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Mere production of invoices and payment by cheque is not sufficient to 
claim the input tax credit    

27 July 2020  7 October 2022 

Revenue’s contentions 

• Duty is cast upon the purchasing dealers to prove
the transactions which, in the present case, the
purchasing dealers failed to discharge.

• The burden required to be discharged is higher
than showing financial transfers and should show
the actual movement of goods.

• Mere production of invoices or even payment to the
seller by cheque cannot be said to be sufficient and
may not be said to discharge the burden to claim
the input tax credit under section 70 of the KVAT
Act, 2003.

• The actual movement of goods is required to be
established and proved over and above the
invoices, payment by cheques and actual payment
to the seller.

• The High Court erred in observing that if the seller
of the goods from whom the dealer has purchased
does not deposit such tax, the Purchasing Dealer
cannot be held liable for that.

Dealers’ contentions 

• Once the dealer has discharged the burden cast
under section 70 of the KVAT Act, 2003, the
purchasing dealer is entitled to input tax credit and
if at all it is found that a tax is not paid by the seller,
the same can be recovered from the seller.

• Dealers have discharged the burden of proof cast
under section 70 of the KVAT Act, 2003 by
producing valid invoices and making the payment
online to the supplier.

• Neither the KVAT Act nor the Rules provide for any
other document or any other obligation which are
statutorily required for the purposes of establishing
the claim towards the input tax credit.

17 March 2023  

The Supreme Court of India1, in the context of 

Karnataka VAT (KVAT) Act, 2003 has held that the 

dealer claiming input tax credit has to prove beyond 

doubt the actual transaction by furnishing the name 

and address of the selling dealer, details of the 

vehicle which has delivered the goods, payment of 

freight charges, acknowledgement of taking delivery 

of goods, tax invoices and payment particulars, etc. 

Mere production of the invoices and/or payment by 

cheque will not be sufficient. 

Facts of the case 

• The respondent (Purchasing Dealer) purchased
green coffee beans from other dealers for sale.
The Assessing Officer disallowed input tax
credit under the KVAT Act, 2003 for the
Assessment Year 2010-11 on the grounds that
the Purchasing Dealer had claimed input tax
credit from sellers who were found to be de-
registered, non-return filers and sellers who
outrightly denied any sale.

• The Appellate Authority confirmed the findings
of the Assessing Officer. However, the Tribunal
allowed the second appeal on the ground that
the Purchasing Dealer purchased the coffee
from the registered dealer under genuine tax
invoices and consequently allowed the input tax
credit claimed. The High Court upheld the
decision of the Tribunal.

• The State of Karnataka filed an appeal before
the Supreme Court of India.

____________ 

1 The State of Karnataka v. Ecom Gill Coffee Trading Private Limited 
[2023-VIL-20-SC]
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• Once the purchasing dealer demonstrates that it 
has complied with such requirement, the input 
tax credit cannot be denied merely because the 
selling dealer fails to discharge its obligation 
under the KVAT Act. 

Supreme Court’s decision  

The Supreme Court quashed and set aside the 

decision of the High Court, which had allowed the 

input tax credit to the Purchasing Dealer. In light of 

section 70 (burden of proof) of the KVAT Act, 2003, 

the prominent inferences pronounced by the 

Supreme Court are as follows: 

• The burden of proving that the input tax credit 
claim is correct lies upon the purchasing dealer 
claiming such input tax credit. Such a burden 
cannot be shifted on the Revenue. 
 

• Mere production of the invoices or the payment 
made by cheques is not enough and cannot be 
said to be discharging the burden of proof cast 
under section 70 of the KVAT Act, 2003. 
 

• The dealer claiming input tax credit has to prove 
beyond doubt the actual transaction which can 
be proved by furnishing the name and address 
of the selling dealer, details of the vehicle which 
has delivered the goods, payment of freight 
charges, acknowledgement of taking delivery of 
goods, tax invoices and payment particulars, 
etc.  
 

• If a dealer claims input tax credit on purchases, 
such dealer/purchaser will have to prove and 
establish the actual physical movement of 
goods. 

Our comments 

The Supreme Court, in this case, observed that the 

Assessing Officer doubted the genuineness of the 

transactions by placing material on record and in 

none of the cases, the Purchasing Dealer produced 

any supporting material. Though the above decision 

is based on specific facts of this case, the tax 

authorities may follow this and insist for several 

documents in support of a transaction where the 

vendor is non-compliant. 
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