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CLASSIFICATION UNDER GST 

▪ What is classification?  

▪ Why is classification required? 

▪ Which section in the Act gives the power to classify Goods or Services ?

▪ How to classify goods and services?



For determining  and classifying the 
scope of leviability of tax through a 

particular legislation. 

Taxable Non-taxable items

WHY IS CLASSIFICATION REQUIRED ?



LEVY AND COLLECTION – SECTION 9 

(1) Subject to the provisions of sub-section (2), there shall be levied a tax called the

central goods and services tax on all intra-State supplies of goods or services or both,

except on the supply of alcoholic liquor for human consumption, on the value

determined under section 15 and at such rates, not exceeding twenty per cent, as may

be notified by the Government on the recommendations of the Council and collected

in such manner as may be prescribed and shall be paid by the taxable person.

















Schedules 

Sch - I

Import Tariff

Sch - II

Export Tariff

(contains 49 items [as of 
01.03.2011] , most of which 

are exempt) 

SCHEDULES TO THE CUSTOMS TARIFF ACT, 1975



Sections 

21 

Chapters

98

(Chapter 77 is blank, 
reserved for future 

use)

Columns 

5 

(Tariff Item, 
Description of goods, 
Unit, Standard Rate 
of duty and Rate of 
duty for Preferential 

Area) 

FIRST SCHEDULE TO THE CUSTOMS TARIFF ACT, 1975 



SECTION

Is a grouping of a 
number of Chapters 

which codify a 
particular class of 

goods.

CHAPTER  & SUB-
CHAPTERS

Contain a particular 
class of goods.

Each chapter is 
further divided into 

various HEADINGS 
& SUB-HEADINGS

Depending upon the 
different type of 

goods covered within 
the Chapter.

BROAD OUTLINE



Section I : Live Animals; Animal Products 

Section II : Vegetable Products 

Section IV – Prepared foodstuffs, beverages 

Section VI - Products of the chemical or allied industries

Section XI - Textile & textile articles

Section XII – Footwear, Headgear, Umbrella, Articles of human hair 

Section XVII - Vehicles; aircraft; vessels & associated transport equipment

SECTIONS



CHAPTERS

Section IV Prepared foodstuffs, beverages

Chapter 16:

• Preparations of meat, fish, etc. 

Chapter 17:

• Sugar and sugar confectionery 

Chapter 18:

• Cocoa and cocoa preparation 



HEADINGS 

HEADINGS

1701 - Cane or beet sugar and chemically pure sucrose, in solid form

1702 - Other sugars including chemically pure lactose, maltose, glucose
and fructose, in solid form; sugar syrups not containing added
flavouring or colouring matter; artificial honey, whether or not mixed
with natural honey; caramel

1703 –Molasses resulting from the extraction or refining of sugar





Explanatory Notes to HSN 

• For ensuring uniformity, the World Customs Organization has published various
Explanatory Notes to various heading/sub-headings.

• They do not form part of the legal provisions of the HS.

• Not exhaustive, unchangeable commentary on the overall scope of the headings
and sub-headings.

• Gives a better understanding of the tariff headings

• 5 Volumes published by the WCO



Is the HSN really this simple??

Think about 

- Parts and Accessories 

- Sets and Kits 

- New products on the market 

- Product consisting of mixed materials 

- Multi-purpose goods 

- Combination of machines 



Cases to consider

▪ Ingredient or Use

▪ Relevance of ‘Name’

▪ Scientific Understanding 

▪ Domain Understanding

▪ User Understanding 



TOOLS FOR 
CLASSIFICATION OF 

GOODS 

6 RULES OF 
INTERPRETATION

SECTION AND 
CHAPTER NOTES

HSN 
EXPLANATORY 
NOTES BY WCO



UNDERSTANDING GENERAL RULES OF 
INTERPRETATION



General Rules of Interpretation – Rule 1
Rule 1: The titles of Sections, Chapters and sub-chapters are provided for ease
of reference only; for legal purposes, classification shall be determined
according to the terms of the headings and any relative Section or Chapter
Notes.

• The titles of Sections, Chapters do not have any legal force.

• Terms of heading read with relevant section or chapter notes are legally relevant for the
purpose of classification

• The rules of Interpretation need not be resorted to when classification is possible on the basis
of description in heading, sub-heading, chapter notes and section notes.

• Notes of one Chapter cannot be applied for interpreting entries in other Chapters or Sections.



Rubber Slippers ( Hawai Chappal) 

Chapter 40 – RUBBER AND ARTICLES THEREOF? 
Chapter 64 - FOOTWEAR, GAITERS AND THE LIKE; PARTS OF SUCH ARTICLES 



Children Tricycle 

Chapter 87 - VEHICLES OTHER THAN RAILWAY OR TRAMWAY ROLLING-STOCK, 
AND PARTS AND ACCESSORIES THEREOF ?

Chapter 95 -TOYS, GAMES AND SPORTS REQUISITES; PARTS AND ACCESSORIES 
THEREOF ?



General Rules of Interpretation – Rule 2(a)

Rule 2(a): Any reference in a heading to an article shall be taken to include a
reference to that article incomplete or unfinished, provided that, as
presented, the incomplete or unfinished article has the essential character of
the complete or finished article. It shall also be taken to include a reference to
that article complete or finished (or failing to be classified as complete or
finished by virtue of this Rule), presented unassembled or disassembled.

• Applies only when Rule 1 has failed

• Extends the scope of any heading which refers to a particular article to cover not only the complete
article but also that article incomplete or unfinished, provided that, as presented, it has the
essential character of the complete or finished article



Camlin Limited was manufacturing plastic crayon falling under sub-
heading 9609.00 which is chargeable to nil rate of duty, in the
manufacture of which an in-process product known as crayplas
shapeless plastic crayon (impugned good) comes into being.
It was classifying the same under CETH 9609 00 which covers “pencils,
crayons, pencil leads, pastels, drawing charcoals, writing or drawing
chalks”, whereas the Department asserted coverage under sub-heading
3204.19 relating to pigments and preparation based thereon other than
those in unformulated and unstandardized or unprepared form, not
ready for use.” as the same are nothing but plastic crayon compound
and are covered under Chapter 32 in view of being a preparation

Camlin Ltd. v. CCE (2003) 155 ELT 138 (CEGAT) [affirmed in (2005)180 E.L.T. 307 (S.C.) ] 
GIR 2(a) also, allows classification of incomplete or unfinished goods having the essential
characteristics of complete or finished goods. In the instant case, the impugned goods only
require to be given the shape of crayons before they can be made into finished crayons and as
such, they can be considered as incomplete or unfinished goods.





General Rules of Interpretation – Rule 2(b)

Rule 2(b): Any reference in a heading to a material or substance shall be
taken to include a reference to mixtures or combinations of that material or
substance with other materials or substances. Any reference to goods of a
given material or substance shall be taken to include a reference to goods
consisting wholly or partly of such material or substance. The classification of
goods consisting of more than one material or substance shall be according
to the principles of Rule 3.

• Any reference to a material or substance would refer to mixture or combination of that material or
substance.

• Any reference to goods containing a particular material or substance would include a reference to
the goods consisting wholly or partly of such specified material or substance.



• The term Coffee will include coffee mixed with Chicory 
• Natural rubber will cover a mixture of natural and synthetic rubber
• Articles of gold will include articles which is made partly of gold 



General Rules of Interpretation – Rule 3(a)

When by application of Rule 2 (b) or for any other reason, goods are, prima facie,
classifiable under two or more headings, classification shall be effected as follows -
The heading which provides the most specific description shall be preferred to
headings providing a more general description.



• Engine parts made of Steel classifiable under 
• 8409 – “Parts suitable for use solely or principally with the engines of heading 

8407 or 8408”  OR 
• 7325 – “ Other cast articles of Iron or Steel” 
Classify under 8409 as it is more specific 

• Electric Shaving Machine classifiable under 
• 85.10 – Shavers and hair clippers with self contained electric motors OR 
• 85.09 – Electro-mechanical domestic appliances with self –contained electric 

motor 
Classify under 85.10 as it is more specific

• Plastic name plate for motor vehicle is to be classified as “accessory of motor 
vehicle” and not “other articles of plastic” 



• This rule can be applied only if Rule 3(a) application is impossible.

Mixtures, composite goods consisting of different material is or made up of different
components, and goods put up in sets for retail sale, which cannot be classified by reference
to (a), shall be classified as if they consisted of the material or component which gives them
their essential character, in so far as this criterion is applicable.

General Rules of Interpretation – Rule 3(b)



• Multimedia speakers with additional facilities such as USB, SD card and FM radio etc. -whether
classified under

• CTH 851822- Loudspeakers, whether or not mounted in their enclosures: headphones and
earphones, whether or not combined with a microphone, and sets consisting of a
microphone and one or more loudspeakers: audio-frequency electric amplifiers: electric
sound amplifier sets; or under

• CTH 8519 – “Sound recording or reproducing apparatus”
• The Tribunal held that the impugned goods are speakers with added function and the main role of

the item, in question, remains amplifying the sound received from outside source or from inbuilt
feature. The Tribunal held that the product should be classified as speakers only.



A hairdressing kit made up of electric hair clippers (heading
85.10), a comb (heading 96.15), a pair of scissors (heading
82.13), a brush (heading 96.03), put up in a leather case
(heading 42.02).

The clippers are considered to have the essential character, so
the whole kit would be classified under heading 85.10.

What would be the classification?



General Rules of Interpretation – Rule 3(c)

When goods cannot be classified by reference to (a) or (b), they shall be
classified under the heading which occurs last in numerical order among
those which equally merit consideration.

• Latter the better 
• In case of Mahindra & Mahindra v. CCE – (1999) 109 ELT 739 (CEGAT), it was held that if

tariff entries 87.03 -Motor cars and other motor vehicles principally designed for the
transport of persons (other than those of heading 8702), including station wagons and
racing cars and

• 87.04 – Motor vehicles for the transport of goods
are equally applicable, then goods will be classifiable under 87.04 , as it occurs later in the
Tariff



General Rules of Interpretation – Rule 4

Goods which cannot be classified in accordance with the above rules shall be classified
under the heading appropriate to the goods to which they are most akin

• Referred popularly as the Akin Rule 



• Applicant was a wholesale distributor of “Ada” which is used as ‘Seviyan’ (vermicelli) i.e., to make
sweet kheer or “palada payasam” or “ada pradhaman”

• Ada is one of the grocery goods, mainly used by Keralites to prepare a sweet kheer or payasam
otherwise called pradhaman. The ada is produced from rice flour or maida and no other ingredients
are added.

• Whether classifiable under HSN 1902 – Seviyan (Vermicelli) attracting 5% or Residual Entry 453
attracting 18% since “ada” is not specifically mentioned.

• Seviyan and Ada are both produced from Rice Flour or a mixture of Maida and Rice Flour and used for
the purpose of giving richness to the regional varieties of Payasam.

• The only difference is that Seviyan (Vermicelli) is prepared in the form of sticks and ‘Ada’ is prepared
in the form of thin pieces, making use of different dies.

• In payasams, where "Vermicelli" is used ‘Ada’ is not used. Hence, essentially ‘Ada’ is a substitute for
‘Vermicelli’ used for giving richness to certain regional varieties of payasams.

• Following Rule 4, the Ada was classified under HSN 1902.



General Rules of Interpretation – Rule 5

In addition to the foregoing provisions ,the following rules shall apply in respect of the
goods referred to therein:

(a) Camera cases, musical instrument cases, gun cases, drawing instrument cases, necklace
cases and similar containers, specially shaped or fitted to contain a specific article or set of
articles, suitable for long-term use and presented with the articles for which they are
intended, shall be classified with such articles when of a kind normally sold therewith. This
rule does not, however, apply to containers which give the whole its essential character;

(b) Subject to the provisions of (a) above, packing materials and packing containers
presented with the goods therein shall be classified with the goods if they are of a kind
normally used for packing such goods. However, this provision does not apply when such
packing materials or packing containers are clearly suitable for repetitive use



General Rules of Interpretation – Rule 6

For legal purposes, the classification of goods in the sub-headings of a heading shall be
determined according to the terms of those sub headings and any related sub headings
Notes and, mutatis mutandis, to the above rules, on the understanding that only sub
headings at the same level are comparable. For the purposes of this rule the relative
Section and Chapter Notes also apply, unless the context otherwise requires.

• The sub-headings within the same heading are comparable with each other, but not
with subheadings under any other heading

• The heading is to be first determined, and then the sub-heading has to be ascertained.



Classification Principles Evolved by Courts 

• Trade / Common Parlance Understanding 

• End Use/ Functional Test Classification 

• Importance of Expert Opinion 

• Finance Minister’s Speech 

• Importance of Trade Notice/ Circulars 

• Provision at the relevant time 



CCE v. Connaught Plaza Restaurant P. Ltd (2012) 286 ELT 321 (SC)
• Assessee was of the view that that “soft-serve” is a product distinct and

separate from “ice-cream” since ice-cream is commonly understood to
have milk fat content above 8% whereas their product does not contain
more than 5%. Hence it cannot be considered as ice- cream.

• “Soft-serve”, in the absence of a definition of the term “ice cream”, it is
to be construed as per common parlance, even if under the provisions of
Food Adulteration Act, it may not fall within the meaning of ice cream.

• What matters is the way the consumer perceives the product.



• Domex Power Cleaner to be classified as a Cleaning Agent under Heading 3402 or as a
Disinfectant under Heading 3808.

• The products in this case are not sold as disinfectant but are sold as cleaning agents
which can also kill germs. HSN also provides that products having multiple uses and
are therefore prima facie classifiable in more than one headings are usually classified
by application of general Interpretative Rule-3.

• The disinfecting, insecticidal, etc. properties of the product should not be subsidiary to
any other function.

• The labels and the contents clearly show that product is being sold as a cleaning agent
which also kills germs. In fact, the label also says that it contains powerful Hypo
formula, which obviously is Sodium Hypochlorite to show that it can remove dirt and
stains completely and also kills germs. The words ‘also kills germs’ indicates that the
main purpose of the product is cleaning and subsidiary purpose is ‘killing germs’.

• Technical opinion and the consumer affidavits cannot be preferred to the declarations
made by the appellants themselves in the statutory documents as well as on the labels
on the retail packages, approved by the statutory authorities.



CLASSIFICATION OF SERVICES 

Modified version of the United Nations Central Product Classification.

The classification consists of Sections, Divisions, Groups and Classes.

Chapter 99 deals only with Services

◦ Section 5 – Construction Services

◦ Section 6 - Distributive Trade Services ; Accommodation, Food and Beverage Service;
Transport Services; Gas and Electricity Distribution Services

◦ Section 7 - Financial and related services; real estate services; and rental and leasing
services

◦ Section 8 - Business and Production Services

◦ Section 9 - Community, social and personal services and other miscellaneous services



Various Steps in Classification of Goods or Services 
under GST 

1. Definition of ‘Goods’ and ‘Services’

2. Activities listed in Schedule-II

3. Activities listed in Schedule-III

4. Identification of Composite Supplies or Mixed Supplies

5. Identification of HSN Code from the Rate notification

6. Applicability of Principles of Interpretation applicable on Customs Tariff Act 1975 now made 
applicable vide Notification No 01/2017-CT (Rate) dated 28.06.2017.

7. Understanding the Service Code (Tariff) applicable on services in accordance with Annexure 
to Notification No 11/2017-CT (Rate) dated 28.06.2017.
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