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i Name and addrcss ol' the M/s. I(andhir l)ycing and Printing Mills
3312, l'lot No. 1, Ilchind Subjait, Khatodra,applicant
Sural, G LI arat-:21002-._

GS'l'lN of thc applicant 24An t)tjt{l 1t?Pt/.('

.lurisdiction Of'llcc Offi cc o1'the Assistant (lommissioncr ol- Slatc
I'ax, l.Jnir58, I{angc- I 5, Division-7, Surat.
05.04.2025[)atc ol'application

('lausc( s) ol Scction 97(2)
ol CGSI'/GGST Act,
2017, undcr which thc
(lucstion(s)raiscd.
[)atc ol' I)ersonal Flcaring

(a)

I)rescnl. lirr thc applicant Shri Samir Siddhapuria, Advocatc

liricl'facts:

M/s. I(andhir Dycing and Printing Mills,33/2, Plot No. l,llchind Subjail,

Khatodra, Surat, Gujarat-395002 lfor shorl -- 'appliconr'I is rcgisrcrcd undcr (iS l'

and thcir GSllN is 24AADIrl{l llzP17.C.

2. The applicant has stated that they are a partnership firm and arc cngaged

in the business of manufacturing and selling of garments and made up fabrics as well

as doing the job work of dyeing and printing of fabrics.

3. Thc Gujarat Pollution and Control lloard (GITCI)) rcgularcs thc

manul'acturing and proccssing units under thc Water Act, 1974, Air Act, lglil and

thc Ilnvironment (Protcction) Act, l9ti6. 'l'hc applicant is having pcrrnission lionr

GPCII vide AWII 123809 dtd. 12.01.2023 valid upto 29.01 .2028. \n pursuancc ro

the lettcr dtd. 06.03.2019 of the Ministry ol llnvironmcnr, l;orcsr. and Clirnarc

changc, which directed the (]ove rnme nt of Gujarat to introducc a pilot rnarkcr-lgg*rl. ,. -

regulation using Continuous Ilrnission Monitoring Systcm (CI1MS), rhal GI,CB

introduced an Iimission 'l'rading Schcmc for Particulatc Mattcr (l:-l'S-l)M) in Surat.
'l'his has subscquently becn cxtended to similar units in Ahmcdabad.

I)agc I ol'lJ '
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4. An l:mission 'l'rading Scheme (E'l'S), also known as 'cap-and-trade'

systcm, is a markct-bascd policy tool designed to reducc pollution while minimizing

costs to industrics. I:'l'S cstablishes the maximum load of a pollutant, or a 'cap' ovcr

a gcographical arca liom participant industrial sources. IJased on the capitalisation

ol'thcsc industrics, Particulate Matter (PM) permits are allotted to industries. 'l-hese

industrial units participatc in the market by buying or selling (trade) permits to

cnsurc thcir pcrmit holdings equal their actual cmissions to be in compliance. 'l.he

l:'l S approach aims lor a win-win sccnario by reducing emission costs, protccting

thc cnvironmcnt and incrcasing firm profits, thcrcby lostcring cconomic groMh.

A diagram as to how Il'lS Works is shown bclow: -5
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The regulator i.e GPCB sets a limit on the total mass of emissions relcased by all

parlicipant industries (the market cap). The regulator creatcs cmission pcrmits cqual

to the cap and allocates the permits among participating industries, as per thcir

pollution potential, estimated using a predetermined rule. Industrics can tradc

permits with each othcr through a trading platform. 'l'he pricc of thc pcr-rnits is

determined by supply and demand, mainly during auctions held periodically. At thc

cnd of a compliance period, industries must have enough pcrmits 1cl covcr thcir total

emissions. If they do not, they are liable to penalty.

6

6.1 Definition of peun!!; A permit is a permission to the pcrmit holdcr 1o cmit

a kiiogram of suspended particulate matter (SPM) within a compliancc pcriod. 'l'hc

number of permits in the market are equal to the market cap. Pcrmits hold monetary

value and can be bought/sold in the market. These permits arc not tradcable in thc

opcn markct and can only be traded in an cmission markct.

6.2 Scope of Permit; 'fhe scopc ol a pennit is thc gcoglaphical arca

corresponding to the Cap-and-Trade Schcmc for which thc pcrmit is crcatcd.

6.3 Permit creation and validitv: Permits arc digitally cleated on thc trading

portal hosted by NeML and are valid from the date of crcation and till thc cnd ol'thc

compliancc period. Compliance period is a pre-defined pcriod lor which thc markct

cap and permits are defined. GPCB announces compliancc period through a circular

and they usually cxtend for two months.

6.4 Permit allocation: In the E].S-PM markets , a combination ol fi'cc

allocation or 'grandfathering' and auctioning is used to allocate permits. 80% olthe

pemits are distributed free of costto industries based on the effectivc capacity statcd

in the official documentation (Consent to operatc). Effective capacity is the measurc

of the combined heat output of emissions sources at each unit. 'l'hc balance 20o/o ol
the permits are auctioned in the market and are offered by GI)CB at thc basc plicc

of lls. 5/kg at thc first auction.

,/:.*''
6.5 Permit Trading: Industries for whom it is cheap to cut pottutiqlflhiiic an

incentive to make large reductions in emissions, as this leaves them *iiti .*.".,
pcrmits that can be sold to other market participants. Meanwhile, thosc industrics
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(br whom it is very expensive to reduce emissions, can choose to buy permits from

olhcrs in the market. Permit trading occurs in auctions designed to occur

pcriodically.

1

l.t
Murkel Rules:

Market Cap l-he total mass of particulate matter pollution that can bc

cmittcd by all participating units during a compliance period as se1 by the reguiator.

Accordingly, thc cap is the sum of all permits across participating units in onc

compliancc pcriod.

1.2 Markel Compliance: Compliance in thc markct is dcfincd when thc pcrrnit

holdings of a participant unit cquals its pollution mass at the end of a compliancc

pcliod. Non-cornpliant uni1s, thosc not having enough permit holdings for their

pollution mass are levied a penalty of Its. 200/kg.

7.3 ll4o rket luction:s: Participants tradc in auctions hcld daily/wcckly to tradc

pcrmits. 'l'wo types of auctions take place:

(a) Unifurm Price ttuction: An auction format wherein one uniform pricc

is discovercd for the week based on the price discovery mechanism. 'fhesc arc

conductcd periodically on every Tuesday.

(b) Continuous Matching auction: An auction format where trades are

carricd out at the prc-determined price among participating units. These auctions

occur daily fiom Wednesday to Monday with the exception of public holidays.

'l'hcse do not overlap with uniform auctions.

1 .4 Price discovery and Price Collar: 'I'he market price is discovcred bascd

on thc bids placcd by thc participants in the uniform price auctions on I uesdays. 'l'hc

pricc is discovered bascd on the price and quantity of permits declared in buy and

scll bids pu1 lorward by the participants. 'Ihe pricc discovered in the uniform pricc

auction continucs lor the rcst of the week and industries can buy and sell permits

until thc tbllowing Monday in the daily Continuous Market, at the weck's cleared

pricc. Pricc collars are instituted to protect the price of permits against unexpected

cscalations. 'I'hc price cciling is set at Rs. 100/permit and the floor price is set at I{s.

5/pcrmit. 
.-3:,

ffi{i{t
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8. Sta kcholtlc rs undcr l.'l'S:

8.1 NeMI- I)ortal and Trctdin NCDLX c-Markets Limitcd (NcML) is thc

leading Indian electronic web based, online commodities spot market and scrvrccs

company and is a delivery based e-markets platform for transparcnt and robust pricc

discovery across commodities and intangibles. 'l'he E fS trading platform is hosted

and operated by NeMl, wherein the permits under E I'S are tradcd within a closcd

circle of participants industries in Surat and Ahmedabad. NcML chargcs an annual

fee from participants in the trading platform for which GS1. is applied. As applicablc,

e-commerce operators are required to deduct a'l'CS of lo% on thc sale olgoods or

provision of services or both made by the c-commercc participant madc on a

platform developed by e-commerce operators. NeML currcntly dcducts l%'l'CS on

the permitted sale amount in ETS market.

8.2 Guiarat Pollution Control lloard: The Gujarat Pollution Conlrol Iloarcl is

thc rcgulator and implcmenting partner. Their primary rolc includes sclting and

approving market rulcs, monitoring the CEMS data, sctting ol- markct cap and

issuancc of permits, and ensuring compliance with thc markct rulcs.

6.J Industrv l)articipanls and llesislration: (lPCIl sclccts thc industlics bascd

on thc polluting naturc of the industry to bc part ol the markct and rclcascs thc

govemment notification before the launch of thc program in a district. All industrics

selected by GPCB are mandatorily required to be part of the markct. All participant

industrics are required to register on the NeMI- portal. 'fhc rcgistration proccss

entails all industrics to provide details regarding their stack charactcristics and

CEMS device, and once verified and approved by the GPCI), the industrics arc

provided with a login ID which they can use to acccss thc portal for trading and

CIIMS data moniloring.

8.4 Market llescarch Team: 'l'he markct rcscarch tcam consists ol- lcading

global cxpcrts from thc University ol Chicago, Yalc LJnivcrsity and thc [Jnivcrsity

of Warwick along with researchers lrom J-PAL South Asia and lil)lC India.'l'hc rolc

of thc research team in Gujarat has been as advisors and technical partncrs on thc

dcvcloprnent and implcmentation olthe markcts. 
.... ,:_

g. In view, ol- tl-rc abovc l-acts. thc applicant has soughr a r.Lrlinu on tlrc
Iirllowing tlucst ions: -

l).rge 5 oI lJ
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(i) ls to whether trading of Particulate Matter Permits vide Bill of Supply

No. 1 dtd. 05.10.2024 is liable to tax under the GST Act or not ?

(ii) l/'yes, then it is Goods or Services under the GST Act ?

(a) If it is goods, then as to whether trading activity of Particulate

Matter Permits is covered by which HSN Code and rate of GST ?

(b) IJ it is services, then as to whether trading activity of Particulate

Matter Permits is covered by which SAC code and rate of GST ?

I'he applicant lurther submits as under: -

(a) As per Scction 7(2) of the CGST Act, transactions listcd undcr

Schcdulc II arc neither considered supply ofgoods nor services.'l'hc

Particulate Matter Permits do not constitute tangible goods or

scrvices, but rather an intangible right to offset emissions. 'l'hc

Pcrmits arosc on account of the manner in which the business is

carried on. It is nothing but an incentive given to an industrial unit

for reduction olthe emission ofhazardous air/gases including carbon

dioxide/monoxide. Therefore, they are privilege/entitlement given to

industries for reducing the emission in the course of their industrial

activity.

(b) Industries that maintain healthy boiler as well as Air Pollution

Control dcviccs and better quality fuel emit lower PM emissions

thcreby saving thc allotted pcrmits which can bc traded and sold in thc

Opcn Markct via NcML portat, while on the contrary industries

cmitting high I'M load due to under maintained boilers/abatement

dcvices or burning low quality fuel will have to purchase the rcquired

pcrmits lrom thc open market to meet their higher emissions compared

to allotted pcrmits.

(c) fhus, consumption of PM permits is action based/event based and

considering thc importance of environment protcction and thc nccd

to promotc thc measures to protcct it, the Particulate Matter Pcrmits

arc rcqucstcd to bc considcrcd as no income suppty.

(d) 'l'hc objcctivc bcing reduction ol emissions ol- grcenhou

or-rld put

l)agc

and encouragc thc industry I'or lcsscr emissions, taxing it

L\r
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extra burden on buyers resulting in less demand of Particulale Mattcr

Permits.

(e) They may be treated as'Securities 'as they appear to lall under

the wide lerm'Other marketable securities of'like nature in or of anlt

incorporated company or other body corporate'. 'l'hcy arc also alikc

duty credit scrips prevalent in Customs, which are cxempt undcr

GST.

(f1 They are only for regulatory compliancc and any transactions

related to them are not considered business income. 'l'herelore, thc

income received from sale of permits are not supply of goods or

service in the course of furtherance of business.

(g) The GS-f law does not explicitly dcfine thc pcnnits as goods or

services. the legislative intent to tax it is absent.

I I . Personal hearing was granted on 29.07 .2025 wherein Shri Samir Siddhapuria,

Advocatc appeared on behalfofthc applicant and reiterated thc lacts & grounds as

statcd in thc application. During thc course o[ hcaring, hc was rcqucstcd to providc

a writc up on the applicability ol CBIC's Circular No. 34lti/2018-GS'l'drd.

01.03.2018 and Circular No. 4612012018-GSl' dtd. 06.06.201 8.

ll.l In their letter dtd. 25.08.2025, the applicant submiued that the Circulars dtd.

01.03.2018 and 06.06.201 8 deal with Priority Scctor Lcnding Ccrrificatcs (l,SLCs),

Renewable Iinergy Ccrtificates (RECs) and Duly Crcdit Scrips, which arc

marketable financial instruments and the scope olthc Circulars is restriclcd to thcse

instrumcnts. Unlikc financial scrips, thc Particulatc Mattcr I)crmits are non-tradcablc

and cannot be lreely transfbrred in thc open markct.'['hcsc pcrrrits also gct cxpircd

within I to 2 months, whcn not sold.'l'hey also do no1 constitutc goods undcr Sg,CUgIt...

2(521 ol the CGSI' nct as thcy arc ncithcr rnovablc propc.ry nor rniii:fctabrc r,
\.

commodities. Neithcr do they fall within the definition of 'services' under Scction :]

2(102) of the Act, as rhey are not supplied Ibr considcration in thc coursc or. ':

l'auc 7 ol l-t

(h) Imposing GSI'on it discourages participation in environmcntal

sustainability programs.



8

lurthcrancc of business. l,'urther, classification under Headin g 4907 is confined to

documcnts of titlc or tradable ccrtificates (such as PSLCs, I{ECs, duty scrips) and

I)M l)crrnits bcing statutory permissions, do not partake the naturc ofsuch tradablc

doculncnts and hcncc cannot be imported into thc same classification.

I) iscussion and fin d in gs

12. At the outset, we would like to state that the provisions olboth thc CGS'I'

Act and thc GGS'I.Act arc the samc, cxcept for ccrtain provisions. Thcrcforc, unlcss

a rrcntion is spccifically made to such dissimilar provisions, a reference to the CGS'|

Act would also mcan a rclercnce to the samc provisions under the GGS I Act.

14. We I'rnd that thc appellant is engaged in the business of manufacturing and

sclling ol' garments and rnadc-up fabrics. On thc instructions of the Ministry of

l:nvironrncnl, liorcst and Climatc Change a pilot projcct of Emission 'l'rading

Schcrnc Ibr l']articulatc Matler was started by thc Guj arat Pollution Control lloard

((iPCl]) . lJndcr this schcme, thc regulator i.c the GPCI] sets a total cap on thc

crnissions relcascd by thc participant industries. Emission permits equal to thc cap

arc crcalcd and allocatcd to thc participant industries. The industries can trade the

pcrn.rits with cach othcr through a trading platform i.e NCDEX e-markets l,imitcd

(NcMI-). At the cnd olthe compliance period, industries must have enough perrnits

to covcr thcir tolal cmissions failing which they are liable to penalty. 'Ihus, those

who makc large rcduction in emissions are left with excess permits which they can

tradc with othcr industrics lor whom it very cxpcnsive to reduce emissions. 'l'hc

applicant is sceking a ruling as to whcther they arc liable to pay GST on thc trading

ol Particulatc Mattcr Permits (PM-permits).

15. 'l hc llrst avcrmcnt of thc applicant is that the PM-permits are not tangiblc

goods or scrviccs but rather rcprcsent an intangible right to offset crnission'

't'hcrclbrc, PM-crcdits are privilcgc/entillement given to the industries for rcducing

thc curission in thc coursc of thcir industrial activity. We find that CBIC has issucd

l'agc 8 o1'1{

I 3. Wc havc considcrcd thc submissions made by thc applicant in thcir

application lor advancc ruling as wcll as the submissions made both oral and writtcn

duling thc coursc ol pcrsonal hcaring. We have also considcrcd the issue involvcd,

lhc rclcvant lacts & thc applicant's submission/interpretation ol law in rcspcct ol

qucstion on which thc advance ruling is sought.
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Circular No. 3418/2018-GS-I dtd. 01.03.2018 , amcndcd vidc Circular No.

4612012018-GSl.dtd. 06.06.2018, wherein it has been clarificd that Priority Sector

Lending certifrcates (PSLC) has been considered as goods and not sccurities by thc

ILeserve Bank of India. Further, PSLC are akin to freely tradable duty scrips,

Renewablc Energy Certificates (REC), REP licences or rcplenishmcnt liccncc,

which attracted VAT. It was also clarified that the I{llCs and PSLCs arc goods which

are classified undcr heading 4907 and will accordingly attract GS'l' @) l2%.

16. PSLCs are tradablc inslruments that allow banks to mcct thcir rnandatory

Priority Sector Lcnding (PSL) targcts set by the Rcscrve Ilank ollndia (l{l}l). I}anks

that lend more than their I'SL targets to priority sectors can sell PSLCs to carn

rcvenue, while banks that fall short can buy these certificates on thc RBI's c-Kubcr

platform to cover their shortfall. This mechanism crcates a market lbr credit,

incentivizes banks to lend more to essential sectors like agriculture and MSMEs, and

helps ensure equitablc credit distribution across the cconomy. 'l'hc I{cncwablc

linergy Cerlificate (RIIC) mechanism is a market-bascd instrurncnt, to prornotc

rcnewable sources of energy and devclopment ol'markct in electricity. 'l'hc llliC

mcchanism providcs an altcmative voluntary route to a gcnerator to scll his

clcctricity [i'om renewable sourccs just likc conventional clcctricity and scll thc

grecn attribute scparately to obligated entities to lulfil their llencwablc I'urchasc

Obligation (RPO).Trading of RECs is bcing undertaken on Power Ilxchangcs on thc

last Wednesday of evcry month.

17. l'hus, from the above, it can be seen that both PSLCs and [{ECs arc

tradable instrumcnts like Particulatc Matter Permits (PM-permits). All thcsc

instruments are used in their respcctive industry for carning rcvenuc by tlading thc

instrumcnts to those cntities who lail to lulfil thc obligations irnposcd by thc

rcgulator. PSLCs are instruments used in Banking scctor, Illlcs arc uscd in thc

lilectricity scctor and PM-pcrmits arc used in the industries which arc highly

polluting. 'l'hus, PM-permits would also fall undcr the catcgory olgoods and would

be classified under l-Ieading 4907 .

1U. We also llncl that hcading 4907 covcrs 'doctrntenls o/ title' .'l hc sarrtq is

rcprotluccd hclor,r : -

l'. rre ') ',i 1.1
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4907 00

.1907 00 t0
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[, n usctl postagc, rcvcn uc or similar stam ps of cu rrcnt or
ncrr issue in thc countrv in rvhich thcy havc, or till
havc. a rccognizcd facc valuc; stamp-imprcsscd papcr:
bank notcs; chcquc formsl stock, sharc or bond
ccrtificatcs and similar documcnts of titlc

--- lJnuscd postage, rcvcnuc or similar stamps ofcurrcnt or
new issuc in thc country in which thcy have, or will havc, a
rccognized facc, value; stamp-imprcssed paper; bank notcs;
chcquc farms: s1ock. share or bond ccrtificatcs and similar
documcnts oI title:

--- lJnr-rscd postagc. rcvenuc or sirnilar stamps o[
cun'cnt or ncw issuc in thc country winch thcy
havc. or i.vill havc a rccognizcd l-acc valuc

kg.

-- llqqk lplc'
--- I)ocumcnts oltillc convcying thc right to usc kg

Inlormation 
.l 

cclrn flwarc
4907 00 90 --- Othcr k

I ISN cxplanatory notes to 4907 explains that the characteristic ofthc products ofthis

hcading is that on being issued (if necessary, after completion and validation) by thc

appropriatc authority, they have a fiduciary value in excess ofthe intrinsic value.
'l'hcsc cxplanatory notes furthcr explain that the products under headin g 4907

comprisc:

(/) xx xx

(R) xx xx xx

(l;) Sktck, share or bond certificates and similar documents of title Stock;

These are Jbrmal documents issued, or for issue, by public or private bodies

con/brring ownership of, or entitlement to certain Jinancial interests, goods or

bene/its named therein.

l)M-pcrmits in question would qualiff as'documents of title' conferring benefits on

thc Applicant. Irrom thc nature of the document in question, it is evident that the

pcrmit is a permission to the permit holder to emit a kilogram of suspendcd

particulatc mattcr (SI,M) within a compliance period. 1-hus, these certificatcs

providc bcncfit to the applicant inasmuch as these certificates can be used by

applicant to offSct their organization's emissions. 'lhese permits also hold monetary

valuc as thcy can be bought and sold in the market. Therefore, these permits would

l'all undcr the residuary heading of 4970 00 90.

I tt. 'l'hc second averment made by the applicant that PM-permits are securitics

as thcy appcar to lall undcr the wider term, "other marketable securities of a like

nature in or o;f an1, incorporaled compony or other body corporafe." CGS'I' Act

dclincs sccuritics as that which has thc samc mcaning as assigncd to it in Scction

2(h) ol'thc Sccuritics Contracts (I{cgulation) Act, 1956. As pcr Section 2(h): -

4907 00 20
4907 00 30

l81Y'

lti(/o
18,'1,
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"securities " include-

(i) shares, scrips, stoclcs, bonds, debentures, debenture stock or other markelable

securilies of a like nature in or of any incorporated compony or olher body

corporate:

(io) derivative:

(ib) units or any other insftument issued by any collective investmenl scheme to the

inveslors in such schemes;

(ic)security receipt as deJined in clause (zg) of section 2 of the Securitisation arul

Reconstruction of lrinancial Assets and linforcement ofSecurity Interesl Act, 2002;

(id) units or any other such instrument issued to the investors under any

mulual.fund scheme:

(ii) Government securilies ;

(iia) such other instruments as may be declared by lhe cenlral (;overnmenl to be

securilies: and

(iii) right.s or interesl in securities:

'lhe above definition is an inclusive dehnition, which defincs thc sccuritics to

include only the above. The applicant's contention is that thc PM-pcrmits can bc

covered under'other marketable securities ofa like nature'.In this conncction, wc

would like to invoke the rule of ejusdem generis, a rule of interpretation, which has

been relied upon by the courts in a large number of cases for interpreting statutcs.

-l'he 
rule of eiusdem generis means 'ofthe same kind'. Asperthisrulc, gcncral words

following specific ones are limited to the samc class as the spccific words. In thc

instant case, the statute lists specific type of securities, such as bonds, stocks and

debcntures. Therefore, the other marketable securities would only rclcr to othcr

sccurities similar in nature to bonds, stocks and debentures and not somcthing

fundamentally different. PM-permits are pelrnits which allow the holdcr to cmit a

kilogram of suspended particulate matter within a compliance period and cannot bc

cquated to a bond, stock and debenture.

19. 'l'he next averment of the applicant is that the pcrmits arc only for

regulatory compliance and any transactions relatcd to thcm arc not considcrcd

business incomc. They arc nothing but incentives givcn by (}PCI] on thc basis ol'

capitalization in consonance with lesser emission ol hazardous gases. 'l'hcrcfbrc,

income rcceived frotn salc of permits arc not supply ol goods or scrviccs in thc

course or furtherance of business. We do not agrce with this contention of thc

applicant that buying and sclling do not comc undcr the ambit of busincss i b
Wc find that the permits hold monetary value and thc applicant hav tir cir'

$

submissions submittcd that thc trading ol thesc pcnnits is carricd out by

l'itgc
e

ol lrl
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auction (both wcekly and daily) and the markct price is discovered bascd on the bids

placcd by thc participants. Pricc collars arc also instiluted to protcct thc pricc ol
pcrmil.s against uncxpcctcd cscalations, with thc maximum cciling sct at lts.

l00ipcrnrit and thc l)oor pricc at Ils. 5/pcrmit. 'l'hc pricc of rhc pcrmits is dctcnnincd

by supply and dcmand, mainly during auctions hcld pcriodically. Thus, an induslry

who is holding porrnits can make a profit by selling the permits, which is r.eflcctcd

in thcir incomc. I,'urlhcr, thc applicant has also not indicated as to how thcy account

lbr thcsc incomcs in thcir books ofaccount. 'Ihercforc, it appears that the trading ol
pclmits would comc undcr thc ambit of business income.

20. As rcgards thc avcrmcnt that sale of the permits is not in thc coursc or

lurthcrancc ol' busincss, wc obse rve that the applicant thcmselves have submittcd

that (iPCIl sclccts thc industrics based on thc polluting nature ofthe industry to bc

part of thc markct and rclcases the governmenl notification beforc the launch olthe

program in a district. All industrics selected by GPCB are mandatorily requircd to

bc part ol'thc markct. As per Scction 7 of the CGS I Act, 2017 , all forms ol supply

o[goods to bc rnadc for a considcration by a person in the course or furthcrancc of
busincss comes undcr the scopc of supply. we find that in the case of Commissioner

,f G i/i T'ax v. l). Gheevarghese, Travancore Timbers & products ll972l 83 ITR 403

(scy ( 1972) 4 scc 323, whilc cxplaining the meaning of the phrase "rn the course

of business" in thc context olGi[t'l'ax Act, 1958, it was obscrved that thc phrasc "in
the course q/ carrying on of business" means that the gift should have some

rclationship with thc carrying on of thc business. There should be some intcgral

conncction or rclalion bctween thc making of the gift and the carrying on of the

busincss. In thc instant case, the Emission Trading scheme for particulate Mattcr is

a mandalory schcme lor the applicant and has a rclation with the applicant carrying

on thcir busincss. As part of this scheme, the applicant has to be in their possession,

pcrmits cqual to thcir pollution mass at the end of a compliance period. If thcre is a

shortlall, they would have to buy it from the participating units. If the permits arc in

cxccss, thcy havc thc option to scll it to another participating unit. T'his goes on to

show that thc trading of permits is in thc course and furtherance of their busincss.

20. Lastly, thc applicant has submitted rhat unlike financial scrips, pM-

pcrmits arc non-tradable and cannot bc freely transferred in the opcn market. Iiur"thcr,

if'pcnnits are not sold it gets expired at the end of each compliancc pcriod and

industry cannot reusc thcm to account for future emissions. Firstly, the averment that
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the permits are not tradable is not corrcct as the applicant havc thcmsclvcs submittcd

that it is traded on the NeML portal and any person who is participating in the Il'l-S-

PM scheme can purchase the permits. Further, the avermcnt that it cannot be lrccly

translerred in the open market but only in the emission markct is also of no

significance as it is an instrument conferring benehts on the Applicant and therclbre,

falls under HSN 4907 and liable to GST. Iror the same reason, the fact that it has an

cxpiry period is also ofno significance.

2l . Having held that the trading of PM-permits is liablc to tax undcr (lST undcr

IISN 4907, we move on to the next question, as to what is thc appropriate rate of

GSl'. We would like to reproduce thc relevant portions olthe ratc notification viz.

Notification No. l/201 7-C'l' (Ilatc) datcd 2ti.6.2017. as anrcndctl

S

\o.

s( ilt..I)t Ll.l Il - 6'2,

Chaptcr/
Ilcading/

Sub-
hcading/

-l'arilT itcm

l)cscri ption ol' (ioods

l2ti. 1907 [Jnuscd postagc, rcvcnuc or similar stamps ol currcnt
or ncl issuc in thc counlry in rvhich thcy havc, or u'ill
havc, a recogniscd lhcc valuc; stamp-imprcsscd papcr;

banknotcs; chcquc formsl stock, sharc or hond
ccrtilicatcs and similar documcnts of titlc

From the above, it is seen that the appropriate rate for goods falling undcr Heading

4907 is 12 %o.'l'herefore, the applicable rate of GS'l' for trading of PM-permits is

12%.

22. In vicw of the lbregoing, wc rulc as undcr: -

tr
I)agc l.l trl l'l
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IiULING

As to wltether trading of Porticulate Motter Permits vide Bill of Supply

No. I dtd. 05.10.2024 is liuhle to tax under the GST Act or not ?

Q,2

Ans:

Ins:

Q.t

lns: Yes

Itla
Mcrnbcr (

.r')

l'lacc: Ahmcdabad
Datc: t5 .09.2025

IJ'yes, lhen is it Goods or Services under the GST Act ?

kt) If it is gootls, then os to whether troding activity of Particulate

Matter Permits is covered by which HSN Code and rate of GST ?

Particulate Matter Permits are goods under GST and fall uncler IISN

4907. The applicable rate of GST is l2o%.

(h) Il il is services, then os to whether trading activity of Particulate

Mutter Permits is covered by which SAC code and rate of GST ?

Not an.swered, in view oJ answer at (a) above.

( ) (Vishal Malani)
Member (CGSl')

e
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