Draft Format of Engagement letter on Tax Audit

Date: XX/XX/2025
To,
The Executive Director
(Mention the name & Address of client)
Dear Sir,
We refer to the letter dated      informing us about our (re) appointment as the tax auditors of the Company/Partnership/LLP/individual. You have requested our firm “XYZ & Co.” to do the tax audit of the Company/ Partnership/LLP/individual as defined in Section 44AB of the Income Tax Act, 1961, for the previous year(s) ending March 31, 2025. The tax audit of the Company/Partnership/LLP/individual include issuance of Tax Audit Report in Form Nos. 3CA/3CB and 3CD & filing the same with Income Tax Department. We are pleased to confirm our acceptance and our understanding of this audit engagement by means of this letter.
Our audit will be  conducted  for  the  purpose  to  ascertain/derive/report  the  requirements  of Form  Nos. 3CA/3CB and 3CD, to ensure that the books of account and other records are properly maintained, that they truly reflect the income of the taxpayer and claims for deduction/relief are correctly made by him & to checking fraudulent practices. In ascertaining/deriving/reporting the requirements of tax audit, we will rely on the work of statutory auditors appointed by the Company, to the extent it will required.
We will conduct the tax audit in accordance with the Provisions of Income Tax Act, 1961 & rules and regulations made thereunder. This tax audit involves performing procedures to ascertaining/deriving/reporting the requirements and the disclosures required in Form 3CA/CB & 3CD. Tax audit also includes evaluating the compliances with the provisions of Income Tax, TDS and with other laws.
Form 3CD should be duly filled & authenticated by the Management. We will only verify and confirm the same & on that basis form our opinion & issue the report in Form 3CA/3CB as the case may be.
Auditor’s Responsibility 
a) I will conduct the audit in accordance with the Standards on Auditing (SAs), issued by the Institute of Chartered Accountants of India (ICAI). Those standards require that I comply with ethical requirements and plan and perform the audit to obtain reasonable, rather than absolute, assurance about whether the particulars in Form No. 3CD are appropriate. 
b) Because of the inherent limitations of an audit, including the possibility of collusion or improper Management override of controls, there is an unavoidable risk that material misstatements due to fraud or error may occur and not be detected, even though the audit is properly planned and performed in accordance with the SAs. 
c) The audit shall be carried out in accordance with auditing standards generally accepted in India which includes an examination of evidence on a test check basis and having regard to the materiality of the items involved. Materiality is assessed based on both quantitative and qualitative factors. 
d) In specific circumstances, when necessary to obtain specialized knowledge or expertise beyond accounting or auditing, I may engage an expert to assist me in the audit process. In such cases I will be relying upon the work performed by the expert (as stated under SA 620 - “Using the work of an Auditor’s Expert”). The expert appointed by me will work under my direction and supervision and I will remain responsible for the audit opinion expressed. 
e) The Tax Audit for the Previous Year 20XX-XY (Assessment Year 20XY-XZ) will be carried out in accordance with the provisions of section 44AB of the Income-tax Act, 1961 and the Income-tax Rules, 1962 of India, the Guidance Note on Tax Audit under section 44AB of the Income-tax Act, 1961 issued by the Institute of Chartered Accountants of India and any other notifications issued by Central Board of Direct Taxes / Ministry of Finance with the objective of expressing an opinion in Form No. 3CA on the correctness of particulars given in Form No. 3CD. 
f) Pursuant to the ICAI requirements, I am required to update certain relevant details of the operations of the Entity on the Unique Document Identification Number (UDIN) Portal of the ICAI for generating the UDIN, which is required to be stated on the reports issued by me. 

Management’s Responsibility 
i. Tax Audit will be conducted on the basis that Management and, where appropriate, those charged with governance (Audit Committee / Board of Directors) of the Entity (‘Management’), acknowledge and understand that they have responsibility: 

a) For the preparation and accurate presentation of the particulars to be stated in Form No. 3CD; 
b) To provide me with: 
i. Access, at all times, to all information including the books, accounts, vouchers, other records including digital records and documentation of the Entity, that is relevant for the verification of the particulars stated in Form No. 3CD such as records, documentation and other matters including books of account maintained in electronic mode; and 
ii. additional information that I may request from Management for the purpose of the Tax Audit; and 
c) For identifying and ensuring that the Entity complies with the laws and regulations, as applicable to its activities. 
The Management’s failure to provide me with the information referred to above or access to persons within the Entity may cause me to modify the audit procedures, delay the audit report, issue a modified opinion or even terminate the audit engagement. 
ii. The Management understands and acknowledges that the electronic transmission of information via the internet or otherwise, has inherent risks. Unless otherwise agreed, despite the inherent risks, the Management authorises me to communicate electronically with all the concerned parties on all matters related to the engagement. 

iii. I will make specific inquiries of Management about the representations contained in Form No. 3CD. At the conclusion of the engagement, I will also obtain written representations from Management about these matters and that management: 

a) has fulfilled its responsibility for the preparation and accurate presentation of the particulars as required under Form No. 3CD; 

b) has provided me with all relevant information and access as contemplated in this Agreement; and 
c) understands the importance of the said written Management’s representations for an effective audit, and hence the Entity agrees to release me and my personnel from any liability and costs relating to the Services attributable to any misrepresentations by Management. 
The responses to those inquiries, the written representations, and the results of my procedures comprise evidence on which I will rely in certifying Form No. 3CD.
iv. Management is responsible for setting up mechanism to identify and address any non-compliance or suspected non-compliance with laws and regulations applicable to the Entity and shall ensure that the relevant information and/or updates in regard to such non-compliance or suspected non-compliance is provided to me on a timely basis. 
v. In case where auditor has been provided with documents containing digital signatures embedded therein, Management states that they have adopted sufficient safeguards to prevent any unauthorised access or misuse of the digital signature, including implementing robust security measures, regular monitoring to prevent any misuse of the digital signature, placing relevant security controls, integrity checks and other necessary controls on, using documents embedded with digital signatures. 
vi. The Entity consents for use, maintenance and where necessary, transfer of the data and information provided or made available by the Entity (including personal information) and represents that it has the lawful right to provide the same to me. The Entity agrees that on request, it will promptly provide me with supporting documents to corroborate the foregoing 
In case where the auditor has been provided with documents and/ or information in digital format, whether obtained / prepared / extracted from Entity’s Information Technology system or from any other sources in any mode including but not limited to Excel/Word/PDF/Zip files etc., the Management acknowledges its responsibility with respect to reliability and integrity of such information.




This tax audit will be conducted on the basis that the Management and those charged with governance (Audit Committee / Board) acknowledge and understand that they have the responsibility:
1. For the preparation of tax audit report that give assurance in accordance with the provision of the Act, This includes:
· Compliance with the applicable provisions of the Income Tax Act, TDS Provisions & GST Provisions;
· Proper maintenance of accounts and other matters connected therewith;
2. Identifying and informing us of financial transactions or matters that may have any adverse effect on the tax compliance of the

3. Providing the required information completely and accurately in required

4. Provide the details of Micro and small enterprises for the purpose of disallowance under section 43B(h) with respect to MSMED Act.

5. To provide us, inter alia, with:
a. Access, at all times, to all information, including the books, accounts, vouchers and other records and documentation of the Company, whether kept at the Head Office or elsewhere, of which the Management is aware that are relevant to the “books of account” such as records, documentation and other
b. Access to reports, if any, relating to internal reporting on frauds (e.g., vigil mechanism reports etc.), including those submitted by cost accountant or company secretary in practice;
Additional information that we may request from the Management for the purposes of our audit;
1. Unrestricted access to persons within the Company from whom we deem it necessary to obtain audit evidence. This includes our entitlement to require from the officers of the Company such information and explanations as we may think necessary for the performance of our duties as the tax auditors of the Company; and
2. All the required support to discharge our duties as the tax
As part of our audit process, we will request from the Management written confirmation concerning representations made to us in connection with our audit.
Our report prepared in accordance with relevant provisions of the Act would be addressed to the Company. The form and content of our report may need to be amended in the light of our audit findings.
Our fees will be billed as follows”
The total audit fee of Rs…… (Excluding GST) (Rupees………………only) which will be billed on submission of the audit report.
We wish to emphasis that our audit report will be exclusively for income-tax purposes. We shall not be liable for any way to any third party to whom you may make the audit report available.
We also wish to invite your attention to the fact that our audit process is subject to ‘peer review’ under the Chartered Accountants Act, 1949. The reviewer may examine our working papers during the course of the peer review.
Please sign and return the attached copy of this letter to indicate that it is in accordance with your understanding of the arrangement for our audit of the financial statements.
Thanking you
Yours faithfully
For ……..
Chartered Accountants
 (Mention name & Designation of Partner)

