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PREFATORY REMARKS 

This Repo1i for the year ended 31 March 1995, has been 

prepared for submission to the Governor under Article 151 (2) of the 

Constitution. 

The audit of revenue receipts of the State Government is 

conducted under Section 16 of the Comptroller and Auditor General's 

(Duties, Power and Conditions of Service) Act, 1971. This Repo1i presents 

the results of audit of receipts comprising Sales Tax, Agricultural Income 

Tax, Land Revenue , Urban Land Tax, Taxes 011 Vehicles, Other Tax 

Receipts and Non-Tax Receipts. 

The ca es mentioned in this Repo1i are among those which 

came to notice in the course of test-audit of records during the year 1994-95 

as well as those noticed in earlier years but could not be covered in previous 

years' Reports. 
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OVERVIEW.· 

This report contains 2f) paragraphs '(including 3 reviews-) 
. 

relating to non-levy/short-levy of taxes, . duties, interest and penalty, ~le., 

involving Rs.6.98 crores. Some of the major findings are mentioned below:. 

1. GENERAL 

(i) The revenue raised· by the State during 1994-95 amounted t6 

Rs. 6606.42 crores compri~ing Rs.5833. 76 crores as tax revenue and Rs. 772. 66 

crores as non-tax Jevenue. Rs. 1735.40 cr01·es were received from the 

Government of India as State's share of divisible union taxes and Rs.877.58 
. . 

crores as grants-in-aid. Sales T<tx (Rs.3913.84 crores) formed a major (i7 per 
# -

cent vf thf! tax revenue of the State and Interest receipts of Rs.278. 79 crores 

accounted for 36 per cent of the non-tax revenue. 

· [ Paragraph I. I I 

(ii) At the end of 1994-95, the arrear. m respect of taxes 

administered by the departments of Commercial Taxes · and Religious 
. . 

Endowments, lfome, Revenue and' Industries etc., amounted to Rs.1714.47 

crores of which Sales Tax and State Excise together accounted for Rs.1578. JO 

crores. 

[ Paragraph I. 4 ] 
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(iii) Test-check of records of Sales Tax, State Excise, Agricultural 

Income Tax, Land Revenue, Urban Land Tax , Taxes 011 Vehicles and other 

departmental offices conducted during the year 1994-95 revealed under-

assessments, short-levy,. Loss of revenue etc., amounting to Rs. 3649. 09 lakhs 

in· 2307 cases. 

I Paragraph I. 9 I 

(iv) As at the end of June 1995, 2887 Inspection Reports issued upto 

December 1994 containing 8692 audit observation .~ with money value of 

Rs. 123.51 crores were pending clearance with various departments. 

[ Paragraph 1. I 0 I 

2. SALES TAX 

(i) Grant of erroneous exe.mption to 22 dealers on the sales made 

between 1984-85 to I 992-93 resulted in non-levy of tax of Rs. 89. 28 Lakhs. 

{Paragraphs 2.2 (i) & (ii)] 

(ii) Application of incorrect rate of tax on sale of various goods 

resulted in short-levy of Rs. 18.10 lakhs: 

[ Paragraph 2. 3 I . . 

' ' 
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3. LAND REVENUE 

Water ces.fi amounting to Rs.3.01 lakhs wa.~ not levied in three 
. . 

villages for tlzefasli ye<irs 1393 to 1402 (I .July 1983 to. 3() .June 1993). 

4. TAXES ON VEHICLES 

A review on 'Working of ent1:v che.ck-po.'\.t in· Transport 

Department' showed: 
I 

(a) Delay in issuing Government orders for ·re-introduction of spot 

fine system resulted in non-levy of spot fine of RS. 78. 90 Lakhs. 

[Paragraph 5.2.2 I 

(b) Short-collection of fees for temporary permits issued for other 

State vehicles amounted to Rs. /.5;06 lakhs. 

5. OTHER TAX RECEIPTS 

A. URBAN UND TAX . 

I 

[Paragraph 5.2.3 I 

Omission to assess urban lands in Madurai and Tirunelveli for 

faslis 139i to 1403 (I .July 1?81 to 30 June J.994) resulted in ·11011-leyy. of 

urban land tax of Rs.16.40 lakhs. 

[Paragraphs 7.l(h)(i) & 7.3 (ji) j 

ix 
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• 
B. ENTERTAINMENTS TAX 

A review on 'Entertainments Tax' revealed the following: 

(i) Omission to resort to best jll(/~ement a.11ses.rnzenl for fixing the 

number of shows based on consumption of electricity at the the{ltres resulted 

in Loss of revenue of Rs. 6. 81 Lakhs. 

[Paragraph 7. 6. 5 I 

(ii) Exces.11 assignment of net proceeds of. Entertainments Tax to 

local bodies resulted in reduction of Government's share of revenue by 

Rs.13. 63 Lakhs. 

{Paragraph 7. 6. 6 I 

(iii) Non-levy/short-levy of interest under the provision of Tamil 

Nadu Entertainments Tax Act, _1939 amounted to Rs.5.37 lakhs. 

[Paragraph 7. 6. 7] 

(iv) Delay in amendment of Tamil Nadu Entertainments Tax Act, 

1939, for auto'matic adoption of status of local body as d(ISsijied by the 

Department of Municipal Administration mid Water Supply for the purpose of 

levy of Entertainments Tax rernlled in avoidable loss of revenue of Rs.21.41 

lakhs. 
. . 

.. [Paragraph ?. 6. 9 J 

(v) Entertainments · Tax revenue lo~ked up jn appeals amouµ..ted to 

Rs.40. 04 lakhs. 

[Paragraph 7. 6. 11 ] 
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C. LUXURY TAX 

Non-levy of penalty for belated payment of tax in respect of 69 

assessees amounted to Rs.300.27 lakhs. • I 

[Paragraph 7. 7.3(i) & (ii)] 

6. NON-TAX RECEIPTS 

ENVIRONMENT AND FOREST DEPARTMENT 

(i) Dues amounting to Rs. JO.SS lakhs were not realised from the 

user industries on account of the cost of pulpwood not removed/destroyed by 

fire . . 
[Paragraph 8.3.2 (i)] 

(ii) Penal~y of Rs. 28. 88 laklzs leviable for non-removal of allotted 

quantity was not realised in 5 divi~ions. 

[Paragraph 8.3.2 (ii) J 

(iii) Non-disposal of softwood plantation resulted in loss of revenue 

of Rs. 5.13 lakhs. 

[ Paragraph 8. 3 ] 
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CHAPTER - 1 

GENERAL 

I.I Trend of Revenue Receipts 

The tax and non-tax revenue raiser! hy the Government of 

Tamil Nadu during the year 1994-95. the share of divisible Union taxes and 

grants-in-aid received from Government of India charing the year and the 

corresponding figures for the preceding two years are given below and lllso 

exhibited in Ch~ui - I. 

* 

I. Revenue rnised IJ.v the State 
Go,·cn1111cnt 

(a) Tax revenue 

(h) Non-tax revenue 

II. Receipts from the Government 
of I nclia 

(a) State's share of divisihle 
Union taxes 

(b) Grants-in-aid 

4162.06 

612 .79 

1419.68 

821.80 

( Rupees m crores ) 

-t801.37 583J. 76 

703.89 772.6'6 

1552.61 1735.40* 

!008.28 877.58 

COlll d . . 

For detail., please se1• State111e11I No. I I - I>etailu l .4crn11n/., ·~f Ue1•e111ff hy 111i1111r heads '!f lit e 
Finan ce Accr11111ts 11{ the (;1111('m111c11/ t!f 1'hmil Nad11.fi1r the year 1994-95. F~i:11re' under th e 
· 0021 - Taxes 1111 Incom e 11/lt er titan C111p11rati11n Tax - share 11{ net proceeds as.,ig11cd /11 

Stales' h1111kt•d in lit e Fi11a111·e Acco1111/s under A - Tax /{(o pe1111c lta 11<· han cxd111ll'd/im11 
r1·ven11e raised hy the State and included in · Stale'.' sltan.: t!f dh'isihfo Union taxe., ' in this 

Statemenl. 

1 
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GHNERA/, 

Ill 

IV 

( Rupees in crores ) 

Total receipts of 
the State Government 
[(I) + (II)] 7016.33 8066.15 

Percentage of 
I to Ill 68 68 

CHART- I 

(Para I. I) 

REVENUE REALISED DURING 1994-95 
(Rupees in crores) 

Tax Revenue 

5833 .76 

Non-Tax Revenue 

772.66 

TOTAL REVENUE 
9219.40 

2 

Grants-in-aid 

877.58 

State's share 

(Union Taxes) 

1735.40 

CHAl'TllR - I 

9219.40 

72 
;.:e 



CHAl''f'Ul - I 

(i) The details of tax revenue raised during the year 1994-95, 

alongwith the corresponding figures for the preceding two years, arc given 

below and also exhibited in Chati - II. 

I . Sales Ta:\ 

2. State E:\cise 

.~. Stamp Duty and 

Registration Fcl•s 

4. Ta:\eS on \'ehirk~ 

5. Land lkn-nue 

6. TaM~s on Agricultural 

Income 

7. Taxes on ln1111m·ahk 

Property other than 

Agricultural I ,and 

(llrhan Land Ta:\) 

X. Others 

2/22-Sig-5a 

27.tJ.12 

:;M.X'1 

291.82 

292. 96 

19.JO 

211.04 

4. IX 

225.78 

(Rupl'es in crores) 

.U09.99 J91.Ui4 

56X.S2 61.t.64 

Jl0.69 50'1.69 

JD.70 J72.4.t 

J 1.87 J5.27 

12 .77 16.7J 

7 .. U 111 .69 

27.UI 

3 

····· :la1.~r1:ase ( ~) in 
• /(~j4_95 ·(ivc1· 

f9'Jj;.~..i 

(+) 22 

(+) x 

(+) J2 

(+) 19 

(+) II 

(+)JI 

( +) °''' 

(+l .n 

.' 



CHAl'THR- I 

CHART- II 

[Para I. I (i)] 

GROWTH OF TAX REVENUE 

R 5833.76 
u 6000 

p 
e 
e 
s 

n 

c 

5000 

4000 

3000 

r 2000 

0 

r 
e 
s 

1000 

4162.06 

1992-93 

269.30 

292.96 

291.82 

564.86 

2743.12 

4801.37 

1993- 94 

~ SalH Tax 

- TaxH on Ven. 

EHB State Excise 

E:88l Others 

913 .84 

1994-95 

~ SDRF 

Reasons for variations in receipts during 1994-95 compared to 

those of 1993-94 as intimated by the respective depa1iments are given 

below: 

(a) 'Sales Tax' The increase (22 per cent) was due to better 

collection. 

(b) 'Stamp Duty and Registration Fees' : The increase (32 per 

cent) was due to increa e in court fees realised in stamps, increase in sale of 

judicial and non-judicial stamps, collection of duty on impressing of 

documents and miscellaneous receipts. 

4 



CHA l'TJ:'J( - I 

(c) 'Taxes on Vehicles': The increase (19 per cent) was du<:' to 

higher receipts unde1· the Indian Motor Vehicles Act , Tamil Nadu l\!lotor 

Vehicles Taxation Act and through miscellaneous receipts. 

Reasons for variation in respect of 'Land Revenue', ' Ta\'.cs 

on Agricultural Income' , ' Urban Land Tax' though called for from the 

depariment concerned have not been received (November 1995). 

(ii) The details of non-tax revenue realised during the years 

1992-93 to 1994-95 are given below and also exhibited in Chari - Ill. 

I. Interest Receipts 

2. Crop Hushandry 

3. Forestry and Wild lifr 

4. Non-Ferrous Mining and 

l\lctallurgical Industries 

.s. Education. Sports. Art 

and culture 

6. Others 

( Rupees in nores ) 

211.19 27.S.24 27X.79 

63.67 7.S JO 63 . 13 

44 . .SJ .S.S .27 64.81 

63 .62 .SJ . .S7 63.0J 

19.XI 24.X2 29 . .S.S 

209. 97 2 19. 16 27.U.S 

5 

.t>lfr~t;ut~g~ ~~r 
....•.... ih~~f~1~1iHY(~r 
J'? :dcct:~~wn M.· · 
..... ·.i~4~95 ~:;;~; :=::, 

: J?.9-J~94::::tr:\( 

(+) I 

(-) 17 

(+ ) 17 

(+) IX 

(+) 19 

(+ ) 2.S 
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c 
r 

800 

600 

CHAl'THH - I 

CHART - Ill 

[Para I. I (ii)] 

GROWTH OF NON-TAX REVENUE 

772 .66 
703 .89 

612 .79 

273.35 

0 200 

r 
e 
s 

1992-113 

EZ'.l Int . Roco lph 

B88 H.r Mining 

111113-114 

EHll Crop Huobanory 

- Edn.Sporto olc. 

278 .79 

111114-115 

~ Foro.try I< Wlld Ufo 

E3 Othon 

Rea ons for variations in receipts during 1994-95 compared to 

those of 1993-94 as intimated by the respective depa1iments are given 

below: 

(a) ' Crop Husbandry': The decrease (17 per cent) was due to 

decreased receipts from plant protection services and miscellaneous 

receipts. 

(b) 'Fore try and Wild Life': The ·increase (17 per cent) was due 
\ 

to increased receipt. from sale of timber and .other forest produces, social 

farm forestries and miscellaneous receipts. 

6 



CHAl'TJIR - I 

(c) ' Non-Ferrous Mining and Metallurgical Industries ': The 

increase (18 per cent) was due to increased receipts _ under Mineral 

Concession Fees, Royalties, Service Fees and less 1·efunds. 

The reasons for variations under Education , Spo1is and 

Culture though called for from the depa1iments concerned have not been 

received (November 1995). 

1.2 Variations between budget estimates 
and actuals 

The variations between budget estimates of revenue for the 

year 1994-95 and actual receipts under the p.-incipal heads arc given 

below:-

( I) 

I. Sales Tax 

2. State Excise 

3. Stamp Duty and 
Re~istration Fees 

4. Taxes on Vehicles 

S. Inter est Receipt s 

6. Other Taxes 
and l>uties on 
Commodities 
and Services and 
Taxes and Duties 
on Electricity 

(2) (3) 

( Rupees in crnres) 

3270 .IHI 3913 .84 

4111 .00 614 .64 

JS I. 7S S06.69 

.H X. 00 372 ..t.t 

1110.40 278 .79 

66 .6S 114.41 

7 

• 

(4) 

( +) 643.8.t 

(+) 204.64 

(+) IS4.94 

( +) S4..t4 

(+) 178 .. W 

(+) .t7 .76 

.·: .·:·:-.·::::::· .··.-·.· .. ·.·:-:-.. ·.·>:·.·.::;:: :::::-

::·, l!~~ee~iait h(: : 
:::J::vftdiWMf:,· /?: , 
·,:,:,;:;~~rtr~u c4.:·.:::: .t 

(5) 

(+) 20 

(+) 50 

(+) 44 

(+) 17 

(+) 178 

(+) 72 

rnntd .. 



('J/A/'1FU - I 

( l) (2) (3) (.t) (5) 

7. Crop Husbandry 45.00 63 . 13 (+ ) 18. IJ (+) .to 

: ·. 
S. Ta:\e~ on . " 

Agricultural lncunll' 19 .IHI l6.7J (-) 2.27 (-) 11 

9. Land l{evenue 20 .00 JS .27 (+} 15.27 (+ ) 7(1 

10 Taxes on Immovable 

property other than 7 .00 10.69 (+} 3 .69 (+ ) 5J 

Agrirultural Land 

(Urban I ,and Tax) 

11 l{oads and 

Bridges . 12.81 16. 16 (+) .L\5 (+) 26 

12 lajor ancl l\ledium 

Ir rig<llion 2.J6 3.6.t (+) 1.28 (+) 5.t 

u lines and l\'linl·rals 44.05 6J.J8 (+) 19 .J3 ( +) .t4 

The reasons for variations between budget estimates and 

actuals as reported (November 1995) hy the concerned depa11111ent · were a~ 

under:-

(a) ' Sales Tax': The increase (20 per cent) wa. due · to 

withdrawal of exemption granted on ce1-tain goods and introduction of Ill'\\ 

taxation measures during 1994-95. 

(b) ' State Excise': The increase (50 per cent) was due to 

revision of excise duty on Indian Made Foreign Spirits and collection of 

amount on account of fines and confiscations, etc. 

(c) 'Stamp Duty and Registration Fees': The increase (44 per 

cent) " '.as due to revision of the guideline value of land and buildings with 

effect from 1 April 1994. .. 

8 
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(d) 'Taxes 011 Vehicles': The increase ( 17 per cent) was dm· to 

increase in the registration of new vehicles and collection of life-time tax, 

etc. 

(e) 'Taxes and Duties on Electricity': The inci-easc (72 per 

cent) was due to collection of arrears of tax , duty and fees in n~s pcct of 

earlier years. 

(f) 'Taxes on Agricultural Income' : The decrease ( 11 per cc11t) 

was due to less collection of tax. 

(g) 'Land Revenue': The increase (76 per cent) was clue to 

effective steps taken to collect the laud revenue an-cars , etc. 

(h} 'U rba11 Land Tax': The i11crease (53 per cent) was due to 

intensive measures taken to collect the tax. 

(i) 'M ines and Minerals': The increase (44 per cent) ''as due 

to effective measures adopted in collection of reve1111e. 

1. 3 Cost of collectiou 

The gross collections in res pect of major revenue receipts. 

expenditure incurred 011 their collection and the percentage of such 

expenditure to gross collections during the years 1992-93, 1993-94 and 

1994-95 alongwit h the relevant all India average percentage of expend it urc 

on collection to gross collections for 1993-94 are given below:-

9 
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(Rupl·es in 

I. Suks Tax 1992-93 274J. 12 
199J-94 3209.99 
1994-95 J913.84 

2. State Excise 1992-93 564.86 
1993-94 568.82 
1994-95 614.64 

3. Stamp Duty 1992-93 29 1.S2 
& Regn. Fees 1993-94 383.69 

1994-95 506.69 

4. Taxes on 1992-93 292.96 
Vehicles 1993-94 Jl.1 .70 

1994-95 J72 .44 

5. Taxes on 1992-93 20.0.i 
Agricul- 1993-94 12.77 
tural Income 1994-95 16.73 , 

6. llrhun Lund 1992-93 4.18 
Tax 1993-94 7.32 

1994-95 10.69 

7. Mines and 1992-93 NF* 
l\lineruls 1993-94 NF* 

1994-95 63.JX 

(N.A - Not A'•uilahlc) 

(NI'" - Not fun1isbcd hy the r1m<'c1·ncd dc11:1rtmcut) 

1.4 Arrears of Revenue 

r~~~~~~~if ~~~~~;~:1::. 

crores) 

J6.45 
41 .32 
46. 19 

6 .. '5 
7. IJ 
7.78 

21.J4 
2.UO 
.~3 . 54 

6.77 
7.78 
9.19 

I. IS 
0.99 
1.05 

1.69 
0.<14 
3.46 

NF* 
NF* 
2.07 

· Pc~c2~t~;r= ···· 
!)~ c~r~~ifo·· : ( · 
cHll.iiflfr ···.···· 

. gn>%S< 
·colk.:C,~l~m 

1.00 
1.00 
I. IX 

1.00 
1.00 
1.27 

7.00 
6.00 
6.62 

2.00 
2.00 
2.47 

6.00 

CH A l'Tl•.'U - I 

;1v~"f"~l~l~ 

pchfrita~c 
fo~{hc · 
)'eiU; I 99J-94 

2.7 

.i .x 

2. 6 

8.00 N.A . 
6.28 

40.00 
9.00 N.A . 

.u .. n 

.A. 

J.27 

As on 31 March 1995 arrears of revenue pending collection 

under principal heads of revenue, as repm1ed hy the concerned 

depart ments were as under: 

10 



(I ) 

I. 

2. 

J . 

4 . 

5. 

(2) 

Sal1·' 

Ta~ 

S1a11· 

E'\1·i,1· 

l rhan 

Land 

Ta'\ 

Land 

lfrn·n111· 

Stamp 

1>111.v & 

lfrgn. 

h·t~ 

2/22-Sig-6a 

( lt11111·1·' i11 lakh'I 

(J) (..i ) 

151503 . .17 I 95J5.66 

6.106.!15 

5266.7) 206 I. I.I 

JJ l.IAIJ 121JJ.4.1 

I051J.7(i I '12 . 1.1 

('JIAJ"fU( - I 

(SI 

0111 of lh1· arn·ar' of l{, .15150J .:n lakh>. 1k111a1111' for 

lh.25515.60 lakh' hacl h1·1·n n ·rtilil·1I for n T11\ 1·n a' 

arrl'<irs 11f la111I n" 1·11111·. lt1·r11v1·ri1·' a1111111n1ini: 111 

lh.47-tll7 . IJI lakh' ancl lts .51J)IJ.-t7 lakh' hacl h1·1·11 

'1a.1·t·cl h.1 ( '011r1' ancl ( ;11\l'n11n1·n1 n ·'(llTli' d.' . 

l{l'l'llH'ril'' a1111111nfini: 111 I{, , I I.IX .JS lakh' \ll•n · hdtl n(I 

1H·1ulini: tli'll"'al 11f a11111«1l,/n" j,i1111 p1·111111n' . 

Arn«1r' a11111nn1ini: 111 R,.1111 .>1'1 lakh' rn111tl n111 h1· 

n ·r11' 1n·cl lhl' hl 'l'anu· in"'" 1·n1 . 
l{, __ \!175 .. 16 ll1kh' \\ 1·n · likd.1 Ill Ill' \Hlll1·n-111l. Tiu· 

rl'mainini: arn·ar' 11f l{, _(i6-tJ-t.!i2 lakh' "1'1·1· 11111h·r 

n ·i:ular (lffll'l'" 11f n ·1·1" 1·r.1 / rnllt 'l' li1111 . 

0111 11f 1h1· a rn·ar' 11f l{, _6J0'1 .X5 lakli-. tl1·111a11d' 

a1111111n1ini: 111 R,.2-t5fi .IJ!i lakl1.' hacl h1·1·n n ·nili1·1l a' 

arn·ar' 11f lantl n ·11·n111·. H.t 'l'fl\ t·ril'' a111011111i11:.,: lo 

It,. I 000 . 17 lakh' anti ({, .5 . IJ I lakh~ hatl h1·1·11 ,la.\ 1·tl 

I lt-111:11111, for 

l{, . 195-t .07 lakh' a11tl ({, .210 .2X lakh' "1·n· likd1 

to h1· fl'lllill1·1I anti "ri111·11 oil n ·'J>t'l"li\ l'i.' . R1To11·1·1 

11f l{,.679.-t-t lakh' "a' hdrl up a' 1h1· tkfa11l1t ·r , 

111..-1· n ·.,itlini: 011hi1l1· 1h1· S1a11 .. 

a1111111ntini: 111 R, . 1.150.1111 lakh' a111l R, .J . .11 

h1·1·11 s t a.nil h.1 Con rt' anti ( ;11, 1·rn1111·n1 

Tiu· n ·111ai11ini: arr1·ar' 11f ({, _JIJ I JA2 

111ul1·r n ·gular (lrnn·,, 11f n'l'11H·r.1 /r11ll1Tli11n . 

lakh' hail 

n ''Jll'l'fil d .1 . 

lakh' \\lTl ' 

0111 11f lh1· arn·ar' 11f l{, ,.\J 1.\.49 ll1kh, n ·rn11·1·i1·, 

a1111111111ini: 111 l{,_-t7559 lakh.' anti l{, _2'17 .5<1 lakh' 

hacl h1·1·11 'la.1 l'fl h.1 C1111r1, a111I (;11\( 'fllllll 'IH 

n ''Jll'l'fin·l.1. ll1·111a1ul' of l{,_-t5.:;3 lakh' \\t•n · likd.1 
Ill h1· \I rif11·n-off. Tiu· rl'maining alTl'ilf\ 

11f R, .252-t.!i I lakh' \V(' f"l' 11ntkr n ·g111l1r (lflll'l '" 11f 

f'l ' l'll\ 1·ry/rnlkr1i11n . 

0111 11f fill' arn·ar' 11f R, . I059 . 7'1 lakl". tl1·n1a11tl' fur 

lt,.H29 .IJ2 lakh' had h1·1·n rl'l"filil'tl a' arn·ar·, 11f 

lantl rn 1·n111·. Arn·ar' 11f R, .229 .!i-t lakh' \\1·n · 

(lt·1ulini: rnll1Tfi1111 fur \1a111 of m·1i1111 n ·1111in·1I 111 

h1· takt·11 111uh·1· \ari1111' 'lTfi1111' 11f lntlian Stamp Ari 

anti lntlian R1·gi,1rafi11n Ari . 

run HI. . 
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(1) 

6. 

7. 

8. 

9 . 

• 

<2) 

Agrirnl­

tnral 

I 111·111111· 

Ta:1. 

Tax1·s 

1111 

Vd1irks 

E1111·rtain­

m1·11ts Tm 

aucl Tax 

kl'iahh· 

tllHkr 

Tamil 

:\a1l11 

l ,nral 

Aut hol'i­

til's 

Vinann· 

Aft ( 1961 

Ta:1.1·s 

and 

ll111i1·s 

1111 

Elcl't ri­

dty 

(3) (4) 

565.62 lJ7. 72 

-189.6 3 27.211 

245.73 IJ6.67 

187.72 7.\.86 

Cl/A /'Tl:'/{ - I 

(5) 

Out of' th1• arn·ar' of R, .5<•5.62 laldl\. 1h-n1an1I' fur 

R,.12.69 lakh' had lll'l'n rl'rtilit'fl for n ·fm 1·1·) a' 

;11T1«1r' of la nd n · 1 t'Jllll '. R1Tu1 t·ri1·' an11111nting tu 

R>.289.9.l lakh' allll R,.22 .55 lakh' had htTn 'fa) t·d 

h) l'1111rt' anti ( ;"' t·rnn11·nt n ·,p1·1·fi1 l'I.\. lk1n ;11111, uf 

l{, .1 .25 lakh' ,1·1·n · '"likd .1· 111 hi· \1 ri111·11-111T. Tiu· 

n·111ai11i11g arn·ar' of 1<,.2.w . 211 lakh' 111·n · 1111cl1·r 

n ·gu lar pron·" of' nT01 l'r) lt"oll1·1·tio11 . 

011t of till' arn·ar' of' l{,_-189 .6.' lakh, , 1h·111;o111I' 

a111111111ti11g 111 l{, ,8-1 .95 lakhs had lwl'll t·1·r1ilit·d fur 

l'l'l'tl\ 1·r) a' arn·ar' of' lancl n·11·n111" R1Tm t·1it·' 11f 

l{,_18.-1.\ lakh' and l{,,0.116 lal-h had ht•t·n ''a.1t·d 

h)' l'o11rh an1I 1:m1·t·11111t·n1 n ·,p1·fli1d1 . lfr1·m ni1·, 

of' R, ,J.N lald1' \ll'fl ' hdd ,....__ 11p p1·ndi11i.: uf 

fl'l'tilirnti11n / n ·1 it'\I applirnti1111, . lh'111a111J, 

am1111ntinc to lakh' "1·1T lil-d.\ tu ht · 

\I ri111·11-11 IT. Thi· 

lakh' W l 'fl' 

n·rn1t·1·) / rnlkrti1111. 

n ·111aininJ.! 

11ncll'r 

"rn·ari-. of 

n ·i.: ular lll'Ol'l'" ul 

0111 of' th1· arn·ar' of' Rs.2-15 . 7.\ laJ-h, , n ·1·1111·1·it·, 

a1111111nti11i.: to R, .29 .59 lakh' had hi·t·n n ·rtilil·1I for 

n-ro' l' r~ a' arn·ctr' of lan<I n ·' l 'llUl'. l{l'l'"' 1·rit ·' u f 

J{ ,, l-1-1 . 92 l;1kh' anti J{,.-1.tl I lakh' had h1·1·n 'ta.1 t·d h1 

1<,.11 .02 lakh' 111-n· hd1l up 

n ·r1itira 1i1111/ rn it·11 appli rati1111s. 

lfrrn1 t·ri t·' u f 

ftlllOlllll -

ini.: Ill l{,.5. 79 l;1kh' rn11 lcl 110( Ill' l'l'l'lTll'CI a' lht· 

1h·f'a11 lt1·r' lwrnmt· i11,oll 1·n1. lk1n ;1111I' an11111111i11 i.: '" 

l{,,JJ .JS lakh' 111·n · likd) to ht· 11 rillt·n -111T. Tiu· 

n ·mainini.: arno;1r' of' R,.17 .115 lal-h.' 11 t·n · t1111kr 

n ·i.:11lar pron·' ·' of n ·ro1 t•ry/n1llt·1·1i1111 . 

Out of' tht· arri·ar' of' I{, , I 87 . 72 lakh,, an ;11n1111111 

of 1<, . 1.u . 73 lal-h' chu· from 1hn·1· l{11ral l·:krl rit· 

Co-01)l'nllin· S11l'il' l i1·s and R,.511.64 lakhs elm· from 

a :\l nniripalil y Wl'fl' t111cl1·r pron·' ·' of' n ·n" t'I') . 

Arrl'ars of' R,,J ,.15 lakh.' ch11· fro m om· l·:krlli r 

Supply Corpuration. 

ovi·r h) Tamil \'ad11 

rnll1·1·11·cl from tin· la111·r. 

"hirh \1 a' '"h,1·q111·nfl) 

Ekrtril'it) lloanl. j, .11·1 

lai-t·n 

to h1· 

('11111<1 .. 
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(I) (2) (J) (4) 

HI. Tamil 7.l.16 0.09 

:\ail11 Tax 

un Enlr'_I· 

111' \11110r 

Vd1id1·' 

inlll Loral 

An ·a' Al't 

11 . 1.11'\lll)' 71.98 22.JI 

T;n 

12. lkttini: 14.90 4.96 

Ta:\ 

l.l. :\Jim"' 2347.56 778 . 1.l 

and 

\Ii m· ra ls 

('If..\ l"/'l·,'U - I 

t:'i ) 

( )111 111' 1111· arn·ctr:-. 111' lk73 . 16 lakh,, flTll\ l 'ril '' 

a1111111n1ini: Ill lhA:'i .2.l lakh' hacl ht'l'n n ·r1ilii·1l for 

rt'l'Oll'I) a~ arn·;u·, 111' la111l f'l 'll'lllll '. ){1'1'111 l'fil '' 111' 

I{, _ J 9 .98 lakh' harl h1·1·n 'Ill.' 1·11 h.1 ( '111irh . Tiu· 

n·11aai11i11J.! illTl'i:lf' 111' ){,_ 7. lJ:'i lakh' \H ·n · 11111kr 

n ·i:nlar Jlf'lll'l'" 111' n·1·111·1·1'_1 /rnlhTli11n. 

()nl 111' 1h1· arn·ar' 111' ){,_ 71. 98 lakh, . n ·ru' t·rit·' 

111' R'-26.57 lakh' harl h1·1·n n ·r1ili1·rl for rtTU\l 'I) ..... 
arn·arltri 111' l;uul n ·1·1·n111·. R1T1111·ri1·, a111u1111ti11J.! 111 

){, .12.21 lakll\ anrl J{, .0 .:'i.l lakh harl h1·1·n '1a_11·rl h.1 

C1111rt ' mHI (;ti\ ('fllllll 'nl f°( '\)ll'l'li1d_1 . lfrnt11Ti1·' 111' 

R> . 1.74 lakh' l\'('f"I' hdrl llJI p1·111lini: di,1111,al 111' 

n ·l't ilirn I ion/ rl'I in1 a1111lirn1i11n, . lh'n1ai11J, 111' J{,_ll.24 

lakh \\ ( ' ("(' likd.1 lo ht• "riltl'll-nff. Tiu· n ·1uai11i11J.! 

arn·ar~ 111' J{,.20.6lJ lakh' \\l 'fl ' 111uh·r n ·i:ular Jll'lll'l'" 

11f 1Tn111·r_1 /r11lkrti11n. 

Out 111' 1111" arn·ar~ 111' R~.14 . 90 lakh,, rt 't"ll\l'rit ·, 

iUllfHJUtillJ,! to ){,.( .. 27 lakh> harl h1·1·n n·rtilit ·rl for 

n ·rn11·r.1 a!\ arn·ar" 111' laucl f"l 'll'lllll'. J>1·ma111J, 

am1111ntini: Ill H, .8.6.l lakh> \\('fl' likd_1 Ill h1· 

writfl·n-off. 

0111 111' 1h1· arn·ar.' 111' R' .2.147 56 lakll\ . 1l1·n1anrJ, 

a1111111ntinJ.! tn ){,_ J07J .68 lakh' had h1·1·n n·riilit ·rl 

for f'l'('tll('f)' a~ arrl'ar' 111' Janel ft ' \l 'lllll'. 

lfrn111'ri1" of' I{~. I 2<1.92 lakh' a111I R, . J . 18 l;1kh' harl 

111·1·11 ~tay1·d hy l'1111n., ancl ( ;11\l'nlllll'nl f'l ''Jll 'l' ti1 d_1 . 

lfrrnv1•1i1·' of' J{>.0 .25 lakh \\( '("( ' hd1l llJl Jll'lllli11J.! 

di.~po,al 111' nTtilil'ali11n/n · 1i1 · 1~ a pplirntiom . 

l>1·111;11ub a1111111ntinl! tu J{, .421 .26 l;1kh' 1wn· 

Ill' writt1·11 -11ff. Thi· n-111ai11ini: arrl'ar.' 111' 

lakh' w1·n · 11111h·r n ·i:ular pron·" 11f' n1ll1·1·ti11n . 

likd_1 In 

){,,_ 724 .27 

1.5 Frauds and evasion of Tax 

The details of cases of frauds and evasion of taxes pending at 

the beginning of the year, number of cases detected by the dcpai1111c11tal 
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authorities (i11cludi11g Internal audit), number of cases 111 which 

assessments/investigations were completed and add it ion al de111a11d 

(including penalties , etc.) of taxes raised against the assessccs during the 

yea r and the number of cases pending finalisation at the end of March 1995 

in res pect of Agricu ltural Income Tax and Geology and Mining receipt-.; "" 

furnished by the concerned dcpai1menh (Novemher 1995) are given hl'lcl\\: 

· ~a<;d· i~~~;lt )>? :. · (~~fs ·dt·;~<'tt'il 
11..; Ql} .)1 • : \ / .. d11rinj!. 

..... ( tlJ<in·Ji i9114 .JJ :: ;J9,;+.9.;; 
· .. :;/::·.·::-: . ;.;.;: 

'o. Amount Nn. 4111011111 

(Rs.in !ll~.iu 

laklt.;J lakhs) 

I. Sak' Ta" :WOI .1270.1.-19 l.IX-1 1! JI 7J.62 

2. Al!ri rul -

ll1ral 5~ 0.71 

l11ro1111· Ta" 

J. \1im·' a111I 

\1inl'rnls 11.X!l fl.l4 -1 9.01\ 

-1 . E1111·rt ain-

1111·111s Tax 2X z.xx 2096 14.S7 

5. l .ll'l.111") Tax 0 . 12 

1.6 Refunds 

. C a--1;1 t1i wi;\~b 

. lt!lgl'~Slll t'UIJ 

i1ivt.'Sti).(<1tiii;~~ : 
('Oill llkH.(J ki1d 
additilH.lal 

d1111a11d i1id1ulinu 

Jlt•1ialfy t•IC.. 

n1lti11I 

'\11. A111n11111 

fR,.iu 

lakh') 

1117.'9 -IO'IXI .-IX 

55 0 .7 1 

19 .7 1 

20% 14.57 

' 11-;(~ pmdinu 

fi11~1lhmtiu11 

.. ~ ·,lt) 31 tll<irrh 
l ?t>.~ . 

:\o . A11111 11111 

(l(,.ill 

lakh'I 

90 11 .1-IS'J:'.fl .I 

112 .111.11 

ZS 2.XS 

0. 12 

Details of amount refunded during the year 1994-95 under 

ceriain heads of receipts, as furnished hy the concerned departments were 

as follows: 
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I. Salrs 

Ta:\ 

2. Sta11· 

EXl'L\l' 

J. Ta:--1·' on 

Vdtirli-~ 

4. l!rhan 

I.and Ta . 

5. Agdrul -

rural 

lnl'Ollll' 

T;n 

6. Stamp 

lluly & 

l{1·g11. 

h •t•\ 

7. Entl'r-

tainml'nt. 

Ta:-. 

No.of' Arnonut No.of 

caS<:s (Rs.ill l'a~cs 

lakhs) 

CHAl'TliR - I 

Amount No.of Amonut No.of Amount No.of Amount 

(Rs.ill r<ISt!S Cits.ht l'a .~cs (R.~.in fa.~cs 

lakh.~) lnkhs) lakh.~) 

Oh.in 

lakhsl 

21528 750.25 32164 1374.63 53692 2124.811 31693 13411 .99 21999 775.119 

1517 544.96 151 7 544.96 1517 544.96 

270 44.15 I IOO 92.59 1.170 136.74 121 7 109.92 153 26.!l2 

6 I. I !l (1 I. I !l 5 1.02 0.16 

2 0. 15 0 .. U 3 0.47 2 0.09 IU!l 

2 0.01 0.44 6 0.45 4 0.44 2 0.01 

3!l 0.54 311 0 .54 38 0.54 

1. 7 Write-off of Revenue 

Under Sales Tax an amount of Rs.9.31 lakhs involving 3940 

cases were written-off. This included an amount of Rs.6.88 lakhs 

periaining to 3731 defaulters whose whereabouts were not known. 
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1. 8 Internal Audit 

The m1mber of inspection repmi:s/audit objections issued hy 

the internal audit wing pending settlement as on 31 March 1995 was as 

under: 

Sales Tax (including Entertain-

men ts Tax. Belting Tax ctr.) 1802 

Agricultural lnrnml' Ta 6~2 

State Excise * 2311 

Stamp Duty and lkgistra tion Fel'S 3496 

Taxes on Vehicles I Ill 

Electricity Duty 510 

rhan Land Tax x:; 

Lancl Rt·,·enut· F 

!\·lines and Minerals 17 

22779 

6~2 

l3i62 

12212 

94JJ 

1432 

1~9 

22X 

182 

(R~ '.: J;; . 
. · ,~kh~) ... 

6X 1.X2 

~X2.<i2 

3iMi.<1:; 

41:'i .72 

ltl~.117 

11.117 

:'i7.J2 

~9.23 

27lJ .9X 

* Ora <if 113 offices w he audited, intemal audil i.1· yet to he tnk£' 11 up i11 rt'sp1•d 

of 48 office~ , due to .~hortage of 111a11p11wi:r 

1.9 Results of Audit 

Test-check of the records of Sales Tax , State Excise, 

Agricultural Income Tax, Land Revenue, Urban Laud Tax, Taxes 011 

Vehicles, Other Tax Receipts and Mines and Minerals 1111dcr Non-tax 

Receipts conducted during the year 1994-95 revealed 1111dcr-

assessment/shor1:-levy/loss of revenue amounting tu Rs.3649.09 lakhs in 

16 
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2307 cases. During the course of the yea1· 1994-95, the concerned 

depai1ments accepted underassessments etc. of Rs.105.69 lakhs involved in 

768 cases, of which 414 cases involving Rs.35.86 lakhs had been pointed out 

in audit during 1994-95 and the rest in cadie1· years. Of these, the 

depai1ments recove1·ed Rs.46.87 lakhs in 498 cases. 

This repo1i contains 29 paragraphs including J revil'WS 

involving Rs.698.27 lakhs. The department/Government have acccph'd 

audit observations involving Rs.82.23 lakhs. Of this , a sum of Rs.1.14 

lakhs has been recovered (November 1995). Audit observations with total 

revenue effect of Rs.102.69 lakhs in 18 cases were 1lot accepted hy the 

dcpartments/Govermnent, hut their contention have been found at variance 

with facts and legal position and these have been appropriately con1111cnll'cl 

upon in relevant paragraphs. No reply has heen received in the remaining 

cases (November 1995). 

1.10 

(i) 

Outsta11di11g /11spectio11 Reports and 
Audit Observations 

Audit observations 011 incorrect assessments , short levy of 

taxes , duties, fees etc. as also defects in the maintenance of initial records 

noticed during audit and not settled on the spot are communicated to the 

heads of offices and other departmental authorities through I11spcctio11 

Reports. Serious financial irregularities arc repo11cd to the heads of 

dcpaiiments concerned and the Government. The heads of offices are 

required to furnish replies to the Inspection Reports through their 

re ·pective heads of depa1ime11ts within a period of two months. 

17 
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(ii) The number of inspection reports and audit observations 

relating to revenue receipts issued upto 31 December 1994, which were 

pending settlement by the depa1iment as on 30 June 1995, alongwith 

corresponding figures for the preceding two years are given below: 

Number of inspection 
reports pending 
settlement 2584 2884 2887 

Number of outstanding 
audit observations 6722 7952 8692 

Amount of revenue 
involved 
(Rupees in crores) 82.96 133.78 123.51 

(iii) Year-wise break-up of. the outstanding inspection report and 

audit observations as at the end of June 1995 together with amount of 

receipts involved i. given below: 

Upto 
1991-92 1427 2752 49.28 

1992-93 426 1314 17.24 

1993-94 589 2433 27.83 

1994-95 
(Upto 31 445 2193 29.16 

December 
1994) 

18 
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(iv) Depa1ime11t-wise break-up of the inspection reports and audit 

observations outstanding as on 30 June 1995 is given below: 

I. S;iles T;ix 1212 5534 76.SJ 1991-92 

2. Stamp I>ut_y and 

Uegistr;ition Fees 722 904 3.29 1989-90 

J . Land Revenue 254 813 9.68 1989-90 

4. Taxes on VehidL•s 259 397 10.SX 1985-86 

s. Statc Excise 159 249 8.87 1989-90 

6. Taxe.~ on Agri-

cultural Income 115 394 5.<15 1984-85 

7. !\lines and 

l\linerals 57 148 .uo 1988-89 

S. llrhan I .and Tax 59 160 2.08 1990-91 

9. Electricity 

I>uty 27 (17 J..57 1987-XX 

IO. Entertain-

ments Tax 23 2'1 0. 16 1990-91 

The matter was brought to the notice of the Government in 

September 1995. 

19 
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CHAPTER- 2 

SALES TAX 

2.1 Results of Audit 

Te t-check of the records in the deparimental offices 

conducted in Audit during the period from April 1994 to March 1995 

revealed under-assessments/non-levy of tax etc., amounting to Rs.3006.89 

lakhs in 1707 cases which broadly fall under the following categories: 

1. 

2. 

3. 

4. 

5. 

6. 

Incorrect grant of exemption 

Application of incorrect 
rates of tax 

Incor-rect computation of 
taxable turnover 

Non-levy of penalty 

Non-levy of surcharge/ 
additional urcharge/ 
additional ales tax 

Others 

437 

696 

136 

254 

68 

116 

676.26 

1484.98 

117.87 

254.03 

20.06 

453.69 

During the course of the year 1994-95, the department 

accepted under-assessments etc. of Rs.47. 75 lakhs involved in 624 cases of 

which 394 cases involving Rs.27 .62 lakhs had been pointed out in audit 

during 1994-95 and the rest in earlier years. A sum of Rs.28.10 lakhs 

involved in 383 cases had been recovered upto September 1995. 
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A few illustrative cases highlighting impo1iant audit 

observations involving a financial effect of Rs.152.59 lakhs are mentioned 

in the following paragraphs. 

2.2 Incorrect grant of exemption from levy of tax 

(i) As per entry 80(h) of the First Schedule to the Tamil Nadu 

General Sales Tax Act, 1959, as it stood prior to 12 March 1993, on sales of 

dhalls or pulses and grams (whether whole or split), parched and fried , 

their brokens and flour which have not suffered tax under entry 80(a) of 

the First Schedule or entry 6-A of the Second Schedule to the Act, tax was 

leviable at four per cent at the point of first sale in the State. As per 

amended First Schedule which took effect from 12 March 1993, parched or 

fried gram is not covered under any of the items in the Schedule and is 

therefore taxable as a general item at eight per cent at the point of first sale 

in the State. 

It has been judicially held * that gram or gulab gram which 

had undergone the process of parching or frying would no longer be gram 

and become a new and distinct commodity. Accordingly, first sale of ' fried 

gram' made out of tax suffered gram would again be liable to tax under the 

Act. 

In the following three assessment circles, sales of ' fried gram' 

made out of tax suffered gram amounting to Rs. I 024.52 lakhs made by six 

dealers during 1992-93 were erroneously exempted as second sales instead 

of levying tax at four per cent upto 11 March 1993 and eight per cent 

thereafter. The omission resulted in non-levy of tax amounting to 

Rs.68.68 lakhs (inclusive of surcharge and additional sales tax). · 

* 95/STC/358(1994) (;11puram (;ram Mill Co. and othas V\-. State '!l A111/hra l'radesh (Supreme C1111rl) 
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I. 

2. 

J. 

Kamaraj a r Salai 

Circle, Madura i 

Chitrakara St. 

Circle, Madura i 

Munichalai Road 

Circle, Madurai 

four 

one 

one 

·( R u p e e s i n I a k h s ) 

120-Uil 92<d2 62 .. ~2 

170.68 75.02 4.98 

2J. 18 B.18 I .JS 

·.;.:;.·:-·.· ............. . 

7)6~4.;52 :: - ::.:=:.: ,:., 6k:~ . =0:::?''\=.=: 

On this being pointed out (March 1995) the Special 

Commissioner and Commissioner of Commercial Taxes stated (April 1995) 

that the levy of tax on sales of ' fried grams' made out of tax suffered 

grams would take effect from 23 August 1994 (i.e., the date of Supreme 

Comi's judgement) . He further added that action was being taken to get 

the demand waived in respect of earlier periods. 

The case was repo1ied to Government (May/.July 1995). 

Their reply has not been received (November 1995). 

(ii) In 13 assessment circles, exemptions were erroneously granted 

to 16 dealers on a turnover of Rs.166.01 lakhs, during the yea rs 1984-85, 

1986-87 and 1989-90 to 1992-93, resulting in non-levy/shori-lcvy of tax 

amounting to Rs.20.60 lakhs as detailed below:-
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SA/,/\'S TAX 

( I) (2) 

I. Cl'lllral 

/\,\\('\ ,\ -

llll'llt 

Cird1·- ll. 

Coi111haton· 

1. :\frttu-

11ala,ra111 

Rmul . 

Coimhaton· 

3. ;\loon· 

;\larkt•t 

(South). 

Madras 

(J ) 

1992-lJJ 

I tkakr 

1989-911 ~"' 

1991 -92 

2 tlt·alt·rs 

I l)l) 1-92 

I dt•akr 

<'HA l'TliR - 2 

r·1:·~~wi:c:.:,,, ·· xm;fu;JrMtK'F>:::::::,:,:.:::::::::-:::-:·: 
., .... .,. .. ,.;..=:: :fa 1;;~i1.11•,•w: : 

: FlK~rn~:;;;t: H :~ltti1 ;1rM1' 

(4) 

l'tnnJISl't~ 

Agrirnl-

tural 

i11111ll'-

llll 'nf~ 

Staink~s 

Stl·d 

llf tll~il.-. 

\).\~~ili{maf : [ \ 
~lrctuu#t '' 
llli1iiti<111~l · ( 

. ·=:~~ ta.~r ::::{;~=: 
.. ~M~~ •. ~,;;;_~fi? 
'' ··.·,· .. ·.· .. -... ·. -::::·::::::·.·· 

( R11Jll't'' in lakh' 

(5) 

.U.9J 

IH .211 

12 .H I 
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(6) (7) 

.l. 97 lly i"lll' of uotiliration 1la1t·tl 

19 \larrh 199.l t"\t'mption of 'alt· 

of .l and 5 I-I .I'. JllllllJIM' t ~ '"" 

J.52 

3.llH 

rnmlitional frn111 thar 

1lafl" hut th1· tlq1artn11·nt ga\l' 

l'l'flTI to it 111ukr 

I <\p1il 199.l . 

CST from 

Thl· 1kpart111l'llt rc1 i'l'd (A11g11,t / 

Sq1t1·111hl·r 199.t) till' il~\l'~Sllll'llt 

ill fl'\i>l'l't of ho th thl' tlrnll'f'' 

anti h·1i1·d tax and pt ·nalt~· of 

l{, . 1.41 lakh~ anti R, .z .11 lakh' 

rcSJllTfivl'ly . In ho th t111· ntst·s 

011 alllll'al thl' kvy of 111·11alr.1 

\\a' wt-a,itk hut thl' It'\~· of 

ta~ \\IW" , ... ,1ai11l'tl h~ lht· 

A11J1dla11· A~~i,tanl l'ommi"-

ion1·r t<:o111nH·1Tial Ta\l·s). In 

0111· raw 1111' ( ;1111·rn1111·n1 at'ft·p-

1995) lh1· a11tli1 

!ht• 

1·11tin· amount of ta x (Ortohtr 

1995). 

anorlll'r 

Rq>ort CUI n ·rn1 LT~' in 

awaifl'll 

l'\ovl'llllH·r 1995). 

rro,~- 1 l·ri liration of p11rrha,1·~ 

111ad1· within lht· Statt· rt'lt·ah-11 

anti p1•m11t~ . 

rnntd .. 



SAi.HS TAX 

(1) (2) (J) (4) (5) (6) 17) 

Tiu· rll')1art1111·11t n ·pli1·cl 

(\c l\ l'llllll'r 1994) that 'inn· tht· 

appl'al pn·frrn·cl lu·fnn· tlu· 

. Appl'llatl' A"i'tant l'11111111i"-

i1111!'r ({'11111111l'rrial Ta\l·, I in a 

,iJnilar ('(l\il' \\(I\ 'till 111·111ti11c 

a111l tht· n ·ci,trati1111 l'l'rtili-

mil· 111' tht· tnirh-r \qi' t"flll -

l'dkcl in .1111.' 1992. thi· 

a''l'~\llH'Uf 111a1h· \\ii' ill onlt-r. 

Thi· a'si'\'111~111 wa.' 11111 in orclt·r 

"' thi· clt-ali·r "'"' not n ·ci'-

tl'n·cl fnr 1ra1i-arti1111., rdatinc 

to ,,l'd 11ti· n~il, . 1'11rtlll'r, fill 

tht· ha'i~ 111' an t·arlii·r anrlit 

11hji·rti11n rdatinc to thi· 

rlt-akr, hi' n ·ci-'1rati1111 
\\ "' 

ranrdh·rl. 

4. Avinashi 1991 -92 l'h11t11 26.72 2.76 Thi· .\a li· 111' photo prinh ''"' 
!load. I cl1·alt-r print' i · rr11111·1111,1~ i·\1·111 pH·rl "" \lurk' 

C11im hat11rt' rnntract. 

Tiu· rlqmrt111i·nt rt•\iM·rJ (\larrh 

1995) thi· a"i""111·nt and raiwrl 

a rkmancl fnr f{,.2. 76 h1kh\. 

lh·port fill n·rt11l'D ha' not hi·i·n 

rl'rl'in·cl I \11\l'llllll'r I '!95). 

5. l'thama- I 9X9-90 <'!I Ti·a 26 .10 1.XJ Thi' rll')1art1111·nt rl'visi·rl thi· 

palayam 1990-9 1 "'"''"111·111 (\m•l'mlwr 1994). 

J rl1•ah·r' lfrpori fill fl't'llH'D i., a1,aiH·cl 

(\11\l'lllhi·r 1995). 

6. Ci·ntral 19X4-X5 & :\larhi11t·D IJ.26 1.36 Thi· 11!-partm('(lf n·vi.'l·tl th1· 

A.~St'\S- 19X6-X7 ""C.~'llll'lll (. lt1111· 1994) and 
111('11( I clrakr raiq·cl a tkmantl for I{, . I . .16 

l'irdl'- lakh~ . Thi· fl\!'ril '\'il'l ' pn·frrn·!I 

111. au appi·al lwf'un· thi· AppdlaH· 

:\taclra.~ A,,i,t;mt ( ' 11111111i,_,i11111·r fC11mm1·r-

rial Taxi'~). 1'11rthi·r fl')1t1rt 

ha' 11111 hi·1·11 f('('i•hi'll (\11,i·mhl'r 

1995). 

rnntrl.. 
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,.; 

(1) (2) (3) (4) (5) (6) (7) 

7. Kuzhi- 1990-91 Cashl·w- 11.67 0 .90 Tht• dcpa rt1111'nt n •vi., t·cl tlu· 

thurai I 1lcalcr nut ' aSSl'"llll'nt ('\nvl'lnhcr 199.t) and 

rai.1,cd a demand for I{, . 90.20S. 

Rqmrt nn rl'l'llVl'I') ha' nnt 

h1·1·n n ·rl'iH·d (;\'11 v1·111lll' r 1995). 

ll . Muni- 1992-93 Alumi- 1:1 .0 I 0 .77 Thi' sal1· 111' aluminium ' rrap ' 

rhalai 1· dcakr nium mack nut nf pu rd1a.,1·s l'l'f1·1·11·d 

lfoad , '!Ta p from T'\ EB WH' crrnncousl) 

Madurai cx1·m11t1·d as si·rmHI sail').. 

Thi· departm ent rnnt cnd1·1I 

(.Ja nua ry 1995) that "·' (ll'r 

c;ov1·rnml·nt 's in.' t niction' f l' \1i-

' ion of a''l'S"lll'nt \\fl ' mack 

f'rnm th1· dafl• of rnu r t 

ch'r bion. Thi· rontcntion nf 

dq1artm1·nt '" a~ not tl'llahh· in 

vit·w nf judicial d1·l'ision * 

nf \l adra' Mich ('nu rt tha t am 

int l-rprctat inn nf ' ta tut11 r.1 

prm i,ion in n ·c ard to pn·r i,1· 

am hit \\ill ha >1· d'ft·('f from 

th t· da t1· nf inr q ltinn nf' tlu· 

stallllol')' prnvi.,inn . 

9 . Vada- 199 1-92 Stl·t·I 2 1.30 0 .75 Tht· clqia rtmcnt i' ""'d nntin· 

palaui-1. I dcah'r incots for n ·vi., inn (.Jul) 1994 ). 

Furtlwr rqiort has nnt ht'l'll 

n ·n ·ivt·d (\'on·mlwr 1995) . 

IO Ariyalur 191!9-90 Frl'icht 3.22 0 .51! Th t· dtpartmcnt n :viw d tlu· 

I dcakr r ha q.:cs a" 1-s,m1·nt (Fl'hrual')' 1995) and 

for ra iM·d a demand for l{,_57, 746 

c;ypsmn Inwards tax and pl'll~t .1 . l{cport 

1111 r crn n ·ry ha' nnt hl'l'll 

ren ·iH·d (;\'ov1·111h1·r 1995). 

.. .15 STC I 7() - •IJ>/1'/11111• \ \ .\'l.\ 111111 

Comm i,·xiuu,,r (l 'n111111 t•rc:ia l 

T11re.\). . \ '11 /em I \ . A'11ppm1 

(;m1111/e.r . 

rnntcl.. 
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SAi.HS TAX CHAl'THR- 2 

(1) (2) (3) (4) (5) ((I) (7) 

11. T11tirnri11 19!19-90 Tl'a 5.94 0.Jl) The (;11vcrnmc·11t haVl' alTl'Jlfl'cl fill' 

Ill I deakr audit 11hsnvati1111. A propo,al 

for waivinl! thl' amount ;, und('r 

rnn.-.idcration of' (;overnment. 

12. Shl'n- 1991 -92 Tim her 3.32 0.36 The dq>artment revi.-.ed <Octnlwr 

gnttah I deakr 199)) the· ass~.-.1111 ·11t <Uld rabed 

a demand for R'-35 ,527 hut till' 

rnlkrtion was s1<1yed by the 

Appdlall· Assistant C11n1111i,s-

innt·r (C ommercial Taxts). 

Further report ha.-. not hcrn 

rcn·ived (Novc·mher 1995). 

13. I .nan- 1990-9 I l'apt·r 24.11 0.)) Thl' department n ·viwd thc· 

SlllHlfl' I ckakr assessment (Septc·mhl'r 1994) <Uld 

II , rai.wd a demand for R-..33.119 I. 

i\ladras Thc· (; ovcrn1111·nt <ll'l'epted the audit 

11h,ervation (0l'lllhc·r 1995). Rqmrt 1111 

rernv('ry ha' not IH·c·n fl'l'civecl 

(Nm emht·r 1995) . 

The cases we1-e reported to Government (October 1994 - July 

1995). Theil· replies have not been received except in the case at sl.nos.11 

& 13 (November 1995). 

(iii) Under Section 8(2A) of the Central Sales Tax Act , 1956, no 

tax is leviable on the inter-State sale of any goods, the sale or purchase of 

which is exempt from tax generally under the Sales Tax Law of the 

appropriate State. As per explanation under Section 8(2A) of the Act, a 

sale or purcha e of any goods shall not be deemed to be exempt from tax 

generally under the Sales Tax Law of the appropriate State, if the sale or 

purchase of such goods is exempt only in specified circumstances or under 

specified conditions. 
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SAU~'S TAX CHAl'Tl~U - 2 

' Butter' registered under the Trade and Merchandise Marks 

Act, 1958, is taxable at ten per cent under entry 103 of First Schedule to 

the Tamil Nadu General Sales Tax Act , 1959, while 'Butter' not registered 

under the Trade and Merchandise Marks Act , 1958. being an unclassified 

item, is taxable at eight per cent under Section 3( 1) of the Act ibid at the 

point of first sale in the State. However, by a notification dated 29 J 11ly 

1977, as amended on 8 July 1987, issued under Section 17 of the Act , sale 

of butter not registered under the Trade and Merchandise Marks Act , 

1958, was exempted , from payment of tax. 

As the exemption under the local Act was restricted to sale of 

butter not registered under the Trade and Merchandise Marks Act , the 

exemption was conditional. Therefore , on inter-State sale of such butter, 

tax was leviable at four per cent if covered hy valid ' C' Forms. otherwise 

at ten per cent or at the local rate applicable. whichever is higher. 

In four * assessment circles, inter-State sale of 'butter' not 

registered under the Trnde and Merchandise Marks Act, 1958, and also not 

covered by 'C' forms , amounting to Rs.55.45 lakhs was made by seven 

dealers during 1989-90 to 1992-93, but no tax was levied thereon. This 

resulted in non-levy of tax of Rs.5.63 lakhs. 

On this being pointed out in audit (October 1993 - November 

1994), the depa1iment contended that the intention of the Legislature was 

to ti-eat butte1· not registered under the Trade and Merchandise Marks 

Act, 1958, and butter register~d under the said Act as two different 

commodities and hence the exemption granted to butter not registered 

under the Trade 

* Tirupp11r (Central) I; (iobichcllipalayam :R.< i. Street (Coimbatore)& l'a/ani II. 
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SA/,HS TAX Cf/Al'Tl:'R - 2 

and Merchandise Marks Act was a total exemption and not a conditional 

one. The depmiment quoted ce1iain judicial decisions* in suppo1i of their 

contention. 

The reply of the depa1iment is not tenable in view of the 

following:-

(i) Butter is a single commodity and its characteri tics remain 

the same whether registered under the Trade and Merchandise Marks 

Act or not. In commercial parlance also butter whether registered under 

the said Act or not is treated as one commodity. 

(ii) The judicial decisions quoted by the department were 

reversed in a subsequent decision by the Supreme Comi wherein it was 

held ** that goods should be totaUy exempt from tax under the State Act in 

order to get similar exemption under Section 8(2A) of Central Sales Tax 

Act, 1956. 

The cases were repo1ied to Government (March/ April/June 

1995); their reply has not been received (November 1995). 

* 

** 

85/STC/432 l'i11e Chemicals Vs. State r!f .I & K (SC); 89/STC/473 Hindustan /'aper 

Corporation. Vs. State of Kera/a (Supreme C11u rl). 

96/S TC/355 Commissioner of Commercial Taxes, .la11111111 and Kashmir Vs. l'ine Chemicals 

(Supreme Court). 

28 



SAUIS '/AX CHA l'T/:'ll - 2 

2. 3 Application of incorrect rate of tax 

In 8 assessment circles, tax was short-levied on a turnover of 

Rs.646.51 lakhs, involving 12 dealers during the years 1988-89 to 1992-93 

due to application of incorrect rate of tax. The total sho1i-levy of tax in 

these cases worked out to Rs.18.10 lakhs as detailed below:-

R11p1·1~ in lakh.~ 

(I ) (2) (3) (4) (5) l6) (7) 

I. l{aja- 1991 -92 '"' l'oly prn- 21 2.0J 9.47 Thi· C11v1·r11m1·11t to "hum tin· 

pa la.vam-1 I 992-9J pyk111· l'fl,l' \\'as n ·port cd C\1 a.r / 

2 ckakrs ~arks .July 1995). ~tall·d (Aul!u't 

1995) that th1· (ll'CIJlll-

2. Ko vii- I 9!19-90. l'olypro- 6H.22 2.H9 ~al for a1111·1uh111·111 of tl11· 

pa tti- 11 1991 -92 & (l~'klll' 1111tilirati1111 wa.~ lllHkf 

1992-93 ~arks n111.,id1·ratic111 of till' 

I ckakr c;ovcrnml'llt. 

3. Tinippur I 992-9J Cotton 2.14.40 1.35 l'hc· a.~Sl'SS illj! ofli1Tr 

(South) 3 ckakr' lint and aj!fl'l'cl (:'llarrh 1995) to 

l' llltOll rniq· tin· aSSl~-llll 'nl aft1·r 

s1•1•ds n ·-flll'rk of arrnunt.~. 

1992-93 l'rint cd 2H.49 0.33 Thi• ckpartnu'nt r l'Vi,Cd th1· 

I dealer poly pro- aSSl ... Sllll'nl (:\ lay 1995) and 

1iylc11c rai.~cd a demand for 

haj!S 1{, .. U. 76H. R1·port on 

rl'l'O V I'~· has not h1·1·n 

n Tl'i v1'CI C\11nmh1·r 1995). 

l'Clntcl. . 
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(1) (2) (3) (4) (5) (6) (7) . 

4. Aclayar-11 , 1991 -92 l'la nt IX. 79 l.12 Thi· c;on·rn1111·nt to \1ho111 th1· 

;\ladnL' I th-akr cnm th ra'l' \\fl~ rq1orti·d (April 

prnmoti·r I 99.1/\1a) 19951 'tall·rl 

(\larrh 1995) that flu· 

11l'pa rtn11·11t had n ·vi'l·d th1· 

"''l"~~llH'llf (Or tolwr 199.1 ) 

a lHI rai,1·d a di·manrl tor 

R' .1. 12 lakh, . Thi· dl'ah·r 

pn·f'l·rr1·d an aJlJll'al lwf'on· 

thi· Ap1Jdla11• A,, ;,tant 

( 'on1111i,,ionl'r (('11 111111i·rrial 

Ta ._i.,) ll'hirh i'\ pl'lldinc 

('\1" i·111hi·r 1995). 

5. Thurkalay 19NX-S9 Softll'ood ISA<i 0.55 Thi· 1lq1art1111·11t rnnfl·nd l'd 

I di·all'r (lkn·mll!'r 1994) that ta\ 

\\<II, li'\ii·d at 5 pi·r l'l'llt 

fl' pi·r thi· darilinitiun 

of thi· C11111111i,,i1111i·r uf 

( '01111111·1Tial Ta,i·'· Thi· 

1ll'J1art 1111·111 '' n ·11l.1 b. not 

;11T1·ptahli· in \il '\\ 111' th!' 

ju<li ria l dl'ri.,i1111 * that 

\Oft \\ 111111 ' \\llllld fall 

mukr thi· i11·111 · timlwr'. 

6. A111hatt11r. 1991-92 ExpalHli·d 11 .53 0.54 Thi' ' (;II\ i·rn1111·11 t whik ;l('l'l't>-

\1aclras I 1il'all'r IJlll)St,V- tine tl1i· :II HI it 11hsi·rvati1111 

rl'lll' (\larrh 1995) 'tall'<I that 

prnd111·f\ thi· <ll'pan1111·11t had rt'\ iwd 

and thi· assi·"111i·11t (lll'l'l'lllhl'r 

>tTa p 1994) a1HI rai,l'd ,. dm1a1ul . 
for R'.54.269 . Tlw 1kall'r 

hacl prd'i·rn:d an a 11111·al 

hd'on· th!' Appdlat1· 

A,,;,tant C11111111i.,,i11111·r 

(( 'ommi·rrial Taw'l "hirh 

\\-a~ pc1Hli11c !Novi·mlwr 

1995) . 

. II.I \TC .I.Ill - '{fate af Tamil 

Nfltlll \~, .. Tomi/ /\1(1(/11 .\ 'l ick 

/11(/11\'lfif'\ . 

rnllt!I.. 
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(0 (2) 

7. Dincui:ut 

!Rural) 

II . :\uni:am-

hakkam , 

1adras 

(3) (4) (5) (6) 

1992-93 Cotton 411.711 0.49 

I dealer lint and 

rntton 

\l'l'Cb 

1990-91 Ruhhl'r 6.01 0.36 

I ckall'r patrhl's 

(7) 

Thl' dqiartmcnt stated 

(:\1arrh 1995) that till· 

a ,,Sl'~.~llll"nt hacl I wen 

rni.'l'CI ancl additional 

cltmancl rais1·cl. Kq1ort CUI 

rernn·11 has not hl'l'n 

ren·hl'd (:\oHlllhl·r 1995). 

Thl· clqiartmcnt rnntcnckcl 

(Aui:us t 1994) that as t>l·r 

juclifial d1·C"i~iun.- * nchlll'r 

patrht'!> arl' tu hl' dassi-

lil'd as atTc.~surics uf 

ryd1·. Thl· chTi~iun.~ llllllll'CI 

h~ tlll' d c:partml"llt haH· IHI 

rd1•\ am·1· to thi.-. rasl' 

a~ in IHI cll'l"isiun till' 

l"ClllllllOdit~· nchhl'r tialdll's ' 

ha~ hl'Cll dass ilil·cl a~ 

ac.Tl'''Wdt·s. 

* .11 STC 4fi.I - F.A/\' Meerk11xi111 

Korualic v.,._ .'ilnle of Tamil Nadu, 

.JO STC /fi'J - V. <1011i1111i1rt!it11t & 

/Jro.\ . v,· . . \ 'tale of Tumil Nadu. 

5.l STC ./2Y - Stair of Tamil N 111/11 

v.,: ft.'1111111).:a ()de .'>'lores and 

57 .\'TC /fi l - J>remier /11.\lrt1111e11/\ 

\\ . St11/e of1'11111i/ Nt11lt1 . 

The cases were reported to the Government (April 1994 -

September 1995). Their replies have not been received (November 1995). 
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2.4 Incorrect computation of taxable turnover 

In Uthamapalayam assessment circle, Madurai the turnover 

of a dealer for the year 1990-91 liable to tax under Section 608 of the Tamil 

Nadu General Sales Tax Act, 1959, was computed as Rs.41 ,330 instead of 

Rs. l 0.58 lakhs. Fmiher a turnover of Rs. 7 .81 lakhs liable to tax under the 

same section for the year 1991-92 was omitted to be taxed. This resulted 

in short-levy of tax amounting to Rs. 73 , 123 (inclusive of surcharge and 

additional sales tax). 

On this being pointed out (June 1994) in audit, the 

department revi ed the assessments (June 1994) and raised an additional 

demand for Rs. 73,092. The appeal preferred by the asses. ee before the 

Appellate Assistant Commissioner (Commercial Taxes) was dismissed for 

the year 1991-92 and partly allowed fOr the year 1990-91 which resulted in 

reduction of demand to Rs.29 ,309 for that year. Fmiher repmi regarding 

recovery has not been received (November 1995). 

The Government to whom the case was reported (Octohcr 

1994) accepted the audit observation (April 1995). 

2.5 Incorrect grant of concessional rate of tax 

Under Section 3(3) of the Tamil Nadu General Sales Tax Act, 

1959, concessional rate of tax at 3 per cent is applicable on sale of goods 

against declaration in Form XVll furnished by a selling dealer only under 

ce1iain conditions. In 6 assessment circles concessional levy of tax was 

erroneously allowed on a turnover of Rs.69.20 lakhs involving 6 dealers 

during the years 1990-91 to 1992-93 resulting in sho1i-levy of tax 

amounting to Rs.4.99 lakhs as detailed below. 
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llll(ll'l'S in h1kh' ) 

(1) (2) (J) (4) (5) (6) (7) 

I. 1'11d11- 1990-91 l'a11t•r 14.14 0.76 Thi· r111H'l',~i1111al rat1· of tax i' 
Kottai-11 I 1kakr TuhL'); applirnhk only for fill' ~ah· of 

& lll·d l!lllldS which an· IM'd in rh1· 

I'll fl ' \ 111an11faf111n· of otlll'r 1!111111\ aml 11111 

for any olhl'r (1111"(111\l'\ . l'arkinl! 

2. Thini- 1990-91 Ahnni- 9.1!2 0.59 of 1!111111~ docs 11111 rnn!-lilufl· 

v1111i~· 1rr , I dl'akr 11i11111 111an11farl11n·. Till' 1kpart1111·nr al!-11 

:\ladras l'llllt - darilil'll 1S1·)1tl'mhcr 19\10) that 

airn:rs parkinl! mah·rials rn111111t ht· 

p11rdrn"·rl /,11hl aj!ain'r Funn XVII . 

J. Thim- 1991-92 l'fa,rir 16.6] 057 In tlu·,1· t'aSl'S parkinl! matnial 

n ·nnnhur I 1h·akr 1·11nt- \'alm·d at lh.40.:'9 lakh' \\Cl' 

aiUl'fS p11rrha,1·1l at n111n·,,i1111al rah' 

of tax aJ,!ain~t 1'11n11 X\'11. \1hirh 

was i1Tt'l!t1lar. 

4. C1·11tral 1991-92 (\•nH·nt 17.80 1.91 Thi· ras1· \Vil'\ rq>ortl'd Ill lh1· 

Ass1·s,- I dcakr dq1art11H·111 I April 1994) and Ill 

llH'llt th1· ( ;1111·rn1111·nt (:\la~ /.111111 · 19951: 

Cirdl'- thl'ir n ·plit·' hal'l' not lll'l'll 

111. n ·n ·iv1·rl ('\11n·111lu·r 1995). 

:\1adrn' 

5. Sali- 1992-9.1 C1·1111·nt 5.55 0.60 Thi' rlq1an1111'nt n·vis1·d lh1· 

l!ranrnm. I 1kakr aSSl');Sllll'nl (.January 1995) a1ul 

:\1adra!- rai~1·d a rkma111l for Rs59.9Jll . 

Thi· 11!-akr hart J1rd'err1«l till 

app1·al l11·fon· Appdlall· .\."is-

rant ( ' 11111111i."i11111·r whil'h ""' 
l'l'llllilll! (Ort11lll'r 1995). Tlw nt'-l' 

\\>il~ n ·1111111·rl Ill rh1· < :1111·rn1111•111 

(Fd1rnar.\ /. hnu· 1995). Thi· CO\l'fll-

1111·111 hav1· arn·1111·1l flu: a1Hlil 

11hs1·nari1111 (Ort11h1·r 19951. 

l'lllltrl .. 
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(1} (2) (3) (4) (5) (6) (7) 

Ii. Aland11r, 1992-9) Tran~- 5.lli 0.56 Tiu· rlq1ar11111•111 l'lllllCIHl1·1l 

\ladras I dl'alcr f'unnl'r C:\11H·mhl'r 1994) that till' 1'1111-

11il n·~'i1111al rail· 111' tax \\ti' 

allmwd a~ per the rlari-

firn1i1111 C\lay 199) & .Jul.\ 1994) 

111' lh1· ( '11111mi.,,i11nl'I" 111' 

C111111111·1Tial Taxi·'· Thi' rq>l.1· j, 

11111 arn·1J1ahk lll'l'<lllSl' a.~ 111·r 

prnvi-.11 111 S1Tti1111 J(]) tran'-

forn11·r 11il i~ 11111 l'lij!ihk for 

th1· rnnn·,~i1111al ll'vy 111' lax. 

Thl' nM· \\a' n •port 111 till' 

<ll'parim1·111 (April 19951 aml 111 

tlu· (;II Vl'fllllll 'llf (Aprill.Jul~ 

1995): llwir rq1li1·, hav1· 11111 

hl'l'll fl'l'l 'i\ 1·11 (\llH'lllhl·r 1995). 

2. 6 Turnover escaping assessment 

Under Section 9(2) of the Central Sales Tax Act, 1956, read 

with section 16 of the Tamil Nadu General Sales Tax Act, 1959, where the 

whole or any pa1i of the turnover of business of a dealer escapes assessment 

to tax, the assessing authority, is empowered, at any time within a period 

of five years from the expiry of the year to which the tax relates, to 

determine the turnover to the best of its judgement and to assess it to tax. 

Furthe1·, the assessing authority may, if it is satisfied that the escapement 

from as. essment is due to wilful non-disclosure of assessable turnover by 

the dealer, also direct the dealer to pay hy way of penalty a sum not less 

than fifty per cent and not exceeding one hundred and fifty per cent of the 

tax so assessed. 

In Bodinayakanur assessment circle, sales turnover of 

'pepper' amounting to Rs.3.25 lakhs made hy a dealer during 1988-89, 

which was originally assessed under the Tamil Nadu General Sales Tax Act, 
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1959, was deleted subsequently as the Appellate authority on appeal held 

that the transaction was of an inter-State nature and as such assessable to 

tax under Central Sales Tax Act, 1956, hut omitted to be assessed. 

Fmiher, an inter-State sales of pepper amounting to Rs. I. 75 lakhs detected 

and repo1ied by Enforcement wing was also not considered for assessment 

under the Central Sales Tax Act, 1956. The above omissions resulted in 

non-levy of tax amountin~ to Rs.30 ,528; A maximum penalty of Rs.26,296 

at one-and-a-half times of the tax due on the suppressed turnover though 

leviable was not levied. 

This was pointed out to the depa1iment (December 1994) and 

to Government (January/May 1995). Their replies are awaited (November 

1995). 

2. 7 Non-levy of tax 011 the sale of capital assets 

As per Section 2(dj(ii) of the Tamil Nadu General Sales Tax 

Act, 1959, the term ' business' includes any transaction in connection with 

or incidental or ancillary to such trade, commerce, manufacture , adventure 

or concern. Accordingly , sales of capital assets made in the course of 

business is liable to tax. As per Entry 4 of the First Schedule to the Tamil 

Nadu General Sales Tax Act , 1959, air conditioners are taxable at fifteen 

per cent and as per entries 81 and 102 11iachi11ery and glass wares arc 

taxable at ten per cent at the point of first sale in the State. 

In Hosur (Nmih) assessment circle, sale of capital assets such 

as air conditioner, plant and ma.chinery, lah equipments (glass wares) etc. 

made by a dealer d1iring the year 1990-91 amounting to Rs.5 lakhs was not 

assessed to tax. 
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On t his being pointed out in audit (March 1994) the 

department revised the assessment (January 1995) and raised an additional 

demand for Rs.65,680 (including surcharge and additional sales tax). The 

dealer had preferred an appeal in May 1995 before the Appellate Assistant 

Commissioner (Commercial Taxes) against the additional demand raised. 

The result of appeal has not been received (November 1995) . 

The case was repmied to the Government (July 1995) ; their 

reply has not been received (November 1995). 

2. 8 Short-levy of tax on sales made to 
non-Government bodies 

According to a notification issued under section 17 of Tamil 

Nadu General Sales Tax Act, 1959, from 1 April 1981 on sale of any goods 

(except petrol , die~el and cement) specified in the First Schedule to the Act , 

to the departments of the State and Central Governments including 

Railways, tax was leviable at the concessional rate of 4 per cent. However, 

the concession was not applicable to sale made to public sector 

unde11akings, Government companies and autonomous bodies. 

In Central Assessment Cii·cle Ill , Madras on sales of' chassis' 

amounting to Rs.18. 75 lakhs made by a dealer during 1991-92, to non-

Government bodies like Municipalities and Tamil Nadu Civil Supplies 

Corporation, tax was levied at the concessional rate of 4 per cent instead uf 

at 6 per cent. This resulted in shmi-levy of tax amounting to Rs.43',487 

(inclusive of surcharge and additional surcharge). 
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On this heing pointed out (.January 1995) in audit, the 

depa1iment issued (January 1995) notice for revision of assessment. 

Furthe1· Repo1i is awaited (November 1995). 

The case was repo1ied to Government (April/ May 1995); 

their reply is awaited (November 1995). 

2. 9 Affording of excess credit 

According to Standing Order 55 of the Commercial Taxes 

Manual Volume I, assessment registers are to be maintained for each year 

in the assessment circles to show the tax paid by the assessees. Credits 

outstanding in respect of an assessee during a year are carried over to the 

register of the subsequent year . . Further, as per Standing Order 22(1>) of 

the Manual, the credit entries should he attested by the Superintendent of 

the circle. The assessing authority should also test check as many credit 

entries as possible. 

In Arnnthangi assessment circle, while finalising the 

assessment of a dealer for 1992-93 the total tax paid hy him for that year 

was taken as Rs.3. U lakhs against the actual payment of Rs.21,579. This 

resulted in affording of excess credit to the dealer to the tune of Rs. 97 ,689 

instead of raising an additional demand for the balance amount of Rs.1.94 

lakhs. 

On this being pointed out (October 1994) in audit. the 

department revised the assessment (.January 1995) amt raised an additional 

demand for Rs.1.94 lakhs. The depmimcnt fo11her stated (.January 1995) 

that out of the above demand, Rs.1.92 lakhs were covered by deferral 
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scheme and the balance of Rs.2,446 would be collected. Repo11 on 

recovery has not been received (November 1995). 

The case was reported to Government (April/May 1995) and 

their reply has not been received (November 1995). 

2.10 Non-levy of interest for belated payment of 
tax 

The tax under Sub-Section (2) of Section 13 of the Act, shall 

become due without any notice of demand to the dealer on the date of 

receipt of the return or on the la t due date as prescribed, whichever is 

later. Under Sub-Section (3) of Section 24, on any amount remaining 

unpaid after the date specified for its payment. the dealer or person hall 

pay , in addition to the amount due, interest at two per cent pe1- month of 

such amount for the entire period of default. The above provisions apply 

mutatis mutandis to levy of surcharge and additional sales tax also. 

In Opannakara Street assessment circle, Coimbatore, it was 

noticed in Audit (August 1991 and August 1992) that tax, surcharge and 

additional sales tax payable along with the returns for the months of April 

1989 to August 1989 and February 1990 were paid by a dealer belatedly, 

the delay ranging from 6 days to 3 months and 7 days. Further, the 

balance of tax amounting to Rs.2 lakhs due from the dealer after the final 

assessment, was al o paid by him belatedly, the delay ranging from 19 days 

to 1 month and 2 days. Interest amounting to Rs.91,254 was leviable for 

the delay but was not levied. 
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On this being pointed out (November 1991 and October 1992) 

in audit, the depai1ment raised demand towards interest (June 1994). 

Repor1 on recovery has not been received (November 1995). 

The case was repo11ed to the Government (June 1995); their 

reply has not been received (November 1995). 

2.11 Non-levy of penalty 

(i) Under the Central .Sales Tax Act, 1956, a registered dealer, 

buying goods from other State is entitled to a concessional rate of tax at 

four per cent, provided he furnishes to the seller, a declaration in Form 

'C'. If the goods indicated in the declaration are not covered by the 

ce11ificate of registration, the assessee renders himself liable to penalty not 

exceeding one and a half times of the tax clue in lieu of prosecution. 

(a) In the Central Assessment circle Ill, Madras a dealer had 

purchased 'high speed diesel oil' and 'light diesel oil' valued Rs.97.42 

lakhs during 1990-91 to 1992-93 from other States by issue of 'C' Forms 

eventhough the commodities were not covered by his certificate of 

registration at the time of purchase. For misuse of 'C' Forms, though 

penalty upto a maximurh of 'R.s.23.01 lakhs was leviable, this was not 

levied. 

On this being pointed out (January 1995) during the local 

audit, the depa11ment replied (January 1995) that the high speed diesel oil 

and light diesel oil were purchased for running the generator and boilers 

and that there was no misuse of' C' Forms. Fm1her the depar1ment stated 

that the commodities were included in the cer1ificate of registration from 18 

June 1993. 
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The reply of the department is not tenable in view of the fact 

that since the commodities were not included in the registration certificate 

during the period 1990-91 to 1992-93 the penalty was leviable for the 

purchases made during the period. 

The case was reporied to the Government (April/.J une 1995); 

and their reply is awaited (November 1995). 

(b) In Harbour-I assessment circle, Madras, a dealer purchased 

Rigid Poly Vinyl Chloride Pipe plant with accessories and a high speed 

cooler of 130/400 liters capacity with accessories for Rs.20.68 lakhs during 

1989-90 from other States against declaration in Form 'C' eventhough the 

goods were not covered by his ce1iificate of registration. For misuse of 'C' 

Form the penalty upto a maximum of Rs.3.10 lakhs was leviahle hut was 

not levied. 

On this being pointed out (March 1992) in ~rndit , the 

depa1iment imposed (October 1994)" a penalty of Rs.3.10 lakhs. However, 

on an appeal preferred by the dealer, the penalty was reduced to Rs.1.03 

lakhs by the Appellate Authority. · Repo1i on recovery has not been 

received (November 1995). 

The case was reported to the Government (.June 1995); their 

reply has not been received (November 1995). 
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(c) In A vadi assessment circle, Madras, a dealer purchased 

'Jersey' (knitted woollen pullover) valued at Rs.11.51 lakhs during 1988-89 

and 1989-90 from another State by issue of 'C' Forms, eventhough the 

commodity was not covered by his certificate of registration. For misuse of 

'C' Form, penalty upto a maximum of Rs. I. 73 lakhs was leviable hut not 

levied. 

On the omission being pointed out (March 1992) the 

department levied (March 1995) a penalty of Rs.LOI lakhs only, stating 

that the value of purchase of 'Jersey' was only Rs.6. 76 lakhs and the 

remaining purchases consisted of items other than 'Jersey' such as woollen 

handgloves, beret caps etc. As these items were also not covered by his 

ce1iificate of registration, the department was addressed to levy penalty for 

those purchases also (June 1995). Repo1i on collection of Rs.1.0 I lakhs and 

action taken to levy balance penalty is awaited (November 1995). 

The case was repo1ied to the Government (July 1995); their 

reply has not been received (November 1995). 

(ii) Under Section 9 (2A) of the Central Sales Tax Act, 1956, read 

with Section 12 (5) (iii) of the Tamil Nadu General Sales Tax Act, 1959, if 

the return submitted by a dealer is found to be incorrect or incomplete, the 

assessing authority may, if it is satisfied that the accounts maintained by 

the dealer are correct, assess the dealer on the basis of such accounts and 

levy a penalty which shall not be less than 50 per cent and not more than 

150 per cent of the difference in tax payable on the turnover disclosed m 

the return and that determined by the authority concerned. 

41 

2/22-Sig-1 0 



SAU£S 7:4X CHAl'Tllll - 2 

In Adayar I assessment circle, Madras an assessee omitted to 

include a part of his taxable inter-State sales turnover amounting to 

Rs.17 .97 lakhs in his return for the year 1988-89. The depa1iment 

however, after checking the assessee's accounts included the turnover in the 

assessment for the year 1988-89 and levied tax but failed to impose penalty 

for submission of incorrect returns by the assessee. 

On the omission being pointed out (June 1991) in audit, the 

depa1iment revised (March 1994) the assessment and imposed a penalty of 

Rs.69,845. Repo11 on recovery has not been received (November 1995). 

The case was repoi1ed to the Government (July 1995); their 

reply has not been received (November 1995). 
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CHAPTER- 3 

AGRICULTURAL INCOME TAX 

3.1 Results of Audit 

Test-check of the records of the departmental offices 

conducted in Audit during the period from April 1994 to March 1995 

revealed under-assessments/shmi-levy of tax amounting to Rs.99.55 lakhs 

in 35 cases which broadly fall under the following categories: 

I. 

I 2. 

3. 

Shori-levy due to errors 
in computation of income 

Short-levy due to incorrect 
exemption 

Short-levy due to errors in 
computat.ion of holdings of 
agricultural lands 

16 

17 

2 

80.06 

19.39 

0.1 () 

During the course of the year 1994-95. the department 

accepted under-assessments etc. of Rs.5.98 lakhs involved in 28 cases of 

which one case involving Rs.1.35 lakhs had been pointed out in audit 

during 1994-95 and the rest in earlier years. A sum of Rs.1.99 lakhs 

involved in 25 cases· had been recovered. 

A few illustrative cases highlighting important audit 

observations involving Rs.4.43 lakhs are mentioned in the following 

paragraphs. 
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3. 2 Incorrect computation of taxable income 

In terms of Rule 7 of the Tamil Nadu Agricultural Income 

Tax Rules, 1955 read with Rule 8 of the Income Tax Rules , 1962 (Central) , 

sixty per cent of the income derived from tea grown and manufactured hy 

a seller in the State is assessahle under the Tamil Nadu Agr-icultural Income 

Tax Act , 1955. Further, the computation made by the Income Tax Officer 

shall he accepted by the Agricultural Income Tax Officer and the 

agricultural income so computed assessed after allowing admissible 

deductions , if any , under the Agricultural Income Tax Act. 

(a) In Pollachi assessment division, while finalising the 

assessment of a company for the assessment year 1990-91 , a sum of Rs.9.46 

lakhs representing loss from cardamom and other minor produces as 

claimed by the assessee was allowed by the Agricultural Income Tax Officer 

as deduction instead of the actual loss of Rs.7.19 lakhs incurred by him as 

per the annual balance sheet. The excess deduction of Rs.2.27 lakhs 

resulted in sho1i-levy of Rs. l .48 lakhs. 

On this being pointed out to the dcpaitment (December 1992) 

the depa1iment revised (January 1995) the assessment raising an additioual 

demand of Rs.1.48 lakhs. Rcpo1i on recovery has not been received 

(November 1995). 

The department further stated (May 1995) that the assesscc 

has preferred an appeal before the Tribunal against the revised assessment 

order. The result of the appeal has not been received (November 1995). 
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The case was repo1ied to the Government (June 1995); their 

reply has not been received (November 1995). 

(b) In Nagercoil assessment division, owing to incorrect 

calculation, the income of an assessee from rubber for the year 1990-91 was 

incorrectly computed as Rs.27 ,545 instead of Rs.2. 75 lakhs which resulted 

in under assessment of income by Rs.2.48 lakhs for the assessment year 

1990-91. This also resulted in erroneous carry forward of loss of Rs.46,985 

for the year 1991-92. The sho1i-levy of tax for the assessment year 1990-91 

and 1991-92 worked out to Rs.1.35 lakhs. 

On this being pointed out to the depatiment (March 1995) 

and to the Government (May/July 1995), the Government accepted the 

audit observation and stated (August 1995) that the assessment orders were 

revised (July 1995) raising an additional demand of Rs.1.35 lakhs. Report 

regarding recovery has not been received (November 1995). 

3. 3 Incorrect allowance of deduction 

Unde1· the Tamil Nadu Agricultural Income Tax Act, 1955, 

any expenditure othe1· than capital expenditure, incurred in the yeai· of 

raising the crop from which agricultural income is derived and laid out or 

expended wholly and exclusively for the purpose of deriving such income is 

allowable as a deduction in computing the taxable agricultural income for 

that year. In terms of the amended Act, 1991, which has come into force 

on 1 April 1992, income derived from lands grown with non-plantation 

crops shall not be treated as agricultural income and accordingly no 

expenditure shall be allowed in raising such crops. 
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(i) In PoJlachi assessment circle whiJe computing the net 

agricultural income of· a registered firm for the assessment year 1988-89, 

the assessing officer erroneously allowed deduction of Rs. I. 76 lakhs 

representing cost of construction of a new stone wall which was a protective 

wall. Since this was in the nature of a capital expenditure, deduction 

allowed on this account resulted in sho1i-levy of tax of Rs.95,862. 

On this being pointed out (September 1993) in audit , the -' 

depa1iment stated (April 1995) that the inadmissible deduction allowed 

earlier had been withdrawn and as essment revised (February 1995) under 

Section 35 of the Agricultural Income Tax Act raising an additicmal 

demand of Rs.95,862. It was brought to the notice of the department (.June 

1995) that the revision made after the expiry of the statutory period for 

revision under Section 35 of the Act had 110 legal validity and suo-motu 

revision under Section 34 had also become time-barred which ultimately 

resulted in loss of revenue of Rs.95,862. 

The case was repoi1'ed to the Government (J um' 1995). 

Fm1her repo1i has not been received (November 1995) 

(ii) In · the same asse sment circle, while finalising the assessment 

of a company for the assessment year 1992-93 a sum of Rs.1.33 lakhs 

representing non-plantation expenses incurred during 1991-92 was 

erroneoi1sly allowed as an admissible expenditure. 
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On this omission being pointed out (September 1993) in 

audit, the depaiiment revised (February 1995) the assessment raising an 

additional demand of Rs.63,555, out of which a sum of Rs.44,396 was 

adjusted towards excess payment. Repori on recovery of the balance 

amount of Rs.19, 159 has not been received (November 1995). 

The case was reported to the Government (June 1995) ; their 

reply has not been received (November 1995). 
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CHAPTER-4 

LAND REVENUE 

4.1 Results of Audit 

Test-check of the records of the depa1imcntal offices 

conducted in Audit1 d\iring the period from April 1994 to March 1995 

revealed under-assessments/sho1~-levy of tax amounting to Rs.88. 78 lakhs 

in 87 cases which broadly fall under the following categories: 

1. Non-levy/sho1i-levy of 
local cess and local 
cess surcharge 12 35.28 

2. Non-levy of water cess 
and betterment 
contribution 7 3.86 

3. Non-recovery of penalty 
and interest 15 17.00 

4. Short-recovery 
in respect of 
Government lands 24 27.47 

5. Other irregularities 29 5.17 

During the course of the year 1994-95, the department 

accepted under-assessments etc. of Rs.16.93 lakhs involved in 58 cases. A 

sum of Rs.12.27 lakhs involved in · 57 cases has heen recovered upto 

September 1995. 
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obser ations i11vol vi1 g 

pa ragraph'> . 

i lust ·· ti ·e cases h ighl ighting impor tant a udi t 

s .5. 78 lakhs ar, me11tioned in th • fo llowing 

4.2 Non-levy of water cess 

Wate r ce. · 01 d r)' lands irrigated from the G overnment 

sources which are not cove rr< I v the Special Water Cess R u les . is lcviahle 

as per the standard ca ' of w·1kr cc.-s . B)' a 11otiticat io11 dated 6 . · °' t• nlwr 

1987, Go\'crnmrnt t•11hannd t I(' sta ndard sca le of "akr cc's fo diffc rl' n t 

kinds of crops crfec iw 'n 111 1 f' Ii U 97 (i.e . • I .I 11 1 ~1 1987). 

In t hree 'i llai:es of . ';.udrnrankoil Tal11k. it " as not iced in au cl it 

(.f a 1111ary 1990) that i11 r · ·peer of d ry la11 ds irri~ated from t he G overn11w11t 

soun:es . vater ces' ' as not levied from t he fas Ii yea r 139J to fc."li 396 

(i. e . , I .Ju lv 1983 to J O J11 11c 1987) at old rates and from fasli vear U 97 to . . 

1402 (i.e . , 1 .July 1987 w J O .J 1111c 199J) at re,iwd rates. 

On t his bei ng po111 tcd out (l\J a rch 1990) in audit. the de pa1·1111c11t 

st a ted (November 1993 & September 1994) that dem a nd of Rs.J.O 1 lak hs 

towards water cess in re pect of all the three villa~cs had heen ra ised for 

the entir·e period of 10 . 'Clfrs from fas li 1393 to fa" Ii 1-'02 (i.e . . I .July 1983 

to JO June 1993) a t olcl rates of which a sum of Rs.24 ,596 had hcl'11 

collected . T he omission to raise add itiona l demand of wate r cess at the 

revised rates for the fas li years 1397 to 1402 (i.e. , I .July 1987 to 30 .J1111e 

1993), as per Government notification (November 1987) was again poinkd 

out (March 1995) to t he dcpa1i ment. Rcpori on the recovery of the ha lance 

amount and raising of additional · demand at the revised rates from fas Ii 

1397 (1 .July 1987) has not been recei ved (November· 1995). 
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The ca e was reported to Government (April and May 1995) ~ 

their reply has not been received (November 1995). 

4.3 Non-levy of lease reut for the encroac/zed lands 

The Tamil . 'adu Land Encroachment Act. 1905, provides for 

imposition of penal/ prohibitory assessment or charge on encroachers of 

Government land o as co enable the Government to check unauthorised 

occupation of .overnment and. However, n here the encroachments have 

been in e. ·istence for a long time and the encroachers have utilised the lands 

for commercrnl purposes, the land can either he assigned to the encroacher 

on collection of double the market value or leased out for te1nporary 

occupation in term. of Board 's Standing Order 24A. 

In Saidapet Taluk (Madras), an extent of 21 cents* in a 

village was under unauthorised occupation of a distillery from March 1982. 

The encroached land was neither assigned nor leased out to the encroacher. 

On thi being pointed out to the depa1iment (December 1985) 

and to the Government (May 1992), the Government issued (December 

1994) orders granting lease of the aid land to the distillery for a period of 

six years from l July 1987 to 30 .June 1993 on collection of an annual lease 

rent of Rs.1.36 lakhs (at the rate of Rs.19 .504 for the period from July 

1987 to June 1990 and at the rate of Rs.25,954 for the period from July 

1990 to June 1993). The reasons for not charging the lease amount from 

the date of encroachment (i.e.) March 1982, the report on recovery of 

* One Cent is an area equal to 435. 6 square f eet t!f land 
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Rs. 1.36 lakhs towards lea"ie amount for the period from I .July 1987 to 

30 .June t 993 and 011 fm1her e. ·t nsion of lease heyond 30 .June 1993 have 

not heen received (No ·c nhcr 1995). 

The case was repm1ed to the Government (May 1992/.June 

1995): their reply has not been received (November 1995). 

4.4 Non-revision of lease rent 

Under ti e Standing Orders of Board of Reve 1 1e. " hen 

Government land is leased out to private bodies. companies, associations or 

local bodies for use h_v them for commercial purposes, fol competitive 

·rent* is to be levied. The rent can also be enhanced during the period of 

lease where warranted. 

In Anmthangi Taluk. 0.1 7 net 0. I 5 acre o Government land 

was leased out to f\Hl pr-iv ate par1ies i 1 .J an uar_ , l 97( for a period of 20 

years on an annual lease rent of Rs.59_ and Rs.525 respectively. The order 

sanctioning the lease contemplated review of adequac. of the lease amount 

after 3 years. The depa1·tment did not , however, revise t he rent in respect 

of the above land at any "it age after its a llotment in .h11111· ry, 1970. 

When the non-revision of lease rent was pointed out (Octoher 

1988) in audit. the depa11mcnt replied (July 1994 & .June 1995) that the 

lease rent had been revised (June I 995) for every spell of three )'cars from 

1975 onwards and that an additional demand of Rs.47.324 had heen raised 

for the fasli yea rs 1385 to 1399 (i.e., from 1 .July 1975 to 30 .June 1990) . 

The department fm1her stated that a sum of Rs.23.491 

collected (June 1995). 

has since hcen 

* · C11111pelith1e rent ' 111 cf111.' tlte rent wi1iclt tltc site 11•111i/d.fdclt. if' 11fl°i'rcd in tin· oprn 11wrkct. 
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Report on collection of the balance amount and revi..;ion of 

lea ·e rent for the period subsequent to fasl i 1399 (i.e., from l .I uly 1990 

onwards) has not hccn received (November 1995). 

The casl' was repo11ed to the GO\ crnment (.I ul 1995) ; thl.'ir 

reply has not heen received (November 1995). 

4. 5 Non-revision of settlement rate j (>r lauds 
raised with plantation crop: 

In the ·ettlement notification i.-sued in respe t of Tinmclveli 

District (February 1966). the right of the Go en ment was reserved for the 

lev. of higher rate of as C'isment of Rs .2.81 p r acre (Rs.6.94 per hectare) 

011 lands newly brought under plantaf on crop rharing tht• c111Te11c_v of 

settlement. 

I11 Sengottai Taluk of Tirunelveli District, it was noticed 

(August 1989) in audit that lands which were originally undeveloped and 

later developed with plantation crops in respect of three villages during the 

fasli year 1395 (I .J uh 198: to 30 .June 1986) were not reclassified and . . 

assess(~d to laud revenue at the higher rates fo r the fas I is 1395 to 1398(i.c. , 

from I July 1985 to 30 .June 1989). Instead . land revenue as applicahl<• to 

undeveloped lands was levied resulting in shmi:-levy /shor1-collection of 

Rs.93,906 .for the fasli year11 1395 to 1404 (1 .July 1985 to 30 June 1995). 

On this being pointed out to the Government (October 1992), 

Government stated (March 1995) that a smn of Rs.8 ,933 had been 

collected. Recovery particulars of the balance amount had not heen 

received (November 1995) . 
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CHAPTER - 5 

TAXES ON VEHICLES 

5.1 Results of Audit 

Test-check of the records of the deparimental offices 

conducted in Audit during the period from April 1994 to March 1995 

revealed under-assessments/shori-levy of tax amounting to Rs.80.57 lakhs 

in 89 cases which broadly fall under the following categories: 

·· .. NC>~ of <\ 
.cases · 

I. Short-collection/non-
collection of tax 63 71.18 

2. Short-collection/non-
collection of fees 1•8 2.66 

3. Non-levy /shori-levy 
of penalty 6 0.24 

4. Incorrect/excess refund 
of tax 0.06 

5. Other irregularities 6.43 
... .. · .. ·::;::;: ··.:.· 

. ;;. T()TA::J;, :· ·. 80*57 
;·.::·:::::··. :::::.::.:::·:· 

During the course of the year 1994-95, the depa11mcnt 

accepted under-assessments etc. of Rs.2.37 lakhs involved in 25 cases, of 

which five cases invol\'ing Rs.0.84 lakh had been pointed out in audit 

during 1994-95 and the rest in earl ier years. A sum of Rs.1.29 lakhs 

involved in 25 cases has been recovered (October 1995). 
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A review on the working of entry check-posts in transport 

depai1ment and one case involving fin ancia l effect of Rs. 94.37 lakhs 

highlighting impo11ant audit observations are given below: 

5.2 

5.2.1 

Working of Entry Check-posts i11 Transport 
Department 

Introductory 

Transpo11 check-posts are established at notified places 

to prevent evasion of tax. fee m· penalty hy motor vehicles entrrin~ or 

passing through the State. Present! 1 there arc 17 check-posts esta blished 

by executive orders issued from time to time ( 1969-1994). 

The levy and co llect ion of taxes 011 motor veh icles and 

the condition-; for the plying arc governed by the Tam il Nad u Motor 

Vehicles Taxation Act and Rules, 1974, the l\fotor Vehicles Act. 1988 

(Central Act) and Rules made thereunder and the Tamil Nadu l\lotor 

V chicles Rules , 1989. 

The Transport Oepart111c11t fu11ctiono.; under the overall 

control of the Transpo11 Commissioner, Madras. There arc 34 Regional 

Transpo11 Offices in the State, each headed by a Regional Tran'iport 

Officer (R.T.0.). The seventeen check-posts arc manned by four Motor 

Vehicles Inspectors each, under the superi11tt·11de11cc of the respccti c 

Regional Transpo11 Officers. The averagt· t' 'P~nditure on each check poo.;t 

established in the State works out to Rs.3.29 lakh~ per a nnum. 
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The revenue realised at the check-posts increased 

from Rs.2.42 crores during 1989-90 to Rs.5.14 crores during 1993-94 

registering an increase of 112.40 per cent over a period of 5 years. 

5.2.2 Transport offences - Incorrect extension 
of benefit to other State vehicles 

The system of compounding of offe11ces provided 

under Section 127-U of Motor Vehicles Act, 1939 (corresponding to Section 

200 of Motor Vehicles Act. 1988) was first introduced in Tamil 1 'adu with 

effect from I Apri l 1986. Under the system, spot fi nes could be levied on 

all the vehicles irrespective of the place of their registration . 

The trade in Tamil Nadu made a representation 

(September 1988) to the Government for immediate abolition of spot fine 

or compounding of offences. Accordingly, the Government, directed 

(October 1988) that the orders issued in April 1986 may be kept in 

abeyance for a period of three months. They also decided to review the 

position thereafter. 

The Transport Commissioner, the Director General of 

Police and the Commissioner of Police, Madras, who were consulted by the 

Government, unanimously recommended (February, March and April 

1989) re-introduction of compounding or spot tine system. 

Though the proposal for re-introductio'n of spot fine or 

compounding of offences was again recommended (February 1991) by the 

Transport Contmissioner, Government issued orders re-introducing the 

spot fine system in check-posts only in April 1995. 
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It was noticed that the number of traffic offences hy 

other State vehicles in Tamil Nadu rose from 17980 in 1991-92 to 48858 in 

1992-93 and 60589 in 1993-94. In respect of 1,27.427 check repcH"ts issued 

in respect of such vehicles during the period from 1991-92 to 1993-94. tht.' 

department was not in a position to levy even the minimum spot fine which 

worked out to Rs. 78. 90 lakhs. 

5.2.3 Short-levy of fees for temporarv permits 
issued to other State vehicles · 

Linder the Tamil '.\ladu Motor Vehicles Rules , 1989, 

the fee for grant of temporary permit for a transp1ll't vehicle (whid1 

includes a goods carriage) is Rs.100. An additional fee of Rs.100 i"i leviahle 

for the grant of State-wide permit for goods carriage . When temporary 

permits with State-wide validity are issued to goods carriages of other 

States, the additional fees of Rs.100 is also to he collected. The Tra11sport 

Commissioner had also issued instructions ( ovemher 1991) for the 

collection of additional fee in such cases. 

It was noticed in seven * check-posts coming under 

six** Regional Transport Offices that in respect of 15056 vehicles of other 

States for whit.:11 temporary permits 'n~rc issul'd, tht.• add it ion al fee of 

Rs.100 per vehicle was not le\'ied. This resulted in shori-levy of fees 

amounting to Rs.15.06 lakhs for the period from .July 1989 to JI 

December 1991. A similar observation was made in respect of 3 regions 

(Erode, Vellorc and Pollachi) in Audit Repori (Revenue Receipts) 1992-93. 

/'111111a111(1/ll' c:. l'u:J/(/I, 1\(1/iakka l'i/ai. h'. ( ;. ( ·1/(/ l'fldi. ( ;uda/ 11 r. I lo~u r aud Thimchitra111ba/a111. 

** Mec:11a111bakka111, Nm:crc11if. ( '11i111halorc. 011/y, /)//(/r111a(l11ri and Vi/111p11ra111. 
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5.2.4 Location of check-posts 

(a) The check-posts arc to be located at such strategic 

points so as to cnahle the depariment to check all vehicles entering or 

leaving an entry chl'ck-post of the State and ensure payment of tax , tine 

l'tc. , wherever· due. However, the road maps showing the location of the 

eight check-posts indicated existence of parallel or nearby escape routes. 

The existence of such routes which enabled vehicles to by-pass the regular 

transpori check-posts, defeated the very purpose of setting up of check-

posts. 

From a cross-check of records in the Commercial Tax 

check-post at Madhavaram, it was noticed that 26833 vehicles , which had 

touched this check-post should normally have entered the State through the 

regular transpori check-post at Puzhal , entered t ht• State .during 1992-93 

and 1993-94 through escape route. 

5.2.S(a) OwerloadillK of vehicles 

Motor V l'hicks Act. 1988 , provides that no motor 

vl'l1icle, the laden weight of which exceeds the gross weight of the vehicle 

specified in the cer·tificate of registration. llC' allowed to ply in any public 

place. 

Out of 1395 check reports tc.-;t-checked in 14* check-

posts, for the period from 1991-92 to 1993-94, in 416 cases overloading was 

noticed which would normally entail unloading of excess weight and 

imposition of spot tine. Hut non-cxistenn· of spot fine system in the State 

not only enabled the vehicles of other· States to proceed with the excess 

weight but also resulted in loss of rev.rnue. 

* Kaliakkal'i/ai, A111hara111palaya111. (;11(1ala1 •11 • '" i.. r •. C/101·adi f/11) , /\Jd 'hai·adi (Our) , 1111.1111· (111), 

1/11.1·111· (011(). lla1111ari. 1himr hi1ra111hal<1111 / " 111/, /'111111w11allt•t'. (;11da/11r. /\"atpadi and llani(Jct. 
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5.2.5(b) No11-provisio11 r~l departmental weigh bridges 

The correctness of the weight carried by a vehicle and 

the quantum of excess weight determined for the purpose of levy of 

compounding fee , could be ensured only when the check-posts were 

provided with depaiimental weigh bridges. However. it was noticed that 

eleven* out of fomieen check-posts test-checked , were functioning without 

departmental weigh bridges. 

The fact that the check-post~ with departmental weigh 

bridges had brought out more number of chcc reports on excess load ( 177 

case.· out of 294 check repo1is) as compared to check-posts without the 

above provision (242 cases out of 995 check reports clearl. indicates the 

need for having rlepa1imenta l weigh bridges. 

5.2.6 

(a) 

Other points of interest 

Short-term licences - Lack of systematic 
procedure for cross verification of tax 
payments 

Vehicles of other States covered by sho1i-tenn licences 

issued hy the respective State Transport Authorities are checked at an entry 

check-post to ensure that the tax due to the State had been paid and that 

the vehicles were covered by valid permits, fitness ce1iificates and 

insurance ce1iificates etc. However, no register was maintained for 

recording the paii iculars such as the vehicle number. the demand draft 

number through which the tax was paid and the period to which the 

* Kaliakka vilai. A111bara111pa/aya111, < ;opa/apuram, K. (;.( 'ha vadi (111), K.<;. Cha vadi (Out). 
lla1111ari, Thiruchitra111ba/a111, 1'111111<111/lll/cc, <;uda/ur. Kalpadi and Ra11ipcl . 

. . 
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short-term licence was issued etc. in any of the check-posts test-checked. In 

the absence of any such record , the correctness of the tax paid , the fact of 

receipt of demand draft and its realisation or otherwise could not be linked 

and cross verified with the records available in the office of the Transport 

Commissioner. 

(b) Inadequate arrangements for safe custody of 
cash 

Tamil Nadu Treasury Code Volume I provides that 

money received on behalf of Government and not remitted immediately 

shall be lodged in a cash chest embedded in a wall. 

Test-check of 14 check-posts revealed that cash chests 

were not at all provided in six check-posts. In five, out of eight check-

posts, where cash chests were provided , they were not embedded in the 

wall. The arrangements for safe custody of cash in the check-posts were 

therefore inadequate. 

The a bove points were brought to the notice of the 

Government (June 1995); their reply has not been received (November 

1995). 

5.3 Short-collection of tax 

Under Motor Vehicles Act , 1988, permit is not 

required for a transport vehicle owned by or used solely for the purpose of 

an educational institution which is recognised by Central or State 

Government. However, tax is leviable on such vehicles in the State at the 

rate specified under clause 7(e) of First Schedule of the Tamil Nadu Motor 

Vehicles Taxation Act, 1974. 
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In Madras Region , it was noticed (between October 

1994 and January 1995) in audit that in respect of 45 vehicles owned hy 

ce1iain recognised educational institutions, annual tax for the period I 
. . . ,. 

April 1993 to 31 March 1994 was levied at a rate lower than the prescribed 

rate 1·esulting in sho1i-collection of tax of Rs.40 ,805. 

On this being pointed out (between October 1994 and 

March 1995) , the depa1iment accepted the objection and stated (November 

1994) that a sum of Rs.10,440 had been collected. Repmi on recovery of 

the balance amount has not been received (November 1995). 

The case was repo1ied to Government (May 1995); 

their reply has not been received (November 1995). 
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CHAPTER- 6 

STAMP DUTY AND REGISTRATION FEES 

6. I Results of Audit 

Test-check of the records of the dcpaiimental offices 

conducted in Audit during the period from April 1994 to March 1995 

revealed under-assessments/sho1i-levy of tax, etc., amounting to Rs.69.98 

lakhs in 191 cases which broadly fall under the following categories: 

I. Sho11.-levy due to under-
valuation of properties 78 34.10 

2. Shoii-levy due to incorrect 
classification of documents 18 4.62 

3. Other irregularities 95 31.26 

During the course of the yea1· 1994-95, the depa1iment 

accepted under-assessments etc. of Rs.4. 72 lakhs involved in 42 cases of 

which nine cases involving Rs.2.13 lakhs had been pointed out in audit 

during 1994-95 and the rest in earlier years. 

Two cases involving Rs.2.69 lakhs are mentioned in the 

following paragraphs. 
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6.2 Short-levy r~f Stamp Duty and Re1-:istratio11 Fees 

U11d r the l11dia11 Stamp Act, 1899 and the Indian 

Registration Act , 1908 , stamp duty a11d registration fees 011 inslrn111e11t"i of 

sale are leviable 011 the market value of the properties sold. C11iclclincs 

have been issued by the depa1i111e11t for determining the actual market 

value. l11structions were also issued (July /Octohe1- 1993) h:Y the I nspcctor 

General of Registration to all the Suh-Registrars ''that in respect of sale 

deeds executed by the commercial concerns, (i) the Registering Officer may 

accept the value adopted b_ the Registrant Public in the document, if it was 

two fold or higher than two fold of the guideline value and (ii) if the value 

indicated in the document was less than the two fold of thl' guidelim· value. 

such docu111ents would be rl'fcrred to the District Registrnr for fixation of 

value ·and referring such documents to Special Deputy Collector (Stamp..;) 

under Section 47 A(i) was irregular". 

' (a) In th.c Sub-Registry , T.Nagar, on three documents relating to 

the sale of properties to Tamil Nadu Slu111 Clearance Hoard, registered in 

March 1993, stamp duty and registration fees were not levied 011 the value 

as per the guidelines. Instead the value as fixed hy Tamil Nadu Slum 

Clearance Board aml indicated in the document was adopted , without an y 

specific orders of the Government. This resulted in short-levy of stamp 

duty and registration fees of Rs.1.35 lakhs. 
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011 this heing pointed out (.July 1993) in audit. the 

department replied (November 1993) that the relevant documents were 

referred to Special Deputy Collector (Stamps) in November 1993 for 

'fixation of market value under Section 47(A) of the Indian Stamp Act. 

The case was reported to Government (December 1994 and 

.June ·l995); their reply has not been received (November 1995). 

(b) In the Suh-Registry. Sriperumbmlur it was noticed (April 

1994) in audit that in respect of cc1iain documents registered during March 

1994. though specific orders were obtained (February 1994) from the 

Inspector General of Registration for adoption of double the guideline value 

for registration purposes. documents were registered based on the value 

furnished by the executant resulting in short-levy of stamp duty and 

registration fees of Rs.1.34 lakhs 

On this being pointed nut (.June 1994) in audit. the 

department replied (.July 1994/.J anuary 1995) that the documents were 

referred to the Special Deputy Collector (Stamps) to determine the market 

value of the prope1iies and to coliect the deficit stamp duty and 1·egistration 

fees (April 1995). 

The reply is not tenable in view of the instructions issued by 

the Inspector General of Registration in .July/October 1993. 

The case was reported to Government (May 1995); their reply 

has not been received (November 1995). 

63 



CHAPTER- 7 

OTHER 'I'AX RECEIPTS 

A. URBAN LAND TAX 

7.1 Results of Audit 

Test-check of the records of the departmental offices 

conducted in Audit during the period from April 1994 to March 1995 

revealed under-assessments/short-levy of tax amounting to Rs. I I 0.19 lakhs 

in 93 cases which broadly fall under the following categories: 

I. 

2. 

3. 

Under-assessment/non- · 
levy of Urban Land Tax 

Incorrect grant of 
exemption 

Other irregularities 

·~:: . . . : . . . . . . . . . -:·: . :·. 

· :::No. ofi ?:>: .. }.··· An10.uut.. •• ·. 

73 100.86 

12 6.86 

8 2.47 

During the course of the year 1994-95, the depa1iment 

accepted under-as: essments etc. of Rs.26.42 lakhs involved in 14 cases of 

which two cases involving Rs.2.65 lakhs had heen pointed out in audit 

during 1994-95 and the rest in earlier years. 

A few cases involving Rs.25.95 lakhs are mentioned in the 

following paragraphs. 
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7.2 Non-levy of tax 

(a) Under the Tamil Nadu Urban Laud Tax Act, 1966. as 

amended, lands lying within sixteen kilometl· rs of the oute1· limits of the 

Madras Citv know n as Maclra. Cih Uelt Area. a rc assessable to urban land . . ~ 

tax from fas li 1385 (i.e. l July 1975 to 30 June 1976). Urban land tax is 

levied on the basis of market value of the land as on I .July 1971 upt o fas Ii 

1400 (i.e. 30 June 1991) and on the hasis of market value of lands as 011 

l.07.1981 thereafte r in terms of the Tamil Nadu Urhan Land Tax 

(A mendment) Act. 1991. 

(i) In Tam haram as~;es. mcnt d ivision. urban lands measu ring 

101 grounds* and 1536 square fee t owned by the Tamil Nad11 Electricit~· 

Board were not assessed to tax from the date of application of' the Urban 

Land Tax Act to Mad ras City Ul'lt Area, on t ill' ground that the lands we re 

exempted under Section 29(a.) of the Act as belonging. to State 

Government. As the Tamil Nadu Electricity Board is not a State 

Government department, tax was leviable on the urban lands O\\ ncd h~1 it. 

On the om ission being pointed out (February 1994) to the 

department. the depa1imcnt asses. eel (August and September 1994) the 

urban lands levying a tax of Rs. l.36 lakh. · for 19 fa Ii years from fas Ii 

1385 to fasli 1403 (I .July 1975 to 30 .June 199..i). 

Government to whom the case was reported (August 1994) 

have accepted the audi t observation (February 1995). Repmi on reco very 

has not been received (Novemher · 1995). 

* ( Jnc <;mu"'/ i.' an area cq11fll t11 2411 /J s1111<irc fe et 11f' lflntf 
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(ii) In Alanclur assessment division , urhan land measuring 53 

grounds and 1296 square feet owned by a State Transport Corporation in a 

village and 271 grounds and 114 square fct•t owned hy a registered societ~· 

in three different villagt•s was not assessed to tax. 

On the omission being pointed out (Fehruary 1993) in audit. 

the dcpa1-tment assessed (Novcmher 1994) the enti re land and raised a 

demand of Rs.2.61 lakhs towards urhan land tax fo r 17 years from fasli 

1385 to fasli 1401 (from I July 1975 to 30 .June 1992). Report on recover·~· 

of the amount has not heen received (Novemher 1995). 

The case was repo11ed to Covern ment (April 1995) ; their 

reply has not been received (November 1995). 

(b) Under the Tamil Nadu Urban Land Tax Act , 1966, as 

amended 111 1975 t he urban land in Tinmelveli urhan agglomeration and 

peripheral areas of Salem is assessable to tax from fasli 1391 (I .July 1981 to 

30 .June 1982) onwards at the prescribed rates on the market value of 

lands. 

(i) In Tirunclveli assessment di vision, it was noticed (January 

1992) in audit that urban lands owned hy different persons in different 

survey numbers in six villages were not assessed to tax. 

On this bei ng pointed out to the dcpai·tment (March 1992) the 

department assessed (between .January 1994 and October 1994) the urhan 

land measuring 632 grounds and 2140 square feet levying a tax of Rs.9.67 

lakhs for 13 faslis from fasli 1391 to fasli 1403 (from 1 July 1981 to 30 .June 

1994). RepOli regarding collection of tax ha.., not been received (November 

1995). 
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The case was rep0ticd to Gon·rnment (.June 1995): their 

reply has not been received (No\'elllher 1995). 

' (ii) In Salem assessment division, it \\as noticed (!\larch 1993) 

that the market value of the taxable extent of 151 grounds and 1737 ..;quare 

feet owned by different individuals in two villages , was i11correctly 

computed resulting in sho1i-le\'y of tax amounting to Rs.1.61 lakhs for IJ 

fasli years from fa~li 1391 to fasli 1403 (i.e. I .July 1981 to 30 .June 1994). 

011 the omission heing pointed out (April 1993) in Audit , the 

depa1iment rectified (!\Ila)' 1994) the mistake. The report 011 recovery has 

not been received (November 1995). 

The case was rcpo11ed to Government (.June 1995); their 

reply has not been received (November 1995). 

7.3 Omission to assess urban lauds 

(i) Under the Tamil Nadu Urban Land Tax Amended Act, 1991. 

Urban Lands in Tuticori11 arc assessable to tax from fasli 1401 (I .July 1991 

to 30 .June 1992) onwards at the prescribed rates on the market \'aluc of 

lands as 011 1 .July 1981. 

In Tuticorin Assessment Division, it was noticed (.July 1994) 

that urban land measuring 282 grounds and 140 I square feet owned hy 

different persons and lying in different survey numbers in a town and a 

village was not assessed to tax. 
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011 the omissio11 !wing pointrct out (.July and Sept ' mhrr 199-'l 

in audit, the drpa1imcnt assessl'cl (hrtwecn Aug111\t a11rl Novcmher 1994) the 

laud measuring 214 grounds :mo 828 square feet raising a demand of 

Rs.2.61 lakhs for four fasli years from fasli 140 1 to fasli 1404 (I .July 1991 

to 30 .J u11e 1995). Report on collection of the demand and assessment of the 

balance 68 grounds and 573 sq uare feet has not hecn received (November 

1995). 

The case was repmied to GMermue11t (April 1995) their reply 

has not heen received (November 1995). 

(ii) Under the Tamil l\adu Urban Lan<i Tax Act. 1966. a-. 

ame11ded, from time to time urban land in the peripheral area.., of !\'1acl11rai 

city is liable to tax from fasli 1391 (I .July 1981 to .rn .June 1982) onwards 

on the basis of market rnlur of lands as 011 1 .July 1981. 

It was noticed (.J1111e 1993) in Madurai assessment division 

that urban land measuring 334 grounds and 773 squ:u-c feet held by various 

individuals and companies in different survey numlwrs in a village was not 

assessed to urban land tax from fasli 1391 (I .July 1981 to 30 .Junr 1982) 

onwards. 

On the omission. being pointl·d out to the depa1·tment (August 

1993) and to the Covernmcnt (.January 1994), the ckpa1·tmc11t stated 

(August 1994) that the escaped urban lands was brought to assessment in 

August 1994, raising a demand of Rs.6. 73 lakhs towards Urban Land Ta:x 

due for 13 fasli years from fasli 1391 to fasli 1403 (I .July 1981 to 30 .June 

1994). Repo1i on recovery of the amount has not been received (November 

1995). 
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7.4 Non-assessment of agricultural lands 
converted as building sites 

OTHEJ( 7~\X f(/~'CMl'TS 

Under Section 28 of the Tamil Nadu Urban Land Tax Act, 

1966, in respect of agricultural land conve1ied into huilding sites, the 

owner of such land shall he liable to pay urban land tax with effect from 

the fasli year in which such conversion is effected. Levy of tax shall he on ., 

the basis of market value as on l July 1971 upto fasli 1400 (i.e. upto 30 

June 1991) and on the basis of market value as on 1 Jul 1981 from fasli 

1401 (i.e. l July 1991 to 30 June 1992),in terms of the Tamil Nadu Urban 

Land Tax (Amendment) Act, 1991. 

In Alandur assessment division agricultural lands measuring 

366 grounds and 590 square feet owned by different persons in Velachery 

village lying in different survey numbers though converted into huilding 

sites with effect from fasli year . 1387 (i.e. 1.July1977 to 30 .June 1978) , 

were not assessed to tax after their conversion. 

On the omission being pointed. out (February 1993) in audit, 

the clcpaiiment assessed {July 1994) the lands and raised a demand of 

Rs.1.36 lakhs for. 14 fasli years from fasli 1387 to fasli 1400 (i.e., 1 .July 

1977 to 30 June 1991), at Rs.9 ,705 per fasli. Rcpori on collection of 

demand and pa1iiculars of assessment for the period from fasli 1401 (I .July 

1991 to 30 June 1992) onwards have not been received (November 1995). 

The case was reporied to Government (.January 1995); their 

reply has not been received (November 1995). 
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7.5 Results of Audit 

Test-check of the records of the departmental offices 

conducted in Audit during the period from April 1994 to March 1995 

revealed under-as. cssment of tax amounting to Rs.9. 74 lakhs in 9 cases. 

Findings of a review 011 "Implementation of 

Enteriainments Tax Act in Tamil Nadu" involving Rs.87.01 lakhs arc given 

below. 

7.6 

7.6.1 

l111pleme11taJiou of E11te1tai11me11ts Tax Act in 
Tamil Nadu 

Intro du ctio11 

The levy and collection of c11te1·tainrnents tax in Tamil 

Na du is governed by the Tamil Nadu Entcriainments Tax Act, 1939 and t ht-

rules made thereunder, as amended from time to time. The tax is lcviahle 

on all payments for admission to any enteriainment. With effect from l 

April 1958, the levy of tax under this Act had been restricted to 

cinematographic exhibitions and horse racing only. From I September 

1994 ' Television exhibition' through cable s~1stem has also been brou~ht 

under the purview of this Act. 

7.6.2 Organisational set up 

The overall control of the department vests with the 

Special Commis:ioner and Commissioner of Commercial Taxes. The 

Commercial Tax Officers/Deputy Commercial Tax Officers designated as 

Enteriainments Tax Officers are primaril responsible for the 

administration of the Act. Deputy Commissioners/ Assistant Commissioners 

exercise supervisory control over the implementation of the Act. 
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7.6.3 Scope of audit 

With a view to examining whether thl' Entertainments 

Taxes were assessed properly and collectl'd promptly, the records of 745 

theatres out of 2836 under the jurisdiction of 79 out of 269 

Ente1iainments Tax Offices for the period 1990-91 to 1993-94 were test­

chcckcd between .January 1995 and May 1995. 

The impmiant findings are mentioned in the 

succeeding paragrnphs. 

7.6.4 

(i) Non-fixing of the number of' shows with reference to 

electricity consumption of theatres resulted in loss of revenue of Rs.6.81 

lakhs. 

(ii) 

[ Parngrupll 7. 6. 5 ] 

Excess assignment of net proceeds of Entertainments 

Tax tu local bodies rc~ultecl in reduction of Government's shaa·c of revenue. 

by I~.13.63 lakhs. 

f Paragraph 7. 6. 6 I 

(iii) Non-levy/short-levy of interest for be1ated payment of 

tax amounted to Rs.5.37 lakhs 

f Parngraph 7. 6. 7 I 

(iv) Short-levy of Entc11a inmcnts T ax on dubhcd films 

a mounted to Rs. I .SY la khs. 

[ Paragraph 7. 6. 8] 
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(v) Delay in amendment of Tamil Nadu Entertainments 

Tax Act, 1939, for automatic adoption of status of a local hody as classified 
•· 

by Municipal Administration and Water Supply department for the 

purpose of levy of Entertainments Tax resulted in avoidable loss of revenue 

of Rs.21.41 lakhs. 

{Paragraph 7. 6. 9 l 

(vi) .Entertainments Tax revenue locked up in appeals 

amounted to R .40.04 lakhs. 

. 7.6.5 

[ Paragraph 7. 6. 11 ] 

Levy and collection of E11tertai11me11ts Tax 
under Section 5-A 

According to Section 5-A of Tamil Nadu 

Ente1iainments Tax Act, 1939, the proprietors of pennanent/~emi-

permanent/temporar~' (touring) theatres located in Selection Grade, J o,;t 

Grade. 2nd Grade anci 3rd Gracie Municipalities, Panchayat Tow11.S and 

Panchayat Villages have to pay the tax at the prescribed percentage of the 

gross collection capacity. 

Rule 34-A of the Tamil Nadu Ente1iainments Tax 

Rules , 1939 prior to its deletion from 26 December 1977 had empowered 

the Ente1iainments Tax Officer to specify in the conditions of the permit 

the number of shows for which the tax was payable every week. However, 

in the amended Section 5-A, with effect from 26 December 1977 there is no 

stipulation regarding minimum number of shows per day/week/year on 
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which Entertainments Tax is payable. It has been judicially held * that if 

the Entertainments Tax Officer is not satisfied with the number of shows 

held as indicated in the return, he is empowered to make an asscs'iment 

based on the consumption of power hy the theatre if there was no other 

explanation for larger consumption of elect1·icity. The validit)' of the 

calculation of the actual number of shows by the Ente1·tai111ncnts Tax 

Officer based on 11 units per show was also upheld. 

A test-check of records of 26 theatres under the 

control of four** Ente11ainments Tax Officers showed that the number of 

shows as indicated hy the theatre owners in the returns "as far below the 

normal number of shows calculated on the basis of power consumption, 

during the years 1990-91 to 1994-95. Audit 11nde1iook an exercise of cross-

checking ekctricity con'imnptions in 11 such theatres and noticed that th(• 

number of shows shoi-t-returned worked out to 8541 and the con .... equent 

revenue loss Rs.6.81 lakhs. 

7.6.6 Excess assignment of net proceeds of 
Entertainments Tax resulted in 
reduction of Government's share 

Out of Entertainments Tax collected from the 

proprietors of theatres under Section 5-A/5-B of the Act, such sum as may 

be specified by the State Government in this behalf is payable to the local 

bodies concerned. 

* 

** 

7fi ST(' 27/(ll)IJIJ) - A1111a111a/ai Vs. A.uista11t C11111111i"·i1111cr (C11111111crcial Taxes) 
l\a11chcep11ra111 and <11111/hcr (lligh C111111.Madra"). 

lllw va11i. Ra111a11atlwp11 ram. M 11d11k11/ath 11 r, l'aramak 11di 
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It was noticed in audit that the ente1·tainmcnts tax 

amounting to Rs.13 .63 lakhs was allocated in excess to 13 local hodies 

which resulted in reduction of Government share of revenue to the extent 

of Rs.13.63 lakhs. 

On this being pointed out (March 1995) the n!\pective 

Assistant Commis ·inners (Commercial Ta,xes), passed orders for adjusting 

excess allocation of net proceeds of entertainment tax against the allocation 

of net proceeds of Entertainment" Tax due for the quaiier ending 31 March 

1995 in respect of Myladuthurai and Coonoor Municipalities. In other cases 

the concerned Assistant Commissioners agreed to initiate action. 

7.6.7 Non-levy/short-levy of interest 

As pe1· Section I 0-F of the Tamil Nadu Entcrtai1111u.·nts 

Tax Act, 1939, if the tax assessed under the Act, or any instalment then~of 

is not paid hy a prnprietor or any person from whom such tax is due within 

the time specified in the notice of assessment , the proprietor or the person 

liable to pay . uch tax , shall pay by way of interest in additio11 to the 

amount clue, at the rntc of 2 per cent of such amount for each month. The 

department had clarified (November 1983) that the interest has to he 

calculated from the date on which arrears become due for payment as per 

the original order hut restricted to the amount sustained hy 

appcllatefrevisional authority. 
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A test-check of records in six assessment circles 

revealed that there was omission to levy interest amounting to Rs.5.37 lakhs 

for the belated payment of enteriainments tax as indicated below: 

I. Amhattur 2 3.27.043 27 .04.91to1 2.07.93 1,44,425 15.610 l.2X,li15 
Madra.' 1.24.151 27 .03,92 to 12.07 .93 2X.601 6.695 21.906 

2. Avadi. .W.375 I0.01.XJ to 2X . 1 l.94 I, 12.2X2 I. 12.2X2 
:\h1dra~ 

3. Kanrh~l·- 74.720 I X.07 .HJ to I X.O I. 93 1,57.325 1.57 .J25 
pnram 

(:\'orth) 

4. Sall'll1 5. 19 .BO 14.12.92 to 27 .114 .94 1.11 . 902 56,643 55.259 
(lturalJ 

5. Thim- 2 6.l.07X 20.04.91 to 27 . 12 .92 19.224 19.224 
dll'lll,!Odl' 26A40 20 .04.91 to 2.\.04.92 5.904 5.904 
(Rural) 

6. Thiru- 2 1.43. 191 22 .02.91 to 25.02.92 .H.2X3 1.96X 29 .. \15 

\l'n1111hur 44,995 22 .02 .91 to 25 .02.92 7,093 4X9 (1,()114 

7.6.8 Short-levy of tax on dubbed films 

According to amended Section 4, 4-D. 5-A and 5-B of 

Tamil Nadu Enteriaimnents Tax Act, 1939, with effect from I September 

1994, Entertainments Tax payable on films dubbed in Tami! language, the 

present rate of Enteriainments Tax leviable was increased by 10 percentage 

point. 
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During audit, it was noticed (January 1995 - May 

1995) that the proprietors of 80 theatres under the assessment control of 28 

Ente1iainments Tax Officers had not indicated in their returns in Fonns 

II and II A for the period from l September 1994 to 31 December 1994, 

whether a film exhibited by them was dubbed. However, on verification by 

audit, it was seen that in 13 theatres , dubbed films were nm during this 

period and tax was levied on such films at the old rates instead of at the 

revised rates resulting in a sho1i-levy of Rs. l .59 lakhs. 

On thi'i being pointed out (September 1995) the 

dcpatiment agreed to raise the additional demand. 

7.6.9 Loss of Revenue due to delay in 
reclassificatio11 of local bodies 

According to Section 5-A of the Tamil Nadu 

Entertainments Tax Art, 1939, with effect from 26 December 1977, 

Ente1iainmento;; Tax payable in respect of ever~ show that is held in 

theatres situated in places other than Municipal Corporation and Special 

Grade Municipalities is computed a'i a percentage of the groo;;s collection 

capacity for ever~' show. These M unicipalitic'i and Selection Grade 

Panchayat Tm n an· 'ipecified in different schedules to the Act. llowen·1·, 

under Sect io11 5-H o t lH \<·t , t he proprieto · of a theatre i •i <.'II a1 op 111n 

of pa~ ing < <'Olli(HllllH ·1. n t: ot \ ' I \ '.!.' bas .,, Oii t IL )! "1IS. 

colll'l'.t1011 ap.tl"it. fm : h > irr •s Jl'di 1 ot lu nun hl'r o st°' .1~tll'.I!: 

hl'ld \ I l'll ., e 1 he •raclati1111 o · < !\ l 1111it.:1paht~ 111 p.111d1.1. al 111 t 1 , 
schedule 1 chan°t•d, thL pl'rcencagt al \ hid1 ta 

change. SL•ctim <l-A of h< \ct ibid cmpm er the (.over11111 ·nt to ,unend 

prnspectivcl~ or retrospectivcl~ an) of th<.· schedull'o,; to thr Act. 
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In si:x assessment circles. certain local hodies were 

reclassified by notifications issued by the Municipal Administration and 

Water Suppl~' Depa11ment with effect from ceriain dates hut the 

consequential amendment to the schedules to the Act was issued belatedly 

in two cases on I .J 11 ne 1992 and 24 ;\ ugust 1992. No amendment to the 

Schedule was issued till date in respect of four other cases. 

The delay jn amending the schedules to thl' Act 

re~ulted in ta:\ at the compounded rates heing levied in 22 theatres at rates 

applicahle to the earlier g radations of the local hodies at lower rate. instead 

of at rates applicahll' to appropriate higher grades of the local bodies. 

C onsequently , ta'\ re\en11e amounting to Rs.21.~I lakhs co11 ld not he 

demanded or <.:oll ected . 

On thi., heing pointed out (Fehruary 1995) hy audit the 

deparime nt contended that unk"is the schedules to the Act were amended. 

automatic appli cation of upgraded statu., and co11seq11e nt enhancement of 

levy ''ould not l>l' po.,sihk. 

7. 6. JO(a) No11-registratio11 <d Television exhibition 
tltrougll ca/Jle systems 

;\ ., per S<•ct ion ~-E. ta\'. cakulated at 40 per cent of 

tlw amount <'nllC'ctecl h' wa \ of co11tri h11 tiu n or o.;11 h.,c riptio11 or i11 ..; tallatio 11 

o r : •1 11 wc·t1 111 ch.u ~· c ·• 11• ,1nv ot 111 ·1 C'ha rgeo.; collt'Ct<'rl 1n all\ ma111H·1 

, ·ithm tlw rea..;011ahl1· time fiwd h\' tlw t· ntertainr111·11t... ·1 a Ol'fo_·e1. Ttu 

'l l'I ntorial As.,i.,tant ( om1111.,.,wm·1· ot ( ' ommen:ial ·1 a'\l'., i., to monitor that 

77 



l~'NTUffAINMllNTS TA X OTHl:R T4X /W('J~l/'T.\ 

all cable televisio11 operators register themselves under the Tamil Naclu 

Entertainments Tax Act, 1939 and stari paying dues. 

I\ test check of records i11 42 E11tcrtai111nc11ts Tax 

Offices revealed that out of 432 cable operators, only I 07 operators had got 

themselves registered voluntarily and 50 had paid a security deposit of 

Rs. I 0,000 each. The non-collectio11 of security deposit from the balance 

382 operators amo1111ted to Rs.38.20 lakhs. 

(b) Non/Slwrt-collection of security deposit 

It was noticed that in respect of 29 theatres u11der 14 

Entertainments Tax Offices, security /additional security amounting to 

Rs.6.42 lakhs due 011 account of revisio11 i11 the rates of admissio11/gross 

collection capacity was 11ot collected. 

On this being poi11tl'd out (March 1995). the 

depariment agreed to collect the additional security from the respective 

theatres. 

7.6.11 Revenue locked-up in appeals 

As per Section IO(I) of Tamil Nadu Entc1iainments 

Tax Act , 1939, if an amount due 011 account of the tax under Section 4/5-

A/5-B is not paid by a proprietor or any person from whom such ta~ is 

due, within the time specified therefor in the notice of assessment , the 

arrears of Entertainments Tax can be recovered through any of the 

following methods: 

(i) As arrears of Land Revenue. 

(ii) By app lication to a Magistrate for recovery as a tine. 
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A scrutiny of Demand, Collection and Balance 

Statement with connected records in Audit revealed that collection of 

Entertainments Tax arrears of Rs.40.04 lakhs relating to the period from 

1975-76 to 1991-92 in respect of 22 theatres under the control of 11 

Enteriainments Tax Officers was stayed by the orders of various appellate 

authorities. Action to get the stays vacated and expediting their disposal 

was not initiated till date. 

The ahove points were brought to the notice of the 

Government (April 1995) and their reply has not been received (November 

1995). 
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7.7 

7.7.1 

C. LUXURY TAX 

Implementation of the Tamil Nadu Tax 011 
Luxuries in Hotels and Lodging Houses 
Act, 1981. 

Introductory 

The Tamil Nadu Tax on Luxuries in Hotels and 

Lodging Houses Act, 1981, provides for levy and collection of tax (to be 

known as 'Luxury Tax') on the luxury provided in a hotel in respect of 

every room under occupation by any pe1·son, on daily basis. Where the 

luxury provided in a hotel to any person is charged otherwise than on daily 

basis or per room, the chargeability shall be detennined as per room per 

day and the tax shall be levied accordingly. 

7. 7.2 Inadequate provision to recover the arrears 

According to the provisions contained in Tamil Nadu 

Tax on Luxuries in Hotels and Lodging Houses Act, 1981, an)' tax or 

penalty which remains unpaid on the date specified in the notice of 

payment or after the extended da.te of payment and any instalment not duly 

paid, shall be recoverable as arrears of land revenue. 

(i) In Chingleput assessment circle, a Tamil Nadu 

Government undertaking took over the management of a beach reso1i 

hotel in Mahabalipuram, Chingleput M.G.R. District from a Non-resident 

Indian from 1 April 1989 with arrear of luxury tax of Rs.52,033 relating 

to the assessment year 1988-89. This amount was not paid by the Tamil 

Nadu Government unde1iaking, who acquired the business, as there was 110 

provision similar to one available in Section 27 of Tamil Nadu General 
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Sales 1 ax Act, 1959, for the recovery of arrears of tax from the transferee. 

Absence of provision'.'! led to non-realisation of the amount for more than 6 

years. 

(ii) In Ooty (North) asses~ment circle. the owner of a mini-

cottage was in arrears of tax and penalty of Rupees one lakh for the year 

1985-86. The depaiiment addressed (.July 1987) the Revenue authorities. 

Ooty to initiate action under the Revenue Recovery Act. The Collector 

stated (Februarv 1992) that action under Revenue Recovery Act was not 

possible since the assessec had disposed of all his mornhlc prope1iies in 

1988 and immovable prope1iies in 1989. Therefore , the arrears of tax 

could not be collected. 

7.7.3 Non-levy of penalty for belated payment 
of tax 

The Tamil Nadu Tax on Luxuries in Hotels and 

Lodging Houses Act, 1981, stipulates that the tax payable shall he collected 

by the proprietor and he paid into (he Government account within 20 days 

after the expiry of the month to which the return relates alongwith the 

prescribed return. Where a proprietor liable to pay tax under the Act fails 

without sufficient cause or neglects to pay into Government account the tax 

due from him according to the return or fails without sufficient cause to 

submit a return, the assessing authority may impose upon such proprietor 

by way of penalty a sum not exceeding one and half times the amount of 

tax. 
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(i) Test check of records in 12 * assessment circles revealed 

that tax arrears amounting to Rs.142.48 lakhs were paid by 51 assessees 

after a delay ranging from 9 to 98 days during 1990-91 to 1993-94. While 

assessment of tax for arrears was calculated , no penalty was levied in 

re pect of delayed payments in all these cases. Maximum penalty at 150 

per cent of the tax due amounting to Rs.213. 71 lakhs was lcviahle in these 

cases. 

(ii) Further test check of records in 9 ** as es ment circles 

revealed that in 18 cases the cheques fo1· an amount of Rs.57. 71 lakhs 

tendered by the assessees towards luxury tax during the period 1990-91 to 

1994-95 were dishonored and subsequently the tax was collected in cash. 

For the delay in payments , maximum penalty of Rs.86 .56 lakhs was 

leviable, but was not levied. 

7.7.4 No11-levY. of interest 011 belated payment of 
arrears m mstalmeuts 

According to section 9(1) of the Act ibid, the amount of 

tax assessed for any period shall he paid by the proprietor into Government 

account by such date as may be specified in the notice of payment issued by 

the assessing authority but not later than 30 days from the date of service 

of notice. Where any proprietor prefci-s an appea l against the order of 

assessment before the Appellate Authority, then the assessing authority 

may extend the date of payment or permit to pay the tax in instalment. . 

* 1: agar (/iasl), l 1'g11111re I, t 1:i:111ore II. Ooly ( 1111/t), l'alakkami I, Ve/lore (Rural). 
Ooly (S1111llt). Clti11g/ep11I, Ta111ham111 I , Triplic:a1u: II, U.S. l'11m111 (!iasl) and Nt11!iappa 
Uoad circle. 

ligmore I, 011/y (N11111t). <Joly (S1111lh), Clti11g/eput, Ve/lorc (Uural). 1 ~ agar (liast), 
friplican e II, Vil/11p11m111 II and Ram agar. 
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The Government in their order dated 13 Decemher 

1989 provided that the outstanding arrears of lu xury tax from the hoteliers 

shall be paid in instalments. If it was hetween Rs. JO lakhs and Rs.50 

lakhs, Rs.SO lakhs and Rs.150 lakhs and above Rs.150 lakhs it could he 

paid in 2, 3 and 4 monthly instalments respectively. The arrears below 

Rs. JO lakhs were to he paid immediately. By a suhsequent order dated 17 

.January 1990, the Government increased the monthly instalments from 2. 3 

& 4 to 3, S & 10 respectively and fixed 15 .January 1990 as the elate for 

fixing the monthly instalments. F111iher, Government in their order dated 

11 May 1990 provided for levy of interest at 16 per cent for belated 

payment of tax through monthly instalments. 

A scrutiny of the Government records revealed that 27 

lodges we1·e in arrears of ta:x of Rs.470.11 lakhs as on 16th March 1990 for 

the pe.-iod 1987-88 to 1989-90. A test check of records in three assessment 

circles (Anna Salai, Valluvarkottam and Mylapore) revealed the following: 

(i) In Anna Salai assessment circle, Madras, the 

assessment in respect of a hotel for 1986-87 was not. finalised eventhough 

assessments relating to subsequent years were finalised. The tax due as per 

the returns filed by the assessee for the year 1986-87 worked out to 

Rs.37.28 lakhs out of which Rs.33.01 lakhs were yet to he collected. 

F111iher, the assessee was in arrears of tax of Rs.43.88 

lakhs and Rs.SI. 74 lakhs for 1987-88 and 1988-89 respect ivcly. 

Subsequently the assessee cleared the arrears in to monthly instalments. In 

the ahsence of relevant records relating to the assessment, audit could not 

verify the correctness of the interest charged, if any. 
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(ii) An assessce in Valluvarkottam assessment circle, 

Madras, did not pay the ta:\ of Rs.278. 73 lakhs for the years 1986-87 to 

1988-89 alongwith monthly returns. The arrears were cleared h~ the 

assessee in 10 instalments. However. for the helatcd payment of instalment 

numbers 5 to 9 , interest at 16 per cent amounting to Rs.50,625 was not 

levied as contemplated in Government order dated 17 .January 1990. 

7.7.5 Non-Levy r~f' l11x111)' tax 

/\ccordi1!g to Tamil Nadu Ta\ on Luxuries in llotds 

and Lodging Houses Act, 1981, with effect from 16 .June 1992, where the 

charges collected on luxur~· provided in a hotel an' levied otherwise than. on 

daily basis or per room, the charges for determining the liahility to ta\ 

shall he computed for a day per room based 011 the period of occupation for 

residence, according to the rules or cu ... toms of the hotel. 

In Oot.Y (South) as.<,essment circle, · an assesscc. ''ho 

had 52 double rooms in his lodging house, let out IO douhle rooms to a 

nationalised hank, on monthly rent basis from l May 1991 onwards. The 

contract was being renewed after every 11 months since then. The monthly 

rent charged for IO rooms per month was Rs .. B,000 with effect from April 

1992. The total rent of Rs.3.14 lakhs received hy the assessee by letting out 

these rnoms on monthly rent hasis for the period from 16 .June 1992 to JI 

March 1993 was not included in the total and taxable turnover which 

resulted in short- levy of tax of Rs.47,025. 
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On this being pointed out in audit, the depa1iment 

revised the assessment and raised a demand for Rs.47 ,625 (September 

1995). Fmther repmi regarding collection has not been received 

(November 1995). 

7.7.6 Absence of provision for levy of penalty for 
excess collectio11 of tax 

In four* assessment circles, excess collection of tax of 

Rs.4. 76 lakhs was noticed in 46 cases during the period 1990-91 to 1993-94. 

However. it was noticed that in 26 cases, out of the above. a sum of Rs.4.22 

lakhs was recovered by way of penalty under the provisions of the Tamil 

Nadu General Sales Tax Act as there were no similar provisions in the 

Tamil Nadu Tax on Luxuries in Hotels and Lodging Houses Act. 1981. 

The ahove points were brought to the notice of 

Government (April/J Lille 1995). Their reply has not been received 

(November 1995). 

* Chi11ge/p11t, lfo1111wgar, Mctl11pa/aya111 & Ooty (N1111h). 
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D. BETTING TAX 

7. 8 Results of Audit 

Test-check of records of depa11:mental offices conducted in 

Audit during the period from April 1994 to March 1995 revealed under-

assessments of tax amounting to Rs. 7 .50 lakhs in 3 cases. 

An illustrative case involving a financial effect of Rs. 7 .43 

lakhs is mentioned in the following paragraph. 

7. 9 Absence of provision to levy interest for 
belated payment of Tax 

The Tamil Na du · Betting Tax Act, which was earlier called 

'The Madras Betting Tax Act', was enacted in 1935. Under this Act and 

Rules made thereunder tax is leviable on hettings at meeti ngs for horse 

races. At the initial stage the Act was admini\tered hy the Collector of 

Revenue Dist.-icts. The administration of the Act was later transferred to 

Commercial Tax Department in 1939. 

Rule 7 of the Tamil Nadu Betting Tax Rules stipulates that 

the tax in respect of horse race meetings held at Guindy (Madras) race 

course shall be paid within 14 days of each month in which the meetings 

have taken place. Under Rule 7(4), if the tax is not paid within the 

pr·escribed time, the same is recoverable as arrears of land 1·evenue. There 

is, however, no provision for levy of inte1·est for belated payments. 

During test-check of the receipts under Betting Tax it "as 

noticed in audit (January to April 1995) that Betting Tax amounting to 

Rs.281.15 lakhs for the periods from 1990-91 to 1994-95 (upto July 1994) 
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was paid belatedly after a delay ranging from 5 days to 3 months and 28 

days , hut no interest was levied. 

Had a provision for levy of interest hcen made in the Betting 

Tax Act on the lines of Tamil Nadu General Sales Tax Act, 1959, and 

Tamil Nadu Enter1ainments Tax Act, 1939 , additional revenue of Rs.7.43 

lakhs by way of interest at 2 per cent in respect of the belated payment 

referred to above, would have accrued to Government. 

The depar1ment to whom the case was repor1ed (June 1995) 

have stated (September 1995) that on the recommendations of the Hi~h 

Power Tax Reforms Committee, an amendment to the Betting Tax Act for 

incorporating provision for levy of interest for belated payment of tax had 

been sent to Government for approval. 

The case was repo11ed to the Government (.June 1995); their 

reply has not been received (November 1995). 
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CHAPTER- 8 

NON-TAX RECEIPTS 

A. MINES AND MINERALS 

8.1 Results of Audit 

Test-check of the records of the depai1mcntal offices 

conducted in Audit during the period from April 1994 to March 1995 

revealed under-as. essrnents/shm1-levy of tax amounting to Rs.36.89 lakh~ 

in 38 cases which broadly fall under the following categories: 

:·· <·. 
:··· 

Ne). · hf : Anjomit 
cases (Rs. in ... .. ·•· . . ·. 

lakhs) 

1. Non-levy /'ihort-lev~· 
of rnvaltv, dead renti 
scign.ioragc fee 

25 12.68 

2. Non-levy of local cess 
and local cess surcharge 4 18.17 

3. Other irregularities 9 6.04 
::::-:::·:·· 

38 3~.89 

An illustrative case involving Rs.0.59 lakh is mentioned in the 

following paragraph. 
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8.2 Levy of seigniorage fee instead of dead rent 

Under the Tamil Nadu Minor Mineral Concession Rules, 

1959, as amended from time to time, the holder of a mining lease shall , 

effective from 9 December 1988, pay for the period of lease, seigniorage 

fee or dead rent whichever is higher in respect of minor minerals removed 

or consumed by him at such rates as may be specified in the Rules. 

In Thiruvannamalai District , during the period from I April 

1992 to 31 March 1993, in respect of four mining leases granted for mining 

black/multi coloured granite, the department collected seigniorage fee 

instead of dead rent being higher of the two. This resulted in sho11-levy of 

Rs.58,967. 

On this being pointed out (July 1993) the depa11ment stated 

(December 1994) that notices were issued to the lessees to remit the amount 

and a sum of Rs.2 ,500 had been collected (November 1994) from one of the 

four lessees. The depa1iment fm1her stated (December 1994) that action 

was being taken to collect the balance amount. Repmi on recovery is still 

awaited (November 1995). 

The case was repmied to the Government (May 1995); their 

reply has not been received (November 1995). 
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B. ENVIRONMENT AND FORESTS DEPARTMENT 

8.3 

8.3.1 

Allotment of raw material to user industries 

Delayed exploitation of pulpwood 

Eucalyptus hybrid plantation available for allotment 

during 1989-90 had an assessed yield of 4390 MT, in Indira Gandhi Wild 

Life Sanctuary (IGWLS) Anamalais, hut the proposals sent for allotment 

of raw materials during 1989-90 contained a quantity of 1925 MT only, out 

of which 850 MT only was allotted by Principal Chief Conservatoi- of 

Forests (PCCF), Madras for exploitation. In the same division Eucalyptus 

hybrid coupes whose estimated yield was 1250 MT were proposed for 

allotment during 1992-93, hut no allotment was made in that year due to 

merger of this item with Rosegum and the non-exploited areas were allotted 

in subsequent years. Thus the non-allotment of 4790 MT of available 

pulpwood to user industries during the year, resulted in deferment of 

realisable revenue of Rs.13. 75 lakhs and Rs. 7.55 lakhs during the 

respective years. Besides, fu1iher cycle of felling rotation periods were also 

deferred. 

8.3.2 No11-realisatio11 of dues 

(i) In 1991-92, during the exploitation by Firm ' S' in 

Kodaikanal Divi ·ion, tire broke out in K.K. Odai plantation on 58 

hectares' on 10 March 1992 and in Berijam plantation 011 27.36 hectares on 

27 March 1992 which had destroyed the unremoved pulpwood allotted to 

the firm. The loss on account of this fire was assessed at Rs.9.08 lakhs 

(K.K. Odai plantation: Rs.5.26 lakhs and Berijam plantation: Rs.3.82 

lakhs) and as per the terms of the agreement necessary demands were 
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raised against the firm in .June 1992. However in September 1993, the firm 

made an appeal to the PCCF disputing the claim of District/Oivisional 

Forest Officer (DFO). As of .June 1995, neither the PCCF disposed the 

appeal nor initiated any action to recover the amount of Rs.9.08 lakhs from 

the firm. 

Similarly, while working in "1991 Naduvattam Bit IV 

Eucalyptus plantation in Nilgiris South Oivision". by Firm 'B' fire hroke 

out on 22 March 1993 and a demand for Rs. l.12 lakhs being the loss 

sustained on account of fire was raised against the firm in Nonmhcr 1994. 

An additional demand of Rs.34,506 due to the non-inclusion of IO cubic 

metres of fire hurnt pulp wood and 100 cubic metres of rejects (lops and 

tops) kept in the site was raised in March 1995, on being pointed out by 

Audit. Thus a total sum of Rs. l .47 lakhs was pending 1·ealisation from the 

firm (June 1995). 

(ii) Non-realisation ofpenal levy due to 
11011-removal of : .. llotte~ quantity 

Government in April 1991 ordered that the allotter 

would work all the areas allotted for working without any omission. If 

they fail to work any area allotted to them the cost of the produce assessed 

at the rate fixed by the Government with 5 per cent administrative charges 

plus 13 per cent penal interest was recoverable from them. Government 

also ordered that if the companies declined to work in compact and 

contiguous areas where the yielding in individual plantation was expected to 

be even less than 100 MT, action would ha\'e to he taken to recover the cost 

of wood. 
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It was seen in Audit that in five divisions* the penalty 

leviable in 5 cases was Rs.28.88 lakhs. However, demand was raised for 

Rs.22.32 lakhs only. Even this amount remained unrealised (June 1995). 

The matter was rep01icd to the Government (.J 11ly 

1995); their reply has not been received (November 1995). 

8.4 Loss of Revenue due to shortages 

Sales Depots under the control of Foresters arc 

established by the Forest Department in various ranges for storing timber 

and other forest produces. The stock shall be counted periodically and 

depot books balanced. The Range Offo:ers shall inspect all sales depots in 

their range atleast every six months and DFO atlcast once a year and verify 

whether the monthly returns arc correctly prepared with reference to the 

entries in the Depot Registers. 

A test check of the records of DFO Kanyakumari 

Division at Nagercoil during December 1991 and Janua1·y I 99J and the 

details collected from the Division in respect of Nagcrcoil Sale Depot 

revealed that the annual insp•.:ction of the Depot for the year 1990-91 was 

not taken up by the DFO since the reconciliation of the balance stock figure 

was not completed. However, based on the in~tructions (l\larch 1992) of 

the Chief Conservator of Forest (Wild Life) and Chief Wild Life \Vanlcn, 

the DFO inspected the Depot during July 1992 and found that 916 logs (131 

* Ho.rnr, Kll(/aika 11a/, 'ilgiris (North), \Vild J.((l' Ward('//, /'11llac:hi and Social 
F11rest1:v /)il•isiou, ( '11imhatore. 
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Rosewood logs, 685 Teakwood logs and 100 miscellaneous logs) were 

missing. The missing logs related to the periods 1972-73 onwards and their 

value of sho11ages at Forest Schedule of Ratl's for the respective years was 

assessed at Rs. I 0.11 lakhs hy the Depa1iment. No effective steps had heen 

taken by the depa11ment / Government to make the sho11ages good. 

The matter was repmicd to the Government in April 

1995 and their n~ ply has not heen received (No\'emher 1995). 

8.5 No11-realisatio11 of revenue due to 11011-
di . .,posal of sr~ftwo,od pla11tatio11s 

According to tlw working plan for Tirunelveli North 

Forest Division. for t he period from April 1978 to March 1988, the 

so ftwood plantations attain the maximum grcmth in 20 yea rs. Accordingly, 

the tree felling rotation had heen fixed at 20 years. 

The softwood plantations rai . ..,ed during 1957 and 1958 

in Sirngiri series - Sankaranlrnil range (estimated \'alue Rs.9.20 lakhs) were 

auctioned during l\1arch 198-l. There was no offer for plantations in 1957 

and Block I of 1958. In respect of Block II to Rlock IV of 1958 plantations 

(estimated value R.s.5 .08 lakhs) 1.1ffer.s for a total amount of Rs.5. 13 lakhs 

were received and a part sale amount Rs.2.56 lakhs was also realised on the 

elate of sale (March 1984). However. as the confirmation of .sale was not 

issued within the stipulated period of 60 days from the date of sale (as per 

sale notice), the bidder., hacked out in July, August and October 1984 and 

the pa1i sale amount was refunded to them (October 1985). 

93 ... 



Ii \!llW . & HJRliSTS />Ji l'TT. NO, -TAX RH 'J·:JJ'TS 

When the 110n-realisation of revenue of Rs.5. U lakhs 

was pointed out by Audit (.June 1992), Government replied (Novemher 

1993) that the loss was unavoidable as the contractors backerl out because 

of a sudden deterioration in the quality of plantations due to parasitic 

i11fection and not because of delay in confirmation. Government reply i~ 

not tenable as the offers were withdrawn hy the bidders charing .July 1984 

to October 1984 itself while the parasitic attack was first repo1-ted in 

February 1985, by Divisional Forest Officer. 

Madras, 

L-.a JAN 1996 

New Delhi, 

N 

(NAN DINI Y. KAPDl) 
· Accountant General (Audit) II 

Tamil Nadu 

Count rsigncd 
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Comptroller and Auditor General 
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