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SPECIAL REVISION TEST  JANUARY 2018   -VELLORE DT 

COMMERCE  KEY 

PART A 

 CHOOSE  FILL- UP 

1 Joint stock companies 21 Multinational Companies 
2 51% 22 Government servent 

3 joint Hindu family business 23 Board of organisation 

4 Global giant 24 Departmental orgamsation 
5 Departmental undertakings 25 Deparmentation 

6 Quick 26 consumers 

7 Small scale concerns 27 Sole trader 

8 Unlimited 28 Sole trader 

9 Firm 29    Unlimited liabilty 

10 Joint venture 30 Sleeping partner 

11 20 31 Unlimited liabilities 

12 Principal and agent 32 Partnership Firm  dissoluttion 

13 Optional 33 Agreed ratio 

14 1932 34 Utmost good faith 

15 Agreement 35 Robert owen 

16 Village and town 36 Small traders 

17 Unlimited 37 limited 

18 England 38 Retailing 
19 Can be  repaid 39 Democratic management 

20 Goods 40  14 % 

                                                    PART -B 

41  According to Lewis H.Haney, “Organisation is a harmonious adjustment of specialised parts 

for the accomplishment of some common purpose or purposes”.. 

 

42 In this organization management is carried on by a government nominated independent 

Board. It has its own rules and regulations. Tamil Nadu Electricity Board, Tamil Nadu Housing 

Board, TamilNadu Water and Drainage Board are the examples of Board Organisation. 

. 

43.Co-Ordination -The various activities of undertaking should be co-ordinated to securethe 

desired results. The different departments may have to function frequently inclose consultation 

with other departments in a departmental store 

 

44.. Public Corporation 

This is established under a specific statute passed in the parliament. It isknown as a statutory 

corporation because it is created by a statute. The statutedefines its objectives, powers and 

functions. 
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45,Unlimited Liability -The liability of the proprietor for the debts of the business is unlimited. 

Thecreditors have the right to recover their dues even from the personal property of theproprietor 

in case the business assets are not sufficient to pay their debts  
 

46 -A sole trader ship is the oldest form of business organisation. It is easy and simple to 

organise. It is found in each and every country in the world. This type of organisation has not lost 

its utility even today.  

 

47 - . Non-corporate business- may be organized  either as a sole  proprietorship or as a  

partnership or as a joint hindu family business.  

 

48-PARTNERSHIP DEED-A partnership firm can be formed through an agreement among two 

or more persons. In India this agreement may be oral or in writing. But it is desirable to have it in 

writing to avoid any misunderstanding among the partners in future  

 

49 .PARTNERSHIP Define - According to the Section 4 of Indian Partnership Act of 1932, 

partnership is “the relation between persons who have agreed to share the profits of a business 

carried on by all or any of them acting for all”. 

 

50- Implied Authority of a Partner 

An implied authority is a right vested with a partner to be used in emergency situations to protect 

the interest of the firm.  “the act of a partner which is done to carry on, in the usual way, business 

of the kind carried on by the firm, binds the firm”. 

 

51-Minor as a Partner 

A minor is a person who has not completed 18 years of age, where a guardian is appointed by a 

court, his age of majority extends to 21 years. Legally, a minor cannot become a partner because 

he is incapable of entering into a contract 

 

52 co-operative society definition-- According to H.C. Calvert “ A co-operative society is a form 

of organization wherein persons voluntarily associate together as human beings on the basis 

ofequality for the promotion of economic interests of themselves”. 

 

53  Examples of consumer co-operative stores 

Kamadhenu super market –chennai 

Chintamani                            -trichy and kovai 

Karpagam                               vellore and villupuram 

Ponni                                        salem 

 

 

54 one man one vote- Co-operatives Societies are managed on democratic lines every member 

has only one vote irrespective  of the number of shares held by him 

 

55 -Co-operative movement can be traced back to about 150 years. ROBERT OWEN started the 

first ever co-operative movement in the year 1844 with 28 members called as ROCH DALE 

society of Equitable pioneers. 
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                                                            PART –C 

56. India is unique in the system of Joint Hindu Families. A Joint Hindu Family comprises of 

father, mother, sons, daughters, grandsons and granddaughters. They hold the property jointly. 

They do the business under the control of the head of the family. These families have been 

engaged in occupations like agriculture, handicrafts, small industries etc. These business units 

are known as Joint Hindu family business.  

       There will not be any agreement among members. The firm is owned by the members of the 

family who have inherited their ancestral property.   Their membership is conferred upon the 

members by virtue of their birth in the family. The head of the family is known as ‘KARTA’. 

The members are called coparceners. It is regulated by the provisions of Hindu Law. 

 

57. Multinational Companies (MNC’s) 

The term “multinational” consists of two different words, ‘multi’ and ‘national.’ The prefix 

‘multi’ means ‘many’, while the word ‘national’ refers to nations or countries.  

A multinational corporation is also known as a transnational corporation,namely, ‘Global giant’, 

or ‘World enterprise’ or ‘international enterprise’. All forms of business organisation that 

transcend political frontiers may be called as multinational firms. 

FEATURES 

1. A multinational company is operated in more than one country simultaneously. 

2. It is generally very large in size. 

3. Its purpose is to reduce transport costs and to make use of raw materials, labour, capital and 

market of foreign countries. 

58.. PARTNERSHIP DEED 

A partnership firm can be formed through an agreement among two or more persons. In India 

this agreement may be oral or in writing. But it is desirable to have it in writing to avoid any 

misunderstanding among the partners in future.  The partnership agreement is also known as 

Partnership Deed or Articles of Partnership. 

Contents of Partnership Deed 

A partnership deed will usually provide for the following matters. 

1. Name of the firm. 

2. Date of agreement and principal place of business. 

3. Names and addresses of all the partners. 

4. Nature of business proposed to be carried on by the firm. 

5. Duration of the partnership, if any. 

6. Amount of capital contributed by each partner. 

7. Amount of withdrawal of each partner. 

8. Profit sharing ratio. 

9. Salary payable to active partner or partners. 

10. Interest on capital and interest on drawings. 

11. Procedure for admission or retirement of partners. 

12. Manner of dissolving the firm and the mode of settlement of accounts on suchdissolution. 

13. Maintenance of books of accounts and their audit. 

14. Interest to be allowed on partner’s loans and advances to the firm. 

15. Mode of valuation of goodwill on admission, retirement or death of a partner. 

16. Procedure for settlement of disputes among partners by arbitration. 
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The contents of a partnership deed can be altered only with the consent of allthe partners 

59.KINDS OF PARTNERS 

1. Active Partner 

A partner who takes active part in the management of the partnership firm isknown as active or 

working or managing or general partner. His liability is unlimited. 

2. Sleeping Partner or Dormant Partner 

The partners who merely contribute capital and do not take active interest inthe conduct of the 

business of the firm are called sleeping or dormant or financingpartners. 

3. Nominal or Ostensible Partner 

He is a partner who neither contributes capital nor takes any part in themanagement of the firm. 

He lends his name to be used as partner in the business toincrease the reputation of the firm. 

They are not eligible for a share in the profit. Theyare also liable to the creditors for the debts of 

the firm. 

4. Partners in Profit Only 

A person who shares the profit of a firm but does not share the loss, is called“partner in profit 

only”. Usually he has no voice in the management of the firm. But hisliability to third parties is 

unlimited. 

5. Partner by Estoppel 

A person may not be really a partner in the business. But by his behaviour hemakes outsiders 

believe that he is a partner in the business. Then, he is liable to suchoutsiders who advance 

money to the firm or enter into a contract under such falsebelief. Such a person is known as 

“partner by estoppel”. He cannot later on deny thathe is not a partner. 

6. Partner by Holding out 

When a person who is not really a partner in a business, is described as apartner to others, then 

he must at once deny it when he comes to know about it. If hekeeps quiet, then he is liable to 

other persons who do business with that partnershipbelieving that he is also a partner. Such a 

person is called partner by holding out. 

7. Sub-Partner 

When a person makes an arrangement with a partner to share his profit, he is 

known as a sub-partner. Such a sub-partner has no rights against the firm, as he is not 

liable for the debts of the firm. 

8. Minor as a Partner 

A minor is a person who has not completed 18 years of age, where a guardian 

is appointed by a court, his age of majority extends to 21 years. Legally, a minor 

cannot become a partner because he is incapable of entering into a contract. He may, 

however, be admitted to the benefits of partnership with the consent of all partners. 

60.. Effect of Non-Registration 

1. A partner of an unregistered firm cannot file any case against the firm or against 

any other partner, including an ex-partner for enforcing his contractual rights under 

the partnership agreement or under the Act. 

2. An un-registered firm cannot file any suit against third parties in any civil court for 

recovering the money due. 

3. Any third party can take legal action against the business or the partners. 

4. The firm cannot take legal action against its partners. 

5. An unregistered firm cannot enforce its claims against third parties for recovering a 

sum exceeding rupees one hundred. 
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6. A partner cannot sue for dissolving the firm or realising the property of the 

dissolved firm or for the settlement of accounts on dissolution. 

7. The firm forfeits its rights in restricting the outsiders from using the trademarks and 

copyrights of the firm. 

61.DEMERITS of  co-operative societies  

1. Inefficient management 

Members of a co-operative society do not generally possess the ability and 

experience to manage the business efficiently.  

2. Limited capital 

A co-operative society is formed usually by people with limited means. The 

principle of ‘one man one vote’ discourages the members to invest large amount. 

3. Lack of motivation 

Absence of profit motive and minimum 9% rate of dividend suppress the zeal 

and responsibility on the part of the management.  

4. Lack of co-operation 

Sometimes the members may not have unity among themselves. It might 

affect the business of co-operatives. 

5. Domination of vested members 

Some members try to command society by virtue of their managerial interest 

and political power. They exploit the society as their own property. 

6. Non-transferability of interest 

The shares of a co-operative society are not transferable. A member who 

wants to quit the society has to surrender his shares to the society to get his money 

back. 

7. Lack of secrecy 

The business affairs of a co-operative society are openly discussed in the 

meetings. Every member is free to inspect the books and records of the society. 

8. Excessive government control 

The day to day working of a co-operative society is bound by legal rules and regulations.  

62.Co-operative super markets 

“ super market”. It refers to a type of large scale retailing. The articles of daily use 

are sold in different departments without the help of sales persons. India the first supermarket 

was started in New Delhi.  The prices are fixed. There is no bargaining. credit cards are also 

accepted. 

Features 

1. It is a form of large scale retailing. 

2. There is a wide variety of goods made available. 

3. The system of self-service is used. 

4. There is no need for sales men in self services section. 

5. The layout is in the form of different departments. 

6. Sales are on cash basis. 

7. Goods are sold after cleaning and packing. 

8. No adulteration is practiced. 

9. Correct weighments are used, so that consumers are not cheated by short 

weighing. 

10. Scarce commodities are also supplied. 
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63,Formation of a co-operative society 

A co-operative society must be registered under the Co- operative Societies Act, 1912 or any 

other state Co-operative law. 

A co-operative society can be started with a minimum of 25 persons, having a common interest. 

An application has to be submitted to the Registrar of Co- operative Societies expressing their 

intention. 

The application form is known as Memorandum of Association. 

It should contain the name and address of the society its objectives, the capital and liability of the 

members. 

A copy of the bye-laws stating the rules and regulations of the society should be attached along 

with the application form. 

The system of management, procedure with regard to meetings, resolutions, are stated in the bye-

laws. The Registrar will, carefully scrutinise the documents in order to ensure that they are in 

accordance with the provisions of the Act.  

When he is fully satisfied he will enter the name of the society in his register and issue 

the Certificate of Registration. By issue of this certificate, the society comes into 

existence as a body corporate having a separate legal entity. 

                                                                      PART -D. 

 

64 A-PRINCIPLES OF ORGANISATION 

1. Unity of Objectives 

The term objective means a goal to be achieved.The organisation structure depends upon the 

objectives of the enterprise. Therefore the objectives of anenterprise must be clearly fixed.  

2. Division of Work 

The total work should be divided. This is known as departmentation. All the activities must be 

planned.  

3. Span of Control 

No executive in the organisation should be required to supervise moresubordinates than he can 

effectively manage. An executive should be asked tosupervise a reasonable number of 

subordinates. 

4. Scalar Principle 

Line of authority must proceed from the highest executive to the worker at the bottom level 

through a downward flow. This is known as ‘chain of command’.   

5. Unity of Command 

Each individual should receive orders from only one boss. A person cannot serve under two 

masters. He is accountable to his immediate superior. Dual subordination should be avoided. It 

creates disorder and confusion and leads to indiscipline. 

6. Functional Definition 

The authority and responsibility of every individual should be clearly defined.The relationship 

between different jobs should be clearly specified. 

7. Unity of Direction 

There must be one head and one plan for a group of activities directingtowards the same 

objectives. This is necessary to ensure completion of tasks andco-ordination of activities. 

8. Co-Ordination 

The various activities of undertaking should be co-ordinated to securethe desired results. The 

different departments may have to function frequently inclose consultation with other 
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departments in a departmental store. The purchasedepartment and sales department activities 

must be well coordinated to increaseprofit. 

9. Delegation of Authority 

Delegation means the entrustment of part of the work or some dutiesto the subordinates. Superior 

has to entrust some of his duties to his immediatesubordinate. The subordinates should be 

granted necessary powers and rights. Hebecomes accountable to his superior.  

10. The Principle of Responsibility 

The superior should be held responsible for the acts of his subordinates. Hecannot escape from 

the responsibility. He is accountable to his higher authorities. 

11. Flexibility 

The organization should be flexible. It should be adaptable to changingcircumstances.  

12. Efficiency 

Efficiency should be the watchword of the organisation. The organization structure should 

enable the enterprise to function efficiently and accomplish itsobjective with the lowest possible 

cost. 

13. Personal Ability 

As people constitute an organisation there is need for proper selection,placement and training of 

staff. The organisation must ensure optimum use of 

human resources and encourage development programmes. 

14. Simplicity 

Another principle of organisation is that it should be simple. Too many levelsof authority for 

example, complicate communication channels and by causingconfusion and friction makes 

achievement of co-ordination impossible. 

64-B . MERITS 

1. Easy Formation 

Sole proprietorship is the only form of organisation where no legal formalitiesis required. No 

agreement is required and registration of the firm is not essential. 

2. Direct Motivation 

The entire profit of the business goes to the sole trader. Nobody can claim ashare in the profit. It 

motivates him to expand his business activities. 

3. Flexibility 

It is a highly flexible type of organization. A sole proprietorship concern isgenerally run on a 

small scale basis. In case a change in operation is required, it ispossible without involving much 

expenditure.  

4. Retention of Business Secrets 

The maintenance of utmost secrecy is of vital importance for the success ofa business. A sole 

trader can maintain business secrets.  

5. Quick Decision 
The sole proprietor is his own boss and need not consult others while making any decision. He 

exercises exclusive control over the affairs of the business. 

6. Higher reward 

The fear of loss acts as a stimulant for hard work. Besides, it makes him very cautious in his 

approach. 

7. Effective Control 

In this form of organisation, the business can be controlled effectively because business activites 

are planned and executed by a single man.  
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8. Increase in Sales 

A sole trader has direct relationship with the customers. Direct contact withthe customers will 

enable the proprietor to know the nature of their tastes, likes anddislikes.  

9. Smooth running of Business 

Since the sole trading concern is a small business the sole trader appoints only a few employees 

who are personally known to him.   

10. Inexpensive management 

The sole trader is the owner, manager and controller of the business. Hedoes not appoint 

specialists for various functions.  

 

65.B The salient features of a sole trading concern are as follows. 

1. One-man Ownership and Control 

A sole trading concern is owned by an individual. The proprietor is the soleowner and master of 

the business. He independently manages and controls thebusiness without the interference of any 

other person. 

2. Capital Contribution 

In sole tradership, the capital is employed by the owner himself from hispersonal resources. He 

may also borrow capital from his friends, relatives andfinancial institutions. 

3. Unlimited Liability 

The liability of the proprietor for the debts of the business is unlimited. Thecreditors have the 

right to recover their dues even from the personal property of theproprietor in case the business 

assets are not sufficient to pay their debts. 

4. Enjoyment of Entire Profit 

The sole trader is entitled to enjoy all profits of the business. Since he is theonly person who 

invested money, he need not share the profit with anybody else. Atthe same time, he himself 

should bear the entire loss. So it is said that he owns alland risks all. 

5. No Separate Legal Entity 

The sole trader and the business are one and the same. A sole tradingconcern has no legal entity 

separate from its owner.The sole trader owns the assetsand owes the liabilities of the concern. 

6. No Special Legislation 

Sole tradership is not governed by any special legislation. A partnership firmis governed by the 

Indian Partnership Act. A joint stock company is governed by theIndian Companies Act and a 

co-operative society by the Co-operative Societies Act.But soletrader business is not governed 

by any Act. 

7. Registration 

A soletrader business need not be registered with any authority as that ofpartnership and 

companies. Any person who has money can start the sole traderbusiness. He is to obtain a licence 

from the local authority like municipality orpanchayat. 

8. Duration 

The life of sole trader business depends upon the life of the soletrader. If hedies or becomes 

incapable of doing business or if he has no legal heir, the businesscomes to an end. 

9. Simplicity 

It is simple to commence and simple to close a sole trader business. Itrequires lesser efforts and it 

is free from complicated legal formalities. 

10. Local business 
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Most of the sole trading business confine only to a particular place such asa street, a block or a 

village. A few sole trading business may cover a large areathrough a network of a branches. 

11. Self Employment 

A sole trader uses his own labour to conduct the business. He may employ afew paid servant or 

use the services of his family members for running the business. 

12. Small Capital 

A soletrader business can be commenced with a small amount of capitalwhereas a partnership 

firm or a company require large capital. 

65-B 

Various froms of business organisation 

1. Sole trader 2. Joint-hindu family 3.Partnership 4. Joint Stock Company 

5. Co-operation 6.Multinational companies 7. Departmental undertakings 8. Public 

Corporation. 9. Government Company 10. Board organisation 

66 A. RIGHTS, DUTIES AND LIABILITIES OF PARTNERS 

1. Rights of Partners 

1) Every partner has a right to take part in the conduct and management of thebusiness. 

2) Every partner has a right to express opinion on any matter related to the firm. 

3) Every partner has a right to be consulted before taking important decisions. 

4) Every partner has a right to inspect and take copy of books of account and recordsof the firm. 

5) Every partner has the right to an equal share in the profits of the firm unless 

otherwise agreed by the partners. 

6) Every partner has the right to receive interest on loans and advances at the rate of6% per 

annum. 

7) Every partner has the right to be indemnified for the expenses incurred and lossessustained by 

him in the ordinary conduct of the firm’s business. 

8) Every partner has an equal right to use the assets of the firm for its business.9) No new partner 

can be admitted into partnership without the consent of otherpartners. 

10) Every partner has a right to retire from the firm. 

3.7. Duties of Partners 

1.Absolute duties and 2.Qualified duties. 

1. Absolute Duties 

Absolute duties are fixed by law which cannot be violated by partnersagreement. These duties 

are applicable to all partnership. 

1. Every partner must act diligently and honestly in the discharge of his duties to themaximum 

advantage of all partners. 

2. Every partner must act in a loyal and faithful manner towards each other. 

3. Every partner must act within the scope of the authority entrusted to him. 

4. Every partner is bound to share the losses of the firm equally unless otherwiseagreed. 

5. Every partner must indemnify the firm against loss sustained due to his willfulnegligence in 

the ordinary course of business. 

6. No partner can transfer or assign his interest in the firm to others without theconsent of other 

partners. 

7. Every partner must maintain and render true and correct accounts relating to thefirm’s 

business. 

8. No partner can engage himself in a business which is likely to compete with thebusiness of the 

firm. 
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9. Every partner should use the firm’s property only for the firm’s business andinterest. 

10. No partner can make any secret profit by way of commission on purchases orsales effected 

on behalf of the firm. 

 

66B  Principles of Co-operation 

1. Voluntary Organisation 

A co-operative society is a voluntary association of persons. Any person can join the society . 

There is no compulsion to become a member of a co-operative society .  

2. Equality 

In a co-operative society all persons are equal. Its members have equal rights and more capital 

does not provide more rights to an individual. 

3. Democratic Managements 

 Every member has only one vote irrespective of the number of shares held by him. The society 

is formed on the principle of democracy which means “ One vote for one member”. 

4. Combination of resources 

In this organisation members pool their own resources. They use their resources in the interest of 

all members. 

5. Concentrated Effort 

In this organisation all individuals work together. The main principle of cooperation is that “ 

Each for all and all for each “. 

6. Spirit of service 

The objective of co-operative organisation is that the service is primary and profit is secondary. 

It strives to provide required services to the members.. 

7. Plural Membership 

It is an association of persons. A minimum of 25 persons are required to form a co-operative 

society. There is no limit on the maximum membership. 

8. Legal Capacity 

An individual must have the legal capacity to make any agreement. They are bound by the rules 

and regulations of the society.  

9. Open Membership 

Any man or woman having a common interest can join a society at any time. No discrimination 

is made on the basis of caste, creed or religion. . Illiteracy is also not a bar to membership. 

10. Finance 

The capital of co-operative society is divided into many shares of equal value. The society also 

gets capital from its members.  

 

11. Limited return on Capital 

A co-operative society gives less importance to money power. A minimum of 9 % of the profits 

is to be distributed as dividends. This prevents rich people from dominating the society. 

12. Local Membership 

Generally, in any co-operative society people from the particular locality become members. This 

is because only people in a particular locality can have a common economic problem. They are 

also well known to each other. 

13. No Political Influence 

A politician can join a co-operative society as a member, but politics should not enter into its 

management.  
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14. State Control 

Though the co-operatives are voluntary enterprises, the Government exercises control and 

supervision over their functioning. They have to observe all the rules framed by the Government.  

15. Distribution of Surplus 

The Profit of co-operative societies is distributed to the members in Proportion of purchases 

made by them and not on shares held by them.  

67 Difference between joint stock companies  and co-operatives societies 
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67B 

1. Dissolution by Agreement (Sec.40) 

A partnership is created and dissolved by an agreement. A firm may bedissolved by an 

agreement either with the consent of all partners or in accordance withthe contract among the 

partners. 

2. Compulsory dissolution (Sec 41) 

A firm is compulsorily dissolved either by the agreement of all the partnersor on the insolvency 

of all the partners except one. It may also be dissolved on thehappening of an event which makes 

the object of the firm unlawful. Example, thepassing of Prohibition Act, declaration of war with 

another country. 

Dissolution ByAgreement(sec 40) 

Death of apartner, PartnerinsanityPermanentincapacity .Breach ofagreement 

Misconductof partner ,Transferof share ,Continuousloss 

Just andequitableground,CompulsoryDissolution(sec 41) 
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Expiry of termOn thehappeningof certaincontingencies(sec 42) 

Completion ofworkDissolution bynotice (sec 43) 

Adjudicationof a partner asinsolvent 

Insolvency ofpartners,Illegalbusiness 

Modes of dissolution of firms 

Dissolution without the order ofCourt ( sec 40 to 43 ) 

Dissolution by court.( sec 44 ) 

Dissolution of Firm 

3. Dissolution on the happening of certain contingencies (Sec 42) 

A partnership may be dissolved on the happening of the following contingencies 

a) Death of a partner. 

b) Expiry of the time, if partnership is for a fixed period. 

c) Completion of the venture for which the firm was formed. 

d) Adjudication of a partner as an insolvent. 

4. Dissolution by notice of partnership-at-will (Sec 43) 

Where the partnership is at will, the firm may be dissolved by any partner by 

giving a notice in writing to all the other partners of his intention to dissolve the firm. 

5. Dissolution through Court (Sec.44) 

Any partner may bring a suit in a court of law to get the partnership dissolved onany of the 

following grounds. 

(i) Partner’s Insanity 

If any partner becomes insane, the court may order dissolution. 

(ii) Permanent Incapacity 

When a partner becomes permanently incapable of doing business the court 

may order dissolution. 

(iii) Persistent Breach of Agreement 

If a partner persistently violates the agreement and the other partner finds itimpossible to do 

business in partnership with him, then the other partner can move fordissolution. 

(iv) Misconduct of a Partner 

If any partner is guilty of misconduct (misuse of money) then any partner canfile a suit for 

dissolution of the firm. 

(v) Transfer of Share 

When a partner transfers his share in the business to a third party without theconsent of other 

partners, then the other partners can move the court for dissolution. 

(vi) Continuous Loss 

When the business of the firm cannot be carried on except at a loss, the courtorder for 

dissolution. 

(vii) Just and equitable grounds 

When the court feels that it is just and equitable, it may order for dissolution ofthe firm. E.g., if A 

and B are partners but do not speak to each other, the court mayorder for dissolution 
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