
GST compensation road 
map may stretch into FY26
SHRIMI CHOUDHARY  

New Delhi, 3 September  

The all-powerful Goods and Services Tax 
(GST) Council, at its upcoming meeting 
on September 9, is expected to provide a 
roadmap for the compensation cess that 
will likely continue “well into” 2025-26 
(FY26), and also discuss whether it 
should eventually be 
replaced with a tax or a cess, 
say government officials. 

An internal assessment, 
these officials reveal, sug-
gests that the compensation 
cess needs to continue till 
FY26 to meet the estimated 
shortfall of ~1.37 trillion as 
of March 2025.  

The GST Council, headed by Union 
Finance Minister Nirmala Sitharaman 
and with all state finance ministers as 
its members, has a packed agenda and 
might give relief to foreign airlines grap-
pling with GST notices of more than 
~10,000 crore. The fitment panel, set up 
by the council and consisting of revenue 

officials from the Centre and states, has 
recommended an exemption and regu-
larisation of the past period on an as-is-
where-is basis. 

The GST intelligence department has 
issued show cause notices to the India 
offices of at least 10 foreign airlines per-
taining to services received by their head-
quarters and asked them to cough up 

GST at the rate of 18 per cent. 
Besides, the council 

might clarify the GST rates 
on a host of items, including 
on seats of cars and two-
wheelers. The fitment panel 
suggested an increase in tax 
rates on car seats to 28 per 
cent, from the current 18 per 
cent, to treat them on a par 

with two-wheeler seats.  
On the compensation cess, a status 

report is expected to be tabled before the 
council, including the likely timeframe 
within which the loan of ~1.1 trillion, bor-
rowed by the Centre in FY21 under a spe-
cial window and passed on to the states, 
could be repaid. Turn to Page 6 > 
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host of items 

such as car seats
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GST Council may clarify taxes  
for data-hosting firms
In FY22, the Centre borrowed 
another ~1.59 trillion from 
the markets. The status 
report may also highlight 
that the entire amount of 
provisionally admissible GST 
compensation for the period 
up to 30 June, 2022 has 
already been paid to all 
states. 

While introducing the 
GST regime on July 1, 2017, 
states were assured of com-
pensation for their loss of 
revenues till June 2022. The 
Centre later extended the 
levy, which is imposed on 
luxury, sin, and demerit 
goods, till March 2026 to 
repay the borrowings made 
in FY21 and FY22 -- the pan-
demic years -- to compensate 
the states. 

Between July 2017 and 
July 2024, the net collection 
of the GST Compensation 
Cess stood at ~7.61 trillion. By 
March 2025, the collection is 
expected to be at ~8.6 trillion. 

 “Despite this, there will 
still be a shortfall in the com-
pensation account as of 
March 31, 2025 after factor-
ing in back-to-back loans, 
interests, and so on,” the 
internal assessment is said to 
have observed. It underlined 

that to meet the shortfall, the 
compensation levy would 
have to continue beyond 
FY25 and well into FY26, say 
sources. 

Though the states' pro-
tected revenues were grow-
ing at 14 per cent compound 
annual growth after GST 
came into effect, the cess col-
lection did not keep pace. 
The pandemic further 
increased the gap between 
the projected revenue and 
actual revenue, including a 
reduction in cess collection. 

Among other agenda 
items, the Council is 
expected to take up relief to 
data-hosting firms by clari-
fying the tax treatment for 
software, Cloud computing, 
and whether they are eligible 
for export of services bene-
fits. It might also take up reg-
ularisation of past assess-
ment of casinos, online 
gaming, and horse racing. 

Clarity is expected on the 
tax rates on charging points 
and components of electrical 
vehicles. The fitment com-
mittee is of the view that the 
rates should stay at 18 per 
cent. Clarity could also come 
on tax treatment of snacks 
and namkeen items.

1.22 mn spam complaints  lodged in 2023: Trai
The Trai official highlighted 
that complaints lodged with 
telecom operators against 
these rogue callers ballooned 
to 1.22 million in 2023, up from 
307,000 in 2020. 

India currently has around 
16,000 registered telemar-
keters (RTMs), and telecom 
operators are required to take 
action against UTMs by issu-
ing warnings, imposing “usage 
caps” on the number of calls 
and messages they can make 
each day, or disconnecting 
services for repeat offenders. 
After a third violation, telemar-
keting connections can be dis-
connected for up to two years 
and the entities blacklisted. 

According to Trai state-
ment on Tuesday, telecom 
operators have blacklisted over 
50 entities and disconnected 

more than 275,000 mobile 
numbers of various kinds. 

A growing number of 
entities have started making 
promotional calls using 10-
digit mobile or landline 
numbers, often relying on 
autodialers or robocalls to cir-

cumvent regulatory provi-
sions. Data collected by Trai 
for the fourth quarter 
(January-March) of FY24 
shows that 85.3 per cent of SIM 
(subscriber identity module) 
cards in the country made 
fewer than 10 calls on average 
each day. In contrast, just 136 
SIM cards were responsible for 
making between 500 and 
1,000 calls daily and only four 
SIMs were making over 1,000 
calls — an average of 30,000-
plus calls per month. 

The disparity is even more 
pronounced for text messages. 
During Q4FY24, 111 million 
SIMs, representing 95 per cent 
of the telecom user base, sent 
one or fewer texts per day. 
However, 47,427 SIMs, or 
0.004 per cent of the user base, 
were responsible for sending 

more than 100 texts per day. 
In its consultation paper, 

Trai proposed mandatory user 
consent for automated calls 
and prior notification to tele-
com operators when using 
autodialers or robocallers for 
commercial communications. 
“We have also suggested that 
pre-recorded voice calls 
should adhere to an approved 
content template, given the 
prevalence of frauds in this 
category and the harassment 
of ordinary citizens,” another 
official added. 

Under the current regula-
tions, customers can block all 
promotional communications 
and manage the receipt of 
transactional communica-
tions. The regulator is consid-
ering further strengthening 
these measures.

Debtor days have fallen by  
13.8 days since 2018-19
The increase in online payments, which 
can clear transactions in seconds com-
pared to the days required for cheque 
payments, has contributed significantly 
to the reduction in the working capital 
cycle. Additionally, increased formalisa-
tion and government initiatives aimed at 
shortening payment timelines for smaller 
businesses may have further accelerated 
this shift, Choksey suggests. He believes 
the working capital cycle is only likely to 
improve further. 

Data analysis from recent years shows 
a decline in every component of the 
working capital cycle since 2018-19. The 
raw material cycle has decreased by 1.5 
days, and the finished goods cycle by 
another 0.5 days. 

However, the most significant 
improvement has been in debtor days, 
which represent the time required to col-
lect money from customers. Debtor days 
have fallen by 13.8 days since 2018-19. 
Also, companies are settling their debts 
faster, with creditor days down by more 
than a week. 

These efficiency gains coincide with 
improved profitability. Profit growth for 
companies in the Nifty 500 index was 

around 30 per cent in 2023-24, against 
single-digit growth recorded during the 
previous year, according to the June 2024 
Indian Strategy report from Motilal 
Oswal Financial Services, authored by 
research analysts Gautam Duggad, 
Deven Mistry, and Aanshul Agarawal. 

However, the current earnings sea-
son, reflecting the first quarter of 2024-
25, has been lacklustre, notes Satish 
Menon, executive director at Geojit 
Financial Services. Menon suggests it 
may take longer to discern the year’s 
trend. 

“We'll have to wait for the second 
quarter,” he says. 

Working capital can play a larger role 
in profitability during downturns, 
according to a 2014 study titled The 
impact of working capital management 
on firm profitability in different business 
cycles: Evidence from Finland by Julius 
Enqvist of Nordea Bank, Michael 
Graham of Stockholm University, and 
Jussi Nikkinen of the University of Vaasa. 
It found that “working capital manage-
ment is relatively more important in low 
economic states than in the economic 
boom state.”

Carmakers may be fined on target miss
This model shall apply to each financial 
year until FY30. 

Recycling must be done through 
automakers’ own or third-party RVSFs. 

In 2030-31, the requirement shall 
increase to 20 per cent of vehicles placed 
on the market in 2010-11 -- a model that 
shall apply for each financial year until 
FY35 for vehicles sold 20 years ago. From 
2035-36, the mandate shall rise to 30 per 
cent of automobiles completing 20 years 
on road. These targets may be revised, 
with the first category potentially 
reduced from 10 per cent to 8 per cent, 
the second from 20 per cent to 13 per cent, 
and the third from 30 per cent to 18 per 
cent, the sources said. 

The environment ministry, Siam, and 
the above-mentioned automobile com-
panies did not immediately respond to 
queries from Business Standard. 

If companies fail to meet the EPR tar-
gets, provide false information, or do not 
recover steel as required, the Central 
Pollution Control Board (CPCB) will be 
empowered to impose an “environmen-
tal compensation (penalty)” on them. 

The final regulations may also allow 
automakers to implement buyback 

schemes, deposit refund schemes, or 
similar initiatives to encourage cus-
tomers to sell or submit old vehicles to 
RVSFs, enabling companies to meet their 
EPR obligations, the sources said. 

The regulations will require RVSFs to 
generate an EPR certificate for auto-
makers based on the amount of steel 
extracted from processing end-of-life 
vehicles. This data must be uploaded to 
an online portal and verified by the CPCB 
or another authorised agency. 

These upcoming regulations specifi-
cally address steel recycling and do not 
cover other vehicle components like bat-
teries, tyres, and used oil, which have sep-
arate disposal and recovery regulations. 

The EPR regulations for automakers 
are similar to those issued last month, 
mandating that all new products made 
from non-ferrous metals — such as alu-
minium, copper and zinc — must con-
tain at least 5 per cent recycled content 
starting in the financial year 2027-28. This 
mandate will gradually increase, reach-
ing 10 per cent in FY29. By FY31, products 
made of aluminium must contain 10 per 
cent recycled content, copper 20 per cent, 
and zinc 25 per cent.

'Current licence gives us enough space’

What next after the Bajaj Housing 
Finance IPO? Any other subsidiary 
that you will look to list? 
Bajaj: First, this IPO is a combination 
of the high growth we have seen in the 
housing finance arm and our desire to 
diversify the sources of capital as 
we continue to fund this 
growth and also the Reserve 
Bank of India’s (RBI’s) 
requirement as an upper-
layer non-banking financial 
company (NBFC) to list before 
September 2025. As distinct from 
that, the two insurance companies 
are adequately capitalised. And their 
growth is being more than met by the 
internal capital they generate. So, 
there are no plans right now. 

The housing finance company is 
growing at a rapid pace. Is the 
regulator comfortable with the pace? 
Jain: Regulation in our assessment 
does not come only from growth. So 
far we never had a conversation with 
regulators where they have pointed 
out that we are growing very fast. I 
think the way regulators look at 
things is that they consider capital 
adequacy, corporate governance, the 
gross non-performing assets ratio, or 

whether you carry a systemic risk to 
the system overall or not. Compared 
to the market size, growth percentage 
is also a question of relativity. If you 
look from the inception till now, it will 
look like our growth percentage is 

very high. But from the overall 
market point of view, we remain 

very small. 

Would you look to bring down 
your dependence on bank 

funding? 
Jain: In that sense, we are fairly 
balanced because 51 per cent of our 
funding is from the banks. So we are 
not overly dependent on banks. There 
are two large sources of funding -- 
either you borrow more from the 
money market, or you borrow from 
the banks. We believe we are fairly 
balanced from a funding perspective. 
Regulators have never specified a 
percentage; they always say diversify 
the funding sources. We believe the 
mix of what we carry is a fair reflection 
of diversification. 

What are your plans for the 
affordable housing segment? 
Jain: We operate in all the segments 
today. The dominant portion of the 

book is non-affordable or the prime 
book, but there is a presence of the 
affordable book. We have been 
gradually entering all the segments. 
Each segment and sub-segment of 
the business is a nuanced segment. 
We need to grow it at a pace so that we 
understand. Opportunity is there in 
each segment of the market. There is 
opportunity in affordable and it is 
specifically governed by government 
initiatives as well as for housing for 
all. But it’s a nuanced business. 
Operational skills, processes and the 
technicalities of the business are 
different. So that’s why we are 
gradually building it. 

Would you look at a strategic investor 
after the IPO? 
Bajaj: We have to dilute by 25 per cent 
in three years’ time. And currently we 
are the strategic investor. We will look 
at all types of investors and get a good 

mix of high quality investors as we 
build the new company. 

Promoter stake dilution is 11 per 
cent. Do you have a road map on how 
you want to achieve the minimum 
public shareholding? 
Bajaj: It’s too early to have that road 
map. It will be driven by the growth of 
the housing finance company and 
capital requirements. And anything 
beyond that will be OFS. 

What is your vision for Bajaj Housing 
Finance? 
Bajaj: Want to build the best housing 
finance company of the future. 

Do you have clarity whether Bajaj 
Finserv or Bajaj Finance is eligible to 
apply for the banking licence? 
Bajaj: Our understanding is being a 
business group, we are not. But the 
regulatory licence available to us gives 

us more than enough space to build 
high-quality businesses as we have 
demonstrated in the past 17 years. 

How do you look at the competition, 
especially now that Jio Finance has 
entered the space? 
Bajaj: We think the market is large 
enough for many players. And we 
ourselves are a product of that 
opportunity. 

Why did you plan to trim the IPO size? 
Bajaj: The size has not been cut. We 
had a window of a year to come up 
with the IPO. We just had kept some 
headroom.  
Jain: OFS remains the same. It is the 
only minor reduction in the primary 
issue basis. 

How do you see the valuation 
comparison among your peers? 
Bajaj: We priced it keeping in mind 
what this size of business in the quality 
peer group has been, such that it is both 
rewarding for existing shareholders 
and for newer ones as well. 

What are your plans for Bajaj 
Finance’s credit card business? 
Bajaj: We are not permitted to do so 
unless the RBI gives us the licence. We 
can do it only with a bank. We have 
two tieups — with RBL Bank and  
DBS Bank. 

Have you applied to the RBI to have 
your own credit card? 
Bajaj: We have. 

More on business-standard.com

After three decades, a Bajaj group company is looking to list on the bourses.  
Bajaj Housing Finance, a 100 per cent subsidiary of India’s largest non-banking 
finance company Bajaj Finance, has priced its public offering at ~66-70 per equity 
share. It is looking to raise ~6,560 crore, of which fresh issues are worth ~3,560 
crore and the offer for sale (OFS) is ~3,000 crore.  
SANJIV BAJAJ, chairman and managing director, Bajaj Finserv, the holding 
company of Bajaj Finance, and ATUL JAIN, managing director, Bajaj Housing 
Finance, outlined the company’s growth plans beyond the IPO in an interview 
with Manojit Saha and Subrata Panda in Mumbai. Edited excerpts:

Mis-selling of  
life insurance 
policies at 
alarming  
level: Irdai
AATHIRA VARIER 
Mumbai, 3 September 

The alarming level of life insurance pol-
icy misselling has caught the attention 
of policymakers amid efforts by the 
insurance regulator to boost insurance 
penetration, a top official from the 
Insurance Regulatory and Development 
Authority of India (Irdai) said on 
Tuesday. 

According to Satyajit Tripathy, 
member-distribution at Irdai, while life 
insurance grievances often relate to pro-
duct issues, non-life insurance com-
plaints typically concern claim payments 
and exclusions. Addressing these griev-
ances is essential to increasing insurance 
penetration, he said. 

Speaking at the CII Financial Summit 
3.0 in Mumbai, Tripathy said: “The 
grouse in life insurance is about product 
misselling, and I must say it is at an 
alarming level. It has drawn the attention 
of policymakers. If we are talking about 
increasing penetration, selling various 
products, and making them affordable, 
these grievances must be addressed.” 

According to Irdai’s annual report for 
FY23, detailing grievance status as per 
the Bima Bharosa portal, the total 
number of grievances registered with life 
insurers stood at 124,293, with unfair 
business practices accounting for 20 per 
cent of complaints. For non-life insurers, 
the number of grievances stood at 78,347, 
with claims-related issues making up 66 
per cent of the total. 

In the non-life insurance sector, 
Tripathy said grievances were mostly 
related to claims — either rejections or 
underpayments. The majority of these 
complaints stemmed from health insur-
ance. 

He highlighted the role of artificial 
intelligence-driven processes in making 
claims seamless, particularly in retail 
motor insurance, where paperless claims 
processing has reduced trust deficits 
except in a few cases. 

Similarly, ongoing efforts by the 
health ministry, the Irdai, and other 
stakeholders to develop cashless facilities 
for health insurance are expected to bring 
a large portion of the population into the 
health insurance fold soon.

Sanjiv Bajaj, chairman &  
managing director, Bajaj Finserv

Atul Jain, managing director,  
Bajaj Housing Finance

Households set to 
rebuild financial 
assets as income 
rises, says Patra
ANJALI KUMARI 
Mumbai, 3 September 

With rising incomes, house-
holds are expected to grad-
ually rebuild their financial 
assets, reminiscent of the 15 
per cent of gross domestic pro-
duct (GDP) observed from the 
early 2000s until the global 
financial crisis, said Michael 
Debabrata Patra, deputy gov-
ernor of the Reserve Bank of 
India, on Tuesday. 

He added that households 
are likely to remain the pri-
mary net lenders to the econ-
omy in the coming decades. 

In India, the household 
sector typically generates sur-
plus savings relative to its 
investments, lending the 
excess to other sectors. Patra 
noted that the rebuilding pro-
cess has already begun, with 
household financial assets 
increasing from 10.6 per cent 
of GDP during 2011-17 to 11.5 
per cent during 2017-23, 
excluding the pandemic year. 

Concurrently, household 
physical savings have also 
risen after the pandemic, 
exceeding 12 per cent of GDP, 
and are likely to increase 
further, potentially approach-
ing the 16 per cent of GDP seen 
in 2010-11. 

“Going forward, boosted by 
rising incomes, households 
will likely build back their 
financial assets to levels simi-
lar to the 15 per cent of GDP 
observed from the early 2000s 
until the global financial crisis. 
This process has already 
begun, with household finan-
cial assets increasing from 10.6 
per cent of GDP during 2011-
17 to 11.5 per cent during 2017-
23,” he said while speaking at 
the CII Financing 3.0 Summit. 

However, he also noted 
that the net financial savings 
of households have nearly 
halved from their 2020-21 
levels. This decline is attrib-
uted to the unwinding of 
precautionary savings accu-
mulated during the pan-
demic and a shift from 

financial to physical assets, 
such as housing. 

Meanwhile, Patra added 
that the private corporate sec-
tor has sizeably reduced its net 
borrowings due to a combina-
tion of rising internal accruals 
and subdued capacity crea-
tion. However, with the 
expected revival of the capital 
expenditure cycle, the sector’s 
net borrowing needs are likely 
to rise, with funding primarily 
sourced from households and 
external resources. 

The public sector’s net dis-
saving has been moderating, 
though unevenly. Given the 
crucial role fiscal policy is 
expected to play in shaping 
India’s future, the public sector 
will likely remain a net bor-
rower in the economy. 

Regarding growth, he said 
that India’s journey from its 
current GDP levels to those 
envisioned for 2047 will be 
supported by higher saving 
and investment rates, driven 
by the rise in the working-age 
population. 

In the short term, a decade 
of rapid growth will be essen-
tial to build the momentum 
needed for sustained progress. 
Beyond that, even lower 
growth rates will be sufficient 
to propel the country forward. 

Most graft complaints against rail staff 
in 2023, followed by local bodies: CVC
Of the total corruption complaints received 
by the Central Vigilance Commission (CVC) in 
2023, the highest number was against 
railway staffers, followed by those in Delhi’s 
local bodies and public sector banks, a 
report by the anti-graft watchdog showed. 

As many as 74,203 graft complaints were 
received against all categories of officers/ 
employees , of which 66,373 were disposed 
of and 7,830 were pending, it said. 

The highest 10,447 complaints were 
made against railway employees, followed 
by 7,665 against staffers of “local bodies 
except GNCTD” (Government of National 
Capital Territory of Delhi) in the national 
capital. 7,004 corruption complaints were 
received against employees of public 
sector banks.  PTI

UNDER THE LENS 

DEPARTMENT-WISE COMPLAINTS (Top 5)  

Railway                              10,447 

Local bodies except GNCTD    7,665 

Public sector banks              7,004 

Delhi government               6,638 

Delhi Police personnel        5,313 
Source: Central Vigilance Commission 
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RBI Deputy Governor 
Michael Debabrata Patra said 
the private sector had cut its 
net borrowings due to a 
combination of rising 
internal accruals and 
subdued capacity creation

Union Agriculture Minister 
Shivraj Singh Chouhan on 
Tuesday launched a ~750 crore 
fund AgriSure to provide 
financial support to agritech 
startups even as he underlined 
the need for increasing public 
as well as private investments 
in the farm sector. 

The Union Cabinet on 
Monday approved seven 
schemes for the agriculture 
sector with an outlay of nearly 
~14,000 crore. 

The minister was speaking 
after launching an integrated 
Agri Investment Portal named 
KrishiNivesh and AgriSure 
fund at an event held here. 

The ~750-crore 'AgriSure' 

(Agri Fund for Startups & Rural 
Enterprises) will support start-
ups and 'agripreneurs' by pro-
viding both equity and debt 
capital. 

Chouhan asked startups to 
utilise this fund and assured 
that there would be no fund 
constraints for agritech start-
ups, which he said are playing 
an important role in the agri-
culture sector. 

“There is a need for invest-
ment in agriculture, not only 
from the government side but 
also private investments," he 
said, adding that the invest-
ment is required to boost pro-
duction and value addition in 
the sector. 

Agri minister launches 
~750 cr fund AgriSure


