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CA. Nihar N Jambusaria 
PrEsidENt, iCAi

“Live your beliefs and you can turn the world around.” - Henry David Thoreau

My Dear Students,

Iwould like to express my sincere thanks and gratitude to the 
almighty for giving me this remarkable opportunity to serve 
as President of our illustrious institution. As I pen down this 

farewell message, my thoughts revert back to the time when I first 
communicated with you as President, ICAI, in March 2021 issue of 
the Students’ Journal wherein I had shared with you our vision for the 
year 2021-22. We envisaged to review the Chartered Accountancy 
education system and training vis a vis the National Education Policy 
2020 along with revisiting the entire course curriculum with the aim 
to strengthen holistic learning amongst CA students. Today, I am 
gratified and satisfied by what we are able to accomplish together by 
standing strong in front of unprecedented times. 

As the time approaches nearer towards the end of my 
presidential term it seems that the whole year has passed in a blink 
of an eye. Inspite of the hardships caused by the outbreak of the 
second wave of the Covid-19 pandemic, the past year had been very 
significant as far as various initiatives for our students community 
are concerned. Despite the challenges, we stayed undeterred and 
committed to serve the students in the best possible manner. 
During the year, we have tried our best to address the various 
issues concerning the Chartered Accountancy course so that the 
goal to produce fully equipped world-class multidimensional 
professionals, to meet new challenges, is fulfilled. Let me 
recapitulate some of the major student centric accomplishments 
undertaken by the ICAI during the year 2021-22, 

•	 Exemption	of	Course	fee	including	ICITSS	and	AICITSS	
fee for the Students who lost either or both the parent(s) 
due to Covid-19.

•	 UGC	granted	academic	equivalence	to	CA	Qualification	
at par with postgraduate degree

•	 Live	 Coaching	 Classes	 in	 virtual	 mode	 provided	 on	
complimentary basis (free of charge) for the students of 
all levels (Foundation, Inter & Final) for much required 
support in preparing for your exams safely.  

•	 Mobile	 technology	 to	 provide	 interactive	 learning	 in		
innovative ways to impart quality services to CA students 
as part of an ongoing effort to provide better and more 
responsive services to students.  

•	 The	last	attempt	to	appear	in	Final	and	Intermediate	(IPC)	
old courses was extended to December 2021. 

•	 On	 1st July, 2021, on the occasion of CA Day, launched 
Mobile	 App,	 namely,	 "ICAI-BOS"	 for	 CA	 Students	 -	 a	
complete study station for a better learning future for CA 
Students. I am pleased to inform that this app has received 
an overwhelming response from the students who have 
benefited greatly. 

•	 Digitization	 of	 Scholarship	 Process	 for	 the	 award	 of	
Scholarship to CA Students.

•	 Auto	integration	of	Article	Placement	&	Industrial	Training	
Portal with the self-service portal of ICAI. Now companies 
are getting online approval within 24 hours thereby creating 
vacancies and enabling them in selecting students online.

I would like to reminisce another significant initiative that has 
been undertaken this year. In order to enable aspiring Chartered 
Accountants to acquire competence, Committee for Review 
of Education and Training (CRET) was constituted to review 
the existing system of education and training in terms of the 
dynamic nature of economic environment and rapid technological 
developments. A multi-pronged approach, as adopted in the past, 
has been followed this time also for appraising the extant system 
of education and training in terms of its strengths and weaknesses. 
CRET has considered the recommendations of the various groups 
formed thereunder, and a new scheme of education and training 
is being developed taking into consideration the requirements 
of International Education Standards, international curriculum 
earlier released, significant features of National Education 
Policy, 2020 and best practices of education and training of other 
international accountancy bodies.  

We have also organised several students’ conferences, 
conventions and contests during the year for the holistic 
development	and	enrichment	of	the	Students.		These	conferences	
and activities played a pivotal role in sharpening the skill sets of 
the students and developing their overall personality. As part of 
this	 drive,	National	Talent	Hunt	Competition	was	 organized	 on	
16th January 2022 at Centre of Excellence, Hyderabad. CA Students 
from	all	 regions	participated	 in	 the	same.	The	event	received	an	
overwhelming response and was a grand success. I wish to convey 
my heartiest congratulations to the winners of the Best Presenter 
(PPT) Competition and Debate Competition. An International 
Conference for CA Students with the theme “AIM, ACT, 
ACHIEVE” was also organised on 29th - 30th	 January	 2022.	The	
international conference had been instrumental for the students to 
exchange their knowledge and vast experience with the dignitaries 
and distinguished speakers.

Dear students, since results for the examinations held in 
December 2021 are expected to be announced this month, 
I understand the anxiety and apprehensions of all those who have 
appeared in these examinations. My best wishes are with you and 
I firmly believe that you will come out with flying colours and it 
would be a day to cherish and remember filled with utmost joy. 
But always remember those who have guided and supported you 
in your journey of success, particularly your parents and teachers. 
You have every reason to rejoice but remember, the celebration 
should be followed by a firm determination to work harder.

As	 the	 Greek	 philosopher,	 Heraclitus,	 said,	 “Change is the 
only constant”, it is time to say adieu to you all and pass on the 
baton. I wish to convey my sincere gratitude to Vice President 
CA. (Dr.) Debashis Mitra and esteemed council colleagues who 
stood	with	me	 like	 a	 pillar,	 in	managing	organizational	 affairs.	 I	
also compliment Chairman BoS (A) CA. Jay Chhaira, Chairman 
BoS	 (O)	CA.	 Sushil	 Kumar	Goyal,	 Vice	Chairman	BoS	 (A)	CA.	
Ranjeet	 Kumar	 Agrawal,	 Vice	 Chairman	 BoS	 (O)	 CA.	 Pramod	
Boob, and all Committee members of Board of Studies for their 
untiring efforts in managing the affairs of the Board of Studies and 
bringing the key students’ initiatives to fruition. I also express my 
heartfelt appreciation for the Director of Studies, faculty members, 
Officials	and	Team	members	of	Board	of	Studies.	I	am	confident	
that	the	BoS	(Academics	and	Operations)	shall	continue	to	strive	
to render best learning resources, knowledge delivery systems, 
quality service and support to our students.

Wishing you all the best in your future endeavours!
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VICe PResIDent’s CoMMUnICAtIon  

CA. (DR.) DEBASHIS MITRA
ViCE PrEsidENt, iCAi

“Always bear in mind that your own resolution to succeed is more important than any other.”  - Abraham Lincoln

My Dear Students, 

I feel elated as I communicate and reconnect with all of you 
after a brief interregnum and pen down this last message on 
conclusion of my tenure in the capacity of Vice President 
of the Institute. My journey as the Vice President has been 

immensely gratifying and accomplishing as it bestowed me with 
numerous opportunities to serve my alma mater, our esteemed 
institute, overseeing and witnessing prominent events along with 
paving way for reforms in education, training, and examination.     

During the year, Board of Studies (Academics) made earnest and 
proactive efforts to introduce many exemplary initiatives and 
measures to bring about major transformations in knowledge 
development and delivery towards the larger interest of the 
Institute’s stakeholders - our students.
The	inception	of	last	year	was	marked	with	the	iconic	achievement	
of	 grant	 of	 academic	 equivalence	 by	 the	 University	 Grants	
Commission to the Chartered Accountancy qualification with its 
Post	Graduate	degree.	This	recognition	has	made	the	Chartered	
Accountants eligible to appear in National Eligibility Test (NET) 
conducted	 by	University	 Grants	 Commission,	 award	 of	 Junior	
Research	Fellowship/	Assistant	Professorship	in	the	Universities	
across India and pursue Ph.D. in various Indian universities.
As part of its continuous endeavour to facilitate students in 
learning anytime and anywhere by leveraging technology, BoS(A) 
launched	 the	 mobile	 application	 namely,	 "ICAI-BOS",	 thereby	
offering an array of services to you along with complete package 
of its academic resources including latest announcements, Live 
Coaching Classes, educational content, Students’ journal along 
with the salient feature of “Ask your query” through which you 
may raise subject-specific academic queries to BoS(A) faculty. 
This	 app	 is	 enormously	 beneficial	 for	 you	 as	 it	 connects	 you	
with	 BoS(A)	 and	 enables	 you	 to	 zestfully	 participate	 in	 all	 its	
initiatives, to make the best use of its resources and tread ahead 
on	the	path	towards	success.		The	efficacy	of	e-books	available	at	
the digital learning hub has also been enhanced by incorporating 
the feature of audio soundtrack to the same.
As the Indian economy, beating all odds, is growing at a 
phenomenal pace, professional opportunities are expanding 
manifolds.	 The	 role	 of	 a	 chartered	 accountant	 is	 resultantly	
undergoing a major transformation to shoulder newer 
responsibilities in the dynamic environment. You, as the future 
accountancy professionals, have to inevitably rise to the occasion 

competing	with	international	professionals	on	our	own	soil.		The	
ICAI, with an aim to design a new scheme of academic education 
in light of international education standards, best practices 
adopted by international accountancy bodies and implementation 
of National Education Policy 2020, constituted a Committee 
for Review of Education and Training (CRET) during the year 
to	 review	 the	 existing	 system	of	 education	 and	 training.	There	
is a major thrust on developing a new scheme of education and 
training to bolster the competence of the chartered accountants 
to enable them to play an integral role of management and 
leadership. In the dynamic market environment, the role of a 
chartered accountant is to innovate the business model which is 
akin to the strategy process.
In order to extend a helping hand in times of need and offering 
financial relief to our students who have lost either or both 
parent(s) to Covid-19 pandemic during the period 1st April, 
2020 to 31st March, 2023, a Scheme of Waiver/ Exemption of CA 
Course Fee was launched on CA Day - 1st	July,	2021.	Under	this	
scheme, complete registration fee for the CA Course (all levels) 
including ICITSS (Integrated Course on Information Technology 
and Soft Skills) and AICITSS (Advanced Integrated Course on 
Information Technology and Soft Skills) has been waived off on 
submission of the requisite documents at the time of registration 
by the students.
I wish to convey my best wishes to the students who have appeared 
in the examinations held in December 2021. I understand that 
the period before declaration of results is marked by anxiety and 
apprehensions.  However, I sincerely believe that your persistent 
hard work and dedicated efforts would certainly pave way for 
your success and help you all to bring glory and add one more 
feather in your cap.  
I am grateful for the blessings bestowed on me by the Almighty for 
giving me this invaluable opportunity to serve the distinguished 
profession. We shall continue to strive to render best knowledge 
delivery systems, quality service to you and together we shall 
achieve new feats, creating new benchmarks in accounting 
education and profession.

"When we succeed, we succeed because of our individual 
initiatives, but also because we do things together." 

         - Barack Obama
My esteemed Council colleagues, our students and our alumni 
make this institute one of the finest centres of academic 
endeavours in the world.  I hope that our sincere efforts coupled 
with your persistent support will enable us to meet the future 
challenges and bring glory to our accounting profession. 
Wish you all the best in all your pursuits of life!
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“The only person who is educated is the one who has learned how to learn and change.”  - Carl Rogers

•	 Committee for Review of Education and Training (CRET): 
Under	CRET,	 four	groups	were	constituted	 to	deal	with	different	
aspects of scheme of education and training like academics, 
examination, practical training, ICITSS and AICITSS so that work 
on	different	areas	can	be	carried	out	simultaneously.	The	Academic	
group has submitted and circulated its report amongst its members.

•	 MCQ booklets and Case Study Digest:	 These	 publications	
comprising plentiful questions for practice based on Case scenarios 
or Case Studies for selected subjects in CA Intermediate/CA Final 
have been updated and released to apprise your understanding of 
vital concepts having extensive application.

•	 Hindi Study Material:	The	Hindi	Study	Material	has	been	hosted	
on the Institute’s website for the students of Foundation and 
Intermediate Courses appearing in May 2022 examination and 
onwards.

Capsule Content 
As a perpetual practice, this edition offers integrated subject 
capsule on Paper 8: Indirect Tax Laws for CA Final, Paper 2: 
Corporate and Other Laws for CA Intermediate and Paper 3: 
Business Mathematics and Logical Reasoning & Statistics for CA 
Foundation students. 
I,	along	with	Vice	Chairman,	CA.	Ranjeet	Kumar	Agarwal,	extend	our	
heartfelt gratitude and earnest regards to the Honourable President 
CA. Nihar N Jambusaria, Honourable Vice President CA. (Dr.) 
Debashis Mitra, esteemed Council members, co-opted members 
and special invitees for their constant support and guidance. I am 
grateful to Vice Chairman for his all-time support throughout the 
entire year. I would also like to acknowledge the Director, BoS(A) 
and team BoS(A) for their conscientious hard work and teamwork 
towards	 execution	 of	 these	 initiatives.	Though	 we	 all	 have	 put	 in	
our best efforts to serve you, still we have lot more to achieve and I 
sincerely hope that the entire team at BoS(A) will continue to work 
towards the larger interest of our students.
Lastly, I wish you all the very best for your future endeavours. Life 
will always throw challenges at you. But it’s you who must decide 
whether to escape from them or face them with a smile and brave 
heart. Certainly, with intense perseverance and hard work, all your 
dreams will get fulfilled and you will become a successful professional 
and better human being with each passing day.
Stay safe, stay healthy.

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

My Students, 

T hrough this communication, I would like to bid my 
goodbye to you as Chairperson, BoS(Academic). I get 
nostalgic, but at the same time, have encouraging feeling 
that my journey in this role has throughout been a 

satisfying ride with numerous prospects for innovative endeavours 
and accomplishments. We worked together persistently to implement 
various key initiatives of BoS(A) with utmost sense of sincerity and 
dedication thereby overall making ICAI a remarkable experience 
for our students. It is time to recapitulate the great initiatives/work 
executed by BoS(A) in the year 2021-22.  

BoS Endeavours in the year 2021-22 
•	 Deletion of topics: To reduce the excessive burden and ease 

out the preparation of students for examination, the exercise of 
deletion of some non-vital topics in specific papers at all levels of 
CA curriculum was carried out successfully.

•	 Study Material:	 The	 updated	 Study	 Material	 for	 May	 2022	
examination and onwards has been made available to students that 
include illustrations, examples, and practice exercises to sharpen or 
enhance your learning during your journey in becoming successful 
Chartered Accountant.

•	 Free Live Coaching Classes (LCC): BoS(A) has been conducting 
Free Live Coaching Classes since 1st July 2020 for its students at 
all levels of CA curriculum. Ensuing the phenomenal response 
of the students, BoS(A) has been continuing with this initiative 
and	 is	 conducting	 its	4th	 such	batch	currently.	The	4th	batch	of	
LCC	was	launched	on	25th	October	2021	for	students	appearing	
in Intermediate June 2022 examination and Final June 2022/
November 2022 Examinations and on 8th December 2021 for 
the students appearing in Foundation June 2022 Examination. 
Students can attend these coaching classes (including previous 
batches) through their desktop/laptop or any hand-held devices at 
any time with one time registration details.

•	 Mobile APP – “ICAI-BoS”: BoS(A) launched Android version 
of its mobile app, namely, "ICAI-BoS" for CA Students on CA 
Day	on	1st	 July	2021	and	 i-OS	Version	for	 iphone	users	on	12th	
August 2021. Currently, more than 1,78,000 students have installed 
the mobile app, which is a one-stop solution to get all learning, 
education material with a single click, such as all educational 
contents,	 live	 and	 recorded	 classes,	 online	 MCQ	 assessment,	
download notes and assignments, important announcements via 
push	 notification	 etc.	 Through	 the	 feature	 “Ask Your Query” 
in the Mobile app, almost 3400+ subject-specific academic 
queries of students at all the levels of CA curriculum have been 
resolved by the Faculty of Board of Studies (A). Besides Current 
Batch Recorded Lectures, the app also provides the students 
Previous Batch Recorded Lectures with their respective notes and 
assignments. 
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A TrANSiTioN - LiBor To Arr

Born on 1st	January	1986,	LIBOR	(London	Interbank	Offered	
Rate) has been in use for last several decades as a benchmark 
in the global financial market. Not only this even some 
countries used the same rate for computation of benchmark 
rate of their home currency transactions. For example, the 
MIBOR	(Mumbai	 Interbank	Offer	Rate]	 the	rate	of	 interest	
charged by a bank on a short-term loan to another bank, 
is	 modeled	 closely	 on	 LIBOR,	 while	 the	 British	 Banker’s	
Association	(BBA)	was	considered	as	mother	of	LIBOR,	the	
Eurodollar Market used to be considered as father.

Though	 LIBOR	 was	 quoted	 for	 a	 maximum	 period	 of	 12	
months but derivative transactions such as futures and 
swaps enabled the creation of benchmark out of much longer 
tenure.	 This	 has	 resulted	 in	 explosion	 of	 LIBOR-linked	
derivative	market	and	it	is	estimated	that	an	amount	of	USD	
300-350 trillion of financial instruments in corporate debts, 
mortgages variable rate loans, municipal debts and other 
derivative	products	across	the	globe	are	linked	to	LIBOR	as	
reference rate. Hence, it is termed as an important number in 
the financial world. 

LIBOR	is	determined	daily,	 through	a	process	 in	which	the	
member banks in the panel submit quotes at 11 a.m. [London 
Time]	in	the	morning	for	different	currencies	and	maturities	
ranging from 1 day to 12 months, and an average of these 
rates so submitted is taken and published after certain 
adjustments.	The	 rate	 thus	published	 are	used	 as	 reference	
rate for a variety of financial transactions across the globe. 

Somewhere in 2008, there were some reports that it played in 
worsening the 2007-2008 financial crisis as some banks might 
have	understated	their	borrowing	costs	(reported	as	LIBOR)	
to protected their Credit Worthiness. Moreover, in 2012 a 
retired	 banker	 said	 that	 the	 LIBOR	 has	 been	manipulated	
since long time for profit by many banks including Barclays 
Deutsche	 Bank,	 Robobank,	 UBS	 and	 the	 Royal	 Bank	 of	
Scotland. Barclay was a key player on this overall scam 
and among others it has reached to settlement with the 
authorities.	 The	 authorities	 in	 the	 US	 and	 UK	 have	 fined	
various	banks	for	this	rigging	of	LIBOR	to	the	tune	of	US	$	9	
Billion. Not only that even criminal charges were also levied 
against individuals traders and brokers. Even some high level 
executives in the banks were asked to leave their positions. 
After a spate of investigations and discussions, finally in July 
2017,	the	UK	Financial	Conduct	Authority	(FCA)	announced	
that	LIBOR	should	be	phased	out	by	the	end	of	2021	and	for	
all new lending’s and borrowings from 1st January 2022 and 
Alternative Reference Rates (ARRs) would be used. However, 
US	LIBOR	will	continue	to	be	quoted	till	June	2023	and	after	
that it will cease to exist. 
Thus,	with	the	beginning	of	1st January 2022, companies shall 
be required to enter into contract using ARRs. 

ARRs	 are	 different	 from	 LIBOR	 because	 of	 the	 following	
reasons :- 
(i)  While ARRs are based on actual overnight transactions 

either	 secured	 or	 unsecured,	 LIBOR	 is	 unsecured	
without any collateral and mainly relies on the judgment 
of the panel banks to a great extent. 

(ii)  ARRs are also considered to be near risk free rates with 
no term premium. 

Now question arises which ARR shall be used for benchmarks 
rate	i.e.	what	is	the	alternative	to	LIBOR.	The	answer	lies	in	
the	fact	that	contrary	to	single	LIBOR	for	different	currencies,	
the ARRs shall have different names, regulator and nature. 
In addition to that, these will be referred on the basis of 
geographical referred locations of different currencies. 
The	different	ARRs	are	as	follows:
Region Rate Regulator Nature

USA Secured 
Overnight	
Financing Rate 
(SOFR)

Federal 
Reserve Bank 
of New York

Secured

UK Sterling 
Overnight	Index	
Average	(SONIA)

Bank of 
England

Unsecured

Europe Euro-Short-Term 
Rate (€STER)

European 
Central Bank

Unsecured

Japan Tokyo	Overnight	
Average Rate 
(TONAR)

Bank of Japan Unsecured

Switzerland Swiss Average 
Rate	Overnight	
(SARON)

SIX (Swiss 
Stock 
Exchange)

Secured

Recently, India’s number one Public Sector Bank, State Bank 
of	India	has	adopted	new	benchmark	in	place	of	LIBOR	and	
started offering ARRs based products to its customers.
Another question arises whether this transition will be risk 
free or not. Yes, of course, the transition will not be risk 
free.	The	question	arises	as	 to	what	 type	of	major	risk’s	are	
involved in this transition. 

Not only that there will be a need to evaluate and assess these 
risks arising from transition but there will be a great need to 
prioritize	them.

The	major	 types	of	 risks	 involved	 in	 this	 transition	process	
are as follows:
1. Conduct Risk:	 One	 of	 the	 major	 risk	 involved	 in	

transition	 from	LIBOR	 is	Conduct	Risk.	This	 risk	will	
arise	when	 existing	 contracts	 linked	 to	LIBOR	will	 be	
shifted to ARR then there will be value transfer due to 

With effect from 1st January 2022 LIBOR will not be available for use as an interest rate index and it will be replaced 
with ARR. Now the question arises whether this transition will be so facile, it is a million-dollar question. This 
article analyses the various risks which are likely to be encountered during this process of transition.

CA. Ashish Gupta

The author is Deputy Director, ICAI.
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difference in rates which could leave bank’s client in 
worst off due to Basis Risk. Not only that even client may 
feel that bank have mistreated them and have transferred 
to an inferior contractual terms even they may feel that 
product or deposit has become unsuitable for them 
because of failure to perform as per expectation. 

	 This	risk	can	be	mitigated	by:
	 •	 Establishing	and	developing	clear,	strong	and	early	

communication with clients.
	 •	 Understanding	 the	 varying	 needs	 and	 level	 of	

sophistication of different clients due to the 
transition.

	 •	 Ensuring	 that	 all	 disclosures	 due	 to	 transition	 are	
clear, fair and transparent. 

	 •	 Ensuring	that	clients	well	understand	the	risks	and	
outcomes they are exposed due to transition.

	 •	 Develop	a	Risk	Culture	in	the	bank	that	encourage	
each staff member take accountability of risk and 
act proactively to manage this risk. 

2. Legal Risk:	 The	 financial	 contracts	 lacking	 fallback	
language that accommodate the switch over to ARR from 
LIBOR	may	be	vulnerable	to	uncertainties	and	disputes.	

 To mitigate this type of legal risk following steps are 
required:

	 •	 Amending	the	existing	contracts	to	address	this	issue
	 •	 Thoroughly	 examining	 the	 contractual	 language	

and analysis of differences due to such switch over. 
	 •	 Ensuring	 the	 proper	 compliances	 with	 the	

concerned Regulators. 

3. Systematic Risk:	 Since	 LIBOR	 is	 based	 on	 a	 deep	
market and it may be possible that the ARR may be based 
on smaller number of transactions giving suspicion to 
volatility and disruption during the time of market stress.

	 Though	 systematic	 risk	 are	 considered	 uncontrollable	
but their exposure can be mitigated by:

	 •	 Establishing	 a	 proper	 timeline	 for	 reducing	
exposure	to	LIBOR

	 •	 Monitoring	and	managing	LIBOR	exposure
	 •	 Developing	systems	and	procedure	 to	switch	over	

to ARRs in consultation with market regulator.

4. Liquidity Risk: Due to transition the discounting 
curve will undergo a change which will not ultimately 
impact the prices of financial product but will trigger 
margin calls in case of derivatives. Due to this the short-
term	 liquidity	 ratio	 could	 be	 adversely	 impacted.	The	
exposure of this risk can be mitigated by

	 •	 Assessing	whether	a	term	rate	structure	is	required	
to value the financial products in consultation with 
concerned regulator.

	 •	 Incorporation	of	adequate	liquidity	risk	premium	in	
ARRs. 

5. Valuation Risk: Not only the Valuation of financial 
products of cash market, the financial instruments of 
derivatives	 depends	 on	 LIBOR.	 Hence	 transition	 will	
impact valuation of these financial instruments may 
even require compensation payments especially when 
spread is higher. 

	 The	mitigation	of	this	risk	calls	for	following	steps:
	 •	 Building	 new	 set	 of	 curves	 keeping	 in	 view	 the	

currencies involved with each ARR.
	 •	 Revisiting	Valuation	Models.
	 •	 Consultation	with	Regulators.

6. Accounting Risk:	This	risk	results	from	de-recognition	
of associated hedging relationship especially in case 
of interest rate risk. Not only this it will further lead 
to modification in position of Assets and Liabilities 
including Impairment of Assets. 

 To mitigate this risk following steps shall be required :
	 •	 Identification	 of	 items	 of	 Balance	 sheets	 and	

instruments that shall be effected by such transition.
	 •	 Following	 guidelines	 issued	 by	 concerned	

Regulators and standard setters.
	 •	 Modification	of	hedge	documentation.	

7. Taxation Risk: Transition to ARR, may lead to impact 
on	 Income	 Statement	 of	 the	 organization	 which	 may	
result in taxation dispute with the concerned authorities. 
To mitigate the impact of this risk, it is necessary to :

	 •	 Follow	 the	 guidelines/notifications/amendments	
issued by concerned taxation authorities.

	 •	 Consult	any	legal	or	taxation	experts.
	 •	 Identify	the	contracts	which	may	lead	to	such	tax	disputes.

8. Model Risk: Due to different nature of ARR from 
LIBOR	on	account	of	various	basis,	there	shall	be	need	
to revisit amend and revise various models based on 
LIBOR,	 keeping	 in	 view	 the	 relative	 risk	 involved	 in	
these	ARRs.	This	risk	ultimately	leads	to	Valuation	and	
Accounting risks. To mitigate this risk it is necessary: 

	 •	 To	 review	 the	 Model	 well	 before	 the	 time	 of	 its	
implementation.

	 •	 As	much	as	possible	consider	the	other	factors	such	
as liquidity premium etc. while revising the Model.

	 •	 Before	implementing	the	Model	carry	out	a	proper	
simulation analysis and ensure its validation run. 

	 •	 Fair	adjustment	in	the	Models.	

Thus,	 it	 can	 be	 concluded	 that	 transition	 from	 very	 old	
benchmark	 interest	 rate	 (LIBOR)	 to	 ARR	 shall	 not	 be	 so	
easy as same will not only pose teething problems for the 
concerned regulators, it will also pose following challenges 
for the banks, effected companies and the firms:
 Changes in the accounting procedures and policies.
 Adequate disclosures in the Annual Reports of the 

companies meant for the world at large.
 Major modifications in the Risk Management 

framework especially for those companies who are 
using Enterprise Risk Management framework because 
contrary to silo approach this is firm-wide approach 
which follows holistic approach integrating all parts of 
the	organization.		

 A major overhaul in strategic policies/ decisions on 
urgent basis as there may be changes in the estimates 
due to change in benchmark interest rate.

Disclaimer: The views expressed or implied in the article are 
that of the author and may not necessarily represent the views 
of ICAI.
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CuSTomS 
Levy of ANd exemPTioNS from CuSTomS duTy

It has always been the endeavour of Board of Studies to provide quality academic inputs to the students of Chartered Accountancy 
Course.	Keeping	with	this	objective,	BoS	has	come	up	with	a	crisp	and	concise	capsule	on	Part	II:	Customs	&	FTP	of	Paper	8:	
Indirect	Tax	Laws	of	Final	Course,	to	facilitate	students	in	quick	revision	before	examination.		The	Capsule	makes	use	of	diagrams,	
tables, flow charts etc. to facilitate recap of select topics of Customs law namely, levy of and exemptions from customs duty; types 
of duty & classification of imported and export goods. 
The	capsule	is	based	on	the	Customs	law	as	amended	by	the	Finance	Act,	2021	and	significant	notifications/circulars	issued	till	
31st	October	2021	and	is	thus,	relevant	for	students	appearing	in	May,	2022	examination.		Students	may	note	that	this	capsule	is	
a tool for quick revision and thus, should not be taken as a substitute for the detailed study of the subject.  Students are advised to 
refer	to	the	October	2021	Edition	of	Final	Course	Study	Material	along	with	Statutory	Update	for	May	2022	examination	which	
has been hosted on the ICAI website, for comprehensive study and revision.

Charging 
section 12

Customs Duties are levied on goods 
imported into and exported from India

At rates specified in Customs 
Tariff	Act,	1975	[CTA,	1975]

Provisions to apply to 
Govt.	goods	also

Taxable 
event

The Customs 
Tariff Act, 1975

First 
Schedule

enlists the goods liable 
to import duty

enlists the goods liable 
to export duty

Second 
Schedule

when goods reach customs barriers + B/E for 
home consumption filed

custom barriers would be crossed when goods 
sought to be taken out of customs & brought 

to mass of goods in country

when the goods cross the territorial 
waters of India

goods cleared for 
home consumption

when the goods 
cross the territorial 

waters of India

goods 
warehoused

Imports

Exports

 Indian Customs waters – means waters extending into the sea 
up to the limit of EEZ & includes any bay, gulf, harbour, creek 
or	tidal	river.		Powers	of	customs	officers	extend	up	to	Indian	
Customs Waters.

 Territorial Waters of India (TWI)- extends up to 12 nautical 
miles (nm) into sea from baseline.

 Exclusive Economic Zone (EEZ) -	 area	 beyond	 TWI.	The	
limit of EEZ is 200 nm from the nearest point of the baseline.  
Area beyond that is ‘high seas’

Goods entered 
for home 

consumption

Date of 
presentation of 

bill of entry
OR

Date of entry 
inwards of the 

vessel/arrival of 
the aircraft or 

vehicle
 whichever is 

later

Date on which 
a bill of entry 

for home 
consumption 
in respect of 
such goods is 

presented

Date of 
payment 
of duty

Goods cleared for 
home consumption 
from the warehouse

Any other 
goods 

Charging Section [Section 12]

Taxable event

Important terms

Schedules of the Customs Tariff Act, 1975

Date for determining the rate of duty 
and tariff valuation of imported goods 
[Section 15]
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(ii) Exemption to re-import of goods and parts thereof for repairs/
reconditioning/reprocessing/remaking or similar other process

S. 
No.

Particulars Ti m e - l i m i t 
for re-
imp or tation 
from the date 
of exportation

Other conditions 
to be satisfied

1. Goods	
manufactured 
in India and 
re-imported 
for repairs/
reconditioning 
other than 
specified goods

3 years

Export to 
Nepal- 10 
years.

(a) Re-exported 
within 6 
months 
(extendable 
till 1 year) of 
the date of re-
importation.

(b)	The	AC/DC	
of Customs 
is satisfied as 
regards identity 
of the goods.

(c) Execution of 
bond

2. Goods	
manufactured 
in India and 
re-imported for 
Reprocessing/
Refining/Re-
making/any other 
similar process

1 year

Time-limit for re-importation

Same goods

No change in ownership

3 years further extendable for a period up to 2 years. 

In	case	of	goods	exported	under	AA	/	DFIA	/	EPCG	/	DEPB	
etc - 1 year further extendable for a period upto 1 year

(B) Goods derelict, wreck etc. [Section 21]

All goods, derelict, jetsam, 
flotsam and wreck brought 
or coming into India

If goods restored to the 
importer after pilferage 

Treated like 
imported goods

importer becomes 
liable to duty

If imported goods 
are pilfered 

If importer proves 
upto the satisfaction of 

AC/DC 

 Before order for 
clearance for home 

consumption /deposit 
in a warehouse

 At any time before 
clearance for home 

consumption

After unloading

imported goods are 
lost/destroyed

 No duty payable

 Duty is remitted

Owner	of	any	
imported goods may 
relinquish his title to 

the goods

Any time before an order for 
clearance of goods for home 

consumption
OR

order for permitting the 
deposit of goods in a 

warehouse

Not be liable to pay 
the duty

No relinquishment of title 
-	Goods	regarding	which	

an offence appears to have 
been committed

(A) Re-importation of goods
 (i) Re-importation of goods exported under duty drawback, 

exported for repairs, etc. - Concessional duty payable

S. 
No.

Description of goods 
exported

Amount of import duty 
payable if re-imported

1. Goods	exported-
(i) under claim for duty 

drawback;
(ii) under claim for refund 

of integrated tax paid 
on export goods;

(iii) under bond without 
payment of integrated 
tax

(iv) under duty exemption 
scheme (Advance 
Authorisation/ DFIA) 
or	EPCG)

Amount of incentive 
availed of at the time of 
export

In case of point (iv) amount 
of	IGST	and	compensation	
cess leviable at the time 
and place of importation of 
goods subject to specified 
conditions. 

2. Goods	 other	 than	 those	
falling under S. No. 1 
exported for repairs 
abroad

Duty of customs 
(BCD,	 IGST	 and	 GST	
compensation cess) on 
value = Fair cost of repairs 
including cost of materials 
(actually incurred or not), 
used in repairs 
+
insurance and freight 
charges, both ways.

3. Goods	 other	 than	 falling	
under S. No. 1 & 2 above

NIL

Duty liability in special circumstances

Conditions to be satisfied for claiming the above two concession 
exemptions:-

No duty on pilfered goods [Section 13]

Right to relinquish the title to the 
goods-abandonment of goods

Remission of duty on goods lost, destroyed 
or abandoned [Section 23]
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	REMISSION	
of duty on 

DESTROYED	
goods.

Section 23

REDUCED	
duty on 

DAMAGED	
goods.

General Exemption Special Exemption

	 Central	 Government	 in	
public interest

	 by	notification	in	the	Official	
Gazette

 exempt generally either 
absolutely or conditional 
exemption

 conditional exemption-valid 
upto 31st day of March 
falling immediately after 
2  years from the date of 
such grant/ variation unless 
otherwise specified

	 Central	 Government	 in	
public interest

 by special order in each case

 exempt from payment of 
duty 

 only under circumstances - 
exceptional nature

 No duty - if the amount of 
duty leviable is equal to or 
less than Rs. 100.

= Duty on goods before
   damage/deterioration

Value of damaged/deteriorated goods*
Value of goods before 
damage/deterioration

(a) Cases where the abatement is available

Goods Damaged / Deteriora-
ted up to the 
satisfaction of AC/DC

Any imported 
goods

before or during 
unloading

Any imported 
goods, 
other than 
warehoused 
goods

by accident after 
unloading but before 
examination for 
assessment by the 
customs authorities

Provided such 
accident is not 
due to any wilful 
act, negligence 
or default of 
the importer, 
his employee or 
agent

Any 
warehoused 
goods

by accident in 
warehouse before their 
actual clearance from 
such warehouse

Section 13 Section 22

NO	DUTY 
on PILFERED 

goods.

Imported 
goods  used 

for more than 
one purpose

By denaturing 
- goods made 
unfit for other 

purposes. After 
denaturing - 
goods can be 
used only for 

one purpose and 
accordingly duty 

leviable

 

×

Exemption from customs duty [Section 25]

Denaturing or mutilation of goods [Section 24]

Difference between section 13, 22 and 23 
of the Customs Act, 1962

Abatement of duty on damaged or 
deteriorated goods [Section 22]

or

Value 

ascertained 

by the proper 

offi
cer

Gross	sale	

proceeds in case 

of sale by public 

auction/tender  or 

any other manner

*Valuation of the damaged or deteriorated 
goods

Amount of duty chargeable after abatement

Effective date of notification

Effective 
date not 

mentioned 

Clarifications

Exemption 
through a 

special order

•	 Date	 of	 its	 issue	 by	 the	 Central	
Government	 for	 publication	 in	 the	
Official	Gazette.

•	 Issued	within	1	year	from	the	issue	of	the	
notification  

•	 retrospective	effect

•	 Date	of	its	issue

Exemption from customs duty on imported 
goods used for inward processing of goods 
[Section 25A] / re-imported goods used for 
outward processing [Section 25B]

For repair/further processing/manufacture

1 year time limit

identifiable goods

other specified condition
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TyPeS of duTy

Basic customs duty (BCD) [Section 12 of the 
Customs Act & Section 2 of the Customs 
Tariff Act (CTA)]

Integrated tax [Section 3(7) of the Customs 
Tariff Act]

BCD leviable 
under section 

12 of the 
Customs Act

on goods exported 
from India

on goods imported 
into India

Rates of 
BCD

Section 2 
of CTA

First 
Schedule

rates of duty on 
import of goods

rates of duty on 
export of goods

Second 
Schedule

Integrated	 GST	 [IGST]-	 leviable	 on	 goods	
imported into India under section 5 of the 
IGST	Act

IGST	is	collected	under	section	3(7)	of	the	CTA

IGST	is	levied	at	such	rate	not	exceeding	40%	on	
the value of the imported article

Manner of computing assessable value for 
levying integrated tax

Value determined 
under section 14 of 

the Customs Act 

any other sum leviable 
under any law for the 

time being in force 
as customs duties 

excluding IGST and 
GST Compensation 

Cess

Value for 
levying 

IGST on 
imported 

goods

Basic customs 
duty

In cases where 
imported goods are 

liable to Anti-Dumping 
Duty/Safeguard Duty

 Value for calculation 
of	IGST	also	includes	
Anti-Dumping Duty 
and Safeguard duty 

Manner of computing value in case of 
warehoused goods 

Social Welfare Surcharge (SWS) on imported 
goods

Protective duties [Section 6 & 7 of the  
Customs Tariff Act]

Value for levying IGST

In case of supply of 
warehoused goods

 Higher of following

Transaction value 
(Sale value)

Value determined at the 
time of filing into-bond 

bill of entry under section 
14 + BCD + any other 
sum leviable under any 

law for the time being in 
force as customs duties 
excluding	IGST	and	GST	

Compensation Cess

•	10%	of	BCD

•	 levied & collected 
on goods imported 
into India

•	 Integrated tax

•	GST	compensation	
cess

•	Safeguard 
measures

•	Countervailing 
duty

•	Anti-dumping 
duty

•	SWS

Rate Duties Excluded Exempted

•	upon recommendation made by 
Tariff Commission

•	 if circumstances exist to provide 
protection to Indian industry

•	effective only upto and inclusive of 
the date if any, specified in the First 
Schedule

Levied by Central 
Government

Duration
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Emergency power to impose or enhance 
import duties [Section 8A of Customs Tariff 
Act]

Power of Central Government (CG) to  
apply safeguard measures [Section 8B of 
the Customs Tariff Act]

Emergency power to impose or enhance 
export duties [Section 8 of Customs Tariff 
Act] •	 imposition of 

safeguard duty or
•	application of 

tariff-rate quota 
or 

•	other measures 
as	the	CG	deems	
appropriate.

•	4 years
•	May be extended 
by	CG-	total	
period of levy 
of safeguard 
measures-10 
years

•	Provisional 
safeguard 
measures-
maximum period 
of 200 days

•	Articles from 
developing 
country-share of 
imports	<	3%	of	
total imports

•	Articles 
originating 
from more than 
one developing 
country- 
aggregate of 
imports from 
developing 
countries each 
with less than 3 
%	import	share	
taken together 
does not exceed 
9%	of	total	
imports.

•	Imports by 100% 
EOU or units in 
a SEZ except in 
specified cases

Central	Government	empowered	by	amendment	to	the	second	
schedule by notification

Central	Government	empowered	by	amendment	to	the	first	
schedule by notification

Goods	may/may	not	
be specified in second 

schedule

Goods	should	be	
specified in first 

schedule

Necessary circumstances 
exist

Necessary circumstances 
exist

Conditions

Conditions

Modes of safeguard 
measures Duration Exemption from 

safeguard measures

It is causing /
threatening 

to cause 
serious injury 
to domestic 

industry

CG	after	enquiry	
can impose 
safeguard 
measures 

by issuing a 
notification in the 
Official	Gazette

Any article 
imported 
into India 

in increased 
quantities

Anti-dumping duty [Section 9A of the 
Customs Tariff Act]

Dumping is

Normal value in the 
exporting market Export price

Computation of anti-dumping duty

Anti-dumping 
duty

Lower of the 
following

Injury margin

Margin of 
dumping

Margin of dumping

Normal Value Margin of 
dumping Export Price



  iNdireCT TAx LAwS

 The Chartered Accountant Student   February 2022   13

Computation of injury margin

Injury 
Margin

Difference 
between the 

following

Landed value of the 
dumped articles

Fair Selling Price 
[Non-Injurious	Price]	
due to the domestic 

industry

Normal 
Value

Export 
Price

Duration

Extension 
of period

Landed 
value

If the normal 
value cannot 

be determined 
as per the sales 
in the domestic 

market of 
exporting 

country, normal 
value shall be

Comparable price at which the goods 
under complaint are sold in the domestic 
market of the exporting country or 
territory in the ordinary course of trade.

Price of an article exported from the 
exporting country or territory.

5 years

up to 5 years

AV under Customs Act & applicable BCD 
except  special duties

•	 Comparable	 representative	 export	
price to an appropriate third country, 
or

•	 Cost	 of	 production	 in	 the	 country	 of	
origin + Administrative, selling and 
general costs, profits.

Countervailing duty on subsidised articles 
[Section 9 of the Customs Tariff Act]

Common provisions for countervailing duty 
on subsidised articles & anti dumping duty

Any country pays subsidy upon 
manufacture/production/

exportation of article

whether or not directly from 
the country of manufacture

whether or not in the same 
condition as when exported 

from country of manufacture

Amount of 
countervailing 

duty
shall not 
exceed

amount of 
subsidy paid

Countervailing 
duty on 

subsidized	articles	
is imposed

such article 
imported into India

•	by altering the description/ name/
composition of the article

•	by import of such article in an 
unassembled/ disassembled form

•	by changing the country of its origin/
export or 

•	 in any other manner, whereby the  duty 
so imposed is rendered ineffective.

•	 if there is a decrease in the export price 
of an article without any commensurate 
change in the cost of production/export 
price/ resale price in India of such article 
as the case may be

•	other specified circumstances

•	Duty shall not apply to article imported 
by	a	100%	EOU	or	a	unit	in	SEZ	,	unless,-

 (i) it is specifically made applicable 
in such notification/ to such 
undertaking/unit; or

 (ii) such article is either cleared as 
such into the DTA/ or used in the 
manufacture of any goods that are 
cleared into the DTA on the portion 
of the article so cleared or used.

Circumvention 
of duty Absorption of duty Non-applicability of duty

Common provisions for countervailing duty on subsidised articles & anti dumping duty

Duty may be extended or modified respectively from such 
date, not earlier than the date of initiation of the inquiry, as 
the	CG	may	specify		by	notification	in	the	Official	Gazette.

In case of 
circumvention or 
absorption of duty
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No levy under Section 9 or Section 9A in 
certain cases [Section 9B of the Customs 
Tariff Act]

Goods and Services Tax compensation cess 
[Section 3(9) of Customs Tariff Act]

Agriculture infrastructure and development 
cess (AIDC) on import of certain items

Both countervailing and 
anti-dumping duties 
not leviable for same 

situation

Both duties not leviable 
on imports from member 

country	of	WTO/
country with whom 

GOI	has	a	most	favored	
nation agreement

Both duties not leviable 
if articles are exempt 

[sole	reason]

Provisional 
countervailing  and 
anti-dumping duties 
not to be levied on 

article imported from 
specified countries

Computation of customs duty and 
integrated tax payable thereon
Particular Amount (`)
Assessable value (AV) xxx
Add:	Basic	custom	duty	@	X%	(AV	x	X%)	[A] xxx
Add:	Social	welfare	surcharge	@	10%	x	BCD	[B] xxx
Value for computing integrated tax- (1) xxx
Add:	Integrated	tax	(1	×	Y%)	[C] xxx
Total	customs	duty	payable	[(A)	+	(B)	+(C)] xxx

GST	compensation	cess	levied	on	inter/intra	
State supply of goods and/or services - to 
provide compensation to States for loss of 
revenue	due	to	GST	implementation

applicable only on goods and/or services 
notified	by	Central	Government

currently levied on luxury and sin goods like pan 
masala, tobacco etc

Levied on import of specified goods at notified rate

Example-apples, kabuli chana, urea etc

Appeal [Section 9C of the Customs Tariff Act] 

Authority Time limit

CESTAT
within 90 days of 
the date of order 

under appeal

CLASSifiCATioN of imPorTed ANd exPorT goodS

Rules of interpretation and explanatory notes

Rules of interpretation Six General	Explanatory	
Notes Three

General explanatory notes

Relevance of 
one dash 
[“-”],  two 
dash [“--”] 
and three 

dash [“---”]

 “-” denotes that the said article/group of 
articles is sub-classification of the article/
group of article covered by the said heading.

 “--” denotes that that the said article/
group of articles is sub-classification of the 
immediately preceding article/group of 
articles which has “-”.

 “---” or “----” denotes that the said article/
group of articles is a sub-classification of the 
immediately preceding description of the 
article / group of articles which has “-” or “--”

Standard 
rate of duty 
applicable 

if no 
preferential 

rate specified

“%” in 
relation to 
the rate of 

duty 

 If no preferential rate of duty notified - 
standard rate of duty is applicable.

 It means that the duty to be computed at 
the percentage specified on the value of the 
goods
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Rules of Interpretation

Rules of interpretation of the First Schedule 
to the Customs Tariff Act

Rule 3 - Classification in case goods are 
classifiable under two or more headings

•	 General	Rule	of	Classification

•	 Classification	of	Incomplete/Unfinished	Articles

•	 Classification	 of	Mixtures/Combinations	 of	 a	Material/
Substance	with	Other	Materials/Substances

•	 Classification	in	case	goods	are	classifiable	under	two	or	
more headings

•	 Akin	Rule

•	 Only	Sub-Headings	at	the	same	level	are	comparable

•	 Classification	 of	 cases/containers	 used	 for	 packaging	 of	
goods and packing materials/packing containers

1

2(a)

2(b)

3

4

6

5

Rule 1
General Rule

Rule 4
Akin Rule

Rule 6
Only Sub-

Headings at the 
Same Level are 

Comparable

Rule 5(a)-Classification of 
cases/containers used for 

packaging of goods

•	 Camera	cases,	musical	
instrument cases etc and 
similar containers - to be 
classified with a specific 
article/set of articles when 
of a kind normally sold 
therewith.

•	 Exception-When	packing	
material itself gives the 
essential character as a whole

 

Rule 5(b) – Classification of 
packing materials & packing 

containers

•	 Packing	materials	&	packing	
containers presented with the 
goods therein to be classified 
with the goods, if they are 
of a kind normally used for 
packing such goods.

•	 Exception-Durable	
containers capable of 
repetitive use - to be 
classified separately.

•	 Titles	of	sections/chapters/sub-
chapters - ease of reference only

•	 Terms	of	headings	read	with	relative	
section/chapter notes - legally relevant

•	 If	goods	cannot	be	classified	in	
accordance with the earlier rules

	•	 to	be	classified	under	the	heading	in	
which the most akin goods are classified.

•	 A	sub-heading	can	be	compared	only	
with another sub-heading within the 
same heading.

Rule 2(a) 
Classification of Incomplete/

Unfinished Articles

If any particular heading 
refers to a finished/
complete article - 

incomplete/unfinished/
unassembled/dis-

assembled form of that 
article also classified 
under same heading

Reference to a material/
substance would refer to 
mixture / combination 

of that material / 
substance

Reference to a material/
substance would include 

reference to goods 
consisting wholly / 

partly of such material / 
substance

If it has essential 
characteristics of 

finished goods

Rule 2(b)
Classification of Mixtures/

Combinations of a Material/
Substance with Other 
Materials/Substances

•	 Heading		
providing a 
more specific 
description 
should be 
preferred over  
heading providing 
a general 
description

•	 If	goods	cannot	be	
classified under 
rule 3(a) 

•	 Composite	
goods should 
be classified 
on the basis of 
that material 
/ substance 
that gives it its 
essential character

•	 If	goods	cannot	
be classified by 
reference to rule 
3(a) / rule 3(b), 

•	 To	be	classified	
under  heading 
which occurs 
last in numerical 
order 

Rule 3(a)-Specific 
over general

Rule 3(b) – Essential 
character principle

Rule 3(c) – Latter 
the better

Project imports

Classification of project imports

Imports of 
machinery/ 

instruments/
apparatus etc.

falling under 
different 

classifications

required for 
initial set up/ 

substantial 
expansion of a 

unit

All items imported under 
a project irrespective 
of nature/ customs 
classification -one 
consolidated rate of 
customs duty  is applicable

Individual 
exemption 
notification 
is applicable 
even for items 
grouped under 
Project imports
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CA iNTermediATe - PAPer 2: CorPorATe ANd oTher LAwS

uNiT – 1: CoNTrACT of iNdemNiTy ANd guArANTee

At Intermediate level, for the Other Laws portion of the subject “Corporate and Other Laws” involves that the students 
should understand the laws enshrined in this portion. They are required to apply the knowledge acquired to address 
application oriented issues. 
In this capsule for students, an attempt has been made to capture the significant provisions of the Indian Contract 
Act, 1872 (only specific contracts from section 123 onwards). You are advised to read the September 2021 edition of 
the Study Material for a thorough understanding of the relevant provisions of the Indian Contract Act, 1872 and solve 
the illustrations and exercise questions given therein to hone your application skills. This capsule on Intermediate 
Paper 2: Corporate and Other Laws is intended to assist you in the process of revision of concepts discussed in the 
specified portion of Study Material. 

Unit Overview

Contract 
of 

Indemnity

Indemnifier Indemnified

promises to 
indemnify/save 
the other party 

from loss

who is 
promised to be 
saved against 

the loss

Contract 
of 

Guarantee

Nature of 
Surety’s 
Liability

Continuing  
Guarantee

Discharge 
of Surety

Rights of 
Surety

Contract of Indemnity and Guarantee 
[Section 124-147]

1. Meaning of Contract of Indemnity [Section	124]

2. Parties to Contract of Indemnity 

CONTRACT 
OF 

INDEMNITY

a contract by which one party 
promises to save the other from loss 
caused to him by the conduct of the 

promisor himself, or by the 
conduct of any other person

Indemnity

Security against loss

to make good the loss

to compensate the party who has 
suffered some loss

To	indemnify	means	to	compensate	or	make	good	the	loss.	Thus,	
under a contract of indemnity the “existence of loss” is essential. 
Unless	 the	 promisee	 has	 suffered	 a	 loss,	 he	 cannot	 hold	 the	
promisor liable on the contract of indemnity

Example: Vishal may contract to indemnify Vibha against the 
consequences	 of	 any	 proceedings	which	Karan	may	 take	 against	
Vibha in respect of a sum of R5000/-	advanced	by	Karan	to	Vibha.		
In consequence, when Vibha who is called upon to pay the sum 
of	money	to	Karan	fails	to	do	so,	Karan	would	be	able	to	recover	
the amount from Vishal as provided in section 124 of the Indian 
Contract Act, 1872.

Loss occasioned by an accident not caused by any person, or an act 
of	God/	natural	event,	is	not	covered.

3. Scope of Contract of Indemnity 

4. Mode of Contract of Indemnity

Which losses 
are covered 

in contract of 
indemnity

Loss caused by 
the conduct of the 
promisor himself

Loss caused by the 
conduct of any other 
person

A contract of indemnity is said to be express

A contract of indemnity is said to be implied

•	 when	a	person	expressly	promises	to	compensate	the	other	
from loss.

•	 when	it	is	to	be	inferred	from	the	conduct	of	the	parties	or	
from the circumstances of the case

 The iNdiAN CoNTrACT ACT, 1872
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5. Rights of Indemnity Holder when Sued [Section	125]

6. Meaning of Contract of Guarantee [Section	126]

7. Essential Features of a Guarantee

Parties to Contract of Guarantee

Three parties 
are involved 
in a contract 
of guarantee

The	promisee	 in	a	contract	of	 indemnity,	acting	
within the scope of his authority, is entitled to 
recover from the promisor/indemnifier—

all damages which he may be compelled 
to pay in any suit

all costs which he may have been compelled 
to pay in bringing/ defending the suit and

all sums which he may have paid under the 
terms of any compromise of suit.

Commencement of liability of an indemnifier- as soon as the 
liability of the indemnity holder becomes absolute and certain (as 
per various judicial pronouncements)

Example: Vishal may contract to indemnify Vibha against the 
consequences	 of	 any	 proceedings	which	Karan	may	 take	 against	
Vibha in respect of a sum of R5000/-	advanced	by	Karan	to	Vibha.		
In consequence, when Vibha who is called upon to pay the sum 
of	money	to	Karan	fails	to	do	so,	Karan	would	be	able	to	recover	
the amount from Vishal as provided in section 124 of the Indian 
Contract Act, 1872.
Thus,	as	soon	as	Vibha	is	called	upon	to	pay	the	sum	of	money	to	
Karan	(i.e	the	loss	has	become	certain),	the	liability	of	Vishal	arises.

Contract of Guarantee

CONTRACT 
OF 

GUARANTEE 

a contract to perform the 
promise made or discharge the 

liability, of a third person in 
case of his default

Surety- person who gives the guarantee

Creditor- person to whom the gurantee is 
given

Principal debtor- person in respect of whose 
default the guarantee is given

Principal 
Contract

Secondary 
Contract

Implied 
Contract

Principal 
Debtor

Principal 
DebtorCreditor Creditor Surety Surety

Existence of a liability

Writing not necessary [Section	126]

Joining of the other co-sureties [Section	144]

No misrepresentation or 
concealment [Section	142	and	143]

Consideration

•	 there	should	be	someone	liable	as	a	principal	debtor	and	the	
surety undertakes to be liable on his default. If there is no 
principal debt, there can be no valid guarantee

•	 There	 must	 be	 an	 existing	 liability	 or	 a	 promise	 whose	
performance	 is	 guaranteed.	 The	 liability	 must	 be	 legally	
enforceable and not time barred

•	 a	guarantee	may	be	either	oral	or	written

•	 Where	a	person	gives	a	guarantee	upon	a	contract	 that	 the	
creditor shall not act upon it until another person has joined 
in it as co-surety, the guarantee is not valid if that other person 
does not join

•	 Any	 guarantee	 which	 has	 been	 obtained	 by	 the	 means	 of	
misrepresentation made by the creditor, or with his knowledge 
and assent, concerning a material part of the transaction, is 
invalid (section 142)

•	 Any	 guarantee	 which	 the	 creditor	 has	 obtained	 by	 means	
of keeping silence as to material circumstances, is invalid 
(section 143)

•	 A	 guarantee	 without	 consideration	 is	 void,	 but	 there	 is	 no	
need for a direct consideration between the surety and the 
creditor

	 •	consideration	received	by	 the	principal	debtor	 is	 sufficient		
consideration to the surety for giving the guarantee

	 •	 past	 consideration	 is	 no	 consideration	 for	 the	 contract	 of	
guarantee

	 •	even	if	the	principal	debtor	is	incompetent	to	contract,	the	
guarantee is valid. But, if surety is incompetent to contract, 
the guarantee is void

Contract of Guarantee
(Tripartite Agreement)

Principal Debt
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8. Types of Guarantees

9. Distinction between a Contract of Indemnity and Contract of 
Guarantee

10. Discharge of Surety

11. Rights of Surety

Guarantee	
which extends 
to a single 
debt/ specific

Guarantee	
which extends 
to a series of 
transaction

A surety’s liability 
continues until 
the revocation of 
the guarantee. 

The	surety’s	
liability comes 
to an end when 
the guaranteed 
debt is duly 
discharged or 
the promise is 
duly performed

it applies not 
to a specific 
number of 
transactions but 
to any number of 
transactions and 
makes the surety 
liable for the 
unpaid balance 
at the end of the 
guarantee

S. 
No

Point of 
distinction

Contract of 
Indemnity

Contract of 
Guarantee

1. Number of 
parties to the 
contract

There	 are	 only	
two parties- 
i n d e m n i f i e r 
[promisor]	 and	
i n d e m n i f i e d 
[promisee]

There	 are	 three 
parties- creditor, 
principal debtor 
and surety.

2. Nature of 
liability

The	 liability	 of	
the indemnifier 
is primary and 
unconditional

The	 liability	 of	 the	
surety is secondary 
and conditional 
as the primary 
liability is that 
of the principal 
debtor.

3. Time of 
liability

The	 liability	 of	
the indemnifier 
arises only on the 
happening of a 
contingency.

The	 liability	 arises	
only on the non-
performance of an 
existing promise or 
non-payment of an 
existing debt.

4. Time to Act The	 indemnifier	
need not act at 
the request of 
indemnity holder.

The	 surety	 acts	
at the request of 
principal debtor.

5. Right to sue 
third party

Indemnifier cannot 
sue a third party 
for loss in his own 
name as there is no 
privity of contract.  
Such a right would 
arise only if there 
is an assignment in 
his favour.

Surety can proceed 
against principal 
debtor in his own 
right because he 
gets all the right 
of a creditor after 
discharging the 
debts.

6. Purpose Reimbursement of 
loss

For the security of 
the creditor

S. 
No

Point of 
distinction

Contract of 
Indemnity

Contract of 
Guarantee

7. Competency 
to contract

All parties must 
be competent to 
contract

In the case of 
a contract of 
guarantee, where a 
minor is a principal 
debtor, the contract 
is still valid.

Revocation of continuing guarantee 
by Notice

Variance in terms of contract

Guarantee	obtained	by	
misrepresentation is invalid

Rights of 
surety

Against the 
principal debtor

Against the 
creditor

Against the co-
sureties

Right of subrogation

Right to security

Right to share reduction

Right of indemnity

Right to set off

Right to contribution

Revocation of continuing guarantee by 
surety's death

Discharge of principal debtor

Guarantee	obtained	by	concealment	
is invalid

When creditor compounds/ gives time 
to, or agrees not to sue, principal debtor

Guarantee	on	contract	that	creditor	
shall not act on it until co-surety joins

Discharge of surety by creditor’s act or 
omission impairing surety’s eventual 

remedy

Novation

M
od

es
 o

f D
is

ch
ar

ge

Example 1: Asha and Vidushi are very good friends. During the 
pandemic	 time,	 Vidushi	 started	 facing	 financial	 difficulties.	 Both	
Asha and Vidushi used to buy groceries from Alpha stores. Asha 
promises to pay Alpha stores for all groceries bought by Vidushi for a 
period of 12 months if Vidushi fails to pay. In the next three months, 
Vidushi buys R2000/- worth of groceries. After 3 months, Asha 
revokes the guarantee by giving a notice to Alpha stores. Vidushi 
further purchases R1000 of groceries. Vidushi fails to pay. Asha is 
not liable for R1000/- of purchase that was made after the notice but 
she is liable for R2000/- of purchase made before the notice. 
2: Ayush, Bikram and Chandra, as sureties for Devinder, enter into 
three several bonds, each in a different penalty, namely, Ayush in 
the penalty of R1,00,000, Bikram in that of R2,00,000, Chandra in 
that of R4,00,000, conditioned for Devinder’s duly accounting to 
Vishal. Devinder makes default to the extent of R3,00,000. Ayush, 
Bikram and Chandra are each liable to pay R1,00,000.

Specific 
Guarantee

Continuing 
Guarantee

By 
revocation

By conduct 
of the 

creditor

On	
Invalidation 
of Contract 
of	Guarantee
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uNiT 2: BAiLmeNT ANd PLedge

Unit Overview

1. Meaning of Bailment	[Section	148]

2. Essential Elements of Bailment

Parties to Bailment

Example: Mr. Pankaj delivers his car to Mr. Yash’s garage for 
repair. Here, Mr. Pankaj is the bailor and Mr. Yash is the bailee.

Duties 
and Rights 
of Bailor

Duties 
and Rights 
of Bailee

Finder of 
Goods

General	
lien and 

particular 
lien

delivery of goods

by one person to another

for some purpose 

Pawnee 
Rights 

Pawnor 
Rights

Pledge by 
Mercantile 

Agent

Bailment and Pledge [Section 148-181]

Bailment	[Section	148-171] Pledge	[Section	172-181]

Bailment

upon a contract, that the goods shall, when the purpose is 
accomplished, be returned or otherwise disposed

Ba
ilo

r

Ba
ile

e

The	 person	 to	
whom the goods 
are delivered

Contract

Delivery of goods

Purpose

Possession

Return of goods

 express or implied  
 no consideration is necessary to create a valid contract of bailment

 delivery of goods from one person to another
 may be Actual Delivery or Constructive Delivery

 goods are delivered for some purpose
 purpose may be express or implied 

 possession of goods changes
 change of possession does not lead to change of ownership

 Bailee is obliged to return the goods

Deposit of money in a bank is not bailment since the money 
returned by the bank would not be identical currency notes.

Depositing ornaments in a bank locker is not bailment, because 
ornaments are kept in a locker whose key are still with the owner 
and not with the bank. 

3.  Examples of types of Bailment

Bailment (on 
the basis of 
reward)

Gratuitous 
bailment

for the exclusive 
benefit of bailor

for the exclusive 
benefit of the 

baillee

for the benefit of 
the bailor and the 

bailee

Non 
Gratuitous 

bailment

The	 person	
delivering 
the goods

Delivery of goods by one person to another to be held for the 
bailor’s use

Goods	given	to	a	friend	for	his	own	use	without	any	charge

Hiring of goods

Delivering goods to a creditor to serve as security for a loan

Delivering goods for repair with or without remuneration

Delivering goods for carriage
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Here,	GRB	stands	for	Gratuitous	bailment	and	NGB	stands	for	Non	
gratuitous bailment

5.  Duties of Bailee

4. Duties of Bailor 6. Rights of Bailor

7. Rights of Bailee

Right to deliver the goods to any one of the joint bailors

Right to indemnity 

Right to indemnity 

Right to claim necessary expenses

Right to apply to court to decide the title to the goods

Right of particular lien for payment of services 

Right of general lien

Take reasonable care of the goods [Section	151	&	152]	

No unauthorized use of goods [Section	153	&	154]

No mixing of bailor's goods with his own [Section	155,	156	&	157]

To return any extra profit accruing from goods bailed [Section	163]

No adverse title 

 As a man of ordinary prudence would

 If bailee use the goods bailed, which is not according with terms and  
conditions of the bailment, (i) he is liable to compensate the bailor for any 
loss of goods, (ii) the contract of bailment is voidable at the option of the 
bailor

   Bailee has to deliver to the bailor any increase or profit which may have    
  accrued from the goods bailed

  Bailee must hold the goods on behalf of and for the bailor. He cannot 
deny the title of the bailor

 Mixing with consent - both parties shall have an interest in proportion 
to their respective shares in the mixture thus produced

  Mixing without consent- if goods can be separated, the property in the 
goods remain in the parties respectively; but the bailee is bound to bear 
the expense of separation and any damage arising from the mixture 
 Mixing without consent- if goods cant be separated, bailor is entitled 

to be compensated by the bailee for loss of the goods  

Disclose 
known facts

•	 GRB-	bailor	 is	 bound	 to	disclose	
faults which he is aware of

•	 NGB-if	goods	are	bailed	for	hire,	
bailor is responsible for such 
damage, whether he was or was 
not aware of the fault

•	 GRB-bailor	shall	repay	to	the	bailee	
the necessary and  extraordinary 
expenses incurred by him

•	 NGB-	 bailor	 is	 liable	 to	 pay	
extraordinary expenses incurred 
by the bailee

When goods are lent gratuitously and 
bailor terminates the bailment before 
the expiry of the period of bailment, he 
must compensate the bailee for the loss 
suffered by the bailee that is in excess of 
the benefit received

Indemnify for loss which the bailee may 
sustain by reason that the bailor was not 
entitled to make the bailment 

When the bailee return goods after 
the time of bailment has expired or 
the purpose of bailment has been 
accomplished 

Bear necessary 
expenses

Indemnify 
bailee

Defective 
title

Bound to 
accept the 

goods

Right to terminate the bailment

Right to demand back the goods at any time

Right to file a suit against any wrong doer

Right to file a suit for enforcement of duties imposed upon a bailee

Right to claim compensation

If several joint owners bailed the goods, the bailee can deliver goods to 
any one of the joint owners

Bailee is entitled to be indemnified by the bailor for any loss arising to him 
by reasons that the bailor was not entitled to make the bailment

Bailee is entitled to receive compensation for loss caused to him due to 
the failure of the bailor to disclose any faults in the goods known to him. 
If the bailment is for hire, the bailor will be liable to compensate even 
though he was not aware of the existence of such faults

In case of gratuitous bailment, the bailor shall repay to the bailee the 
necessary expenses incurred by him and any extraordinary expenses 
incurred by him for the purpose of the bailment.

If the goods bailed are claimed by the person other than the bailor, the 
bailee may apply to the court to stop its delivery and to decide the title 
to the goods

In case bailee has rendered service involving the exercise of labour or skill, 
he has a right to retain such goods until he receives due remuneration for 
the services

Bankers, factors, wharfingers, attorneys of a High Court and policy 
brokers may, in the absence of a contract to the contrary, retain, as 
a security for a general balance of account any goods bailed to them 
No other persons have a right to retain, as a security for such balance, 
goods bailed to them, unless there is an express contract to the effect

Example 1: Mrs. Smita has inherited a huge diamond from her 
grandmother. She delivers the rough diamond to Panna Laal Jewellers to 
be	cut	and	polished,	which	is	accordingly	done.	The	jewellers	are	entitled	
to retain the stone till it is paid for the services they have rendered. 
2: Smita borrows ` 50,000/- from the bank without security and 
subsequently again borrows another ` 10,000/- but with security 
of say certain jewellery.  In this illustration, even where Smita has 
returned `10,000/- being the second loan, the banker can retain the 
jewellery given as security to the second loan towards the first loan 
which is yet to be repaid.
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Right to file a suit for enforcement of duties imposed upon a bailee

Right to claim compensation

8. Termination of bailment

9. Meaning of Pledge

Expiry of 
fixed period

Fulfilment of 
the purpose

By death 
of bailor or 

bailee
Inconsistent 
use of goods

Destruction/ 
modification 

of the 
subject 
matter

Pledge 
•	 bailment	 of	

goods as 
security for 
payment of 
a debt or 
performance 
of a promise

Pawnor 
•	 bailor	 in	 this	

case is known 
as pawnor

Pawnee
•		bailee	is	known	

as pawnee

Pledge

Essentials of contract of Pledge

10. Distinction between Bailment and Pledge

special kind 
of bailment

There	shall	be	a	bailment	for	security	against	payment	or	
performance of the promise

The	subject	matter	of	pledge	is	goods

Goods	pledged	for	shall	be	in	existence

There	shall	be	the	delivery	of	goods	from	pledger	to	pledgee

S. No Basis of 
Distinction Bailment Pledge

1. Meaning Transfer of goods by 
one person to another 
for some specific 
purpose is known as 
bailment.

Transfer of goods 
from one person to 
another as security for 
repayment of debt is 
known as the pledge.

2. Terms 
Applicable

The	 person	 delivering	
the goods under a 
contract of bailment is 
called as “Bailor”.

The	 person	 to	 whom	
the goods are delivered 
under a contract of 
bailment is called as 
“Bailee”.

The	 person	 who	
delivers the good as 
security is called the 
“Pawnor”.

The	 person	 to	 whom	
the goods are delivered 
as security is called the 
“pawnee”.

3. Purpose Bailment may be 
made for any purpose 
(as specified in the 
contract of bailment, 
eg: for safe custody, for 
repairs, for processing 
of goods).

Pledge is made for the 
purpose of delivering 
the goods as security 
for payment of a debt, 
or performance of a 
promise

4. Consideration The	 bailment	 may	 be	
made for consideration 
or without consideration.

Pledge is always made 
for a consideration.

5. Right to 
sell the goods

The	bailee	has	no	right	
to sell the goods even if 
the charges of bailment 
are not paid to him. 
The	 bailee’s	 rights	 are	
limited to suing the 
bailor for his dues or 
to exercise lien on the 
goods bailed.

The	pawnee	has	 right	
to sell the goods if 
the pawnor fails to 
redeem the goods.

6. Right to 
use of 
goods

Bailee can use the goods 
only for a purpose 
specified in the contract 
of bailment and not 
otherwise.

Pledgee or Pawnee 
cannot use the goods 
pledged.

uNiT–3: AgeNCy
Unit Overview

Meaning

Appointment Authority

Sub 
agents

Revocation 
of 

Authority

Duties, 
Obligations	
and Rights  
of Agent

Effect of 
agency on 
contract 

with third 
persons

Ratification

AGENCY 
[Section 182-238]

1. Meaning

Rule of Agency

Agency

Qui facit 
per alium, 
facit per se

Fundamental 
legal maxim 
of the law of 

agency

He who acts 
through another 

does the act 
himself
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Relevant Terms

Test of Agency

Agency :
Not defined in the Act. 
Its used to describe 
the relationship 
between one person 
and	another.	The	first	
mentioned person 
brings the second 
mentioned person 
into legal relation with 
others

Agent :
A person 
employed to 
do any act for 
another or 
to represent 
another in 
dealing with the 
third persons 
[Section	182]

Principal:
A person for 
whom such act 
is done or who 
is so represented 
[Section	182]

There	is	a	
relationship of 
agency, if the 
answer is in 
affirmative 

(Yes)

Where he 
can establish 

privity of 
contract between 
the principal and 

third parties.  

Where the 
person has the 

capacity to bind the 
principal and make 
him answerable to 

the third party

2. Who may employ an agent [Section	183]

3. Who may be an agent	[Section	184]

Person qualified 
to appoint agent 

must be

•	 major
•	 sound	mind

any person

even a minor or a person of 
unsound mind

As a rule of caution, a 
minor or a person of 
unsound mind should 
not be appointed as 
an agent because he 
is incompetent to 
contract and in case 
of his misconduct or 
negligence, the principal 
shall not be able to 
proceed against him.

his act shall bound the 
principle

Example: Ajay appoints Bijay who is a minor, to sell his bike for 
not less than R60,000. However, Bijay sells it for R40,000. Ajay will 
be held bound by the transaction and further shall have no right 
against Bijay for claiming the compensation for having not obeyed 
the instructions, since Bijay is a minor and a contract with a minor 
is ‘void-ab-initio’.

4. Requirement of Consideration [Section	185]

Consideration for 
creation of Agency not necessary

The	acceptance	of	the	office	of	an	

agent	is	regarded	as	a	sufficient	

consideration for the appointment

5. Creation of Agency

Modes of Creation of Agency

Express 
appointment

words

Spoken written

Implied 
appointment Necessity

Estoppel/ 
holding 

out
Agency by 
ratification

6.  The authority may be express or implied	[Section	186]

Definitions of express and implied authority	[Section	187]

Authority of an agent may be-

Express Authority: Implied Authority: 

•	 express	or
•	 implied

Given	 by	 words,	
spoken or written

inferred from the 
circumstances of the case, 
conduct of the parties and 
things spoken or written, 
or in the ordinary course 
of dealing.

Example 1:	A	is	residing	in	Delhi	and	he	has	a	house	in	Kolkata.	A	
authorizes	B	under	a	power	of	attorney,	as	caretaker	of	his	house.	
Agency is created by express agreement. 
2 :	If	a	person	realizes	rent	and	gives	it	to	the	landlord,	he	impliedly	
acts for the landlord as an agent.  
3: Mr. A owns a shop in Laxmi Nagar, East Delhi, living himself 
in	Gurugram	and	 so	 visiting	 the	 shop	occasionally.	The	 shop	 is	
managed by F, and he is in the habit of ordering goods from C in 
the name of A for the purposes of the shop, and of paying for them 
out of A’s funds with A’s knowledge. F has an implied authority 
from A to order goods from C in the name of A for the purposes 
of the shop.
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7. Necessity

Example: Rajkumar has a farm in which Sevakram is the security 
guard.	During	visit	of	Rajkumar	to	USA,	huge	fire	was	caught	in	
the farm. Sevakram becomes an agent of necessity for Rajkumar 
so as to save the property from being destroyed by fire. Rajkumar 
(the principal) will be bear up all the expenses, which Sevakram 
(his agent of necessity) incurred to put out the fire and save the 
farm from destruction during Rajkumar’s absence from the 
country.

An agency of necessity

arises due 
to some 

emergent 
circumstances

In such case, 
a person is 

authorised to do 
what he cannot 
do in ordinary 
circumstances

For 
that he acquires an 
extra-ordinary or 
special authority 

to prevent his 
principal from loss

8. Agency by Estoppel [Section	237]	

9. Agency by Ratification [Section	196]
Meaning of ratification and manner

Example: Mr. P (the principal) for several months made Sukhdev, 
to buy goods on credit from a nearest provision store on his behalf 
and has paid for the goods bought by Sukhdev. Here P cannot later 
refuse to pay for the goods purchased from the provision store, 
who had supplied goods on credit to Sukhdev in the belief that he 
was P’s agent and was buying the goods on behalf of P. In the given 
case, P is estopped from now asserting that Sukhdev is not his 
agent because on earlier occasions he permitted provision dealer 
to believe that Sukhdev was his agent and so he had acted in that 
belief.

When an agent 
has without 
authority -
•	 done	acts	
•	or incurred 
obligations
to third 
persons on 
behalf of his 
principal

the principal 
is bound by 
such
•	 acts	or
•	 obligations

if he has by his 
words / conduct 
induced such 
third persons 
to believe that 
such acts and 
o b l i g a t i o n s 
were within 
the scope of 
the agent's 
authority

Meaning
•	 approving	 a	

previous act /
transaction

Manner
•	 express	 or	 implied	

by the conduct of 
the person on whose 
behalf the act was done

Agency by ratification

Example: X is Y’s agent. He (X) on 10th January 2021 purchased 
goods from Z on credit without seeking Y’s permission. After that, 
on 20th January 2021, Y tells X that he (Y) will accept responsibility 
to pay for the purchases although at the time of purchase X had 
no authority to buy on credit. Y’s subsequent statement on 20th 
January 2021 amounts to a ratification of the agent’s (X’s) purchase 
of goods on 10th January 2021.

Where acts are 
done by one 

person on behalf of 
another

he may elect If he ratifies 
them, 

 to ratify, or

to disown 
such acts

but without his 
knowledge / 

authority, 

shall have 
effect as if 

they had been 
performed by 
his authority. 

Essentials of Ratification

Ratification	may	be	expressed	or	Implied	[Section	197]

Knowledge	requisite	for	valid	ratification	[Section	
198]	

Ratification	of	unauthorized	act	cannot	injure	
third	person	[Section	200]

Ratification	of	unauthorized	act	cannot	injure	
third	person	[Section	200] 

Ratification within reasonable time

Communication of Ratification

Effect	of	ratifying	unauthorized	act	forming	part	
of	a	transaction	[Section	199]

Example: 1. Abhi, without B’s authority, lends B’s money to Mr. C. 
Afterwards B accepts interests on the money from C. B’s conduct 
implies a ratification of the loan. 
2. Abhi has an authority from Mr. Puri to buy certain goods at 
the market rate. He buys at a higher rate but Mr. Puri accepts the 
such transaction. Afterwards, Mr. Puri comes to know that the 
goods	purchased	by	Abhi	for	him	belonged	to	Abhi	himself.	The	
ratification is not binding on Mr. Puri. If, however the alleged 
principal (Mr. Puri) is prepared to take the risk of what the 
purported agent, Abhi has done, he can choose to ratify without 
full knowledge of facts.
3.	Abhi,	 not	being	 authorized	 thereto	by	B,	 demands	on	behalf	
of B, the delivery of a chattel, the property of B, from C, who is 
in	possession	of	it.	This	demand	cannot	be	ratified	by	B,	so	as	to	
make C liable for damages for his refusal to deliver.
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10. Extent of agent’s authority [Section188-189]

The	agent	can	bind	the	principal-

only if 
he acts 
within 
the scope 
of his 
authority

The	extent	of	an	agent’s	authority,	expressed	or	implied	is	determined	by-

nature or extent of the agent’s authority, will include-
the nature 
of the act / the 
business he is 
appointed to do 
things which are 
incidental to the 
business / are 
usually done in 
the course of such 
business,
the usage of 
trade / 
business.

every lawful 
thing necessary 
for the purpose of 
carrying it out, every 
lawful thing justified 
by various customs of 
trades, in an emergency, 
such acts for the 
purpose of protecting 
the principal from loss, 
will be done by a person 
of ordinary prudence 
in his own case 
under similar 
circumstances.

in normal 
circumstances, 
and
in emergency

agent’s authority is governed by two principles,-

Example: 1.	A	 is	 employed	by	B,	 residing	 in	UK,	 to	 recover	 at	
Mumbai a debt due to B. A may adopt any legal process necessary 
for the purpose of recovering the debt and may give a valid 
discharge for the same. 
2. A consigns perishable goods to B at Srinagar, with directions to 
send them immediately to C, at Tamil Nadu. B may sell the good if 
they begin to perish before reaching its destination.

11. Provisions related to Sub- Agent [Section	190-193]

Sub-agent [Section	191]

Appointment of Sub-agent 

Appointment 

Exception where an agent can appoint sub-agentPRINCIPAL
•	delegates	

act/ work

AGENT
•	 further	

delegates
SUB-	AGENT

based on the 
Latin principle delegatus non 

potest delegare

General	principle

unless by the ordinary 
custom of trade a sub-agent 
may, or from the nature of 

the agency,

An agent cannot lawfully 
employ another to perform 
acts which he has expressly 
or impliedly undertaken to 
perform personally.

a sub-agent must, be 
employed.

If the terms of appointment originally 
contemplated it

Customs of the trade may provide for 
such appointment

Where in the course of the agent’s 
employment, unforeseen emergency arise 
which leads to delegate the authority given 
to him by the principal.

In both these 
cases the sub 
agent would 
be treated as 
the agent of the 
principal.

* An agent who has authority for sale of goods, may repair it if 
necessary. 
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Representation of principal by sub-agent properly appointed 
[Section	192]

Relation between principal and person duly appointed by agent 
to act in business of agency

Agent’s duty in naming such person 

Agent’s responsibility for sub-agent appointed without authority 
[Section	193]

the agent stands towards such person in the 
relation of a principal to an agent, 
•	 is	 responsible	 for	 his	 acts	 both	 to	 the	

principal and to third persons;

the principal is not represented by or 
responsible for the acts of the sub agent,
•	 the	 sub	 agent	 is	 not	 responsible	 to	 the	

principal at all. 
•	 He	is	answerable	only	to	the	agent.

Where an agent, without having authority to do so, appointed a 
person to act as a sub-agent-

Example: Mr. A, a carrier, agreed to carry 60 bags of cotton waste 
from Morvi to Bhavnagar by a truck. Mr. A asked Mr. B, another 
carrier,	 to	carry	 the	goods.	The	goods	were	damaged	 in	 transit.	
Held, Mr. A was liable even though it was proved that Mr. B was 
the carrier.

Example: Amir directs Badrinath, his lawyer, to sell his estate by 
auction, and to employ an auctioneer for the purpose. Badrinath 
names Chaman, an auctioneer, to conduct the sale. Chaman is not 
a sub-agent, but is A’s agent for the conduct of the sale.

Example: Ansh instructs Bijay, a merchant, to buy a ship for him. 
Bijay hires a ship surveyor of good reputation to choose a ship for 
Ansh.	The	surveyor	makes	the	choice	casually	and	the	ship	turns	
out to be unseaworthy and is lost. Bijay is not, but the surveyor is, 
responsible to Ansh.

12. Provision related to Substituted Agents [Section	194-195]

13. Difference between a sub-agent and a substituted agent

Substituted Agent

person 
appointed 
by the 
agent-
•		to	act	

for the 
principal

in the business 
of agency-
•	with	the	

knowledge 
and consent 
of the 
principal

Substituted 
agents are 
not-
•	sub	agents

Substituted 
agents are-
•	agents	

of the 
principal

Where an agent,
•	 holding	an	express	

/implied authority
•	 to	 name	 another	

person
•	 to	 act	 for	 the	

principal
•	 in	 the	 business	 of	

the agency

such person is
•	 not	a	sub-agent,	
•	 but	an	agent	of	the	

principal
•	 for	 such	 part	 of	

the business of 
the agency as is 
entrusted to him

named another 
person 

accordingly, 

S.  
No

Point of 
distinction

Sub Agent Substituted 
Agent

1. On the basis 
of assigned 
work

does his work under 
the control and 
directions of agent.

works under the 
instructions of the 
principal.

2. Delegation of 
duties

The	 agent	 not	 only	
appoints a sub-agent 
but also delegates to 
him a part of his own 
duties.

The	 agent	 does	 not	
delegate any part of his 
task to a substituted 
agent. 

3. Relation with 
the principal

No privity of contract 
between the principal 
and the sub-agent.

Privity of contract is 
established between 
a principal and a 
substituted agent.

4. Liability 
towards 
agents

The	 sub-agent	 is	
responsible to the 
agent alone and is not 
generally responsible 
to the principal.

A substituted agent 
is responsible to the 
principal and not to 
the original agent 
who appointed him

Where a sub-
agent is properly 

appointed,

the principal is, 
w.r.t  third persons, 

is bound and 
responsible for the 
acts of sub-agent

Agents 
responsibility for 

sub agents

Sub-agents 
liability to 
principal

 as if he were an 
agent originally 

appointed by the 
principal

	The	agent	is	
responsible to 

the principal for 
the acts of the 

sub-agent.

The	sub-agent	is	
responsible for his 
acts to the agent, 

but not to the 
principal, 

except in case of 
fraud or willful 

wrong. 
In selecting substituted agent for his principal

an agent is bound to exercise the same amount of 
discretion as a man of ordinary prudence would exercise 
in his own case; 

and, if he does this, 
•	 he	is	not	responsible	to	the	principal	for	the	acts	or	

negligence of the agent so selected.
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14. Duties and Obligations of an Agent

15. Rights of an Agent

16. Principal’s Liability to Third Parties	[Section	226-229]

S.  
No

Point of 
distinction

Sub Agent Substituted 
Agent

5. Liability 
towards 
principle

The	 agent	 is	
responsible to the 
principal for the acts 
of the sub-agent.

The	 agent	 is	 not	
responsible to the 
principal for the acts 
of the substituted 
agent.

6. Right of action 
for receiving 
remuneration 

The	 sub-agent	 has	
no right of action 
against the principal 
for remuneration due 
to him.

The	substituted	agent	
can sue the principal 
for remuneration due 
to him.

7. Improper 
appointment

Sub-agents may 
be improperly 
appointed.

Substituted 
agents can never 
be improperly 
appointed.

8. Liability of 
agent on their 
appointments

The	 agent	 remains	
liable for the acts of 
the sub-agent as long 
as the sub-agency 
continues.

The	agent's	duty	ends	
once he has named 
the substituted agent.

      

Duty to execute Mandate order of principle

Conduct business in accordance with the 
directions given by the principal

Duty to communicate with the principal

Duty to avoid conflict of interest

Duty not to make secret profit

Duty to remit sums

Duty of resonable care and skill

Example: 1. Ajeet, an agent is engaged for managing the business 
of B, in which it is a custom to invest money at hand for interest. 
If Ajeet omits to make such investment he must indemnify B 
for the losses i.e. for the interest B would have obtained for such 
investment.
2. Ajeet, an agent for the sale of goods, having authority to sell 
on credit, sells to B on credit, without making proper and usual 
enquiries as to the solvency of B. B, at the time of such sale is 
insolvent. Ajeet must compensate his principal for the loss 
sustained by him.
3. Ajeet directs B to sell his estate. B buys the estate for himself 
in the name of C. Ajeet, on discovering that B has bought the 
estate for himself, may repudiate the sale if he can show that B has 
dishonestly concealed any material fact, or that the sale has been 
disadvantageous to him.
4.  Ajeet directs B, his agent, to buy a certain house for him. B tells 
Ajeet it cannot be bought, and buys the house for himself. Ajeet 
may, on discovering that B has bought the house, compel him to 
sell it to Ajeet at the price he gave for it.

Example: 1. Ashu employs B to recover R1,00,000 from C. Because 
of B’s misconduct the money is not recovered. B is entitled to no 
remuneration for his services, and must make good the loss.
2. Ashu residing in Delhi, appoints ‘B’ from Mumbai as an 
agent to sell his merchandise. As a result ‘B’ contracts to deliver 
the merchandise to various parties. But Ashu fails to send the 
merchandise to B and B faces litigations for non- performance. 
Here,  Ashu is bound to protect B against the litigations and all 
costs, expenses arising of that. 
3. Where P appoints Ashu as his agent and directs him to sell 
certain goods which in fact turned out to be not those belonging 
to P and if third parties sue Ashu for this act, Ashu is entitled 
for reimbursement and indemnification for such act done in good 
faith.
4.  Ashu employs B to beat C, and agrees to indemnify him against 
all consequences of the act. B thereupon beats C, and has to pay 
damages to C for so doing. Ashu is not liable to indemnify B for 
those damages. 
5. Ashu employs B as a bricklayer in building a house, and puts up 
the	scaffolding	himself.	The	scaffolding	is	unskillfully	put	up,	and	
B is in consequence hurt. Ashu must compensate B.

Rights of an 
Agent 

•	 Right	to	retain	out	of	sums	
received on principal's account 

•	 Right	to	remuneration	
•	 Agent's	lien	on	principal's	

property 
•	 Right	of	indemnification	for	

lawful acts 
•	 Right	of	indemnification	against	

acts done in good faith

As there is no 
privity of contract 
and passing of 
c o n s i d e r a t i o n 
between the agent 
and third party

therefore,

liability remains 
that of the 
principal and not 
of agents

An agent also 
cannot personally 
enforce contracts 
entered into by him 
on behalf of the 
principal

General	rule
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Conditions when principal is liable for the acts of the agents

17. Personal liability of agent to third parties [Section	230]

General Rule

Availability of rights to third parties in a contract entered by 
agent [Section	231-234]

Exceptions:

Principal liable for the acts of agents which are within 
the scope of his authority.

When an agent does more than he is authorised to 
do, so much only of what he does as is within his 
authority is binding as between him and his principal.

Any notice given / information obtained by the 
agent, provided it be given or obtained in the 
course of the business for the principal, shall, as 
between the principal and third parties, have the 
same legal consequence as if it had been given to 
or obtained by the principal.

Misrepresentations or frauds committed, by agents 
acting in the course of their business for their principals, 
have the same effect as if such misrepresentations or 
frauds had been made, or committed, by the principals.

Principal not bound when excess of agent’s 
authority is not separable

Example: 1. Anu, being B’s agent with authority to receive money 
on his behalf, receives from C, a sum of money due to B. C is 
discharged of his obligation to pay the sum in question to B. 
2. Anu,	being	owner	of	a	ship	and	cargo,	authorizes	B	to	procure	
an insurance for R4,00,000 on the ship. B procures a policy for 
R4,00,000 on the ship, and another for the like sum on the cargo. 
Anu is bound to pay the premium for the policy on the ship, but 
not the premium for the policy on the cargo.
3.  Anu is employed by B to buy from C certain goods of which C 
is the apparent owner, and buys them accordingly. In the course of 
the treaty for the sale, Anu learns that the goods really belonged 
to D, but B is ignorant of that fact. B is not entitled to set off a 
debt	owing	to	him	from	C	against	the	price	of	the	goods.		Thus,	
the knowledge of the agent is treated as the knowledge of the 
principal.
4. Anu, being B’s agent for the sale of goods, induces C to buy 
them	by	a	misrepresentation,	which	he	was	not	authorized	by	B	to	
make.	The	contract	is	voidable,	as	between	B	and	C,	at	the	option	
of C.

In the absence of any 
contract to that effect

an agent cannot personally 
enforce contracts entered 

into by him / behalf of 
his principal, nor is he 

personally bound by them

Where the contract is 
made by an agent for 

the sale or purchase of 
goods for a merchant 

resident abroad/
foreign principal

Where the 
agent does not 

disclose the 
name of his 
principal or 
undisclosed 

principal

Non-
existent or 

incompetent 
principal

Pretended 
agent 

When agent 
exceeds 

authority

In the following cases, the agent 
is presumed to have agreed to be 

personally bound

Rights to 
a contract 
made by 
undisclosed 
a g e n t - t h e 
same right 
as he would 
have had as 
against the 
agent if the 
agent had 
been the 
principal. 

Performance of 
contract with agent 
supposed to be 
principal- Where one 
man makes a contract 
with another, the 
principal, if he requires 
the performance of 
the contract, can 
only obtain such 
performance subject 
to the rights and 
obligations subsisting 
between the agent and 
the other party to the 
contract

Option to Third 
Person- sue the Agent 

or the Principal-
•	Right	 of	 person	

dealing with agent 
personally liable- a 
person dealing with 
him may hold either 
him or his principal, or 
both of them, liable. 

•	Consequence	 of	
inducing agent or 
principal to act on 
belief that principal 
or agent will be held 
exclusively liable-
the agent only will be 
held liable, he cannot 
afterwards hold liable 
the agent or principal 
respectively.

Examples

S bought a ticket 
of IPL match at 
Wankehde Stadium 
through AB for 
himself because 
on personal 
grounds Stadium 
management would 
not have issued the 
ticket to S. Stadium 
management  may 
repudiate the 
contract and refuse 
S to enter the 
stadium.

A, who owes 50,000 
rupees to B, sells 
1,00,000 rupees 
worth of rice to 
B. A is acting as 
agent for C in the 
transaction, but B 
has no knowledge 
nor reasonable 
ground of suspicion 
that such is the 
case. C cannot 
compel B to take 
the rice without 
allowing him to set 
off A’s debt.

A enters into a 
contract with B 
to sell him 100 
bales of cotton, 
and afterwards 
discovers that B 
was acting as agent 
for C. A may sue 
either B or C, or 
both, for the price 
of the cotton.
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18. Termination of agency [Section	201]

Modes of termination:

When the agency is irrevocable [Section	202]

Agent’s duty on termination of agency by principal’s death or 
insanity [Section	209]

Termination of sub-agent’s authority [Section	210]
termination of the 
authority of an agent

causes the termination 
of the authority of all 
sub-agents appointed 
by him

subject to the 
rules regarding the 
termination of an agent’s 
authority

Termination of agency -
putting an end to the 

legal relationship between 
principal and agent

Revocation Renunciation 
by agents

Principal 
or agent 

becoming of 
unsound mind

Insolvency of 
principal Expiry of time

Completion of 
business

Death of 
Principal or 

the agent

Example: 1.	Amit	authorizes	Bhim	to	buy	1,000	bales	of	cotton	on	
account of Amit, and to pay for it out of A’s money remaining in 
B’s hands. B buys 1,000 bales of cotton in his own name, so as to 
make himself personally liable for the price. A cannot revoke B’s 
authority so far as regards payment for the cotton.
2.  A empowers B to let out A’s house. Afterwards A lets it himself. 
This	is	an	implied	revocation	of	B’s	authority.

Example: 1. Asim directs Biharilal to sell goods for him. Asim 
agrees	to	give	Biharilal	5%	commission	on	the	price	fetched	by	the	
goods. Asim afterwards, by letter, revokes his authority. Biharilal, 
after the letter is sent, but before he receives it sells the goods for 
R1,00,000.	The	sale	is	binding	on	Asim,	and	Biharilal	is	entitled	to	
R5,000 as his commission. 
2. Asim directs Biharilal, his agent, to pay certain money to 
Chamanlal. Asim dies, and Mr. Dhanush takes out probate to his 
will. Biharilal, after Asim’s death, but before hearing of it, pays the 
money	to	Chamanlal.	The	payment	is	good	as	against	Dhanush,	
the executor.

Example: Arun gives authority to Bharti to sell Arun’s land, and to 
pay himself, out of the proceeds, the debts due to him from Arun. 
Arun cannot revoke this authority, nor can it be terminated by his 
insanity or death.

where the agent has 
himself an interest 
in the property

which forms the 
subject matter of 

the agency,

the agency cannot, 
be terminated to 
the prejudice of 

such interest

Unless	there	is	an	
express contract 

for the revocation

When an agency is 
terminated-

the agent is bound 
to take, on behalf of 
the representatives 
of his late principal,

 by the 
principal 
dying, or

becoming 
of 

unsound 
mind, 

all reasonable steps 
for the protection 
and preservation 
of the interests 
entrusted to him.

{

Effects of Termination [Section	208]

The	termination	of	the	authority

so far as regards the agent,

so far as regards third persons,

of an agent does not-

take effect before it becomes known to him, or

before it becomes known to them. 
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Chapter 17 : Theoretical distributions

This capsule is in continuation to the previous edition featured in November 2021. Further here presented  properties 
of Normal Distribution and their applications. Here an attempt is made to the enable the students to understand the 
concepts Binomial, Poisson and  Normal distribution  with the help of examples.

CA fouNdATioN - PAPer 3: BuSiNeSS mAThemATiCS, 
LogiCAL reASoNiNg ANd STATiSTiCS

Some important points relating to normal distribution are listed 
below:   
(a)	The	name	Normal	Distribution	has	its	origin	some	two	hundred	

years back as the then mathematician were in search for a 
normal model that can describe the probability distribution of 
most of the continuous random variables.

(b) If we plot the probability function y = f (x), then the curve, 
known as probability curve, takes the following shape:

∞x = µ-∞

Showing Normal Probability Curve. A quick look at figure reveals 
that the normal curve is bell shaped and has one peak, which 
implies	 that	 the	 normal	 distribution	 has	 one	 unique	 mode.	The	
line drawn through x = µ has divided the normal curve into two 
parts which are equal in all respect. Such a curve is known as 
symmetrical curve and the corresponding distribution is known 
as	 symmetrical	 distribution.	 Thus,	 we	 find	 that	 the	 normal	
distribution is symmetrical about x = µ. It may also be noted that 
the binomial distribution is also symmetrical about p = 0.5. We next 
note that the two tails of the normal curve extend indefinitely on 
both sides of the curve and both the left and right tails never touch 
the	horizontal	axis.	The	total	area	of	the	normal	curve	or	for	that	
any probability curve is taken to be unity i.e. one. Since the vertical 
line drawn through x = µ divides the curve into two equal halves, it 
automatically follows that,
The	area	between	–	∞	to		µ=	the	area	between	μ	to	∞	=	0.5
When	the	mean	is	zero,	we	have	
the	area	between	–	∞	to	0		=	the	area	between	0	to	∞	=	0.5

(c)		If	we	take	μ	=	0	and	σ = 1 , we have

 f(x) =    	 	 for	–∞<	z	<∞

	 The	 random	 variable	 z	 is	 known	 as	 standard	 normal	 variate	
(or	variable)	or	standard	normal	deviate.	The	probability	that	a	
standard normal variate  X would take a value less than or equal 
to a particular value say X = x is given by 

  φ(x) = p ( X ≤ x )
  (x) is known as the cumulative distribution function. 
 We also have  (0) = P ( X ≤ 0 ) = Area of the standard normal 

curve	between	–∞	and	0	=	0.5

Mean = Median = Mode

Properties of Normal Distribution
1.  Since π = 22/7 , e–θ = 1 / eθ > 0, whatever θ may be,
  it follows that f (x)  0 for every x.

  It can be shown that      

2.		 The	mean	of	the	normal	distribution	is	given	by	µ. Further, since 
the distribution is symmetrical about x = µ, it follows that the 
mean, median and mode of a normal distribution coincide, all 
being equal to µ.

3.		 The	standard	deviation	of	the	normal	distribution	is	given	by

 Mean deviation of normal distribution is   

	 The	first	and	third	quartiles	are	Q1	=	μ–	0.675	σ	and	Q3	=	μ+	
0.675 σ

  so that, quartile deviation = 0.675 σ 
4.		 The	normal	 distribution	 is	 symmetrical	 about	 x	=μ.	As	 such,	

its	 skewness	 is	 zero	 i.e.	 the	 normal	 curve	 is	 neither	 inclined	
move towards the right  (negatively skewed) nor towards the 
left (positively skewed). 

5.		 The	normal	 curve	 y	 =	 f	 (x)	 has	 two	 points	 of	 inflexion	 to	 be	
given	by	x	=	μ	–	σ and 

	 x	=	μ	+	σ  i.e. at these two points, the normal curve changes its 
curvature from concave to convex and from convex to concave.

6.		 If	 x	~	N	 (μ,	σ2	 )	 then	 z	 =	 x	–	µ/σ ~ N (0, 1), z is known as 
standardised normal variate or normal deviate.

	 We	also	have	P	(z	≤ k ) = φ	(k)	The	values	of	φ(k) for different k 
are given in a table known as “Biometrika.”

7.  Area under the normal curve is shown in the following figure:

(d)  The normal distribution is known as biparametric 
distribution as it is characterised by two parameters µ 
and σ2. Once the two parameters are known, the normal 
distribution is completely specified.

(z=3) (z=-2) (z=-1) (z=0) (z=1) (z=2) (z=3)
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Area Under Normal Curve
From the figure , we have
P (µ	–	σ < x < µ + σ ) = 0.6828
=>	P	(–1	<	z < 1 ) = 0.6828 
P ( µ	–	2	σ < x < µ + 2σ ) = 0.9546
=>	P	(–	2	<	z < 2 ) = 0.9546
and P ( µ	–	3	σ < x < µ + 3σ ) = 0.9973
=>	P	(–	3	<	z	<	3	)	=	0.9973.
We note that 99.73 per cent of the values of a normal variable lies 
between (µ	–	3	σ) and (µ + 3 σ).	Thus	the	probability	that	a	value	of	
x lies outside that limit is as low as 0.0027.
8.  If x and y are independent normal variables with means and 

standard deviations as µ1 and µ2 and σ1, and σ2 respectively, 
then z = x + y also follows normal distribution with mean (µ1 + 
µ2) and SD =   respectively.

 i.e. If x ~ N (µ1, σ1
2) and y ~ N (µ2, σ2

2) and x and y are 
independent,

	 then	z	=	x	+	y	~	N	(	µ1 + µ2, σ1
2 + σ2

2)

Applications of Normal Distribution 
Most of the continuous variables like height, weight, wage, profit 
etc. follow normal distribution. If the variable under study does 
not follow normal distribution, a simple transformation of the 
variable, in many a case, would lead to the normal distribution of 
the changed variable. 
When n, the number of trials of a binomial distribution, is large 
and p, the probability of a success, is moderate i.e. neither too 
large nor too small then the binomial distribution, also, tends to 
normal distribution. Poisson distribution, also for large value of 
m approaches normal distribution. Such transformations become 
necessary as it is easier to compute probabilities under the 
assumption of a normal distribution.

1. What is the probability that out of 10 missiles fired, atleast 2 will 
hit the target
Solution: Probability of atleast 2 will hit the target is given as,
P(X ≥ 2) = 1 − P(X < 2)
The	probability	of	a	missile	hitting	a	target	is	1	/8
P(X	≥	2)	=	1	−	[P(X	=	0)	+	P(X	=	1)]
=	1	−	[¹⁰C₀	×	(1/8)^0	×	(7/8)^10	+	¹⁰C₁	×	(1/8)^1	×	(7/8)^9]
=	1	−	[7^10/8^10	+	(10	×	7^9)/8^10]
=	1	−	[7^10	+	10	×	7^9]	/	8^10
= 1 − (17 × 7^9) / 8^10
P(X	≥	2)	≈	0.3611	=	36.11%
Therefore,	the	probability	that	out	of	10	missiles	fired,	atleast	2	will	
hit the target is 0.3611.

2.	Given	X	is	a	binomial	variable	such	that	2	P(X	=	2)	=	P(X	=	3)	and	
mean of X is known to be 10/3. What would be the probability that 
X assumes at most the value 2
Solution:
mean = 10/3 , Mean = np  = 10/3
P(X) = ⁿCxp

x(1-p)ⁿ-x

=> P(2)  =   ⁿC₂p²(1-p)ⁿ-2

   P(3) =       ⁿC₃p³(1-p)ⁿ-3

P(3) = 2 P(2)
=>  ⁿC₃p³(1-p)ⁿ-3  = 2 ⁿC₂p²(1-p)ⁿ-2

=> p/3!(n-3)!  = (2 /2!(n-2)! )(1 - p)
=> p/6   = (1-p)/(n - 2)
=> np  - 2p  = 6 - 6p

Some Important Problems

=> 4p = 6 - np
=> 4p = 6 - 10/3
=> 4p = 8/3
=> p  = 2/3
np = 10/3  => n = 5
probability that X assumes at most the value 2 = P(0) + P(1) + P(2)
 =   ⁵C₀(2/3)⁰(1/3)⁵ +   ⁵C₁(2/3)¹(1/3)⁴ +   ⁵C₂(2/3)²(1/3)³
=  1/243  +  10/243 +    40/243 = 51/243= 17/81

3. Assuming that one-third of the population is tea drinkers and 
each of 1000 enumerators takes a sample of 8 individuals to find 
out whether they are tea drinkers or not, how many enumerators 
are expected to report that five or more people are tea drinkers?
Solution: Assume that being a tea drinker is like taking a flip of 
coin.(i.e. either the person drinks tea or not) with the probability of 
heads being 1/3 and tails being 2/3 
now P(X≥5) =P(X=5)+P(X=6)+P(X=7)+P(X=8) = (56*8+28*4+8*2+1) 
/6561 = 577/6561 =0.087943 so for 1000 trials the number of trials
which report greater than or equal to 5 is 1000*P(X>=5) = 87.94 =88

4. If a random variable x follows binomial distribution with mean as 
5 and satisfying the condition 10. P (x= 0) = P(x= 1) , what is the value 
of P( X≥1/X>1) ? 
Solution: 

5.	 Out	 of	 128	 families	 with	 four	 children	 each,	 how	 many	 are	
expected to have atleast have one boy and one girl? 
Solution: 4 children in a family can be in
2 * 2 * 2 * 2 = 16 ways
at least one boy and one girl  = Total cases - all boys - all girs
All boys = 1 case, All girls = 1 case
=> at least one boy and one girl  = 16 - 1 - 1 = 14
Probability of at least one boy and one girl   = 14/16
out of 128 families expected to have = 128  * 14/16  =  8 * 14 = 112
112 Families expected to have at least one boy and one girl 

6. In 10 independent rollings of a biased die, the probability that 
an even number will appear 5 times is twice the probability that 
an even number will appear 4 times. What is the probability that 
an even number will appear twice when the die is rolled 8 times?
Solution: Probability of even number p = p
Then	probability	of	odd	number	(or	not	even	number)	=	q	=	1	-		p
Probability Appearing 5 times
¹⁰C₅ * p⁵ * q¹⁰-⁵  
= ¹⁰C₅ * p⁵ * q⁵  
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7. What is the probability of making 3 correct guesses in 5 true-
False answer type questions?
Solution: Here P = 0.5 and q = 0.5 ( Since answer can be either True 
or False ) n= 5,  r = 3
P(x=r) = nCr p

x.qn-x

P(x=3) = 5C3 (0.5) 5.(0.5)5-3 =0.3125

8. Suppose that weather records show that on an average 5 out of 31 
days	in	October	are	rainy	days.	Assuming	a	binomial	distribution	
which	 each	 day	 of	 October	 as	 an	 independent	 trail,	 then	 the	
probability	that	the	next	October	will	have	at	most	three	rainy	days	
is: 
Solution:	p	=	Probability	of	a	rainy	day	in	October	:p	=	5/31,	q	=	
probability	of	a	non-rainy	day	in	October	q	=	1-	p	=	1-5/31		=	26/31
n	=	31	(number	of	days	in	October)	

P(x) = 31Cr.  

Required Probability = P (0) + P (1) +P(2) +P(3) 

= 31C0. + 31C1. +

    31C2. + 31C3. 

=  0.2403

9. If 5 days are selected at random, then the probability of getting 
two Sundays is: 
Solution: Let P = Probability of getting a Sunday in a week (P) = 1/7
Therefore	P	=	1/7	and	q=	1-p	=	1-1/7	=	6/7	

Required probability = 15C2 .  = 0.288 = 0.29

10. An experiment of succeeds twice as often as it falls. What is the 
probability that in next five trials there will at least three successes? 

Solution: According to the given statement p = 2q 
We know that p = 2/3 q= 1/3
Required probability P( X≥3) = P(3) +P(4) +P(5) 

        = 5C3 . + 5C4 .  +  5C5 . 

11. What is the probability of getting 3 head if 6 unbiased coins are 
tossed simultaneously? 
Solution: if x denotes the number of heads, then x follows binomial 
distribution with parameters n = 6 and p = probability of success 
= ½
q= probability of failure = 1-1/2 = ½ , being given the coins are 
unbiased 
The	probability	mass	function	of	x	is	given	by

f(x) = 6C3 .  = 20  = 0.3125

12. In Binomial Distribution n = 9 and p = 1/3 , What is the value 
of variance .
Solution: In Binomial Distribution variance = npq , here n= 9 , p 
= 1/3 and q= 2/3
Therefore	variance	=	9*1/3*2/3	=	2

13. For a Binomial Distribution E(x) = 2 , V(X)= 4/3 . Find the value 
of n
Solution: Here E(X) = np = 2
V(x)=  npq = 4/3 then substituting the value of np  
2×q = 4/3
2q = 4/3 
q= 2/3 then p = 1-2/3 = 1/3
np = 2, n×1/3 = 2 , n= 6

14.	The	mode	of	Binomial	Distribution	for	which	the	mean	is	4	and	
variance 3 is equal to? 
Solution: In Binomial Distribution Mean = np = 4 and Variance 
= npq = 3 
Then	4q	=	3		q	=	¾		,	p	=	1-q	=	1-3/4	=	¼	
n×1/4 = 4 therefore n = 16
(n+1) p = (16+1) ×1/4 = 4.25 which is no longer integer.
So mode = 4

15. In a Binomial Distribution with 5 independent trials, probability 
of 2 and 3 successes are 0.4362 and 0.2181 respectively. Parameter 
‘p ‘of the Binomial Distribution is 
Solution:	Given	n	=	5	,	P(x=2)	=	0.4362	
P(x=3) =0.2181 
P(x=3)  = 5C3 .  =10  
0.2181 = 10.P3.q2

And P(X=2) =5C2 .  =10 
0.4362 = 10 
By dividing 

0.2181/0.4362 =  

½= q/p 
q= 2p;  2p+p = 1
3p = 1, then p = 1/3

Probability Appearing 5 times
¹⁰C₄ * p⁴ * q¹⁰-⁴  
= ¹⁰C₄ * p⁴ * q⁶
¹⁰C₅ * p⁵ * q⁵    = 2   * ¹⁰C₄ * p⁴ * q⁶
=>p * 10!/5!5!  = 2q * 10!/6!4!
=> p * 6 = 2q * 5
=> 3p = 5q => 3p = 5(1 - p)
=> 8p = 5
=> p = 5/8 & q = 1 - 5/8 = 3/8
probability that an even number will appear twice when the die is 
rolled 8 times
= ⁸C₂ * p²q⁸-²
= 28  * (5/8)² (3/8)⁶
= 28 * 25 * 3⁶ / 8⁸
= 700 * 3⁶ / 8⁸
= 5,10,300/1,67,77,216 = 0.0304

16. What is the first quartile of X having the following probability 
density function?

 f(x) =  							for	–	∝ < × < ∝  

Solution:	First	Quartile	Deviation	(Q1)	=	μ-	0.675σ here
By comparing probability density function of Normal Distribution, 
Mean = 10 and σ = 4
	 Q1 = 10-0.675(6) =10-4.05 = 5.95
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No. 13-CA (EXAM)/M/2022: In pursuance of Regulation 22 
of the Chartered Accountants Regulations, 1988, the Council 
of the Institute of Chartered Accountants of India is pleased 
to announce that the next Chartered Accountants Foundation, 
Intermediate and Final Examinations will be held on the dates 
and places which are given below provided that sufficient 
number of candidates offer themselves to appear from each of 
the below mentioned places.

Similarly,	Examination	in	Post	Qualification	Course	under	
Regulation	204,	viz.:	International	Taxation	–	Assessment	Test	
(INTT	–	AT)	(which	is	open	to	the	members	of	the	Institute)	
will be held on the dates and places (centres in India only) 
which are given below provided that sufficient number of 
candidates offer themselves to appear from each of the below 
mentioned places.

FOUNDATION COURSE EXAMINATION 
[As per syllabus contained in the scheme notified by the Council 
under Regulation 25 F (3) of the Chartered Accountants 
Regulations,	1988.]

23rd, 25th, 27th & 29th  May 2022

INTERMEDIATE COURSE EXAMINATION 
[As per syllabus contained in the scheme notified by the Council 
under	 Regulation	 28	 G	 (4)	 of	 the	 Chartered	 Accountants	
Regulations,	1988.]

Group-I:      15th, 18th, 20th & 22nd May 2022

Group-II:    24th, 26th, 28th & 30th May 2022

imPorTANT ANNouNCemeNT

The Institute of Chartered Accountants of India
[Set up by an Act of Parliament]

Examination Department
The	Institute	of	Chartered	Accountants	of	India

21st  January, 2022

FINAL COURSE EXAMINATION 
[As per syllabus contained in the scheme notified by the 
Council under Regulation 31 (iv) of the Chartered Accountants 
Regulations,	1988.]

Group -I:     14th, 17th, 19th & 21st May 2022

Group -II:   23rd, 25th, 27th & 29th May 2022

MEMBERS’ EXAMINATION                  
INTERNATIONAL	 TAXATION	 –	 ASSESSMENT	 TEST	
(INTT	–	AT)

14th & 17th May 2022

No examination is scheduled on 16th May 2022 (Monday) 
on	account	of	Budha	Purnima,	being	a	compulsory	 (gezetted)	
central government holiday as per F. No. 12/5/2021-JCA-
2 dated 8.06.2021 issued by Ministry of Personnel, Public 
Grievance	and	Pensions,	Government	of	India.

It	 may	 	 be	 emphasized	 that	 there	 would	 be	 no	 change	
in the examination schedule in the event of any day of the 
examination schedule being declared a Public Holiday by 
the	 Central	 Government	 or	 any	 State	 Government	 /	 Local	
Holiday. 

Candidates may note that Paper(s) - 3 & 4 of Foundation 
Examination are of 2 hours duration. Similarly, Elective Paper 
- 6 of Final Examination is of 4 hours. However, all other 
examinations are of 3 hours duration, and the examination wise 
timing(s) are given below:

Examination Paper(s) Exam Timings (IST) Duration

Foundation
Paper 1 & 2 2 PM to 5 PM 3 Hours

Paper 3 & 4* 2 PM to 4 PM 2 Hours
Intermediate All Papers 2 PM to 5 PM 3 Hours

Final
Paper 1 to 5 & Paper 7 & 8. 2 PM to 5 PM 3 Hours
Paper 6 (Elective) 2 PM to 6 PM 4 Hours

Post	Qualification	Course	Examination	i.e.	 
(INTT	–	AT)	 ALL 2 PM to 5 PM 3 Hours

*In	Paper	3	and	4	of	Foundation	Examination	and	all	papers	of	Post	Qualification	Course	Examination	–	INTT	-	AT	there	will	not	be	
any advance reading time, whereas in all other papers / exams mentioned above, an advance reading time of 15 minutes will be given 
from 1.45 PM (IST) to 2 PM (IST).

Further,	in	case	of	composite	papers	having	both	MCQs	based	&	Descriptive	Question	Papers,	seal	of	MCQs	based	Question	Paper	
shall	be	opened	at	2	PM	(IST),	in	other	words	there	will	be	no	prior	reading	time	for	MCQs	based	Question	Papers.
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3.  PLACES OF EXAMINATION CENTRES: 
The	Chartered	Accountants	Examinations,	May	2022	will	be	held	in	the	following	Indian	cities:

Name of the State Name of the Examination City

Andhra Pradesh (14) Anantapur,	 Eluru,	 Guntur,	 Kadapa,	 Kakinada,	 Kurnool,	 Nellore,	 Ongole,	 Rajamahendravaram,	
Srikakulam,	Tirupati,	Vijayawada,	Visakhapatnam	and	Vizianagaram

Assam (2) Guwahati,	and	Tinsukia

Bihar (11) Begusarai,	 Bhagalpur,	 Darbhanga,	 Gaya,	 Madhubani,	 Motihari,	 Muzaffarpur,	 Patna,	 Purnea,	
Samastipur and Sitamarhi 

Chattisgarh (5) Bilaspur, Durg, Raigarh, Raipur and Rajnandgaon 

Chandigarh (1) Chandigarh

Delhi / New Delhi (1) Delhi / New Delhi

Goa	(2) Mapusa and Margao

Gujarat	(19) Ahmedabad,	Anand,	Bharuch,	Bhavnagar,	Bhuj,	Gandhidham,	Gandhinagar,	Himatnagar,	Jamnagar,	
Junagadh, Mehsana, Navsari,  Palanpur, Porbandar, Rajkot, Surat, Surendranagar, Vadodara and  Vapi

Haryana (18) Ambala,	Bahadurgarh,	Bhiwani,	Faridabad,	Fatehabad,	Gurgaon	(Gurugram),	Hisar,	Jind,	Kaithal,	Karnal,	
Kurukshetra,	Narnaul,	Panipat,	Rewari,	Rohtak,	Sirsa,	Sonepat	and	Yamuna	Nagar

Himachal Pradesh (1) Shimla

Jammu	&	Kashmir	(2) Jammu and Srinagar

Jharkhand (7) Bokaro	Steel	City,	Deoghar,	Dhanbad,	Hazaribagh,	Jamshedpur,	Ramgarh	and	Ranchi	

Karnataka	(22) Bagalkot,	 Belgaum,	 Bellary,	 Bengaluru,	 Chikkaballapur,	 Davangere,	 Gadag,	 Hassan,	 Haveri,	
Hubli,	Kalaburgi	(Gulbarga),	Kolar,	Koppal,	Mandya,	Mangalore,	Mysore,	Raichur,	Shimoga,	Sirsi,	
Tumakuru,	Udupi	and	Vijayapura

Kerala	(14) Adoor,	Alappuzha,	Ernakulam,	Idukki,	Kalpetta,	Kannur,	Kasaragod,	Kollam	(Quilon),	Kottayam,	
Kozhikode,	Malappuram,	Palakkad,	Thiruvananthapuram	and	Thrissur

Madhya Pradesh (13) Bhopal,	Gwalior,	 Indore,	 Jabalpur,	Katni,	Khandwa,	 	Mandsaur,	Neemuch,	Ratlam,	Rewa,	 Sagar,	
Satna	and	Ujjain	

Maharashtra (35) Ahmednagar,	Akola,	Amravati,	Aurangabad,	 Badlapur,	 Beed,	 	 Bhiwandi,	Khamgaon	 (Buldhana),	
Chandrapur,	Dhule,	Gondia,	Ichalkaranji,	Jalgaon,	Jalna,	Kolhapur,	Latur,	Mumbai,	Nagpur,	Nanded,	
Nandurbar, Nasik, Navi Mumbai, Palghar, Panvel, Parbhani, Pimpri-Chinchwad, Pune, Ratnagiri, 
Sangli,	Satara,	Solapur,	Thane,	Vasai,	Wardha	and	Yavatmal

Odisha	(6) Berhampur (Brahmapur), Bhubaneswar, Cuttack, Rayagada, Rourkela and Sambalpur

Puducherry (1) Puducherry

Punjab (8) Amritsar,	Bathinda,	Jalandhar,	Ludhiana,	Mandi	Gobindgarh,	Pathankot,	Patiala	and	Sangrur	

Rajasthan (21) Ajmer, Alwar, Banswara, Beawar, Bharatpur, Bhilwara, Bikaner, Chittorgarh, Churu, Jaipur, Jhunjhunu, 
Jodhpur,	 Kishangarh,	 Kota,	 Nagaur,	 Pali	 -	Marwar,	 Rajsamand,	 Sikar,	 Sirohi,	 Sri	 Ganga	 Nagar	 and	
Udaipur

Tamil Nadu (27) Chennai,	 Coimbatore,	 Cuddalore,	 Dharmapuri,	 Dindigul,	 Erode,	 Hosur,	 Kancheepuram,	 Karaikudi,	
Karur,	 Kumbakonam,	 Madurai,	 Nagapattinam,	 Nagercoil,	 Namakkal,	 Pudukkottai,	 Salem,	 Sivakasi,	
Theni,		Tiruchirapalli,	Tirunelveli,	Tirupur,	Tiruvallur,	Tiruvannamalai,	Tuticorin,	Vellore	and	Villupuram	

Telangana (7) Hyderabad,	Karimnagar,	Khammam,	Mahabubnagar,	Nalgonda,	Nizamabad	and	Warangal

Uttar	Pradesh	(18) Agra,	Aligarh,	Allahabad	(Prayagraj),	Bareilly,	Bulandshahr,	Firozabad,	Ghaziabad,	Gorakhpur,	Jhansi,	
Kanpur,	Lucknow,	Mathura,	Meerut,	Moradabad,	Muzaffarnagar,	Noida,	Saharanpur	and	Varanasi

Uttarakhand	(4) Dehradun,	Haldwani,	Haridwar	and	Kashipur	

West Bengal (6) Asansol,	Durgapur,	Hooghly,	Kolkata,	Raniganj	and	Siliguri
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OPTION TO ANSWER PAPERS IN HINDI

Candidates of Foundation, Intermediate and Final Examinations will be allowed to opt for English / Hindi medium for answering 
papers.  Detailed information will be found in guidance notes hosted at https://icaiexam.icai.org. However the medium of Exam-
inations	will	be	only	English	in	respect	of	Post	Qualification	Course	viz.:	International	Taxation	–	Assessment	Test	(INTT	–	AT).
    
The	Candidates	are	advised	to	note	the	above	and	stay	in	touch	with	the	website	of	the	Institute,	www.icai.org.		

                                                                      (S. K. GARG)  
                                                             ADDITIONAL SECRETARY (EXAMINATIONS)

PLACES OF EXAMINATION CENTRES OVERSEAS:
[FOR	 FOUNDATION,	 INTERMEDIATE	 AND	 FINAL	
EXAMINATIONS	ONLY]

The	May	2022	Examinations	will	also	be	held	at	the	6	(Six)	
overseas examination centres, namely 

Overseas Abu	Dhabi,	Bahrain,	Doha,	Dubai,	Kathmandu	
and Muscat

The	Examination	commencement	timings	at	Abu	Dhabi,	Dubai	
and Muscat Centres will be 12.30 PM i.e. Abu Dhabi, Dubai and 
Muscat	local	time	corresponding	/	equivalent	to	2	PM.	(IST).	The	
Examination commencement timing at Bahrain and Doha Centre 
will be 11.30 AM i.e. Bahrain / Doha local time corresponding 
/	 equivalent	 to	 2	 PM.	 (IST).	The	Examination	 commencement	
Timing	at	Kathmandu	(Nepal)	Centre	will	be	2.15	PM	Nepal	local	
time corresponding / equivalent to 2 PM (IST).

The	Council	reserves	the	right	to	withdraw	any	city	/	centre	at	
any stage without assigning any reason. 

4.  Online filling up of examination forms: 

Applications for admission to Foundation, Intermediate & 
Final Examinations; Candidates are required to apply on-line 
at https://icaiexam.icai.org from 21st February, 2022 to 13th 
March, 2022 and remit the examination fee on-line by using 
VISA	or	MASTER	or	MAESTRO	Credit	/	Debit	Card	/	Rupay	
Card	/	Net	Banking	/	Bhim	UPI.	They	shall	however,	be	required	
to remit additional R 600/- towards late fee (for Domestic & 
Kathmandu	centres)	and	US$	10	(for	Overseas	Centres)	in	case	
the application on-line is made after 13th March, 2022 and 
upto 20th March, 2022. 

Members	 desirous	 to	 apply	 for	 Post	 Qualification	 Course	
Examination	 i.e.	 International	 Taxation	 –	 Assessment	 Test	
(INTT	–	AT)	(which	is	open	to	the	members	of	the	Institute)	
are required to apply on-line at pqc.icaiexam.icai.org from 21st 
February, 2022 to 13th March, 2022 and remit the examination 
fee	on-line	by	using	VISA	or	MASTER	or	MAESTRO	Credit	/	

Debit	Card	/	Rupay	Card	/	Net	Banking	/	Bhim	UPI.	They	shall	
however, be required to remit additional R 600/- towards late 
fee in case the application on-line is made after 13th March, 
2022 and upto 20th March, 2022.

5.  Examination Fee

The	examination	fees	payable	for	various	courses	are	as	under:
Intermediate Course Examination

For Indian Centre(s)
Single	Group	/	Unit	4A	to	10	(except	Unit	8A	&	9A)	 R 1500/-
Both	Groups	/	Unit	8A	/	Unit	9A R 2700/-
For Overseas Centre(s) – Excluding Kathmandu Centre
Single	Group	/	Unit	4A	to	10	(except	Unit	8A	&	9A)	 US$	325
Both	Groups	/	Unit	8A	/	Unit	9A US$	500
For Kathmandu Centre 
Single	Group	/	Unit	4A	to	10	(except	Unit	8A	&	9A)	 INR  R 2200
Both	Groups	/	Unit	8A	/	Unit	9A INR R 3400

Final Course Examination 
For Indian Centre(s)
Single	Group R1800/-
Both	Groups R 3300/-
For Overseas Centre(s) – Excluding Kathmandu Centre
Single	Group US$	325
Both	Groups US$	550
For Kathmandu Centre 
Single	Group INR  R 2200
Both	Groups INR  R 4000
INTERNATIONAL TAXATION – ASSESSMENT 
TEST

R 2000/-

Foundation Course Examination
For Indian Centre(s) R1500/-
For	Overseas	Centre(s)	–	Excluding	Kathmandu	Centre US$	325
For	Kathmandu	(Nepal)	Centre INR R 2200

The late fee for submission of examination application form 
after the scheduled last date would be R 600/- (for Indian / 
Kathmandu	 Centres)	 and	 US$	 10	 (for	 Overseas	 Centres)	 as	
decided by the Council.

The	Next	Advanced	ICITSS	-	Adv.	IT	Test	–	in	Computer Based Mode (CBM) will be conducted as per following date.

The	test	will	be	conducted	both	for	AICITSS	–	IT	Old	and	New	Course.
Please visit https://resource.cdn.icai.org/68704exam54935.pdf for further details. (S. K. GARG)

ADDITIONAL SECRETARY (EXAMINATIONS)

ANNouNCemeNT

Test Dates 25-February-2022
Eligibility	Criteria	i.e.,	Advanced	ICITSS	–	Advanced	IT	course	to	be	completed	on/before 25-January-2022
Commencement of submission of examination application form 04-February-2022
Last date for submission of online examination application form 08-February-2022
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CA. Nihar N Jambusaria, President, ICAI along with CA. Manish 
Gadia,	Chairman,	WIRC	of	ICAI	and	other	members	&	students	
of Rajkot Branch of WIRC of ICAI in a Mega Tree Plantation 
drive.

CA. Nihar N Jambusaria, President, ICAI along with CA. Manish 
Gadia,	Chairman,	WIRC	of	ICAI	and	other	members	&	students	
at CA Students Conference (Virtual) at Mumbai.

ECONOMIC UPDATES  
•	 Libor,	 the	most	 important	number	 in	 international	finance,	dies	

at	52.	The	interest	benchmark	once	underpinned	more	than	$300	
trn in financial contracts but was undone after a year long mar-
ket-rigging scandal came to light. Libor could no longer be used to 
calculate new deals as of December 31 — more than six years after 
a	former	UBS	trader	was	jailed	for	his	efforts	to	manipulate	it	and	
others	were	fired,	 charged,	 or	 acquitted.	Global	 banks	 including	
Barclays,	UBS	and	Royal	Bank	of	Scotland	ultimately	paid	more	
than	$9	billion	in	fines	for	fixing	the	rate	for	their	own	profit.

 Source:https://www.business-standard.com/article/interna-
tional/libor-the-most-important-number-in-international-fi-
nance-dies-at-52-122011301587_1.html

•	 The	Reserve	Bank	of	India	placed	on	its	website	a	Working	Paper	
titled “Taking Cognisance of Households’ Inflation Expectations 
in India” under the Reserve Bank of India Working Paper Series1.
The	paper	studies	the	characteristics	of	inflation	expectations	in	
developed	and	emerging	market	economies.	The	Indian	house-
holds’ inflation expectations at different points in time are ob-
served to be influenced by different items in their consumption 
baskets; over the rounds, inflation expectations are observed to 
be most affected by the future sentiments on prices and inflation 

in food products, followed by non-food commodities, and cost of 
services in recent times.  

 Source:https://www.rbi.org.in/Scripts/BS_Press ReleaseDisplay.as-
px?prid=53084

•	 Vodafone	Idea	Plunges	as	India	to	Own	36%	Under	Bailout	Plan.	
The	board	approved	a	rescue	plan	that	gives	almost	36%	stake	to	
the Indian government in lieu of past dues and makes it the largest 
shareholder in the unprofitable wireless phone operator. 

 Source:https://www.bloomberg.com/news/articles/2022-01-11/in-
dia-to-own-35-8-in-vodafone-idea-after-converting-dues

•	 Global	 Payments	 2021:	All	 in	 for	Growth,	As	 purchasing	habits	
shifted almost overnight from offline to online and from cash to 
noncash, payments players responded in kind, accelerating e-com-
merce enablement, expanding fulfilment options, and streamlining 
point-of-sale	and	online	checkout.	They	helped	people	who	were	
dealing with financial uncertainty by providing debt relief, flexible 
instalment purchases, supplier financing, and cash-flow manage-
ment.  

 Source:https://www.bcg.com/en-in/publications/2021/global-pay-
ments-industry-is-all- in-for-growth

FINANCE UPDATES  

SEBI tightens Ipo process with slew of new norms
The	Securities	and	Exchange	Board	of	India	(SEBI)	announced	tight-
er rules for companies raising capital from the markets, anchor in-
vestors,	 preferential	 allotments	 and	 changes	 in	 IPO	 (initial	 public	
offering) pricing norms.
https://www.financialexpress.com/market/ipo-news/sebi-tightens-
ipo-process-with-slew-of-new-norms/2392560/   

Unitholders’ approval must for closing of schemes: SEBI
Stock markets regulator the SEBI directed mutual fund trustees to 
secure the consent of unitholders before winding up a scheme or pre-
maturely redeeming units of a close-ended scheme, on the lines of a 

Supreme Court ruling this year in the Franklin Templeton case.
https://www.livemint.com/mutual-fund/mf-news/mutual-funds-
must-take-unitholders-approval-before-winding-up-of-schemes-se-
bi-11640692460933.html

Exotic forex derivatives return in RBI’s push to deepen 
markets

Exotic foreign-exchange derivatives are making a comeback in India, 
reflecting the Reserve Bank of India (RBI)’s efforts to deepen the fi-
nancial markets.
https ://www.livemint .com/market/stock-market-news/ex-
otic-forex-derivatives-return-in-rbi-s-push-to-deepen-mar-
kets-11642649295658.html
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ACroSS
1. When strategic management is ineffective 

and	 operational	 management	 is	 efficient,	
organisation will ___________.

8. _____communication is a common, 
inexpensive, and easy to use wireless. 

10. ________is a modest and quiet individual 
who doubts his own strength.

11. _______strives to improve health through 
research on risk factors, prevention, and 
early detection of serious health conditions.

12.	 A	set	of	criteria	for	securing	US	Government	
IT Systems.

13. Abbre: volumetric liver fat fraction.
14. A person of wealth or high social position.
15.	The	independent	voice	of	Army	families	and	

works hard to improve the quality of life for 
Army families around the world.

16. ________ ensures that the seats are allotted 
to the passengers as per their tickets and 
the accommodation is convenient for the 
passenger in the railway.

18. _______Suspension is a combination 
medicine which may be used for the 
treatment	 of	 bacterial	 and	 protozoal	
infections.

20. Something that reduces speed or activity.
22. Account holder can choose to invest a fixed 

amount each month while earning decent 
interest on the amount.

24.	One	 of	 the	 most	 common	 prepositions	 in	
English and is also used in set phrases.

25. A progressive neurodegenerative disease 
that affects nerve cells in the brain and the 
spinal cord.

26. A non-full-service firm that focuses on 
M&A Advisory or Restructuring.

27. ___ is extended maternal child health of 
family welfare or safe motherhood or child 
survival and safe motherhood programme.

28.	The	smallest	item	of	information	in	an	image.	
32. An annual informatics competition for 

secondary school students.
33. _______is created in the liver and binds to 

retinol along with prealbumin to then carry 
it to other tissues such as eye, bone marrow. 

34. A method of entering data into a 
computer system. 

35.	The	best	possible	quality.
37. An Indian multinational conglomerate 

company.
39.	 Used	 as	 a	 function	 word	 to	 indicate	

inclusion, location, or position within 
limits.

40. An elite counter-terrorism unit under 
the Ministry of Home Affairs.

41. An written abbreviation for mount or, 
mountain.

43.	The	world	governing	body	of	cricket.
44. A person who searched for business 

opportunity and starts a new enterprise 
to make use of that opportunity is called?

         
dowNwArd
1.	 What	 does	 Dogs	 symbolize	 in	 BCG	

matrix?  
2. A professional men’s Twenty20 cricket 

league.
3. A network of parliamentarians across 

Europe who are committed to protecting 
reproductive health and rights of the 
world’s most vulnerable.

4. A set of instructions that tells the 
hardware what to do and how to do it is 
called__.

5.	 The	lease	transfers	_____	of	the	asset	to	
the lessee by the end of the lease term.

6.	 A	 specialized	 agency	 of	 the	 United	
Nations responsible for international 
public health.

7.	 The	 benchmark	 interest	 rate	 at	 which	
major global banks lend to one another.

8.	 An	 organization	 of	 190	 countries,	
working to foster global monetary 
cooperation.

9. Patent right is in the nature of ___account.       
12. System’s short-term memory is____.
17. Systems is a global leader in 

telecommunications.
19. A financial instrument that provides 

safe and guaranteed return on your 
investment.

21. An American indie rock band from Duluth, 
Minnesota.

23.	The__	 is	 a	 global	 center	 of	 excellence	 in	
curriculum and related matters.

26.	The	 premium	 arising	 at	 the	 inception	 of	 a	
forward exchange contract should be amortised 
as ____.

28. A ____is also a male ruler of a small country.
29. An American multinational technology 

corporation headquartered in Armonk, New 
York.

30. Principal book of Accounts.
31. Luxury silk wear label.
32.	The	percentage	of	a	bank’s	total	deposits	that	 it	

needs to maintain as liquid cash. 
36. Abbre: Restricted Indirect Cost Rate.
38. ____provides students throughout India the 

opportunity to pursue higher education in 
Engineering without the constraints of time or 
distance.

42. Abbre: Tamil Nadu.
43. Which is the set of rules governing the format of 

data sent via the internet or local network. 
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