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PREFATORY REMARKS 

This report for tlte year enclell 31 Marclt 2000 has been prepared for 

.mhmi.ssion to the Gol'ernor under Article 151 (2) of tlte Constitution. 

The audit of revenue receipts of the State Government is co11ductetl uncler 

Section I 6 of the Comptroller and Atulitor General's (Dutie.s, Powers and 

Lomlitions of Service) Act, 1971. This Report pre.fiellts the results of audit of 

receipts comprising Sale.fi Tax, Stamp Duty a11d RegistraJion Fees, Taxes 011 

Veltic/es, State Excise, Agricultural l11come tax, Urban Laml Tax, Other Tax 

Receipts and No11- Tax receipts. 

The cases mentioned in this report are among those which came to notice in 

the co11rse of test-audit of records during the year 1?99-2009 as well a.5 those 

noticed in earlier years, but could not he i~tcludetl in previous years' Reports. 
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The tax and non-tax revenue raised by the Government of 
Tamil Nadu during the year 1999-2000. the share of divisible Union taxes and 
grants-in-aid received from the Government of lndia during the year and the 
cotTesponding figures for the preceding two years are given below: 

(Rupees in crorc) 

1997-.98 

I Revenue m1sed by the State 

II 

III 

rv 

• 

•• 

GO\ ernment 
(alTa'\ re,enue xr,R5.C..t % 25. ~() IOtJ I R. 93 
(b) Non-tax revenue* 11 2 1.87 1 1 sr,. 10 1356.85 

(I IOS.X6) ( 112lU>O) (1 3 J 7.66) 

Total- f .9807.51 10782.00 12275.78 
(1)7') I.Sfl) (ti175J;JO) {12236.59) 

Receipts from the 
Government of India 
(a) State's share of divisible 272X.:lll 2-HlR.'JR 2667.00** 

Union ta:-.cs 
(b) Grants-in-a1d 1051.1~ 106tJ.R5 138-U5 
.Tohd - 'lV'\''''· -:=:-

... 
;-: .,. 3771).44 . ,, , .. ·'/JHS.SJ ' -;- 4051.75 

Total rccripts ur the 
State Government 13586.95 l~2CiiUU 16327.53 

l (I) +(II) I ( 135 711. 9-') (1-'232.13) (162H8.:U) 
Percentage of r to lii 72 76 75 

Figmes in bmckets representing non-tnx revenue include rece1pts from lotteries net of 
expenditure on prit.e winning tickets. 

. . 
For dc,tails please sec Statement No. I I - Detmlcd Accounts of Revenue by Mmor 
Heads ef the Fi11.1nce Accounts of the Government of Tamjl Nadu for the yec1r 
I 999-2000. Figures under the Head ' 002 I -Taxes on Income other than Corporation 
Tax - Shnre of net proceeds assigned to Staics' booked in the Finance Accounts 
under ·A -Tax Revenue' have been excluded from rc\'enue raised by the State' and 

included in Stnte 's share of divisible Union taxes· in this Statement. 
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.luclil Ueporl (Rc•,·emw Uecl!lfl/SJ fhr I lie \'ear ended 31 .\ lorc:h ](}(){J 

(i) The detai ls of tax revenue raised during the year 
1999-2000, along with the corresponding fi gures for the precedi ng two years, 
arc given below 

(Rutlccs in crorc) 

Sl. Heads nf •·c,·cnuc 1997-98 t 9CJH-99 19?4J-2(1fHI Pct·ccnfliJ!C of 
No inc r~:~sc (+) or 

-· dCCI'CllSC ( -) in 
1999-2000 m ·cr 

' 199S-9!J 

I. Sales Tax 5(,()] . 7') (d 12.'J-! 70:?-Ul (+) 15 

2. St:11c Excise 129'J.R5 1709.X I DO 1. 711 (+) 7 

1 S1amp Dul~ and (,11.55 (, 72.52 XI75X (+) 22 
Reg1stmt•on Fees 

-! . Taxes on Vehicles ~(,') , (,') 51lU-! 577.'JX (+) 12 

5. Land Re,·cnue W .ll 2X.2'J -! 7 23 (+)fl7 

6 . Ta:..es on Agricullural 1 •) ~() 1X 51 17 7X ( -) 5-! 
Income 

7 Ta:..cs on lnunm able 10.% I~ . I X IU7 (-) )') 

Propcn~ oilier than 
Agricultural L:1nd 
(Urban Land Tax) 

X. Olhcrs 570. 1:1 5~1l . X'J 5XX.% (+ ) II 

TOTAL H6~S.C..t 9(t25.30 10918.93 (+} 13 

(ii) The dett~ il $ of non-tax revenue real ised during the years 
Jl)97-98 to I ()99-2000 a·re given belo\\ . 

(Rutlccs in crorc) 

.. St. He~td~ «Jf rc\·enue .J99UJ8 199R~99 1999-21100 ren-ent:1~t or 
.Nil ··: inert ase ( +) d •~ 

,,,:::==~==:l:=~:'i::=' 
.. . ':·' 

1 q:~:~~~~rr~~~ d\'cnoa~ ( .. ) in ·t<::<;::> 
: zJ~:iit< J 999-2flfl0 O\'Cr 

< 
l'· .. ·,, 

' v -~ •• · :··~ ,:,,.;: ·-~ .,, 
)99~~99 

I l ntcrcsl Rccciplo;. 50-t 70 -!II') .1-t 1X!<. 7-t (-) 5 
D1' 1dcnds and 
Prolll ~ 

2 Crop Huo;bandr\ h5.)(, 71AX 75. 11 ( ... ) 2 
... 
.I . Forest ~ and Wild .t~ .M1 (,~ _ ()() 1.111.01{ (+ ) 103 

l ife 
-! . Non-Ferrous Mining X').')-! I II 1.11-! Ill 25 (+) 12 

and Mclallurgical 
lndusl rics 

5 . • Educ:11ion. Spons. .n u ~!U9 -!.t.H6 (+) 17 
Art and Cullurc 

h Olltcrs JX-! .RX -! 711.65 (1(1-! . 71) (+) 21) 

TOTAL 1 12UI7 f (~.70 1356.85 (+) 17 ;> 
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( '/lnpler- 1 ( ie,u•rnl 

The variations between budget estimates of revenue for the 
year 1999-2000 and actual receipts under the principal heads are g iven below·-

SJ. 

I. 
2. 
3. 

-+ . 
5. 

7. 

1-lt>ads o.t :nwcnoc 
.-.: 

Sales Ta-.: 
Stale Excise 
Stamp Duty ~nd 
Rcl!,istration Fees 

« 

Taxes on Vehicles 
Land Re,·enue 
Taxes on Agricultural 
I llCOIIIC 

Taxes on Immovable 
Property other lhan 
Agncultur.tl Land 
(Urba n Land Tax) 
Other Taxes mtd 
Duties on 
Commodities and 
Sen ices and Taxes 
;md Duties on 
Electricit\ 

') . I ntcrest Receipts. 
Dh·idends & profit s 

10. Non-ferrous mining 
<1 nd Metallurgical 
In dust rics 

I I Crop Husb~ndn 

12 Roads and Bndgcs 
13. M~_1or and Mednuu 

Irrigation 

Bl;dgct 
df"imatcs 

(,X.\21)(1 

I X(,O.OO 
735.00 

57.+ .00 
35.00 
J!UlO 

11.00 

l 'Jl. ()(I 

11 5.6X 

1-+.IJ') 
1.:w 

Actmtls 

702-Ul 
llU3 .70 
Rl7.5X 

577.1JR 
-+ 7.23 
17.7X 

II.-+ 7 

JRR. 7-+ 

113.25 

75. 1.1 

'V:LdaJions 
iri·c,·ea'se (+) 

' dccr{'IL'IC (-) 

(+) I 'J2.2J 
(-) 2C>.:HI 
(+) 82.5X 

(+) 3.9X 
(+)12.23 

(-)20.22 

{-)1.53 

(+)21.(17 

(-)2.-B 

(+)0.6 ') 
(+)1.+.-+ I 

(+ )2.)(, 

( RuJlCCS m c.-ore 
1 ,Pct;~!:JJilJ!C o( .. 
,Y•u·iati!)n 
·c:n:cn(+) 
s~Hlrtfall H 

(+) 2.H I 
(-) lA I 

t+) 11.23 

(+) 0.61) 

(+) 3-+.IJ-+ 
(-)53 .2 1 

(-) 11.77 

(+ ) 2.36 

(+) .'i.73 

(-) 2.10 

(+) 0.91 

(+) 15 07 

Taxes on Agricultural Income: The decrease (53 .2 1 per cent) 
was due to low price of tea 

Land Revenue: The mcrease (34. 94 per cent) was due to 
collection of arrears. 

The reasons for vanattons m respect of other heads though 
ca lled for from the State Govemmenr have not been received 
(September 2000). 

2-25--4• 



I udlf Report (Rel'enue Receipts) filr lite year ended 3/ .\larch :!000 

The gross collections in respect of major revenue receipts, 
expenditure mcurred on their collection and the percentage of such 
expenditure to gross collections during the years 1997-98, 1998-99 and 
1999-2000 along with the relevant all India average percentage of expenditure 
on collection to gross collections for 1998-99 arc given below: 

(R UJlCCS m crorc 
.·. 

Sl. )lead5 of Yrnr Gross 'Etpen- Pcrecnta~c Alllodia 
No t'C\;enue .; roll('('thm dihH'r M of expM- ;a\ferag(\ 

, .. 
l 

co lire- ditut'C (0 t•en;en~ 
,(N> ~ 

.t ••• y tiou ~··os.ll t;\~efo•· 
:,{j 

« •. ,:· >; ·• 

.. ~l ~~ ... =-·-::. · . . (; ~:,.. ·, 

~:».~ :: .. 'rolle~tion the lear 
.... ·,. >i(k . <=;; .'!' j· •• :: .. •.· 

J~)R-99 ·.·. ·• :=:· 

I. Sa les Tnx 19'J7-IJS 560]. 79 6').69 l.H 
1998-')') 6 11 2.1)4 99.45 1.62 1.40 
1999-2000 7024.2:1 102.02 1.45 

2. State Excise 1997-9R 1299.85 11.70 0.90 
IIJ9R-99 1709.8 I 15.55 0.90 :1 .25 
1999-2000 IR:l:l.70 21U2 1.11 

:1 Stamp Duty and 191>7-98 6:11.55 14.27 5.4:1 
Regist ml ion 1998-91) 672..52 5.1 .94 !Ul2 5.45 
Fees 1999-2000 8 17.58 55.44 6.78 

4. Taxes on 1997-98 469.69 16.03 3.41 
Vehicles 1998-99 5 18.14 21 .69 4.19 3.22 

1999-2000 577.98 26.29 -U5 

The details of assessment cases in respect of Sales Tax, 
Agricultural Income Tax and Urban Land Tax pending at the beginning of the 
year, cases due for assessment during the year, cases disposed of during the 
year and number of cases pending finalisation at the· end of the year 1999-
2000 .. as furnished by the department are given below: 



( ·ltnpter-1 ( ienernl 

~~~!f-!"! ;~J~t:~ '!T~ ·~~~ 
Sales Tax 3~.2()(, 1.41.906 1.76. 11 2 LA7.037 29.075 

2 19 2 Agricultural 11 2 4.102 4.2 14 3.995 
Income Ta~ 

3 Urbnn Land Ta~ Nil 5445 5445 2334 3 11 1 

As on 3 1 March 2000 arrears of revenue pending collection 
under principal heads of revenue as reported by the departments were as 
under: 

5 

crore. demands amounting to 
Rs.2094.02 crore were covered under 
Revenue Recovery Act. Demands 
amounting to Rs.2834. 73 crore were 
stayed by High court and other 
j udic1al authorities. A sum of 
Rs.55. 19 crore was stayed b) 
Government. Recovenes amounting 
to Rs.27. 16 crore were held up due to 
reel ification/ review applications. 
Rs.24.50 crore could not be 
recovered on account of the assessees 
becoming insolvent. A sum of 
Rs. 150.5 1 crore was likely to be 
wrillen off and a sum of Rs.1799.07 
crore were under vanous stages of 
recovery. A sum of Rs.25X.98 crore 
had been collected 

--



Audit Report (Revenue Receipts)./iJr the year em/ec/31 ft.lnrcll :!000 

?===·::t ===,====;= ;':r '-:=<.:::::=\%":' · .. ,=·=== =r !.:':/:::.·:;== '::f.n:::-==· -=::tn:::-r: ·:_·:: 4 = ::: =' _,,, ... ,. ··•:: · ::·=<=== == ... ,:::-=~ '='"=· .·::m;:;:r,: .. ;:: ·· :::nf:,, ==::=; , 

2 Mines nnd I HiR. 15 76 7 R I 1 Out of 1 he totnl arrears of Rs. I 16X. 15 
Minerals 1 crore. a stnn of Rs. % .RO crore were 

3. Urban Land 9-l.47 
Tax 

4. Stale Excise 51 .29 

covered under Revenue Recovery I 
Act. Demands amounting to 
Rs.26:l .93 erore were stayed by High 
court ;md other judicial authorities. 
Demands amounting to Rs. I.IJ-l crore 
were covered by stay granted by 
Government. Recoveries <HilOtmting 
to Rs.RO.OO lakJ1 were held up due to 
rectificil tion/review applications. A 
sum ofRs.21.00 lak.h \\as likely to be 
wrillen off. A stun of Rs.79'J.60 crore 
was under various stages of recovery. 
A sum of RsA.87 crore had since 
been collected (August 2000). 

-l2.82 Out of the tot:-~1 arrears of 
Rs.9-lA7 crore. demands amounting 
to Rs.28.X:' crorc were stayed by 
High court and other judici:-~ 1 
authoritieS. Dem:~nds amounting to 
Rs.2.84 crore were covered by stay 
gmnted by Government. A sum of 
Rs.3.11 crore were stayed by 
Principal commissioner of Land 
Reforms. A stun of Rs.56.5 1 crore 
were under various stages of 
recoveries. A stun of Rs.3. 18 crore 
had since been collectctl 
(August 2000). 

51.29 Out of the total arre<~rs of 
Rs.51.29 crore. demands amounting 
to Rs. I :l .25 crore were cm·ered under 
Revenue RccoYery Act. Rs.7A5 I 
crore were stayed by High court and 
other judicial authorities. Demands 
amounting to Rs.5-l.37 lakh were 
held up due to rectification/review 
applications. Rs.3.8-l lakh could not 
be recovered on account of the 
assessee becoming insolvent. A sum 
of Rs.5.79 crore was likely to be 
wrillen off. A sum of Rs.2-l.2:l crore 
were under various stages of 
recovery. 

6 



Chnpter-1 Genernl 

1 l- ,·' ·.· l 2 '-i ''·. :':: !i 
·.• :•.· ·.· .•. 

5. Stamp Duty J?.ll2 I Ul3 Out of the totnJ arrc1rs of Rs.39.62 
and Regis- crore . demnnds amounting to . 
trnt ion Fees Rs.15.02 crore were covered under 

I Re,·enue Recovery Act. A sum of 
RsA.60 crore was under various 

I 
stages of collection. ' I 

6. Land 37.17 JR.(,7 Out of the total nrrc1rs of Rs.37. 17 
Re\enue crore. arrears of Rs. 12.19 crore were 

covered b:o- stav grnnted b} High 
Court nnd other judicinl authorities. 
A sum of Rs. I ? .50 crore was under 
various stages of recovery and a sum 
of Rs.2.53 lakh was likely to be 
written off. A stun of Rs.5.45 crore 
hnd since been collected 
(August 2000). 

The details of cases of frauds and evasion of taxes pending at 
the beginning of the year, number of cases detected by the departmental 
authorities (including internal audit), number of cases in which assessments/ 
investigations were completed and additional demand (including penalties etc) 
of taxes raised against the asscssees during the year and the number of cases 
pending tinalisation at the end of March 2000 as furni shed (August 2000) by 
the Commercial Taxes and Religious Endowments Depat1ment are given 
below: 

Sak < 1.1\ 

(~ ~nlll"~ 1\S C#fl~ Mttdtil .. 
u,.3J Mardi 1999 dunni 

19?9-20410·. 

(il Enfun:~m~nl -1~74 1721 ~ -X~ 70(,,1 101 134.77 
\\'ing 
(ii) .\dmini,lratit•n 6554 1?0??7.74 2522 171 !<1!0.16 
\ \'mg 

7 

('~ )._ 'fl'fl.kh ; 
Jl)~~mrntl fnve)'fi4ado.os 
('nnlpiHcohaotl acJdllkmitl 
dt•mand lrn-ludlng pcm:lll) 

{'it~e1~kl\1tlt " 
Onalb~flln.~ oo 
~I Mardt 201l0 

'Ammu~( 

!OJ ~ 1077J2.2.l 3600 106 16.39 

Ci267 I 62227.77 280? 2006.50. 13 



A tulir Report (Rel'£'111/e Receipts) fi>r tile _v£'nr ended 31 .\ lnrc·lt :!000 

l.7 Rcft1nds. 

Derails of amount refunded dunn!! the vear 1999-2000 under 
certain heads of recetpts as furmshed by the concerned departments were as 
follows · 

@£& r- --·-
I :'\ill..:" 

r .• ~ 

r.,,t.", 
•n 

vch1ck-: 

Al'n-
tultur.ol 

Inc•'"''" ,. ... , 
.j Oman 

Inn<! Tn' 

Cl!olm•.'ittJt~ ·::: <'laim< l't'l."oit•·td 
~lng •t cfuri~~g IM ~"«r 
d oe IK!(1ttnitt8 
flt\ht< y.<-.1r 

l'\o . Amottnt <\0. ··Am~t•lll 
:._. __ ---

..l.Kl .... J ''"'I hi '~JII"t I I·~~ I ~-~ 

i 
II• : ,., ~(1'-1 I .!h "l 

1117 

:I H-1 

I 

~fl.; .. ,,.,~lll 
.:-.:..._ --·--

"'U'JI •)1~'\ I\ 
! 

:'<' ~1\ u~ 

1117 

~I H.t 

(Rur,ccs in lakh) 
tt~·r~,it.t8 ...... ~~;. · 
llnong ~~ yt~r 

""' ,\mt~t~nt 

-·-.··-·4 r------
17'11'.7 -H~I 7•1 

~~q .::: _l"l 

·' 1117 

I• 1 R:! 

: 

f}..boit'ii . 
cmto\ilnlltnl( ~· 
tM«mlurth., 
y4'><r 

Ill.,. ~\Jiiouru 

----·--
1>'11.1 ~lfl1 ,,, 

\n U '\I) 

-

I~ ~ t11 

Demands for Rs. l428.43 lak h in respect of 328 cases were 
written ofT/waived during 1999-2000 by competent authorities as indicated 
below. 

SJ. 
No. 

I. 

2. 

Name -or the., dt"partni~lJ( 

Commercial Taxes 

Taxes on Vehicles 

Wr ite off/Waiver of revenue 
No. of c;tscs 

325 

3 

Amount 
{Rs. in fakh) 

1428.08 

0 .35 

·:=. 



. ~ 

2-25-5 

The number of inspect ron repolls/audit objections issued by the 
int ernal audit wing pending settlement as on 3 1 March 2000 were as under: 

Sl. H rads of:-Revernl'e Nom her "Pf N'Hillhei;or :y::, ::"Klil 0 ii ll f '' ... 
.. ·, ,, 

()l.je~fions · ,,(Rs. i11 lakh) No. 
·•.· ' lnspettiou 

_r~epor~'--
·. ·.•, .;. .. : ·.·. 
·· . t··" . •: 

I. Sales Tax (including l~S5 22405 1227.47 
Entertainments Tax. 
Oett ing Tax, etc.) 

2. Taxes on vehicles 26 155 27.0 1 .... 
• l . Mines and Minerals 64 700 I 17701.27 
4. Agricultural Income Tax N.F. 474 505.8 1 
5. Taxes and Duties on 

Electricity 
295 1105 1.0 I 

6. Stamp Duty and 1269 5263 141.06 
Registration Pees 

7. State Excise N.F. N.F. N.F. 
8 Land Revenue N.F. N.F. N.F. 
9. Urban Land Tax II 48 2.60 

NF - Not furn ished. 

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 1999-2000 revea led under-assessment/ 
short-levy/loss or revenue amount ing to Rs.661.98 crore in 2836 cases. 
During the course of the vear 1999-2000, the concerned departments accepted 
under-assessments. etc. of Rs 3 68 crore involved in 874 cases, of which 
419 cases 111 vo lving Rs 44 63 lakh 11ad been po111ted out in audit during 
I 9•N-200U and the rest in em·ll er vears Of these. the depart ment recovered 
R~. 1 .37 crore rn ()61 case .. 



. Iucht UC'port (Uen·uue Uec C'IJIIS) for the year em/ec/3/ .i fort II ::Ot)ll 

This report contains 25 paragraphs including 2 reviews 
involvmg Rs.-i 17.84 crore. The department/Government have accepted t~udit 
observations mvolving Rs 1 16 crorc Of 1111s. a '\11111 of Rs.4R.4-l lakh has 
been recovered (September 2000) Audit ob. crvn11nns ~Ni th renal revenue effect 
of Rs.61 71 crore in 2 1 0() Cl'l'il'" were nnt accepred b. 1 he depar1mcnts/ 
Government. but their contentions have been found at va ri:mce with facts and 
legal position and these have been appropriately commented upon in the 
relevant paragraphs. No reply has been received in the rcmatntn~ cases 
(September 2000) 

Audit observations on incorrect assessments, short-levy of 
taxes. duties. fees, etc., as also defects in the maintenance of initi al records 
noticed during audit and not settl ed on the spot are communicated to the 
Heads of Onices and ot her clepartmental authorit ies through inspection 
reports Serious finan cial irregularities are rcpnt1ed to the Heads of 
Departments concerned and the Government. The Heads nf Oflices arc 
required to tltrnish repl ies to the inspection repo11S through their respecti ve 
Heads of Dep<u1mcnts within a period of two months. 

(i) The number of inspection reports and audit observations 
relating to revenue receipts issued upto 31 December 1999, which were 
pending settlement by the departments as on 30 June 2000. along with 
corresponding figures for the preceding two yea rs. are given below: 

Nu mber of inspection repnt1s pending 
settlement 
Nu mbcr of outstanding audit obscrvat ions 
Amount ofrevenuc involved (Rupees in 
crore) 

Position as on 30 Juur 

. 1991l 1999 2000 
-~-·-

37 10 40~·1 -II 00 

14643 151 63 15579 
1~4 54 327.54 :-R£> 9g 

( ii) Revenut.:-\'.1 se break-up of the i nspectton reports and audit 
observations outstanding as on JO June 2000 is given below. 
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R~"~~~~e uc~~r~:. · .. :; .... ,)::;:.;.: .:::·'1,. NluhlK~ft6d;ut~c·ti;iar~i·r 
. ·• . :-:::::•': · Jn~pcctitm t· .Audit. 

ReJlfH1S ' Ob~r~ 
,·at ion !I 

l Sales Ta:-. I 
.... Stamp Duty and I - · :' .0:1 I 982-83 1~94 

Registration Fees 
3. Land Revenue 412 974 20.52 I 987-88 
4. Taxes on Vehicles 229 429 6.93 1983-84 
S. State Excise 141 281 8.74 1986-87 
6. Taxes on 77 257 10. 10 1984-85 

Agricultural Income 
7. Mines and Minerals 129 387 54.64 1989-90 
g Urban Land Tax 109 521 6 3 I 1983 -84 
<) Electncity Duty 42 67 4.72 1986-87 
10. Entertai nments Tax 49 57 1.26 1992-93 
II . Luxury Tax 28 33 0. 10 1994-95 
12 Betting Tax 10 2 1 0.09 1991-92 

TOTAL ·:::!;:;~~~i; : ·: ., . .•. 

•.• 

4100 15579 386.98 .._:·: :· ~;·.~· 
.•.· 

.. ·.· .::: 

The matter was brought to the notice of the Government 
(September 2000). 

With a view to ensuring accountability of the executive in 
respect of all the issues dealt with 111 Audit Report s, the Public Accounts 
Committee (PAC) directed that the department should furnish 
remed ial/corrective Action Taken Notes (A TN) on all paragraphs contained 
therein within the prescribed time frame. 

However, a review oi1 outstanding ATNs as of 3 1 March 2000 
on paragraphs included in the Report of the Comptrol ler and Auditor General 
of India, Revenue Receipts, Government of Tamil Nadu, disclosed that for 
794 recommendations perta ining to 449 audit paragraphs the depa11ments had 
not submitted remedia l A TNs. Out of the 794 recommendations pending, in 
respect of 493 recommendations, A TNs were not submitted by the department 
even once. 

I I 

• 
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Further, PAC has also laid down that necessary explanatory 
notes for those issues mentioned in the audit report should be furnished to 
Committee withtn a maximum period of three months from the date of placmg 
of the Reports before Legislature Though the Audit Repons for the year 
1997-98 and 1998-99 were placed before th t.! Legislative Assembly in 
April 1999 and May 2000 respectively. the departments is yet to submit 
Explanatory Notes for 50 paragraphs (including 4 reviews) included in these 
reports. 

il ~13 Jtespoi1~e ofibe··aepiftment/Government t6 Draft Aualj:t :;=:, 

L,~'"'' 'Paragraphs 3~-]:: =·· ' ..• ,,,, .• 

Government (Finance Department) issued direction 
(Apri l 1952) to all departments to send their response to the Draft Audit 
Paragraph proposed for inclusion in the Report of the Comptroller and Auditor 
General of India withtn six weeks The Draft Paragraphs arc always 
forwarded to the Secretaries of the concerned departments through 
Demi-Oflicial letters drawing their attention to the audit findings and 
requesting them to send their response within six weeks. The fact of 
non-receipt of rep I ies from the departments are invariably indicated at the end 
of each such Paragraphs included in the Audit Report. 

47 Draft Paragraphs included in the Report of the Comptroller 
and Auditor General of India for the vcar ended March 2000 were forwarded 
to the Secretaries of the respective departments during April-October :woo 
through Demi- Officral letters. 

The Secretaries of the departments did not send replies to 
45 Draft Paragraphs in compliance to above instructions of the Government 
These Paragraphs have been included in this Report without the response of 
the Secretaries of the departments. 

12 
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Test check of records in the office of the Commercial Tax 
department conducted from Apri I 1999 to March 2000 revealed under 
assessments/non-levy o ftax etc . amounting to Rs 50238 . 17 lakh in 1845 cases 
wh1ch fall under the following categones. 

2 

4 

5 

· Categories 

Incorrect g rant of exempt ion 

1 Application of incorrrct rate oft ax 

! Incorrect Computation oftaxable 
I turnover 
j Non-levy of pe nalty 

Non-levy of Surcharge and Additio nal 
Sales Tax 

543 1079.91 

164 276. 18 

i 
396 797.48 

I 18 56.38 

M Other irregularities 227 8317.99 

I 7 Review on "Arrears of revenue from 35929.93 -
Sales Tax" 
TOTAL · ·= ~·,=· .... ·=-;~¥'f;;:;; )Y ·' '=· '''i/'=:1845 

.. 
<:=::· ··. .. 

50238~.17 : .. 

I 

I . ·. . .. . . .. i=~1t~.:~?f.{ ~~~~· - .=:.: __ : .. · I · 
-·-~ -1 

During the course of the year 1999-2000. the department 
accepted under-assessments etc . amounting to Rs. IJ9. 181akh in 677 cases of 
which 404 cases amountm!! w Rs 40 61 lakh were pointed out during 
1999-2000 and the rest Ill ectrllCI vea1 s A sum of Rs 51 .86 lakh has been 
recovered upto June :woo. 

A review on " Arrears of Revenue from Sales Tax" and few 
illustrative cases involving a financial eflect of Rs.260.96 crore are mentioned 
in the following parag rarhs. 

13 
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•!• Delay in issue of Ocher District Requisition (ODR) within the sanu· 
clcp.utmcnt r·csultcd in blockage of rrvrnur of Govcrnmrnt to thr 
tunc of Rs.529~.0() lakh. 

I Paragn1ph 2.2.6 I 

•!• Our to drlny in sending the requisition for recovery under Central 
Rcvrnue Hrcovrry (CRR) Act arrr:trs of Rs.l 007.80 lnkh rrmnin 
uncollected. 

jP:mlc-ranh 2.2.7 I 

•:• Failur·c to take prompt action in rrspcct of cases prruling with 
AptH.•Ilale Forum resultrtl in accumulntion of :u-rcars amounting to 
Rs.275.57 lakh. 

I P:mtl:!nlph 2.2.8 I 

•!• Due to drpartment's failure to notify the demand to thr Official 
Liquidatos· in time, the possibility of rrrovrring the amount of 
Rs. 1254.12 lakh bN:ame remote. 

I ParagniJlh 2.2.9 I 

•!• The supps·ession of taxable turnover ~lnd consequent evasion of tax 
and penalty of Rs.91 J 9.36 lakh wen· detected belilfrdly ctuc to 
indTertive sf reet sur-vey resul Led in tltr arTra rs rem a in ing 
uncollected till date. 

I ParaJ?,ra ph 2.2.1 0 I 
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•:• Drlay in formulating 03 proposals by the Enforcement \Ving 
··~suited in blockage of Government revenue to the tune of 
Rs.2269.52 lakh. 

I Paragraph 2.2.11 I 

•:• Delay in implemenL'ltion of D3 proposals received from the 
Enforcrmcnt \Ving resulted m recovery of demand of 
Rs.8164.10 lakh brcoming doubtful. 

!Paragraph 2.2.121 

•!• Lack of co-ordination among dt>partmcntal officers/ revt>nuc 
authorities both within/outside the State to take prompt action to 
recovra· thr aa..-r~lrs nsullrd in ~u·cumuln1ion of arrears amounting 
to Rs.l984.57 lalih . 

I Paragraph 2.2.13 I 

•!• fn 3 assessment circlt>s, in the case of 3 dealers failure to follow the 
provisions of the Act and the Rulrs by the department at the time 
of closure of busine~s resulted in accumulation of arrears of 
R~.2362.05 htkh. 

I Paragraph 2.2. 14 I 

•!• Incor-rect allowance of deferral even affer the violation of 
conditions under· dcferTal schrmc by 8 dealer·s in 8 ••ss<~ssment 
circles resullcct in accumulation of arrears to the tuue of 
Rs.628.88 lakh. 

I f>antgraph 2.2.15 I 

IS 
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•!• Omission to includr interest levi<lble on :.nears of sales tax in the 
proposals for recovery under RR Act •·es11lted in unclet·-sraCement 
of arrcar·s Co the tunr of Rs.26.38 n-on·. 

I Pat·agraph 2.2.171 

2. 2. I Introduction 

The procedure for assessm~nt and collection of Sales Tax is 
pre cribed in the Tami I Nadu General Sa les Tax Act, I 959 and the Rules made 
thereunder. Every dealer whose total turnover in any year exceeds the amount 
prescribed from time to time should get himself registered and is required to 
pay the tax along with monthly return to be submitted to the department. On 
assessment, the tax already paid by the dealer is adjusted and the demand for 
the balance amount, if any, is raised against the dealer. The tax demanded is 
payable wi thin thirty days fi·om the dare of service of demand noti ce. In the 
ca e of defau lt the depar1mcnt shall recover the arrears through any of the 
following methods. 

a) As arrears of land revenue under Revenue Recovery Act 
(RR Act)/Central Revenue Recovery Act (CRR Act) 

b) 13y application to the Magistrate for recovery as a fine 
and 

c) By a demand on any person owing money to the 
assessees by issue of not icc. 

2.2.2 Oq:ani.mtimwl S et up 

The Commissioner of Commercial Taxes (CCT) is the head of 
the depa r1ment and is assisted by Joint Commissioners, Deputy 
Commissioners (DC) and Territorial Assistant Commissioners (AC) who 
exercise administrative jurisdiction over the Assistant Commissioner of 
Central Assessment Circles (CAC), Commercial Tax Ofliccrs (CTO)/Deputy 
Commercial Tax Oflicers (OCTO) and 1\ssistant Commercial Tax Otlicers 
(ACTO) who are the assessi ng authorities responsible for co llection of tax 
and arrears. 

2.2.3 .\'cope tHAudit 

The review was conducted ti·om January 2000 to March 2000 
to assess and analyse the Sales Tax arrears position and evaluate the overa ll 
adequacy and efficiency of the system existing ft.1r recovering the arrears. 

During the review the records relaring to major cases of arrears 
were tesr checked in I 09 out nf 320 assessment crrcles in rhc Sttlte 

1(, 
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Chapter-] Sales Tax 

2.2.4. Position of Arrear ... 

The trend of Sales Tax revenue and arrears during past five 
yea rs is as under : 

•)998-99 
1999 

* Out of the tot;l l atTcars of Rs. 7244 crot·c., a sum of Rs.885 cro•·c is 
pend in)! fm· more than 5 ~·cars. 

It can be seen that there is an increasing trend in the position of 
arrears of revenue over a period 1995-96 to 1999-2000 indicating blocking up 
of substantial revenue as unco ll ected. 

2.2 .. 5 Cate~:ory-wise analy ... i.\· o.f arrears 

The category-wise analysis of arrears of Rs. 7244. 16 crore 
pending as on 3 1 March 2000 is as under: 

39.48 206.56 27 1. 50 1782.6 1 2300. 15 

2 ODR/RR/CRR 49.50 2 17.19 152.33 1674.99 2094.01 

3 Under a s 38.25 251 .73 384.10 2 160.65 2834.73 
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2.2.6 Accumulation nf arrears due to delay in issue of ODR within the 
.mme department 

When the dealers closed down their business and default in 
payment of tax, the assessing authority, in the cases of dealers whose 
properties are available outside his jurisdiction. is required to send Other 
District Requisition (ODR) in Form 30 to the assessing authority concerned 
indicating the name and address of the defaulters. the amount of tax due, year 
to which it relates and such other particulars as may be useful for facilitating 
speedy collection of arrears. 

However it was noticed that in eighteen 1 assessment circles, in 
respect of 40 dealers. due to delay in issue of ODR by the assessing authorities 
to other circles where the propet1ies of the defaulters are situated, the arrears 
of Rs.5298.06 lakh relating to the years 198 1-82 to 1997-98 were pending 
collection resulting in blockage of revenue to Government. 

2. 2. 7 Delay in .'iending the requisition under CRR Act 

When defaulters do not own any property in the State and ifthe 
assessing authority is satisfied that they have properties in other State, the 
Revenue authorities of other States may be addressed for collecting arrears 
under the Central Revenue Recovery Act (CRR). For thi s purpose the 
Assistant Commissioner (CT) should ttddress the Deputy Commissioner 
giving full details of the defaulter, his address, the arrears due for recovery and 
the action taken, if any, for coll ection duly enclosing a certificate that the 
arrears are not recoverable in the State. On receipt of the report, the Deputy 
Commissioner will address the Revenue authorities of other States for 
enforcing collection. 

However it was noticed that in eight2 assessment circles in 
respect of I 0 dealers, for recovety of arrears of Rs. l 007.80 lakh relating to the 
period 1981-82 to 1996-97 the requisitions under CRR Act were sent 
belatedly, the delay ranging from 6 months to 15 years. Consequently the 
arrears remain uncollected till date. 

Adayar l (Chctmai), Avinashi. Chintauripel (Chcml<li). Choolai (Chcnnat ), llarbour V 
(Chem1ai), KoyamOCtlu (Chemmt}, Lcxmsquarc l & ll (Chennru), Nantk1nam (Chcnn:u ), 
Pcclameuu South (Counhatore), l'crnmhur (l'hennai), Pcriamct (Chcnnai), Saligramam 
(Chctmm), Smganallur (Coimhaton:), Tiruppur (SouUt), Triplicanc l (Chcnnai ), Vadapalani ll 
(Chennai) and ViUivakkam (Chennai ). 

Atmasala i ll (ChetUlat), Ciamlhipuram (Counhaton:). !!arbour 111 & V (Chemmt). 
Kolhavalchaadi (Chcnnai ), Kongunagar (TIJ'llppur), l'odanur (C'oimbatorc) and 
Vallurvarkollam (Chcnnai) 
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( 'haprer-2 .')'ale.<; Tax 

2.2.8 Failure to pursue case.'i pending with Appellate.forum 

Whenever Appellate Authorities permit payment of tax dues in 
installmer1ts and the dealer defaults in payment in terms of the orders, the 
assessing officer can take coercive action to collect the dues. 

A test-check of records in seven:J assessment circles revealed 
that in 8 cases of arrears relating to the years 1979-80 to 1983-84 and 1986-87 
to 1994-95 even though the conditions stipulated for payment of dues were not 
fulfilled by the assessees, the department fai led to take prompt action in 
pursuing these cases and collect the dues. Thus the arrears amounting to 
Rs.275 .57 lakh remained uncollected. 

2.2. 9 Delay to uotffy the demand to the (~fficial Liquidators 

The tax due from persons adjudged insolvent and from 
companies which had wound up should be recovered by addressing the 
Official Assignee or Liquidator with whom the adm inistration of the estate is 
vested . 

Under the provisions of the Centra l Sales Tax Act, 1956, the 
assessing officer shall notify the tax payable by a liquidated company to the 
Oflicial Liquidator appo inted hy the High Court within a period of three 
months from the date of appointment. 

However it was noticed that in seven4 assessment circles the 
arrears relating to the period 1986-87 to 1996-97 in respect of 7 companies 
which were wound up, the claims were preferred before the Official 
Liquidators belatedly, the delay ranging fi·om 2 years to II years. Due to the 
failure of the department to prefer the claims withi n three months as per the 
provisions of the Act, the possihi lity of recovering the arrears of 
Rs.1254. 12 lakh became remote. 

2. 2. J(J Arrears due to lack r~fadmini.litrath•e action 

Under the provisions of the TNGST Act every dealer whose 
annual tota l turnover exceeds the amount as prescribed from time to time 
should get himself registered under the Act and pay the tax in respect of his 
sales turnover. 

llarbour IV (Chcnnni). Maduruntagam, NcLhaji Road (Mntlurai ), Nungambakkmn (ChentlmJ, 
l'arktmm II (Chcnnni), l'cnmtlurai and Salem Tmm (West). 

Egmon.: II (Chcnnai). Matlurantagam, Nung.amhakkam (Chcnnai), l'omr (Chcnnai), 
Thintvanmi)1Lr (Chcmwi). Vadapalani I (Chcmwi) and Vclachcry (Chcmwi). 
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Street Survey is o ne of the methods envisaged for detection of 
fresh cases of assessments. Standing Order 226 of the Tamil Nadu 
Commercial Taxes Manual requires every assessing officer to conduct st reet 
survey annually and get all the dealers under his jurisdiction registered . 
Monitoring of street survey is required to be done by the respective Territorial 
Assistant Commissioners (Commercial Taxes) . 

However it was noticed that in twenty seven5 assessment 
circles, due to non/ineffective periodical survey of the place of business, the 
suppression of taxable turnover of 38 dealers could be detected only by the 
Enforcement Wing of the department after a delay rang ing from 6 months to 
I 0 years or more. Consequently the tax and penalty due fro m these dealers 
relating to the years 1975-76 to 1997-98 amounting to Rs.9119.36 lakh 
remained unco llected. 

2.2.11 Delay informulatioll of D3 proposals by enforcement wing. 

The Enforcement Wing of the department whtch has been 
constituted to make surprise checks of the accounts of the assessees at the 
latter's premises to unearth suppression of turnover etc., forward its findings 
after such inspections in the form of proposals (known as 0 3 proposals) to the 
assessing officer for use by them while finali sing the assessment since with the 
lapse of time, the recovery of arrears would be diffi cult. Therefo re, it is 
imperative that the D3 proposals are formulated and ent to the asse<;smg 
officers without any delay 

However it was noticed that in seven6 assessment circles in 
Chennai, in respect of 8 cases involving total demand of Rs 2269.52 lakh for 
the period 1989-90 to 1996-97, the 03 proposals were formulated after 
inspection of the premises of the assessees and communicated to the assessing 
officers for implementation with a delay ranging from 9 months to 33 months. 
No recovery has been made so far. 

Adayar-U, Amtasala1 Ill (Chcnn~u), U1g Bat.ar (Coimbatore), Chcpauk (Chcnnai), 
Chldambarnm-1, Choolai (Chcmtai), l·.gmorc-11 , llarbour V (Chcmtal), (iandhtpuram 
(C01mbaton:), Kamarapr Salm (Madurm), Luz (Che1mat), Mannady ra~t (Chcnna1). 
Munichalai Road (Madur:u), Ncthaj i Road (Madurm ), Nungamhakkam (C.:hcnnm). Pcclamcdu 
(North), Perambur-1 (Chcmta i). l'cnuu.Jurtu. l'cmr (C01mhalorc), Pum~makk<un (Chcnnru ). 
~hencouah. Srrkatlu. ~outh Avam Moo fa Street (Madurui). f allakulam ( Madtrr:n ). 
l'nphcane-1 (Chcnnm). Vadapalaru-1 (Chennai) and West Vdi Strcd (Madurm }, 

Jc.:c I louse (Chcmmi), Loansquan: II (Chcnnai), Nethaji Road (Madurai), N. ll. Road 
(Coimbatore), l'odanur (Coimbatorc), Sriperumbudur and Triplicane I (Chcnnai). 
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2. 2. 12 f)efay in implementation of 03 proposals 

Whenever the 03 proposals are received from the Enforcement 
Wing, the assessing ofTicer is required to take prompt action to implement the 
proposal and fi na I ise the assessment. in order to en ·ure that the demand raised 
do not become irrecoverable 

It was noticed that in 4 assessment circles in respect of 
6 dea lers for the years 1990-9 1 to 1995-96, the 0 3 proposals received from 
Enforcement Wing were implemented and assessments made belatedly; the 
delay ranging from I C) months to 52 months from the date of formulation of 
03 proposals. Meanwhile the dealers had len their place of business and their 
whereabouts were not known and the demand of Rs.8 1 64.10 lakh remained 
unrecovered as detailed below· 

2R II~ 'l~/ ~ ~ . < I l Jnr<'~ 1 ~t.:n.:d tk·nlo.:l Stopped 
lllillllk'l-(1 2') 12'17 ( lu-<i lll'SS and Jell plar.: 
('hc111w1 ll)l)..)_<)'i & (Apri l I1J9R). I kmand notH:e 
(~n (< >nc) 2R Ol '>R rdumcu llll"t.:n:.:d lahsllc~1r 

AJantha l'<>lt-TPndliirp<'t \1 <IS address ... ~( 
l'c'\tllcs) li1r pro11\:11y dd:uh Jl(, Not1cc 

to cr.:d1101s \\:IS l'-''i~Cd Ill 
March I •)I)')_ No s.:. 

2 Jcc ((OliSC. I ')90-') I 2')07 1)1/ ~·) SHO'J 51 ('({({ m:t1011 IIHIIHkd Oil 2!1 Ju(\ 
t'ht.:IIIWI to 2S II 1>7 I')')!\ h\ audrcsSIIl!! Collc~;tor. 
cT:u<~ I •J•) 5-•)(, Jl;mg;dore hut there \\US 110 

I ott.:n~..-s) (three ) response. 

(Matlll JO IO 9V 20X. 1JH.O I ()()({ \\liS sent to THIIn!..ul:un on 
I ottencs) 1() O.l %. 52 July I 'J'JX: rcplv 1s :1\\:utcu 

.ll 0 ( '>7. 
O.l .O.l 'JX 

( ('rem I·UlR ')5/ (I) 65(l.2(i llnrcgisten:u dealer Stopped 
Lotteries) 05 ()(\_1)7 Business (I /\pnl 19')5) ()dads 

of propcrt~ asc.:rtamed li0111 the 
Rc\ cnu.: ( llli~;cr, Chc11nai 
CorporatiOn mthl:;lted that the 
!)Ill h.h 1l!! n.:tcm . .:d to Jw 1101 
hclo11g to the Jdault.:r .md hcncl· 
110 ttcll<>n cmtld II\: ta!..cn 
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J 

Chcnnru 

4 ! .Nagar 19'J2-•n 
tNorlhl to 

llJ'JJ-')4 
(One) 

29.09.')5 

27 02 19 
0 I I 0 % 

l Jnrcgislercd dealer. Stopped 
husinc:;s. ODR scnl to 
Nanguncri ( December 11)97) and 

'

there \\a:; no response even 
reminders were issued. 

1 Jnreg1stercd dc<•lcr. Stopped 
husines:, <Jnd Jell the place CRR 
actwn \\US lllllmted (.Ianum"\ 
Jl)I)'J). No response llll-dute. 

2. 2.13 Lack of co-ordination between departmental officers ami revenue 
rm tlwri ties 

(a) According to Standing Order 30A (I) (b) of Commercial 
Taxes Manual Yol-1, when a defaulter does not own any movable or 
immovable property in an area under the jurisdiction of an assessing oftlcer 
and inquiries show that he owns properties in other districts, requisition should 
be sent to the assessment circle of that di stri ct (ODR) where the defaulter 
owns properties to ert·ect collection of arrears of tax dues. On receipt of such 
requisition, action will be taken to collect the arrears as if the arrears had 
accrued in that district. 

Ln eleven., assessment circles. for collection of the arrears of 
demand of Rs.974.95 lakh rai sed against 17 dealers relating the years 1984-85 
to 1995-96 requisitions were sent to other districts (ODR) wherein the 
properties ofthe defaulters were situated. But the arrears remained uncollected 
due to (i) lack of co-ordination among the officers in the department, 
(ii) improper/non-response ti·om the officers in the other districts, 
(iii) delay in ascertaining the correct details of property of the defaulters and 
(iv) furnishing of incorrect/insu iTicicnt details about defaulters to the officers 
of the other districts thereby blocking of revenue of Rs.974.95 lakh due to the 
Government 

(b) According Commercial Tax Manual when defaulters do not 
own property in the state but have in other state, the Revenue Authority of 
other states may be addressed for collecting arrears under the Central Revenue 
Recovery Act (CRR). 

Chcpauk (C'hennai ). Egmorc I (ChcJmai), llarhour-Y (Chcnnai), Mandavcli (ChcJmai), Nclhuji 
Road (Mudumi), l'eddunaickcnpct (N011h), l'eriamct (Chcnnui), Pcmr (Coimhalore), 
Royapellah-1 (Chcnnai), So\\ carpel-! (Chcnnai) and VeJX:IJ" (C'hcnnai). 
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It was noticed in two assessme nt circles in Chennai 
(Annasalai Ill and Vepery) the arrears of Rs. l 009.62 lakh in 2 cases relating to 
the period 1990-91, 1991-92 and I 093-94 which 1s sti ll pending recovery 
under CRR Act due to (i) non-receipt of certiticate for CRR action fro m 
Collector, Chennai because of which RR C could not be sent to Collector, 
Pondicherry w here the assessee is present ly residing and (ii) cl ue to lack of 
respo nse fro m the Co llector, Jnmshecipur (Bihar) to \.vhom the requisition was 
sent .(October - 1997/January I 99R). Consequently, the arrea rs of 
Rs. l 009.62 lak h remained uncollected. 

2.2. 14 Failure to adhere to tlte prol'i.\·ion.tt oftlte Act in tlte cm·es of clo.mre 
r~f busines.'+ 

As per Commercial Taxes manual, the final assessment or 
dealers who have intimated their closure of business shou ld be completed 
immediately. The assessing officer should also as a ru le inspect the place of 
business to see whether the business has been closed as clai med. 

Under Rule 22(8) of the Tamil Nadu Genera l Sales Tax Rules, 
~ 959. any unused declaration forms remai ning in stock with the dealer sha ll be 
surrendered to the assess ing authority o n the disco ntinuance of the bus iness by 
t he dea ler or cancellatio n of his cert ili cate or registration or on his ceasi ng to 
be an assessee. 

(i) It was noticed in Arni assessment circle, that a dealer 
w ho was doing business from Ju ly I 992 closed his business with effect from 
3 1 March 1993 and his assessment was fi nalised as '0' (Ni l Tax) case on 
9 June 1993 . T he assessee had obtained decla ration forms namely Form 20, 
Form 'C' and Form 'F' li·om I Ju ly 1992 to 19 March 1993 fi·om the 
department . The Assessing Officer while fi na lisi ng the assessment had 
certified that a ll the declaration fonn s issued to the dealer were fu lly used by 
him. However, it was fo und out by the departme nt from the records received 
fro m the check posts. Inter- State Investigatio n Cell , etc., that the dealer 
continued the business a fter 3 I March 1993 and had mi~used the declaration 
forms which were suppli ed to him prior to his c losure of busi ness and also 
issued bogus decla ration forms for cn·ecting purchase/sa le of goods like 
Vanaspathy, Refined O il, Groundnur Oil, Jnggery ere., from Andhra Pradesh 
and Karnataka Consequentlv the depmtrnent rev1sed the assessment under 
T . G T nnd CST Acts for the year I 092-93 and 1993-94 and levied tax and 
penalty amounting to Rs.2298 .33 lakh. After exhausting all the modes of 
recoveries w hich proved fu tile, the department decided to send write-on· 
proposals to Government. 



.I ut/11 Neport (Ne1 <'IIIII! Rccc•Jpt.,)./ill' the year el1ll<'cl 31 ,\larch ::000 

(ii) Similarly, in two assessment circles in Coimbatore 
(Gandhipuram and R G Street), it was noticed that two dealers continued to 
do business dunng the vear!-. 1990-91 to I 99"-9() even afier their inti mat ion of 
clo<;ure of busmess ( Apnl I 98(>/March 1995) and misuseci the declaration 
forms supplied to them prior to thei r closure t' f business. This could be 
detected by Enforcement Wing nt the time of inspection in 1995-96 only and 
consequently raised demand fN Rs 63 .72 lakh. 

Failure of the depC~rtmt~nt to verif) t11e stock position of forms 
at the time of cancellation or registration certi fi cate/closure of business and at 
the tnne of inspection of the business premi es resulted in misuse of forms C~nd 
consequent accumulation nf arrears of Rs 2362.05 lakh 

2.2. 15 Accumulation t~( arrear.,· due to 1•iolation of conditions under 
deferral .w·lteme 

As per Section 17-A of thl: TNGST Act, the Territorial 
Assistant Commissioners (Commercial Tax) ;.re empowered to issue sanction 
or interest free Sales Tax deferral speci(ying the amount subject to certain 
cond itions and the ceiling fixed in the eli~~ ~ bility certificate issued by the 
Implementing Agencies. The manufacturer shall execute a deed of agreement 
with the Territorial Assistant Comm issioner for the gran t of interest free sales 
tax deferral. The eligibility certi fi cate issued by the implementing agencies 
and sanction orders issued by the Territorial Assistant Commissioner of 
Commercial Taxes, stipulate certain conditions as specified in the agreement 
for availing the deferral scheme If the condit ions arc vio lated, the dealers 
\\Ould not be eligible for availing of the benelit under deferral scheme and the 
amount of Sales Tax deferred shall be recovered from them with interest. 

However it was noticed that in eight!( assessment circles, the 
deferral of Sales Tax was cont inued to be allowed to 8 dealers during the 
period between 1984-85 anci 1998-99 in spite of their vio lation of the 
conditions stipulated in the agreement/non-execution of agreement/excess 
availing of deferral. Consequently the tax of Rs.628 .88 lakh due from them 
have become recoverable as arrears with interest but no eOective action has 
been taken to collect the arre<~rs 

1\mballur (Cht:nnai ). Ko\';unh~du ( Chcntwi), Mmmarguth, Nantlanam (Cht:nnai ). 
Nungamhal..kam (Chcnnat ). l'onnt:n. Saltgt:nnam (('ht:nn:HJ antl "l11iruvo1ltyur (Chcnnm) 
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('!In p ier-:! .'l'nles Tnx 

2.2. 16 Failure to apply the prol'i,·im"· ami iwulequale care by the As.\·e.'\!iillJ: 
(~(licers in re~:i.,·tcriiiJ: t/t (' tll'alc•r" 

The T NGST Rules envisage that registering authority shall 
verify the correctness or the inrormntion furnished by the dealers in the 
application for Registration. As per the provisions of the TNGST Act, the 
assessing authority is requ ired to demand from a dealer a deposit as Security 
for the proper payment of tax of an amount not exceeding one half of the tax 
payable on the turnover estimated by him. 

It was noti ced. in eleven') assessment ci rcles in the case of 
I 9 dealers, when gra nting the registration ceriifi cates between the years 
1972-TJ and 1997-9X, the registering authority either did not obtain property 
statements or failed to get the property parii culars verified from the Tahsildars 
or did not obtain su tTicient securities to guard the interest of the Government. 
Thi. resulted in the recovery or Rs. 72.1 84 lakh becoming doubtful A few 
illustrative cases are given below. 

.....,.,.~="""'"~"'"""======(Ru.~s in lakh) 
=· A!is~ssntent;::m: =rv~~~;'·6r=; = (==: ==. ArMnu~ . ==·: -/j~;:::~:.r .. :i~.::):~::=f:=E/:W;=:~~:~,:~::===== ''''''·=;,." ,,. 
Cirtle ·' <t · t.nln!l;tt.hon ::=· .. · . ==:=>==-·:. :::.===='==::''== "'''-=>·..... =·=· 

tNo of · ,. , ·=!=:;:: JtduilrtiS\:: .· = 
~--·~· .~ :·d(':)ltr]L., _ ·-·· 

Ada~ar-1. I ')~X-X'J ro 25-U>ll P 1 opc rl~ cler;1il '".: rc not obtained at the time 
of' regi lr.llion. Assessee Slopped business 
( I April I 'JIJ2) <1nd lcli the plr~ce . ODR<; sent 
ro Thallakulam. [)incligul (Rural) and 
('hokJ..ikul;llll (place or residence) did not 
'icld am rc 1111. 

C hennai I lJ'J 1-92 

R .S. Pu 1~1 111 
(Wcsr). 
C'oi mbarorc 

Si,·akasi-1 I I 

Tinl\ ·ot i~ ur. 
Chcnn;u 

(one) 

)l)'J5-% lO 

I ~97 -9X 
(One) 

I'J%-07 
(one) 
I 9 'J:l -'J~ & 
)IJIJ-l-l)) 

1 (One) 

1 0~ . 1(, Propert~ detai ls \\ere nor obta ined atrhe time 
of regisrmrion. Securir~ \\aS also not 
increased sutlicien ll) from l ime to time 
depending upon the increase in lax liability. 
The dealer slopped business and his 
\\'hereabouts arc nor kno\\'n . 86 Notices 
issued to bankers and Telephones depm1menl 
)J'O\ 'e d futih.:. 

72.:'1(, 

71.23 

Stopped business. Propert~ details not 
obtained allhe lime or rc •isl ra lion. 
Assessee closed business (OJ April 19lJ5) 
nnd left the place. Whereabouts nor kno"n 

I FaJiurc to oblam propcrt~ dcwtls and proper I 
j secmiry depostl resulrcd rn non-rcc1lis;llion or 

arrear!>. 

/\dayar I (Ch<!II JJ:JI ). 1\\ararnpala~ :lln. Chiiliunhararn-11. lU i Str..:ct (Counhntor.:). 
R S l'uram West (Counhatmc). S1vaJ..asr Ill . Snvilliputur. Thallnt..ulnm tMadtuar ), 
Tinrkoytlur, Tiruvotryur IChc11rwr) a11d Vtllupumm II. 
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2.2. I 7 Non-inc/usioll of interest in the arrears propo.ml.for recovery wuler 
Rel'enue Recm'ery Act. 

Under the provisions of the Act, on any amou nt remammg 
unpaid after the date specified for its payment. the dealer or person shall pay, 
in addition to the amount due, interest at the rate of two per cent per month of 
such amount for the period of default. 

However, test check of records in forty four assessment circles 
in respect of 95 cases of arrears relating to the period 1978-79 to 1998-99 
while sending requisitions for recovery of arrears under RR Act. the interest of 
Rs.26.38 crore payable upto the date of requisition was not included in it. 
This resu lted in under-statement of arrears of Rs 26.38 crore. A few 
illustrative cases are given below. 

346.25 16.05 .97 27.07.99 29/12 203 .59 
116.05 16.09.98 27.07.99 13/22 3 1.87 

2 . Ice House, 809.47 02.04.98 21.12.99 20/2 270.67 
Chennai/one 

3. Loansquare l, 726. 17 03 .04.97 25 .01.99 21 /24 316.61 
Chennai/onc 

4 . N.H. Road, 76.05 02.06.92 15 . I 0. 99 88/ 13 134.52 
Coimbatore/one 

These cases were pointed out to the depa1tment/Government 
(May/ August 2000); their replies have not been received (September 2000). 

The Tamil Nadu General ales Tax Act, 1959 (TNGST), 
provide for exemption of sales tax to cenain commodities listed in the Third 
Schedule to the Act. 

2li 



2-25-7a 

( 'lwpter-] ,\'ales Tax 

Under the Central Sales Tax Act, 1956, last sale or purchase 
precedmg the sale occasioning the export outstde India is deemed to be a sale 
in the course o f export and exempted from tax subject to the condition that the 
goods exported should be same as that purchased as per agreement. 

In 29 assessment circles, exemptions were incorrectly granted 
to :1 6 dealers on the turnover or Rs.246 15.04 lakh during the years, I CJ93-94 to 
19CJ7-98 resulting in non-levy of tax (including surcharge, additional 
surcharge, additional sal es tax and penalty) amounting to Rs.3857.40 lakh as 
detailed helow· 

{Rupees in lakh) 

~~) · ~:-~1->:.'':: '"::. ~-~=~~~ r ~~~~a~~~Y iai~hk Aril&••~t=r f:.;,,,;::·= .. rf ,,,, 

. ~ ;:;~?- , ~-., ~::~;~ turn~'wr ~~~f;~~;·;:~:_:==f::::::::: ~':;! ':,:'::~;;it\tJ;R;mo'r~• , 1 , 
!{ circle .. ' tl<'lllcr~} x~.: ., . · '. ·:;·- ,:,_ .:, ... · ''.- :{;;-'} :· ·=·.· 
~-~-~~~~-~~~~~----------~--~---~ 

111 

l 2 J 5 ~ (, 7 
I. -;rcn11i- - 1 ,-,,>""-I--'Jc~)--+'-l·~-,·-o.:<->J...;;.n,_hi-n~J 2.155\-2.-" -+--J-7_).:..__ .i.:fl Th.; tkpw1 mcnt replied 

2 rhuthyalur 
(t'nun
hatore) 

to null.. (bet 1\ ccn September 199X 
I 'l'J7-9X (enriched and Mnrch 2000) that mill.. 
(Ten) " 11h sold \\us l'resh milk only 

1')')5-% 
to 

I'J97-'JX 
(One) 

vitmnin. li1t and accordingly the 
elc) snld e~empl ion \\US allm,cd as 
under hr<~nd per cnlry (> of I 'nrt II or II I 
names \\<IS Schedule. The n:pl) is not 
c~cmpt.;d tenable since \\ it h ell~t 

treating 11 as lrom I April 19'>4. 
lrcsh mill.. recombined milk was 

brought und1..T U1c categorv 
of ta-.:ahlc j!ooUS. 

A1r pre
heater.;, 
\\ hich arc 
.;nergy 
saving 

2 10.'J(I 

devices were • 
c\:elllpted 
trc:1ting 
them as 
reJIC\\OihJc 
energy 
devit:cs. 

22.32 Th.; depm1mcnt contended 
(< klnhcr 1')99) I hat the 
comnHxhty was c-.:cmpl. 
The reply is not tenable 
since the exemption lor Air 
pre-he<1tcr, an energy 
savi ng device, has h1..-cn 
wi U1tlrm\11 with cllccl from 
0 I April I')')] and hence it 
is taxable thcrc:•ller. 

Amhur. Amindakarai (Chennm), Egmore-1 (Chc1mai). f ast Track Assessment Circlc-11 . 
(<..'oi mlwtorc). Krishnagin. Ooty (South ). Thur.1 i~11r, T.Nag.ar-Soulh (Chenna1 ). 
Vcllore (SouU1) and Villupuram I. 
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I 2 3 -' 5 6 7 

-' Adavar-1 1'>'><~-·r· I Value of I :!07 IR 21.% llH.: cas.: \\US repo1ted (II 

(l'hemtm) (Oil e) 
I t1pper a11d the department (i\ugu~l 

I hu~ l10<1Jes 1 IJIJ')): tl1e1r reply has not 

lnnll on been receiVed (September 

rh:t!'SIS 20110). 

supphed hy 
an e\port.:r 
and C\]lll11CU 
as full~ htnll 
t1pper lnu.: l-.s 
;md huscs 
(hcmg 
thlkrent 
commercial 
comm<xli I y) 
\\aS 
e\empted as 
sales nwde 
111 the course 
of e\porl. 

4 Kongu 1995-96 Sale of cloth 17H•2 IX 41 The case \\US reportctl 

Nagar & labels \HIS to the department 

(Tinappur) I')IJh-1)7 e\Clllpletl (.luly/1 >cceml~r 1 ')'N). 

T1ruppur (Four) treallng the !hear rep I\ has not hccn 

(l'cnt1111-ll) comm nu i t ~ recci,ed (September 2000). 

and as lt..:\llles 
Mamlaveli 
(Che11nm). 

5. Mahal and 1995-% llraadeu 126 ')2 IJ.R7 The case \\US reported 

Muni- to cords \\as In the department (hclWt..'l.:n 
chalm l{oau I ')'17-'IR e\cmpted Mardt 1'>9X and Decemlll..'f 
(M.adumi) (rive) tre<1llng it as I 'J'JIJ): the1r rcpl~ has not 

lt.:\talcs. been ICCeiVCU ( Septemhl.'f 
2000). 

6. Nagercoal 19'13-9~ ru-st sa le or X(,(~ 7 . .'5 l'h..: dcp;utm..:nl revised U1e 
( fO\\Cr to Iron snaps. <I'<SC~smenl (hcl\\t.:en Ma' 

I· Jum.t1nn ). I 1) 1)5-% pl.ml and I ')1J7 and Auf!.Usl I')')IJ) Ill 

Tluru- anu machan..:ry 4 cases a11d n1iscd 
thuraa- I '>1>7-'JX anJ lorries additio11al demwtd for 
poomh. {seven) t.:\emptcd us RsA. 93 lakh out of" hid1 a 
Tuticorin- second sales. Slllll or Rs. 1.71 lakh Ill 
II. Muni- Value or 2 cases \HIS collcded. 
chala1 Roau doors and Replies in rcsp..:ct of other 
(Madumi). \\ 1ndow~ cases lw\'.; not hc..:n 
MYlapore. manu- r..:ccivcd (Scptemht.:r 2000}. 
Velachery li1ctatrcd and 
(l'helllwi) used in 

I \\Orks 
COn\racl . 
"..:r..: 
C\CIIlptt.:d 
and lirsl sak 
ofhrass 
lUbes \\~IS 
c\emptcd a:.; 
tr:msit sak. 
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I 2 J 4 5 6 7 
7 k;~mr l'J'J 1-•J..t Sa!..:s of 27.02 7.2.\ The depa rtmem rev1sed 

(l'ast) (On..:) \lddmg ( 1 kcemhcr I')'JS) the 

dc~:trodc-. assessment and rai~d the 

e'cmplcd as additional dcmaml 'l11c 

consi~nmcnl collcclion pm1iculars have 

t1 ansac11on not hL'Cn received 

\ll thout ;m~· (Scptcmh.:r 2tKIO). 

documental'\ 
ev1dcm:e. 

X Thinl\·an- jl)•)(•-'J7 lntru and (17.51) 7.1 1) ' l11c department rcphed 

1111\ ur tOne) 1ntcr-Statc (.lui~ l')'J')) that as p..:r the 

t Chcmwi) sal..: or elm ilil:<~tion 1s:;ucd (.luh 

shnmp sc..:ds 199-1) h~ thc l l~!<ld or thc 

c'..:mptcd "' 1 kpartm..:nt, shnmp secd-; 

sale of'sl!<l \\ere c-:empt from u" 'lllt.: 

rood' n.:ply IS not tenable ~lllCe 

the rdl.:vant entry Ill tl1e 
s~:hcdule I:IWCrS Se<l tooo 
onlv not sea l;xxl st.:ct.ls. 

'). l'udu- ll)IJ.'\-').1 l'urchasc 161.1}2 5.70 'lllt.: 1kp::u1ment revtscd tltc 

koll:u-1. to tlllllO\ ..:r or assessment (hct\lt.:cn Ma~ 

Sah.:m I')'J7-'JX rough I'J'JX and Scpt..:ml'k!l' 1')'.)9) 
(Rund). (Si-:l l!ranlt t.:S in 2 l'USCS Wld raised 
Sn1-,.;nun- cl'll:ch.:d aduitional ucmand lor 
hudur. li 0111 R~.1 .27 lakh '' hich \IllS 

<.:uddalmt.: unrcg1stcrcd also col lectt.:d. Rcplics in 
(To \Ill). dcakr. first rcspect or other cases have 
Moore- s.dc or not h<..'Cn r<.:eeiVt.:U 
Mwkct collon ~am, (Scptemh..:r 2000). 
(North). and pam! 
(.'lh.!llll:Jl ..:'empteJ 

under 
.;cctwu "C 1) 
I' 11 st Salt.: ol 
San Liar'< 
'\\<LI'l.'!>. lirst 
;-alt.: or car 
onultcd 

1'01' Jtli/'· lt.::: .?J< .. ·· '1-16[3.(M · Jlt~AD : L/' :::::::::·····=w~%{''"'"'' ············••:::: 

These cases were rep()rted to Government (between 
January 1999 and April 2000): the replies thereon have not been received 
(September 2000). 

Under the provisions of the TNGST Act 1959, tax is leviable 
on the sale or purchase as the case may be at the rates mentioned in the 
relevant Schedules to the Act. 
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ln 1\venty two 11 assessment circles, tax was short levied on the 
turnover of Rs.l614.20 lakh involving 25 dealers during the years 1900-91 to 
1997-98 due to application of incorrect rate of tax. The short levy in these 
cases worked out to Rs.44.06 lakh. 

On this being pointed out (between September 1993 and 
March 2000) the department raised the addiuonal demands or Rs 16.43 lakh, 
out of which Rs S 6) lakh wa" collected. Replv m the remam111g case and 
rep01t on recovery ol'the balance amount was awaited (September 2000). 

The cases were reported (between May 1999 and June 2000) to 
the Government: their reply have not been received (September 2000). 

Under the provisions of the Tamil Nadu General Sales Tax Act, 
19)9, if the return fi led by a dealer is found to be incorrect or incomplete, the 
assessing authority shall assess the dealer to the best of its judgement. In 
addition it may also levy penalty clepend ing on the percentage of difference 
between the tax assessed and the tax paid as per the returns. 

In th irteen 12 assessment circles, for sh011 payment of tax by 
16 dealers during the years trom 1993-04 to 1997-98 penalty amounting to 
Rs 144.46 lakh was either not levied or levied short. A few illustrative cases 
are given below: 

II 
/\da~ar I tChcnnai)./\nna S<~lm I & II (<.'hl:nnai). Chingkpd. Fast 'I rack 1\sSl.'SSillcnt Cm:k II 
I Counhawrc! Itarhnur I (Chcnu;u ). Kovilpalll I. Nllal.ottm, l'alakar;u I (I m:ll\ ). 
R:iJapaJa,·am I S:utmha wlom 1 (. onnhatorc ). :-.alcm ll:11aar :-.ahg1 amam ((. 'hcnn;u ), 
Snpcnunhuu111 'Ilmll\annm ur 1 l'hcnn:u ). luupp111 1 South). I Nal!ar-Nonh ({'h..:nna1 ). 
lullc.;tnm Ill Valluvar k.nttam tl'hcnna11. Vulp.tml. Vcla(;h..:n t<.h..:nn;u) allll Wora111Jr 

I l'ndl\ I 

/\tla~ar-1 (Ch..:nmu). Nandanam (C:hcnna1). I<nyapur.un (C:hcnnat), Shcnt.:ottah. SJval.usi-11, 
Tiruppur Ccntral-11, Tiruv:uuni~11r (Chcnnm ). T. Nagar-~outh (C:hcnnai ). Tuticom1-l. 
( luumalpct. Vallal:n Nagar (Chclllwi). Vllli1·al.kam (Chennai ) and V1idhuchal:tm. 
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Chapter-2 Sales Tax 

2 1.88 Nil 1.8R 100 2.82 
-do-

~ V~ll~lar 1993-!J.t IA5 Cl.l)) IA2 98 ~ . D 
Nagar. (one) 
Chcnnai 

On this being pointed our (between March 1996 to 
October 1999) the department levied (between August 1996 to October 1999) 
penalty of Rs. 7.06 lakh in 8 cases of which Rs. l.49 lakh in 3 cases have been 
collected. Report on recovery of the balance amount and replies in respect of 
other cases have not been received (September 2000). 

The cases were reported (between November 1999 and 
April 2000) to the Government; their reply have not been received 
(September 2000) 

Under the Central Sales Tax Act. 1956. a registered dealer 
buvmg goods from other states is entitled to a concessiona1 rate of tax at four 
per cent. provided he furnishes to the seller. a declaration in form 'C' If the 
goods indicated 111 the declaration are nor covered by the certificate of 
registration. the assessee renders himself liable to penalty not exceeding one 
and a halftimes of the tax due. 

In three13 assessment circ1es. three dealers had purchased goods 
such as viscose staple fibre, laminated zipper jute bag, paracetamol 
(a medicine) and glass bottles f0r Rs.81 .64 lakh during the years 1993-94 to 
! 907-98 from 0ther States and furnished declaration in fo rm 'C', though the 
commodities purchased were not covered by their certificates of registration at 
the time of purchases. For misuse of fonm; 'C' penalty amounting to 
Rs. l3 lakh was leviable. but was not levied. 

Snl~mllazar, Vnlpnrni and V~la~:h~ry (Chcunai ). 
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On thh be111!! pointed out (September 1997, July 1999 and 
December !999), the department lev1ed (March I 998) penalty in one case and 
raised additional demand for Rs.J .79 lakh which wos also collected 
(May 1998). Reply in other cases was not received (September 2000). 

The reply of the Government, to whom the cases were reported 
(April 2000), have not been received (September 2000). 

2. 7 Non-fe\ry ·ofintercst for belated payment'of ta'x, 

Under the prov1s1ons of the Act, on any amount rema1n1ng 
unpaid after the date specified for its payment, the deolcr or person shall pay, 
in addi tion to the amount due, interest ot the rate of two per cent per month of 
such amount for the entire peri od of default. 

ln thirteen 
11 

assessment circle, in respect of 15 dealers, tax of 
Rs 24.02 lakh for the yeors I 984-85, I 986-87 to 1996-97 was paid belatedly 
for which interest of Rs. 19. 14 lakh was leviable but not levied . 

On this being pointed out (between January 1998 and 
March 2000) the depa11ment levied (between Apri l 1998 and ovember 1999) 
interest of Rs.6.25 lakh in 6 cases of which a sum of Rs 5.93 lakh in 5 cases 
had been collected (between April 1998 and November 1999). Report in 
respect of other cases have not been received (September 2000) 

The cases were reported to the Government ; (May/June 2000); 
their rep ly has not been received (September 2000). 

II 
!\.nnasnlm-11 (Ch~mwt}. J\ri~alur. l'~nlral 1\ss..:ssm~nl Cm.:l~-1 11 (Chcnn;n), Ktlpauk (ChcnJJal ), 
KO\ amlx:tlu (Ch~mtat ). Nantlanam (Ch~1111a1 ) Ro\Hf"k!lt<~h-11 (l'h~lliJal ), Sahgramam 
I Ch.:tnwt ). Sn·:1kas1-l. T Nagar-North ( l'h..:nnat ). Inch~ ({oat! (Counhatorc). Valpann anti 
Yill 1vakkam 
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2.8 Non/sbort-tc\1t of surclungc/additionaf'surch;~--rge 

(i) As per the Tamil Nadu Sales Tax (Surcharge) Act, 197 1 
(as 11 existed upto 16 July 1996) every dealer who was liable to pay tax under 
the Tamil adu General Sales Tax Act, 1959, shall pay a surcharge on such 
tax at the rate of twelve per cent of such tax in all the Municipal Corporation 
area~ (other than C'hennai) during the period fi·om I Apri l 1990 to 
4 ~eptember 1991 , and at the rate of iiftecn per cent, thereaf1er, in all the 
area' 

In three15 assessment circles on the tax due of Rs.424.34 lakh 
for the years 199 1-92, 1995-96 and 1996-97 from three dealers, surcharge was 
either not levied or levied short, resulting in shOJi reali sat ion of Rs.8. 12 lakh. 

On thi being pointed out (October 1999, January/February 
2000) in audit, the depart ment revised (November 1999) the assessment in one 
case and raised an additional demand for Rs.3.70 lakh. Replies in respect of 
other cases have not been received (Septemher 2000). 

The matter was rep01ted to Government (between December 
1999 and March 2000); their reply has nN been received (September 2000). 

(i i) Under the Tami l Nad11 Sales Tax (Surcharge) Act, 197 1, as 
amended with effect from I July 1989, every dealer who is liab le to pay tax 
under the Tamil Nadu General Sales Tax Act, 1959, on the sale or purchase of 
goods in the limits of Municipal Corporation of Chennai and within 
32 kilometers from its outer peripheral, shall pay an additional surcharge at the 
rate of tive per cent of such tax in add ition to surcharge. 

lu Ramnagar Assessment Circle, Coimbatore, on the tax due of 
Rs. l9 1. 74 lakh tl·om a dealer for the year 1992-93 , in respect of his sales made 
at C'hennai branch otTice, a sum of Rs.3.39 lakh onl y was levied as additional 
surcharge, as against Rs.9.58 lakh. This resu lted in shOJi levy of additional 
surcharge amounting to Rs.6. I 9 l<tkh. 

The case was reported to the department 
(December 1999/February 2000) and Government (Febn1ary 2000), their 
replies have not been received (September 2000). 

Egmon:-1 (Ch..:mwi), Fast Trad; 1\sst:ssm..:nl Cird(!-11 . (Coimbatorc) mld Virudachalam. 
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2.·9 . Shorl-levy '.ofadditional sales tax 

Under the Tamil Nadu Additional Sales Tax /\ct, I 970, 
additional sales tax was leviab le at the rates as prescribed from time tot ime on 
the taxable turnover of a dealer if it exceeded n1pees ten lakh 

In Myladuthura1-l and Ramnagar (Coimbatore) Asses~:;mem 

Circles on the taxable turnover of Rs.5595.76 lakh or three dealers for the 
years I 989-90, 1990-9 1 and 1992-93, additional sales tax due was incorrectly 
worked out as Rs. l27.2.7 lakh instead of Rs 137.05 lakh resulting in short levy 
ofaddi tional sales tax amount ing to Rs. IO.J8 lnkh. 

On this being poi nted out in audit, (July/December 1999). the 
depa11ment revised (September I 999). the assessment in the cases of 2 dealers 
and raised additional demands for Rs.4 12 lakh out or which a sum of 
Rs.2.57 lakh was collected in one case and the other case is stated to be 
covered by deferral scheme. Repo11 in respect of other case has not been 
received (September 2000). 

The cases were reported to the Government (October I 999 and 
February 2000); their replies have not been received (September 2000). 

i:to .,·.;Affording ofexcC.ss~redit 

Accord ing to Commercial Taxes Manual. assessment registers 
are to be maintained for each yea r in the assessment circles to show the tax 
paid by the asses sees. Credits outstanding in respect of an assessee during a 
year are carried over to the register of the subsequent year. Flll1her the credit 
entries should be attested by the Superintendent of the circle. The assessing 
authority should also test check as many credi t entries as possible. 

In tive 1(' assessment circles. while linalisin~ the assessments of 
six dealers. for the years 1993-94 to I 996-lJ7, the amount paid a"' tax by the 
dealers was either taken in excess or accounted for twice which resulted tn 
afford ing of excess credit to the dealers account to the tune of Rs. 7. 17 lakh 

In 
/\mhaltur (l'hcnnat). Fast ·1 rae.:!,. t'1rclc II (l ounhatorc), Inch' l<oad 1<. ounhalon.:). Valparm 
and Vc)"l<!n ( Chcnn:u ). 
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On thi . being pointed out (between February 1999 and January 
::!000) the department withdrew the excess cred it afforded by revision 
(between April and Onobcr 1999) of the assessment and raised an additional 
demand of Rs 2 17 lakh in respect or 5 dealers (except in the case of one 
dealer 111 Fast Track Clrclc-11 Co11nbatorc), nut of which an amount of 
Rs. l 45 lakh has been collected Report on recovery of bala nce amount and 
reply in respect of othe1 case has not been reccivrd (September 2000). 

The case (Fast Track Circle-11 -Coimbatorc) was reported to the 
Government (March 2000) and the reply thereon has not been received so far 
(September 2000). 

2.11 Incorrect computation of taxable turnoyer 

Under the TNGST Act. the taxable turnover of a dealer is 
determined on the basis of sales shown in the returns or on the basis of further 
evidence/records produced after allowing permissible deductions. The sales 
tax is leviable at the rates specified in the Schedules to the Act on the taxable 
turnove•· so determined. In addition sure 1arge, additional surcharge, additional 
sales tax and penalty are also leviable as per the provisions of the Acts. 

In seven 
17 

assessment cirales, the taxable turnovers of seven 
dealers tor the years 1993-94 to 1997-98 were incorrectly computed. Tbis 
resulted in consequent short-levy of tax of Rs.6.33 lakh (inclusive of penalty). 

On this being pointed out (between April 1998 and Febmary 
2000) the depanmellt revised (between April 1999 and Febmary 2000) the 
assessments in all the cases except in one case and raised additional demand 
f(lr Rs.5.60 lakh (including penalty) of which a sum of Rs.4.78 lakh 
(including penalty of Rs.0.59 lakh) in 4 cases has been collected. Repo11 of 
collection in ot her cases and reply in respect of another case have not been 
received ( eptember 2000). 

The cases were reponed to the Government (June 2000); their 
reply has not been received (September 2000). 

I ' 
/\vinashi Road (Coimhatorc), l>mdug.ul Ill & V. Egmorc-1, Mannady-Wcst (Chcnnm), 
Tcnkasi ami Woraiyur (Trichy). 
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:2:12 .? Incorrect g~ant of c.oltcessional rate of tax: 

As per provisions of the Tamil Nadu General ales Tax Act, 
1959. on sale of anv goods. tax 1s leviable at the concess1ona l rate of 3 per cent 
under certam conditions and sub1ect to the production of declarations 
(Form XVI l) obtamed from the purchaser 

As per En try 18 of Pan E of the First Schedule to Tamil Nadu 
General Sales Ta'< Act, 1959, sa les r r electrical goods including all kinds of 
wires and cables, are taxable at twelve per cent 

In P."l\i . Palayam A~ses. ment Circle (Coimbatore), on sale of 
copper wires amouming to Rs.49.39 lakh made by a dealer during 1993-94 
Ia · was incorrectly lev1ed at the conces. 1onal rare of three per cent instead of 
at the correct rate I 2 per cent a" the sales were not covered by va lid 
declarations in Form XVII. This had resulted in short levy of tax by 
Rs =' . I I lakh (1nclus1vc of surcharge). 

On this being pointed out (May 1998) the department revised 
(March 1999) the asses ment and rai sed additional demand for R.s.5 II lakh. 
The repon of recovery had not been received (September 2000). 

The matter was reported to the Government (May 2000): their 
replv had not been received 1 September ::!l>OO). 



LANp·REV~~llE 

Test check of records of Latld Revenue department conducted 
during the period from April 1999 to March 2000 revealed Non/short levy of local 
cess and local cess surcharge, non-levy of water cess and betterment contribution, 
non-levy of penalty and interest, short recovery of rent in respect of Government 
lands, other irregularities etc., amounting to Rs. l 0782.16 lakh in 11 8 cases which 
broadly fa ll under the following categories: 

betterment 5 62.96 

II 
respect of 22 

alienated or 

During the course of the year 1999-2000, the department accepted 
under-assessments etc., amounting to Rs.28.95 lakh in 51 cases (pointed out in 
earlier years) which was also collected. 

A Review on ' Receipts under Land Revenue' and an illustrative 
case invol ving a financial effect of Rs.657.82 lakh are mentioned in the following 
paragraphs: 
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Highlights 

«::'··,·· ·····~.~·- , (i) Failt1re to obt~iri 'details ~elating· to pro<ftlc(io·n···ofsnti'from 
th~ Dtpartmt-aH of Salt had resultt'd in ~hort-levy of royall)' antounting to 
R!9:26.7~ lakh in 6 dis tricts. 

I P:-~ragr:-~ph 3.2.51 

. ,.,. (i i) Pen~ l(y . ·am O\tn"iil1'jf to· .. Ri f1 z:;~i9la kh ,.r.~hlti'ng ':' to .. p~tioos· 
beiw~ril '·fasli . l40-' to 1408 (1 .inly ·,t994 to· 30 .Junf 1999) ·in 8 di~tricts ·was 
J)\';Hiing coHrction as :.rn· ~tr'i nf I:HHl r r vt' IIUt'. 

,,. .. ;,; '(lii) Failu re: to rcilt"\~.:fhe lra~e grA·i.lCetf:to 6 insiit t'itioii$7(td'~y::i'ii 
fj~atiOtl .,,,,of .iease l"eJlt re~>tt l Ct'cf >in revrlttJe fort-~one . amounting .'·to 
~s.28J . 911akh fltH.I uotH't':ili~ation ofl~ac;r n•n t amontHing to Rs.l98.35. 1a~h. 

I Pantgraph 3.2.81 

3. 2. I lntrotluction 

Basic assessment on land fi xed at the time of last ryotwari1
ll 

settl ement during 1937, is the main item of land revenue There are certai n other 
items of revenue which are collected by the distnct revenue authontie~ along with 
Land Revenue The~e item: fall under two categories ( i) revenue due to local 
bodies but c.nll ected and credi ted under the "Land Revenue" head in the first 
instance fo r allocation to local bodies e.g. local cess and local cess surcharge 
under the Tamil Nadu Panchayat Act, I 9S8 and addit ional surcharge under the 

!1w "":<11!111 nl 1k1cnwna1Hll1 •>' ;1:-..-...:,.sntenl on land umkr '' l111.:h I he rvot pnvs his li-.;ed as:;cssrnent 
Ull ed to llll' ( l(lVCilllllent !I '" d ,eukmenl \\ llh the lll!il"al ll~ as t.;nams ol the Stale. nus nghl 
~:an he mhe1 11L'tl. sold or hunlcneu lor 1kht. 
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Tamil Nadu Land Revenue (Additional surcharge) Act , I 955 (ii) revenues 
creditable to other heads but initially assessed and collected by the Revenue 
Department e.g Bettermem Contribution under the Tamil adu Irriga tion (Levy 
or Uctt ermenl Contribution) ,\ ct, I C))\ co-;t or survey operation, cn-;t or 
estab li shment of survey starr lent tn lnc;.d hncl ies etc. 

3. 2. 2 OrJ:mri.mtimwl .\icl- 11 p 

At the apex level, Special Commissioner and Commissioner of 
Land Administration and Revenue Administration is the I lead or the Revenue 
Depallmcnt under whom tl.tnctton the Collectors. Divisional Revenue Otlicers, 
Tah!)ildars and Deputy Tahsildar~. who arc empowered to levy and co llect land 
revenue based on the Village Administrntinn Onicers' accou nt s and statements. 

3-:2.3 .\'cope r~f A 11dit 

Since non/incorrect levy or la nd revenue may involve loss of 
revenue t0 Government , a revit!w was conducted between October I 999 and 
March 2000 to verify as tn how t~u· the provisions and pro<.:edures prescribed in 
the Board's Stimding Orden• and executive orders issued by the 
g.overnt11em/clepartment were observed to ensure correctness of the assessment 
and collect ion nf lana revenue thercon 

Under he review, the receipts pet1aining to the period I July I 994 
to 30 June I 999 (Faslis 1404 to 1408) and connected records maintained by 
sixteeu i'~ District Collectorates nut of 29 Dislri<.:ts and 6 1 Taluk Oniccs out ~f 
209 Taluks wer.e test checked . Si"2u oflices of the Assislant Commissioners of 
Orban Land Tax and the oflice or the Special Dcpttty Collector (Land 
Acquisitio n) Neyveli were alsn test cher kcci . 

3.2.4 Cm;J t?lcollectinn nf/ .mul Rel'l'lllle 

The btnd revenue collected under the head "Land Revenue" and 
the expenditure incuned tor the period I C)C>)-9(, tn l 999-2000 were as fo llow· 

,., 
C:IH.:n na i. ( 'oimhaton:, (. 'udJdalnrc. l'1 ode. Kam.:hc.:punun. MaJur <II . N<1~apallu1a111 . ( )ot\ . 
l'udukntl;u. Ramnad. T<UIJ'I\ ur. J"irum:J,ch. I nd1~ . Tuti~oriu. Sal<.:m and Vdlon.:. 

/\ lamlur (C:hcnnai ). C:oi mh<Jinr.:. Fllldc. l'nllallu. IJda;,.:;un;ulllalam and Sal.:m. 
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I 9%-97 I 
t 

1997-9R 
1998-99 
1999-2000 
(upto Octohcr 1999) 

Rt>cfip(S~ Expl'udieure 

'>-

1~77 ·17 572o 12 

I - --c1o:\cun; 6-16) .-1) 

282~UO I 77X4 -1 0 
3500.00 

J 
)1:;9. 12 

l -, 
11)') sn 1 ---;, 30 I. )C) 

I t-- ·----1 
107.21 
275 .23 
147 <-10 

I t may be seen that the percentage of cost of collection ranged from 
I 07.21 per cent to 304.99 per cent during the above peri od. The percentage 
would be still higher if a ponion of the expenuiture on the stan· of T aluk ofli ce 
such a Vill<tge Administrative Ofliccrs. Vil lage Assistants and Revenue 
Inspectors (debited to the head relating to District Administration) who are 
directly involved in the col lection of land revenue is also included . 

3. 2. 5 .\'!tort /c\~1' of royal~l' 

Royalty on manufactured quantity of sa lt is to be levied from the 
licensed salt manufacturers in the State o f Tami l Nadu on the basis of production 
ligures to be obtained by the District Omcials from the Salt Commissioner, 
Department or Salt. Government nf lndin. 

The rate of roya lty was rupee one per metric tonne o f sa lt produced 
subject to a minimum of Rs.25 per acre per annum (tixed in 1992). 

A scn1tiny of records of the revenue department in six21 out of ten 
districts revea led that during the period 1994 to 1998 royalty of Rs. 9.43 lakh was 
levied at the minimum rate of Rs.25 per acre per annum. However royalty of 
Rs.36. 18 lakh was leviable on 36. 18 lakh metric tonne of salt produced as per the 
detai ls co llected from the Depanment of salt This resulted in short levv of 
Rs ::?.<1.75 la!..h. 

Cudualon.:. Kann\akuman . Na!!npallanam. l'h;m1avur. l'ho1hukuu1 anu 'l•ruvallur 



2-25-9 

( 'ltatlf£'1'- ~ /,aiJ(/ !<.t' \ C'llltl 

3. 2. 6 Non-collection r~fpenalty 011 arrears f~( lam/ reve1111e 

Accord ing to an order issued by the government on 3 July 1974, 
with rffect from fasli I JR4 (I July 1974), if any land holder failed to pay land 
revenue in the lasli vear in which it fall" due, and also in the fas li year that 
fo llowed then 111 the tlmd lasl1 year. he should be charged a penalty at the rare nf 
(j per cent per vear of default for the penod subsequent to the two year penod ot' 
grace mcnt1oned above. 

A test check of records in eight22 districts revealed that an amount 
of Rs 112.99 lakhs tor the period ti·om fasli 1404 to 1408 (I July 1994 to 
30 June 19C)9) being the penalty recoverable on belated payment of arrears of land 
revenue was pending collection. 

Though omi ion to levy penalty on arrears of land revenue was 
pointed out and inspire of instructions issued by the Government (July 1995) that 
such dues are collectable under stannory provision, the information regarding the 
quantum of dues and the period fi·om which these are recoverab le is yet to be 
received by the Commissioner of Revenue Administration fi·om Distri ct 
Collectors. 

On this being po inted out (January 2000), the department replied 
(January 2000) that the District Col lectors were instructed (June 1999) to recover 
the pemdty amount apd the deta ils of recovery is awaited (August 2000). 

3.2. 7 Non-callection t~{quit rent i11 Cltennai dty am/ otltcr urbfm area.-. 

Under Section 23 of the Tamil Nadu Urban Lamd Tax Act, 1966, 
the urban land tax replaces the ryotwari assessment. the assessment levied under 
the Tamil Nadu lnam (Amend ment Act, 1956). the ground rent, quit rent and any 
amount due under the Madras Cit y Land Revenue Act. I 951 . However, in respect 
of lands which are not assessed to urban land tax, quit rent sha ll be collected. 

The levy of ~wir rent in urban areas of Chennai city and co llection 
thereof was suspended due to stay granted by Hon ' blc Madras High court ( 1985). 
However, the Hon' ble High Court upheld (January 1994) the levy of quit rent and 
directed the authorities concerned to issue demand notices for the payment of quit 
rent . Accordingly, the rates of quit rent was fixed by the Collector of Chennai 
(July 1995) and demands were raised for Rs.357 19lakh. 

C:nimhatorc, C:uduulnrc. !·:rode. Nngapullinam, l'uuukolllli, Salem, Thunjavur and Tinmdveli. 
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(il A test-check of the records in live:' taluk unice_ 111 C'hennai 
revea led that the demand to r the paymcnr nf quit rent pending collection for the 
period I July 199) to 10 June I C)C)C) (fa..,li 140'i tn 140H) has been a"sessed at 
RsS3 .7) lakh. Out of this Rs.7.2 1 lakh has been collected by the department 
(February 2000), leaving a balance or Rs.46.54 lakh which remains uncollected . 

(ii) Similarly, the rates of quit rent in other urban areas are to be 
fixed by the concerned District Collector However the same was not done 
till-date. 

A test-check of exemption register and enumeration register 
relating to six2

-l ot1ices of Assistant Commissioner (Urban Land Tax) revealed 
that in respect of20605 cases quit rent could not be demanded and collected due 
to non-fixation of the rates resu lting in non-realisation of revenue due to the 
Government. 

3.2.8 Lea.,·in;: t~{Um·emment lamb; 

Under the provrsrons of Revenue Standing Order 24-A, 
Government land are leased out to private organisations, trusts and other 
Government bodies tor a specdied period wi th certain cond itions. The District 
Ad ministration is required to take action for fi xa tion of lease rent , terms of lease, 
execution of the lease deed and renewal of lease or resumption of land wherever 
nece, sary. 

Lease rent once fixed can be revised once in 3 years or 5 years as 
the case may be. Further in cases where the occupation (whether authorised or 
unauthorised) of Government land esc<1ped notice, the collect ion of previous 
assessment sha ll be lim ited to the period of occupation or ten years which ever is 
less. 

Eg.morc-Nungumhukkam, Fmt-Tom.l iurpd, Mamhalam-< iuantly. M~· lapnn.: - Tripi ie<anc and 
l 'ursa\\ ak ka 111-l 'l:nam t nar. 

Alunuur. t'oimhalon.:. Erode. l'ollachi. Sah.:m antllltha:.:amantlalam. 
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With a view to check the omissions/irregularities if any, on the par1 
of the department . test check was conducted in nine~' districts involving 81 cases 

In 6 out of HI cnses test checked, due to delay on the part of the 
department in sending proposals regarding sanct ion of lease, fixation of lea ·e rent, 
renewal/revision of lease rent parties have been enabled to delay the payment for 
over 10 year. with the added aclvanta!-!e of not paying the interest on the arrear<;, 
for the period they were enjnyin!! the bene lit of the land . 

Even Htlcr expiry of the lensc, parties were either paying the old 
lease rent which is very low compared to present market value or the land or not 
even paying any lca"e rent and the le..,sccs continue to be in possession of the land 
''hich rc"ulted in non-real isa tion of lease rent amounting to Rs. l98.35 lakh and 
revenue foregone amounting to Rs 2lD 9 I lakh clue to limitations prescribed under 
the R.S 0 in collectill!.!. the lease rent as detailed below: 

Naolt- of l":.xt~n t . Perio•r for 
the lc;t~d •· t whkh lca"t' 

Rc,·cnt.i! · · 
fnre)!llll~ 

w11~ lin<· to 
I ~unctiunccl li111ilatiun 

L . -·- --· u(Jwrin~ _ 
t._..,..J_. ---· ·-- ) ·-· . ··-· .. . } ~. .. ~ .. : 
i Chintha- 1 2~ X•J; I ~ ll H·ar' li ll lll • J "7 1-\ 

enllettccl 

Co- l'nrhur I 11JX 11 ({i.O . ! 2f1 0'U<1J 10 I 
mani · Sq feel. . 2fo ~cpl cmhcr ! horn II 

opera II\ c \ illa~c. ! M s. 15'Jl I I 0 I ::!01)(1 --
super 
market 
Trich' 

Tirdl) Rl' \ 'CIHIC (12) 

RRCC 
lligh 
SchooL 

(,~ 

grounds 
and ?25 

Pcr:unhur I C'J. reel 
Chcnnai Pcram-

bur 
\'iII age 
RS No. 
.\5(,/1 

dared 
2(, ,0'J.l\') 

from I% I to 
1%7 G.O. 
Ms. sn2 
Rc,·enue 
dated 
.\ 11. I I (l I 

20\J.:I(, 115.-t..J 
(I 'J'JO 10 
I 'JIJIJ) 

(i - .......... _.,-............ ·.:_ ..... -.............. ·.:.-.. · .. .--:.-~-.:--

l.c:ht: lh'lll propo al have no1 
hel' ll o:cn1 to co !leer or. Trich~ . 

b.\ rhc IWO till Scplcmbcr 
I 'J1J'J. C'onsequcnll) . lease 
rcn1 h:-~s nol been lhcd and 
collcclcd from the lessee. 

Renewnl of lease propos.1l 
beyond I %7 hns nol been 
issued so far (December 
I 91)')) and consc()uenlly lensc 
rcnl has nol been rc\'iscd for 
years togelhcr and lhe lessee 
conl inuc to enjoy lhc 
possession of 1 he land 
wilhoul paying any rcn l for 
I he l:lSI 30 vcars. 

Ch..:nnat. Counhalor..:. Enxk, Kam:h'-'t:Jlllram. Sakm, Tinrndvdi , Trichy, Tulicorin nnd Vdlor..:. 
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Mtc; 
Volta 
Ltllltled. 
C'hennai 

Maha
laksluni 
Traders. 
Mettnr 

i 
1 Dam 

Pachai
appa 
trust. 
C'hcttnai 

:!7 .;,7 

~CJ lect 
M~l:t

porc 

'tllagc 

02-l 
acres 
T S 2/ 1. 
1\lettur 

I 10\\ II . 

alcm 

( ) 

grounds 
and 
1710 
Sq feet 

-- ._}_ ~ ~··- __ ..__,.J . ·- ... ~- -· ... ~J. .. _ -··-·----·!!_ ___ ~.:.... __ ·--~ 
ltclll' \\ al nl 21 ' ' I 1 I ,·:1sc ,dllch c\ptrcd 011 
Jc<J<;(' !1(1111 - I w 111111.! IIJXX \\ ;IS IIIli : 

1 Jul~ I 'JX:-. 1 renewed. but the lessee 

Lcac;c sane
llonccl for 20 
~e<Jrs front 17 
September 
I W1.., 

Lease \\ilS 

rcne\\cd for n 
penod or 20 
~cars rrom I .'i 
Jn l~ 1%1 IO 

1-tJul~ I'JX"i 
I I 

1.1 -t 

4 .G1 

'JA7 

17rom 
I:' Jttl~ 

I'JXX IO 

l.t Jul~ 

I 'J'JX 

coni inucd 10 hold the 
possesc;ion of 1 he land ti II 
date. 
Lease not rcne\\.ccl after 
I r, September I•>X7. 
Rene\\al or leac;e application 
subtuitted ll\ the lcc;scc 111 

j I'J'I'i for :t fitrther penod of I 
:!II , ca r" 1 rom I 7 cptembl!r I 
t •IX7 \\:1 IClm :mlcd b~ the 
Collector. Sa lent and still 
pending "ith SC'CLA. 
Chctutai. 

Lease proposnl was 
fon,arclcd b~ lhe Collector 
ror reiiC\I :tl for :1 further 
period or 20 ~car from 

I
I:' Jtlh I'JX1. llo\\e\er. no 
orders \\Cre tS<;ued h~ the 
(io' cnu11cnt o far. 
Consequent I~ . leac;e rent was 
not rc' ised and interest 
could not be lc' icd from 

l---:---:---+-.,..---+-=:--:------11------+-----+-:l:-5 -!_!'.!l_! IJX3 ID I iII dal c. 
Dalmi~a 3.25 The lc;1se ''as - 10.2-t Rcne\\al of tease for the 
Mag- acres 111 granted for a penod from 2 1 December 
na itc Omalur period of JfJ I'JX7 to 20 Decomhcr I'J'J7 is 
Corpo- taluk. ~ ca re; from:! I pcndinc \\~t it the 
mtton. Sa lem Deccntber go' ern tHcnt. Tlte lease rent 
. alcm Dic;tnct I 'J77 hac; not tx·c11 rel'·iscd e\·en 

though gmcrnnte~tt poltc~ is 
I o rc\ isc 1 he lease rcnl 

_ ~riodicalh . 
"'"_~T.-o~!!_~,L~----.~+ __ .,....:_,...._~-.1_~..-.... ......... ~ .. ,_--____ .-_ ~---_-_ -._~_-+-___ -_. _-__ -__ -2~-}-::-_.:...~~--! .-1. -.. -~_-t-2""~·-}-_~ . .. ~~.~ ........ ___ ....... ::~=:~=:::·~- ··-·-·-· 

3.2. 9 A lienation r~f(im•ernmenl poromhoke la11tf' 

Government land ciao;. ificd as dry and '.Nel and belonging tO 

pattadar. of villages in Pann11r and Vndhachalam Taluks were acquired/being 
acquired for the Neyveli Lignite Corporation Limited, Neyvcli (NLC) t<x their 
mining operation. A Post of Special Tahsildar (Land Acquisition) Neyveli was 
sanctioned (I 990) to at tend to this work 
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Though the acqu isition or patta land s were commenced as early as 
I 9C>6 and permission was grant ed to 'LC Ill emer upon the (lovernmcnt 
poromboke land s lying in between and in adjoining acquired pall(! lands it was 
. een that the process or ali enation nUinvcrn tncnt porombnkc l<wds was initiated 
nnlv in I CJCJO . In September I ()(JS . sanction W<l" acn11·dcd by the Government 1\lr 
the <.;teatinn of spC<.;tal sta rr tn attend to the \\Prh.' tdaring to the altenatinn ol 
(iovernment pornmhn"t: land le' '\!I C 

Test check of records relat in~ to alienation in the nllice or the 
Specia l Deputy Collector. Land Acquisition (SDCLA). Ncyvel i revealed the 
followin~ · 

i) t\ ccnrding to the Government order issued (July 1990), out or 
X4 0::1 ~ hectare~ or Government porombnkc land" in Neyveli and six other 
villages, :1 uJ hectare~ or Cinvcrntnent pnromboke lands in Neyveli Village were 
alienn tcd so far tn 'LC Ltd . tixing the market va lue at Rs 74, I 00 per hectare In 
two other cases also, in respect nf 1040 IH:ctarc~ of land in the same village, the 
same tnarkct va lue \Vas adt,ptcd by till' District Revenue Olli cer. Thus a tntal 
extL' nt l lf 14.03 he<.;tarcs of(lnvernmcnt pnromboke land in Neyveli vi ll age were 
al ienated The balance 70.02.5 hectares nfl and lyint! in the remetining six village~ 
arc yet tn be a li enated and the cnst or land is yet to he recovered rrnm the 
'\!LC I tel 

ii) Similar!)' . in nineteen cases, ali enation proposals sent by the 
. DCI A, 1 evve li to the Dtstrict Revenue O!Ttccr f(x the alienation of a total of 
:59 R7 b hectare' or Gm ernmcnt poromboke lands to 
of' issue of fj na l orders of Cll i rnat inn b~r I he (jovernment. 
land cnuld not be wnrked nut (ltlci cnllcctL'd fi·om I C. 

3. 2. I() E~tcroadtiiU!nl t~l (im•enlllll' llllaml 

LC are penning fell· want 
Cnn. cquently the cost of 

Tamil adu Encroad1mcnt Act JlJ05 lays down the procedure ~or 
dealing with unauthorised occupation of government lands. If the encroachment 
is by putting up a permanent structure. the site under encroachment may be 
(ISsigned to the encroacher on collect inn or twi ce the mnrket value 

In Than,iavu r District .· it was noriced that 8.34.8 hectares nr 
Gnvcrnment poromboke land" in Thirumalai Samudram Village, was under 
encroachment by Sha nmuga En!.!, inecring College fi·om I <>R) onwards by 
con,tructing -;upcr SltliCiltre' thcn·on !\ mea!.!re penalt\ nt' R.;; 10 pet year wa<, 
levteci CJ nd collccrcd On th" hctn!-! potntecl nut (August Jl)l)X) cvtct ton orders 
were issued (May J<JlJC)) by the Dtst rict aut hont ies consequent on reJeCt ion o l" 
appcalnf thc coll ege by nRO. Subsequently revision peti tion filed by the C'0llege 
was referred (January 2000) to the Specia l Commissioner and l Oillllliss ioner or 
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Land Reforms, C'hennat and a decision is yet to be taken 111 this regard. Inordinate 
delay in taking a decision had resulted in the encroacher continue to enjoy the 
possession of the lands without assignment (September 2000). 

llad timely action been taken to assign the land, Government 
would have realised a revenue of Rs.41 .36 lakh based on the guideline rate of 
Rs.2.30 per SC] .fl . 

3. 2. II Non-reCfwery f~{ co.,·t f~{ .m n·~·· .'ltf~{f 

The cost of establi shment charges incurred on the officials lent to 
Municipalities/Panchayats have to be worked out by the department according to 
the instntctions issued by the Government (June 1989) The same has to be 
apportioned in the manner prescribed tn the survey manual and recovered from 
the borrowmg mstitutions 

On a test check of record in the otlice of the Assistant D1rector of 
Survey and Land Records, Chennai, it was noticed (January 2000) that in twentl 6 

districts a sum ofRs.81 .5C) lakh only has been collected out ofthe total demand of 
Rs.558.85 lakh raised towards co~t of survey starT lent to municipality for the 
period 1981 to 1990. 

In respect of tweleve27 districts the cost of survey staff due from 
the Municipalities arc yet to be assessed for the period 1994-95 to 1998-99. 
Similarly out of Rs.78 71 lakh due from the panchayats in nineteen2

l< districts 
towards the cost of survev starr lent for the year between 1979 and 1909 for the 
services rendered, a sum of Rs.2.61 lakh only has been recovered as on 3 I March 
2000 and the balance of Rs.76.1 0 lakh remain uncollected. Thus a total sum of 
Rs.553 .36 lakh is pending collection from the local bodies as on March 2000. 

On this being pointed out (January 2000), the depattment stated 
(January 2000) that the amount could not be collected tor want of sufficient funds 
in the Municipalities and panchayats concerned 

/ 

CudJalon.:. Counhalon.:, I >hannapuri , I >andigul, Enx.lc, Kanchccpuram, Madurm, Nagcrcoil , Ooty, 
Pudukotlaa, Rmn::mathapuram, Sah:m. Sivagauaga, Tmtionar, Tinmdvcli , Trichy, Tuti~.:orin . 
Vdlorc. Villupuram &. Vimdhunagar 

l'uamhatorc. Cuddalorc, l>hannapuri. l>inc.hgul, Madurai, l'mlukottaa, RamanaU1apunnn, Sakm, 
llwn.ravur, Tinadurapalh. I ldh~amanJalam and Villupuram. 

Counhator..:. Cud<.lalor..:. l>h.1nnapun. l>md1p.ul, Frcxk Mac.lurai. Nagcrcoil, PuJukottai. 
l<amanathapumm. Sakm, Sn agangaa, lh.lll.FIVUr. l'mmdvda. l'aruvannamalaa , Tull~o:oma. 

t ldh~wmanc.lalmn. Vdlorc, Vallupuram and Vamdhunagar 
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3.2. I 2 Nrm-collcclion of interest on hellermcnf cm11rihution 

The Tamil Nadu Irrigation Act, 1955, provides for the levy and 
collection of betterment contri but ton on all lands benefited by any noti tied 
trrigation or drainage work the cost nl' whtch exceeds Rs. I 50 lakh executed by 
the Government on or after I January I <J47. 

The annual instalment of betterment contribution fi xed and levied 
shall become payable on or before I 0'11 of tirst month (July) of each fasli year 
Interest at 6 per cent per annum is leviable on delayed payments. 

In Thoothukudi and C'oimbatore Districts it was noticed 
(December 19<}9 to January 2000) that f'or rhe period I July I Q71 to :w June I 99 I 
(fasli 1381 to 1400) betterment contribution or Rs.45 .06 lakh was paid belatedly. 
the delay ranging from 14 to 20 years, for which interest amounting to 
Rs.27 94 lakh though leviable was not levied. 

On this being pointed out (December 1999 to January 2000) the 
department replied (December 1999 to January 2000) that action would be taken 
to co llect the interest. 

J.J .,Non:realisatio!J of lease rent 

Under the Board's Standing Orders, lease of Government lands tor 
non-agricultural purposes should be covered by an agreement in the prescribed 
form. The lease amount should be collected in advance annually. Land revenue 
for this purpose includes lease rent payable to the Government in respect of land 
held on lea se from the Cinvernmcnt 

Under the Tamil Nadu Panchayats Act, 1958, local cess and local 
cess surcharge at the rates of Re. I and Rs.5 respectively arc leviable on every 
rupee of land revenue payable to Government 

In Chenga lpattu Taluk, Government lands measuring 4.04 hectares 
in Melakottaiyur Vi llage was leased out (December 1989 and January 1990) to 
two persons for 9 years fi·om 19 December I 99 1 on an annual lease rent of 
R .... ~~.52~ The lessees paid the lease amount. tncluding local cess and surcharge 
on loca l cess ft1f the firsr year nnly. The department tailed to collect/ realise the 
lease amount, local cess and surcharge on local cess lor the subsequent years (ie) 
fasli 1402 to 1407 (I July I 992 to 30 June 1998). This has resulted in 
non-realisation of land revenue amounting to Rs.7.88 lakh .. 
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On thi ~ bcm!l nni nt ed out l Sept ember I Q9:" ). the department 
rcp li cci (September I()<)()) that actilln wnulcl be taken to ra"'e the demand and tP 

realise the due~ lrnm the abll\ t' individual" hmhc1 aclion taken repnn hac;; not 
her n rccc i ved sn I~ r ( .lun c 2 000) 

This was brought to the notice or the Government/department 
1ay/Octohcr 2000): their reply has not been received (Octnber 2000). 
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Test check of records of departmental offices conducted during 
the period from April 1999 to March 2000 revealed non/short-collection of 
tax/fees, short collection of penalty and incorrect/excess refund of tax etc. 
amounting to Rs. 1277.47 lakh in 140 cases which broadly fall under the 
following categories: 

2 Non/Sho11- collection of fees 31 25.91 

3 Short- collection of penalty 32 31.70 

4 Incorrect/excess refund of tax 3.61 

During the course of the year 1999-2000, the department 
accepted under-assessments, non-reali sation of revenue due to non-issue of 
fresh permits etc., amounting to Rs. l7.56 lakh in I 0 cases, of which I case 
amounting to Rs.0.02 lakh was pointed out during 1999-2000 and the rest in 
earlier years. An amount of Rs.2.74 lakh has been collected (December 1999). 

Three cases involving a financial effect of Rs.2400.63 lakh are 
mentioned below: 



. ltuli l UC'J>orl (Rei 'C!/1/IC! Rec·eit >ls) .for lite \ '(!(lr l'llded 31 .\larch 2000 

4i2 '" Sh.(n~ 1e¥y due to····hlis-~da.ssfticaHon of iigti'Cinotor vehicle' as·;:~:::·; 
maxi cab 

Under Motor Vehicles Act, 1988, a 'maxi cab' has been defined 
as any motor vehicle constructed or adapted to carry more than six passengers. 
but not more than 12 passengers excluding the driver, f(1r hire or reward . The 
tax leviable for the maxi cab is Rs. l50 per sca t per quarter. On the other hand. 
a mini bu. ts a vehicle cnnstrlll:tcci or adapted t(l carl"\ more than six 
pa.c:;sengers but not more than ::!5 passengers When such vehtcle i!- u!\cd as 
contract carriage. the tax leviable thereon is R~. I S OO per passenger per quarter 
(upto 31 March 1998) and Rs.2000 therea fter. 

In fou rteen2
? regions, it was noticed (bet ween June 1999 and 

February 2000) that 2090 light motor vehicles (manu tactured by 
M/s Mahindra and Mahindr« Ltd. Model - f-J470 OS) with a seat ing capacity 
of 16 in all (as per manu~acturer's cer1ifi cate) were registered during the 
period as maxi cab with eating capaci ty of 12 and issued permits accordi ngly. 
Tax had also been collected lot 12 o;eats only Whereas light motor vehicles of 
the same model when registered as private service vehicles were registered 
with a seating capacity of 16 and classified as mini buses. 

Since these vehicles were manufactured with a seating capacity 
of 16 and meant for can-ying passengers on hire or reward . they were 
classifiable as mini buses (contract ca rri ages). and leviable to tax at Rs.2000 
per passenger per quarter. The incorrect classification resulted in short levy of 
tax amounting to R~ . 2357.5'2 lak h for the period 1998-9() 

On this being pointed out (between June 1999 and f ebruary 
2000) the department stated (March 2000) that the Government had issued 
orders (January 1990) to register such vehicles as maxi cabs on the basis of 
their wheel base. 

The reply is not acceptable since (i) as per the Act, the 
classificat ion of a passenger vehicle depends upon its seating capacity and 1101 

on wheel base and ( ii) the "arne model vehrcles when registered as private 
service vehicle. were permitted to carrv 16 passengers in all and registered as 
mini bus. 

<.'hennai - North West (Anna Na!!ar). Cuudalore. Chcnnat (South). Chenmu - South West 
( Valas:mmak.kam ). L' hem~<ai (Wc.~l ). l>tndt!!lll. ( lllhlchetllpalaymn. Kandtccpnram. Nagercoi l. 
Numakkal. 'I tnmclvelt. Ttnt\';anmunalat l'tnavantr und 'I ndn . 
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C ·hnJIIer--1 Taxes 011 vclucle., 

Thts wa~ brought to the notice ot' the Government 
(March 2000). their reply is awaited ( Seprt.!mber 200t1). 

L'nder the l\1otor Vehicles Act. I 0R8. a mmnnum fine of 
R~ 2000 and an adchttonal tine of Rs I 000 per tonne of excess load are 
lt.!vJablr with effect from f\;ovember 1994 in respect of vehicles carrying 
overloads. This had alsn been communicated by the Transport Commissioner, 
Chcnnai ( lay 1997) to all regional transport oflicers in the State. 

In twenty two-'
0 

regions, it was noticed (between April 1998 
and January 2000), that tine on 1411 goods vehicles which were found by the 
deportment to be O\ erloaded was levied at pre-revised rates. This resulted in 
short-levy offine oi'Rs 20 I I lttkh 

The matter was brought to the notice of the department 
{April 1909/March 2000) and Government (March 2000); their replies have 
not been received so t~1r 

The Government by a notifi cation (October 1996) introduced a 
modi tied approved scheme in the city or Chennai met ropolitan area according 
to which all vehicles belonging to the state transpn11 undertaking in Chennai 
metropolitan area were immediately brought under the new modified scheme. 
A s the existing system is modified and approved, the permits issued 
previously to the state Iran po1t undertaking became invalid and a fi·esh permit 
in the li!-!ht of the modified scheme has to be obtained. 

<..'ounhi.lton: (South). Cuddalon:. l>mdigul. Ercxh:. <lohu.:hcllJpaluyum. Kum;hccpur:un. Knrur. 
Na~-tupullinmn. Nagcn:nil. NamaJ...I..al. l'cr:unhur. l'ollm:hi. l'udukollni, Salem. Sivugm1ga. 
Thm~jnvur. Tinmdvch. TmlvanJwmal:u. ·lultmnn. Vn lasar:makkam (Chcnnai ). Villupumm 
<IIIU VJmdhuJw~wl . 
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ln Chennai Central Region. it was noticed lOctober I 998) that 
a state transport undertaking operating 1443 regular stage carriages and 
135 spare buses under the old scheme had obtained fi·esh permits for 
578 vehicles only upto July 1997. The remaining I 000 stage carriages 
continue lO be operated with permits issued under the old scheme which are 
invalid. This resulted 1n non-realisation or revenue amounting to 
Rs. 14.00 lakh. 

On this being pointed out (January 1999). the department stated 
(October I 999) that the state transport unde11aking ha been requested ro appl~ 
immediately for issue of fresh permits in respect of remaining vehicles. 
Further report on action raken is awaited. 

The matter was reported to Government (February/October 
2000); their reply has not been received so far. 
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A . .:'"(lRBAN"tJI\ NO TAX 

• 

Test check of records of departmental offices conducted during 
the period fi·om April 1999 to March 2000 revealed under assessment/ 
non-levy of urban land tax, incorrect grant of exemption. other irregularities 
etc. amounting to Rs.246 85 lakh 111 45 cases which broadly fall under the 
following categories: 

I Under-assessment/non-levy ofurban land tax 27 200.63 
2 Incorrect 1!rant ofexem tion 7 :1 . 12 

During the course of the year 1999-2000, the concerned 
department accepted under-assessments of Rs.22.2 1 lakh in 14 cases out of 
which an amount of Rs.6. 71 lakh was collected in five cases. 

Two illustrative cases involvi ng a financial effect of 
Rs.21 . 11 lakh are mentioned below. 

Under the Tamil Nadu Urban Land Tax Act, 1966, as amended 
in 199 1, urban land tax is leviable on the basis of market value of land as on 
I July 197 1 upto Fasli 1400 (i .e. upto 30 June 1991) and thereafter on the 
basis of market value of lands as on I July 1981 . In such cases, where the 
revised urban land tax leviable on the basis of market value as on I July 1981 
exceeds five times tax already levied, the revised urban lam! tax sha ll be 
limited to five times oft he tax levied . 

5J 



1111 lu l<c:port r H t'1't'IIIIC' l<en'r Jll ' ' fm· 1 he YI'Ur l 'lltlt'tl 3 I . \ /arrft :!fi fJ (} 

In Egmore A ssessment Division it was noticed that 
I I :l Grounds and I 033 sq. fl . of urban land owned by Employees· State 
Insurance Corporation compnsing ad mini trattve office and staff quarters was 
not asses-;ed to tax as per the amended /\ct. Fa ilure to revt!-e the assessment 
re~u lt ed in -;hort levy of t<IX amounttng to Rs 7.95 la~h tm the period faslt 
140 I to 1407 ( I July I C)9 1 to .10 .June t <)t)g ). 

On thi s being pointed out (December 199g ) the department 
revised the assessment order (Febntary 1999) and co ll ected a sum o f 
Rs 6 8 1 lakh (August 2000). Rep011 regarding co llection or balance amount is 
a\.vaited 

The matter was repor1ed to Government (M arch 2000): their 
reply has not been received (May 2000). 

Under the Tamil Nadu U rban Land Tax Act, 1966, as amended 
frnm time ro time. lands ly mg within I 6 kilo metres from the outer limits or 
Chennai city are assessable to urban land tax from f asli 1385 onwards 
( I July 1975) on the basis of market value as on I July 197 1 upto fasli year 
1400 (30 June 199 1) and o~l the basis o f market value as on I July 198 1 from 
fas li year 140 1 ( I July 199 1). 

In two assessment divisions. urban land s measunn~ 

l -l67 grounds~ 1 and 2 130 squ <~ re feet belonging to a company and 15 othe~ 
assessees were erther not assessed to tax fi·om fasli 1385 (I July 1975) or not 
revised alter the amendment came into eff ect fi·om fasli 1--101 ( I July 199 1) 
onwards. This resulted in non/short -levy of urban land tax amounting to 
Rs. l 3. 16 lakh as detailed below : 

11 
( i rounu : < )nl! grounu is cquivuknllo 2~00 square {\:ct. 
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On thi s being pointed out (December 1905/January 1990), the 
department revised the assessment s (April 1997 and February/November 
I CJ90) and raised demands fi.)r Rs. l J 16 lak h. Report on recovery is awaited 
(October ::WOO). 

T he matter wns reponed to the Government (March/ At1gust 
2000): the ir replie. has 110 1 been received (October 2000). 
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5.4 

Te"t check or records in the departmental offices conducted 
from April I 0()9 to March :woo revealed under assessments of tax amounting 
to Rs. 14.71 lakh in IJ case!-. which f~tllunder the tC.1IIowing categories. 

An illustrative case involving a fi nancial e trect of Rs.7.78 lakh 
is mentioned bt!low. 

According to Section .S-A of the Tamil Nadu Entertainments 
Tax (TNET) Act, I 039, with etrect from I July 1980, Entertainments Tax is 
payable in respect of every show that is held in theatres situated in the areas 
under municipalities, town panchayats and village panchayats (other than 
municipal corporations and special grade municipalities) as given in the 
Schedule to the Act However. under Section .S- 13 of the Act, the theatre owner 
1s g1ven the option tn pay a compounded ra te of tax ever:-; week. based on the 
gro~~ collect ion canacitv for a show. irrespect ive of thr number of show-. 
actually held. further, whenever the gradation of a municipctllly or panchayat 
li sted in the Schedule is changed, the tax payable would also change. 
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C 'haptcr-5 Other Tnx Receipts 

In six 
1
: assessment circle . certain municipalities were 

upgraded by Government (Municipal Admmistration and Water Supply 
Department) with eftect tram 22 May 199R but consequent amendment to the 
Schedule had not been issued so far. The delay in amendment to the Schedule 
result ed in compounding tax being levied at lower rates in respect of 
17 theatres, during the year 1998-99. Consequently, tax amounting to 
Rs.7 78 lakh cou ld not be demanded and col lected. 

The Government issued orders in April 1996 to the effect that 
whene' er a decision to upgrade any local borly is taken, the concerned 
department should simultaneously inform the Commissioner of Commercial 
Taxes within 60 days to enable them tn revi se the rates. 

Kovilpalli I & II , l'ammnkuJi, Tmnhnr..un, lll.hnmnpalayum aml Vru1duvusi. 
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5 .. 6·· ,_ Re.qults of Audit 

Test check of records of departmental offices conducted during 
the period from April 1999 to M arch 2000 revealed short -levy due to incorrect 
computation of mcome, incorrect exemption, incorrect computation of 
holdings of agricultura l lands, other cases etc. amounting to Rs.205.65 lakh in 
66 cases which broad ly fall under the fo llowing categories: 

computatron n f 

, O~lllt ., 

(!!s~ !n lakh):· 
I on P ~ 

. rncome 
~r------------------------------------~----T----------

2 , Short levy due to incorrect exemption 
I 

65 .57 

3 Short levy due to mistake in computation of 7 1.0 I 
holdi of lturallands 

4. 21 39.04 

During the course o f the year 1999-2000, the concerned 
department accepted under-assessments, non- levy of inl<~rest and penalty, 
incorrect allowance o f deduction amounting to Rs.41 .76 lakh in 3 1 cases. An 
amount ofRs.33 .98 lakh in 30 cases has been col lected so far. 

An i llustrati ve case involving a financial etfect of 
Rs.23 .97 lakh is given below: 

.. 
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5.7 .v •• Non_.icvy' ,;{.intc·l·cst and penalty for the belated paymrnt of 
ta '\/ iu.lvai ce (ll X 

U nder the T <nnil :aclu \trricu ltural Income T<1x .\ ct. I 955. 
~:verv p~1 ~on liable to pay atrncultural 1ncnml· tall. on tht' t~ !.!n <.;ultu l at i ncome 
derived O\ him ciuring the previnu., vea r ,flail pav the ad\ <tncc W'- tnr the -;a1 d 
prcv1ou., vcar on or beto1 c the ~.·ncl ,,r r chruary nt t lw ~<n d prcvinu~ year. The 
advance ta\. ~hall not be l e~ s than ~ll per l·ent of the t<l\. due on the estimated 

total agricultural inwmc dc1i \'t'd bv him during the said prev ious year The 
balance atllOliiH nf ta:X ~hal( he payable by an l!S~eSSCC before the~ 1'1 

day or 
Decemhc1 of that ~~ear or in pursuance nf demand notice issued failing which 

the as. e~sce shal l pay simple inte1 e~ t at 15 per cent per annum rix every month 
or partthe1cofon rhe unpaid he-dance 

H owever. it \vas not iced i n two as-;essmenr c1rcles. that 

ta:-../ndvam:e rax was pa1d by st:x a"~l·~!-Cl'S belatedl y fo r w11ich inten:st/pent~lt y 
of Rs.23 <)7 lakh though leviab le was not levied"" detailed below: 

,--· 
SJ. Asst>~~sm<'nt 

rirdt'/ 
Nn.of ('~~~ 

fASSes m€'n( yead f Amott11t 
I Month of of tax No 
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On these bemg pointed our (bemeen December 1997 to 
August 1999), the depanment raised (between September 1997 to December 
1999) a demand ofRs.23 .17 lakh and collected a sum ofRs.7.71 lakh. Repo11 
on recovery of balance amount and raising of additional demand have not been 
received (September 2000) 

The matter was repo11ed to Government (March 2000): their 
reply have not been received (September 2000) 
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Test check of records of departmental offices conducted in 
Audit during the period from April 1999 to March 2000 revealed 
non/short-levy of royalty, dead rent, seigniorage fee, other items etc. 
amounting to Rs.286.47 lakh in 53 cases which broadly fall under the 
following categories: 

2 

Non/Sh01t levy of royalty, Dead rent and 
Seigniorage fee 

Other items 

2 1 14. 15 

. 32 272.32 

During the course of the year 1999-2000, the department 
accepted under-assessments of Rs.3.88 Jakh in five cases of which two cases 
amounting to Rs.2. 9 1 Jakh were pointed out during 1999-2000 and the rest in 
earlier years. 

An illustrative case involving a financial effect of 
Rs.1924.14 lakh is mentioned below: 

·. 
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Audit Report (RL'l'ctfllle Receipt.~) jor Tlte year eltdetl J J Morc/r 2000 
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'6 2 Absence of provisionlo.fb the tlue date··ror payment of:=:=·=,,,, M!@E'~ 
• ' ro);·a ltY.· .,:::!;:;:;..· ' .:. . . . " . ·=· ·'· · .. ::lri::;~,i~l~lli~ 

Section 6A(2) of the Oil F1elds (Rc!!u lation and Developm~nt) 
Act, I 948, provide~ for payment ~f royaltv at the prescribed rate in respect of 
any mineral oil mi .1ed, quarried or explon.:d by a lesset!. Under Rule 14(2) or 
the Petroleum and N~tural Gas Rules, I 959, th.! lessee. shall, within the first 
seven dnys of every month. furnish to the State Government, full and proper 
return showing tne quantity of uil etc. obtaincct c•uring the preceding month. 
According to Rule 23( I), Hll dues if n;)t pairl to the Government within the 
time limit shall be increa"ied by 10 per cent tor each month or part thereof 
dt ring which such dues remam unpaid However. the due date for payment of 
royalty has not been prescribed in the Rules. 

ln Nagapattinam district, · one lessee (a public sector 
unde11aking) paid royalty of Rs.96.20 crore for the period April 1993 to March 
1998 belatedly, the delay ranging from 45 to 60 days. The revenue forgone on 
this account amounted to Rs. I (.)14. 14 lakh 

Mention was ,tlso mad<:: i11 para 9.:! •)(i ii) of C & A. G.'s }\udit 
Repo11 (Revenue Receipts) GL1vernmcnt uf Tamil N::tJu for the war 1988-89 
and the department replied (December 1992) that the quantity of oil produced 
would be determined only :.titer obtaining the intake certificate from the 
Madras Refineries Limited and royalty was paid after the receipt of the same. 

Even though the absence of the provi,:,ion was pointed out as 
early as in Jl)88-89, the loophole has not been plugged so far . As a result, the 
penalty could not be levied for the late payment of royalty afler the seventh of 
the succeeding month, the dare pre~ .:ril:Jed for the submission ufthe return. 

The matter w •• s reported to the Gove1 nment (April/May 2000) 
Government stated (August 2000), that ONGC' was requested (August 1999) 
to rer.1it the royalty on ·or befr11 e I 011

' of the month succeeding the month of 
production: ho\\-ever, 0 !\GC lli1J informed that the High Power Committee 
fon~1~9 to go _into the va1 ious iss11rs including rhe pa~m~nt of royalty, took a 
dec1s1on that 1t would pay the r:;yalty on or bctore I 511 ot every second month 
from the production month 
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. Further. in Andhra Pradesh and Assam. due date for payment of 
royalty has been fixed by issuing Government Order, and inserting a suitable 
clause in the lease agreement. In the absence of the same in Tamil Nadu, 
penalty on belated payment of royalty could not be levied. 

The matter was reported to the Government (October 2000); 
their reply has not 'Jeen received (October 2000) . 

. . 

·. 
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,. N-Qn-realisation or contfibttti~Jl payablc.for medicaf(acilities ~.: .:. at· Gcwernment Hospib\ls . . ~:~ 

Government of Tamil Nadu in May 1979 extended medical 
facilities to the Autonomous 13odies/Corporations which opted for medical 
attendance of theit employees in Government Hosritals, subject to the 
condttton that the or!!.anisatton would pav to Government contribution of 
R~. 56 per employee per annum . TillS was enhanced to Rs 120 111 June 1984. to 
be revised after a period of three years, taking into consideration, the 
prevailing cost of treatment rendered in Government hospitals and the ESI rate 
of contribution collected from insured persons (Labour employees). Though 
the rate of contribution collected by the ESI Corporation was revised on six 
occasion during I 988-2000. the above ra tes we~c not revised accordingly. 
Government 111 September I 095 asked the Director of Medical and Rut al 
Health Services (DMRHS) and Director or Medical Educat ion to ·end 
proposals for revision of rates. Only in Octoher 199<) the DMRHS su~gested 
revision of rates per employee per annum retrospectively as follows. 

ofMay 2000 

From 1.4 91 Rs.245 
From 1.4 94 Rs.41 0 
From 1.4 97 Rs.500 
From I 4 99 Rs.600 

Final orders on this issue are till awaited from Government. as 

Three Government organisations viz., Tamil Nadu Agro 
Industries Corporation Limited, Tamil Nadu Adi Dravidar Housing 
Development Corporation and Tamil Nadu Text Book Corporation had not 
paid medical contribution at al! for certain periods the amount due being 
Rs 13 .64 lakh. 

The matter was referred to Government m June :WOO; their 
reply is awaited . 
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Under the provision of Police Standing Orders (PSO), cost of 
police guards deployed in different organisations like banks, Central 
Government/ State Government departments, Central/State Government 
undertakings etc .. had to be recovered from the respective departments/ 
organisation The cost of deployment of police Force included average pay, 
special pay. all admissible allowances . clothing charges etc The following 
points were noticed during the course of audit (.M11y 2000). 

(i) While assessing the demands of police cost, the 
elements of cost (vi=.,) Travelling allowances, adhoc bonus, LTC, equipment 
and gun maintenance charges was not taken into account resulting in 
under-assessment of cost amounti ng to Rs.6.62 crore for the years 1997-98 to 
1999-2000. 

(i i) An amount of Rs. l I 0 crore recoverable from various 
banks of I 0 districts towards V'h pay commission arrears for the pe1iod 
between January 1996 and December 1999 on the police guards deployed in 
these hanks have not been reali sed so far. 

(iii) The amounts recoverable towards guard charges from 
52 organisations as on 31.3 . 1998 were commented in the Civil Audit Rep011 
No.J (March 1998). The pendency position as of December 1999 from 
51 organisations is Rs.87 85 crore. Out of the totnl amount Rs.54 . 18 crore 
(62 per ce111) related to one organisation alone (National Capital Territory of 
Delhi), Rs.8.g2 crore (10 per cenl) from Southern Railway and Rs.8.99 crore 
(I 0 per c:elll) from Airport Authority of Ind ia. 

The matter was pointed out to Government in June 2000; the 
department accepted the objection in the matter of pendency and need for 
effective follow up. 

• • 
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The drawal of water from Government sources for industrial 
purposes is permissible on payment of royalty charges at prescribed rates 
payable in advance before I 0 April each year by the licensee through the 
Public Works Department. 

The licencees did not pay royalty charges for drawal of water 
as per agreement conditions in respect of 8 industries noticed in audit. The 
dues exceeding Rs. I 0 lakh for the period from 1971-72 to 1999-2000 and 
works out to Rs.464.91 lakh. The arrears of royalty charges are on account of 
the following reasons:-. 

(i) The licencee paid royalty charges as per actual drawal 
of water instead of permitted quantity as per agreement. 

(ii) The licencee paid at old rates instead of the revised rate 
effective from 9 May 1991. 

(iii) Some industries remitted only nominal amounts, far less 
than the royalty charges due. 

As per G.O. Ms. No. 530, PW dated 22.03.1980, penal interest 
at the rate of one per cent per mensem upto 6 months and thereafter at 
1.5 per cent per mensem or part thereof is leviable for delayed payment of 
water charges. The non levy of penal interest in respect of 14 cases where the 
amount was more than Rs.One lakh each, worked out to Rs.555.0 I lakh 
(upto 1999-2000). 

A few cases where the royalty charges recoverable and penal 
interest leviable is more than Rs.20 lakh is shown as under: 

• 
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1
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1

. 20.06 20.00 
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3 TWAD noard SIPCOT 
Industries. Hosur 

4 Vcllorc Co-O!JCr.tlivc Sug 
Mills Lid .. Ammundi -

5 Amaravath~ Co-<'pcrativ 
Sugar Mill Ltd .. 
Krishnapuram 

49.26 61.00 

The matter was reterred to Government m June 2000; their 
reply is awaited (October 2000) 
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6.6 Non:rcaJisafion of ~ciguiorage Fee 

As per the Tamil Nadu \ linor Mineral Cnntl'SSion Rules, 1959, 
q11arrymg of any minerai stutll he subjl:c: to raymcnl of '-l'i!-!111orage tee at such 
1 otC!- a!- may he spcc1fied from time tn t1me A regl'>ten:·cl holder or tenant or 
l l:~sce 111 actual possession of the land m a rontrac10r wtw obtains permission 
ti·om the registered holder li.)r quarrving in the land shall make an application 
to the Di-;trict Collector concerned in the p1cscrihcd form along with a mining 
dues clearnm e certiticmc issued hv the Disu irt Co llector 

Ta mil ~<ld u Housm~ B•litrd "alll.tloncd tl>ecember I'N)) a 
plotted development sd1e11t -. at Shuhn ~tlnt~l hn \\ilh a mm, i~lllll fn1 lill ing 
<''J <>) hectare llf lnw lymg ctrca with t:!arth I enclt:r~ Wt::l t. called tor Hnd the 
lowest tender for Rs :'h2 0<1 lak h wt~s t~ccept ed . i\n agreement was executed 
t August I <>97) with a condition that the contractor :-hould make his own 
arrangements for ea rth and should meet ;til cha rges thereof. Royalty in case of 
Ciovcrnmcnt Quarry. Private Quarry etc. should be paid by the contractor to 
1 he Revenue Depart mcnt 

The ~; ite wa-; h t~ ndcd n'vcr to the t:ontnlctor un I September 
1 <J<J7 . The Dtstri ct Cnllcctor. Kanch~cpuram accorded pennissinn to quarry 
21. 7)CJ cum of l!arth l·rnm "arinu~ (mvernmenr sources between October 1997 
to August 1998 uf which 1-i, 0 I I cu.m nf eal1 h '"as only cnnvcyed by the 
contractor on payment of seigniorage It' C. The quam it y nf 6,7 4, 93 8 cu. m earth 
was taken fi·om a private lane! and the filling work was w mpletcd at a cost of 
Rs.-t) ·> S4 lakh Nei tht:! r the private land owm~r obtai ned the prior permission 
from the District Collector nor th~ Ocpanment intimated the revenue 
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authorities abour the quarrying of earth by the contractor in the private land 
which resulted m non-realisation of se1gmorage fee to the tune of 
Rs () I l\7 lakh. 

The matter was referred to Government 111 May 2000; their 
reply is awaited (October 2000). 

Chen,nai. 

The f ~ MAY ZQ01 

New, Uelhi. 

The R 1 MAY Z001 

...... 

(T.TII EETHAN) 
Arcountant General (Audit) II 
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