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C.No.Audit/CR-1/10/2017-18/SAG-14 Date: 05.05.2020

M/s. B & C Estates,

5-4-187/3 & 4, Soham Mansion, *
M.G.Road, Raniganj,

Secunderabad, Telangana — S00003.
Ph: 040-27845400, 32125400,

Sir,

Sub: EA-2000 Excise Audit cz)nducfed on the accounts of M/s. B&C Estates
for the period 04/2013 to 06/2017 — Communication of Final audit
Report - Reg.

HRF KKK

Please find enclosed herewith the Final Audit Report No. 797/2019-20 dated
05.05.2020 of Service Tax Audit conducted on the accounts of M/s. B&C Estates
(STC No.AAHFB7046ASDO001) for the period April, 2013 to June, 2017.

Yours faithfully,

Encl: As above. @W l ML 27

(RAJESH KUMAR VIDYARTHI)
SUPERINTENDENT, SAG-14
CIRCLE-I, AUDIT II COMM’ATE
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C.No.Audit/CR-1/10/2017-18/SAG-14 Date: 05.05.2020
. 3+Teldsh ANNEXURE - X

sfaw @ gfiem R9OE F. Final Audit Report No. 797 / 2019-20

AT - Part -1

l. | EEar &7 a9 9 9ar M/s. B & C Estates,
Name & Address of the | 2-4-187/3 & 4, Soham Mansion,
Taxpayer M.G.Road, Raniganj,

Secunderabad, Telangana — 500003,
Ph: 040-27845400, 32125400,

2. A"  Fem,  ar/emaEr | M/s. B & C Estates,
T AR 9-4-187/3 & 4, Soham Mansion,

M.G.Road, Raniganj,
Secunderabad, Telangana - 500003,
f1: 040-27845400, 32125400.

Head  Office, Regional/
Branch Offices etc

3. | &Y grar & feufy

Status of the taxpayer Medium Scale Tax Payer

4. | 38R &9 edarerT / Avsa/ | Secunderabad Commissionerate,
: T & el Secunderabad GST Division,
T Jurisdictional

a2 & wns R ki
Commissionerate/ Division/ amgopalpet-I Range
Range

5. | 3dr 3ce U9 Far a¢ STC No. AAHFB7046ASDO001
Aeys 4.

Central Excise & Service
Tax Registration No.

6. | R_RAfAT scuet & Rawor 1.Construction of Residential Complex

Description of Service Service

rendered

7. | 3R ge @ gar fRar arar ¥
ar 3HEHT ge AUy ¥ AR
werrdl fafdr qur 3 ar :
Exemption Notification No. | NIL
and its effective date along
with gist of exemption
notification in case
exemption is claimed

8. | 3w orar wdieT & ARy

Date of last audit First Audit
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9. |l oo v adas or
qReT T TS April, 2013 to June, 2017
Period for which current
Audit undertaken
10. | Srmr et $r an 06.11.2019, 18.11.2019, 21.11.2019 &
Dates on which @ audit|03.12.2019
undertaken
11. | or@r gfieteht & =T gasfr / A
Names of the Auditors S [Shri
1. K.S.Subba Rao, Superintendent
2. Rajesh Kumar Vidyarthi, Inspector
TorEd RT3t FHr .
12. No. of Revenue Paras 5 :
ufsharcHs ST HT 4. ;
13. | No. of procedural Paras Nil
14. | ggr odrem Ryet 7 anfAa
ij;'c? TIAET  Total Revenue | Rs.26,59,594 /-
involved in audit Paras )

T gfer & gROTH &1 Y SUMMARY OF AUDIT RESULTS

[erer 9dieT & e Rfeed Fgcaqpl @ o IR UTeT HHEET T FRAT el ]

[PROVIDE AN OUTLINE OF IMPORTANT AND MATERIAL NON COMPLIANCE
ISSUES IDENTIFIED DURING THE AUDIT]

FAEcaqoT d B IR-37rer & RITEd v 310 Areer 3R 3A9R sxerdr S gfafsar
et aRofT 7 T 7§ |

The important and material non-compliance issues identified and reaction of the
tax payer is indicated in the table given below:-

Hise | 3afceal &l A’ Asied wfIedT, | e B WEA | FHET 1 ey wRor
eral Gist of objections | gfe &g (% #) gl/aAg, A& @0, | afgd
. aibate WILe | pevenue HOEHATA @1 g | Department’s
A LD Ao engs Hoy Implications, conclusion
P;lr;t :{erai‘;éosed b If any (in Rs.) e 6TFTT with reasons; MMC
No. Tax payer’s date & decision
Agreement
Yes/No,
If no, reasons for
disagreement

1 Delay in filing of | Late Fee: Partially agreed | Admitted in MMCM

ST-3 Returns Rs.21,500/- but not paid. held on 03.01.2020
and SAG was directed
to recover Late Fee

‘ or issue SCN.

2 Short/Non Int: Not agreed Admitted in MMCM
payment of | Rs.4,93,498/- held on 03.01.2020
interest on delayed | Pnt: Rs.10,000/- and SAG was directed
payment of Service to recover interest
Tax along with penalty

u/s 77(2) of FA, 1994
or issue SCN.

Page 2 of 7




Non-payment of

Service' Tax on
Legal Consultancy
Service under

ST: Rs.30,608/ -
Pnt: As applicable
Int: As applicable

Not agreed

Admitted in MMCM
held on 03.01.2020
and SAG was directed
to recover duty along

Credit on Input
Services under
Rule 6(3) of Cenvat
Credit Rules, 2004

Rs.20,62,830/-
Pnt: As applicable
Int: As applicable

T

Total

Rs.26,59,594 /-

Reverse Charge with interest and
: penalty or issue SCN.
Non-payment of | ST: Rs.41,158/- | Not agreed Admitted in MMCM
Service Tax on | Pnt: As applicable held on 03.01.2020
| Transportation Int: As applicable | and SAG was directed
Charges under to recover duty along
GTA Service with interest and
E penalty or issue SCN.
{ ]
Reversal of Cenvat | ST: ‘ ' Not agreed Admitted in MMCM

held on 03.01.2020
and SAG was directed
to recover duty along
with interest and
penalty or issue SCN.

01. Delay in filing of ST-3 Returns:

During the course of audit, it was observed that half-yearly ST-3 Returns

had been belatedly filed during the period as given in the table below. It was

further observed that in some cases Late Fee had been fully or partially paid by the

assessee. However, there is short payment of such Late Fee due. The details of

short payment, not payment or excess payment of Late Fee on delayed filing of ST-

3 Returns for the period from 04/2014 to 06/2017 are as follows:

I?i).. Period of ST-3s I\];C;-y(;f ;Z?agf: Lal:t)ziiee Legi::e
(Delay)

1. | Apr-Sep, 2013 | 21 |Rs.500)- NIL Rs.500/-

2. |Oct-Mar, 201§ 34 |Rs.1,400/- |Rs.1,200/- |Rs.200/-

3. | Apr—Sep, 2015 | 104 Rs:8,400/=" | Rs.2,800/=| Rs.6,100/-
4. |Oct-Mar,2016 | 62 |Rs.4,200/- |Rs.4,500/- |()Rs.300/-
5. |Oct-Mar, 2017 | 380 |Rs.20,000/- |Rs.25000/- | (- Rs.5,000/-
6. |Apr-Jun, 2017 | 274 |Rs20,000/- |NIL Rs.20,000/ -

TOTAL = | Rs.21,500/-

Hence, it was requested to pay an amount of Rs.21,500/- as Late Fee under

Section 70 of Finance Act, 1994 read with Rule 7 of Service Tax Rules, 2004.
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On being pointed out, the assessees partially agreed to the contention of the
Audit but they have not paid so far. The Para has been admitted in MMCM held
on 03.01.2020 and SAG was directed to recover Late Fee or issue SCN.

02. Short/Non payment of interest on delayed payment of Service Tax:

-

During the verification of records and ST-3s, it was noticed that there was
delay in payment of service tax during the financial years as given in the table
below. It was further observed that in some cases interest had been paid by the
assessee. However, there is short payment of such interest due. The details of
short payment or non payment of interest 6on delayed payment of Service Tax i:or

the period from 04 /2014 to 06/2017 are as follows:

Sl. No. | Period of ST-3s | Interest Payable | Interest Paid Interest Due
1. |Oct-Mar, 2014 Rs.19,778/- Rs.16,062/- Rs.3,716/-
o) Apr - Sep, 2015 Rs.56,638/- | Rs.42,338/- Rs.14,300/-
55 Oct — Mar, 2016 RS.l,SQT?BE/——_ 77Rs.1,30,902/— Rs.28,890/ -
4. | Apr- Sep, 2016 Rs.1,30,066/- Rs.84,416/- Rs.45,650/ -
5 Oct — Mar, 2017 Rs.1,33,914/- i Rs.49,708/- Rs.84,206/ -
0. Apr - Jun, 2017 Rs.10,314/- | Rs.3,27,050/- Rs.3,16,736/-

TOTAL = | Rs.4,93,498/-

Hence, it was requested to pay the short payment ol interest amount to the
tune of Rs.4,93,498/- under Section 75 of Finance Act, 1994 wherein the rate of
interest is applicable in terms of Notification, No.14/2011-5T dated 01.03.2011
w.e.f. 01.04.2011 as amended vide Notification No.12/2014-ST dated BINO7 2014
w.ef 01.10.2014 and further amended vide Notification No.13/2016-ST dated
01.03.2016 w.e.f. 14.05.2016.

On being pointed out, the assessees have not agreed to the contention of the
Audit. The Para has been admitted in MMCM held on 03.01.2020 and SAG was
directed to recover interest along with a penalty of Rs.10,000/- under
Section 77(2) of Finance Act, 1994 or issue SCN.

03. Non-payment of Service Tax on Legal Consultancy Service under Reverse
Charge: |

During the course of audit and verification of ledgers with ST-3 Returns, it
was observed that an expenditure of Rs.89,315/- in the F.Y. 20 14-15, Rs.84,062/-
in the F.Y. 2015-16, Rs.45,150/- in the F.Y. 2016-17 and Rs.4,050/- ol Wate 1B

2017-18 (upto June, 2017) was incurred towards Legal Expenses and no Service
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Tax was paid on such expenditure. M/s. B&C Estates being a Partnership Firm,
Service Tax under partial reverseic_b_ggge under proviso to Section 68(2) of Finance
Act, 1994 in terms of Notification No. 30/2012 dated 20.06.2012 to the extent of
service tax is payable by the person who receives the service as per Sl. No.5 of
Table of the above said notification. In the instant case M/s. B&C Estates being the

service recipient, Service Tax is Lo be paid by M/s. B&C Estates.

Hence, it was requested that Service Tax on above -amount. to, the tune of

Rs.11,039/- @12.36% for the F.Y. 2014-15, Rs.12,189/- @14.50% for the F.Y,
2015—316, Rs.6,772/- @15.00% for the F.Y. 2016-17 and Rs.608/- @15.00% for the
F.Y. 2017-18 {upto June, 2017; Lotelf%ng 10 Rs.30,608/- to be paid along with
applicable interest and penalty under Section 75 & 78 of Finance Act, 1994,

On being pointed out, the assessees have not agreed to the contention of the
Audit. The Para has been admitted in MMCM held on 03.01.2020 and SAG was
directed to recover interest along with a penalty of Rs.10,000/- under

Section 77(2) of Finance Act, 1994 or issue SCN.

04. Non-payment of Service Tax on Transportation Charges under GTA
Service: '

During the course of audit and verification of ledgers with S1-3 Returns, it
was observed that an expenditure of Rs.4,52,017;/- in the F.Y. 2014-15,
Rs.2,51,980/- in the F.Y. 2015-16, Rs.2,89,044/- in the FY. 2016-17 and
Rs.71,605/- in the F.Y. 2017-18 (upto June, 2017) was incurred towards
Transportation Charges and no Service Tax was paid on such expenditure. M/s.
B&C Estates being a Partnership Firm, Service Tax under partial reverse charge
under proviso to Section 68(2) ol Finance Act, 1994 in terms of Notification No.
30/2012 dated 20.06.2012 to the extent of service tax is payable by the person
who receives the service as per Sl. No.2 of Table of the above said notification after
availing abatement as per Si. No7 of Notilicytion No. 26/2012 dated 20.06.2012 as
amended vide Notification No0.8/2016-3T dated 01.03.2016 w.ef. 01.04.2016
wherein the rate of abatement is reduced from 75% to 70%. In the instant case
M/s. B&C Estates being the service recipient, Scrvic’ef’l‘ax is to be paid by M/s.

B&C qutates.

Hence, it was requested ‘that ‘ﬁhc Sérvice Tax after proper abatement on
above amount to the tune of Rs.13,967/- @12.36% for the F.Y. 2014-15,
Rs.10,961/- @14.50% for the F.Y. 2015-16, Rs.13,007/- @15.00% for the F.Y.
2016-17 and Rs.3,223/- @15.00% [or the F.Y. 2017-18 {upto June, 2017) totaling
to Rs.41,158/- to be paid along with applicable interest and penalty under Section

75 & 78 of Finance Act, 1994,
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On being pointed out, the assessees have not agreed to the contention of the
Audit. The Para has been admitted in MMCM held on 03.01.2020 and SAG was
directed to recover duty along with applicable interest and penalty or issue
SCN.

0S5. Reversal of Cenvat Credit on Input Services under Rule 6(3) of Cenvat
Credit Rules, 2004:

During the eourse of audit and vcrification of ledgers with ST-3 Returns, it
was observed that Service Tax is being discharged on taxable services viz,
construction of residential complex servicgas provided on the amounts received
against the flats which were sold befokre the receipt of occupation certificate. It was
also observed that certain amounts were deducted from the value of taxable
services as exempted service. Upon enquiry, a statement showing the details of
flats sold after receipt of OC i.e. Occupancy Certificate. Perusal of the statement
reveals that 07 flats were sold after receipt of OC during the period 01.01.2014 to
S0 06 2017 SWihe* total | 'receipt  Irom I the sale of the above T L Asila tsEs
Rs.2,94,69,000/-. No Service Tax was paid on the consideration received from the

sale of the above flats.

From the scrutiny of the ST3 returns and invoices on which input service
credit was availed it appears that Cenvat Credit of Service Tax paid on common
input services like Architect, Security Services, Professional Charges, have been
availed for provision of both taxable and exempted services. It was observed that
though both taxable and exempted services were provided no option has been
exercised by M/s B&C Estates as provided under Rule 6(3)A of the Cenvat Credit
Rules, 2004.

In terms of Rule 6(3) of the Cenvat Credit Rules, 2004, where a person is
engaged in provision of both taxable and exempted services and avails Cenvat
Credit on input services which are common to both taxable and exempted services,
the service provider has the option to reverse that portion of the Cenvat Credit
attributable to exempted service or pay 7% of the value of exempted services. In the
instant case M/s B&C Estates have not exercised their option from the above two.
Since M/s B&C have provided both taxable and exempted services and have not
followed the procedure prescribed under Rule 6(3) of the Cenvat Credit Rules,
2004, they are liable to pay an amount of Rs.20,62,830/- which is equal to the 7%
on the total sale consideration received from the sale of the above 7 flats. They are
also required to pay appropriate interest and penalty under Section 75 and 78 of
the Finance Act, 1994, Hence, it was requested to pay the Service Tax amount of

Rs.20,62,830/- along with interest {rom the date of utilization and penalty under
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Section 75 & 78 of Finance Act, 1994 read with Rule 14 of Cenvat Credit Rules,
2004. '_

On being pointed out, the assessees have not agreed to the contention of the
Audit. The Para has been admitted in MMCM held on 03.01.2020 and SAG was
directed to recover duty along with-applicable interest and penalty or issue

SCN _

Procedural Paras / Advisory Note: NIL /\.
\M

IV NARAYAN)
JOINT COMMISSIONER
CIRCLE-I, AUDIT II

Copy to:

1. M/s. B&C Estates, 5-4-187/3 & 4, Soham Mansion, M.G.Road, Raniganj,
Secunderabad, Telangana - 500003,

2. The Assistant / Deputy Commissioner of Central Tax, MIS-I / MIS-II Section,
Audit II Commissionerate, Hyderabad.

3. The Assistant/Deputy Commissioner of Central Tax, Secunderabad GST
Divicion, Salike Senate, D.No.2-4-416 & 417, Ramgopalpet, M.G.Road,
Secunderabad - 500003 for information and necessary action.

4. The Superintendent of Central Tax, Ramgopalpet - I Range, Secunderabad GST
Division, Salike Senate, D.No.2-4-416 & 417, Ramgopalpet, M.G.Road,
Secunderabad - 500003 for information and necessary action.

Copy Submitted to:

The Additional Director General (Audit, Hyderabad Zone), Indirect Taxes and
Customs, Audit Bhavan, Plot No.92, Avanti Nagar, Basheerbagh, Hyderabad -
500029.
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