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by the principal (not on account of body builder), the supply would merit classification 
as service, and 18% GST as applicable will be charged accordingly. 

13.1 Applica ble GST rate on Disc Brake Pad: Representations have been received seeking 
clarification on disc brake pad for automobiles. It is stated that divergent practices of 
classifying these products, in Chapter 68 or heading 8708 are being followed. Chapter 68 
attracts a GST rate of 18%, while heading 8708 attracts a GST rate of 28%. 

13.2 Parts and accessories of motor vehicles of headings 8701 to 8705 are classified under 
heading 8708 and attract 28% GST. Further, friction material and articles thereof 
(for example, sheets, rolls, strips, segments, discs, washers, pads), not mounted, for 
brakes, for clutches or the like, with a basis of asbestos, of other mineral substances 
or of cellulose, whether or not combined with textiles or other mineral substances or 
of cellulose, whether or not combined with textiles or other materials are classifiable 
under heading 6813 and attract 18% GST. 

13.3 In the above context, it is mentioned that as per HSN Explanatory Notes, heading 8708 
covers "Brakes (shoe, segment, disc, etc.) and parts thereof (plates, drums, cylinders, 
mounted linings, oil reservoirs for hydraulic brakes, etc.); servo-brakes and parts thereof, 
while Chapter 68 covers articles of Stone, Plaster, Cement, Asbestos, Mica or similar 
materials. Further, HSN Explanatory Notes to the heading 6813 specifically excludes: 

i) Friction materials not containing mineral materials or cellulose fibre (e.g., 
those of cork); 

ii) Mounted brake linings (including friction material fixed to a metal plate 
provided with circular cavities, perforated tongues or similar fittings, for disc 
brakes) which are classified as parts of the machines or vehicles for which they 
are designed (e.g. heading 8708). 

13.4 Thus, it is clear, in view of the HSN Explanatory Notes that the said goods, namely "Disc 
Brake pad" for automobiles, are appropriately classifiable under heading 8708 of the 
Customs Tariff Act, 1975 and would attract 28% GST. 

53 

Clarification regarding a pplicability of GST on the petroleum gases r e tained for the 
ma nufacture of p e trochemical a nd chemical products. 

Circular No. 53/27 /2018-GST 

9th August, 2018 

References have been received regarding the applicability of GST on the petroleum gases 
retained for the manufacture of petrochemical and chemical products during the course of 
continuous supply, such as Methyl Ethyl Ketone (MEK) feedstock, petroleum gases etc. 

2. In this context, it may be recalled that clarifications on similar issues for specific 
products have already been issued vide circular Nos. 12/12/2017-GST dated 26th 
October, 2017 and 29/3/2018-GST dated 25th January, 2018. These circulars apply 
mutatis mutandis to other cases involving same manner of supply as mentioned in these 
circulars. However, references have again been received from some of the manufacturers 
of other petrochemical and chemical products for issue of clarification on applicability of 
GST on petroleum gases, which are supplied by oil refineries to them on a continuous 
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basis through dedicated pipelines, while a portion of the raw material is retained by these 
manufacturers (recipient of supply), and the remaining quantity is returned to the oil 
refineries. In this regard, an issue has arisen as to whether in this transaction GST would 
be leviable on the whole quantity of the principal raw materials supplied by the oil 
refinery or on the net quantity retained by the manufacturers of petrochemical and 
chemical products. 

3. The GST Council in its 28th meeting held on 21.7.2018 discussed this issue and 
recommended for issuance of a general clarification for petroleum sector that in such 
transactions, GST will be payable by the refinery on the value of net quantity of petroleum 
gases retained for the manufacture of petrochemical and chemical products. 

4. Accordingly, it is hereby clarified that, in the aforesaid cases, GST will be payable 
by the refinery only on the net quantity of petroleum gases retained by the recipient 
manufacturer for the manufacture of petrochemical and chemical products. Though, the 
refinery would be liable to pay GST on such returned quantity of petroleum gases, when 
the same is supplied by it to any other person. It is reiterated that this clarification would 
be applicable mutatis mutandis on other cases involving supply of goods, where feed 
stock is retained by the recipient and remaining residual material is returned back to the 
supplier. The net billing is done on the amount retained by the recipient. 

5. This clarification is issued in the context of the Goods and Service Tax (GST) law only and 
past issues, if any, will be dealt in accordance with the law prevailing at the material time. 

54 

Classification of fertilizers supplied for use in the 
manufacture of other fertilizers at 5% GST rate. 

Circular No. 54/28/2018-GST 

9th August, 2018 

References have been received regarding a clarification as to whether simple fertilizers, 
such as MOP (Murate of Potash) classified under Chapter 31,and supplied for use in 
manufacturing of a complex fertilizer, are entitled to the concessional GST rate of 5%, as 
applicable in general to fertilizers (i.e. fertilizers which are cleared to be used as fertilizers). 

2.1 The matter has been examined. Chapter31 of the Customs Tariff Act, 1975 covers Fertilizers. 
The fertilizers are mostly used for increasing soil and land fertility, either directly, or by use 
in manufacturing of complex fertilizers. However, certain fertilizers and similar goods 
falling under this Chapter may be used for individual purposes like use of molten urea for 
manufacture of melamine and urea used in manufacturing of urea-formaldehyde resins or 
organic synthesis. 

2.2 In the pre-GST regime, the concessional duty rate was prescribed for fertilizers falling 
under Chapter 31 of the Tariff (notification No. 12/2012-Central Excise). This concessional 
rate was applied to goods falling under Chapter 31 which are clearly to be used directly as 
fertilizers or in the manufacture of other fertilizers, whether directly or through the stage 
of an intermediate product 

3. In the GST regime, tax structure on fertilizers has been prescribed on the lines of pre-GST 
tax incidence. The wording of the GST notification is similar to the central excise notification 


