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PREFATORY REMARKS 

This report for the year ended 3 1 March 1999 lw.'i been prepare1/ for 

.mhmi.,·.,·irm to the <iovernor under Article 15 I (2) f~( the Con.\·titution. 

The audit nf re,1enue receipts r~f the State <iol'ernment is com/ucted under 

Section I 6 of the Comptroller and Auditor <ie11era/ 1.'i (Duties, Powers anti 

Cmulitim1s '~f S ervice) Act, 19 7 I. This Report presents the re.'iult.'i 'if audit <if 

receipts compri.'ii 11g Sale.\ Tax, Stamp Du ~I' mu/ Regi.tttration F ee.'i, Taxe.'i 011 

Velticle.'i, State E.\:ci.'ie, Agricultural Income ttL\:, Urban La11tl Tax , Other TtL\. 

Receipt.'i mu/ Non- Tax receipt.'i. 

The case.'i m entioned in this report are ammig those which came to notice in 

tire course t~f test-audit of records during the ye11r 1998-99 11.'i well a.'i tlw.'ie noticed 

in earlier year.tt, hut could not he inclutle1l ill previou.'i yeur:i; ' Reports. 
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' -OVERVIEW ··_ ' 

_ . , . This .report, contains·· 2b- ·paragraphs _ (incl~ding _ 2 reviews) -
relati~g- 'to npn-levy/sh'ort-levy· _of taxes, •ioferest,· p_enalty: etc.~ amounting . to 

-_ Rs.63.55 cro're. So_me of the major-findings are mentio.ned below: -
' . . . ' . .. . . . 

1. Ge~eral _ 

' . · (i). --- The _ revenue - raised by - the -- State during 1998-99 ' -
. - ·. amounted to Rs.10782.00 c·rore comprising Rs.962.5.30 crore as; fax rev,enue 

_ ·and. Rs.1156.70 crore as .non-tax revenue. Rs.2408.98 ·crore were receiyed 
· from the- Government of. India as States share of divisible Union taxes and-. 

R·s.1069.85' .crore_ ·as Grants-in-Aid. Sal~s Ta~ (Rs.61 l2.94 crore) formed 'a . 
.-major p'ortion {64 per cent) of the tax revenue of the. State. Interest receipts,. _ 
· dividends- and profits of Rs.409 .24 crore acco·unte~ for j5 per ~ent of th~ n~9~ . 
fax reveriue. 

_ -- { ParaKJ·aph 1. J- /' 

(ii) At the, end _of f998..;99, the. ~rre'ars in "respect ·-of taxes · · 
· -· .- ad_mini'stered by ·the · de-partments of Corrill}ereial · Taxes· and . Religious .
; - Endowments: Home,- Revenue and lndustries, etc~ amounted to Rs.6325.62 · 
' .' crore pf whi~h .·Sales -Ta~ and Mine-s and Mlner.ais togetner ac~ourited for 

Rs.6089.8Icrore'.. · ' · .,,. 

[Pai·axl'aph 1.5/ 

I. 

, . ~ . 

(iii} · Test-"check ~f r,ecords -of Sales Tax, State E~cise, -- / 
Ag~iculturai Income Tax, ,Land Revenue,· iJ t_ban L~nd Tax,' Taxes _on Vehicles 
and other· - departmental offices· - conducted · -_ during· -the year 
.i 998:-99 revealed under~a'ss~ssmerits, . _short-Ie'v:y, foss of revenµe, etc,,· . 
-amouqting.to _Rs.9138.27 la!<h in 2623·cases. ·· - · · · · 

. . ' -

' - .. , ... 

_ -. ·(iv) -As at the end -of June 1999,' 4084 Inspection ~eports• 
issued up~o December -l 998 containi~g 15163 ~udit- obser.vC1;tions ~ith ~on~x 
value ofRs.327.54 crore were pending settlement with various departments.' 

. ' -. I Paragraph !.- 11 } . 

-, . 

,. 

'· . 

- ... " ·. ~-.;... . , . 
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· ·2. ' · .Sales Tax -. , .. 

A) : . A revi~w on.;'Levy, .CoUe~tion and Re1~ittance of Tax by · .· 
Gqyernment Departm~nts" .~e.veale,d: · ,,. · · · . 

(i) · · 111 16 ~ffices, .c6ncessiqn~I r~te was Incorrectly allowed 
· on ·sale :of pulpwood,·· ba1nboc\ etc. on a .tun:10ver· of Rs._3J02.86 Iakh di.iring

.' . ,.1992-93 ·to 1996.,.97 .. This· resuhed in 's\10rt:.c0Jlecti.Qn· of.tax. of Rs. J 90,77 lakh. · 
' , ' ·;: . ',! '• , I . • ';_ . \ •, . . • . 

.~;·.' 

. ' 

. . ' . . (ii). . Incorrect exemption w·ant~d during, the ye~I:S' I_ 997-93 tt) 

1996-97 in 4 offices cm a· turnover of Rs. 1451. J.5 lakh resl.1lted in non.:levy l'if 
· tax·ofRs.42,82.lakh. · . · · .. · · .~:.' - . · · · ,· · .. ' , 

'. 
· f i'aragrdph 2.2.6/ . 

,· . : . . /. 

, . / ' · -.. (iii) Adoption .'of in,correct rat·e · of tax ·resulted· in . sho~t . · 
: _: colle.ction o(ta.x amounting to Rs. I J .50. lakh in 9 offices during the years· 1992-

. · · 93 to· 1996-97: ' . · · " · ' · .. · ' · · . · • 

. . ' 

. :/ 

" .[. !'araxrd/Jh 1: 2. 7 / .. , 
\. 

'I ·" 

. . B) (i). IhcoiTect "cla·s~ifi.catioi1. o-t: .. rec~ml?ined - 1~1ilk, 
.valuing Rs~304.23 crore· as exempt~d·g~ods in 3 assess1i1ent ·cii-Cles during th~ . 
ye~rs 1994.:.95 to,.1996-97 ~esuhed_i.t1 non-levy of tax; of Rs:5D.W crore .. · ...... 

,. ·. · · · · · · · / l'w:agr~tph 2.3/ · 

. ·' 
., . 

.. . (ii) ..... rnco~rect 'e~emption grant~.d- to 22 dealers.a:n, sales made 
during l 990-91, 1993-94 io 1·996:-97 ~esulted. in non-leyy, of tax .ar~1ounting to 
. RsJ 34.41 lakh. 

·I . · .. / l?ati1grl1ph 2. -1 / . . 

. (iv) · Application~.of incorrect._rate o~·tax on' sale· ·.o·r :various 
· ' · goods in 20 assessment.'circles .. during 1990-91 to 1996-97 re·sulted in short

.. lery oftax of Rs.3J .39 lakh. 

., . -f ParaKJ·aph 2. 6 / 
,·1 • ' 

' (v) ·incorre~t- ~ompu't~tion 9rtax in 7 .cases· duri.ng the years-. 
1991-92-to f99~_97 resulted in-short le\iy ofRs:12.95 lakh. · : -. . . ~ , 

. . . , 
- '· . 
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. ; , / Paragrap{1 2. 7/ . 

. - . ' . . ·' 

. · · . (vi) . fo 8 asses'sment circles: interest of Rs. lQ.52 lakh was.not 
l~vied' for bel~te~ pay1nent- of~ax· in r~spe~t, of .9 d~aler.s·.. . . :' . . . . ' . . . .. : .. 

-. 

Other !~x .. Rec~i~ts . 
. A, Taxes on vehicles 

I', 

•. ! 

'· 

'/Pw:agrcrph 2.N/. 

• 

. , 

· · (i ). · · .. - . Incor~ect · classitkaii011 of. "162 light Motm ~vehicles as 
. 1liaxicabs,.ip 2 assessment c_irci(:'.s: resulted in sho~ levy of Rs'.134: 13 iakli. · . · 

. • ' • ,. . • • •. I 

. I 

I ~ ' ' 

'(ii) ·. 1n· 9 ~egions,. in respect or 3s1 v.ehictes .dtiring 1991-.98; 
.. fi~e for o~er1oading. was. either· not"levied or levied at the,.prerevi'sep' rates: 

which resulted' in non-fevy/sh9rt levy of ~ne of Rs. I ~.22 _lakb. ' . . . . 

" ' , , / pat·aKl'aph 3. 3 t .. , 
. .. " . ,· . 

B. Urban Laiid Tax. · 

· · · _ (i) • Q.1~1issio!l· to assess ~rban la~ds in 4 oftice$ resulted in · . 

•.' 

, I 

'. 

. short~ levy of tax of Rs.J l. 86 Iakh. · . . . . 
.. . .. . " : 

"'' :f 1'~t1:ag1i1ph 3 . .5 J 
~ - J ' . • ~ 

' · .. (ii) . ln<?orrect exemp~.iqn of .lan_d,s owned. J?y· Tamil Nadu. 
, . Housing Board resu~t<:'.d in rion-levy of Urban Land Tax ofRs.16.05 lakh._.. · .. 

I ' • •• \.. • ( t ' ' I • • • ' r 

, ._... ... 

" \ 

· [Pariigraph 3. 6 / . 

• f , . c: Agri~ultm:al. hu;~me 1)1\ · :· 
. ' ~ . 

-.: I. 

'I .(i)_. ~her,e was a shprt _l.ery ot'Rs:l O lakh .. due to computatioJ1 
. error. ,. 

1.· 

·. · / Paragtaph· 3: ~ f 

. I .... J • 

· 4. · - No.n-Tax Receipt~· ·' 
.. I 

. ~: Mines and Mi9~rals · " r 
> . 

• .. 

. · . . .·(i): ~on.:c.ollection of dues from· Tainil N(ldu· ·. MagIJ.~site . 
·Limit~d, for the ye,a~s· l 993-9~l',to -1-997-98 amounted to Rs.130.20 lakh.: . 

'f 
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· (ii) J,.,evy of licence fee,. during the years 1992-93 fo 1995- · 
96 and I 998-99'at the rates applicable to: a fresh, licence instead of treating the • 
lease. as a continuation resulteo in. short-collection of Rs:223·:10 lakh from· one 

I • I " 

assessee. 

{Paraxraph f. :!. 7 / 

(iii) In two districts, in respect o( 5 assessees,• seigni.orage: · 
fee/dead rent for the period. J 995-96 to 1997-98 were either not levied or 
levied short resultin·g in .non/sho11 levy of Rs.47.80 lakh. 

. f Pa/·aKra1jh -1.2.8/ · -· ' 

(iv) "In eight district( for the belated .J:>ayment of dead rent, 
·interest ~mounting to Rs.24.10.lakh was not lev.led. · 

• ' - ~: I • • • \ • ' .. 

(v). Om.mi'ssion to levy local cess and local cess surcharge 
for the peri~d I July 'r 990 to 4 April 1991,,in respect of 22 lessees resulted i11 

. non-Iev:y of Rs.1.2. fJ lakh'. 

. f ParaKJ;aph -I. 2. I 0 / 

B Housing and Urban and . Development and ·Revenue 
. i>~partm¢nt 

Failur~ ·to. ~risure the· colle~tion. of seignior"cig.e fee ·.for earth · 
quarried from go~ernment lands led to non-coliection of dues of Rs.46..92 lakh. 

. ·:A • . . • . .. . • 

.. 
. /PamKi·aph ./ 3 / 

C Agriculture Depa~tiuen.t 
. ~ . ' " 

. . .. ~elated communication of the Government o~c;lers to, the field 
officer led to a loss of revenue ofRs.37.52.lakh. 

,,. ' · · f ParaKraph '-I. -I/ 
.. 
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D Higher Education Depart1i1cnt 

Delay in finalisation of lease tent for Goverhment buildings· 
transferred to private polytecht;ics _led to ~·on:..realisation of government dues of 
Rs.28.70 lak~1. 

, /ParaJ.[raph -1.5/ 
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- :. 

The tax and non-tax revenue raised by the Government of Tamil 
Nadu during the year 1998-99, the share of divisible Union taxes and grants-in
aid received from the Government of India during the year and the 
corresponding figures for the preceding two years are given below: 

II 

* 

** 

Revenue raised by the 
State Government 
(a Tax revenue 
(b) Non-tax revenue* 

Receipts from the 
Government of India 
(a) State's share of 
divisible Union taxes 
b Grants-in-aid 

7983.45 
885.45 

2165.50 

926.88 

of 11961.21 
(11947.91) 

(Rupees in crore) 

8685.64 
1121.87 

2728.30 **2408.98 

1051. 14 1069.85 

13516.95 
(13570.94) 

72 

14260.13 
(14232. ll) 

76 

Figures in brnckcts representing non-lax revenue include receipts from lollerics ne1 
of expenditure on prize winning tickets. 

For details please sec S1a1cmen1 No. I I - Detailed Accounts of Revenue by Minor 
Heads of the Finance Accounts of the Government of Tamil Nadu for the ' 'car 
1998-99. Figures under the Head ' 0021 - Taxes on Income other than Corpor.i1ion 
Tax - Share of net proceeds assigned 10 Stales· booked in the Finance Accounts 
under ·A - Tax Revenue' have been excluded from revenue raised by the S1a1c and 
included in S1a1e' s share of divisible Union laxes' in this Statement 

·, 3 



(i) The details of tax revenue raised during the year 
1998-99, alongwith the corresponding figures for the preceding two years, are 
given below. 

Ru ees In crnre 

'ffe~ds 4)f revenue 1996-97 ; 19.97-98 ,,93?99 Perrentage of 
·:.-·:·~· iucreas~ (+) 

or ~c~~~,a,s~. 
(-} in f 998-99 
over 1997-9'8 

I. Se1 les Tax 534 1.07 5603 .79 6 112.94 {+) 9 
2. State Excise I 063.07 1299.85 1709.81 (+ ) 32 

3. Stamp Duty and 590.60 631 .55 672.52 (+) 6 
Re ristration Fees 

4. Taxes on Vehicles 425.42 469.69 518. 14 (+ ) 10 
5. Land Revenue 18.77 60.31 28.29 (-) 5) 

6. Taxes on Agricu ltural 13.86 39.36 38.53 (-) 2 
Income 

7. Taxes on Immovable 9.97 10.96 14.18 (+) 29 
Property other than 
Agricultural Land 
Urban Land Tax) 

Others 520.69 570. 13 530.89 (-) 6 
TO'FAtN ·. 

7.983.45 :.:: ·.•. 868S.64 · 9625.-30 + II 

No specific reasons for variations in receipts during 1998-99 as 
compared to 1997-98 were intimated by the Commercial Taxes department. 

The reasons for variations under Urban Land Tax and Land 
Revenue though called for from the departments have not been received 
(September 1999). 

(ii) The details of non-tax revenue realised during the year. 
1996-97 to 1998-99 are given below: 



I . 

2. 

3. 

Interest Receipts. 
Dividends and 
Profits 
Crop Husband ry 
Forestry and Wild 
life 

4. Non-Ferrous 
Mining and 
Metallurgical 
Industries 

5. Education. 
Sports. Art and 
Culture 

6. Others 

3 
~·· 

4 
•./ 

.171 .2 1 504.70 

59.78 65 .56 
52.73 43 .66 

70.78 89.94 

3 1.57 33 . 13 

299.38 384.88 

5 ·.·. .,. 
~ 

-1 09.24 

73.48 
64.00 

I 01.04 

38.29 

470.65 

(Rupees in crore) 
·:·. 

Pcrtcntage of 
itlc1·ease ( + ) ·· 

. or clecreas.e 
(-) _in 1998-99 
over 19?7-98 

6 
(-) 19 

(+) 12 
(+ ) 47 

(+) 12 

(+) 16 

(+) 22 
-:·.::: 

:5\885:.45:''· l121"~8i\\: ·'1'156.70 f. :··. (+) 3 

The decrease ( 19 per cent) during 1998-99 in respect of Interest 
Receipts, Dividends and Profits as compared to the receipts of 1997-98 was 
due to decrease under "Interest realised on investment of cash balances" and 
also non receipt of"lnterest from Public Sector and other undertakings". 

The reasons for variations in respect of Forestry and Wild lite. 
Non-ferrous Mining and Mettalurgical industries, Crop Husbandry and 
Education and Sports, Art and Culture where it was substantial, though called 
for from the derartments concerned. have not been received (September 
1999). 

The variations between budget estimates of revenue for the year 
I 998-99 and actual receipts under the principal heads are given below: 

5 



(Ru11ees in crore) 
\$~:::·'. ··uead$ .. ~f,rtvenue.'.. :;~BUdget · · 'J\dlials ·' Variations. · P-ertenta~e · ··. .. .· • .. .·. ,. 

·'in~r~.3stt {+)' . : .. N~ .··: .. ·:: .. · . ,,, .. r.s(i~afn, ~ .. : 'of \'arhe•ion .. ·.-:• "· , 

: ;;;;=~:;;?~:: .v· tA·::<~f)i?.~·- ~- « ~. •.: ·?4 d.erna~e ( .. ) -.:: .. .. ·,;exrrs~ ( +) , 

~)> . :·. ·=.:.: .. :::.c·d)::d:~;~: ·: · .. _ .. . ;·. •.· ... ;~. ·. . :-: 'shorffoll (-) ,,: .. ~-...... . .. ,, .. 
. =·'·'·}='\. ,.\; · ... ·<<2' ·:. . • ·":-. 3 

. .':: 4 ·.;;:«- .. 5 6 .· :.;· 

I. Sales Tax 65 17 ()() <' I 12 94 (- ) 404 06 (- ) 6 20 

2. State Excise 1552.00 1709.8 I (-!-) 157 8 I (+ ) 10 17 
.., 

Stamp Duty and (>75 .00 672.54 (-) 2.48 (-) fU7 .> . 

Re,gistration f" ccs 
4 . Taxes on Vehicles 539.00 518. 14 (-) 20.86 (-) :1 .87 
5. Land Revenue 35.00 28.29 (-)6.71 (-) I 9. 17 
6 . Taxes on 18.00 38.53 (+) 20.53 (+)114.06 

Agricultural 
Income 

7 Taxes on 12.00 14. 18 (+)2. 18 (+) 18 17 
Immovable 
Property other 
than Agricultural 
Land (Urban Land 
Tax) 

8. Other Taxes and 193.00 178.08 (-) 14. 18 (-) 7.:15 
Duties on 
Commodities and 
Services and 
Taxes and Duties 
on Electricity 

9. Interest Receipts 349. 17 .409.24 {+) 60.07 (+) 17.20 
10. Non ferrous 104.90 101.04 (-) 3.86 (-)3 .68 

mining and 
Metallurgical 
Industries 

11. Crop Husbandry 68.30 73.48 (+)5. 18 (+ ) 7.58 
12. Roads and 13.27 17.95 (+) 4.68 (+)35.27 

Bridges 
13 . Major and 4 .82 8.25 (+) 3.43 (+ )71.17 

Medium Irrigation 

State Excise The increase (I 0 per ·cent) was due to increase in 
upset prices for Indian Made Foreign Liquor shops. 

Agricultural lnco•e Tax The increase ( 114 per cent) was due 
to higher price of Tea Crops. 

The reasons for variations in respect of other heads though 
called for from the State Government have not been received (September 
1999). 

6 



The gross collections in respect of major revenue receipts, 
expenditure incurred on their collection and the percentage of such expenditure 
to gross collections during the years 1996-97. 1997-98 and 1998-99 along with 
the relevant all India average percentage of expenditure on collection to gross 
collections for 1997-98 are given below 

I. Sales Tax 

2. State Excise 

3. Stamp Duty and 
Registration 
Fees 

4. Taxes on 
Vehicles 

199(1-97 
1997-98 
1998-99 
1996-97 
1997-98 
1998-99 
1996-97 
1997-98 
1998-99 
1996-97 
I 997-98 
I 998-99 

5341 .07 
5603 .79 
6 11 2.94 
IOhJ .07 
1299.85 
1709.81 
590.60 
631 .55 
672.52 
425.42 
469.69 
518.14 

·:·.··.: 

64 59 1.21 
69.69 1.24 1.28 
99.45 1.62 
12. 12 1. 14 
11 .70 0.90 3.20 
15.55 0.90 
34.66 5.87 
34.27 5.43 J 14 
53 .94 8.02 
12.38 2.9 1 
16.03 3.41 2.65 
21 .69 4. 19 

The details of assessment cases in respect of Sales Tax and 
Agricultural Income Tax pending at the beginning of the year, cases due for 
assessment during the year, cases disposed of during the year and number of 
cases pending finalisation at the end of the year 1998-99, as furnished by the 
department are given below: 

7 



(f ~If J :j ' 11!,,:r ';'/:::-.;:,=:=:==,,,,,,,,,"' :R~~l~ :~~;I~ ~~f.r~:. 
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Sa les 50.427 1.-1 5.<11.l I . % .OW l.61 .X:'4 .l-l.20f1 
Tax 

2 Agricul- -l2 -l . I ll.l -l . 1-l:i -Ul:l.l 11 2 
tt1ral 
J ncomc 
Tax 

As on 3 I March 1999 arrears of revenue pending collection 
under principal heads of revenue as reported by the depa11ments were as under. 

I. Snlcs Tax .510-115.lJX 

' 

J0-16 1 S.<,J Out of Jhc total arrears of 
Rs.5 10-115. 98 lakh demands 
amounting to Rs. LOOO:'i(1.X-l lakh 
were covered under Revenue 
Recovery Acl. Rs.21-1061 .8-l lakh 
were stayed by High Court :rnd 01hcr 
judicial authorit ies/Gover11111e111 
Recoveries amounting to Rs.252.R-l 
lakh were held up due to 
rectification/review applications. 
Rs.56%.JJ lakh could not be 
recovered 011 acco11111 of the 
assessccs becoming insolvent. A sum 
of RsJno I .X-l lakh was likely to be 
\Hillen off and a s11111 of 
Rs.16X9-l5.M> lakh was under 
various stages of recovery. A sum of 
Rs.12700.63 lakh had since been 
collected November 1999). 



2 

J . 

-t . 

M ines and 
M inerals 

Stamp Duly 
and 
Rcgist ral ion 
Fees 

State Excise 

, ' 
.. : ' 

I 'i: I 

Urban L;111d 
Tax 

525J.X-t 

-t700.J6 

I Rs •JX5<i5 51 lakh a ' " 111 Cl f 1 

I Rs. IO-H12.<i'J lakh \\ as CCl\ creel ll\ 
Re\'cnuc RccO\ cry Act. Dc111n11ds 
a111011111i11g lo Rs.5220.0(1 lakh were 
CCl\'crcd b~ s1a~ g1 n111ed b~ High 
Coun and other j 11c.l1cial a111 hori11cs. 
De111ands ;1111011111ing 10 Rs.2 11 .<•-' 
lakh \\ ere CO\Crcd b~ sl a~ gra 111ccl h~ 
Go\'eru111c111. A s11111 of Rs.o.5•J lakh 
could 1101 be reco,·ered on accou111 or 
lhc ac;scssces becoming 111soln:111 
Rs. l'J-t 97 lakh were likd~ 10 be I 
writ1en o!T. Rs.XH 55. IX lakh \\ e1-c 
under ,·;ino11s sta!!eS of n.:cm·e~ . A 
s11111 Clf Rs.21UX lakh had since been 
collected (NoYcmbcr I 'N'J). 

xo:u n Ou1 Clf the total arre;irs of RsX1?1J. 78 
lakh. de111a11ds amo11111111g 10 
Rs.:qn lakh ''ere <.:on~rcd under 
Re,·eu11c Rcco\'e~ Act. A c;11 111 Clr 

I 
RsA<11JX. % lakh " ere under regular 
process of collecl ion A c;11111 of 
Rs. IXX.X2 lakh had since been 
collcclcd (November I 1J1J1J ). 

5253.X-t Out of the total arrem s of Rs.5253.X-t 
lakh. demands ;1111m111t i ng to 
Rs. l-tJ5.:n lakh were co,·cred under 
Revenue Rcco,·e~· Act. A s11111 of 
Rs.r16-tA7 lakh was stayed by High 
Court and other judicial m11hori1ics. 
Rcco,·cnes of Rs.6.t.2-t lakh \\ ere 
held up due 10 reel i licat ion/ re' 1c\\ 
application. A sum or RsA .. 12 lakh 
could not be recovered 011 accou111 of 
asscssccs becoming insoh·cnt. 
Arrears of RsAIJO. ~'J lakh ''ere 
likely to be wri tten off. A sum of 
Rs.25•>-t.K5 lakh was under re~ular 

process of collection. 
20JX.llX Out of the total arrears of Rs..t 71111.36 

lakh. demands a111011uti11g to 
Rs.2HH1K lakh were stayed b~ High 
Court and other judicial authorities. 
Arrc;1rs :11no1111ti11g to Rs. I02. % lakh 
were likel~ to be '' ri11e11 olT. A s11111 
of Rs. l-t75.6<1 lakh had since been 
collected. Balance amo11111 of 
Rs.CJ7lUl<1 lakh arc under \'arious 
process of collect ion. 

') 
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6. 

7. 

8. 
! 

-

9. 

Laud 
Revenue 

Agricultural 
111co111e Tax 

Entertain
ment Tax 

Taxes 
vehicles 

Oil 

3309.52 

741AJ 

558.0J 

333.06 

':: .... 5 . .. .. ·~.·.·,-,. .. .. 

NF Oul of lhe total arrc.1rs of Rs.J1tl lJ 52 
lakh arrears of Rs. I 068 44 lakh were 
covered by st<1y granted by High 
Court nnd other judicial authori11cs. 
A Slllll of Rs.1976A 7 l<1kh \\ere 
under regular process of collection. 
A sum of Rs.264.6 1 lakh had !>ince 
been collected (Nove111bcr 19119). 

28J.OO Out of the totnl arrears of Rs. 741 ·B 
lakh demands amounting to 
Rs.201 .88 lakh \\ere covered under 
Revenue Recovcl") Act. RccO\ cncs 
n111011nting to Rs.205.09 lflkh were 
stayed by High Cou11 e1nd other 
judicial authorities. Rs.8J.5 l lakh 
were likclj to be written off. A s1n11 
of Rs.250. 9.5 lakh were under 
various sta~cs of rcco\'cr\·. 

J39.89 Out of the total arrears of Rs.55X.OJ 
lt1kh denrnnds a111011nting 10 
Rs.J1J.84 le1kh \\ere co,·ered under 
Revenue Recm·el") Act. Arrc;1rs of 
Rs.244.6 1 lalth were co,·ered b~ sta~ 

granted by Courts. Rs.OA7 lakh 
were co\·ered by slay granted by 
Government. A sum of Rs.0.27 lakh 
were held up due to 
rectificat ion/review applica tions. 
De111aJ1ds amounting lo Rs.0.6 1 lakh 
could not be recovered as the 
assessees have becoming iusoh cnt. 
Rs. 16A2 lakh were likcl~ to be 
written off. Demands amouning to 
Rs. 168. 9 l lakh were under various 
stages of rccovcl") . A su m of 
Rs.86.90 lnkh had since been 
collected (November 1999). 

172. 7 1 Out of the total arrears of Rs.JJJ.06 
lnkh. a sum of Rs.254.!D lakh are 
covered under Revenue Recovcl") 
Act. Demand amounting to Rs. 12.60 
lakh were stflyed b~ High Court and 
other judicial authorities. Arrears 
nmounting to Rs.8.72 lakh \\ere 
likely 10 be wri11en-orr. A s111n of 
RsA8.66 lakh wns under regular 
process of collection. A sum of 
Rs.8.25 lakh had since been 
collected (November 1999). 

lO 



I 2 
10. Taxes and 

duties on 
electricity 

11. Luxury Tax 

12. Betting Tax 

3 .. 
309.51 

11 l.90 

I l.61 

4 
167.91 Out of the total arrears of Rs.309.51 

lakh a sum of Rs.20~. 82 lakh 
towards electricity duty was due 
from three Rural Electric Co-
operat ive Societies. Demands 
mnounting to Rs.55 41 lakh \\ere 
due from the erstwhile ThanJan1r 
Municipal Electrical undenaking 
and demands amounting 10 Rs..+5.2R 
lakh were due from the erstwhile 
Madurai Municipal Electrical 
Undertaking. 

26.41 Out oft he total arrears of Rs. l 11. 90 
lakh. demands amounting to 
Rs. 18.61 lakh were CO\ ered under 
Revenue Recovery Act. Rs. I !U5 
lakh were stayed b) High Court and 
other judicial authorities. Recoveries 
amounting to Rs.2. l I lakh \\ere held 
up due to rectification/ revie" 
applications. Demands amounting to 
Rs..+ 7. 71 lakh were under various 
stages of recovery. A sum of 
Rs.25.22 lakh had since been 
collected (November 1999). 

.t. 75 Out of Ute total arrears of Rs.11.6 1 
lnkh. demands amounting to 
Rs. I Cl. 91 lakh were covered under 
Revenue Recovery Act and a sum of 
Rs.0.70 lakh was likely to be wrillen 
off. 

The details of cases of frauds and evasion of taxes pending at 
the beginning of the year, number of cases detected by the departmental 
authorities (including internal audit), number of cases in which assessments/ 
investigations were completed and additional demand (including penalties etc) 
of taxes raised against the assessees during the year and the number of cases 
pending finalisation at the end of March 1999 as furnished (November 1999) 
by the Commercial Taxes and Religious Endowments Department and the 
Geology and Mining Department are given below: 
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·.;.· 

S:tk'l- Tax 
J i)Enlor-.-<- 49911 57.251<.56 6505 7'J.Ul5 uO 
m.:nt Wing 
(ii)Admim>- 750<· 1.42.44'>.10 c1Jl<O 1.10. 115.!<5 
trntion Win 

2. ~l ining 7 166.60 Kll6 
R.:c.:i ts 

Cil.iieii In ki.Wf\IC!li . 
~,,_.,, • ._..,twnffJJ1V4'~t1if"
(Ofl1plcf~ ~ addltt1mal 

·\J~~n11 ·~fudlf'1{"~1*" 
dll. ~-4 :::-: ,,_. 

Nn 
.. 

Amount 
;:t:.:=:=:-:~:; R' ltl l!ik11 .. , 

6621 1.19.060 .. 11 

7:1.\2 hl.567 21 

15 24.44 

C:-..«..i pei\dlne 
ftna&atfon of 
~1 :·.March''im 
:-·~;;r· ·:·.· ·:·;>~::;::.; 

~., ,\n11M1nf 
·:::: Rllln l ~klt 

4)(74 17.~11 )(~ 

6554 l.1)1).'J'f'I 74 1 

2 1511.21 

Details of amount refunded during the year 1998-99 under 
certain heads of receipts as furnished by the concerned departments were as 
follows: 

· ~~·== 1naclt>- Rawle:;> 
.(h!rU,IJ~. >~=' .oufl.-t~lnt .11t ·::: -_::{:. <:t:qp :::,, ''thi- :==q1i1 (1flht 
,:. $1!ilr 

:~ 

;:::::= ;. .. ·:::::([:. ~j'.;ih AmOOiit Nti :: Amount f'Y(). '\~··i . :N~ .. ,:: t'inffllld . N~ Am.-.llnf 
. (Ri!JR ':} , ::;;; .. :·:: (R..(: iri 

-:·:· 
:~:·: .. · •.-:-: (~~ .. ''(ltot, In (l~~ in 

.,: :-· 
-:-: 

lakh)- : .. laakh} litkh) fafdt) lllkhJ -:::: ·?. ='.~::= .;:::·::·: :::·.· ·-:·. 

I. Sak s 40!<81 1451.J') 45056 6:148.2 1 85937 7799.60 37853 4797.7'> 4!<0!<4 :ioo un 
Tax 

2. ·ra,.cs !<7 12.39 185 24.14 272 36.53 25<· )4 15 I <• 2.J'J 
on vchi-
cl.:s 

J . Agri- 4 2.61 4 2.6 1 4 2.C. I 
cultural 
lm:om.: 
Tax 

4. ~lines 10 235.60 13 25..5!< 63 261.1 l! 37 2533<> 26 7 !<.1 
and 
1-lin.:· 
mis 

Demands for Rs. 11 6.56 lakh in respect of 2486 cases were 
written off/waived during 1998-99 by competent authorities as indicated 
below: 
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~·. . ... ·:::·::::·::;:;:· > .·.• ··:·::· 

.. Name of ihh dcpaa1ment 
:-~::.·=-:·. 

·write oft/Waiver of reven11e 
.· ··:. ·.) 

.. :·· -;:·: 

N().~f'iascs •' Arn~unt Rs.in lakh 

Commercial Taxes 2431 110.94 

2 Taxes on Vehicles 55 5.62 

The number of inspection reports/audit objections issued by the 
internal audit wing pending settlement as on 3 1 March 1999 were as under: 

I. Sales Tax (including 
Entertainments Tax, 
Betting Tax, etc.) 

2. Taxes on vehicles 
3. Mines and Minerals 
4. Agricultural Income 

Tax 
5. Taxes and Duties on 

Electricity 
6. Stamp Duty and 

Registration Fees 
7. State Excise 
8. Land Revenue 

NF - Not furnished. 

1523 

NF 
58 
NF 

250 

288 1 

NF 
NF 

27947 4198.25 

~'F NF 
816 98967.40 
689 760.39 

9 13 2 40 

15308 789.69 

NF NF 
NF NF 

Test-check of the records of Sales Tax, State Excise, 
Agricultural Income Tax, Land Revenue, Urban Land Tax, Taxes on Vehicles, 
Other Tax Receipts and Mines and Minerals under Non-Tax Receipts 
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conducted during the year 1998-99 revealed under-assessment/short-levy/loss 
of revenue amounting to Rs.868 1.54 lakh in 2623 cases. During the course of 
the year 1998-99, the concerned departments accepted under-assessments, etc 
of Rs.337.53 lakh involved in 944 cases, of which 457 cases involving Rs.55 23 
lakh had been pointed out in audit during 1998-99 and the rest in earlier years 
Of these, the department recovered Rs. I 00. 96 lakh in 551 cases 

This repor1 contains 20 paragraphs including 2 reviews 
involving Rs.6354.94 lakh. The department/Government have accepted audit 
observations involving Rs. 125.17 lakh. Of this, a sum of Rs.32.94 lakh ha. 
been recovered (September 1999). Audit observations wi th total revenue effect 
of Rs.5326.65 lakh in 15 cases were not accepted by the departments/ 
Government, but their contentions have been found at variance with facts and 
legal position and these have been appropriately commented upon in the 
relevant paragraphs No reply has been received in the remaining cases 
(September 1999). 

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

(i) The number of inspection reports and audit observations 
relating to revenue receipts issued upto 3 I December 1998, which were 
pending settlement by the departments as on 30 June 1999, alongwith 
corresponding figures for the preceding two years, are given below: 

Number of inspection reports pending 
settlement 
Number of outstandin audit observations 
Amount of revenue involved (Rupees in 
crore) 

337 1 

12160 
244.81 

3710 4084 

14643 151 63 
284.54 327.54 

(ii) Revenue-wise break-up of the inspection reports and 
audit observations outstanding as on 30 June 1999 is given below: 
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·.· 

Sl. Revenue Head Number of outstanding Amount of Earliest 
N-0. ·;: :::. ·:< receipts year to 

· ·<+~\'~,.: !'~~;f:111111~111········ htSJlection Audit involved which 
... ;.;,{::;: , mrn~rui1~r!illJ;rnt ~: ; , - Reports Obse ...... (Rupees in reports - . · .. ;,: ... ; .. ·:. :;-:::\:::•:xi,::~ 

:: >:·.•·>.< .. « ._ .. :·. I:fJ:, vations crore) relate 

.... L ~~1m~ ;}f; iii i. 
6 

: 

i 3 4 .. s 
:::::;:::: .·.•·: ,... 

I. Sales Tax 1837 10380 208.24 I 982-83 

2 . tamp Duty and 908 1406 4.67 I 983-84 
Registration Fees 

.., 
-'- Land Revenue 451 1203 24 11 1987-88 

4 . Taxes on Vehicles 234 497 5.03 I 984-85 

5 State Excise 110 186 5.50 I 987-88 

6. Taxes on 117 413 14.77 I 984-85 
Agricultural 
income 

7. Mines and 118 352 54.58 I 98 9-90 
Minerals 

8. Urban Land Tax 187 547 4 .85 1983-84 

9. Electricity Duty 45 77 4.41 1986-87 
10 Entertainments 45 53 1.20 1984-85 

Tax 

I I. Luxury Tax 23 29 0.09 199 1-92 
12 Betting Tax 9 20 0.09 1991-92 
. :::::::.· .:· mi:~ir . ::·: T()TAL ~. : . . ., 4084 15163 327.54 ~T'?,::--.•. ,,-,: . 

The matter was brought to the notice of the Govenment 
(September 1999). 
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Test-check of records in the Commercial Tax department 
conducted in audit during the period from Apri l 1998 to March 1999 revealed 
under-assessments/non-levy of tax etc., amounting to Rs. 7657.30 lakh in 1835 
cases which broadly fall under the following categories. 

I. Incorrect 1 rant of exem tion 

2. A lication of incorrect rate of tax 

3. Incorrect com utation of taxable turnover 

4. 

5. Non-levy of Surcharge and Additional 
Sales Tax 

6. Other irre<lularities 

7. Review on 
Remittance 
de artments" 

"Levy, 
of tax 

collection and 
by Government 

377 5850.66 

524 I 001.39 

161 177.24 

328 189.60 

144 53 59 

30 1 136.42 

248.40 

During the course of the year 1998-99. the depal1ment accepted 
under-assessment etc., of Rs 229 4 7 lakh in 779 cases of which 4.18 cases 
amounting to Rs.46.13 lakh were pointed out during 1998-99 and the rest in 
earlier years. A sum of Rs.76 .. 28 lakh in 477 cases had been recovered upto 
June 1999 

A review on "Levy, Collection and Remittance of tax by 
Government departments" and few illustrative cases involving a financial effect 
of Rs.55 75 crore are mentioned in the following paragraphs 

19 
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2.2. I brtrmluction 

According to Tamil Nadu General Sales Tax Act. 1959. the 
Centrat or State Government whether or not in the course of business. buy. sell 
or distribute goods directly or otherwise for cash or for deferred payment or 
for commission. remuneration or other valuable consideration sha ll be deemed 
to be a ' dealer' for the purposes of this Act. Government Departments which 
are liable to pay tax under the Act should submit a return in form - I 0 
showing the total and taxable turnover for each quarter and the actual amount 
of tax collected during the qua11er. The return should be submitted to the 
assessing officer along with proof of payment of tax on or before the 25th nr 
the month succeeding the quarter. 

Further. as per Commercial Tax Manual. the Asse sing Oflicer. 
besides inspecting the accounts of the department should also verify the 
correctness of the return submitted to ensure that the rate of tax charged and 
the amount collected are correct Defects noticed in the returns should be 
intimated to the Department concerned for rectification and repo11ing 
compliance. 

2. 2. 2 Orgmri.mtimwl .\·et up 

The Special Commissioner and Commissioner of Commercial 
Taxes is the head of the department and is assisted by Joint Commissioners. 
Deputy Commissioners. Assistant Commissioners who exercise administrative 
jurisdiction over the Commercial Tax Otlicers who are the assessing 
authorities. 

2.2.3 Scope l?f t111tlit 

With a view to examining the extent to which the Government 
departments are observing the provisions of Tamil adu General Sales Tax 
Act. 1959, Central Sales Tax Act, 1956. and the Rules made thereunder. in 
regard to levy, collection, accounting and remittance of tax to Commercial 
Taxes Department. a review of records of various Government depa11111ents for 
the period from 1992-93 to 1996-97 was conducted during the period 
November 1998 to April 1999. Out of 38 departments of the State 
Government, Forest Department is the major department effecting sales and 
liable to pay sales tax having contributed a revenue of Rs.52.73 crorc during 
1996-97. Emphasis was therefore given on forest department. Among 70 forest 
offices. 18 forest offices having substantial sale transactions were taken up for 
test check. 
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There was no information with the Commercial Taxes 
department, about the number of Government departments liable to pay tax and 
submit A- I 0 returns. However as per information ga thered by audit, in addi tion 
to the fo rest department, Central Government departments such as Southern 
Railway and Customs department are also collecting and remitting sales ta'\ 
These offices were also test checked. 

2.2.4 Higliliglits 

Incorrect grant of concessional rate of tax resulted in short
collection of tax by Rs.190.77 lakh. 

I Para 2.2.51 

Incorrect grant of excm1>tion on ')ales r·csulted in 11011-

collection of tax amounting to Rs..t2.82 b1kh. 
!Pam 2.2.61 

Application of incorrect rate of lax in 9 offices during th(' 
year 1992-93 to 1996-97 on a sa les turnover of Rs.293.84 lakh resulted in 
short collection of tax of RS.11 .50 lakh. 

2. 2. 5 /11correct grant<~( conce.'isimwl rate<~( tfu: 

A per Section 3(3) of the Tamil 
Nadu General ales Tax Act, 1959, on sale of 
goods falling under the First Schedule. made by 
one dealer to another, tax is leviable at the 
concessional rate of 3 per cent under certain 
conditions and subject to production of valid 
declaration in Form XVI I received from the 

!Para 2.2.71 

Incorrect grant of 
concessional rate of 
tax resulted in short 
collection of Rs. 190. 77 
lakh 

·•.·····.; 

purchaser. Accordingly, 'Pulpwood' being timber taxable at 8 per cent under 
the Sixth Schedule to the Act is not eligible for conces ional rate . 

• In 16 Onices on sale of pulpwood (falling under Sixth 
chedule) and other goods like bamboos amounting to Rs 3302.86 lakh du ring 

the years 1992-93 tO 1996-97. concessional rate of tax was incorrectly allowed 
which resulted in short collection of tax amounting to Rs. 190. 77 lakh 

Tiru\ annamal:1i (AFF & TER), Th:tnja\ ur, Kmlik:inal, Gml:ilur, Ool) (North & South), 
Vi llupuram (SF & TER), Kanchccpurnm, Vcllorc, Sathya mani.::1h1m, l-lo\ur, Salem, 
Dhurmapuri nnd Park Tm1n-ll (Chcnnai). 
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2. 2. 6 Incorrect grant r~f exemption 

The sale made in the cour e of Incorrect gnrnl of 
export out of the territory of India i exempt from exemption resulted 
levy of tax Under ection 5(3) of the Central ale in non-collection of 
Tax Act, 1956. the last sale or purcha e tax amounting to 
occasioning the export or the goods out of the Rs.42.82 lakh 
territory of India shall also be deemed to be in the ' · ., ..... 
course of such export, if such last sa le or purchase took place after and ' a. 
for the purpose of complying with the agreement or order for or in rela tion to 
such export. 

Further according to the Central Sale Tax (Registration and 
Turnover) Rules, 1957, a dealer may. in support of his claim fo r exemption 
ti.1rnish. a declaration in form ' H' duly filled in and signed by the exporter. 
indicating the agreement number and date entered into with the fo reign buyer 
In order to qualify fo r exemption under the above provision, there should be a 
pre-existi ng foreign buyer 's order and the export should be in pur uance of that 
order. 

It has been judi cially held * that to avail of the exemption from 
levy of tax on such preceding sale. the good. expo11ed . hould be the same as 
purcha ed under the agreement 

(a) In two otlice · (District Fore t Ollice, Tirupattur and 
Salem) on sale of sandal wood logs amounting to Rs.89 82 lakh made by the 
Forest Department during the years 1992-93 to 1993-94 in two cases tax was 
not levied on the ground that the sale ' ere made in the course of export 
the goods involved in the penultimate sale made by the Forest depart ment \\ ere 
Sandal wood logs and those ordered fo r export were fini shed sandal wood 
goods like carvings and handicraft items. the non-collection of ta'\ on the 
penultimate sale by the Forest Department was not in order Thi· result ed in 
non-realisation of tax of Rs.8.93 lakh {tnclusive of surcharge) 

(b) In District Forest ollice, Tirupattur it was furt her 
noticed that on sale of andal wood amounting to Rs 63 .20 lakh made du ring 
1993-94 to a dealer tax was not levied eventhough the sa id sales were not in 
the course of export as the date of purchase preceded the foreign buyer's 
purchase orders TlllS resulted in non-realisation of tax of Rs.6 . .11 la kh 

(c) (i) In other two offices (District Forest Offices. 
Sathyamangalam and Salem), on sale of andal wood amounting to Rs 28 1 11 
lakh made during 1992-93, tax was not levied treating it as sales in the cour e 
of export eventhough the transactions were not covered by any documentary 
evidence 111 upport of the claim of exemption. This resulted in non-rea lisation 
of tax amounting to Rs.25.86 lakh. 

Sterlin~ fon1h v,. S late of Karnata l.ai (,J STC 239 Surrcmc Court 

22 



(ii) As per Section 8 of the Tamil Nadu General Sales Tax 
Act 1959. the goods specified in the Third Schedule to the Act are exempt 
from levy of tax. 

Nellikai , a fo rest produce, which was brought under Third 
Schedule with effect from 5 March 1997 was taxable prior to that date as 
residuary item at 8 per cent upto 16 July 1996 and at I I per cent thereafter 

However it was noticed in the District Forest OHices. 
Sathyamangalam and Erode, that on the sale of Nellikai amounting to Rs. 17 02 
lakh during the years 1994-95 to 1996-97. tax was n?t levied treating it a~ 
exempted goods. This resulted in non-realisation of tax amounting to Rs I. 72 
lakh (inclu ive of surcharge). 

2. 2. 7 Application f~(incorrect rate '~{ tax 

In 9* oflices, tax was short-levied 
on the turnover of Rs.293 .84 lakh during the years 
1992-93 to 1996-97 due to application of incorrect 
rate of tax. The total short-levy in these cases 
worked out to Rs. I I 50 lakh 

2. 2. 8 Omis.,·ion to collect sales taxl.mrclwr;:e 

Adopt ion of I~ 
incorrect rate of :' 
tax resulted in ~! 

short collection of )!! 
~ Rs. 11.50 lakh ffi 

••n •w u .•uwN •••• , .. , .... ,<~# 

nder the Act, re iduary items are taxable at 8 per cent at the 
point of first sale in the State upto 16 July 1996 

Further under the Tamil Nadu Sales Tax (Surcharge) Act. 197 1, 
(as it stood upto 16 July 1996) every dealer li able to pay tax under the Tamil 
Nadu General Sales Tax Act. 1959, on sale or purchase of goods. shall pay 
surcharge at the rate of 15 per cent of such tax. 

Blue Gum leaves, Gall nut and Minor Forest Produces not 
specified elsewhere in the Schedules to the Act are taxable as residuary item 

In two offices (District Forest Offices, Kodaikanal and 
Thanjavur) on sales amounting to Rs.35 1.35 lakh during the years 1992-93 to 
1996-97 (upto 16 July 1996), sales tax and surcharge though leviable was not 
levied. This resu lted in non-collection of sales tax and surcharge amounting to 
Rs.3.31 lakh. 

2.2.9 Failure to watch ."it1hmi.,·sio11 f~{return."i 

Rule 18-B of Tamil Nadu General Sales Tax Act. 1959. 
contemplates compulsory submission of A- I 0 returns by Government 
Departments irrespecti ve of the fact whether there were any transactions or not 
during a quarter · 

* CTO Park Tmrn-11, CTO Vcllorc, DFO Thirupattur, DFO Erode, DFO Thanjanir, 
DFO Kodaikanal, DFO Hosur, DE Hi~hways (T &M) and DE Hi~hway ( S& P). 



Out of 28 1 offices test checked A- I 0 returns were submitted 
only by 72 offices during the period I 992-93 to 1996-97 

In one ca. e (Sou thern Railway), the returns submitted were not 
in proper form . 

Due to the non submission of the returns by the Government 
departments and failure of the oflicials of the Commercial Taxes department to 
inspect those offices frequently, to ensure the submission of return and the 
correctness of the rate of tax adopted, it could not be ensured whether all 
the amount due from the Government departments had been received and 
accounted for properly. 

2. 2.1 fl No11-c/1ecki11;: f~( returns by intemul uutlit 

As per the Standing Order 2 13(1) of the Commercial Ta' 
Manual, Vol II . Internal Audit is conducted on quarterly basis The assessment s 
finali sed and records relating to collection and refund made in the preceding 
quarter should be aud ited in the ucceeding quaner. The Internal audit being 
the primary auditor of the department is required to conduct 100 per cen1 
check of the records to ensure that loss or leakage of revenue was not caused 
due to omission or other irregularities 

However out of 20 asses ment circles test checked. it \\ "" 
noticed in 3' asse sment circles, that the internal audit had not scrutinised the 
A- I 0 returns fil ed by the Government department 

Non-scrutiny of return by the Internal Audit would not only 
result in irregularities remaining undetected but also render rectifi catory action 
to be taken difficult. 

2.2.11 No11-111ai11te11<1nce of control regi.vter 

As per Commercial Tax Manual , the as essing onicer af1er 
receiving the original chqllan from the treasury in respect of ales tax remitted 
by the Gm ernment department. should maintain a register separate!) for 
collections made by each department The Special Commissioner and 
Commissioner of Commercial Taxes had also issued instruction (December 

2 

3 

IH Forc'I office\, Suulhc rn Rail"a~ . Cu,111nn Dcparlmcnl, 2MVMO, (Chcnnai anJ 
Th:injavur), Tclccummunicalion (Dharnrnpuri), Ramc, department, And:1man Timber 
Dcpol, Chcnm1i, Gmcrn mcnl cattle farm, Mo,ur, Hii.:h"")' (Tramp11r1 -.lie M:u:hincr~) and 
(Store\ and Purcha\e~). 

Forc\t 11flices, Vcllorc, Kanchipuram, Salhyaman~alam, 0111~ (North and Suulh), Soulhcrn 
Railway~ and Cu~tom~ 

Park town-II, Vcllorc anti Kanchccpurnm. 



I 997), that the assessing oflicers concerned should identify various oftices of 
the Government departments situated in their jurisdiction and see whether A- I 0 
returns were tiled by such department and the registers on tax due being 
maintained properly. 

It was noticed that out of 20 assessment circles test checked. 19 
assessment circles, have not maintained any control register to verit~i' the 
receipt of qua11erly returns from the Government depanments Consequently 
the assessment circles could not identify the Government depanments from 
which quanerly returns are due and the periods for which the returns arc due 
etc. 

2. 2.12 Mmwi.:emenf i1!{om111tio11 ... y ... tem 

As per the instructions issued by the Government (December 
1997), all the heads of department should ti.Jrnish to Special Commi sioner and 
Commissioner of Commercial Taxes the list of officers authorised to file A-10 
returns. 

• 
However no such list was available with the department. This 

would have an adverse bearing on the etfoctive management of the department. 

The cases were repor1ed to the Government/Depanment 
(May/June 1999): their replies have not been received (September 1999) 

Z~ ==:===~ncort;~ct l:laSSification reSulting in non';:;levy bf tax' 

Fresh Milk and directly 
reconstituted milk (without additives other than 
water) being goods falling under item 6 of Part B 
of the Third chedule to the Tamil adu General 

ales Tax Act. 1959, (Act) are exempt from tax. 

Recombined milk (except direct 

Incorrect classification 
of recombiuecl milk as 
exempted goods 
rt'sulted in non levy of 
tax of Rs.50.79 crore 

reconstitution without additives other than water) when sold under brand 
name, whether such brand is registered under Trade and Merchandi ·e Marks 
Act. 1958 or not , is taxable at twelve per cent upto 16 July 1996 and at sixteen 
percent thereafter at the first point of sale in the State. 
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In three~ assessment circles, sale of recombined milk (enriched 
with inputs like vitamin A, fat etc.) under a brand name (viz. Aavin, Arokya) 
valued at Rs.304.23 crore made by three dealers during 1994-95 to 1996-97 
was incorrectly exempted from tax treating it as sale of a kind of milk fal ling 
under Third Schedule to the Act. This resulted in non-levy of tax amounting to 
Rs.50. 79 crore (inclusive of surcharge, additional surcharge and additional 
sales tax). 

On this being pointed out (July, September and November 
1998), the depa11ment replied (July, September and November 1998), that 
though the milk sold by the dealers was subjected to the process or 
pasteurisation, homogenisation and standardisation, the character of milk is nnt 
altered and even after such process, it continues to be fresh milk and quoted a 
judicial decision5 wherein it was held that condensed milk was milk only and 
hence the exemption allowed was in order. 

The reply of the depa11111ent is not tenable for the reasons 
i) With effect from I April 1994. recombined milk was brought under Pan E 

of the First Schedule which clearly indicates the intention of the government tn 
levy tax on recombined milk; ii) The milk sold by the assessees after removing 
the bacteria by pasteurisation and blending fat by homogenisation and fortifying 
it by adding vitamin ' A' becomes recombined/reprocessed milk liable to tax. 
iii) Two specific entries are avai lable in the Schedules, one exempting the sale 
of fresh milk and directly reconstituted milk and another levying tilx on sale of 
recombined milk and iv) The judicial decision referred to by the department 
related to the period when exempt inn wa available generally for ·milk ' and nnt 
for 'rresh milk ' specitically 

The matter was reported to the Department (May 1999) and 
Government (July 1999). Their replies have not been received so far. 

In 18 assessment circles, exemptions 
were incorrectly granted to 22 dealers on the 
turnover of Rs. 1544.9 1 lakh during the years 
1990-9 1, 1993-94 to 1996-97 resu lting in non-levy of 
tax (including surcharge, additional surcharge and 
additional sales tax) amounting to Rs. IJ4.4 I lakh as 
detailed below: 

~ NunJ.!llmhltkkam (Chennlli), Red Hills :md Vellore (South) 

5 45/STC/498 State of Tamil Nadu \'s lndodltn Milk Products 
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Incorrect grant of 
exemption resulted 
'in non-levy of tax of 
Rs.134.41 lakh. 



SI. Name of ·'·. 'Ycu.OI Tax- Nature of Amo- ·.·: 
:-.· .. ·~· ··: 

NO the Ir.ans- ;lble irt'tgularity unt of . :· l:'.:.\1" Remark~ 
;. 

IK.tion/ 1urn- 'fu 11sseumcnt · . ::t :: ~ 

circle (No. of {R.s. in 
.•. 

ove.r 
dcakn) ( IU. in lakh} 

lakh) ~ 
.·•· ·=· 

t 2 ·.· .. ·:-.3 -4 5 6 
.. 

1 
I Ro~a- 1'>9)-'J..t ..t-fl I II Sale of pr;m n 5<Ut The depanmen1 replied 1ha1 

pcllah-1. l 1J1)5-% sceds/shn mp as per the clari fi ca1 ion 
Amainda- and seeds " as issued (Jul~ I •)9..t ) 0\ lhl' 
karai. L 111. I lJ%-lJ7 incorrect I ~ Head of the Dcpartmen1. 
and (fi\·e) exempted Pra\111 seeds/ Shrimp seed~ 
Adayar-11 treat ing them \\ ere exempt fron t tax. The 
(Chennai) as sea food. reply is not tenable si nce 

the rele' an1 entf\ Ill 1hc 
Schedule cm ers . ca food~ 

onh and not sea rood seed~ 
2 M~lapore ) 1)1J..t-'J5 2211 72 ale of 2<1 ll(> The dcpanmcnt IC\ l ~ed 

(Chennai) (one) C111c- (August I 'J9'J l 1he 
matograph1c :ISSCSSlllClll and rai sed 1hc 
CCJll lpmentS addi tional demand 
to Tamil Collection pan1culars hm c 
Nadu Film not been rccci' eel 
De' clop- (September 1999) 
111cnt Corpo-
ra 1ion \\:IS 
111corrccl~ 

exempted. 
... , _ Esp In- l lJ95-% 155.29 Sale of lilter I (1 .5..t T he department conlended 

nade 11. 19%-97 !itbrics '"is (Oc1ober/ December ( IJ•JX) 
Nandanam (th ree) incorrect I ~ thnt the com mod 11 ~ hc1ng 
and Pcddu- exempted cloth is exempt The rcpl~ 1<; 
nacikenpet treating not tenable Siii Ce 1hc 
(South) them as com modi I~ is no1 

e.'\empled ment 1oncd In the Schcd11 lc 
goods. conta111 i ng C'\emplcd 

items. 
..t. Pu du- ( 91)j.IJ..t 2..tO . ..t 1 Sale of oil 13. 11 T his was not I Ced h\ 1hc 

kotta1-I 199..t-IJ5 cakes E nforccmcn 1 Wing or 1hc 
(one) purchased depart 111c111 . Ho" e' er 1he 

from Bi ll aSSCSSlllClll \\aS re\'ISCd 
T raders (Janua~ l 91J9) for the ~ car 
\\ ere 1993-9..t : and not ice issued 
i ncorrcct I) (Fcbrna~ I 91J1)) for 1he ~ car 
exempted as ! 99..t-95 after be111g pointed 
second sales. 0111 b~ audit Col lcc11on 

particul:lrs for I 1)91-9..t and 
foll0\\11(> action tal-.cn ror 
199..t-95 hm e nol hccn 
reccvied (September I 99'J) 
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.f'-1 t :: j " 5 6 
;. . .. · 

7 ; 

5. Trichy ( 1)%-97 132.0-' Sale of si1ed I0.<1<1 The case "" reported 10 1hc 
Road. (one) Timber 10 depar1 men1 ( Febni;m 
Coi111ba1ore e.'\porlers ( 1)1)')): 1hc1r rep I ~ has 1101 

was been reei, ed (Scp1cmhc1 
e'\elllpled ( l)l)l)) 

1rea11ng 11 as 
packinc 
111a1enals. 

6. Trichy (1)1))-% 152.75 L;1s1 7.15 The depar1mc111 in 1hc c;l',c 
Road. (l\\O) purchase of of Thuckala~ replied (.1111~ 

Coimba- R;m hides 191JX} 1ha1 llOllCC tor 
tore and and skins re\'ls1on of assessmcn1 had 
Th11ckalt1y used in 1he been issued ( Dccc111hcr 

mnnufoc111re I IJIJ7 ). Rep I ~ in rcpsecl ol 
of lc.11 her olher case hac; nol bcc 11 
gar-1uen1s recei,ed (. cp1cmhe1 !')') ')) 

" as on1111ed 
10 be la'\cd 
and sales or 
cashe" 11111 
purchased 
from bi II 
1 raders "ere 

. 1ncorrec1l~ 

e\e111p1ed as 
second s:ilcs 

7. Vcllore I 1}1)1-IJ-' 77 <1-' Firsl sale of ) 20 The depanmenl w llcl.11..'d 
(Rur.11). ;rnd buses. ales 1he addi 11onal demand nl 
Nelhaji 19%-97 of co1 r ropes R .o-' 'l lal.h Ill one C<l'-1.. 

Road (four) and sales of (Netha,1i Road - Mad11ra1l 
(Madurni). of tood and In the case or . ura-
Sat111r and drinks b~ m:rn ga In 111 (. alem). 1hc 
Sura- YWCA depart men1 con1c11dcd 1ha1 
mangalam canteen coir ropes ''ould lall 1111dc1 
(Salem) \\ere Th m l chcduk .llld 

incorrect I: 1herefo1e arc c\e111pt Tiu ~ 

e:-empled as IS nol tenable since 1hc 
second co111111od11~ '' ac; brnught 
sales/ under the T hird Schednk 
e'\emplcd \\ ilh effecl from 17 Jnh 
sales. (')% onl: In 1hc ca c ol 

Ycllorc (Rural} 1hc 
depart1ucn1 ·s COlllellllOll 
lhal lhe sales made b: 1hc 
c;;11d lllSI ii 1111011 \\ ere C\ e111p1 
C\ en a fl er the a111cnd111c1u 
of the Ac1 \\llh cllcc1 111) 111 

12 March 11)1)1 IS nol 
!enable srnce lhe co111 111och1: 
had become 1axnhlc afler 
the a111e11d111ent Rep I: 111 
respecl of a1111r has 1101 
been recei,·ed (. cplembcr 
1999). 
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8. 
2 

Nungn 111 
bnkkam. 
Pa lani-1 
and 
Omalur 

TOTAL 

j 

11)90-1) I 

1993-9.+ 
and 
1995-% 
{It\ e) 

11 8.9.+ Sale of 
Compuler 
so fl ware. 
Padel~ husk 
and Co1r 
ropes \\ ere 
mcorrecl I~ 
e.xc111p1ed 
trcaling 
I hem as 
e.XClllpled 
goods 

6 7 
·'·"•"' .-.-.-. ..-.-.· ... 

S.18 The depart111en1 stated 

134.41 

(Februa~ 1991Jl 111 1hc case 
of Pala111-l. 1ha1 the dealer 
had gone 11110 appc;1l before 
the AAC ((TJ aga111s1 the 
1ev1 s1011 111adc Ill June I 'J'JX 

Result of appeal and rcplte~ 

111 respec1 of 01 her ca. e!. 
ha\'C not been recei\ cd 
(Sep1c111bcr I 1J1J9). 

.. :•. 

These cases were reported to Government (between March 
1998 and May 1999) ; their repl ies have not been received (September 1999) . 

.. .. 
2.,. 1:! .,, 
. ~~ ...... ·.·.·.·.-- . Non-leyy/s~ort l~vy of a4~i.tio..nal sales ta~ 

Under the Tamil Nadu Additional 
Sales Tax Act, 1970, additional sales tax is 
leviable at a fixed percentage on the taxable 
turnover of a dealer if it exceed the limits 
prescribed from time to time. 

Additional Sales Ta:\ '.~:·~~~--.r 
of Rs.35.31 lakh was .. 
not levied in the c;tse j 
of 9 de;tkrs. il~ 

·.-:· 

. )$'<"») ··s;.;Sz;".~~~=-~mW 

In eight assessment circles'', on the taxable turnover of 
Rs 136 18 73 lakh during the years 1991-92 to 199"-96 involving nine dea l er~. 

additional ales tax was either not levied or levied short resulting in no11/shor1 
realisation o f additional sales tax amounting to Rs.J5.3 J lakh. 

On this being pointed ou t between (November 1997 and March 
1999) the department revised the assessments in 4 cases and recovered 
R .4 68 lakh. Replies in respect o f other ca es had not been received 
(September 1999) 

These cases were repo11ed to the Government (Februal)'/M a;v 
l 999), their rep lie have not been received (September 1999). 

h CAC-11 (Chcnruli), O(lfHtnukant S treet (Cuin1 ht:ttorc), PcrunJurai, P.N.Pulayam(C\ •ir11hatorc), 
Ponncri, Rajapalayam-1, R.G. Street (Coirnhatorc) antl Sin~anallur (Cuimlrn torc). 



l.6 AP.P.Ji£.~tion of incor.t:~~!. rate of tax 

In 20 assessment circles. tax was 
shor1 -levied on the turnover of Rs. 759 40 lakh 
involving 20 dealers during the years, 1990-91 to 
1996-97 due to application of incorrect rate or tax. 
The short-levy of tax in these cases worked out to 
Rs.'."l 1.39 lakh as detailed below: 

..... N1tmc of Yc1tr (If Nii me Tu- Ralc of tii~ ... 
Assess- trans- (If ablC' (in "lo) 
mcnt a cl ion good~ I urn-
Circle (No.of m·cr 

dcalt•rs) (R~ in 
hlkh) 

App- App-
Ii- lfcJ 

ca hie 

Application of \ 
incorrect rate of 
tax resulted in 
short levy of 
Rs.31.39 lakh. 

Amount 
of short- Rcmnrl.) 
fc\)' 
inclu~hc 

of 
SCIASC 
ant.I 
AST 
(R~. in 
lak.h) 

.. 1 i. 3 4 .. :·; 5 (> 1 ·~::: ·{" ·:' ff 9. 
rorn.liar- I ')')..J-')~ Com 1211 1)8 12 8 7 51 1 ht.: dq1a11111t.:nt 
pct. lo pulls. and and rt.:plicd Ill Olll.! L.!Sl.! 
/\maint.la- l'J%-•)7 C:rl.!<1111 '" 5 lhill unhrm1dcd uim 
l..an11 (thll.!l.!) illld pulls sold 111 s\\t.:t.:l 
(C:hcnnai) JllLl..ks sl.111-; and lht.:allt.:s 
and sold ;11.: 1:1\ahlt.: at X p.:1 
'\l\1al..as1 und.:1 ii Ll.!nl Ilic rcph Is 

hranJ nnl tt.:nahlt.: Sllll'.l.! 
name lht.: LllllllnnJll\ \\ 4.IS 

-.,old II\ th.: ,1..,s.:s-.,l.!l.! 
undt.:1 ii brand nanw 
onh and tltl.!ll.!lllll.! 
la\ahlt.: ill 12 pt.:1 
Ll.!nt upto I<> Jul' 
I ')'JI• and at II> lll.!I 
i:t.:nt tht.:rl.!i.llll.!r 

2 M\ laporc. 11>92-•n l'lllt.:- 184.<•::! 8 . .J . (1 88 lht.: depart111enl 
( il11nth . 11)').J-'Vi main- Io leVlsed th.: 
( enlral llJ%-lJ7 graplm: aml assc,.,,.,llll.!llt Ill lhlel.! 
/\sscss- (four) equip- 12 ca.....:s and t.:tillcdt.:u 
menl men ts. add111nnal demand 
C:irdt.:-111 L111t.:r- ol Rs I IX lill..h 111 
(l'h.:1111a1) gt.:llL\ mtt.: ta:-.e . In the .:ase 
and l;1111p or 1'01111.:ri. tht.: 
l'onncri and demand \\\IS 

t.:l t.:clro- cm t.:red I)\ dt.:li.:11:11 
llll.! st heme 
goods/ 
com po-
lll.!lltS 

:w 



.. 
t l ·~f:{> ·+t .i · ~ 6 7 

. . ... ·:·· · ft ·.· . .... . ::::··.,:.· . 
9 l::::'?}::;::::::J -:·:, : ·' 

J. Nungam- I')') 1-"2 I >r..:ss..:J 214 J7 I 115 I ;mu h.62 "1111.: lkpar t 111..:11 t Ill 
haUmn. I 'J'>J-'J4 h1J..:s 2 .55 2 on..: case 1..:ph..:d 
Lspla- lo ;111J °' I fl that , 1111.. ..: h.111 
nad..:-1. I 'J')(l -'J7 si.. ms 1 ll5 hcannc' h;i\ .; lx:en 
Mannad~ floun Ball Cl 111 ~ sold ._t:i, .1..:1....:s,nnes 
(fa1st). h..:;1- x x to hull<lo1..:rs. th..: 
l'ari.. rings II . 4 rat..: or la\ adopted 
To\\ n-1 impor- x and \\fl~ ..:on-..:..:l /\s 
((.'h..:1111a1) t..:d and 2 the1..: IS sp..:..:ilii: 

t.: t~a- 4 l:llll\ fo1 hall 
miles h..:urm~s Ill the 
and s..:h..:du l..: ll ..:;1111101 
slam- hc lil\l:d 11111!..:r a 
l..:ss d1lh:1..:111 <!Ill!\ In 
st..:d th..: Li_l"\C ol 
ll<llll" Ma1111t1lh - I ;i·;t 11 

\\ (h l llllklld..:d that 
th..: ..:omn1<xJ1t~ 

\\Ollld foll umkr 
d..:..:lar..:d goods 
S1111....: th..: 1..1garettcs, 
do not lind a plu..:..: 
Ill the Se..:ond 
Sd1..:<l11k th..: sam..: 
\\Ollld hc l<t\ahl..: 
HS a r..:s1dual\ 11..:111 
In th..: l:ilSl: OJ l'ari.. 
l°<l\\ n-1 II \\HS 

r..:ph..:d thal as p..:r 
th..: 11ot1lil:atw11 
(Septemher I 1J'J I I 
th..: iJSSl!S~l! . HS .. 
r..:-roller IS d1c1hk 
for ..:11111....:sswna I 
rat..: or la\ 1111 his 
sale nl sta111kso; 
skd pall1' "' 
lin1sh..:<l pmdu..:tJ 
rl11s IS not h.:nahk 

Sllll'.l: th..: SHIU 

not1licat1011 r..:stm:ts 
th..: ..:om.:esswn onh 
lo sak or Iii\\ 

111:11..:rn1ls to r..:-
rol ler 

4 Salem 19'J5-% l'ouhl\ 11 J <15 I II 1 X. 5 27 Thi: <lepur 1111e11t 
(Rural ). 19%-97 li.:l:ll x 

"' r..:v1s.:d th..: 
l·.g11101 e-1 ( Jiv..: ) supple- 4 2 uss..:ss111e11t1.lanm11\/ 
Ct'henna1 ) 11\elll x 

"' 
l·d1nran l 'l')') ) Ill 

M\ lam- pol~st ..:1 and and t \\ n ..:as..:s. nl "h1ch 
cha11<la1-I r..:s 111, II x Ill Olli! l,'.(.t!'tC th..: 
(Inch\ ) 1:01:0- ad<l1 t1onal demand 
V1ru<lu- nuts. or Rs o 10 lai..h \las 
nagar-11 p11Ji.:r also i:nll..:..:t.:d 
m1<l /\nna- proof (l"diruan f l)l)l) ) 

sala1-lll ..:;1ps 
(t'h.:nna1) and 

Nylo 
l:<ISt 

.1 1 



I 1 3 " ~ ~· 7 ff 9 

5 I rrchy I 'J'J0-91 C icncrJ- 1115 78 12 x 5. 11 rhc d..:par lrncnl 111 

Rua<l I 'J'>1-')-l trng 8 5 l\\O t..::H~' r..:\1,,cd 
( <:01 111- J91J)-% sets. ((>.9 -l the asscssrn..:nt ;rnd 
baton.:). (four) l':rpcr collcdc1 l th.: 
l>rndigul 1.:oncs/ a<l<lrlmnal ilcmaml 
(Rural). luhcs. of Rs I 7'1 lnl.h 
/\mhauur. I uhn-
Nan<la- 1.:a t111µ 
nam or l 
1 ( ' hcnnar 1 mldr-

ll VC~ 

k .. . . . TOTAL . .. 759..tO .· . JJ .39 ·.·• 

These cases 
September 1998 and July 
( eptember 1999). 

were reported to the Government (between 
1999); their replies have not been received 

ln~or~~ct: qm11mtatioµ of:,taxable ,turnover, 

Under the Act. the taxable 
turnover of a dealer i determined on the basis of 
sales shown in the returns or on the basis o f 
further evidence/ records produced after allowing 
permi sible deductions The sales tax is leviable at 
the rat es specified in the . chedulcs to the Act on 

Failure to compute the 
taxable turnover 
correrlly in seven cases 
rrsultccl in short levy of 
Rs.12.95 lft kh. 

the taxable turnover so determined In addition surcharge. additional surcharge 
and additional sales tax are also leviable as per the provi!:.ions of the Acts 

In seven' asse"sment circles the taxable turnovers in respect or 
seven dealers for the years 199 1-92 to 1996-97 were incorrectly arrived at 
Rs. 169 32 lakh instead of Rs 250.50 lakh resulting in short reckoning or 
taxable turnover by R 8 1.18 lakh. This resu lted in short-l evy of tax amounting 
to Rs 12.95 lakh (in luc;ive of surcharge. additional surcharge and additional 
sales tax). 

The department revised the assessment in 6 cases and collected 
an amount of R 10.0 1 lakh. T he posit ion regarding recovery o f the balance 
amount and reply in the remaining one case had not been recei ved ( ugust 
1999) 

The cases were reported to Government (Ju ly/ August I 999). 
the replies have not been received (. eptcmber 1999). 

7 Ambattur, Egmorc I (Chcnnai), Gamlhiru rnm (Cnimbalurc), G utlalorc, Nagcrcui l (Rural). 
Palayamkottai, T.Nagar -North (Chcnmii ). 
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According to sub-Section (3) of 
Section 24, of the Act on any amout remaining 
unpaid after the date specified for its payment. 
the dealer or person shall pay in addition to the 
amount due, interest at two per cent per month 
on such amount fo r the entire period of default 

Cnterest of Rs.10.52 
lakh for belated 
payment of tax was 
omitted to be levied. 

1 n eightx assessment circles in respect of 9 dealers, the tax dues 
amounting to Rs.22.81 lakh for the years 1989-90 to 1993-94 were paid 
belatedly for which interest amounting to Rs. I 0.52 lakh was leviable, but not 
levied. 

On this being pointed out (between July 1997 and March 1999), 
the department levied interest of Rs 3.45 lakh of which a sum of Rs.2 27 lakh 
was collected. Repl in respect of other cases have not been received (June 
1999) 

The cases were reported to Government (April/May 1999): their 
replies have not been received (September 1999). 

Under the Act every dealer, who in the course of his business. 
purchases from a registered dealer or from any other person, any goods (the 
sale or purchase of which is liable to tax under the Act) in circumstance in 
which no tax is payable and despatches them to a place outside the State. 
except as a direct result of sale or purchase in the course of inter-State trade or 
commerce, is liable to pay, purcha e tax at the prescribed rates. It has been 
judicially held

11 
that when goods are purchased from an agriculturist and 

despatched otherwise than as sale, to a place outside the State not being in the 
course of inter-State trade or commerce, tax under Section 7 A( I )(c) would be 
attracted. 

i< Alantlur. Amhattur, Koyamhctlu , Nmlllanam, Ro);tpcllah-1, Thiruvanmiyur (Chcnnai ), 
T hiru\'cntmbur and Vallurnrkottam (Chcnnai) 

9 State ufTan1il Nallu v~ A.S.RHj & cu 87 STC 315. 
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Under the Act, Coffee seeds are taxable at the rate of 5 per cent 
and Pepper is taxable at 3 per cent : at the point of first sale in the Stare 

In Gudalore Assessment Circle on purchase of Coffee seeds and 
Pepper from unregistered dealers amounting to Rs. 156. 13 lakh, made by 3 
dealers during the year 1994-95 and sold to exporters outside the state, ta\. 
under Section 7 A( I )(c) was leviable but was not levied, resulting in non-levy of 
tax amounting to Rs. 9. 92 lakh. 

On this being pointed out (October 1996). the department 
contended (May 1998) that · (i) the judgement relied on by Audit related to 
the period prior to the introduction of Section 5(]) of the Central Sa l e~ Tax 
Act, 1956. and (ii) as per clarification (December 1994) given by the 
department exempting the transaction from tax there would be no liabilit\ 
under Section 7 A when goods liable to tax at the sa le point were purchased 
from unregistered dealers and sold to exporters who export them against 
specific order. 

The reply is not tenable since it has been judicially held 111 that 
• ' under sub-Section 5(3) of the Central Sales Tax Act , 1956, only the last sale 

or purchase preceding the export sale is deemed to be a sale or purchase in the 
course of export, and the purchases made from unregistered dealer and sold to 
exporter were a transaction preceding the penultimate sale occasioning export 
of good ' The upreme Court have also ubsquently held" that sa le in the 
course of export would not exclude the applicability of levy of purchase tax. 

The case wa reported to Government/department (July 1998), 
thei r replies have not been received (September 1999). 

),;Ht . .,Incorrect grant of concessional rate of tax 

Under the Act goods falling under the First chedule sold by 
one dealer to another, tax i leviable at the concessional rate of three per cent 
under certain conditions and subject to production of valid declaration (in Form 
XV I I) from the purchaser Accordingly, plints, Pulpwood, and Rubber wood 
being timber falling under the Sixth Schedule and taxable at eight per cent are 
not eligible for the concessional rate 

In Five 12 Assessment Circles, on sale of splints/pulpwood/ 
rubber wood, amounting to Rs I 18.55 lakh made by five dealers during the 

111 Jaya laki.hmi lntlu~trie~ V\. Deputy Commi\~ioner (Commercial Ta>.e\}, Tumkur 103 STCIH2. 

11 State of Karnataka v~.B.M.A~hraf 107 STC 571. 

11 A~hok Na~ar, (Chennai) Kovilpatti-1, Putlukuttai-1, Thucklay anti W ;isherm:inpcl- 1 (Chennai). 



years 1994-95, 1995-96, and I 996-97 (upto 16 July 1996). tax was incorrectly 
levied at the concessional rate of 3 per cent on the strength of declarations 
filed . This resulted in sho11-levy of tax amounting to Rs.6. 99 lakh (inclusive of 
surcharge and additional surcharge) 

On this being pointed out (between May 1998 and Febrnary 
1999). the department contended (between May 1998 and Febrnary I 999) that 
splints are different from timber: and that Rubber wood can be used as pack111g 
material and hence the concessional rate adopted was in order. The reply is not 
tenable in view of the judicial decisions'-' holding that Splints/Rubber 
wood/Pulpwood are timber and therefore not eligible for concessional ra te. 

The cases were reported to the Government (May 1999) Their 
reply has not been received (September 1999). 

Under the Act, if the return filed by a dealer is found to be 
incorrect or incomplete, the assessing authority shall assess the dealer to it s 
best of judgment. In addition. it may also levy penalty depending on the 
percentage of difference between tax assessed and tax paid as per the returns. 
The above provisions would apply on surcharge also. 

1 n six 14 assessment circles. for short-payment of tax (including 
surcharge) by 7 dealers during the years from 1993-94 to 1995-96, penalty was 
either not levied or levied short . This resulted in non levy/short levy of penalty 
amounting to Rs.5.43 lakh. 

On this being pointed out (between Februa1y 1997 and March 
1999), the department levied (June/July 1998) penalty in respect of two dealers 
and raised additional demands of Rs.92,023 . Report on recovery of these 
demands and replies in respect of other cases have not been received 
(September 1999). 

The 
(Febrnary/ April/May 
1999). 

cases were reported to the Government 
1999). Their replies have not been received (September 

" 93 STC 87 - State of Tamil Na du Vs. Kanchanamala 
83 STC 338 - State of Tamil Nadu Vs Tamil Nadu Stick lndu,trie., 

1 ~ Ambattur, Pcclamedu (North), Rajapalaya m-1, Sh·akasi I, Thuckalay, T.Nai,:ar (East). 
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Test Check of records of offices under the State Transport 

Authorities conducted in audit during the period from April 1998 to ~arch 

1999 revealed short collection/non-collection of tax. fees and penalty. etc 
amounting to Rs.86 13 lakh in 95 cases which broadly fall under the fo llowing 
categories. 

I. Non collection/short-collection of tax 

2 Non-collection/short-co llection of fee 

3 Non-levv/short-levv of enalty 

4 Other Categories 

.. ,:·No.of ''' 
,,\ca~e~ . 

53 

24 

15 

3 

Afoount'f ': 
·Rs.in bkh 

55.08 

23 .36 

7 58 

0. 11 

During the course of the year 1998-99. the concerned 
department accepted under-assessments of Rs 2.84 lakh involved in 3 I case~ 
out of which Rs.0. 17 lakh invo lved in 5 cases were pointed out during the year 
and the rest in earl ier years. An amoun t of R. 2 6 1 lakh has been co llected 
(upto June 1999). 

Two illustrative cases involving a financial effect of Rs. 144.:15 
lakh are mentioned below. 

Under Motor Vehicles Act. 
1988, a ' maxi cab ' has been defined as any 
motor vehicle constructed or adopted to 

Shol't levy of tax of 
Rs. 134.13 lakh due to 
incorrect classification of 
Light motor vehicles as 
maxi cabs 



carry more than six passengers, but not more than 12 passengers excluding the 
driver, for hire or reward The tax leviable for the maxi cab is Rs 150 per seat 
per quarter. On the other hand, a minibus is a vehicle constructed or adopted 
to carry more than six passengers but not more than 25 passengers When 
such vehicle is used as contract carriage, the tax leviable thereon is Rs. 1500 
per passenger per quarter (upto 31 March 1998) and Rs.2000 thereafter. 

In Chennai (Central and East) Region, 162 Light Motor 
Vehicles (manufactured by MIS Mahindra & Mahindra Limited, Model F.I 
470 OS) with a seating capacity of 16 in all (as per manufacturer's certificate) 
were registered during 1996-97 as maxi cab with seating capacity of 12 and 
permits issued accordingly. Tax had also been col lected for 12 seats only It 
was however, noticed (January 1998) during audit that light motor vehicles of 
the same model when registered as private service vehicles were registered 
with a seating capacity of 16 and classified as Mini Buses. 

Since these vehicles were manufactured with a eating capacity 
of 16 and meant for carrying passengers on hire or reward. thev were 
classifiable as mini buses (contract carriages), and leviable to tax .at Rs. 1500 
per passenger, per quarter. The incorrect classification resulted in shor1 levv 
of tax amounting to Rs. 134. 13 lakh for the period 1996-97 

On this being pointed out, both the Regional Transport 
Officers. replied (May 1998/November 1998) that the Government in their 
OM (dated 23 January 1990) had issued order to register Mahindra F J 470 
range of vehicles with a wheel base of 2650 mm, as Maxi Cabs 

The reply is not acceptable because, (i) as per the Act. the 
classification of a pa senger vehicle depends upon its seating capacity and not 
on wheel base and (ii) the same model when registered as Private Service 
Vehicle, were permitted to cany 16 passengers in all and registered as Mini 
Bus 

This was brought to the notice of the Government( April 1999), 
their reply is awaited.(September 1999) 

l~J Non-levy/short-levy of fine in respe.ct of over loading by goods 
vehkles 

The rates of fine leviable in 
the case of overloading by goods vehicles 
were revised by the Government of India by 
amending Section 194 of the Motor Vehicles 
Act, 1988, with effect from 14 November 
1994. Accordingly, a minimum fine of 
Rs.2000 and an additional fine of Rs I 000 
per tonne of excess load are leviable 111 

40 

Fine of Rs.10.22 lakh 
for overloading was 
not levied I short levied 
by adopting pre
revised rates. 

...... -: 



respect of vehicles carrying overloads. This had also been communicated by 
the Transport Commissioner, Chennai vide his letter No.36376/H3/97 dated 
May 1997 to all regional transpo11 officers in the State. 

ln 915 regions. it was noticed during 1997-98, that 357 goods 
vehicles were found by the department to be overloaded which were liable to 
pay fine at revised rates. However, the fi ne in these cases was not levied or 
levied ar prerevised rates. This resulted in non-l evy/short-levy of fi ne or 
Rs. I 0.22 lakh . 

On this being pointed out (between January 1998 and June 
1999), the department stated that the imposition of fine as per the Act is 
enfo rceable only by the Court of Law and not by any authority in Transpon 
Department. The reply is nor tenable because. (i ) the Transport Commissioner 
had already issued instructions to enfo rce the relevant provisions of the Act in 
this regard and (ii ) as per decision of Karnataka High Court (AIR 1998 
Karnataka 2 13), only the officers of the Motor Vehicles Department are 
authorised to book cases fo r contravention of the Act. 

The ahove points were brought to notice of the Transport 
Commissioner and to the Government (December 1998 and April 1999); th t:!ir 
reply has not been received. (September 1999). 

,, 

• • 1 ~ Clle1Utai (North 941 Wtllth•Coi11tb11tott (NR"tll), Maclll~ (N_... MUI Swtll), 
MeenambllkklllD, hrillkubm, Tiruppur and Tintvell0tt. 
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Test-check of records of departmental otlices conducted in 
audit during the period from April 1998 to March 1999 revealed under
assessments/non-levy/short-levy of tax amounting to Rs. 122. 12 lakh in 84 
cases which broadly fall under the following categories: 

of urban land tax 66 I 10.6 1 

2 1 ncorrect 1rant of ex em ti on 11 2.45 

3 Other irre ularities 7 9.06 

During the course of the year 1998-99, the concerned 
department accepted under-assessments etc., of Rs.50. 13 lakh involved in 8 
cases. 

Two illustrative cases involving financial effect of Rs 47.9 t 
lakh are mentioned below: 

Under the Tamil Nadu Urban 
Land Tax Act, 1966, as amended in 1975, lands 
lying within 16 kilometres from the outer limits 
of Chennai City and Madurai are assessable to 
urban land tax from fasli year 1385 onwards 
( I July 1975) on the basis of market va lue as on 

Omission to assess 
urban lands in four 
offices resulted in 
short levy of Rs.31.86 
lakh. 

1 July 1971 upto fasli 1400 (30 June 199 1) and on the basis of market value 
as on I July 198 1 from fasli year 110 I ( 1 July 1991 ). 

(a) In Yalasaravakkam village of Kunrathur Assessment 
Division it was noticed (October 1996), that an extent of 868 grounds16 and 

16 One Ground = 2400 Square feet 
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1258 square feet of urban lands owned by 29 assessees spread over 29 survey 
numbers were omitted to be assessed from fasl i year 140 I onwards 

On this being pointed out (October 1996). the depar1ment stated 
(January 1997) that the lands had ince been assessed to tax and a demand or 
Rs 3 34 lakh per fasli had been raised Repor1 on recovery of Rs 20 OS lakh 
due from fasli 140 I to 1406 (I July 1991 tn 30 June 1997) had not been 
received (May 1999) 

(b) In the assessment division of Ku nrathu r (Chen na i ). 
Tondiarpet (C'hennai) and Madurai, urban lands measuring 494 Grnunds and 
I I I 0 square feet lying in 16 survey numbers and owned by 17 individuals 
were omitted to be assessed to tax resulting in non levy of urban land tax 
amounting to Rs.6.02 lakh 

On this bemg pointed out in Audit (Februay 1996. November 
1997 and January I lJ98). depar1ment replied that the lands were ·ince assessed 
to tax (November/December I 998 and June 1999) and a um of Rs I 08 lakh 
had been collected. Details of collectinn for the balance amount are awaited 
(September 1999). 

(c) In Saidapct and Velachery Vil lages of T Nagar 
assessment division. it was noticed (February 1997), that an extent nr 245 
grounds and 255 square feet of urban lands owned by 9 assessees spread over 
9 survey numbers were 01i1itted to be assessed to tax from fas Ii year 1401 
onwards 

On this being pointed out (March 1997), the depa11ment stated 
(April 1998) that the land had since been assessed to tax and a demand or 
Rs.5 79 lakh had been raised (September 1997) for the fasli 140 I to 1407 
Report on recovery has not been received (May 1999). 

The matter was reported to the Government between ( l'vlarch 
and May 1999), their reply is awaited (September 1999). 

!J~6'' ·' No~Ie\i::pr tax ·on ta.nds 'owned by''T8nt~i~i~~~,,pousing 
Bo~rd ·· · . •·· ·.; ·::..r · 

Urban lands held by Tamil Nadu 
Housing Board (TNHB) were exempted from 
the levy of urban land tax upto fasl i 1400, but 
the exemption was withdrawn by Government 
from fasli year 140 I (I July 1991 ). 

Non levy of tax of 
Rs.J 6.05 lakh on lands 
owned by Tamil Nadu 
Housing Board. 

In Thirnvanmiyur village of Alandur Assessment Division 
(now Mylapore division), urban lands rneasuring 1441 grounds and 1999 

.n 
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square feet comprised in several survey numbers and owned by TNHB were 
not assessed to tax from fasl i 140 I onwards. 

On this being po inted out (March 1995). the depan ment stated 
(May 1997) that the entire lands were brought to assessment from fasl i year 
140 I raising a demand of Rs. 16.05 lakh fo r the faslis 140 I to 1403 (i.e., from 
I July 199 1to30 June 1994). By an order issued (Apri l 1998), Govern ment 
waived 50 per cent of urban land tax due from TNHB; the balance 50 per cent 
has to be recovered. Report on recovery of Rs.8.02 lakh has not been received 
(May 1999). However, in the absence of provision fo r waiver in the Act. 
waiver granted was incorrect. 

This matter was reported to Government (May 1999), their 
reply has not been received (September 1999). 



. (3;AGR1CULTUR'Al/ 1NCOME..TAX. · 
,-.-.-.. -.·.·.·.·.·.-.---.---.··. · .... -.... · .. · .. ·.·•·•··.·.·• .. ··· .. ·.·.·.·,·.·.·.·.•.·.·.·:.-.·.·.·.·.·-· •. · .. :.·.·.· .. ·.·•·.·.·.· .. ·.·.· .•. -.·:•.·.• •••• -••. •.•> •. • ... •.'.>•.•,, ••. 

''3/~ , Results Qf Audit 

Test Check of records of departmental Offices conducted in 
audit during the period from April 1998 to March 1999 revealed under
assessment/short-levy of tax amounting to Rs.92.34 lakh in 32 ca es which 
broadly fall under the following categories . 

"::>$!.?. 
•· ..... Catcgor·ies . ,;::1:1j·;.,,, ··· ~~ •. pt }: A1noml.t ::: :.r 

.No Cases (Rs. in lakh) 

I Short- levy due to errors In computation of 18 76 35 
mcome 

2 Short-levy due to incorrect exemption 7 II 64 

" Short-levy due tn errors tn computation of 2 0 17 -' 
holditH!.S of a!!ricu ltural lands 

-j 

4 Other irregularities 5 -i IX 

Total '· 3Z 92.34 

During the course of the year 1998-99, the concerned 
department accepted under-assessments etc. of Rs. 18 .67 lakh in 6 case" 

Two illustrative cases involving financial effect of Rs. Ix 11 
lakh are mentioned below 

In terms of the Tamil Nadu 
Agricultural Income Ta'< Act, 1955, the Short levy of tax of 
Agricultural Income Tax Otlicer, after Rs.10 lakh due to 
considering the evidence provided by a person or computation error. 
the other evidence as the officer may require on .. , , .. ..... ·;.,~a''H ·»>.'iJfffe 
specified points, assess the total agricultural income of the assessee to 
determine the sum payable by him on the basis of such assessment 

In Nagarcoi l assessment circle, the Agricultural Income Ta" 
Ofllcer fina lised (March 1997), the assessment of an assessee (company) for 



the assessment year 1996-97 wherein tax at 65 per cent on the taxable 
agricultural income of Rs.54.0 I lakh was worked out as Rs.25. 10 lakh instead 
of Rs.35. 10 lakh resu lting in short assessment of tax by Rs.10 lakh. 

On this being pointed out (December 1997), the department 
revised the assessment (December 1997) rectifying the error, and recovered 
the amount by adjustment against advance tax paid by the assessee. 

The matter was repo11ed to the Government (February 1999): 
their reply is awaited (September 1999). 

Under the Act, every person liable to pay agricultural income 
tax on the agricu ltu ral income derived by him during the previous year, shall 
pay the advance-tax for the said previous year on or before the end of February 
of the said previous year. The advance tax shall not be less than 80 per cent or 
the tax due on the estimated total agricu ltura l income derived by him during 
the said previous year. If any person fails to pay the advance tax in 
accordance with the Act. he shall pay interest at 15 per cent per annum for 
every month of delay or part thereof on the unpaid balance together with 2 per 
cent penalty for every month during which the default continues. 

ln Pollachi Assessment Circle, advance tax of Rs. 127 56 lakh 
for the years 1995-96 and 1996-97 was paid belatedly by 4 assessees, the 
delay ranging from I month to S months for which interest and penalty of 
Rs.8. I I lakh was leviable but not levied 

On this being pointed out (December 1997), the department 
levied penalty in respect of two assessees and raised (February/March 1999) a 
demand of Rs. 1.78 lakh. Report on collection and reply in respect of the other 
two cases has not been received (May 1999). 

The cases were reported to the Government (April/May/J ul y 
1999). Their replies are awaited (September 1999). 
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NON-TAX RECEIPTS 

[ndusbics Department 

A-1\ilINES AND !\'UN Ei~ALS ~~~~~~~~~~~~~-~~~~~=~~~~~~---'-"--·~~ 

.. 
4.1 · ===· · R~sults of Audit 

Test Check or records or depar1111ental otlices conducted in 
audit during the period from April 1998 to March I 999 revealed under
assessments/short-levy of dead rent , seigniorage fee. etc amounting to 
Rs.934.58 lakh in 31 cases which broadly fall under the following categories 

·· s1. 
N6 

on-levy /short levy of dead rent and 
Seigniorage fee 

') Other categories 

3 Review on ''Mines and Minerals Receipts'· 

No.of Amount 
Cases (Rs. in btkh) 

20 •D7.48 

11 40 37 

456 n 
31 

During the course or the year 1998-99, the concerned 
depa11ment accepted under-assessments or Rs.0.31 lakh involved in two case~ 
and collected the amount. 

A review on "Mines and Minerals Receipts" involving 
Rs.456.73 lakh is given below. 

4.2. I /ntrotluction 

The principal major minerals found in the state of Tamil Nad11 
are Lignite, Magnesite, Bauxite, Silica sand. Gypsum and Crude Oil. The 111ino1 
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minerals like Black granite, Grey and multi coloured granite, river sand. gravel 
etc., are also avai lable in the state. 

Grant of licences and leases fo r the extraction of major minerab 
is governed by the Mines and Minerals (Regulation and Development} Act 
1957, and the Mineral Concession Rules, 1960, made thereunder by the 
Government of Ind ia. Under the Act, State Governments are empowered tn 
make rules to regulate the grant of mining leases in respect of minor minerals 
Accordingly, the Tamil Nadu Minor Minera ls Concession Rules. 1959. were 
framed by the State Government. Prospecting or mining operations can be 
undertaken only with the li cence or mining lease granted under the above 
Rules. The issue of prospecting licences and mining leases fo r Petro leum and 
Natural gas is regulated by Petroleum and Natu ral Gas Rules. 1959. framed 
under the Oil Fields (Regulation and Development ) Act, 1948 

Mineral receipts mainly compri se royalty, dead rent, lease ren t. 
surface rent, seigniorage fee, licence fee, interest and penalty etc. The holder of 
the mining lease shall pay royalty in respect of the minerals removed by him 
from the lease hold area at tlie rates prescribed in the Schedule to the t\ct 
Whenever the royalty or seigniorage fee payable in a year is less than the dead 
rent prescri bed. then dead rent is payable in place of royalty/seigniorage foe 

4. 2. 2 Or1:mii.mtimrnl S et-up 

The Commissioner of Geology and Mining is the head of the 
department. The District Collectors are authorised under the Rules to grant 
mining licences who are assisted by Joint Directors, Deputy Directors and 
Assistant Directors in performing their duties. 

4.2.3 Scope of Audit 

With a view to exam111111g proper enforcement and 
administration of various provisions of the Act/Rules for levy and co llection or 
mining dues, a review was undertaken, during December 1998 to Apri l 1999 
For this purpose, records of Commissioner of Geology and Mining. Chennai 
and 13 out of 2 1 District offices were test checked for the period 1993-94 to 
1997-98. 

4. 2. 4 Higlrlif.:ltts 

(i) Non-realisation of mining dues from a Government 
company resulted in unintended fimrncial accomodation to the tune of 
Rs.1.30 crore. 

!Paragraph 4.2.61 
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(ii) Ahsenrr of provision in Petroleum and N~ttural Ga Ruic·~. 

1959 for fixing thr lirense fee from seventh year treating it as a 
continuation of lease, resulted in revenue fore~one to the extent of Rs.2.23 
crorc. 

IParagrnph -L2.71 

(iii) In two districts for thr yr:1rs 1995-96 to 1997-98 involving 
five :1ssessres, Seigniorage frr /L>e:ul rrnt was either not levied or lrvit·d 
short resulting in non-re:tlis:llion of RsA7.80 lakh. 

(iv) In eight districts interest :1111ounti11g to Rs.2-L 10 lakh for the 
helated p:tyment of dead rent though lcviahle was not levied. 

I Paragraph 4.2.91 

./. 2. 5 Treml <f rel'(!llll l' a ml position 'f arrear.,· 

The mineral receipts rea li ed by the state during the last "' i: 
years and the arrears outstandi ng fo r recovery were as fo llows. 

Revenue renliscd Arrears out~tan<lini? 
.,.,_ Year Amount Year AlllOllril 

(R~. in rrol'e) (Rs. in crort) 

1993-94 "1 S7 uptn 1993-94 7·Vi -lS 

1994-95 63 03 1994-95 -l I -lO 

I 995-96 67 2 1 I 995-96 JS 76 

I 996-97 70 78 1996-97 36 82 

1997-98 89 94 1997-98 -17 61 
.... " ~:::;: J 

TOTAL 344.53 TOTAL 907.04 

It would be seen that the arrears to be collected as on 3 1 March 
I 998 were more than 3 times the receipts rea lised during the years 1993-94 to 
1997-98. 

Out of the total arrears. an amount of RS. 7-l5 -lS crnrc 
representing 82 per cent is pending coll ection fo r more than 5 years Of thi s an 
amount of Rs.3 10.85 crore representing 34 per cent of total arrears is pending 
fo r more than I 0 years. 

4.2. 6 Non-co/lectio11 <~(Mines anti Mineral ... Receipt ... 

Tamil Nadu Magnesites Limited (TAN MAG) was incorporated 
(January 1979) as a whoiiy owned company of Tamil Nadu State to undertake 
magne ite mining operations on behalf of the State Government. As per the 
scheme approved by the Government (October 1979) and amended (January 

51 
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1998) the compan~ is to pay. as net sale proceeds. Rs 25 lakh fn1 the vca1 
1994-l).S w ith I 0 per cent increase liJ1· -;ubsequent years irrespective or actual 
sales and expenses 

(i) It was however noticed that the company had not paid the 
amount due for the period 1994-95 tn 1997-98 as per the amended scheme and 
Rs 14 24 lakh for the year 199.1-94. the total amount remaining unpaid hv the 
company work ed nut to R~ 130 2<> lakh besides in terest al 17 pc1 cent pc1 
annum for belated payment 

( ii) In the same order (January 1998). the Government increa eel 
the remuneration rates to be paid tn TA 1AG subject to the condition that it 
pays the amount due l'l1r the years 1987-88 to 1996-97. amount ing tn 
Rs.93.S.84 lakh. in I 0 equal monthly instalments. starting from January 1998 
Eventhough the company did not li.il lil this condition. the 1ncrea-..e 111 
remuneration was given effect retrospectively from 199 1-92 onwards 

4. 2. 7 N o11-collel'lio11/.,-J10rf-('l}l/e£'tio11 '~r lh·e11.\"l' fee 

Petroleum and Natural Gas Rules. 1959. 
stipulate that the term o f petroleum explora tion licence 
shall ordinarily be for four years which may be extended 
on annual basis for a li.1rther per iod of two years 
Licence fee is payable for each square kilometre or part 
thereof covered by the licence No provision has been 
made in the Rules for the ex tension of licence beyond 
the sa id period of six years 

In the case of dead rent Government of 

Short collection of 
licence fee of 
Rs.223. lO lakh dur 
to treating thr 
continuation of 
le:1sc as :• fresh 
lc:lSC 

India and Government of Tamil Nadu have clarified ( <Wember 1972) that a 
renewal of lease in the same area for the same lessee. is to be treated as 
continuation o f the orii.dnal lease and not as a new lease ... . 

In Nagapatt inam District. in respect of an assessee (Oil and 
atural Gas Commission) the prospecting licences which were extended 

beyond six years were treated as fresh licences and charged license foe at the 
rate or Rs.8 for first year, Rs 40 fo r second year, Rs 200 for third year and 
Rs 400 for fourth year of exl entinn Since no fresh liceraces were issued the 
ex tention of lease should have been treated as continuati on of old lease and 
licence fee should have been charged at the rate of Rs.600 per annum Due to 
the absence of similar provision for licence fee as in respect of dead rent. the 
amount foregone by Government for the period from 1992-93 to 1998-99 
worked out to Rs.223 I 0 lakh as detailed below· 
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Ptric>11 ;··:,,..· Ar~a Ri\l<'f ChM1,.-t.d· ·· :.•. A ru()uiH ~hort .. 
,: { Stf.km). R11. 11cr Si1.k111.' . . -· collcctt1I 

~ ,.....:_._~- ... -~__._.- ..... ~-~ 

Block LI An·;1 I 
I 

i) I Q92-')J 641JX 

I C)fJJ-94 (>-.Jl> 3 

I 994-')5 (1493 
I C)<Vi-% 6321 

I 

I 

I 

1()34 
I 

jj) l l)C)~\_()') 

Biol'" Lii Arca 
I 9<J2-'J:1 5CJ24 
I 99_l-lJ4 58<J4 

I 99~-05 5h l 2 
I 9'J"-')6 3849 4 

TOTAL ·- ·--

l Jnde1 tht> T,1mil adu 11nnr 
Minerals (\rnccs~il)n Rules, r" I !'.\'IMl "R), ! C))l). 
the holder ur a lease sh,ill pay besides arra 
assessment , seigniorage fet.: or dead rent 
whichever is highe1 at the rat es .is spcciticd 111 

Appendix II tn the Rule~ from time to time. 

x 
40 
200 
400 

8 

8 
41) 

2()1) 

400 
: 

(R1.inJ:!.~L 

! 
38 47 
36 .16 
2:' 97 
12 64 

11 4c; 

15 05 
.13 I) I 

21 ~5 
7 70 

223.IO 

Scignforage frr/ 
dead rent 
non /short lr\'icd 
for RsA7.80 lakh. 

In Kancheepuralll Distri ct ir was nnticed frolll Transprni Pcnni1 
Regt~tcr ma111ta111ed bv the depa1tment that in respect of 4 17asses"ee-... tor the 
vears I tJCVi-96 to I 997-9X seigniorage tee though lcv1able was either not levied 
or It-vied shnrt resulting in non/shun renlisatinn of Rs .~7 27 lakh. Silllilarly in 
[)harmapuri di stri ct i11 respect of one e1s~essce 1 Tamil adu Minerals Limited) 
dead rent fo1 the penod October ! l)C)() to larch 1997 amounting to Rs 0 53 
lakh \\as not realised The rotal nnn-ll'vy/shnrt-levy amounted to R~ 47.80 
lakh. 

4. 2. 9 N o11-le1'.1' 1~/' intere.,·tf(Jr he/11tetl 1u1y 111e111." 

Under the Rules, with dl'ec1 frnm 
22 June 1994, the llfticer~ authorised to collect 
mining dues may charge simplt• interest at the rate 
of 2,1 per cent per annu 111 011 any amn~tnt due tl) 
the ~tatc Governmem t10111 the <..ixtrenth day of 
the t:'\piry of the date fixed by .;11ch autlwrity to 
the due elate of actual nr1vmenr 

lnterrst of Rs.24.10 
lakh was not lrvicd 
for belated 
pay ment of dead 
rent. 

,-
Kam:iraj aruram labour rnnpc ratiw 'odct~. S.K. Dlrnrmalini.:am, Dh·isionat Eni.:im·H , 
l\1:1rakki111a111 ancl Dh·hiunal EnJ.:in,·cr, Mahalrnlipuram 
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In respect of grani te quarries held by Tamil adu Minerab 
Limited in 8 districts the dead-rent amounting tn Rs. 143 .23 lakh was paid 
belatedly. the delay ranging from 3 to 1135 days for which interest amnuming 
to Rs.24. 10 lakh though leviable was not levied as detailed below 

,,,st 
;:rs-0 .. , 

l 2 3 4 s 
I . 

? 

.., 

.l 

4 

5. 

6. 

7. 

8 

Dharmapuri 

Dindi~ul 

Madurai 

Salem 

Tiruchirapalli 

Thi ru van namala i 

Veil ore 

Villupuram 

TOTAL 

48 .50 

() 36 

3 77 

5 10 

3 99 

J<) 17 

37 32 

5 02 

143.23 

')") to I 135 

506 to I 135 

130 to 485 

66 to 429 

40 to 22 1 

67 to 335 

66 to -l 17 
~ to 209 . ) 

:~:=:~:::: .. :==~~~::~::::~::::-::::::::::·:: :=.~;:~:::' 

4. 2.1 () No11-le1'.I' r~l lornl ces."i and local cess .mrclwrge 

8 I lJ 

0 19 

0 "" .. ) 

0 .84 

0.35 

6 29 

7 35 

0 3h 

I 24.10 

As per the Tamil Nadu Panchayat 
Act. 1958, local cess and local cess surcharge at 
the rates of -l S paise and Rs 2 50 respecti vely 
shall be levied and co llected on every rupee of 
dues payable to the state Government on account 
of leasing of Government lands However. as per 

Non-levy of local 
cess and lornl cess 

the upreme Court decision l e'~ of local cess and surcharge had been 
discontinued from 4 April I 99 1. Uased on a judgement (July I 994) of High 
Court of Madras the Government clarified (December 1994) that action tn 
collect local cess and local cess surcharge fo r the period prior to 4 April I 99 I 
though not already collected could be taken. 

It was noticed in Madurai District. that in respect of 22 mining 
lessee. fo r the period from I July I 990 to 4 April 199 1, local cess and local 
cess surcharge was omitted to be levied and no action was taken to levy and 
recover the same even after issue of Government Orders .. This resulted in 
non-levy of Rs. 12. 13 lakh. 

4. 2. I I Non-fixatimrlcollection r~{ lea."ie rent. 

(a) According to Rule 39 (abolished from July 1996) of 
TNM MCR, 1959. Government could grant quarrying licence to quarry any 
mineral or allow the working of any quarry for quarrying any mineral on terms 



and conditions different from those laid down in the Rules. By an nrder 
(October 1996) Government issued guidelines for the fixation of lease rent for 
the leases granted under Rule JC) 

In Puduknttai district, in respect of 19 lessees (DWCRA ' ~ grnup 
which are labnur en-opera tive societies of women quarry workers) quarrying 
lease were granted (June 1994) under Rule J9. However nn lease rent was 
fixed in respect of the above mentioned lessees over an extent of I I I I hectare 
during the period from April I 995 to March 1997 as contemplc11ccl in 
Government .order. resulting in non-realisation of lease rent amouming to 
Rs.5 76 lakh 

(b) As per Rule 8 of TNM MCR. I 959 a lessee who ha!-. been 
granted lease for quarrying any minor mineral shall before the commencement 
of each yea r of lease pay the lease rent tl)r that year without fail. 

In Madurai di stri ct lease rent fo r the vears I 095-9Cl and 
1996-07. was not paid by 4 lessees resulting in non-real isation of lease rent or 
Rs.J 74 lakh 

4. 2. 12 .\'/wrt-c:ollectio11 <~/' royal~r 

Section 9(J) of the Mines and Minerals (Regulation and 
Development) Act, I 057, empowers the Central Government to enhance the 
rates nf royalty for major minerals. Accordingly a notification was issued (April 
1997) increasing the rates of royalty on ce11ain major minerals with effect from 
I I April 1997 

It was noticed in Salem and Tiruchirapalli districts that rovalt\ 
on mineral. like granite was levied during April I <)97 to Julv I 997 at the pre
revised rates which resulted in short-collection of royalty amounting to Rs 5 60 
lakh. 

4.2.13 Slwrt-le1~v <~f.i,;ei;:11iorll;:efee "·" penlllty 

As per the provisions of TNMMCR, 1959. read with Mines and 
Minerals (Regulation and Development) Act. and Government Order dated 28 
February 1995. any person who carries a quarrying operation in cont ravent1nn 
w the rules. shall be li able to pay enhanced seigniorage foe as penalty upto " 
maximum of 15 times the normal rate of seigniorage fee subject to a minimu 111 
of Rs. I 0.000 

ix Oc\'clopmcnt of Women anJ Children of Rural Arca 
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In ~even dist net!-.. in respect 1l f (1::; c;ise~ where quarn 111~ 
operations were earned on withou1 license and tht:: minerals were transprn 1ed 
after 28 Februa1y I CJ9\ penalty al a minimum of Rs. I 0,000, though le\ ictbk 

was not levied resulting in short-l evy of enhanced seigniorage foe amouming. tu 
Rs.4.05 lakh. 

The above cases were brnughl to the notice of the Government 
(Julv 1999) . . their reply is awaited <Sept('mber I 9 <J9 ). 



Tamil adu Minor Mineral Failure to ensure thr :~~ 
Concession Ru les, 1959 provide rnr co llection of f 
co llection of seigniorage fee in advance seigniorage fee for t 
before issue or permits for transporting earth quarried from t 

~~ 
minerals from Government quarries. While Government hrnds led ~.'!,; 
the Deputy Directors/Assistant Directors of to non-collection of ;· 
the Geology and Mining Department in the dues ofRs.46.92 lakh . ~' 
Districts process the applications for grant of ~~ ~::w:=~;~wi!~t,. 

necessary permission fo r quarrying the minerals. the pennis ion is grant ed by 
the District Collectors who are also responsible for collecting fees. The Special 
Revenue Inspector (M ines) in the Departmenr of Geology and mining and 
offi cers not below the ra nk of Deputy Tahsildar in the Revenue Department 
were empowered to watch the removal and transportation of the minerals 

Test check of records per1aining to two works taken up by 
Tamil Nadu Slum Clearance Board during October 199] and May I <)C)7 

revealed the following 

(a) Tamil Nadu Slum Clearance Board (Board) entrusted 
(October 1993) the work of raising the ground level by earth ti ll ing for 
developing 2 150 plots under Pall ikaranai Pavement Dwellers Scheme to Tamil 
Nadu State Construction Corporation Limited. The Board whi le executi ng the 
agreement identifi ed the quarry at Ozhugumalai fo r the purpose of quarrying 
earth. Tamil Nadu State Construction Corporation executed I. 9J lakh cu 111 

(a fter compaction) of ear1h fill ing work and was paid Rs. I 08.40 lakh by the 
Board . 

It was fi.1rther noti ced that the Board, while identifying the 
quarry at Ozhugumalai, did not obtain the permission from the Geology and 
Mining Depart ment. The seigniorage fee fo r the quantity of earth quarried was 
also not paid either by the Board or by Tamil Nadu State Construction 
Corporation. The latter stated (April 1999) that they had executed the work 
engaging sub-contractors who had taken the earth from the quarry and were 
liable to pay seigniorage fee: but details of seigniorage fee pa id by them were 
not available in their records. 

However, the Assistant Di rector of Geology and Mining, 
Kancheepuram intimated (February 1999) that during the period of execution 
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of work by the Board, no penmss1011 had been granted for quarry ing at 
Ozhugumalai to any agency fo r any purpose. Thus the entire quantity of earth 
removed from Ozhugumalai quarry fo r the above work was unauthorised 
involving seigniorage fee amounting to Rs. 17.65 lakh which was not collected 

(b) The Tamil Nadu Slum Clearal1ce Board approved 1n 
May 1997 a proposal fo r the construction of 6500 core houses at 01-kiam 
Thuraipakkam village in Kancheepuram District. Since the site was a low lying 
area~ it required earth filling work upto a height of 2.2 metres. For this 
purpose a quarry at Sirucheri and three more sources were permitted to be 
quarried by the Assistant Director of Geology and Mining, Kancheepuram. The 
total quantity of earth filling work done by six contractors upto February 1999 
was 3.31 lakh cu.m. (after compaction) and the amount paid to them was 
Rs. 358.64 lakh. The work was in progress (September 1999) 

Based on the representation of the contractors requesting not to 

deduct seigniorage fee from their bills as they were paying the fees direct to the 
Collector, the Chief Engineer. Tamil Nadu Slum Clearance Board directed 
(December 1998) the concerned Division not to recove1· the charges but to 
ensure that the payment of the charges by the contractors to the District 
Collector was made. There was however no record to indicate that the fee was 
paid by the contractors. The Executive Engineer stated (April 1999) that the 
Board was not watching the payment of seigniorage fee by the contractors and 
that no intimation was sent by him to the Collector of Kancheepuram 
regarding the total quantity of earth quarried and used in the above work 

It was further noticed that the Assistant Director (Geology and 
Mining), Kancheepuram had granted permission to quarry only 6344 lorry 
loads (35,907 cu.m.) and that as of March 1999 only Rs.0.98 lakh towards 
seigniorage fee had been collected. However. records of the Board showed that 
3.80 lakh cu.m. earth was actually quarried and used in the fill ing work. 
Balance of Seigniorage fee recoverable from the contractors worked out to 
Rs.29.27 lakh. On this being pointed out. the District Collector stated (June 
1999) that the Board should have watched and taken action for excess 
removal. 

Lack of co-ordination between the Board and the District 
Collector, Kancheepuram in ensuring collection of seigniorage fee for the earth 
quarried and used in the filli ng work resul ted in the non-collection of fee to the 
tune of Rs.46.92 lakh in the above two works. 

The matter was referred to Government (July 1999), their reply 
has not been received (September 1999). 
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Government ordered (June I 99S) 
that the entrance fees. camera charges. etc. for 
the visitors to the Rose Garden and Government 
Botanical Garden. Udhagamandalam (as revised 
in May 1995 and June 1995 ) be made applicable 
to the visitors of the Bryant Park. Kodaikanal 
also with effect from 28 June 1995 . However 

Belated 
communication of the 
Government orders 
to the field offirer led 
to a loss of revenue 

~ 
of Rs.37.52 lakh .,:I 

~lY 

the orders were communicated to the Assistant Director of Ho11icultu re. 
Kodaikanal only in October 1997, who implemented them in respect of Bryant 
Park from 4 November I 997 

Thus delay in communicating the revision orders of Government 
led to the belated implementation of the revised rates at Bryant Park. 
Kodaikanal resulting in loss of revenue to the tune of Rs.37.52 lakh 

The matter was referred to Government (April 1999): their reply 
has not been received (September 1999). 
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Based on Lhe proposals of the ,·n Delay finalisation 
Director of Technical Education, 

of lease rent for Govcrn
Government ordered July 1990 the closure of 

ment buildings transfrrred 
the Higher Secondary Schools (Vocational) 
attached to Government and Government 

to private polytechnics 
led to non-realisation t: 

aided polytechnics due to poor response of of Government dues to the ·~ 
students to admission. Accordingly, the tune of Rs.28.70 lakh ·~ 
Government buildings of Higher Secondary .·~ 

Schools (Vocational) at Gudiyatham and. No" , ~<~' . ,.. ~w· iq~~4i~# 
Kancheepuram were ordered to be transferred o ffiE concerned' a1aca · · 
polytechnics viz., Rajagopal Polytechnic, Gudiyatham and Bhaktavatsalam 
Polytechnic, Kancheepuram respectively on a nominal rent since the land for 
the building had been donated by the aided private polytechnics only 

Test check of records revealed (December 1998) the following: 

a) In respect of the bui lding transferred (September I 990) 

to Rajagopal Polytechnic, Gudiyatham. the initial proposal (r:ebruary 19<) 1) nf 
the Director of Technical Education for transferring the build ing on long Lenn 
lease was not accepted by Government. Alier prolonged correspondence. 
Government accepted (January 1996) the revised proposal of the Director of 
Technical Education to collect rent as per norms, (excluding the land cost) 
subject to revision once in 3 years Thereupon. Executive Engi neer. Technical 
Education Division I. Taramani worked out the dues and demanded (February 
1997) Rs. I 1.87 lakh towards lease rent for the period from September 1990 to 
January 1997 for the whole building measuring 1449.75 sq.m. The Principal of 
the aided polytechnic represented (January 1997) that the buildi ng had not 
been fully vacated and handed over to them and therefore sought for 
cancellation of the demand. Thereupon the Executive Engineer en t (April 
1998) proposals to Superintending Engineer, Technical Education Circle. 
Chennai with a copy to Director of Technical Education revising the rent 
payable by the polytechn ic after excluding the area of 138 sq. m not handed 
over. The matter was not pursued fu11her by the Executive Engineer. as well as 
by the Director of Technical Education and no lease rent agreement had been 
executed so far (August 1999). The lease rent recoverable from the Polytechnic 
worked out to Rs. 16.25 lakh fo r the period from September 1990 to April 
1999. 
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b) Similarly in respect of building transferred (July 1990) ro 
Bhakthavatsalam Polytechnic, Kancheepuram, the lease rent initially proposed 
(August 1993) by the Superintending Engineer, Technical Education Division. 
Taramani was not accepted by the Director of Technical Education. In March 
1998, the Executive Engineer sent his final revised proposal fixing the lease 
rent at Rs. 7,046 per month worked out at relevant schedule of rates fnr 
1990-9 1 after excluding (i) the cost of land (ii) the portion not handed over to 
the polytechnic and (iii) the cost of amenities met by the polytechnic Director 
of Technical Education sought (March 1998) the approval of Government for 
the same. Government thereupon call ed fo r (May I 998; June 1998 and October 
1998) certain additional information from the Director of Technical Education. 
No fi.irther action was taken thereatter. Lea~e rent to be collected for the period 
from July 1990 to April 1999 worked out to Rs. 12.45 lakh. 

Thus delay in finali sation of lease rent payable by the two 
polytechnics for more than 8 years resulted in non-collection of lease rent to 
the tune of Rs.28. 70 lakh as of April I <)C)C) 

The matter was referred to Government {April/May 1999): their 
reply has not been received (September I 99<:>). 

Chennai 
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New Delhi, 
The 3 MAR 2000 
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