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The automobile industry is
in a bind on the compensa-
tiou cc'ss issue and is hoping
tbr a reprieve from the
Centre.

'Ihe industry has already
approached Prime Minister
Narendra Modi and Finance
Minister Nirmala Sithara-
m'an over the last f'ew days,
seeking wayb to recover an
estirnated T2,500 crore tbr
the dealers.

'IMe are constantly in
touch with the Finance Min-
isny and hoping for the
best," Shailesh Chandra,
President, Society of Indian
Automobile Manufacftrers
(SIAM), told busuzess{ize on
the sidelines of SIAM's 55'r'
annual convention,

According to sources, in-
dustry representatives iue
again approaching the Fin-
ance Ministry on Fridaywith
a request for an immediate
solution to the compensa-
tion cess issue.

The recent ch'anges in
GST and the removal of the
compensation cess on auto-
mobiles have created a signi
ficant challenge fbr car deal-
ers in lndia, particularly
regalding their existirg
stocks.

WHA,I,SATSTAKE
When dealers purchased
vehicles flom manufacturers
before the ch:rnge in the CST
rate, they paid a higher tax
that included hoth GST and a

compensation cess.
This cess amourt was'.tn

"input tax credit" in their
books, which they wr:uld ad-
just 'against the cess they col-
iected fiom the final cus-
tomer, But, after the change
in the rate with the cess now
reraoved for most vehicles,
dealers cannot charge tifs
tax to customers from
September 22 when the new
GST rates kick in.

However, they still have a

l'arge balance of cess credit

on dre cars they have in
stock. The Federation of
Automobile Dealet's lssoci-
ations (h-aDA) has said that
there rvould be an estimated
cess loss of:rround 12,500
uore ro the dealers if the
goverffnent does not indic-
ate any soluticn to recover it
before September 22.

Both original equipment
manufaccurers (OEMs) as

well as dealers are stuckwith
the stock with high price, and
they will have to give re-
duced prices to the custom-
ers after September 22.

Speaking at FAD.{s Retail
Conclavc' on WednesdaY,
Cornmerce Minister Piyush
Go1,r1 assured the industry
that he would discuss the
cornpensation cess with the
Fina.nce fuIiruster.

Auto industry sources said
each company has to bear
losseswo*h crores of rupees
if the compensatiori cess was
not paid offor some soiution
is not ar'rived at.

[]or instance, sources at
Skocla Ruto Volksrvagen In-
dia, which has brturds like

Audi and Lamborgirinl, said
it vrould have compensation
cess amounting to around
T300 crore with all brar"ds
puttogether.

ITA'ANCU'IRAN$TER
ln a lerter dated September
8, automobile dealers urged
Priine Vlinister N'arendra
Modi that the balance lf ing
in compensation cess credit
Iedger as on September 21,
2025, be alicwed to be trans-
t'en'ed to the IGST/CGST
credit ledger.

"Such balance may then be
utilised for discharge of ri'g-
ular GST liabiliry (CGST/
SGST/IGST)," FADA said in
the ierter.

With the GST Counfil
subsurning compensation
cess for automobiles (de-
cision of September 3, 2025)
and implementation fvom
Seprernber 22, no fresh cess
lia;il;rwwiil arise on out\r,'irrd
suppliis, the autornobile
deaJers representative said.

FADA had written a sim-
ilar lemer on September 5 to
the Finance &{inister.
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