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(A) Select most appropriate answer from the alternatives given below and rewrite the
sentences.

1. Death is a compulsory ________. (T)
a. Dissolution b. Admission
c. Retirement d. Winding up

Retirement 

2. Benefit ratio is the ratio in which ________. (T)
a. the old partner gain on admission of a new partner
b. the Goodwill of a new partner on admission is credited to old partners
c. the continuing partners benefit on retirement or death of a partner
d. all partners are benefited.

the continuing 
partners benefit on 
retirement or death 

of a partner 

3. The ratio by which existing partners are benefited: ________. (T)
a. Gain ratio b. Sacrifice ratio
c. Profit ratio d. Capital ratio

Gain ratio 

4. ________ ratio is normally used to write off goodwill created or raised to the extent
of deceased partners’ share.
a. Gain ratio b. Sacrifice ratio
c. Profit ratio d. Capital ratio

Gain ratio 

5. Profit and Loss Suspense Account is shown in the new Balance Sheet on ________
side. (T)
a. Debit b. Credit
c. Asset d. Liabilities

Asset 

6. The balance on the capital account of a partner, on his death, is transferred to
________ account. (T)
a. Relative’s b. Legal Heir’s loan / Executor’s loan
c. Partner’s Capital d. Partner’s Loan

Legal Heir’s loan / 
Executor’s loan 

(B) Write the Word / Term / Phrase which can substitute each of the following statements. (T)
1. The Partner who died. Deceased partner 

2. The proportion in which the continuing partners benefit due to death of partner. Gain / Benefit ratio 

3. Excess of credit side over debit side of profit and loss adjustment account. Profit on revaluation 

4. A person who represents the deceased partner on the death of the Partner. Nominee / Legal heir 

5. Accumulated past profit kept in the form of reserve. General Reserve Fund 

(C) State whether the following statements are True or False with reasons.
1. A deceased partner is not entitled to Goodwill of the firm. (T)
Ans.   False

Reason: Deceased partner is entitled to all the benefits of the firm including goodwill upto the date of his 
 death. 

5 Reconstitution of Partnership
(Death of Partner) 

Objective Type Questions: 
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Chapter 5: Reconstitution of Partnership
  (Death of Partner)  

2. A deceased partner is entitled to his share of General Reserve. (T)
Ans. True

Reason: Deceased partner is entitled to all the benefits of the firm including General Reserve upto the date 
of his death. 

3. If Goodwill is written off, a deceased partner’s capital account is debited. (T)
Ans. False

Reason: When the goodwill is raised and written off, only the remaining partners’ capital account is debited. 

4. After the death of partner, entire amount due to deceased partner is paid to legal representative of the
deceased partner. (T)

Ans. True 
Reason: After the death of partner, the amount due to him is calculated on the basis of his capital balance, 
share in reserves, goodwill, profit / loss upto the date of death etc. This amount is then paid to legal 
representative or the nominee of the deceased partner. 

5. For recording the profit or loss upto the date of death, Profit and Loss Appropriation Account is operated.  (T)
Ans. False 

Reason: Profit and Loss Suspense Account is operated for recording profit or loss upto the date of death of a 
 partner. 

6. Goodwill raised to the extent of deceased partners’ share is written off in new ratio.
Ans. False 

Reason: Goodwill raised to the extent of deceased partners’ share is written off in gain ratio. 

(D) Find the odd one.
1. Profit / loss on revaluation of assets, Share in profit till the date of retirement, share in general reserve,

share in profits after the date of death.
Ans.   Share in profit after the date of death – Others are due to deceased partner. 

(E) Complete the sentences.
1. Benefit ratio = New Ratio – ________. (T) Old Ratio 

2. On death of a partner, a ratio in which the continuing partners get more share of
profits in future is called as ________ ratio. (T) Gain 

3. Deceased partner’s executor’s account is shown on the ________ side of the Balance
Sheet. (T) Liability 

4. Deceased partner’s share of profit up to the death is shown on ________ side of
Balance Sheet. (T) Asset 

5. On transfer of share of profit of deceased partner upto the date of death, ________
account is debited.

Profit & Loss 
Suspense 

6. When Goodwill is raised at its full value and it is written off, ________ account is to be
credited. (T) Goodwill 

(F) Answer in one sentence only. (T)
1. How death of a partner is a compulsory retirement?
Ans:  When one member ceases to be a partner and the remaining partners continue to carry on the business of

the firm it is called as Retirement of a Partner. On account of death, that partner ceases to be a partner in 
the firm. Hence, death of a partner is a compulsory retirement. 

2. What is gain ratio?
Ans:  Gain Ratio is a ratio by which surviving or continuing partners are benefited due to death or retirement of a

partner. 
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3. In which ratio is general reserve distributed on death of a partner?
Ans:   General reserve is distributed among all the partners in their profit sharing ratio.  
4. To whom do you distribute general reserve on death of a partner?
Ans:  General reserve is usualy distributed among all the partners on death of a partner.

5. To which account Profit is to be transferred upto the date of his death?
Ans:  Profit upto the date of the death is to be transferred to deceased partner’s capital account. The second

effect is given to Profit and Loss Suspense Account. 

(G) Calculate the following.
1. Existing profit sharing ratio of X, Y and Z is 4 : 3 : 3. Z expires and his share is acquired by X and Y in the

ratio of 1 : 1. Find the new profit sharing ratio.
Ans. Old ratio between X, Y and Z = X : Y : Z = 4 : 3 : 3. 

Z expires. His share is 3
10

. Z’s share is acquired by X and Y in 1 : 1 ratio. 

X’s gain = 3 1
10 2

  = 3
20

Y’s gain = 3 1
10 2

  = 3
20

X’s new share = 4 3
10 20

  = 8 3
20
 = 11

20

Y’s new share = 3 3
10 20

  = 6 3
20
 = 9

20
New profit sharing ratio between X and Y is 11 : 9. 

2. Existing profit sharing ratio of P, Q, and R is 1 : 2 : 1. Q passed away and the new profit sharing ratio of P
and R is 3 : 2. Goodwill of the firm was valued for ` 10,000. It was decided that only Q’s share would be
raised and written off. Find out the amount written off in each individual partners’ capital account.

Ans. Old ratio of P, Q and R is 1 : 2 : 1. 
New ratio of P and R is 3 : 2. 
Gain Ratio = New Ratio – Old Ratio 

P’s share = 3 1
5 4
 = 12 5

20
 = 7

20

R’s share = 2 1
5 4
 = 8 5

20
 = 3

20
Gain ratio of P and R = 7 : 3 
Goodwill of the firm = ` 10,000 

Q’s share = 10,000  2
4

= ` 5,000

` 5,000 will be written off in Gain Ratio. 

Amount debited in P’s Capital A/c = 5,000  7
10

= ` 3,500 

Amount debited in Q’s Capital A/c = 5,000  3
10

= ` 1,500 

(H) Complete the table.
1. Old Ratio New Ratio Gain Ratio 

2/10 
3/5 8/10 ?

2. Old Ratio New Ratio Gain Ratio 
3/10 

? 4/10 1/10

Sample Content



 

 E - 71 

 
 
 
 
 
 
 
(A) Choose the correct option:      
 
1. Statements that are correct in relation to index numbers. 
 i. Index numbers are directly measurable. 
 ii. Index numbers represent relative changes. 
 iii. Index numbers are used in variety of areas. 
 iv. Index numbers are statistical devices. 
 a. i, iii and iv          b. ii and iv            
 c. ii, iii and iv        d. i and iv 
 
2. Statements that are incorrect in relation to index numbers. (T) 
 i.  Index number is a geographical tool.  
 ii.  Index numbers measure changes in the air pressure.  
 iii.  Index numbers measure relative changes in an economic variable.  
 iv.  Index numbers are specialized averages.  
 a.  iii and iv        b.  i and ii            
 c.  ii and iii             d.  i and iv 
 
3. Identify the correct options. 
 i.  p0 = Price of the commodity in the base year  
 ii.  p1 = Price of the commodity in the current year  
 iii.  q0 = Quantity of commodity consumed or purchased in base year  
 iv.  q1 = Quantity of commodity consumed or purchased in current year 
 a.  ii and iii           b.  iii and iv       
 c.  i, ii, iii and iv         d.  i and iii 
 
4. Index numbers are used to measure changes in economic variables such as: 
 i.  production   ii. prices 
 iii. quality of goods   iv. imports  
 a. i,ii, iii and iv         b. iii and iv         
 c. i and ii                d. i, ii and iv          
 
5. Statements that highlight the significance of index numbers. (T) 
 i.  Index numbers are useful for making future predictions.  
 ii.  Index numbers help in the measurement of inflation.  
 iii.  Index numbers help to frame suitable policies.   
 iv.  Index numbers can be misused.  
 a. ii, iii and iv          b.  i, iii and iv      
 c.  i, ii and iv       d.  i, ii and iii 
 
6. Statements that apply to weighted index numbers. (T) 
 i.  Every commodity is given equal importance.  
 ii.  It assigns suitable 'weights' to various commodities. 
 iii.  In most of the cases, quantities are used as weights.  
 iv.  Laspeyre's and Paasche's method is used in the calculation of weighted index numbers.  
 a. ii, iii and iv           b.  i, iii and iv         
 c.  i, ii and iv         d.  i, ii, iii and iv 

Objective Questions: 

 6 Index Numbers 
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7. Statements related to limitations of index numbers. (T) 
 i.  Index numbers are not completely reliable.  
 ii.  There may be a bias in the data collected.  
 iii.  Every formula has some kind of defect.  
 iv.  Index numbers ignore changes in the qualities of products.  
 a. i, iii and iv       b.  i, ii, iii and iv      
 c.  i, ii and iv        d.  ii, iii and iv 
 
8. Choose the correct pair: (T) 
 

Group ‘A’ Group ‘B’ 
i. Price Index a. Σp1 q1 / Σp0 q0 × 100 
ii. Value Index                    b. Σq1 / Σq0 × 100 
iii. Quantity Index             c. Σp1 q1 / Σp0 q1 × 100 
iv. Paasche's Index           d. Σp1 / Σp0 × 100 

  
 a. i-d, ii-c, iii-a, iv-b          b. i-d, ii-a, iii-b, iv-c   
 c.  i-b, ii-c, iii-d, iv-a          d. i-c, ii-d, iii-a, iv-b 
 
Answers: 
 1 – c  2 – b  3 – c  4 – d   
 5 – d  6 – a  7 – b  8 – b    

(B) Assertion and Reasoning – Choose the correct answer from the following: 
 
1. Assertion (A): Index numbers are also referred to as ‘barometers of economic activity’. 
 Reasoning (R): Index numbers are used to measure the trends and changes in the economy. 
 a. (A) is True but (R) is False. 
 b.  (A) is False but (R) is True. 
 c.  Both (A) and (R) are True and (R) is the correct explanation of (A). 
 d.  Both (A) and (R) are True but (R) is not the correct explanation of (A).  
2. Assertion (A): Value index number is more informative index.  
 Reasoning (R): Value index number separates the changes in the price and quantity.  
 a. (A) is True but (R) is False. 
 b.  (A) is False but (R) is True. 
 c.  Both (A) and (R) are True and (R) is the correct explanation of (A). 
 d.  Both (A) and (R) are True but (R) is not the correct explanation of (A).  
3. Assertion (A): The base year should be normal i.e. it should be free from natural calamities.  
 Reasoning (R): Base year is the year against which comparison is made.  
 a. (A) is True but (R) is False. 
 b.  (A) is False but (R) is True. 
 c.  Both (A) and (R) are True and (R) is the correct explanation of (A). 
 d.  Both (A) and (R) are True but (R) is not the correct explanation of (A). 
 
4. Assertion (A): Generally, median is used in the construction of index numbers.   
 Reasoning (R): Construction of index numbers requires choice of suitable average.  
 a. (A) is True but (R) is False. 
 b.  (A) is False but (R) is True. 
 c.  Both (A) and (R) are True and (R) is the correct explanation of (A). 
 d.  Both (A) and (R) are True but (R) is not the correct explanation of (A). 
 
5. Assertion (A): In simple index number, suitable weights are assigned to various commodities.  
 Reasoning (R): Weighted index numbers give relative importance to each commodity in the group.  
 a. (A) is True but (R) is False. 
 b.  (A) is False but (R) is True. 
 c.  Both (A) and (R) are True and (R) is the correct explanation of (A). 
 d.  Both (A) and (R) are True but (R) is not the correct explanation of (A). 
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6. Assertion (A): Index numbers suffer from sampling errors. 
 Reasoning (R): There is no perfect formula for the construction of index number. 
 a. (A) is True but (R) is False. 
 b.  (A) is False but (R) is True. 
 c.  Both (A) and (R) are True and (R) is the correct explanation of (A). 
 d.  Both (A) and (R) are True but (R) is not the correct explanation of (A). 
 
7. Assertion (A): An index number has unlimited scope.  
 Reasoning (R): Index number constructed for one purpose cannot be used for any other purpose. 
 a. (A) is True but (R) is False. 
 b.  (A) is False but (R) is True. 
 c.  Both (A) and (R) are True and (R) is the correct explanation of (A). 
 d.  Both (A) and (R) are True but (R) is not the correct explanation of (A). 
 
8. Assertion (A): Index numbers are generally based on samples.  
 Reasoning (R): It is not possible to include all the items in construction of index numbers.  
 a. (A) is True but (R) is False. 
 b.  (A) is False but (R) is True. 
 c.  Both (A) and (R) are True and (R) is the correct explanation of (A). 
 d.  Both (A) and (R) are True but (R) is not the correct explanation of (A). 
 
Answers:  
 1 – c  2 – a  3 - c  4 - b    
 5 – b  6 – d  7 – b  8 - c   
 
(C) Complete the following statements by choosing the correct alternative: 
 
1. Index numbers measure the _______ change in one or more related variables over a 

period of time. 
a. net                        b. gross               
c. total             d. permanent 

net 

2. The _______ is denoted by the suffix ‘1’. 
a. current year            b.       base year     
c. price       d.  quantity 

current year 

3. The base year’s index is assumed as _______. 
a.  1000       b.  500  
c.  0         d.  100 

100 

4. Import export index numbers, labour productivity index numbers, share price index 
numbers etc. are examples of __________________. 
a.  quantity index number     b.  special purpose index numbers  
c.  value index number       d.  price index number 

special purpose 
index numbers 

5. Deflating helps to present financial data in real terms, i.e., at _______ prices. 
a.  future                  b.  past 
c.  constant       d.  changing 

constant 

6. Base year is also called the _______ year. 
a.  past       b.  reference 
c. standard    d.  ideal 

reference 

7. Generally, _______ is used in construction of index numbers.  
a.  arithmetic mean              b.  mode    
c.  median    d. price and quantity 

arithmetic mean 
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8. For calculating index numbers, choice of suitable _________ depends upon the 
purpose of index number and availability of data.  
a.  variable                      b.  base year    

  c.  formula    d. current year 

formula 

9. Simple index number is _______ method of constructing index numbers. 
a.  easiest      b.  costliest  
c.  most difficult             d. only 

easiest 

10 In most cases, _______ are used as weights in weighted index numbers. 
a.  quantities    b.  prices 
c.  values      d. average 

quantities 

11 _______ is one of the methods of constructing weighted index number. 
a.  Paasche’s Price Index               b.  Price index number 
c.  Quantity index number            d. Value index number 

Paasche’s Price 
Index 

12. The price or quantity index numbers ignore the changes in _______. 
a.  qualities    b.  volume    
c.  prices       d. value 

qualities 

 
(D) Complete the correlation: 
 
1. _______ : Base year prices : : p1 : Current year prices (T) p0 
2. _______ : Single variable : : Composite index : Group of variables (T) Univariate index 
3. Price Index : Inflation : : _______ : Agricultural production (T)  Quantity index 
4. _______ : Changes in prices : : Quantity index : Changes in physical volume Price index 
5. Price Index: Simple Index Number  : : Paasche’s Index: _____________ Weighted Index 

Number 
6. Laspeyre’s index : _______ : : Paasche’s index : Current year quantities (T) Base year 

quantities 
 
(E) Find the odd word out: 
 
1. Price Index Number, Simple Index Number, Quantity Index Number, Value Index 

Number 
Reason: Simple index number is a method of constructing index number whereas the others are 
types of index numbers.  

Simple Index 
Number 

2. Special purpose index numbers: Import-export index number, Value index number, 
Labour productivity index number, Share price index number 

Value index 
number 

 
(F) Suggest an economic term for the given statements:   
1. A device to measure changes in economic variable (or group of variables) over a 

period of time. 
Index number 

2. 
The economists who defined index numbers as “devices for measuring differences in 
the magnitude of a group of related variables.”  

Croxton and Cowden 

3. Index number which is computed from a single variable. Univariate index 

4. Index number which is computed from a group of variables. Composite index 

5. The year with respect to which comparisons are made.  Base year 

6. The year for which the index number is prepared. Current year 
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7. They are also referred to as ‘barometers of economic activity’ Index numbers  

8. This index number is a more informative index as its combined both, changes in price 
as well as quantity. 

Value index number 

9. This index number measures changes in the value of a variable in terms of rupee. 
 

Value index number 

10. The index numbers which are constructed with some specific purpose. Special purpose index 
number 

11. It refers to making adjustments in the original data. Deflating 

12. The relative importance of the different items while constructing index number. Weights 

13. Two types of weights that can be used for construction of index numbers.  Quantity weights and 
Value weights 

14. The average that is normally used in construction of index numbers. Arithmetic mean 

15. This method of calculating weighted index number uses base year quantities as 
weights. 

Laspeyre’s Price Index 

16. Paasche’s Price Index Number uses quantities of this year as weights. Current year 

      
1. Sensex is the stock market index which represents Bombay Stock Exchange.  
Ans: Concept: Special purpose index  
 Explanation:  
 i. Special purpose index number is a type of index number which are constructed with some specific 

purpose. E.g.: import-export index numbers, labour productivity index numbers, share price index 
numbers etc. 

 ii. Hence, this illustration relates to the concept of ‘special purpose index’ as Sensex is a share price 
index which represents Bombay Stock Exchange.   

2. Surabhi compares her current year’s business turnover with 2015.  
Ans: Concept: Base Year 
 Explanation:  
 i. The year with which the changes are measured is termed as the base year. In other words, the year 

with respect to which comparisons are made is the base year  
 ii. Hence, this illustration relates to the concept of ‘base year’ as Surabhi compares her current year’s 

business turnover with 2015.  
 
3. Sameer gets an additional amount over and above his salary with the increasing inflation.  
Ans: Concept: Dearness allowance 
 Explanation:  
 i. Index numbers are used to measure changes in the price level over a period of time. There is legal 

provision to pay the dearness allowance (D.A.) to employees in organised sector based on changes in 
Dearness Index.  

 ii. Hence, this illustration relates to the concept of ‘dearness allowance’ as Sameer gets an additional 
amount i.e. D.A. over and above his salary with the increasing inflation.  

Identify and explain the concepts from the given illustration. 
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1. Index numbers measure changes in the price level only.  
Ans:  No, I do not agree with the above statement. Index numbers measure changes in various economic 

variables.  

 Reason:  
 i. An index number is device to measure changes in economic variable (or group of variables) over a 

period of time. 

 ii. Index numbers are one of the most used statistical tools in economics. 

 iii. Index numbers were originally developed to measure changes in the price level. 

 iv.  In present time, it is also used to measure trends in a wide variety of areas such as stock market 
prices, cost of living, industrial and agricultural production, changes in exports and imports etc.  

 v. Hence, index numbers measure changes in many economic variables. 
 
2. Index numbers can be constructed without the base year. 
Ans:  No, I do not agree with the above statement. Base year is required to construct index numbers.  

 Reason:  
 i. An index number is a device to measure changes in an economic variable over a period of time.  

 ii. The year with which the changes are measured is termed as the base year.  

 iii. In other words, the year with respect to which comparisons are made is the base year. 

 iv. The base year is denoted by the suffix ‘o’. 

 v. If there is no base year, there will be no base against which current year variables can be measured.  

 vi. Hence, it is not possible to construct index numbers without base year. 
 
3. Index numbers are free from limitations.  
Ans:  No, I do not agree with the above statement. Index numbers suffer from certain limitation.  

 Reason: Various limitations of index numbers are explained below: 

 i. Based on samples: Index numbers are generally based on samples. It is not practically possible to 
include all the items in the construction of index numbers. Hence, they suffer from sampling errors.  

 ii. Bias in the data: Index numbers are constructed based on various types of data. There may be bias or 
errors in the collected data. This is bound to affect the results of the index numbers.  

 iii. Misuse of index numbers: Index numbers can be misused. They compare a situation in the current 
year with a situation in the base year. Hence, a person may choose base year which is suitable for his 
purpose.   

 iv. Defects in formulae: There is no perfect formula for the construction of index number. It is only an 
average and so, it suffers from all the limitations of an average.  

 v. Changes in the economy: The habits, tastes and expectations of people are always changing and all 
these changes cannot be included in the estimation of index numbers.  

 vi. Qualitative changes: The price or quantity index numbers may ignore the changes in product qualities. 
At any given time, a better quality commodity will have higher production cost and higher price than 
ordinary commodity. 

 vii. Arbitrary weights: The weights assigned to different commodities may be arbitrary.   

 viii. Limited scope: An index number has limited scope because if it is constructed for one purpose then it 
cannot be used for any other purpose. 

State with reasons whether you agree or disagree with the following statements: (T) 
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Chapter 6: Index Numbers 

 
 
 
1) Price Index and Quantity Index  
Ans: 

Price index Quantity index 
1)  Price index measures the general changes in 

prices of goods. 
1)  Quantity index measures changes in the level 

of output or physical volume of production in 
economy. 

2)  It compares the level of prices between two 
different time periods.  

2)  It compares the level of output between two 
different time periods.  

3)  Price Index Number: 

     P01 =



1

0

p
p

 × 100 

3)  Quantity Index Number: 

 Q01 = 



1

0

q
q

 × 100 

 
2) Simple Index Numbers and Weighted Index Numbers  
Ans: 

Simple index numbers Weighted index numbers 
1) Simple index numbers is a method of 

constructing index number in which every 
commodity is given equal importance 
(weightage). 

1) Weighted index numbers is a method of 
constructing index number in which suitable 
weights are assigned to various commodities. 

2) This method can be applied to determine 
price index number, quantity index number 
and value index number. 

2)  The method can be applied to determine 
price index number and special purpose 
index number.  

3) It is the easiest method of constructing index 
numbers. 

3) It is relatively complex as compared to simple 
index numbers.  

 
3) Laspeyre's Index and Paasche's Index  
Ans: 

Laspeyre's index Paasche's index 
1)  Laspeyre’s index was formulated by Etienne 

Laspeyres, a German economist.  
1)  Paasche’s index was formulated by Hermann 

Paasche, a German economist. 
2)  In this technique, ‘base year’ quantities are 

considered as weights. 
2)  In this technique, ‘current year’ quanitities are 

considered as weights. 
3)  Laspeyre’s price index is calculated as: 

 P01 =  


1 0

0 0

p q
p q

× 100   

3)  Paasche’s Price Index is calculated as: 

 P01 = 



1 1

0 1

p q
p q

 × 100 

 

Distinguish between: (T) 
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(A) Select the correct answer from the options given below and rewrite the statements: 
 
1. Entrepreneurs are referred to as the _______’factor of production’. 

a. last                                 b. fourth   c. first 
fourth 

2. The word ‘entrepreneur’ is derived from the _______ word ‘entreprendre’. (T) 
a.  Japanese                      b. English            c. French 

French 

3. ‘Entreprendre’ means to _______. (T) 
a.  undertake                    b. enterprise               c. businessman 

undertake 

4. _______ is not a characteristic of an entrepreneur.  
a. Highly pessimistic        b. Self-confidence       c. Hard work 

Highly pessimistic 

5. Entrepreneurs are not _______. 
a. open minded            b. close minded     c. proactive 

close minded 

6. The process of Entrepreneurship Development involves _______. 
a. training                      b. seminars           c. workshops 

 training 

7. EDP was first introduced in _______ in 1970. 
a. Andhra Pradesh           b. Tamil Nadu   c. Gujarat 

Gujarat 

8. The EDP’s are based on _______ experiments in Kakinada District of Andhra 
Pradesh. 
a. Richard Cantillon’s      b. McClelland’s               
c. Government of India’s 

McClelland’s 

9. Start-up India is an initiative of the _______. (T) 
a. RBI                                 b. Government of India  
c. World Bank 

Government of 
India 

10. The government has launched _______ program to help Indian entrepreneurs build 
10 lakh mobile app start-ups.  
a. I-MADE                          b. MUDRA Bank  c. Stand-up India 

I-MADE 

11. The _______ scheme aims to provide micro-finance to entrepreneurs from low 
socio-economic backgrounds.  
a. I-MADE                          b. MUDRA Bank’s       c. Stand-up India 

MUDRA Bank’s 

12. One of the objectives of EDP under Start-ups & Stand ups in India is to bring about 
reduction in _______. 
a. patent registration fees  b. startup funding pool        
c. number of start-ups  

patent registration 
fees 

13. Under Stand-up India, withdrawal of working capital upto ` 10 lakhs may be 
sanctioned by way of _______. 
a. cheque                          b. cash credit    c. overdraft 

overdraft 

14. _______ is the idea of bringing urban residents to rural areas, by empowering to 
local communities, both socially and economically. (T) 
a. Agro Tourism               b. Medical Tourism    c. Entertainment 

Agro Tourism 

15.  Business planning, finding land, managing employees, recordkeeping, insuring crops 
etc. all fall under the heading of _______. 
a. Agro Tourism               b. Business Management         
c. Farm Management 

Farm Management 

3 Entrepreneurship Development 

Objective Questions: 
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(B) Match the pairs: (T) 
 
 
 
 
 
 
 
 
 
 
 
 
  
(C) Write a word or a term or a phrase which can substitute each of the following 

statements:  
1. A person who is an innovator who introduces new combinations of means of 

production. (T) Entrepreneur 

2. An undertaking or adventure involving uncertainty, risk and requiring innovation. (T) Entrepreneurship 
3. A function of creating something new for an economic activity. (T) Innovation 
4. The most important trait of a successful entrepreneur. Passion 
5. The process that motivates a person into action and induces him to continue the 

course of action for the achievement of goals. (T) Entrepreneurship 

6. According to modern thinking, large number of entrepreneurs can be made 
through provision of these aspects. 

Education and 
training 

7. The process of enhancing entrepreneurial skills and knowledge through structured 
training and institution building programmes. (T) 

Entrepreneurship 
Development 

Programme (EDP) 
8. An entity which has it’s headquarter in India, which has opened less than 10 years 

ago and has annual turnover of less than ` 100 crores.  Start-up 

9. An initiative of GOI launched in 2016 that aims at building an ecosystem which will 
nurture start-ups in the country. Start-up India 

10. The initiative under Start-up India through which Government is proposing to 
introduce Start up Fests and to provide Pre-incubation training 

Industry - Academia 
Partnership & 

Incubation 
11. The pioneer state to develop & promote agro-tourism in the country.  Maharashtra 
12. An employee who has an authority and support of the organisation to implement 

his creative ideas. (T) Intrapreneur 
  
(D) State whether the following statements are true or false: 
1. The owner of a paan shop at the roadside corner cannot be called an entrepreneur. False 
2. The constraints on the size of business may restrict the entry of entrepreneur. False 
3. An entrepreneur should not be ready to work hard. (T) False 
4. The primary and secondary objectives of business enterprise may be different.  True 
5. Successful businessman takes calculated risks. (T) True 
6. An entrepreneur is basically an innovator. True 
7. Entrepreneurship is a full time job which requires dedication and hard work. (T) True 
8. Entrepreneurship is a non-economic activity. False 
9. According to traditional school of thought, 'entrepreneurs are born and not made'. True 
10. Start-up India is an initiative of the Government of France. (T) False 

Group ‘A’ Group ‘B’   
1. Gap filling function a. 2016  1 – g 
2. Entrepreneur b. Employment  2 – e 
3. Agro Tourism c. Old methods of production  3 – f 
4. Technology d. 2019  4 – h 
5. Start up India e. Self-motivated  5 – a 

  f. Rural tourism   
  g. Entrepreneurship   
  h. Latest knowledge   
  i. Necessity based   
  j. Medical Tourism   
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11. Promoting India as a start-up hub across the world is one of the objectives of Start-
Up India initiative.  

True 

12. One of the objectives of EDP is to build Start-up Oasis as Mumbai Incubation Centre. False 
13. Under the Stand-Up India Scheme, Rupay debit card is issued to the borrower. True 
14.  Agri-tourism can support agricultural economy. (T) True 
15. Since intrapreneur’s idea may not earn immediate revenue, he does not receive 

salary. 
False 

 
(E) Find the odd one: 
1. Communicator, Innovator, Self-starter, Inactive (T) Inactive 
2. Creative, Strong communication skills, Undisciplined, Open minded  Undisciplined 
3. Innovation, Lack of communication, Development of market, Determining the 

objectives (T) 
Lack of 

communication 
4. Lecture method, Demonstration Method, Observation Method, Individual Instructions Observation Method 
5. Trekking, Wildlife study, Horseback riding, Indoor games. (T)       Indoor games 
 
(F) Complete the sentences:  
1. Around 1700 A.D. the term ‘entrepreneur’ was used in France for _______. contractors or 

architects 
2. An entrepreneur is a person who starts a _______. (T) business/enterprise 
3. The entrepreneur can change the objectives of the business as per the _______. market situations 
4. One of the keys to success of business enterprise is co-ordination among _______. employees 
5. Leadership and managerial skills are the most important facets of _______. entrepreneurship 
6. _______ is a scheme of instructions which is planned, systematic, consistent, 

pervasive and monitored to measure its effectiveness.  
Training 

7. EDP was first introduced in Gujarat in 1970 and was sponsored by the _______. Gujarat Industrial 
Investment 
Corporation 

8. ‘Start-up India’ initiative was launched in _______. (T) 2016 
9. One of the objectives of Start-up India initiative is freedom from tax for first 

_______. 
3 years of 
operation 

10. Objective of EDP under Start-ups & Stand ups India is to involve 10 lakh children in 
_______. 

innovation-related 
programs 

11. The loan under the Stand-up India scheme is repayable by the borrower in 7 years 
with a maximum moratorium period of _______. 

18 months 

12. Agri-tourism is considered to be growth industry in many parts of the world including 
_______. 

India, Australia, 
Canada,  

United States and 
Philippines 

(G) Select the correct option from the bracket:  
1. (Innovation, Niche tourism, Agro-tourism, Entrepreneurship) (T)   

Sr. No. Group ‘A’ Group ‘B’ 
1. The idea of bringing urban residents to 

agricultural farm 
_______ 

2. Agro-tourism is a form of  _______ 
3. _______ To introduce new combination of products & 

features 
4. _______ A full-time job which requires dedication and 

hard work   
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Ans: 
Sr. No. Group ‘A’ Group ‘B’ 

1. The idea of bringing urban residents to 
agricultural farm 

Agro-tourism 

2. Agro-tourism is a form of Niche tourism 
3. Innovation To introduce new combination of products & 

features. 
4. Entrepreneurship A full-time job which requires dedication and 

hard work.  
 
2. (Function of an entrepreneur, Passion, Highly optimistic, Characteristic of entrepreneurship)   

Sr. No. Group ‘A’ Group ‘B’ 
1. Characteristics of an entrepreneur _______ 
2. _______ Organising funds 
3. Qualities of an entrepreneur _______ 
4. _______ Gap filling function 

  
Ans: 

Sr. No. Group ‘A’ Group ‘B’ 
1. Characteristics of an entrepreneur Highly optimistic 
2. Functions of an entrepreneur Organising funds 
3. Qualities of an entrepreneur Passion 
4. Characteristic of entrepreneurship Gap filling function 

 
(H) Answer in one sentence:  
1. Who described ‘Entrepreneurship’ as the founding of a private enterprise? (T) 
Ans: In 1848, the famous economist John Sturt Mill described ‘Entrepreneurship’ as the founding of a private 

enterprise.  
2. Who is ‘entrepreneur’? (T) 
Ans: An entrepreneur is a person who starts a business and is willing to risk loss in order to make money.   
3. What does gap filling function of the entrepreneurs refer to? 
Ans: It refers to entrepreneur’s job of filling the gap or making up the deficiencies (shortfall) which always exist 

in the knowledge about the production function.   
4. How does training help entrepreneurs in the production process? 
Ans: With the help of training, excessive scraps, defective outputs and wastages in the production process can 

be minimised.  
5. Name some methods of training.  
Ans: The methods of training are lecture method, demonstration method, individual instructions, group 

instructions, meetings, conferences, seminars etc.  
6. What is the aim of the Start-up India initiative? 
Ans: Start-up India initiative aims at building an ecosystem which will nurture start-ups in the country so that 

sustainable economic growth and large scale employment opportunities can be generated.  
7. What is the objective of the Stand-up India scheme? 
Ans: The objective of Stand-up India scheme is to facilitate bank loans between ` 10 lakhs and ` 1 crore to at 

least one scheduled caste (SC) or scheduled tribe (ST) borrower and at least one woman borrower per bank 
branch for setting up a Greenfield enterprise.   

8. What is a Greenfield enterprise? 
Ans: A Greenfield enterprise refers to first time venture of the beneficiary in the manufacturing or services or 

trading sector.  
 Note: Here, beneficiary means a borrower under the Stand-up India scheme. 
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9. What is Agro tourism? (T) 
Ans: Agro tourism is the idea of bringing urban residents to rural areas for leisure travel and spending.   
10. What activities fall under “Farm Management”? 
Ans: Business planning, finding land, managing employees, record keeping, adhering to regulations, insurance of 

crops and preparing for a rainy day and retirement, are all activities that fall under “farm management”.  
(I) Correct the underlined word and rewrite the following sentences: 
 
1. The word ‘Entrepreneur’ comes from the German verb entreprendre, it means ‘to undertake’. (T) 
Ans:  The word ‘Entrepreneur’ comes from the French verb entreprendre, it means ‘to undertake’.  
2. Entrepreneurs try to make home a better place where the needs of consumers can be satisfied. (T) 
Ans:  Entrepreneurs try to make market a better place where the needs of consumers can be satisfied.  
3. Innovation should have a strong support of determination.  
Ans:  Innovation should have a strong support of creativity.  
4. The Start-up India Action Plan focuses of making compliance procedures easy for MNCs.   
Ans:  The Start-up India Action Plan focuses of making compliance procedures easy for start-ups.    
5. EDP aims at widening base for large scale industries. 
Ans:  EDP aims at widening base for small and medium scale industries.  
6. I:MADE program aims to help Indian entrepreneurs to build 21 lakh mobile app start-ups. 
Ans:  I:MADE program aims to help Indian entrepreneurs to build 10 lakh mobile app start-ups.  
7. The loans under Stand-up India scheme will be composite i.e. inclusive of term loan and short-term loan. 
Ans:  The loans under Stand-up India scheme will be composite i.e. inclusive of term loan and working capital.  
8. The loan taken under Stand-up India scheme is repayable in ten years. (T) 
Ans:  The loan taken under Stand-up India scheme is repayable in seven years.   
9. An entrepreneur has the authority and support of employer to implement his own innovative ideas. 
Ans:  An intrapreneur has the authority and support of employer to implement his own innovative ideas.  
10. Intrapreneurs are the backbone of nation's economic progress. 
Ans: Entrepreneurs are the backbone of nation's economic progress.          
1. Entrepreneur (T) 
Ans:  An entrepreneur is “a person who starts a business and is willing to risk loss in order to make money”. If 

there is no real business or risk, a person cannot be called as an entrepreneur. Any person from a local 
plumber to a person running a laundry service to the owner of a multibillion business is an entrepreneur. 

 
2. Entrepreneurship 
Ans:  Entrepreneurship means the willingness of an individual to start a new business venture by taking risk and 

managing it in technology-enabled competitive global environment. It is the process where one decides to 
build a business career by finding the market options and mobilising the available resources.  

3. Training 
Ans:  Training is a scheme of instructions which is planned, systematic, consistent, pervasive and monitored to 

measure its effectiveness. It is an integral input of managerial development. Training helps to build 
necessary skills of new entrepreneurs.   

4. Entrepreneurship Development Programme (EDP) 
Ans:  EDP is defined as “a programme designed to help a person in strengthening his entrepreneurial motive and 

in acquiring skills and capabilities necessary for playing his entrepreneurial role efficiently”.  EDP is a 
program through which: 

 i. People with entrepreneurial traits are identified. 
ii. They are motivated to take up new industrial venture. 

Explain the following terms/concepts: 
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 iii. They are trained in managing the unit. 
 iv. They are guided in all aspects of starting a venture.  

5. Start-ups (T) 
Ans:  A start-up is defined as an entity: 
 i. Having it’s headquarter in India. 
 ii. Opened less than 10 years ago. 
 iii. Has annual turnover of less than ` 100 crores.   

6.  Stand-ups (T) 
Ans:  Stand-up India was launched by GOI on 5th April 2016 to support entrepreneurship among women and SC & 

ST communities. The objective of Stand-up India scheme is to facilitate bank loans between ` 10 lakh and  
` 1 crore to at least one Scheduled Caste (SC) or Scheduled Tribe (ST) borrower and at least one women 
borrower per bank branch for setting up a Greenfield enterprise.  

7.  Agro-tourism (T) 
Ans:  Agro-tourism is the idea of bringing urban residents to rural areas for leisure travel and spending. It is a 

commercial enterprise at a working farm, ranch or agricultural plant conducted for the enjoyment of visitors 
that generates supplement income for the owner.   

8. Intrapreneur (T) 
Ans:  An intrapreneur is an employee who has the authority and support of his company/employer to implement 

his own innovative and creative ideas. His idea or product may or may not earn immediate revenue for the 
company. Still, the employee keeps receiving his salary. 

 
 
 
1. Entrepreneurs are the backbone of nation’s economic progress.  
Ans: i. Entrepreneurs are innovators, owners, producers, market creators, decision takers and risk takers.  
 ii. They utilise other factors of production i.e. land, labour & capital to produce goods & services 

required by consumers.  
 iii. They try to make the market a better place where the needs of the consumers can be satisfied.  
 iv. They generate employment opportunities.  
 v. Hence, entrepreneurs are the backbone of nation’s economic progress.   
2. Entrepreneurship is the best source for self-employment. (T) 
Ans: i. Entrepreneurship means the willingness of an individual to start a new business venture by taking risk 

and managing it in competitive global environment.  
 ii. The entrepreneurs are passionate to innovate, lead, invent, or pioneer with disruptive product or 

technology.  
 iii. The size of business, the type of work involved, the age or the formal education of the entrepreneur 

etc. does not restrict the entry of the entrepreneur.  
 iv. Similarly, the label of success or failure also does not matter.  
 v. Hence, entrepreneurship is the best source for self-employment.   
3. Successful businessman takes calculated risk. (T) 
Ans: i. An entrepreneur is a person who starts a business and is willing to risk loss in order to make money.  
 ii. He is well informed & well aware about the current market scenario. He also has a good foresight 

about future market situation. 
 iii. He is ready to face challenges and always seeks new and more opportunities. 
 iv. However, he is aware that his decisions can have a huge impact on the future of the organisation.  
 v. Hence, successful businessman takes calculated risks.   
4. Entrepreneur must be a good communicator. (T) 
Ans: i. An entrepreneur needs to communicate with customers, suppliers, creditors, employees etc.  
 ii. He must be able to express his ideas and strategies effectively in order to succeed.  
 iii. The entrepreneur also has to motivate the employees so that the business grows overall. 
 iv. It is necessary that there is a proper understanding between the sender and the receiver of message.  
 v. Hence, the entrepreneur must be a good communicator.  

Justify the following statements: 
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5. An entrepreneur must be an innovator. (T) 
Ans: i. The entrepreneur introduces new combinations of means of production.  
 ii. He must introduce new products or bring changes in the existing products.  
 iii. Customers are satisfied only when new products or new features in existing products are introduced.  
 iv. Innovation is also necessary to solve problems that arise in business.  
 v. Hence, an entrepreneur must be an innovator.   
6.  Entrepreneurship is an economic activity.  
Ans: i. An entrepreneur produces a new product for the customers as per their needs.  
 ii. He does this in order to satisfy human wants and earns profit in return.  
 iii. It is a systematically planned activity as per the skills and knowledge of the entrepreneur.  
 iv. Hence, entrepreneurship is an economic activity.    
7. Entrepreneur is a risk-bearing agent in production.  
Ans: i. Uncertainty is defined as a risk which cannot be insured against and is not calculable.  
 ii. The entrepreneur buys factors of production at certain price and utilises them to create product or 

service.  
 iii. He then sells the product or service in the future at an uncertain price.  
 iv. There is no certainty that the entrepreneur will earn a profit every time. He may also suffer a loss.  
 v. Hence, entrepreneur is a risk-bearing agent in production.    
8. Training broadens the vision of entrepreneurs. (Mar’ 15) 
Ans: i. Training is a scheme of instructions which is planned, systematic, consistent, pervasive and monitored 

to measure its effectiveness. 
 ii. It provides entrepreneurs with opportunity to get an experience within and outside industry.  
 iii. It imparts knowledge of marketing, production methods, consumers’ education etc.  
 iv. Training exposes an entrepreneur to the latest development which can directly or indirectly affect 

him. 
 v. Hence, training broadens the vision of entrepreneurs.   
9. With creativity, farmers can expand their agro-tourism business.  (T) 
Ans:  i. Agro-tourism is the idea of bringing urban residents to rural areas for leisure travel and spending.  
 ii. Farmers can add value to the guests’ experience by offering them refreshments.  
 iii. They can introduce fun, entertaining activities like contests, adult and children’s classes or games such 

as straw mazes, pumpkin painting and scarecrow making.  
 iv. Adults may enjoy historic displays or classes on painting.  
 v. Happy customers will surely return and they will also tell their friends & family about the farm. 
 vi. Hence, with creativity, farmers can expand their agro-tourism business.  
 
   
1. Mr. Soham is young MBA degree holder, Mr. Navin is B.Com graduate. Mr. Soham is willing to start dairy 

farm at his village. Mr. Navin is willing to work as cashier in Private Company.  
 i. Find out dream of Soham. 
 ii. State any one characteristic of entrepreneur. 
 iii. To become successful entrepreneur, which qualities Mr. Soham should have?    (T) 

Ans: i. The dream of Soham is to become an entrepreneur by starting dairy farm business. 
 ii. A feature of entrepreneur is ‘hard work’. An entrepreneur has to put in long hours of hard work, 

especially during the starting phase of the business.  
 iii. The following are the qualities which Mr. Soham should have in order to become a successful 

entrepreneur:  
  a. Disciplined   b. Confidence 
  c. Open Minded  d. Self-Starter 
  e. Competitive   f. Creativity 
  g. Determination  h. Strong communication skills 
  i. Strong work ethic  j. Passion 

Study the following case/situation and express your opinion 
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2. Anuja is a science post-graduate and working in a private organisation as a senior quality assurance 
executive. However, she now wants to quit her job and start her own business. She has a innovative 
business idea in mind.   

 i. Can Anuja be considered an entrepreneur? 
 ii. Is there any government scheme from where she can raise funds for her venture? 
 iii. Does Anuja have any other option rather than quitting her job but still pursuing her business 

idea? 
Ans: i. No, at present Anuja cannot be considered an entrepreneur as she is still working as an employee. 

However, she will be an entrepreneur once she starts her business enterprise. 
 ii. Yes, Anuja can raise funds through Stand-up India scheme which facilitates bank loans between ` 10 

lakhs and ` 1 crore to at least one woman borrower per bank branch for setting up a Greenfield 
enterprise.  

 iii. I feel Anuja should talk to her employer about her wish to start her own business. If she gets the 
authority and support of her company/employer, she can implement her own innovative & creative 
ideas. In this case, even though the idea or product may not earn immediate revenue for the 
company, she will continue receiving her salary. She will become an intrapreneur.  

 
3. Tushar has his own farm at Neral in Maharashtra. He currently grows some vegetables on his farm but he 

is looking at opportunities to increase his income from the farm. So, he is thinking of inviting his friends 
from the city to his farm. He is setting up a small restaurant on his farm where he will serve freshly 
cooked food to the guests. He is also setting up some recreation activities & games for entertainment of 
the guests.  

 i. What is the term to describe Tushar’s idea? 
 ii. What can Tushar do to add value to his guests’ experiences? 
 iii. How can Tushar expand his recreation activities? 

Ans: i. The term to describe Tushar’s idea is agro-tourism which means bringing urban residents to rural 
areas for leisure travel and spending.  

 ii. Tushar can add value to guests’ experience by offering them refreshments complimenting what he 
produces on the farm such as milk, fresh food, fresh fruit juice etc.  

 iii. Over a period of time, Tushar can expand the recreation enterprise through fun, entertaining activities 
like contests, adult and children’s classes or games such as straw mazes, pumpkin painting and 
scarecrow making. For adults, there can be historic displays or classes on painting.   
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(A) Select the correct answer from the options given below and rewrite the statements:
 
1. Deposits are _______ loans of the company. (T)

a. fixed b. short term c. long term
short term 

2. Public Deposits are accepted to meet the requirement of _______ capital. (T)
a. fixed b. working c. owned

working  

3. Depositors provide _______ capital to the company. (T)
a. short term b. long term c. medium term

short term 

4. Depositors are _______ of a company. (T)
a. members b. creditors c. debtors

creditors 

5. A company cannot accept deposit for less than _______ months. (T)
a. 6 b. 3 c. 5

6 

6. A Company cannot accept deposit for more than _______ months. (T)
a. 24 b. 36 c. 45

36 

7. _______ has the power to invite deposits from Public. (T)
a. Shareholders b. Auditors c. Board of Directors

Board of Directors 

8. The return or income for the investment of money in deposits is called _______ (T)
a. dividend b. interest c. discount

interest  

9. Rate of interest on deposits is _______ (T)
a. fixed b. fluctuating c. moderate

fixed 

10. The Deposit Receipt has to be sent within _______ days from the date of acceptance
of deposits.
a. 10 days b. 21 days c. 31 days

21 

11. The company pays interest to the depositors through _______.
a. interest warrant b. cheque c. cash

interest warrant 

12. When a deposit is renewed a _______ receipt is sent to the depositors.
a. Interest Warrant b. Deposit Certificate
c. Renewal Deposit Receipt

Renewal Depsoit 
Receipt  

13. The printed application forms for renewal of deposits are to be sent to all depositors
atleast ______before the maturity date.
a. two months b. 15 days c. one month

one month 

14. The deposits are redeemed when _______.
a. the deposits mature
b. the shareholder decides
c. the company eans profits

the deposits 
mature 

(B) Match the pairs: (T)
1. 

Objective Questions: 

Group ‘A’ Group ‘B’ 
1. Depositors  a. Fixed 1  d 
2. Rate of interest on deposits b. Evidence of ownership 2  a 
3. Deposit receipt c. Debtors 3  e 

d. Creditors 
e. Evidence of deposit 
f. Fluctuating  

8 Correspondence with Depositors 
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(C) Write a word or a term or a phrase which can substitute each of the following 
statements: 

 
1. Short term source of finance of the company.    Deposits 

2. Short term financiers of the company Depositors  

3.   Letter sent to depositors by a company immediately after receiving the deposits. Letter of thanks 

4. An acknowledgement of the fixed deposit accepted by a company (T) (Mar’ 17) Fixed Deposit 
Receipt 

5.   Minimum period of deposits. 6 months 

6. Maximum period of deposits (T) 36 months 

7. Return on investment on deposit (T) Interest 

8. Instrument for payment of interest on deposit (T) Interest Warrant 

9. The process where the depositor continues the deposit for a additional time after its 
maturity date. 

Renewal of deposit 

10 The letter informing the depositor that his deposit has been renewed. Letter of Renewal 

11   The receipt sent on renewal of deposit. Renewal Deposit 
Receipt 

12 Return of deposits on maturity date (T) Repayment of 
Deposit  

 
(D) State whether the following statements are true or false: 
 

1. Fixed deposit is a short term source of finance for the company. (T) True  

2. Public Deposit is a good source of long-term financing (Jul’17) False  

3. Fixed Deposit holder is creditor of the company. (T) True  
4. Deposits are invited by the company without issuing statutory advertisement. (T) False  
5. A private company cannot accept the deposits from the general public. (T) (Feb’ 19, 

Feb’ 20) True  

6. A company can accept deposit with a maturity period of 3 months False  
7. A company cannot accept deposit for a period of more than 36 months. True   

8. The depositors can participate in the decisions making process of the company False  

9. The depositor enjoys one vote for every deposit certificate they hold False  

10. Fixed Deposit holders are entitled to receive dividend. (T) False  

11. The company pays interest to the depositors depending on the profits made by the 
company. 

False  

12. The Deposit Receipt has to be sent within 21 days from the date of acceptance of 
deposits. 

True  

13. The company chooses to renew the deposits of the depositor False 

14. When the depositor renews the deposit it is renewed for the original time period False  

15. It is binding on the company to repay the deposit True 
16. Depositors are given voting rights. (T) False 
 
(E) Find the odd one: 
 

1. Dividend, Depositor, Deposit receipt (T) Dividend 

2. Depositor, Depository, Deposit receipt (T) Depository 

3. Depositor, Debentureholders, Shareholders Shareholders 
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(F) Complete the sentences:
1. Depositors are the _______ of the company. (T) creditors  

2. Deposit is a _______ term source of finance of the company. (T) short  

3. The depositors are _______ financiers. short term  

4. A company can accept deposits for the minimum period of _______ months. (T) six  

5. The _______ must be cautious and careful while writing letters to the depositors. (T) secretary 

6. The _______ is a proof of receipt of deposit. Deposit Receipt 

7. Depositors are entitled to receive _______ at fixed rate. (T) interest  

8. The process where the depositor continues with the deposit even after the maturity
date of the deposit is called _______.

renewal of deposit 

9. The Renewal of Deposit Form is sent to all depositors at least _______ month before
the maturity date.

one  

10. A _______ is enclosed along with the Letter of Renewal. Renewal Deposit 
Receipt  

11. The letter of repayment is sent to the depositor when the deposit is _______. redeemed  

(G) Select the correct option from the bracket: (T)
1. (Interest, Creditor of the company, 36 months, 6 months)

Sr. No. Group ‘A’ Group ‘B’ 
1. Depositor _______ 
2. Return on Deposits _______ 
3. _______ Maximum Period of Deposits 
4. Minimum Period of Deposits _______ 

Ans:  
Sr. No. Group ‘A’ Group ‘B’ 

1. Depositor Creditor of the company 
2. Return on Deposits Interest 
3. 36 months Maximum Period of Deposits 
4. Minimum Period of Deposits 6 months 

(H) Answer in one sentence:
1. Who is depositor? (T)
Ans:  A depositor is a person who subscribes to the deposits of a company.   

2. What source of finance is used by the company to meet its working capital requirements?
Ans:  Deposits are used by the company to meet its working capital requirement. 

3. What is minimum and maximum period of deposit? (T)
Ans:  The minimum period of deposit is 6 months and the maximum period is 36 months. 

4. When is a Letter of Thanks sent to the depositors?
Ans:  A Letter of Thanks is sent by a company to the depositors immediately after receiving the amount of deposit

from them. 
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5. Which document is sent along with the Letter of Thanks to the depositors? 
Ans:  The Deposit Receipt is sent to the depositor along with the Letter of Thanks.   
6. What is the return on deposit? (T) 
Ans:  A fixed rate of interest is the return on deposit.  
7. What is Interest Warrant? (T) 
Ans:  Interest Warrant is an instrument issued by the company for payment of interest on a deposit.  
8.  What is renewal of deposit? (T) 
Ans:  A process whereby the deposit holder continues with the deposit for an additional time period after the 

completion of the initial time period of investment (deposit) is called as ‘Renewal of Deposit’.  
9. When does a company sent the Renewal Letter? 
Ans:  A company sends the Renewal Letter if the depositor renews his deposits.   
10. Which document is enclosed along with the Renewal Letter? (T) 
Ans:  A Renewal Deposit Receipt is enclosed along with the Renewal Letter.  
11. When is the form for the Renewal of Deposits sent by the company? 
Ans:  The form for the Renewal of Deposits is sent by the company one month before the maturity date.  
12. When will the company return the deposit? (T) 
Ans: The company will return the deposit on maturity of the tenure of deposit.  
13. What will happen if the company fails to repay the deposit? 
Ans:  If the company fails to repay the deposit, it will result in the levy of fine.  
(I) Correct the underlined word and rewrite the following sentences: 
 
1. Depositors are owners of the company. (T) 
Ans:  Depositors are creditors of the company.   
2. Deposits are the internal source of financing. (T) 
Ans:  Deposits are the external source of financing.  
3. Deposit is a long term source of capital. (T) 
Ans:  Deposit is a short term source of capital.  
4. A company cannot accept deposits for a period less than 3 months 
Ans:  A company cannot accept deposits for a period less than 6 months  
5. A Deposit Receipt is a proof of repayment of deposits. 
Ans:  A Deposit Receipt is a proof of receipt of deposits.  
6. The Deposit Receipt is sent within 21 day from the date of the advertisement. 
Ans:  The Deposit Receipt is sent within 21 day from the date of acceptance of deposits.  
7. Depositors are entitled to receive dividend. (T) 
Ans:  Depositors are entitled to receive interest.  
8. Deposit is owned capital. 
Ans:  Deposit is borrowed capital.  
9. On maturity of tenure of the deposit, it is binding on the company to renew the deposit. 
Ans:  On maturity of tenure of the deposit, it is binding on the company to repay the deposit.   
(J) Arrange in proper order: 
 
1. i. Renewal of Deposit  2. i. Payment of Interest   
 ii. Acceptance of Deposits   ii. Deposit Receipt  
 iii. Deposit Receipt     (T)   iii. Acceptance of Deposits (T) 
Ans:  i. Acceptance of Deposits  Ans:  i. Acceptance of Deposits 
 ii. Deposit Receipt    ii. Deposit Receipt 
 iii. Renewal of Deposit   iii. Payment of Interest 
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3. i. Repayment of deposit  4. i. Interest Warrant  
 ii. Acceptance of deposit   ii. Letter of thanks 
 iii. Maturity of tenure   iii. Renewal of Deposit Form 
Ans:  i. Acceptance of Deposit  Ans:  i. Letter of thanks 
 ii. Maturity of Tenure    ii. Interest Warrant 
 iii. Repayment of Deposit   iii. Renewal of Deposit Form         
1. Depositor  
Ans: A depositor is a person who subscribes to the deposits of a company.  He is a creditor of the company. 

Depositors get interest as a return on their investment of money in deposits.  
  
2. Deposit  
Ans:  Deposit is a short term source of finance of the company and it is used to meet the short term working 

capital requirements of the company. Company cannot accept deposit for a period of less than 6 months or 
more than 36 months. The company is liable to pay regular interest on the deposits at a fixed rate along with 
the principal amount on maturity. 

 
3. Deposit Receipt  
Ans:  The company accepts deposits in order to meet the short term requirement of the company. The Deposit 

Receipt is a proof of receipt of deposit. It is sent to the depositor within 21 days from the date of acceptance 
of deposits. 

 
4. Interest on Deposit  
Ans:  The company accepts deposits in order to meet the short term requirement of the company. Deposit is a 

borrowed capital. The company is liable to pay a fixed rate of interest on the amount invested in deposits by 
the depositors. The company pays interest through interest warrant or electronic mode i.e. NEFT, ECS etc.  

 
5. Renewal of Deposit  
Ans:  A process whereby the deposit holder continues with the deposit for an additional time period after the 

completion of the initial time period of investment (deposit) is called as ‘Renewal of Deposit’. The additional 
period can be similar or different from the original time period. Deposit Renewal Form is sent to depositors 
at least one month before the maturity date.  

 
6. Repayment of Deposit  
Ans: Repayment of deposit refers to returning the money invested by the deposits on completion of tenure of 

the deposits. On maturity of tenure of deposits, it is binding on the company to repay the deposit. Default in 
repayment of deposit results in levy of penalty. 

 
     
1. The Company Secretary should take certain precautions while corresponding with depositors. (T) 
Ans: i. Depositors are creditors of the company.  
 ii. The company secretary has to correspond with the depositors on various occasions.  
 iii. While writing letters, a secretary should provide correct, up-to-date and factual information to the 

depositors. 
 iv. He should be prompt in replying to any queries or complaints of depositors.  
 v. He should not give out sensitive and confidential information about the company. He should always 

strive to maintain good image of the company.  
 vi. The secretary should follow the provisions of the Companies Act, 2013 and its latest amendments.  
 vii. Most importantly, he must use courteous language during all his correspondence.  
 viii. Thus, the company secretary should take certain precautions while corresponding with depositors.   

Justify the following statements: 

Explain the following terms/concepts: (T) 
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2. There are certain circumstances when a secretary has to correspond with Depositors. (T)
Ans: i. Deposits is borrowed capital of a company.

ii. Depositors are the creditors of the company.
iii. The secretary has to communicate the decisions of the management and other information to the

depositors by conducting correspondence
iv. The secretary has to correspond with depositors under the following circumstances:

a. Thanking depositors for depositing amount and showing faith in the company.
b. Intimation about payment of interest
c. Renewal of deposits
d. Informing depositors about repayment of deposits on maturity.

v. Thus, there are certain circumstances when a secretary has to correspond with depositors.

3. Depositors are the creditors of the company.
Ans: i. Deposit is a short term source of finance of the company and it is used to satisfy short term working 

needs of the company.  
ii. Deposit is a borrowed capital of the company.
iii. A depositor is a person who subscribes to the deposits of a company.
iv. The company pays interest to depositors for the money invested by them in the deposits.
v. On maturity of tenure of deposits, it is binding on the company to repay the deposits.
vi. Default in repayment of deposits results in levy of penalty.
vii. Thus, depositors are the creditors of the company.

1. XYZ Industries Ltd has decided to raise capital through issue of deposits. It puts up an advertisement for
the same. It receives the deposits on 1st  April, 2019.
i. What is the minimum duration the company has to issue deposits?
ii. What is the maximum period that the company can issue the deposits?
iii. Within what date should the company send the receipt of deposit?

Ans: i. The company has to issue deposit for a minimum period of 6 months i.e. till 30th September, 2019
ii. The company can issue deposit for not more than 36 months i.e. not exceeding

31th March, 2022.
iii. The company should send the receipt of deposit within 21 days from the date of acceptance of

deposits i.e. by 21st April, 2019.

2. Zenith Industries Ltd had issued deposits on 1st April 2017.The deposit will mature on 31st May, 2019.
Some depositors want to renew their deposits.
i. What is the obligation of the company on maturity of the deposit?
ii. What should the company do if a depositor decides to renew?
iii. Will the deposit be renewed for the same period as the original deposit i.e. 2 years?

Ans: i. The company is obligated to repay the deposit on the maturity date. 
ii. If a depositor decides to renew the deposits, the company must send a Letter of Renewal to such

depositors alongwith the Renewal Deposit Receipt.
iii. The depositor can renew the deposit for the same period of 2 years or a different time period but for

a period of not less than six months and not more than 36 months.

Study the following case/situation and express your opinion 
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