more of the parties to the instrument 
had no right or title in respect of properties, the documents should be treated 
as partition-cum -conveyance deed and is chargeable to duty accordingly. 

In the Sub-Registry, Purasawalkam, it was noticed 
(October 2000) that, properties originally purchased by two Christian brothers 
during 1980 and 1986 were pooled together and partitioned (March 2000) 
among themselves and their sister in respect of the properties pooled together. 
As per depa11ment's proceedings (June 1996), joint family concept is not 
applicable to Indian Christian. This document was incorrectly classified as 
partition deed instead of classifying it as partition-cum-conveyance deed. 

The incorrect classification of document had resulted in short 
levy of stamp duty and registration fee amounting to Rs.6.38 lakh. 

On this being pointed out, the department accepted the 
audit observation (August 200 I). Further report has not been received 
(October 200 I). 

The matter was reported (July 200 I) to the Government and 
followed up with reminder (September 200 I). However in spite of such efforts 
no reply was received (October 200 I). 

7.4 Under-valuation of properties 

Under the Indian Stamp Act, 1899 and the Registration Act, 
1908, stamp duty and registration fee are chargeable on the market value of 
the property conveyed. Guidelines have been framed annually by the 
department to enable the officers of Registration Department to determine the 
correct market value of the properties. 
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In three 1
-1 registering offices it was noticed in respect of 

five instruments that there was under-valuation of properties due to 
non/incorrect adoption of guideline rate resulting in short levy of stamp duty 
and registration fee amounting to Rs.5 .09 lakh . 

The matter was reported (June 200 I) to department. The 
department accepted the observation in respect of all the five cases. Report on 
action taken has not been received so far (October 200 I) . 

The matter was reported (July 200 I) to the· Government and 
followed up with reminder (September 200 I). However in spite of such efforts 
no reply was received (October 200 I). 

14 /\nnn agar. Chcnnai (South) and Kodambakkam 
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8.1 Results of Audit 

CHAPTERS 

OTHER TAX RECEIPTS 

A - URBAN LAND TAX 

Test check of records of departmental offices conducted during 
the period from April 2000 to March 200 I revealed under assessment/non levy 
of urban land tax. incorrect grant of exemption, other irregularities amounting 
to Rs .187.24 lakh in 54 cases which broadly fall under the following 
categories. 

SI Categories ·. 1• I No. of Amount 
No cases (Rs. in lakh) 
I Under assessment/non-levy or urban land tax 34 167.99 

2 Incorrect grant of exemption 8 5.25 

3 Other irregularities 12 14.00 

Total ' ,.--... .'1 
54 187.24 ,, .; '><: ' 

During the course of the year 2000-200 I. the concerned 
department accepted under-assessments of Rs.43 .53 lakh in 15 cases out of 
which an amount of Rs.2.23 lakh was collected in 2 cases . 

An illustrative case involving a financial effect of 
Rs .39.69 lakh is mentioned below 

8.2 Non-levy of urban land tax 

Under the Tamil Nadu Urban Land Tax Act, 1966, as amended, 
from time to time, land lying in Chennai city and extent lying within 
16 kilometers from the outer limits is assessable to urban land tax from fasli 
year 1401 (I July 1991) on the basis of market value as on I July 1981. Where 
the revised urban land tax leviable on the basis of market value as on 
I July 1981 exceeds five times the tax already levied, the revised urban land 
tax shall be limited to five times of the tax levied. 
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In four assessment divisions, urban lands measuring 
2190 grounds 15 and 501 square feet belonging to 17 assessees were either not 
assessed to tax or tax was not revised with effect from fas Ii 140 I (I July 1991) 
onwards. This had resulted m non-levy of urban land tax amounting to 
Rs.39 .69 lakh as detailed below. 

SI Name of the 
No assessment 

2 

3 

division 
(Name of 
the villa e 
Mylapore 
(Mylaporc. 
Urur & 
Triplicane 
Villages) 

Triplicanc 
Village 

Madha
varam 

Tondiarpct 
and 
/\mbattur 

Total 

No.of 
assessees 

7 

5 

4 

17 

Total extent 
not assessed 
to tax 

153 grounds 
and 453 s4uarc 
reel 

63 grounds 
and 1683 
Square lcet 

Total no. of faslis for 
which tax not assessed 

Fasli 1401 to1408 
(8 frislis) 
I .July 1991 to 
30 June 1999 

Fasli 140 I to 1409 
(9 foslis) I Jul y 1991 to 

30 June 2000 
1593 grounds Fasli 140 I to 1407 
and 1289 ( 7 faslis) 
square rcct I Jul y 1991 to 

30 June 1998 
379 grounds 
and 1876 
square !Ccl 

2190 grounds 
and 501 
s uare feet 

r-asli 1401to1405 
( 5 faslis) 
I July 1991 to 
30 June 1996 

Non-levy 
of tax 

(Rs. in lakh) 

14.60 

14.29 

5.56 

5.24 

On this being pointed out (between February 1996 and 
March 2000), the department assessed the lands to tax (between October 1998 
and January 2001) and raised demands for Rs.39.69 lakh, out of which an 
amount of Rs.3 .24 lakh (Mylapore Village) has been collected (July 200 I). 
Report on recovery on the balance amount has not been received 
(September 200 I). 

The matter was reported (November 2000 and May 200 I) to 
the Government and followed up with reminder (September 200 I). However 
in spite of such efforts no reply was received (October 200 I). 

15 
Om: Ciround is equal to 2400 square lcct 
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B. ELECTRICITY DUTY 

8.3 Results of Audit 

Test check of records of departmental offices conducted during 
the period from April 2000 to March 200 I revealed non collection of licence 
fee/inspection fee, non-levy of electricity duty, non-levy of penalty etc. 
amounting to Rs.182.46 lakh in 15 cases which broadly fall under the 
fol lowing categories. 

SI Categories ' No.of Amount 
No cases (Rs. in lakb) 
I Non-collection of I icence fee/inspection fee 11 2.27 
2 Non-levy of electricity duty 2 10.35 
3 Non-levy of penalty 2 169.84 

Total " 15 182.46 ... - - r 

During the course of the year 2000-200 I. the concerned 
department accepted and recovered under-assessments of Rs.0.04 lakh in 
2 cases. 

An illustrative case involving a financial effect of 
Rs.30.15 lakh is mentioned below. 

8.4 Non implementation of the Tamil Nadu Lifts Act and 
consequential non-realisation of revenue 

Consequent · upon the construction of several multi-storeyed 
buildings with lifts, a number of safety measures and safety precautions are 
necessary for operating the lifts in the interest of the safety of users . As these 
cannot be insisted in the absence of legislation, the Tamil Nadu Lifts Act, 
1997 (Act 35 of 1997) was enacted. 
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Under the provisions of the above Act (November 1997). no 
person can erect a lift or operate it without obtaining licence. In case of lifts 
already in existence prior to enactment of this Act, licence is to be obtained 
within two months from the date of commencement of the Act. Thus after 
January 1998, no lifts shall be in operation without proper licence. Every 
licence granted under the Act is valid for one year from the date on which it is 
granted and is to be renewed yearly on payment of renewal fees. 

It was noticed (January/February 2000) during the audit of 
Chief Electrical Inspector's office, Chennai that 2771 lifts are in operation in 
Chennai Division alone at the time of commencement of the Act (November 
1997) and 424 lifts were added during the years 1998-1999 to 2000-200 I. Out 
of the above 1457 lifts were not issued with licence till-date. Further in the 
case of 202 lifts which were issued with licence upto 1999-2000, licenses were 
not renewed subsequently. 

Omission to issue licence and its subsequent renewal resulted 
in non-achievement of the main objective of the Act and consequential 
non-realisation of revenue amounting to Rs.30 .15 lakh. 

When this was pointed out (March/April 2000) the department 
stated that due to inadequate staff, the department could not take any serious 
step to enumerate the actual existing lifts in the State. This had resulted in 
non-realisation of a huge unquantified amount by way of revenue to 
Government. 

The matter was reported (May 2000/July 200 I) to the 
Government and followed up with reminder (September 200 I). However in 
spite of such efforts no reply was received (October 200 I). 
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9.1 Results of Audit 

CHAPTER9 

NON-TAX RECEIPTS 

A-MINES AND MINERALS 

Test check of records of departmental offices conducted during 
the period from April 2000 to March 200 I revealed non levy/short levy of 
royalty, dead rent and seigniorage fee, other items amounting to 
Rs.384.09 lakh in 48 cases which broadly fall under the following categories. 

SI 
No 

2 

Categories 

Non levy/short levy of royalty, Dead rent 
and Seigniorage fee 

Other items 

Total 

No. of Amount 
cases Rs. in lakh 

30 358.37 

18 25 .72 

48 384.09 

During the course of the year 2000-200 I, the concerned 
department accepted under-assessments etc. of Rs.18.40 lakh in 20 cases out 
of which an amount of Rs.17.65 lakh in 17 cases had been recovered. The 
status of recovery in other cases is still awaited. 

Two illustrative cases involving a financial effect of 
Rs.266.56 lakh are mentioned below. 
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9.2 Loss of Revenue due to incorrect grant of exemption 

According to Rule 7 of the Tamil Nadu Minor M ineral 
Concess ion Rul es. 1959. quarry ing from unreserved waste lands including 
poramboke other than bunds or drinking \ ater ponds or tank may be al lowed 
free o f charge in the case of Department of Government of India and the State 
Government, Panchayat Union Council s, Panchayats and Municipaliti es. or 
contractors in their employ, provided that the products removed are req uired 
and used so lely for bona tide publ ic purposes and not for sa le or commercial 
pro fits. In all other cases se igniorage fee at the rates spec ified in the rules 
shall be charged. The se igniorage fee thus co llected is allocated to the loca l 
body to which the place or quarry is located. 

T he Government of Tamil Nadu permitted (February 1994) the 
Chennai Port T rust for quarry ing tones over an extent of 44.50 acres in -
Karikal Village. A rakonam Ta-luk, Ve I lore Distr ict for construction o f Satellite 
Port al Ennore with the condition that the Chcnnai Port Trust should pay 
seigniorage fee at the rate prescribed in the M inor Mineral Concess ion Rul es . 
The Distr ict Admini trati on issued (August 1994) orders. for quarry ing stones 
by the Chennai Port T rust and also for the payment o f se igniorage fee at the 
prescribed rates. The Chennai Port T rust also agreed to pay the se igniorage fee 
by executing (October 1994) a lease agreement subject to wa iver of the above 
fee by the Governm ent o f Tamil Nadu stating that Chenna i Port T rust i an 
A utonomous Loca l authorit) under the contro l of Ministry of Surface 
Transport, Government of India. 

Based on the representati on (June 1995) by Chennai Port T rust, 
the Government of Tamil . Nadu exempted (September 1995) Chen nai Port 
Trust from payment o f se igniorage fee under Rule 7 o f Minor Mineral 
Concess ion Rules. treating the Port Trust as bonafide public erv ice 
organisation and stones removed were not for sale or commercial pro fit. In 
the in tant case, the Chennai Port T rust be ing an autonumous trust wi th 
commercial acti v ity is not covered under any or the ca tegories prescr ibed 
under Ruic 7. Hence, the stones used by them is not eligible for exempt ion. 
The incorrect exemption granted to Chennai Port T ru st had resulted in los · or 
seigniorage fee amounting to Rs.2.54 crore on 507.27 lakh cubic feet o f stones 
removed. 
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On this being pointed out (.lune 200 I). the Govern111ent stated 
(July 200 I) that Chennai Port Trust "as exempted fro111 payment of 
seigniorage fee as it was a Government of India organisation and the tones 
\verc removed for a bonalide public purpose and not for sa le or co111mercial 
proliL. 

The reply or the Government is nol acceptable as Lhc Chcnnai 
Port Trust being only an autonomous bod). is not covered under any 
departments/ institutions mentioned in Ru le 7 or the Tami I adu Min or 
Mineral Concession Rules. 1959, to qualiry for exemption. Incidental!) Lhe 
Ennore Port for \ hich the quarried stone. were used has been subsequently 
incorporated as a li111ited company under the Companies Act (October '.WO I). 
Hence it cannot also be construed that the stones were removed for bonatide 
public purpose. Hence the exemption granted is not in order. 

By this incorrect exemption. the Arakkonam Panchayat has lost 
the seigniorage fee to be remitted back in lieu of the stones quarried. Further 
report rrom the Govern111ent has not been received so far (October 200 I). 

The matter was reported (.July 200 I) to the Government and 
followed up with reminder (September 200 I). Howc_ver in spite of such effo11s 
no reply was received (October 200 I). 

9.3 Non-levy of interest on belated payment 

In terms of Rule 36(8)( I) introduced in the amended 
Tamil Nadu Minor Mineral Concession Rules. 1959. simple interest at t\venty 
four per cent per annum is chargeable \\'ith effect from 22 .lune 1994 on any 
rent. lee, royalty or other sums due to Government under the quarrying permit 
or lease from the sixtieth day of the expir") of such payment becoming due. 

In the office of the Assistant Director (Geology and Mining), 
Vellore. il ' as noticed (May 1996) that a sum of Rs.39.09 lakh being the 
arrears or area assessment and dead rent due from Tamil Nadu Minerals 
Limited (TAMI ) pertaining to the period from I April 1993 to 31 March 
1994. ,,·as paid on 7 O\ ember 1995. Interest on Rs.39.09 lakh paid belatedly 
for the period from 22 .I une 1994 to 6 November 1995 works out to Rs.12.93 
lakh. However. no demand for interest was raised. 
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On this being pointed out (July 1996), the department 
raised (August 1999) demand for interest from TAMIN and collected 
(November 1999) the entire interest of Rs.12. 93 lakh after a delay of 4 years . 

. When. the matter was reported (November/December 2000 and 
January 2001) the Government rep I ied (October 200 I) that the entire amount 
has been collected. 
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9.4 Review on Interest Receipts 

Highlight!)· 

Interest amounting to Rs.96.36 crore remained uncollected as 
on 31 March 2000 even after conversion of earlier loans into single loan. 

/Paragraph 9.4.5(i)/ 

Non-realisation of interest of Rs.42.60 crore on loans 
sanctioned to Urban local bodies for water supply schemes. 

/Paragraph 9.4.5(ii)j 

Due to non maintenance of loan ledger by the Agriculture 
department a sum of Rs.4.57 crore .towards principal and Rs.9.39 crore 
towards interest and penal interest remained uncollected. 

/Paragraph 9.4.6(i)j 

Non-recovery of interest of Rs.4.56 crore on un-utilised loan 
refunded belatedly by Mis.Tamil Nadu Small industries Development 
Corporation (SIDCO). 

/Paragraph 9.4.6(ii)(a)/ 

Non-realisation of interest of Rs.79.48 crore in respect of loans 
sanctioned to State Commercial Undertakings and Co-operative societies due 
to non raising of demand. 

/Paragraph 9.4. 7 (a) & (b)j 

Outstanding Loans and Advances and interest amounting to 
Rs.147.84 crore was converted as equity share capital of respective State 
Transport Undertakings despite they have not paid any dividend to 
Government so far. 

/Paragraph 9.4.9/ 
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9.4. I /11troductio11 

Government in pursuance or its policies for achievement of 
various objectives, granted loans and advances to its local bodies. public 
sector undertakings. commercial undertakings. co-operative societies and 
individuals including Government employees. The loans and advances 
sanctioned usually carry different rates of interest fixed by the sanctioning 
authority keeping in view the purpose for \ hich the loans and advances are 
sanctioned. Loans and advances are required to be repaid within the stipulated 
period, in periodical instalments along with the interest. The terms and 
conditions which are specified in the orders sanctioning the loans are to 
indicate the periodicity or instalments. the rates of interest. the mode and the 
manner of repayment of the principal and interest. In case of default in 
repayment. penal inter<.: t is also charged . 

9.4.2 Orga11i.mtio11a/ Setup 

Loans and advances are sanctioned by the administrative 
departments, with the concurrence of the Finance department. Recoveries of 
loans and advances along \vith interest are to be watched by the heads or the 
departments concerned according to the instructions of the Government. 

9.4.3 Scope of Audit 

A review on 'Interest Receipts' or Government from. 1995-96 to 
1999-2000 was conducted during December 2000 to March 200 I by a test 
check of records of Departments of Agriculture, Industries, Transport. Rural 
and Urban Development and Co-operation. Food and Consumer protection 
\\·hich are the major departments from which most of the Interest Receipts 
were realised from loans and advances granted. 

Important points noticed in the course of review are brought 
out in the succeeding paragraphs. 
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IJ.4.4 Treml <~f'/11/eresl Rel'eipls 

The buugct esti mated. actual and non-tax revenue or the State 
during the years 1995-96 to 1999-2000 was as unuer: 

(Rupees in Crore) 

Variations Percentage Totnl Pcrccn-
Year Interest Receipts (+)Excess of vnriation Non- tage of 

(-) Shortfall Tax interest 
revenue receipts 

to Non-
tax 

revenue 
Budget Actuals 

Estimates 
1995- 1 'Jl)(i I (1(1.03 J 42 .8J ( 1·)176.80 i ( r l I 06.80 858A5 39.94 

- e-
19%-1 ')<)7 208.<•X 37 1 21 (I) I (i2.5J ( ~ ) 77.51 885.44 4 I .'JI) 

I ')'J7- I 9')8 3')3 .75 504 . 7() __ ( 1_1 _11 ~ l)~ I ( 1 ) 28 .1 x 1121.87 44.'J8 
-- - - - - - -- - -- ---- --11)98-1 999 ~4'J . I 7 4(N.24 ' "' i cio")7 I (+ ) 17 .20 1156.70 J5 .3 7 

19'19-2()()() 367.67 .lXX. 74 ( +) 2! .07 (+ J 5 7J 135 7.0() 28.(15 

From the above it is clear that the budget estimates framed by 
th e Covernrncnt were not realisti c as the actual receipts \\'as much more th an 
the budget estimates "hich ranged from I 06.80 per cent during 1995-96 to 
17 20 per cent during 1998-99. E\ en the actual rea lisa tion or interest o r the 
previous )ear" as not taken as indicator for preparation of budget estimate for 
the next • ear. 

9.4.5 (i) No11-realisatio11 of i11teresl 011 loll/I.\' .rn11ctio11ed to Rural Loclll 
Bodies (R LB) for IVllfer rnpp(1• .\·cfleme.\· 

Municipal and Water Suppl y Department sanctioned loans 
from the year 1974-75 Oll \\ards to the Municipalities and Municipal 
Corporations fo r executing various deve lopmental schemes. The loans were 
n:quircd to be repaid in annual in stalment with varying ra te o r inten:st from 
I 0.5 per cen t to 17 per cent and to lcv) penal interest at 2 per cent per annum 
in case of default in repa) men t. 

On a pcru al or th e records of' the department it was noticeu 
that Principal amount or Rs.>(>9.56 cro re and inh.!rcst amounting to Rs.195.67 
crorc \\ere in arrears as on 3 1 March 1998 1n r~srec t or I 02 Municipalities and 
5 Municipal Corporations. /\s the principal and interest could not be reali cd 
due to paucity or funds in th e loca l bodies. the principal and interest 
outstanding as on 3 I March 1998 was. however, converted (July 1998) by the 
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department into single loan against each Municipality/Corporation. As per the 
terms and conditions. the converted loan of Rs.565.23 crcirc was required to be 
repaid in 20 years along with interest at the rate of 13 .5 per cent at half-yearly 
instalment by each Municipality/Corporation. 

Consequently the Municipalities/Corporations were required to 
repay a sum of Rs.203.28 crore upto 31 March 2000. A verification or the 
record . however. revealed that out or the amount due for repayment, a sum of 
Rs.70 .64 crore only was collected leaving a balance of Rs.132.64 crorc which 
consisted of principal amount of Rs .36.28 crore and interest amount of 
Rs.96.36 crorc. 

(ii) Non-realisation <~l intere.\·t 011 loam· sanctioned to Urban Local Body 
(ULB) for water supply .\·cflemes 

The Government granted loans amounting to Rs.61 . 14 crore 
between the years 1974-75 and 1993-94 to Chennai Municipal Corporation 
which \: as to be repaid alongwith interest at prescribed rates. Out of the loans 
sanctioned, a sum or Rs.45.04 crore towards principal and an amount of 
Rs.42 .60 crore towards interest due upto 1997-98 were remained outstanding 
as on 31 March 2000. The proposa ls for waiver of the outstanding loans and 
interest were forwarded by the Chennai Corporation during August 1995 to 
Government of Tamil Nadu were rejected in January 1996. No further action 
has been taken to recover the interest along with principal. 

9.4.6 (i) Non-reali.rntion <~l interest due to non-111aintem111ce <~{Imm ledger 

Agriculture Department sanctioned four loans or Rs.6 .18 crore 
from the year 1983-84 to 1995-96 to M/s Tamil Nadu Agro Industries 
Development Corporation (TAI) and Tamil Nadu Agro Engineering and 
Services Co-operative Federation Limited (AGROFED) for the purchase of 
plant. working capital advance etc. The loans alongv ith interest were required 
to be repaid within a period ranging between four months and four years with 
rate of intere t ranging between 15 per cent and 19.5 per cent. On a scrutiny of 
the records it was noticed that principal amount of Rs.4.57 crore and interest 
amounting to Rs.9.39 crore were still outstanding as on 31 March 2000. 
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Agriculture Department being the controlling authority for the 
above agricultural organisations, did not maintain any ledgers and registers to 
watch the repayment of principal and interest and also not monitoring the 
repayment of interest through Demand. Collection and Balance statements as a 
result thereof no demand was raised for the repayment of principal along with 
the accrued interest so far . Consequently interest amounting to Rs.9.39 crore 
alongwith principal of Rs.4.57 crore remained uncollected. 

(ii) Short recovery of interest. 

(a) The Industries department sanctioned (August 1993) Ways 
and Means advance of Rs.8 crore to a State Government undertaking viz .. 
Mis. Tamil Nadu Small Industries Development Corporation Ltd. (SIDCO) for 
purchase of land for Industrial Estate repayable within a year in I 0 instalments 
after the moratorium period of one year. The advance is repayable alongwith 
interest at the rate of 14 per cent per annum. In case of default penal interest at 
2 per cent \\as also to be levied . The interest '"as -to be paid quarterly. As the 
purchase or land did not materialize. SIDCO was directed in February 1994 to 
refund the loan . The loan was repaid in two instalments, in July 1994 and July 
1999. Thc -SIDCO ""as required to pay interest of Rs.4.26 crore and penal 
interest of Rs.0 .86 crore for the retention of the loan from September 1993 to 
July 1999 against which the SIDCO, remitted Rs.0.56 crore only towards 
interest resulting in short realisation amounting to Rs.4.56 crore as on 
31.3.2000. This amount has not so far been demanded from the SIDCO. 

(b) The Industries Department granted two loans to a tate· 
Government commercial undertaking viz. Mi s. Tamil Nadu Cements 
Corporation Limited (TA CEM) to a tune of Rs.2.50 crore at an interest rate 
of 14 per cent per annum in February 1986 to be repaid in eight equal monthly 
instalments lrom April 1986 and Rs.2 crore at an interest rate of 17 per cent 
per annum in February 1991 to be repaid upto June 1991. In case of default 
penal interest at two per cent ' as to be charged. As the company did 
not repay the advance. -the repayment period or advance was extended from 
time to time. but the advances were not repaid hy TANCEM. In the 
year 1995. TA CEM was directed to repay the advances with interest accrued 
thereon int\: enty equal monthly instalments with effect from 1 June 1995 but 
the repayment Schedule, was, however, not adhered to by the TANCEM as a 
result thereof interest amounting to Rs.6.82 crore was due on 31 March 2000 
against which the Department could collect Rs.5.75 crore only and no action 
was taken to collect the balance interest of Rs.1.07 crore on which penal 
interest amounting to Rs.0.24 crore was also leviable. 
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9.4. 7 Non-is.rne of demand notice:,· 

(a) Government or Tamil Nadu granted loans during the period 
from 1968-69 to 1998-99 to eleven 16 State Commercial Undertakings for 
various commercial activities. The loans were required to be repaid within a 
period of 3 year to I 0 years along with interest ranging between I 0.75 per 
cent and 17 per cent. Penal interest is also leviable at 2 per cent in case of 
default in payment or interest. 

On a scrutiny of the records or the Industries Department it was 
not iced that principal amount or Rs.203.82 crorc and interest amount or 
Rs.51.20 crore were outstanding as on 31 March 2000 . It was ob ·erved that 
eventhough no interest was paid by the commercial undertakings. no action 
was taken by th e department to issue demand notices to collect the outstanding 
principal amount of Rs.203.82 crore and interest amount ot· Rs.51.20 crore. 

(b) Co-operat ion, food and Consumer Protection Departtm:nt 
sanctioned loans amount ing to Rs.49.04 crore to 7762 Co-operative 
soc ieties/organisations for developmental activities during the period from 
1992-93 to 1997-98. It was noticed (January 200 I) from the Demand. 
Collectioo and Balance Statement and other records that principal amount of 
Rs.3 7 .28 crore and interest amounting to Rs.28.28 crore (Interest Rs .2 7 .58 
crorc + Penal Interest Rs.0 .70 crore) were outstanding as on 31 March '.WOO 
for "'hich the department had not even issued notices to the concerned 
Co-operative societies till date. 

Thus the interest amount of Rs.28 .28 crorc was outstanding as 
on 31 March 2000 even after the lapse or repayment period ( larch 1999). 

I 6 Tamil Nauu lnuustrial Im cstment Corpuration (T ll C ). Tamil . 'adu Industrial 
De\clopment Corporation (l'ID\_'0). Southern Structurals l.imitcu (SSI.). Tami l 

adu Cemcnts Corporation Limited (TANCl ·. M). Tamil adu l> .. plosi1es 1.imitcu. 
Tamil Nadu Small Industries l)e,·clopment Corporation (SIDCO). Tamil . auu 
1 landicralis and 1 landlo(lJn De\ elopment Corporation 1.imited (Tl 11 IDCJ. ·1 amil 

adu Small Industries De1·elop111ent Corporation (TANSIJ. State l:n!.!ineerin!.! and 
Sen icing Compan) ur Tamil adu (S l·: SCOTJ. Tamil Nadu Steels Li1;itcu er- SI.) 
and Tam il adu l.eather lk1 clopment Corporation I. imiteu (TAI.CO J. 
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9.4.8 No11-le1~1· t~f penal i11tere.\·t 

The Industries Department sanctioned three loans amounting to 
Rs.13.03 crore to Mis.Tamil Nadu Industrial Development Corporation 
(Tl DCO) during 1994-95 which \ ere to be repaid in six annual instalments 
with rate or interest or 14 per cent. In case of default the penal interest at 
2. 75 per cent was to be levied 

It \\as noticed that the corporation did not adhere lo the 
repa) mcnl schedule. Consequent!) for the default. penal interest of 
Rs.18.50 lakh as on 31 March 2000 was lcviable. but the Go\ crnrnenl did not 
demand the penal interest. 

9.4. 9 Co11ver.\·io11 t~f Loan\· iuto eq11i~1· share capital 

Government of Tamil Nadu granted loans and advances 
aggregating lo Rs .624.04 cron: lor 21 Stale Transport Undertakings from the 
) car 1974-75 to 1999-2000. Interest and penal interest thereon "orkcd out lo 
Rs. I 04.31 crorc remaining unpaid as on 31 March 2000. \\as pointcJ out by 
audit in Ma) 2000. 

This huge arrears were pointed out in audit and subsequently 
the Govcrn1m:nl issued orders (March 200 I) lor conversion or all outstanding 
loans and advances and interest thereon upto 31 October 2000 amounting to 
Rs.14 7 .84 crore as equity share capital or the respective State Transport 
Undertakings despite the State Transport Undertakings have not paid any 
dividends so l~1r on the capital investment by the Government. 

The above observation have been reported to Government 
(Ma) 2001) and their repl) has no~ been received (October 2001 ). 
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9.5 Review on Receipts from State raffles 

Higltligltts 

Sole selling agents were appointed without following the tender 
procedure. The lottery schemes designed by the Sole selling agents are 
adopted by the Department. 

/ Paragraplt 9.5.6 / 

Total payout of prize money to the public was less than the 
prescribed limit of 50 per ce111 and there was an unauthorised deduction of 
Rs.8.43 crore from I and Il prizt: winning tickets during the period from 
September 1998 to October 2000. Delay of more than 6 months in the 
disbursement of prize money to the public resulted in mounting arrears to the 
extent of Rs.20.30 crore as of January :2001. 

/ Parawaplt 9.5. 7 / 

Undue financial aid was given to agents by way of payment of 
excess bonus to the tune of Rs.23. 18 crore. Government lost interest to the 
extent of Rs.2.56 crore by allowing unauthorised credit period of 21 days to 
Agents for payment of value of tickets issued to them. 

/ Paragrap}t 9.5.8 / 

The Department failed to deduct tax at source (Rs.12.75 crore) 
from the payments made towards bonus etc., to agents during the period from 
October J 998 to December 2000. The department was thus liable to pay the 
tax due and penal interest at J 8 per cent on the tax. 

/ Paragraplt 9.5.9 / 

There was shortfall of Rs.7.81 crore in transfer of funds to the 
Tamil Nadu Special Welfare fund . There was under-utilisation to the tune of 
Rs.30.45 crore from the fund. 

/ Paragraplt 9. 5.10 I 

No account was rendered for prize amounts upto Rs 5000 paid 
by agen_ts fo the tune of Rs.66.27 crore. 

/ Paragraplt 9.5.11 I 

Improper assessment of requirement of raffle tickets resulted in 
an avoidable expenditure of Rs I. I 0 crore on printing. 

f Paragraplt 9.5.12 J 

--------- ·-- ----
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9. 5. 1 lilt rod uctio11 

Government of India perm ittcd the State Governments to 
organ isc Lotteries to augment resources for wcl fare program mes and 
accordingly Government or Tamil adu introduced Raf'lle scheme in .July 
1968. It was in existence till 15 September I 075 and again revived in August 
1976. The Tamil adu Rarllc Rules. 1976 er RR) frarm:d b) the 
Government of Tamil Nadu remain in the nature of executive instructions by 
way Government Orders and were never placed before the Legislature for its 
approval. 

In April 1994. the Supreme Court or India prescribed certain 
essential characteristics for a Government-organised Lottery which inter-alia 
include 

(i) the draws for selecting the Prize Winning Tickets must be 
conducted by the State itself irrespective of the size of the prize 
money: and 

(ii) if any prize money is unclaimed or is otherwise not distributed 
b) way of prize. it must revert to and become the property of 
the State Government. 

The Government of India enacted the Lotteries (Regulation) 
Act 1998 in July 1998. as a sequel to the Supreme Court"s ruling. \\hich 
specifics how the Lottery Schemes arc to be run. The guidelines issued by 
Government or India in .June 1984 govern the procedures to be observed by 
the State Governments. The Lotteries (Regulation) Act also provides that 
separate rules may be framed by the State Government with the approval or 
the State Legislature. Government of Tamil adu is in the process or framing 
such rules. 

9.5.2 Orga11i.mti01wl set-up 

The Commissioner or Tamil adu Rartlcs. under the overall 
control of the Secretary to Government. Finance Department. implements the 
Raffle Scheme in Tamil Nadu . 

9.5.3 Scope of Audit 

A review of the implementation or the scheme or State lotteries 
in Tami I Nadu was conducted between February and March 200 I and the 
records in the Commissionerate of Tami l Nadu Rartle !<Jr the per iod from 
1996-97 to 2000-200 I (up to December 2000) ' ere test-checked. The results 
of the test-check arc given in the succeeding paragraphs. 

71 

·, 



.·l11dit l?eporl (Rere1111e f?l!ceiplsJ.fiw the .1w11· <'llill!cl 31 .\larch 1001 

9. 5.4 Financial remit.\· 

(i) The number of draws and lhe number or tickets in each lraw 
has increased over a period or lime but the earn in gs out or it to Government is 
not ·Corn men ·urate with the volume of increase in the turnover. On the other 
hand. the discount allowed and the payments made to the agents showed a 
steep increase. A review or the details or gross value of tickets so ld for the 
period from 1995-96 to 1999-2000 revealed thal after the introduction of the 
S) stem of I 00 per ce11t sa le to a ingle agent in October 1998. there wa. a 
stead) increase in the number of draws and the quantum of tickets old. But 
the percentage or the net proceeds to face va lue or tickets declined from 
26.5 per cent d11ri11g 1998-99 to 18 .1 per cent during 1999-2000 (Appendix-I). 

During the period October 1998 to Decembt!r 2000, the public 
received prizes ranging from 41 to 46 per cent of the gross value of tickets 
aga inst the prescribed minimum of 50 per cent. The agents received by way of 
discount and bonus 32 to 41 per cent 'vvhereas their share should 
have been only 32 per cent . The Government's net proceeds ranged 
from I 7 to 22 per ce11t. 

(ii) Treml of revenue 

In each financial year. Revenue Receipts are estimated in the 
Budget based on the projection of number of draws to be conducted during 
that year. But scrutiny of records revealed that there was underestimation of 
receipts under lotteries as given belO\ 

Year Budgeted 
... :J •• ,ft1 Reeeiut 

1996-97 21.83 
1997-98 22.-10 

Actuals Excess 
Gross Receh>ts* 

22.37 0.5-1 
27.98 5.58 

(Rupees in crorc) 

Pereentage 
excess 

2.5 
2-1.9 

1998-lJlJ 50.50 53.62 3.1 2 6.2 
1999-2000 80.0-1 124.41 -1-1.37 55A 

*G ross receipts = Face value of tickets less commission allowed to agents 
The increase in the Cirnss Receipts during 1999-2000 is rnainl) due tn the increase in the 
number or dra\\ sand the quantum or tick els per draw. ' 

9. 5. 5 Failure to j(J//ow the guidelines t~f Government of India 

Lotlcries/Rartles organised by the Government are covered by 
item 40 of the Union List in the Seventh Schedule to the Constitution of India . 
Section I 0 of the Lotteries (Regulation) Act 1998 makes it obligatory on the 
part of the State to follow the guidelines issued by the State Governments in 
conducting the Lotteries. 
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The guidelines given by the Central Government in 1984 cover: 

• The maximum price per ticket 
• Ceiling on the First Prize 
• Minimum intervals between two draws 
• Minimum percentage of outgo of prizes _ 
• Minimum percentage of Net Profit to Gover~nt 

' 
Lotteries organised by the Department have deviated from the 

directions/guidelines given by the Central Government as given belm' . 

I d~ Government of India guidelines read The exJsting system in Tumil Nadu 
t).<. · , with Lotteries Rel!ulation Act. • • 

There nHI) be no l.olleries \\'ith Drm\"s at Dra\\'s arc conJuc1eJ dail) 
intcn ab h:ss than a \\eek . 

2 The Ma,..imum price per ticket can be Re. I !'rices ol"tickcts \ "<Ir) from R~ . 2 to Rs.:ill 
liir ''eek!) Lotteries and Rs .3 for Bumper 

3 The ceiling for First l'ri/.c 

Weeki) l>n111 s : Rs. I lakh 

Bumper Dra\\'s : Rs.25 lakh 

4 the total pri1l· !XI) nut sh11uld not he ks~ 
than )() per cent ur the ( iross \ alue or till' 
tickcb printed 

The amount nr First l'ri/e gi' en ranges 
l"rom Rs.5 lakh tn Rs . 7 lakh for ''eek I) 

Fur Bumper l>rtl\\ ~ it gnes upt11 
Rs.7 crore 
It varies from 41 111 46 per l'Cnt (the 
lkpartmcnt dcJuet~ IO per cent from 
the I and 11 l'ri/.e JeclareJ ). 

When pointed out. the Government replied(July 200 I) that the 
guidelines issued by Government or India have no legal backing but the 
executive instructions by the State Govern·ment over ride the guidelines issued 
by Government of India The reply is not tenable as the Section I 0 of the 
Lotteries Regulation /\ct 1998 provides that it is obligatory on the part of the 
State Ciovernment to follow 1he directions given by the Central Government 
and Government or India has not withdrawn the guide lines issued ear lier in 
1984. 

9.5.6 Appoi11tme111 of .mle .\·e/li111: a;.:e11t.\·ji1r selling raffle ticket.\· 

Initially the sale of raffle tickets was through the Treasuries 
(upto 1987) and the agents appointed by the Department or Raflk or the 
District Collectors used to ·lift the tickets after remittance of the value of 
tickets as reduced by the fixed percentage or discount allowed. Tamil Nadu 
Raflle Rules 1976 governed the appointment of agents. sale or tickets. 
allowance of discount to agents, prize structu"e. conduct or draws and 
distribution of prize money. The sa le of tickets was on .. cash and carry .. basis 
and on many occasions, there \\ere un old til:kets with the Department 
resulting in loss to Government. To overcome this situation. in 1985. 
Government decided to appoint Sole se lling agents for the sale of Rafne 
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Tickets for which tenders were also lloated ; but the plan was dropped. the 
reasons for which were not on record. Again in 1997. the Commissioner of 
Tamil Nadu Raffles(CTNR) submitted a proposal to appoint agents by open 
tender system for each draw for lifting of tickets on ··all-sold .. basis 
(I 00 per cent lifting) but Goveri1ment directed (April 1998) the CTN R to 
continue the existing system. 

However. the CTNR introduced the system or sale of tickets to 
particular agents on I 00 per cent liftment basis with effect from September 
1998. After the introduction of this system. the number of agents in operation 
are only three. as against thousands of agents engaged by the Government in 
the past. The selection of the three Sole Selling Agents was not done 
according to any approved tender procedure. 

Even though the relevant sections of the Rules provide 
restrictions on the face value of the ticket prize structure, agent" s di scount 
etc., in practice, from September 1998, the agent prepares schemes with the 
prize structure. the face value of the ticket including the Agent" s Sel I ing Price. 
the number of tickets to be printed, the design. colour of the tickets to be 
printed. the artwork for the tickets. the periodicity of the draw and the place 
where the draw is to be conducted etc., for the formal approval or CTN R. 

The turnover of the business under raffle runs to crores of 
rupees per annum and the Financial Ru I es and more particularly Section 11( d) 
of the Tamil Nadu Transparency in Tenders Act 1998 prescribes that 
procurement of supplies and services in such cases should invariably be made 
by following Open Tender system. But the Commissioner selected only three 
agents without calling for tenders. When the non- appointment of Sole selling 
Agent through open tender was pointed out, the Government replied 
(July 200 I) that in the present system more than one agent can participate in a 
draw. The reply is not tenable as there had not been even a single occasion 
where more than one agent participated in a draw. The scheme for a particular 
draw is designed by a particular agent and print order is given only after 
entering into an agreement with him on IOOpercenL liftment. 

9. 5. 7 Payment of prize money to public 

(a) Payout below tile pre~;cribed limit of 50 per cent 011 tlle gro.n· value of 
tickets sold 

The scheme of lotteries, as per Government of India guidelines 
1984, clearly envisages that not less than 50 per cent of the gross value or the 
tickets should be paid as prize money to the public. 

Government of Tamil Nadu also specified (October 1999) that 
the prize payout should not be less than 63 per cent of the face value of the 
tickets and agents commission should not be more than 22 per cent in respect 
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or ordinary dra\: s and in respect of bumper draws they should be 
60 and 25 per cent respectively. 

However. test check of records made available to Audit 
revealed that the public got only 4 1 to 46 per cent of the gross value of tickets. 
The reasons are 

(i) deduction or I 0 per cent of the prize money from first and 
second prizes and giving it to the agent who sold the prize winn ing ticket: 

(ii) acceptance of the scheme designed by the agents which 
provides for payment or bonus to agents for each prize given. 

On this being pointed out, the Government replied (July 2001) 
that the Government or India guidelines 1984 have no lega l validity as on date. 
Under Lotteries (Regulation) Act 1998 it is mandatory that State Government 
should follow the instructions given by the Government of India· and hence 
the reply is not acceptable 

(b) Irregular deduction from tile prize money 

Based on th e proposal (January 1990) of the Department, 
Government ordered (February 1992) deduction of I 0 per cent from the I and 
II prizes payable to the public for the purpose of meeting the expenditure 
towards payment of Bonus to Agents till the sales pick up, as Government had 
to distribute prizes irrespective of the quantum of sale of tickets. The Tamil 
Nadu Raffle Rules, however do not provide for such a deduction. After the 
introduction of the·· 100 per cent Liftmenf' scheme in September 1998, all the 
tickets were so ld and there was no case o(unsold tickets with the Department. 
Hence. deduction of I 0 per cent of the prize money from the I & 11 prizes for 
the period from September 1998 onwards is unjustified. The amount thus 
deducted from September 1998 to October 2000 which worked out to 
Rs.8.43 crore is an unauthorised deduction from the prize money due to the 
winners. Government replied (July 200 I) that as the deduction is based on 
the order of the Government it is not unauthorised. The reply is not 
acceptable as the orders given by the Government is meant for a speci fie 
period when the percentage of sale of tickets was low and the situation after 
the introduction of I 00 percent liftment does not warrant the deduction. 

(l~ Arrears in payment of prize to Public 

The statement furnished by the Commissioner on the payment 
or prize money to the pub I ic revealed that as much as Rs 20.30 crore of the 
declared prize money remained undisbursed as of January 200 I. 

Though Government has permitted the Department to operate 
the Personal Deposit Account for quick disbursal of the prizes, there was delay 
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or more than 6 months in payment to the prize winners. Such delays are likely 
to lead to loss of credibility in the minds or public . On thi s being pointed out. 
the Government replied(July '.2.00 I) that the allocation or funds to va ri ous 
departments were being made based on the availability or fund s and cash 
management and that care wi 11 be taken to ensure that the prize amount are 
paid to public without delay in future . This explanation docs not meet the 
poi nt as it is the foremost responsibility of the department to pay the prize 
mone1 promptly out or the receipt from sa le or tickets. 

9.5.8 Umlue jim111ci11/ 11id given to tile agent 

(11) Exe es.\· payment <~l hon u.\· 

As per Rule 20 or T RR 1976, only I 0 /Jer ce111 of' the prize 
amount is payable as bonus to the agents for hav ing so ld the prize \\innin g 
tickets. Scrutiny of the prize structures approved by Department fo r the period 
from October 1998 to March 200 I revealed that the bonus amount in the name 
of CST (Certificate or Sale of Tickets) Bonus and ·Bulk Ticket Bonus 
payable/paid to the agents ranged from 13 to 41 per cent or the prize money. 
When it was pointed out. the Government replied (July 200 I) that the payment 
or bonus is made as an incentive to the agent who has to take up aggressive 
marketing strategies and to bear the risk or unso ld tickets in the unhealthy 
competition posed by other State Lotteries. The reply is not tenable as the 
question of payment or incentive will ari se only when there is more than one 
agent for a particular draw. for which there is no scope in the present system. 
The amount paid as bonus in excess of the prescribed limit during the period 
from October 1998 to December 2000 worked out to Rs 23.18 crore. 

(b) Non levy <~{penal intae.\·t 011 tile credit .rnle <~{raffle ticket.\· 

According to Ruic 19 nr TNRR, 1976. the face value of the 
tickets. reduced by the discount, has to be paid in advance by the agents. 
However, to improve the sale of raffle tickets. Government permitted 
(February 1988) the sale of tickets to the agents on credit basis. after obtaining 
a 'Bank Guarantee' subject to the condition that the amount due should be paid 
to the Department within 30 days from the date of sale or before the date of 
draw. \ hichever is earlier. Ho\. ever, test-check revealed that the agents 
settled their dues after a minimum delay of 21 days from the date of draw. 
When the matter was brought to the notice of the Government it was replied 
(July 200 I) that in other State lotteries a maximum of 120 days is allowed and 
the allowance of 21 days in Tami I Nadu is minimum when compared to other 
States and that the credit period is allowed to enable the agent to reimburse the 
prize amount disbCirsed by him upto Rs. 5000 in each case. The reply is not 
tenable as it violates the pro is ions of the agreement entered into by the agent 
with the Department prescribing the period before which the sale value has to 
be remitted. This resulted in unauthori sed financial aid to the agents. resulting 

76 



Chapter-9 Non-Tax Receipts 

in loss of interest to Government to the tune of Rs.2.56 17 crore for the period 
from October 1998 to December 2000. 

(c) Payment of ho11u!t· 011 ticket5· not .mid. 

The prize structure of each draw provides for payment of bonus 
to agents/sci le rs who sold the prize winning ticket (PWT). The bonus is equal 
to I 0 per cent of the prize which the PWT carries. The agent is entitled for the 
bonus, only if the PWT has been sold by him . When the agent himself claims 
the prize, it goes to prove that the ticket remained with him as unsold. 
However. it is observed that the agent has claimed prize as the holder of the 
ticket and in addition to the prize. the agent was paid bonus also to the tune of 
Rs 20.000 in respect of 4 draws checked in audit. On this being pointed out, 
the Government agreed (July 200 I) to take care and it will be seen that no 
bonus is paid to the agent on the unsold tickets in future . 

9.5. 9 Omis.\'ion to deduct tax at .murce 

Under the provisions of Section I 94G of the Income Tax Act. 
where any payment is made by way of commission, remuneration or prize to a 
person. who is or has been stocking. distributing. purchasing or selling lottery 
tickets. income-tax at the rate of ten per cent has 19 be deducted . But on 
payment or bonus. prize money on unsold tickets etc .. made to agents. no 
income tax was deducted consistently by the Commissioner. When the 
omission to deduct tax at source in a few cases was pointed out, the 
Government replied (July 200 I) that as per the legal opinion obtained from a 
senior Advocate the deduction was not called for. as the agent disburses the 
bonus down the line he is only a vehicle of disbursement. The reply is not 
tenable. as Section I 94G has been clearly worded so as to avoid any such 
loopholes. Payments in whatever name offered to a person who acts as an 
agent selling lottery tickets, has to suffer TDS (Tax Deducted at Source) if it 
exceeds Rs. I 000. To avoid hardship to the genuine person the Income Tax Act 
provides for exemption from TDS or deduction at a lower rate, if the 
respective Income Tax officer is satisfied and gives orders for the purpose. For 
this purpose the agent who claims exemption has to approach the ITO and file 
full particulars of receipts and disbursements with proper acquittance. The 
TDS is to be taken as payment of Advance Tax by the agent at the time of 
arriving at the actual tax payable. 

For the omission to deduct tax at source, in addition to the 
liability of.payment of tax due in these cases, the Commissioner will be liable 
to pay penalty and also interest at the rate of eighteen per cent per annum on 
the amount of such tax from the date on which such tax was deductible to the 

17 
Rs 216. 78 Cron.: X 20.5 per ce111 X 2 I /3 65= Rs 255.68 lakh 
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date on which such tax is actually paid. It will become the ultimate liability of 
the Commissioner to pay these amounts. as there is no bii1ding clause in the 
agreement entered into with the agent. For the period from October 1998 to 
December .2000. the payment 111adc to the agents as bonus etc. worked out to 
Rs 127 .54 crore. The Commissioner had not deducted the tax due thereon, 
whi ch was Rs 12.75 crore. 

9.5. I 0 Sl10r~fal/ i11 trn11.~fer t~fji111ds 

(a) Slwrtfal/ i11 tra11.~fer <~lfiuuls to the Tamil Natlu Special Welfare 
Fund and poor utilisation <~ltltejiuulf(Jr welfare scltemes 

The primary objective of the raffle scheme is to augment 
resources lor the welfare schemes and, accordingly. every year 75 per cent of 
the annua l net proceeds from the lotteries has to be transferred to the Tamil 
Nadu Special Welfare Fund for the implementation of various welfare 
schemes. as stated in Government order of February 1971 .Test-check 
revealed that instead or a sum or Rs.50.64 crore, being 75 per cent of the net 
proceeds under the scheme for the period from 1995-96 to 1999-2000, which 
was to be transrerred to the Fund, a sum of Rs.42.83 crore only had been 
transl"erred leaving a shortfall or Rs. 7.8 1 crore. The balance amount of 
Rs .7. 81 cron.: stands included in the Conso lidated Fund of the State wh ich is 
contrary to the objective of the scheme. Yearwise data is at Appendix-I. 

Moreover, out of the amou nt of Rs.42.83 crore transferred to 
the Fund during 1995-96 to 1999-2000. only an amount of Rs.12 .3 8 crore was 
uti I ised fo r we lfare schemes (29 per cent). The balance amount of 
Rs.30.45 crore remained unutili sed as on 31 March 2000. 

As per the Government Order on the administrat ion or the 
Tamil adu We lfare Fund. a committee has to be const ituted for reviewing the 
requirement of funds fo r the Welfare Schemes and take decision on the 
transtcr to the Fund . But no committee was formed and no such meetings 
were convened during the period 1996-97 to 2000-0 I. 

When the matter was reported to Government. it was stated that 
the exact proceeds from lottery receipts could not be ·anticipated and therefore 
transfer of funds \ as restricted to the budget provision. The reply of the 
Government is not tenable as the main objective of the lottery scheme is to 
transfer 75 per cent of the net proceeds of the scheme towards welfare 
schemes. 

(/J) Sl10rtj(1/I in tran.~fer of jiuul!; to Tamil Nadu Ex-servicemen 
Personnel Benevolent Fund 

The entire net sa le proceeds of the first draw to be held in the 
month of December every year shou ld be transferred to the Tamil Nadu 
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Ex-servicemen Personnel Benevolent Fund as per the Government orders or 
March 1981. 

Test-check revealed that the Department had effected the 
transfer based on the budget estimate, re ulting in short transfer of money to 
the Fund . As against the actual net proceeds or Rs.18 .74 lakh, a sum of 
Rs.5 .25 lakh only was transferred to Ex- rvicemen Wellare Fund (for the 
period from 1996-97 to 2000-2001) leaving a shortfall of Rs. 13.49 lakh . When 
this was pointed out the Government agreed (July 2001) to evolve necessary 
mechanism to ensure proper transfer of proceeds to the Special Welfare fund . 

9.5.11 Failure to account.for the di.\·hursement t~f'prizes by the a{{ent.\· 

The agents are permitted to make payment of prize amount 
upto Rs.5,000 and render accounts for such transactions duly supported by 
relevant prize winning tickets for verification of the correctness of the 
payments made and to claim reimbursement. 

However, in respect of prize amounts claimed to have been 
paid by the agents to the public, no details of the claimants were furnished by 
the agents. Neither the department had ever insisted. nor the agents submitted 
any accounts in this regard. The agents simply surrendered the prize winning 
tickets and the value thereon amounting to Rs.66.27 crore was adjusted from 
the payments due from them towards the litling of tickets. The prize winners 
are supposed to affix their signature and write their name and address in the 
space provided therefor on the reverse of PWT, in token of their claim for the 
prize. In all the claims of reimbursement preferred by the agents. the tickets 
did not bear any signature, nor did the agents file any statement showing the 
persons to whom the prize amounts were disbursed. In the absence of any 
proof that the prize winning public had been paid by the agent, it may be 
possible that the agent has claimed the, prize as if the ticket was unsold. It 
would attract the provisions of Income Tax Act also. When the omission was 
pointed out. the Government replied (July 2001) that necessary instructions 
would be issued in this regard. 

9.5.12 Irregularities in printing of raffle ticket.\· 

(a) Printing by Government Press 

As per the provisions of Rule 11 of Tamil Nadu Raffle RLiles 
1976. the printing or raffle tickets liad to be done by the Government press . 

Scrutiny of records at Government press revealed that in 
respect of the fol lowing draws, the tickets were printed in excess and the 
excess tickets had been delivered to the agents. The Commissioner did not 
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have any knowledge about the excess supply. till the time the agents brought it 
to his notice. 

Name offhe drnw Series Tickets printed in Number 
excess of tickets 

I 36'h Vaigai XO 303500-303549 50 

76'h Kaman 0 3068 I 0-3068-17 38 

76'h Kaman I' 3068 I 0-3068-15 36 

Test-check at the Government Press revealed that about 26.000 
tickets are printed in excess for every draw due to some technical reasons and 
those excess tickets did not have numbers. It was also ascertained that some 
of those dummy tickets were used for replacement of defective tickets noticed 
at the time or checking and the remaining tickets were destroyed in the 
presence of the Assistant Works Manager of the Government Press. ntil the 
matter of excess issue of tickets was taken up with the Government Press by 
the Agents, the Commissioner was not even aware of the fact that for each 
draw 26000 tickets are printed in excess of the quantity ordered. There is no 
mechanism available with the department to ensure that the Press printed and 
released only the quantity ordered for printing and the tickets printed in excess 
of the requirement are destroyed under proper supervision. When this was 
pointed out. the Government replied that necessary instructions have been 
given to ensure cent per cent check on the tickets printed and issued. 

(h) Printing by Pril'ate Securi~I' Pres.\· 

(i) As the capacity of the Government press was limited. 
Government permitted the Raflle Department to entrust the work to approved 
private security press subject to certain conditions. One of the cond itions \\as 
that a senior officer from the Department should supervise the work to ensure 
I 00 per cent perfection and security. But no officer was appointed to 
supervise the printing done in private security press. 

(ii) On one occasion. the work of printing was entrusted to 
Mis K.L. Hitech Security Press Limited for the period from November 1998 to 
July 1999. The firm had to pay a sum of Rs.16.20 lakh as Security Deposit as 
per the tender conditions and agreement, but paid only a sum of Rs.2 .00 lakh 
and no action was taken by the Commissioner for collection of the balance 
security deposit due. 

(iii) For the period from August 1999 to October 1999. 
Commissioner placed orders with M/s. Manipal Press Limited .. Karnataka. 
without following the open tender procedure. The firm paid the sccurit) 
deposit of Rs 12.00 lakh due in October 1999 belatedly in January 2000. 

----·------
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When the irregularities were pointed out. the Government 
agreed (July 200 I) to examine the issue. 

(l) Omi.n ·ion to make proper assessment of requirement of tickets to he 
printed. 

Scrutiny of records relating to the print111g of raffle tickets 
revea led that the percentage of tickets printed but not so ld varied 
from 20 to 39 for the yea rs 1996-97 lo 1998-99 

!fad proper assessment of requirement of tickets to be printed 
been made by way or market survey or by comparison of sa les during the 
previous quarter. the department could have avo ided the expenditure of 
Rs. I 09.71 lakh incurred on printing of tickets which remained unso ld . 
Govern ment accepted (.I u ly 2001) the point and has stated that there has been 
no recurrence of this nature now. 

9.5.13 Non-maintenance <~l Draw Result Registers 

As per Rule 3 1 of TN RR 1976, the Reg ister of Prize Winning 
Numbers has to be kept under the personal custody of the Commissioner. As 
soon as a particul ar number is drawn. the prize winning numbers shall be 
entered in the register by the Chairman of the Committee in whose presence 
th e draws arc conducted, and a ll the members of the Com mittee are required to 
sign the register on completion of the draw. However, no such reg ister was 
being maintain ed and all the members and the Chairman signed in loose 
sheets. When the 0 111 ission was pointed out, th e Government agreed to take 
necessary action. 

9.5.14 Conclusion 

The Govern ment shou ld fo rmulate a system to appoint so le 
sel 1 ing agents through open competitive tenders. Stop the deductions from the 
pri ze money due to winners and its subsequent payment to agents as it has 
resulted in undue benefit to th em. Quick disbursa l of prizes to the public 
should be ensured so that the credib ility of the Government is not lost. The 
percentage (75 per cent) or annual net proceed should be transferred to the 
Funds instead of retaining it in the consolidated fund and its full utilisation is 
ensured to achieve the objective of the scheme. 
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C - ENVIRONMENT AND FOREST 
DEPARTMENT 

. . 

9.6 Non-realisation of interest 

Government transrcrred (April 197-t) 77010.71 .hectares of 
Forest land in Tiruchirappani. Pucl ukkottai, Karaikucli and Cuclclalore regions 
to Tamil adu Forest Plantation Corporation (TAFCOR ), Tiruchirappalli on 
lease basis for thirty two years. The lease rent initial ly fixed in February 1978 
was Rs 20 per hectare per annum for exi ting plantation and Rs I 0 per hectare 
per annum ror unplanted area. which was revised periodicall) from time to 
time. /\ part or the lease rent was paid by T/\ FCOR and th e balance amount 
of lease rent payable as on 31 March 1995 \\ orkcd out to Rs 952.96 lak h. 

Based on the request (April 1996) or TAFCOR to convert a 
part o r ·the arrears (R 3.50 crore) into equ ity shares. Government ordered 
(October 1997) that Rs I 00 lakh be con erted as equ ity share capital and the 
balance amount o( Rs 852.96 lakh as on 31 March 1995 to be refunded to the 
Go ern111e11t along with intere tin fi e equal annual instalments from 1997-98 
onwards. The interest at 15 per cent was to be paid fro111 the date fro111 which 
lease rent had fallen due. 

TAFCOR paid Rs 854.30 lakh in s ix in sta l111ents between 
.January 1998 and October 1999 towards the lease rent due only. Even th lugh 
(]ove rnrnent ordered in October 1997 that the arrears of lease rent had to be 
paid along \\ ith intere ·t at the rate or 15 11er cent. the matter \\as not pursued 
by the District Forest Onicer igorou ly. In November 1999. the Corporation 
requested for waiver or interest on the arrears or lease n.:nt t.lue. 13ut 
Government ordered (March 200 I) to remit the interest on the oubtanding 
lease rent due from 1974-75 amo unting to Rs 1566.45 lakh \\ ith in the cu rrent 
linancial year. c nsidering the ound linancial po ition or the Corporation. 
l3ut, insp ile or Government order. no intcre t \\ as paid by the Corporation as 
of September 200 I. 

The matter was reported to Government in April 200 I; no repl y 
has been received (September 200 I) . 

--------- -------- - --
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( D -HOME DEPARTMENT ] 

Non-collection of recurring and non-recurring expenditure 
from Tamil Nadu Electricity Board 

Government accorded sanction between January 197-+ and 
Februar) I 995 for estab l ishrnent of fire stations inside the premi es of Ennore 
Thermal Power Station. Tuticorin Thermal Power Station, Mettur Thermal 
Pov.er Station and orth Chennai Thermal Power Station \Vith the required 
stalT to man them and lor the purchase of appliances. The recurring 
expenditure tOv\ ard staff and maintenance of appliances was to be shared 
equally bet\\een Government and Tamil adu Electricity Board er EB) in 
respect of the fire stations at Ennore Thermal Power Station and Tuticorin 
Thermal Po\\"er Station. The entire recurring expenditure was to be recovered 
li·nm Taniil Nadu l:lectricit; Board in respect of lire stations at Mettur 
Therma l Power Station and North Chennai Thermal PO\ er Station. The non
recurring expenditure was to be recovered in fu ll from TNEB. 

The Divisional Fire Orticers worked out the recurr111g and 
non-recurring expenditure incurred in respect ol'the lire stations situated in the 
-+ therm a I pO\\ er stations and !'urn ished an expenditure statement to the 
Director or Fire Services. who after verifying the accuracy or the 
expenditure statements. raised demand on Tami l Nadu Electricity Board 
bet\\ een Februar) 1999 and December 2000. Test-check of records in the 
Director or f'ire Ser ices revealed (March 200 I) that there was delay in 
submission of expenditu re statement by Divisional Fire Officers and delay of 
upto 3 yea rs in raising demand by Director of Fire Services on TNEB. As of 
March 200 I. Rs.358.22 lakh demanded (February 1999 to February 200 I) by 
Director of Fire Services for the period from 1996 to 2000 (Appendix II) had 
not been paid by T EB in respect of the four Thermal Power Stations. The 
matter was not effectively pursued by the Director of Fire ervices. 

The matter was reported to Government in May 200 I; reply 
had not been received (September 200 I). 
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E - REVENUE AND HOUSING AND URBAN 
DEVELOPMENT DEPARTMENT 

9.8 Non-payment of Government due~ 

Government ir ' 
Officer, Chengalpattu to har 
poramboke land in Par 
Housing Board (TNW 
fixation of land cost. . 

Government in NovL 
cost at a concessional rate of Rs 62.L 
lands alienated to TNHB for impleme1 
under Tamil Nadu Urban Development 
District Collectors with the approval 
Commissioner of Land Administration 
market value of lands alienated to TN1 
market va lue so fixed and the concessio 
support or Government to TNHB for t 

instructed (December 1994) to charge inter, 
annu m upto March 1992 and at 12 per cent pt 
land and rem it to Government. 

1e District Revenue 
.arcs) of Government 
dur to Tamil Nadu 
ices Scheme pending 
ard in.October -1988. 

'CI · · 

orders fixing the land 
respect of Government 

;s and Services schemes 
NUDP) . The respective 

cia l Commissioner and 
,iere required to fix the 
: difference between the 
as to be treated as cash 

.me. Government further 
he ra te or I 0 per cent per 
um thereafter on the cost or 

Audit scrutiny (July 1999) revealed that under the !\ vadi 
Scheme. 48.07 hectares or land was transferred to TNHB. on which nats were 
built and allotted to the public . Tamil adu I lousing Board \ orkcd out the 
market alue of land as Rs 29.80 lakh and interest of Rs 7..+2 lakh at the rate 
or I 0 per cent per annum upto .January 1991 and paid (January 1991) an 
amount of Rs 25 lakh leaving a balance or Rs 12.23 lakh . The District 
Revenue Officer. Thiruvallur failed to raise the de111a114! f.'or payment of the 
balance amount. The interest for the unpaid bala1ic~ 'f1:b n{F~brua

0

ry 1991 to 
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March 200 I '"orked out to Rs 25 .68 lakh . Thus inaction on the part or the 
Revenue Department resulted in non-collection or Government revenue to the 
tuneol'Rs37.91 lakh . 

The matter was reported to Clovcrnment 111 Ma\ 200 I: rep I~ 
haJ not yet been recei ved ·(Scpternbt:r 200 I). 

Chcnnai, 

The 1 1 DEC 2001 

New Delhi, 

The ;. SJ -A-N 200Z 

("LTllEETHAl'i) 
Accountant General (Audit) II 

Tamil Nadu 

Countersigned 

(V.K.Slll':\(;l.l) 
Comptrolkr and /\udittir (jcncral 

or India 
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APPENDIX I 

(Para No.9.5.4) 

Financial Results of the Raffle scheme for the period 
1995-96 to 1999-2000 

( Rupee~ in Lakh) _, -
J 995-19'>6 1996-1997 1997-1998 I 998-1999 1999-2000 

hu.:c \'alu1.· 11l'lhc 3087 . .l I 2') I 0.8 1 3:W 1.28 7-U0.20 I 556'J.03 
lid.els su ld 
I \.'SS l)i~l.'llllllt (>-15 .87 (>7 -U3 793. 10 20(>8. I .5 1 127.71> 

>- -
( iros'> Receipts 2-+-+ 1.-+-+ 223(,, _-8 271J8. I 8 53Ci2 .05 
( ".ik l'rnl'l:l.'d~ or 
tid.l.'l\ ) --- ---·- · - ---- --~ -- c---- ':';j I ~W1.X) -I .\pcnd iturc in..:urrn l I 'J37.1J I 1559.8 1 332(1.98 

-----) - ~~ tolh1.T than salaries) . -----·-4·--- ------------ - ,._ --- -
lkJlallCl: )03.53 (>7(>.77 l)) I .. >3 20.l5.07 28lJ 1.72 ----- ----- -·-~-- ·--- - - ----
-.;;d;1rics -+3 .•>() -l 5.-H1 57 . 7(1 <i .J .')8 75. 1)1) 

Net Proceeds 459.63 631.3 l 893.57 1970.09 2816.13 -
Pc1Te11tage of et l-1.9 21.7 24.9 26.5 18.I 
proceeds to Face 
va lue of tkkl'ts J' 

ST..\TE:\IEYI SllO\\"l\ C "1 ll E ~ llORT F . \1.1. I;\ TllE TR,\ NSFER OF Fl ' '.'\DS TO 
T~ \\ ELF..\ RE IT ' D 

(Para i\o.9.5. 1 O(a) 

u pees 111 a~ I (R L 11 ) - I 9'J5-1 ')96 I 1996-1997 1997- 19911 1998-1999 19'J9-2000 Total 
-

I Cl -l:i9.63 631.31 89~.:;7 1970.09 2816. 13 6770.73 

Proceeds 
- ~----15. 1 1 I --·-

I ransll:rn.:d 1.69 0.2 ·~ 0.73 0 .90 18.67 
[ (I 1-. \-

i Sl:l"I il.'l.'1111.: 11 
11\.' lll'I ll ll'lll I 

I 
h111 d I 

- ------------->-------- ---
llal :11 1..:c -1 -1 -1.)2 1 629.(>2 893.JJ 1969.36 28 15.23 6752.06 

- ·--7 5"" thl.'l"l:llll ""I ""I ""I ' ( -17'2.2 I 6(>9. 99 1-177 .02 2 111.'12 506-1 .0-1 JJ.l.J) 

/\ 1111 lll llt 24:UO i 2-l :i.OO 556.3) 1125.00 21 I I. 19 4282.84 
1ra11sll:rrcd tu 

I I ~ Special 
V. "cl li1rc I· und I 

I 

Balance to he 88.09 J 227.21 113.6-1 227.21 0.23 781.20 
tran sfrrTt'd I _________ I 
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APPENDIX II 
(Para No.9 .7) 

--· ---.....--~~..------··----____,.. --.---···-· .. -.......-..--

St:ition/ Claim of tn<lintcnanrc drnrgc from Collcdion from Balance 

Ye:ir TNEB TNEB and 

Date/ Date/ Amount Date of Amount 
reasons 

month month of demanded receipt received 
for short/ 

,_ 
of raising (Rs. in (Rs. in 

exrcss 

Ii l"C('l'ipt 
receipt demand lakh) .. lakh) (Rs. in I 

of on TNEB lakh) 
' ex pen-

I' dit u re 
state- ' 

' 
lllCll l 

fro111 
OFO I 

ETPS 

I ')1J8 I l i l lJ'll) 12•2()()() I I .OJ I !'\i i I N il I I .OJ I 
I 

I IJ!Jl) -I 2()()() 1212000 17.17 Nil ' ii 17 . 17 
-

2000 Not yet claimed --
NCTl'S ·-- --- - . - -
l l)')(i 8 ' 1tJl)7 I <J.5 .2lHHl I 5.8t) ' ii ! Ni l 15.81) ___ ....____ - --

I I l)l)7 3/ 1 l)<J8 2 200 I 2-1.0-1 Ni l ii 2-1 0-1 
- - - - - -

I <JlJ8 l) / I l) l) l) 2/200 I .18. 13 ' ii I N il 38. 13 

l l)l)l) V21l00 2 '200 I 37.82 L Nil I Nil :n .82 
>- · 

2000 ot :ct cla imed 
- - -- - - -

;\ITPS -- - -- -
I <Jl)(, )' I ')'>7 5 2()()() ~J . .lX !\ i I I Nil 23.3X --

T I ')')7 8/ I 'J'J8 5 2000 .1 I .8l) I ii ii .11.89 
- - -- - - -· 

1998 211 l)<)l) 5/2000 ]7.:.lJ I ' i i :-\ii .17.5lJ 
·-

l l)l)l) 212000 512000 -10.68 I ii i Ni l -10 .(>8 _,__ 

2()()() 1·201) 1 2 '2lHl I -10.(>(> Ni l i ii -ll J.(i(> 

TTl'S -- I -
1 I <Jl)(, t)J I <J'i7 5.12()0() 12.17 In c lude~ 

I 'N7 5/ I lJ'J8 512()()() 15.2<> 23 I 0 I 2').0<) arrear~ in 

' 200 1 I respect oi' 
' 

011.2,+N;1 
I 

prL'\ iou~ 
~car~ --

I tJ<J8 81 I 'i'l'I 12 20()() ' ii 20.2'1 
' 

I l)l)l) ] /20()() 1212()()() I 'J .<i) I !'<ii :\ii I lJ.Ci) 
- ~--

2000 ot ~c t claimed 

I .. , Total 358.22 

---------------------- --- --------- - -
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