Most of the factories are under ‘Self Removal Procedure’ and there is no physical control over production and clearance of goods. Assessment is mainly based on returns submitted by assessee. Department has evolved various checks and counter-checks to ensure that excise duty is not evaded. 
Checks by Departmental authorities - Various checks have been devised to reduce leakage of revenue.
Visits of Officers - Every factory comes under jurisdiction of Range Superintendent. The Superintendent and Excise Inspectors working under him do occasionally visit factories. However, they are not expected to have day to day checks.
Stock taking – New Central Excise Rules make no provision for ‘store room’ or ‘stock taking’. However, it does not mean that stock taking by excise authorities is prohibited. In the opinion of author, stock taking can be done of finished goods and Cenvat goods.
Road Checks - Surprise road checks are carried out to see that all goods moving are accompanied by duty paying documents.
Information from Informants - Like all tax departments, department can and does collect information from secret informants (some times he is a disgruntled employee of the Company). In R K Ranganathan v. UOI 2001(131) ELT 321 (Mad HC), payment of such reward was ordered when information was found to be accurate and was furnished at earliest point of time.
Preventive Section - Each Commissionerate has a preventive section to have surprise checks and raids when evasion is suspected.
DRI - Directorate of Revenue Intelligence under Central Board of Excise and Customs, gathers information from various sources (including informants) about tax evasion and take suitable action.
Departmental Excise Audit – Audit means scrutiny and verification of documents, events and processes in order to verify facts and draw conclusions regarding correctness of recording the facts and the efficiency of a system under study. For Central Excise purposes, Audit means scrutiny of the records of the assessees and the verification of the actual process of receipt, storage, production and clearance of goods with a view to check whether the assessee is paying the Central Excise duty correctly and is following the Central Excise procedures. - Chapter 15 Para 1.1 of CBE&C’s CE Manual, 2001. 
An Audit section is attached to each Commissionerate. Some audit parties are functioning under Commissionerate headquarters, while some may function at important industrial centres where Joint Commissioner or Addl Commissioner has been posted. Audit of assessee’s factory is carried out by visit by ‘audit party’. The Audit Party usually consist of 2/3 inspectors and a Deputy Office Superintendent, headed by a Excise Superintendent. AC / DC and senior officers are also associated with the audit of large units. These audit parties visit factories periodically. Audit by these audit parties is called 'departmental audit'.
New audit system, termed as ‘EA-2000’ [Excise Audit 2000] has been introduced with help of Revenue Canada. This is part of various projects Ministry of Finance has taken up with aid of Canadian International Development Agency (CIDA).
Submission of records by assessee - Vide Rule 22(3) of Central Excise Rules [earlier rule 173G (6)], assessee is required to produce to audit parties (i) records maintained by him in respect of accounting of transactions in regard to receipt, purchase, manufacture, storage, sales or delivery of goods including inputs and capital goods as required under rule 22(2) of CE Rules (ii) cost audit reports u/s 233B of Companies Act (iii) Income Tax audit report u/s 44AB of Income Tax Act. 
Frequency of audit – Audit of assessees paying duty of over Rs one crore through PLA is normally carried out once in a year. Those units which pay cash duty between Rs 10 lakhs to one year are audited once in two years. In case of units paying cash duty less than Rs 10 lakhs per annum, not more than 20% of the units are audited every year. [This works out to about once in five years]. Selection of small units is done for prioritization, by applying risk assessment technique.
The audit parties check records, see the operations of factory and carry out test checks. Excise returns are checked with other records and returns like balance sheets, bank statements, store ledger, buyer-wise ledger, return to department of industries and other Government authorities etc. These checks are done on selective basis. If their queries are not replied satisfactorily, show cause notices cum demands are issued and adjudicated as per Excise Rules. 
CERA - Audit of C and AG - Comptroller and Auditor General of India also carries out audits of all assessees. These are called ‘CERA’ i.e. Central Revenue Audit. These audit parties audit accounts of excise as well as customs assessees. C& AG is an authority appointed under Article 148 of Constitution of India. Article 151 of Constitution specifies that reports of C&AG shall be submitted to President of India, who causes these to be laid before each House of Parliament. CERA audits are conducted as a part of audit of Government accounts. Thus, these audits are conducted under Constitutional authority and are in no way connected or related to internal audits carried out by staff of excise department. Frequency of CERA Audits is as per the importance they attach and availability of time to CERA audit parties. 
Assessee is required to produce to audit parties (i) Records (ii) cost audit report (iii) Income Tax audit report. 
Scrutiny of monthly returns - Every assessee has to submit a monthly return to Superintendent, Central Excise. This will be acknowledged by him on the assessee’s copy. No assessment order will be issued. These returns will be only scrutinised. Some returns will be studied in details and further investigation may be made. 
Valuation Audit - Special Audit - Valuation is one of the most vital and important aspect of assessment of excise duty payable. In order to ensure that duty is being paid correct ‘Assessable Value’, a provision has been made to order a ‘Special Audit’ in some specified cases, vide section 14A of CEA. The audit can be ordered only with prior approval of Chief Commissioner of CE. 
Cenvat credit audit - Special Audit - As per section 14AA of CEA (added w.e.f. 14th May, 1997), special audit of Cenvat credit availed or utilised can be ordered by Commissioner of Central Excise. Such audit can be ordered if the Commissioner of CE has reason to believe that (a) Cenvat credit availed or utilised is not within the normal limits, having regard to nature of final products and type of inputs (b) Cenvat credit has been availed or utilised by reason of fraud, collusion or any wilful misstatement or suppression of facts. Such audit can be done by practising 'Cost Accountant', to be appointed by Commissioner of CE. Expenses of and incidental to such audit, including the remuneration payable to the cost accountant shall be paid by Central Government (i.e. excise department)
