




















Department (Value Added Tax) and Transport Department (Taxes on
vehicles) are given in Table No. 1.6.

Table No.1.6: Details of pendency of refund cases

(T in ocrare)

1. Claims outstanding  at 17,273 494.93 15 0.06
the beginning of the year

2. Claims received during 1,513 257.43 195 0.65
the year

3. | Refunds made during the 15,769 |  622.18 183 0.69
year

4. Balance outstanding at 3,017 130.18 27 0.02
the end of the year

(Source: Replies of concerned Departments)

The TNVAT Act provides for payment of interest, at the rate of half per cent
per month, if the excess amount is not refunded to the dealer within 90 days
from the date of the order of assessment or revision of assessment. In case of
delay in disposal of refund cases, Government may have to bear liability for
payment of interest.

The Accountant General (Economic and Revenue Sector Audit) (now
Accountant General (Audit-I), Tamil Nadu and Puducherry (AG) conducts
periodical inspection of the Government Departments to test check the
transactions and verify the maintenance of important accounts and other
records as prescribed in the rules and procedures. These inspections are
followed up with Inspection Reports (IRs) incorporating irregularities detected
during the inspection and not settled on the spot, which are issued to the heads
of the offices inspected with copies to the next higher authorities for taking
prompt corrective action. The heads of the offices / Government are required
to comply with the observations contained in the IRs, rectify the defects and
omissions and report compliance through initial replies to the AG within one
month from the date of issue of the IRs. Serious financial irregularities are
referred to the heads of the Departments and the Government.

IRs issued up to 31 December 2018 disclosed that 32,600 paragraphs,
involving ¥ 6,225.78 crore relating to 5,784 IRs, remained outstanding at the
end of June 2019 as mentioned below along with the corresponding figures for
the preceding two years in Table 1.7.

Table No. 1.7: Details of pending IRs

Number o1 IKs pending 1or settiement 5,692 5,681 5,784
Number of outstanding audit observations 29,696 29,373 32,600
Amount of revenue involved (% in crore) 5,792.97 5,934.99 6,225.78

(Source: As per data maintained in office of the AG(Audit -II), Tamil Nadu and

Puducherry, Chennai)







During 2018-19, 12,560 assessment records in 88 offices were not made
available for audit.

The delay in production of records for audit would render the audit scrutiny
ineffective, as rectification of under-assessment, if any, might become time
barred, by the time these files are produced to audit. The matter regarding
non-production of records in each office and arrears in assessment is brought
to the notice of the Department through the local audit reports of the
respective offices.

The non-production of assessment records is a serious lapse on the part of the
executive authorities thereby defeating the very purpose of audit as it also
hinders the discharge of duties of the Comptroller and Auditor General of
India as enshrined in the Constitution.

1.6.4 Response of the Departments to draft Audit Paragraphs

The draft audit paragraphs proposed for inclusion in the Report of the
Comptroller and Auditor General of India are forwarded by AG to the
Principal Secretaries of the concerned Department, drawing their attention to
audit findings and requesting them to send their response within six weeks.
The fact of non-receipt of replies from the Departments is indicated at the end
of each such paragraph included in the Audit Report.

Eighteen draft paragraphs (including one Performance Audit) proposed for
inclusion in the Report of the Comptroller and Auditor General of India for the
year ended March 2019 were forwarded to the Principal Secretaries of the
respective Departments between November 2019 and April 2020. However,
replies to 16 draft paragraphs were not received (October 2020). These
paragraphs have been included in the Report without the response of the
Principal Secretary of the Departments concerned. However, replies of
Assessing Authorities have been included in the paragraphs.

1.6.5 Follow-up of Audit Reports

With a view to ensure accountability of the executive in respect of the issues
dealt with in the Audit Reports, the Public Accounts Committee (PAC) laid
down in 1997 that after the presentation of the Report of the Comptroller and
Auditor General of India in the Legislative Assembly, the Departments shall
initiate action on the audit paragraphs and the action taken explanatory notes
thereon should be submitted by the Government within two months of tabling
the Report, for consideration of the Committee. In spite of these instructions,
the explanatory notes on audit paragraphs of the Reports were being delayed
inordinately. We observed that 165 paragraphs included in the Reports of the
Comptroller and Auditor General of India on the Revenue Receipts of the
Government of Tamil Nadu upto the year ended March 2017 were pending
discussion by PAC. Out of the above, the Departments have not furnished
explanatory notes in respect of 87 paragraphs. Review of the outstanding
action taken notes (ATNs) as of 31 October 2020 on paragraphs included in
the Report of the Comptroller and Auditor General of India, Revenue
Receipts, Government of Tamil Nadu indicated that the Departments had not
submitted ATNs for 1,592 recommendations pertaining to 387 audit
paragraphs discussed by PAC. Out of the pending 1,592 recommendations,







The unit offices under various Departments are categorised into high, medium
and low risk units according to their revenue position, past trends of audit
observations, nature / volume of transactions, etc. The annual audit plan is
prepared on the basis of risk analysis which, inter alia, includes statistical
analysis of the revenue earnings during the past five years, features of the tax
administration, audit coverage and its impact during the past five years, etc.

During the year 2018-19, the audit universe comprised 1,602 auditable offices,
of which 213 offices were planned and 214 offices were audited i.e., 13 per
cent of the total auditable offices. The details are shown in Annexure 1.

Position of local audit conducted during the year

The records of 150 offices out of 443 auditable offices relating to Commercial
Taxes, 18 registration offices out of 599 auditable offices relating to stamp
duty and registration fee, five offices out of 22 auditable offices relating to
Motor Vehicles Maintenance, one office out of 77 auditable offices relating to
State Excise, 10 out of 24 auditable offices relating to electricity tax and 30
offices out of 285 auditable offices relating to land revenue were test checked
during 2018-19 and under-assessment, short levy, loss of revenue and other
observations amounting to ¥ 1,950.11 crore were noticed in 4,328 cases.
During the year, the Departments accepted and recovered under-assessment
and other deficiencies in 719 cases involving ¥ 176.64 crore. Out of these,
308 cases involving ¥ 166.57 crore were pointed out in 2018-19, and 411 cases
involving ¥ 10.07 crore pertained to observations raised in earlier years.

This part of the Report contains 18 paragraphs including one Performance
Audit relating to Receipts under State Excise in Home (Prohibition and
Excise) Department and other audit observations involving financial effect of
¥ 1,518.80 crore. The Departments / Government accepted audit observations
involving ¥ 167.79 crore of which, ¥ 164.27 crore had been recovered /
adjusted by the Departments. These are discussed in succeeding Chapters 11
to IV. The audit observations discussed in the subsequent paragraphs are
observed from the test check of records in the selected offices. Most of the
observations are of a nature that may reflect similar deficiencies/under
assessments in other offices, not test checked by Audit. Department may,
therefore, carry out internal audit in these offices to ensure that such
irregularities and deficiencies, if any, stand rectified.
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