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GOVERNMENT OF KERALA

Taxes (B) Department

NOTIFICATION

0O.(P) No.152/2022/TAXES. Dated, Thiruvananthapuram, 1st December, 2022,
15th Vrischikam, 1198.

S. R. O. No. 1155/2022

In exercise of the powers conferred by section 10 of the Kerala General Sales Tax Act, 1963
(15 of 1963), the Government of Kerala having considered it necessary in the public interest so to do,
hereby exempt the turnover tax payable under sub-clause (b) of clause (i) of sub-section (2) of section 5

of the said Act, by any distilleries in the State which sells liquor manufactured by it within the State
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to the Kerala State Beverages (Manufacturing & Marketing) Corporation. Tax, if any, already paid shail
not be refunded.

2 This notification shall be deemed to have come into force at once.

By order of the Governor,
Dr. RATHAN U. KELKAR,
Secretary to Government.

Explanatory Note

(This does not form part of the notification, but is intended to indicate its general purport.)

The turnover tax at the rate of five percent is applicable on sale of foreign liquor from the
distilleries in Kerala to the Beverages Corporation. The Government of Kerala having considered it
necessary in the public interest so to do have decided to make an exemption on the turnover tax payable
under sub-clause (b) of clause (i) of sub-section (2) of section 5 of the said Act, by any distilleries in
the State which sells liquor manufactured by it within the State to the Kerala State Beverages

(Manufacturing & Marketing) Corporation.
The notification is intended to achieve the above object.
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@RUI] BBl aBE: ez,
(I). Exemption of ToT levied upon distilleries which is currently @ 5%.
(2). No change in the existing price at which KSBC is procuring from
distilleries.
(3). 4% increase in KGST rate to be levied on the sales to make up for the
loss of revenue arising from scrapping of ToT on distilleries.
(4). 1% increase in the Warehouse margin for KSBC to make up for loss
for KSBC which would occur on ToT payable by them in tandem with
increased KGST.
(5). The above measures would increase the MRP for end consumers by
2%.
&
wlpdleidleges Turnover Tax  BIOEBEMIOUB TUrNIMOTHIRETRIGID QIGBRIM
Moo  OEP@IEBMOIM afledrs acyomideand el L@TDAN  TVeMUOIM  HaldD
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5(2)(1) Notwithstanding anything contained in sub-section (1) , every dealer in
Foreign Liquor, as specified hereunder, shall pay turnover tax on the turnover of




(55
foreign liquor at all points of sale in the State, afier making such deductions as
may be prescribed, namely:-

(a) by a bar attached hotel, at the rate of ten per cent; and
(b) by others at the rate of five per cent, on the turn over at all points of sale.
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SI No. (2) of the cabinet decision mandates that the purchase price of KSBC from
distilleries before and after the scrapping of ToT shall remain the same. This
ensures that the scrapping of ToT at the point of sales by Distilleries to KSBC
won't have an impact on the prices of the liquor stock held by KSBC.

Existing Method of Payment of ToT and KGST (prior to amendment)

a. ToT lability fall due on the Distilleries on their sales of foreign liquor to
KSBC and they remit the TOT along with the monthly return by 10th of the

next month.
b. The KGST will be applicable on the above foreign liquor when it is

subsequently sold by the KSBC and KSBC is liable to remit the said KGST
along with the monthly return by 10th of next month.

The impact of simultaneous scrapping of ToT at the point of sales of distilleries
with 4% increase in KGST rate if it comes into force on the same day is as under.
I. The liability to the distilleries to pay TOT on their sales to KSBC ceases
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with effect from the date of effect of the said amendment.
2. The stock that is held by the KSBC on the date of the amendment will

have to bear KGST at the enhanced rates at the time of its future sales.
3. The stock of liquor held by the KSBC on the amendment date and the

stock of subsequent purchased liquor can be regarded as equal value
because there is no change in the current price at which KSBC is
purchasing from the distilleries.

IV. The impact on revenue when the ToT at the point of sales by Distilleries is
scrapped earlier by issuance of notification and the tax rate is increased through
an amendment to the Act at a later date.

a. The collection details of Turnover Tax from the Distilleries for the period
from 2017-18 to 2021-22 is as under

TOT FROM DISTILLERIES

mount in:crores)

b. Based on the details of above TOT collection during previous years, the loss
of revenue due to the scrapping of TOT will range from 160 Cr. to 180 Cr per
annum. If KGST rate is not increased simultaneously together with the
scrapping of ToT, the expected loss to revenue on this account will be Rs.
40 lakhs to Rs. 50 lakhs per day (160Cr-180 Cr / 365 days) for a period
until the KGST rates are increased through the amendment to the KGST
Act, 1963.
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7. DEBIQKTTIT WM US ] @IOPAIOQo (8000 @REIRJIWo CREUOISDI

“ToT is due for payment by distilleries and receivable in Government
exchequer before the Sales Tax incidence and receivable in the accounts of the
Government. Even simultaneous removal of ToT and enhancement of KGST rate
would create disparity in terms of revenue equilibrium , however would be more
in the tax box. The proposal to remove ToT first and enhance KGST at any date
later but before the likely date of sales is an advisable option provided the Act is
amended within 10 days maximum.”
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