
Legislat ive History of the Sales Tax Law in Kerala 

The history of Sales tax in I ndia begins from  1938.  Dur ing the pre- independence 
days the Provinces in Br it ish I ndia were em powered under t he Governm ent  of 
I ndia Act , 1935 to levy taxes on the sale of goods and on the advert isem ents, as 
per Ent ry 48 in list  I I  of t he VI I th Schedule of the Act .  At  the sam e t im e the 
Pr incely State had sovereign legislat ive powers to prom ulgate their own laws for  
the levy of tax on the t ransact ion of sale of goods.  The first  Province in I ndia to 
levy a tax on sale of goods by exercising powers of t he Governm ent  of I ndia Act  
1935, was Cent ral Provinces and Berar ( renam ed Madhya Pradesh after  
I ndependence) , which in 1938 levied a tax on the retail sale of m otor spir it  and 
lubr icants.  This levy however was only a select ive Sales tax.  The Province of 
Madras was the poineer province in I ndia in the m at ter of int roducing a schem e of 
General Sales tax . Madras int roduced a General Sales tax in 1939 on m ult ipoint  
system . I n 1941 Bengal followed a single point  system .  I n the sam e year Punjab 
com m enced General Sales tax on m ult i point  system .  Short ly after this, alm ost  
all t he Provinces and som e of the Pr incely States int roduced Sales tax in one form  
or other.  

2 .      Though the State of Kerala it self was form ed only on 1-11-1956 by the 
integrat ion of t he Malabar Dist r ict  and the Kasaragod Taluk of t he South Kanara 
Dist r ict  of the Madras State with the Travancore Cochin State (except ing the 
areas t ransferred to t he Madras State) , which itself was the result  of an earlier  
integrat ion of t he two princely state of Travancore and Cochin on 1-7-1949 Sales 
tax was int roduced in t he com ponent  parts of t he State on m uch ear lier dates.  I n 
the erstwhile Cochin State, Sales tax was int roduced on the f irst  day of Chingam  
1122 corresponding to the 17th day of August  1946 by the Cochin Sales Tax Act  
(Act  XV of 1121) . I n the erstwhile Travancore State the int roduct ion of Sales tax 
was on 1-10-1124 M E by the Travancore General Sales Tax Act  1124 (Act  XVI I I  
of 1124) .  So far  as the erstwhile Malabar Dist r ict  and the Kasaragod Taluk are 
concerned, t he Madras General Sales tax Act , 1939 (Act  I X of 1939)  t he Madras 
Sales of Motor Spir it  Taxat ion Act , 1939 (Act  VI  of 1939) and the Madras Tobacco 
(Taxat ion of Sales and Regist rat ion)  Act , 1953 (Act  I V of 1953 were in force at  
the t im e of t he integrat ion on 1-11-1956.  Soon after t he integrat ion of 
Travancore and Cochin states, a unified Act  for the newly form ed United States of 
Travancore and Cochin as the new state was then called was prom ulgated in 
1950 under t he t it le "The United State of Travancore and Cochin General Sales 
Tax Act  1125 (Act  XI  of 1125)" .  This Act  received the assent  of His Highness the 
Raj  Pram ukh on 5th January 1950 corresponding to 21st Dhanu 1125 and as per 
Governm ent  Not if icat ion  No S R  1-353 A / 49/ RD dated 29-5-1950 t he Act  cam e 
into force on 30th May 1950.  The schem e of taxat ion was, in general, a m ult i 
point  one at  the rate of there paisa for every I ndian rupee on the total turnover 
with addit ional tax at  rates ranging from  3 pies to 9 pies per rupee at  specified 
single point s in respect  of certain specified classes of goods and exem pt ion in 
respect  of som e others.  At  the sam e t im e in respect  of a few it em s of goods, the 
schem e of taxat ion was single point  one.  The assessable lim it  was fixed as net  
turnover of Rs. 10,000.  The Travancore General Sales tax Act  1124 (Act  XVI I I  of 
1124)  and the Cochin Sales tax Act  1121 (Act  XV of 1121)  were repealed by Act  
XI  of 1125.  By the end of Novem ber 1950, the t it le of the Act  was altered as The 
Travancore Cochin General Sales tax Act , 1125, by the Travancore Cochin 
Adaptat ion of Laws Act  (Act  XXI X of 1950)  which was published in t he Travancore 
Cochin Gazet te of 28-11-1950 with im m ediate effect .  After t he form at ion of the 
Kerala State on 1-11-1956, the nam e of the Travancore Cochin General Sales tax 
Act , 1125 (Act  XI  of 1125)  was changed as the General Sales tax Act  1125 (Act  
XI  of 1125)  and it  was extended to the Malabar area with effect  from  1-10-1957 
by the Travancore Cochin General Sales tax (Am endm ent )  Act  1957 (Act  12 of 



1957) .  Till t hen, t he pre integrat ion Acts m ent ioned above cont inued to be in 
force in t he respect ive areas.  I n respect  of the financial year 1957, special 
provisions were m ade in the Am endm ent  Act  for taking into account  t he turnover 
under t he Madras General Sales tax Act  1939 also while com plet ing the 
assessm ent  for t hat  financial year.  I n 1963, t he General Sales tax Act  1125 was 
repealed and re-enacted by the Kerala General Sales tax Act ,  1963 (Act  XV of 
1963) , which now cont inues to be in force.   The changes brought  about  from  t im e 
to t im e in t he Sales tax  law from  the int roduct ion of Act  XI  of 1125 are discussed 
below.  

3 .       The first  am endm ent  to the Travancore Cochin General Sales tax Act  1125 
was by the Act  28 of 1950, which int roduced an addit ional tax at  4 annas per 
rupee on the first  sale of tobacco.  As a result  of the Federal Financial I ntegrat ion 
the ent ire Custom s,Revenue of t he State was vested in t he Cent ral Governm ent  
and hence the State has to face a serious set  back in the Collect ion of Revenue.   
This am endm ent  was int roduced to com pensate for t he loss in custom s duty on 
tobacco consequent  on the Federal Financial I ntegrat ion.  

4 .       The next  am endm ent  of t he Travancore Cochin General Sales tax Act , 1125 
was by Act  12 of 1951, consequent  on the passing of the Const itut ion on 26th 
January 1950. This is an im portant  landm ark in the history of Sales tax Laws in 
Kerala.  Before passing the Const it ut ion by the parliam ent , each state or prov ince 
exercising either it s sovereign legislat ive powers or the powers under the 
Governm ent  of I ndia Act  1935, picked up one or m ore of t he ingredients of sale 
and act ing on the pr inciple of terr itor ial nexus enacted Sales tax Laws for their 
own States or Provinces.  Assam  and Bengal m ade am ong other t hings the actual 
existence of t he goods in the Province at  the t im e of t he cont ract  of sale as the 
test  of taxabilit y.   I n Bihar, t he product ion or m anufacture of t he goods in t he 
province was m ade an addit ional ground.  A tax net  of the widest  range was laid 
in Cent ral Province and Berar where it  was sufficient  if t he goods were actually  
found in the Province at  any t im e after t he cont ract  of sale or purchase was 
m ade.  As regards Madras the existence of the goods and product ion after the 
cont ract  in respect  of future goods within t he Province was adopted as the test  of 
taxabilit y.   Travancore Cochin states followed the lines of Madras.  This led to 
m ult iple taxat ion in inter State t rade or com m erce result ing in cum ulat ion of 
burden falling ult im ately on the consum ing public.  This sit uat ion posed to the 
Const itut ion m akers, t he problem  of rest r ict ing the taxing power of the States on 
sales or purchase involv ing inter State elem ents and alleviat ing the tax burden of 
the consum er.   At  the sam e t im e they were evident ly anxious to m aintain the 
State power of im posing non discr im inat ory taxes on goods im ported from  other 
States, while upholding the econom ic unit y of I ndia by prov iding for t he freedom  
of inter state t rade or com m erce.  I n their at t em pt  to harm onise and achieve 
these goals they enacted the Art icles 286, 301 and 304.  These art icles read as 
follows.  

“286 (1)  No law of a State shall im pose, or author ise the im posit ion of a tax on 
the sale or purchase of goods where such sale or purchase takes place-  

(a)     Outside the State or  

(b)     I n the course of the im port  of the goods, into or export  of the goods out  of 
the terr itory of I ndia 

Explanat ion-   For the purpose of sub clause (a)  a sale or purchase shall be 
deem ed to have taken place in the state in which the goods have Actually been  
delivered as a direct  result  of such sale or purchase for the purpose of 



consum pt ion in t hat  state notwithstanding the act  that  under t he general law 
relat ing to sale of goods the property in the goods has by reason of such sale or 
purchase passed in another state.  

(2)  Except  in so far  as Parliam ent  m ay by law otherwise provide no law of a State 
shall im pose or author ise the im posit ion of a tax on the sale or purchase of any 

goods where such sale or purchase takes place in t he course of inter  State t rade 
or com m erce.  

Provided that  the President  m ay by order direct  that  any tax on the sale or  
purchase of goods which was being lawfully lev ied by the Governm ent  of any 
State im m ediately before the com m encem ent  of this Const it ut ion shall 
notwithstanding the im posit ion of such tax is cont rary to the provisions of this 
clause cont inue to be levied unt il t he thirty- first  day of March 1951.  

(3)          No law m ade by the Legislature of a State im posing or author ising the 
im posit ion of a tax on the sale or purchase of any such goods as have been 
declared by par liam ent  by law to be essent ial for the life of the com m unit y shall 
have effect  unless it  has been reserved for t he considerat ion of t he president  and 
has received his assent .  

301.     Subject  to the provisions of this Part , com m erce and intercourse 
throughout  the terr itory or I ndia shall be free.  

304.         Notwithstanding anything in Art icle 301 or Art icle 303 the Legislature 
of a State m ay by law –  

(a)         I m pose on goods im ported from  other States any tax to which sim ilar  
goods m anufactured or produced in that  State are subject , so, however, as not  to 
discrim inate between goods so im ported and goods so m anufactured or 
produced;  and 

(b)        I m pose such reasonable rest r ict ions on the freedom  of t rade, com m erce 
or intercourse with or within t hat  State as m ay be required in t he public interest .  

Provided that  no bill or am endm ent  for t he purposes of clause (b)  shall be 
int roduced or m oved in the Legislature of a State without  t he previous sanct ion of 
the President .  

5 .       The Const itut ion cam e into force on 26th January 1950.  But  by the Sales 
tax Cont inuance Order 1950”  the levy of tax ion inter State sales were allowed to 
cont inue t ill 31st March 1951.  The Sales tax Cont inuance Order 1950 read as 
under;  

“ I n exercise of the powers conferred by the proviso to clause (2)  of Art icles 286 
of t he Const it ut ion of I ndia, t he President  is pleased to m ake the following order; -  

1. ( i)  This order m ay be called the Sales Tax cont inuance Order 1950   

      ( ii)  I t  shall com e into force at  once 
2 Any tax on the sale or  purchase of goods which was being lawfully lev ied by the 
Governm ent  of any State im m ediately before the com m encem ent  of the 
Const itut ion of I ndia, shall unt il t he thirty f irst , day of March 1951, cont inue to be 
levied not  withstanding that  the im posit ion of such tax is cont rary to the provision 
of clause (2)  of Art icle 286 of t he said Const it ut ion.  



6 .   With the passing of the Const itut ion, som e of the States in I ndia am ended the 
definit ion of ‘sale’ in t heir Acts, to bring it  in t he line with the provision of Art icle 
286.  I n Travancore Cochin as in Madras State, a new sect ion viz;  sect ion 26, 
which in effect  was only a reproduct ion of Art icle 286 was inserted by the 
Travancore Cochin General Sales tax (Am endm ent )  Ordinance, 1951 which was 
then replaced by the Act  12 of 1951.  The statem ent  of objects and reasons for 
this sect ion published in the Travancore Cochin Gazet te No 33-dated 14-8-1951 is 
reproduced below.  

“Art icle 286 of the Const itut ion of I ndia lays down certain rest r ict ions on the 
im posit ion of tax on the sale or purchase of goods.  Accordingly no tax is leviable 
on the sale or  purchase of goods if t he sale or  purchase takes place outside the 
State or in the course of im port  into or export  out  of the terr it ory of I ndia.  But  
under the provisions of the Travancore Cochin General Sales Tax Act , 1125 as 
they stand tax is leviable on the sale or purchase of goods wherever t he cont ract  
of sale or  purchase m ight  have been m ade if t he goods are actually in the State 
at  the t im e when the cont ract  was concluded.  I t  was therefore necessary to 
am end the Act  in order it  m ake its provisions conform  to the prov isions of Art icle 
286 of the Const itut ion.  Accordingly, a new sect ion v iz;  Sect ion 26, which m erely 
states the rest r ict ions laid down in Art icle 286 was int roduced in t he Act  by the 
Travancore Cochin General Sales tax (Am endm ent )  Ordinance, 1951.  This bill is 
intended to replace the above Ordinance by an Act  of the legislature.”  

7 .The m ain change in 1952 was the enhancem ent  of the Addit ional tax on pet rol 
from  9 pies to I  anna 9 pies per rupee by Act  13 of 1952.  This change increased 
the Sales tax revenue to a great  extent .  

8 .  The next  im portant  change in the adm inist rat ion of Sales tax Law was the 
com m encem ent  of levy of tax on certain categories of inter  State sales com m only 
known as Explanat ion Sales on the basis of the judicial pronouncem ent  by the 
Suprem e Court  of I ndia in the case of The State of Bom bay and Another Vs.  The 
United Motors ( I ndia)  Ltd;  and Others”  (1953 I V S T C 133) .  I n that  case the 
Suprem e Court  held that  the Explanat ion to Art icle 286 (1)  of t he Const itut ion 
provided by m eans of a legal f ict ion that  t he State in which the goods sold or  
purchased are actually delivered for consum pt ion there in is the State in which 
the sale or purchase is to be considered to have taken place, notwithstanding the 
fact  that  the propert y in such goods passed in other State and that  State had the 
power to t ax the sale or  purchase.  Relying on this interpretat ion of Art icle 286 by 
the Suprem e Court ,a num ber of State Governm ents com m enced serving not ices 
on dealers in other States dem anding Sales tax requir ing appearance with 
account  books etc, in respect  of such inter-State t ransact ions.  The Governm ent 
of I ndia received a large num ber of representat ions com plaining against  the 
hardship caused by these not ices.  After consultat ion with t he State Governm ents 
the Governm ent  of I ndia convened the officials com m it tee, which was appointed 
by the "Conference of Finance Ministers"  to consider how the sit uat ion should be 
m et .  The com m it tee evolved an inter im  schem e for  dealing with t he levy  of tax 
etc., on inter State sales by the State Governm ents.  A press note em bodying the 
schem e was issued by the Cent ral Governm ent  on 11-2-1954.  I n pursuance of 
the said schem e the Governm ent  of Travancore Cochin decided to levy tax on 
inter state sales from  1-4-1953, t he date im m ediately following that  on which the 
Suprem e Court  delivered its judgm ent , and to forgo the levy pr ior t o t hat  date.  A 
Press Note explaining the posit ion was issued by the State Governm ent  on 5-2-
1954.  As per the press note, tax was payable by non resident  dealers selling 
goods for delivery and consum pt ion in Travancore Cochin State from  1-4-1953.  



9 .          I n 1955 by Act  18 0f 1955 in t he light  of exper ience gained t ill then a 
num ber of m ajor m odificat ions were m ade in the prov isions of t he Act  which 
cam e in t o effect  on 1-10-1955.  The m ost  im portant  of t hem  were: -  

(1)       Making provisions for t he appointm ent  of an independent  Judicial Tr ibunal 
to hear appeals against  orders of the Appellate Asst .  Com m issioners and suo 
m otu orders of t he Deputy Com m issioner for revision before the High Court  
against  orders of the Appellate Tribunal and from  appeal before the high court  
against  suo m otu orders of t he Board of Revenue.  

(2)       Em powering the officers of the Sales Tax Departm ent  to seize account  
books and docum ents in certain circum stances;  

(3)       Enlarging the list  of it em s under the single point  system  of taxat ion;  

(4)       Exem pt ing handloom  cloth from  levy of tax as a m easure of 
encouragem ent  of t he handloom  indust ry;  and 

(5)       I nt roduct ion of an addit ional tax on fine and superfine m ill m ade text ile to 
com pensate for t he loss due to exem pt ion of handloom  cloth from  tax.  

1 0 .     Anot her change brought  about  in 1955 was that  pet rol and ‘m otor spir it  
other than pet rol’ were brought  under the single point  schem e of t axat ion by Act  
25 of 1955 at  the rates of two annas and three pies and nine pies respect ively.  

1 1 .     Dur ing the year 1955, t he State had to face a serious situat ion regarding 
levy of tax on inter State sales consequent  on the historical decision of t he 
Suprem e Court  in Bengal I m m unity Com pany Vs.  State of Bihar on 6th 
Septem ber 1955.  Over ruling it s own ear lier decision in State of Bom bay  and 
Another Vs.  The United Motors I ndia ( I ndia Ltd.,)  and Others’, the Suprem e 
Court  in t he case of Bengal I m m unity Com pany gave its author itat ive 
interpretat ion on Art icle 286 of t he Const itut ion and laid down that  t he States had 
no power to tax on I nter State sales.  This decision created ser ious confusion and 
uncertainty regarding the levy of tax dur ing the period 1–4-1951 to 6-9-1955.  
Several States including the Travancore Cochin states had already collected tax 
from  non- resident  dealers and steps for collect ion were in progress in respect  of 
several others.  I n this situat ion the Governm ent  of I ndia had to step in to set  at  
rest  the confusions and uncertaint ies.  This led to t he prom ulgat ion of the Sales 
tax Laws Validat ion Ordinance, 1956 by the President  on 30th January 1956 
validat ing the levy of tax on interstate sales or purchases between 1-4-1951 and 
6-9-1955.  This was later followed by the Sales Tax Laws Validat ion Act , 1956 
passed by the Par liam ent  and published with the Presidents assent  on 21st of 
March 1956.  

1 2 .     As regards am endm ent  of the Act  in 1956, the only change was that  
Sect ion 3 was am ended m aking provisions for  provisional assessm ents with 
ret rospect ive effect  from  30-5-1950 by Act  8 of 1956.  

1 3 .     On 1-11-1956, t he Kerala State was form ed and by the Kerala Adaptat ion 
of Laws Order, 1956, the Travancore Cochin and the Madras Acts were m ade 
applicable to the respect ive parts of t he State unt il unificat ion of t he laws.  

1 4 .     The year 1957 m arks an im portant  epoch in t he history of sales tax in 
I ndia in general.   As discussed above, following the decision of t he Suprem e 
Court  in t he State of Bom bay ands Another Vs.  The United Motors ( I ndia)  Ltd. 



and Others, t he states began levying tax on inter State sales and we had the 
m isfortune of having conflict ing decisions of the High Courts regarding the scope 
of Art icle 286.  I n 1953, the Governm ent  of I ndia convened a Conference of 
Finance Ministers to solve the diff icult ies caused by those decisions and to 
consider t he quest ion of br inging about  a m easure of uniform ity in t he sales tax 
Laws of the var ious States.  On 1st Apr il 1953, the Governm ent  of I ndia also 
const ituted the  Taxat ion Enquiry Com m ission headed by lat e  Dr. John 
Mathai.   The report  of the Com m ission was published in 1955.  One of t he 
recom m endat ions of t he Com m ission was to am end the Const it ut ion em powering 
the Cent ral Governm ent  to levy tax on inter State sales and purchases of goods 
other t han newspapers.  Accordingly, t he Const it ut ion was am ended by the 
Const itut ion (Sixth Am endm ent )  Act , 1956 delet ing explanat ion to clause (1)  (a)  
of Art icle 286 and subst itut ing the exist ing clause (2)  and (3)  by new clauses 
which enabled the Parliam ent  to m ake laws to form ulate pr inciples for 
determ ining when a sale of purchase of goods takes place outside a State and in 
the course of im port  of the goods into or export  of the goods out  of t he terr itory 
of I ndia.  A new ent ry v iz. 92-A was also int roduced in t he union List  em powering 
the Cent ral Governm ent  to levy taxes on the sale or purchase of goods other t han 
news papers, where such sale or purchase takes places in t he course of inter  
state t rade or com m erce.  I n pursuance of t hese changes in t he Const itut ion, t he 
Governm ent  of I ndia int roduced a Bill in t he Parliam ent  on 21st Novem ber 1956 
which was passed as the Cent ral Sales tax Act  1956 (Act  74 of 1956) .  This Act , 
except  sect ion 15 cam e into force on 5th January 1957.  The Cent ral sales tax Act  
enabled the State Governm ents to im pose, on behalf of the Cent ral Governm ent  a 
tax on the sale or  purchase of goods in t he course of inter state t rade or 
com m erce.  The levy of tax under t he Cent ral Sales tax Act  1956 com m enced 
from  1st  July 1957.  

1 5 .     On 1-4-1957 the rates of tax were changed to the decim al system  of 
coinage by Act  4 of 1957.  

16.     On 1-9-1957 the Kerala Surcharge on Taxes Act ,  1957 (Act  11 of 1957)  
cam e into force.  Under this Act , a Surcharge on Sales tax cam e to be int roduced 
at  the rate of 2 1/ 2 percent  in case the turnover exceed thirty thousand rupees.  

1 7 .     The year 1957 is also of great  im portance in t he history of Sales tax Laws 
in Kerala since the nam e of t he Travancore Cochin General Sales tax Act  was 
changed as General Sales tax Act , 1125 and it  was extended to the Malabar area 
including Kasaragod as stated in para 2 above with effect  from  1-10-1957 by Act  
12 of 1957.  The Madras Acts already in force in those areas were also repealed 
by Act  XI I  of 1957.  The Am endm ent  Act  also brought  under t he single point  
schem e of taxat ion a large num ber of com m odit ies by  the insert ion for t he f irst  
t im e, a schedule of 40 item s of goods in the Act .  This was a substant ial change 
in t he schem e of taxat ion, which originally was alm ost  a m ult i point  one.  Sect ion 
26 was also am ended by Act  12 of 1957 by delet ing the words “except  in so far 
as Parliam ent  m ay by law other wise provide” from  sub sect ion (1)   (b)  and 
delet ing subsect ion (2)  

1 8 .     From  14-12-1957 the Cent ral Governm ent  began levying an Addit ional 
Excise Duty on m ill m ade text iles (other t han pure silk)  sugar and tobacco and 
the State gave up the tax on the sale or purchase of t hose com m odit ies.  This 
was done by prom ulgat ion of Ordinance VI I I  of 1957 which was later replaced by 
Act  7 of 1958  

1 9 .     The exem pt ion of m ill m ade text iles, sugar and tobacco from  Sales tax 
effected by Act  7 of 1958 did not  however apply t o t he stock held by a dealer 



im m ediately before 14-12-1957.  Doubts arose as to t he m anner of assessm ent  
of such stocks.  The intent ion was that  they should be liable to tax at  the sam e 
rates and at  t he sam e points, as they were liable im m ediately before 14-12-
1957.  This posit ion was m ade clear by the Ordinance I  of 1958, which was 
replaced by Act  21 of 1958.  

2 0 .     Act  21 of 1958 also m ade considerable changes in t he levy of t ax on 
luxury goods.  The rates of Sales tax on luxury goods var ied from  state to state, 
which led to diversion of t rade and evasion of t ax. With a v iew to overcom e these 
diff icult ies, the Nat ional Developm ent  Council agreed to a system  of uniform  levy 
of sales tax on luxury goods.  The Conference of the Finance Ministers which 
considered the subj ect  further unanim ously agreed that  a uniform  rate of tax at  7  
per cent  on single point  system  be levied on certain item s of luxury goods in all 
States perm it t ing however, those States which were already levying a higher rate 
to cont inue the sam e.  Schedule 1 of the Act  was therefore am ended suitably. I t  
was enlarged to 45 it em s by br inging in five m ore it em s under single point  tax.  

2 1 .     Another im portant  step forward in t he developm ent  of sales tax law in 
1958 was the enactm ent  of Sect ion 16 A by Act  21 of 1958 prov iding for the 
establishm ent  of Check Posts with a v iew to prevent  evasion of tax by regulat ing 
m ovem ent  of goods within and across the state borders.  Check Posts were 
established under this new provision with effect  from  1-12-1958.  The 
int roduct ion of Check Posts proved to be the m ost  effect ive m ethod of prevent ion 
of evasion of tax.  

2 2 .     I n t he year 1958, by Act  22 of 1958, the rate of tax on m otor spir it  other 
than pet rol was raised to 20 nps from  8 np and t im ber was brought  under single 
point  system  of tax at  8 np at  the last  purchase point .  (The rate of tax on t im ber 
and 3 np for soft  wood with ret rospect ive effect  from  1-4-1058) .  Both these 
changes were effected from  1-4-1958.  By the sam e Am endm ent  Act ,  the item s 
“Cocoanut ” and “ Copra” and “Cashew and its Kernel” in Schedule 1 of the 
Pr incipal Act  were am ended as “ Cocoanut  including copra”, and “ Cashew-nut  
including its kernel”.   Unfortunately these changes subsequent ly gave r ise to 
ser ious diff icult ies as discussed in paragraph 31 below.  

2 3 .     I n t he course of six m onths, t im ber had to be again brought  under m ult i 
point  levy as the single point  levy proved unsuccessful and this was done with 
effect  from  1-10-1958 by Ordinance 8 of 1958 which was replaced by Act  40 of 
1958.  

2 4 .     I n 1959 the only change in law was that  “Toddy” was m ade taxable with 
effect  from  1-4-1959 by Act  14 of 1959  

2 5 .     The changes in Sales tax Act  in 1960 were the am endm ents of sect ion 5 
(v ii)  w ith effect  from  1-10-1957 by Ordinance 1 of 1960, which was replaced by 
Act  3 of 1960 and of Schedule 1 by Act  11 of 1960.  The am endm ent  of Sect ion 5 
(v ii)  was necessitated by the judgm ent  of the Kerala High Court  in O P No 12 of 
1959, that  the not if icat ion specify ing the “ last  purchase in the state by a dealer  
who is not  exem pt  from  taxat ion under sect ion 3” as the point  liable to t ax in 
respect  of som e of t he goods specif ied in t he Schedule was beyond the power 
conferred by sect ion 5 (v ii) .   Sect ion 5 (v ii)  was therefore suitably am ended with 
effect  from  1-10-1957 and all taxes levied, assessed and collected and all 
proceedings taken, orders passed and acts done in pursuance of t he not if icat ions 
under sect ion5 (v ii)  were validated.  Act  11 of 1960 brought  under the single 
point  schem e of taxat ion, a few m ore it em s like bicycles paint s and colours scents 



and perfum es, lubr icat ing oils and greases etc from  1-8-1960 by insert ing it em s 
46 to 49  

2 6 .     I n t he sam e year the rate of surcharge on sales tax was raised to 5%  from  
2 1/ 2 %  with effect  from  1-4-1960 

2 7 .     I n 1961, som e m ajor changes were m ade in t he provisions of the Act  by 
Act  11 of 1961 and Act  40 of 1961.  By Act  11 of 1961 food grains which were 
exem pt  from  tax under license were m ade taxable under the single point  schem e, 
the point  of levy  being the first  sale in t he state allowing however exem pt ion on 
r ice sold through fair  price Shops.  Provision for paym ent  of tax at  the 
com pounded rates in respect  of dealers with turnover of not  m ore than twenty 
five thousand rupees was m ade for t he f irst  t im e as a m easure of relief t o sm all 
dealers by Act  11 of 1961.  The rate of tax on foreign liquor was also enhanced to 
40 percent  from  25 percent  by the sam e Am endm ent  Act .   These changes were 
brought  into effect  from  1-4-1961.  Act  40 of 1961 which replaced Ordinance 7 of 
1961 was enacted to overcom e the diff icult ies caused by the judgm ent  in O P No 
987of 1960 of the Kerala High Court .  

2 8 .     I n 1962, Sect ion 26 of t he Pr incipal Act  regarding inter state sales was 
am ended by Act  9 of 1962 with ret rospect ive effect  from  1-4-1951.  Sect ion 26 of 
the Pr incipal Act  prohibited the levy of tax on inter State sales which took place 
after  31-3-1951, whereas the sales tax Laws validat ion Act ,  1956 validated the 
levy of tax by states up to 6-9-1955.  I n certain tax revision cases, the High 
Court  of Kerala held that  the levy of tax  from  1-4-1951 to 6-9-1955 was illegal as 
sect ion 26 as am ended in 1957 prohibited the levy after 31-3-1951.  By Act  9 of 
1962 the words “31st day of March 1951” were replaced by “6th day of Septem ber 
1955” with ret rospect ive effect  from  1-4-1951 with a v iew to validate the 
im posit ion and collect ion of tax from  1-4-1951 to 6-9-1955.  This Am endm ent  
was also st ruck down as ult ravires by the High Court  in Deputy com m issioner, 
Eranakulam  Vs.  The Cochin Coal Co., Ltd., -  XI V, S T C 845  

2 9 .     Another im portant  change in 1962 was the subst itut ion of Schedule 1 with 
effect  from  1-4-1962 by a new Schedule consist ing of as m any as 80 it em s by Act  
13 of 1962, on the recom m endat ions of the High Level Sales tax Com m it tee. The 
single point  schem e of t axat ion was thereby widened to a very large extent .  

3 0 .     The Madras General Sales tax Act , 1939 ,the Madras Sales of Motor Spir it  
Taxat ion Act , 1939 and the Madras Tobacco (Taxat ion of Sales and Regist rat ion)  
Act , 1953 as in force in t he erstwhile Malabar dist r ict  and Kasaragod Taluk were 
repealed by Act  12 of 1957.  The validit y of acts done etc.,  by the Officers and 
authorit ies appointed under t he General Sales tax Act  1125 in respect  of m at ters 
under t he repealed Acts was quest ioned on the ground that  such Officers were 
not  Officers appointed under the Repealed Acts.  Therefore, a new proviso was 
added to Sect ion 27(2) conferr ing upon such Officers, powers under the said 
Repealed Acts, with ret rospect ive effect  from  1-10-1957 by Act  16 of 1962.  

3 1 .     The only am endm ent  in 1963 was of sect ion 1 by Act  10 of 1963 m aking 
specific prov ision with effect  from  1-11-1957 for t he realizat ion and recovery of 
all am ounts collected purport ing to be sales tax by any person.  This was the last  
am endm ent  of Act  XI  of 1125, before it s repeal by Act  XV of 1963.  But  there was 
one subsequent  am endm ent  after t he repeal and that  was by Act  8 of 1964.  The 
High Court  of Kerala by their  decision in K A Kar im  vs. The Sales tax Appellate 
Tr ibunal and others –XI V S T C 36 and Poulose Bros vs. The State of Kerala –XI V 
S T C  40 held  that  the ent r ies “Coconut  including Copra” and Cashew nut  
including its kernel in the schedule 1 did not  perm it  levy of tax on copra and 



cashew kernel at  t he point  of purchase and assessm ents m ade im posing tax on 
copra and cashew kernel at  the purchase point  were illegal.   I n order to overcom e 
this diff iculty, Ordinance I  of 1964 was prom ulgated am ending the said it em s in 
the Schedule and validat ing all proceedings m ade and orders passed.  The 
Ordinance was replaced by Act  8 of 1964.  However in K C Antony vs. Sales tax 
Officer, Eranakulam  – 1964 XV S T C 620 the High Court  of Kerala st ruck down 
both Ordinance I  of 1964 and Act  8 of 1964 as ult ra v ires.   

3 2 .     As discussed above there had been several am endm ents to Act  XI  of 1125 
and som e of them  especially t hose relat ing to establishm ent  of Check Posts 
checking of goods in t ransits, inspect ion of business places etc., which were 
targets of at tack by the business com m unity and the public.  There was also 
persistent  dem and for  sim plify ing the sales tax system  and the law from  the 
m em bers of t he Sales Tax Advisory Com m it tee, t rade interests and Mem bers of 
the Legislature.  At  the sam e t im e the Sales tax Departm ent  was also pressing 
the Governm ent  for ser ies of am endm ents to the sales tax Act  for plugging 
loopholes of evasion or in t he alt ernat ive for t he enactm ent  of a new sales tax 
Law im m ediately.The Governm ent  t herefore const ituted a High Level Sales Tax 
Com m it tee in Novem ber 1 9 6 0  w ith Sri. P S Nat ara ja Pilla i Ex- Finance 
Minister  as the Chairm an .   The com m it tee took evidence from  the 
representat ives of the Trade, Plantat ions and Local Bodies, Mem bers of t he 
Legislature, Officers etc and subm it ted its report  on 29th March 1961.  I n addit ion 
to subm it t ing the report , the Com m it tee was asked to draft  a sim plif ied Bill.  The 
com m it tee after m aking a com parat ive study of the sales tax Laws in the 
neighbor ing States, drafted a Bill and forwarded it  to Governm ent  on 10th March 
1961.  After  a careful study of the report  and the Bill, t he Governm ent  int roduced 
the Bill in t he Assem bly and after being passed, received the assent  of the 
Governor on 5-3-1963.  The new Act ,  “The Kerala General Sales tax Act ,  1963 
(Act  15 of 1963)” was published in the Gazet te dated 6-3-1063 and brought  into 
force with effect  from  1-4-1963.  

3 3 .     The First  Am endm ent  of the new Act  was in March 1963 by Act  21 of 
1963.  This Am endm ent  Act  raised the General rate of Sales tax from  2 per cent  
to 3 percent  by am ending clause ( ii)  of sub sect ion (1)  of Sect ion 5 and sub 
sect ion (4)  of Sect ion 5, and the rate of tax of item s 12 to 21 in Schedule I  from  
7 percent  t o 10 percent  by am ending the First  Schedule.  An addit ional it em  “50 A 
aviat ion turfine fuel”  taxable at  the point  of f irst  sale in t he state at  6 percent  was 
also int roduced by Act  21 of 1963.  As this Am endm ent  Act  was given effect  from  
1-4-1963, actually , the Act  XV of 1963 cam e into force in the am ended form .  

 

 


