TAX AUDIT CHECK LIST

P A R T - A

	1
	
	Name of the Assessee
	:
	
	
	

	
	
	
	
	
	
	

	2
	
	Address
	:
	
	
	

	
	
	
	
	
	
	

	3
	
	Permanent Account Number
	:
	
	
	

	
	
	
	
	
	
	

	4
	
	Status
	:
	
	
	

	
	
	
	
	
	
	

	5
	
	Previous Year Ended
	:
	
	
	

	
	
	
	
	
	
	

	6
	
	Assessment Year
	:
	
	
	


P A R T – B

	7
	(a)
	If firm or Association of Persons, indicate names of partners/ members and their profit sharing ratios.
	:
	Obtain a schedule indicating the names of partners/members and their profit sharing ratios.
	
	

	
	
	
	
	
	
	

	
	(b)
	If there is any change in the partners/members or their profit sharing ratios, the particulars of such change.
	:
	· Review the partnership deeds and other relevant documents.

· Enquire whether there has been any change in the partners/members and/ or their profit sharing ratios.

· Obtain management representation.

Note : In most of our clients this clause may not be applicable and accordingly no further work would be necessary.
	
	

	
	
	
	
	
	
	

	8
	(a)
	Nature of business or profession.
	:
	
	
	

	
	
	
	
	
	
	

	
	(b)
	If there is any change in the nature of business or profession, the particulars of such change.
	:
	· Review financial statements and other relevant information to ascertain whether there is any apparent change in the business carried out by the assessee, which may need to be highlighted under this clause.  In particular, examine whether any business or activity has been discontinued, any new activity has been commenced or whether there has been any expansion of the existing business.

· Obtain management representation.
	
	

	
	
	
	
	
	
	

	9
	(a)
	Whether books of account are prescribed under section 44AA, if yes, list of books so prescribed.
	:
	Ascertain whether books of account are prescribed under section 44AA.  It should be noted that under this section presently books of account have been prescribed only for professionals and Rule 6F details the books/records to be maintained by such persons.
	
	

	
	
	
	
	
	
	

	
	(b)
	Books of account maintained.

(In case books of account are maintained in a computer system, mention the books of account generated by such computer system)
	:
	· Obtain a  schedule indicating the list of books of account maintained.

· Obtain management representation. 
	
	

	
	
	
	
	
	
	

	
	(c)
	List of books of account examined.
	:
	Disclose the list of books of account examined.
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	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 or any other relevant section).
	:
	· Obtain an analysis of revenues and ascertain whether the profits and gains arising from such revenues are assessable on a presumptive basis for the following :

· 44AD Business of civil construction.

· 44AE    Business of plying, hiring or leasing goods carriages.

· 44AF    Retail business.

· 44B       Shipping business of non   residents.

· 44BB   Business of exploration of mineral oils.

· 44BBA  Operation of Aircraft by non-resident.

· 44BBB  Foreign companies engaged in civil construction, etc. in turnkey power projects.

· Other relevant sections e.g. section 172 shipping business of non-residents.
	
	


	
	
	
	
	· Review assessments completed/ prior year tax returns to examine the basis adopted in earlier years for assessing such profits/gains.

· It may be noted that the income assessable under these sections is not required to be disclosed, but as the assessee may carry on other businesses, profits included in the profit and loss account arising from the business covered by these sections is to be disclosed.

· Obtain management representation.
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	(a)
	Method of accounting employed in the previous year.
	:
	Obtain an understanding of the accounting policies followed by reviewing the financial statements and other relevant information.
	
	

	
	
	
	
	
	
	

	
	(b)
	Whether there has been any change in the method of accounting employed vis-a-vis the method employed in the immediately preceding previous year.
	:
	· Ensure that our examination includes where relevant, a review of the accounting policies followed in respect of;

· Refund for income-tax, sales tax, etc.

· Export incentives

· Claims

· Grants/Subsidies

· Others
	
	

	
	
	
	
	· Determine whether there has been any change in the method of accounting employed vis-à-vis the method employed in the immediately preceding year.
	
	

	
	
	
	
	
	
	

	
	(c)
	If answer to (b) above is in the affirmative, give details of such change, and the effect thereof on the profit or loss.
	:
	· Ensure that any change in the method of accounting employed is appropriately disclosed and the effect thereof on the profit/loss is also disclosed.

· Obtain management representation.
	
	

	
	
	
	
	
	
	

	
	(d)
	Details of deviation, if any, in the method of accounting employed in the previous year from accounting standards prescribed under section 145 and the effect thereof on the profit or loss.
	:
	· Review the accounting standards prescribed under section 145 and ascertain whether the method of accounting employed is in conformity with such standards. It should be noted that vide notification number SO 69(E) dated January 1, 1996 the following accounting standard have been notified under section 145 :

· AS I relating to Disclosure of Accounting Policies.

· AS II relating to Prior Period and Extraordinary Items and Changes in Accounting Policies.
	
	

	
	
	
	
	· Ensure that deviation from such standards is appropriately disclosed and the effect thereof on the profit/loss is also indicated.
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	(a)
	Method of valuation of closing stock employed in the previous year.
	:
	· Obtain a schedule indicating the method of valuation of closing stock employed during the year.  It may be noted that the ICAI had earlier recommended that stock-in-trade would include raw materials, finished goods and work in progress only and stores and spare parts and loose tools would not be included.  Since the new clause refers to “closing stock” instead of “stock-in-trade”, store and spare parts and loose tools would also be included as part of closing stock. 
	
	

	
	
	
	
	· Change in the method of valuation of opening and closing stock, including effect of change, is now covered under clause 11.
	
	

	
	
	
	
	· Agree the method of valuation with audited working papers and audited financial statements.
	
	

	
	
	
	
	· Review the method of accounting prescribed under section 145A and ascertain whether valuation of closing stock includes the amount of any tax, duty, cess or fee actually paid or incurred by the assessee to bring the goods to the place of its location and condition as on the date of its valuation.  In particular examine whether :

· Duties payable in respect of goods held in bond have been included;

· Excise duty paid in respect of goods cleared and lying at branches/depots etc. have been included;

· The accounting for modvat credit has been done in accordance with the `inclusive’ method suggested by the ICAI in the Guidance Note on Accounting treatment for MODVAT.
	
	

	
	
	
	
	
	
	

	
	(b)
	Details of deviation, if any, from the method of valuation prescribed under section 145A, and the effect thereof on the profit or loss.
	:
	· Ensure that any deviation from the method of valuation prescribed under section 145A is appropriately disclosed and the effect thereof on the profit/loss is also indicated.  For instance, where the `exclusive’ method has been followed in respect of accounting for modvat credit or duties in respect of goods held in bond have not been included or excise duties in respect of goods cleared have been disclosed as a prepayment, ensure that appropriate disclosure and a statement that this has no effect on the profit and loss for the period/year is made.  A suggested disclosure is as follows :
	
	

	
	
	
	
	· As stated in note____ to the financial statements, goods held in bond are accounted for at the time of debonding and excise duty on goods cleared and lying at branches/depots is disclosed as a prepayment and not included in inventory valuation.  Further, modvat credit on raw material purchases is accounted using the `exclusive’ method prescribed by the ICAI in the Guidance Note on `Accounting treatment for MODVAT’.

· The deviations from the method prescribed under section 145A have no effect on the profit/loss for the period/year.
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	Amounts not credited to the profit and loss account, being -
	:
	
	
	

	
	
	(a) The items falling within the scope of section 28;
	:
	· Enquire whether any item of income chargeable under `Profit and Gains of Business of Profession’ has not been credited to the profit and loss account. Section 28 covers :

· Profits and gains of business or profession

· Compensation received on termination of employment, agency, etc.

· Income of trade or professional or similar association from specific services to members

· Export incentives

· Perquisites received during the course of business

· Interest, salary, bonus, remuneration, etc. received by a partner from firm, which is allowable under section 40B.

· Amount received under keyman’s insurance policy

· Review the audited schedules and financial statements to determine whether such income has been credited directly to reserves or retained as a credit under the head `current liabilities and provisions’ or any other head.

· Obtain management representation.
	
	

	
	
	(b) The proforma credits, drawbacks, refunds of duty of customs or excise, or refunds of sales tax, where such credits, drawbacks or refunds are admitted as due by the authorities concerned;
	:
	· Obtain a schedule indicating the details of the following claims admitted as due by the concerned authorities but not credited to the profit and loss account.  The schedule should also indicate the year in which it was admitted as due.

· Proforma credits

· Duty drawbacks

· Excise/Custom duty refunds

· Sales tax refunds

· Obtain an understanding of the relevant accounting policies [refer clause 11(a)].

· Agree the schedule with the claim papers and relevant correspondence files.  Further ensure that the claims have been admitted as due by the concerned authorities.

· Review the relevant assessment orders to determine whether any such claims are due.

· Obtain management representation.
	
	

	
	
	(c) Escalation claims accepted during the previous year;
	:
	· Obtain a schedule indicating details of escalation claims accepted during the year but not credited to the profit and loss account.  The schedule should also indicate the year in which it was accepted as due.  Certain instances of escalation claims may be in relation of contract with government customers and other sales to customers having escalation clause in contracts.

· Obtain an understanding of the relevant accounting policies [refer clause 11(a)].

· Agree the claims accepted with contracts and other relevant documents and ensure that claims have been accepted by the concerned authorities.

· Obtain management representation. 
	
	

	
	
	(d) any other item of income;
	:
	· Enquire whether any item of income chargeable to tax under heads of income other than `Profits and Gains of Business or Profession’ has not been credited to profit and loss account.

· Review the audited schedules and financial statements to determine whether such income has been credited directly to reserves or retained as a credit under the head `current liabilities and provisions’ or any other head.

· Obtain management representation.
	
	

	
	
	(e) capital receipt, if any.
	:
	· Enquire whether any capital receipt ha s not been credited to profit and loss account.  For instance, capital receipts may be in the nature of grants/subsidies, non compete fees etc.

· Obtain an understanding of the relevant accounting policies [refer clause 11(a)].

· Review the audited schedules and financial statements to determine whether such capital receipt has been credited directly to reserves or retained as a credit under the head `current liabilities and provisions’ or any other hand.

· Obtain management representation.
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	(a)

(b)

(c)

(d)

(e)

(f)
	Particulars of depreciation allowable as per the Income-tax Act,1961 in respect of each asset or block of assets, as the case may be, in the following form :-

Description of asset/block of assets

Rate of depreciation.

Actual cost or written down value, as the case may be.

Additions/deductions during the year with dates; in the case of any addition of an asset, date put to use; including adjustments on account of-

(i) Modified Value Added Tax credit claimed and allowed under the Central Excise Rules, 1944, in respect of assets acquired on or after 1st March, 1994,

(ii) Change in rate of exchange of currency, and

(iii) Subsidy or grant or reimbursement, by whatever name called.

Depreciation allowable.

Written down value at the end of the year.
	:
	· Obtain a schedule providing the relevant details indicated in the aforesaid clause in respect of each asset or block of assets.  In particular, ensure that the following have been included :

· Written down value at the beginning of the year.

· Assets acquired during the year have been segregated between the assets put to use for less than 180 days and those used for more than 180 days

· Adjustment on account of modvat, change in exchange rates and subsidy/grant have been separately disclosed

· Deductions during the year represent the sale proceeds of assets sold 

· Rates of depreciation 

· Review assessments completed/ prior year tax returns to examine the basis adopted in earlier years for determination of depreciation allowable.  Also ascertain whether any aggressive positions have been adopted by the client and examine implications thereof.

· For additions during the year ensure that the classification of assets or block of assets and the rates of depreciation is in accordance with the requirements of the Income Tax Act, 1961.

· Agree the written down value at the beginning of the year to the return of income of the immediately preceding year.

· Agree the additions with the audited schedules and ensure that adequate tests have been carried out for `actual cost’ capitalized and the dates the assets were `put to use’. Obtain a reconciliation to the additions as per the audited schedules, where necessary.  Certain instances of such reconciling items may be capital expenditure on scientific research, leasehold improvements, etc.

· Ensure that the policies followed are consistent with the requirements of the Income Tax Act, 1961.

· For assets acquired during the year, obtain an understanding of the accounting policy for the following :

· Modvat credit

· Exchange fluctuation including in respect of realized gains/ losses, unrealized gain/losses and treatment of forward exchange contracts.

· Subsidy or grant or reimbursement. 

· Agree the amounts included as adjustments on account of modvat, change in exchange rates and subsidy/grant with the audited schedules and other relevant supporting documents

· Agree the deductions during the year with audited schedules and ensure that such amount reconciles with the amount considered for determining the profit/loss on assets sold, discarded etc.

· Review the depreciation computation and ensure the arithmetical accuracy of the depreciation allowable and the written down value at the end of the year.
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	Amounts admissible under section 33AB, 33ABA, 33AC, 35, 35ABB, 35AC, 35CCA, 35CCB, 35D, 35E:-

(a) Debited to the profit and loss account (showing the amount debited and deduction allowable under each section separately);

(b) not debited to the profit and loss account.
	:

:

:
	· Obtain a schedule giving details of deduction admissible under the relevant sections, indicating separately, the amounts debited to profit and loss account and not debited to profit and loss account.  The aforesaid sections are as follows:

· 33AB    Tea development account

· 33ABA Site restoration fund

· 33AC   Reserve for shipping 

                    business 

· 35 Expenditure on scientific      

        research

· 35CCA  Expenditure by way of payment to associations and                     institutions for carrying out 

        rural development 

        programmes

· 35CCB   Expenditure by way of payment to associations and                    institutions carrying out 

       programmes of conversation 

       of nature resources.

· 35D  Amortization of certain preliminary expenses.

· 35E Deduction of expenditure     of prospecting, etc. for 

       certain minerals.

· Review the computation of the amounts admissible under the aforesaid sections and agree the same with the audited schedules, financial statements and other relevant supporting documents.

· Obtain management representation.
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	(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)].
	:
	· Obtain a schedule giving details of sum paid to an employee as bonus or commission for services rendered, where such sum was otherwise payable to him as profits or dividend.

· Review the amounts paid as bonus and commission to employees and ensure that there are no such sums other than those disclosed in the above schedule, which would have otherwise been payable as profits or dividend.
	
	

	
	
	
	
	
	
	

	
	(b)
	Any sum received from employees towards contributions to any provident fund or superannuation fund or any other fund mentioned in section 2(24)(x) and due date for payment and the actual date of payment to the concerned authorities under section 36(1)(va).
	:
	· Obtain a schedule indicating details of contributions received towards the specified funds, due date of payment and the actual date of payment to the authorities.

· Agree the details with audited schedules and other relevant supporting documents.
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	Amounts debited to the profit and loss account, being :-
	:
	
	
	

	
	
	(a) expenditure of capital nature;
	:
	· Obtain an understanding of the capitalization policy followed by the client.

· Obtain a schedule indicating expenditure of capital nature debited to the profit and loss account.

Note : Examples of capital expenditure debited to the profit and loss account could be :

· Capital expenditure on scientific research

· Capital items below a certain rupee limit (write off of items of value below Rs.5,000)

· Preliminary expenses of a capital nature

· Obsolete assets written off                                                                                                                                                                                                                                                  

· Agree the details with audited schedules and other relevant supporting documents.

· Review the repairs and maintenance and other relevant accounts to ensure that no other capital expenditure has been charged to profit and loss account.

· Obtain management representation letter.
	
	

	
	
	(b) expenditure of personal nature;
	:
	· Under section 227(1A)(c) of the Companies Act, 1956, the auditor is required to enquire whether personal expenses have been charged to the revenue account.

· If there is any such comment in the auditor’s statutory report then;

· Obtain a schedule of personal expenses debited to the profit and loss account.

Note : Expenses of personal nature paid under a contractual obligation need not be disclosed.

· Agree with the audited schedules supporting the comments in the auditor’s statutory report.

· Review the relevant accounts to ensure that no other expenditure of personal nature has been charged to the profit and loss account.

· Obtain management representation.
	
	

	
	
	(c) expenditure on advertisement in any souvenir, brochure, tract, pamphlet or the like, published by a political party;
	:
	· Obtain a schedule indicating expenses incurred on advertisement if any publication of a political party

· Agree the schedule with the relevant supporting documents.

Note : Political parties would include both national and regional parties, which are approved by the Election Commission.

· Review the advertisement, sales promotion and other relevant accounts to ensure that all such expenditure has been appropriately disclosed.

· Obtain management representation.
	
	

	
	
	(d) expenditure incurred at clubs -
	:
	
	
	

	
	
	(i) as entrance fees and subscriptions;

(ii) as cost for club services and facilities used;
	
	· Obtain a schedule indicating payments made to clubs classified under the following heads :

· Entrance fees

· Subscriptions

· Expenditure towards use of club services and facilities i.e. entertainment, staying expenses etc.

Note :

(i) Reimbursement of club payments to directors/employees should be included in the above statement.

(ii) Subscriptions and other payments to credit organizations like Diners Club should be excluded.

· Agree the details with audited schedules and other relevant supporting documents.

· Review the relevant accounts and ensure that all expenditure incurred at clubs has been appropriately disclosed.

· Obtain management representation.
	
	

	
	     
	(e)  (i)   expenditure   by  way  of penalty or fine for violation of any law for  the time being in force;

(ii) any other penalty or fine;

(iii) expenditure incurred for any purpose which  is an offence or which is prohibited by law;
	:
	· Obtain a schedule indicating the payments made under the following:

· Penalty or fine for violation of any law

· Expenditure which is an offence or which is prohibited by law

· Any other penalty or fine 

· Agree the details with audited schedules and other relevant supporting documents.

· Review the legal and professional fees and other relevant accounts and ensure that all such expenditure has been appropriately disclosed.

· Obtain management representation.

Note : Expenditure in respect of liquidated damages under contract may need to be included under `any other penalty or fine’.  Further, unsupported expenditure may need to be reviewed to determine whether it needs to be included under `expenditure which is an offence or prohibited by law’.
	
	

	
	
	(f) amounts   inadmissible   under section 40(a);
	:
	· Obtain a schedule indication the following in respect of amounts inadmissible under section 40(a) :

· Interest, royalty, fees for technical services, which is payable outside India, on  which tax has not been paid or deducted

· Rate or tax levied on the profits or gains of any business or profession

· Wealth tax

· Salaries payable outside India and tax has not been paid thereon nor deducted therefrom.

· Payment to a provident fund or other fund unless arrangement is made for tax deduction at source.

· Agree the details with audited schedules and other relevant supporting documents.

· Obtain management representation.
	
	

	
	
	(g) interest,    salary,     bonus, commission   or    remuneration inadmissible   under    section    40(b)/ 40(ba)  and   computation  thereof; 
	:
	· Obtain a  schedule indicating the amount inadmissible under section 40(b)/40(ba) and computation thereof, classified under the following heads :

· Interest

· Salary

· Bonus

· Commission or any other remuneration.

· Agree the schedule with the books of account of the firm and the partnership deed.

· Obtain management representation.
	
	

	
	
	(h) amount   inadmissible    under section 40A(3) read with  Rule 6DD and computation thereof;
	:
	· Obtain a schedule of all payments made in excess of Rs.20,000 made in cash.  If such payments are exempt under any of the clauses (a) to (l) of Rule 6DD, indicate in the schedule.  Ensure that the conditions for specific exemption under any of the clauses (a) to (l) of Rule 6DD are satisfied.  Ensure that the schedule indicates the computation of disallowance as per section 40A(3).

Notes :

(i) Payments exceeding Rs.20,000 otherwise than by crossed cheque or draft will attract 20 percent disallowance.

(ii) This should include payments to staff by way of salary, travel allowance etc.

(iii) Only revenue payments would be covered.  Purchase of fixed assets for which cash payments are made in excess of Rs.20,000 would not be covered.

(iv) Payment for purchase of raw materials and stocks would be covered.

(v) As per the ICAI, in case no proper evidence for verification of the payments by crossed cheque or draft is available the report should comment that it is not possible for us to verify whether the payments in excess of Rs.20,000 have been made otherwise than by crossed cheque or bank draft as the necessary evidence is not in the possession of the assessee.

· Review the payments in the cash book and adjustments to advances/deposits to ensure that all cash payments exceeding Rs.20,000 have been included in the schedule.

· Obtain management representation. 
	
	

	
	
	(i) provision  for  payment  of gratuity not allowable under section 40A(7);
	:
	· Obtain a schedule indicating the provision for payment of gratuity not allowable under section 40A(7)..

· Agree the amounts provided with the audited schedules, financial statements and other relevant supporting documents and ensure that all such expenditure has been appropriately disclosed.

· Whether contributions have been made to approved gratuity fund, review the copy of the trust deed and rules and the order of the Commissioner of Income-tax granting recognition to the gratuity fund.

· Obtain management representation.
	
	

	
	
	(j) any sum paid by  the  assessee as an employer  not  allowable under section 40A(9);  
	:
	· Obtain a schedule indicating the sum paid by the assessee as an employer, not allowable under section 40A(9) i.e. towards setting up or formation or contribution to any fund, trust, company, etc. other than ;

· Recognised provident fund

· Recognised gratuity fund

· Recognised superannuation fund

· As required by or under any other law.

· Agree the details with audited schedules and other relevant supporting documents.

· Review the staff welfare and other relevant accounts to ensure that all such sums not allowable under section 40A(9) have been appropriately disclosed.

· Obtain management representation.
	
	

	
	
	(k) particulars of  any  liability of a contingent nature. 
	:
	· Obtain a schedule of contingent liabilities debited to the profit and loss account indicating the nature of the demand and the reasons for making provisions in the accounts.

· Review the audited accounts, in particular the notes to the accounts to ensure that all liabilities of a disputed nature have been identified for further discussion.

Note :  As per the ICAI these are normally expenses connected with disputed claims which will be revealed only on the basis of the scrutiny of correspondence relating to cases pending in a court of law.
	
	

	
	
	
	
	
	
	

	18
	
	Particulars of payments made to persons specified under section 40A(2)(b).
	:
	· Obtain a schedule from the client indicating the following :

· List of persons specified under section 40A(2)(b)

· Details of payments made to persons specified in above list. 

· Agree the schedule with ;

· Relevant contracts/agreements with specified persons

· Relevant supports for payments made to such specified persons.

· Review the relevant accounts to identify any payments made to persons specified under section 40A(2)(b).

· Obtain management representation.

Notes :

(i) Salaries and perquisites etc paid to directors or persons having substantial interest in the company should be included in the list referred to above.

(ii) Since disallowance in this case is at the discretion of the Income Tax Officer the total amount paid to such persons should be indicated in the schedule.

(iii) As per the ICAI, in the case of a large company, it may not be possible to verify the list of all persons covered by this sections  therefore the information supplied by the assessee can be relied upon. It has further stated that it may be difficult to identify all payments in each and every case where the volume of transactions is rather huge and voluminous, and therefore, it may be necessary to restrict the scrutiny only to such payments in excess of certain monetary limits depending upon the size of the concern and volume of the business of the assessee.

(iv) Suggested disclosure where the information is not available with client is as follows :

The company does not have    necessary information in respect of the following :

(a) directors and their relatives of companies having a substantial interest in the company; and 

(b) any person, in whose business or profession, the directors or their relatives have a substantial interest as defined in the explanation to Section 40A(2)(b).
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	Amounts deemed to be profits and gains under section 33AB or 33ABA or 33AC.
	:
	· Obtain a schedule indicating amounts deemed to be profits and gains under the relevant sections.

· Review assessments completed/ prior year tax returns to examine the basis adopted in earlier years.

· Review the relevant accounts to ensure that all such amounts have been appropriately disclosed.

· Obtain management representation. 
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	Any amount of profit chargeable to tax under section 41 and computation thereof.
	:
	· Obtain a schedule indicating amount of profit chargeable to tax under the aforesaid clause and the computation thereof.

· Agree the details with audited schedules and other relevant support documents.

· Review the relevant accounts to ensure that all such sums have been appropriately disclosed.

· Obtain management representation.
	
	

	
	
	
	
	
	
	

	21*


	(i)
	In respect of any sum referred to in clause (a),(c),(d) or (e) or section 43B the liability

(A) pre-existed on the first day of the previous year but was not allowed in the assessment of any preceding previous year and was

(a) paid during the previous year;

(b) not paid during the previous year;

(B) was incurred in the previous year and was

(a) paid on or before the due date for furnishing the return of income or the previous year under section 139(1);

(b) not paid on or before the aforesaid date.
	:
	· Obtain a schedule indicating the following information in respect of the items referred to in clause (a), (c), (d) or (e) of section 43B :

· Liability at the beginning of the year

· Amount paid during the year including the date of payment

· Amount not paid during the year

· Agree the amounts and dates with audited schedules and relevant supporting documents.

· Obtain a schedule in respect of the items mentioned above, specifically indicating the following :

· Liability incurred during the year

· Amount paid on or before the due date for furnishing the return of income under section 139(1) along with date of payment.

· Amount not paid on or before the aforesaid date.

·  Agree the amounts and dates with audited schedules and relevant supporting documents.
	
	

	
	(ii)
	In respect of any sum referred to in clause (b) of section 43B, the liability for which –

(A) pre-existed on the first day of the previous year but was not allowed in the assessment of any preceding previous year;

(a) nature of liability;

(b) due date of payment under second proviso to section 43B;

(c) actual date of payment.

(d) If paid otherwise than in cash, whether the sum has been realised within fifteen days of the aforesaid due date;

(B) Was incurred in the previous year;

(a) nature of liability;

(b) due date of payment under second proviso to section 43B;

(c) actual date of payment.

(d) If paid otherwise than in cash, whether the sum has been realised within fifteen days of the aforesaid due date.
	:

:

:
	· Obtain a schedule in respect of any sum payable by assessee as an employer by way of contribution to any provident fund, superannuation fund, gratuity fund or any other fund for the welfare of employees, specifically indicating the following :

· Nature and amount of liability in the beginning of the year

· Due dates of payment under second proviso to section 43B

· Amount paid and date of payment 

· Mode of payment i.e. cash, cheque, etc., also indicating date of realization where payments have been made otherwise than in cash.

· Amount not paid on or before the aforesaid due date.

· Agree the amounts and dates with audited schedules and relevant supporting documents.  Date of realization should be verified with certificate from banks or other relevant evidence.

· Obtain a schedule in respect of any sum payable by assessee as an employer by way of contribution to any provident fund, superannuation fund, gratuity fund or any other fund for the welfare of employees, specifically indicating the following :

· Nature and amount of liability incurred during the year

· Due dates of payment under second proviso to section 43B

· Amount paid and date of payment

· Amount not paid on or before the aforesaid due date

· Agree the amounts and dates with audited schedules and relevant supporting documents.  Date of realisation should be verified with certificate from banks or other relevant evidence.

· Verify whether the cheques issued for the payments have been realized within 15 days from the due date or not. 
	
	

	
	
	* State whether sales tax, customs duty, excise duty or any other indirect tax, levy, cess, impost etc. is passed through the profit and loss account.
	
	· Obtain an understanding of the accounting policies followed in respect of sales tax, customs duty, excise duty etc and determining whether these are routed through the profit and loss account.

· Ensure that the method followed is disclosed appropriately.  Further, in cases where there are not routed through the profit and loss account, the ICAI’s existing recommendation of including by way of a note the information regarding the amounts incurred, and not paid before the due date would continue to apply.
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	(a)
	Amount of Modified Value Added Tax credits availed of or utilised during the previous year and its treatment in the profit and loss account and treatment of outstanding Modified Value Added Tax credits in the accounts.
	:
	· Obtain a schedule indicating separately the following in respect of capital goods and raw material and components :

· Modvat credit availed during the year.

· Modvat credit utilized during the year.

· Treatment of the same in the Profit and Loss account.

· Treatment of outstanding modvat credit.

· Agree the details to the audited schedules and relevant supporting documents.

· An appropriate disclosure on the accounting policy followed by the company on `treatment of modvat’ should be provided.

· Obtain management representation.
	
	

	
	
	
	
	
	
	

	
	(b)
	Particulars of income or expenditure of prior period credited or debited to the profit and loss account.
	:
	· Obtain a schedule indicating income/expenditure  relating to prior period credited/debited to the profit and loss account during the year.

· Agree the details with audited schedules and relevant supporting documents.

· Review the items under the head prior period adjustment and the notes to the accounts to ensure all such expenditure/income has been disclosed in the above schedule.

· Obtain management representation.
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	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].
	:
	· Obtain a schedule of borrowing and repayments (including interest) of hundi loans otherwise than by account payee cheques.

· Agree the details with the audited schedules and relevant supporting documents.

· Obtain management representation.

· Obtain a schedule of borrowing and repayments (including interest) of hundi loans otherwise than by account payee cheques.

· Agree the details with the audited schedules and relevant supporting documents.

· Obtain management representation.

Note : As per the ICAI in the absence of conclusive or satisfactory evidence a suitable comment in the report as suggested in clause 17(h) should be made. : As per the ICAI in the absence of conclusive or satisfactory evidence a suitable comment in the report as suggested in clause 17(h) should be made.
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	(a)*
	Particulars of each loan or deposit in an amount exceeding the limit specified in section 269SS taken or accepted during the previous year:-
	:
	
	
	

	
	
	(i) name, address and permanent account number (if available with the assessee) of the lender or depositor;
	:
	· Obtain a schedule of loans and deposits of Rs.20,000 or more taken or accepted during the year giving the relevant details as per the aforesaid clause.
	
	

	
	
	(ii) amount of loan or deposit taken or accepted;
	:
	· Agree the details with the audited schedules and other relevant supporting documents.
	
	

	
	
	(iii) whether the loan or deposit was squared up during the previous year;
	:
	· Review the loan, deposit and other relevant accounts to ensure all such particulars have been appropriately disclosed.
	
	

	
	
	(iv) maximum amount outstanding in the account at any time during the previous year;
	:
	· Obtain management representation.

Note :

(i) As per the ICAI in the absence of conclusive or satisfactory evidence a suitable comment in the report as suggested in clause 17(h) should be made.
	
	

	
	
	(v) whether the loan or deposit was taken or accepted otherwise than by an account payee cheque or an account payee bank draft.
	:
	(ii) As per the ICAI information of each loan or deposit of Rs.20,000 or more alone would be required by this clause and where each such loan or deposit is less than Rs.20,000 and aggregate alone exceeds Rs.20,000, the particulars need not be furnished.
	
	

	
	
	* (These particulars need not be given in the case of a Government Company, a banking company or a corporation established by a Central, State or Provincial Act).
	
	(iii) Advance received against agreement of sale of goods is not a loan/deposit.

(iv) Loan taken from banks or financial institutions are covered under this clause.  In cases where the transactions are voluminous with a bank, it may become difficult to give the information.  It is advisable to disclose the opening and the closing banks in the bank accounts with names and addresses of the banks from which the loan/deposit is taken along with a appropriate note.  Where the transactions are not voluminous, the information may be given.

(v) Security deposits against contracts etc. will be covered by the definition of `deposit’ and the information for the same will have to be provided.
	
	

	
	(b)
	Particulars of each repayment of loan or deposit in an amount exceeding the limit specified in section 269T made during the previous year :-
	:
	
	
	

	
	
	(i) name, address and permanent account number (if available with the assessee) of the payee;
	:
	· Obtain a schedule of loans and deposits of Rs.20,000 or more repaid during the year giving the relevant details as per the aforesaid clause.
	
	

	
	
	(ii) amount of the repayment;
	:
	· Agree the details with the audited schedules and other relevant supporting documents.
	
	

	
	
	(iii) maximum amount outstanding in the account at any time during the previous year.
	:
	· Review the loan, deposit and other relevant accounts to ensure all such particulars have been appropriately disclosed.
	
	

	
	
	(iv) whether the repayment was made otherwise than by account payee cheque or account payee bank draft.
	:
	· Obtain management representation.

Note :  Refer note (i) to (v) above.
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	Details of brought forward loss or depreciation allowance, in the following manner, to the extent available :
	
	· Obtain a schedule indicating the details as per the aforesaid clause.  The clause will cover the following :
	
	

	
	
	· Serial Number
	
	- Business loss
	
	

	
	
	· Assessment Year
	
	- Unabsorbed depreciation
	
	

	
	
	· Nature of loss/allowance (in rupees)
	
	- Speculation loss
	
	

	
	
	· Amount as returned (in rupees)
	
	- Loss under the head capital gains.
	
	

	
	
	· Amount as assessed (give reference to relevant order)

· Remarks
	
	· Agree the basis and details with the return of income, assessment orders etc. and other relevant supporting documents.
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	Section-wise details of deductions, if any, admissible under Chapter VIA.
	:
	· Obtain a schedule indicating the section-wise details of deductions claimed under Chapter VIA.

· Ensure that deductions claimed by the client are admissible under Chapter VIA.

· Agree the details with the audited schedules and other relevant supporting documents.

· Review assessments completed/ prior year tax returns to examine the basis adopted in earlier years.

· Verify the basis and computation of deductions.

· Obtain management representation.
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	(a)
	Whether the assessee has deducted tax at source and paid the amount so deducted to the credit of the Central Government in accordance with the provisions of Chapter XVII-B.
	:
	· Obtain a schedule indicating the details as per the aforesaid clause.

· Agree the details with the relevant supporting documents and returns submitted for the purpose.
	
	

	
	
	
	
	
	
	

	
	(b)
	If the answer to (a) above is negative, then give the following details :

· Serial Number

· Particulars of head under which tax is deducted at source

· Amount of tax deducted at source  (in rupees)

· Due date for remittance to the Government

· Details of payment date/ amount  (in rupees)

· Remarks
	
	· Review the relevant accounts to ensure that tax has been deducted as per XVII-B e.g. salaries, interest on securities, other interest, dividends, royalties, payments to non-residents, payments to contractors and sub-contractors etc.
	
	

	
	
	
	
	
	
	

	28
	(a)
	In the case of a trading concern, give quantitative details of principal items of goods traded:

(i) Opening stock;

(ii) Purchases during the previous years;

(iii) Sales during the previous year;

(iv) Closing stock;

(v) Shortage/excess, if any
	:

:

:

:

:

:
	· Obtain a schedule indicating the details as per the aforesaid clause.

· Agree the details with audited schedules and the stock records maintained by the company.

· Review the relevant accounts to ensure all such particulars have been appropriately disclosed.

· Obtain management representation.
	
	

	
	
	
	
	
	
	

	
	(b)
	In the case of a manufacturing concern, give quantitative details of the principal items of raw materials, finished products and by-products:
	:
	
	
	

	
	
	A. Raw Material :
	
	
	
	

	
	
	(i) Opening Stock;

(ii) Purchases during the previous year;

(iii) Consumption during the previous year;

(iv) Sales during the previous year;

(v) Closing stock;

(vi)*  Yield of finished products;

  (vii)*   Percentage of yield;

 (viii)*   Shortage/excess, if any. 
	
	· Obtain a schedule indicating the details as per the aforesaid clause.

· Agree the details with audited schedules and the stock records maintained by the company.

· For items (vi), (vii) and (viii) verify the calculations made by the client and broadly ensure that the calculations made are from audited figures.
	
	

	
	
	
	
	
	
	

	
	
	B. Finished products/By-products :
	
	
	
	

	
	
	(i) Opening Stock;

(ii) Purchases during the previous year;

(iii) Quantity manufactured during the previous year;

(iv) Sales during the previous year;

(v) Closing stock;

(vi) Shortage/excess, if any.
	
	· Obtain a schedule indicating the details as per the aforesaid clause.

· Agree the details with audited schedules and the stock records maintained by the company


	
	

	
	
	
	
	
	
	

	
	
	* Information may be given to the extent available.
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	In the case of a domestic company, details of tax on distributed profits under section 115O in the following form:-

(a) Total amount of distributed profits;

(b) total tax paid thereon;

(c) dates of payment with amounts.
	:
	· Obtain a schedule indicating details as per the aforesaid clause.

· Agree the details referred to the audited schedules and relevant supporting documents.
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	Whether any cost audit was carried out, if yes, enclose a copy of the report of such audit [See section 139(9)].
	:
	· Enquire whether cost audit is applicable to the company and such audit has been carried out during the year.

· Obtain a copy of the report if any cost audit was carried out during the year.

· Obtain management representation.
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	Whether any audit was conducted under the Central Excise Act, 1944, if yes, enclose a copy of the report of such audit.
	:
	· Enquire whether audit under the Central Excise Act, 1944 is applicable to the company and such audit has been carried out during the year.

· Obtain a copy of the report if any such audit was carried out during the year.

· Obtain management representation.
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	Accounting ratios with calculations as follows :-

(a) Gross Profit/Turnover;

(b) Net Profit/Turnover;

(c) Stock-in-trade/Turnover;

(d) Material consumed/Finished goods produced.
	:
	· Obtain a schedule indicating the aforesaid ratios.

· Verify the schedule for arithmetical accuracy and calculations.

· Agree the values used for calculating the ratios to the audited schedules and relevant supporting documents.

Note :  As different interpretations are possible of the items like gross profit, net profit etc., it is recommended that a note explaining the basis adopted by the company be provided.
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