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Long answer questions 

Q1] What is Business Finance? Explain the need and significance of Business 
Finance? 

Ans. The requirements of funds by business firm to accomplish its various 
activities is called as Business finance. Finance is 
any organization. The success of an industry depends upon availability of 
adequate finance. Business finance deals with procurement of funds and their 
effective utilisation. As soon as an entrepreneur starts the business, the ne
business finance emerges. 

Business finance can be defined as that business activity which is concerned 
with acquisition and conservation of capital funds in meeting the financial needs 
and overall objectives of business enterprise.

Need and Significance of business finance: 
acquiring various types of assets and to meet various expenses on day to day 
basis. There are also many other reasons for the requirement of business 
finance. The need and significance of business finance
for establishing a new business:

1. To meet fixed capital requirement of business: 
assets like land and building, plant and machinery, furniture and fixtures 
etc. business require finance.

2. To meet working capital requirements: 
holding current assets such as stock of material, payment of wages, 
transportation etc. 

3. For growth and expansion:
well as expansion activities. Fin
production or to install more machines or to set up a R&D centre etc.

4. For diversification: Business finance is needed to start any new activity 
in business. For example, ITC dealing with tobacco started ITC Kakatiya 
(hotels), classmate (note books and stationery). Entering into new 
businesses and new lines of activities is known as diversification.

5. For survival: To carry out various business operations in continuity 
business finance is needed. Without the required finance or
cannot survive for a long period.

6. Liabilities: To meet liabilities of a business be it a short term or long
term business requires finance. Example for payment of loan instalment, 
creditors etc. 

7. For payment of expenses: 
advertisement, and rent finance is needed.
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Q1] What is Business Finance? Explain the need and significance of Business 

Ans. The requirements of funds by business firm to accomplish its various 
activities is called as Business finance. Finance is considered as life blood of 
any organization. The success of an industry depends upon availability of 
adequate finance. Business finance deals with procurement of funds and their 
effective utilisation. As soon as an entrepreneur starts the business, the ne

Business finance can be defined as that business activity which is concerned 
with acquisition and conservation of capital funds in meeting the financial needs 
and overall objectives of business enterprise. 

ance of business finance: Business need finance for 
acquiring various types of assets and to meet various expenses on day to day 
basis. There are also many other reasons for the requirement of business 
finance. The need and significance of business finance is explained as follows 
for establishing a new business: 

To meet fixed capital requirement of business: To purchase fixed 
assets like land and building, plant and machinery, furniture and fixtures 
etc. business require finance. 
To meet working capital requirements: Working capital is used for 
holding current assets such as stock of material, payment of wages, 

For growth and expansion: Business require finance for its growth as 
well as expansion activities. Finance may be required to increase 
production or to install more machines or to set up a R&D centre etc.

Business finance is needed to start any new activity 
in business. For example, ITC dealing with tobacco started ITC Kakatiya 

), classmate (note books and stationery). Entering into new 
businesses and new lines of activities is known as diversification.

To carry out various business operations in continuity 
business finance is needed. Without the required finance organizations 
cannot survive for a long period. 

To meet liabilities of a business be it a short term or long
term business requires finance. Example for payment of loan instalment, 

For payment of expenses: For paying wages, salaries, taxes, 
advertisement, and rent finance is needed.    
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Q1] What is Business Finance? Explain the need and significance of Business 

Ans. The requirements of funds by business firm to accomplish its various 
considered as life blood of 

any organization. The success of an industry depends upon availability of 
adequate finance. Business finance deals with procurement of funds and their 
effective utilisation. As soon as an entrepreneur starts the business, the need for 

Business finance can be defined as that business activity which is concerned 
with acquisition and conservation of capital funds in meeting the financial needs 

Business need finance for 
acquiring various types of assets and to meet various expenses on day to day 
basis. There are also many other reasons for the requirement of business 

is explained as follows 

To purchase fixed 
assets like land and building, plant and machinery, furniture and fixtures 

Working capital is used for 
holding current assets such as stock of material, payment of wages, 

Business require finance for its growth as 
ance may be required to increase 

production or to install more machines or to set up a R&D centre etc. 
Business finance is needed to start any new activity 

in business. For example, ITC dealing with tobacco started ITC Kakatiya 
), classmate (note books and stationery). Entering into new 

businesses and new lines of activities is known as diversification. 
To carry out various business operations in continuity 

ganizations 

To meet liabilities of a business be it a short term or long-
term business requires finance. Example for payment of loan instalment, 
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Q2] Define Sole proprietorship and discuss merits and demerits of sole 
proprietorship? 

Ans. Sole proprietorship: It’s a form of business organization in which single 
individual introduces his own capital, skill and intelligence in management and 
is solely responsible for results of its operation. It is also known as 
Entrepreneurship” and is easiest and simplest organization.

   Kimball and Kimball 
of business where individual proprietor is supreme judge of all matters 
pertaining to his business” 

Merits/ advantages of sole proprietorship: 

 

A. Easy to form and wind up:
proprietorship. Less legal formalities are required and business can be wound up 
any time the proprietor decides.
B. Quick decisions and prompt actions: 
nobody interferes in the affairs of the business and he/she can take quick 
decisions on various issues and prompt actions can be taken.
C. Direct motivation: Under sole proprietorship, entire profit belongs to the 
owner. This motivates him to work hard and run the business ef
efficiently. 
D. Flexibility in operations: 
changes as per requirements of business. The expansion or curtailment does not 
require many formalities as in case of other forms of business.
E. Maintenance of business secrets: 
proprietor. He is not required to disclose any information to others unless and 
until he himself decides so. And he is also not bound to publish his business 
accounts. 
F. Personal touch: As all the affairs of
himself, it is easy to maintain good relations and personal contacts with 
customers and employees. By knowing customers likes and dislikes, tastes and 
preferences, sole trader can adjust his operations accordingly. Also, harm
relation can be maintained with employees which helps for smooth conduct of 
business. 

Demerits/limitations of sole proprietorship: 

A. Limited resources: The resources of sole trader are always limited. 
Being single owner, it is not possible to arrange
source and again he needs to depend on borrowings from friends and relatives 
or from banks. 
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Define Sole proprietorship and discuss merits and demerits of sole 

Sole proprietorship: It’s a form of business organization in which single 
individual introduces his own capital, skill and intelligence in management and 
is solely responsible for results of its operation. It is also known as “Individual 

and is easiest and simplest organization. 

Kimball and Kimball defined “sole proprietorship is a form 
of business where individual proprietor is supreme judge of all matters 

Merits/ advantages of sole proprietorship:  

form and wind up: It is very easy and simple to form a sole 
proprietorship. Less legal formalities are required and business can be wound up 
any time the proprietor decides. 

Quick decisions and prompt actions: As there is only one owner, 
in the affairs of the business and he/she can take quick 

decisions on various issues and prompt actions can be taken. 
Under sole proprietorship, entire profit belongs to the 

owner. This motivates him to work hard and run the business effectively and 

Flexibility in operations: It is very easy to initiate and implement 
changes as per requirements of business. The expansion or curtailment does not 
require many formalities as in case of other forms of business. 

siness secrets: Business secrets are known only to 
proprietor. He is not required to disclose any information to others unless and 
until he himself decides so. And he is also not bound to publish his business 

As all the affairs of business are handled by owner 
himself, it is easy to maintain good relations and personal contacts with 
customers and employees. By knowing customers likes and dislikes, tastes and 
preferences, sole trader can adjust his operations accordingly. Also, harm
relation can be maintained with employees which helps for smooth conduct of 

Demerits/limitations of sole proprietorship:  

The resources of sole trader are always limited. 
Being single owner, it is not possible to arrange sufficient funds from his own 
source and again he needs to depend on borrowings from friends and relatives 
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Define Sole proprietorship and discuss merits and demerits of sole 

Sole proprietorship: It’s a form of business organization in which single 
individual introduces his own capital, skill and intelligence in management and 

“Individual 

defined “sole proprietorship is a form 
of business where individual proprietor is supreme judge of all matters 

It is very easy and simple to form a sole 
proprietorship. Less legal formalities are required and business can be wound up 

As there is only one owner, 
in the affairs of the business and he/she can take quick 

Under sole proprietorship, entire profit belongs to the 
fectively and 

It is very easy to initiate and implement 
changes as per requirements of business. The expansion or curtailment does not 

Business secrets are known only to 
proprietor. He is not required to disclose any information to others unless and 
until he himself decides so. And he is also not bound to publish his business 

business are handled by owner 
himself, it is easy to maintain good relations and personal contacts with 
customers and employees. By knowing customers likes and dislikes, tastes and 
preferences, sole trader can adjust his operations accordingly. Also, harmonious 
relation can be maintained with employees which helps for smooth conduct of 

The resources of sole trader are always limited. 
sufficient funds from his own 

source and again he needs to depend on borrowings from friends and relatives 
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B. Lack of continuity: The continuity of business is linked with life of 
proprietor. Illness, death or insolvency of proprietor can lead
business. Thus, continuity of business is uncertain.
C. Unlimited liability: In the eyes of law, proprietor and the business are 
one and the same. So personal properties of owner can also be utilized to meet 
business obligations and debts.
D. Not suitable for large scale operations:
skills are limited, sole proprietorship form of business is not suitable for large 
scale business. 

         E) Limited managerial expertise: 
fields like purchasing, selling and financing etc. As the size of business is also 
small It is not possible to engage professional managers in sole proprietorship 
form of business. 

Q3. Define Partnership. Discuss its merits and demerits?

Ans. Partnership is an association of two or more persons who pool their financial 
and managerial resources and agree to carry on business and share profits or 
losses of business. 

Section 4 of partnership act, 1932 
persons who have agreed to share profits of business carried on by all or any of 
them acting for all”. The persons who form partnership are individually called 
as ‘partners’ and collectively called as a 

Advantages of partnership firm:

1. Easy to form: A partnership can be formed easily without many legal 
formalities. Since it is not compulsory to get the partnership registered 
and a simple agreement whether oral or written or implied is sufficient to 
form a partnership firm.

2. Availability of large reso
start partnership firm, it may be possible to pool more resources as 
compared to sole trader.

3. Better decisions: Under partnership firm each partner has a right to take 
part in management of the business. All 
consultation with and with the consent of all partners.

4. Flexibility: The partnership firm is a flexible organization. At any point 
of time the partners can decide to change the size or nature of business or 
area of its operation after taking the necessary consent of all the partners.

5. Sharing of risks: The risks of the firm are shared by all the partners 
equally o as per agreed ratio.

6. Benefits of specialization:
per their specialization and knowledge. In partnership firm providing 
legal consultancy to people, one partner may deal with civil cases, one in 
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The continuity of business is linked with life of 
proprietor. Illness, death or insolvency of proprietor can lead to closure of 
business. Thus, continuity of business is uncertain. 

In the eyes of law, proprietor and the business are 
one and the same. So personal properties of owner can also be utilized to meet 
business obligations and debts. 

suitable for large scale operations: Since resources and managerial 
skills are limited, sole proprietorship form of business is not suitable for large 

E) Limited managerial expertise: A single person cannot be expert in all 
like purchasing, selling and financing etc. As the size of business is also 

small It is not possible to engage professional managers in sole proprietorship 

. Define Partnership. Discuss its merits and demerits? 

sociation of two or more persons who pool their financial 
and managerial resources and agree to carry on business and share profits or 

Section 4 of partnership act, 1932 defines partnership as “the relation between 
ed to share profits of business carried on by all or any of 

them acting for all”. The persons who form partnership are individually called 
and collectively called as a ‘firm’ or ‘partnership firm’.

Advantages of partnership firm: 

A partnership can be formed easily without many legal 
formalities. Since it is not compulsory to get the partnership registered 
and a simple agreement whether oral or written or implied is sufficient to 
form a partnership firm. 
Availability of large resources: Since two or more partners join hands to 
start partnership firm, it may be possible to pool more resources as 
compared to sole trader. 

Under partnership firm each partner has a right to take 
part in management of the business. All the major decisions are taken in 
consultation with and with the consent of all partners. 

The partnership firm is a flexible organization. At any point 
of time the partners can decide to change the size or nature of business or 

ation after taking the necessary consent of all the partners.
The risks of the firm are shared by all the partners 

equally o as per agreed ratio. 
Benefits of specialization: All partners actively participate in business as 

alization and knowledge. In partnership firm providing 
legal consultancy to people, one partner may deal with civil cases, one in 
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The continuity of business is linked with life of 
to closure of 

In the eyes of law, proprietor and the business are 
one and the same. So personal properties of owner can also be utilized to meet 

Since resources and managerial 
skills are limited, sole proprietorship form of business is not suitable for large 

A single person cannot be expert in all 
like purchasing, selling and financing etc. As the size of business is also 

small It is not possible to engage professional managers in sole proprietorship 

sociation of two or more persons who pool their financial 
and managerial resources and agree to carry on business and share profits or 

defines partnership as “the relation between 
ed to share profits of business carried on by all or any of 

them acting for all”. The persons who form partnership are individually called 
‘partnership firm’. 

A partnership can be formed easily without many legal 
formalities. Since it is not compulsory to get the partnership registered 
and a simple agreement whether oral or written or implied is sufficient to 

Since two or more partners join hands to 
start partnership firm, it may be possible to pool more resources as 

Under partnership firm each partner has a right to take 
the major decisions are taken in 

The partnership firm is a flexible organization. At any point 
of time the partners can decide to change the size or nature of business or 

ation after taking the necessary consent of all the partners. 
The risks of the firm are shared by all the partners 

All partners actively participate in business as 
alization and knowledge. In partnership firm providing 

legal consultancy to people, one partner may deal with civil cases, one in 
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criminal cases and another in labour cases and so on as per their area of 
specialization. 

7. Secrecy: Business secrets of the fir
required to disclose any information to outsiders. It is also not mandatory 
to publish their annual accounts.

8. Interest: since all partners share profits and bear losses, they take keen 
interest in the affairs of the 

Disadvantages of partnership firm:

1. Unlimited liability: The most important drawback of partnership firm is 
that the liability of partners is unlimited i.e. partners are personally liable 
for the debts of the firm.

2. Instability: Every partnership firm has an uncertain life. Death, 
insolvency, insanity, or retirement of any partner brings the partnership 
firm to an end. Any dissenting partner can give notice at any time for 
dissolution of partnership firm.

3. Limited capital: Since t
capacity to raise funds remains limited as compared to Joint Stock 
Company where there is no limit on number of shareholders.

4. No transferability of shares:
partners or outsiders. So, it creates inconvenience for the partners who 
wants to transfer his shares to others fully and partly.

5. Possibility of conflicts: 
participate in management. Every partner can place his/her
the management regarding any matter and at any time. Because of this, 
sometimes there is a friction and quarrel among partners arising by 
difference of opinion leading to dissolution of the firm.

Q4] Explain merits and demerits of company f

ANS. “Joint Stock Company is a voluntary association or organization of many 
persons who contribute money or a money’s worth to a common stock and 
employ it in some trade and who share the profit or loss arising there from.”

Advantages of joint stock company:

1. Limited liability: Shareholders of a company are liable only to the extent 
of the face value of shares held by them. Their private property cannot be 
attached to pay the debts of the company.Thus, risk is limited and known. 
This encourages people to invest their money in corporate securities.

2. Large financial resources: 
mobilize huge financial resources because of limited liabilities and 
diffusion of ownership. It collects funds in the form o
denominations so that people with small means can also buy them. 
Benefits of limited liability and transferability of shares attract investors.
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criminal cases and another in labour cases and so on as per their area of 

Business secrets of the firm are known to partners only. It is not 
required to disclose any information to outsiders. It is also not mandatory 
to publish their annual accounts. 

since all partners share profits and bear losses, they take keen 
interest in the affairs of the business. 

Disadvantages of partnership firm: 

The most important drawback of partnership firm is 
that the liability of partners is unlimited i.e. partners are personally liable 
for the debts of the firm. 

Every partnership firm has an uncertain life. Death, 
insolvency, insanity, or retirement of any partner brings the partnership 
firm to an end. Any dissenting partner can give notice at any time for 
dissolution of partnership firm. 

Since the total number of partners cannot exceed 20, the 
capacity to raise funds remains limited as compared to Joint Stock 
Company where there is no limit on number of shareholders. 
No transferability of shares: No partner can transfer the shares to other 

rs or outsiders. So, it creates inconvenience for the partners who 
wants to transfer his shares to others fully and partly. 
Possibility of conflicts: Every partner in the firm has an equal right to 
participate in management. Every partner can place his/her opinion before 
the management regarding any matter and at any time. Because of this, 
sometimes there is a friction and quarrel among partners arising by 
difference of opinion leading to dissolution of the firm. 

Q4] Explain merits and demerits of company form of organization?

ANS. “Joint Stock Company is a voluntary association or organization of many 
persons who contribute money or a money’s worth to a common stock and 
employ it in some trade and who share the profit or loss arising there from.”

of joint stock company: 

Shareholders of a company are liable only to the extent 
of the face value of shares held by them. Their private property cannot be 
attached to pay the debts of the company.Thus, risk is limited and known. 

encourages people to invest their money in corporate securities.
Large financial resources: Company form of organization enables to 
mobilize huge financial resources because of limited liabilities and 
diffusion of ownership. It collects funds in the form of shares of small 
denominations so that people with small means can also buy them. 
Benefits of limited liability and transferability of shares attract investors.
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ANS. “Joint Stock Company is a voluntary association or organization of many 
persons who contribute money or a money’s worth to a common stock and 
employ it in some trade and who share the profit or loss arising there from.” 

Shareholders of a company are liable only to the extent 
of the face value of shares held by them. Their private property cannot be 
attached to pay the debts of the company.Thus, risk is limited and known. 

encourages people to invest their money in corporate securities. 
Company form of organization enables to 

mobilize huge financial resources because of limited liabilities and 
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Benefits of limited liability and transferability of shares attract investors. 
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3. Continuity of existence: 
law and possesses indepe
insolvency etc of its members thus it has a perpetual existence.

4. Benefits of large-scale operations:
of business organization which can provide capital for large
operations. It results in large
efficiency and reduction in the cost of operation.

5. Liquidity: The transferability of shares acts as an added incentive to 
investors. The shares of a public company can be traded easily in 
stock exchange. The public can buy shares when they have money. The 
prospective investors can invest and convert shares into cash whenever 
they need money. 

6. Professional management: 
of activities and large volu
at every level of their operation.

7. Research and development: 
money on research and development for improved processes of 
production, designing and innovating new products, i
product, new ways of training its staff, etc.

8. Tax benefits: Although the companies are required to pay tax at a high 
rate, in effect, their tax burden is low as they enjoy many tax exemptions 
under Income Tax Act.

Disadvantages: 

1. Too many legal formalities: 
consuming process and also expensive. Many legal formalities have to be 
observed and several legal documents have to be prepared and filed. 
Delay in formation may deprive the business the momentum of an
start. 

2. Lack of motivation: 
absence of direct link between effort and reward may lead to lack of 
personal interest and incentive. It is difficult to keep personal touch with 
all the customers and employees

3. Corrupt management:
and fraud of property by dishonest management. Fake companies may be 
formed to deprive investors of their hard

4. Excessive government control: 
company, there are legal rules and regulations. Several legal provisions 
have to be followed and many reports have to be filed. A lot of money 
and time is wasted in complying with statutory requirements.

5. Conflicts of interest: 
between shareholders and board of directors or between shareholders and 
creditors or between management and workers.
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Continuity of existence: A company is an artificial person created by 
law and possesses independent legal status. It is not affected by death, 
insolvency etc of its members thus it has a perpetual existence.

scale operations: A joint stock company is only form 
of business organization which can provide capital for large-scale 

ations. It results in large-scale production leading to increase in 
efficiency and reduction in the cost of operation. 

The transferability of shares acts as an added incentive to 
investors. The shares of a public company can be traded easily in 
stock exchange. The public can buy shares when they have money. The 
prospective investors can invest and convert shares into cash whenever 

Professional management: Companies, because of their complex nature 
of activities and large volume of business, require professional managers 
at every level of their operation. 
Research and development: A company generally invests a lot of 
money on research and development for improved processes of 
production, designing and innovating new products, improving quality of 
product, new ways of training its staff, etc. 

Although the companies are required to pay tax at a high 
rate, in effect, their tax burden is low as they enjoy many tax exemptions 
under Income Tax Act. 

y legal formalities: Formation of a company is a time
consuming process and also expensive. Many legal formalities have to be 
observed and several legal documents have to be prepared and filed. 
Delay in formation may deprive the business the momentum of an

 Separation between ownership and control and 
absence of direct link between effort and reward may lead to lack of 
personal interest and incentive. It is difficult to keep personal touch with 
all the customers and employees. 
Corrupt management: In a company, there is often danger of misuse 
and fraud of property by dishonest management. Fake companies may be 
formed to deprive investors of their hard-earned money. 
Excessive government control: At every stage in the management 
company, there are legal rules and regulations. Several legal provisions 
have to be followed and many reports have to be filed. A lot of money 
and time is wasted in complying with statutory requirements. 
Conflicts of interest: In a company conflicts may exist and continue 
between shareholders and board of directors or between shareholders and 
creditors or between management and workers. 
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A company is an artificial person created by 
ndent legal status. It is not affected by death, 

insolvency etc of its members thus it has a perpetual existence. 
A joint stock company is only form 

scale 
scale production leading to increase in 

The transferability of shares acts as an added incentive to 
investors. The shares of a public company can be traded easily in the 
stock exchange. The public can buy shares when they have money. The 
prospective investors can invest and convert shares into cash whenever 

Companies, because of their complex nature 
me of business, require professional managers 

A company generally invests a lot of 
money on research and development for improved processes of 

mproving quality of 

Although the companies are required to pay tax at a high 
rate, in effect, their tax burden is low as they enjoy many tax exemptions 

Formation of a company is a time-
consuming process and also expensive. Many legal formalities have to be 
observed and several legal documents have to be prepared and filed. 
Delay in formation may deprive the business the momentum of an early 

Separation between ownership and control and 
absence of direct link between effort and reward may lead to lack of 
personal interest and incentive. It is difficult to keep personal touch with 

In a company, there is often danger of misuse 
and fraud of property by dishonest management. Fake companies may be 

At every stage in the management of a 
company, there are legal rules and regulations. Several legal provisions 
have to be followed and many reports have to be filed. A lot of money 

ay exist and continue 
between shareholders and board of directors or between shareholders and 
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6. Lack of secrecy: Under companies act, a company is required to disclose 
and publish a variety of information on its w
public company are to inspection for public.

7. Unhealthy speculation: 
financial health, dividends, future reputation of company. Directors may 
indulge themselves in speculation on basis 
private gain. Company form of organization also faces problem of 
concentration of economic power in hands of few.

Q5] Distinguish between Private Company and P

Ans. A private company is one which has the 

i. The minimum paid up capital is Rs. 1,00,000.
ii. The minimum number of members is two.

iii. The maximum number of members if fifty.
iv. It is prohibited from issue of shares to the public.
v. It is prohibited from transfer of shares.

A public company is one which has the following features.

i. The minimum paid up capital is Rs. 5,00,000.
ii. The minimum number of members is seven.

iii. The maximum number of members is unlimited. Such a company must 
use the word ltd as a part of its name.
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Under companies act, a company is required to disclose 
and publish a variety of information on its working. The accounts of a 
public company are to inspection for public. 
Unhealthy speculation: Prices of these shares fluctuate depending on 
financial health, dividends, future reputation of company. Directors may 
indulge themselves in speculation on basis of inside information for their 
private gain. Company form of organization also faces problem of 
concentration of economic power in hands of few. 

sh between Private Company and Public company?

Ans. A private company is one which has the following features. 

The minimum paid up capital is Rs. 1,00,000. 
The minimum number of members is two. 
The maximum number of members if fifty. 
It is prohibited from issue of shares to the public. 
It is prohibited from transfer of shares. 

is one which has the following features. 

The minimum paid up capital is Rs. 5,00,000. 
The minimum number of members is seven. 
The maximum number of members is unlimited. Such a company must 

use the word ltd as a part of its name.   
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Under companies act, a company is required to disclose 
orking. The accounts of a 

Prices of these shares fluctuate depending on 
financial health, dividends, future reputation of company. Directors may 

of inside information for their 
private gain. Company form of organization also faces problem of 

ublic company? 

The maximum number of members is unlimited. Such a company must 
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Differences between private company and public company

Basis of comparison 
1. Minimum number 

of members 
2. Maximum number 
of members 
3. Minimum paid up 
capital 
4. Identification 

5. Transfer of shares 

6. Public issue of 
capital 
7. Commencement of 
business 

8. Board of directors 

9. Appointment and 
retirement of directors 

10. Managerial 
functions 

 

 

 

Q6] What is Memorandum of Association? Explain its Clauses?

Ans. The Memorandum of Association is the constitution of the company. It is 
the charter of the company. It provides the foundation on 
structure is built. The purpose of the memorandum is to enable the shareholders, 
creditors, and those who deal with the company to know what is, the permitted 
range of activities of the enterprise.
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private company and public company 

Private company Public company
2 members 7 members 

50 members No limit 

Rs. one lakh Rs. five lakhs 

Must have suffix 
private limited to its 
name 

Must have suffix limited to 
its name 

It cannot transfer 
their shares 

It can transfer their shares 
freely to others 

It cannot secure 
capital from public 

It can secure capital from 
public 

It can start its 
business 
immediately upon 
incorporation 

It cannot start its business 
immediately upon 
incorporation. It has to 
obtain certificate of 
commencement of business.

Minimum two 
maximum no limit 

Minimum three maximum 
twenty 

Single resolution is 
enough to appoint or 
retire the directors 

Separate resolutions are 
required 

There are no 
restrictions on 
remuneration of 
directors and 
managing directors 

There are restrictions

Q6] What is Memorandum of Association? Explain its Clauses? 

Ans. The Memorandum of Association is the constitution of the company. It is 
the charter of the company. It provides the foundation on which the company 
structure is built. The purpose of the memorandum is to enable the shareholders, 
creditors, and those who deal with the company to know what is, the permitted 
range of activities of the enterprise. 
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Public company 

Must have suffix limited to 

It can transfer their shares 

capital from 

It cannot start its business 
immediately upon 
incorporation. It has to 
obtain certificate of 
commencement of business. 
Minimum three maximum 

Separate resolutions are 

There are restrictions 

 

Ans. The Memorandum of Association is the constitution of the company. It is 
which the company 

structure is built. The purpose of the memorandum is to enable the shareholders, 
creditors, and those who deal with the company to know what is, the permitted 
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Definition:As per section 2 (28) of the 
“The Memorandum of Association of a company as originally framed or as 
altered from time to time in pursuance of any previous company laws or of this 
act”.     

The Memorandum of Association must be signed by at least s
case of a public limited company and two members in case of a private limited 
company. It is the basic document of the company. It cannot be changed easily 
so it should be prepared very carefully.

Clauses of Memorandum of Association

1. Name clause: A company being a separate legal entity must have a 
name. A company may select any name which does not resemble the 
name of any other company. It should not contain the words like king, 
queen, and name of the government bodies. The proposed name sho
not be objectionable under the provisions of emblems and names act, 
1950. The word “limited” must be used at the end of the name of a public 
company, and “private limited” is used by a private company.

2. Registered office or situation clause: 
address of the registered office of the company.If, the place is not decided 
at the time of incorporation, it can be intimated to the registrar within 30 
days from the date of incorporation or commencement of business 
whichever is earlier. 

3. Objects clause: This clause may be considered as the core of 
memorandum of association because it sets out the objects for which a 
company is formed. This clause contains (a) main objects. (b) Other 
objects. This clause offers protection to the share
ensuring that the funds are not going to be risked.

4. Liability clause: This clause contains the nature of liability of its 
members. It states that the liability of the members is limited to the value 
of shares held by them. It means
the unpaid balance of their shares and not further else.

5. Capital clause: This clause contains the capital structure (total capital) of 
the company. The division of capital into equity shares, preference 
shares, and the number of shares in each category, and their value should 
be given. 

6. Association clause: This clause contains the names of the signatories to 
the memorandum of association.the full addresses and occupations of 
subscribers and witnesses are also given. T
they agree to incorporate the company and agree to take the shares stated 
against their names. 
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Definition:As per section 2 (28) of the Companies act defines a memorandum as 
“The Memorandum of Association of a company as originally framed or as 
altered from time to time in pursuance of any previous company laws or of this 

The Memorandum of Association must be signed by at least seven members in 
case of a public limited company and two members in case of a private limited 
company. It is the basic document of the company. It cannot be changed easily 
so it should be prepared very carefully. 

Clauses of Memorandum of Association 

A company being a separate legal entity must have a 
name. A company may select any name which does not resemble the 
name of any other company. It should not contain the words like king, 
queen, and name of the government bodies. The proposed name sho
not be objectionable under the provisions of emblems and names act, 
1950. The word “limited” must be used at the end of the name of a public 
company, and “private limited” is used by a private company. 
Registered office or situation clause: This clause states the place and 
address of the registered office of the company.If, the place is not decided 
at the time of incorporation, it can be intimated to the registrar within 30 
days from the date of incorporation or commencement of business 

 
This clause may be considered as the core of 

memorandum of association because it sets out the objects for which a 
company is formed. This clause contains (a) main objects. (b) Other 
objects. This clause offers protection to the shareholders and creditors by 
ensuring that the funds are not going to be risked. 

This clause contains the nature of liability of its 
members. It states that the liability of the members is limited to the value 
of shares held by them. It means that the members are liable to pay only 
the unpaid balance of their shares and not further else. 

This clause contains the capital structure (total capital) of 
the company. The division of capital into equity shares, preference 

the number of shares in each category, and their value should 

This clause contains the names of the signatories to 
the memorandum of association.the full addresses and occupations of 
subscribers and witnesses are also given. The subscribers declare that 
they agree to incorporate the company and agree to take the shares stated 
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Companies act defines a memorandum as 
“The Memorandum of Association of a company as originally framed or as 
altered from time to time in pursuance of any previous company laws or of this 

even members in 
case of a public limited company and two members in case of a private limited 
company. It is the basic document of the company. It cannot be changed easily 

A company being a separate legal entity must have a 
name. A company may select any name which does not resemble the 
name of any other company. It should not contain the words like king, 
queen, and name of the government bodies. The proposed name should 
not be objectionable under the provisions of emblems and names act, 
1950. The word “limited” must be used at the end of the name of a public 

 
states the place and 

address of the registered office of the company.If, the place is not decided 
at the time of incorporation, it can be intimated to the registrar within 30 
days from the date of incorporation or commencement of business 

memorandum of association because it sets out the objects for which a 
company is formed. This clause contains (a) main objects. (b) Other 

holders and creditors by 

This clause contains the nature of liability of its 
members. It states that the liability of the members is limited to the value 

that the members are liable to pay only 

This clause contains the capital structure (total capital) of 
the company. The division of capital into equity shares, preference 

the number of shares in each category, and their value should 

This clause contains the names of the signatories to 
the memorandum of association.the full addresses and occupations of 

he subscribers declare that 
they agree to incorporate the company and agree to take the shares stated 
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Q7].What are co-operative societies? Explain features/principles of co
operative societies? 

Ans. Cooperative society: The term 
word “co-operari”. The word 
work’. Thus, cooperation means working together. So those who wants to work 
together with some common objective can form a society, which is termed as
“co-operative society” 

  The Indian cooperative societies Act 1912, under Section (4) 
defines cooperative society as a “society which has its objective to promote 
economic interests of its members in accordance with cooperative principles”.

Features of cooperative society:

1. Voluntary association:
choice. Persons having common economic objectives can join the society 
as and when they like, continue as long as they like and leave the society 
as and when they want.

2. Open membership: The membership is open to all those having 
economic interest. Any person can become member irrespective of 
his/her caste, creed, religion, colour, sex etc.

3. Number of members:
cooperative society. In case of a multi
minimum number of members should be 50 from each state in case the 
members are individuals. The cooperative society act does not specif
maximum number of members for any cooperative society. However, 
after formation of society, the members may specify for maximum 
number of members. 

4. State control: Registration of cooperative society is compulsory.Every 
cooperative society comes under cont
The cooperative department keeps a watch on functioning of the 
societies. Every society has to get its accounts audited from cooperative 
department of government.

5. Capital: Capital of cooperative society is contributed by 
Since members contribution is limited and has to depend on loans from 
government and apex cooperative institutions or assistance from state and 
central government. 

6. Democratic set up: Cooperative societies are managed in a democratic 
manner. Every member has a right to take part in management of society. 
Society elects a managing committee and its members are elected on the 
basis of ‘one-man one
member. 

7. Service motive: Primary objective of all c
provide services to its members.
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operative societies? Explain features/principles of co

The term “cooperation” is derived from 
. The word ‘co’ means ‘with’ and ‘operari’ means 

Thus, cooperation means working together. So those who wants to work 
together with some common objective can form a society, which is termed as

The Indian cooperative societies Act 1912, under Section (4) 
defines cooperative society as a “society which has its objective to promote 
economic interests of its members in accordance with cooperative principles”.

operative society: 

Voluntary association: Member join society voluntarily i.e. on their own 
choice. Persons having common economic objectives can join the society 
as and when they like, continue as long as they like and leave the society 

ant. 
The membership is open to all those having 

economic interest. Any person can become member irrespective of 
his/her caste, creed, religion, colour, sex etc. 
Number of members: A minimum of 10 members are required to form a 
cooperative society. In case of a multi-state cooperative societies, the 
minimum number of members should be 50 from each state in case the 
members are individuals. The cooperative society act does not specif
maximum number of members for any cooperative society. However, 
after formation of society, the members may specify for maximum 

 
Registration of cooperative society is compulsory.Every 

cooperative society comes under control and supervision of government. 
The cooperative department keeps a watch on functioning of the 
societies. Every society has to get its accounts audited from cooperative 
department of government. 

Capital of cooperative society is contributed by its members. 
Since members contribution is limited and has to depend on loans from 
government and apex cooperative institutions or assistance from state and 

Cooperative societies are managed in a democratic 
ery member has a right to take part in management of society. 

Society elects a managing committee and its members are elected on the 
man one-vote’ Irrespective of number of shares held by any 

Primary objective of all cooperative societies is to 
provide services to its members. 
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operative societies? Explain features/principles of co-

is derived from Latin 
means ‘to 

Thus, cooperation means working together. So those who wants to work 
together with some common objective can form a society, which is termed as 

The Indian cooperative societies Act 1912, under Section (4) 
defines cooperative society as a “society which has its objective to promote 
economic interests of its members in accordance with cooperative principles”. 

Member join society voluntarily i.e. on their own 
choice. Persons having common economic objectives can join the society 
as and when they like, continue as long as they like and leave the society 

The membership is open to all those having 
economic interest. Any person can become member irrespective of 

A minimum of 10 members are required to form a 
state cooperative societies, the 

minimum number of members should be 50 from each state in case the 
members are individuals. The cooperative society act does not specify 
maximum number of members for any cooperative society. However, 
after formation of society, the members may specify for maximum 

Registration of cooperative society is compulsory.Every 
rol and supervision of government. 

The cooperative department keeps a watch on functioning of the 
societies. Every society has to get its accounts audited from cooperative 

its members. 
Since members contribution is limited and has to depend on loans from 
government and apex cooperative institutions or assistance from state and 

Cooperative societies are managed in a democratic 
ery member has a right to take part in management of society. 

Society elects a managing committee and its members are elected on the 
vote’ Irrespective of number of shares held by any 

ooperative societies is to 
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8. Return on capital invested:
in the form of dividends.

9. Distribution of surplus:
society, the surplus profits is
certain percentage as reserve and for general welfare of society.

10. Registration of society:
under the cooperative Societies act 1912 or under state cooperative 
societies act. The multi
multi-state cooperative Societies act 2002. Once registered, a so
separate identity and gets following features: a) it has its own seal. b) It 
can enter into agreements with others. c) It can sue others in court of law. 
d) It can own properties in its own name.

Q8] Explain main sources of finance available to 

Ans. A business can raise funds from various sources. Each of the sources have 
unique characteristic feature which must be properly understood so that best 
available source of raising funds can be identified. Depending on the situation,
purpose, cost, and risk associated a choice may be made about sources to be 
used. for instance, if business wants to raise funds for meeting fixed capital 
requirements, long term funds may be required, but can be raised in the form of 
owned funds or borrowed funds. Similarly, the purpose is to meet day to day 
requirements of the business then short
     

On the basis of period sources can be classified into three. Long term 
sources (above five years), Medium term sources (above on
below five years), Short term sources (below one year).

A. Long term sources of funds:
I. Issue of shares: The capital obtained by issue of shares is known as share 

capital. The capital of a company is divided into small units called shares. Each 
share has its nominal value. For instance, a company can issue 1,00,000 shares 
of Rs. 10 each for a total value of Rs. 10,00,000. The person holding the share is 
known as shareholder. There are normally two types of shares which are issued 
by a company namely equity shares and preference shares. The money raised by 
issue of equity shares is called as equity share capital and the money raised by 
issue of preference shares is called as preference share capital.

A. Equity shares: Equity shares are the most important source of raising long term 
capital by a company. Equity shares are also known as ordinary shares and 
represent ownership of the company and the capital raised by issue of equity 
shares is known as ownership capital or
not get a fixed dividend, but are paid on the basis of earnings by the company.
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Return on capital invested: Members get return on their capital invested 
in the form of dividends. 
Distribution of surplus: After giving a limited to the members of 
society, the surplus profits is distributed in form of bonus keeping aside a 
certain percentage as reserve and for general welfare of society.
Registration of society:  In India, Cooperative societies are registered 
under the cooperative Societies act 1912 or under state cooperative 
societies act. The multi-state cooperative societies are registered under 

state cooperative Societies act 2002. Once registered, a so
separate identity and gets following features: a) it has its own seal. b) It 
can enter into agreements with others. c) It can sue others in court of law. 
d) It can own properties in its own name. 

Q8] Explain main sources of finance available to Indian businessmen?

A business can raise funds from various sources. Each of the sources have 
unique characteristic feature which must be properly understood so that best 
available source of raising funds can be identified. Depending on the situation,
purpose, cost, and risk associated a choice may be made about sources to be 
used. for instance, if business wants to raise funds for meeting fixed capital 
requirements, long term funds may be required, but can be raised in the form of 

wed funds. Similarly, the purpose is to meet day to day 
requirements of the business then short-term funds can be tapped. 

On the basis of period sources can be classified into three. Long term 
sources (above five years), Medium term sources (above one year and 
below five years), Short term sources (below one year). 

Long term sources of funds: 
The capital obtained by issue of shares is known as share 

capital. The capital of a company is divided into small units called shares. Each 
e has its nominal value. For instance, a company can issue 1,00,000 shares 

of Rs. 10 each for a total value of Rs. 10,00,000. The person holding the share is 
known as shareholder. There are normally two types of shares which are issued 

equity shares and preference shares. The money raised by 
issue of equity shares is called as equity share capital and the money raised by 
issue of preference shares is called as preference share capital. 

Equity shares are the most important source of raising long term 
capital by a company. Equity shares are also known as ordinary shares and 
represent ownership of the company and the capital raised by issue of equity 
shares is known as ownership capital or ownership fund. Equity shareholders do 
not get a fixed dividend, but are paid on the basis of earnings by the company.
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Members get return on their capital invested 

After giving a limited to the members of 
distributed in form of bonus keeping aside a 

certain percentage as reserve and for general welfare of society. 
In India, Cooperative societies are registered 

under the cooperative Societies act 1912 or under state cooperative 
state cooperative societies are registered under 

state cooperative Societies act 2002. Once registered, a society gets 
separate identity and gets following features: a) it has its own seal. b) It 
can enter into agreements with others. c) It can sue others in court of law. 

Indian businessmen? 

A business can raise funds from various sources. Each of the sources have 
unique characteristic feature which must be properly understood so that best 
available source of raising funds can be identified. Depending on the situation, 
purpose, cost, and risk associated a choice may be made about sources to be 
used. for instance, if business wants to raise funds for meeting fixed capital 
requirements, long term funds may be required, but can be raised in the form of 

wed funds. Similarly, the purpose is to meet day to day 
  

On the basis of period sources can be classified into three. Long term 
e year and 

The capital obtained by issue of shares is known as share 
capital. The capital of a company is divided into small units called shares. Each 

e has its nominal value. For instance, a company can issue 1,00,000 shares 
of Rs. 10 each for a total value of Rs. 10,00,000. The person holding the share is 
known as shareholder. There are normally two types of shares which are issued 

equity shares and preference shares. The money raised by 
issue of equity shares is called as equity share capital and the money raised by 

Equity shares are the most important source of raising long term 
capital by a company. Equity shares are also known as ordinary shares and 
represent ownership of the company and the capital raised by issue of equity 

ownership fund. Equity shareholders do 
not get a fixed dividend, but are paid on the basis of earnings by the company. 
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B. Preference shares: The capital raised by issue of preference shares is called as 
preference share capital. the preference shareholder
over equity shareholders in two ways one receiving a fixed rate of dividend out 
of the profits of the company before any dividend is declared to equity 
shareholders and another is receiving their capital after the claims of th
company’s creditors has been settled at the time of liquidation prior to the 
capital of equity shareholders.

II. Retained earnings: A company generally does not distribute all of its 
earnings amongst the shareholders as dividends. A portion of the net 
earnings may be retained into the business for use in future. This is 
known as retained earnings. It is a source of internal financing or self 
financing or ploughing back of profits.

III. Debentures: Debentures are an important instrument for raising long 
term debt. a company can raise funds through issue of debentures. The 
debentures issued by a company is an acknowledgement that the company has 
borrowed a certain amount of money which it promises to repay on a future 
date. Debentures has a fixed rate of inte
called as creditors of the company.

B. Medium term sources of finance:

I. Public deposits: The deposits that are raised by organization directly from 
the public are known as public deposits. Any person who is interested in 
depositing money in an organization can do so by filling up a prescribed form. 
The organization in return issues a deposit 
debt. Public deposits can take care of both medium and short
requirements of a business. The deposits are beneficial to both the depositor as 
well as the organization because the depositor gets higher rate o
offered by bank and the cost of deposit to the company is less than the cost of 
borrowing from bank. Companies generally invite public deposits up to three 
years. The acceptance of public deposits is regulated by reserve bank of India.

II. Commercial banks: Commercial banks play a vital role as they provide 
funds for different purposes as well as different time periods. Banks extend 
loans to firms of all sizes and in many ways like cash credit, overdraft, term 
loans, purchasing and discounti
repaid either in lumpsum or in instalment. Though banks have started extending 
loans for longer period, generally such loans are used for medium to short 
periods. The borrower is required to provide some
the assets of the firm before a loan is sanctioned by a commercial bank.

III. Lease financing: A lease is a contractual agreement whereby one party i.e. 
owner of an asset grants the other party the right to use the asset in 
periodic payment. In otherwords, it is a renting of an asset for some specific 
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The capital raised by issue of preference shares is called as 
preference share capital. the preference shareholders enjoy preferential position 
over equity shareholders in two ways one receiving a fixed rate of dividend out 
of the profits of the company before any dividend is declared to equity 
shareholders and another is receiving their capital after the claims of th
company’s creditors has been settled at the time of liquidation prior to the 
capital of equity shareholders.       

A company generally does not distribute all of its 
earnings amongst the shareholders as dividends. A portion of the net 
earnings may be retained into the business for use in future. This is 
known as retained earnings. It is a source of internal financing or self 
financing or ploughing back of profits. 

Debentures are an important instrument for raising long 
m debt. a company can raise funds through issue of debentures. The 

debentures issued by a company is an acknowledgement that the company has 
borrowed a certain amount of money which it promises to repay on a future 
date. Debentures has a fixed rate of interest and therefore debenture holders are 
called as creditors of the company.  

B. Medium term sources of finance: 

The deposits that are raised by organization directly from 
the public are known as public deposits. Any person who is interested in 
depositing money in an organization can do so by filling up a prescribed form. 
The organization in return issues a deposit receipt as acknowledgement of the 
debt. Public deposits can take care of both medium and short-term financial 
requirements of a business. The deposits are beneficial to both the depositor as 
well as the organization because the depositor gets higher rate of interest than 
offered by bank and the cost of deposit to the company is less than the cost of 
borrowing from bank. Companies generally invite public deposits up to three 
years. The acceptance of public deposits is regulated by reserve bank of India.

Commercial banks play a vital role as they provide 
funds for different purposes as well as different time periods. Banks extend 
loans to firms of all sizes and in many ways like cash credit, overdraft, term 
loans, purchasing and discounting bills, and issue of letter of credit. The loan is 
repaid either in lumpsum or in instalment. Though banks have started extending 
loans for longer period, generally such loans are used for medium to short 
periods. The borrower is required to provide some security or create a charge on 
the assets of the firm before a loan is sanctioned by a commercial bank.

A lease is a contractual agreement whereby one party i.e. 
owner of an asset grants the other party the right to use the asset in return for a 
periodic payment. In otherwords, it is a renting of an asset for some specific 

  
    LAQ 

COMMERCE  - I 

The capital raised by issue of preference shares is called as 
s enjoy preferential position 

over equity shareholders in two ways one receiving a fixed rate of dividend out 
of the profits of the company before any dividend is declared to equity 
shareholders and another is receiving their capital after the claims of the 
company’s creditors has been settled at the time of liquidation prior to the 

A company generally does not distribute all of its 
earnings amongst the shareholders as dividends. A portion of the net 
earnings may be retained into the business for use in future. This is 
known as retained earnings. It is a source of internal financing or self - 

Debentures are an important instrument for raising long 
m debt. a company can raise funds through issue of debentures. The 

debentures issued by a company is an acknowledgement that the company has 
borrowed a certain amount of money which it promises to repay on a future 

rest and therefore debenture holders are 

The deposits that are raised by organization directly from 
the public are known as public deposits. Any person who is interested in 
depositing money in an organization can do so by filling up a prescribed form. 

receipt as acknowledgement of the 
term financial 

requirements of a business. The deposits are beneficial to both the depositor as 
f interest than 

offered by bank and the cost of deposit to the company is less than the cost of 
borrowing from bank. Companies generally invite public deposits up to three 
years. The acceptance of public deposits is regulated by reserve bank of India. 

Commercial banks play a vital role as they provide 
funds for different purposes as well as different time periods. Banks extend 
loans to firms of all sizes and in many ways like cash credit, overdraft, term 

ng bills, and issue of letter of credit. The loan is 
repaid either in lumpsum or in instalment. Though banks have started extending 
loans for longer period, generally such loans are used for medium to short 

security or create a charge on 
the assets of the firm before a loan is sanctioned by a commercial bank. 

A lease is a contractual agreement whereby one party i.e. 
return for a 

periodic payment. In otherwords, it is a renting of an asset for some specific 
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period. The owner of the assets is called as lessor while the party that uses the 
asset is known as lessee. 

The lessee pays fixed amount periodically called lease r
use of the asset. The terms and conditions regulating the lease arrangements are 
given in lease contract. At the end of the lease period, the asset goes back to the 
lessor. Lease finance provides important means of modernization a
diversification to the firm. While making the leasing decisions, the cost of 
leasing an asset must be compared with cost of owing the same.

C. Short term sources of finance:
firm for meeting its working c
short period not exceeding accounting period i.e., one year. The main sources of 
short-term funds are as follows:

I. Bank credit: Commercial banks extend the short
business firms by means of bank credit. Bank credit may be provided in form of 
loan, cash credit, overdraft etc.

II. Trade credit: Trade credit is the credit extended by one trader to another for 
the purchase of goods and services. Trade credit facilitates the purchase of
supplies without immediate payment. Such credit appears in the records of the 
buyer of goods as ‘sundry creditors’ or ‘accounts payable’. Trade credit is 
commonly used by business organizations as a source of short 
It is granted to those customers who have reasonable amount of financial 
standing and goodwill. 

III. Instalment credit: This is another method by which assets are purchased and 
possession of goods is taken immediately but the payment is made in instalment 
over a Pre -determined period of time. Generally, interest is charged on the 
unpaid price or it may be adjusted in the price. But, in any case, it provides 
funds for sometimes and is used as a source of short
many business organizations which have diffic

IV. Advances: Some business organizations get advances from their customers and 
agents against orders and this source is short term source of finance for them. It 
is a cheap source of finance and in order to minimise their investment e
manufacturing industries where they have large production prefer to take 
advance from their customers.

V. commercial paper: Commercial paper emerge as a source of short
in our country in early 90’s. Commercial paper is an unsecured p
issued by a firm to raise fund for short period varying from 90 days to 364 days. 
It is issued by one firm to another, insurance companies, pension funds, and 
banks. The amount raised by commercial paper is generally very large. As the 
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period. The owner of the assets is called as lessor while the party that uses the 

The lessee pays fixed amount periodically called lease rent to the lessor for the 
use of the asset. The terms and conditions regulating the lease arrangements are 
given in lease contract. At the end of the lease period, the asset goes back to the 
lessor. Lease finance provides important means of modernization and 
diversification to the firm. While making the leasing decisions, the cost of 
leasing an asset must be compared with cost of owing the same. 

C. Short term sources of finance: The short-term loans and credits are raised by a 
firm for meeting its working capital requirements. These are generally for a 
short period not exceeding accounting period i.e., one year. The main sources of 

term funds are as follows: 

Commercial banks extend the short-term financial assistance to 
y means of bank credit. Bank credit may be provided in form of 

loan, cash credit, overdraft etc. 

Trade credit is the credit extended by one trader to another for 
the purchase of goods and services. Trade credit facilitates the purchase of
supplies without immediate payment. Such credit appears in the records of the 
buyer of goods as ‘sundry creditors’ or ‘accounts payable’. Trade credit is 
commonly used by business organizations as a source of short - term financing. 

customers who have reasonable amount of financial 

This is another method by which assets are purchased and 
possession of goods is taken immediately but the payment is made in instalment 

period of time. Generally, interest is charged on the 
unpaid price or it may be adjusted in the price. But, in any case, it provides 
funds for sometimes and is used as a source of short-term working capital by 
many business organizations which have difficult funds positions. 

Some business organizations get advances from their customers and 
agents against orders and this source is short term source of finance for them. It 
is a cheap source of finance and in order to minimise their investment e
manufacturing industries where they have large production prefer to take 
advance from their customers. 

Commercial paper emerge as a source of short-term finance 
in our country in early 90’s. Commercial paper is an unsecured promissory note 
issued by a firm to raise fund for short period varying from 90 days to 364 days. 
It is issued by one firm to another, insurance companies, pension funds, and 
banks. The amount raised by commercial paper is generally very large. As the 
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period. The owner of the assets is called as lessor while the party that uses the 

ent to the lessor for the 
use of the asset. The terms and conditions regulating the lease arrangements are 
given in lease contract. At the end of the lease period, the asset goes back to the 

nd 
diversification to the firm. While making the leasing decisions, the cost of 

term loans and credits are raised by a 
apital requirements. These are generally for a 

short period not exceeding accounting period i.e., one year. The main sources of 

term financial assistance to 
y means of bank credit. Bank credit may be provided in form of 

Trade credit is the credit extended by one trader to another for 
the purchase of goods and services. Trade credit facilitates the purchase of 
supplies without immediate payment. Such credit appears in the records of the 
buyer of goods as ‘sundry creditors’ or ‘accounts payable’. Trade credit is 

term financing. 
customers who have reasonable amount of financial 

This is another method by which assets are purchased and 
possession of goods is taken immediately but the payment is made in instalment 

period of time. Generally, interest is charged on the 
unpaid price or it may be adjusted in the price. But, in any case, it provides 

term working capital by 

Some business organizations get advances from their customers and 
agents against orders and this source is short term source of finance for them. It 
is a cheap source of finance and in order to minimise their investment especially 
manufacturing industries where they have large production prefer to take 

term finance 
romissory note 

issued by a firm to raise fund for short period varying from 90 days to 364 days. 
It is issued by one firm to another, insurance companies, pension funds, and 
banks. The amount raised by commercial paper is generally very large. As the 
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debt is totally unsecured the firm having good credit rating can issue 
commercial paper. Its regulations come under per view of reserve bank of India.

Q9] What is Article of Association? What are its contents?

Ans. Articles of Association
    The rules 
management of the company, which are set out in a document is named as 
articles of association. It gives the bye
company. It also helps in achieving the objectives specified in me
association. The articles play a very important role in the affairs of the 
company. It is a supplementary document to the memorandum of association.
     

The articles must be printed, divided into paragraphs, numbered consecutively, 
stamped adequately, and signed by each Subscriber to the memorandum of 
association. It is duly witnessed and filed along with the memorandum of 
association. 

The contents of articles of association:

The Articles of Association contains the following details.

1. Procedure of issuing share capital: 
types of shares, number of shares, calls on shares, rights and privileges of 
different categories of shareholders must be mentioned in the articles of 
association. 

2. Procedure for transfer and fo
3. Procedure for issue of debentures and stocks.
4. Powers to alter as well as reduce share capital and its procedure for 

alteration. 
5. The appointment of the directors, their powers, duties, and remuneration.
6. The appointment of the managing 
7. Provisions regarding conducting the general meetings, special meetings, 

voting proxies, resolutions etc,
8. Provisions relating to dividends and reserves.
9. Rules for preliminary contracts.
10. Provisions regarding the use of common seal.
11. Preparation of accounts and audit, and method of appropriation of profits.
12. Maintenance of bank accounts.
13. Procedure for winding up the company.
14. Other rules and regulations of the company.

Q10] What is Prospectus? Explain the Contents of Prospectus?

Ans. Prospectus is an invitation to the public to subscribe to the shares and 
debentures of a public company. This brings to the notice of the public that a 
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is totally unsecured the firm having good credit rating can issue 
commercial paper. Its regulations come under per view of reserve bank of India.

What is Article of Association? What are its contents? 

Ans. Articles of Association       
The rules and regulations framed for the internal 

management of the company, which are set out in a document is named as 
articles of association. It gives the bye-laws which govern the conduct of the 
company. It also helps in achieving the objectives specified in memorandum of 
association. The articles play a very important role in the affairs of the 
company. It is a supplementary document to the memorandum of association.

  

The articles must be printed, divided into paragraphs, numbered consecutively, 
quately, and signed by each Subscriber to the memorandum of 

association. It is duly witnessed and filed along with the memorandum of 

The contents of articles of association: 

The Articles of Association contains the following details. 

of issuing share capital: The amount of share capital issued, 
types of shares, number of shares, calls on shares, rights and privileges of 
different categories of shareholders must be mentioned in the articles of 

Procedure for transfer and forfeiture of shares. 
Procedure for issue of debentures and stocks. 
Powers to alter as well as reduce share capital and its procedure for 

The appointment of the directors, their powers, duties, and remuneration.
The appointment of the managing director. 
Provisions regarding conducting the general meetings, special meetings, 
voting proxies, resolutions etc, 
Provisions relating to dividends and reserves. 
Rules for preliminary contracts. 
Provisions regarding the use of common seal. 

ccounts and audit, and method of appropriation of profits.
Maintenance of bank accounts. 
Procedure for winding up the company. 
Other rules and regulations of the company. 

What is Prospectus? Explain the Contents of Prospectus? 

vitation to the public to subscribe to the shares and 
debentures of a public company. This brings to the notice of the public that a 
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is totally unsecured the firm having good credit rating can issue 
commercial paper. Its regulations come under per view of reserve bank of India. 

  
and regulations framed for the internal 

management of the company, which are set out in a document is named as 
laws which govern the conduct of the 

morandum of 
association. The articles play a very important role in the affairs of the 
company. It is a supplementary document to the memorandum of association.

The articles must be printed, divided into paragraphs, numbered consecutively, 
quately, and signed by each Subscriber to the memorandum of 

association. It is duly witnessed and filed along with the memorandum of 

The amount of share capital issued, 
types of shares, number of shares, calls on shares, rights and privileges of 
different categories of shareholders must be mentioned in the articles of 

Powers to alter as well as reduce share capital and its procedure for 

The appointment of the directors, their powers, duties, and remuneration. 

Provisions regarding conducting the general meetings, special meetings, 

ccounts and audit, and method of appropriation of profits. 

vitation to the public to subscribe to the shares and 
debentures of a public company. This brings to the notice of the public that a 
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new company has been formed. After incorporation of a company promoters 
may issue the prospects for raising the required fi
     

A public company invites the people to offer to purchase the shares and 
debentures through an advertisement. Such an advertisement or notice 
containing detailed information about the company is known as prospectus.
     

A private company cannot issue prospectus to secure its capital, because they 
are strictly prohibited from inviting the public to subscribe to their shares or 
accepting any deposits. 

Every prospectus contains an application form on which an intending investor 
can apply for the purchase of shares or debentures. A public company must get 
minimum subscription within 120 days from the date of issue of prospectus. If it 
fails to obtain minimum amount of capital required from the members of the 
public within the specified period, the
collected. 

Contents of prospectus  
   Every prospectus should disclose the matter as specified in 
part-I of schedule-II to the Companies Act. Some of the contents which every 
prospectus must include are 

1. Name and full address of the company.
2. The particulars of the signatories to the memorandum of association and 

the number of shares taken up by them.
3. Name, addresses, and occupations of members of the board of directors.
4. The minimum subscription amount fixed by the
5. The details of property acquired if any.
6. The time of opening of the subscription list.
7. The capital structure of the company, and the particulars of issue.
8. The amount payable on application, allotment, and calls.
9. Basis for the issue price.
10. The particulars of preferential treatment given to any person for 

subscribing shares and debentures.
11. The addresses of the underwriters if any.
12. Particulars about reserves and surpluses.
13. Amount of preliminary expenses.
14. Name and address of auditor.
15. Particulars regarding voting rights at the meeting of the company.
16. Management perception of risk factors.

Disclosure of investor grievances

Short Answer Questions 
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new company has been formed. After incorporation of a company promoters 
may issue the prospects for raising the required finance.   

A public company invites the people to offer to purchase the shares and 
debentures through an advertisement. Such an advertisement or notice 
containing detailed information about the company is known as prospectus.

not issue prospectus to secure its capital, because they 
are strictly prohibited from inviting the public to subscribe to their shares or 

Every prospectus contains an application form on which an intending investor 
purchase of shares or debentures. A public company must get 

minimum subscription within 120 days from the date of issue of prospectus. If it 
fails to obtain minimum amount of capital required from the members of the 
public within the specified period, then it has to return the amount already 

       
Every prospectus should disclose the matter as specified in 

II to the Companies Act. Some of the contents which every 
 

full address of the company. 
The particulars of the signatories to the memorandum of association and 
the number of shares taken up by them. 
Name, addresses, and occupations of members of the board of directors.
The minimum subscription amount fixed by the promoters. 
The details of property acquired if any. 
The time of opening of the subscription list. 
The capital structure of the company, and the particulars of issue.
The amount payable on application, allotment, and calls. 
Basis for the issue price. 

particulars of preferential treatment given to any person for 
subscribing shares and debentures. 
The addresses of the underwriters if any. 
Particulars about reserves and surpluses. 
Amount of preliminary expenses. 
Name and address of auditor. 

garding voting rights at the meeting of the company.
Management perception of risk factors. 

Disclosure of investor grievances redressal system. 
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new company has been formed. After incorporation of a company promoters 
  

A public company invites the people to offer to purchase the shares and 
debentures through an advertisement. Such an advertisement or notice 
containing detailed information about the company is known as prospectus. 

not issue prospectus to secure its capital, because they 
are strictly prohibited from inviting the public to subscribe to their shares or 

Every prospectus contains an application form on which an intending investor 
purchase of shares or debentures. A public company must get 

minimum subscription within 120 days from the date of issue of prospectus. If it 
fails to obtain minimum amount of capital required from the members of the 

n it has to return the amount already 

  
Every prospectus should disclose the matter as specified in 

II to the Companies Act. Some of the contents which every 

The particulars of the signatories to the memorandum of association and 

Name, addresses, and occupations of members of the board of directors. 

The capital structure of the company, and the particulars of issue. 

particulars of preferential treatment given to any person for 

garding voting rights at the meeting of the company. 
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Q1] Define business. What are its characteristics?

Ans. Definition of business: 
as a “human activity directed towards producing or acquiring wealth through 
buying and selling of goods.” Therefore, business can be defined as an 
economic activity which involves regular exchange of goods or service
price with an objective of earning profits and acquiring wealth by satisfying 
human wants. 

CHARACTERISTIC FEATURES OF BUSINESS
characteristics of business 

1. Creation of utilities:
human wants. It adds time, place, form and possession utilities to 
various types of goods. It carries goods from place of production to 
place of consumption (place utility). It makes goods available for use 
in future through storage (time utility).

2. Deals with goods and services: 
buys goods and services for selling them to others for a profit. Goods 
can be consumer goods or producer goods.

A. Consumer goods: Consumer goods are meant for direct use by ultimate 
consumers. For e. g: bread, tea, shoes.
B. Producer goods: Producer goods are used for production of consumer or 
capital goods like raw material, machinery etc.

Services like transport, banking, warehousing, insurance, etc. may be considered as 
intangible and invisible goods. 
by overcoming various hindrances in trade.

3. Continuity in dealings:
only if undertaken on a regular basis. A single transaction of purchase or sale 
does not constitute business, it should be recurring. For instance, if a person 
sells his old car it is not business though the seller gets money in exchange. But 
if he opens a shop and sells cars regularly, it will become business. 
Therefore,Regularity of dealings is 
4. Sale, transfer or exchange:
exchange of goods and services for some consideration. The consideration, 
called price, is usually expressed in terms of money. For example, if a per
cooks and serves food to his family, it is not business. But when he cooks food 
in a restaurant and sell it to others for a price, it becomes business.
5. Profit motive: The primary objective of business is to earn profits. 
Profits are essential for survi
must be earned through legal and fair means. Business should never exploit 
society to make money. 
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Define business. What are its characteristics? 

Definition of business: According to L.H. Haney, business can be defined 
as a “human activity directed towards producing or acquiring wealth through 
buying and selling of goods.” Therefore, business can be defined as an 
economic activity which involves regular exchange of goods or service
price with an objective of earning profits and acquiring wealth by satisfying 

CHARACTERISTIC FEATURES OF BUSINESS: Following are the 

Creation of utilities: Business makes goods more useful to satisfy 
ants. It adds time, place, form and possession utilities to 

various types of goods. It carries goods from place of production to 
place of consumption (place utility). It makes goods available for use 
in future through storage (time utility). 

ds and services: Every business enterprise produces or 
buys goods and services for selling them to others for a profit. Goods 
can be consumer goods or producer goods. 

Consumer goods are meant for direct use by ultimate 
bread, tea, shoes. 

Producer goods are used for production of consumer or 
capital goods like raw material, machinery etc. 

like transport, banking, warehousing, insurance, etc. may be considered as 
intangible and invisible goods. Services facilitates buying and selling of goods 
by overcoming various hindrances in trade. 

Continuity in dealings: Dealing in goods and services becomes business 
only if undertaken on a regular basis. A single transaction of purchase or sale 

titute business, it should be recurring. For instance, if a person 
sells his old car it is not business though the seller gets money in exchange. But 
if he opens a shop and sells cars regularly, it will become business. 
Therefore,Regularity of dealings is an essential feature of business. 

Sale, transfer or exchange: All business activities involves transfer or 
exchange of goods and services for some consideration. The consideration, 
called price, is usually expressed in terms of money. For example, if a per
cooks and serves food to his family, it is not business. But when he cooks food 
in a restaurant and sell it to others for a price, it becomes business. 

The primary objective of business is to earn profits. 
Profits are essential for survival as well as growth of business. However, profits 
must be earned through legal and fair means. Business should never exploit 
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to L.H. Haney, business can be defined 
as a “human activity directed towards producing or acquiring wealth through 
buying and selling of goods.” Therefore, business can be defined as an 
economic activity which involves regular exchange of goods or services for a 
price with an objective of earning profits and acquiring wealth by satisfying 

: Following are the 

Business makes goods more useful to satisfy 
ants. It adds time, place, form and possession utilities to 

various types of goods. It carries goods from place of production to 
place of consumption (place utility). It makes goods available for use 

Every business enterprise produces or 
buys goods and services for selling them to others for a profit. Goods 

Consumer goods are meant for direct use by ultimate 

Producer goods are used for production of consumer or 

like transport, banking, warehousing, insurance, etc. may be considered as 
Services facilitates buying and selling of goods 

Dealing in goods and services becomes business 
only if undertaken on a regular basis. A single transaction of purchase or sale 

titute business, it should be recurring. For instance, if a person 
sells his old car it is not business though the seller gets money in exchange. But 

All business activities involves transfer or 
exchange of goods and services for some consideration. The consideration, 
called price, is usually expressed in terms of money. For example, if a person 
cooks and serves food to his family, it is not business. But when he cooks food 

The primary objective of business is to earn profits. 
val as well as growth of business. However, profits 

must be earned through legal and fair means. Business should never exploit 
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6. Risk and uncertainity: 
customers taste and fashion, dema
create risk. Floods, fire, strike by employees, earthquakes, theft etc. also causes 
loss. A business man can reduce risk through correct forecasting and insurance 
but all risks cannot be eliminated.
7. Economic activity: Business is primarily an economic activity as it 
involves production and distribution of goods and services for earning money. 
However, it is also a social institution because it helps to improves living 
standard of people through effective use of sca
economic activities are included in business. Non
form part of a business. 
Art as well as science: Business is an art because it requires personal skills and 
experience. It is also a science because

The abovementioned characteristics are common to all business enterprises 
irrespective of their nature, size and form of ownership

 Q2]. What is Industry? Explain various types of Industries

Ans. Meaning of industry: 
to as industry. It is a business activity, which is related to extracting, producing, 
processing or manufacturing of goods.

The goods may be consumer goods or producer goods. Consumer goods are the 
goods, which are used finally by consumer e.g. food grains, textiles, cosmetics 
etc. Producer goods are the goods used by manufacturers for producing some 
other goods. For e.g. Machinery, tools, equipment etc.

CLASSIFICATION/TYPES OF INDUSTRY:The various types
industries are as follows: 

1. Primary industry:
goods with the help of nature. It is a Natureoriented industry, which 
require very little human effort. 
forestry, fishing, horticulture etc.

2. Genetic Industry:
and multiplication of certain species of plants and animals with an 
object of sale. The main aim is to earn profit from such sale. Foe e.g. 
Plant nurseries, poultry, cattle breeding etc.

3. Extractive Industry:
or drawing out goods from soil, air or water. Generally, products of 
extractive industries come in raw form and they are used by 
manufacturing and construction industries for producing finished 
products. For e.g.mining in
extraction of timber and rubber from forests etc.
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Risk and uncertainity: Risk is a part and parcel of business. Changes in 
customers taste and fashion, demand, competition, government policies etc., 
create risk. Floods, fire, strike by employees, earthquakes, theft etc. also causes 
loss. A business man can reduce risk through correct forecasting and insurance 
but all risks cannot be eliminated. 

Business is primarily an economic activity as it 
involves production and distribution of goods and services for earning money. 
However, it is also a social institution because it helps to improves living 
standard of people through effective use of scarce resources of society. Only 
economic activities are included in business. Non-economic activities do not 

Business is an art because it requires personal skills and 
experience. It is also a science because it is based on certain principles

The abovementioned characteristics are common to all business enterprises 
irrespective of their nature, size and form of ownership 

. What is Industry? Explain various types of Industries? 

 The Production side of business activity is referred 
to as industry. It is a business activity, which is related to extracting, producing, 
processing or manufacturing of goods. 

The goods may be consumer goods or producer goods. Consumer goods are the 
s, which are used finally by consumer e.g. food grains, textiles, cosmetics 

etc. Producer goods are the goods used by manufacturers for producing some 
other goods. For e.g. Machinery, tools, equipment etc. 

CLASSIFICATION/TYPES OF INDUSTRY:The various types of 

Primary industry: Primary industry is concerned with production of 
goods with the help of nature. It is a Natureoriented industry, which 
require very little human effort.  For e. g: agriculture, farming, 
forestry, fishing, horticulture etc. 
Genetic Industry: Genetic industries are engaged in re-production 
and multiplication of certain species of plants and animals with an 
object of sale. The main aim is to earn profit from such sale. Foe e.g. 
Plant nurseries, poultry, cattle breeding etc. 
Extractive Industry: Extractive industry is concerned with extraction 
or drawing out goods from soil, air or water. Generally, products of 
extractive industries come in raw form and they are used by 
manufacturing and construction industries for producing finished 
products. For e.g.mining industry, coal, mineral, oil industry, iron ore, 
extraction of timber and rubber from forests etc. 
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Risk is a part and parcel of business. Changes in 
nd, competition, government policies etc., 

create risk. Floods, fire, strike by employees, earthquakes, theft etc. also causes 
loss. A business man can reduce risk through correct forecasting and insurance 

Business is primarily an economic activity as it 
involves production and distribution of goods and services for earning money. 
However, it is also a social institution because it helps to improves living 

rce resources of society. Only 
economic activities do not 

Business is an art because it requires personal skills and 
it is based on certain principles 

The abovementioned characteristics are common to all business enterprises 

The Production side of business activity is referred 
to as industry. It is a business activity, which is related to extracting, producing, 

The goods may be consumer goods or producer goods. Consumer goods are the 
s, which are used finally by consumer e.g. food grains, textiles, cosmetics 

etc. Producer goods are the goods used by manufacturers for producing some 

of 

Primary industry is concerned with production of 
goods with the help of nature. It is a Natureoriented industry, which 

For e. g: agriculture, farming, 

production 
and multiplication of certain species of plants and animals with an 
object of sale. The main aim is to earn profit from such sale. Foe e.g. 

ustry is concerned with extraction 
or drawing out goods from soil, air or water. Generally, products of 
extractive industries come in raw form and they are used by 
manufacturing and construction industries for producing finished 

dustry, coal, mineral, oil industry, iron ore, 
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4. Manufacturing Industries:
converting raw materials into finished products with the help of 
machines and manpower. The f
goods or producer goods. e. g. textiles, chemicals, sugar industry, 
paper industry etc.

  a] Analytical: In an analytical industry the basic raw material is broken into several 
useful materials. For instance, in an oil 
petroleum products are obtained.

  b] Synthetic: in this type of manufacturing industry two or more materials are mixed 
to form a new product. For instance, cosmetics, soap, fertilizers, paint industry 
etc. 

  c] Processing: In the processing industry, material is processed through various 
stages. For example, in the textiles industry, cotton passes through the spinning, 
weaving, dying, bleaching and printing processes.

  d] Assembling: In this type of industry, man
combined together mechanically or chemically to produce a new product. 
Manufacturer of T.V. sets, watches and automobiles are the examples of 
assembling industries. 

   5) Construction industry: 
construction of buildings, bridges, roads, dams, canals etc. this industry is 
different from all other types of industries because in case of other industries 
goods can be produced at one place and sold at another place whereas goods 
produced and sold by constructive industries are erected at one place.

   6)  Service industry: In modern times, service sector plays an important role 
in development of nation and therefore it is named as service industry. Hotel 
industry, tourism industry, entertai
industries which fall under the category of service industry.

  Q3]. Briefly explain types of co

Ans. Cooperative Society is a voluntary association of persons who work 
together to promote their economic interests. It works on the principles of 
help and mutual help. The motto of the cooperative society is
and all for each” 

  The Indian Cooperative Societi
defines Cooperative Society as a “Society which has its objective to promote 
economic interests of its members in accordance with cooperative principles”.

TYPES OF COOPERATIVE SOCIETIES: 
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Manufacturing Industries: Manufacturing industries are engaged in 
converting raw materials into finished products with the help of 
machines and manpower. The finished goods can be either consumer 
goods or producer goods. e. g. textiles, chemicals, sugar industry, 
paper industry etc. 

In an analytical industry the basic raw material is broken into several 
useful materials. For instance, in an oil refinery, crude oil is refined and several 
petroleum products are obtained. 

in this type of manufacturing industry two or more materials are mixed 
to form a new product. For instance, cosmetics, soap, fertilizers, paint industry 

In the processing industry, material is processed through various 
stages. For example, in the textiles industry, cotton passes through the spinning, 
weaving, dying, bleaching and printing processes. 

In this type of industry, manufactured components or parts are 
combined together mechanically or chemically to produce a new product. 
Manufacturer of T.V. sets, watches and automobiles are the examples of 

Construction industry: Construction industries take up work of 
construction of buildings, bridges, roads, dams, canals etc. this industry is 
different from all other types of industries because in case of other industries 
goods can be produced at one place and sold at another place whereas goods 

nd sold by constructive industries are erected at one place.

In modern times, service sector plays an important role 
in development of nation and therefore it is named as service industry. Hotel 
industry, tourism industry, entertainment industry etc are some of the main 
industries which fall under the category of service industry.   

. Briefly explain types of co-operative societies? 

is a voluntary association of persons who work 
together to promote their economic interests. It works on the principles of 

. The motto of the cooperative society is’’ each for all 

The Indian Cooperative Societies Act, 1912 Under Section (4) 
defines Cooperative Society as a “Society which has its objective to promote 
economic interests of its members in accordance with cooperative principles”.

TYPES OF COOPERATIVE SOCIETIES:  
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Manufacturing industries are engaged in 
converting raw materials into finished products with the help of 

inished goods can be either consumer 
goods or producer goods. e. g. textiles, chemicals, sugar industry, 

In an analytical industry the basic raw material is broken into several 
refinery, crude oil is refined and several 

in this type of manufacturing industry two or more materials are mixed 
to form a new product. For instance, cosmetics, soap, fertilizers, paint industry 

In the processing industry, material is processed through various 
stages. For example, in the textiles industry, cotton passes through the spinning, 

ufactured components or parts are 
combined together mechanically or chemically to produce a new product. 
Manufacturer of T.V. sets, watches and automobiles are the examples of 

up work of 
construction of buildings, bridges, roads, dams, canals etc. this industry is 
different from all other types of industries because in case of other industries 
goods can be produced at one place and sold at another place whereas goods 

nd sold by constructive industries are erected at one place. 

In modern times, service sector plays an important role 
in development of nation and therefore it is named as service industry. Hotel 

nment industry etc are some of the main 

is a voluntary association of persons who work 
together to promote their economic interests. It works on the principles of self-

’’ each for all 

es Act, 1912 Under Section (4) 
defines Cooperative Society as a “Society which has its objective to promote 
economic interests of its members in accordance with cooperative principles”. 
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1. Consumer cooperative societies:
interest of consumers by making them available goods of good and high 
quality at reasonable prices.

2. Producer cooperative society:
small producers by making available goods for production li
materials, tools and equipment etc.

3. Marketing cooperative societies: 
marketing cooperative societies to solve marketing problems of their 
products. 

4. Housing cooperative societies: 
facilities in urban areas to their members.

5. Farming cooperative societies: 
get benefits of large-scale farming.

Credit cooperative societies: 
need of credit. They accept deposits from members and grant loans at 
reasonable rate of interest. 

 Q4]Explain different types of partners?

Ans. Partnership is an association of two or more persons who pool their 
financial and managerial resources and agree to carry on business and s
profits or losses of business.

Section 4 of Partnership Act, 1932
between persons who have agreed to share profits of business carried on by all 
or any of them acting for all”. The persons who form partnership are 
individually called as ‘partners’
‘partnership firm’. 

TYPES OF PARTNERS: A partnership firm can have different types of 
partners with different roles and liabilities which are described as follows:

1. BASED ON EXTENT OF 
MANAGEMENT OF THE FIRM
partner or working partner

A. Active partners or Working partners:
participate in day to day affairs of the business are known as active partners or 
working partners. 
B. Sleeping partners: Partners who do not participate in day to day affairs 
of the business are known as
simply contribute capital and share profits and losses.

2) BASED ON SHARING OF PROFITS:
partners, partners in profits.
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Consumer cooperative societies: These are formed to protect the 
interest of consumers by making them available goods of good and high 
quality at reasonable prices. 
Producer cooperative society: These are formed to protect interest of 
small producers by making available goods for production like raw 
materials, tools and equipment etc. 
Marketing cooperative societies: Small producers form together 
marketing cooperative societies to solve marketing problems of their 

Housing cooperative societies: These are formed to provide residential 
facilities in urban areas to their members. 
Farming cooperative societies: These are formed by small farmers to 

scale farming. 
Credit cooperative societies: These societies are started by persons who are in 

deposits from members and grant loans at 

Explain different types of partners? 

Ans. Partnership is an association of two or more persons who pool their 
financial and managerial resources and agree to carry on business and s
profits or losses of business. 

Partnership Act, 1932 defines partnership as “The relation 
between persons who have agreed to share profits of business carried on by all 
or any of them acting for all”. The persons who form partnership are 

‘partners’ and collectively called as a ‘firm’ or 

TYPES OF PARTNERS: A partnership firm can have different types of 
partners with different roles and liabilities which are described as follows:

BASED ON EXTENT OF PARTICIPATION IN DAY TO DAY 
MANAGEMENT OF THE FIRM, partners can be classified as 

working partner and sleeping partner. 
Active partners or Working partners: The partners who actively 

participate in day to day affairs of the business are known as active partners or 

Partners who do not participate in day to day affairs 
of the business are known as sleeping or dormant partners. Such partners 
simply contribute capital and share profits and losses. 

2) BASED ON SHARING OF PROFITS: Partners can be classified as 
partners, partners in profits. 
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are formed to protect the 
interest of consumers by making them available goods of good and high 

These are formed to protect interest of 
ke raw 

Small producers form together 
marketing cooperative societies to solve marketing problems of their 

These are formed to provide residential 

These are formed by small farmers to 

These societies are started by persons who are in 
deposits from members and grant loans at 

Ans. Partnership is an association of two or more persons who pool their 
financial and managerial resources and agree to carry on business and share 

defines partnership as “The relation 
between persons who have agreed to share profits of business carried on by all 
or any of them acting for all”. The persons who form partnership are 

or 

TYPES OF PARTNERS: A partnership firm can have different types of 
partners with different roles and liabilities which are described as follows: 

PARTICIPATION IN DAY TO DAY 
, partners can be classified as active 

The partners who actively 
participate in day to day affairs of the business are known as active partners or 

Partners who do not participate in day to day affairs 
. Such partners 

Partners can be classified as nominal 
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A. Nominal partners: Nominal partners are those partners who allow the 
firm to use their name as partner. They neither invest any capital nor 
participate in day to day affairs. They are also not entitled to any share in 
profits of the firm. However, they are liable to third parties for all the acts 
of the firm. 

B. Partners in profits: A person who shares the profits of a business 
without being liable for losses is known as partner in profits. This is 
applicable only to minors who are admitted to the benefits of the 
partnership firm and their liability is limited to the extent of their 
contribution. 

3) BASED ON LIABILITY: Partners are classified as 
general partners. 

A. Limited partners: The partners whose liability is limited to the extent of 
their capital contribution is termed as 
are found in limited partnership firm in some European countries and USA.
B. General partners: These are the partners having unlimited liability. The 
partners are called as general partners or partners with unlimited liability. It may 
be noted that every partner who is not a limited partner is treated as a general 
partner. 

4) BASED ON BEHAVIOUR AND CONDUCT:
partner by estoppel and partner by holding out.

a) Partner by estoppel: A person, who behaves in public in such a wa
an impression that he/she is a partner of the firm is called partner by estoppel. 
Such partners are not entitled to share profits of the firm but are fully liable if 
somebody suffers because of his/her false representation.

b) Partner by holding out: A partner or partnership firm declares that a 
particular person is a partner of the firm and such a person does not disclaim 
it, then he/she is known as partner by holding out. Such partners are not 
entitled to profits but are fully liable for firm’s 

Q5] What are the advantages and disadvantages of equity shares?

Ans. EQUITY SHARES: Equity shares are the most important source of 
raising long term capital by a company. Equity shares are also known as 
ordinary shares. Equity shareholders do not get a fixed dividend, but are paid 
on the basis of earnings by the company. Their liability however is limited to 
the extent of capital contributed by them in the company. These shareholders 
have a right to participate in the ma

MERITS OF EQUITY SHARES:
shares are as follows: 
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Nominal partners are those partners who allow the 
eir name as partner. They neither invest any capital nor 

participate in day to day affairs. They are also not entitled to any share in 
profits of the firm. However, they are liable to third parties for all the acts 

A person who shares the profits of a business 
without being liable for losses is known as partner in profits. This is 
applicable only to minors who are admitted to the benefits of the 
partnership firm and their liability is limited to the extent of their 

Partners are classified as limited partners

The partners whose liability is limited to the extent of 
their capital contribution is termed as limited partners. These kinds 
are found in limited partnership firm in some European countries and USA.

These are the partners having unlimited liability. The 
partners are called as general partners or partners with unlimited liability. It may 

t every partner who is not a limited partner is treated as a general 

BASED ON BEHAVIOUR AND CONDUCT: Partners are classified as 
partner by holding out. 

A person, who behaves in public in such a wa
an impression that he/she is a partner of the firm is called partner by estoppel. 
Such partners are not entitled to share profits of the firm but are fully liable if 
somebody suffers because of his/her false representation. 

A partner or partnership firm declares that a 
particular person is a partner of the firm and such a person does not disclaim 
it, then he/she is known as partner by holding out. Such partners are not 
entitled to profits but are fully liable for firm’s debts.  

What are the advantages and disadvantages of equity shares?

Equity shares are the most important source of 
raising long term capital by a company. Equity shares are also known as 

Equity shareholders do not get a fixed dividend, but are paid 
on the basis of earnings by the company. Their liability however is limited to 
the extent of capital contributed by them in the company. These shareholders 
have a right to participate in the management of the company. 

MERITS OF EQUITY SHARES: The important merits of issuing equity 
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Nominal partners are those partners who allow the 
eir name as partner. They neither invest any capital nor 

participate in day to day affairs. They are also not entitled to any share in 
profits of the firm. However, they are liable to third parties for all the acts 

A person who shares the profits of a business 
without being liable for losses is known as partner in profits. This is 
applicable only to minors who are admitted to the benefits of the 
partnership firm and their liability is limited to the extent of their capital 

limited partners and 

The partners whose liability is limited to the extent of 
These kinds of partners 

are found in limited partnership firm in some European countries and USA. 
These are the partners having unlimited liability. The 

partners are called as general partners or partners with unlimited liability. It may 
t every partner who is not a limited partner is treated as a general 

Partners are classified as 

A person, who behaves in public in such a way to give 
an impression that he/she is a partner of the firm is called partner by estoppel. 
Such partners are not entitled to share profits of the firm but are fully liable if 

A partner or partnership firm declares that a 
particular person is a partner of the firm and such a person does not disclaim 
it, then he/she is known as partner by holding out. Such partners are not 

What are the advantages and disadvantages of equity shares? 

Equity shares are the most important source of 
raising long term capital by a company. Equity shares are also known as 

Equity shareholders do not get a fixed dividend, but are paid 
on the basis of earnings by the company. Their liability however is limited to 
the extent of capital contributed by them in the company. These shareholders 

The important merits of issuing equity 
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1. Equity shares do not create an obligation to pay a fixed rate of dividend.
2. Equity shares can be issued without creating any charge over the asse

the company. 
3. It is permanent source of capital and company need not repay it except 

under liquidation. Equity shareholders are the real owners of the company 
who have voting rights.

4. In case of profits equity shareholders are the real gainers by way o
increased dividends and appreciation in value of shares.

DEMERITS OF EQUITY SHARES: 
equity shares: 

1. Investors who want fixed income may not prefer equity shares as these 
equity shares get fluctuating returns.

2. The cost of equity shares is generally more as compared to cost of raising 
funds through other sources. Issue of additional equity shares dilutes the 
voting power and earnings of existing equity shareholders.

More legal formalities are involved while raising f

 Q6] Differentiate between Equity shares and Preference shares?

Ans. Differences between preference shares and equity shares:

Basis of difference 
1. Choice of issue 

of these shares 
Issue of equity shares
compulsory.

2. Payment of 
dividend 

Dividends are paid after 
paying dividends on 
preference shares.

3. Rate of 
dividend 

Rate of dividend is not 
fixed and is recommended 
by board of directors of 
company.

4. Return of 
capital 

In the event of liquidation, 
capital is refunded after 
the payment of preference 
share capital.

5. Voting rights Equity shareholders are 
the real owners of the 
company and have voting 
rights.

6. Risk profile It is high risky as 
compared to preference 
shares.

7. Speculation Scope for speculation.
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Equity shares do not create an obligation to pay a fixed rate of dividend.
Equity shares can be issued without creating any charge over the asse

It is permanent source of capital and company need not repay it except 
under liquidation. Equity shareholders are the real owners of the company 
who have voting rights. 
In case of profits equity shareholders are the real gainers by way o
increased dividends and appreciation in value of shares. 

DEMERITS OF EQUITY SHARES: Following are the major limitations of 

Investors who want fixed income may not prefer equity shares as these 
equity shares get fluctuating returns. 

cost of equity shares is generally more as compared to cost of raising 
funds through other sources. Issue of additional equity shares dilutes the 
voting power and earnings of existing equity shareholders. 

More legal formalities are involved while raising funds to equity shares.

Differentiate between Equity shares and Preference shares?

Ans. Differences between preference shares and equity shares: 

Equity shares Preference shares
Issue of equity shares are 
compulsory. 

Issue of preference shares 
are not compulsory.

Dividends are paid after 
paying dividends on 
preference shares. 

Dividends are paid before 
paying dividends on equity 
shares. 

Rate of dividend is not 
d and is recommended 

by board of directors of 
company. 

Rate of dividend is 
prefixed and pre
communicated. 

In the event of liquidation, 
capital is refunded after 
the payment of preference 
share capital. 

In the event of liquidation, 
capital is refunded before 
the payment of equity 
share capital. 

Equity shareholders are 
the real owners of the 
company and have voting 
rights. 

Do not have any voting 
rights. 

It is high risky as 
compared to preference 
shares. 

It is less risky as compared 
to equity shares.

Scope for speculation. No scope for speculation.
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Equity shares do not create an obligation to pay a fixed rate of dividend. 
Equity shares can be issued without creating any charge over the assets of 

It is permanent source of capital and company need not repay it except 
under liquidation. Equity shareholders are the real owners of the company 

In case of profits equity shareholders are the real gainers by way of 

Following are the major limitations of 

Investors who want fixed income may not prefer equity shares as these 

cost of equity shares is generally more as compared to cost of raising 
funds through other sources. Issue of additional equity shares dilutes the 

unds to equity shares. 

Differentiate between Equity shares and Preference shares? 

Preference shares 
Issue of preference shares 
are not compulsory. 
Dividends are paid before 
paying dividends on equity 

Rate of dividend is 
prefixed and pre-

 

In the event of liquidation, 
capital is refunded before 
the payment of equity 

Do not have any voting 

It is less risky as compared 
to equity shares. 

No scope for speculation. 
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8. Bonus shares Bonus shares are offered 
to equity shareholders.

 

Q7] What are the features / merits and demerits of joint Hindu Family?

Ans. Meaning of Joint Hindu Family business: 
business is a form of business organisation run by Hindu Undivided Family 
(HUF), where in family members of three successive generations own the 
business jointly. The head of the family is known as 
members are called as “co-parceners”
over properties of business. 

MERITS OF JOINT HINDU FAMILY BUSINESS:

1. Continuity: It is not dissolved by death or insanity of a coparcener.
2. Centralised and efficient management:

of Karta only. This results in unity of command and disciplined 
management. 

3. No limit to membership:
become a member in a Hindu undivided family. Hence there is no limit to 
membership. 

4. Better credit: Creditworthiness of JHF is better than a sole trader.

DISADVANTAGES/DEMERITS OF JHF: 

1. No direct correlation between efforts and rewards:
after business of Joint Hindu family but benefits are shared among all 
coparceners. Qualities like idleness and laziness and stay at home are 
cultivated among coparceners.

2. Limited managerial ability:
Joint Hindu undivided family, management and control of business 
becomes difficult, as Karta alone

Q8a] what are the sources of short

Ans.  Short term sources of finance: 
raised by a firm for meeting its working capital requirements. These are 
generally for a short period not 
main sources of short-term funds are as follows:

1. Bank credit: Commercial banks extend the short
business firms by means of bank credit. Bank credit may be provided in the 
following forms: 
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Bonus shares are offered 
to equity shareholders. 

Bonus shares are not 
offered to preference 
Shareholders. 

Q7] What are the features / merits and demerits of joint Hindu Family?

Ans. Meaning of Joint Hindu Family business: The Joint Hindu Family (JHF) 
business is a form of business organisation run by Hindu Undivided Family 
(HUF), where in family members of three successive generations own the 
business jointly. The head of the family is known as “Karta” and other 

parceners”. All of them have equal ownership right 
 

MERITS OF JOINT HINDU FAMILY BUSINESS: 

It is not dissolved by death or insanity of a coparcener.
Centralised and efficient management: management is vested in hands 
of Karta only. This results in unity of command and disciplined 

No limit to membership: By birth every coparcener will automatically 
become a member in a Hindu undivided family. Hence there is no limit to 

Creditworthiness of JHF is better than a sole trader.

DISADVANTAGES/DEMERITS OF JHF:  

No direct correlation between efforts and rewards: Karta alone looks 
after business of Joint Hindu family but benefits are shared among all 

. Qualities like idleness and laziness and stay at home are 
cultivated among coparceners. 
Limited managerial ability: For expansion and growth of business in 
Joint Hindu undivided family, management and control of business 
becomes difficult, as Karta alone has to manage.    

a] what are the sources of short-term finance. 

Short term sources of finance: The short-term loans and credits are 
raised by a firm for meeting its working capital requirements. These are 
generally for a short period not exceeding accounting period i.e., one year. The 

term funds are as follows: 

Commercial banks extend the short-term financial assistance to 
business firms by means of bank credit. Bank credit may be provided in the 
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Bonus shares are not 
offered to preference 

Q7] What are the features / merits and demerits of joint Hindu Family? 

The Joint Hindu Family (JHF) 
business is a form of business organisation run by Hindu Undivided Family 
(HUF), where in family members of three successive generations own the 

and other 
. All of them have equal ownership right 

It is not dissolved by death or insanity of a coparcener. 
management is vested in hands 

of Karta only. This results in unity of command and disciplined 

By birth every coparcener will automatically 
become a member in a Hindu undivided family. Hence there is no limit to 

Creditworthiness of JHF is better than a sole trader. 

Karta alone looks 
after business of Joint Hindu family but benefits are shared among all 

. Qualities like idleness and laziness and stay at home are 

For expansion and growth of business in 
Joint Hindu undivided family, management and control of business 

term loans and credits are 
raised by a firm for meeting its working capital requirements. These are 

exceeding accounting period i.e., one year. The 

term financial assistance to 
business firms by means of bank credit. Bank credit may be provided in the 
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A. Loans: Bank loans are provided for a specific short period. The amount 
of loan depends upon the size and goodwill of the firm. Such advance is 
credited to a separate loan account and the borrower has to pay interest on the 
whole amount of loan irrespective of the amount of loan actually granted. Bank 
loans are usually granted against the security of assets.
B. Cash credit: Bank grants the cash credit up to a specified limit. Business 
firms can withdraw any amount within that limit. Interest is cha
actual amount drawn and list on the full amount of the specified limit.
C. Overdraft: Under overdraft financing facility, bank allows the business 
firm to withdraw the amount even more than the customers balance in the bank. 
The limit of extra withdrawal is also fixed by the bank. This limit is decided on 
the basis of credit worthiness of 
overdrawn money. Interest is charged on the overdrawn money.
 

2. Trade credit: Trade credit is the credit extended by one trader to another for the 
purchase of goods and services. Trade credit facilitates the purcha
without immediate payment. Such credit appears in the records of the buyer of 
goods as ‘sundry creditors’ or ‘accounts payable’. Trade credit is commonly 
used by business organization as a source of short
to those customers who have reasonable amount of financial standing and 
goodwill. 

3. Instalment credit: This is another method by which assets are purchased and 
possession of goods is taken immediately but the payment is made in instalment 
over a pre-determined period of time. Generally, interest is charged on the 
unpaid price or it may be adjusted in the price. But, in any case, it provides 
funds for sometimes and is used as a source of short
many business organizations which have difficu

4. Advances: Some business organizations get advances from their customers and 
agents against orders and this source is short term source of finance for them. It 
is a cheap source of finance and in order to minimise their investment esp
manufacturing industries where they have large production prefer to take 
advance from their customers.

5. Commercial paper: Commercial paper emerge as a source of short
finance in our country in early 90’s. Commercial paper is an unsecured 
promissory note issued by a firm to raise fund for short period varying from 90 
days to 364 days. It is issued by one firm to another,
pension funds, and banks. The amount raised by commercial paper is generally 
very large. As the debt is totally unsecured the firm having good credit rating 
can issue commercial paper. Its regulations come under per view of reserve 
bank of India. 

 Q8B] WHAT ARE THE SOURCES OF MEDIUM
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Bank loans are provided for a specific short period. The amount 
of loan depends upon the size and goodwill of the firm. Such advance is 
credited to a separate loan account and the borrower has to pay interest on the 

irrespective of the amount of loan actually granted. Bank 
loans are usually granted against the security of assets. 

Bank grants the cash credit up to a specified limit. Business 
firms can withdraw any amount within that limit. Interest is charged on the 
actual amount drawn and list on the full amount of the specified limit.

Under overdraft financing facility, bank allows the business 
firm to withdraw the amount even more than the customers balance in the bank. 
The limit of extra withdrawal is also fixed by the bank. This limit is decided on 
the basis of credit worthiness of the borrower. Interest is charged on the 
overdrawn money. Interest is charged on the overdrawn money. 

Trade credit is the credit extended by one trader to another for the 
purchase of goods and services. Trade credit facilitates the purchase of supplies 
without immediate payment. Such credit appears in the records of the buyer of 
goods as ‘sundry creditors’ or ‘accounts payable’. Trade credit is commonly 
used by business organization as a source of short-term financing. It is granted 

se customers who have reasonable amount of financial standing and 

This is another method by which assets are purchased and 
possession of goods is taken immediately but the payment is made in instalment 

period of time. Generally, interest is charged on the 
unpaid price or it may be adjusted in the price. But, in any case, it provides 
funds for sometimes and is used as a source of short-term working capital by 
many business organizations which have difficult funds positions. 

Some business organizations get advances from their customers and 
agents against orders and this source is short term source of finance for them. It 
is a cheap source of finance and in order to minimise their investment esp
manufacturing industries where they have large production prefer to take 
advance from their customers. 

Commercial paper emerge as a source of short-term 
finance in our country in early 90’s. Commercial paper is an unsecured 
promissory note issued by a firm to raise fund for short period varying from 90 
days to 364 days. It is issued by one firm to another, insurance companies, 
pension funds, and banks. The amount raised by commercial paper is generally 
very large. As the debt is totally unsecured the firm having good credit rating 
can issue commercial paper. Its regulations come under per view of reserve 

Q8B] WHAT ARE THE SOURCES OF MEDIUM-TERM FINANCE?
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Bank loans are provided for a specific short period. The amount 
of loan depends upon the size and goodwill of the firm. Such advance is 
credited to a separate loan account and the borrower has to pay interest on the 

irrespective of the amount of loan actually granted. Bank 

Bank grants the cash credit up to a specified limit. Business 
rged on the 

actual amount drawn and list on the full amount of the specified limit. 
Under overdraft financing facility, bank allows the business 

firm to withdraw the amount even more than the customers balance in the bank. 
The limit of extra withdrawal is also fixed by the bank. This limit is decided on 

the borrower. Interest is charged on the 

Trade credit is the credit extended by one trader to another for the 
se of supplies 

without immediate payment. Such credit appears in the records of the buyer of 
goods as ‘sundry creditors’ or ‘accounts payable’. Trade credit is commonly 

term financing. It is granted 
se customers who have reasonable amount of financial standing and 

This is another method by which assets are purchased and 
possession of goods is taken immediately but the payment is made in instalment 

period of time. Generally, interest is charged on the 
unpaid price or it may be adjusted in the price. But, in any case, it provides 

term working capital by 

Some business organizations get advances from their customers and 
agents against orders and this source is short term source of finance for them. It 
is a cheap source of finance and in order to minimise their investment especially 
manufacturing industries where they have large production prefer to take 

term 
finance in our country in early 90’s. Commercial paper is an unsecured 
promissory note issued by a firm to raise fund for short period varying from 90 

insurance companies, 
pension funds, and banks. The amount raised by commercial paper is generally 
very large. As the debt is totally unsecured the firm having good credit rating 
can issue commercial paper. Its regulations come under per view of reserve 

TERM FINANCE? 
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Ans. Medium term sources of finance:

1. Public deposits: The deposits that are raised by organisation directly 
from the public are known as public deposits. Any person who is 
interested in depositing money in an organisation can do so by filling up a 
prescribed form. The organisation in return issues a deposit receipt as 
acknowledgement of the debt. Public deposits can take care of both 
medium and short-term financial requirements of a business. T
are beneficial to both the depositor as well as the organisation because the 
depositor gets higher rate of interest than offered by bank and the cost of 
deposit to the company is less than the cost of borrowing from bank. 
Companies generally in
acceptance of public deposits is regulated by Reserve Bank of India.

2. Commercial banks: commercial banks play a vital role as they provide funds 
for different purposes as well as different time periods. Banks e
firms of all sizes and in many ways like cash credit, overdraft, term loans, 
purchasing and discounting bills, and issue of letter of credit. The loan is repaid 
either in lumpsum or in instalment. Though banks have started extending loans 
for longer period, generally such loans are used for medium to short periods. 
The borrower is required to provide some security or create a charge on the 
assets of the firm before a loan is sanctioned by a commercial bank.

     3. Lease financing: a lease is
owner of an asset grants the other party the right to use the asset in return for a 
periodic payment. In other words, it is a renting of an asset for some specific 
period. The owner of the assets is called as
asset is known as lessee. The lessee pays fixed amount periodically called lease 
rent to the lessor for the use of the asset. The terms and conditions regulating 
the lease arrangements are given in lease contract. At 
period, the asset goes back to the lessor. Lease finance provides important 
means of modernisation and diversification to the firm. While making the 
leasing decisions, the cost of leasing an asset must be compared with cost of 
owing the same.  

Q9. Define MNC. Explain its features?

Ans. Multinational Corporation refers to a corporate giant business firm having 
extended its productive activity in many nations besides its Home country.

FEATURES OF MNCs: 

1. Giant size: The assets and sale o
They operate on large scale as they trade in more than one companies and hence 
generate large wealth. Sometimes their sales turnover exceeds the Gross 
National Product of developing countries.

    
   COMMERCE 

Ans. Medium term sources of finance: 

The deposits that are raised by organisation directly 
from the public are known as public deposits. Any person who is 

ting money in an organisation can do so by filling up a 
prescribed form. The organisation in return issues a deposit receipt as 
acknowledgement of the debt. Public deposits can take care of both 

term financial requirements of a business. T
are beneficial to both the depositor as well as the organisation because the 
depositor gets higher rate of interest than offered by bank and the cost of 
deposit to the company is less than the cost of borrowing from bank. 
Companies generally invite public deposits up to three years. The 
acceptance of public deposits is regulated by Reserve Bank of India.

commercial banks play a vital role as they provide funds 
for different purposes as well as different time periods. Banks extend loans to 
firms of all sizes and in many ways like cash credit, overdraft, term loans, 
purchasing and discounting bills, and issue of letter of credit. The loan is repaid 
either in lumpsum or in instalment. Though banks have started extending loans 

r longer period, generally such loans are used for medium to short periods. 
The borrower is required to provide some security or create a charge on the 
assets of the firm before a loan is sanctioned by a commercial bank. 

a lease is a contractual agreement whereby one party i.e. 
owner of an asset grants the other party the right to use the asset in return for a 
periodic payment. In other words, it is a renting of an asset for some specific 
period. The owner of the assets is called as lessor while the party that uses the 

The lessee pays fixed amount periodically called lease 
rent to the lessor for the use of the asset. The terms and conditions regulating 
the lease arrangements are given in lease contract. At the end of the lease 
period, the asset goes back to the lessor. Lease finance provides important 
means of modernisation and diversification to the firm. While making the 
leasing decisions, the cost of leasing an asset must be compared with cost of 

Q9. Define MNC. Explain its features? 

Ans. Multinational Corporation refers to a corporate giant business firm having 
extended its productive activity in many nations besides its Home country.

The assets and sale of Multinational Corporations are quite large. 
They operate on large scale as they trade in more than one companies and hence 
generate large wealth. Sometimes their sales turnover exceeds the Gross 
National Product of developing countries. 
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The deposits that are raised by organisation directly 
from the public are known as public deposits. Any person who is 

ting money in an organisation can do so by filling up a 
prescribed form. The organisation in return issues a deposit receipt as 
acknowledgement of the debt. Public deposits can take care of both 

term financial requirements of a business. The deposits 
are beneficial to both the depositor as well as the organisation because the 
depositor gets higher rate of interest than offered by bank and the cost of 
deposit to the company is less than the cost of borrowing from bank. 

vite public deposits up to three years. The 
acceptance of public deposits is regulated by Reserve Bank of India. 

commercial banks play a vital role as they provide funds 
xtend loans to 

firms of all sizes and in many ways like cash credit, overdraft, term loans, 
purchasing and discounting bills, and issue of letter of credit. The loan is repaid 
either in lumpsum or in instalment. Though banks have started extending loans 

r longer period, generally such loans are used for medium to short periods. 
The borrower is required to provide some security or create a charge on the 

 

a contractual agreement whereby one party i.e. 
owner of an asset grants the other party the right to use the asset in return for a 
periodic payment. In other words, it is a renting of an asset for some specific 

lessor while the party that uses the 
The lessee pays fixed amount periodically called lease 

rent to the lessor for the use of the asset. The terms and conditions regulating 
the end of the lease 

period, the asset goes back to the lessor. Lease finance provides important 
means of modernisation and diversification to the firm. While making the 
leasing decisions, the cost of leasing an asset must be compared with cost of 

Ans. Multinational Corporation refers to a corporate giant business firm having 
extended its productive activity in many nations besides its Home country. 

f Multinational Corporations are quite large. 
They operate on large scale as they trade in more than one companies and hence 
generate large wealth. Sometimes their sales turnover exceeds the Gross 
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2. International operation: 
factories, offices in several countries. They sell their products in different 
countries. Ex: Coca cola, apple etc. 

3. Professional management:
experts, specialized people. MNCs try to keep their employees updated by 
imparting them training from time to time.

4. Centralized control: The branches are spread over different countries but are 
managed and controlled from the headquarters situated in Home country
branches operate within the framework formed by the Home country.

5.  Oligopolistic power: Oligopoly means power in the hands of few countries 
only. They join hands with big business houses and give rise to monopoly. They 
takeover other firms to acqu

Q10. What are the benefits of E

Ans. E-Business refers to integrating Business tools based on Information and 
communication Technology (ICT) to improve the functioning of the company.

A. BENEFITS TO CUSTOMERS:

1. Shopping at ease: E-Business enables customers to shop 24 hours a day, 
round the year from any location.

2. Wild choice: Customers have more choices and alternative products and 
services. 

3. Price savings: E-Business provides customers with l

4. Exchange of information:
customers and exchange their opinions and experiences on products purchased.

B. BENEFITS TO ORGANISATION: 

1. Reach beyond boundaries:
international markets. 

2. Cost savings: Reduces cost of creating, processing, distributing, storing and 
retrieving information. 

3. Easier capital collection: 
receipt of products and services.

C. BENEFITS TO SOCIETY:
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operation: A Multinational corporation has its branches, 
factories, offices in several countries. They sell their products in different 
countries. Ex: Coca cola, apple etc.  

3. Professional management: Employees of Multinational Corporations are 
pecialized people. MNCs try to keep their employees updated by 

imparting them training from time to time. 

The branches are spread over different countries but are 
managed and controlled from the headquarters situated in Home country
branches operate within the framework formed by the Home country.

Oligopoly means power in the hands of few countries 
only. They join hands with big business houses and give rise to monopoly. They 
takeover other firms to acquire huge power and improve market share.

. What are the benefits of E-Business? 

Business refers to integrating Business tools based on Information and 
communication Technology (ICT) to improve the functioning of the company.

CUSTOMERS: 

Business enables customers to shop 24 hours a day, 
round the year from any location. 

Customers have more choices and alternative products and 

Business provides customers with less expensive products.

4. Exchange of information: it allows customers to interact with other 
customers and exchange their opinions and experiences on products purchased.

B. BENEFITS TO ORGANISATION:  

1. Reach beyond boundaries: It extends market place to national and 

Reduces cost of creating, processing, distributing, storing and 

3. Easier capital collection: Reduces the time between receipt of capital and 
f products and services. 

C. BENEFITS TO SOCIETY: 
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A Multinational corporation has its branches, 
factories, offices in several countries. They sell their products in different 

Employees of Multinational Corporations are 
pecialized people. MNCs try to keep their employees updated by 

The branches are spread over different countries but are 
managed and controlled from the headquarters situated in Home country. All 
branches operate within the framework formed by the Home country. 

Oligopoly means power in the hands of few countries 
only. They join hands with big business houses and give rise to monopoly. They 

ire huge power and improve market share. 

Business refers to integrating Business tools based on Information and 
communication Technology (ICT) to improve the functioning of the company. 

Business enables customers to shop 24 hours a day, 

Customers have more choices and alternative products and 

ess expensive products. 

it allows customers to interact with other 
customers and exchange their opinions and experiences on products purchased. 

It extends market place to national and 

Reduces cost of creating, processing, distributing, storing and 

Reduces the time between receipt of capital and 
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1. Environmental benefits:
less travelling for shopping resulting to less traffic on roads and reduces air 
pollution. 

 2. Public welfare: Allows some merchand
the poor 

Q11].Briefly explain the Registration process of MSME

Ans. The Government has recently enacted the Micro, Small and medium 
Enterprises Development Act,2006 . The act envisages to provide for 
facilitating the promotion, development and enhancing the competitiveness of 
micro, small and medium enterprises.

Registration requirements under the MSMED Act 2006: AS per the avt any 
person intending to establish 

1. A micro or small enterprise, may at his discretion 

2. A medium enterprise engage in providing or rendering of services may, at his 
discretion; or  

3. A medium enterprise engaged  in the manufacture or production of goods  
pertaining to any industry specified in the first schedule to the (Industries 
Development and Regulation Act, 1951)
small or as the case may be of medium enterprise with authority specified by the 
State Government or the Central Government.

Q12]. Explain the scope of E

Ans. Scope of E-Banking: E
(a) Within the organization (b)  business to business dealings (c) business to 
customer transactions 

 (d) customer to customer and (e) customer to business.

The scope of  e-business is discussed in terms o

1. E-Commerce: Transacting or facilitating business through internet is called 
E-commerce. E-commerce revolve around buying and selling online. But the E
Commerce universe contains other types of activities as well. Any form of 
business conducted electronically is E

2. E-Auctioning: The internet enables the people to participate in auction 
without sacrificing their personal time. In E Auctioning the people who want to 
participate in auction, visit the website with a clic
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1. Environmental benefits: Enables individuals to work from home, and to do 
less travelling for shopping resulting to less traffic on roads and reduces air 

Allows some merchandise to be sold for prices benefitting 

Registration process of MSME 

Ans. The Government has recently enacted the Micro, Small and medium 
Enterprises Development Act,2006 . The act envisages to provide for 

romotion, development and enhancing the competitiveness of 
micro, small and medium enterprises. 

Registration requirements under the MSMED Act 2006: AS per the avt any 
person intending to establish  

1. A micro or small enterprise, may at his discretion  

A medium enterprise engage in providing or rendering of services may, at his 

3. A medium enterprise engaged  in the manufacture or production of goods  
pertaining to any industry specified in the first schedule to the (Industries 

t and Regulation Act, 1951) shall file the memorandum of micro, 
small or as the case may be of medium enterprise with authority specified by the 
State Government or the Central Government. 

Q12]. Explain the scope of E-Business. 

E-Banking can be divided into the following areas 
(a) Within the organization (b)  business to business dealings (c) business to 

(d) customer to customer and (e) customer to business.  

business is discussed in terms of the following elements:

Transacting or facilitating business through internet is called 
commerce revolve around buying and selling online. But the E

Commerce universe contains other types of activities as well. Any form of 
siness conducted electronically is E-Commerce.  

Auctioning: The internet enables the people to participate in auction 
without sacrificing their personal time. In E Auctioning the people who want to 
participate in auction, visit the website with a click and go through the details 
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Enables individuals to work from home, and to do 
less travelling for shopping resulting to less traffic on roads and reduces air 

ise to be sold for prices benefitting 

Ans. The Government has recently enacted the Micro, Small and medium 
Enterprises Development Act,2006 . The act envisages to provide for 

romotion, development and enhancing the competitiveness of 

Registration requirements under the MSMED Act 2006: AS per the avt any 

A medium enterprise engage in providing or rendering of services may, at his 

3. A medium enterprise engaged  in the manufacture or production of goods  
pertaining to any industry specified in the first schedule to the (Industries 

shall file the memorandum of micro, 
small or as the case may be of medium enterprise with authority specified by the 

Banking can be divided into the following areas 
(a) Within the organization (b)  business to business dealings (c) business to 

f the following elements: 

Transacting or facilitating business through internet is called 
commerce revolve around buying and selling online. But the E-

Commerce universe contains other types of activities as well. Any form of 

Auctioning: The internet enables the people to participate in auction 
without sacrificing their personal time. In E Auctioning the people who want to 

k and go through the details 
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of goods offered or kept in auction in concerned web pages and participate in 
auction. Ex: Bank Auction Tenders 

3. E-Banking: E- Banking: Electronic Banking is one of the most successful 
online business. E-Banking allows 
execute orders through use of website. Online line banking allows the customers 
to get their money from an Automatic Teller Machine (ATM) instead of 
walking upto the cash desk in bank. The customers can view their acc
transfer funds and can pay bills. Ex: Net banking

4. E-Marketing: Electronic marketing provides a worldwide platform for buying 
and selling og goods without having any geographi
allows companies to react to individual cust
any loss of time. It does not matter where the customer is located. By e
etc.,  E-trading is also known as “online trading” or e
buying and selling in stock exchanges.

Q13]. Nature of Business Finance

Ans. Business Finance is concerned with acquisition and conservation of funds 
to meet financial needs of a concern. Depending upon the nature and purpose 
business finance is classified into fixed capital and working capital. 

Fixed capital: In order to start a business, funds are required to purchase fixed 
assets like land and building, plant and machinery and Furnitures and Fixtures. 
This is known as Fixed Capital. 

Different businesses need different amount of fixed capital d
various factors such as nature of the business, size of the business etc. for 
instance, the need for fixed capital investment would be greater for a large 
business enterprise as compared to that of small business enterprise.

 Working capital: No matter how small or large a business is, it needs funds for 
its day to day operations. This is known as Working capital of an enterprise 
which is used for holding current assets like stock, bills receivable, and for 
meeting expenses like wages, sala
  

Q14] . What are the features of Partnership firm?

Ans. Section 4 of Indian Partnership Act, 1932 
relation between persons who have agreed to share profits of business carried on 
by all or any of them acting for all”. The persons who form partnership are 
individually called as ‘partners’ 
‘partnership firm’. 

FEATURES OF PARTNERSHIP: 
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of goods offered or kept in auction in concerned web pages and participate in 
auction. Ex: Bank Auction Tenders  

Banking: Electronic Banking is one of the most successful 
Banking allows customers to access their accounts and 

execute orders through use of website. Online line banking allows the customers 
to get their money from an Automatic Teller Machine (ATM) instead of 
walking upto the cash desk in bank. The customers can view their acc
transfer funds and can pay bills. Ex: Net banking. 

Marketing: Electronic marketing provides a worldwide platform for buying 
and selling og goods without having any geographical barriers. The internet 

s companies to react to individual customer demands immediately without 
any loss of time. It does not matter where the customer is located. By e

is also known as “online trading” or e- broking It is used for 
buying and selling in stock exchanges. 

Finance  

Ans. Business Finance is concerned with acquisition and conservation of funds 
to meet financial needs of a concern. Depending upon the nature and purpose 
business finance is classified into fixed capital and working capital.  

Fixed capital: In order to start a business, funds are required to purchase fixed 
assets like land and building, plant and machinery and Furnitures and Fixtures. 
This is known as Fixed Capital.  

Different businesses need different amount of fixed capital depending upon 
various factors such as nature of the business, size of the business etc. for 
instance, the need for fixed capital investment would be greater for a large 
business enterprise as compared to that of small business enterprise. 

No matter how small or large a business is, it needs funds for 
its day to day operations. This is known as Working capital of an enterprise 
which is used for holding current assets like stock, bills receivable, and for 
meeting expenses like wages, salaries, taxes, and rent.   

What are the features of Partnership firm? 

Indian Partnership Act, 1932 defines partnership as “the 
relation between persons who have agreed to share profits of business carried on 
by all or any of them acting for all”. The persons who form partnership are 

‘partners’ and collectively called as a ‘firm’ o

FEATURES OF PARTNERSHIP: Following are the features of partnership firm.
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of goods offered or kept in auction in concerned web pages and participate in 

Banking: Electronic Banking is one of the most successful 
customers to access their accounts and 

execute orders through use of website. Online line banking allows the customers 
to get their money from an Automatic Teller Machine (ATM) instead of 
walking upto the cash desk in bank. The customers can view their accounts, 

Marketing: Electronic marketing provides a worldwide platform for buying 
cal barriers. The internet 

demands immediately without 
any loss of time. It does not matter where the customer is located. By e-mails 

broking It is used for 

Ans. Business Finance is concerned with acquisition and conservation of funds 
to meet financial needs of a concern. Depending upon the nature and purpose 

 

Fixed capital: In order to start a business, funds are required to purchase fixed 
assets like land and building, plant and machinery and Furnitures and Fixtures. 

epending upon 
various factors such as nature of the business, size of the business etc. for 
instance, the need for fixed capital investment would be greater for a large 

 

No matter how small or large a business is, it needs funds for 
its day to day operations. This is known as Working capital of an enterprise 
which is used for holding current assets like stock, bills receivable, and for 

  

defines partnership as “the 
relation between persons who have agreed to share profits of business carried on 
by all or any of them acting for all”. The persons who form partnership are 

or 

Following are the features of partnership firm. 
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1. Formation: The partnership form of business is governed by provisions 
of Indian partnership Act, 1932. It comes into existence through a legal 
agreement wherein terms and conditions relating to sharing of profit and 
losses, manner of conducting business are specified. However, two 
people coming together for charita
partnership. 

2. Unlimited liability: The partners of a firm have unlimit
Personal assets of the partners may be used for repaying debts in case if 
the business assets are insufficient. Further all the partners are jointly and 
severally liable for payments of debts.

3. Existence of lawful business:
agreed to share the profits therefrom must be lawful. Any agreement 
involving smuggling, black marketing Etc; cannot be called as 
partnership business in the eyes of law.

4. Mutual agency: There must exist mutual agency relationship between 
partners. Every partner is principal as well as agent of the firm, whenever 
a partner deals with other parties he/she acts as an agent of other partners 
and at the same time other partners become principal.

5. Voluntary registration: 
compulsory but an unregistered firm suffers from some limitations which 
makes it compulsory to be registered

Q15] Differentiate between shares and debentures?

Ans. Difference between shares and debentures:

Shares 
1. A share is a part of owned capital.

2. Shareholders are paid dividends on 
the shares held by them.

3. The rate of dividend depends upon the 
amount of divisible profits and the 
board of directors. 
4. Shareholders have voting rights and 
have control on the management of the 
company. 
5. Shares are not redeemable during the 
life of the company (except for redeemable 
preference shares). 
6. At the time of liquidation of company, 
share capital is payable after all outside 
liabilities are paid off. 
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The partnership form of business is governed by provisions 
of Indian partnership Act, 1932. It comes into existence through a legal 

terms and conditions relating to sharing of profit and 
losses, manner of conducting business are specified. However, two 
people coming together for charitable purpose will not constitut

The partners of a firm have unlimited liability. 
Personal assets of the partners may be used for repaying debts in case if 
the business assets are insufficient. Further all the partners are jointly and 
severally liable for payments of debts. 
Existence of lawful business: The business which the persons have 
agreed to share the profits therefrom must be lawful. Any agreement 
involving smuggling, black marketing Etc; cannot be called as 
partnership business in the eyes of law. 

There must exist mutual agency relationship between 
artners. Every partner is principal as well as agent of the firm, whenever 

a partner deals with other parties he/she acts as an agent of other partners 
and at the same time other partners become principal. 
Voluntary registration: The registration of partnership firm is not 
compulsory but an unregistered firm suffers from some limitations which 
makes it compulsory to be registered 

Differentiate between shares and debentures? 

Ans. Difference between shares and debentures: 

Debentures
part of owned capital. A debenture is an 

acknowledgement of a debt.
Shareholders are paid dividends on 
the shares held by them. 

Debenture holders are paid 
interest on debentures.

The rate of dividend depends upon the 
amount of divisible profits and the policy of 

A fixed rate of interest is paid on 
debentures irrespective of profits 
or losses. 

Shareholders have voting rights and 
have control on the management of the 

Debentures holders are only 
creditors of the company.

s are not redeemable during the 
life of the company (except for redeemable 

Debentures are redeemed after 
certain period. 

At the time of liquidation of company, 
share capital is payable after all outside 

Debentures are payable in 
priority over share capital.
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The partnership form of business is governed by provisions 
of Indian partnership Act, 1932. It comes into existence through a legal 

terms and conditions relating to sharing of profit and 
losses, manner of conducting business are specified. However, two 

ble purpose will not constituta 

ed liability. 
Personal assets of the partners may be used for repaying debts in case if 
the business assets are insufficient. Further all the partners are jointly and 

the persons have 
agreed to share the profits therefrom must be lawful. Any agreement 
involving smuggling, black marketing Etc; cannot be called as 

There must exist mutual agency relationship between 
artners. Every partner is principal as well as agent of the firm, whenever 

a partner deals with other parties he/she acts as an agent of other partners 

rship firm is not 
compulsory but an unregistered firm suffers from some limitations which 

Debentures 

acknowledgement of a debt. 
Debenture holders are paid 
interest on debentures. 
A fixed rate of interest is paid on 
debentures irrespective of profits 

Debentures holders are only 
creditors of the company. 

Debentures are redeemed after 

Debentures are payable in 
priority over share capital. 
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Q16. Define MSMEs and explain the significance and Privileges enjoyed by 
MSMEs? 

Ans. The government has recently Enacted the Micro, Small, and Medium 
Enterprises Development Act, 2006 which received the ascent of President of 
India on 16-06-2006. The act came into force with effect from 02

SIGNIFICANCE OF MSMES: 
(MSMEs) contribute nearly 8% of country’s GDP, 45% of manufacturing 
output and 40% of exports. After agriculture they provide largest share of 
employment. They are widely dispersed across the country and produce 
diversed range of products and services to meet the needs of local market, 
global market, national and international markets.

The Ministry of MSME has undertaken number of programs to help and assist 
entrepreneurs and small businesses. 
CAN BE UNDERSTOOD FROM THE FOLLOWING:

1. 90% of MSMEsin India are unregistered (out of which nearly 80% are 
sole proprietor firms).

2. 40% of exports in India are through MSME channel.
3. 40% of employment opportunity in India is provided by MSME sector.
4. MSMEs provide investment opportunities to entrepreneurs according to 

their class of investment.
5. MSMEs provide a good market for foreign companies to start businesses 

in India. 
PRIVILIGES OFFERED TO MSME
MSME: 

1. Buyer’s liability on timely 
ensures timely receipt of payment for their goods and services by micro 
and small enterprises. It gives an obligation upon buyer of any goods and 
services to make payment to the supplier by specified date as follo

A. When there is an agreement in writing: on or before the date agreed upon 
between them in writing. Further in no case, the period so agreed shall 
exceed 45 days from the date of acceptance.

B. When there is no agreement: before the appointed day, which mea
day following immediately after the expiry of 15 days from the day of 
acceptance or day of deemed acceptance.

The term buyer means a person buying any goods or receiving any services 
from a supplier for consideration. supplier means micro or small e
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Q16. Define MSMEs and explain the significance and Privileges enjoyed by 

Ans. The government has recently Enacted the Micro, Small, and Medium 
Enterprises Development Act, 2006 which received the ascent of President of 

2006. The act came into force with effect from 02-10-

SIGNIFICANCE OF MSMES:  Micro, Small and Medium Enterprises 
(MSMEs) contribute nearly 8% of country’s GDP, 45% of manufacturing 
output and 40% of exports. After agriculture they provide largest share of 
employment. They are widely dispersed across the country and produce 

roducts and services to meet the needs of local market, 
global market, national and international markets.    

The Ministry of MSME has undertaken number of programs to help and assist 
entrepreneurs and small businesses. THE SIGNIFICANCE OF MSMES 

ERSTOOD FROM THE FOLLOWING: 

90% of MSMEsin India are unregistered (out of which nearly 80% are 
sole proprietor firms). 
40% of exports in India are through MSME channel. 
40% of employment opportunity in India is provided by MSME sector.

investment opportunities to entrepreneurs according to 
their class of investment. 
MSMEs provide a good market for foreign companies to start businesses 

PRIVILIGES OFFERED TO MSME: Following are the Privileges on 

Buyer’s liability on timely payment for goods and services: section 15 
ensures timely receipt of payment for their goods and services by micro 
and small enterprises. It gives an obligation upon buyer of any goods and 
services to make payment to the supplier by specified date as follo
When there is an agreement in writing: on or before the date agreed upon 
between them in writing. Further in no case, the period so agreed shall 
exceed 45 days from the date of acceptance. 
When there is no agreement: before the appointed day, which mea
day following immediately after the expiry of 15 days from the day of 
acceptance or day of deemed acceptance. 

The term buyer means a person buying any goods or receiving any services 
from a supplier for consideration. supplier means micro or small enterprise. Day 
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Q16. Define MSMEs and explain the significance and Privileges enjoyed by 

Ans. The government has recently Enacted the Micro, Small, and Medium 
Enterprises Development Act, 2006 which received the ascent of President of 

-2006.  

l and Medium Enterprises 
(MSMEs) contribute nearly 8% of country’s GDP, 45% of manufacturing 
output and 40% of exports. After agriculture they provide largest share of 
employment. They are widely dispersed across the country and produce 

roducts and services to meet the needs of local market, 

The Ministry of MSME has undertaken number of programs to help and assist 
THE SIGNIFICANCE OF MSMES 

90% of MSMEsin India are unregistered (out of which nearly 80% are 

40% of employment opportunity in India is provided by MSME sector. 
investment opportunities to entrepreneurs according to 

MSMEs provide a good market for foreign companies to start businesses 

: Following are the Privileges on 

payment for goods and services: section 15 
ensures timely receipt of payment for their goods and services by micro 
and small enterprises. It gives an obligation upon buyer of any goods and 
services to make payment to the supplier by specified date as follows. 
When there is an agreement in writing: on or before the date agreed upon 
between them in writing. Further in no case, the period so agreed shall 

When there is no agreement: before the appointed day, which means the 
day following immediately after the expiry of 15 days from the day of 

The term buyer means a person buying any goods or receiving any services 
nterprise. Day 
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of acceptance means the day of actual delivery of goods or rendering of 
services. 

2. Interest for delayed payment by buyer: where a buyer fails to make 
payments as required above, he shall be liable to pay interest on 
outstanding amount. The in
from the date immediately following the agreed date and the rate of 
interest payable shall be three times the bank rate and compounded at 
monthly rest. 

3. Reference of disputes: Any disputes relating to amount p
goods or services and any interest thereon may be referred by any party to 
micro and small enterprises facilitation council, which shall conduct 
conciliation in the matter.

Q17]. Explain merits and demerits of MNCs to home countries?

Ans.  Multinational Corporations refers to a corporate giant business firm 
having extended its productive activities in many nations besides its Home 
country. 

MERITS OF MNCs TO HOME COUNTRY: 

1. MNCs create opportunities for marketing the products in the Home co
throughout the world. 

2. They create employment opportunities to the people of Home country both at 
Home and Abroad. 

3. It gives a boost to industrial activities of Home country.

4. MNCs helps to maintain favourable balance of payments of Home countr
the longrun. 

5. Home country can also set the benefits of Foreign culture brought by MNCs.

DISADVANTAGES TO HOME COUNTRY:

1. MNCs transfers capital from Home country to various Host countries causing 
unfavourable balance of payment.

2. MNCs may not create employment opportunities to the people of Home 
country if it adopts geocentric approach.

3. As Investment in foreign countries is more profitable, it may neglect the 
economic and industrial development of Home countries.

Q18]. Explain the merits and 
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of acceptance means the day of actual delivery of goods or rendering of 

Interest for delayed payment by buyer: where a buyer fails to make 
payments as required above, he shall be liable to pay interest on 
outstanding amount. The interest shall be payable for the period of delay 
from the date immediately following the agreed date and the rate of 
interest payable shall be three times the bank rate and compounded at 

Reference of disputes: Any disputes relating to amount payable for any 
goods or services and any interest thereon may be referred by any party to 
micro and small enterprises facilitation council, which shall conduct 
conciliation in the matter. 

. Explain merits and demerits of MNCs to home countries? 

Multinational Corporations refers to a corporate giant business firm 
having extended its productive activities in many nations besides its Home 

MERITS OF MNCs TO HOME COUNTRY:  

1. MNCs create opportunities for marketing the products in the Home co

2. They create employment opportunities to the people of Home country both at 

3. It gives a boost to industrial activities of Home country. 

4. MNCs helps to maintain favourable balance of payments of Home countr

5. Home country can also set the benefits of Foreign culture brought by MNCs.

DISADVANTAGES TO HOME COUNTRY: 

1. MNCs transfers capital from Home country to various Host countries causing 
unfavourable balance of payment. 

eate employment opportunities to the people of Home 
country if it adopts geocentric approach. 

3. As Investment in foreign countries is more profitable, it may neglect the 
economic and industrial development of Home countries. 

. Explain the merits and demerits of MNCs to Host countries?

  
    LAQ 

COMMERCE  - I 

of acceptance means the day of actual delivery of goods or rendering of 

Interest for delayed payment by buyer: where a buyer fails to make 
payments as required above, he shall be liable to pay interest on 

terest shall be payable for the period of delay 
from the date immediately following the agreed date and the rate of 
interest payable shall be three times the bank rate and compounded at 

ayable for any 
goods or services and any interest thereon may be referred by any party to 
micro and small enterprises facilitation council, which shall conduct 

 

Multinational Corporations refers to a corporate giant business firm 
having extended its productive activities in many nations besides its Home 

1. MNCs create opportunities for marketing the products in the Home country 

2. They create employment opportunities to the people of Home country both at 

4. MNCs helps to maintain favourable balance of payments of Home country in 

5. Home country can also set the benefits of Foreign culture brought by MNCs. 

1. MNCs transfers capital from Home country to various Host countries causing 

eate employment opportunities to the people of Home 

3. As Investment in foreign countries is more profitable, it may neglect the 

demerits of MNCs to Host countries? 
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Ans. MNCs helps the Host countries in the following ways:

1. Investment level, employment level, Income level of Host country raise due 
to operation of MNCs  

2. Host country business also gets managerial expertise from M

3. Domestic industries can make use of R&D outcomes of MNCs.

4. Latest technologies from foreign countries can be adopted by Host countries 
through MNCs. 

5. Host countries can reduce imports and increase exports due to goods 
produced by MNCs in Host c
payments. 

DISADVANTAGES OF MNCS TO HOST COUNTRIES:

1. MNCs may transfer technology that has become outdated in the Home 
country. 

2. In order to make profits MNCs may use natural resources of home country 
leading to depletion of natural resources.

3. Large sums of money flows to foreign countries in terms of payment of 
dividend, profits, royalty. 

Q19] What are the different types of Debentures?

Ans. A Company can raise funds through issue of debentures. The debenture
issued by a company is an acknowledgement
certain amount of money which it promises to repay on a future date. 
Debentures has a fixed rate of interest and therefore debenture holders are called 
as creditors of the company.

TYPES OF DEBENTURES: Some important types of debentures are as 
follows: 

1. Mortgage debentures: 
because the payment of interest and the principal amount is secured by 
some charge on any part or whole of the company

2. Simple debentures: These debentures have no charge on the assets of the 
company. They are also called as naked or unsecured debentures. They 
are not secured by any charge or security on any asset of the company.

3. Redeemable debentures: 
a particular period and after the expiry of that period the principal amount 
is returned. For instance, five years, ten years, 15 years maturity period, 
after that the amount of debenture is paid back to the holders.
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Ans. MNCs helps the Host countries in the following ways: 

1. Investment level, employment level, Income level of Host country raise due 

2. Host country business also gets managerial expertise from MNCs. 

3. Domestic industries can make use of R&D outcomes of MNCs. 

4. Latest technologies from foreign countries can be adopted by Host countries 

5. Host countries can reduce imports and increase exports due to goods 
produced by MNCs in Host countries and help in improving balance of 

DISADVANTAGES OF MNCS TO HOST COUNTRIES: 

1. MNCs may transfer technology that has become outdated in the Home 

2. In order to make profits MNCs may use natural resources of home country 
depletion of natural resources. 

3. Large sums of money flows to foreign countries in terms of payment of 

What are the different types of Debentures? 

Ans. A Company can raise funds through issue of debentures. The debenture
acknowledgement that the company has borrowed a 

certain amount of money which it promises to repay on a future date. 
Debentures has a fixed rate of interest and therefore debenture holders are called 

of the company.   

TYPES OF DEBENTURES: Some important types of debentures are as 

Mortgage debentures: They are also known as secured debentures 
because the payment of interest and the principal amount is secured by 
some charge on any part or whole of the company. 

These debentures have no charge on the assets of the 
company. They are also called as naked or unsecured debentures. They 
are not secured by any charge or security on any asset of the company.
Redeemable debentures: These are the debentures which are issued for 
a particular period and after the expiry of that period the principal amount 
is returned. For instance, five years, ten years, 15 years maturity period, 
after that the amount of debenture is paid back to the holders. 
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1. Investment level, employment level, Income level of Host country raise due 

 

4. Latest technologies from foreign countries can be adopted by Host countries 

5. Host countries can reduce imports and increase exports due to goods 
ountries and help in improving balance of 

1. MNCs may transfer technology that has become outdated in the Home 

2. In order to make profits MNCs may use natural resources of home country 

3. Large sums of money flows to foreign countries in terms of payment of 

Ans. A Company can raise funds through issue of debentures. The debentures 
that the company has borrowed a 

certain amount of money which it promises to repay on a future date. 
Debentures has a fixed rate of interest and therefore debenture holders are called 

TYPES OF DEBENTURES: Some important types of debentures are as 

They are also known as secured debentures 
because the payment of interest and the principal amount is secured by 

These debentures have no charge on the assets of the 
company. They are also called as naked or unsecured debentures. They 
are not secured by any charge or security on any asset of the company. 

tures which are issued for 
a particular period and after the expiry of that period the principal amount 
is returned. For instance, five years, ten years, 15 years maturity period, 
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4. Irredeemable debentures: 
winding up of the company. They are not refundable. A company can 
however redeem such debentures whenever it deems fit.

5. Registered debentures: 
of the company. If such debentures are transferred, the name of transferee 
is entered in the register and the name of the original holder is cancelled.

6. Bearer debenture: The debentures which are not recorded in the register 
of debenture holders are known are bea
are transferrable by mere delivery.

7. Convertible debentures:
value of their investments converted into equity shares on a fixed date.

8. Nonconvertible debentures: 
themselves converted into equity shares.

Q20] Explain various kinds of preference shares?

Ans. Different types of preference shares issued by a company are as follows:

1. Cumulative preference shares: 
dividend is accumulated if it is unpaid during a year and are payable with 
dividends in future years.

2. Non-cumulative preference shares: 
shares dividend does not accumulate. If in any particular year dividend is 
not paid then the dividend is lost forever. It is not payable in future years.

3. Participating preference shares:
those preference shares which have a right to participate in the company’s 
surplus after paying dividend to eq
shareholders. 

4. Non-participating preference shares: 
enjoy the right of participating in surplus profits of the company.

5. Convertible preference shares: 
equity shares within a specific period of time.

6. Non-convertible preference shares:
be converted into equity shares.

7. Redeemable preference shares:
shares, the investment on which is to be pa
holders after the completion of a certain time period.

Irredeemable preference shares: 
any fixed period of repayment.

Q21]. Explain the challenges and opportunities of business enterpri
21st century? 

Ans. Opportunities of business enterprises:
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debentures: They are to be paid back only at the time of 
winding up of the company. They are not refundable. A company can 
however redeem such debentures whenever it deems fit. 
Registered debentures: The name of the holders is recorded in the books 

company. If such debentures are transferred, the name of transferee 
is entered in the register and the name of the original holder is cancelled.

The debentures which are not recorded in the register 
of debenture holders are known are bearer debentures. These debentures 
are transferrable by mere delivery. 
Convertible debentures: They carry the option of getting a part or full 
value of their investments converted into equity shares on a fixed date.
Nonconvertible debentures: They do not enjoy any such right to get 
themselves converted into equity shares. 

Q20] Explain various kinds of preference shares? 

Ans. Different types of preference shares issued by a company are as follows:

Cumulative preference shares: Under cumulative preference 
dividend is accumulated if it is unpaid during a year and are payable with 
dividends in future years. 

cumulative preference shares: Under non-cumulative preference 
shares dividend does not accumulate. If in any particular year dividend is 

t paid then the dividend is lost forever. It is not payable in future years.
Participating preference shares: Participating preference shares are 
those preference shares which have a right to participate in the company’s 
surplus after paying dividend to equity shareholders and preference 

participating preference shares: The holder of such share does not 
enjoy the right of participating in surplus profits of the company.
Convertible preference shares: These shares can be converted into 

ty shares within a specific period of time. 
convertible preference shares: These are the shares which cannot 

be converted into equity shares. 
Redeemable preference shares: Redeemable preference shares are the 
shares, the investment on which is to be paid back to the respective 
holders after the completion of a certain time period. 

Irredeemable preference shares: Irredeemable preference shares do not carry 
any fixed period of repayment.  

. Explain the challenges and opportunities of business enterpri

Ans. Opportunities of business enterprises: 
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They are to be paid back only at the time of 
winding up of the company. They are not refundable. A company can 

The name of the holders is recorded in the books 
company. If such debentures are transferred, the name of transferee 

is entered in the register and the name of the original holder is cancelled. 
The debentures which are not recorded in the register 

rer debentures. These debentures 

They carry the option of getting a part or full 
value of their investments converted into equity shares on a fixed date. 

enjoy any such right to get 

Ans. Different types of preference shares issued by a company are as follows: 

Under cumulative preference shares the 
dividend is accumulated if it is unpaid during a year and are payable with 

cumulative preference 
shares dividend does not accumulate. If in any particular year dividend is 

t paid then the dividend is lost forever. It is not payable in future years. 
Participating preference shares are 

those preference shares which have a right to participate in the company’s 
uity shareholders and preference 

The holder of such share does not 
enjoy the right of participating in surplus profits of the company. 

These shares can be converted into 

These are the shares which cannot 

Redeemable preference shares are the 
id back to the respective 

Irredeemable preference shares do not carry 

. Explain the challenges and opportunities of business enterprises in 
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1. LPG: Liberalization, Privatisation and Globalisation have brought in 
structural changes for business enterprises in India. This led to integration of 
Indian economy with world economy, imp
of capital etc., 

2. INCREASE IN SIZE AND DIVERSIFICATION: 
business enterprises are large sized and diversified and are hence able to reduce 
their costs and increase profits.

3. INCREASE IN PERCAPITA INCOME: 
globally for its increased Per capita income. Per capita income measures 
standard of living of the people. As India’s per capita income is increasing its 
business opportunities are also incre

4. E - COMMERCE [AGATE WAY TO GLOBAL MARKET]: 
enterprises across the world are discovering the benefits of E
Improvedcashflow, customer relationship and service satisfaction etc.

5. TECHNOLOGICAL ADVANCEMENTS:
to use ultramodern technology and are able to offer services which are relevant, 
cost effective and compatible with society needs.

6. SCOPE FOR INTERNATIONAL ENTREPRENUERSHIP: 
century business organisations are globalizing their b
manufacturing, service delivery and are exploring more than one country to 
create new products to suit the needs of the customers.

CHALLENGES OF BUSINESS ENTERPRISES:

1. THREAT OF TECHNOLOGY:
great threat to business enterprises especially for small ones in terms of cost and 
time. 

2. GROWING CONSUMER AWARENESS: 
growing about the products and services offered by business. Hence business 
needs to respond to consumer demand to ga
market share. 

3. ECONOMIC RECESSION: 
States and Europe is slowly showing its affects on performance of business in 
other countries also. 

4. FOREIGN EXCHANGE RISK: 
instability in running of the business organization..this is caused by other factors 
such as amount of imports and exports, exchange rates etc.
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Liberalization, Privatisation and Globalisation have brought in 
structural changes for business enterprises in India. This led to integration of 
Indian economy with world economy, improved access to technology, free flow 

2. INCREASE IN SIZE AND DIVERSIFICATION: The 21st century 
business enterprises are large sized and diversified and are hence able to reduce 
their costs and increase profits. 

3. INCREASE IN PERCAPITA INCOME: India is fourth largest economy 
globally for its increased Per capita income. Per capita income measures 
standard of living of the people. As India’s per capita income is increasing its 
business opportunities are also increasing. 

COMMERCE [AGATE WAY TO GLOBAL MARKET]: Business 
enterprises across the world are discovering the benefits of E-commerce such as 
Improvedcashflow, customer relationship and service satisfaction etc.

5. TECHNOLOGICAL ADVANCEMENTS: 21ST Century business are able 
to use ultramodern technology and are able to offer services which are relevant, 
cost effective and compatible with society needs. 

6. SCOPE FOR INTERNATIONAL ENTREPRENUERSHIP: In 21
century business organisations are globalizing their business in terms of 
manufacturing, service delivery and are exploring more than one country to 
create new products to suit the needs of the customers. 

CHALLENGES OF BUSINESS ENTERPRISES: 

1. THREAT OF TECHNOLOGY: Rapid changes in technology have been a 
t threat to business enterprises especially for small ones in terms of cost and 

2. GROWING CONSUMER AWARENESS: Consumer awareness is 
growing about the products and services offered by business. Hence business 
needs to respond to consumer demand to gain consumer and avoid losing their 

3. ECONOMIC RECESSION: Economic recession took place in United 
States and Europe is slowly showing its affects on performance of business in 

4. FOREIGN EXCHANGE RISK: This is another factor causing constant 
instability in running of the business organization..this is caused by other factors 
such as amount of imports and exports, exchange rates etc. 
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Liberalization, Privatisation and Globalisation have brought in 
structural changes for business enterprises in India. This led to integration of 

roved access to technology, free flow 

century 
business enterprises are large sized and diversified and are hence able to reduce 

India is fourth largest economy 
globally for its increased Per capita income. Per capita income measures 
standard of living of the people. As India’s per capita income is increasing its 

Business 
commerce such as 

Improvedcashflow, customer relationship and service satisfaction etc. 

business are able 
to use ultramodern technology and are able to offer services which are relevant, 

In 21st 
usiness in terms of 

manufacturing, service delivery and are exploring more than one country to 

Rapid changes in technology have been a 
t threat to business enterprises especially for small ones in terms of cost and 

Consumer awareness is 
growing about the products and services offered by business. Hence business 

in consumer and avoid losing their 

Economic recession took place in United 
States and Europe is slowly showing its affects on performance of business in 

ctor causing constant 
instability in running of the business organization..this is caused by other factors 
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5. HUMAN RESOURCE CHALLENGE: 
century business is Human Resource finding the right staff, tracing them and 
retaining them are the concerns of HR function.

 

Q22]Differentiate between memorandum of association and articles of 
association? 

Ans. The Memorandum of Association 
is the Charter of the company. It provides the foundation on which the company 
structure is built. The purpose of the memorandum is to enable the shareholders, 
creditors, and those who deal with the company to know what is t
range of activities of the enterprise.

8. Articles of association
management of the company, which are set out in a document is named 
as articles of association. It gives the bye
of the company. It also helps in achieving the objectives specified in 
memorandum of association.

9. Differences between memorandum of association and articles of 
association 

ASPECTS MEMORANDUM OF 
ASSOCIATION (MOA)

SCOPE It is a constitution of the 
company. The company 
works in the framework 
given in the memorandum.

NEED MOA must be prepared by 
all the companies and 
with the registrar.

RELATIONSHIP It defines the relationship 
between the company and 
outside world.

ALTERATION It cannot be changed easily.

PROVISIONS It is sub-
act. The company woks with 
in the legal provisions of 
moa. 

LEGAL Any act of the company 
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5. HUMAN RESOURCE CHALLENGE: One of the biggest challenge in 21
century business is Human Resource finding the right staff, tracing them and 
retaining them are the concerns of HR function. 

Differentiate between memorandum of association and articles of 

The Memorandum of Association is the Constitution of the Company. It 
is the Charter of the company. It provides the foundation on which the company 
structure is built. The purpose of the memorandum is to enable the shareholders, 
creditors, and those who deal with the company to know what is the, permitted 
range of activities of the enterprise. 

Articles of association is the rules and regulations framed for the internal 
management of the company, which are set out in a document is named 
as articles of association. It gives the bye-laws which govern the conduct 
of the company. It also helps in achieving the objectives specified in 
memorandum of association. 
Differences between memorandum of association and articles of 

MEMORANDUM OF 
ASSOCIATION (MOA) 

ARTICLES OF 
ASSOCIATION (AO

It is a constitution of the 
company. The company 
works in the framework 
given in the memorandum. 

The articles contain bye
for the day-to-day working 
of the company as set out in 
the moa. 

MOA must be prepared by 
all the companies and filed 
with the registrar. 

Public companies may not 
have their own articles. They 
can adopt table A of 
schedule I as its articles.

It defines the relationship 
between the company and 
outside world. 

It defines the relationship 
between the compa
the members among 
themselves. 

It cannot be changed easily. It can be altered easily by the 
special resolution of 
shareholders. 

-ordinate only to the 
act. The company woks with 
in the legal provisions of 

It is subordinate to the 
memorandum and companies 
act and cannot contain 
anything contrary to both.

Any act of the company Anything is done beyond the 
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One of the biggest challenge in 21st 
century business is Human Resource finding the right staff, tracing them and 

Differentiate between memorandum of association and articles of 

Constitution of the Company. It 
is the Charter of the company. It provides the foundation on which the company 
structure is built. The purpose of the memorandum is to enable the shareholders, 

he, permitted 

is the rules and regulations framed for the internal 
management of the company, which are set out in a document is named 

vern the conduct 
of the company. It also helps in achieving the objectives specified in 

Differences between memorandum of association and articles of 

ARTICLES OF 
ASSOCIATION (AOA) 

The articles contain bye-laws 
day working 

of the company as set out in 

Public companies may not 
have their own articles. They 
can adopt table A of 
schedule I as its articles. 
It defines the relationship 
between the company and 
the members among 

It can be altered easily by the 
special resolution of 

subordinate to the 
memorandum and companies 
act and cannot contain 
anything contrary to both. 
Anything is done beyond the 



 

AIMSTUTORIAL 

        T.S. Jr  Commerce 

EFFECTS beyond the scope of 
memorandum will become 
void. 

 

Q23]. Explain the objectives of business?

Ans. Objectives of business:
Objectives of business are classified into four categories.

A. Economic objectives: Business is basically an economic activity therefore 
its primary objectives are economic in nature which are as follows.

1. Earning profits: A business is formed for earning some income. it is the 
hope of earning profits that inspires people to start a bu
cannot live without food, a business firm cannot survive without profits 
therefore profits are essential for the survival of business. Profits are also 
necessary for expansion and growth of business.

2. Creating customer: A business
enough customers to buy and pay for his goods and services. The customer is 
the foundation of the business and it is he (customer) who keeps business in 
existence no business can succeed without providing value for 
To earn profits, business must supply good quality goods and services at 
reasonable prices. Therefore creation and satisfaction of customer is an 
important economic objective of business.

3. Innovation: Innovation refers to creation of new 
and experimentation, research and development. Innovation is not confined to 
invention of new machines but also comprises all efforts to make the product 
perfect, minimise the cause and maximise benefits to the customers. Busine
firms invest money, time, and efforts in research and development (R&D) to 
introduce innovation 

B. Social objectives: Business is a part of society. It cannot survive and grow 
without the support of society. Therefore business should discharge its socia
responsibility towards society in addition to earning profits. According to henry 
ford “the primary objective of business should be service and secondary 
objective should be earning of profits.” social objective of business are as 
follows. 

1. Supplying desired goods at reasonable prices:
supply the goods and services required by the society. Goods and services 
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beyond the scope of 
memorandum will become 

scope of the articles will not 
be void and it can be ratified 
by passing a special 
resolution. 

. Explain the objectives of business? 

Objectives of business: Every business enterprise has certain objectives. 
Objectives of business are classified into four categories. 

Business is basically an economic activity therefore 
its primary objectives are economic in nature which are as follows. 

A business is formed for earning some income. it is the 
hope of earning profits that inspires people to start a business just as a person 
cannot live without food, a business firm cannot survive without profits 
therefore profits are essential for the survival of business. Profits are also 
necessary for expansion and growth of business. 

A businessman can earn profits only when there are 
enough customers to buy and pay for his goods and services. The customer is 
the foundation of the business and it is he (customer) who keeps business in 
existence no business can succeed without providing value for customer money. 
To earn profits, business must supply good quality goods and services at 
reasonable prices. Therefore creation and satisfaction of customer is an 
important economic objective of business. 

Innovation refers to creation of new things resulting from study 
and experimentation, research and development. Innovation is not confined to 
invention of new machines but also comprises all efforts to make the product 
perfect, minimise the cause and maximise benefits to the customers. Busine
firms invest money, time, and efforts in research and development (R&D) to 

Business is a part of society. It cannot survive and grow 
without the support of society. Therefore business should discharge its socia
responsibility towards society in addition to earning profits. According to henry 
ford “the primary objective of business should be service and secondary 
objective should be earning of profits.” social objective of business are as 

desired goods at reasonable prices: Business is expected to 
supply the goods and services required by the society. Goods and services 
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scope of the articles will not 
an be ratified 

by passing a special 

Every business enterprise has certain objectives. 

Business is basically an economic activity therefore 

A business is formed for earning some income. it is the 
siness just as a person 

cannot live without food, a business firm cannot survive without profits 
therefore profits are essential for the survival of business. Profits are also 

man can earn profits only when there are 
enough customers to buy and pay for his goods and services. The customer is 
the foundation of the business and it is he (customer) who keeps business in 

customer money. 
To earn profits, business must supply good quality goods and services at 
reasonable prices. Therefore creation and satisfaction of customer is an 

things resulting from study 
and experimentation, research and development. Innovation is not confined to 
invention of new machines but also comprises all efforts to make the product 
perfect, minimise the cause and maximise benefits to the customers. Business 
firms invest money, time, and efforts in research and development (R&D) to 

Business is a part of society. It cannot survive and grow 
without the support of society. Therefore business should discharge its social 
responsibility towards society in addition to earning profits. According to henry 
ford “the primary objective of business should be service and secondary 
objective should be earning of profits.” social objective of business are as 

Business is expected to 
supply the goods and services required by the society. Goods and services 
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should be of good quality and also be supplied at reasonable prices. It is 
also social responsibility of business to avoid
smuggling, black marketing, and misleading advertising.

2. Fair remuneration to employees:
compensation for their work. In addition to wages and salaries a 
reasonable part of profits should be distributed among 
of bonus. Such sharing of profit will help to motivate employees. It is 
also the responsibility of business to provide healthy and safe work 
environment for employees. Employees work day and night for smooth 
functioning of business hence i
good working condition for workers.

3. Employment generation:
employment for the members of the society. In a country like India where 
unemployment has become a serious proble
can provide jobs to all, business should try to provide good employment 
opportunities to society.

4. Social welfare: Business should provide support to social, cultural and 
religious Organisations. business enterprises can build scho
libraries, hospitals, sports bodies, research institutions and dharamshalas 
etc. business can help non governmentorganisations (ngos) like cry (child 
relief and you), help age and others which render services to weaker 
sections of society. 

5. Payment of government dues:
dues (income tax, sales tax, excise duty, customs duty etc) to the 
government honestly and at the right time. These direct and indirect taxes 
provide revenue to the government for spending
Business should also comply with laws of the country.  

C. Human objectives: Business is run by the people and for the people. 
Labour is a valuable human element in business. human objectives of 
business are connected with wellbeing of 
follows: 

1. Labour welfare: Business must recognise dignity of labour and human 
should be given importance necessary facilities should be made for 
health, safety and social security of employees.

2. Developing human resources:
asset of the business and development of human resourceleadst to growth 
of business. This can be done by trading to employees and conducting 
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should be of good quality and also be supplied at reasonable prices. It is 
also social responsibility of business to avoid malpractices like 
smuggling, black marketing, and misleading advertising. 
Fair remuneration to employees: Employees must be given fair 
compensation for their work. In addition to wages and salaries a 
reasonable part of profits should be distributed among employees by way 
of bonus. Such sharing of profit will help to motivate employees. It is 
also the responsibility of business to provide healthy and safe work 
environment for employees. Employees work day and night for smooth 
functioning of business hence it is the duty of the employers to provide 
good working condition for workers. 
Employment generation: Business should provide opportunities for 
employment for the members of the society. In a country like India where 
unemployment has become a serious problem and where no government 
can provide jobs to all, business should try to provide good employment 
opportunities to society. 

Business should provide support to social, cultural and 
religious Organisations. business enterprises can build schools, colleges, 
libraries, hospitals, sports bodies, research institutions and dharamshalas 
etc. business can help non governmentorganisations (ngos) like cry (child 
relief and you), help age and others which render services to weaker 

ayment of government dues: Every business enterprise should pay tax 
dues (income tax, sales tax, excise duty, customs duty etc) to the 
government honestly and at the right time. These direct and indirect taxes 
provide revenue to the government for spending on public welfare. 
Business should also comply with laws of the country.   

Business is run by the people and for the people. 
Labour is a valuable human element in business. human objectives of 
business are connected with wellbeing of labour and are discussed as 

Business must recognise dignity of labour and human 
should be given importance necessary facilities should be made for 
health, safety and social security of employees. 
Developing human resources: Human resource is the most valuable 
asset of the business and development of human resourceleadst to growth 
of business. This can be done by trading to employees and conducting 
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should be of good quality and also be supplied at reasonable prices. It is 
malpractices like 

Employees must be given fair 
compensation for their work. In addition to wages and salaries a 

employees by way 
of bonus. Such sharing of profit will help to motivate employees. It is 
also the responsibility of business to provide healthy and safe work 
environment for employees. Employees work day and night for smooth 

t is the duty of the employers to provide 

Business should provide opportunities for 
employment for the members of the society. In a country like India where 

m and where no government 
can provide jobs to all, business should try to provide good employment 

Business should provide support to social, cultural and 
ols, colleges, 

libraries, hospitals, sports bodies, research institutions and dharamshalas 
etc. business can help non governmentorganisations (ngos) like cry (child 
relief and you), help age and others which render services to weaker 

Every business enterprise should pay tax 
dues (income tax, sales tax, excise duty, customs duty etc) to the 
government honestly and at the right time. These direct and indirect taxes 

on public welfare. 

Business is run by the people and for the people. 
Labour is a valuable human element in business. human objectives of 

labour and are discussed as 

Business must recognise dignity of labour and human 
should be given importance necessary facilities should be made for 

Human resource is the most valuable 
asset of the business and development of human resourceleadst to growth 
of business. This can be done by trading to employees and conducting 
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workshops on skill development and attitude. Development of skilled 
man power is necessary for economic development of the country.

3. Participative management:
decision making process of business, this will help in development of 
employees. 

4. Labour management co operation:
and maintaining cordial employer
peace and progress in industry.

D. National objectives:1.
should use nations resources in best possible manner. Wastage of scarce
resources is a loss not only to business but also to the nation. Business 
should produce goods in accordance with national priorities and should 
minimise wastage of scarce natural resources

2. National self – reliance
government for increasing exports and to decrease dependence on imports. 
This will help a country to achieve economic independence.

3. Development of small scale industries:
to encourage growth of small scale industr
generating employment. Small scale firms can be developed as ancillaries 
which provide inputs to large scale industries.

4. Development of backward areas:
preference to industrialisation of backward 
regional development is necessary for peace and progress of the country. 
This will also help to raise standard of living in backward areas. Government 
also offers special incentives to businessmen who setup factories in not
backward areas. 

Q24] Explain classification of sources of business finance.

Ans. Classification of sources of funds: in case of sole proprietorship and 
partnership concern, funds can be raised either from personal sources or 
borrowings from bankers or financial institutions. in case of a company 
different sources of business finance are available in the market on the basis of 
period, on the basis of ownership, and on the basis of generation.

1. On the basis of period: sources of funds are classified into
under basis of period. long term finance, medium term finance, and short
term finance. 

A. Long term finance: the long
of an enterprise for a period exceeding five years and includes sources such as 
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workshops on skill development and attitude. Development of skilled 
is necessary for economic development of the country.

Participative management: Employees should be allowed to take part in 
decision making process of business, this will help in development of 

Labour management co operation: Business should strive for creating 
and maintaining cordial employer-employee relations so as to ensure 
peace and progress in industry. 

1.Optimum utilisation of resources: Business 
should use nations resources in best possible manner. Wastage of scarce
resources is a loss not only to business but also to the nation. Business 
should produce goods in accordance with national priorities and should 
minimise wastage of scarce natural resources. 

reliance: It is the duty of the business to help the 
government for increasing exports and to decrease dependence on imports. 
This will help a country to achieve economic independence. 

3. Development of small scale industries: Big business firms are expected 
to encourage growth of small scale industries which are necessary for 
generating employment. Small scale firms can be developed as ancillaries 
which provide inputs to large scale industries. 

4. Development of backward areas: Business is expected to give 
preference to industrialisation of backward regions of the country. Balanced 
regional development is necessary for peace and progress of the country. 
This will also help to raise standard of living in backward areas. Government 
also offers special incentives to businessmen who setup factories in not

Q24] Explain classification of sources of business finance. 

Ans. Classification of sources of funds: in case of sole proprietorship and 
partnership concern, funds can be raised either from personal sources or 

r financial institutions. in case of a company 
different sources of business finance are available in the market on the basis of 
period, on the basis of ownership, and on the basis of generation. 

On the basis of period: sources of funds are classified into three ways 
under basis of period. long term finance, medium term finance, and short

Long term finance: the long-term sources fulfil the financial requirements 
of an enterprise for a period exceeding five years and includes sources such as 
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workshops on skill development and attitude. Development of skilled 
is necessary for economic development of the country. 

Employees should be allowed to take part in 
decision making process of business, this will help in development of 

ive for creating 
employee relations so as to ensure 

Business 
should use nations resources in best possible manner. Wastage of scarce 
resources is a loss not only to business but also to the nation. Business 
should produce goods in accordance with national priorities and should 

elp the 
government for increasing exports and to decrease dependence on imports. 

Big business firms are expected 
ies which are necessary for 

generating employment. Small scale firms can be developed as ancillaries 

Business is expected to give 
regions of the country. Balanced 

regional development is necessary for peace and progress of the country. 
This will also help to raise standard of living in backward areas. Government 
also offers special incentives to businessmen who setup factories in notified 

Ans. Classification of sources of funds: in case of sole proprietorship and 
partnership concern, funds can be raised either from personal sources or 

r financial institutions. in case of a company 
different sources of business finance are available in the market on the basis of 

three ways 
under basis of period. long term finance, medium term finance, and short-

term sources fulfil the financial requirements 
of an enterprise for a period exceeding five years and includes sources such as 
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shares and debentures, long term borrowings and loans from financial 
institutions.   
Such financing is generally required for acquisition of fixed assets such as land 
and building, plant and machinery etc.
B. Medium term finance: where the funds are required 
than one year and less than a period of five years medium term sources of 
finance are used. these sources include borrowings from commercial banks, 
public deposits, lease financing, and loans from financial institutions.
C. Short term finance: short term funds are those which are required for a 
short duration that is a period not exceeding one year. trade credit loan from 
commercial banks, bank overdraft, cash credit, and commercial papers are some 
of the examples of short-term finance.
2. On the basis of ownership: on the basis of ownership, the sources of 
finance can be classified into Owners funds and borrowed funds. Owners funds 
means funds that are provided by the owner of an enterprise which may be a 
sole trader or partners or shareholde
includes profits reinvested into the business. the owners fund remains invested 
into the business for a long duration and is not required to be refunded during 
the life period of the business. it is the only bas
right to control of management. issue of equity shares and retained earnings are 
the two important sources from which owners fund can be obtained.
     
borrowed funds are referred to those funds rais
the sources of raising borrowed funds include loans from commercial banks, 
loans from financial institutions, issue of debentures, public deposits, and trade 
credit. 
3.On the basis of generation: finances can be generated fr
external sources. internal sources of funds are those that are generated from 
within the business such as ploughing back of profits, retained earnings, 
collection of receivables, disposing of surplus inventories etc.

External sources of funds include those sources which lie outside an 
organisation such as shares, debentures, public deposits, suppliers, lenders, 
investors, borrowing from commercial banks and financial institutions

Q25].  Discuss social responsibility of business?

Ans. Necessity of social responsibility of business:
within a society. It uses resources of society and depends on society for its 
functioning. This creates an obligation on the part of business to look after 
welfare of society. Therefore, all activities of business should be such that they 
will not harm, rather will protect and contribute to welfare of the society.
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ares and debentures, long term borrowings and loans from financial 

Such financing is generally required for acquisition of fixed assets such as land 
and building, plant and machinery etc. 

Medium term finance: where the funds are required for a period of more 
than one year and less than a period of five years medium term sources of 
finance are used. these sources include borrowings from commercial banks, 
public deposits, lease financing, and loans from financial institutions.

ance: short term funds are those which are required for a 
short duration that is a period not exceeding one year. trade credit loan from 
commercial banks, bank overdraft, cash credit, and commercial papers are some 

term finance. 
the basis of ownership: on the basis of ownership, the sources of 

finance can be classified into Owners funds and borrowed funds. Owners funds 
means funds that are provided by the owner of an enterprise which may be a 
sole trader or partners or shareholders of a company. apart from capital, it also 
includes profits reinvested into the business. the owners fund remains invested 
into the business for a long duration and is not required to be refunded during 
the life period of the business. it is the only basis on which owners acquire their 
right to control of management. issue of equity shares and retained earnings are 
the two important sources from which owners fund can be obtained. 

     On the other hand, 
borrowed funds are referred to those funds raised through loans or borrowings. 
the sources of raising borrowed funds include loans from commercial banks, 
loans from financial institutions, issue of debentures, public deposits, and trade 

3.On the basis of generation: finances can be generated from internal and 
external sources. internal sources of funds are those that are generated from 
within the business such as ploughing back of profits, retained earnings, 
collection of receivables, disposing of surplus inventories etc.  

funds include those sources which lie outside an 
organisation such as shares, debentures, public deposits, suppliers, lenders, 
investors, borrowing from commercial banks and financial institutions

Discuss social responsibility of business? 

Necessity of social responsibility of business: Every business operates 
within a society. It uses resources of society and depends on society for its 
functioning. This creates an obligation on the part of business to look after 

e, all activities of business should be such that they 
will not harm, rather will protect and contribute to welfare of the society.
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ares and debentures, long term borrowings and loans from financial 

Such financing is generally required for acquisition of fixed assets such as land 

for a period of more 
than one year and less than a period of five years medium term sources of 
finance are used. these sources include borrowings from commercial banks, 
public deposits, lease financing, and loans from financial institutions. 

ance: short term funds are those which are required for a 
short duration that is a period not exceeding one year. trade credit loan from 
commercial banks, bank overdraft, cash credit, and commercial papers are some 

the basis of ownership: on the basis of ownership, the sources of 
finance can be classified into Owners funds and borrowed funds. Owners funds 
means funds that are provided by the owner of an enterprise which may be a 

rs of a company. apart from capital, it also 
includes profits reinvested into the business. the owners fund remains invested 
into the business for a long duration and is not required to be refunded during 

is on which owners acquire their 
right to control of management. issue of equity shares and retained earnings are 

  
On the other hand, 

ed through loans or borrowings. 
the sources of raising borrowed funds include loans from commercial banks, 
loans from financial institutions, issue of debentures, public deposits, and trade 

om internal and 
external sources. internal sources of funds are those that are generated from 
within the business such as ploughing back of profits, retained earnings, 

   

organisation such as shares, debentures, public deposits, suppliers, lenders, 
investors, borrowing from commercial banks and financial institutions 

Every business operates 
within a society. It uses resources of society and depends on society for its 
functioning. This creates an obligation on the part of business to look after 

e, all activities of business should be such that they 
will not harm, rather will protect and contribute to welfare of the society. 
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For example, every business must ensure a satisfactory rate of return to 
investors, provide good salary, security and proper
employees, making available quality goods at reasonable prices etc. 

Thus, the concept of social responsibility discourages businessmen from 
adopting unfair means like black marketing, smuggling, adulteration, tax 
evasion and cheating customer etc to earn profits. Instead it encourages them to 
earn profits by providing quality products, after sales services etc to its 
customers and also to control pollution and conserve natural resources.

Responsibilities towards different interest gro
interacts with owners, investors, employees, suppliers, customers, government 
and society. They are called as interest group because by each and every activity 
of business interest of these groups is affected directly or indirec
are the responsibilities of business towards interest groups:

1. Responsibility towards owners:
business. They contribute capital and bear risk. the responsibilities of 
business towards owner are:

A. run the business efficiently
B. proper use of capital and other resources
C. growth and appreciation of capital
D. regular and fair return on capital invested by way of dividends
2. Responsibility towards employees:
the benefit of business. So, it is the prime responsibility of business to take care 
of their employees. the responsibilities of business towards employee are:
A. Timely payment of wages and salaries
B. Proper working conditi
C. Opportunities for better career
D. Job security as well as social security like provident fund, group 
insurance, pension, retirement benefits etc.

      3. Responsibility towards suppliers:
materials and other items requi
business towards supplier are:

A. To give quality goods at reasonable price

B. Dealing on fair terms and conditions.

C. Availing reasonable credit period.

D. Timely payment of dues.

4. Responsibility towards cu
customers. The responsibilities of business towards customers are:

 A. Quality products and services
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For example, every business must ensure a satisfactory rate of return to 
investors, provide good salary, security and proper working condition to 
employees, making available quality goods at reasonable prices etc.  

Thus, the concept of social responsibility discourages businessmen from 
adopting unfair means like black marketing, smuggling, adulteration, tax 

customer etc to earn profits. Instead it encourages them to 
earn profits by providing quality products, after sales services etc to its 
customers and also to control pollution and conserve natural resources.

Responsibilities towards different interest groups: The business generally 
interacts with owners, investors, employees, suppliers, customers, government 
and society. They are called as interest group because by each and every activity 
of business interest of these groups is affected directly or indirectly. Following 
are the responsibilities of business towards interest groups: 

Responsibility towards owners: Owners are the persons who owns the 
business. They contribute capital and bear risk. the responsibilities of 
business towards owner are: 

iness efficiently 
proper use of capital and other resources 
growth and appreciation of capital 
regular and fair return on capital invested by way of dividends 
Responsibility towards employees: Employees put their best effort for 

the benefit of business. So, it is the prime responsibility of business to take care 
of their employees. the responsibilities of business towards employee are:

Timely payment of wages and salaries 
Proper working condition 
Opportunities for better career 
Job security as well as social security like provident fund, group 

insurance, pension, retirement benefits etc. 

3. Responsibility towards suppliers: Suppliers are those who supply raw 
materials and other items required by manufacturers. The responsibilities of 
business towards supplier are: 

A. To give quality goods at reasonable price 

B. Dealing on fair terms and conditions. 

C. Availing reasonable credit period. 

D. Timely payment of dues. 

4. Responsibility towards customers: No business can survive without 
customers. The responsibilities of business towards customers are: 

A. Quality products and services 
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For example, every business must ensure a satisfactory rate of return to 
working condition to 

 

Thus, the concept of social responsibility discourages businessmen from 
adopting unfair means like black marketing, smuggling, adulteration, tax 

customer etc to earn profits. Instead it encourages them to 
earn profits by providing quality products, after sales services etc to its 
customers and also to control pollution and conserve natural resources. 

The business generally 
interacts with owners, investors, employees, suppliers, customers, government 
and society. They are called as interest group because by each and every activity 

tly. Following 

Owners are the persons who owns the 
business. They contribute capital and bear risk. the responsibilities of 

 
Employees put their best effort for 

the benefit of business. So, it is the prime responsibility of business to take care 
of their employees. the responsibilities of business towards employee are: 

Job security as well as social security like provident fund, group 

Suppliers are those who supply raw 
red by manufacturers. The responsibilities of 

No business can survive without 



 

AIMSTUTORIAL 

        T.S. Jr  Commerce 

B. To deliver goods within stipulated time.

C. Reasonable price. 

D. After sale services. 

E. Complaints and grievances of customers must be settled quickly

F. Unfair means like under weighing must be avoided.

5. Responsibility towards government:
regulations framed by government. The responsibilities of business towards 
government are: 

A. Setting up units as per guide lines of government
B. Payment of fees, duties and taxes regularly and honestly
C. Confirm to control pollution norms set up by government
D. Not to indulge in corruption through bribing and other unlawful activities.

6. Responsibility towards society: 
families etc. they are all member of society and therefore a direct or indirect 
relationship exist in between business and members of society. The 
responsibilities of business towar

A. To help weak and backward sections of society
B. To preserve and promote social and cultural values
C. To generate employment
D. To protect environment
E. To save natural resources and wild life
F. To promote sports and culture.

Q26] What are the various 

Ans. Trade is a branch of commerce.
An individual who does trade is called a trader. Trader transfers the goods from 
the producer to the customer. He earns profit from this activity.

Trade may be classified into 

Home trade may further be sub
Similarly Foreign trade may be sub
trade .  

  

   very short answer question

Q1] Define Business. 
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B. To deliver goods within stipulated time. 

ces of customers must be settled quickly 

F. Unfair means like under weighing must be avoided. 

5. Responsibility towards government: Business is governed by rules and 
regulations framed by government. The responsibilities of business towards 

Setting up units as per guide lines of government 
Payment of fees, duties and taxes regularly and honestly 
Confirm to control pollution norms set up by government 
Not to indulge in corruption through bribing and other unlawful activities.

6. Responsibility towards society: Society consist of individuals, groups, 
families etc. they are all member of society and therefore a direct or indirect 
relationship exist in between business and members of society. The 
responsibilities of business towards society are: 

To help weak and backward sections of society 
To preserve and promote social and cultural values 
To generate employment 
To protect environment 
To save natural resources and wild life 
To promote sports and culture. 

Q26] What are the various types of Trade? 

Ans. Trade is a branch of commerce. It connects buying and selling activities. 
An individual who does trade is called a trader. Trader transfers the goods from 
the producer to the customer. He earns profit from this activity. 

Trade may be classified into (A) Home trade (B) Foreign trade. 

Home trade may further be sub-divided into wholesale trade and retail trade. 
Similarly Foreign trade may be sub-divided into import, export and entrepot 

very short answer questions 
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Business is governed by rules and 
regulations framed by government. The responsibilities of business towards 

Not to indulge in corruption through bribing and other unlawful activities. 

Society consist of individuals, groups, 
families etc. they are all member of society and therefore a direct or indirect 

It connects buying and selling activities. 
An individual who does trade is called a trader. Trader transfers the goods from 

divided into wholesale trade and retail trade. 
divided into import, export and entrepot 
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Ans. Definition of business: According to L.H. Haney, business can be defined 
as a “human activity directed towards producing or acquiring wealth through 
buying and selling of goods.” 
economic activity which involves regular exchange of goods or services for a 
price with an objective of earning profits and acquiring wealth by satisfying 
human wants. 

Q2] Define Profession. 

Ans. Profession: Profession is an occupation requiring specialize
other words, profession refers “to a body of people in a learned occupation.” 

                              For example, a lawyer is engaged in legal advisory services for a 
fee. Similarly, a doctor treats patients and chartered accountant
to his clients like auditing, tax planning, financial planning etc. for which he 
gets paid. 

Q3] Define employment. 

Ans. Employment: An employment is a contract of service. A person who 
works under the contract for a salary is called as 
who has given the job to employee is called “employer”. An employee works as 
per the rules made by employer. The relationship between employer and 
employee is that of master and servant.

Q4 a] Karta. 

Ans. Karta: In Joint Hindu Fam
three successive generations own the business jointly and wherein all the 
management vests in the hands of senior most member of the family (the head 
of the family) such head of the family is known as “Karta”.
business as per his will, he cannot be questioned by any other family member.

Q4 b] Coparceners: The other members of Joint Hindu Family are called as “co
parceners”. all of them have equal ownership right over properties of business. 
If they are not satisfied with the decisions of Karta, the only remedy available to 
them is to get dissolved HUF status by mutual agreement.

Q5] Government company. 

Ans. Government company: Any company in which not less than 51 percent of 
the paid-up share capital is held by the central government and or by any state 
government or state governments is called a government company. ONGC, 
NTPC are the example of government companies.

Q6] Define MOA. 

Ans. The Memorandum of Association is the constitution of the company. It is 
the charter of the company. As per section 2 (28) of the Companies Act defines 
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Ans. Definition of business: According to L.H. Haney, business can be defined 
as a “human activity directed towards producing or acquiring wealth through 
buying and selling of goods.”  Therefore, business can be defined as an 
economic activity which involves regular exchange of goods or services for a 
price with an objective of earning profits and acquiring wealth by satisfying 

Ans. Profession: Profession is an occupation requiring specialized education. In 
other words, profession refers “to a body of people in a learned occupation.” 

For example, a lawyer is engaged in legal advisory services for a 
fee. Similarly, a doctor treats patients and chartered accountant renders services 
to his clients like auditing, tax planning, financial planning etc. for which he 

Ans. Employment: An employment is a contract of service. A person who 
works under the contract for a salary is called as “employee” and the person 
who has given the job to employee is called “employer”. An employee works as 
per the rules made by employer. The relationship between employer and 
employee is that of master and servant. 

Ans. Karta: In Joint Hindu Family (JHF) business, where in family members of 
three successive generations own the business jointly and wherein all the 
management vests in the hands of senior most member of the family (the head 
of the family) such head of the family is known as “Karta”. He can manage 
business as per his will, he cannot be questioned by any other family member.

Q4 b] Coparceners: The other members of Joint Hindu Family are called as “co
parceners”. all of them have equal ownership right over properties of business. 

y are not satisfied with the decisions of Karta, the only remedy available to 
them is to get dissolved HUF status by mutual agreement.  

 

Ans. Government company: Any company in which not less than 51 percent of 
tal is held by the central government and or by any state 

government or state governments is called a government company. ONGC, 
NTPC are the example of government companies. 

Ans. The Memorandum of Association is the constitution of the company. It is 
the charter of the company. As per section 2 (28) of the Companies Act defines 
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Ans. Definition of business: According to L.H. Haney, business can be defined 
as a “human activity directed towards producing or acquiring wealth through 

Therefore, business can be defined as an 
economic activity which involves regular exchange of goods or services for a 
price with an objective of earning profits and acquiring wealth by satisfying 

d education. In 
other words, profession refers “to a body of people in a learned occupation.”  

For example, a lawyer is engaged in legal advisory services for a 
renders services 

to his clients like auditing, tax planning, financial planning etc. for which he 

Ans. Employment: An employment is a contract of service. A person who 
“employee” and the person 

who has given the job to employee is called “employer”. An employee works as 
per the rules made by employer. The relationship between employer and 

ily (JHF) business, where in family members of 
three successive generations own the business jointly and wherein all the 
management vests in the hands of senior most member of the family (the head 

He can manage 
business as per his will, he cannot be questioned by any other family member. 

Q4 b] Coparceners: The other members of Joint Hindu Family are called as “co-
parceners”. all of them have equal ownership right over properties of business. 

y are not satisfied with the decisions of Karta, the only remedy available to 

Ans. Government company: Any company in which not less than 51 percent of 
tal is held by the central government and or by any state 

government or state governments is called a government company. ONGC, 

Ans. The Memorandum of Association is the constitution of the company. It is 
the charter of the company. As per section 2 (28) of the Companies Act defines 
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a memorandum as “the memorandum of association of a company as originally 
framed or as altered from time to time in pursuance of any previous company 
laws or of this act”.  

The memorandum of association must be signed by at least seven members in 
case of a public limited company and two members in case of a private limited 
company. It is the basic document of the company. It cannot be changed easily. 
So, it should be prepared very carefully.

Q7a] Fixed capital. 

Ans. Fixed capital: In order to start a business, funds are required to purchase 
fixed assets like land and building, plant and machinery and F
Fixtures. This is known as Fixed Capital. 

Different businesses need different amount of fixed capital depending upon 
various factors such as nature of the business, size of the business etc. for 
instance, the need for fixed capital investmen
business enterprise as compared to that of small business enterprise.

Q7 b] working capital. 

Ans. Working capital: No matter how small or large a business is, it needs funds 
for its day to day operations. This is known as Wor
which is used for holding current assets like stock, bills receivable, and for 
meeting expenses like wages, 
   The amount of working capital required varies from one 
business enterprise to another
business unit selling goods on credit or having low sales turnover would require 
more working capital as compared to a concern selling its goods and services on 
cash basis or having a high turnover.

Q8] Certificate of Commencement of Business.

Ans. Certificate of Commencement of Business: A public limited company 
cannot commence (start) its business unless it has received the certificate of 
commencement of business. This certificate is not necessary for priv
company. The registrar of company issues this certificate only when all the legal 
documents are submitted and it is issued only on the confirmation of collection 
of minimum subscription. 

Q9] Retained earnings. 

Ans. Retained earnings: A company generally does not distribute all of its 
earnings amongst the shareholders as dividends. A portion of the net earnings 
may be retained into the business for use in future. This is known as retained 
earnings. It is a source of internal financing or self
of profits. 
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a memorandum as “the memorandum of association of a company as originally 
time to time in pursuance of any previous company 
    

The memorandum of association must be signed by at least seven members in 
case of a public limited company and two members in case of a private limited 

ument of the company. It cannot be changed easily. 
So, it should be prepared very carefully. 

Ans. Fixed capital: In order to start a business, funds are required to purchase 
fixed assets like land and building, plant and machinery and Furnitures and 
Fixtures. This is known as Fixed Capital.  

Different businesses need different amount of fixed capital depending upon 
various factors such as nature of the business, size of the business etc. for 
instance, the need for fixed capital investment would be greater for a large 
business enterprise as compared to that of small business enterprise. 

Ans. Working capital: No matter how small or large a business is, it needs funds 
for its day to day operations. This is known as Working capital of an enterprise 
which is used for holding current assets like stock, bills receivable, and for 
meeting expenses like wages, salaries, taxes, and rent.   

The amount of working capital required varies from one 
business enterprise to another depending upon various factors. for instance, a 
business unit selling goods on credit or having low sales turnover would require 
more working capital as compared to a concern selling its goods and services on 
cash basis or having a high turnover.  

tificate of Commencement of Business. 

Ans. Certificate of Commencement of Business: A public limited company 
cannot commence (start) its business unless it has received the certificate of 
commencement of business. This certificate is not necessary for private limited 
company. The registrar of company issues this certificate only when all the legal 
documents are submitted and it is issued only on the confirmation of collection 

Ans. Retained earnings: A company generally does not distribute all of its 
earnings amongst the shareholders as dividends. A portion of the net earnings 
may be retained into the business for use in future. This is known as retained 

of internal financing or self-financing or ploughing back 
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a memorandum as “the memorandum of association of a company as originally 
time to time in pursuance of any previous company 

The memorandum of association must be signed by at least seven members in 
case of a public limited company and two members in case of a private limited 

ument of the company. It cannot be changed easily. 

Ans. Fixed capital: In order to start a business, funds are required to purchase 
urnitures and 

Different businesses need different amount of fixed capital depending upon 
various factors such as nature of the business, size of the business etc. for 

t would be greater for a large 
 

Ans. Working capital: No matter how small or large a business is, it needs funds 
king capital of an enterprise 

which is used for holding current assets like stock, bills receivable, and for 
  

The amount of working capital required varies from one 
depending upon various factors. for instance, a 

business unit selling goods on credit or having low sales turnover would require 
more working capital as compared to a concern selling its goods and services on 

Ans. Certificate of Commencement of Business: A public limited company 
cannot commence (start) its business unless it has received the certificate of 

ate limited 
company. The registrar of company issues this certificate only when all the legal 
documents are submitted and it is issued only on the confirmation of collection 

Ans. Retained earnings: A company generally does not distribute all of its 
earnings amongst the shareholders as dividends. A portion of the net earnings 
may be retained into the business for use in future. This is known as retained 

financing or ploughing back 
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 Q10]. Micro Enterprises/ Service Enterprises.

Ans A micro enterprise is manufacturing sector where investment in plant and 
machinery does not exceed Rs.25 lakhs. In service enterprise 
not exceed Rs 10 lakhs.  

Q11]. E-Business 

Ans. The term E-Business was first used by IBM in 1997. It defined E
as “ The transformation of key business processes
technology.” E-Business is defined as the 
communication technologies, which supports all the activities of Businesss with 
customers. It also enables enterprises to link their internal and external data 
processing system more efficiently
expectations of their customers.

Q12]. E-Commerce 

Ans. Transacting or facilitating business through internet is called E
E-commerce revolve around buying and selling online. But the E
universe contains other types of activities as we
conducted electronically is E

 Q13] Partnership deed. 

Ans. Partnership deed is a document containing terms and conditions of 
partnership. it is an agreement in writing signed by all partners duly stamped 
and registered. the partnership deed defines certain rights, duties, and 
obligations of partners and governs relations among them. It’s not a public 
document. the partnership deed must not contain any term which is contrary to 
the provisions of partnership act. the deed h
Indian stamps act 1899. each partner should have a copy of the partnership 
deed. following are some of the points included in the deed:

1. Name of the firm       2. Name and address of the partners
 

      3. Nature of the business 4. Location of the business
1. Duration of partnership, if decided etc.

 
Q14] Active partners or working partners: 
Ans. The partners who actively participate in day to day affairs of the business 
are known as active partners or working partners.

Q15] Commerce. 
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. Micro Enterprises/ Service Enterprises. 

Ans A micro enterprise is manufacturing sector where investment in plant and 
machinery does not exceed Rs.25 lakhs. In service enterprise investment does 

was first used by IBM in 1997. It defined E
as “ The transformation of key business processes through the use of internet 

Business is defined as the application of information and 
communication technologies, which supports all the activities of Businesss with 
customers. It also enables enterprises to link their internal and external data 
processing system more efficiently and serve better to the needs and 
expectations of their customers. 

Ans. Transacting or facilitating business through internet is called E-
commerce revolve around buying and selling online. But the E-Commerce 

universe contains other types of activities as well. Any form of business 
conducted electronically is E-Commerce. 

Ans. Partnership deed is a document containing terms and conditions of 
partnership. it is an agreement in writing signed by all partners duly stamped 

the partnership deed defines certain rights, duties, and 
obligations of partners and governs relations among them. It’s not a public 
document. the partnership deed must not contain any term which is contrary to 
the provisions of partnership act. the deed has to be stamped in accordance with 
Indian stamps act 1899. each partner should have a copy of the partnership 
deed. following are some of the points included in the deed: 

Name of the firm       2. Name and address of the partners 

usiness 4. Location of the business 
Duration of partnership, if decided etc. 

Active partners or working partners:  
Ans. The partners who actively participate in day to day affairs of the business 
are known as active partners or working partners. 
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Ans A micro enterprise is manufacturing sector where investment in plant and 
investment does 

was first used by IBM in 1997. It defined E-Business 
through the use of internet 

application of information and 
communication technologies, which supports all the activities of Businesss with 
customers. It also enables enterprises to link their internal and external data 

-commerce. 
Commerce 

ll. Any form of business 

Ans. Partnership deed is a document containing terms and conditions of 
partnership. it is an agreement in writing signed by all partners duly stamped 

the partnership deed defines certain rights, duties, and 
obligations of partners and governs relations among them. It’s not a public 
document. the partnership deed must not contain any term which is contrary to 

as to be stamped in accordance with 
Indian stamps act 1899. each partner should have a copy of the partnership 

Ans. The partners who actively participate in day to day affairs of the business 
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Ans. Meaning of commerce: Commerce is that part of business that is 
concerned with exchange of goods and services and includes all those activities 
which directly or indirectly facilitate that exchange.

                               Definition 
sum total of all those processes which are engaged in removal of hindrances of 
person, place and time in exchange of commodities.”

Q16] Entrepot trade. 

Ans. Entrepot trade: It means importing (buying) from one 
purpose of exporting (selling) them to another country. This type of trade is also 
called as re-export trade. 

 Q17] Genetic industries. 

Ans. Genetic industry: Genetic industries are engaged in re
multiplication of certain spe
The main aim is to earn profit from such sale. e.g. plant nurseries, poultry, cattle 
  breeding etc. 

 Q18 a] Mitakshara. 

Ans. Joint Hindu Family business is governed by two laws i.e. “Dayabhaga” 
and “Mitakshara”. 

Mitakshara: This school of HUF prevails in entire India except in Assam and 
west Bengal. family members of male line and their wives, unmarried daughters 
are its members. By birth a member gets a share in common property and it 
continues till death. In this way, shares in property gets fluctuate in accordance 
with number of coparceners. In otherwords, living members will have right in 
joint property.  

Q18 b] Dayabhaga. 

Ans. Joint Hindu Family business is governed by two laws i.e. “Dayabhaga” 
and “Mitakshara”. 

Dayabhaga: This school of Hindu law prevails only in Assam and west Bengal. 
All provisions of Mitakshara hold good except some features. Under this, right 
of property comes to coparceners by succession and not by birth. Shares/claim 
does not fluctuate on the basis of birth and death of members.

Under this Karta has all rights on property. This right passes on to next 
generation only on death of Karta.

Q19] Promotion. 
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Ans. Promotion: It is the first step in formation of a company. It involves 
identification of idea, gathering the requirements and implementing it. 
Promotion is considered as putting an idea into practise. 

      Promotion is defined as organising and planning finance of business 
enterprise under corporate form.

Q20] Minimum subscription.

Ans. Minimum subscription: The minimum amount of capital to be collected by 
public company before its allotment of shares is called as minimum 
subscription. A public company cannot commence business unless a minimum 
subscription as stated in the prospectus has been subscribed. The amount of 
minimum subscription is fixed by considering the following

1. Amount required for purchase of the property.
2. Amount needed for payment of preliminary expenses.
3. Amount required for working capital.

Amount required for other expenditure for the formation of company.

Q21a] Medium term finance.

Ans. Medium term finance: Where the funds are required for a period of more 
than one year and less than a period of five years medium term sources of 
finance are used. These sources include borrowings from commercial banks, 
public deposits, lease financing, and loans from financial institutions.

Q21 b] Short term finance. 

Ans. Short term finance: Short term funds are those which are required for a 
short duration that is a period not exceeding one year. Trade credit loan from 
commercial banks, bank overdraft, cash credit, and commercial papers are some 
of the examples of short-term finance.

Q22] Business finance. 

Ans. The requirements of funds by business firm to accomplish its
activities is called as business finance. finance is considered as life blood of any 
organisation. The success of an industry depends upon availability of adequate 
finance. business finance deals with procurement of funds and their effective 
utilisation. As soon as an entrepreneur starts the business, the need for business 
finance emerges. 

Q23] Debentures. 

Ans. Debentures: Debentures are an important instrument for raising long term 
debt. A company can raise funds through issue of debentures. The d
issued by a company is an acknowledgement that the company has borrowed a 
certain amount of money which it promises to repay on a future date. 
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                    Debentures has a fixed rate of interest and therefore debenture 
holders are called as Creditors of the company. Debenture holders are paid a 
fixed amount of interest at specified time intervals say six months or one year.

Q24] Bank loan 

Ans. Bank loans are provided for a specific short period. The amount of loan 
depends upon the size and goodwill of the firm. Such advance is credited to a 
separate loan account and the borrower has to pay interest on the whole amount 
of loan irrespective of the amount of loan actually granted. Bank loans are 
usually granted against the security of assets.

Q25] Commercial banks. 

Ans. Commercial banks: Banks extend loans to firms of all sizes and in many 
ways like cash credit, overdraft, term loans, purchasing and discounting bills, 
and issue of letter of credit. the loan is repaid either in lumpsum or in 
instalment. 

Merits of commercial banks:

1. Bank provide funds as and when needed.
2. Secrecy of business can be maintained as the information supplied to the 

bank by the borrower is kept confidential.

Demerits of commercial banks:

1. Funds are generally available for
renewal is difficult. 

2. Banks make detailed investigations of the company’s financial structure.
3. bank may also ask for security of assets. This makes the procedure of 

obtaining funds slight difficult.

Q26]. Define Globalisation 

Ans. Globalisation refers to the increasing integration of markets and 
production that includes the mobility of resources loke capital, labour, 
organisation and knowledge. Globalisation refers to shift towards a more 
integrated and independent world economy.

Q27]. Define FDI 

Ans. FDI (Foreign Direct Investment) is the control of production in one 
country (host country) by firm based in other country (home country). FDI is 
the defining features of Multi National Corporation. FDI occurs when a f
invests its resources in business activities outside its home country.

Q28]. E-Banking 
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Ans. E- Banking: Electronic Banking is one of the most successful online 
business. E-Banking allows customers to access their accounts and execute 
orders through use of website. Online line banking allows the customers to get 
their money from an Automatic Teller Machine (ATM) instead of walking upto 
the cash desk in bank. The customers can view their accounts, transfer funds 
and can pay bills. Ex: Net banking 

Q29] Promoter. 

Ans. A Promoter is one who undertakes to form a company. He is instrumental 
in bringing a company into existence. promotor may be an individual, firm, an 
association of persons or a company. promotor brings men, money, machinery, 
material together for establishing enterprise.

Q30] Certificate of incorporation.

Ans. Incorporation certificate: If the registrar is satisfied with all the statutory 
requirements stated and submitted are complied with under the act, issues a 
certificate called “certificate
certificate, the company gets its recognition as a corporate body.

A private company can start its business as soon as it gets the incorporation 
certificate. But a public company should wait till it gets certifi
commencement of business to start the business.

Q31]. E-Auctioning 

Ans. The internet enables the people to participate in auction without 
sacrificing their personal time. In E Auctioning the people who want to 
participate in auction, visit the webs
of goods offered or kept in auction in concerned web pages and participate in 
auction. Ex: Bank Auction Tenders 

Q32].Public deposits. 

Ans. Public deposits: The deposits that are raised by organisation directly f
the public are known as public deposits. Any person who is interested in 
depositing money in an organisation can do so by filling up a prescribed form. 
The organisation in return issues a deposit receipt as acknowledgement of the 
debt. 

                                                     
depositor as well as the organisation because the depositor gets higher rate of 
interest than offered by bank and the cost of deposit to the company is less than 
the cost of borrowing from bank. companies generally invite public deposits up 
to three years. the acceptance of public deposits is regulated by reserve bank of 
India 
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Q33] Sleeping Partner 
Ans. Sleeping partners: partners who do not participate in day to day affairs of 
the business are known as sleeping or dormant partners. Such partners simply 
contribute capital and share profits and losses.
 Q34] Nominal Partner. 
Ans. Nominal partners: Nominal partners are those partners who allow the firm 
to use their name as partner. Th
day to day affairs. They are 
However, they are liable to third parties for all the acts of the firm.
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Ans. Sleeping partners: partners who do not participate in day to day affairs of 
business are known as sleeping or dormant partners. Such partners simply 

contribute capital and share profits and losses. 

Ans. Nominal partners: Nominal partners are those partners who allow the firm 
to use their name as partner. They neither invest any capital nor participate 

 not entitled to any share in profits of the firm. 
However, they are liable to third parties for all the acts of the firm. 
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