LEVY AND CALCULATION OF VAT UNDER AP VAT ACT, 2005 HOTELS, STAR HOTELS, RESTAURANTS AND ANY OTHER EATING PLACES. 
Registration: 

According to Section 17(5) (h) of the AP VAT Act, 2005 any person engaged in the business of Hotels, Restaurants, sweet stalls, clubs and any other eating houses are required to be Registered as VAT dealer though the Taxable turnover during the year does not exceeding the limits prescribed under this Act.   
A dealer registered under the VAT Act shall pay the tax on every sale of goods under the rates specified in the schedule I, II, III, IV, V, VI subject to exemption provided under this act.
HOTELS & RESTAURANTS:

Hotels and Restaurants engaged in sale of food items and articles for human consumption, drinks are taxable under Sec 4 (9) of the AP VAT Act, 2005. The relevant provisions of said section are reproduced here under. 

(9)   Notwithstanding anything contained in this Act,-

(a) every dealer, being a star hotel, having a status of three star and above, as recognized by competent authority prescribed by the Government of India, shall pay tax at the rate of twelve and half percent (12.5%) of the taxable turnover of the sale or supply of goods, being food or any other article for human consumption or drink, served in restaurants attached to such hotels or anywhere whether indoor or outdoor;
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(b) every dealer, being a Hotel other than those mentioned in clause(a), shall pay tax at the rate of four percent (4%) of the taxable turnover of the sale or supply of goods, being food or any other article for human consumption or drink, served in restaurants attached to such hotels or anywhere whether indoor or outdoor;

 (c) every dealer, other than those mentioned in clause (a) and clause(b)  and whose annual total turnover is  rupees one Crore and fifty lakhs (1.5 Crore) and above shall pay tax at the rate of twelve and half percent (12.5%)of the taxable turnover of the sale or supply of goods, being food or any other article for human consumption or drink, served in restaurants, sweet-stalls, clubs, any other eating houses or anywhere whether indoor or outdoor or by caterers;

(d) every dealer, other than those mentioned in clause (a) and clause (b) and whose annual total turnover is more than rupees five lakhs and less than rupees one Crore and fifty lakhs (1.5 Crore) shall pay tax at the rate of four percent (4%) of the taxable turnover of the sale or supply of goods, being food or any other article for human consumption or drink served in restaurants, sweet-stalls, clubs, any other eating houses or anywhere whether indoor or outdoor or by caterer.

      Explanation: For the purposes of the computing the total turnover under this sub-section, the sales turnover of all business units in common premises sharing the common kitchen or common employees shall be added to the sales turnover of the business unit having hi9gher turnover.

As per the above provisions of the Act, the dealers registered under this Act are divided into three categories. 

i) Three Star Hotels and above 
ii) Being Hotel other than Three Star Hotels

iii) Restaurants, messes, tea and coffee shops, sweet shops, bakeries, ice cream parlours, clubs and other eating places. 
Levy and Calculation of Tax: 
i) According Section 4(9)(a), Three Star Hotels and above, responsible for collection of VAT from the customers  at the rate of  14.5%  on the value charged in the bills excluding the value of liquor and services.  

ii) According Section 4(9)(b), Hotels rated below the Three Star, responsible for collection of VAT from customers at the rate of  5%  on the value charged in the bills excluding the value of liquor and services.  
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iii) According Section 4(9)(c), Other than Hotels and Star Hotels i.e., category iii ( Restaurents……….. eating places ), responsible for collection of VAT from the customers at the rate of  14.5%  on the value charged in the bills excluding the value of liquor and services whose turnover during the year exceeding Rs. 1.50 crores.   

iv) According Section 4(9)(d), Other than Hotels and Star Hotels i.e., category iii ( Restaurants……….. eating places ), responsible for collection of VAT from the customers at the rate of  5%  on the value charged in the bills excluding the value of liquor and services whose turnover during the year is less than Rs. 1.50 crores.   

Input Tax Credit:
Rule 20 of AP Vat Rules provides the following items under negatives list, tax paid on the following items are not eligible for Input tax credit. 

2)
The following shall be the items not eligible for input tax credit as specified in sub-section (4) of Section 13,-




a)
all automobiles including commercial vehicles /  two wheelers / three wheelers required to be registered under the Motor Vehicles Act 1988 and including tyres and tubes, spare parts and accessories for the repair and maintenance thereof; unless the dealer is in the business of dealing in these goods.



b)
fuels used for automobiles or used for captive power generation or used in power plants;



c)
air conditioning units other than used in plant and laboratory, restaurants or eating establishments, unless the dealer is in the business of dealing in these goods.



d)
any goods purchased and used for personal consumption.



e)
any goods purchased and provided free of charge as gifts otherwise than by way of business practice.
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f)
any goods purchased and accounted for in the business but utilized for the purpose of providing facilities to employees  including any residential accommodation.




g)
crude oil used for conversion or refining into petroleum products;

       h)      Natural gas, naptha and coal unless the dealer is in the business of 

                           dealing in these goods.”
                          



i)
any input used in construction or maintenance of any buildings   including factory or office buildings, unless the dealer is in the business of executing works contracts and has not opted for composition.



j)
earth moving equipment such as bulldozers, JCB’s, and poclain  etc., and parts and accessories thereof unless the dealer is in the business of dealing in these goods; 




k)
generators and parts and accessories thereof used for captive generation unless the dealer is in the business of dealing in these goods.                                             

l) rice purchased by Food Corporation of India from VAT dealers or 

          farmers or farmers clubs or associations of farmers in the State.

m) rice purchased by Andhra Pradesh State Civil Supplies Corporation 

Ltd., from the Depots of Food Corporation of India, in Andhra Pradesh    or from any other VAT dealer in the State.

                  n)     refrigerators, coolers and deep freezers purchased by Soft Drink 

                          Manufacturers not for use in their manufacturing premises.

n) any goods purchased and used as inputs in job work
                  p)      PDS Kerosene purchased by wholesale dealers for the purpose of 

                          supplying to Fair Price Shops.

(q) Furnace Oil, LSHS and other similar fuels, used in the furnaces and boilers of the factories or manufacturing or processing units.
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In addition to the above negative list  clause (h) of  sub section 5 of Section 13 of the AP VAT ACT, 2005 provides that No Input tax credit allowed on supply or sale of goods covered under clause (b) and (d) of sub-section (9) of section 4 of the Act. 
         Three Star Hotels and above rated Star Hotels collecting VAT      

from the customers at the rate of 14.5% are allowed to adjust the Input tax paid on taxable purchases.      
Other than Star Hotels and Hotels (i.e., Restaurants ….. eating places) collecting VAT at the rate of 14.5% are allowed to adjust the Input tax paid on taxable purchases.      

Being Hotels other than Star Hotels collecting VAT @ 5% from 

the customers are not allowed to set off of Input tax paid on purchases.  







Restaurants, messes, tea and coffee shops, sweet shops, bakeries, ice cream parlours, clubs and other eating places collection VAT @ 5% from the customers are not allowed to set off of Input tax paid on purchases. 

Computation of Taxable Turnover:
As per Explanation to Section 4 of the AP VAT Act, 2005 total turnover means the sales turnover of all business units in common premises sharing the common kitchen or common employees. 
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Sale of Liquors:

Liquor sales covered under Schedule-VI are taxed at Special rate of tax. Section 4(5) of the AP Vat Act, 2005 reads as follows. 




“Every dealer shall pay tax on the sale price of goods specified 



in Schedule VI at the  special rates and at the point of levy 



specified therein”

	Item No.
	Description
	Point of levy
	Rate of tax

	1
	All liquors, bottled and packed as per the provisions of the A.P Excise Act, 1968 (including Imported liquor)whether bottled and/or packed in India or outside India but excluding Toddy and arrack:
	At the point of first sale in the State
	70%


Explanation – I
:
For the purpose of item (1) when any distillery or brewery or any dealer sells liquor to the Andhra Pradesh Beverages Corporation Limited, or Canteen Stores Department, the sale by the Andhra Pradesh Beverages Corporation Limited or Canteen Stores Department shall be deemed to be the first sale.

Explanation – II
:
For the purpose of item (1) sale of liquor by any distillery or brewery or any dealer to Andhra Pradesh Beverages Corporation Limited or Canteen Stores Department shall be exempt from tax under the Act.

Explanation – III
:
For the purpose of item (1), a case means 12 numbers of 1000ml; 12 numbers of 750ml; 24 numbers of 375ml; 48 numbers of 150ml; 90 numbers of 100ml bottles of IML/Wine and 12 numbers of bottles of Beer.

· All liquors are taxable at first sale in the state i.e., at the time purchase with APBCL at Special Rate of tax covered under schedule VI of AP VAT Act, 2005.
· Dealer is not required to collect VAT from the customers on sale of liquors in Bar, Restaurants or any other eating places.  
· Input tax paid on purchase of liquors is not eligible for setoff against VAT collected from the Customers on sale of foods etc.,
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Schedule –I,
List of Goods exempt from tax u/s 7 of AP VAT Act, 2005

Out of exempted goods, goods applicable to Restaurants and Hotels are listed here under. 

8.
Jowar, Maize, Ragi, Bajra, Kodan, Kutki, Barley, Varigalu or variga rice, Korralu or Korra Rice.


11.
Curd, Lussi, Butter Milk and separated milk


14.
Firewood other than casuarina poles, eucalyptus logs and cut sizes thereof 

16.
Fresh milk and pasteurized milk other than UHT milk and skimmed milk powder

18.
Vegetables & fruits other than those cured, frozen, preserved, processed, dried, dehydrated or canned.


19.
Garlic and Ginger

24.
Meat , Flesh of poultry , fish including dry fish, prawns, lobsters, crabs, shrimps and other sea food except when they are sold in frozen state or in a sealed container; eggs, live stock and animal hair. 

32.
Coconut, Tender green coconut
 and Copra

34.
Unbranded bread

35.
Salt including processed and branded salt 

36.
Water other than-


i)
aerated, mineral, distilled, medicinal, ionic, battery, de-mineralized water, and


ii) water sold in sealed container


38
Plantain Leaves

39
Bamboo Matting

40
Puffed Rice, Parched Rice, Murmuralu and Atukulu

41
Husk of pulses, paddy, groundnut and wheat bran

42
Leaf plates and leaf cups-pressed or stitched and loose and unstitched vistarakulu

43
Unbranded broomsticks

46
Sugar









                    

52.  Jaggery

53.   Tamarind
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SCHEDULE – IV

(See sub section (3) of Section 4)

                                                  List of goods taxable @ 5% 

7.     All utensils including pressure cookers and pans excepting utensils made of precious 

        metals;

20
Pesticides, Insecticides, fungicides, herbicides, weedicides and other plant protection equipment and accessories thereof
including drip and sprinkler irrigation systems but excluding mosquito repellants in any form.
21
Coir and Coir products excluding coir mattresses

22.
Cotton waste and Cotton yarn waste

23
Crucibles

28
Flour, Atta, Maida, Suji, Besan, Ravva, Vermicelli and semiya.

29
Parched and fried grams or dhalls

35
Rice bran including de-oiled rice bran

36
Ice

37
Incense Sticks commonly known as, Agarbathi, dhupkathi or dhupati

52.    Readymade garments, bed sheets, pillow covers, towels, blankets, traveling rugs,  

         curtains, crochet laces, Zari, embroidery articles and all other made ups;

59.
Spices of all varieties and forms including cumin seed, aniseed, turmeric and dry chillies

62.
Tamarind seed , dhal, kernel, powder and husk.

66.
Vanaspathi, Hydrogenated Vegetable oil.

67.
Vegetable Oils – All kinds of vegetable oils including solvent oils and Coconut oil           

82.
All kinds of Pulses and Dhalls

83.
Wheat (Triticum vulgare T., compactum, T.sphaerococum, T.durum, T.aestivum, L.T.dicoccum);


84.
Paddy (Oryza sativa L)


85.
Rice (Oryza sativa L)


86.
P.V.C. cloth, Waterproof cloth, Tarpaulin and Rexine


87.
Oil cakes and Deoiled cakes
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