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KARNATAKA LEGISLATIVE ASSEMBLY
FOURTEENTH LEGISLATIVE ASSEMBLY
SIXTH SESSION
(ADJOURNED MEETINGS)

THE KARNATAKA VALUE ADDED TAX (AMENDMENT) BILL, 2015
(L.A. Bill No. 08 of 2015)

A Bill further to amend the Karnataka Value Added Tax Act, 2003.

Whereas it is expedient further to amend the Karnataka Value Added
Tax Act, 2003 (Karnataka Act 32 of 2004) for the purposes hereinafter
appearing;

Be it enacted by the Karnataka State Legislature in the Sixty sixth
year of the Republic of India, as follows.-

1. Short title and commencement.- (1) This Act may be called the
Karnataka Value Added Tax (Amendment) Act, 2015.

(2) It shall come into force with effect from the first day of April, 2015.

2. Amendment of section 4.-In the Karnataka Value Added Tax Act,
2003 (Karnataka Act 32 of 2004) (hereinafter referred to as the principal
Act), in section 4, in sub-section (1), in clause (b), in sub-clause (ii), for the
words “seventeen percent”, the words “twenty percent” shall be substituted;

3. Amendment of section 9-A.- In section 9-A of the principal Act,
after sub-section (5), the following proviso shall be inserted, namely:-

“Provided that among the authorities making deduction under sub-
section (1), the specified class of authorities as may be notified by the
Commissioner shall submit a statement in the prescribed form electronically
and make payment electronically to the prescribed authority through the
internet in the manner specified in the notification”.

4. Insertion of section 9-B.-After section 9-A of the principal Act,
the following section shall be inserted, namely:-

“9-B. Deduction of tax at source (in case of purchases made by
Government departments and others).-(1) Notwithstanding anything
contained in this Act, the Central Government, or any State Government, or
an industrial, commercial or trading undertaking of the Central Government
or of any State, or any such undertaking in joint sector or a local authority
or a statutory body not being a registered dealer under the Act or any other
person or body as may be notified by the Commissioner from time to time
shall deduct tax amount, out of the amounts payable by them to a dealer, at
the rate applicable, in respect of purchase of goods effected by them in the
State, with effect from such date as may be notified by the Commissioner.



(2) The authority making deduction under sub-section (1), shall send
every month to the prescribed authority a statement in the prescribed form
containing particulars of tax deducted during the preceding month and pay
full amount of the tax so deducted by it within twenty days after the close of
the preceding month in which such deductions were made and the amounts
so payable shall for the purpose of Section 42 deemed to be an amount due
under this Act.

Provided that the specified class of authorities as may be notified by
the Commissioner shall submit a statement in the prescribed form
electronically and make payment electronically to the prescribed authority
through the internet in the manner specified in the notification.

(3) Where default is made in complying with the provisions of sub-
section (2), the prescribed authority may, after such enquiry as it deems fit
and after giving opportunity to the concerned authority of being heard,
determine to the best of its judgment, the amount of tax payable under sub-
section (2) by such authority and the amount so determined shall be
deemed to be the tax due under the Act for the purpose of section 42.

(4) If default is committed in the payment of tax deducted beyond ten
days after the expiry of the period specified under sub-section (2), the
authority making deductions under sub-section (1) shall pay, by way of
interest, a sum equal to the interest specified under sub-section (1) of
section 37 during the period in which such default is continued.

(5) The authority making deduction under sub-section (1), shall
furnish to the dealer from whom such deduction is made, a certificate
obtained from the prescribed authority containing such particulars as may
be prescribed.

(6) Payment by way of deduction in accordance with sub-section (2),
shall be without prejudice to any other mode of recovery of tax due under
this Act from the dealer selling the goods.

(7) The burden of proving that the tax on such sale has already been
remitted and of establishing the exact quantum of tax so remitted shall be
on the dealer.

5. Amendment of section 10.- In section 10 of the principal Act, for
sub-section (3), the following shall be substituted, namely:-

“(3) Subject to input tax restriction specified in sections 11, 12, 14,
17, 18 and 19, the net tax payable by a registered dealer in respect of each
tax period shall be the amount of output tax payable by him in that period
less the input tax deductible by him as may be prescribed in that period and
relatable to goods purchased during the period immediately preceding five
tax periods of such tax period, if input tax of such goods is not claimed in
any of such five preceding tax periods and shall be accounted for in
accordance with the provisions of this Act.”

6. Amendment of section 11.- In section 11 of the principal Act,
after sub-section (c), the following shall be inserted, namely:-



“(d) Notwithstanding anything contained in this Act, where any dealer
has sold goods at a price lesser than the price of such goods purchased by
him, the amount of input tax credit shall be restricted to the amount of
output tax of such goods.”

7. Amendment of section 22.- In section 22 of the principal Act,-
(i) in sub-section (2),-

(a) for the words “seven and one half’, the words “ten” shall be
substituted; and

(b) for the figures “2005”, the figures “2015” shall be
substituted.

(ii) in sub-section (3), for the words “sixty two thousand five hundred”,
the words “eighty three thousand three hundred thirty” shall be substituted.

8. Amendment of section 27.- In section 27 of the principal Act, in
sub-section (1), in clause (c), for the words “seven and one half’, the words
“ten” shall be substituted.

9. Amendment of section 62.- In section 62 of the principal Act, in
sub-section (5), the following provisos shall be inserted, namely:-

“Provided that the Commissioner may notify the website in which
appeal shall be filed electronically:

Provided further that a single appeal may be preferred against orders
of assessment or reassessment or any other orders or proceedings, in
respect of more than one tax period of any financial year”.

10. Amendment of section 63.-In section 63 of the principal Act, in
sub-section (7), in clause (b), for the words “one hundred and eighty days”,
the words “three hundred and sixty five days” shall be substituted.

11. Amendment of section 72.- In section 72 of the principal Act,
after sub-section (3), the following shall be inserted, namely:-

“(3-A) A dealer who fails to furnish or furnishes incomplete or
incorrect particulars for preparation of the return as notified under proviso
to sub-section (1) of section 35, as informed in a notice issued to him shall
be liable to a penalty of fifty rupees for each day the return remains
incomplete or incorrect”.



STATEMENT OF OBJECTS AND REASON

It is considered necessary to amend the Karnataka Value Added Tax

Act, 2003 to give effect to the proposals made in the Budget and matters

connected therewith and specifically to,

(i)
(i)

(iii)

(iv)

v)

(vi)

(vii)

provide for levy of tax on Tobacco products at a higher rate.

provide for deduction of tax at source in case of sales made to
Government departments and others out of the amounts
payable by them to a dealer in respect of any sales made to
them in the State at the rate applicable under the Act to ensure
better compliance.

provide for claim of input tax rebate of preceding tax periods in
the return filed for the subsequent tax period, if input tax rebate
was not claimed in the relevant tax period. This is to facilitate
the dealer to claim input tax credit at a later date as per their
business practices of accounting.

provide for reversal of input tax credit in case a dealer sells
goods at a rate lower than the purchase price in the guise of
business practices like post-sale discounts/annual
discounts/special discounts etc., in certain commodities to
safeguard the State revenue.

provide forhigher threshold limits for registration and
cancellation of registration as a relief to small dealers.

provide for filing a single appeal against First Appellate
Authority assessment/re-assessment orders/proceedings of
several tax periods to reduce unnecessary documentation.

provide more time for disposal of appeal by Karnataka Appellate
Tribunal from the date of Stay order granted by it.

Hence, the Bill.



FINANCIAL MEMORANDUM

There is no extra expenditure involved by the proposed measure.



MEMORANDUM REGARDING DELEGATED LEGISLATION

Clause 4.-

In section 9B proposed to be inserted by clause 4,-

(a)

(b)

(c)

Sub-section (2) empowers the State Government to
prescribe the form of statement to be submitted to the
Prescribed Authority by the Authority deducting tax
under sub-section (1).

Proviso to sub-section (2) empowers the State
Government to prescribe the form of statement to be
submitted electronically.

Sub-section (5) empowers the State Government to

prescribe by rules the particulars of certificate.

Clause 5.-

In sub-section (3) of section 10 proposed to be substituted by
clause 5 empowers the State Government to make rules to
prescribe the input tax deductable by a registered dealer
during that period of tax.

The proposed delegation of Legislative power is normal in

character.

SIDDARAMAIAH
Chief Minister

P. OMPRAKASHA
Secretary
Karnataka Legislative Assembly



ANNEXURE

EXTRACT FROM THE KARNATAKA VALUE ADDED TAX ACT, 2003
(KARNATAKA ACT 32 OF 2004)

XXX XXX XXX

4. Liability to tax and rates thereof.- XXX XXX XXX

(b) in respect of.-
(i) declared goods as specified in Section 14 of the Central Sales
Tax Act, 1956 (Central Act 74 of 1956) at the maximum rate
specified for such goods under Section 15 of the said Act;

(ii) Cigarettes, cigars, gutkha and other manufactured tobacco
at the rate of seventeen per cent;

(iii) other goods at the rate of fourteen per cent.

XXX XXX XXX
10. Output tax, input tax and net tax.- XXX XXX

(38) Subject to input tax restrictions specified in Sections 11, 12, 14,
17, 18 and 19, the net tax payable by a registered dealer in respect of each
tax period shall be the amount of output tax payable by him in that period
less the input tax deductible by him as may be prescribed in that period and
shall be accounted for in accordance with the provisions of this Act.

XXX XXX XXX

22. Liability to register.- XXX XXX XXX

(2) Every dealer who at any time has reason to believe that his
taxable turnover is likely to exceed seven and one half lakh rupees during
any year after the year ending Thirty First day of March 2005 shall be liable
to be registered and report such liability forthwith or on such date as may
be notified by the Government.

(3) Every dealer whose taxable turnover exceeds sixty two thousand
five hundred rupees in any one month after the date from which the tax

shall be levied, in accordance with Section 3, shall register forthwith.

XXX XXX XXX



27. Cancellation of registration.- (1) In any case where,
(a) any business of a registered dealer has been discontinued,
transferred fully or otherwise disposed of; or

(b) there is any change in the status of the ownership of the
business; or

(c) the taxable turnover of sale of goods of a registered dealer has,
during any period of twelve consecutive months not exceeded
seven and one half lakh rupees; or

XXX XXX XXX
62. Appeals.- XXX XXX XXX

(5) The appeal shall be in the prescribed form and shall be verified in
the prescribed manner.

XXX XXX XXX

63. Appeal to the Appellate Tribunal.- XXX XXX

(7) (@) The Appellate Tribunal may, in its discretion, stay payment of
seventy per cent of the tax or other amount disputed, if the appellant makes
payment of the thirty percent of the tax or other amount disputed along with
the prescribed form of appeal.

(b) The Appellate Tribunal shall dispose of such appeal within a period
of one hundred eighty days from the date of the order staying proceedings of
recovery of seventy per cent of tax or other amount and, if such appeal is
not so disposed of within the period specified, the order of stay shall stand
vacated after the said period and the Appellate Tribunal shall not make any
further order staying proceedings of recovery of the said tax or other
amount.

XXX XXX XXX
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