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Amendments in Tax Audit Report - 
Provisions and Compliance

Clause 4: 
“Whether the Assessee is liable to pay indirect tax 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 has two parts. The first part 
requires the Auditor to answer whether the Assessee 
is liable to pay indirect taxes like excise duty, service 
tax, sales tax, custom duty, etc. Apart from these any 

Since 1984, when the tax audit provisions were introduced in the Income-tax Act, 1961, the Tax 
Audit Report Form 3CD has been amended several times. Each time the reporting requirements have 
been increased to cover the important information required by the assessing officers for assessment 
purposes. The report has from time to time been aligned with the changes made in the provisions of 
the Income-tax Act, 1961 and accordingly included the relevant clauses. Recently, on 25th July 2014, 
CBDT has issued a revised format of tax audit report vide its Notification No. 33/2014. The new 
format has amended 19 existing clauses and added 12 new clauses with special emphasis on TDS 
compliance. The changes in Form 3CD have come at a time when either audit of many clients is over 
or audit work is in full swing. This has created additional work burden on practicing Chartered 
Accountants and Assessee specially when the last date of filling of IT Return along with audit reports, 
i.e., 30th September is very close. The amendments in the reports are important, vital, time consuming 
and having far reaching effects on assessment proceedings. It is high time for the Chartered Accountant 
fraternity to analyse, interpret, comply and prepare report as per requirements of amended Form 
3CD in the prescribed time frame. An analysis of major amendments is made hereunder.
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liability in respect of luxury tax, entertainment tax, 
local body tax, entry tax, central sales tax, etc., needs 
to be considered. If the Assessee is liable to pay any 
indirect tax out of these, the answer would be ‘yes’.

Under the second part, the Auditor is required 
to furnish the registration number or any other 
identification number. There may be cases where an 
Assessee is liable to pay a tax. However, it has not 
obtained the respective registration number. In such 
case, the Auditor would be only able to report the 
registration numbers informed to it by the client. The 
reporting requirement does not appear to extend 
to report the fact that even though the Assessee 
is liable to pay, for e.g., service tax under Reverse 
Charge Mechanism, it has however not applied for 
registration. Even in cases where the registration 
number is applied but not granted, it may not be 
required to be reported as the clause provides to 
‘number allotted.’ 

The aim of this clause could be to cross check the 
information like sales, production, CENVAT, etc., 
submitted under various statutes. 

Clause 6: 
“Previous year from……………..to ……………”

This change from earlier requirement is due 
to the problem in reporting that had arisen due to 
e-filing format where the period of audit was fixed 
as whole year ending on 31st March. This change 
now enables the auditor to specify audit period 
where the business activities were not carried out 
throughout the complete year from 1st April to 31st 
March. For e.g., Where a new company has been 
incorporated and commenced its business during 
the year then the period beginning from would be 
the date of its incorporation. Similarly, where an 
Assessee has amalgamated to dissolve before 31st 
March then the period of audit would be till the date 
of Amalgamation or dissolution, etc.

Clause 8: 
“Indicate the relevant clause of Section 44AB under 
which the audit has been conducted”
There are four clauses under Section 44AB i.e.: 
(a) Where Business receipts exceed R1 crore; 
(b) Where Professional receipts exceed R25 lakh; 
(c) Entities showing less profit than prescribed in 

Presumptive cases in Section 44BB, 44BBB, 
44AE; 

(d) Presumptive case under Section 44AD.
This clause now requires the specific section due 

to which the audit provision is attracted. In cases 
where though the statutory provisions of Section 
44AB do not mandate audit, the Assessee still get 
their books of accounts audited and obtain the report 
in Form 3CD, none of the above clauses of Section 
44AB can be indicated. For e.g., Audit report in Form 
3CD required to be submitted to Sales tax authorities 
where business turnover is below R1 crore and the 
net profit declared is higher than specified rate of 
8%. In such cases, a relevant disclosure needs to be 
given in Form 3CA/3CB.

On the other hand, this reporting may be helpful 
to the Institute in effective monitoring of the ceiling 
limits over Tax Audits which are conducted under 
Clause (a) and (b) above.

Clause 11(b): 
List of books of account maintained and the address 
at which the books of accounts are kept.

The existing reporting requirement under this 
clause has been extended to include the addresses 
of places where the books of accounts have been 
kept. In this regard, the auditor would be required 
to report the location of only those records which 
would be covered within the meaning of books of 
accounts as defined in Section 2(12A) of the Act, i.e., 
‘ledgers, day-books, cash books, account-books and 
other books.’ 

If the books of accounts are not kept at one 
location, then the addresses of locations along with 
the details of books of accounts maintained at each 
location has to be furnished.

It may be noted that under Section 133A of the 
Act a ‘place of business’ would include those places 
where books of accounts are kept. Income tax 
Authorities are authorised to carry out survey action 
under Section 133A at all such business places. 
Therefore the purpose of this additional reporting 
requirement may be to have a list before hand of 
places which may be visited in Survey action under 
Section 133A.

Clause 11(c): 
“List of books of account and nature of relevant 
documents examined.”

Earlier reporting requirement under this 
clause was limited to the list of books of accounts 
examined. The additional requirement is to provide 
the nature of relevant documents examined. The 
terms ‘relevant documents’ have a very wide 
meaning. It would consist of those documents apart 
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from books of accounts which are relevant and form 
basis of reporting for a particular clause. For e.g., 
investment register, various agreements, minutes 
books, correspondences, assessment orders of 
various authorities. 

Clause 12: 
“Whether the profit and loss account includes any 
profits and gains assessable on presumptive basis, 
if yes, indicate the amount and the relevant Section 
(44AD, 44AE, 44AF, 44B, 44BB, 44BBA, 44BBB, 
Chapter XII-G, First Schedule or any other relevant 
section).”

In addition to the requirement in the earlier 
clause, there is inclusion of Chapter XII-G and First 
Schedule for reporting of amount of profits and gains 
assessable on presumptive basis. Chapter XII-G 
deals with Shipping Tonnage Tax and First Schedule 
deals with Insurance Business.

Clause 13(c) and 14(b): 
Effect of deviation in Methods of Accounting from 
previous year and effect of deviation from the 
method of valuation prescribed under Section 145A.

The only change in these clauses is insertion of 
a table for uniform presentation of information 
required. This table is to align with the format 
provided in e-filing utility which is shown as under:
Serial 
number

Particulars Increase in 
profit (R)

Decrease in 
profit (R)

    

Clause 17: 
“Where any land or 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 50C, please furnish:
Details of 
property

Consideration 
received or accrued

Value adopted 
or assessed or 
assessable

   
The tax auditor would be required to report under 
this clause if the following conditions persist: 
•	 There	is	a	transfer	of	land	or	building	or	both.
•	 Such	transfer	 is	during	the	previous	year	under	

audit.
•	 Consideration	of	 such	 transfer	 is	 less	 than	value	

adopted or assessed or assessable by any authority 
of a State Government referred to in Section 43CA 
or 50C of the Act, i.e., stamp valuation authority.

The tax auditor should identify the land or 
building transferred during the year and ascertain 
the consideration received or accrued based on 
the entries in the books of accounts and relevant 
documents such as Registration deed, Sale 
Agreement, etc. Normally, the value adopted or 
assessed by stamp valuation authority is available 
for verification from the Registered deed issued by 
the Sub-Registrar. If such value adopted or assessed 
is more than the consideration received or accrued 
then reporting has to be made in such case.

However, there may be cases where the transfer 
is not registered or Registration deed is not available. 
In those cases, the value assessable by the stamp 
valuation authority is not readily available. In such 
situation, the tax auditor should obtain certificate 
of value assessable by Stamp Valuation authority 
from a Registered valuer, being an expert in this 
field. The tax auditor is also required to exercise his 
due diligence by broadly reviewing the assumptions 
and parameters of certified value assessable before 
relying on expert.

In cases of an Assessee engaged in the business 
of real estate where the construction of property 
is carried out in more than one previous year, the 
reporting has to be done in year of transfer. The 
value adopted or assessed or assessable in such cases 
would be value prevailing on the date of agreement 
if the amount of consideration or a part thereof has 
been received by any mode other than cash on or 
before the date of agreement for transfer of the asset 
as contemplated in sub-Section (4) of Section 43CA 
of the Act.

In case of an individual the Assessee who 
maintains books of accounts only for his business, 
his personal assets are not recorded in such books. 
Where there is a sale of his personal asset being land 
or building, the reporting has to be done based on 
relevant documents provided by the Assessee. 

The major changes in tax audit report format have 
increased the work of an auditor significantly. 
Certain requirements are of highly technical 

nature for which due care needs to be exercised 
as it may have far reaching impact on Assessment 

proceedings. It also appears that the reporting 
requirements in respect of TDS provisions are 

focused to ensure timely compliance and initiate 
severe actions against defaulters.
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The tax auditor should apply reasonable checks 
such as verification of Form 26AS, wherein TDS 
under Section 194IA is reported, to identify any 
transactions of transfer of land or building. 

Clause 18: 
The words ‘Modified Value added tax’ has been 
replaced with ‘Central Value added tax.’

Clause 19: 
This clause deals with special deductions. In addition 
to the existing sections, the following new sections 
have been included for reporting:
Section Particulars 
32AC  Investment in new plant or 

machinery 
35(1(i) In-house Scientific Research (SR) 
35(1)(ii) Outside SR 
35(1)(iia) Approved SR Company 
35(1)(iii) Approved Social Science Research, etc 
35(1)(iv) Capex SR 
35(2AA) Contribution to Noted Institution 
35(2AB) In house R&D 
35ABB Telecom License expense 

Further the reporting has to be done in following 
tabular format:
Section Amount 

debited to 
profit and 
loss account

Amounts admissible as 
per the provisions of the 
Income-tax Act, 1961 and 
also fulfils the conditions, 
if any specified under the 
conditions, if any specified 
under the relevant 14 
provisions of the Income-
tax Act, 1961 or Income 
Tax Rules, 1962 or any 
other guidelines, circular, 
etc., issued in this behalf.

The clause now additionally requires a tax  
auditor to report the admissibility of specified 
deduction based on provisions of Income-tax 
Act and Rules. Further, the scope of examination 
has been extended to verify the compliance of 
conditions specified under the Act and Rules and 
also compliance of any other guidelines, circular, 
etc, issues in this behalf. There may be cases where 
no amount is debited in P & L, however, the 
amount is admissible as deduction and needs to be  
reported, for e.g., investment allowance under 
Section 32AC. 

Clause 20(b): 
The existing clause required reporting of employee’s 
contribution to specified funds which have been 
collected and deposited by the employer vis-à-
vis due date and actual date of such deposit. The 
presentation has now been required in following 
tabular format:
Serial 
number

Nature 
of fund

Sum 
received 
from 
employees

Due 
date for 
payment

The 
actual 
amount 
paid

The actual 
date of 
payment 
to the 
concerned 
authorities

Any delayed deposit of employee’s contribution 
is deemed as income under Section 2(24)(x). 
Though the reporting under this clause has to be 
done irrespective of the fact that there is any delay 
in deposit or not but it may be worthwhile to note 
that if the same has been deposited before the due 
date of filing of return specified in Section 139(1), 
then the same may not be added to the income of the 
Assessee based on following precedents:

•	 CIT vs. AIMIL Ltd. [2010] 321 ITR 508 (Del)
•	 CIT vs. Kichha Sugar 356 ITR 351 (Utt)
However, a converse view has been taken in case 

of CIT vs. Gujarat State Road Transport Corp. [2014] 
(41 taxmann.com 100) by Gujarat High Court.

Clause 21(a): 
Please furnish the details of amounts debited to the 
profit and loss account, being in the nature of capital, 
personal, advertisement expenditure etc.
Nature Serial number Particulars Amount in R

Earlier, Clause 17(a), (b) and (c) have now 
been combined under this clause where details of 
inadmissible expenses by way of capital, personal 
has been asked along with details of Advertisement 
Expenses. It appears that the reporting  
requirement is only with regard to inadmissible 
advertisement expenses as contemplated under 
Section 37(2B) which deals with advertisement 
in any political publication. In the e-filing utility 
members were facing problems of reporting since 
only total amount disallowable under these clauses 
could have been disclosed without any description 
or breakup which had to be derived from the audit 
documentation. The present tabular format allows 
giving description and details in separate line items 
which has increased the readability and utility of 
amount reported under this clause. Further, the 
word ‘etc.’ written after advertisement appears to be 
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indicative of advertisement which is disallowable 
under Section 37(2B) of the Act.

Clause 21(b): 
This clause has replaced earlier Clause 17(f ) which 
required to report the total amount disallowable 
under Section 40(a) in aggregate. However, the same 
has been made comprehensive and has been divided 
in sub-Clauses (i) to (viii) discussed hereunder:

(i) Amounts inadmissible under Section  
40(a)(i)-This deals with all payments, 
provisions or credits to non-residents on 
which either tax is not deducted or not paid 
after deduction. Reporting has to be made 
in following manner:
(A) Details of payment on which tax is 

not-deducted: 
(I) Date of payment
(II) Amount of payment
(III) Nature of payment
(IV) Name and address of the payee

(B) 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)
(I) Date of payment
(II) Amount of payment
(III) Nature of payment
(IV) Name and address of the payee
(V) Amount of tax deducted

(ii) Amounts inadmissible under Section 40(a)
(ia): This deals with those payments or 
provisions or credits to residents on which 
either tax is not deducted or not paid after 
deduction. Reporting has to be made in 
similar manner as (i) above however in 
Part(B) in case of tax is deducted but not 
deposited there is an additional information 
sought in respect of Amount of tax deposited 
out of sum deducted. 

Sub-Clause (iii) to (viii) deals with following 
disallowances under Section 40(a) where the 
inadmissible amount needs to be reported:
Reporting 
sub-
Clause

Sub-Section 
to Section 
40(a)

Particulars

iii ic any sum paid on account 
of fringe benefit tax 
under

Reporting 
sub-
Clause

Sub-Section 
to Section 
40(a)

Particulars

iv iia any sum paid on account 
of wealth-tax.

v iib any amount 
(A)   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
(B)  which is 
appropriated, directly 
or indirectly, from, 
a State Government 
undertaking by the State 
Government

vi iii any payment which is 
chargeable under the 
head "Salaries", if it is 
payable outside India; or 
to a non-resident, and if 
the tax has not been paid 
thereon nor deducted 
therefrom under Chapter 
XVII-B;]

vii iv 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"

viii v any tax actually paid by 
an employer referred 
to in Clause (10CC) of 
Section 10;

Clause 21(d): 
“Disallowance/deemed income under Section 
40A(3)…..
(B) On the basis of the examination of books of 

361



Tax Audit

www.icai.orgTHE CHARTERED ACCOUNTANT    september 201466

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);

In the earlier clause, the reporting requirement 
of disallowance under Section 40A(3) of the Act has 
now been extended to report deemed income under 
Section 40A(3A) of the Act. Under Section 40A(3A), 
where the liability of expense booked in earlier 
year is paid otherwise than account payee cheque 
in subsequent year/years, it is deemed as income 
of year in which payment is made. The tax auditor 
is required to verify the creditors having opening 
balance and discharge of such opening liability. 

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), if 
yes, please furnish the details of the same.”
This clause is applicable on fulfillment of following 
conditions:
•	 The	Assessee	is	a	firm	or	company.
•	 It	 has	 received	 shares	 of	 a	 company	 which	 is	

private limited or closely held public company. 
•	 The	consideration	is	less	than	Fair	Market	Value.

For the purpose of reporting under this clause 
‘fair market value’ is to be taken as per Rule 11UA 
of the Income tax Rules. Such formula of fair market 
value computes the book value of such share based 
on the balance sheet of the company whose share is 
sought to be received by the Assessee.

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), if yes, please furnish the 
details of the same.

This clause is applicable to a company on 
the issue of shares at a price higher than its fair  
market value. The difference between FMV and issue 
price is deemed to be income of the Assessee. For 
the purpose of this clause, the tax auditor has to 
determine the fair market value which is based on 
Rule 11UA.

As per such Rule the Fair Market value is 
computed as per following two methods at the 
option of the Assessee:
- Book Value
- Discounted Free Cash Flow method (DCF)

Normally since DCF method being based on 
future profits gives higher value as compared to Book 
value it is adopted for determining FMV. The tax 
Auditor is required to reasonably check the basis of 
valuation and exercise due diligence in accepting the 
valuation report if carried out by any other person.

Clause 31(c): 
"Whether the taking or accepting loan or deposit, or 
repayment of the same were made by account payee 
cheque drawn on a bank or account payee bank draft 
based on the examination of books of account and 
other relevant documents."

The requirement of certificate from the Assessee 
has been deleted under this clause. The tax auditor 
is now required to report his findings based on 
examination of books of accounts along with other 
relevant documents. Such other relevant document 
would include the copies of cheque, bank statements 
showing NEFT/RTGS narrations, etc.

Clause 32(c): 
“Whether the Assessee has incurred any speculation 
loss referred to in Section 73 during the previous year, 
If yes, please furnish the details of the same.”

Section 73 of the Act provides that loss in respect 
of a speculation business carried on by the Assessee, 
shall not be set off with any other income except 
profits from speculation business.

Speculation business is defined in sub-Section 
(5) of Section 43 to mean a transaction in which a 
contract for the purchase or sale of any commodity, 
including stocks and shares, is periodically or 
ultimately settled otherwise than by the actual 
delivery or transfer of the commodity or scrip. 
However, proviso, to such subsection gives certain 
exceptions, for e.g., trading in derivatives on a 
recognised stock exchange, trading in commodity 
derivative on recognised stock exchange on which 
CTT is paid.

Clause 32(d): 
“Whether the Assessee has incurred any loss referred 
to in Section 73A in respect of any specified business 
during the previous year, if yes, please furnish details 
of the same.”
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Section 73A provides that losses in respect of 
specified business provided in Section 35AD would 
not be allowable to set off with income chargeable 
under other heads. Section 35AD provides for 
special deduction in respect of following business:
 (i) setting up and operating a cold chain facility;
 (ii) setting up and operating a warehousing facility 

for storage of agricultural produce;
 (iii) laying and operating a cross-country natural 

gas or crude or petroleum oil pipeline network for 
distribution, including storage facilities being an 
integral part of such network;

 (iv) building and operating, anywhere in India, a 
hotel of two-star or above category as classified by 
the Central Government;

 (v) building and operating, anywhere in India, 
a hospital with at least one hundred beds for 
patients;

 (vi) developing and building a housing project 
under a scheme for slum redevelopment or 
rehabilitation framed by the Central Government 
or a State Government, as the case may be, and 
notified by the Board in this behalf in accordance 
with the guidelines as may be prescribed;

 (vii) developing and building a housing project 
under a scheme for affordable housing framed by 
the Central Government or a State Government, 
as the case may be, and notified by the Board in 
this behalf in accordance with the guidelines as 
may be prescribed;

 (viii) production of fertiliser in India;
 (ix) setting up and operating an inland container 

depot or a container freight station notified or 
approved under the Customs Act, 1962 (52 of 
1962);

 (x) bee-keeping and production of honey and 
beeswax;

 (xi) setting up and operating a warehousing 
facility for storage of sugar;
If the Assessee is engaged in above referred  

special business and if the business results in  
loss then the same needs to be reported. Where 
the Assessee is engaged in multiple business 
including special business but maintains common 
books of accounts in such cases profit/loss needs 
to be computed by the Assessee after considering 
the relevant income and expenditure and after  
allocation of common expenses based on a logical 
basis.

Clause 32(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, if 
yes, please furnish the details of speculation loss if 
any incurred during the previous year.”

As per Explanation to Section 73, where any part 
of the business of a company having mainly business 
income, consists in the purchase and sale of shares 
of other companies, such company shall, for the 
purposes of this section, be deemed to be carrying 
on a speculation business to the extent to which the 
business consists of the purchase and sale of such 
shares.

The tax auditor has to reasonably check in cases of 
operating companies mainly having business income 
that if any purchase and sale of shares has resulted 
in loss. Such loss is deemed to be speculative and is 
required to be disclosed under this clause.

Clause 34(a): TDS Details
“Whether the Assessee is required to deduct or 
collect tax as per the provisions of Chapter XVII-B or 
Chapter XVII-BB, if yes please furnish.”

Tax 
deduction 
and 
collection 
Account 
Number 
(TAN)

Section Nature 
of 
payment

Total 
amount of 
payment 
or receipt 
of the 
nature 
specified 
in column 
(3)

Total 
amount 
on which 
tax was 
required 
to be 
deducted 
or 
collected 
out of (4)

Total 
amount 
on which 
tax was 
deducted 
or 
collected 
at 
specified 
rate out 
of (5)

Amount 
of tax 
deducted 
or 
collected 
out of (6)

Total 
amount 
on which 
tax was 
deducted 
or 
collected 
at less 
than 
specified 
rate out 
of (7)

Amount 
of tax 
deducted 
or 
collected 
on (8)

Amount 
of tax 
deducted or 
collected not 
deposited to 
the credit of 
the Central 
Government 
out of (6) 
and (8)

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)
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As per this clause, information has to be  
furnished in above table only if the Assessee 
is required to deduct or collect tax as per the  
provisions of Chapter XVII-B or Chapter XVII-BB. 
In some cases the the Assessee may not required 
to deduct tax even though audit is conducted  
For e.g.:
- When it is the first year of applicability of tax 

audit under Section 44AB.
- Tax Audit under Section 44AB when the profit of  

business is less than specified percentage of 
presumptive taxation in Clause (c) and (d) of 
Section 44AB.

- Entities like Trusts who voluntarily get their 
accounts audited and obtain report in Form 3CD.

- When none of the payment or credit in books 
requires deduction of tax at source of collection 
at source
In such cases the answer to the first question 

would be ‘no’ and consequently no reporting  
in table under second part of clause would be 
triggered.

The following details are required to be reported 
if the second part of clause is applicable in the 10 
columns of the table as under:

1. TAN– In case of a certain Assessee, there 
can be multiple TANs, for e.g., branches 
of a Company, Branches of Banks etc. have 
separate TAN.

2. Section– Section prescribing deduction or 
collection of Tax under the Act.

3. Nature of Payment– Expense debited to P 
& L or capitalised on which TDS or TCS is 

applicable. Though the column heading only 
uses the word ‘Payment’, however, reading it 
together with guiding clause suggests that 
the intention is to also cover ‘receipt’ in case 
of TCS. 

 Moreover, the word ‘payment’ in normal 
sense would not include ‘credit’ however  
the intention appears here to ensure 
compliance to the provisions dealing with 
TDS and TCS provisions. Accordingly,  
the Tax Auditor may report total  
amounts in this table including provisions/
credits.

4. Total Payment of such Nature– Total amount 
of such nature (both paid and credited) 
irrespective of TDS/TCS applicability has to 
be disclosed under this column.

5. From the total amount of such nature, the 
Tax Auditor has to identify such amounts 
on which the requirement to deduct or 
collect tax is attracted.

6. Amounts reported in column 5 above have 
to be classified in further two categories. 
First category being of those amounts 
on which tax deduction or collection is 
attracted at specified rate. Such category on 
which specified rate is applicable has to be 
reported here. Second category is dealt in 
column 8.

7. Amount of tax deducted on amounts which 
required deduction or collection of tax at 
specific rate reported in column 6. 

8. Under this column second category of 
amounts on which tax is deductible or 
collectible at less than specific rate out of 
total amount in column 5 has to be reported 
here. However, it appears that the column 
inadvertently gives reference to column 7 
instead of column 5. Such situation would 
arise where an Assessee has obtained lower 
deduction certificates.

9. Amount of tax deducted or collected at less 
than specified rate on amount reported in 
column 8.

10. From the aggregate of amount of tax 
deducted or collected (7+9), reporting of 
such amount of tax is required which has 
not been paid till the date of the audit.

Clause 34(b): TDS Statement
Only in cases where TDS statement has not been 
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furnished within specified time following details 
need to be given:
1. TAN
2. Type of Form
3. Due date for furnishing
4. Actual date of furnishing
5. Reporting of whether all transactions which are 

required to be reported in Statement have been 
reported
This clause requires the tax auditor to thoroughly 

examine TDS returns for all quarters during the year 
under audit.

Clause 34(c): Interest Payable and Paid
This clause has laid down the reporting of Interest 
on TDS which is payable and Interest paid thereon 
along with the dates of payment.

Clause 36: Dividend Distribution Tax
Where a subsidiary company gives dividend after 
payment of DDT, then deduction of such DDT is 
given from DDT payable by holding company while 
distributing its dividend. The DDT of Subsidiary 
which is reduced from DDT of holding is now 
required to be reported.

Clause 37-39: Audit report under Cost/Excise/
Service Tax
“37. Whether any cost audit was carried out, if 
yes, give the details, if any, of disqualification or 
disagreement on any matter/item/value/quantity as 
may be reported/identified by the cost auditor.
38. Whether any audit was conducted under the 
Central Excise Act, 1944, if yes, give the details, if any, 
of disqualification or disagreement on any matter/
item/value/quantity as may be reported/identified 
by the auditor.
39. Whether any audit was conducted under section 
72A of the Finance Act, 1994 in relation to valuation 
of taxable services, if yes, give the details, if any, of 
disqualification or disagreement on any matter/
item/value/quantity as may be reported/identified 
by the auditor.”

In addition to the question that whether Assessee 
has been subject to cost, excise and service tax 
audit, now the Tax Auditor is required to compile 
the disagreements, qualifications on any matter/
item/quantity etc. arising from the report of such 
Cost Audit under Section 233B of the Companies 
Act, 1956 or Excise Audit or Service tax Auditor. 
Reporting in respect of Service tax Audit is only with 

regard to audit under Section 72A of Finance Act 1994 
which is an special audit conducted by a Chartered 
Accountant on reference by a Commissioner. Even 
though the reports of such auditors are attached 
along with Tax Audit report it appears to be an extra 
burden on CA’s to identify and report separately 
remarks/disagreements, etc., in the reports of such 
other auditors.

Clause 40: Ratio Analysis
Earlier Annexure requiring comparative details 
has been deleted and under this clause itself the 
ratio of previous year and preceding previous year 
are required to be reported. Only addition is Total 
Turnover figure of both years.

Clause 41: Demand Refund arising under other 
than direct tax laws 
Reporting is to be done of every demand or refund 
arising from tax laws except direct tax laws. Such 
demand/refund can be identified from books 
of accounts and also as per the management 
representation of the Assessee.

Conclusion
The above were major changes in tax audit report 
format which has increased the work of an auditor 
significantly. Certain requirements are of highly 
technical nature for which due care needs to be 
exercised as it may have far reaching impact on 
Assessment proceedings. It also appears that the 
reporting requirements in respect of TDS provisions 
are focused to ensure timely compliance and initiate 
severe actions against defaulters. 
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