
Assurance Gazette
August 2021

www.nangia.com



1

Foreword
India continues to recoup from COVID’ 19 and vaccination drive is on full 
swing. Corporates are trying best to reclaim operational and financial 
stability. Government and Regulatory Bodies continue to function seamlessly 
and issue and amend necessary regulations to improve compliance, clear 
out the confusions and aid businesses. 

With an endeavor to provide insights on such newly brought in amendments 
and ensure compliance to safeguard the stakeholders interest, we are 
pleased to bring to you our issue covering the key updates announced in the 
month of July and the ones relevant in the current period. 

The Ministry of Corporate affairs (“MCA”) clarified that spending of CSR 
funds for COVID-19 vaccination for persons other than the employees and 
their families, is an eligible CSR activity.

SEBI has introduced Business Responsibility and Sustainability Report 
(‘BRSR’) requirements. BRSR is intended towards having quantitative and 
standardized disclosures on Environmental, Social, and Governance (ESG) 
parameters and shall be applicable to the top 1000 listed companies which is 
voluntary for Financial Year 2021-22 and mandatory for Financial Year 
2022-23.

Central Board of Indirect Taxes and Customs brought changes in relation to 
filing of annual return and relaxed requirement of GST audit from external 
certification to self-certification mode by Assessee.

The Central Board of Direct Taxes has amended the Tax Audit Report
effective for Assessment Year 2021-22 enabling revisions of tax audit report 
to claim certain allowances on payment basis between date of filing of tax 
audit and date of filing of tax return. Further, changes brought in few clauses 
of Form 3CD to synchronize with the amendments brought by the Finance 
Act, 2020 to the sections of the Income Tax Act that are part of tax audit 
reporting.

We aim to provide an overview of these updates in a simplified manner 
along with highlighting key changes and implications in order to assist you 
with your financial reporting and audits. We believe that our publication will 
be beneficial to you enabling adherence to compliances and ensuring better 
corporate governance.
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Corporate Social Responsibility (‘CSR’) 
spend for COVID-19 vaccination 

The Ministry of Corporate affairs (“MCA”) vide 
General Circular No. 10/2020 dated 23.03.2020 
clarified that spending of CSR funds for fight against 
COVID-19 is an eligible CSR activity. In continuation 
to the said circular MCA vide General Circular No. 
13/2021 dated 30.07.2021 clarified that spending of 
CSR funds for COVID-19 vaccination for persons 
other than the employees and their families, is an 
eligible CSR activity under item no. (i) of Schedule VII 
of the Companies Act, 2013 relating to promotion of 
health care including preventive health care and 
item no. (xii) relating to disaster management.

Clarification issued by Ministry of Corporate affairs 
will provide coherence to corporate India and 
strengthen India’s fight against Covid-19 pandemic 
by vaccination of public at large by larger
mobilisation of funds.

Nangia’s Take on these
Amendments 
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Business responsibility and
sustainability  reporting by listed 
entities

SEBI vide circular dated May 10, 2021 has introduced 
new sustainability reporting requirements under the 
name of Business Responsibility and Sustainability 
Report (BRSR).

Prior to the said circular, there was a requirement of 
Business Responsibility Report (BRR) however, the 
introduction of BRSR has made the disclosures more 
relevant for the stakeholders in terms of Financial 
results viz-a-viz Environmental, Social, and
Governance (ESG) performance.

The BRSR is intended towards having quantitative 
and standardized disclosures on ESG parameters 
which will enable comparability across companies, 
sectors and time. These disclosures are framed 
keeping in mind the internationally accepted
reporting frameworks like - Task Force on Climate 
Related Financial Disclosures (TCFD), Sustainability 
Accounting Standards Board (SASB), and Global 
Reporting Initiative (GRI), Integrated Reporting etc. 
These disclosures on climate and social (employees, 
consumers and communities) related issues of the 
entity have been significantly enhanced and made 
more specific. BRSR shall be applicable to the top 
1000 listed companies (based on market
capitalisation) which is voluntary for Financial Year 
2021-22 and mandatory for Financial Year 2022-23.

This will enable the investors to identify and access 
sustainability related risks and rewards of the 
Company to make an informed and calculated 
investment decision.

Nangia’s Take on these
Amendments 
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Modifications to requirement of GST 
Audit

Central Board of Indirect Taxes and Customs vide 
notifications bought changes in relation to filing of 
annual return and requirement of GST audit as per 
CGST Act 2017. These notifications were required to 
align with various announcements made by the 
Honourable Finance Minister in the budgetary 
speech. 

As per Notification No. 30/2021-Central Tax dated 
30.07.2021, Every registered person other than 
certain specified taxpayers having Annual Aggregate 
Turnover � 5 crores and above is required to submit 
self-certified statement reconciling the value of 
supplies declared in the return furnished for the 
financial year with the audited annual financial 
statement u/s 44 of CGST Act 2017 in form GSTR-9C 
along with the Annual Return 2020-21 on or before 
December 31, 2021.

Because of above notification there is a Paradigm 
shift from earlier GST audit requirements which 
mandated audit of reconciliation statement and 
certification by CA/CMA if the aggregate turnover is 
more than 2 crores.

Additionally, option of non-filing of GST annual 
returns by registered persons with the annual 
turnover of less than Rs. 2 Crores has been extended 
for the Financial Year 2020-21 as well.  
In line with above, w.e.f. August 1, 2021 under 
Notification No. 29/2021- Central Tax dated 
30.07.2021:

•   Section 110 omits Section 35(5) of CGST Act 
     which mandated audit of accounts if the annual 
     turnover of a registered taxpayer is more than Rs. 
     2 crore in the financial year.

•   Section 111 substitutes Section 44 (Annual 
     Return) of CGST Act, 2017 which omitted the 
     mandatory requirement of furnishing a
     reconciliation statement duly certified by CA/CMA 
     and provide self-certification for the same. 

Removal of GST Audit onus for demonstrating 
correctness of GST filings vis-à-vis financials has 
been shifted from professionals to taxpayers. While 
removal of GST Audit was anticipated to reduce 
overall compliance, it would in fact, warrant larger 
accountability and burden on taxpayers. It is predict-
ed that frequency of audits and scrutiny by depart-
ment will increase significantly since the verification 
through independent audit by professionals has 
been removed.

Nangia’s Take on these
Amendments 



2. Changes in certain clauses of Form 3CD effective 
    from Assessment Year [AY] 2021-22

Change in Clause 8a to report exercise of option 
under section 115BAC/115BAD

Finance Act, 2020 has introduced two new
concessional tax rate regime under section 115BAC 
for Individuals and HUF and section 115BAD for 
cooperative societies. The two provisions are 
applicable from AY 2021-22. In order to incorporate 
the same in the Tax Audit Report, Clause 8a of Form 
3CD is changed to include these two sections - 
section 115BAC and section 115BAD.

Amendment in Clause 17 to report higher safe 
harbour rule of 20% between actual sales consider-
ation and stamp duty value under section 43CA and 
section 56(2)(x)

To incorporate effect of amended provisions of 
section 43CA and section 56(2)(x) introduced by way 
of Finance Act, 2021, Clause 17 now also includes 
reporting of - Whether provisions of second proviso 
to sub- section (1) of section 43CA or fourth proviso 
to clause (x) of sub-section (2) of section 56
applicable? [Yes/No]

Changes in Clause 18(ca) for adjustment in WDV of 
Assets as per Section 115BAC/115BAD

Clause 18(ca) was introduced in the Form 3CD for 
the AY 2020-21 to report the adjustment in WDV of 
the block of assets if lower tax regime under section 
115BAA was exercised by the assessee.  The clause 
has been amended to include reporting under two 
new concessional tax rate regimes under section 
115BAC and 115BAD introduced in Finance Act 2020. 
(To be filled in for assessment year 2021-2022 only).

Changes in Clause 18 related to Depreciation of 
Goodwill

Finance Act, 2021 has amended the provisions of 
section 32 to deny depreciation on goodwill. It is 
further provided that the block containing the 
goodwill as an asset shall be modified and
depreciation on goodwill as appearing in that block 
at the WDV as of 1.4.2020 shall not be claimed from 
AY 2021-22 and such value of goodwill will be 
excluded from the block. The block needs to be 
modified to that extent. For this purpose, a new 
sub-clause (cb) is inserted in Clause 18 of Form 3CD 
for reporting the adjustment in WDV of the block of 
assets.
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Revisions in the tax audit effective for 
Assessment Year 2021-22

The Central Board of Direct Taxes, vide Notification 
No. 28/2021 in G.S.R. 246(E) dated 1.4.2021, has 
amended the Tax Audit Report. These changes 
introduced in the Tax Audit Form in Form 3CD shall 
apply for the assessment year 2021-22 and are 
outlined below:

1. Revised Tax Audit Report in certain cases

Rule 6G is amended and sub-rule (3) has been 
included that allows filing of revised Tax Audit 
Report. The assessee is now allowed to furnish a 
revised tax audit report duly certified by his tax 
auditors before the end of the relevant assessment 
year for which the report pertains. Such revised tax 
audit report may be filed to claim payments made 
after furnishing of original tax audit report which 
necessitates recalculation of disallowance under 
section 40 or section 43B.

Section 40 and 43B of the Income tax act allows 
deduction of expenditure in the previous year in 
which it is incurred provided the same is paid on or 
before the due date of filing of return u/s 139(1). A 
tax audit report is required to be filed one month 
prior to the due date of filing of return of income u/s 
139(1). 

Since the tax audit report requires reporting of 
expenses disallowable under section 40 and 43B for 
the previous year. It may so happen that expenditure 
incurred in a previous year may be paid before the 
due date of return but after the filing of the tax audit 
report which is one month prior to the due date of 
furnishing the return of income under section 
139(1). In order to remove the inconsistency in the 
two provisions, the assessee is now allowed to revise 
the Tax Audit Report to claim the deduction of 
expenses under section 40 and 43B if the same was 
disallowed in the original tax audit report. 

Time limit to revise Form 3CD: A Tax Audit Report is 
allowed to be revised for a limited purpose as 
mentioned above before the end of the relevant 
assessment year i.e. the revised report for AY 
2021-22 can be filed till 31st March 2022.



Changes in Clause 32 to report adjustment in 
brought forward of losses if option u/s 
115BAC/115BAD is exercised

The new tax regime under section 115BAA, section 
115BAC and section 115BAD do not allow certain 
deductions and if the option under these provisions 
is exercised then the brought forward losses need to 
be modified to the extent they are related to such 
restricted disallowed deductions. Thus, similar to 
changes in clause 8a and clause 18, Clause 32 of the 
Form 3CD is also amended to include section 
115BAC and section 115BAD in the reporting 
requirement. (To be filled in for assessment year 
2021-2022 only).

Omission of Clause 36 related to DDT

Finance Act 2020 abolished the Dividend
Distribution Tax (DDT) and reverted the classic 
system of taxation of dividend income in the hands 
of the shareholders/recipients. Hence companies are 
not required to pay any dividend distribution tax 
from Financial Year 2020-21. Accordingly, Clause 36 
is omitted and henceforth, no reporting is required 
in Form 3CD.

It is imperative that the tax audit reporting remains 
in alignment with the Income Tax Act and changes 
brought to various sections of the Income Tax Act by 
way of Finance Act. Any inconsistencies between the 
two shall cause confusion and may lead to
ineffective or inaccurate reporting. By introducing 
revisions to the Form 3CD and allowing revision of 
Form 3CD to accommodate benefits of payments 
made until date of filing of return of income, CBDT 
has brought in the much-needed harmony. 

Nangia’s Take on these
Amendments 
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