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Namaste 

In Chapter 18 of this series, we would discuss the Particulars of Clauses 37 to 39 of Form 

3CD. 

Clause 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.  

• The auditor should ascertain from the management whether cost audit was carried out 

and if yes, a copy of the same should be obtained from the assessee. 

• The auditor should also refer to CARO report by the statuary auditor on the 

observation on maintenance of cost records by the company.  

• He has to take notes of the details of disqualification or disagreement on any 

matter/item/value/quantity as may be reported / identified by the cost auditor. 

• The auditor need not express any opinion in a case where such audit is applicable but 

has not been carried out. 

• In cases where cost audit which might be applicable but is not completed by the time 

the auditor issues his report stating that since cost audit is not completed and the cost 

audit report is not available with the assesse. 

• The auditor should examine the time period for which the cost audit if any has been 

required to be carried out. Information is required to be given only in respect of such 

cost audit report the time period of which falls within the relevant previous year. 

Clause 38 - Whether any audit was conducted under Central Excise Act, 1944, if yes, 

then give the details, if any, of disqualification or disagreement on any 

matter/item/value/quantity as may be identified/reported by the auditor. 

• The auditor should ascertain from the management whether any audit was conducted 

under the Central Excise Act, 1944 and obtain the copy of report for the same. He is 

not required to make any detailed study of such report, he only has to mention if any 

disqualification or disagreement on any matter/value/quantity was identified or 

reported by the auditor. 

• The auditor need not express an opinion if any excise audit was required to be 

conducted but not carried out yet. 

http://www.capramodjain.com/
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• In case if excise audit was ordered but was not completed by the time the auditor had 

to give his report, then the same fact needs to disclosed properly by the auditor that 

report was not yet available with the assessee. 

• The auditor should examine the time period for which the excise audit was carried 

out. Information regarding the time period which falls within the relevant previous 

year needs to be disclosed. 

• With imposition of GST from 1.7.2017, Excise is applicable on very few items. 

Clause 39 – Whether any audit was conducted u/s 72A of the Finance Act, 1994 in 

relation to valuation of taxable services, if yes, then give the details, if any, of 

disqualification or disagreement on any matter/item/value/quantity as may be reported/ 

identified by the auditor. 

• The auditor should ascertain from the management whether any audit was conducted 

u/s 72A of the Finance Act, 1994 and obtain the copy of report for the same. He is not 

required to make any detailed study of such report, he only has to mention if any 

disqualification or disagreement on any matter/value/quantity was identified or 

reported by the auditor. 

• The auditor needs to express an opinion if any service tax audit was required to be 

conducted but not carried out yet. 

• In case service tax audit was ordered but was not completed by the time tax auditor 

had to give his report, then the same fact needs to disclosed properly by the auditor 

that report was not yet available with the assessee. 

• The auditor should examine the time period for which the service tax audit was 

carried out. Information regarding the time period which falls within the relevant 

previous year needs to be disclosed. 

• With imposition of GST from 1.7.2017, Service tax is no longer applicable, yet in few 

cases, it was observed that notices had come for the departmental audit of earlier 

service tax period. 

I hope this document is of use to you. I thank CA. Shreya Jain in assisting me to compile this 

part of the series. Your suggestions and comments would be highly appreciated 

Best Regards 

CA. PRAMOD JAIN 

pramodjain@lunawat.com 

www.capramodjain.com  
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(Disclaimer: Though full efforts have been made to state the interpretations correctly, yet the 

author is not responsible / liable for any loss or damage caused to anyone due to any mistake / 

error / omission) 
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