


OPINION

1.	QUERIST:  


M/s. M M Forgings Limited,
A25, 8th Floor, SVK Towers,
Industrial Estate, Guindy,
Chennai – 600 032.

2.	FACTS:

2.1	The querist is engaged in manufacturing of different types of forging for various types of applications. They have units / factories at various locations.  Apart from the power supply received from State Electricity Board, the querist is also generating power through wind mills and solar projects.  It is reported that the wind mills are located in the following places. 
	1. Panakudi
	2. Theni
	3. Tenkasi
	4. Kallapalayam

2.2	The solar projects are located in Aruppukottai and Viralimalai.  It is further reported that except Viralimalai where the solar power generation is within the plant, the other locations generating electricity through wind mills and solar energy are located away from the factories.  
3.	QUERY:

3.1	In the above context, the querist would like to know whether they are entitled for taking input tax credit under GST law with regard to installation and services utilised in such wind mills and solar projects.  It is also confirmed that the power generated is fed into the grid of the State Electricity Board and the equal power benefit is taken by them as per the prevailing electricity rules.
4.	OPINION:

4.1	Section 16(1) of CGST 2017 which refers to eligibility conditions for taking input tax credit reads as follows:
Section 16(1): Every registered person shall, subject to such conditions and restrictions as may be prescribed and in the manner specified in section 49, be entitled to take credit of input tax charged on any supply of goods or services or both to him which are used or intended to be used in the course 
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or furtherance of his business and the said amount shall be credited to the electronic credit ledger of such person.
4.2	Section 17 refers to blocked credits and apportionment of credits. In terms of sub-section 5 of Section 17, certain categories of services and goods are excluded for the purpose of availment of credit.  It is to be noted that power generating plants by using wind power or solar energy are not specifically excluded.  Therefore, what is to be seen is whether in terms of Section 16 referred to above, the goods or services under reference are used / intended to be used in the course or  furtherance of business.  
4.3	There cannot be any doubt  power generation through wind mills and solar energy projects and it is sale or  routing the power generated through the State Electricity Grid by factories having manufacturing facilities are ‘in the course’ of business activities.
4.4	Accordingly, in-principle, the goods and services relating to power generation through wind mills / solar cells should be eligible for input tax credit.  In this regard, useful reference can be made to two decisions relating to Central Excise Act read with Cenvat Credit Rules and State VAT.  One is in the case of Thiagarajar Mills (P) Ltd vs. Additional Commissioner (CT), Chennai given by the Madras High Court where input credit was permitted under Tamil Nadu Value Added Tax in respect of wind mills located outside the factory.  There is similar case in respect of Rajratan Global Wires Ltd reported in 2012(26) S.T.R. 117 (Tri. – Del.).  Copies of these two decisions are enclosed.
4.5	Similarly with regard to solar power generation, the following rulings issued by   the authority for advance ruling will be relevant. These decisions are under GST:
	(1) In respect of Shri Keshav Cement and Infra Limited
	(2) In respect of Kumaran Oil Mill
	Copies of these two rulings are also enclosed.
4.6	While in principle, there is no bar for taking input tax credit in respect of these goods / services, it is to be noted that other  conditions with regard to availment of credit need to be complied with as per the CGST Act, 2017.


S. MURUGAPPAN
Encl: As above


sm/ts


Disclaimer:- The above opinion is provided based on the information and documents made available to us by the querist and further based on the laws and rules prevalent as on date and the understanding of such provisions by the author and is meant for the private use of the person to whom it is provided without assuming any liability for any consequential action taken based on the views expressed here.
