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KARNATAKA LEGISLATIVE ASSEMBLY
SIXTEENTH LEGISLATIVE ASSEMBLY
FOURTH SESSION

THE KARNATAKA GOODS AND SERVICES TAX (AMENDMENT) BILL, 2024.
(LA Bill No. 29 of 2024)

A Bill further to amend the Karnataka Goods and Services Tax Act,
2017(Karnataka Act 27 of 2017).

Whereas, it is expedient further to amend the Karnataka Goods and
Services Tax Act, 2017 (Karnataka Act 27 of 2017), for the purpose hereinafter
appearing;

Be it enacted by the Karnataka State Legislature in the seventy fifth year of
the Republic of India as follows:-

1. Short title and commencement.- (1) This Act may be called the
Karnataka Goods and Services Tax (Amendment) Act, 2024.

(2) Save as otherwise provided, the provisions of this Act shall come into force
on such date, as the Government may, by notification in the Official Gazette,
appoint.

2. Amendment of section 2.- In the Karnataka Goods and Services Tax Act,
2017 (Karnataka Act 27 of 2017) (hereinafter referred to as the principal Act), in
section 2, for clause (61), the following shall be substituted, namely:-

“(61) “Input Service Distributor” means an office of the supplier of goods or
services or both which receives tax invoices towards the receipt of input services,
including invoices in respect of services liable to tax under sub-section (3) or sub-
section (4) of section 9, for or on behalf of distinct persons referred to in section 25
and liable to distribute the input tax credit in respect of such invoices in the
manner provided in section 20.”

3. Substitution of section 20.- For section 20 of the principal Act, the
following section shall be substituted, namely:-

“20. Manner of distribution of credit by Input Service Distributor.-(1) Any
office of the supplier of goods or services or both which receives tax invoices towards
the receipt of input services, including invoices in respect of services liable to tax
under sub-section (3) or sub-section (4) of section 9, for or on behalf of distinct
persons referred to in section 25, shall be required to be registered as Input Service
Distributor under clause (viii) of section 24 and shall distribute the input tax credit
in respect of such invoices.
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(2) The Input Service Distributor shall distribute the credit of State tax or
integrated tax charged on invoices received by him, including the credit or State tax
or integrated tax in respect of services subject to levy of tax under sub-section (3) or
sub-section (4) of section 9 paid by a distinct person registered in the same State as
the said Input Service Distributor, in such manner, within such time and subject to
restrictions and conditions as may be prescribed.

(3) The credit of State tax shall be distributed as State tax or integrated tax
and integrated tax as integrated tax or State tax, by way of issue of a document
containing the amount of input tax credit, in such manner as may be prescribed.”

4. Insertion of new section 122A.- In the principal Act, after section 122,
the following new section shall be inserted, namely:-

“122A. Penalty for failure to register certain machines used in manufacture
of goods as per special procedure.- (1) Notwithstanding anything contained in
this Act, where any person, who is engaged in the manufacture of goods in respect
of which any special procedure relating to registration of machines has been notified
under section 148, acts in contravention of the said special procedure, he shall, in
addition to any penalty that is paid or is payable by him under Chapter XV or any
other provisions of this Chapter, be liable to pay a penalty equal to an amount of
one lakh rupees for every machine not so registered.

(2) In addition to the penalty under sub-section (1), every machine not so
registered shall be liable for seizure and confiscation:

Provided that, such machine shall not be confiscated where:-
(a) the penalty so imposed is paid; and
(b) the registration of such machine is made in accordance with the
special procedure within three days of the receipt of communication
of the order of penalty.”
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STATEMENT OF OBJECTS AND REASONS

The Karnataka Goods and Services Tax Act, 2017 (Karnataka Act 27 of 2017)
was enacted to make a provision for levy and collection of tax on intra-State supply
of goods or services or both by the Government of Karnataka.

The new tax regime had faced certain difficulties. In order to overcome the
difficulties, it is proposed to amend the Karnataka Goods and Services Tax Act,
2017 Karnataka Act No. 27 of (2017).

The proposed Karnataka Goods and Services Tax (Amendment) Bill, 2024,
inter alia, provides for the following, namely:-

(1) Clause (61) of section (2) and section 20 of the Karnataka Goods and
Services Tax Act, 2017 is being amended so as to create a clear distinction
between the input service distribution transactions requiring the transfer of
input tax credit related to the invoices for receipt of services received on
behalf of distinct persons and actual supply of services from one distinct
person to another and make it compulsory to distribute the credit.

(2) section 122A is being inserted to enable the levy of penalty for non-
registration of machines used in the manufacture of tobacco products and
pan masala.

Hence, the Bill.
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FINANCIAL MEMORANDUM

There is no extra expenditure involved in the proposed Legislative measure.
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MEMORANDUM REGARDING DELEGATED LEGISLATION

Clause 3

(i)

(i)

Clause 3 proposes to substitute section 20,-

Sub-section (2), empowers the State Government to prescribe
by rules such manner, with in such time and subject to such
restrictions and conditions to distribute the credit of State tax
or integrated tax by the distributor.

Sub-section (3), empowers the State Government to prescribe
by rules such manner, to issue of a document containing the
amount of input tax credit.

The proposed delegation of Legislative power is normal in character.

SIDDARAMAIAH
Chief Minister

M.K. VISHALAKSHI
Secretary
Karnataka Legislative Assembly
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ANNEXURE

EXTRACT FROM THE KARNATAKA GOODS AND SERVICES TAX ACT, 2017
(KARNATAKA ACT NO.27 OF 2017)

XXX XXX XXX
2. Definitions.- XXX XXX XXX

(61) Input Service Distributor means an office of the supplier of goods or
services or both which receives tax invoices issued under section 31 towards the
receipt of input services and issues a prescribed document for the purposes of
distributing the credit of central tax, State tax, integrated tax or Union territory tax
paid on the said services to a supplier of taxable goods or services or both having
the same Permanent Account Number as that of the said office;

XXX XXX XXX

20. Manner of distribution of credit by Input Service Distributor.- (1) The
Input Service Distributor shall distribute the credit of State tax as State tax or
integrated tax and integrated tax as integrated tax or State tax, by way of issue of
document containing the amount of input tax credit being distributed in such
manner as may be prescribed.

(2) The Input Service Distributor may distribute the credit subject to the
following conditions, namely:-

(a) the credit can be distributed to the recipients of credit against a document
containing such details as may be prescribed;

(b) the amount of the credit distributed shall not exceed the amount of credit
available for distribution,;

(c) the credit of tax paid on input services attributable to a recipient of credit
shall be distributed only to that recipient;

(d) the credit of tax paid on input services attributable to more than one
recipient of credit shall be distributed amongst such recipients to whom the input
service is attributable and such distribution shall be pro rata on the basis of the
turnover in a State or turnover in a Union territory of such recipient, during the
relevant period, to the aggregate of the turnover of all such recipients to whom such
input service is attributable and which are operational in the current year, during
the said relevant period;

(e) the credit of tax paid on input services attributable to all recipients of
credit shall be distributed amongst such recipients and such distribution shall be
pro rata on the basis of the turnover in a State or turnover in a



7

Union territory of such recipient, during the relevant period, to the aggregate of the
turnover of all recipients and which are operational in the current year, during the
said relevant period.

Explanation: For the purposes of this section (a) the relevant period shall be

(i) if the recipients of credit have turnover in their States or Union
territories in the financial year preceding the year during which credit
is to be distributed, the said financial year; or

(ii) if some or all recipients of the credit do not have any turnover in their
States or Union territories in the financial year preceding the year
during which the credit is to be distributed, the last quarter for which
details of such turnover of all the recipients are available, previous to
the month during which credit is to be distributed,;

(b) the expression recipient of credit means the supplier of goods or services
or both having the same Permanent Account Number as that of the Input Service
Distributor;

(c) the term turnover, in relation to any registered person engaged in the
supply of taxable goods as well as goods not taxable under this Act, means the
value of turnover, reduced by the amount of any duty or tax levied 1 under entries
84 and 92A of List I of the Seventh Schedule to the Constitution and entry 51 and
54 of List II of the said Schedule.

Govt. Press, Vikasa Soudha, Bengaluru, 16t July, 2024, P7, W.D. , Copies 500



