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Foreword to the Sixth Edition

The first edition of the Guidance Note on Tax audit u/s 44AB of the Income-
tax Act, 1961 was brought out in the year 1985 immediately after the
introduction of tax audit provision to guide members in discharging their
responsibility  efficiently and effectively. Subsequently, significant
amendments were made in the relevant statutory provisions and accordingly
the said Guidance Note was revised from time to time.

The last edition of this Guidance Note was brought out in the year 2005.
Thereafter, a number of amendments were made in the Income-tax Act, 1961
which had a great bearing on tax audit reporting requirements and was
followed by the issuance of supplementary guidance a couple of times. Also,
due to unstinted efforts of ICAI, the Government has permitted uploading of
tax audit report in the e-filing portal. In order to update and guide the
members about the developments taken place in past few year, the Direct
Taxes Committee of the Institute of Chartered Accountants of India has
revised the said Guidance Note.

| earnestly appreciate the efforts of Direct Taxes Committee, particularly of
CA. Manoj Fadnis, Chairman, and CA. G. Sekar, Vice-Chairman, for
responsibly undertaking this revision and fulfilling this onerous task in time.

| am sure that this edition of the Guidance Note will be useful to our
members in discharging their arduous responsibility

Date: 01.07.2013 CA. Subodh K. Agrawal
Place: New Delhi President






Preface to the Sixth Edition

The very purpose of introduction of the provisions of audit under section
44AB was to ensure that the books of account and other records are properly
maintained, that they faithfully reflect the income of the taxpayer and claims
for deduction are correctly made by him and accordingly this responsibility
was posed on chartered accountants.

Since then several times the law changed and consequently the guidance so
provided. The year 2008 dispensed off the requirement of furnishing tax
audit reports along with the return of income. Thereafter, in the year 2011, e-
filing of income tax returns of assessees liable to tax audit was made
mandatory. However, the assessees were still not required to furnish the tax
audit reports. This is when cases of quoting fake membership numbers came
to light. In order to find a remedy to fake audits conducted by unscrupulous
people, the ICAI persistently followed up with the Government. As a result,
the year 2013 witnessed a major change, requiring a chartered accountant to
upload the tax audit report along with his digital signatures, which when
digitally cross signed by the assessee will be considered to be furnished as
per requirements of section 44AB.

Considering the fact that the responsibilities of chartered accountants has
increased manifold vis-a-vis the scope of tax audit, the Direct Taxes
Committee felt the need of bringing out this sixth edition of the Guidance
Note. Since 2005, when the last revision of the Guidance Note on Tax audit
under section 44AB of the Income-tax Act, 1961 was done by the erstwhile
Fiscal Laws Committee, various supplementary guidance have been issued
from time to time. This revised sixth version of the Guidance Note has
consolidated the guidance issued so far and more importantly has
incorporated all the recent changes that have taken place in tax laws. With
this revision, an effort was made to embrace all such changes including the
requirements of mandatory e-filing of tax audit reports.

| am extremely thankful to CA. Subodh K. Agrawal, President and CA. K.
Raghu, Vice President of the Institute of Chartered Accountants of India who
have been the guiding force behind the integration and revision of the
Guidance Note. | am also thankful to past Chairman of the Committee CA.
Sanjay Agarwal whose efforts have made the much awaited e-filing of tax
audit reports a reality.



In order to revise this important Guidance Note, the Committee formed
various study groups all over India under the convenorship of various Central
Council Members. | express my sincere thanks to the Convenors of various
study groups, CA. G. Sekar, Chennai study group, CA. Naveen N.D. Gupta,
Delhi study group, CA. Babu Abraham Kallivayalil, Kochi study group, CA.
Nihar Niranjan Jambusaria, Mumbai study group, CA. Dhinal A. Shah,
Ahemdabad study group, CA. M. Devaraja Reddy, Hyderabad study group,
CA. S.B. Zaware, Pune study group, CA. Mukesh Singh Kushwah,
Ghaziabad study group & Lucknow study group and CA. Shyam Lal Agarwal,
Jaipur study group. Further, | wish to place on record my sincere
appreciation to the members of the said groups who spared their valuable
time for providing valuable inputs based upon which the revised draft of the
Guidance Note has been prepared.

Last but not the least, | appreciate the efforts of CA. Mukta Kathuria Verma,
Secretary, Direct Taxes Committee and CA. Sheetal Ahuja, Executive
Officer, Direct Taxes Committee for their technical and administrative
assistance in bringing out this sixth edition of the Guidance Note.

| am sure that this edition would guide our members as the earlier edition
and would be of great assistance to our members.

Date: 01.07.2013 CA. Manoj Fadnis
Place: New Delhi Chairman
Direct Taxes Committee



Foreword to the First Edition

The introduction of the provisions regarding compulsory audit of accounts for
tax purposes under Section 44AB of the Income Tax Act, 1961, signified a
very healthy development in our tax laws. It fulfils a long felt need and seeks
to rectify a weakness which was diagnosed long ago. The requirements of
the provisions place a tremendous responsibility on the members of our
profession in carrying out the audit and in furnishing the audit report setting
forth the prescribed particulars.

| have no doubt that our profession would rise to the occasion, acquit itself
well in discharging this responsibility and justify the confidence reposed by
the Government in our profession.

| would like to compliment the Taxation Committee in bringing out this timely
publication. | am sure this guide would be of help to our members and
ensure their full contribution to the achievement of the objectives of this
provision.

14-2-1985 A. C. Chakrabortti
New Delhi President






Preface to the First Edition

Section 44AB has been introduced in the Income-tax Act, 1961, by the
Finance Act, 1984. This section provides for audit of accounts of assessees
having total sales, turnover or gross receipts exceeding the specified limits of
Rs.40 lakhs for business and Rs.10 lakhs for profession. New Rule 6G,
inserted in the Income-tax Rules, prescribes the Forms of Audit report for the
above purpose. The requirements for the above audit will apply to accounts
relating to previous year relevant to assessment year 1985-86 and
subsequent years.

Audit of accounts in the corporate sector has been made compulsory by
legislation over a period of years. Realising the importance of audit, in recent
years, this requirement is being extended to non-corporate sector also.

The Income-tax Act already provides for audit of accounts of Public
Charitable Trusts and non-corporate assessee establishing new industrial
undertakings. Section 142(2A) gave wide powers to the tax authorities to get
the accounts in certain specified circumstances audited by a chartered
accountant. The new provision introduced by section 44AB has considerably
widened the scope of audit.

The Taxation Committee of the Institute has published (i) Guide for Audit of
Public Trusts under section 12A(b) and (ii) Guide to Special Audit under
section 142(2A). A monograph on compulsory maintenance of accounts has
also been published and the same has been updated.

Considering the fact that the scope of audit under the tax laws has
considerably widened after the introduction of section 44AB, the Taxation
Committee has prepared this Guidance Note on Tax Audit for the use of our
members. In this guidance note an attempt has been made to explain the
scope of Tax Audit requirements. It has been emphasised that in any audit
assignment the general principles of audit have to be followed. The members
accepting these assignments will have to use their professional skill and
expertise while expressing their opinion on the financial statements and
other particulars required to be stated.

| am happy that with the active co-operation of the members of the Taxation
Comnmittee, it has been possible to finalise this Guidance Note soon after the
final publication of the audit report forms by CBDT. In particular, | must
express my gratitude to Shri P.N. Shah, our past President, Sarvashri N.K.



Poddar, M.G. Patel and A.H. Dalal, members of the Taxation Committee and
the Secretary of the Committee for the efforts put in by them in the
finalisation of the guidance note. | am confident that this guidance note will
be of great assistance to our members in industry or in public practice.

13t February, 1985 G. Narayanaswamy

Chairman
Taxation Committee
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