Auditor's notes on 'Tax Audit' Report! 
Clause wise illustrative "Auditors' Note" 
(form part of Form 3CD) 
 CLAUSE 8. (b): 

 

If there is any change in the nature of business or profession, the particulars of such change 
We are unable to comment whether there is any change in the nature of business or profession during the year with respect to proceeding previous year, since accounts of preceding previous year were are not audited.
  CLAUSE 9. (a):
Whetgher books of account are prescribed under section 44AA, if yes, list of books so prescribed: 
No Specific books of accounts are prescribed u/s 44AA. However the assessee is required to keep and maintain such books of accounts and other documents as may enable the Assessing Officer to compute his total income in accordance with provisions of Income Tax Act. 
CLAUSE 11. (b): 

Whether there has been any change in the method of accounting employed vis-à-vis the method employed in the immediately preceding previous year: 
We are unable to comment whether there is any change in method of accounting during the year with respect to preceding previous year, since accounts of preceding previous year were are not audited. 
CLAUSE 16. (a): 
Any sum paid to an employee as bonus or commission for services rendered. Where such sum was otherwise payable to him as profits or dividend (Section 36(1)(II): 
Payment of Bonus to employees is in accordance with the normally accepted business practice and no part of it is payable to employees as profits or dividend. 
CLAUSE 17(a) & (b): 

a. Expenditure of Capital Nature   b. Expenditure of personal nature 
As certified by the Management there are no personal expenses debited to Profit & Loss Account other than those payable in accordance with generally accepted business practice. Also any indirect element of capital expenditure debited to Profit & Loss Account cannot be ascertained.               
CLAUSE 17(h): 
(A)    Whether a certificate has been obtained from the assessee regarding payments relating to any expenditure covered under section 40A(3) that the payments were made by account payee cheques drawn on a bank or account payee bank draft, as the case may be (Yes/No). 
 

(B)   Amount inadmissible under section 40(A(3) read with rule 6DD (with break-up of inadmissible amounts): 
It is not possible for us to verify whether payments through bank for the period 01.04.06 to 12.07.06 have been made otherwise than by way of crossed cheque or crossed bank draft and for the period 13.07.06 to 31.03.07 have been made otherwise than by way of account payee cheque or account payee bank draft as the necessary evidence is not in the possession of the assessee. 
 

Clause 17(l) 
Amount of deduction inadmissible in terms of section 14A in respect of the expenditure incurred in relation to income which does not form part of the total income: 
It is not possible for us to verify whether any expenditure is incurred by the assessee in relation to income which does not form part of the total income, as there is no direct nexus between income earned and expenditure incurred and hence in our opinion no amount is inadmissible u/s 14A. 
Clause 17(m) 
Amount inadmissible under the proviso to section 36 (1)(iii) 
It is not possible for us to verify whether any interest is paid in respect of acquisition of an asset for extension of existing business for period before the asset was put to use, as there is no direct nexus between capital borrowed and acquisition of fixed asset and hence in our view no amount is inadmissible u/s 36(1)(iii). 
CLAUSE 22 (b): 

Particulars of income or expenditure of prior period credited or debited to the profit and loss account 
Normal under or over accruals are not considered for this purpose. Further in accordance with the method of accounting followed by the assessee any items which although relates to any earlier years materialized or crystallized during the year or arose out of an event during the year have been considered as Income or Expenditure of the year. On the basis of the above no material items of expenditure/income of earlier years have been debited or credited to the profit and loss A/c. 
  

CLAUSE 23: 

Details of any amount borrowed on hundi or any ;amount due thereon(including interest on the amount borrowed) repaid, otherwise than through an account payee cheque (section 69D) 
As per records produced and as per information and explanations given to us the assessee has not borrowed any sum on hundi. 
CLAUSE 24(a) & (b): 

a.       Particulars of each loan or deposit. In an amount exceeding the limit specified in section 269SS taken or accepted during the previous year:- 
 

b.       Particulars of each repayment of loan or deposit in an amount exceeding the limit specified in section 269T made during the previous year: 
It is not possible for us to verify whether payments through bank have been made by way of amount payee cheque or draft as the necessary evidence is not in the possession of the assessee. 
CLAUSE 25: 

Details of brought forward loss or depreciation   allowance in the following manner, to the extent available:- 
Purview of Audit u/s 44AB does not extend to computation of Total Income. However Losses pertaining to previous years considered on the basis of return of income filed by the assessee for the last year are NIL.           
CLAUSE 26: 

Section-wise details of deductions, if any, admissible under Chapter VIA 
 

Purview of Tax Audit u/s 44AB does not extend to computation of Total Income. However as per Computation of Total Income prepared by the assessee. the following deductions are prima facie admissible. 
CLAUSE 28 (a): 

In the case of trading concern given quantitative details of- 
It is not possible for assessee to maintain daily stock register as it deals with numerous varieties of items. Further, the statute also does not require specifically to maintain such records. However physical inventory of closing stock has been taken by management, and we have relied on the certificate given to us by the management.. 
