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CA Final – Corporate and Economic Laws 

MCQ Assignment – FEMA 1999 (External Commercial Borrowings) 

Total No. of Questions: 15 

Time Allowed: 20 Minutes 

Q.1 As per the RBI Master Direction - External Commercial Borrowings, Trade Credits and 

Structured Obligations, an eligible borrower can raise loans through ECB under two 

options (a) FCY denominated ECB and (b) INR denominated ECB.  

You are required to identify which of the following is not permitted form of ECB in 

case of FCY denominated ECB: 

(i) Trade Credit upto 3 years. 

(ii) Preference Shares (Other than fully and compulsorily convertible instruments) 

(iii) Financial Lease 

(iv) Foreign currency convertible bonds 

(a) (i) and (ii) 

(b) (iii) and (iv) 

(c) (i), (ii) and (iii) 

(d) (ii), (iii) and (iv) 

Q.2 As per the RBI Master Direction - External Commercial Borrowings, Trade Credits and 

Structured Obligations, an eligible borrower can raise loans through ECB under two 

options (a) FCY denominated ECB and (b) INR denominated ECB.  

You are required to identify which of the following is not permitted form of ECB in 

case of INR denominated ECB: 

(i) Trade Credit upto 3 years. 

(ii) Preference Shares (Other than fully and compulsorily convertible instruments) 

(iii) Financial Lease 

(iv) Fixed Rate Bonds (Other than fully and compulsorily convertible instruments) 

(a) Only (i) 

(b) Only (ii)  

(c) (i) and (ii) 

(d) (i), (ii) and (iv) 
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Q.3 As per the RBI Master Direction - External Commercial Borrowings, Trade Credits and 

Structured Obligations, an eligible borrower can raise loans through ECB under two 

options (a) FCY denominated ECB and (b) INR denominated ECB.  

You are required to identify which of the following is an eligible borrower in case of 

FCY denominated ECB: 

(i) All entities eligible to receive FDI 

(ii) All entities not eligible to receive FDI 

(iii) Port Trusts, Units in SEZ, SIDBI and EXIM bank of India 

(iv) Registered entities engaged in micro finance activities 

(a) (i) and (iii) 

(b) (i) and (iv)  

(c) (ii) and (iii) 

(d) (ii) and (iv) 

Q.4 As per the RBI Master Direction - External Commercial Borrowings, Trade Credits and 

Structured Obligations, an eligible borrower can raise loans through ECB under two 

options (a) FCY denominated ECB and (b) INR denominated ECB.  

You are required to identify which of the following is an eligible borrower in case of 

INR denominated ECB: 

(i) All entities eligible to receive FDI 

(ii) All entities not eligible to receive FDI 

(iii) Port Trusts, Units in SEZ, SIDBI and EXIM bank of India 

(iv) Registered entities engaged in micro finance activities 

(a) (i) and (iii)  

(b) (ii) and (iv) 

(c) (i), (iii) and (iv) 

(d) (ii), (iii) and (iv) 

Q.5 As per the RBI Master Direction - External Commercial Borrowings, Trade Credits and 

Structured Obligations, an eligible borrower can raise loans from a recognised lender 

through ECB under two options (a) FCY denominated ECB and (b) INR denominated 

ECB.  

Which of the following entities / persons can be a recognised lender, subject to 

compliance of conditions stated in ECB Framework: 
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(i) Foreign Banks 

(ii) Foreign Company  

(iii) Foreign Individuals 

(iv) Foreign Subsidiary of Indian Banks 

(v) Indian Subsidiary of Foreign Banks 

(a) (i), (ii) and (iii) 

(b) (i), (ii), (iii) and (iv)  

(c) (i), (ii), (iv) and (v) 

(d) (i), (ii), (iii) and (v) 

Q.6 As per the RBI Master Direction - External Commercial Borrowings, Trade Credits and 

Structured Obligations, an eligible borrower can raise loans from a recognised lender 

through ECB under two options (a) FCY denominated ECB and (b) INR denominated 

ECB.  

In accordance with these Directions, an Individual can be a recognised lender, subject 

to compliance of certain conditions stated in ECB Framework.  

You are required to identify the conditions, which an individual should satisfy to be a 

recognised lender: 

(i) Individual should be resident of FATF Compliant country. 

(ii) Individual should be resident of IOSCO Compliant country. 

(iii) Individual should be a foreign equity holder. 

(iv) Individual should be a subscriber to bonds/debentures listed abroad. 

(a) [(i) or (ii)] and [(iii) and (iv)] 

(b) [(i) and (ii)] and [(iii) or (iv)]  

(c) [(i) or (ii)] and [(iii) or (iv)] 

(d) [(i) and (ii)] and [(iii) and (iv)] 

Q.7 As per the RBI Master Direction - External Commercial Borrowings, Trade Credits and 

Structured Obligations, an eligible borrower can raise loans from a recognised lender 

through ECB under two options (a) FCY denominated ECB and (b) INR denominated 

ECB.  

In accordance with these Directions, foreign branch of Indian Banks are permitted as 

recognised lenders for which of the following ECB:  
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(a) All forms of FCY denominated ECB 

(b) FCY denominated ECB except FCEBs 

(c) FCY denominated ECB except FCCBs 

(d) FCY denominated ECB except FCEBs and FCCBs 

Q.8 As per the RBI Master Direction - External Commercial Borrowings, Trade Credits and 

Structured Obligations, an eligible borrower can raise loans from a recognised lender 

through ECB under two options (a) FCY denominated ECB and (b) INR denominated 

ECB.  

In accordance with these Directions, an eligible borrower is willing to raise INR 

denominated ECB from foreign branch of Indian Banks. Advise. 

(a) Permitted under approval route. 

(b) Permitted under automatic route if foreign branch is located in FATF compliant 

country. 

(c) Permitted under automatic route if foreign branch is located in IOSCO compliant 

country. 

(d) Not permitted. 

Q.9 As per the RBI Master Direction - External Commercial Borrowings, Trade Credits and 

Structured Obligations, an eligible borrower can raise loans from a recognised lender 

through ECB subject to compliance of certain parameters as to minimum maturity, 

permitted and non permitted end uses, maximum all in cost ceiling etc. The Minimum 

Average maturity period for the ECB will be 3 years. However, MAMP will be of 10 

years in few cases. Identify those cases out of the followings: 

(i) ECB raised by Manufacturing companies upto USD 50 million or its equivalent 

per financial year. 

(ii) ECB raised from foreign equity holder for working capital purposes, general 

corporate purposes or for repayment of Rupee loans. 

(iii) ECB raised for working capital purposes or general corporate purposes. 

(iv) ECB raised for repayment of Rupee loans availed domestically for capital 

expenditure. 

(v) ECB raised for repayment of Rupee loans availed domestically for purposes other 

than capital expenditure. 
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(a) (ii) Only 

(b) (iii) Only  

(c) (iii) and (v) 

(d) (iv) and (v) 

Q.10 As per the RBI Master Direction - External Commercial Borrowings, Trade Credits and 

Structured Obligations, an eligible borrower can raise loans from a recognised lender 

through ECB subject to compliance of certain parameters as to minimum maturity, 

permitted and non permitted end uses, maximum all in cost ceiling etc. The Minimum 

Average maturity period for the ECB will be 3 years. However, MAMP will be of 7 years 

in few cases. Identify those cases out of the followings: 

(i) ECB raised by Manufacturing companies upto USD 50 million or its equivalent 

per financial year. 

(ii) ECB raised from foreign equity holder for working capital purposes, general 

corporate purposes or for repayment of Rupee loans. 

(iii) ECB raised for working capital purposes or general corporate purposes. 

(iv) ECB raised for repayment of Rupee loans availed domestically for capital 

expenditure. 

(v) ECB raised for repayment of Rupee loans availed domestically for purposes 

other than capital expenditure. 

(a) (i) Only 

(b) (iv) Only  

(c) (iii) and (v) 

(d) (iv) and (v) 

Q.11 As per the RBI Master Direction - External Commercial Borrowings, Trade Credits and 

Structured Obligations, an eligible borrower can raise loans from a recognised lender 

through ECB subject to compliance of certain parameters as to minimum maturity, 

permitted and non permitted end uses, maximum all in cost ceiling etc. The Minimum 

Average maturity period for the ECB will be 3 years.  

However, MAMP will be of 5 years in a specific ECB.  Identify that ECB out of the 

followings: 

(a) ECB raised by Manufacturing companies upto USD 50 million or its equivalent per 

financial year. 

(b) ECB raised from foreign equity holder for working capital purposes, general corporate 

purposes or for repayment of Rupee loans. 
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(c) ECB raised for working capital purposes or general corporate purposes. 

(d) ECB raised for repayment of Rupee loans availed domestically for capital expenditure. 

Q.12 As per the RBI Master Direction - External Commercial Borrowings, Trade Credits and 

Structured Obligations, an eligible borrower can raise loans from a recognised lender 

through ECB subject to compliance of certain parameters as to minimum maturity, 

permitted and non permitted end uses, maximum all in cost ceiling etc. The Minimum 

Average maturity period for the ECB raised by Manufacturing companies upto USD 50 

million or its equivalent per financial year will be of_______________.  

(a) 1 year 

(b) 2 years 

(c) 3 years 

(d) 5 years 

Q.13 As per the RBI Master Direction - External Commercial Borrowings, Trade Credits and 

Structured Obligations, an eligible borrower can raise loans from a recognised lender 

through ECB subject to compliance of certain parameters as to minimum maturity, 

permitted and non permitted end uses, maximum all in cost ceiling etc. The All in cost 

ceiling p.a. as prescribed by RBI Master Directions is _______________.  

(a) Benchmark rate plus 200 bps spread 

(b) Benchmark rate plus 450 bps spread 

(c) Benchmark rate minus 200 bps spread 

(d) Benchmark rate minus 450 bps spread 

Q.14 As per the RBI Master Direction - External Commercial Borrowings, Trade Credits and 

Structured Obligations, an eligible borrower can raise loans from a recognised lender 

through ECB subject to compliance of certain parameters as to minimum maturity, 

permitted and non permitted end uses, maximum all in cost ceiling etc. The negative 

list, for which the ECB proceeds cannot be utilised, would include which of the 

followings: 

(a) Working capital purposes raised from foreign equity holder having MAMP 5 years. 

(b) General corporate purposes raised from persons other than foreign equity holder 

having MAMP 10 years. 

(c) Repayment of Rupee loans raised from foreign equity holder having MAMP 3 years. 

(d) On-lending by NBFC to entities for the working capital purposes having MAMP 10 years. 
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Q.15 As per the RBI Master Direction - External Commercial Borrowings, Trade Credits and 

Structured Obligations, an eligible borrower can raise loans from a recognised lender 

through ECB subject to compliance of certain parameters as to minimum maturity, 

permitted and non permitted end uses, maximum all in cost ceiling etc. The negative 

list, for which the ECB proceeds cannot be utilised, would not include which of the 

followings: 

(a) Real Estate Activities  

(b) Investment in Capital Market 

(c) Manufacturing activities  

(d) Equity Investment  

 

 

  

 


