CA Dreamers — Premium Super 30

Ch-1 — General Clauses Act, 1897

Chapter 1 — The General Clauses Act, 1897

Amendment Notes (2025-26): No statutory amendment in GCA; frequently tested sections: 5 (Commencement), 9 (Computation of time),
10 (Closed day), 26 (Double punishment), 27 (Service by post).

Descriptive Q1. Commencement date versus date of assent

Requirement:

Determine operative date when an Act specifies a commencement date but receives earlier assent.
Given:

1) Assent on 15 July 2025; commencement clause: 1 September 2025.
Concept (Sections/Cases):

1) Section 5, General Clauses Act, 1897 — where commencement date is specified, Act comes into force on that date;
otherwise from assent.

2) Case: State of Punjab v. Mohar Singh, AIR 1955 SC 84.
Explanation:
1) Default rule is commencement on assent.
2) Specific commencement clause overrides that default.
3) No liability can arise before commencement; preparatory steps may be taken but are not enforceable rights.
4) Courts honour the commencement clause unless transitional savings indicate otherwise.
FINAL: Act is enforceable only from 1 September 2025.

Source: Study Material — adapted
Descriptive Q2. Computation of time — the words ‘'from' and 'to’

Requirement:
Compute last permissible date for dividend declared on 8 Aug 2025 payable within 30 days.
Given:
1) Event: dividend declared on 8 Aug 2025.
Concept (Sections/Cases):
1) Section 9, GCA — 'from' excludes the first day; 'to' includes the last day.
2) Case: Harinder Singh v. Karnail Singh, AIR 1957 SC 271.
Explanation:
1) Exclude 8 Aug entirely from computation.
2) Count 30 days beginning 9 Aug as day 1.
3) The 30th day falls on 7 Sept; the 'to’ date is inclusive.
4) Therefore, 7 Sept is the last valid payment date.
FINAL: Deadline for payment is 7 September 2025.

Source: MTP April 2024 — adapted
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Ch-1 — General Clauses Act, 1897

Descriptive Q3. Closure of court/office on last day

Requirement:

Whether filing on reopening day is valid when the last day is a holiday/lockdown.
Given:

1) Last day fell during notified closure/lockdown.
Concept (Sections/Cases):

1) Section 10, GCA — if the last day is closed, an act done on the next open day is valid.
2) Case: CWT v. Officer-in-Charge (Court of Wards) (1976) 105 ITR 133 (SC).
Explanation:
1) Closure of court/office statutorily extends the deadline.
2) Filing at the first available opportunity upon reopening is treated as within time.
3) Principle applies to judicial and administrative deadlines alike.
FINAL: Filing on the next working day is valid.

Source: Jan 2021 Exam — adapted
Descriptive Q4. Service by post — endorsement 'not claimed'

Requirement:
Whether notice is deemed served when a registered article is returned 'not claimed'.
Given:
1) Registered, prepaid article sent to correct address; addressee did not claim delivery.
Concept (Sections/Cases):
1) Section 27, GCA — presumption of service when properly addressed, prepaid, and registered.
2) Case: Smt. Vandana Gulati v. Gurmeet Singh (Delhi HC).
Explanation:
1) An endorsement 'not claimed' is treated akin to refusal indicating deliberate avoidance.
2) The statutory presumption shifts the burden to addressee to rebut by credible evidence (e.g., wrong address,
non-intimation).
3) Absent rebuttal, service is deemed effected and statutory timelines begin.
FINAL: Notice is legally deemed served.

Source: MTP March 2024 — adapted
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Ch-1 — General Clauses Act, 1897

Descriptive Q5. Good faith and negligence

Requirement:

Whether negligence negates good faith within the meaning of the GCA.
Given:

1) Officer acts honestly, albeit without due care.
Concept (Sections/Cases):

1) Section 3(22), GCA — an act is done in good faith when it is done honestly, whether negligently or not.
2) Case: Matajog Dobey v. H.C. Bhari, AIR 1956 SC 44.

3) Note: Special statutes may define 'good faith' differently (e.g., requiring due care); special definition prevails over
GCA.

Explanation:

1) Under the GCA, honesty is the touchstone; negligence does not, by itself, destroy good faith.

2) Where a special Act prescribes a stricter definition (due care + attention), that standard must be met for actions
under that Act.

FINAL: Negligence does not negate good faith under the GCA,; verify any special Act definition.
Source: Study Material — adapted
Descriptive Q6. Immovable property — trees and timber

Requirement:
Whether sale of timber amounts to sale of immovable property.
Given:

1) Land with growing trees; timber obtained upon cutting.

Concept (Sections/Cases):
1) Section 3(26), GCA — 'immovable property' includes land, benefits arising from land, things attached to the earth.
2) Case: Shantabai v. State of Bombay, AIR 1958 SC 532.

Explanation:

1) Growing trees are attached to the earth and therefore immovable while attached.

2) Once severed, timber becomes movable property.

3) A sale of timber is thus a sale of movable property and not of immovable property.
FINAL: Timber is movable; sale of timber is not sale of immovable property.

Source: RTP May 2023 — adapted
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Ch-1 — General Clauses Act, 1897

Descriptive Q7. Meaning of 'Government' in statutes

Requirement:
Whether gratuity exemption available to 'Government' employees extends to State Government employees.
Given:
1) Statute uses the generic term '‘Government' without confinement.
Concept (Sections/Cases):
1) Section 3(23), GCA — 'Government' includes both the Central Government and State Government.
2) Case: Union of India v. H.S. Dhillon, (1972) 2 SCC 779.
Explanation:
1) Unless context indicates otherwise, a reference to '‘Government' covers both Central and State.
2) Benefits/obligations tied to 'Government' extend to State Government employees as well.

FINAL: Exemption applies to State Government employees also, unless the statute restricts the term.

Source: Study Material — adapted
Descriptive Q8. Meaning of 'Official Gazette'

Requirement:
Define 'Official Gazette' and its legal effect.
Given:
1) Publication used for notifications, rules, and commencement dates.
Concept (Sections/Cases):
1) Section 3(39), GCA — 'Official Gazette' means the Gazette of India or the Official Gazette of a State.
2) Case: Collector v. Raja Ram Jaiswal, AIR 1985 SC 1622.
Explanation:
1) Publication in the Official Gazette gives authoritative public notice as per the enabling Act.
2) Many statutes condition enforceability on such publication.

FINAL: Official Gazette refers to the Gazette of India or State Gazette; publication therein confers official
notice.

Source: MTP July 2024 — adapted
Descriptive Q9. Double jeopardy across enactments

Requirement:

Whether a person can be punished twice for the same act under two different enactments.
Given:

1) Single act constitutes offences under two enactments (e.g., Companies Act and IPC).
Concept (Sections/Cases):

1) Section 26, GCA — a person may be prosecuted under either/any of the enactments but shall not be punished twice

for the same offence.

2) Article 20(2), Constitution — protection against double punishment for the same offence.

3) Case: T.T. Antony v. State of Kerala, (2001) 6 SCC 181.
Explanation:

1) Parallel or alternative prosecutions may be instituted under different laws.

2) However, sentencing cannot duplicate punishment for the same offence; only one punishment may be imposed.
FINAL: Only one punishment may be imposed for the same offence though prosecutions under multiple
laws are permissible.

Source: RTP November 2023 — adapted
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Ch-1 — General Clauses Act, 1897

Descriptive Q10. Gender and Number rules

Requirement:

Whether masculine includes feminine and singular includes plural under statutory interpretation rules.
Given:

1) Statute uses masculine pronoun ‘'he' and singular nouns.
Concept (Sections/Cases):

1) Section 13 & Section 14, GCA — unless there is anything repugnant in the subject or context, masculine includes
feminine and singular includes plural (and vice versa).

2) Case: Lily Thomas v. Union of India, (2000) 6 SCC 224.
Explanation:

1) These rules ensure flexible application unless the context requires strict gender/number usage.
2) Courts first check for contextual repugnancy before applying these inclusive rules.
FINAL: Masculine includes feminine and singular includes plural unless the context indicates otherwise.

Source: Study Material — adapted
MCQ 1. Under Section 3(22) of the GCA, an act is done in 'good faith' when it is —

(A) done honestly and diligently

(B) done negligently but honestly
(C) done with due care and attention
(D) done without regard to honesty
Answer:

Requirement:

Identify the statutory meaning of 'good faith' in the GCA.
Concept (Sections/Cases):

1) Section 3(22), GCA — good faith = done honestly, whether negligently or not.
2) Case: Matajog Dobey v. H.C. Bhari, AIR 1956 SC 44.

Explanation:

1) The GCA focuses on honesty rather than diligence.
2) Some special statutes require due care; but for GCA definition, negligence does not negate good faith.

FINAL: Correct option: (B) done negligently but honestly.

Source: Study Material — adapted
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Ch-1 — General Clauses Act, 1897

MCQ 2. The 'Official Gazette' refers to —

(A) only the Gazette of India

(B) the Gazette of India or the Official Gazette of a State
(C) any publication issued by a government department
(D) law journals approved by the Government

Answer:

Requirement:

Define 'Official Gazette' as per the GCA.
Concept (Sections/Cases):

1) Section 3(39), GCA — Gazette of India or Official Gazette of a State.
2) Case: Collector v. Raja Ram Jaiswal, AIR 1985 SC 1622.
Explanation:

1) Statutes often require publication in the Official Gazette to give legal effect to notifications.
FINAL: Correct option: (B) the Gazette of India or the Official Gazette of a State.
Source: MTP July 2024 — adapted
MCQ 3. A dividend was declared on 8 August 2025, to be paid 'within 30 days'. The last permissible
date for payment is —

(A) 6 September 2025
(B) 7 September 2025
(C) 8 September 2025
(D) 9 September 2025
Answer:

Requirement:

Compute the terminal date using Section 9 of the GCA.
Concept (Sections/Cases):

1) Section 9, GCA — 'from' excludes the first day; 'to' includes the last day.
2) Case: Harinder Singh v. Karnail Singh, AIR 1957 SC 271.
Explanation:

1) Exclude 8 Aug; begin counting on 9 Aug; include 7 Sept as the terminal day.
FINAL: Correct option: (B) 7 September 2025.

Source: MTP April 2024 — adapted
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Ch-1 — General Clauses Act, 1897

MCQ 4. Under Section 3(23) of the GCA, the expression '‘Government' includes —

(A) the Central Government only

(B) the State Government only

(C) both the Central Government and the State Government
(D) only Union Territories administration

Answer:

Requirement:

Identify the inclusive scope of 'Government' per GCA.
Concept (Sections/Cases):

1) Section 3(23), GCA — Government includes Central and State Government.
2) Case: Union of India v. H.S. Dhillon, (1972) 2 SCC 779.
Explanation:

1) Unless a statute confines it otherwise, 'Government' covers both.
FINAL: Correct option: (C) both the Central and State Government.

Source: Study Material — adapted

MCQ 5. Section 26 of the GCA read with Article 20(2) of the Constitution provides that —
(A) a person cannot be prosecuted under more than one enactment
(B) a person may be prosecuted under more than one enactment but punished only once for the same offence
(C) a person must be punished under every applicable enactment
(D) double punishment is permitted if the offences arise under different enactments
Answer:
Requirement:
State the principle against double punishment.
Concept (Sections/Cases):
1) Section 26, GCA,; Article 20(2), Constitution; Case: T.T. Antony v. State of Kerala, (2001) 6 SCC 181.
Explanation:
1) Prosecution may be under alternative/multiple laws; sentencing for the same offence cannot be duplicated.

FINAL: Correct option: (B) prosecuted under more than one enactment but punished only once for the same
offence.

Source: RTP November 2023 — adapted
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Ch-1 — General Clauses Act, 1897

Case Question 1
FACTS:

A registered notice was dispatched to Mr. X at his correct address with proper postage. The article returned with the
endorsement 'not claimed'.

Requirement:
Decide whether service is valid in law.

Concept (Sections/Cases):
1) Section 27, GCA — presumption of service where article is properly addressed, prepaid and registered.
2) Case: Smt. Vandana Gulati v. Gurmeet Singh (Delhi HC).

Explanation:

1) An endorsement 'not claimed' evidences deliberate avoidance and is treated as refusal.
2) Hence, presumption of service arises and the burden shifts to the addressee to rebut.
3) Unless rebutted, statutory timelines run from deemed service date.

FINAL: Service is deemed to have been effected in law.

Source: MTP March 2024 — adapted

Case Question 2
FACTS:

The last date for filing an appeal fell on a public holiday when the court was closed. The appeal was filed on the next
working day.

Requirement:
Examine the validity of the filing.

Concept (Sections/Cases):

1) Section 10, GCA — if the last day is a closed day, the act may be done on the next day the court/office reopens.
2) Case: CWT v. Officer-in-Charge (Court of Wards) (1976) 105 ITR 133 (SC).
Explanation:

1) Closure on the terminal day extends the limitation by statute.
2) Filing on reopening day is treated as within time by judicial practice.

FINAL: The appeal is validly filed within the extended limitation.
Source: Jan 2021 Exam — adapted

Case Question 3
FACTS:

A cheque dated 31 December 2025 was presented on 31 March 2026. The bank dishonoured it contending
presentation beyond 3 months.

Requirement:

Determine whether presentation was within the valid period.
Concept (Sections/Cases):

1) Section 9, GCA (computation of time, months) and RBI rule of cheque validity for 3 months.
Explanation:

1) Three calendar months from 31 Dec end on 31 Mar.
2) Presentation on 31 Mar falls on the terminal date and is within validity.
FINAL: Cheque presentation on 31 March 2026 is valid; dishonour on ground of time-bar is not justified.

Source: RTP — adapted
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Ch-1 — General Clauses Act, 1897

Case Question 4
FACTS:
An Act received Presidential assent on 15 July 2025. It specifies: 'This Act shall come into force on 1 September 2025.
Requirement:
State the operative date of the Act and its consequences for actions taken before 1 September 2025.
Concept (Sections/Cases):

1) Section 5, GCA — specified commencement date governs, not the date of assent.
2) Case: State of Punjab v. Mohar Singh, AIR 1955 SC 84.
Explanation:
1) Rights/obligations arise only on and after 1 September 2025.
2) Administrative preparations before that date cannot create enforceable liabilities.
FINAL: Act becomes enforceable on 1 September 2025; no enforceable liability before that date.

Source: Study Material — adapted

Case Question 5
FACTS:

A Government notification was published in the Official Gazette. Parties dispute its enforceability for want of separate
communication.
Requirement:
Discuss the legal effect of publication in the Official Gazette.
Concept (Sections/Cases):
1) Section 3(39), GCA — Official Gazette means Gazette of India or State Gazette.
2) Case: Collector v. Raja Ram Jaiswal, AIR 1985 SC 1622.
Explanation:
1) Where the enabling Act conditions enforceability on publication, Gazette publication gives authoritative public
notice.
2) Separate communication is unnecessary unless statute mandates it.
FINAL: Publication in the Official Gazette ordinarily suffices to give legal effect when so provided by the
statute.

Source: MTP July 2024 — adapted
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Ch-1 — General Clauses Act, 1897

Case MCQ 1
FACTS:

A company declared dividend on 8 August 2025 to be paid 'within 30 days'.
Identify the last permissible date for payment.

(A) 6 September 2025
(B) 7 September 2025
(C) 8 September 2025
(D) 9 September 2025
Answer:

Requirement:

Compute terminal date applying the 'from'/'to’ rule.
Concept (Sections/Cases):

1) Section 9, GCA — 'from' excludes the first day; 'to' includes the last day.
2) Case: Harinder Singh v. Karnail Singh, AIR 1957 SC 271.
Explanation:

1) Exclude 8 Aug; start from 9 Aug; include 7 Sept as the last day.
FINAL: Correct option: (B) 7 September 2025.

Source: MTP April 2024 — adapted

Case MCQ 2
FACTS:

A registered article sent to the correct address returned with endorsement 'not claimed'.
Is service in law treated as effected? Choose the correct option.

(A) Yes, deemed served.

(B) No, service invalid.

(C) Only upon proof of refusal.
(D) Never deemed served.
Answer:

Requirement:

Determine validity of service under GCA.
Concept (Sections/Cases):

1) Section 27, GCA — presumption of service when properly addressed, prepaid, and registered.
2) Case: Smt. Vandana Gulati v. Gurmeet Singh (Delhi HC).
Explanation:

1) 'Not claimed' is treated as deliberate avoidance; presumption of service arises unless rebutted.
FINAL: Correct option: (A) Yes, deemed served.

Source: MTP March 2024 — adapted
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Ch-1 — General Clauses Act, 1897

Case MCQ 3
FACTS:

The last day to file an appeal fell on a court holiday. The appeal was filed the next working day.
Choose the correct statement regarding limitation.

(A) Time-barred; requires condonation.

(B) Valid; Section 10 GCA extends to next open day.
(C) Invalid; should have been filed earlier.

(D) Valid only with Registrar's permission.

Answer:

Requirement:

Apply the ‘closed day' principle.
Concept (Sections/Cases):

1) Section 10, GCA — act due on a closed day valid on next open day.
2) Case: CWT v. Officer-in-Charge (Court of Wards) (1976) 105 ITR 133 (SC).
Explanation:

1) Filing on reopening day is within time without separate condonation.
FINAL: Correct option: (B) Valid; Section 10 extends to next open day.

Source: Jan 2021 — adapted

Case MCQ 4
FACTS:

The same act constitutes offences under the Companies Act and the IPC. Prosecution is launched under both
enactments.

Which statement is correct regarding punishment?

(A) Punishment can be imposed twice.

(B) Only one punishment may be imposed for the same offence.
(C) No prosecution can proceed under more than one enactment.
(D) Punishment under the IPC only.

Answer:

Requirement:

Apply the protection against double punishment.
Concept (Sections/Cases):

1) Section 26, GCA; Article 20(2), Constitution; Case: T.T. Antony v. State of Kerala (2001) 6 SCC 181.
Explanation:

1) While prosecutions may proceed under multiple laws, sentencing cannot duplicate for the same offence.
FINAL: Correct option: (B) Only one punishment may be imposed for the same offence.

Source: RTP November 2023 — adapted
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Ch-1 — General Clauses Act, 1897

Case MCQ 5
FACTS:

An Act uses the pronoun 'he' to describe a public officer's duties. No special definition is given.
Does 'he' include 'she'? Choose the correct option.

(A) Yes, unless context repugnant.

(B) No, masculine does not include feminine.
(C) Only if rules so provide.

(D) Only if notified by Gazette.

Answer:

Requirement:

Apply gender/number rules.
Concept (Sections/Cases):
1) Sections 13 and 14, GCA — masculine includes feminine; singular includes plural unless context repugnant.
2) Case: Lily Thomas v. Union of India, (2000) 6 SCC 224.
Explanation:
1) In absence of contextual repugnancy, inclusive rules apply.
FINAL: Correct option: (A) Yes, unless context repugnant.

Source: Study Material — adapted

Recap Card — 500 Hot Exam Areas (GCA)

- Section 9: 'from'/'to’ counting; compute exact terminal day.

- Section 27: Deemed service by post; 'not claimed' = refusal.
- Section 10: Closed day principle; filing on reopening day.

- Section 3(22): Good faith (honesty vs negligence).

- Section 26 + Article 20(2): One offence - one punishment.
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Ch-2 — Interpretation of Statutes

Chapter 2 — Interpretation of Statutes

Amendment Notes (2025-26): No core textual change. ICAI emphasis persists on literal, golden, mischief/purposive rules; internal/external
aids; ejusdem generis; noscitur; proviso & explanation; mandatory vs directory; tax/penal strictness; harmonious & special-over-general
canons.

Descriptive Q1. Literal Rule, Golden Rule and Mischief (Heydon) Rule — contrast and application

Requirement:
Explain the three primary rules of interpretation and when each is applied.
Concept (Sections/Cases):
1) Literal rule: Sussex Peerage Case (1844); words given their ordinary meaning.
2) Golden rule: Grey v. Pearson (1857); modify literal meaning to avoid absurdity/inconsistency.
3) Mischief rule: Heydon's Case (1584); consider law before, mischief, and remedy — adopt construction suppressing
mischief and advancing remedy.
4) Indian purposive approach: K.P. Varghese v. ITO (1981) 131 ITR 597 (SC).
Explanation:
1) Start with literal rule if text is clear.
2) Apply golden rule to avert absurdity or repugnancy.
3) Use mischief/purposive rule when ambiguity exists or to effectuate legislative purpose.
4) Tax and penal statutes: generally strict, but purposive reading used to effect the scheme where language permits
(e.g., K.P. Varghese).

FINAL: Literal is primary; golden avoids absurdity; mischief/purposive cures the defect the statute set out to
remedy.

Source: Study Material / PYQ — adapted

Descriptive Q2. Internal aids — preamble, title, headings, marginal notes, proviso, explanation,
illustrations
Requirement:
State how internal aids guide interpretation and their relative weight.
Concept (Sections/Cases):
1) Preamble: resolves ambiguity; cannot override clear text — Burrakur Coal Co. v. Union of India (1961).
2) Long/short title: indicate general scope.
3) Headings/marginal notes: limited aid — Frick India Ltd. v. Union of India (1990).

4) Proviso: usually carves out exception; cannot travel beyond main enactment — S. Sundaram Pillai v. V.R.
Pattabiraman (1985) 1 SCC 591.

5) Explanation: clarificatory; expands or clarifies without altering core — S. Sundaram Pillai supra.
6) lllustrations/Schedules: part of the Act; guide application if text unclear.
Explanation:
1) Use preamble to confine general words if ambiguity exists.
2) Treat proviso as exception; do not rewrite main section through it.
3) Explanations are often declaratory; can be retrospective if clarificatory.
FINAL: Internal aids resolve ambiguity and confirm scope; preamble/proviso/explanation have distinct roles.

Source: Study Material — adapted
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Ch-2 — Interpretation of Statutes

Descriptive Q3. External aids — Statement of Objects and Reasons (SOR), legislative history,
dictionaries, contemporanea expositio

Requirement:
When may courts use external aids and with what caution?
Concept (Sections/Cases):
1) SOR: indicates mischief and purpose; cannot control plain meaning — K.P. Varghese v. ITO (1981).
2) Legislative history and debates: limited admissibility; not to replace text.
3) Dictionaries/technical treatises: to ascertain ordinary/technical meaning.

4) Contemporanea expositio: administrative/long practice; persuasive esp. for old statutes — Desh Bandhu Gupta v.
Delhi Stock Exchange (1979).

Explanation:

1) External aids are supplementary; rely only when internal evidence is insufficient or words are ambiguous.

2) Do not allow SOR or debates to override clear language.

3) Usage/practice gains weight when consistent and long-standing.
FINAL: External aids may be consulted to resolve ambiguity and ascertain purpose but cannot override
clear text.

Source: Study Material — adapted
Descriptive Q4. Ejusdem generis and Noscitur a sociis

Requirement:
Define and distinguish the canons and conditions for applying them.
Concept (Sections/Cases):

1) Ejusdem generis: general words following specific words are confined to the same class — Amar Chandra
Chakraborty v. Collector of Excise (1972) 2 SCC 442.

2) Conditions: (i) specific genus exists; (ii) general words follow; (iii) no contrary intent.

3) Noscitur a sociis: a word is known by the company it keeps — Rohit Pulp & Paper Mills Ltd. v. Collector (1990) 3
SCC 447.

Explanation:

1) Identify whether the specific words form a class; if yes, confine the general words to that genus.
2) Use noscitur when a word is ambiguous; derive meaning from surrounding words.
3) Do not apply if context shows a different legislative intent (e.g., 'includes' expansion).
FINAL: Apply ejusdem generis when a genus is evident; use noscitur to read words cohesively.

Source: PYQ / Study Material — adapted
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Ch-2 — Interpretation of Statutes

Descriptive Q5. Expressio unius est exclusio alterius and casus omissus

Requirement:
Explain the maxims and limits of their use.
Concept (Sections/Cases):
1) Expressio unius: express mention of one excludes others — Hiralal Rattanlal v. State of U.P. (1973) 1 SCC 216.

2) Casus omissus: courts cannot supply an omission unless clear necessity and found in the scheme — Padma
Sundara Rao v. State of T.N. (2002) 3 SCC 533.

Explanation:
1) Use expressio unius with caution; context may rebut exclusivity.
2) Casus omissus rarely supplied; if the omission is intentional, courts will not re-legislate.
FINAL: Mention of one may imply exclusion of others; omissions are seldom filled judicially.

Source: Study Material — adapted
Descriptive Q6. Mandatory vs directory provisions — tests and consequences

Requirement:

How to determine whether a provision is mandatory or directory, and what are the consequences of non-compliance?
Concept (Sections/Cases):

1) Tests: object of the statute; language; presence of penalty; prejudice; whether the act is for public benefit.

2) Case: State of U.P. v. Manbodhan Lal Srivastava AIR 1957 SC 912 (consultation directory); Sharif-ud-Din v. Abdul
Gani Lone (1980) 1 SCC 403.

Explanation:

1) If provision is mandatory, strict compliance is required; breach invalidates the act.
2) If directory, substantial compliance may suffice; consider whether purpose is achieved without prejudice.

FINAL: Classification depends on context and consequences; penalties indicate mandatory intent.

Source: Study Material / PYQ — adapted
Descriptive Q7. Harmonious construction and Generalia specialibus non derogant

Requirement:
State the principles and their interplay when provisions conflict.
Concept (Sections/Cases):

1) Harmonious construction: read provisions to avoid conflict; give effect to both if possible — CIT v. Hindustan Bulk
Carriers (2003) 3 SCC 57.

2) Generalia specialibus: special provision prevails over general on irreconcilable conflict — J.K. Cotton Spg. & Wvg.
Mills v. State of U.P. AIR 1961 SC 1170.

Explanation:

1) Attempt harmony first; if conflict remains, treat special as exception to general in its field.
2) Avoid implied repeal; confine precedence of special to the overlapping area.
FINAL: Prefer harmony; if impossible, special overrides the general within its domain.

Source: PYQ — adapted
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Ch-2 — Interpretation of Statutes

Descriptive Q8. Retrospective vs prospective operation; beneficial, penal and tax statutes

Requirement:
Explain the presumptions and interpretative stance for these classes of statutes.

Concept (Sections/Cases):
1) Retrospective: substantive rights not affected unless clear intent; procedural provisions may be retrospective —
Govind Das v. ITO (1976) 103 ITR 123 (SC).
2) Beneficial/social welfare: liberal construction to advance remedy — B. Shah v. Presiding Officer (1977) 4 SCC 384.
3) Penal: strict construction; ambiguity in favour of accused — Tolaram Relumal v. State of Bombay AIR 1954 SC 496.

4) Tax: strict; exemptions strictly construed — A.V. Fernandez v. State of Kerala AIR 1957 SC 657; Commissioner of
Customs v. Dilip Kumar (2018) 9 SCC 1.

Explanation:

1) Ascertain whether provision affects substantive rights; if yes, presume prospective unless explicit/necessary
implication.
2) Beneficial statutes: prefer interpretation that furthers benefit.
3) Penal/tax: do not expand by intendment; clarity is required for levy/penalty; exemption ambiguity favours Revenue
(Dilip Kumar).

FINAL: Presume prospectivity for substantive changes; be liberal for welfare, strict for penal/tax provisions.

Source: Study Material / PYQ — adapted
Descriptive Q9. Interpretation vs construction; purposive reading

Requirement:
Distinguish interpretation (ascertaining meaning) from construction (choosing between possible meanings) and explain
purposive reading.
Concept (Sections/Cases):
1) Interpretation: discover plain meaning from text.
2) Construction: resolve ambiguity and choose the meaning that best fits context and purpose.
3) Purposive reading: adopt meaning that furthers legislative intent — K.P. Varghese v. ITO (1981).
Explanation:
1) If words are clear, give effect to them; do not rewrite statute.
2) Where two views possible, select the one consistent with the object of the law and the mischief it addresses.

FINAL: Interpretation finds meaning; construction selects the appropriate meaning consistent with purpose.

Source: Study Material — adapted
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Descriptive Q10. Definitions: 'means' vs 'includes' and the role of explanations

Requirement:

Explain impact of 'means' (exhaustive) vs 'includes' (extensive) and how explanations operate.
Concept (Sections/Cases):

1) 'Means' indicates exhaustive definition; 'includes' enlarges scope — Dilworth v. Stamps Commissioner (1899) AC
99.

2) Explanation: clarifies or expands; often declaratory — S. Sundaram Pillai v. V.R. Pattabiraman (1985).
Explanation:

1) When a definition 'means', confine to the stated elements.

2) When it 'includes’, read beyond enumerated items unless context repugnant.

3) Treat explanations as clarificatory aids, sometimes retrospective if the intent is declaratory.
FINAL: 'Means' confines; 'includes' expands; explanations clarify without altering core intent.
Source: Study Material — adapted
MCQ 1. Under the mischief rule (Heydon's Case), the court primarily looks at —
(A) the literal dictionary meaning only
(B) the law before the Act, the mischief, and the remedy
(C) administrative convenience
(D) the revenue interest of the State
Answer:

Requirement:

Identify the core elements of the mischief rule.
Concept (Sections/Cases):

1) Heydon's Case (1584): ascertain (i) common law before, (ii) mischief, (iii) remedy, and (iv) reason of the remedy.
2) Indian adoption via purposive approach: K.P. Varghese v. ITO (1981).
Explanation:

1) The rule aims to suppress the mischief and advance the remedy intended by the statute.

FINAL: Correct option: (B) the law before the Act, the mischief, and the remedy.

Source: Study Material — adapted
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MCQ 2. Which statement best describes the golden rule?
(A) Apply ordinary meaning even if it leads to absurdity.

(B) Modify the literal meaning to avoid absurd or inconsistent results.
(C) Replace statutory words with what court thinks is fair.

(D) Prefer administrative circulars over the statute.

Answer:

Requirement:

State the golden rule's function.
Concept (Sections/Cases):

1) Grey v. Pearson (1857): modify ordinary meaning to avoid absurdity/inconsistency while remaining faithful to the
text.

Explanation:
1) The golden rule is a safety valve to prevent absurd outcomes from rigid literalism.
FINAL: Correct option: (B) Modify the literal meaning to avoid absurd or inconsistent results.

Source: Study Material — adapted

MCQ 3. Under ‘ejusdem generis', general words following specific words are construed —
(A) to include everything under the sun
(B) to be confined to the same class as the specific words
(C) to override the specific words
(D) to be ignored as redundant
Answer:
Requirement:
Apply the ejusdem generis principle.
Concept (Sections/Cases):

1) Amar Chandra Chakraborty v. Collector of Excise (1972) 2 SCC 442.
Explanation:

1) Where a genus is discernible, general words are limited to that genus.

FINAL: Correct option: (B) to be confined to the same class as the specific words.

Source: PYQ — adapted
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MCQ 4. A 'proviso’ to a section generally —

(A) creates a new substantive right unrelated to the section
(B) carves out an exception or condition to the main provision
(C) replaces the main enactment

(D) has no legal effect

Answer:

Requirement:

Identify the normal role of a proviso.
Concept (Sections/Cases):

1) S. Sundaram Pillai v. V.R. Pattabiraman (1985) 1 SCC 591.
Explanation:

1) A proviso usually qualifies or excepts from the main enactment; it cannot extend beyond it.
FINAL: Correct option: (B) carves out an exception or condition to the main provision.

Source: Study Material — adapted

MCQ 5. Ambiguity in a tax exemption notification is construed —
(A) in favour of the assessee

(B) in favour of the Revenue

(C) by purposive liberal construction

(D) by ignoring the ambiguity

Answer:

Requirement:

State the 2018 Supreme Court view on exemption interpretation.
Concept (Sections/Cases):

1) Commissioner of Customs v. Dilip Kumar & Co. (2018) 9 SCC 1.
Explanation:

1) Exemption notifications are strictly construed; ambiguity favours the Revenue.
FINAL: Correct option: (B) in favour of the Revenue.

Source: PYQ — adapted

Case Question 1
FACTS:

A beneficial social welfare statute's text permits two views — one narrow and one advancing benefit.
Requirement:

Decide the interpretative approach.
Concept (Sections/Cases):

1) B. Shah v. Presiding Officer (1977) 4 SCC 384 — liberal construction for beneficial statutes.

2) Govind Das v. ITO (1976) 103 ITR 123 (SC) — presumption against retrospectivity for substantive burdens.
Explanation:

1) Choose the construction that furthers the legislative benefit/purpose.

2) Avoid rewriting the statute; select among possible meanings the one that advances remedy.

FINAL: Adopt a liberal construction that advances the benefit intended by the statute.

Source: Study Material — adapted
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Case Question 2
FACTS:

A penal provision is ambiguous as to coverage of an act allegedly committed by A.
Requirement:

How should the court construe the provision?
Concept (Sections/Cases):

1) Tolaram Relumal v. State of Bombay AIR 1954 SC 496 — ambiguity in penal statute resolved in favour of accused.
2) Principle of legality: no penalty without clear words.
Explanation:
1) Give strict construction; do not expand by intendment.
2) If two reasonable views exist, prefer the one favouring the accused.
FINAL: Apply strict construction; resolve ambiguity in favour of the accused.

Source: PYQ — adapted

Case Question 3
FACTS:
A section contains a list of specific items followed by general words 'and other articles'.
Requirement:
Determine whether the general words include item X of a similar nature.
Concept (Sections/Cases):

1) Ejusdem generis: Amar Chandra Chakraborty (1972) 2 SCC 442.
2) Noscitur a sociis: Rohit Pulp & Paper Mills (1990) 3 SCC 447.
Explanation:

1) Ascertain the genus from the specific words.
2) If item X belongs to that genus, include it; otherwise, exclude.
3) Check whether context rebuts ejusdem generis (e.g., 'includes' to enlarge).

FINAL: Include X only if it fits the identified genus; otherwise exclude.
Source: Study Material — adapted

Case Question 4
FACTS:

A section has a mandatory filing timeline with a penalty for default; minor procedural lapse occurs without prejudice.
Requirement:

Assess whether the requirement is mandatory or directory.
Concept (Sections/Cases):

1) State of U.P. v. Manbodhan Lal Srivastava AIR 1957 SC 912; Sharif-ud-Din v. Abdul Gani Lone (1980) 1 SCC 403.
Explanation:

1) Presence of penalty suggests mandatory; however, consider object and prejudice.

2) If substantial compliance achieved without prejudice, may treat as directory for minor lapses.
FINAL: Classify based on context and consequences; if purpose achieved and no prejudice, treat as
directory.

Source: PYQ — adapted
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Case Question 5
FACTS:

Text is clear but leads to hardship in a tax case.
Requirement:

Should purposive construction override clear words?
Concept (Sections/Cases):

1) A.V. Fernandez v. State of Kerala AIR 1957 SC 657 — tax statutes strictly construed.
2) K.P. Varghese v. ITO (1981) — purposive reading used when text permits ambiguity.
Explanation:

1) If language is clear and unambiguous, give effect to it even if harsh in tax law.
2) Use purposive reading only to resolve ambiguity, not to rewrite clear provisions.
FINAL: Apply the clear text; hardship alone is not a ground to depart in tax law.

Source: PYQ — adapted

Case MCQ 1
FACTS:

The statute lists ‘cars, trucks, buses, and other vehicles'. Item X is a forklift used inside factories.
Which interpretation is correct under ejusdem generis?

(A) Include forklifts as vehicles of the same class.
(B) Exclude forklifts as the genus is road-transport vehicles.
(C) Include all mechanical devices.
(D) Genus cannot be determined.
Answer:
Requirement:
Determine the genus from the specific words and apply ejusdem generis.
Concept (Sections/Cases):
1) Amar Chandra Chakraborty v. Collector of Excise (1972) 2 SCC 442.
Explanation:
1) The specific items suggest road-transport vehicles; forklifts are industrial equipment.
2) Hence, general words confined to road-transport; forklifts excluded.
FINAL: Correct option: (B) Exclude forklifts as the genus is road-transport vehicles.

Source: Study Material — adapted
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Case MCQ 2
FACTS:

An exemption notification is ambiguous regarding eligibility of product Y.
How should the ambiguity be resolved?

(A) In favour of the assessee.

(B) In favour of the Revenue.

(C) By ignoring the notification.

(D) By applying beneficial construction.
Answer:

Requirement:

Apply rule for tax exemptions.
Concept (Sections/Cases):

1) Commissioner of Customs v. Dilip Kumar & Co. (2018) 9 SCC 1.
Explanation:

1) Exemptions are strictly construed; ambiguity favours the Revenue.
FINAL: Correct option: (B) In favour of the Revenue.

Source: PYQ — adapted

Case MCQ 3
FACTS:

A welfare statute's phrase ‘family' is ambiguous whether it includes widowed daughter.
Which approach should the court take?

(A) Strict literal reading to exclude her.

(B) Liberal construction to advance benefit if consistent with purpose.
(C) Ignore statute purpose.

(D) Treat as penal statute.

Answer:

Requirement:

Choose interpretative stance for beneficial statutes.
Concept (Sections/Cases):

1) B. Shah v. Presiding Officer (1977) 4 SCC 384.
Explanation:

1) Prefer construction that furthers welfare objective if text allows.
FINAL: Correct option: (B) Liberal construction to advance benefit.

Source: Study Material — adapted
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Case MCQ 4
FACTS:

A penal clause uses a technical term from the industry.
How should the term be construed?

(A) In ordinary popular sense only.

(B) In technical sense used in that trade, unless context indicates otherwise.
(C) By dictionary meaning only.

(D) By administrative circulars.

Answer:

Requirement:

Apply rule for technical terms.
Concept (Sections/Cases):

1) Ashwini Kumar Ghose v. Arabinda Bose (1952) SCR 284, Literal rule with technical words.
Explanation:

1) Technical expressions get their technical meaning in specialised contexts.
FINAL: Correct option: (B) Technical sense used in that trade, unless context indicates otherwise.

Source: PYQ — adapted

Case MCQ 5
FACTS:
Two sections apparently conflict; one is general and the other special.
Which principle applies?
(A) General overrides special.
(B) Special prevails over general on true conflict.
(C) Later in time prevails always.
(D) Neither applies.
Answer:
Requirement:
Resolve conflict between general and special provisions.
Concept (Sections/Cases):
1) J.K. Cotton Spg. & Wvg. Mills v. State of U.P. AIR 1961 SC 1170.
Explanation:
1) Attempt harmony; if irreconcilable, special as exception to general.
FINAL: Correct option: (B) Special prevails over general.

Source: PYQ — adapted

Recap Card — 50 Hot Exam Areas (Interpretation)

- Literal vs Golden vs Mischief/Purposive; when each applies.

- Ejusdem generis, Noscitur a sociis, Expressio unius; casus omissus caution.

- Proviso vs Explanation; internal vs external aids (K.P. Varghese, S. Sundaram Pillai).

- Mandatory vs Directory tests; Harmonious construction; Special over General.

- Beneficial vs Penal vs Tax statutes; Dilip Kumar on exemptions; Govind Das on retrospectivity.
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Chapter 3 — Foreign Exchange Management Act, 1999 (FEMA)

Amendment Notes (2025-26): Core scheme unchanged at Inter level. ODI/IFSC and current/capital account regulations consolidated
under updated RBI directions; for exam, focus on resident status tests, current vs capital transactions, LRS purpose restrictions, export
realization, penalties & compounding, NRE/NRO features. Where monetary caps exist, write 'as per limits prescribed by RBI' unless
question supplies numbers.

Descriptive Q1. Residential status — definition and intention test under FEMA

Requirement:
State the FEMA test for 'person resident in India’ and contrast with Income-tax Act test in brief.

Concept (Sections/Cases/Regulations):
1) Section 2(v) & 2(w), FEMA — 'person resident in India’ is primarily intention and purpose based (preceding 182
days + purpose of stay).

2) Persons leaving India for employment/business/outside India with intention to stay — become non-resident from
that date; those coming to India otherwise than for employment/business may remain non-resident despite days.

3) Contrast: Income-tax Act uses day-count primarily (>=182 days).
Explanation:
1) FEMA focuses on 'purpose’ and 'animus’ with a supporting day-count.

2) Someone in India for tourism/short visits may not be 'resident' under FEMA despite days, if purpose does not
change.
3) Conversely, a person leaving India for employment attains non-resident status from that date.

FINAL: Under FEMA, residential status turns on purpose/intent plus presence; do not equate with
Income-tax residency.

Source: Study Material — adapted
Descriptive Q2. Residential status change — student takes up employment abroad

Requirement:
Determine the FEMA status when a student abroad accepts a job and enters into a work contract.
Concept (Sections/Cases/Regulations):

1) Section 2(w), FEMA read with RBI Master Direction — leaving India for employment renders the person ‘person
resident outside India' from that date.
Explanation:
1) Education purpose alone does not change FEMA residency.
2) On accepting employment and changing purpose, status transitions to non-resident (PROI) prospectively.
3) AD Category-I bank should reclassify accounts and transactions accordingly.
FINAL: Becomes 'person resident outside India' from the date employment abroad is accepted (contract
date).

Source: MTP Jan 2025 — adapted
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Descriptive Q3. Current account vs capital account transactions — meaning and rule

Requirement:
Define current and capital account transactions with examples and state the governing rule.
Concept (Sections/Cases/Regulations):
1) Section 2(j) & 2(e), FEMA, Current Account Rules — current account = all transactions other than capital, e.g.,

payments for trade, services, interest, remittances for living expenses; capital account = those that alter
assets/liabilities (e.g., investments, immovable property, loans).

2) Rule: Current account transactions are generally permitted unless prohibited; capital account transactions are
regulated and require general or specific permission.

Explanation:

1) Examples: import of goods = current; outward FDI = capital.

2) ADs ensure purpose classification and compliance with prohibitions/permissions.
FINAL: Current account: generally free unless prohibited; capital account: permitted to the extent allowed
by RBI/Regulations.

Source: Study Material — adapted
Descriptive Q4. Prohibited current account transactions

Requirement:
List key prohibited current account transactions under FEMA.
Concept (Sections/Cases/Regulations):

1) Current Account Rules — outward remittances related to lottery winnings, racing/gambling/betting; purchase of
banned magazines; remittance of income from lottery winnings etc.
Explanation:
1) ADs must decline such remittances notwithstanding availability of LRS or other general permission.
2) Purpose declarations are scrutinised; misdeclaration may attract penalty.
FINAL: Outward remittances connected to lottery, gambling, betting etc. are prohibited under current
account rules.

Source: MTP May 2024 — adapted
Descriptive Q5. Liberalised Remittance Scheme (LRS) — scope and restrictions

Requirement:
State the scope of LRS for resident individuals and mention key restrictions without quoting amounts.

Concept (Sections/Cases/Regulations):
1) RBI LRS — resident individuals may remit up to the limit prescribed per financial year for permissible current/capital
transactions such as education, travel, gifts, investments.

2) Restrictions: Not permitted for margin trading, lottery/gambling, prohibited items; PAN & KYC requirement; source of
funds from permissible accounts; TCS provisions in Income-tax law are separate.

Explanation:

1) Banks aggregate remittances across ADs via PAN; ensure purpose codes.
2) Students should answer with ‘as per limits prescribed by RBI' unless the exam provides numbers.

FINAL: LRS permits resident individuals to remit within RBI-prescribed limits for permitted purposes;
prohibited uses include lottery/gambling and margin trading.

Source: Study Material — adapted
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Descriptive Q6. Export of goods/services — realization and repatriation

Requirement:
Explain the obligation to realize export proceeds and the possibility of extension.
Concept (Sections/Cases/Regulations):
1) FEMA Sec 7 & Export Regulations — exporters must realize and repatriate proceeds within the prescribed period;
AD Cat-I banks may grant extensions as per RBI directions.
Explanation:
1) Delay without approval constitutes contravention; evidence of shipment and bona fides considered for extension.
2) Write ‘within the period prescribed by RBI' if the exam does not supply the number of months.
FINAL: Export proceeds must be realized and repatriated within RBI-prescribed period; AD banks can
extend subject to conditions.
Source: RTP — adapted
Descriptive Q7. Contravention and penalties under FEMA

Requirement:
State the penalties for contravention and the possibility of compounding.

Concept (Sections/Cases/Regulations):
1) FEMA Sec 13 — penalty up to thrice the sum involved where quantifiable; otherwise up to a prescribed fixed
amount, with additional amount per day for continuing contravention.

2) Compounding: Sec 15 — contraventions may be compounded by RBI or specified authority within prescribed time
and conditions; adjudication under Sec 16.

Explanation:

1) Compounding avoids litigation and closes the matter upon payment.

2) Serious cases may be referred for adjudication; confiscation of currency/foreign security possible under Sec 13.
FINAL: Penalty framework: up to thrice the amount (if quantifiable) with continuing penalty; compounding
available under Sec 15.

Source: Study Material — adapted
Descriptive Q8. NRE vs NRO accounts — repatriation features

Requirement:
Distinguish NRE and NRO accounts with respect to repatriation and credit eligibility.

Concept (Sections/Cases/Regulations):
1) NRE (Non-Resident External): for NRIs; credits = foreign income/remittances; principal and interest freely
repatriable; tax treatment under domestic law separate.

2) NRO (Non-Resident Ordinary): for income earned in India (rent, dividends, pensions); repatriation subject to
conditions/limits and compliance (e.qg., tax).

Explanation:

1) Students should write exam-safe lines: ‘repatriable as per RBI directions and subject to tax compliance'.
2) Joint holding/operational features per RBI Master Directions.

FINAL: NRE balances are freely repatriable; NRO repatriation is subject to limits/conditions and tax
compliance.

Source: Study Material — adapted
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Descriptive Q9. Overseas investment by resident individual — general idea

Requirement:

Explain in brief how resident individuals can invest abroad and who administers permissions.
Concept (Sections/Cases/Regulations):

1) ODI Regulations — overseas investment permitted within the regulatory framework; automatic route subject to
conditions; approval route otherwise; administered by RBI via Authorised Dealers.

Explanation:

1) Residents may acquire foreign securities within LRS or ODI framework as permitted; reporting to AD bank is
mandatory.

2) Students should avoid quoting numbers unless supplied.

FINAL: Resident individuals may invest abroad within ODI/LRS framework via AD banks, subject to
conditions and reporting.

Source: RTP — adapted
Descriptive Q10. Borrowing and lending between resident and NRI relative

Requirement:

Explain permissibility for resident to borrow/lend in INR to NRI relatives.
Concept (Sections/Cases/Regulations):

1) RBI directions allow certain INR borrowing/lending between resident individuals and their NRI/OCI relatives subject
to caps, tenor, and end-use restrictions; transactions are non-repatriable for the NRI lender unless permitted.

Explanation:

1) Ensure purpose is permitted; execute proper documentation; route through banking channels; comply with limits as
prescribed by RBI.

FINAL: Borrowing/lending in INR with NRI relatives is permitted subject to RBI conditions and
documentation through AD banks.

Source: Study Material — adapted

MCQ 1. Under FEMA, 'current account transactions' are generally —
(A) prohibited unless specifically allowed

(B) permitted unless prohibited

(C) always prohibited

(D) subject to court approval

Answer:

Requirement:

Classify current account transactions under FEMA.
Concept (Sections/Cases/Regulations):

1) Section 2(j), FEMA and Current Account Rules.
Explanation:

1) Current account transactions are generally free, subject to specified prohibitions/restrictions.

FINAL: Correct option: (B) permitted unless prohibited.

Source: Study Material — adapted
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MCQ 2. Which of the following is a 'capital account transaction' under FEMA?
(A) Payment of import invoice for raw materials

(B) Remittance of consultancy fee for services

(C) Investment by a resident in shares of a foreign company

(D) Payment of interest on trade credit

Answer:

Requirement:

Identify capital vs current transaction.
Concept (Sections/Cases/Regulations):

1) Section 2(e) & 2(j), FEMA.
Explanation:
1) Investments altering assets/liabilities abroad are capital account transactions.
FINAL: Correct option: (C) Investment by a resident in shares of a foreign company.

Source: Study Material — adapted

MCQ 3. Remittance of lottery winnings by a resident outside India is —
(A) permitted under LRS

(B) permitted with AD approval

(C) prohibited under Current Account Rules

(D) permitted only through NRO account

Answer:

Requirement:

Apply prohibition list for current account.
Concept (Sections/Cases/Regulations):

1) Current Account Rules — prohibition on lottery/gambling/betting related remittances.
Explanation:

1) Such remittances are not allowed even under LRS.
FINAL: Correct option: (C) prohibited under Current Account Rules.

Source: MTP May 2024 — adapted
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MCQ 4. Under FEMA, export proceeds must be realized and repatriated —
(A) within a period prescribed by RBI/Regulations

(B) at exporter discretion

(C) only after buyer approval

(D) only if amount exceeds a threshold

Answer:

Requirement:

State the realization obligation.
Concept (Sections/Cases/Regulations):

1) Section 7, FEMA and Export Regulations.
Explanation:

1) Write ‘within period prescribed by RBI' in exam unless a specific number is given.
FINAL: Correct option: (A) within a period prescribed by RBI/Regulations.

Source: Study Material — adapted

MCQ 5. Under LRS, resident individuals —

(A) may remit for gambling and betting

(B) may remit within RBI-prescribed limits for permitted purposes
(C) cannot invest abroad at all

(D) need not provide PAN/KYC

Answer:

Requirement:

Recall key LRS features.
Concept (Sections/Cases/Regulations):

1) RBI LRS framework.
Explanation:

1) Permissible purposes only; PAN/KYC and AD monitoring apply.
FINAL: Correct option: (B) may remit within RBI-prescribed limits for permitted purposes.

Source: Study Material — adapted
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Case Question 1
FACTS:

Ms. R left India for a one-year Master's programme. Midway, she signs a full-time employment contract abroad.
Requirement:

Determine her FEMA residential status from the contract date and the treatment of her bank accounts.
Concept (Sections/Cases/Regulations):

1) Section 2(w), FEMA; RBI Master Direction on residency reclassification.
Explanation:

1) Education alone does not change FEMA status.
2) Upon accepting employment (change of purpose), she becomes ‘person resident outside India' from that date.
3) AD bank should re-designate resident accounts as NRO/NRE as per eligibility.

FINAL: Ms. R becomes non-resident from the date she accepts employment; accounts to be reclassified
accordingly.

Source: MTP — adapted

Case Question 2
FACTS:

A resident wishes to remit funds to participate in online betting hosted overseas under LRS.
Requirement:

Advise whether the remittance is permissible.
Concept (Sections/Cases/Regulations):

1) Current Account Rules; RBI LRS restrictions.
Explanation:

1) Remittances connected with gambling/betting are prohibited.
2) LRS cannot be used to circumvent prohibitions.

FINAL: Remittance is not permissible; AD must decline.
Source: Study Material — adapted

Case Question 3
FACTS:

An exporter could not realize proceeds within the prescribed time due to buyer insolvency; documents show bona
fides.

Requirement:
Discuss the course of action under FEMA.
Concept (Sections/Cases/Regulations):
1) Section 7, FEMA; Export Regulations; AD Cat-l bank powers of extension.
Explanation:
1) AD bank may grant extension upon satisfaction of bona fides; report to RBI as required.
2) If realization ultimately fails despite efforts, write-off may be considered under permitted circumstances.
FINAL: Seek extension through AD bank with evidence; consider write-off as per RBI provisions if recovery
is impossible.

Source: RTP — adapted
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Case Question 4
FACTS:

A resident proposes to invest a small amount in shares of a listed foreign company through his bank under LRS.
Requirement:

State compliances at a high level.
Concept (Sections/Cases/Regulations):

1) ODI/LRS framework; AD responsibilities.
Explanation:

1) Ensure purpose classification under LRS; PAN/KYC, Form A2 and purpose code; ensure within annual limit; track
aggregate remittances across ADs; follow reporting as prescribed.

FINAL: Permissible via LRS through AD bank with due documentation and within RBI-prescribed limits.
Source: Study Material — adapted

Case Question 5
FACTS:

An NRI holds both NRE and NRO accounts in India and seeks to repatriate rental income accumulated in the NRO.
Requirement:

Explain the repatriation approach at a high level.
Concept (Sections/Cases/Regulations):

1) NRE/NRO account directions; RBI repatriation norms.
Explanation:

1) NRE principal and interest are freely repatriable.

2) NRO funds can be repatriated subject to conditions/limits and tax compliance (e.g., Form 15CA/CB).

FINAL: NRO repatriation is allowed subject to limits/conditions and tax compliance; NRE balances are
freely repatriable.

Source: Study Material — adapted
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Case MCQ 1
FACTS:

A resident purchases foreign equity shares under LRS through his AD bank for long-term investment.
The transaction is classified as —

(A) a current account transaction

(B) a capital account transaction

(C) a prohibited transaction under LRS
(D) a trade credit

Answer:

Requirement:

Classify the transaction under FEMA.
Concept (Sections/Cases/Regulations):

1) Section 2(e) FEMA; ODI/LRS framework.
Explanation:

1) Acquisition of foreign securities alters assets abroad; it is a capital account transaction permitted via LRS subject to
conditions.

FINAL: Correct option: (B) a capital account transaction.
Source: Study Material — adapted

Case MCQ 2
FACTS:

A resident approaches the bank to remit his lottery winnings to a foreign account.
The bank should —

(A) allow under LRS within the annual limit
(B) allow with RBI approval
(C) decline as prohibited under Current Account Rules
(D) accept subject to TCS only
Answer:
Requirement:
Apply prohibition list.
Concept (Sections/Cases/Regulations):

1) Current Account Rules.
Explanation:

1) Lottery/gambling-related remittances are not permitted.
FINAL: Correct option: (C) decline as prohibited under Current Account Rules.

Source: MTP — adapted
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Case MCQ 3
FACTS:
Export proceeds were realized 4 months after shipment; the prescribed period is longer than 4 months.
This is —
(A) a contravention requiring compounding immediately
(B) within permitted realization period
(C) permitted only with RBI approval
(D) never permitted
Answer:
Requirement:

Assess realization timeline.
Concept (Sections/Cases/Regulations):

1) Section 7 FEMA; Export Regulations.
Explanation:

1) If within RBI-prescribed period, no contravention arises.
FINAL: Correct option: (B) within permitted realization period.

Source: Study Material — adapted

Case MCQ 4
FACTS:

A resident lends INR to his NRI brother for meeting family expenses in India under permitted route with
documentation.

The transaction is —

(A) prohibited under FEMA

(B) permitted subject to RBI conditions
(C) permitted only in foreign currency
(D) permitted without any conditions
Answer:

Requirement:

Classify permissibility.
Concept (Sections/Cases/Regulations):

1) RBI directions on borrowing/lending between resident and NRI relatives.
Explanation:

1) Permitted in INR subject to caps, tenor, end-use and reporting/documentation.
FINAL: Correct option: (B) permitted subject to RBI conditions.

Source: Study Material — adapted
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Case MCQ 5
FACTS:

A student abroad receives maintenance remittance from parents in India under LRS; later she signs a job contract
abroad.

From the job-contract date, her status under FEMA becomes —
(A) person resident in India
(B) person resident outside India
(C) remains student (resident in India) irrespective of job
(D) undetermined until she returns to India
Answer:
Requirement:
Apply residency change rule.
Concept (Sections/Cases/Regulations):
1) Section 2(w), FEMA; purpose-based change on taking up employment.
Explanation:
1) Employment abroad changes purpose; status turns non-resident from that date.
FINAL: Correct option: (B) person resident outside India.

Source: MTP — adapted

Recap Card — 500 Hot Exam Areas (FEMA)

- Residency under FEMA: purpose/animus vs Income-tax day-count.

- Current vs Capital account: 'generally free unless prohibited' vs 'permitted as allowed'.

- LRS: exam-safe language (limits as prescribed); prohibited uses (lottery/gambling, margin trading).
- Export proceeds: realization within RBI period; AD extensions; write-off conditions.

- Contraventions: Sec 13 penalties; compounding under Sec 15; NRE/NRO repatriation basics.
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Chapter 4 — Limited Liability Partnership Act, 2008 (LLP)

Amendment Notes (2025-26): Decriminalisation & adjudication streamlined; Small LLP introduced (reduced fees/penalties). Residency of
at least one Designated Partner aligned with current Rules (day-count). Monetary thresholds to be written as 'as prescribed' unless figures
are provided in the question.

Descriptive Q1. Nature and features of LLP

Requirement:
State legal nature and key features; contrast with partnership/company.
Concept (Sections/Rules):
1) s.3 — LLP is a body corporate; separate legal entity; perpetual succession.
2) s.4 — application of other laws; optional common seal; partners may sue/be sued.
Explanation:
1) LLP combines corporate personality with contractual governance (LLP Agreement).
2) Liability of LLP is separate from partners, subject to fraud provisions.
3) Perpetual succession—change in partners does not affect existence.

FINAL: LLP is a separate legal entity with perpetual succession and limited liability.
Source: Study Material — adapted
Descriptive Q2. LLP vs partnership vs company

Requirement:
Compare liability, legal status, governance and compliance load.
Concept (Sections/Rules):
1) Comparison: Partnership Act, 1932 vs LLP Act, 2008 vs Companies Act, 2013.
Explanation:
1) LLP has separate legal entity and limited liability; firm lacks corporate personality.
2) LLP Agreement governs internally; company relies on MoA/AoA and prescriptive statute.
3) Compliance burden: LLP < company; > unregistered partnership.
FINAL: LLP strikes a balance—limited liability with contractual flexibility.

Source: Study Material — adapted
Descriptive Q3. Partners & Designated Partners (DPs)

Requirement:

State minimum numbers and responsibilities; residency requirement.
Concept (Sections/Rules):
1) s.6 — minimum 2 partners; body corporate via nominee can be partner.
2) s.7 — at least 2 DPs; at least 1 resident in India (per Rules).
3) s.8 — identification/registration; DPs responsible for compliance.
Explanation:
1) DPs ensure statutory filings and compliance.
2) Maintain at least one resident DP to satisfy residency rule.
FINAL: Maintain =2 DPs, including at least one resident in India; DPs are responsible for compliance.

Source: Study Material — adapted
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Descriptive Q4. Incorporation & LLP Agreement

Requirement:

Outline incorporation steps and filing of LLP Agreement.
Concept (Sections/Rules):

1) s.11 — incorporation document & subscribers' statement.
2) s.23 — LLP Agreement governs rights/duties; filing within prescribed time.
3) ss.15-16 — name and change of name.

Explanation:

1) Process: name reservation — incorporation document — registration - file LLP Agreement.
2) Agreement covers contribution, profit share, management, admission/retirement, dispute resolution.

FINAL: LLP exists on registration; LLP Agreement must be filed within the prescribed period, else default
terms apply.

Source: Study Material — adapted
Descriptive Q5. Contribution & accounts; audit requirement

Requirement:

State forms of contribution and when audit is required.
Concept (Sections/Rules):

1) s.32 — contribution may be money, property (tangible/intangible) or other benefit.
2) s.34 — Statement of Account & Solvency; audit thresholds as per Rules.
Explanation:

1) Audit is mandatory beyond thresholds—use 'as prescribed' unless numbers are given.
2) Record contributions with valuation basis for transparency.

FINAL: Contribution can be cash/in kind/benefits; audit when thresholds exceed prescribed limits.
Source: Study Material — adapted
Descriptive Q6. Agency of partner

Requirement:

Explain agency relationship under LLP Act.
Concept (Sections/Rules):

1) s.26 — partner is agent of LLP for business; not agent of other partners.
Explanation:

1) Acts in usual course with authority bind the LLP; co-partners’ personal assets are protected.
FINAL: Agency binds the LLP, not co-partners personally.

Source: Study Material — adapted
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Descriptive Q7. Extent of liability; fraud exception

Requirement:

State liability of LLP/partner and effect of fraud.
Concept (Sections/Rules):

1) s.27 — LLP liable for wrongful acts by partner acting with authority/in course of business.
2) s.30 — in case of fraud, liability becomes unlimited for those acting with intent to defraud; criminal liability may arise.
Explanation:

1) Limited liability is the norm; fraud pierces the shield.
2) Victim may recover from LLP; fraudulent partner faces personal/unlimited liability.
FINAL: Fraud renders wrongdoer(s) personally/unlimitedly liable in addition to LLP exposure as provided.

Source: Study Material — adapted
Descriptive Q8. Holding out / Partner by estoppel

Requirement:

Explain liability under holding out.
Concept (Sections/Rules):

1) s.29 — person representing himself (or consenting to be represented) as partner is liable to those who give credit
relying on it.

Explanation:
1) Liability attaches to representor; LLP may be bound where it consented/held out.

FINAL: Holding out creates liability to those who relied on the representation.

Source: Study Material — adapted
Descriptive Q9. Small LLP — relaxations

Requirement:

Explain Small LLP and relaxations briefly.
Concept (Sections/Rules):

1) Classification by thresholds 'as prescribed’; reduced fees/penalties; streamlined adjudication.

Explanation:
1) Use exam-safe wording — figures as per current Rules.
FINAL: Small LLPs enjoy reduced additional fees and lesser penalties (subject to thresholds).
Source: RTP — adapted
Descriptive Q10. Compromise/Arrangement & Winding-up
Requirement:

State mechanism and grounds (overview).
Concept (Sections/Rules):
1) ss.60-62 — compromise/arrangement/reconstruction (approval/filings).
2) ss.63—65 — winding-up by Tribunal; voluntary winding-up per Rules/notifications.

Explanation:

1) Grounds include sovereignty/integrity concerns, not carrying on business, partners below two for period, inability to
pay debts, defaults (as prescribed).

FINAL: Compromise/arrangement via Tribunal process; windingm up may be voluntary or by Tribunal on
prescribed grounds.

Source: Study Material — adapted
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MCQ 1. An LLPis —

(A) not a separate legal entity

(B) a body corporate with separate legal entity distinct from partners
(C) a mere partnership firm under the Partnership Act, 1932

(D) a company under the Companies Act, 2013

Answer:

Requirement:

Identify the legal nature of LLP.
Concept (Sections/Rules):

1) s.3 — body corporate; separate legal entity; perpetual succession.
Explanation:

1) LLP is distinct from firm/company; combines corporate personality with contractual governance.
FINAL: Correct option: (B) a body corporate with separate legal entity distinct from partners.

Source: Study Material — adapted

MCQ 2. Minimum designated partners required in an LLP are —
(A) one

(B) two (with at least one resident in India as per Rules)

(C) three (including one independent)

(D) none

Answer:

Requirement:

State the minimum DP requirement.
Concept (Sections/Rules):

1) s.7 — at least two DPs; residency requirement as per Rules.
Explanation:

1) At least one DP must be resident in India as per current day-count.
FINAL: Correct option: (B) two (with at least one resident in India as per Rules).

Source: Study Material — adapted
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MCQ 3. A partner in an LLP is an agent of —
(A) the other partners personally
(B) the LLP only, for the purposes of the business
(C) the holding company
(D) the Registrar of Companies
Answer:
Requirement:
Apply agency rule.
Concept (Sections/Rules):

1) s.26 — partner is agent of LLP; not agent of other partners.
Explanation:

1) Preserves limited liability of co-partners.
FINAL: Correct option: (B) the LLP only, for the purposes of the business.

Source: Study Material — adapted

MCQ 4. In case of fraud by a partner, the liability becomes —

(A) limited in all cases

(B) unlimited for persons involved in fraud (as provided), with possible criminal action
(C) extinguished for the LLP

(D) transferred to creditors

Answer:

Requirement:

Apply fraud exception.
Concept (Sections/Rules):

1) s.30 — fraud renders liability unlimited for those acting with intent to defraud.
Explanation:

1) Fraud pierces the limited liability shield; criminal consequences may follow.
FINAL: Correct option: (B) unlimited for those involved in fraud (with possible criminal action).

Source: Study Material — adapted
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MCQ 5. Audit of LLP accounts is required —

(A) for all LLPs irrespective of size

(B) only if turnover/contribution exceed thresholds prescribed in Rules
(C) never mandatory

(D) only for Small LLPs

Answer:

Requirement:

Recall audit trigger.
Concept (Sections/Rules):

1) s.34 — Statement of Account & Solvency; audit thresholds in Rules.
Explanation:

1) Audit is thresholds-linked; use 'as prescribed' wording unless numbers are given.
FINAL: Correct option: (B) only if turnover/contribution exceed thresholds prescribed in Rules.

Source: Study Material — adapted

Case Question 1
FACTS:

X and Y incorporate an LLP with X (resident in India) and Y (non-resident). Later X resigns and Z (non-resident) is
admitted; both DPs become non-resident.

Requirement:

Comment on compliance regarding residency requirement of designated partners.
Concept (Sections/Rules):

1) s.7 — at least one DP must be resident in India as per prescribed day-count.
Explanation:

1) LLP must maintain at least one resident DP at all times.
2) Rectify immediately by appointing/re-designating a resident DP; default invites penalty/adjudication.
FINAL: Maintain at least one resident DP; rectify non-compliance without delay.

Source: Study Material — adapted

Case Question 2
FACTS:

Partner A, without actual authority, enters into a contract with T in usual course of LLP business; T had no knowledge
of lack of authority.

Requirement:

Explain whether LLP is bound and liability position.
Concept (Sections/Rules):

1) s.26 — partner is agent of LLP; s.27 — extent of liability.
Explanation:

1) Acts in usual course with apparent authority bind LLP against third parties without notice.
2) A is internally liable to LLP for exceeding authority.
FINAL: LLP is bound vism amvis T; A is internally liable to LLP.

Source: Study Material — adapted
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Case Question 3
FACTS:

B publicly represents C as a partner; C knowingly allows this. D extends credit relying on this.
Requirement:

Determine liability under holding out.
Concept (Sections/Rules):

1) s.29 — holding out / partner by estoppel.
Explanation:

1) Cis liable to D as if partner; LLP may be liable if it consented/held out.
FINAL: C liable by estoppel; LLP may also be bound if it consented/held out.

Source: Study Material — adapted

Case Question 4
FACTS:

LLP MNO crosses audit thresholds but has not appointed an auditor.
Requirement:

State requirement and consequence of nonm compliance.
Concept (Sections/Rules):

1) s.34 — audit mandatory beyond thresholds; Statement of Account & Solvency.
Explanation:

1) Appointment of auditor required; failure invites adjudication/penalty.
FINAL: Audit must be conducted on crossing thresholds; nonm compliance attracts penalty.

Source: RTP — adapted

Case Question 5
FACTS:

An LLP with no creditors seeks voluntary windingm up; partners agree to dissolve.
Requirement:

Outline broad steps.
Concept (Sections/Rules):

1) ss.63-65 and applicable Rules on voluntary windingm up/strikem off.
Explanation:

1) Partners' resolution per Agreement; requisite filings/affidavits; settle liabilities; distribute surplus; file final
accounts/application; obtain order/acknowledgement.

FINAL: Follow the prescribed voluntary windingm up/strikem off procedure with filings and settlements.

Source: Study Material — adapted

Ultimate Weapon packs + mocks + doubt room — WhatsApp 9354719404 Page 41



CA Dreamers — Premium Super 30

Ch-4 — LLP Act, 2008

Case MCQ 1
FACTS:

A partner commits a wrongful act in the course of LLP's business causing loss to a third party.
Who is primarily liable to the third party?

(A) The individual partner only
(B) The LLP only
(C) Both LLP and all partners jointly and severally
(D) Registrar of Companies
Answer:
Requirement:
Apply liability rule.
Concept (Sections/Rules):

1) s.27 — LLP liable for wrongful acts of a partner acting with authority/in the course of business.
Explanation:

1) LLP is primarily liable; wrongdoer partner may be liable to LLP; in fraud, unlimited liability may arise.
FINAL: Correct option: (B) The LLP only (subject to fraud exception).

Source: Study Material — adapted

Case MCQ 2
FACTS:

P falsely represents Q as partner; Q is unaware and promptly disclaims. R advances money relying on P’s statement.
Liability under holding out is —

(A) Q is liable by estoppel
(B) P is liable; Q is not (no consent)
(C) LLP is automatically liable
(D) No one is liable
Answer:
Requirement:
Apply holding out.
Concept (Sections/Rules):

1) s.29 — estoppel requires knowing permission by represented person.
Explanation:

1) Q did not permit representation; P is liable for misrepresentation.
FINAL: Correct option: (B) P is liable; Q is not (no consent).

Source: Study Material — adapted
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Case MCQ 3
FACTS:

After X resigns, the LLP continues with only one designated partner for several months.
This situation —

(A) is valid indefinitely

(B) is a default; LLP must appoint another DP within prescribed time
(C) requires conversion into company

(D) automatically dissolves the LLP

Answer:

Requirement:

Apply DP requirement.
Concept (Sections/Rules):

1) s.7 — minimum two DPs required.
Explanation:

1) Default invites penalty/adjudication; LLP must rectify appointment.
FINAL: Correct option: (B) default; must appoint another DP.

Source: Study Material — adapted

Case MCQ 4
FACTS:

Which contribution is NOT permitted?

(A) Cash contribution

(B) Trademark in kind

(C) Services/benefits as contribution if valued

(D) Promise to contribute without valuation/documentation
Answer:

Requirement:

Identify permissible contribution forms.
Concept (Sections/Rules):

1) s.32 — money, property (tangible/intangible) or other benefit; valuation/recording required.
Explanation:

1) A bare promise without valuation/documentation is improper.
FINAL: Correct option: (D) bare promise without valuation/documentation.

Source: Study Material — adapted
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Case MCQ 5
FACTS:

A partner commits fraud with intent to defraud creditors.
Liability becomes —

(A) limited as usual
(B) unlimited for the partner (and LLP as provided), with possible criminal action
(C) transferred to designated partners only
(D) waived on settlement with creditors
Answer:
Requirement:
Apply fraud provision.
Concept (Sections/Rules):
1) s.30 — fraud renders liability unlimited; criminal penalties may apply.
Explanation:
1) Fraud pierces limited liability.
FINAL: Correct option: (B) unlimited for the partner (and LLP as provided), with possible criminal action.

Source: Study Material — adapted

Recap Card — 500 Hot Exam Areas (LLP)

- LLP entity & partner’s agency (s.26) — not agent of com partners.

- DPs: minimum two; at least one resident in India (s.7).

- Contribution forms (s.32); Statement of Account & Solvency and audit thresholds (s.34).
- Holding out liability (s.29) and fraud exception (s.30).

- Compromise/Arrangement (ss.60-62); Windingm up (ss.63-65); Small LLP relaxations.
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