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CBDT amends the Tax Audit Report (Form 3CD)  

25 April 2018 

Background 

Recently, the Central Board of Direct Taxes (CBDT) 
has issued a Notification1 amending the Income-tax 
Rules, 1962 (the Rules) with respect to the Tax 
Audit Report (Form 3CD) which is required to be 
certified by an auditor under Section 44AB of the 
Income-tax Act, 1961 (the Act). The amended rules 
shall come into force from 20 August 2018. 

 
CBDT Notification 

The amended Form 3CD requires disclosures with 
respect to: 
 

Income from other sources 

 The nature of income and the amount thereof 
chargeable under the head ‘income from other 
sources’ in case of:  
 
 Any sum of money received as an advance 

or otherwise in the course of negotiation for 
transfer of a capital asset if such sum is 
forfeited and the negotiation do result in the 
transfer of such capital assets (Section 
56(2)(ix) of the Act). 
 

 Receipt of a sum of money or immovable 
property without consideration/against 
inadequate consideration (Section 56(2)(x) 
of the Act). 

GAAR 

 Whether the taxpayer has entered into an 
impermissible avoidance arrangement2. If Yes, 
the following details are required to be 
furnished: 

 
 The nature of the impermissible avoidance 

arrangement 

 
 
._________________ 

1 CBDT Notification No.33/2018, dated 20 July 2018 
2 As referred to in Section 96 of the Act  
 

 Amount of tax benefit in the previous year 
arising, in aggregate, to all the parties to 
the arrangement (in INR). 

Transfer Pricing 

 The secondary adjustment under Section 
92CE of the Act: 
 
 Whether Primary Adjustment (PA) to 

transfer price has been made. 
 

 If yes, the clause under which the PA is 
made and the amount of PA. 
 

 Whether the excess money is required to 
be repatriated from the Associated 
Enterprise (AE). If yes, whether the excess 
money is repatriated within the prescribed 
time-limit. 
 

 If not repatriated within the prescribed 
time-limit, the amount of imputed interest 
on such excess money. 

 

 Limitation of interest deduction under Section 
94B of the Act3: 

 
 Whether the taxpayer has incurred 

expenditure by way of interest (or similar 
nature) towards AE exceeding one crore 
rupees in a Financial Year (FY). If yes, the 
amount of such interest expenditure or of 
similar nature. 
 

 The amount of earnings before interest, 
tax, depreciation and amortization 
(EBITDA) during the said FY, 
 

 
 
________________ 
 
3 Limiting interest deduction exceeding INR1 crore in respect of any debt 
issued/guaranteed (implicitly or explicitly) by a non-resident AE 

25 July 2018 
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 The amount of interest expenditure as stated 
above in excess of 30 per cent of EBITDA. 
 

 The details of excess interest brought 
forward and carried forward as per Section 
94B(4). 

 

 Country by Country Reporting (CbCR) such as 
whether the taxpayer or its parent entity or 
alternate reporting entity in India is liable to 
furnish CbCR as per Section 286(2) of the Act. If 
yes, the following details are to be provided : 
 
 The entity furnishing the CbCR, 

 
 Name of the parent entity, 

 
 Name of the alternate reporting entity (if 

applicable), 
 

 Date of furnishing of CbCR. 

GST 

 Goods and Services Tax (GST) registration 
number to be furnished if the taxpayer is liable to 
pay GST. 
 

 Break-up of the total expenditure of entities 
registered or not registered under the GST: 
 
 The total amount of expenditure incurred 

during the year. 
 

 Expenditure in respect of entities registered 
under GST relating to: 

 
 Goods or services exempt from GST, 

 
 Entities falling under the composition 

scheme, 
 

 Other registered entities, 
 

 Total payment to registered entities. 
 

 Expenditure relating to entities not registered 
under GST. 

Others 

 Deduction claimed under Section 32AD of the 
Act on investment in new plant and machinery in 
notified backward areas. 
 

 Disclosure with respect to payment basis 
deduction under Section 43B(g) of the Act of any 
sum payable by the taxpayer to the Indian 
Railways for the use of railway assets.  

 

 Restrictions on cash transactions under 
Section 269ST of the Act: 

 
 Particulars of each receipt/payment in an 

amount exceeding the specified limit, in 
aggregate from a person in a day or in 
respect of a single transaction or in 
respect of transactions relating to one 
event or occasion from/to a person, 
during the previous year,  

 
 Where such receipt/payment is 

otherwise than by a cheque or bank 
draft or use of electronic clearing 
system through a bank account – 
Name, address and PAN of the 
payer/payee, its nature of the 
transaction, amount of receipt (in 
INR) and date of receipt/payment. 
 

 Where an amount is received/paid 
by a cheque or bank draft, not being 
an account payee cheque or an 
account payee bank draft, - Name, 
address and PAN of the 
payer/payee, amount of 
receipt/payment (in INR). 

 

 A list of details/transactions which are not 
reported in the statement of tax deducted or 
collected at source. As per the existing Form 
3CD, the taxpayer is required to furnish 
details of the statement of tax deducted or 
tax collected at source. It is required to 
disclose whether the statement of tax 
deducted or collected at source contains 
information about all details/transactions 
which are required to be reported. 
 

 The amount received and date of receipt of 
the deemed dividend referred to in Section 
2(22)(e) of the Act (in INR). 
 

 Whether the taxpayer is required to furnish a 
statement of the specified financial 
transaction (in Form No.61 or Form No. 61A 
or Form No. 61B). If yes, the following is 
required to be furnished: 
 
 Income-tax Department Reporting Entity 

Identification Number 
 

 Type of Form 
 

 The due date for furnishing 
 

 Date of furnishing, if furnished 
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 Whether the form contains information about 
all details/transactions which are required to 
be reported. If not, please furnish a list of the 
details/transactions which are not reported. 

Our comments 

CBDT has widened the scope of Form 3CD by 
including disclosures with respect to impermissible 
avoidance arrangement under the provisions of 
General Anti-Avoidance Rule (GAAR); transfer 
pricing related disclosures like secondary 
adjustment, interest limitation, CbCR; GST related 
disclosures, etc.  
 
With respect to disclosure relating to provisions of 
GAAR, there are no objective criteria laid down in 
law to determine whether a transaction would be 
subject to GAAR and there is a lot of subjectivity 
involved therein. Further, the tax auditor not only has 
to determine the tax benefit arising to the taxpayer 
but also has to determine the tax benefit arising to all 
parties involved in the arrangement. The issue is that 
these parties may not be the clients of the tax auditor 
and could even be in other countries. Therefore, it 
may turn out to be quite onerous for the tax auditor to 
report these details. 
 
While the introduction of the transfer pricing 
provisions in the law in the past few years has 
required the taxpayers to undertake the necessary 
compliances, this consolidation of information in the 
tax audit report shall provide all the relevant 
information to the tax authorities in one place and 
enable them to focus their enquiries/questions. 
 
Amendment to Form 3CD would increase the 
compliance burden on the taxpayers and they may 
face further challenges while adhering to the 
reporting mechanism. 
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