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SUBJECT - BUSINESS STUDIES
(SOLVED PAPER)

Time: 3 Hrs. M.M.: 90

General Instructions:
 1. Answer to questions carrying 1 mark may be from one word to one sentence.
 2. Answer to questions carrying 3 marks may be from 50-75 words.
 3. Answer to questions carrying 4-5 marks may be about 150 words.
 4. Answer to questions carrying 6 marks may be about 200 words.
 5. Attempt all part of a question together.

 1. Harish has invested Rs. 15 lakhs in Plant & Machinery for manufacturing plastic toys.
  According to MSMED Act, 2006, which category does this enterprise falls?  1
 2. State the need for Outsourcing. 1
 3. Define business ethics. 1
 4. List any two major commercial cities of ancient India. 1
 5. Mention two types of financial needs of the business. 1
 6. Name the phrase used in an attempt to reduce legal liability for incorrect or incomplete information supplied in 

a document.  1
 7. Name the art of protecting information by transforming it into an unreadable format called’cyphertext’.  1
 8. Name the document which is the most appropriate and secure method of payment to settle international 

transactions.  1
 9. Sun Treklmpex Ltd. is a private organization that deals in manufacturing, sale and import of medicines. The 

workers of Sun Treklmpex always fall ill due to unhealthy working conditions and also the company is in the 
habit of making false claims about their medicines through misleading advertisements. The company also 
provide incomplete information to its stakeholders and consumers.

  Name and explain by quoting the lines in the above example towards whom Sun Treklmpex is not fulfilling its 
social responsibility ? 3

 10. How will GST benefit and empower citizens? 3
 11. 'Profit is not an objective but a requirement of business.' Do you agree with this statement? Support your answer 

with reasons. 3
 12. ‘The govt. of India is spending lots of money on controlling pollution. It is also asking business enterprises to 

support govt. in this noble cause.’ In the light of this statement, explain the need for controlling pollution.  3
 13. Differentiate between Owner’s fund and Borrowed fund.  3

OR
  Differentiate between equity and preference shares.  3
 14. Karta’ is the head of this business. Identify the business and state two demerits. 3
 15. Shubham has taken a loan from Sourabh against the security of his factory. Can Sourabh take a fire insurance 

policy of that factory?  3
 Name and explain the principle of insurance involved.
 16. What is the difference between public sector and private sector?  4

OR
 Discuss two merits and two demerits of Departmental Undertaking  4
 17. Ishu and Neeti two fashion designers from Delhi decided to sell their designer outfits to rich market segment by 

providing them facility of customizing the outfits as per their needs. So they made a website 'myfashion.com' as 
they don’t want to spend too much finance on operating retail outlet in a costly market.
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 Sooner they started getting good response not only from Delhi but also from other cities like Mumbai, Jaipur, etc
(i) Name and state the form of business highlighted above by quoting the lines
(ii) Highlight one advantage of the above business by quoting lines.
(iii) Also state any two types of risks associated with above business. 4

 18. Prithvi Firm buys goods from manufacturer in large quantities and provide the same to shopkeepers in their 
towns in small quantities.
(i) State any two services provided by Prithvi Firms to Manufacturer.
(ii) State any two services provided by Prithvi Firms to shopkeepers in their town.  4

 19. Explain intellectual property right and what does it include?  5
 20. Aarav Ltd., an enterprise, is registered in USA and has its business operation of production, marketing etc. in 

many countries. Its head quarter is located in USA which exercises control over its branches and subsidiaries in 
various countries. The company employs trained and professional managers. To face international competition it 
uses sophisticated technology that leads to greater productivity and better quality. 
(i) Identify the type of enterprise.
(ii) Explain 4 features of the enterprise identified above in (a) by quoting lines from the above case.  5

 21. Explain the services provided by banks.(Any 5) 5
OR

 Explain the types of bank accounts. 5
 22. Explain the role of small business in India with emphasis on rural India. 5
 23. Identify the following: 5

(i) The retailer, Mangal sells goods from one street to another, from one locality to another.
(ii) The retailer Rajkumar sells only school uniforms.
(iii) The retail outlets that sell merchandise through mail.
(iv) The form of retailing operated by coins or tokens.
(v) The statement containing details of goods consigned(quantity, quality, price etc) from consigner to consignee.

 24. The Directors of a company have decided to modemize the plant and machinery at an estimated cost of Rs. one 
crore. State the merits and demerits of issuing equity shares for this purpose. (three each)  6

OR
  Radhika Ltd. has good growth prospects. So it is planning to expand their business. For this the company needs 

additional funds. The finance manager reports that the company is not in a position to bear extra burden of 
paying any fixed financial charges like interest or dividend. They do not want to bear any flotation costs even. 
Also the equity shareholders insist not to issue further shares as there is risk of dilution of control.
(i) Suggest the source of finance most suitable for Radhika Ltd.
(ii) Enumerate any three merits and two demerits of the source of finance identified in (a). 6

 25. (i) Name the organization set up on 1 January,1995 replacing the GATT. 6 
(ii) Where is its headquarter?
(iii) Explain its benefits. (any 4)

OR
Explain the benefits of international trade to countries and firms. (Three points each)  6

 26. Explain the types of industries with examples. 6
OR

 Explain the factors to be considered before starting a business.  6
 27. Mr. Kumar is one of the promoters of Rock Industrial Ltd. The company has been Incorporated, and now, steps 

are being taken to invite subscription to its shares from the public. Mr. Kumar insisted that they provide true and 
fair information in the document that they prepare for the purpose. 
(i) At which stage of formation of a public company are the above steps taken?
(ii) Name the document that will be prepared by the company.
(iii) Also state any two functions performed by Mr. Kumar.
(iv) Also explain the position of promoters in relation to a company.  6
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 1. According to MSME Act 2006 it is small enterprise.
 1

 2. Outsourcing is needed because it is the stratagem 
use of outside resources to perform activities 
traditionally handled by the internal staff. 1

 3. Business ethics refer to the socially determined 
moral principles which should govern the business        
activities. 1

 4. Two major commercial cities of ancient India are: 
Harappa and Mohenjodaro. 1

 5. Financial needs (i) expansion and growth,   
(ii) diversification. 1

 6. Conclusive evidence of the legal existence / 
regularity of the company. 1

 7. Cryptography 1
 8. Letter of credit 1
 9. Suntreklmpex  is not fulfilling its social responsibility 

towards:
  (i) Workers – Workers of SunTrek always fall ill due 
   to unhealthy working conditions
  (ii) Consumers – The company is in the habits of 
   making false claims about their medicine 
   through misleading advertisement
  (iii) Stakeholders – Company also provide 
    incomplete information to its stakeholders. 
 1×3=3
 10. GST will benefit and empower citizens in following  

ways :
  (i) Reduction in overall tax burden. 
  (ii) No hidden taxes. 
  (iii) Development of a harmonised national market 
   for goods and services 
  (iv) Higher disposable income in hand, education 
   and essential needs 
  (v) Customers to have wider choice 
  (vi) Increased Economic activity 

 (Any three) 1×3=3 
 11. Yes, profit is not an objective but a requirement of 

business due to the following reasons :
  (i) Profit is a source of income for business persons.
  (ii) It can be a source of finance for meeting 
   expansion requirements of business.
  (iii) It indicates the efficient working of business.
  (iv) It can be taken as the society’s approval of the 
   utility of business
  (v) It builds up the reputation of the business 
   enterprise (Any three)  1×3=3
 12. Need for controlling pollution:
  (i) Reduction of health hazards – Pollution control 
   measures can not only check the seriousness   

 of pollution generated diseases like cancer, 
   heart attack etc. but can also be supportive to 
   healthy life. 

  (ii)  Cost savings – An effective pollution 
   control  on earth programme helps in reducing 
   wastes,  cost of waste disposal, cost of 
   cleaning the  plants. 
  (iii) Reduced risk of liability – An enterprises 
   sound pollution control policy helps in 
   reducing the risk of liability to pay 
   compensation to people affected by gaseous,   

 liquid, solid wastes released by it in the envi
   ronment. 1×3=3
 13. 

Basis Owner’s Fund Borrowed fund

(i) Meaning Funds that are 
provided by the 
owners of an 
enterprise.

The funds raised 
through loans or 
borrowings.

(ii) Return ‘Dividend’ is 
paid on the 
owners fund

‘Interest’ is paid 
on borrowed 
funds

(iii) Status Status of the 
providers of 
owned fund – 
‘Owners’ 

The providers 
of the borrowed 
funds are 
‘Creditors of 
business’

 1×3=3
OR

Basis Equity Shares Preference shares

Status Equity shareholders 
are the owners of 
the company

The preference 
shareholders are 
not regarded as 
the owners

Voting 
Rights

Enjoy voting rights 
and have say in mgt 
of company

do not have 
voting rights so 
do not dilute 
management 
control 

Dividend 
distribution

The dividend 
is given after 
preference share 
holders

Receive fixed rate 
of dividend before 
any dividend 
is declared 
for equity 
shareholders

 1×3=3
 14. ’Joint Hindu Family Business’ is the business in 

which Karta is the head of business. Two demerits 
of this business are as follows: (Any 2)
(i)  Limited resources – It depends mainly on 

ancestral property. This limits the scope for 
expansion of business

(ii) Unlimited liability of Karta – The Karta is 
burdened not only with the responsibility of 
decision making and management of business, 
but also suffers from unlimited liability. His 
personal property can be used to repay business 
debts 

ANSWERS
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(iii)  Dominance of Karta – The Karta 
individually  manages the business which 
may at times not be acceptable to other 
members. This may cause conflict amongst 
them. 1+2=3

 15. Yes, Sourabh can take a fire insurance policy of that 
factory. Principle of Insurance involved is :-

  Insurable Interest - Insurable interest means that 
insured must have an interest in the preservation 
of the thing or life insured so that he/she will not 
suffer financially on the happening of an event 
against which he/she is insured. Insurable interest 
of the insured; in case of insurance of property, 
must exist at the time of happening of the event. 
In order to name insurable interest however it is 
not necessary that one should be the owner of the 
property [3]

 16. 

Basis Public sector Private sector

Ownership Owned 
by the 
Government

It is owned, 
managed by 
the private 
individuals

Objective Public sector 
works with 
the objective 
of public 
welfare

Private sector 
works with the 
objective of 
earning profits

Govt. control It is subject to 
strict financial 
control by the 
Government

Not subjected 
to financial 
control by the 
Government

Accountability Public sector’s 
accountability 
is towards 
public 
through 
Parliament/
State 
Legislative

The private 
sector’s account 
is towards their 
owners

 1×4 = 4
   OR

 Two merits of Departmental Undertakings
(i) These undertakings facilitate the Parliament to 

exercise effective control over their operations
(ii) The revenue earned by these enterprises 

go directly to the treasury thus is a source of 
Government income.

 Two demerits of Departmental Undertakings
(i) Departmental Undertakings fail to provide 

financial and operational flexibility which is 
essential for the smooth operation of business.

(ii) There is redtapism in day to day operations and 
no action can be taken unless it goes through 
the proper channels of authority 2+2=4

 17. (i)  The form of business highlighted above is 
‘e-business’

   Lines - “They made a website my fashion.com
  costly market”

(ii) Advantage of e-business-

 Ease of formatting and lower investment 
requirement → E-business is relatively easy 
to start because it can be started with low 
investment and less formalities

(iii) Two risks associated 
(a) Transaction risk → online transactions are 

vulnerable to risk of default on order taking/
giving, default on delivery of goods at right 
address and default on payment to seller of the 
goods 

(b) Data storage and transmission risk → Data 
stored in the systems and enroute may be stolen 
or modified to pursue some selfish motives. 
The effect of computer virus can damage the 
target files, disrupt the functioning if no timely 
protection is provided to data files, folders & 
systems from virus attacks. 4

 18 (i)  Services provided by Prithvi Firms 
(wholesalers) to manufacturer 

  (a) Facilitating large scale production : 
   Wholesalers collect small orders from a number 
   of retailers and pass on the pool of such bulk 
   orders to manufacturer. This enables the 
   producers to undertake production on large 
   scale & to enjoy economics of large scale
  (b) Bearing Risk :The wholesaler merchants deal in 
   goods in their own name, takes delivery of the 
   goods and keep the purchased goods in large lots 
   in their warehouses . In this process they bear 
   variety of risks such as the risk of fall in prices  

 theft, spiegel, fire etc. To that extend they relieve  
 the manufacturers from bearing these risks.
(ii) Services of Prithvi Firm to shopkeeper 

(Retailers)
  (a) Availability of goods – Retailers – The 
   wholesalers make the product of various 
   manufacturers readily available to the retailers. 
   This relieves the retailers of the work of 
   collecting goods from several producers & 
   keeping big inventory of the lane 
  (b) Grant of credit – The wholesalers by granting 
   credit to their regular customers, enable such 
   retailers to manage their business with 
   relatively small amount of working capital.

 2+2=4
 19. Intellectual property right and its elements 

Intellectual property rights are a bundle of 
exclusive rights over intangible creations of mind, 
both artistic and commercial intellectual property 
means the legal property which results from the 
intellectual activity in the industrial scientific and 
artistic fields. What/is protected us it is the form 
of work, the invention, the relationship between 
a symbol and a business. However the concept 
of intellectual property now covers copyrights, 
trademarks, geographical indications industrial 
designs, patents, layout designs of integrated 
circuits and trade secrets.

  The main purpose of IP law is to encourage the 
creation of a large variety of intellectual goods to 
achieve this the law gives people and business 
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property ‘rights’ to the information and intellectual 
goods they create - usually for a limited period of 
time. IP shall include rights relating to :-
(i)  Literary, artistic and scientific work
(ii)  Performances of performing artists, 
  phonograms and broadcasts
(iii)  Inventions in all fields of human behaviour
(iv)  Scientific discoveries
(v)  Industrial designs
(vi)  Trademarks, commercial names 
(vii) protection against unfair competition and all 
  other sights resulting from intellectual activity 
  in industrial scientific literary and artistic field.

 5
 20. (i)  The types of enterprise is Global enterprise/

MNCs.
(ii) Four features of Global enterprises with lines  

moting are:
(a) Line – 'Its business operations of production, 

marketing etc in many countries.'
 Feature → International operation – A 

MnCs operates in more than one country. 
It has its branch factories, offices in several 
counties. It operates through a network of 
branches and subsidiaries in host country

(b) Line – 'It’s head quarter control over other 
branches in various countries.'

 Feature → Centralised control – The 
branches of MNCs spread in different 
countries are controlled and managed from 
the headquarters located in their home 
country All the branches operate within 
the broad policy framework of the parent 
company There is no interference in day to 
day operations.

(c) Line – 'The company employs trained and 
professional manager .'

 Feature → Professional Management → 
An MNC employs professional experts, 
trained, specialised human resources and 
keep updating their knowledge and skills 
by importing them training from time 
to time to handle the advancements in 
technology.

(d) Line – 'To face ----- better quality'
 Feature → Advanced Technologies → 

These enterprises posses technological 
superiorities in their methods of production 
so that they can confirm to international 
standars and quality specification their 
innovative techniques of production help 
them to came out a place in global markets. 
 1+4=5

 21. Services provided by the bank are as follows :
  (i)  Granting loans: Banks grant loans to industry 

for trade and commerce. The banks lend 
the money which they get in the form of 
deposits. The funds lent by banks help in the 
development of trade and industry.

 (ii) Collection of cheques and bills : Banks collect the 
cheques for their cutomers drawn on other banks. 
To collect cheques, banks have clearing houses. In 
case of local houses, the banks take no extra charges. 
For collecting outstation cheques, banks charge a 
commission. Banks also accept the bills of exchange 
and encash them by charging a commission called 
discount before the maturity date.

 (iii) Allied services : Banks pay insurance premium on 
behalf of their clients. They also collect dividend, 
premium, interest, pension, etc. on behalf of 
cutomers and credit the same in their accounts

 (iv) Custodial services : Commercial banks act as 
custodians by providing protection to the valuable 
articles of their clients.

 (v) Issue of letter of credit : Letter of credit is a very 
important document in external trade. It gives 
assurance of payment on behalf of the importer. 
The letter of credit is issued by the importer’s bank 
to the exporter’s bank to give assurance of payment 
on delivery of goods in the importer’s country.

 (vi) ATM (Automated Teller Machine) : It is a self-
service terminal which can be operated at any time 
i.e. 24 hours a day. To use an ATM, a client has to 
insert a plastic card in the machine and enter his 
identification code. If the code is appropriate, 
the machine would respond by providing cash, 
accepting deposits, etc.

 (vii) Credit card : It refers to a card which permits 
overdraft facility to the clients depending upon 
their credit worthiness. Through this the customer 
can purchase products by presenting the credit 
card. It is an important type of support service 
provided by the banks.

 (viii) On-line payment : It also offers the facility of 
making online payment of bills, taxes, etc. 

 (ix) Real Time Gross Settlement (RTGS) :It allows 
transfer of funds without any waiting period. RTGS 
is the fastest possible money transfer services for 
any amount exceeding 2 lakh. 

 (Any five) 1×5=5

   OR

 Different Type of Bank Account

(i) Savings Deposit Account : A person can open a 
saving deposit account by depositing a small sum 
of money. There is no restriction on deposition & 
withdrawl of money. Bank issues a cheque book 
and passbook. Rate of interest of saving deposits 
is generally less than fixed deposit.

(ii) Current Deposit Account : These accounts are 
opened by businessman. The accountholder 
can deposit & withdraw money whenever 
desired. Overdraft and credit limit facility is 
available in this account. No interest is paid on 
current account rather some service charge is 
charged by bank for sendering services.  
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(iii) Recurring Deposit Account : A depositor can 
deposit a fixed amount say 1000, every month 
for a fixed time period. On maturity the amount 
together with interest is repaid. The rate of 
interest on this account is higher than that on 
savings account.

(iv) Fixed Deposit Account : The FD accounts are 
time deposits with higher rate of interests as 
compared to saving account. A fixed deposit 
is repayable after the expiry of of the specified 
time. A premature withdrawl is permissible 
with a percentage of interest being fortified. 

(vi)  Multiple Option Deposit Account : This 
amount offers multiple options to depositors. 
In this account the depositors can enjoy the 
liquidity of savings and current a/c and rate 
of interest of fixed deposit. When the amount 
of deposit exceeds a particular limit then 
automatically the amount gets transferred into 
fixed deposit. 1×5=5

 22. Role of small business in rural India.
  The role of small business in rural India are as 

follows.
(i) Employment opportunities : Cottage and 

Rural Industries create a lot of employment 
opportunities in the rural areas especially for 
the traditional artisans  and the weaker sections 
of society.

(ii) Prevents migration : Establishment of these 
Industries in the rural areas prevent migration 
of rural population to urban areas in search of 
employment.

(iii) Reduces Inequalities : Cottage and rural 
industries help in reducing inequalities in 
Income, disparity in development of industries 
and establish link with other sectors of the 
economy.

(iv) Mobilisation of Local Resources : Small 
business facilitate mobilisation and utilization of 
local resources which might remain undesired 
or under employed. Small industries provide 
ample opportunities for entrepreneurship 
development specifically in rural areas.

(v) Rural Industrial Development : Small industries 
uses simple technologies and depend on local 
available resources both material & labour. Since 
they can setup such industries in rural areas 
leads to their development which may result in 
rural industrialisation and sustained growth and 
development of rural areas. 1×5=5

 23. (i)  Itinerant Retailers (iv) Vending Machines
  (ii) Speciality Store  (v) Commercial Invoice

(iii) Mail Order Houses  1×5=5
 24. 3 merits and 3 demerits of issuing equity shares:

Merits 
(i) Permanent capital : Equity shareholders 

provide the permanent funds of the company 
as there is no fixed commitment to return the 
money or pay a fixed rate of dividend.

(ii) No charge on assets : For issue of equity shares; 
a company is not required to mortgage its 
assets. This increases credit worthiness of the 
company 

(iii) No financial risk : Payment of dividend to 
the equity shareholders is not compulsory. 
Therefore there is no financial burden on the 
company.

Demerits 
(i) Risk of fluctuating Return: Investors who 

wants steady income may not prefer equity 
shares as equity shares get fluctuating returns.

(ii) Legal formalities: More formalities and 
procedural delays are involved while raising 
funds through issue of equity shares.

(iii) Cost involved : The cost of equity shares is 
generally more as compared to the cost of 
raising funds through other sources. 3+3=6

   OR
 (i) The source of finance most suitable to Radhika is 

‘Retained Earnings’
 (ii) Merits of Retained Earnings

(a) Most dependable source : Retained earnings is 
a permanent and dependable source of funds 
to an organization as it an internal source.

(b) Economic source : It does not involve any 
explicit cost in the form of interest, dividend or 
floatation cost.

(c) No dilution of control: As the funds are 
generated internally so there is a greater degree 
of operational freedom and flexibility.

 Demerits of Retained Earnings
(a) Over capitalization : Large amount of retained 

earnings results in issue of bonus shares to 
equity shareholders Frequent capitalization of 
reserves may result in overcapitalisation 

(b) Dissatisfaction among shareholders : Excessive 
ploughing back may cause dissatisfaction 
among equity shareholders, as they do not 
receive higher rate of dividend. 1+3+2=6

 25. (i) World Trade Organisation (WTO)
(ii) Its headquarters are situated at Geneva, 

Switzerland 
(iii) Major benefits of WTO are 

(a) WTO helps to promote international peace and 
facilitates international business / trade to flow 
smoothly & truly. 

(b) Rules make international trade and relations 
very smooth and predictable.

(c) It settles disputes between member nations 
with mutual consultation. 

(d) Helps in economic growth of developing 
countries giving them preferential treatment in 
trade related matters.

(e) Free Trade helps in providing quality products 
and improving the living standard of people by 
increasing the income.  1+1+4=6
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   OR
 Benefits of International Trade to Firm (any three)

(i) Prospects for higher profits: As compared to 
domestic business, international business can 
be more profitable. Business firm can earn 
higher profits by selling their products in 
countries where prices are high, particularly 
when the domestic prices are not satisfactory.

(ii) Prospects for growth: Business firms with 
saturated demand for their products in the 
domestic market can improve their prospects 
of growth by entering into foreign markets. 
This is the prime reason which has prompted 
many of the multinational companies from 
the developed countries to tap market of 
developing countries.

(iii) Way out to intense competition in domestic 
market: The only way to significant growth 
in intense competition in domestic market 
is internationalization. Hence, international 
business acts as a catalyst of growth for business 
firms facing tough competition in the domestic 
market.

(iv) Improved business vision : Business policies 
and strategic management have resulted in 
the growth of international business of many 
companies. The need to growth, become 
competitive, diversify and gain strategic 
advantages has created an international vision.

 (Any three)
Benefits of International Trade to a country
(i) Earning of foreign exchange : International 

business helps a country to earn foreign 
exchange, which it can later use for meeting its 
imports of capital goods, technology, petroleum 
products and fertilisers, pharmaceutical 
products and a host of other consumer products 
which otherwise might not be available 
domestically.

(ii) More efficient use of resources : International 
business operates on a simple principle’ 
Produce what your country can produce more 
efficiently and trade the surplus production 
so generated with other countries to procure 
what they can produce more efficiently’. If 
such an enhanced pool of goods & services is 
distributed equally amongst nations, it benefits 
all the trading nations.

(iii) Increased standard of living : In the absence 
of International trade of goods and services, 
it would not have been possible for the word 
community to consume goods and services 
produced in other countries that the people in 
these countries are able to consume and enjoy a 
higher standard of living. 3+3=6

 26. Industries may be divided into three broad 
categories, namely primary, secondary and tertiary.
(i) Primary industries : These include all those 

activities which are concerned with the 
extraction and production of natural resources. 

These industries may be further divided as 
follows:
(a) Extractive industries : These industries 

extract or draw out products from natural 
resources.

(b) Genetic industries : These industries 
remain engaged in breeding plants and 
animals for their use in further production.

(ii) Secondary industries : These are concerned 
with using the materials which have already 
been extracted at the primary stage. Secondary 
industries may be further divided as follows:
(a) Manufacturing industries : These industries 

are engaged in producing goods through 
processing of raw materials and thus 
creating utilities. Manufacturing industries 
may be further divided into four categories 
on the basis of method of operation for 
production:
(1) Analytical industry
(2) Synthetic industry
(3) Processing industry
(4) Assembling industry

(b) Construction industries : These industries 
are involved in the construction of 
buildings, dams, etc.

(iii)  Tertiary industries : These are concerned with 
providing support services to primary and 
secondary industries as well as activities relating 
to trade. These industries provide service 
facilities. 6

OR
  Factors to be considered before starting a business 

are :
(i)  Selection of business activity : The first 

decision relating to the establishment of a new 
enterprise is to select the nature and type of 
business activities. After deciding the nature 
of business activities, the entrepreneur has to 
access the profitability of the proposed business 
activity.

(ii) Choice of form of ownership : A business firm 
may take the form of a sole proprietorship, 
partnership or a joint stock company depending 
upon the size of business, capital requirements, 
managerial skill requirements, limit of liability, 
legal formalities etc.

(iii) Financial planning : The promoter or 
entrepreneur has to make sufficient amount 
of capital available for the establishment and 
smooth operations of the business.

(iv)Location of business :  An entrepreneur must 
search out the location at which the organisation 
will have easy access to raw materials labour, 
power, market, etc.

(v) Size of business unit : It is determined by 
various factors like technical, managerial, 
financial and marketing facilities.
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(vi) Machines and equipments : The entrepreneur 
has to arrange the required plants machinery 
equipments. It will depend upon various factors 
like availability of funds, scale of operations, 
market conditions, etc.

(vii) Tax implications : Business has tax implications. 
Therefore, care should be taken about various 
types of taxes like GST, corporate tax etc., excise 
duty, service tax, etc.

(viii) Launching the business : After the arrangement 
of the required physical financial, human 
resources the fulfillment of legal formalities, an 
entrepreneur can finally go ahead with actual 
launch of the enterprise. It means starting 
the operations and initiating sales promotion 
campaign. (Any six)  1×6=6

 27. (i) At capital subscription stage
(ii) The document to be prepared by Mr. Kumar is 

‘Prospectus’

(iii) Two functions performed by Mr. Kumar are:
(a) Preparation of necessary documents which 

have to be submitted under the law, to the 
Registrar of the companies for getting the 
company Registered

(b) Fixing up signatories to MOA and 
appointment of profession such as 
mercantile bankers, auditors etc. to assist 
the promoter in preparation of required 
documents as per the law.

(iv) Position of promoter : Promoters undertake 
various activities to get a company registered 
and get it to the position of commencement of 
business But they are neither the agents nor the 
trustee of the company. They enjoy a fiduciary 
position with the company which they must 
not misuse.  6
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