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FiInMin expects falling rupee

to make exportscomp

Ministry says other
currencies have
declined more,
giving the Indian
unit the edge

OURBUREAU
New Delhi,July 18

The US dollar has strengthened
by over 25 per centagainstthe ru-
pee in the last eight years, data
provided by the Finance Ministry
in the Lok Sabha reveals. Mean-
while, the Ministry said depreci-
ation of the rupee is expected to
boost export competitiveness,
though imports would also get
costlier.

According to data sourced
from the Reserve Bank of India,
the exchange rate of the INR
against USD was 63.33 on Decem-
ber 31, 2014, which touched 79.41
on July 11, 2022. During the cur-
rent calendar year till date, USD
has strengthened by about 7 per
cent.

Global factors
The data is part of a written an-
swer given by Finance Minister
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Nirmala Sitharaman on Monday.
Giving reasons for the fall in ru-
pee, she said: Global factors
such as the Russia-Ukraine con-

ict, soaring crude oil prices and
tightening of global nancial
conditionsare the major reasons
for the weakening of the INR
against the USD. Currencies such
as the British pound, the Japan-
ese yen and the euro have
weakened more than the Indian
rupee against the US dollar and,
therefore, the Indian rupee has
strengthened against these cur-
renciesin 2022.

The Indian stock markets have
seen a strong out ow of foreign
portfolio investment and it is
one of the major reasons for the
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weakening of the rupee. In the
current scal (from April 1 till
date), FPIs have withdrawn
around $14 billion, due mainly to
rising interest ratesin the US.

Sitharaman said the nominal
exchange rate is only one of the
factorsthatimpactsaneconomy.
The depreciation of a currency
is likely to enhance export com-
petitiveness which, in turn, im-
pacts the economy positively.
The depreciation also impacts
imports, by making them more
costly, she said, while adding
that the RBI regularly monitors
the foreign exchange market
and intervenes in situations of
excessvolatility.

She also listed measures to

War effect: Pharmaexports to
Russia down 24% in April-May

Russia is the fourth
largest market for
Indian companies

G NAGA SRIDHAR
Hyderabad, July 18

Indian pharma exports to
Russia have dropped 24 per

cent due to the raging
Ukraine war.
In  April-May, exports

dipped to $68 million from
$89 million in the same
period last year, according
to data from the Pharma-
ceutical Export Promotion
Council (Pharmexcil), an
arm of the Ministry of
Commerce.

The geopolitical situation
marked by the continuing
war, and payment issues
have led to a decrease in ex-
ports but we believe this is a

temporary issue, R Uday
Bhaskar, Director-General,
Pharmexcil, told

BusinessLine.

Russia has been a signi c-
ant market for Indian drug-
makers with diverse exports
including drugs and formu-
lations, bulk drugs, interme-
diates, biologics, vaccines,
Ayush, herbals and surgic-
als. The total exports to Rus-
sia from India increased 1.21

Pharma exports to Russia during April-May 2022 were pegged at
$68 million against $89 million the same period last year

per cent in 2021-22 at $597
million compared with $590
million in 2020-21.

Q1 results may be affected
According to the director of
a Hyderabad-based listed
pharma company, the rst
quarter performance of
pharma companies with a
major presence in the Rus-
sian market would have
some adverse impact in
view of the Russia situation.

Contrary to initial expect-
ations, the war has been pro-
longing with no end in
sight. The rst half of the

current scal will surely wit-
ness some kind of impact,
he added.

Russian share

Russian market accounts for
about 60 per cent of total ex-
ports to CIS countries, which
accounted for 4.6 percent of
India s total pharma exports
of $24.6 billion in nancial
year 2021-22.

Its the fourth largest ex-
port market for India, ac-
counting for signi cant rev-
enues for some Indian drug
majors including Dr Reddy s
Laboratories.

CA Institute revises guidance

note on CARO 2020

Revision follows
amendments to
Schedule Il of
Companies Act

KR SRIVATS
New Delhi, July 18

The CA Institute has come
out with a revised guidance
note for the Companies Aud-
itors Report Order (CARO)
2020, which placed more
onus on statutory auditors
regarding ful lling their
professional
responsibilities.

The members of the Insti-
tute of Chartered Account-
ants of India (ICAI) are now
required to go with the re-
vised guidance note while is-
suing their report on CARO
for the nancial statements
of companies under the
Companies Act 2013.

CARO 2020 is the over-
hauled auditor s report to ac-
company companies bal-
ance sheets for the nancial
year commencing on or after
April 1, 2021 (FY 21-22).

Three versions

Under the Companies Act
2013, there has been three
versions of CARO which
speci es the format of the
auditor report on company
nancial statements in
2015, 2016 and 2020. The
latest ICAlI move to revise the
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note (initially issued in
2020) comes primarily in the
wake of the governments
amendments made to Sched-
ule 11l to the Companies Act,
2013 in March 2021

Schedule III, as amended,
requires various disclosures
to be made by companies in
their nancial statements.
Some of these disclosure re-
quirements mirror the re-
quirements in CARO 2020,
such as title deeds of immov-
able properties, revaluation
of property, plant and equip-
ment and intangible assets,
proceedings for holding be-
nami property, borrowings
from banks or nancial insti-
tutions on the basis of secur-
ity of current assets, grant-
ing loans/advances which
are either repayable on de-
mand or without specifying
any terms or period of repay-
ment, undisclosed income
under the Income Tax Act,
1961 and company declared
as wilful defaulter.

The other new elements of
Schedule 1l included bor-
rowings not used for the spe-
ci ¢ purpose for which bor-

rowings were obtained,
disclosure of certain ratios
and details of corporate so-
cial responsibilities activit-
ies, etc.

These requirements have
been incorporated in Sched-
ule Il after the issuance of
earlier guidance note on
CARO.In light of aforesaid
amendments, speci ¢ guid-
ance has been included for
the auditors in the CARO re-
vised Guidance Note. Audit-
ors should consider these ad-
ditional  discsloures in
Schedule 111 to the Compan-
ies Act, 2013 while issuing
their report on CARO , San-
jeev  Kumar, Chairman,
Auditing and  Assurance
Standards Board (AASB) of
ICAI, told BusinessLine here.

Put simply, the Ministry of
Corporate A airs had in
2020 issued a new CARO ver-
sion that required an aud-
itor to report a pre-identi ed
list of areas and events.
While the earlier version (in
2016) had 16 clauses, the new
one issued in 2020 had 21
clauses.

Unlike CARO 2016, which
required reporting on all

xed assets, the new require-

ments focus on property,
plants, equipment and in-
tangible assets. Reporting of
proceedings under the Be-
nami Transactions (Prohibi-
tion) Act, 1988 was also
included.

etitive

checktheslide of the rupee. Inre-
cent months, the RBI has raised
interest rates to increase the at-
tractiveness of holding Indian
rupees for residents and non-res-
idents. Forthis, theRBlexempted
Incremental Foreign Currency
Non-Resident (Bank) [FCNR(B)]
and Non-Resident (External) Ru-
pee (NRE) deposits from the
maintenance of CRR and SLR up
to November 4, 2022. Also, fresh
FCNR(B) and NRE deposits have
been exempt from the extant
regulationoninterestrates, toal-
low banks to provide higher in-
terest rates till October 31, 2022,
as compared to domestic rupee
term deposits, with a view to at-
tract foreign currency deposits.
The external commercial bor-
rowing limit (under automatic
route) has been raised to $1.5 bil-
lion and the all-in-cost ceiling by
100 bps in select cases up to
December 31, 2022. Further,
banks in the Authorised Dealer
Category-l have been allowed to
utilise overseas foreign currency
borrowing for lending in foreign
currency to entities for a wider
set of end-use purposes, subject
to the negative list set out for ex-
ternal commercial borrowings.

‘No GST on packages of food
Items weighing more than 25 kg/I

However, multiple
retail packs
breaching 25 kg/I
threshold will be
taxed, clari es CBIC

SHISHIR SINHA
New Delhi,July 18
The Central Board of Indirect
Taxes & Custom (CBIC) has cla-
ri ed that a single packet of
cereals, pulses, rice, our etc.
weighing more than 25 kg or
25 litres will not attract Goods
& Services Tax (GST). However,
multiple retail packs totalling
25 kg or more will attract GST.
Meanwhile,  government
sources said that recommend-
ation to levy GST on pre-pack-
aged was made by the GST
Council based on the sugges-
tion of Group of Ministers. It
is not a decision by the Central
government, asourcesaid.He
added that both the GST Coun-
cil and the GoM have repres-
entation from Opposition-
ruled States also. He pointed
out that many foodgrains used
to attract VAT in pre- GST days.
It is clari ed that a single
package of these items [cer-
eals, pulses, our etc.] contain-

ing a quantity of more than 25
kg/25 litre would not fall in the
category of pre-packaged and
labelled commodity for the
purposes of GST and would
therefore not attract GST,

CBICsaid in aset of Frequently
Asked Questions (FAQ), re-
leased on Sunday.

However, if several packages
intended for retail sale to ulti-
mate consumer, say 10 pack-
ages of 10 kg each, aresoldina
larger pack, then GST would
apply to such supply. Such
package may be sold by a man-
ufacturer through distributor.
These individual packs of 10 kg
each are meant for eventual
sale to the retail consumer,
the FAQ said.

However, a package of say
rice containing 50 kg (in one
individual package) would not
be considered a pre-packaged
and labelled commodity for
the purposes of GST levy, even

if rule 24 of Legal Metrology
(Packaged Commodities)
Rules, 2011, mandates certain
declarations to be made on
such awholesale package.

De nition

Based on the GST Council re-
commendation, the govern-
ment noti ed imposition of
GST on pre-packaged, pre-la-
belled items with e ect from
Monday. This enables imposi-
tion of GST on speci ed goods
when bearing a registered
brand or brand in respect of
which an actionable claim or
enforceable right in a court of
law is available to imposition
of GST on such goods when
pre-packaged and labelled .
Such a change covered items
such as curd, lassi, butter milk,
rice, wheat, wheat our beside
number of dairy and food-
grains. The de nition of pre-
packaged and labelled in the
Legal Metrology Act, 2009 has
been wused for this new
provision.

The government has also
clari ed that supply to hotels,
canteens etc. will not attract
GST. Also, loose sale from a
packet of 25 kg will not attract
GST.

Tradersplan
nationwide
protestagainst
tax hikes

REUTERS
New Delhi,July 18

Indian traders and shopkeep-
ers will hold a nationwide
protest next week against a
hike in taxes on a range of
products and services, includ-
ing food grains and house-
hold items, that went into ef-
fect on Monday, a top o cial
of a leading traders group
said.

The 5 per cent tax on a
range of food products -
which remained tax free so far
- and hike in rates on other
household items has in-
creased the in ation burden
on the public and traders,
said Pravin Khandelwal, pres-
ident of the Confederation of
All India Traders, which rep-
resents more than 10 million
small  shopkeepers and
wholesalers.

He said the groups mem-
bers would launch a nation-
wide series of protest meet-
ings on July 26, starting in
Bhopal.

Atax increase was approved
last month to 18 per cent from
12 per cent for certain goods
and  services, including
kitchenware.
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