HC: ITC on coal used for electricity supplied to staff township not eligible
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REFER THE DECISION OF THE HON'BLE CHHATTISGARH HIGH COURT IN THE
CASE OF

Bharat Aluminum Company Ltd. v. State of Chhattisgarh — [2025] 179 taxmann.com
493 (Chhattisgarh)

Where the aluminium manufacturer’s captive power plant generated
electricity using imported coal on which Compensation Cess was paid, and
a portion of the electricity was supplied to employees’ residential
township instead of being used for production or captive consumption, the
High Court of Chhattisgarh held that input tax credit (ITC), including
Compensation Cess, attributable to such non-business supply was
ineligible.

The Court observed that the electricity supplied to the employees’
township was welfare-oriented and not integrally connected with
business operations. Therefore, refund claims to the extent of such
ineligible ITC were unsustainable.
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