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CA. Nihar N Jambusaria 
PrEsidENt, iCAi

“It is never too late to be what you might have been.” - George Eliot

My Dear Students,

As the year 2021 draws to a close, it is time for introspection, 
to do a self-evaluation, weighing your endeavours with 
results, strengths with weaknesses, core competence 

with inadequacies and most importantly your achievements 
with what still remains to be achieved in your check list. This 
has been the year of redemption, getting things back on track, 
tiding over unprecedented challenges and disruptions caused by 
the pandemic by springing back into action and infusing a whole 
new hope, undeterred faith, positive energy and  resilience in our 
unrelenting efforts. 
As you reflect upon your progress during the year, you would 
realize that the desired  outcomes  are due to concurrence 
of various positive factors such as timely information, good 
guidance, meticulous planning and impeccable execution of your 
action plan. Any activity, big or small, important or ordinary if 
performed mindfully with a clear vision, incisive thought process, 
and earnest efforts with attention to details is most likely to yield 
desirable results.
I extend heartfelt wishes to all our students who are writing the 
upcoming CA examination. You need to stay focused and give 
your best. I am sure that with your consistent conviction and 
persistent efforts you will do exceedingly well and attain success. 
I am confident that most of you must have attempted Mock Test 
Paper Series I & II, tested yourself in real-time, identified the 
shortfalls and improved upon them. You must have attended 
the Counseling sessions that followed  to render handy tips 
for swift revision, smart selection of questions and structured 
presentation for maximum performance and soaring scores. 
These would have further raised your confidence and enhanced 
your preparation.

Success Strategies for examination  
While you would be busy in revision, reviewing and recapitulating 
important concepts before the examination, you need to envisage 
how you would spend those three crucial hours during the 
examination. Initial reading time must be best used to intently 
read the question paper, making a careful selection of questions 
to attempt, and allocating sufficient time while putting aside time 
for revision. 
Structure your answer before you start penning it to avoid 
cuttings/omissions. Present your answers in pointers to enhance 
the readability. Maintain your composure and be mindful of time. 
Most important is that you must relax for sometime to rejuvenate 
your mind and body before starting to prepare for the next exam. 

Query resolution at icAi 
The ICAI has always been sensitive towards your issues and 
responsive towards your needs. We have a comprehensive system 

to resolve queries and redress grievances with respect to various 
aspects of the CA Course, whether these are about registration, 
procuring the study material or myriad facets related to education, 
training and examination. The sections/departments responsible 
for facilitating timely information and addressing your queries are 
enumerated as under:
 SSP (Self Service Portal for Students) Portal for 

Registration: Any query related to this portal can be sent 
to ssp.student@icai.in. Status information can be sought 
from central and western regional offices, contact details are 
available at:

 https://resource.cdn.icai.org/53958list-contacts-cro.pdf
 https://resource.cdn.icai.org/33499list-contacts-wro.pdf
 Queries pertaining to CDS (Centralized Distribution 

System) Portal for procurement of Study Material and 
other publications may be sent to cdsonline@icai.in

 BoS (Board of Studies): For any generic query with 
respect to current guidelines about the scheme, activities/
initiatives undertaken by BOS you may contact officials, 
details mentioned at the Link: https://resource.cdn.icai.
org/54417icaicontacts_bos.pdf. Subject specific queries can 
be sent to respective BoS faculty, details available at the Link: 
https://resource.cdn.icai.org/29574contact-bos-faculty- 
19221.pdf. 

 Queries may also be sent at the mobile application ‘ICAI 
BOS’ which has been launched by the ICAI for providing all 
students related resources at one place.

 MSS (Members and Students’ Section): All queries relating 
to issues about  practical training/article-ship should be sent 
to mss@icai.in; msshead@icai.in

 Examination: Queries with reference to information, 
registration, any activity or procedure undertaken by 
examination section can be sent to exam officials, details 
available at: https://www.icai.org/post.html?post_id=4368

 E-Sahaayata Portal: Any query pertaining to activities 
related to any of the aforestated sections other than subject 
specific queries may also be sent to this portal.

You are advised to send specific queries with complete details to 
the concerned sections only, to avoid redundancy. 

integrated Subject capsules: Knowledge bytes 
I am happy to note that this regular feature is becoming 
increasingly popular amongst our students as it presents relevant 
details in a crisp  and focused manner for a quick recapitulation. 
The current issue features Paper-2A ‘Business Laws’ for 
CA Foundation, Paper-8B ‘Economics for Finance’ for CA 
Intermediate and Paper-6D ‘Economic Laws’ for CA Final. 
I hope the latest edition shall benefit you, serving the purpose 
to provide synopsized versions of vital topics in the subjects for 
revision before examination. 
As students, you must strive to enrich your level best. It would 
encourage you to devise your own mechanism to resolve 
problems/issues, in the process enabling you to explore new 
pathways for learning. 
The revolutionary educationist Anthony J. D’Angelo puts it as: 
“Develop a passion for learning, if you do, you will never cease 
to grow.”
Warm Wishes for a wonderful Christmas and a promising New 
Year’s eve!
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“Whatever you are, be a good one.” - Abraham Lincoln

real-time environment at your own convenience and view the model 
solution to enhance your presentation skills and maximize your score 
in the examination.
You are advised to refer to the Recorded lectures in case you have 
a problem comprehending any topic or concept. Also, go through 
the Revisionary Test Papers (RTPs)/ solution set as well as the 
compilation of subject capsules i.e. Referencer for Quick Revision 
to recapitulate important concepts/topics and questions asked on 
these in the previous examination.
You can send discrete queries/doubts pertaining to subjects to the 
faculty at the BoS  in the ‘Ask Your Query’ option of the Mobile 
Application ‘ICAI BoS’. Be assured, your query shall be answered 
at the earliest, within 48 working hours. It is heartening to note the 
prompt response of the BoS faculty. To date, more than 2000 queries 
have been answered to the satisfaction of our students.
During the examination, it is extremely important to maintain your 
physical as well as mental health. You should eat well, take proper 
rest and follow a light exercise regime. You may go for brisk walks to 
improve your concentration. Start your day early; revise all important 
topics well within time. On exam days, reach the examination centre 
ahead of time and be calm and composed while taking the exam. Do 
your best and forget the rest!     

Subject capsules for a quick recap
The current issue features abridged contents in Paper-2A ‘Business 
Laws’ for CA Foundation, Paper-8B ‘Economics for Finance’ for 
CA Intermediate and Paper-6D ‘Economic Laws’ for CA Final. 
I exhort you to read the feature intently for reviewing vital topics in 
the said subjects. 
As students, you must inculcate a habit of reading leading economic 
dailies or journals to enhance your knowledge beyond the curriculum. 
Keep yourself abreast with the current global business environment 
and trends in accounting. This would give you an idea about where the 
profession is headed in times to come so that you can prepare ahead of 
interviews and group discussions with ease. 
Think about big things while you are doing small things so that all 
small things go in the right direction to achieve something BIG!  
Best Wishes for a Warm and Cheerful Christmas!  
All the best,

CA. JAy ChhAirA
CHAIRMAN, BOARD OF STUDIES (ACADEMIC)

My Students, 

A nother year is fading into history, giving way for a new 
one. As the year wraps up, it is time for you to count 
your achievements vis a vis your aspirations. You need to 
contemplate seriously upon your current state, where you   

intend to be and how you would get there. Evaluate your knowledge 
level and skills to identify the core areas or upcoming thrust areas 
in the profession where you need to spruce up your knowledge and 
enhance your skills. Analyse your strengths and critically examine 
your habits, actions/deeds to calibrate whether you need to do more 
to scale up your efforts in order to accomplish your goals. 

While your achievements, however big or small raise your confidence 
in your capabilities, assure yourself that you are on the right path 
and gradually getting there. Your aspirations motivate you to keep 
striving to get better by the day to achieve  much more than you had 
envisaged. Remember, even the smallest achievements pave the way 
to great success and your aspirations make you find opportunities. 
I convey my best wishes to all of you who are going to appear in the 
upcoming examinations. I sincerely hope that you meet with success 
and fulfil your dreams.  

boS: Your Knowledge bank 
The Board of Studies has always been the facilitator for our students’ 
community, be it upgrading the knowledge resources to regale your 
learning needs or offering a wide spectrum of amenities/services to 
provide timely information, guidance and support to resolve your 
queries. Lately, we at the BoS have not only refurbished the knowledge 
creation and delivery systems but also introduced several initiatives/
platforms to sort out your subject-specific/technical doubts. These 
include:
•	 The	 long-awaited	Revised Study Material for May, November 

2022 examinations for Foundation, Intermediate and Final has 
been released. Due diligence has been taken to ensure that the 
material is error-free and replete with elucidating illustrations, 
self-explanatory examples and numerous exercises for practice. 
Physical copies can be ordered at the Central Distribution System 
(CDS) Portal and can also be downloaded at the BoS Knowledge 
Portal: https://www.icai.org/post/bos-knowledge-portal. I urge 
you to refer to the upgraded material and give your valuable 
suggestions to enable us to further enrich it.

•	 Mock Test paper Series-II were conducted  to further assess your 
preparation and performance followed by Counseling Sessions 
that were conducted at the branch level to provide valuable tips 
and cues to articulate your answers better and clarify specific 
queries pertaining to subjects.   

I hope that you must have attended these, in case you missed, you 
may attempt the MTPs uploaded at the BOS Knowledge Portal in the 
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Ca fiNal - PaPer 6D - eCoNomiC lawS

CaSe StuDy 1

This capsule on Paper 6D: Economic Laws, Final (New) course is another step of the Board of Studies in its endeavour 
to provide quality academic inputs to Final course students of Chartered Accountancy course. This is an open book 
examination and duration is 4 hours. The question paper would comprise of five case studies of 25 marks each, out 
of which the student would be required to attempt any four. Students must divide their four hours between four case 
studies to be answered meticulously. Once the case studies have been opted, give them a comprehensive reading 
while attempting the same. Some of the illustrative case studies have been provided below for practice purpose. 
Students are suggested to solve the same in examination condition and check for the answers only after attempting 
the case studies.

Nadus (P) Ltd. is engaged in the business of real estate since 
12 years. The company is founded by two friends, Mr. Mayur 
Agarwal and Mr. Neerav Sutaria, who are also its directors. Mr. 
Urmil Dave, brother in law of Mr. Mayur, is the manager of the 
company. 

It had acquired 10% shares of a company in Egypt, named 
Belashom LLC which is engaged in the construction of 
commercial premises. Recently, it had received some bonus 
shares from the said company. 

Belashom LLC was looking for a commercial property in 
India for opening its branch office in order to expand its business. 
For that purpose, Mr. Franklin, an international real estate agent 
in Egypt was contacted by Belashom LLC and he told that one of 
his clients in India, a private limited company named Autukya 
(P) Ltd., wanted to sale, one of its commercial properties in India. 

After going through the details of the said property, 
Belashom LLC became interested in such property and it was 
decided to send Mr. James, a director of Belashom LLC to India 
to meet the client of Mr. Franklin in India and finalise the deal 
for the property.

Mr. Neerav who was on a visit to meet his old friend in 
Bhutan, came to know that Mr. James was going to visit India. So 
he shortened his trip and came to India bringing 30,000 INR in 
form of currency notes with denominations of R100 and 20,000 
INR in form of currency notes with denominations of R500, 
respectively, received as a gift from his friend. 

Mr. James visited India bringing with him, some amount of 
Egyptian Pounds (EGP) as follows:-

Particulars EGP
Currency Notes 90,000
Bank Notes 30,000
Travelers Cheque 22,500
Mr. Neerav accompanied him. Mr. James met the 

representative of Autukya (P) Ltd., Mr. Rajiv and after two 
rounds of discussion between them; the deal for the property was 
finalized for R650 lakhs. Autukya (P) Ltd. remitted 4,50,000 EGPs 
to Mr. Franklin as commission amount out of its EEFC account. 
All the expenses incurred by Mr. James in INR on account of his 
boarding, lodging and travelling in India were paid by Nadus (P) 
Ltd., which was going to be reimbursed later on by Belashom 
LLC.  

Nadus (P) Ltd. was developing a real estate project in 
Mihan area of Nagpur City named ‘Suvas’. It had made certain 
agreements with real estate agents mainly operating in that area 

which required the said agents to promote and negotiate deals, 
only, for the units in Suvas and not for any other real estate 
project in Mihan area and for entering into such agreement, a 
lumpsum amount was paid to such agents in cash.   

Vikrama Builders (P) Ltd.’s business was affected due to such 
arrangement of Nadus (P) Ltd. and so it filed a complaint with 
the authority under RERA against such arrangement. The case 
was assigned to Mr. Sumit Joshi, a RERA member. Mr. Sumit, in 
order to understand the arrangement being made by Nadus (P) 
Ltd. with the real estate agents, contacted his close friend, Mr. 
Aman who was a real estate agent, and asked him to enter into an 
agreement with Nadus (P) Ltd. as normal and then provide him 
all the details of such agreement. 

Mr. Aman did the same and provided all the details to Mr. 
Sumit. Mr. Sumit discussed the matter with the other members 
of the authority under RERA in the meeting of the authority and 
it was decided that such agreements made by Nadus (P) Ltd. 
affected competition in the relevant market and so the case was 
referred to the Competition Commission of India. However, the 
required quorum was not present throughout the said meeting of 
the authority under RERA.

The CCI on receipt of such reference from the authority 
under RERA initiated an inquiry into the matter and formed an 
opinion on the existence of prima facie case and directed the 
Director General to cause an investigation into the matter. 

The Director General, during the investigation, received 
certain evidences on affidavit from few employees of Nadus (P) 
Ltd. Certain books and papers of Nadus (P) Ltd. were also called 
for by the Director General which he kept in his custody for 2 
months. 

The Director General found that the Company Secretary of 
Nadus (P) Ltd., Mrs. Ridhima Sen, had assisted in drafting the 
impugned agreements with the real estate agents. Mr. Urmil, 
the manager, however, pleaded before the Director General, that 
though he knew of such agreements being entered into by Nadus 
(P) Ltd., he never gave his consent to such an act of the company. 

The copy of the report of investigation was forwarded 
by the CCI to Nadus (P) Ltd. and the authority under RERA, 
respectively. 

After making further inquiry, the CCI closed the matter and 
passed a cease and desist order as well as a penalty order to pay 
an amount equivalent to 25% of the revenue earned by Nadus (P) 
Ltd. by making such anti-competitive agreements with the real 
estate brokers. 
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On the basis of the given facts, answer the following questions: 
Multiple Choice Questions
1. Whether Mr. Neerav has validly brought INR currency notes 

into India?
(a) No, Mr. Neerav has brought in excess R25,000 from the 

prescribed limit.
(b) Yes, as there is no restriction of bringing any amount into 

India from Nepal or Bhutan.
(c) No, Mr. Neerav has brought INR currency notes with 

denominations of R500.
(d) Yes, if Mr. Neerav has provided declaration in respect of 

the same to the Custom Authorities.

2. Whether it was necessary for Mr. James to provide any 
declaration to the Custom Authorities of India in respect of 
the Egyptian Pounds brought by him into India, if 1 USD = 
15 EGPs?
(a) No, as Mr. James is a person resident outside India
(b) Yes, as the amount of currency notes exceeded $ 5,000 in 

equivalent
(c) No, as the aggregate of EGPs in all forms did not exceed 

$ 10,000 in equivalent
(d) No, as there is no restriction in bringing foreign 

exchange, without any limit, in any form in India.

3. Whether it was mandatory for the CCI to forward the copy 
of the report of investigation to Nadus (P) Ltd. and the 
authority under RERA, respectively? 
(a) Yes, as based upon such report, Nadus (P) Ltd. would 

have been able to draft its response to the CCI and 
because of reference of the authority under RERA, such 
investigation was caused to be made.

(b) It was optional for the CCI to forward the copy of the report 
of investigation to Nadus (P) Ltd. but it was mandatory to 
forward the same to the authority under RERA.

(c) It was optional for the CCI to forward the copy of the 
report of investigation to Nadus (P) Ltd. and in case of 
the authority under RERA, report was only required to 
be forwarded if it was required by such authority.

(d) It was mandatory for the CCI to forward the copy of the 
report of investigation to Nadus (P) Ltd. as it was the 
party under investigation and in case of the authority 
under RERA, report was only required to be forwarded 
if it was required by such authority.

4. Whether the Director General was having the authority to 
exercise such powers as were exercised by him during the 
investigation?
(a) He was having the authority to exercise such powers only 

if the prior permission of the CCI was obtained in that 
regard. 

(b) He was having the power to receive evidences on 
affidavit but was not having the power to keep the books 
and papers of Nadus (P) Ltd. in his custody.

(c) He was having the power to receive evidences on affidavit 
as well as to keep the books and papers of Nadus (P) Ltd. 
in his custody, respectively.

(d) He was having the power to receive evidences on affidavit 

but for keeping the books and papers of Nadus (P) Ltd. in 
his custody, prior permission of the CCI was required.

5. Which of the following persons would be deemed to be guilty 
of the contravention committed by Nadus (P) Ltd. of the 
provisions of the Competition Act, 2013?
(a) Nadus (P) Ltd., Mr. Mayur, Mr. Neerav and Mrs. Ridhima, 

respectively.
(b) Nadus (P) Ltd. only.
(c) Nadus (P) Ltd., Mr. Mayur and Mr. Neerav, respectively.
(d) Nadus (P) Ltd., Mr. Mayur, Mr. Neerav, Mr. Urmil and 

Mrs. Ridhima, respectively. 

Descriptive Questions

6. (i) Whether Nadus (P) Ltd. was having any prohibition on 
making investment in Belashom LLC?

 (ii) Whether Nadus (P) Ltd. was required to take any 
permission for receiving bonus shares from Belashom 
LLC?

7. (i) Whether Nadus (P) Ltd. was permitted to make payment 
for meeting expenses of Mr. James in India?

 (ii) Whether Autukya (P) Ltd. was required to have any 
permissions for remitting the amount of commission to 
Mr. Franklin, if 1 USD = 15 EGPs and 1 USD = R75?

8. (i) Whether any action can be taken against Mr. Sumit for 
inducing his friend, Mr. Aman to enter into an agreement 
with Nadus (P) Ltd.?

 (ii) Whether the authority under RERA was having the power 
to make reference to the Competition Commission of 
India in respect of the case of Nadus (P) Ltd.?

ANSWERS TO CASE STUDY 1

1. (c) As per Master Direction No. 17 – Import of Goods and 
Services:

 (i) Any person resident in India who had gone out of India 
on a temporary visit, may bring into India at the time of 
his return from any place outside India (other than from 
Nepal and Bhutan), currency notes of Government of 
India and Reserve Bank of India notes up to an amount not 
exceeding R25,000 (Rupees twenty five thousand only). 

 (ii) A person may bring into India from Nepal or Bhutan, 
currency notes of Government of India and Reserve 
Bank of India for any amount in denominations up to 
R100/-.

  Mr. Neerav came to India bringing 30,000 INR in form of 
currency notes with denominations of R100 and 20,000 
INR in form of currency notes with denominations of 
R500, respectively, received as a gift from his friend. 

  It can be said that Mr. Neerav has not validly brought 
20,000 INR in form of currency notes with denominations 
of R500 into India.

2. (b) As per Master Direction No. 17 – Import of Goods and 
Services:

 Import of Foreign Exchange into India: A person may– 



  eConoMIC LAws

 The Chartered Accountant Student   December 2021   07

 (i) Send into India, without limit, foreign exchange in 
any form (other than currency notes, bank notes and 
travelers cheques); 

 (ii) Bring into India from any place outside India, without 
limit, foreign exchange (other than unissued notes), 
subject to the condition that such person makes, on 
arrival in India, a declaration to the Custom Authorities 
at the Airport in the Currency Declaration Form (CDF) 
annexed to these Regulations; 

  Provided further that it shall not be necessary to make 
such declaration where the aggregate value of the foreign 
exchange in the form of currency notes, bank notes or 
travelers cheques brought in by such person at any 
one time does not exceed USD 10,000 (US Dollars ten 
thousand) or its equivalent and/or the aggregate value 
of foreign currency notes (cash portion) alone brought 
in by such person at any one time does not exceed USD 
5,000 (US Dollars five thousand) or its equivalent.

  Here, it is given that 1 USD = 15 EGPs and Mr. James has 
brought with him following Egyptian Pounds (EGP):-

Particulars EGP Converted to USD
Currency Notes 90,000 6,000
Bank Notes 30,000 2,000
Travelers Cheque 22,500 1,500
Total 1,42,500 9,500

  Thus, it was necessary for Mr. James to provide 
declaration to the Custom Authorities of India in respect 
of the Egyptian Pounds brought by him into India as the 
amount of currency notes exceeded $ 5,000 in equivalent.

3. (b) As per Section 26 of the Competition Act, 2002, the 
Commission may forward a copy of the report of the Director 
General to the parties concerned.

 The Commission shall forward a copy of the report of the 
Director General to Central Government or the State 
Government or the statutory authority if the investigation is 
caused to be made based on reference received from them.

 Thus, it was optional for the CCI to forward the copy of the 
report of investigation to Nadus (P) Ltd. but it was mandatory 
to forward the same to the authority under RERA.

4. (c) As per Section 41 of the Competition Act, 2002, the 
Director General shall assist the commission in investigating 
into any contravention of the provisions of this Act or any 
rules or regulations made thereunder when so directed by 
the Commission. 

 The Director General shall have all the powers as are 
conferred upon the commission under section 36(2) i.e. 
power vested with the civil court.

 The power vested with inspector under sections 217 
(Production of documents and evidence) and 220 (Seizure 
of documents by the inspector) of the Companies Act, 2013, 
shall available to Director General while investigating or any 
other person investigating under his authority.

 Thus, the Director General was having the power to receive 
evidences on affidavit, as powers of a civil court are vested 

upon him as well as to keep the books and papers of Nadus 
(P) Ltd. in his custody, as he has been vested with the powers 
of an inspector under Section 217 of the Companies Act, 
2013.

 Note: As per Section 217(3) of the Companies Act, 2013, the 
inspector shall not keep in his custody any books and papers 
produced under sub-section (1) or sub-section (2) for more 
than one hundred and eighty days and return the same to the 
company, body corporate, firm or individual by whom or on 
whose behalf the books and papers were produced. 

5. (d) As per Section 48 of the Competition Act, 2002, where a 
company committing contravention of any of the provisions 
of this Act or of any rule, regulation, order made or direction 
issued thereunder, then following shall be deemed to be 
guilty of the contravention; hence liable to be proceeded 
against and punished accordingly; 

 Every person who, at the time the contravention was 
committed, was in charge of, and was responsible to the 
company for the conduct of the business of the company, as 
well as  the company. 

 Any such person who is liable to any punishment, if he 
proves that the contravention was committed without his 
knowledge or that he had exercised all due diligence to 
prevent the Commission of such contravention, then he will 
not be punishable. 

 Where it is proved that the contravention has taken place 
with the consent or connivance of or is attributable to any 
neglect on the part of, any director, manager, secretary 
or other officers of the company, then he also be deemed 
to be guilty of that contravention and shall be liable to be 
proceeded against and punished accordingly. 

 For the purposes of this section, company means a body 
corporate and includes a firm or other association of 
individuals, and director in relation to a firm, means a 
partner in the firm.

 Here, the persons that would be deemed to be guilty of the 
contravention committed by Nadus (P) Ltd. of the provisions 
of the Competition Act, 2002 would be- Nadus (P) Ltd., Mr. 
Mayur, Mr. Neerav, Mr. Urmil and Mrs. Ridhima, respectively.

 Mr. Mayur, Mr. Neerav and Mr. Urmil are the persons 
responsible to the company for the conduct of the business of 
the company.  Though Mr. Urmil never gave his consent to such 
an act of the company, however, he was having the knowledge 
of such agreements being entered into by Nadus (P) Ltd. 

 Mrs. Ridhima assisted Nadus (P) Ltd. in drafting the 
impugned agreements with the real estate agents and so it 
can be said that contravention has taken place due to her 
connivance.

6. (i) As per Regulation 5 of the Foreign Exchange 
Management (Transfer or Issue of any Foreign Security) 
Regulations, 2004-

 (a) Indian Parties are prohibited from making investment 
(or financial commitment) in foreign entity engaged in 
real estate (meaning buying and selling of real estate or 
trading in Transferable Development Rights (TDRs) but 
does not include development of townships, construction 
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of residential/commercial premises, roads or bridges) 
or banking business, without the prior approval of the 
Reserve Bank. 

 (b) An overseas entity, having direct or indirect equity 
participation by an Indian Party, shall not offer financial 
products linked to Indian Rupee (e.g. non-deliverable 
trades involving foreign currency, rupee exchange rates, 
stock indices linked to Indian market, etc.) without the 
specific approval of the Reserve Bank.

  Here, in the given case, Nadus (P) Ltd. had made 
investment i.e. acquired 10% shares of Belashom LLC, an 
Egyptian company which is engaged in the construction 
of commercial premises.

  As per the aforesaid provisions, there is prohibition in 
investing in real estate company abroad but real estate, 
for this purpose, does not include construction of 
residential/commercial premises, etc.

  Thus, Nadus (P) Ltd. was not having any prohibition on 
making of investment in Belashom LLC.

 (ii) As per Regulation 4 of the Foreign Exchange 
Management (Transfer or Issue of any Foreign Security) 
Regulations, 2004-

 General permission has been granted to persons resident in 
India for purchase / acquisition of securities in the following 
manner: 

 (a) out of the funds held in RFC account; 
 (b) as bonus shares on existing holding of foreign currency 

shares; and 
 (c) when not permanently resident in India, out of their 

foreign currency resources outside India.  
 General permission is also available to sell the shares so 

purchased or acquired.   
 In the instance case study, Nadus (P) Ltd. had received some 

bonus shares from the Belashom LLC for which general 
permission has been granted. So, Nadus (P) Ltd. was not 
required to take any permission for the same.

7. (i) As per Master Direction No. 17 – Import of Goods and 
Services, a person resident in India may make payment in 
rupees towards meeting expenses on account of boarding, 
lodging and services related thereto or travel to and from and 
within India of a person resident outside India who is on a 
visit to India.

 As per Section 2(v) of the FEMA, 1999, person resident 
in India, inter-alia, means any person or body corporate 
registered or incorporated in India.

 Here in the case study, all the expenses incurred by Mr. James 
in INR on account of his boarding, lodging and travelling in 
India were paid by Nadus (P) Ltd. for which it was going to be 
reimbursed later on by Belashom LLC. 

 As per the aforesaid provisions, Nadus (P) Ltd. being a 
person resident in India, was given general permission for 
incurring such expenses. 

 (ii) As per Schedule III (Transactions which are 
prohibited)-Foreign Exchange Management (Current 
Account Transactions) Rules, 2000, remittance of 
commission, per transaction, to agents abroad for sale of 

residential flats or commercial plots in India exceeding USD 
25,000 or five percent of the inward remittance whichever 
is more, by persons other than individuals shall require 
prior approval of the Reserve Bank of India, irrespective of 
whether it is made through EEFC account or not.

 In the given case, the deal for the commercial property 
was finalized for R650 lakhs and Autukya (P) Ltd. remitted 
4,50,000 EGPs to Mr. Franklin as commission amount, out of 
its EEFC account.

 5% of inward remittance from sale of property = R650 
lakhs*5% = R32.5 lakhs which is equivalent to USD 
43,333.33 (R32,50,000/R75) and commission amount 
remitted = 4,50,000 EGPs which is equivalent to USD 30,000 
(4,50,000/15).

 Thus, Autukya (P) Ltd. was required to have prior permission 
of RBI for remitting the amount of commission to Mr. 
Franklin as the amount remitted is more than USD 25,000.

8. (i) As per Section 90 of the Real Estate (Regulation and 
Development) Act, 2016, no suit, prosecution or other legal 
proceedings shall lie against the appropriate Government or 
the Authority or any officer of the appropriate Government 
or any member, officer or other employees of the Authority 
for anything which is in good faith done or intended to 
be done under this Act or the rules or regulations made 
thereunder.

 Here, complaint was filed with the authority under RERA by 
Vikrama Builders (P) Ltd. against Nadus (P) Ltd. in respect 
of the arrangements being made by it with the real estate 
agents. The case was assigned to Mr. Sumit Joshi, a RERA 
member and Mr. Sumit, in good faith, in order to understand 
the arrangements being made by Nadus (P) Ltd. with the real 
estate agents took help of his friend, Mr. Aman.

 Thus, no action can be taken against Mr. Sumit who induced 
his friend, Mr. Aman to enter into an agreement with Nadus 
(P) Ltd. as it was done in good faith by Mr. Sumit.

 (ii) As per Section 38 of the Real Estate (Regulation and 
Development) Act, 2016, where an issue is raised relating to 
agreement, action, omission, practice or procedure that—

 (a) has an appreciable prevention, restriction or distortion 
of competition in connection with the development of a 
real estate project; or 

 (b) has effect of market power of monopoly situation being 
abused for affecting interest of allottees adversely, then 
the Authority, may suo motu, make reference in respect 
of such issue to the Competition Commission of India.

 Here, the issue was related to the arrangements being made 
by Nadus (P) Ltd. with the real estate agents which affected 
the competition in the relevant market and thus, the authority 
under RERA was having the power to make reference to the 
Competition Commission of India in respect of the case of 
Nadus (P) Ltd.



  eConoMIC LAws

 The Chartered Accountant Student   December 2021   09

CaSe StuDy 2
Prahasti Ltd. is an unlisted public company, situated in Chennai, 
Tamil Nadu, with seven directors on its Board and it has share 
capital of R10 crore with 150 shareholders. It is engaged in the 
business of cloth garments manufacturing and wholesaling. Also, 
it exports outside India.

As part of its export trade policy, it provides trade samples 
free of cost to the prospective customers and if it receives an 
export order of delivering more than 1000 cloth garments, then 
it has to export further 50 cloth garments worth R2 lakhs free of 
cost to the customer. 

Recently, in the month of June, it had received an export 
order of delivering 1500 cloth garments to a company in 
Germany for which the full export value declared was R63,00,000 
(70,000 Euros). However, the said company returned 200 pieces 
of clothes worth R8,40,000 back to Prahasti Ltd. in the month of 
July. Remaining export value was realized by it and repatriated 
through the authorised dealer in India.

Also, in order to have business security, there is an exclusive 
distribution agreement entered into between different exporters 
of cloth garments in Tamil Nadu exporting in Europe whereby 
each exporter has been allocated different markets of Europe in 
which they are allowed to do business.   

One of the directors of Prahasti Ltd., Mr. Karan, had 
withdrawn 50,000 Euros equivalent to $ 60,000, for the purpose of 
business trip to Germany and Italy, respectively, for which he was 
going to be reimbursed by Prahasti Ltd. but however due to the 
reason of Covid-19 pandemic, the trip was cancelled and so after 
utilizing 20,000 Euros for studies for her daughter in Germany, 
he returned back the remaining amount to the authorised dealer 
within 140 days.   

Prahasti Ltd. was expanding its business for the same 
purpose, one another corporate office was being searched by 
the company in Chennai city only. One of its employees, Mr. 
Raj was searching online for a property and he visited a website, 
named ‘propertylelo.com’, whereby Mr. Raj was asked to enter 
certain details which were then going to be disclosed with 
certain promoters of real estate projects in Chennai for which 
the promoters were charged by the website. Also after taking 
permission of a director by Mr. Raj, on payment of some fees, a 
virtual 3D tour of a real estate project was arranged by the said 
website. The said website portal was not registered as a real estate 
agent. 

The company found a property near its location but came to 
know later that the registration of such real estate project was 
revoked by the authority under RERA. The authority under RERA 
decided to hand over the task of the remaining development 
works of the said real estate project to the competent authority 
as the association of allottees had refused to do the same and at 
that time, 45 days had passed from the date of receipt of order of 
revocation of registration by the promoter.

 In case of one of the debtors of Prahasti Ltd. named 
Tamprabha Ltd., corporate insolvency resolution process was 
initiated against it by one of its operational creditor. Mr. Dev 
Sharma, was appointed as the Interim Resolution Professional 
(IRP) who is partner of Sharma & Co., a law consulting firm 
which had transactions of following amounts with Tamprabha 
Ltd. during the last 5 financial years:- 

Financial 
Year

Turnover of 
Sharma & Co. (R)

Total amount of 
Transactions with 
Tamprabha Ltd. 
during each F.Y. (R)

2016-17 220 lakhs 10 lakhs

2017-18 180 lakhs 8 lakhs 

2018-19 200 lakhs 9 lakhs

2019-20 190 lakhs 9 lakhs

2020-21 150 lakhs 8 lakhs
All the financial creditors of Tamprabha Ltd. were related 

parties and it had 15 operational creditors. Mr. Dev was 
appointed as the resolution professional (RP) and he sanctioned 
a transaction of supply of goods to an associate company of 
Tamprabha Ltd. during the insolvency process for which approval 
of the committee of creditors was not obtained by him.

The resolution plan of Tamprabha Ltd. contained a provision 
of combination as per Section 5 of the Competition Act, 2002 
and it was approved by the prescribed authorities. As a result 
of the implementation of the resolution plan, there was change 
in the entire management of Tamprabha Ltd. and its control 
has been handed over to persons who have not been its related 
parties and against whom no legal proceedings are going on 
under any statue. 

Also, Tamprabha Ltd. was liable for an offence committed 
under the provisions of the Companies Act, 2013, prior to the 
commencement of corporate insolvency resolution process.

In the light of enumerated facts, answer the following: 
Multiple Choice Questions
1. On expiry, how many further days from the date of receipt 

of order of revocation of registration by the promoter, the 
decision of the authority under RERA for carrying out of the 
remaining development works should have taken effect?
(a) days
(b) 60 days
(c) 45 days
(d) It shall be immediately effective

2.  Is there any contravention of the provisions of the FEMA, 
1999, by Karan?  
(a) No, as Mr. Karan has utilized the foreign currency 

amount for a permissible transaction and within the 
limits as per the ‘LRS’.

(b) Yes, as Mr. Karan has not utilized the foreign currency 
amount for the purpose for which it was acquired.

(c) No, as Mr. Karan after utilizing the foreign currency 
amount for a permissible transaction, has surrendered 
the remaining amount with the authorised dealer within 
the specified period.

(d) No, as Mr. Karan was eligible to utilize the foreign 
currency amount for any other permissible transaction 
as the business trip was cancelled due to a genuine 
reason and not because of default on his part. 

3.  Whether Mr. Dev has validly sanctioned the transaction of 
supply of goods by Tamprabha Ltd.?  
(a) No, he was required to take prior approval of the 
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committee of creditors before sanctioning such 
transaction.

(b) No, due to applicability of order of moratorium by the 
Adjudicating Authority, such a transaction should have 
not taken place.

(c) Yes, the IBC, 2016, itself has given authority to the 
resolution professional to undertake such actions 
necessary for the continued business operations of the 
corporate debtor. 

(d) Yes, provided the transaction was conducted at arm’s 
length price.

4.  Which authorities would have approved the resolution plan 
of Tamprabha Ltd. and in what sequence? 
(a) Committee of Creditors and then Adjudicating 

Authority, respectively.
(b) Committee of Creditors, Adjudicating Authority and 

then Competition Commission of India, respectively.
(c) Committee of Creditors, Competition Commission of 

India and then Adjudicating Authority, respectively.
(d) Competition Commission of India, Committee of 

Creditors and then Adjudicating Authority, respectively.

5. Mr. Dev Sharma would have been ineligible to be appointed 
as the Interim Resolution Professional of Tamprabha Ltd. if:-
(a) Sharma & Co. would have entered into transaction(s) of 

further amount of R1 lakh or more with Tamprabha Ltd. 
during any of the last 3 financial years.  

(b) Sharma & Co. would have entered into transaction(s) of 
further amount of R1 lakh or more during F.Y. 2018-19 
and transaction(s) of further amount of R50,000 or more 
during F.Y. 2019-20 with Tamprabha Ltd., respectively.

(c) Sharma & Co. would have entered into transaction(s) of 
further amount of R3 lakhs or more with Tamprabha Ltd. 
during any of the last 5 financial years.  

(d) Sharma & Co. would have entered into transaction(s) of 
further amount of R28 lakhs or more with Tamprabha 
Ltd. during any of the last 3 financial years.  

Descriptive Questions
6. (i) Whether Prahasti Ltd. needs to furnish declaration in 

case of goods which are exported free of cost as per its 
trade policy? 

 (ii) Whether Prahasti Ltd. can be said to have realized full 
export value with respect to the export order from the 
company in Germany?

7. Whether the agreement made between different exporters of 
cloth garments in Tamil Nadu can be considered as an anti-
competitive agreement?

8. Whether the website portal named ‘propertylelo.com’ would 
be required to be registered as a real estate agent? (Please 
support your answer on the basis of a relevant case law) 

9. (i) What would have been the constitution of committee of 
creditors of Tamprabha Ltd.?

 (ii) Whether Tamprabha Ltd. would be prosecuted for 
the offence committed under the provisions of the 
Companies Act, 2013, prior to the commencement of 
corporate insolvency resolution process?

ANSWERS TO CASE STUDY 2
1. (a) As per Section 8 of the RERA, 2016, upon lapse of the 

registration or on revocation of the registration under this 
Act, the Authority, may consult the appropriate Government 
to take such action as it may deem fit including the carrying 
out of the remaining development works by competent 
authority or by the association of allottees or in any other 
manner, as may be determined by the Authority.

 It is provided that no direction, decision or order of the 
Authority under this section shall take effect until the expiry 
of the period of appeal provided under the provisions of this 
Act.

 Time period for filing appeal is 60 days from the date of 
receipt of order by the aggrieved person as per Section 44 of 
the Act.

 Here, 45 days had passed from the date of receipt of order of 
revocation of registration by the promoter, so, after expiry of 
further 15 days, the decision of the authority under RERA 
for carrying out of the remaining development works should 
have taken effect.

2. (b) As per the provisions of the FEMA, 1999, if any person, 
other than an authorized person, who has acquired or 
purchased foreign exchange for any purpose mentioned in 
the declaration made by him to authorized person. 

	 •	 Does	not	use	it	for	such	purpose,	or	
	 •	 Does	not	surrender	it	to	the	authorized	person	within	the	

specified period, or 
	 •	 Uses	 the	 foreign	exchange	 so	acquired	or	purchased	 for	

any other purpose for which purchase or acquisition of 
foreign exchange is not permissible under the provisions 
of the Act or the rules or regulations or direction or order 
made there under, 

 Such person shall be deemed to have committed 
contravention of the provisions of the Act.

3. (a) As per Section 5(24) of the IBC, 2016, an associate 
company is considered as a related party of the corporate 
debtor.

 According to section 28 of the Code, the resolution 
professional, during the corporate insolvency resolution 
process, shall not undertake any related party transaction 
without the prior approval of the committee of creditors.

 Thus, Mr. Dev has not validly sanctioned the transaction 
of supply of goods to an associate company of Tamprabha 
Ltd. during the insolvency process because approval of the 
committee of creditors was required to be obtained by him 
for such transaction as aforesaid.

4. (d) As per Section 31 of the IBC, 2016, if the Adjudicating 
Authority is satisfied that the resolution plan as approved by 
the committee of creditors meets the requirements as per 
section 30(2), it shall by order approve the resolution plan.

 Where the resolution plan contains a provision for 
combination, as per section 5 of the Competition Act, 2002, 
the resolution applicant shall obtain the approval of the 
Competition Commission of India under that Act prior to the 
approval of such resolution plan by the committee of creditors.

 On reading of the aforesaid provisions, the authorities and 
the sequence of approval that can be derived is:- Competition 
Commission of India, Committee of Creditors and then 
Adjudicating Authority, respectively.
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5. (a) As per Regulation 3 of the Insolvency and Bankruptcy 
(Insolvency Resolution process for Corporate Persons) 
Regulation, 2016, an insolvency professional shall be eligible 
for appointment as a resolution professional for a corporate 
insolvency process if he is not an employee or proprietor or 
a partner of a legal or consulting firm that has or had any 
transaction with the corporate debtor amounting to five per 
cent or more of the gross turnover of such firm in the last 
three financial years. 

Financial 
Year

Turnover of 
Sharma & Co. (R)

Total amount of 
Transactions with 
Tamprabha Ltd. 
during each F.Y. (R)

2018-19 200 lakhs 9 lakhs

2019-20 190 lakhs 9 lakhs

2020-21 150 lakhs 8 lakhs

Total 540 lakhs 26 lakhs

 Here, 5% of R540 lakhs comes to R27 lakhs and Sharma & 
Co. has already rendered transaction(s) amounting to Rs. 
26 lakhs to Tamprabha Ltd. So, Mr. Dev Sharma would have 
been ineligible to be appointed as the Interim Resolution 
Professional of Tamprabha Ltd. if Sharma & Co. would have 
entered into transaction(s) of further amount of R1 lakh or 
more with Tamprabha Ltd. during any of the last 3 financial 
years.  

 Note: Resolution Professional includes an Interim 
Resolution Professional as per Section 5(27) of the IBC, 
2016.

6. (i) Legal Position: As per Regulation 4 of the Foreign 
Exchange Management (Export of Goods and Services) 
Regulations, 2015, export of goods / software may be made 
without furnishing the declaration in the following cases, 
inter-alia, namely: 

 (a) trade samples of goods and publicity material supplied 
free of payment.

 (b) by way of gift of goods accompanied by a declaration by 
the exporter that they are not more than five lakh rupees in 
value.

 Given Case and Analysis: As part of its export trade policy, 
Prahasti Ltd. provides trade samples free of cost to the 
prospective customers and if it receives an export order of 
delivering more than 1000 cloth garments, then it exports 
extra 50 cloth garments worth R2 lakhs free of cost which is 
less than value of R5 lakhs as prescribed.

 Thus, Prahasti Ltd. is not required to furnish declaration in 
case of aforesaid goods which are exported free of cost as per 
its trade policy.

 (ii) Legal Position: As per Regulation 4 of the Foreign 
Exchange Management (Export of Goods and Services) 
Regulations, 2015, unless otherwise authorised by the 
Reserve Bank, the amount representing the full export value 
of the goods exported shall be paid through an authorised 
dealer in the manner specified in the Foreign Exchange 
Management (Manner of Receipt and Payment) Regulations, 
2000 as amended from time to time. 

 Explanation—For the purpose of this regulation, re-import 

into India, within the period specified for realisation of the 
export value, of the exported goods in respect of which a 
declaration was made under Regulation 3, shall be deemed 
to be realisation of full export value of such goods.

 As per Regulation 9 of the Foreign Exchange Management 
(Export of Goods and Services) Regulations, 2015, the 
amount representing the full export value of goods / 
software/ services exported shall be realised and repatriated 
to India within nine months or within such period as may 
be specified by the Reserve Bank, in consultation with the 
Government, from time to time, from the date of export, 
provided.

 Given Case and Analysis: Full export value declared by 
Prahasti Ltd. was R63,00,000 in respect to export order from 
the company in Germany. 

 However, Prahasti Ltd. re-imported 200 pieces of clothes 
worth R8,40,000 from the said company in the month of July 
i.e. within the period specified for realisation of the export 
value. So, it shall be deemed to be realisation of full export 
value of such goods as per explanation to the Regulation 4 as 
aforesaid. 

 Also, remaining export value had been realized by Prahasti 
Ltd. and repatriated through the authorised dealer in India.

 Thus, it can be said that Prahasti Ltd. has realized full export 
value with respect to the export order from the company in 
Germany.

 
7. Legal Position: As per Section 3 of the Competition Act, 

2002, it shall be unlawful for any enterprise or association of 
enterprises or person or association of persons to 'enter' into 
any agreement in respect of production, supply, storage, 
distribution, acquisition or control of goods or provision of 
services, which causes or is likely to cause an appreciable 
adverse effect on competition within India; and such 
agreements shall be void.

 Sub-section 5 to the said section 3 protects the right of 
specific persons by restricting the application of section 3 to 
their rights, hence become exceptions to section 3. 

 One of such exceptions is:- Any agreement or part there-of 
shall not be considered as anti-competitive, hence not void 
to the extent it is exclusively related to production, supply, 
distribution or control of goods or provision of services for 
purpose of export of goods from India.

 Given Case and Analysis: Here, in the given case, the 
agreement entered into between different exporters of cloth 
garments in Tamil Nadu exporting in Europe is for the 
purpose of export goods from India and hence cannot be 
considered as an anti-competitive agreement as it has been 
covered by the exception as aforesaid.

8. Legal Position: The facts in the given case are similar to the 
case law with citation, MahaRera Order in the Suo Moto 
Enquiry No.17/2018 dated 03.10.2019, where in it was 
decided that a digital portal needs to be registered as a real 
estate agent if it carries out the following functions:-

 1. Portals when they collect the details of the viewer and share 
them with advertiser/seller and also disclose the information 
of promoters to buyers, they introduce the parties to the sale 
transaction. 
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 2. If the portal simply provide the information about the real 
estate project, its offering for sale to the public at large, then 
they are simply the agencies engaged for advertisement and 
when an individual is targeted by contacting and persuading 
him by the portals for sale and purchase of listed properties 
they come under the legal definition of negotiation. 

 3. Web Portals introduce the buyer and seller with each other, 
they provide the information of the project to the buyer, they 
arrange virtual tour of the project and also provide other 
information useful for taking an informative decision. Hence, 
they facilitate the sale of the real estate project. 

 4. Once any monetary gain is derived for the purpose of 
performing any act of the real estate agent by whichever 
name it amounts the receipt of the fees under the RERA. 

 5. The Parliament has not carved out any exceptions to the 
applicability of the provisions of RERA, Hence, we hold that 
RERA overrides section 79 of the IT Act.

 Given Case & Analysis: Here, in the website, named 
‘propertylelo.com’, Mr. Raj was asked to enter certain details 
which were then going to be disclosed with certain promoters 
of real estate projects in Chennai for which such promoters 
were charged by the website. 

 Accordingly, Mr. Raj has been introduced to the sale 
transaction and he would be contacted by such promoters for 
a property deal. Due to this, the website has earned monitory 
gain for exchange of information of prospective buyers with 
the promoters.

 Also, on payment of some fees by Mr. Raj on permission 
of director, a virtual 3D tour of a real estate project was 
arranged by the said website. This type of facility helps in 
taking an informative decision to the prospective buyer.

 Thus, it can be said that the website portal named ‘propertylelo.
com’ would be required to be registered as it carries out the 
functions of the real estate agent as explained above.

9.   (i) Legal Position: As per Regulation 16 of the IBBI 
(Insolvency Resolution Process for Corporate Persons) 
Regulations, 2016, where the corporate debtor has no 
financial debt or where all financial creditors are related 
parties of the corporate debtor, the committee shall be set 
up in accordance with this Regulation.

 The committee formed under this Regulation shall consist of 
members as under – 

 (a) 18 largest operational creditors by value: 
 Provided that if the number of operational creditors is less 

than 18, the committee shall include all such operational 
creditors;

 (b) 1 representative elected by all workmen; and
 (c) 1 representative elected by all employees.

 Given Case & Analysis: Here, all the financial creditors of 
Tamprabha Ltd. were related parties and it had 15 operational 
creditors, so the committee of creditors constituted would 
have been as follows:

 (a) All the 15 operational creditors (as it has less than 18 
operational creditors); 

 (b) 1 representative elected by all workmen; and
 (c) 1 representative elected by all employees.

 (ii) Legal Position: As per Section 32A(1) of the Insolvency 
and Bankruptcy Code, 2016, notwithstanding anything to 
the contrary contained in this Code or any other law for the 
time being in force, the liability of a corporate debtor for 
an offence committed prior to the commencement of the 
corporate insolvency resolution process shall cease, and the 
corporate debtor shall not be prosecuted for such an offence 
from the date the resolution plan has been approved by the 
Adjudicating Authority under section 31, if the resolution 
plan results in the change in the management or control of 
the corporate debtor to a person who was not- 

 (a) a promoter or in the management or control of the 
corporate debtor or a related party of such a person; or 

 (b) a person with regard to whom the relevant investigating 
authority has, on the basis of material in its possession, 
reason to believe that he had abetted or conspired for the 
commission of the offence, and has submitted or filed a 
report or a complaint to the relevant statutory authority or 
Court: 

 Provided that if a prosecution had been instituted during 
the corporate insolvency resolution process against such 
corporate debtor, it shall stand discharged from the date of 
approval of the resolution plan subject to requirements of 
this sub-section having fulfilled. 

 Given Case & Analysis: Here, it is given that, as a result of the 
resolution plan, there was change in the entire management 
of Tamprabha Ltd. and its control has been handed over to 
persons who have not been its related parties and against 
whom no legal proceedings are going on under any statue.

 It appears from the given facts that conditions as 
demonstrated in section 32A(1) has been satisfied by 
Tamprabha Ltd. and thus, the liability of Tamprabha Ltd. 
for an offence committed under the provisions of the 
Companies Act, 2013, prior to the commencement of the 
corporate insolvency resolution process shall cease, and it 
shall not be prosecuted for such an offence from the date 
the resolution plan has been approved by the Adjudicating 
Authority under section 31.

"Education is the passport to the future, for tomorrow belongs 
to those who prepare for it today." - Malcolm X
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The Adjudicating authority under the Insolvency and Bankruptcy 
Code, 2016, had received different applications during the July 
month, in respect of certain corporate persons, as follows:-

Sr. 
No.

Details 
of the 
Applicant

Details relating to the Application

1 Ukrin Ltd., 
operational 
creditor of 
Kaptcha 
Ltd., 
corporate 
debtor

Ukrin Ltd. submitted a withdrawal 
application on 26th May for consideration 
by the Committee of Creditors which 
was approved by it, by a vote of 92%, on 
1st June and Mr. Tanmay, the Interim 
Resolution Professional, then submitted 
such application to the Adjudicating 
authority on 5th June on behalf of Ukrin 
Ltd.

2 Certain 
allottees 
of Trees 
Estate Ltd., 
corporate 
debtor

30 allottees out of 310 allottees of Trees 
Estate Ltd. jointly filed an application for 
initiating corporate insolvency resolution 
process against it, as the said allottees, 
on the basis of model apartment had 
purchased the properties in the project 
and according to them it was not as 
per model displayed and the promoter 
company refused to return the investment 
amount of such allottees. (Note 1)  

3 Turf 
Enterprise, 
an 
operational 
creditor of 
JLC (P) Ltd.

Turf Enterprise filed an application along 
with the relevant enclosures on 10th 
June for initiating corporate insolvency 
resolution process against JLC (P) Ltd. 
(Note 2)

4 Mr. Ravi, 
Resolution 
Professional 
of Saath 
Ltd., 
corporate 
debtor

Mr. Ravi filed an application for declaring 
two undervalued transactions entered 
into by Saath Ltd. as void and to reverse 
the effect of such transactions. (Note 3)

5 KC & 
Sons, an 
operational 
creditor of 
FAL Ltd.

KC & Sons filed an application for 
obtaining liquidation order against FAL 
Ltd. on the ground that FAL Ltd. had 
contravened the resolution plan approved 
by the Adjudicating Authority because as 
per the said plan, FAL Ltd. had to pay 60% 
of pending dues to KC & Sons as a full & 
final settlement amount but it had paid 
only 20% of its pending dues as a full & 
final settlement amount. (Note 4)

6 Mr. Rohan, 
Interim 
Resolution 
Professional 
of Tadan 
Ltd., 
corporate 
debtor

Mr. Rohan  made an application along 
with a list of financial creditors for 
appointment of authorised representative 
to act on behalf of  such creditors during 
the corporate insolvency resolution 
process. (Note 5)

CaSe StuDy 3
Sr. 
No.

Details 
of the 
Applicant

Details relating to the Application

7 TLF (P) 
Ltd., a 
secured 
creditor of 
Anmoli Ltd.

TLF (P) Ltd. filed an application for 
realizing the secured asset of Anmoli Ltd. 
during the liquidation proceedings for 
which it faced resistance from Mr. Raj, 
director of Anmoli Ltd. (Note 6)

Notes:
1. Such allottees then filed a complaint against Trees Estate Ltd. 

with the Real Estate Regulatory Authority under Section 31 
of the Real Estate (Regulation & Development) Act, 2016. 
The said authority under RERA passed an order imposing 
maximum penalty upon the promoter company, Trees Estate 
Ltd. with a direction to compensate the said 30 allottees by 
returning their cumulative investment amount of R20 crores 
along with total interest of R2 crores. The estimated cost of 
the real estate project was R200 crores. Trees Estate Ltd. filed 
an appeal with the Appellate Tribunal against the said order 
of Real Estate Regulatory Authority.  

2. It was found by the Adjudicating authority that JLC (P) Ltd. 
had notified vide an e-mail to Turf Enterprise within 10 days 
of the demand notice, of the dispute that existed, and the said 
matter was going to be referred for arbitration by JLC (P) Ltd. 
and accordingly, the Adjudicating authority passed a penalty 
order with a fine amount of R70,000 against Turf Enterprise, 
after opportunity of being heard, for willful non-disclosure of 
such fact of notice of dispute and also rejected its application. 

3. One of such transactions was entered by Saath Ltd. before 19 
months preceding the insolvency commencement date with 
Janam Ltd. which involved supplying of goods by Saath Ltd. 
for R4.4 crores which Saath Ltd. would have normally sold 
for 4.6 crores in its ordinary course of business. Saath Ltd. 
and Janam Ltd. were having two directors in common. 

 The other transaction was entered by Saath Ltd. before 17 
months preceding the insolvency commencement date with 
Mr. Mahesh which involved sale of property of  Saath Ltd. 
for R15 crore, the stamp duty value of which was R35 crore. 
Mr. Mahesh is a house worker of Mr. Sunil, the director of 
Saath Ltd. There was a case under the Prohibition of Benami 
Property Transactions Act, 1988, going against Mr. Mahesh 
and Mr. Sunil, due to acquisition of such property in the 
name of Mr. Mahesh and it was held that Mr. Mahesh was 
the ‘benamidar’ and Mr. Sunil was the ‘beneficial owner’ and 
the property was ordered to be confiscated and consequently 
has been disposed off.   

4. Adjudicating authority passed the liquidation order of FAL 
Ltd. on the basis of application of KC & Sons. However, KC 
& Sons, afterwards, filed a suit against FAL Ltd. in the City 
Civil Court for realizing its dues as per the resolution plan 
approved by the Adjudicating authority under the Insolvency 
and Bankruptcy Code, 2016. 

5. Mr. Rohan had offered names of three insolvency 
professionals to such class of financial creditors to act as its 
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authorised representative who belonged to three different 
states:- Gujarat, Maharashtra and Rajasthan, respectively. 
The highest number of such creditors of Tadan Ltd. belonged 
to the state of Gujarat.

6. The application of TLF (P) Ltd. was approved by the 
Adjudicating authority and TLF (P) Ltd. was permitted to 
realize its security interest in the asset. Accordingly, TLF 
(P) Ltd. enforced its security interest and yielded amount of 
R2 crores in excess of its debts due from Anmoli Ltd.

Apart from the aforesaid applications received by the 
Adjudicating authority during the July month there were few 
other applications received by it in respect of certain corporate 
persons which could not be disposed of within the time periods 
as specified in the IBC, 2016, for which the reasons were recorded 
in writing by the Adjudicating authority.

Answer the following questions in the light of the given 
informations:
Multiple Choice Questions
1. Till what date the Committee of Creditors should have 

considered the withdrawal application submitted by Ukrin 
Ltd. and till what date, such application should have been 
submitted with the Adjudicating authority for approval by 
Mr. Tanmay?
(a) 2nd June and 9th June, respectively.
(b) 31st May and 5th June, respectively.
(c) 9th June and 12th June, respectively.
(d) 2nd June and 4th June, respectively.

2. Whether the application filed by the 30 allottees of Trees 
Estate Ltd. can be considered to be admissible by the 
Adjudicating authority?  
(a) No, as an application is already with the authority under 

RERA, so simultaneously two proceedings cannot be 
initiated for the same matter. 

(b) Yes, as the amount of default involved is more than 
R1 crore.

(c) No, as the application is filed jointly by lesser number of 
allottees than prescribed. 

(d) Yes, such application can be admitted as the RERA Act 
provides an additional remedy to the homebuyer which 
will not bar other remedies available to the homebuyer. 

3. What minimum fine amount should have been imposed 
on Turf Enterprise by the Adjudicating authority and what 
amount of maximum fine it could have imposed on Turf 
Enterprise? 
(a) Adjudicating authority should have imposed minimum 

fine of R1 lakh on Turf Enterprise and maximum fine of 
R3 lakhs could have been imposed by it.

(b) Adjudicating authority should have imposed minimum 
fine of R1 lakh on Turf Enterprise and maximum fine 
of R1 crore could have been imposed by it. However, it 
possesses the discretion to impose a lower amount of 
fine.

(c) Adjudicating authority should have imposed minimum 
fine of R1 lakh on Turf Enterprise and maximum fine of 
R5 lakhs could have been imposed by it.

(d) Adjudicating authority should have imposed minimum 
fine of R1 lakh on Turf Enterprise and maximum fine of 
R1 crore could have been imposed by it.

4. Whether the names offered by Mr. Rohan for appointment as 
authorised representative can be considered proper and till 
what time the Adjudicating authority should have appointed 
such authorised representative?
(a) Yes, as one name is from Gujarat and other two names 

belong to such states which are nearby to Gujarat. The 
Adjudicating authority should have appointed such 
authorised representative prior to the first meeting of the 
committee of creditors.

(b) No, all the three names offered should have been 
from Gujarat. The Adjudicating authority should have 
appointed such authorised representative prior to the 
first meeting of the committee of creditors.

(c) No, all the three names offered should have been 
from Gujarat. The Adjudicating authority should have 
appointed such authorised representative prior to the 
formation of the committee of creditors.

(d) Yes, as at least one name offered should have been 
from Gujarat. The Adjudicating authority should have 
appointed such authorised representative prior to the 
formation of the committee of creditors. 

5. Who can extend the time period for disposing of the few 
other applications received by the Adjudicating authority 
during the July month?  
(a) The President of the National Company Law Tribunal 

can extend the time periods specified in the Act but not 
exceeding ten days.

(b) The Chairperson of the National Company Law Appellate 
Tribunal can extend the time periods specified in the Act 
but not exceeding seven days.

(c) The Chairperson of the National Company Law Tribunal 
can extend the time periods specified in the Act but not 
exceeding ten days.

(d) The Chairperson of the National Company Law Appellate 
Tribunal can extend the time periods specified in the Act 
but not exceeding seven days.

Descriptive Questions
6. For contravention of which provisions the penalty would 

have been imposed by the authority under RERA upon the 
promoter company, Trees Estate Ltd. and of what amount? 
Also, how much amount of pre-deposit would have been made 
by it for filing the appeal with the Appellate Tribunal?  

7. (i) Whether the two transactions entered by Saath Ltd. can 
be said to have entered within the relevant period for 
considering them as undervalued transactions?

 (ii) Whether the two transactions entered into by Saath Ltd., as 
aforesaid, can be considered as undervalued transactions 
as contemplated by Mr. Ravi in the application filed with 
the Adjudicating Authority?

 
8. Whether KC & Sons should have instituted a suit against 

FAL Ltd. in the City Civil Court and whether such court can 
entertain such suit?

 
9. What shall be done by TLF (P) Ltd. with respect to amount 

of R2 crores yielded in excess of its debts due from Anmoli 
Ltd. and before realizing such security interest by TLF (P) 
Ltd., what kind of verification would have been made by the 
liquidator?
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ANSWERS TO CASE STUDY 3
1. (d) Withdrawal of application shall be pursuant to Section 

12A of the Code read with Regulation 30A of the IBBI 
(Insolvency Resolution Process for Corporate Persons) 
Regulations, 2016.

 Once application is admitted and after Constitution of CoC 
but before issue of Invitation for Expression of Interest 
(“EoI”):- An application for withdrawal made by the Applicant 
shall be firstly considered by the CoC, within seven days of 
its receipt. Such withdrawal of application shall be approved 
by the CoC with ninety percent voting share, upon which 
the resolution professional shall submit such withdrawal 
application along with the approval of the committee, to the 
Adjudicating Authority on behalf of the applicant, within 
three days of such approval

 Ukrin Ltd. submitted a withdrawal application on 26th 
May for consideration by the Committee of Creditors. So, 
the Committee of Creditors should have considered such 
application by 2nd June i.e. 7 days from 26th May.

 The Committee of Creditors approved such application by 
a vote of 92% on 1st June. So, Mr. Tanmay should have been 
submitted with the Adjudicating authority for approval by 
4th June i.e.  3 days from 1st June.

2. (c) Section 7 of the IBC, 2016:-
 A financial creditor either by itself or jointly with other 

financial creditors, or any other person on behalf of 
the financial creditor, as may be notified by the Central 
Government may file an application for initiating corporate 
insolvency resolution process against a corporate debtor 
before the Adjudicating Authority when a default has 
occurred. 

 Provided further that for financial creditors who are allottees 
under a real estate project, an application for initiating 
corporate insolvency resolution process against the corporate 
debtor shall be filed jointly by not less than one hundred 
of such allottees under the same real estate project or 
not less than ten per cent. of the total number of such 
allottees under the same real estate project, whichever is 
less.

 Here, 30 allottees out of 310 allottees of Trees Estate Ltd. 
jointly filed an application for initiating corporate insolvency 
resolution process against it. But as the proviso above, 100 
allottees or 31 allottees (10% of 310) whichever is less, should 
have jointly filed such application.

 So, the application filed by the said 30 allottees of Trees 
Estate Ltd. is not admissible by the Adjudicating authority as 
it is filed jointly by lesser number of allottees than prescribed.

3. (d) As per Section 76 of the IBC, 2016:- Where an 
operational creditor has wilfully or knowingly concealed 
in an application under section 9 the fact that the corporate 
debtor had notified him of a dispute in respect of the 
unpaid operational debt or the full and final payment of the 
unpaid operational debt. 

 Such operational creditor or person, as the case may be, shall 
be punishable with imprisonment for a term which shall not 
be less than one year but may extend to five years or with 
fine which shall not be less than one lakh rupees but may 
extend to one crore rupees, or with both. 

4. (b) As per section 21(6A) of the IBC, 2016, where a financial 
debt is owed to a class of creditors other than the creditors 
covered above, the IRP shall make an application to the AA 
along with the list of all financial creditors, with the name 
of an insolvency professional to act as their authorised 
representative appointed by the Adjudicating Authority 
prior to the first meeting of the committee of creditors.  

 Authorised Representative from the State or Union 
Territory having highest number of creditors in class 

 The Interim Resolution Professional shall offer the names of 
three insolvency professionals to be voted upon by the class 
of creditors, who must be from the State or Union Territory, 
which has the highest number of creditors in the class as per 
records of the corporate debtor. 

 Where such State or Union Territory does not have 
adequate number of insolvency professionals, the insolvency 
professionals having addresses in a nearby State or Union 
Territory, as the case may be, shall be considered.

 Here, the highest number of such creditors of Tadan Ltd. 
belonged to the state of Gujarat. So, all the three names 
offered should have been from Gujarat by Mr. Rohan.

5. (a) As per Section 64 of the IBC, 2016, where an application 
is not disposed of or an order is not passed within the period 
specified in this Code, the National Company Law Tribunal 
or the National Company Law Appellate Tribunal, as the 
case may be, shall record the reasons for not doing so within 
the period so specified; and the President of the National 
Company Law Tribunal or the Chairperson of the National 
Company Law Appellate Tribunal, as the case may be, may, 
after taking into account the reasons so recorded, extend the 
period specified in the Act but not exceeding ten days. No 
injunction shall be granted by any court, tribunal or authority 
in respect of any action taken, or to be taken, in pursuance of 
any power conferred on the National Company Law Tribunal 
or the National Company Law Appellate Tribunal under this 
Code. 

6.  Section 12 of the Real Estate (Regulation & Development) Act, 
2016, contains provisions which deal with the  obligations of a 
promoter regarding veracity of the advertisement or prospectus. 

 Accordingly, where any person makes an advance or a 
deposit on the basis of the information contained in the 
notice, advertisement or prospectus, or on the basis of any 
model apartment, plot or building, as the case may be, and 
sustains any loss or damage by reason of any incorrect, false 
statement included therein, he shall be compensated by the 
promoter in the manner as provided under this Act. 

 However, if the person affected by such incorrect, false 
statement contained in the notice, advertisement or 
prospectus, or the model apartment, plot or building, as 
the case may be, intends to withdraw from the proposed 
project, he shall be returned his entire investment along 
with interest at such rate as may be prescribed and the 
compensation in the manner provided under this Act.

 In the given case, the 30 allottees on the basis of model 
apartment had purchased the properties in the project and 
according to them it was not as per model displayed and the 
promoter company refused to return the investment amount 
of such allottees.
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 Thus, for contravention of provisions of section 12, as 

aforesaid, the promoter company, Trees Estate Ltd. would 
have been penalized.

 As per Section 61 of the Real Estate (Regulation & 
Development) Act, 2016, if any promoter contravenes 
any other provisions of this Act, other than that provided 
under section 3 or section 4, or the rules or regulations 
made thereunder, he shall be liable to a penalty which may 
extend up to five per cent of the estimated cost of the real 
estate project as determined by the Authority.

 Here it is given, that the authority under RERA passed an 
order imposing maximum penalty upon the promoter 
company, Trees Estate Ltd. and the estimated cost of the 
real estate project was R200 crores, so the amount of penalty 
would have been 5% of R200 crores = R10 crores. 

 As per Section 43 of the Real Estate (Regulation & 
Development) Act, 2016, any person aggrieved by any 
direction or decision or order made by the Authority or by an 
adjudicating officer under this Act may prefer an appeal before 
the Appellate Tribunal having jurisdiction over the matter. 

 Where a promoter files an appeal with the Appellate 
Tribunal, it shall not be entertained, without the promoter 
first having deposited with the Appellate Tribunal atleast 
thirty per cent. of the penalty, or such higher percentage as 
may be determined by the Appellate Tribunal, or the total 
amount to be paid to the allottee including interest and 
compensation imposed on him, if any, or with both, as the 
case may be, before the said appeal is heard. 

 Explanation—For the purpose of this sub-section "person" 
shall include the association of allottees or any voluntary 
consumer association registered under any law for the time 
being in force.

 In the given case, the authority under RERA has imposed 
a penalty on Trees Estate Ltd. as well as directed to it 
to compensate the said 30 allottees by returning their 
cumulative investment amount of R20 crores along with total 
interest of R2 crores.

 Thus, the amount of pre-deposit that would have been made 
by Trees Estate Ltd. for filing the appeal with the Appellate 
Tribunal would be:-

	 •	 30%	of	R10 crore = R3 crore or such higher percentage as 
may be determined by the Appellate Tribunal and; 

	 •	 The	 total	 amount	 to	 be	 paid	 to	 the	 allottee	 including	
interest and compensation imposed on him i.e. R20 
crores + R2 crores = R22 crores.

7. (i) As per Section 46 of the IBC, 2016, in an application 
for avoiding a transaction at undervalue, the liquidator or 
resolution professional shall determine : 

 a) That the transaction was entered within the period of one 
year preceding the insolvency commencement date; or 

 b) That the transaction was made with a related party 
within a period of two years preceding the insolvency 
commencement date.  

 The Adjudicating Authority may require an independent 
expert to assess evidence relating to the value of the 
transactions

 In case of transaction entered by Saath Ltd. with Janam 
Ltd.

 Transaction was entered by Saath Ltd. before 19 months 
preceding the insolvency commencement date with Janam 
Ltd. and Saath Ltd. and Janam Ltd. were having two directors 
in common. 

 As per Section 5(24) of the IBC, 2016, related party, in 
relation to a corporate debtor, inter-alia, means any person 
who is associated with the corporate debtor on account of 
having more than two directors in common between the 
corporate debtor and such person.

 As, Saath Ltd. and Janam Ltd. were having two directors in 
common, Janam Ltd. would be considered as related party in 
relation to Saath Ltd. and the transaction took place within 2 
years preceding the insolvency commencement date.   

 Thus, the said transaction can be said to have entered within 
the relevant period for considering it as an undervalued 
transaction.

 In case of transaction entered by Saath Ltd. with Mr. 
Mahesh 

 Transaction was entered by Saath Ltd. before 17 months 
preceding the insolvency commencement date with Mr. 
Mahesh. Mr. Mahesh is a house worker of Mr. Sunil, the 
director of Saath Ltd. There was a case under the Prohibition 
of Benami Property Transactions Act, 1988, going against Mr. 
Mahesh and Mr. Sunil, due to acquisition of such property in 
the name of Mr. Mahesh and it was held that in the order 
passed that Mr. Mahesh was the ‘benamidar’ and Mr. Sunil 
was the ‘beneficial owner’.

 As per Section 5(24) of the IBC, 2016, Related party, in 
relation to a corporate debtor, inter-alia, means — a director 
or partner or a relative of a director or partner of the 
corporate debtor

 Now, as per the order passed under the provisions of the 
Prohibition of Benami Property Transactions Act, 1988, Mr. 
Mahesh was considered as the ‘benamidar’ and Mr. Sunil was 
considered as the ‘beneficial owner’ and thus, it can be said 
that, in substance, the transaction was entered by Saath Ltd. 
with Mr. Sunil and not with Mr. Mahesh and Mr. Sunil being 
a director of Saath Ltd. would be considered as the Related 
party in relation to Saath Ltd.

 Also, the transaction took place within 2 years preceding the 
insolvency commencement date.

 Thus, the said transaction can be said to have entered within 
the relevant period for considering it as an undervalued 
transaction.

 (ii) As per Section 45 of the IBC, 2016, a transaction shall be 
considered undervalued where the corporate debtor — 

 (a) makes a gift to a person; or 
 (b) enters into a transaction with a person which involves 

the transfer of one or more assets by the corporate debtor 
for a consideration the value of which is significantly 
less than the value of the consideration provided by the 
corporate debtor, 

 and such transaction has not taken place in the ordinary 
course of business of the corporate debtor. 

 In case of transaction entered by Saath Ltd. with Janam 
Ltd.
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 Though the transaction has not taken place in the ordinary 
course of business of the corporate debtor but the 
consideration for such supply of goods does not appear to 
be significantly lesser than the value of the consideration 
provided by the corporate debtor as consideration charged 
by Saath Ltd. was R4.4 crores which it would have normally 
sold for 4.6 crores.

 Thus, transaction entered by Saath Ltd. with Janam Ltd. 
cannot be said to be an undervalued transaction even though 
it has been entered into with a related party within the 
relevant period.

 In case of transaction entered by Saath Ltd. with Mr. 
Mahesh

 Here, Saath Ltd. had sold a property to Mr. Mahesh for R15 
crore, the stamp duty value of which was R35 crore. It can be 
said that consideration charged is significantly less than the 
value of the consideration provided by the corporate debtor, 
Saath Ltd. 

 Further, Mr. Mahesh is a house worker of Mr. Sunil, the 
director of Saath Ltd. and also an order under the Prohibition 
of Benami Property Transactions Act, 1988 was passed 
against them. So, such transaction also does not appear to 
take place in the ordinary course of business of the corporate 
debtor, Saath Ltd. 

 Thus, the transaction entered by Saath Ltd. with Mr. Mahesh 
can be said to be an undervalued transaction. 

8. As per Section 33(5) of the IBC, 2016, subject to section 
52, when a liquidation order has been passed, no suit or 
other legal proceeding shall be instituted by or against the 
corporate debtor. 

 Provided that a suit or other legal proceeding may be 
instituted by the liquidator, on behalf of the corporate debtor, 
with the prior approval of the Adjudicating Authority.

 Thus, KC & Sons should not have instituted a suit against 

FAL Ltd. in the City Civil Court due to the restrictions as 
mentioned in the aforesaid provision.

 As per Section 63 of the IBC, 2016, no civil court or authority 
shall have jurisdiction to entertain any suit or proceedings 
in respect of any matter on which National Company Law 
Tribunal or the National Company Law Appellate Tribunal 
has jurisdiction under this Code. 

 Civil court not to have jurisdiction.
 Here, in the given case, the Adjudicating authority i.e. the 

NCLT was having the jurisdiction over the matter with respect 
to non-payment to KC & Sons as per the resolution plan by 
FAL Ltd. and thus, the City Civil court cannot entertain such 
suit as it is not having the jurisdiction to do the same.

 
9. As per Section 52(7) of the IBC, 2016, where the enforcement 

of the security interest yields an amount by way of proceeds 
which is in excess of the debts due to the secured creditor, the 
secured creditor shall— 

 (a) account to the liquidator for such surplus; and 
 (b) tender to the liquidator any surplus funds received from 

the enforcement of such secured assets.
 Thus, TLF (P) Ltd. should  account to the liquidator surplus 

sum of R2 crores yielded in excess of its debts due from 
Anmoli Ltd. as well as tender the same to the liquidator.

 As per Section 52(7) of the IBC, 2016, before any security 
interest is realised by the secured creditor, the liquidator 
shall verify such security interest and permit the secured 
creditor to realise only such security interest, the existence 
of which may be proved either— 

 (a) by the records of such security interest maintained by an 
information utility; or 

 (b) by such other means as may be specified by the Board.
 Thus, before realizing such security interest by TLF (P) Ltd. 

the liquidator should have verified the security interest as 
aforesaid.

CaSe StuDy 4

Mapple Inc. is an American MNC that designs and markets 
consumer electronics, computer software and personal 
computers, etc. Mapple India is the Indian subsidiary of Mapple 
Inc. through which it markets and sells its products in India. 
XPhone and Sintel are leading mobile service providers in 
India, jointly having more than 30 crore Indian subscribers that 
account for almost 52% market share in the GSM market. In 
total, there are around 20 service providers in India but none of 
them individually holds more than 30% of the total market share. 
Particular models of iPhones – iPhone 3G and iPhone 3GS, 
were manufactured by Mapple Inc., launched in India during 
August 2008 and March 2010, respectively. During the fiscal year, 
2010, worldwide sales of iPhones were 73.5 million.
Mobile services in India can be offered through two competing 
technologies i.e. GSM and CDMA and that, SIM cards of each of 
these cellular services are compatible only with those handsets 
which deploy their respective technologies and thus not able to 
substitution. iPhones are based on GSM technology. Handsets 

can be broadly classified as smartphones and featured phones. 
While acknowledging that iPhone is a unique product, there 
are certain smartphones offered by other brands such as Nokia, 
Blackberry, and Samsung that have advanced features and which 
could be considered as substitutes for the iPhone.
Mapple Inc. and Mapple India entered into some exclusive 
contracts/agreements with XPhone and Sintel respectively, for 
the sale of iPhones in India, even prior to its launch. XPhone and 
Sintel are both, cellular data and GSM network service providers 
functioning in India. As a result of the agreements, XPhone and 
Sintel got exclusive selling rights for an undisclosed number 
of years. The iPhones sold by XPhone and Sintel came in the 
compulsorily locked form, thereby meaning, that the handset 
purchased from either of them shall work only on their respective 
networks and none other.
Mapple Inc. permitted iPhone users only those applications on 
their iPhones that have been approved by them and available 
through their own online application store namely ‘App Store’. 
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Further, no other third-party applications can be run on iPhone 
unless the same has been approved by Mapple Inc. If however, 
the operating system of jail broken iPhone is upgraded, the 
iPhone gets re-locked and all the third-party applications are 
deleted by the servers of Mapple Inc. permanently. XPhone and 
Sintel refused to accept any iPhone for repairs at their authorized 
service centers if the same is not purchased from them. However, 
an unlocked iPhone can be purchased from abroad. Also, a 
consumer who has purchased a locked iPhone in India and has 
paid the unlocking fees is free to choose the network operator of 
his choice after unlocking the iPhone.
Out of the total market share for smartphones in India, Mapple 
India had a market share of 1.5% in the year 2008; less than 1% 
in 2009 and 2010 respectively, and 2.4% in 2011. Additionally, at 
the time of the launch of the iPhone in India, there were about 
250 million GSM mobile subscribers which subsequently rose to 
about 600 million in the year 2011.

An allegation by Ms. Rekha:
Ms. Rekha was one of the biggest fans of iPhones. After it was 
launched in India, she purchased an iPhone but was extremely 
disappointed when she realized, that, there were so many 
restrictions for using such iPhone which did not appear, value 
for money. When she investigated more into this, she found out 
that Mapple India was taking undue advantage of the dominant 
position that it enjoyed in the market. She then approached the 
CCI, to file a complaint against such abuse, in violation of section 
4 of the Competition Act, 2002. In her complaint, she made the 
following allegations -  
Mapple India enjoys a dominant position in the relevant market 
for smartphones, both in India as well as internationally, as 
iPhone, being the largest selling smartphone in the world. The 
informant also averted that XPhone and Sintel jointly enjoyed 
a dominant position in the relevant market for GSM mobile 
telephony services in India. The informant further submitted 
that XPhone and Sintel have abused their dominant positions by 
imposing unfair conditions on the purchasers of Mapple iPhones.

Reply by Sintel to the report of CCI:
It fails to consider that any dispute in relation to a 
telecommunication service is actionable under the Telecom 
Regulatory Authority of India Act, 1997, and the Competition 
Act, 2002 cannot be invoked as the CCI does not have any 
jurisdiction on the matters of cellular service providers in India 
when TRAI is the regulatory body. The bundled offer was in 
compliance with the guidelines of TRAI.
The informant failed to make any averment of having purchased 
Mapple iPhone 3G/3GS to show that she had any interest in the 
matter and has the locus standi to file the information.
The informant also failed to state that she had purchased iPhone 
3G and 3GS from the grey market in India or abroad and 
consequently it is inexplicable as to how she has a grievance in 
this regard.
Mapple iPhone 3GS is being sold since June 2011 without its 
network being locked. For this reason, the issue raised in the 
information filed by Ms. Rekha is infructuous. The practice 
of locking the network onto the Mapple iPhone, even though 
in accordance with international practice, has long been 
discontinued in India.

Reply by XPhone to the report of CCI:
The agreement was non-exclusive and iPhones were available 
in India through a number of other distributors/channels and 
XPhone, being a telecom service provider provided the best tariff 
plans to its customers and XPhone never imposed any restrictions 
on its customers with respect to using unlocked phones and 
therefore, there it can be said that there is no violation.
The tariff plans, as were provided to iPhone customers were 
the same and if not, even better than the normal plans offered 
to other subscribers. Further, the tariff plans, as approved by 
Mapple Inc. were filed with the TRAI in August 2008 and were 
in full compliance with the TRAI regulations. Additionally, it 
is important to note that, even if an iPhone specific plan was 
published, the customers always had complete freedom to 
choose from other plans which were not iPhone specific and 
rather the customer were spoilt for choice, given the range 
of plans available to them. Therefore, there is no question of 
XPhone, being discriminating with iPhone customers vis-à-vis 
its other customers.
The concept of “collective dominance” is not recognized under 
section 4 of the Competition Act. Both, Sintel and XPhone 
are separate legal entities, with no structural links and with 
completely different boards of directors and management. 
Therefore, the question of “collective dominance” does not arise.
iPhones are easily available in the open market and without any 
network locking. More importantly, even the iPhones bought 
through XPhone distribution channels were unlocked as and 
when a request was made after following the due process. Further, 
the TRAI’s MNP (mobile number portability) regulations give 
a right to the customer to move from one service provider to 
another freely, and consequently, the same customer can unlock 
his phone without any hassle. These facts clearly indicate that the 
allegations in the information are mere speculations and should 
be dismissed outright.

Answer the following questions:
Multiple Choice Questions
1. The relevant market(s) that the Director-General will identify 

while making the inquiry is/are
 I. Smart Phones in India
 II.  GSM cellular service in India
 III.  Smart Phones in America and India

(a) Only I
(b) I and II
(c) II and III
(d) I, II, and III

2. The iPhones sold by XPhone and Sintel came in the 
compulsorily locked form, thereby meaning, that the handset 
purchased from either of them shall work only on their 
respective networks and none other. This is in the nature of
(a)  Exclusive supply agreement
(b)  Horizontal agreement
(c)  Tie in agreement
(d)  Refusal to deal

3.  Whether the contention of Sintel that CCI does not have 
jurisdiction on the matters of cellular service providers in 
India when TRAI is the regulatory body is correct?
(a)  Yes, TRAI has sole jurisdiction as the industry regulator, 

CCI does not have jurisdiction
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(b)  No, both have the jurisdiction; but TRAI can supersede 
and has primacy being industry regulator over CCI.

(c) No, both are special Acts and primacy have to be given 
to the respective objectives of both the regulators under 
their respective statutes.

(d) Can’t say, as information on TRAI regulations is not 
provided.

4. Assuming that iPhone is not purchased by Miss Rekha from 
the Mapple store. Can she file a case, in the forum under the 
Competition Act 2002?
(a)  No, as Ms. Rekha has purchased iPhone from the grey 

market i.e. through distributors and thus, has no right to 
file a case

(b)  No, as Ms. Rekha has not suffered any loss due to tie-
up agreement made by Mapple India with XPhone and 
Sintel respectively

(c)  Yes, as Ms. Rekha has used the iPhone and availed the 
cellular services, so she indirectly gets affected

(d)  Yes, not only Ms. Rekha but any person can file such a 
case

5.  The chairperson and other members of the CCI office shall 
be appointed by:
(a)  Central Government
(b)  Relevant State Government
(c)  High Court
(d)  Central Government and the selection committee

Descriptive Questions
6.  Whether there can be a case of abuse of dominant position 

against Mapple India, XPhone, and Sintel respectively?

7.  Is there an appreciable adverse effect on competition due 
to the agreement made by Mapple India with XPhone and 
Sintel respectively? 

8.  Briefly states the duties of the CCI and the orders that can 
be passed by it after the establishment of infringement of 
section 3 or section 4 respectively?

ANSWERS TO CASE STUDY 4
1.  (b)  I and II

2.  (c)  Tie in agreement

3.  (c)  No, both are special Acts and primacy has to be given 
to the respective objectives of both the regulators under 
their respective statutes

  The honorable apex court in the Civil Appeal no. 11843 
of 2017 (CCI vs Bharti Airtel Ltd) recognised that the 
TRAI Act and the Competition Act are both special 
Acts and primacy has to be given to the respective 
objectives of both the regulators under their respective 
statutes. CCI’s jurisdiction is not excluded by the 
presence of sectoral regulators and to that end, the CCI 
enjoys primacy with respect to issues of competition 
law. 

4.  (c)  Yes, as Ms. Rekha has used the iPhone and availed the 
cellular services, so she indirectly gets affected

5.  (a)  Central Government

6. Legal Position: As per section 19(4) of the Competition Act 
2002, the Commission (CCI) shall, while inquiring whether 
an enterprise enjoys a dominant position or not, have due 
regard to all or any of the following factors, namely:— 

 a.  market share of the enterprise;
 b.  size and resources of the enterprise;
 c.  size and importance of the competitors;
 d.  economic power of the enterprise including commercial 

advantages over competitors;
 e.  vertical integration of the enterprises or sale or service 

network of such enterprises;
 f.  dependence of consumers on the enterprise;
 g.  monopoly or dominant position whether acquired as a 

result of any statute or by virtue of being a Government 
company or a public sector undertaking or otherwise;

 h.  entry barriers including barriers such as regulatory 
barriers, financial risk, the high capital cost of entry, 
marketing entry barriers, technical entry barriers, 
economies of scale, high cost of substitutable goods or 
service for consumers;

 i.  countervailing buying power;
 j.  market structure and size of the market;
 k.  social obligations and social costs
 l.  relative advantage, by way of the contribution to  the  

economic development, by the enterprise enjoying 
a dominant  position having or likely to have  an  
appreciable adverse effect on competition;

 m.  any other factor which the Commission may consider 
relevant for the inquiry.

 The dominant position has been defined under explanation 
(a) to Sec 4 as a position of strength, enjoyed by an enterprise, 
in the relevant market, in India, which enables it to operate 
independently of competitive forces prevailing in the 
relevant market; or affect its competitors or consumers or 
the relevant market in its favour. 

Analysis of the case
Mapple India had a market share of 1.5% in the year 2008; less 
than 1% in 2009, and 2010 respectively and 2.4% in 2011. Prima 
facie, these percentages of market share don’t suggest anything 
that tantamounts to the existence of dominance.
XPhone and Sintel are leading mobile service providers in India, 
jointly having more than 30 crore Indian subscribers that account 
for almost 52% market share in the GSM market. As regards the 
dominance of XPhone and Sintel in the relevant market, since 
both are two separate entities without the evidence of having any 
horizontal agreement or cartelization between them that could 
be deemed as anti-competitive. Hence, on the basis of section 
19(4) conditions that neither Sintel nor XPhone, individually, 
have any adequate market power so as to be deemed dominant. 
Also, the argument that XPhone and Sintel hold nearly 52% of 
the market share in the GSM services in India cannot be accepted 
for the fact that they are horizontal competitors who fight for 
greater market share. Moreover, there is no allegation, qua these 
OPs that they have indulged in anti-competitive conduct among 
themselves for a common cause.

Conclusion
Thus, it can be concluded that since dominance does not get 
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established, there can be no case for abuse of dominance against 
all the three aforesaid entities under Section 4 of the Act.

7.  According to Section 3(1) of the Act, “No enterprise 
or association of enterprises or person or association 
of persons shall enter into any agreement in respect of 
production, supply, distribution, storage, acquisition or 
control of goods or provision of services, which causes or is 
likely to cause an appreciable adverse effect on competition 
within India”. 

 Section 3(4) of the Act, highlights anti-competitive 
agreements between vertically related enterprise as “Any 
agreement amongst enterprises or persons at different 
stages or levels of the production chain in different markets, 
in respect of production, supply, distribution, storage, sale 
or price of, or trade in goods or provision of services, 
including —

 (a)  tie-in arrangement;
 (b)  exclusive supply agreement;
 (c)  exclusive distribution agreement;
 (d) refusal to deal;
 (e)  resale price maintenance,
 shall be an agreement in contravention of sub-section (1) if 

such agreement causes or is likely to cause an appreciable 
adverse effect on competition in India”.

 Further, what constitutes appreciable adverse effect on 
competition has been provided for in Section 19(3) of the 
Act.

 In the above case, some kind of ‘tie-in arrangement’ can be 
seen which has an adverse implication on the purchaser of 
iPhones in terms of their ability to choose and switch between 
various cellular service providers and data plans. However, 
none of following - Mapple India / Sintel / XPhone, have a 
dominant position in their respective market, and that there 
has been no intentions and evidence to show that the market 
has been foreclosed to competitors or that entry-barriers have 
been erected for new entrants in any of the markets by any 
of the opposite parties. Mapple India had a share of less than 
3% in the market of smartphones during the period 2008-11. 
Furthermore, the share of GSM subscribers using Mapple 
iPhone to total GSM subscribers in India is minuscule (less 
than 0.1%). No operator has more than 30% market share, 
in an otherwise competitive mobile network service market. 
As none of the impugned operators, (XPhone / Sintel) have 
market-share exceeding 30%, that smartphone market in 
India is less than a tenth of the entire handset market, and 
that Mapple iPhone has less than 3% share in the smartphone 
market in India, it is highly improbable that there would be 
an AAEC in the Indian market for mobile phones.

 Moreover, the lock-in arrangement of the iPhone to a 
particular network was only for a specific period and not 
perpetual, a fact known to prospective customers. It is 
difficult to construe consumer harm from entering into a 
‘tie-in arrangement' by the horizontally related enterprises. 
It is observed that there is no restriction on consumers to use 
the network services of XPhone and Sintel to the extent that 

the network services can be availed on any mobile handset, 
even an unlocked iPhone purchased from abroad. Also, a 
consumer who has purchased a locked iPhone in India and 
paid the unlocking fees is free to choose the network operator 
of his choice.

 Also, there is no evidence to show that entry barriers have 
been created for new entrants in the markets i.e. in the 
smartphone market and mobile services market by any of 
the impugned parties. Similarly, existing competitors have 
not been driven out from the market, or that the market 
itself has been foreclosed. Hence, the belief that the tie-
in arrangement has caused serious harm appears untrue. 
Hence, there appears no appreciable adverse effect on 
competition due to agreement by Mapple India with XPhone 
and Sintel respectively.

8.  As per section 18 of the Competition Act 2002, the duties of 
the Commission are as follows:
(a)  To eliminate practices having an adverse effect on 

competition,
(b)  To promote and sustain competition in markets in India,
(c)  To protect the interests of consumers and
(d)  To ensure freedom of trade carried on by other 

participants in markets in India.
 As per section 27 of the Competition Act 2002, where after 

an inquiry under section 19 regarding alleged contravention 
of entering into an anti-competitive agreement or abuse 
of dominance as per procedure detailed in section 26, if 
Commission find the allegation true and contravention of 
section 3(1) or 4(1) respectively, it may pass all or any of the 
following orders-

 Cease and desist order - direct any enterprise or association 
of enterprises or person or association of persons, as the case 
may be, involved in such agreement, or abuse of dominant 
position, to discontinue and not to re-enter such agreement 
or discontinue such abuse of dominant position, as the case 
may be. 

 Impose penalty - as it may deem fit which shall be not more 
than ten percent of the average of the turnover for the last 
three preceding financial years, upon each of such person or 
enterprises which are parties to such agreements or abuse.

 Modification of the terms of such agreements - 
Agreements shall stand modified to the extent and in the 
manner as may be specified in the order by the Commission; 

 To abide - Which direct the enterprises concerned to abide 
by such other orders as the commission may pass and comply 
with the directions, including payment of costs if any.

 Such other order or issue such directions as it may deem fit.
 In case any agreement referred to in section 3 has been 

entered into by a cartel, the Commission may impose upon 
each producer, seller, distributor, trader, or service provider 
included in that cartel, a penalty of up to three times of its 
profit for each year of the continuance of such agreement or 
ten percent of its turnover for each year of the continuance 
of such agreement, whichever is higher.

"The roots of education are bitter, but the fruit is sweet." - Aristotle
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Ca iNtermeDiate - PaPer 8B - eCoNomiCS for fiNaNCe

 NatioNal iNCome 

At the Intermediate level , students are expected to not only acquire professional knowledge but also the ability to apply 
such knowledge in problem solving. In this capsule for students, an attempt has been made to capture the significance 
and importance of the subject of Economics for Finance  with the intention to assist in revision of concepts discussed in 
the study material.

Net Value of all economic goods and services produced within 
the domestic territory of a country in an accounting year plus 
net factor income abroad.

 National Income 
•	 For	analyzing	and	evaluating	the	performance	of	an	economy,
•	 Knowing the composition and structure of the national income,
•	 Income	distribution,	economic	 forecasting	and	 for	choosing	

economic policies and   evaluating them.

Importance 

National Income Accounting 

Different concepts 
of National Income 

Gross National 
Product

GNP at 
Market Prices

NNP at 
Market Prices

GDP at 
Market Prices

NDP at 
Market Prices

GNP at 
Factor Cost 

NNP at 
factor Cost

GDP at 
Factor Cost

NDP at 
Factor Cost

Net National 
Product 

Grorss Domestic 
Product 

Net Domestic 
Product

Per Capita 
Income 

Personal 
Income

Disposable 
Income

Measurement of National 
Income in India

Limitations and  Challenges of 
National Income Computation

Determination of National Income

GNP MP

=  GDP MP  + Net Factor 
Income from Abroad

Factor Cost = Market Price - 
Net Indirect Taxes = Market 

Price - Indirect Taxes + 
Subsidies

NDP MP

= GDPMP - Depreciation
= NNPMP - Net Factor Income 
from Abroad

Gross Domestic Product at 
Factor Cost (GDPFC)
= GDPMP – Indirect Taxes + 
Subsidies

NNP MP

=GNPMP - Depreciation
=NNPMp = NDPMP + Ner Factor 
Income from abroad
=NNPMP = GDPMP + Net 
Factor Income from Abroad - 
Depreciation

Net Domestic Product at Factor 
Cost (NDPFC) is defined as the 
total factor incomes earned by 
the factors of production.
= NDPFC = NDPMP - Net 
Indirect Taxes

Disposable Personal Income 
(DI)  that is available for their 
consumption or savings DI = PI 
- Personal Income Taxes

Personal income is a measure 
of the actual current income 
receipt of persons from all 
sources.
PI = NI + income received but 
not earned - income earned but 
not received.

Market Price
= Factor Cost + Net Indirect 
Taxes= Factor Cost + Indirect 
Taxes – Subsidies

Private Income = Factor income 
from net domestic product 
accruing to the private sector + 
Net factor income from abroad + 
National debt interest + Current 
transfers from government + 
Other net transfers from the rest 
of the world.
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Value added Method or 
Production Method

Product Method or Value Added Method is also called Industrial Origin 
Method or Net Output Method and entails the consolidation of the 
production of each industry less intermediate purchases from all other 
industries.

Under income method, national income is calculated by summation 
of factor incomes paid out by all production units within the domestic 
territory of a country as wages and salaries, rent, interest, and profit. 
Transfer incomes are excluded.

Under the expenditure approach, also called Income Disposal Approach, 
national income is the aggregate final expenditure in an economy during 
an accounting year composed of final consumption expenditure, gross 
domestic capital formation and net exports.

Income method

Expenditure method
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•	 Gross	value	added	
(GVA MP) = 
Value of output 
– Intermediate 
consumption= 
(Sales + change 
in stock) – 
Intermediate 
consumption

•	 NNP	FC	or	
National Income= 
Compensation 
of employees+ 
Operating Surplus 
(rent + interest+ 
profit)+ Mixed 
Income of Self- 
employed+ Net 
Factor Income 
from Abroad

•	 GDPMP	
=Private  final   
consumption   
expenditure+ 
Governmentfinal

•	 consumption	
expenditure + 
Gross domestic 
capital formation 
(Net domestic 
capital formation+ 
depreciation) + 
Net export
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•	 In	the	two-sector	economy	aggregate	demand	(AD)	or	aggregate	
expenditure consists of only two components: aggregate demand 
for consumer goods and aggregate demand for investment goods, 
I being determined exogenously and constant in the short run.

•	Consumption	 function	 expresses	 the	 functional	 relationship	
between aggregate consumption expenditure and aggregate 
disposable income, expressed as C = f (Y). The specific form 
consumption function, proposed by Keynes C = a + bY

•	The	value	of	the	increment	to	consumer	expenditure	per	unit	of	
increment to income (b) is termed the Marginal Propensity to 
Consume (MPC).

Circular Flow in a Two Sector Economy
Wages, Rent, Interest, Profit

Factor Payments
(Y)

Households Firms

Consumption
Expenditure (C)

Factor inputs

Goods and 
Services (O)

Two -Sector 
Model

Three Sector 
Model

Four Sector 
Model

The 
Investment 
Multiplier

The Keynesian theory 
of Determination of 

National Income
Determination of 
National Income 

the Keynesian theory of Determination of 
national income

•	The	 classical	 economists	maintained	 that	 the	 economy	 is	 self-
regulating and is always capable of automatically achieving 
equilibrium at the ‘natural level’ of real GDP or output, which 
is the level of real GDP that is obtained when the economy's 
resources are fully employed. While circumstances arise from 
time to time that cause the economy to fall below or to exceed 
the natural level of real GDP, wage and price flexibility will bring 
the economy back to the natural level of real GDP.

•	Keynes	 argued	 that	 markets	 would	 not	 automatically	 lead	 to	
full-employment equilibrium and the resulting natural level of 
real GDP. The economy could settle in equilibrium at any level of 
unemployment. Keynesians believe that prices and wages are not 
so flexible; they are sticky, especially downward.
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Determination of equilibrium income: two 
Sector Model

(A)

(B)

S = I

C + S

C + I
C

Y

O

I I

X
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X
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Y1

Y1 Y0

Income, Output

Y2

Y1

Y0 Y2
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Deflationary Gap

Deflationary gap is thus a measure of the extent of deficiency of 
aggregate demand, and it causes the economy’s income, output, 
and employment to decline, thus pushing the economy to under- 
employment equilibrium.

(C+I)0

(C+I)0

(C+I)1F

G

E

45°
O M Q* Output, Income

Deflationary
Gap

Aggegate
Demand

}

Inflationary Gap 
Excess demand gives rise to ‘inflationary gap’ which is the amount 
by which actual aggregate demand exceeds the level of aggregate 
demand required to establish the full employment equilibrium.

(C+I)1

(C+I)0E

G

F

45°
O MQ* Output, Income

Inflationary Gap

Aggegate
Demand

}

circulAr FloW in tHree Sector MoDel

Goods and Services Goods and Services

Product
Market

Government

Financial
Market

Factor
Market

Business Household

Expenditures on ConsumptionExpenditures

Govt. Purchases

TransferSubsidies
Payments

Taxes

Government
Borrowings

Taxes

Investment

Factor Payments Personal Income

Factor ServicesFactor Services

Savings

Domestic Products

Investment Expenditure

•	Aggregate	demand	in	the	three-sector	model	of	closed	economy	
(neglecting foreign trade) consists of three components namely, 
household consumption(C), desired business investment 
demand(I) and the government sector’s demand for goods and 
services(G).

•	The	 government	 sector	 imposes	 taxes	 on	 households	 and	
business sector, effects transfer payments to household sector 
and subsidy payments to the business sector, purchases goods 
and services and borrows from financial markets. 

•	 In	equilibrium,	it	is	also	true	that	the	(S	+	T)	schedule	intersects	
the (I + G) horizontal Schedule.

I tell students that the opportunities I had were a result of having a good educational 
background. Education is what allows you to stand out. - Ellen Ochoa
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•	The	four-sector	model	includes	all	four	macroeconomic	sectors,	

the household sector, the business sector, the government sector, 
and the foreign sector and in equilibrium, we have Y = C + I + G 
+ (X-M)

•	The	 domestic	 economy	 trades	 goods	 with	 the	 foreign	 sector	
through exports and imports.

•	 Imports	are	subtracted	from	exports	to	derive	net	exports,	which	
is the foreign sector's contribution to aggregate expenditures. 
If net exports are positive (X > M), there is net injection and 
national income increases. Conversely, if X<M, there is net 
withdrawal and national income decreases

Determination of equilibrium income: three 
Sector Model

DeterMinAtion oF eQuilibriuM in-
coMe: Four Sector MoDel

circulAr FloW in A Four Sector 
econoMY
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World

Product
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Market

Business Government Households

Net Capital Inflow

Expenditure on
Domestic Products

Investment Expenditure

Subsidies

Investment
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public FinAnce

Allocation 
Function

Redistribution 
Function

Stablization 
Function

Fiscal Functions: 
An Overview

Public Finance

Public 
Finance

•	 Since	 the	 1930s,	 the	 traditional	 functions	 of	
the state have been supplemented with the 
economic functions (also called the fiscal 
functions or the public finance function) 

•	 Richard	Musgrave	(1959)	introduced	the	three	
branch taxonomy of the role of government in 
a market economy namely, resource allocation, 
income redistribution and macroeconomic 
stabilization
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unit-ii MArKet FAilure

Market 
Power Externalities Public 

Goods
Incomplete 
Information

Market Failure

Public Finance

Government 
Intervention

Allocation
Function

Market 
Failures

Distribution 
Function 

Stabilization 
Function

•	 Government	 intervention	 to	 direct	 the	
functioning of the economy is based on the 
belief that the objective of the economic system 
and the role of government is to improve the 
wellbeing of individuals and households.

•	 The	 allocation	 responsibility	 of	 the	
governments involves appropriate corrective 
action when private markets fail to provide the 
right and desirable combination of goods and 
services

•	 Market	 failures,	which	hold	back	 the	 efficient	
allocation of resources, occur mainly due to 
imperfect competition, presence of monopoly 
power, collectively consumed public goods, 
externalities, factor immobility, imperfect 
information, and inequalities in the distribution 
of income and wealth.

•	 The	distribution	function	aims	at	redistribution	
of income so as to ensure equity and fairness 
to promote the wellbeing of all sections of 
people and is achieved through taxation 
public expenditure, regulation and preferential 
treatment of target populations.

•	 The	 stabilization	 function	 is	 concerned	 with	
the performance of the aggregate economy 
in terms of labour employment and capital 
utilization, overall output and income, general 
price levels, economic growth and balance of 
international payments.

Externalities

Externalities, also referred to as 'spillover 
effects', 'neighbourhood effects' 'third-party 
effects' or 'side-effects', occur when the 
actions of either consumers or producers 
result in costs or benefits that do not reflect 
as part of the market therefore are external 
to the market.

Types of 
Externalities

Causes of 
Externalities

Public 
Goods

Private 
Good

Quasi  Public 
Goods

Asymmetric 
information

•	 Negative	production	externalities
•	 Positive	Production	externalities
•	 Negative	consumption	externalitied
•	 Positive	consumption	externalities

•	 Externalities	cause	market	inefficiencies	
because they hinder the ability of market 
prices to convey accurate information 
about how much to produce and how 
much to buy. Since externalities are not 
reflected in market prices, they can be a 
source of economic inefficiency

•	 Public	 goods	 do	 not	 conform	 to	 the	
settings of market exchange and left to 
the market, they will not be produced 
at all or will be underproduced. This is 
because the price becomes zero.

•	 Private	 goods	 are	 ‘rivalrous’	 ‘and	
excludable’ and less likely to have the 
free rider problem. Additional resource 
costs are involved for providing to 
another individual.

•	 The	 quasi-public	 goods	 or	 services,	
also called a near public good (for e.g. 
education, health services) possess nearly 
all of the qualities of the private goods 
and some of the benefits of public good. 

•	 Complete	 information	 is	 an	 essential	
element of competitive market. But it is 
not fully satisfied in real world markets 
for goods or services due to highly 
complex nature of products

Government 
intervention to 
correct Market 

Failure

Minimise Market 
Power

Correct 
Externalities
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Common Access Resources

Tragedy of the Commons

Global Public Goods

The Free Rider Problem

Incomplete Information

Asymmetric Information

Adverse Selection

Common access resources or common pool resources are a special 
class of impure public goods which are non-excludable as people 
cannot be excluded from using them. These are rival in nature 
and their consumption lessens the benefits available for others. 
Examples of common access resources are fisheries, forests, 
backwater etc

'The Tragedy of the Commons' (1968). Economists use the term to 
describe the problem which occurs when rivalrous but non excludable 
goods are overused to the disadvantage of the entire world.

Global public goods are those public goods with benefits /costs 
that potentially extend to everyone in the world. These goods have 
widespread impact on different countries and regions, population 
groups and generations throughout the entire globe.

A free rider is a person who benefits from something without 
expending effort or paying for it. In other words, free riders are 
those who utilize goods without paying for their use. Example is 
Wikipedia

Complete information is an important element of competitive 
market. Perfect information implies that both buyers and sellers 
have complete information about anything that may influence 
their decision making

Asymmetric information occurs when there is an imbalance in 
information between the buyer and the seller i.e., when the buyer 
knows more than the seller, or the seller knows more than the 
buyer. This can distort choices.

Adverse selection generally refers to any situation in which one party 
to a contract or negotiation, such as a seller, possesses information 
relevant to the contract or negotiation that the corresponding 
party, such as a buyer, does not have; this asymmetric information 
leads the party lacking relevant knowledge to make suboptimal 
decisions and suffer adverse effects.

Direct

Indirect

As Supplier Public 
Goods/ Information

As buyer / 
Procurement
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to alter costs
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Moral hazard

Moral hazard is opportunism characterized by an informed 
person’s taking advantage of a less-informed person through an 
unobserved action

•	Pollution	 taxes	 are	 difficult	 to	 determine	 and	 administer	 due	
to difficulty to discover the right level of taxation, problems 
associated with inelastic nature of demand for the good and the 
problem of possible capital flight

•	Direct provision of a public good by government can help 
overcome free- rider problem which leads to market failure. The 
non-rival nature of consumption provides a strong argument for 
the government rather than the market to provide and pay for 
public goods

•	Subsidy	 is	 market-based	 policy	 and	 involves	 the	 government	
paying part of the cost to the firms in order to promote the 
production of goods having positive externalities.

•	Two	 of	 the	 most	 common	 types	 of	 individual	 subsidies	 are	
welfare payments and unemployment benefits.

•	Left	 to	the	market,	merit	goods	are	 likely	 to	be	under-produced	
and under- consumed so that social welfare will not be maximized.

•	When	governments	provide	merit			goods,		it			may			give			rise			to	
large economies of scale and productive efficiency and there will 
be substantial demand for the same.

Market Outcomes of Pollution Tax

Effect of Subsidy on Output

Market Outcome for Merit Goods

Cost/
benefit Marginal social cost

Marginal private cost
plus taxes

Marginal private cost

Marginal Social Benefit

QuantityQ1

P

B

C

A1

A
P1

Q
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MSB
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Cost/
benefit

Marginal Private cost

MPB=MSB
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C

P
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Marginal social cost
Welfare loss
from
underproduction/
underprovision
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Government usually intervenes in many primary markets which are 
subject to extreme as well as unpredictable fluctuations in price. For 
example, in India, in the case of many crops the government has 
initiated the Minimum Support Price (MSP) programme as well as 
procurement by government agencies at the set support prices.

Price ceilings prevent a price from rising above a certain level. 
When a price ceiling is set below the equilibrium price, quantity 
demanded will exceed quantity supplied, and excess demand or 
shortages will result. For example: maximum prices of food grains 
and essential items are set by government during times of scarcity. 
A price ceiling which is set below the prevailing market clearing 
price will generate excess demand over supply.

Market Outcome of Minimum Support Price

Market Outcome of Price Ceiling

Price
Rs.

Price floor

QuantityQ
D

S

Q1

75

150

Q2

Q1

75

150

Q2

D

S

Price ceiling

Quantity

Price
Rs.

FiScAl policY

Objectives 
of Fiscal 

Policy

Instruments 
of Fiscal 

Policy

Types of 
Fiscal 
Policy

Automatic 
Stabilizers 

Versus 
Discretionary 
Fiscal Policy

Fiscal Policy

Public Finance

•	Fiscal	 policy	 involves	 the	 use	 of	 government	 spending,	 taxation	
and borrowing to influence both the pattern of economic activity 
and level of growth of aggregate demand, output, and employment.

•	The	 significance	 of	 fiscal	 policy	 as	 a	 strategy	 for	 achieving	
certain socio-economic objectives was not recognized or widely 
acknowledged before 1930 due to the faith in the limited role 
of government advocated by the then prevailing laissez- faire 
approach.

•	Fiscal	policy	is	in	the	nature	of	a	demand-side	policy.

expAnSionArY FiScAl policY For 
coMbAting receSSion

An expansionary 
fiscal policy is used 

to address recession and 
the problem of general 

unemployment on 
account of 

business cycles.

Discretionary fiscal 
policy refers to deliberate 

policy actions on the part of 
the government to change the 
levels of expenditure and taxes 

to influence the level 
of national output, 

employment, 
and prices.

P2
P1

Y1 Y2

P3

Price
Level

Real GDP (Y)

LAS SAS1

SAS2

AD2

AD1

contrActionArY FiScAl policY For co-
MAbAting inFlAtion

Discretionary fiscal policy refers to deliberate policy actions on the 
part of the government to change the levels of expenditure and taxes 
to influence the level of national output, employment, and prices.

P3
P2

Y

P1

Price
Level

Real GDP (Y)

SAS2

SAS1

AD2
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moNey market

Functions 
of Money

The Demand 
for Money

Theories of 
Demand for 

Money

Post-Keynesian 
Developments 
in the Theory 

of Demand for 
Money

Money Market

The Concept of 
Money Demand

Money has generalized purchasing power and is generally 
acceptable in settlement of all transactions and in discharge of 
other kinds of business obligations including future payments.

•	Keynes’	 theory	 of	 demand	 for	money	 is	 known	 as	 the	 ‘liquidity	
preference theory’. ‘Liquidity preference’, is a term that was coined 
by John Maynard Keynes in his masterpiece ‘The General Theory 
of Employment, Interest and Money’ (1936).

•	According	 to	Keynes,	 people	 hold	money	 (M)	 in	 cash	 for	 three	
motives: the transactions, precautionary and speculative motives.

•	The	transaction	motive	for	holding	cash	is	directly	related	to	the	
level of in- come and relates to ‘the need for cash for the current 
transactions for personal and business exchange.’

•	The	 amount	 of	 money	 demanded	 under	 the	 precautionary	
motive is to meet unforeseen and unpredictable contingencies 
involving money payments and depends on the size of the income, 
prevailing economic as well as political conditions and personal 
characteristics of the individual such as optimism/ pessimism, 
farsightedness etc.

•	The	speculative	motive	reflects	people’s	desire	to	hold	cash	in	order	
to be equipped to exploit any attractive investment opportunity 
requiring cash expenditure. The speculative demand for money 
and interest are inversely related.

The quantity theory of money, one of the oldest theories in 
Economics, was first propounded by Irving Fisher of Yale University 
in his book ‘The Purchasing Power of Money’ published in 1911 
and later by the neoclassical economists

MV = PT
Where, M = the total amount of money in circulation (on an 
average) in an economy
 V = transactions velocity of circulation 
 P = average price level (P= MV/T)
 T = the total number of transactions.

The Cambridge approach
In the early 1900s, Cambridge Economists Alfred Marshall, A.C. 
Pigou, D.H. Robertson, and John Maynard Keynes (then associated 
with Cambridge) put forward a fundamentally different approach 
to quantity theory, known as cash balance approach.

Md = k PY
Md = is the demand for money balances, Y = real national income
P = average price level of currently produced goods and services 

PY = nominal income
k = proportion of nominal income (PY) that people want to 

hold as cash balances

When money takes the form of a commodity with intrinsic value, it 
is called commodity money. For e.g., gold, silver or any other such 
elements may be used as money.
Fiat money is used as a medium of exchange because the government 
has, by law, made them “legal tender,” which means, they serve, by 
law, as means of payment.

tHe DeMAnD For MoneY

Liquidity trap is a situation where the desire to hold bonds is very 
low and approaches zero, and the demand to hold money in liquid 
form as an alternative approaches infinity.

r*

r1
r2
r0

O M1 M2 M3 M4

Interest rate

Speculative Demand for Money

Liquidity Trap
Region

The Sources 
of Money 

Supply

Measurement 
of Money 

Supply

Determinants 
of Money 

Supply

The concept 
of Money 
Multiplier

Money Market

The concept of 
Money Supply

The term money supply denotes the total quantity of money 
available to the people in an economy. The quantity of money at 
any point of time is a measurable concept.

The measures of money supply vary from country to country, from 
time to time and from purpose to purpose.

•	 The	current	practice	 is	 to	explain	 the	determinants	of	money	
supply based on ‘money multiplier approach’ which focuses 
on the relation between the money stock and money supply in 
terms of the monetary base or high-powered money.

 M = m X MB
 Where M is the money supply, m is money multiplier and MB is 

the monetary base or high-powered money
The monetary base is the sum of currency in circulation and bank 
reserves

DeterMinAntS oF MoneY SupplY

M1 = Currency notes and coins with the people + demand 
deposits with the banking system (Current and Saving 
deposit accounts) + other deposits with the RBI.

M2 = M1 + savings deposits with post office savings banks.
M3 = M1 + net time deposits of banks and
M4 = M3 + total deposits with the Post Office Savings 

Organization (excluding National Savings Certificates

•	The	 Reserve	 money,	 also	 known	 as	 central	 bank	 money,	 base	
money or high-powered money determines the level of liquidity 
and price level in the economy.

•	The	money	multiplier	 is	 a	 function	 of	 the	 currency	 ratio	which	
depends on the behaviour of the public, excess reserves ratio of the 
banks andthe required reserve ratio set by the central bank.
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Ca fouNDatioN - PaPer 2a - BuSiNeSS lawS

the Sale of GooDS aCt, 1930
(I) Provisions related to transfer of Ownership 
[Section 18-26]

In this capsule, we have summarized the important concepts of the Unit 3 and 4 of the Chapter 2: The Sale of Goods 
Act, 1930. From Examination point of view, this chapter comprises of around 12 to 14 marks of the paper.  In this 
chapter, students are tested with conceptual understanding of the legal provisions, as well application of the important 
concepts in the simple practical scenarios. This capsule will help the students to revise and retain essentials of some 
of the important provisions related to transfer of ownership, delivery of goods and unpaid seller.

(i) Stages involved in transfer of ownership:

Different stages of Goods while passing of property under this 
category:

Example: X buys a Washing Machine and asks for home delivery. 
The washing machine immediately becomes the property of X.

Example: X purchased a laptop and asks for home delivery but 
that laptop does not have a Windows operating system installed. 
The property transfers to X only after shopkeeper installed OS 
making the laptop ready for delivery and intimated the buyer 
about it.

Example: A sold carpets to the Company which were required 
to be laid. The carpet was delivered to the company’s premises 
but was stolen before it could be laid. It was held that the carpet 
was not in deliverable state as it was not laid, which was part of 
the contract and hence, the property had not passed to the buyer 
company.

Specific Goods in 
Deliverable Stage 

Property in goods passes to the buyer 
when the contract is made 

irrespective of time of the payment or 
delivery or both.

Passing of Property

Rules regarding transfer of property in goods
Depends on two basic factors:

Primary Rules: For determination of passing of property from seller 
to Buyer
1. Passing of Property in Case of Specific or Ascertained Goods

Passing of 
property

Passing of 
property 
implies-

Delivery 
of Goods

Passing of 
Risk

•	 Passing	of	Ownership
•	 If	 the	 property	 has	

passed to the buyer, the 
RISK in the goods sold 
is that of the buyer and 
NOT of the seller

Identification of goods Intention of parties

Goods must be ascertained 
in order to pass the 

property in goods to buyer

Property in goods is 
transferred at the time-
•	 when	parties	intend	it	to	

be transferred

Ascertaing of intention shall 
be on the basis of-
•	 terms	of	contract
•	 conduct	of	the	parties,	and
•	 circumstances	of	the	case

Goods must be specific 
and ascertained to acquire 
the ownership right on the 

goods by buyer

Passing of 
Property in case 

of Specific or 
Ascertained Goods

Transferred at 
such time as the 
parties intend it 
to be transferred 

Ascertainment of 
intention depends on

Conduct of 
the Parties

Circumstances 
of the Case

When there is a contract for the sale of specific 
goods;

Specific Goods to be put in Deliverable Stage

the property does not pass until such thing is done 
and buyer has notice thereof.

seller is bound to do something to the goods for 
putting them into deliverable state;

Specific Goods 
in a Deliverable 

Stage when 
seller has to do 
anything to put 
it in deliverable 

stage

•	 Contract	for	sale	of	specific	goods
•	 seller	is	bound	to	weigh,	measure,	

test or do something for purpose of 
ascertaining price

•	 then	the	Property	in	goods	passes	to	
the buyer

•	 only	when	such	thing	is	done	and	
buyer has notice of it.

2. Sale of Unascertained Goods

When there 
is a sale of 

Unascertained 
Goods,

no property is 
transferred to 

the buyer

unless the 
goods are 

ascertained
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Rules in respect of passing of property under this category

Delivery to the Carrier

Sale of unascertained or 
future goods by description 

The goods to 
match with 
description 
and quality

Goods 
must be in 
deliverable 

state

The 
appropriation 

must be by 
seller with the 
assent of the 
buyer  or vice 

versa

The assent 
may be 

express or 
implied

The assent 
may be given 

before or 
after the 

appropriation

Unconditionally 
appropriated 

(seller does not 
reserve the right 
of disposal until 

certain conditions 
are fulfilled, like 

payment of price)

Seller delivers the goods 
to the buyer or carrier or 

other bailee

does not reserve the right 
of disposal,

for the purpose of 
transmission and

the goods are 
appropriated

Example: A bill of lading of railway parcel is made out in the name 
of the buyer and is sent to him, the ownership in the goods passes 
from the seller to the buyer. In case the goods are subjected to 
accidental loss or by theft, the seller will not be liable.

Example: A sends to B a water motor on approval or return in 
March, 2020. B to return it after trial in August, 2020. The water 
motor has not been returned within a reasonable time, and 
therefore, A is not bound to accept it and B must pay the price. Example: A bids for an antique painting at a sale by auction. 

After the bid, when the auctioneer struck his hammer to signify 
acceptance of the bid, he hit the antique which gets damaged. The 
loss will have to be borne by the seller, because the ownership of 
goods has not yet passed from the seller to the buyer.

Example: X sends furniture to a company by a truck and instructs 
the driver not to deliver the furniture to the company until the 
payment is made by company to him. The property passes only 
when the payment is made.

3. Goods sent on Approval or “Sale Or Return”

4. Reservation of Right of Disposal

PASSING OF PROPERTY

Does something to the goods which is 
equivalent to acceptance

When he signifies his approval or acceptance

Retains goods without giving notice of rejection

Where there is a 
contract for the sale 

of specific goods 
or where goods 

are subsequently 
appropriated to the 

contract

the seller may by the terms of 
the contract or appropriation, 

reserve the right of disposal of 
the goods

until certain conditions are 
fulfilled

Risk Prima Facie passes with Property

Until the property therein is transferred to the buyer

when the property therein is transferred to the buyer

If delivery is delayed by the fault of the seller or the buyer

The duties and liabilities of the seller or the buyer as bailee of 
goods for other party

the goods remain at the seller’s risk

the goods are at the buyer’s risk whether delivery has 
been made or not.

the goods remain at the risk of the party in default  
(seller or buyer as per the case)

will not be affected even when risk has passed.
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Example: P, the hirer of vehicle under a hire purchase agreement, 
sells them to Q. Q, though a bona fide purchaser, does not acquire 
the ownership in the vehicle. At the most he acquires the same 
right as that of the hirer.

Examples: 1. A, B, and C are three brothers and joint owners of a 
T.V and VCR and with the consent of B and C, the VCR was kept 
in possession of A. A sells the T.V and VCR to P who buys it in 
good faith and without notice that A had no authority to sell. P 
gets a good title to VCR and TV.
2. During IPL matches, P buys a TV set from R. R agrees to deliver 
the same to P after some days. In meanwhile R sells the same to S, 
at a higher price, who buys in good faith and without knowledge 
about the previous sale. S gets a good title. Examples: 1. Certain goods lying at wharf were sold in a lot. The 

seller instructed the wharfinger to deliver them to the buyer who 
had paid for them and the buyer, thereafter, accepted them and 
took away part. Held, there was delivery of the whole.
2. A agrees to sell 100 quintals of wheat to B at ` 1,000 per quintal. 
A delivers 1,100 quintals. B may reject the whole lot or accept only 
1,000 quintals and reject the rest or accept the whole lot and pay 
for them at the contract of sale.

(II) Transfer of Title by Non Owners (Section 27-30)

(III) Performance of the Contract of Sale (Section 
31-44)
Meaning of delivery

Types of Delivery

Duties of seller and Buyer

Rules regarding Delivery of Goods

Rule Related to Acceptance of Delivery of Goods

Where goods are 
sold by a person 
who is not the 

owner; and

who does not have 
the authority or 

with the consent of 
the owner

buyer does not 
acquire a 
good title

NEMO DAT 
QUOD NON 
HABET – No one 
can give what he 
has not got.

Exceptions:

Sale by a Mercantile Agent

Sale by one of the joint owners

Effect of Estoppel

Sale by an unpaid seller

Sale under provisions of other Acts

Sale by a person in possession under voidable 
contract

Sale by a person who has already sold goods 
but continues in  possession thereof

Sale by a buyer obtaining possession before the 
property vested in him

Definition of 
Delivery 

voluntary 
transfer of 

possession from 
one person to 

another

Types of 
delivery

Actual 
Delivery

Constructive 
Delivery

Symbolic 
delivery

to deliver the 
goods

to accept 
and pay for 
them

Duty of 
the 

seller

Duty of 
the 

buyer

Part
delivery

Buyer to apply 
for delivery

Place of delivery

Time for 
delivery

Instalment
deliveries

Delivery of 
wrong quantity

Expenses of 
delivery

Goods in 
possession of a 

third party

Delivery to 
carrier/ 

wharfinger

Deterioration 
during transit

Buyer's right 
to examine 
the goods

intimates to the 
seller that he 

had accepted the 
goods; or

does any act to 
the goods, which 

is inconsistent 
with the 

ownership of the 
seller; or

retains the goods 
after the lapse of 

a reasonable time, 
without intimating 
to the seller that he 
has rejected them.

Acceptance is deemed to take 
place when the buyer-
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(IV)  Unpaid Seller (Section 45-61)

1. The Whole price has not been paid or tendered and the 
seller has an immediate right of action for the price

2. When a bill or exchange or other negotiable instrument 
has been received as conditional payment and it has been 
dishonoured.

UNPAID SELLER

Example: P sold some goods to R for R60,000 and received 
a cheque for a full price. On presentment, the cheque was 
dishonoured by the bank. P is an unpaid seller.

Example: A sold certain goods to B for a price R50,000 and 
allowed him to pay the price within one month. B becomes 
insolvent during this period of credit. A, the unpaid seller, can 
exercise his right of lien.

Example: A sold a car to B for R1,00,000 and delivered the same 
to the railways for the purpose of transmission to the buyer. The 
railway receipt was taken in the name of B and sent to B. Now A 
cannot exercise the right of lien.

Rights of an Unpaid Seller

Right of Unpaid Seller against the Goods
1. Seller’s Lien

2. Right of stoppage in transit:

Against Goods

Property in 
Goods has passed 

to the buyer

Property in Goods 
has not passed to 

the buyer

Lien

Resale

Lien

Resale

Withholding  
Delivery

Suit for Price

Suit for Damages

Suit for Interest

Stoppage in 
transit

Stoppage in 
transit

Against the Buyer

Rights of an 
unpaid Seller

RIGHT TO RETAIN 
POSSESSION 

UNTIL PAYMENT:

The goods are deemed to be in 
course of transit

for the purpose of transmission 
to the buyer,

from the time when they are 
delivered to a carrier or other bailee

until the buyer or his agent in 
that behalf takes delivery of them

from such carrier or other bailee.

G
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tWhere goods sold without stipulation 
as to credit (Cash Sales)

Goods sold on credit, but terms 
of credit expired

Buyer becomes insolvent 
(ceases to pay debt in the ordinary 

course of business)

(ii)

(i)

(ii)

(iii)

Termination 
of Lien 

Buyer or agent 
lawfully obtains 

the goods

Delivers goods 
to carrier 
or bailee 

By Estoppel 
(by conduct or 

behaviour)

By waiver

Right of 
stoppage 
in transit 

means

the right of 
stopping the 
goods while 
they are in 

transit,

to regain the 
possession 

and

to retain them 
till the full 

price is paid

Right of stoppage in 
transit is exercised only 

when the following 
conditions are fulfilled

The seller 
must be 
unpaid.

He must 
have 

parted 
with the 

possession 
of goods. 

The 
goods are 
in transit.

The 
buyer has 
become 

insolvent.

The 
right is 

subject to 
provisions 
of the Act.

(i)
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(iv)

(v)

(vi)

When does the transit come to an end?
When the buyer 
or other bailee 

obtains delivery.

Buyer obtains 
delivery before 

the arrival 
of goods at 
destination

Where the carrier 
or other bailee 

acknowledges to the 
buyer or his agent that 
he holds the goods as 
soon as the goods are 

loaded on the ship, 
unless the seller has 
reserved the right of 

disposal of the goods.

If the carrier 
wrongfully 
refuses to 
deliver the 

goods to the 
buyer.

Where goods 
are delivered 
to the carrier 
hired by the 

buyer

Where the part 
delivery of the 
goods has been 

made to the 
buyer, the transit 

will come to 
an end for the 

remaining goods 
which are yet 

in the course of 
transmission.

Where the 
goods are 

delivered to a 
ship chartered 
by the buyer, 

the transit 
comes to an 

end.

Stoppage in 
transit

By taking actual 
possession of goods 

by giving notice to the 
carrier not to deliver 

the goods.

Exceptions 
where unpaid 
seller’s right 
of lien and 
stoppage in 
transit are 
defeated

When the seller has assented to the sale, 
mortgage or other disposition of the goods made 
by the buyer

When a document of title to goods has been 
transferred to the buyer and the buyer transfers 
the documents to a person who has bought goods 
in good faith and for value

Example: A entered into a contract to sell cartons in possession of 
a wharfinger to B and agreed with B that the price will be paid to A 
from the sale proceeds recovered from his customers. Now B sold 
goods to C and C duly paid to B. But anyhow B failed to make the 
payment to A. A wanted to exercise his right of lien and ordered 
the wharfinger not to make delivery to C. Held that the seller had 
assented to the resale of the goods by the buyer to the sub-buyers. 
As a result, A’s right to lien is defeated.

3. Right of re-sale

Where the 
goods are of a 

perishable nature

Where he gives 
notice to the buyer 
of his intention to 
re-sell the goods

A re-sale by the 
seller where a 

right of re-sale 
is expressly 

reserved in a 
contract of sale

Where an unpaid 
seller who has 

exercised his right 
of lien or stoppage 

in transit resells 
the goods

Where the 
property in goods 
has not passed to 

the buyer

•	 Suit	for	price	
•	 Suit	for	damages	for	non-acceptance	
•	 Repudiation	of	contract	before	due	date	
•	 Suit	for	interest

Rights of 
unpaid seller 

against the 
buyer 

Rights of Unpaid Seller against the Buyer

Breach of Contract by Seller

Right of Buyer in case of breach of contract by seller

Fails to deliver the goods at the time or in manner prescribed

Repudiates the contract

Deliver non-conforming goods and buyer rejects and 
revokes acceptance

Breach of contract by seller, where he-

Breach of contract by seller, where he-

Breach of contract by seller, where he-

Rights of 
buyer

Suit for specific 
performance

Damages for 
non-delivery

Suit for breach 
of warranty

Repudiation of 
contract before 

due date 

Suit for 
interest
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Example: A’ agreed to sell a rare painting of Mughal period to 
‘B’. But on the due date of delivery, ‘A’ refused to sell the same. In 
this case, ‘B’ may file a suit against ‘A’ for obtaining an order from 
the Court to compel ‘A’ to perform the contract (i.e. to deliver the 
painting to ‘B’ at the agreed price).

(V) Auction Sale (Section 64)

Meaning

the 
property 
is sold to 
the highest 
bidder

mode of 
selling 
property by 
inviting bids 
publicly and 

Auction 
sale is

Legal Rules of Auction Sale

Rules

•	 Where goods are sold in lots
•	 Completion of the contract of sale
•	 Right to bid may be reserved
•	 Where the sale is not notified by the seller
•	 Reserved price
•	 Pretended bidding

Example: P sold a car by auction. It was knocked down to Q who 
was only allowed to take it away on giving a cheque for the price 
and signing an agreement that ownership should not pass until the 
cheque was cleared. In the meanwhile till the cheque was cleared, 
Q sold the car to R. It was held that the property was passed on 
the fall of the hammer and therefore R had a good title to the car. 
Both sale and sub sale are valid in favour of Q and R respectively.

economic UPDATeS 
•	 The	Recent	Monetary	Policy	 on	October	 8th	 2021	

opined that based on an assessment of the evolving 
macroeconomic and financial conditions and the 
outlook, the MPC voted unanimously to maintain 
status quo with regard to the policy repo rate and 
by a majority of 5 to 1 to retain the accommodative 
policy stance

 https://www.rbi.org.in/Scripts/BS_PressReleaseDisplay.
aspx?prid=52367

•	 Moody's	 Investors	 Service	 had	 raised	 the	 rating	
outlook for 18 Indian corporates and banks, 
including Reliance Industries, Infosys, SBI and Axis 
Bank, to 'stable' from 'negative. Stabilization in asset 
quality and improved capital are the main drivers of 
this rating action as per Moody’s.

 https://www.business-standard.com/article/companies/
moody-s-raises-rating-outlook-to-stable-for-18-indian-
corporates-banks-121100600974_1.html

•	 Tatas	have	won	the	bid	to	acquire	debt-laden	state-
run Air India offering Rs 18,000 crore for acquiring 
100 per cent shareholding, The international service 
was among the first public-private partnerships in 
India, with the government holding 49 per cent, the 

Tatas keeping 25 per cent and the public owning the 
rest. In 1953, Air India was nationalise.

 https://www.business-standard.com/article/economy-
policy/tata-sons-emerges-as-the-top-bidder-for-air-india-
govt-121100800678_1.html

•	 Reliance	 acquires	 REC	 Solar	 Holdings	 for	 $771	
million. The acquisition is key to RIL's new-energy 
vision to become a global-scale photovoltaic (PV) 
manufacturing player, which includes plans to build 
solar capacity of at least 100 gigawatts (GW) by 2030.

 h t t p s : / / w w w . i n d i a t o d a y . i n / b u s i n e s s / s t o r y /
r e l i a n c e - a c q u i r e s - r e c - s o l a r - h o l d i n g s - g r e e n -
energy-1863177-2021-10-10

•	 South	Asian	Economies	recover	amidst	uncertainties.	
India’s economy, South Asia’s largest, is expected to 
grow by 8.3 percent in the fiscal year 2021-22, aided 
by an increase in public investment and incentives to 
boost manufacturing. Many countries experienced 
lower investment flows, disruptions in supply chains, 
and setbacks to human capital accumulation, 

 h t t p s : / / w w w . w o r l d b a n k . o r g / e n / n e w s / p r e s s -
release/2021/10/07/south-asian-economies-recover-
amidst-uncertainties
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aCroSS
1. An exchange where securities or commodities 

are regularly bought and sold.
6. A small movable device that lets you control a 

range of things on a computer.
10. ______is an American company that develops, 

manufactures, and markets elevators, 
escalators.

11. _______will provide seed money to support 
the collaborative efforts of community 
organisations and the private sector.

12. ______have been issued by the Accounting 
Standards Board of ICAI.

13. ______is approved to treat moderate to severe 
plaque psoriasis in adults.

15. It is, by area, the largest country in sub-
Saharan Africa.

17. ______is used to distinguish strong acids from 
weak acids

18. ________is an international accounting 
designation granted to accounting 
professionals in many countries around the 
world

19. ______ is short for representative.
20. For development and regulation of inland 

waterways for shipping and navigation
23. _____is one of the Philippines’ leading 

universities.
24. A citizen of a particular country.
27. _____ is an investment in the form of a 

controlling ownership in a business in one 
country by an entity based in another country.

30. A Dutch development bank. 
31. A type of computerised forum or network that 

facilitates the trading of financial products 
outside traditional stock exchanges.

32. A South Korean multinational conglomerate.
34. A crypto currency created in late 2018. 
35. Used to introduce an explanation that is 

simpler than the one given earlier.
36. A group of people or firms who have agreed to 

co-operate with each other.
39. _____is an inner-outer iteration method with 

variable inner accuracy.
40. Roman numeral for 2
41. The national public radio broadcaster of India 
43. A package/freight delivery company based in 

France.
44. A specialty pharmaceutical company 

46. Used for risk management and return 
analysis.

47. ________International Limited is an 
UK-Dutch multinational professional 
services network, and one of the Big Four 
accounting organizations.

48. One of India’s premier educational 
institutions.

         
DowNwarD
1. A ______ is the arrangement that you make 

when you book something such as a hotel 
room. 

2. Canada’s capital,
3. A Denmark-based holding company, which 

invests in firms active in the field of agro-
industrial sector

4. ______ Accountancy is a firm of Ipswich 
Accountants which look after forward 
thinking clients, both in Suffolk and other 
parts of the UK.

5. A statement of the general comparability 
of an international educational credential 
to a completed Canadian educational 
credential.

6. A mineral name given to a group of 
minerals that are physically and chemically 
similar.

7. A Beijing-based bicycle sharing company.
8. A global academic publisher of books, 

journals, and a growing suite of library 
products and services.

9. A type of employee benefit plan which 
is intended to encourage employees 
to acquire stocks or ownership in the 
company.

14. _____curve can be derived from the 
Keynesian theory from its analysis of 
money market equilibrium.

16. The northernmost zone of the Indian 
Railways.

18. _____is a French government-funded 
technological research organisation. 

21. _______used to show an exact position or 
particular place.

22. The association or trade group for the 
global financial services industry.

23. An American shedding-type card game 
that is played with a specially printed deck.

25. ______ connects all living beings to nature and 
the universe.

26. _____Strauss & Co. is an American clothing 
company.

27. ______is Mozambique’s Maputo Handicraft Fair.
28. A display ad technology that creates 

personalized ads based on data about the viewer 
at the moment of ad serving.

29. Towards the inside.
32. Measuring a great distance from end to end. 
33. _____has been pioneering various courses in the 

domain of technical education.
34. Most commonly refers to the wound inflicted by 

a bee.
36. A block cipher which was used for securing 

mobile phones in the United States.
37. ______costs are those which have already been 

incurred and which are unrecoverable.
38. A strip of rawhide or worked leather. 
42. A modular space station (habitable artificial 

satellite) in low Earth orbit.
45. A branch of health care that helps people of all 

ages who have physical, sensory, or cognitive 
problems.
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