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Classification of Goods Under GST 
Regime

• The Central government on recommendation of GST council has 
notified rate of Integrated tax payable on goods vide notification no 
01/2017 – Integrated tax (rate) date 28/06/2017. It may be noted 
that notifications regarding central tax (CGST) issued by central govt 
and notification regarding state tax (SGST ) issued by respective state 
govt have identical provisions. We shall now analyze provisions of 
notification no 01/2017 – integrated tax (rate) dt 28/06/2017. The 
notification divides all goods in following 6 schedules-

• i) Schedule I – 5% – 264 entries
• ii) Schedule II – 12% – 242 entries
• iii) Schedule III – 18% – 453 entries
• iv) Schedule IV – 28% – 228 entries
• v) Schedule V – 3% – 18 entries
• vi) Schedule VI – 0.25% – 3 entries



GST classification of common items: 

• 5%= Household necessities including edible oil, spices, 
sugar, tea, and coffee (except those instant packing and 
noodles) Coal, Indian Sweets, and Life-saving drugs and 
medications are covered under this GST slab.

• 12%= This slab includes all the computers its parts and 
processed and instant food products. 

• 18% =Commodities like toothpaste, hair oils, soaps, 
cleaners industrial intermediaries and capital goods 
come under this category. 

• 28% =All the luxury items like cars, high-end bikes, 
consumer appliances like AC and Refrigerators and 
other electrical goods, cigarettes, aerated drinks come 
under this high tax reform category.



List of Goods Exempt Under GST

• Live Animals.
• Meat.
• Fish, Meat and Fillets.
• Eggs, Honey and Milk Products.
• Non – Edible Animal Products.
• Live Trees and Plants.
• Vegetables.
• Fruits and Dry Fruits.



Negative list under GST

• Services by employee to employer in the course/ relation to 
employment

• Services of funeral, burial, crematorium or mortuary
• Sale of land
• Sale of completed buildings
• Actionable claims (other than lottery, betting and gambling)
• Services by any court or Tribunal
• Functions performed by the MPs, MLAs etc.
• Duties performed by any person who holds any post in 

pursuance of the provisions of the Constitution in that 
capacity.



Difference between Nil Rated, Exempt, Zero Rated and 
Non-GST supplies

Exports
• Supplies made to SEZ or SEZ Developers.
• Zero Rated
Nil Rated
• Supplies that have a declared rate of 0% GST.
• Example: Salt, grains, jaggery etc.
Exempt
• Supplies are taxable but do not attract GST and for which 

ITC cannot be claimed.
• Example: Fresh milk, Fresh fruits, Curd, Bread etc.
Non-GST
• These supplies do not come under the purview of GST law.
• Example: Alcohol for human consumption, Petrol etc.



Exempted Services
• All the services related to agriculture including harvesting, cultivation, supply, 
packaging, warehouse, renting or leasing of machinery, etc. are exempted from GST. 
However, this does not include the rearing of horses. 

• Transportation of individuals via public transport, metered cabs, auto-rickshaws, 
metro, etc. 

• Transport of agriculture produce and transportation of goods outside of India 

• Transportation of goods where the total amount of charges is less than Rs 1500 

• Government and foreign diplomatic services 

• Services provided by RBI or any foreign diplomatic mission in India are also 
exempt from GST 

• Services provided to diplomats including the United Nations 

• Certain healthcare and educational services are also exempt from GST such as 
mid-day meal catering services, services provided by a Vet, clinic, or paramedics. 
Services by ambulances and charities are also included in the list 



Some of the other exemptions of 
services under GST Include: 

• Services provided by tour guides to foreign 
tourist. 

• Library services 

• Services for conducting religious ceremonies 

• Distribution of electricity 

• Services by authorised sports organisations 



GST - Reverse Charge



When is Reverse Charge Applicable

• A. Supply from an Unregistered dealer to a 
Registered dealer

• B. Services through an e-commerce operator
• C. Supply of certain goods and services 

specified by CBEC



Time of Supply under Reverse Charge

• A. Time Of Supply in case of Goods
• In case of reverse charge, the time of supply shall be the 

earliest of the following dates:
• the date of receipt of goods
• the date of payment*
• the date immediately after 30 days from the date of issue 

of an invoice by the supplier
• If it is not possible to determine the time of supply, the 

time of supply shall be the date of entry in the books of 
account of the recipient.

• *This point is no more applicable based this Notification 
No. 66/2017 – Central Tax issued on 15.11.2017



Illustration:

• Date of receipt of goods 15th May 2018
• Date of invoice 1st June 2018
• Date of entry in books of receiver 18th May 

2018
• The Time of supply of service, in this case, will 

be 15th May 2018



Time of Supply under Reverse Charge

• Time Of Supply in case of Services
• In case of reverse charge, the time of supply 

shall be the earliest of the following dates:
• The date of payment
• The date immediately after 60 days from the 

date of issue of invoice by the supplier
• If it is not possible to determine the time of 

supply, the time of supply shall be the date of 
entry in the books of account of the recipient.



Illustration:

• Date of payment 15th July 2018
• Date immediately after 60 days from the date 

of issue of invoice (Suppose the date of 
invoice is 15th May 2018, then 60 days from 
this date will be 14th July 2018)

• Date of entry in books of receiver 18th July 
2018

• The Time of supply of service, in this case, will 
be 14th July 2018



GST Composition Scheme

• Composition Scheme is a simple and easy 
scheme under GST for taxpayers. Small 
taxpayers can get rid of tedious GST 
formalities and pay GST at a fixed rate of 
turnover. This scheme can be opted by any 
taxpayer whose turnover is less than Rs. 1.0 
crore*.



Who can opt for Composition Scheme

• A taxpayer whose turnover is below Rs 1.0 crore* can opt 
for Composition Scheme. In case of North-Eastern states 
and Himachal Pradesh, the limit is now Rs 75* lakh.

• As per the CGST (Amendment) Act, 2018, a composition 
dealer can also supply services to an extent of ten percent 
of turnover, or Rs.5 lakhs, whichever is higher. This 
amendment will be applicable from the 1st of Feb, 2019. 
Further, GST Council in its 32nd meeting proposed 
an increase to this limit for service providers on 10th Jan 
2019*.

• Turnover of all businesses registered with the same PAN 
should be taken into consideration to calculate turnover.

• *CBIC has notified the increase to the threshold limit from 
Rs 1.0 Crore to Rs. 1.5 Crores.



Who cannot opt for Composition 
Scheme

The following people cannot opt for the 
scheme-

• Manufacturer of ice cream, pan masala, or 
tobacco

• A person making inter-state supplies
• A casual taxable person or a non-resident 

taxable person
• Businesses which supply goods through an e-

commerce operator



What are the conditions for availing Composition 
Scheme? 

• No Input Tax Credit can be claimed by a dealer opting for 
composition scheme

• The dealer cannot supply GST exempted goods 
• The taxpayer has to pay tax at normal rates for transactions under 

the Reverse Charge Mechanism
• If a taxable person has different segments of businesses (such as 

textile, electronic accessories, groceries, etc.) under the same PAN, 
they must register all such businesses under the scheme collectively 
or opt out of the scheme.

• The taxpayer has to mention the words ‘composition taxable 
person’ on every notice or signboard displayed prominently at their 
place of business.

• The taxpayer has to mention the words ‘composition taxable 
person’ on every bill of supply issued by him.

• As per the CGST (Amendment) Act, 2018, a manufacturer or trader 
can now also supply services to an extent of ten percent of 
turnover, or Rs.5 lakhs, whichever is higher. This amendment will be 
applicable from the 1st of Feb, 2019.



How can a taxpayer opt for 
composition scheme?

• o opt for composition scheme a taxpayer has 
to file GST CMP-02 with the government. This 
can be done online by logging into the GST 
Portal. 

• This intimation should be given at the 
beginning of every Financial Year by a dealer 
wanting to opt for Composition Scheme.

• Here is a step by step Guide to File CMP-02 on 
GST Portal.



What is the tax rate applicable to a Composition Dealer?



How Should a Composition Dealer 
raise bill?

• A composition dealer cannot issue a tax 
invoice. This is because a composition dealer 
cannot charge tax from their customers. They 
need to pay tax out of their own pocket.

• Hence, the dealer has to issue a Bill of Supply.
• The dealer should also mention “composition 

taxable person, not eligible to collect tax on 
supplies” at the top of the Bill of Supply.



How should GST payment be made by 
a composition dealer?

The GST payment to be made by a composition 
dealer comprises of the following:

• GST on supplies made.
• Tax on reverse charge
• Tax on purchase from an unregistered dealer*
*Only on the specified categories of goods and 

services and well as the notified class of 
registered persons with effect from 1st Feb 2019 
but is yet to be notified. Hence, not applicable 
until then.



What are the advantages of 
Composition Scheme?

• Lesser compliance (returns, maintaining books 
of record, issuance of invoices)

• Limited tax liability
• High liquidity as taxes are at a lower rate



What are the disadvantages of 
Composition Scheme?

• A limited territory of business. The dealer is 
barred from carrying out inter-state 
transactions

• No Input Tax Credit available to composition 
dealers

• The taxpayer will not be eligible to supply 
exempt goods or goods through an e-
commerce portal.



How should the Tax amount be 
calculated?

• A composition dealer is required to pay tax at a specific rate on 
total sales. Also, the dealer has to pay tax under reverse charge on 
specified purchases, purchase form unregistered dealer and import 
of services.

• This means that Total GST Payable =
• Tax on supplies (net of advance and goods returned)
• + Tax on B2B transactions where Reverse Charge is applicable
• + Tax on B2B purchases from Unregistered suppliers (July and 

August 2017)
• + Tax on Import of Services
• The rate of Tax on transactions under Reverse Charge, purchase 

from an unregistered dealer and import of services will be at 
normal rates, i.e. the rates applicable to the supplies. Rates under 
Composition Scheme are applicable only to sales of a composition 
dealer.



Harmonized System of Nomenclature

• HSN stands for Harmonized System of 
Nomenclature which was developed by the 
World Customs Organization (WCO) with the 
vision of classifying goods all over the World 
in a systematic manner. HSN contains six digit 
uniform code that classifies 5,000+ products 
and which is accepted worldwide.



What is SAC code?

• The SAC code means Services Accounting 
Code under which services fall under GST are 
classified.

• HSN code and SAC code are the codes used to 
classify goods and services under GST regime 
in India.



GST TURNOVER –HOW TO 
CALCULATE 


































