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Recent Amendments in Tax Audit Form and 
Auditor’s Responsibilities

excise duty, service tax, customs duty, but is also 
required to be furnished for each indirect tax 
applicable to the assessee. The term ‘indirect taxes’ 
has not been defined anywhere in the Income-
tax Act, 1961 and therefore, it appears that the 
tax auditor is responsible to report on each 
type of indirect tax applicable to the assessee. A 
clarification in respect of same is needed either from 
the CBDT or the ICAI clarifying the tax auditor’s  
responsibility in respect of same. 

If business or profession carried on by the 
assessee is a subject matter of litigation under a 
particular indirect tax law and is pending resolution 
and the assessee has not obtained the registration 
number, the tax auditor should consider disclosing 
the status of the same. 

Though this clause requires the tax auditor to 
assess whether the asseessee’s is required to pay 
indirect tax, it appears that the information about 
indirect tax registration number/identification 
number has been sought to access the information 

The Central Board of Direct Taxes (CBDT) has recently amended Form No. 3CD of the Income-tax 
Rules, 1962 (“the Rules”) vide Income-tax (7th amendment) Rules, 2014. The new Form No. 3CD 
includes certain new clauses and also amends few existing clauses. With these changes in Form No. 
3CD, a tax auditor’s responsibilities to report detailed information under the new/amended clauses 
have increased significantly. The objective of this article is to understand the significant amendments 
introduced in the Form No. 3CD, tax auditor’s reporting responsibilities to furnish information 
under the new/amended clauses, existing guidance available to comply with the new reporting 
requirements and practical difficulties which may be faced in order to comply with these additional 
reporting and disclosure requirements.
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Analysis of Significant New and Amended 
Clauses of Form No. 3CD
I. New Clause 4 requires the tax auditor to report 

whether the assessee is liable to pay indirect taxes 
like excise duty, service tax, sales tax, customs 
duty, etc. If yes, please furnish the registration 
number or any other identification number 
allotted for the same. 

This new clause requires the tax auditor to assess 
if the business or profession carried on by the 
asseessee is subject to the provisions of the indirect 
taxes. If yes, details of the registration number/
identification number allotted are required to be 
furnished. Information is restricted not only to  
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filed online with the authorities for assessment 
purposes. However, a clarification in respect of the 
tax auditor’s responsibilities is needed considering 
the subject matter expertise required for assessment 
of various indirect tax laws.

II. As per new clause 8, the tax auditor is required 
to indicate the relevant clause of Section 44AB 
under which the audit has been conducted.

Assessee is required to get its accounts audited 
under the following four clauses of Section 44AB of 
the Income-tax Act, 1961 (IT Act). 

(a) If total sales, turnover or gross receipts, 
as the case may be, in business exceed or 
exceeds R 1 crore in any previous year; or 

(b) gross receipts in profession exceed R25 
lakh in any previous year; or

(c) If assessee claims that actual profits/gains 
are lower that profits/gains deemed under 
Section 44AE or Section 44BB or Section 
44BBB or

(d) If assessee claims that actual profits and 
gains are lower than the profits and gains 
deemed under Section 44AD.

The relevant clause of Section 44AB under which tax 
audit is performed is now required to be disclosed in 
the Form No. 3CD. It is advisable that the tax auditor 
should also consider specifying the applicable clause 
of Section 44AB under which audit is conducted in 
the engagement letter signed with the assessee at the 
time of appointment. 

III. The Clause 11(b) has been amended to specify 
the address at which the books of account are 
kept. If the books of account are not kept at one 
location, the address of locations along with the 
details of books of account maintained at each 
location is required to be furnished. 

If the books of account are maintained by the 
assessee at one location, address of location where 
books are maintained is required to be disclosed 
under this clause. A question may arise in respect 
of assessee operating from multi-locations, and 
records are being maintained at the various locations 
as to whether the addresses and details of records 
maintained at each location needs to be disclosed. In 
respect of the same, reference is made to following 
paragraph of the Guidance Note on Tax Audit under 
Section 44AB of the Income-tax Act, 1961 issued by 
the Institute of Chartered Accountants of India (‘the 
Guidance Note’): 

“20.8. Books of account examined would constitute 
the books of original entry and the other books of 
account. While the assessee is required to maintain 
proper evidence in the form of bills, vouchers, 
receipts, documents, etc., it may be noted that these 
are essential to support the entries in the books of 
account and no reference to such supporting evidence 
need be made under this clause.”

Accordingly, the tax auditor should consider 
disclosing the address of each location where the 
books of original entry and other books of account 
are maintained. The address of each location, where 
other documents supporting the original entry in the 
books are maintained, may not be required. 

IV. Clause 11(c) related to list of books of account 
examined has been amended to include the 
nature of relevant documents examined by the 
tax auditor. 

During the course of audit, the tax auditor examines 
various documents including bills, voucher, receipts, 
bank statements, challans for deposit of statutory 
dues etc. Various documents examined by the tax 
auditor were not required to be specified in the old 
Form No. 3CD and the same has also been clarified 
in the Guidance Note as below: 
“20.8. Books of account examined would constitute 
the books of original entry and the other books of 
account. While the assessee is required to maintain 
proper evidence in the form of bills, vouchers, 
receipts, documents, etc., it may be noted that these 
are essential to support the entries in the books of 
account and no reference to such supporting evidence 
need be made under this clause.”

As per the amendment in the Clause 11(c), the 
tax auditor now needs to specify the documents 
examined by him. The tax auditor may examine 
various documents for the purpose of reporting on 
the various clauses. Giving a list of all documents 
examined under this clause may give an impression 
that the documents examined are applicable for all 
the clauses and, therefore, a question arise, whether 
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During the course of audit, the tax auditor examines 
various documents including bills, voucher, receipts, 

bank statements, challans for deposit of statutory 
dues etc. Various documents examined by the tax 

auditor were not required to be specified in the old 
Form No. 3CD and the same has also been clarified in 

the Guidance Note. 



Tax Audit

www.icai.org 55THE CHARTERED ACCOUNTANT    september 2014

351

the tax auditor needs to specify the documents 
examined under each clause. A clarification on the 
auditor’s responsibility under this clause is required. 

V. Clause 17 related to Transfer of land, building or 
both under section 43CA/50C of the IT Act has 
been incorporated in the Form No. 3CD which 
provides as below:

“Where any land, building or both is transferred 
during the previous year for a consideration less 
than value adopted or assessed or assessable by 
any authority of a State Government referred to in 
Section 43CA or Section 50C, details of property, 
consideration received or accrued and value adopted 
or assessed or assessable needs to be disclosed."

This new clause has been inserted in the Form 
No. 3CD pursuant to Section 43CA inserted by the 
Finance Act 2013. In respect of deemed income 
under Section 43CA, paragraph 25.15 of the 
Guidance Note provides as below: 
“25.15 If during the course of audit auditor finds that 
certain income (e.g. income referred to in section 41(1) 
or section 43CA) are not credited to profit and loss 
account, the particulars of the same along with the 
amount is required to be reported under this clause.”

In accordance with above guidance in the 
Guidance Note, deemed income under Section 
43CA was previously required to be reported as 
capital receipts and not credited to the statement of 
profit and loss under Clause 25(e) of the old Form 
No. 3CA. With the insertion of this specific clause 
in the Form No. 3CD, particulars of deemed income 
under Section 43CA are required to be disclosed 
separately. 

Details under Clause 17 are required to be 
disclosed only if total consideration for transfer 
of land or building is less than the value adopted 
or assessed or assessable by the stamp valuation 
authority. Further, if the assessee claims that the fair 
value of the asset is less than the value adopted or 
assessed by the stamp valuation authority/officer, 
the tax auditor should consider disclosing the same 
under this clause. 

VI. Clause 21 (b) in respect of amounts inadmissible 
under Section 40(a) has been amended to require 
detailed disclosures. 

In respect of amount inadmissible under Section 
40(a), more detailed and specific disclosures are now 
required under Clause 21(b) of the Form No. 3CD. 
In the old Form No. 3CD, disclosure of amounts 

inadmissible was required under Clause 17(f ). 
New Form No. 3CD has amended the disclosure 
requirements and detailed information has been 
sought for amounts inadmissible under each sub-
clause of Section 40(a). Disclosure required to be 
given under Clause 21(b) of the Form No. 3CD are 
summarised below: 
(i) In case of payments made to non-resident 

referred to in sub-Clause (i) for interest, royalty, 
fees for technical services (FTS) or any other 
sum chargeable under the IT Act, following 
details are required to be given:
- Details of payment on which tax is not 

deducted.
- Details of payment on which tax has been 

deducted but has not been paid during the 
previous year or in the subsequent year 
before the expiry of time prescribed under 
Section 200(1) of the IT Act.

(ii) In case of payment made to residents for any 
interest, commission or brokerage, rent, royalty, 
fees for professional services or FTS, amounts 
payable to a contractor or subcontractor, 
following details are required to be given:
- Details of payments on which tax is not 

deducted.
- Details of payment on which tax has been 

deducted but has not been paid during the 
previous year or in the subsequent year 
before the expiry of time prescribed under 
Section 139(1) of the IT Act.

(iii) Any sum paid on account of wealth-tax.
(iv) Any amount paid by way of royalty, licence 

fee, service fee, privilege fee, service charge 
or any other fee or charge, by whatever name 
called, which is levied exclusively on or which 
is appropriated directly or indirectly from a 
State Government undertaking by the State 
Government.

In respect of amount inadmissible under Section 
40(a), more detailed and specific disclosures are 
now required under Clause 21(b) of the Form No. 

3CD. In the old Form No. 3CD, disclosure of amounts 
inadmissible was required under Clause 17(f). 
New Form No. 3CD has amended the disclosure 

requirements and detailed information has been 
sought for amounts inadmissible under each sub-

Clause of Section 40(a).
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(v) Any payment which is chargeable under the 
head “Salaries,” if it is payable outside India or 
to a non-resident and if tax has not been paid 
thereon nor deducted therefrom. The details 
regarding the date of payment, amount of 
payment and name and address of the payee are 
to be provided.

(vi) Any payment to a provident or other fund 
established for the benefit of employees of 
the assessee, unless the assessee has made 
effective arrangements to secure that tax shall 
be deducted at source from any payments made 
from the fund which are chargeable to tax under 
the head “Salaries.”

(vii) Any tax actually paid by an employer referred in 
Section 10(10CC) of the IT Act.
Further, under each sub-clause, date of payment 

and name and address of the payee is mandatorily 
required to be given along with the amount of 
payment and nature of payment. The tax auditor 
should obtain details of the payee as required above 
and verify the same from the source document for 
the purpose of disclosure under this clause. 

Though specific disclosures have been 
prescribed under each sub-clause of Section 40(a), 
disclosures related to the amounts inadmissible 
under sub-Clause (ii) of Section 40(a) have not been 
included. Sub-Clause (ii) of Section 40(a) refers to 
any sum paid on account of any rate or tax levied on 
the profits or gains of any business or profession or 
assessed at a proportion of, or otherwise on the basis 
of any such profits or gains. Paragraph 35.8 of the 
guidance note provides that the amount of provision 
or payment of Income Tax, surcharge, education cess 
including interest under Section 234A, 234B, 234C 
and 234D will not be allowed as deduction under 
Section 40(a)(ii) and thus the same is required to 
be reported as amount inadmissible under Section 
40(a). Since disclosures related to the amount  
inadmissible under sub-Clause (ii) has not been 

included above in Clause 21(b), it appears that the 
same is not required to be disclosed in the current 
year Form No. 3CD. 

VII. Clause 21(d) (A) related to disallowance/deemed 
income under section 40A(3) has been amended 
and a new clause 21(d)(B) has been inserted as 
below: 

(A) On the basis of the examination of books of account 
and other relevant documents/evidence, whether the 
expenditure covered under Section 40A(3) read with 
rule 6DD were made by account payee cheque drawn 
on a bank or account payee bank draft. If not, provide 
prescribed information. 
(B) On the basis of the examination of books of 
account and other relevant documents/evidence, 
whether the payment referred to in Section 40A(3A) 
read with rule 6DD were made by account payee 
cheque drawn on a bank or account payee bank draft 
If not, please furnish the details of amount deemed 
to be the profits and gains of business or profession 
under Section 40A(3A). 

Under Clause 17(h) of the old Form No. 3CD, 
the tax auditor was required to obtain a certificate 
from the assessee relating to expenditure covered 
under Section 40A(3). As per the amended clause, 
the tax auditor’s responsibilities have been increased 
to include the examination of the books of account 
and other relevant documents/evidence in respect 
of payment referred to in Section 40A(3). To 
comply with the requirements of Clause 21(d), the 
tax auditor should consider obtaining the list of all 
payments made in respect of expenditure referred 
to in Section 40A(3). Considering the voluminous 
nature of the transactions, the tax auditor should 
consider appropriate audit procedures under 
generally accepted auditing principles and apply the 
concept of materiality and test checks. Though the 
requirement to obtain a certificate from the assessee 
has been discontinued, it may still be appropriate for 
the tax auditor to obtain a certificate/representation 
(also specifying whether the payment was made 
by an account payee cheque or draft) that all such 
transactions have been disclosed for the purpose of 
analysis under this clause. 

A new sub-Clause B has been inserted in respect 
of payments referred to in Section 40A(3A) covering 
expenditure for which deduction has been claimed 
during the assessment of the earlier years and the 
payment in respect of outstanding liability has been 
made during the year. 
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Clause 33 has been amended to additionally 
requires section-wise details of deductions, if any, 
admissible under Chapter III (Section 10A, Section 
10AA of the IT ACT) as well. Further, it is specifically 

required to be mentioned that the amount admissible 
fulfills the conditions, if any, specified under the 

relevant provisions of IT Act or IT Rules or any other 
guidelines, circular etc. issued in this behalf. 
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There will be practical difficulties in verifying 
that the payments are being made by account payee 
cheque or an account payee bank draft. In such cases, 
the tax auditor should verify the transactions with 
reference to such evidence which may be available. 
In the absence of sufficient/appropriate evidence, the 
tax auditor should consider obtaining a certificate/
management representation and consider making 
appropriate disclosure in the Form No. 3CD. 

VIII. Two new Clauses 28 and 29 related to property 
received without consideration or for inadequate 
consideration and share issued for consideration 
which exceeds the fair market value have been 
inserted as below: 

Clause 28: “Whether during the previous year, the 
assessee has received any property, being share of a 
company not being a company in which the public 
are substantially interested, without consideration or 
for inadequate consideration as referred to in section 
56(2)(viia) of the IT Act, if yes, details of the same to 
be furnished.”
Clause 29: “Whether during the previous year, the 
assessee received any consideration for issue of shares 
which exceeds the fair market value of the shares as 
referred to in section 56(2)(viib) of the IT Act, if yes, 
details of the same to be furnished.”

The above two new clauses have placed 
additional responsibilities upon the tax auditor to 
assess if the transactions referred to in Sections 56(2)
(viia) and 56(2)(viib) are executed for inadequate 
considerations as per the valuation rules prescribed 
for the purpose of these two sections. 

The tax auditor should obtain the details of 
transactions executed during the year covered 
under these clauses and valuation in support of 
this consideration. The tax auditor is responsible 
to examine the basis for arriving at the value used 
for entering into these transactions and whether the 
same is in compliance with the rules as prescribed. 
If the value has been computed basis independent 
valuer’s report, the tax auditor should obtain and 
examine the valuation report to be in compliance 

with these Rules. In case, the tax auditor is of the 
view that the consideration of transactions entered 
into is not in compliance with applicable valuation 
rules, appropriate disclosures of the same should be 
made under these clauses. 

IX. Clause 32 has been amended to incorporate 
following three new sub-clauses:

“(c) Whether the assessee has incurred any speculation 
loss referred to in Section 73 of the IT Act during the 
previous year, if yes, please furnish the details.
(d) Whether the assessee has incurred any loss 
referred to in Section 73A of the IT Act in respect of 
any specified business during the previous year, if yes, 
furnish relevant details
(e) In case of a company, please state that whether the 
company is deemed to be carrying on a speculation 
business as referred in Explanation to Section 73 
of the IT Act, if yes, please furnish the details of 
speculation loss, if any, incurred during the previous 
year.”

The above new sub-clauses require disclosure 
of losses in speculation business. Disclosure has 
been restricted only for speculation loss incurred 
during the previous year. Clause 32(a) deals with the 
disclosures of brought forward losses/deprecation 
and detailed disclosures are required to be made for 
all the years. However, disclosures for speculation 
losses are required to be made only for loss  
incurred during the previous year. Details of 
speculative losses brought forward are not required 
to be disclosed. 

X. Clause 33 has been amended to additionally 
requires section-wise details of deductions, if 
any, admissible under Chapter III (section 10A, 
section 10AA of the IT ACT) as well. Further, it 
is specifically required to be mentioned that the 
amount admissible fulfills the conditions, if any, 
specified under the relevant provisions of IT Act 
or IT Rules or any other guidelines, circular etc. 
issued in this behalf. 
Clause 33 has been amended to cover deductions 

admissible under Chapter III. Further, the tax 
auditor is specifically required to opine that the 
amount admissible fulfills the underlying conditions 
specified in IT Act or IT Rules or any other guidance, 
circular etc. Though Clause 33 has been amended 
specifically to include the tax auditor’s responsibility 
to ascertain compliance with all underlying 
conditions, the Guidance Note also clarifies the 
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Under Clause 41, the details of demand raised or 
refund issued during the previous year under any tax 

laws other than the IT Act and Wealth-tax Act, 1957 
along with details of relevant proceedings.
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tax auditor’s responsibility in respect of deductions 
claimed. Relevant extract of the Guidance Note is 
reproduced below for reference:
“56.4 The admissibility of the aforesaid deductions 
is dependent upon various conditions laid down in 
the section under which deduction is admissible. It is, 
therefore, advised that while working out the amount 
of admissible deduction the tax auditor has to 
ascertain that those condition stand fulfilled or not. 
For ascertaining this, the tax auditor has to obtain 
all necessary evidence which would enable him to 
express the opinion regarding the admissibility of 
deductions.”

To comply with the requirements of Clause 33, 
the tax auditor should obtain all the information 
to ascertain that deductions admissible under 
Chapter VIA or Chapter III fulfill all the conditions 
prescribed in IT Act and IT Rules. The amendment 
in this clause has put onerous responsibility upon 
the tax auditor and the tax auditor needs to be very 
careful in examining the compliances and reporting 
on the same. A more detailed guidance is needed 
from the ICAI to clarify the reporting responsibility 
of the tax auditor. 

XI. As per revised Clause 34(a), if the assessee is 
required to deduct or collect tax as per the 
provisions of  Chapter XVII-B or Chapter XVII-
BB, prescribed details are required to be furnished.

The following table summarises the details which are 
required to be furnished in respect of tax deducted at 
source vis-a-vis the details required to be furnished 
earlier in Old Form No. 3CD:
As per revised clause 
of Form No. 3CD

As per the clause in old 
Form No. 3CD

Prescribed details if the 
assessee is required to 
deduct tax*

Prescribed details if the 
provision of Chapter 
XVII-B not complied with:

- Tax Deduction 
Number (1)

- Tax deductible and 
not deducted at all

- Section reference 
(2)

- Tax deducted late

- Nature of payment  
(3)

- Tax deducted but 
not paid to the 
credit of the Central 
Government

- Total amount of 
payment of the 
nature specified in 
3 above (4)

As per revised clause 
of Form No. 3CD

As per the clause in old 
Form No. 3CD

- Total amount on 
which tax was 
required to be 
deducted out of 4 
above (5)

- Total amount on 
which tax was 
deducted at the 
specified rate out of 
5 above (6)

- Amount of tax 
deducted out of 6 
above (7)

- Total amount out 
of which tax was 
deducted at less 
than specified rate 
out of 7 above (8)

- Amount of tax 
deducted on 8 
above

- Amount of tax 
deducted but not 
deposited

*Prescribed information is also required to be 
submitted for tax collected at source which was not 
covered earlier. 

As per the revised clause, the above prescribed 
information is required to be furnished if the 
assessee is liable to deduct tax. In old Form No. 
3CD, information was to be furnished only for 
cases/instances which were in non-compliance 
with the provisions of Chapter XVII-B. Under the 
new requirement, it appears that the information is 
required to be given in the prescribed manner for all 
the transactions under the four board categories. 

A clarification on reporting responsibilities 
of the tax auditor under this clause is required 
either from CBDT or ICAI to give details of all the 

The changes reported in this article pertaining to 
Form No. 3CD have increased the assessee and the 
tax auditor’s responsibility very significantly. The 
assessee is now required to have robust internal 

control processes and systems in place to capture 
all the details which are required to be disclosed in 

the Form No. 3CD.
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transactions which are subject to deduction of tax 
at source and would tantamount to reproduction of 
voluminous information as per the TDS returns in 
the Form 3CD. 

XII. As per amendment in Clause 34 (b), the tax 
auditor is required to report whether the assessee 
has furnished the statement of tax deducted or 
tax collected within the prescribed time. If not, 
prescribed details are required to be furnished.

With the insertion of this new clause in Form No. 
3CD, the tax auditor’s responsibility has been 
increased to ascertain and report whether the 
assessee has submitted the statement of tax deducted 
or collected within the prescribed time. Further, the 
tax auditor also needs to check whether the statement 
of tax deducted or collected contains information 
about all the transactions which are required to be 
reported. This puts additional responsibility upon 
the tax auditor to report on completeness of all the 
transactions of delayed deposit of tax deducted or 
collected at source. A detailed guidance to clarify 
the reporting responsibilities of the tax auditor is 
required under this new clause. 

XIII. As per Clause 34(c), the tax auditor is required to 
report whether the assessee is liable to pay interest 
under Section 201(1A) or Section 206C(7) of the 
IT Act. If yes, prescribed details are required to be 
furnished. 
The tax auditor should obtain details of all 

the transactions from the assessee where there is a 
delay in deposit of tax deducted or collected within 
the prescribed time. Amount of interest payable 
under Section 201(1A)/206C(7) and details of actual 
deposit of same are required to be furnished under 
this new clause. 

XIV. Under Clause 36, in addition to the total amount 
of distributed profits, total tax paid thereon and 
dates of payment, the following additional details 
are required to be disclosed:

•	 Amount	of	 reduction	as	 referred	 to	 in	Section	
115-O(1A)(i) of the IT Act

•	 Amount	of	 reduction	as	 referred	 to	 in	Section	
115-O(1A)(ii) of the IT Act.
In respect of above change in Form No. 3CD, a 

reference is made to the following paragraph of the 
Guidance Note: 
“60.1 Section 115-O provides for a special levy at the 
prescribed rate, on the amount of dividend declared, 

distributed or paid by such company whether such 
dividend is out of current profit or accumulated 
profits. Vide this clause the tax auditor has to report 
on profit distributed during the financial year and 
therefore, the amount of tax worked out on such 
distributed profit at the prescribed rate plus surcharge 
at the applicable rate on the tax and the educational 
cess thereon has to be reported against this clause. 
The amount of the dividend referred to in sub-Section 
(1) is to be reduced by the amount referred to in sub-
Section (1A). Since the tax is payable on such reduced 
amount, the net amount may be reported in the sub-
Clause (a). The tax auditor should keep the working 
papers to reveal how the net amount has been arrived 
at.”

Based on above clarification in the Guidance 
Note, the amount of distributed profits was 
previously reported net of amount referred to in 
sub-Section (1A). Since disclosures related to tax on 
distributed profits of domestic companies have been 
amended to include the disclosure of amount of 
reduction referred to Section 115-O(1A)(i) & (ii), the 
amount of distributed profits now will be the gross 
amount under this clause. 

XV. Clauses 37 to 39 have been amended to increase 
the reporting responsibility of the tax auditor 
related to cost audit, excise audit and service tax 
audit

Reporting requirements related to the cost audit 
and excise audit have been amended. Previously, a 
report of cost audit and excise audit was required to 
be attached along with the Form No. 3CD. Related 
requirements have now been amended and the 
reports of cost audit/excise audit are no longer 
required to be attached with the Form No. 3CD. As 
per the amended clause, if there is any disqualification 
or disagreement on any matter/item/value/quantity 
reported by the cost auditor/excise auditor, the same 
is required to be disclosed in the Form No. 3CD. 

Further, if any audit was conducted under Section 
72A of the Finance Act, 1994 in relation to valuation 
of taxable services, the details of disqualification or 
disagreement on any matter/item/value/quantity 
reported/identified by the auditor is also require to 
be disclosed in the Form No. 3CD.

In terms of the above changes in the Clauses 
37 to 39, the tax auditors is now required to analyse 
all the observations in the cost audit, excise audit 
and service tax audit reports. There is a possibility 
that different views may be taken by different stake 

355



Tax Audit

www.icai.orgTHE CHARTERED ACCOUNTANT    september 201460

holders in respect of observations mentioned in 
these reports and may result in dispute in terms of 
reporting under these clauses. 

XVI. Under clause 41, the details of demand raised or 
refund issued during the previous year under any 
tax laws other than the IT Act and Wealth-tax Act, 
1957 along with details of relevant proceedings.

This is a new clause inserted in the Form No. 3CD 
and the tax auditor is required to obtain details of 
all demand raised/refund issued from the assessee 
and furniture required information under this clause 
significantly increasing the tax auditor’s reporting 
responsibility. 

Conclusion 
The changes reported above in the Form No. 3CD 
have increased the assessee and the tax auditor’s 
responsibility very significantly. The assessee is now 
required to have robust internal control processes 
and systems in place to capture all the details which 
are required to be disclosed in the Form No. 3CD. 
The tax auditor’s responsibilities have been increased 

to include reporting on indirect tax matters, 
comparison of consideration for transfer of assets 
with the minimum value defined by stamp value 
authority, reporting the detailed disclosures related 
to compliance of tax deduction/collection. The tax 
auditor’s responsibilities related to the compliance 
with the various conditions for claiming deductions 
under Chapter VIA and III have been clarified in the 
Form No. 3CD itself in line with the existing guidance 
from the ICAI. In respect of receipt of shares of 
private limited company without consideration 
or for inadequate consideration and receipt of any 
consideration for issue of shares which exceeds the 
fair market value of the shares, the tax auditor now 
needs to check and report on the valuation of these 
transactions as per the prescribed rules. 

It appears that at a number of places, the tax 
authorities want to get a major part of the report in a 
format which helps them in taking further action at 
a faster pace. The tax auditor’s responsibility would 
increase manifold as he would be required to make 
his interpretations on a number of matters and give 
his report. 
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