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CHAPTER - 07 EARs Q9 & @a
Sources of Business Finance
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Things to remember

-Meaning and Significance of Business
Finance-

Business finance refers to the money required
by a business to start and operate its activities.
No business can run without having enough
funds to do various tasks. These funds are
needed for buying fixed assets (like buildings
and machinery), for daily operations (like
paying salaries and bills), and for expanding
the business.

-Sources of Funds for Business-
There are different ways a business can get




money, and we can sort them in three main
ways:

1. Time Period- Depending on how long the
business need the money for, we have long-
term sources (more than 5 years), medium-
term sources (between 1 to 5 years), and
short-term sources (less than 1 year).

2. Ownership- Business can use the funds
(that's owner's money) or borrow money from
others (like taking a loan from a bank).

3. Source of Generation- Funds can either
come from inside the business (like using the
profits the business makes) or from outside
(like borrowing from a bank).

Sources of Business Finance-

Here are some places where businesses can
get the money they need:

1. Retained Earnings- This is the money that
the company earns but doesn't give out as
dividends to shareholders. It's often used to
make the business grow.

2. Trade Credit- When one business lets
another business buy things on credit (without
paying right away), it's called trade credit.
Its a common way for businesses to get
supplies.

This

is when a financial

businesses for short and medium-term needs.
Businesses repay these loans in installments
or as a lump sum.

10. Financial |Institutions- Government-
established financial institutions provide funds
for companies. They are called development
banks and are used for big projects like
expansion and modernization.

In simple terms, business finance is the
money a business needs to start and run its
operations. It can come from different sources,
like the company's earnings, borrowing, or
getting credit from others. Businesses need
these funds for both short-term needs (like
daily expenses) and long-term needs (like
buying property and equipment).
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(MULTIPLE CHOICE QUESTIONS)

SR A9 s99uw & 3R & @[AuiRa
AT 8, I§ FYT ¢,

(a) FT (b) 3T

(c) 3T "I (d) & I Fhd

The statement "Business finance determines
the size of a business" is:

3. Factoring- _ _ _ (a) True (b) False
company helps a business with credit control Partly t d C t
and collecting debts from customers. It helps (c) Partly true (d) an.no say
protect the business from bad debts. 2. gEERAF faq Y raeIFar FaY g3 § ?
4. Lease Financing- This is like renting (@) TIE™T & TAYT & fow
equipment or assets from someone else for a (b) TIET & AT & fow
specific time. The business pays regular rent (c) =TaEr & s R & faw
f i h .
5or :s:lg tDose a.isetz | - (d) S
. Public Deposits- Companies can as e ] . .
public to deposit money with them. It can Why is there a need for business finance?
be used for both short-term and long-term (@) To establish a business
financial needs. (b) To operate a business
6. Commercial Paper (CP)- Firms can issue (c) For the future growth of the business
unsecured promissory notes (like IOUs) for a (d) All of the above
short time to raise funds. It's regulated by the .
Reserve Bank of India. 3. a:namﬁ?ﬁ?r $T RIS FAT TSl & 2
7. Shares (Equity and Preference)- (@) F»lTSﬁ # gfg & faw
Businesses can sell shares to raise money. (b) HEY FIT HI HHAT A & oAU
Equity shares give ownership and voting (c) 3AH A IS TeT
rights to shareholders. Preference shares give (d) 3WFd a. 3R b. At
regular income usually but no voting rights. Why is th ' d tor busi " ”
8. Debentures- These are like loans that y |s. ere a nee. or business tinancet
companies take from the public. Debenture (a) To increase profits
holders are creditors who get regular interest (b) To cope with economic recession
payment at fixed rates. (c) None of these
9. Commercial Banks- Banks lend money to (d) Both a. & b.
FET-11 (STTGATRAF 3TETT) —
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EaRe @ 1 ey 0@ afafdfeet ¥ g 8.
N wgFd w1 F fraee wEEor fAgEer v
WITHT & 3T g8 A ? I§ FUA fherar ¥4

(a) AT IR grarl  (b) EHAS Us Sy

(c) =R (d) & & HIS AL

"The relationship of corporate finance is
associated with activities related to the

allocation, control, and administration of
applied funds." whose said this

(@) Gutman and Duggal
(b) Husband and Dockeray
(c) Wheeler

(d) None of above

o & il i R F AT FIFR § ?
(@) GHAT 3720 (b) gaTferrR  37er

(c) HoOT 93 (d) 3WeFd el
Which of the following is a long-term financial
instrument?

(@) Equity Shares

(b) Preference Shares

(c) Debentures 10.

(d) All of the above

e F1 deiwrele @Ya & ?

(a) d@fad «meT

(b) Taferse o FEamer & Sreishrellsl FoT
(c) STH & HIs el

(d) 3T |

source of long-term finance?

(@) Accumulated profits

(b) Long-term loans from specialised financial 1.

institutions
(c) None of the above
(d) All of the above
ALY Hrellel 3G ( medium term ) @9 &
T 37 & FlT ¢
(a) AT gETfRrmr 37er

Jousifos A F Aa M A sl § 2
(a) s& fEw

(b) G A

(c) 9T feil & §faATer

(d) 3TeFd wafr

Which of the following are short-term sources
of finance?

(a) Bank overdraft

(b) Cash credit

(c) Discounting of receivables

(d) All of the above

reusrel faw & & FrT & &l §

(a) gfsam (b) MR 3UR
(c) amesh A (d) 3WRIFT Tofr

Which of the following are short-term sources
of finance?

(@) hundi

(b) Trade credit

(c) Customer advances
(d) All of the above

R F g @Ya # Afas F71 AT FA@GT E ?
(@) THAAT 3T

(b) wfaa omsr

(c) BH & IS Igl

(d) 3RIFT a. 3R b. g=F

Which source of finance is considered as
the owner's equity?

(a) Equity share (b) Retained earnings
(c) None of the above (d) Both a. and b.
Feqprele fag & @l & 39AT FATIAAT

a1 Smar @- d99, R, 99 aFi § #9,
HIlgg sua &

(@) & (b) 38T

(c) 3¢ T@cT (d) 18 & FIS QT
The use of short-term funds is generally
for expenses such as salaries, advertising,

(b) cTTUTRS St & FoOT purchase of current assets, production
(©) T W expendiures, this statomont iss
d) 3Wied ’ )
( )_ il ) (@) True (b) False
Wh:_:h T thef. foIIow;ng are sources of (c) Partially true (d) None of the above
medium term finance? . . )
(@) Redeemeable preference share 12. @& & =l q.\a”ﬁiﬁli HUTF IFR & ?
. (a) T Ta AR rETA
(b) Loans from commercial banks .
. . (b) eMeT Uug 3eNed
(c) Public deposits
(d) All of the above (c) RacwH
(d) 3WiFd T
FET-11 (TGS TETTA) (755)



Which of the following are types of 16. o #T REaT U I« & AT & fFad ad
preferential shares ? qgell yTafAwar & s § -
(a) cumulative and non-cumulative (a) gETfErshR 3721 ( ) HHAT A
(b) redeemeable and non-redeemable (c) 3WIed arr (d) 987 & FS G
(c) Convertible What is given top priority among following in
(d) All of the above giving the profit -
13. 39 TEfSR 32T FT A gqe m—# L CIBEars (a) Preference Share (b) Equity Share
3T W U AR W A ﬁ'ﬂ' i) (c) Both of the above (d) None of these
¥ q@ qAFURC A W AR QC T & 5 o 3 fewmr 3w W et aoe #r
arg If% 3w omer s A qEf@sR e v s T & st & 2
sifaRea amstier s gt - er o siar
(a) HIgFd YETTARR 37er (a) ““E'q_;r' (d) Sqﬂ?cria”aw;aﬁ
(b) 3T qEifAIeR 3ier () =T (d)
(c) 3WFa T :I:}Ihof iTI gi\{en?priority for capital return among
d S e e following?
(@ IS (a) Equity Share (b) Preference Share
What is the name of the preferential share in (c) Debenture (d) All of the above
which, after giving a certain rate of return on .
the preferential share and also after a return 18. fFa® AT & far Hust i Fa9=T & @
on the equity shares, if there is additional "l ?
profit left, the preference shareholders also (@) THAT 3ier (b) UaTfIwR 37er
gets additional profit? () T aF (d) 3‘\CR’IT=I—_¢T iy
(a) Participating preference share . . . .
b) Non Particioati f h Without isduance of which of the following
(b) Non Participating preference share type of capital a company cannot be
(c) All of the above established?
(d) None of the above (a) Equity Share (b) Preference Share
14, w# ARTT 3™ F gegd AT ATUROT 3o (c) Debenture (d) All of the above
#aa""a%a:’:’““"amd'%'“m*m 19. o § @ fred A & &1 FAAFR gt ¥ 2
3721 b 3721
(a) UREdNT qafRer 3ier E:)) :;qu-:r Ed; mwm
(b) wRader o1 ux _ IR
(c) 3WIFA grar gl?gwi:;: the right to vote among the
S . ?
I T (a) Equity Share (b) Preference Share
After a certain period, they are given the (c) Debenture (d) All of the above
option to convert into common equity shares. ]
Who is this suitable for? 20. AT # ¥ R F F9 @9 W gA=gaar 3
(a) Convertible preferred stock FAad w9 # fArerar & 2 )
(b) Convertible debentures (a) wHAT 3T (b) TarfEEmR 3rer
(c) Both of the above (c) or ¥ (d) 3T wh
(d) None of the above Among the following, from which source
8 : of finance does income wusually come
15. =9 @ FQ@ F $T FT ¥ SAET ANAAT @ compulsorily? y
(a) wHAT 37T (b) AT 3121 (a) Equity Share (b) Preference Share
(c) T 9 (d) IR (c) Debentures (d) All of the above
Which of the following carries the highest 21. B ¥ B @lg & oI GETISAT S9d uqi%
risk after purchase? R, At ¥ 2
(@) Equity Share (a) THAT 372 (b) TETRPR 3ier
(b) Preferential Share s ¥ B AG (d) ?;qﬂa’ﬂ' o
(c) Debenture
(d) All of the above
FET-11 (TGS TETTA) —=
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In which source of finance dividend usually 26. Id a9 oA, =T siEifls f[FFm @,
is cumulative in nature ? AR ofeifies fager dF s - a7 Wit
(@) Equity Share (b) Preference Share HEYTC eI %OT Yai #Ic ¥ TE FUA § ?
(c) None of the above(d) All of the above (@) "I (b) 38T
22, W ¥ TReHT & Bt F P A 1 AR () ¥ &= (d) @& e Feha
T g ? "State Financial Corporation, State Industrial
(a) 9REdT ®or 95 (b) ERT o Development Corporation, and Industrial
ey Investment Bank of India Limited - all provide
() T o7 (d) ash industrial loans." the above statement is -
From a source perspective, which of the (a) True (b) False
following is an internal source of finance? (©) Partly true (d) Cannot sa
(@) Convertible Debenture ) y . y
(b) Retained Earnings 27. @& & Fia AT FIAT FTAT FT GHR?
(c) Debentures (@) T FGIT aTell STAT
(d) All of the above (b) 6 FE dTell STAT
23. 5@ G & fdfee @ adaw & o anfes & (c) AT ST
3eTT SESYE (FHAGN ) @ FaT & ? (d) 3WIeFd Fafr
(a) |HAAT 30 (b) TR 3t Which of the following deposits are type of
(c) HuT 9 (d) 39U Tt Inter Company Deposits?
After new issuance, Which source of finance (a) Three-month deposit
can dilute the control of existing owners? (b) Six-month deposit
(a) Equity Share (b) Preference Share (c) Demand deposit
(c) Debentures (d) All of the above (d) All of the above
24, 5w G & fetAe & adee & o anfas & 28, wdsifaw oo wifa (GDR / St &t aw) forw
SAFT IFC (FAGIR ) fegper gl grar Hqar # fotfaa & st & 2
g7 ' (a) 3ANHT TR (b) TR TuT
(a) FHAT 3 ‘ (c) ST IsF (d) T Ffamerga
(b) TRGH SUREIEA Global Depository Receipts (GDRs) are
(c) TR FoT TF issued in which currency?
(d) FoT 99 (@) American Dollar (b) Indian Rupee
After new issuance, Which source of finance (c) Japanese Yen (d) European Union Euro
. . o n
can not t.jllute the control of existing owners? 29. wrdsts s@T WItT (GDR / St & W) # R
(@) Equity Share Ty ot & gefag w51 wwar 87
(b) Convertible Preference Share (a) 3ANF= T ol
(c) Convertible Debentures (b) T IfFwe Ty ool
(d) Debenture (©) SoE gjﬁ
25. #Rdr ofeifies faer faerw, sy offeifes we (d) T ¥ HIS G
;jﬁi WI T i‘laﬁaﬁﬁa;l I,II[ELEUTI IIWHM ﬂ-ﬂ?ﬁ“ ¥ q?;;g Global Depositary Receipts (GDRs) can be
¥ 2 listed on which stock exchange?
(a) T (b) 3rC (2) émencan Eto.ck E;{chinge i
(©) 3 T (d) FE T TS (b) European Union Stock Exchange
(c) Both of the above
Industrial Finance Corporation of India, (d) None of the above
Industrial Credit and Investment Corporation )
of India, Industrial Development Bank of 30. Wrdsita ST wifta ( GDR / Sft 8t 3R) *r 3rer
India - all these institutions provide industrial # gRafda T ST ghar § I8 FUT ?
loans. The statement is: (a) T (b) 33T
(a) True (b) False (c) % T (d) e & TR
(c) Partly true (d) Cannot say
FET-11 (TGS TETTA) —
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31. R Buifeed g (IDR ) & &gl & &udAr 37,
AT & a=dt §
(@) HRA™T (b) facefr
(c) 3 et (d) 398 & Hg &
An Indian Depository Receipt (IDR) can be
issued by:
(a) Indian companies
(b) Foreign companies
(c) Both of the above
(d) None of the above
32, ‘'efye orsg AT fRAT SATAT 87
(@) FoT 93 & T 38,
(b) FHAT 37 & faT
(c) YRR 3 & fav
(d) (b) 3R (c) &t
What is the term 'Redemption' used for?
(@) Debentures (b) Equity shares
(c) Preference shares (d) Both (b) and (c) 39
33. Rwiw aud #§ duaRaE FF @ @ @ ¥ '
(@) f&wdA (b) =gATH
(c) w&HAET (d) g
What risks are associated with preference
shares?
(@) Maximum (b) Minimum
(c) Normal (d) Abnormal 40.
34. Ul & AU FlA-wieT BT 372
(a) ¥arHT (b) FOTGTAT
(c) SaerR (d) eeeR
Shareholders of a Company are:
(@) Owners (b) Creditors
(c) Debtors (d) Creditors 41
35. FHO-9Al X SATST T §— '
(a) 3ifaaa (b) VoH
(c) ¥ @t @ s ¥ S A
Payment of interest on debentures is—
(@) Compulsory (b) Voluntary
(c) Both (d) None of the two
36. %iaﬁa;ﬁvmwmﬁaﬁmmﬁam
(@) 3TeUehlelel (b) FTEIHTeAT
(©) A @ FAPSAE
FET-11 (TGS TETTA)

It is possible to convert Global Depository
Receipts (GDR) into shares.

(@) True (b) False
(c) Partly true (d) Cannot say

Finance received on the issue of shares are
of which type—

(a) Short term (b) Medium term
(c) Long term (d) None of the two
@EfRFER a0 W Bfads @ F @ 32

(a) fafRaa

(b) EHR gr1 aa

(c) =feaa

(d) S99 & FI 6T

What is the rate of dividend on preference
shares?

(@) Uncertain

(b) Controlled by the Government

(c) Certain

(d) None of these

Fifofogs d&f grRT T s arer For @ §:
(a) HALISTA (b) EreereiteT

(c) 3TcueTeleT (d) SAH & HIS F@r
The loan given by commercial banks is:
(@) Medium term (b) Long term

(c) Short term (d) None of these
RRY 9T aATsTer AT § -

(a) 3fary (b) toes

(c) awr (d) A= F & P A

Payment of dividend on shares is—
(a) Compulsory (b) Voluntary

(c) Both (d) None of the two
RRIHIT FT IFRTSET T ¢
(a) ADR t©d GDR (b) FDI
(c) I Tl (d) 3T ¥ FIS ET

International sources of finance are:
(@) ADR and GDR (b) FDI
(c) All of the above (d) None of these

FDI &1 &:

(a) forgresh gczer faaer

(b) o1 T8 faaer

(c) Tacel ucmer faaer

(d) TTH & FIg =0

What is FDI :

(@) Free Direct Investment

(b) Forestry Deposit Investment
(c) Foreign Direct Investment
(d) None of these

aor, Ro? sk wEE s F Rew R
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FEIAT FieT YT HIAT 82

(a) & AT §F (b)) AEHER

(c) OUR® sS& (d) I g

Who provides special financial assistance in
rural, backward, and hilly areas?

(a) Regional Rural Banks

(b) Money Lenders

(c) Commercial Banks

(d) All of these

g;ﬂgﬁﬁ & tiepor & wAET At A SifEs

(a) 3&ad (b) =geATH
(c) wHATTT (d) 33 EHT

The risk involved in equity shares from the
point of an investor is:

(@) Maximum (b) Minimum

(c) Normal (d) Abnormal

ATHIY UToT FA F Afe), Prafaf@a & @
FlT g &2

(@) FHAT IUURS (b) gETfRrRR 3feremes
(c) 33U gleir (d) T & FI AL
Who are entitled to receive dividends?
Equality

(a) Equity shareholders

(b) Preference shareholders

(c) Both of the above

(d) None of the above

I A fheT & ATSIIY FT ST TS AT 872
(a) AT 37T (b) TSR 37er
(c) FOT 9T (d) FIIFa Tl

Among these, in which is the fear of depre-
ciation permanent?

(a) Equity share (b) Preference share
(c) Debentures (d) All of the above
I8 A @l BI-B1 sHEal A Rusd ga §2
(@) GHAT A (b) &+ FHoT

(c) 3 &l (d) o & FIS &

Among these, which are divided into small
units?

(a) Equity share (b) Bank loan
(c) All of the above (d) None of these

47. HOT ST FiSaT ad a0) va wHRA #ft F wFar

2, I8 Fu FEF QT a7 &7
(a) d& =Hor (b) OT 9T
(c) 3IWRIeFd gt (d) ST & FIS QY

The statement -Lender can impose strict

terms and conditions is true for whom?
(a) Bank loan

(b) Debentures

(c) Both of the above

(d) None of the above

AT & FT IR 5794 ¥ FF gar &2
(@) FHAT 3T (b) =oT 9T
(c) S et (d) 3o & HIS G

Who has the right to vote against these?
(a) Equity share

(b) Debentures

(c) Bank loan

(d) None of the above

SO T &X 597 T FH Hor A g ST @
Fheht §7?

(a) EreereileT FoT (b) 3TeUHIeNT FOT
(c) 3urad aler (d) SIH & HIS gl
Among these, in which type of loan can the
interest rate be the highest?

(a) Long-term loan (b) Short-term loan
(c) Both of the above (d) None of the above

ITETHFHEIITE Y TAYAT H §? ofi?
(a) 1946 (b) 1947
(c) 1948 (d) 1949
When was the establishment of IFCI?
(a) 1946 (b) 1947
(c) 1948 (d) 1949

TSNS T TUYAT FT 38T F4T U1?

(a) T geurer & aifafafedt d gaAeag
T et

(b) TIHR &I KUT ol

(c) Tacelr =or ¢ar

(d) 3o & FIg AgT

What was the objective of the establishment

of IDBI?

(a) To coordinate activities of financial
institutions

(b) To lend to the government
(c) To provide foreign loans
(d) None of the above

AR Sfiaet AT er &y Famgen &9 ¢ o7
(a) 1956 (b) 1957

(c) 1958 (d) 1949

When was the Life Insurance Corporation of
India established?

(a) 1956 (b) 1957

(c) 1958 (d) 1949

1



53. UsT a9 @A &1 F41 F1H &7 At what amount is interest charged on cash
(@) 3UA-379a7 qSAT H 3769 Ud ALY 379 T credit?
FOT &l (a) Withdrawn amount
(b) fael TEAT3T & FOT AT (b) Fixed amount
) 3RS A KT &l (c) Estimated amount
) FAH § FIS AL (d) None of the above
What is the role of a State Financial .
Corporation? W97 &HT 3ca’
(@) Providing short and medium-term loans (M C Q ANSWERS)
within their respective states
(b) Granting loans to foreign institutions Ta 2 d 3 d 4 a > d 6 d
Providing | RBI (R Bank of 7 d 8 d 9 d 10 d 11 a 12 d
(c) Irdo_w ing loans to (Reserve Bank o 13 a 14 ¢ 15 a 16 a 17 ¢ 18 a
ndia) 19a 20c 21 b 22 b 23 a 24 d
(d) None of the above 25a 26a 27d 28 a 29 ¢ 30 a
54. ADR & 9R& & R¥ Ag g w1 s gqar 31 b 32.d 33 b 34 a 35 a 36c
Y, 37 ¢ 38 ¢ 39 b 40 c 41 ¢ 42 d
(a) & 43 a 44 c 45 b 46 a 47 a 48 a
49 b 50 c 51 a 52 a 53 a 54 b
(b) et 55 a 56 a 57 a
(c) uRfeufaat ww sk &
(d) #E G Hehcl HfAg ScaliT wRaA
Do ADR holders have the direct right to (Very Short Answer Questions)
vote?
(a) Yes 1. aaT a9 fFa g &7
(b) No 3 AEAAE o #r 37-
(c) Depends on circumstances TG T ATl ¥l & [oIT T HI HTaRTHdT
(d) Cannot say gIdr g1 a9 I cgaary &1 Sfiad I&d Fel Sar
55. 3favgiee Y GRYT St F fe F gRIA et ¢l caaE & faffesy @l @ # vd 3Eh
2 oo & fav 59 g9 7 3raegsdr g &
(a) sl & g@arr (b) EIHR & garT o coraaRe faa #gr rar g
(c) 3MH STAdT & SanT (d) Ioierd @l What is business finance called?
Who provides the facility of overdraft to Ans: The meaning of business finance -
citizens ? To operate a business, capital is required.
(@) By banks Finance is often referred to as the lifeblood
(b) By the government _ of a business. The capital needed for various
(c) By the general public activities and operation of a business is called
(d) All of the above business finance.
(a) 3MaR® (b) sET AT
(c) THRY SIH ¥ FIS TG A cIGET N HINT N HTLTHRAT-
What type of financial source is the depre- AT I SN AT faq i HraTehar sgaardy
ciation fund? FANKCRIE) er{a%mﬁ & e & g @ &
a) Internal b) External 3¢9 g Sl ¢l 5$ I aﬁr WQW ar
Ec; Government Ed; None of the above R[R3ATct Aaa Bl Uq A,
GeffeR Td 3 wcrﬁ—m’r Ea) @ﬁ'q’ FAT gl B
57. %o $fde W A g O 9T T Smar #7 S8 TURY Go T 3MaRTehar T HeT e &1 S
(a) A=t s Tfr (b) T iy W@rmaﬂwﬁmem%ﬁm%
3 wlie, FHaRaEt A dd, weed, dodt e
FET-11 (TGS TETTA) —=




3fe ¢t & forw| I Hrefier ot & 3raegendr 1. Trade Credit

F:E:E gl 3%;(__‘#”{ q a_@"ﬁ Elamli grmial; g 2. Short-term Loans from Banks
g & 3. Commercial Papers
Why does a business need funds? Explain. 4. Advances from Customers

Ans: The need for funds in business - 5. Promissory Notes, etc.
The requirement for funds or finances in a 5. ?ﬁw HAURFT F Fl-Fler qa‘lﬁam' wred
business arises from the very decision to ?

start a business. Some funds are required 3N YAIfRIHER AURT H wed GETfURR Fe §-
right from the b_eginning, suc_:h as purchasing e FFEY F rey aret ¥ gHEAT U &
machinery, equipment, furniture, and other T aTHTer Eﬂﬁl?r Y ¥ Uger FEAX waH q?:‘r
assets. Thtis is ilslo rSe_fe_rIre(Ij to as thef n%ed for AT T T STHIT UTeT FT
permanent capital. Similarly, some funds are . 5 A ) 5
needed on a day-to-day basis to fulfill routine - F 3 ”ql a;I in'cr“ qsﬁl & )
activities, like buying raw materials, paying 7 3 e 3;'% i“ E SRS
salaries and wages to employees, taxes, and JoreTaET &Y N STaTer T CIGﬂ'
rent, among others. This is known as the @r“ Il N ¥ T EIEI T 2 &1
need for working capital. Furthermore, when
a business aims for growth and expansion, it What preferential rights a preferential
requires additional capitall. sharesholders gets ?

3. T 3a™ & [ & @A [/ ? Ans: Pre-emptive rights are granted to shareholders
. g S as follows in the context of business studies
s &Y . F 0 & o ¢ at the eleventh-grade level:

. 3T 1. Obtaining a portion of the company's net
afad 3 profits as dividend before declaring dividends
9T 37eT for equity shareholders.

Pl
ROT 9F 2. The right to receive a refund of capital,

. ! or pre-emptive rights, after paying off the
ia. ﬁ'IZI HELAT § T company's creditors at the time of the
et @ HoT, A company's liquidation, giving priority to pre-

Please write the sources of long-term emptive rights shareholders in comparison
finance. to ordinary shareholders for profit distribution

A ™ | . " ol and capital recovery.
ns: The sources of long-term finance are as follows:
1 Equity Shares ’ = 87
2' Retained Eami I d gRT NN AEHT F IHF A WA H AT
: etained Earnings U A e Fes YeTeT T
3.  Preference Shares sfafasy & giaur sgerd ¥iE graur sAeaR
4, Debentures SELIRE ) Z?r Sl &
5.  Loans from Financial Institutions What is an overdraft?
6. Loans from Banks, etc. Ans: Providing permission to withdraw an amount
g . exceeding the credit balance in one's current
4. yafer & fag & wat F @ ‘ account by banks is called an overdraft facility.
30 U a F g F ag [ § - This facility is often extended to business,
s arE allowing them to withdraw more funds than
. they have in their account.
Sl & eTeTelle HOT
- 7. Qe e & dia wraror & fFaa a6t &
d 5”"””; far g & 2
TEH W I 3 QT I & AT HTURT &3 10 99 & AT
gfsar, scafe 25 a¥ d& & fav g g1

Sources of Short-Term Finance For how many years are long-term sources

Ans: Short-term finance sources are as follows: of finance usually are ?
FE-11 (SATEATRIS HETT) )




Ans: Long-term sources of finance are generally o 3edReh Aid ¥ o $r cgaear sgqa g &t
available for a period ranging from 10 years T T AT §, SAdih 9eg d@d ¥
to 25 years. T I SHGEAT YA & QAT 1 Holl

o o bt B SR ar g

m.$$m§g-§lmﬂﬂlraa.2ﬁﬁ5ﬁ %mm%%mmm

Tdfer grar g
For _how many years are the sources of What is the difference between internal and
medium term finance usually available? external sources of funds? Explain.

Ans: Mec_hum Term sources of fmgnce are typically Ans: The difference between internal and external
available for a period ranging from 2 to 5 sources of funds is as follows:
years. * Internal sources of funds are those sources

9. et Fualt & wfawl grr Re = arehr q\_’ﬁ where the creation and accumulation of
AAIS: FAT FEaTdl 87 funds happens within the business itself.

3t frdl Suell & Arfae! grIEY Sier arelr qgﬁ gHAT On the other hand, external sources of
32T Golt gerrdl & funds are those sources that generates

. from outside the business.
What is typically referred to as the capital . -
contributed by the owners in a company? * Internal sources can f_qu|II the limited needs
_ _ _ of a business, while external sources

Ans: The capital contributed by the owners in a provide funds for significant financial
company is commonly known as equity Share requirements.
capital e A business generates internal funds

10. 3re9Frale fad & T fFae 3af™ & ga &2 through activities such as accelerating the

T NeuFTaT 0T & 99 ETYReTar 91 1 98 § S collection of receivables, selling stocks,
#r 3ER F A § and reinvesting profits. External sources,

on the other hand, include borrowing from
What is the duration of short-term sources financial institutions, commercial banks,
of finance? and accepting public deposits.

Ans: Short-term sources of finance typically have a * Managing finances through internal sources
short duration, usually less than one year allows a business to retain control, while

external sources provide independence in
T 3cddT gt financial management but often come with
2 . higher costs.
(Short Answer Questions) ,
* In summary, internal sources are cost-

1. FY SR ¥ WeaRk® Td 9T e@ar F F effective for raising capital, whereas
3T %., TS| external sources involve higher expenses.

I FY SEH F HedRe UF 92T Gd & R 2 (hedl die R[fse i dwgEt & a@ e
Er= Tq 39% 393 Y saad|
« P F AR AT T A @ § Terer  Iaw faRe R wva-

fAATOT Taw T cFawE & iR & & grar 1. 9RdT sheifie w@ wa RAfeer e

g, SIefsh S1Ed FId 9 G @I & S Faa (ICICI)-3S. &, 3ms. &Y. 3mS. 1955 3 FFaelr

& g & BId gl ATATH & eddld T Fededr & &9 H TATT
© HedRe HWd § goEEm dr d@fAd gs oMl 38F Yy 3297 -

HERIGATHT HT & gt X Fhd g, i . T &7 & sfeifie weunt & @e,

dIEQHIdI@CQQHIqaﬁa@'Wﬁﬁm ﬁwwmﬁ%ﬁmm|

S GRS « R & 3T A o 3 P A s
PG R LIRS UL et e o S

HTY-HIA  ECIh g -

e T T TATTIT GRS P e S o g e

FIAT &, TR FOT-TST T A, AONSTR ¢ '

¥ v RAdT geuEt ¥ 3UR 99T T 2. SR sienfe e e (IFCI) -3m8. v T

TSI ST TSR T Yol & STed S, T Sfeifie fad e sifufaas,

grdt & 3eTEoT gl 1948 & 3ecdid STS, 1948 # Th HIwAh

FET-11 (TGS TETTA) —




oA & &7 7 g3 oM 38F ATT 39T -

«  FdfAd ey AT A HgrIdr erd HE|

o YYIEAT & WATRSPaT ued &3F F J
Jufal & 93w FHT WcdBa STl

e Identifying and removing deficiencies in
the industrial progress of the country.

 Expanding industrial development and
promoting the growth of priority industries.

o TN SfiEifie sHEAT W JEdElS Td 3. GDR X ADR H ¥ FaR gar §? @A
HEIhTolleT T Jerel aieT| AAS &l
3. #Rer ofteifies @ &% (IDBI)- 3M$8). 3@ 1. GDR (Global Depository Receipt) Teh U&T
.3, Fr T fenfie e d e JHAOYST gidr § Toasdr il ARAT 96T grRT
1964 & 3feciaid &1 IS Y| SHS ALT 3237 - ST feham it &, Tored facel #er # e uanfad
. giofsas S aRa 3T fad deuEr feham ST €1 981, ADR (American Depository
o 3 fodi gEamt &1 Fetor vg ST el . o
AT AT 3¢ T g2 7 IR | 2. GDF;* %Waffﬁ?mﬂﬁ%ﬁgiﬁm
o A F e pra & HRGT FT IdqT ST TFHAS # FAIaE fRar ST HhdT gel 9T
e e T e Rl & @Y 2, S ADR ¥ QT
hael AN Teieh Taralst A gellog fonar om
: 3"? f'.i ;5 ;‘ﬁ“”i' a;;riaf:' ‘ﬁ el HT” A FHaT ¥ 3R aet W & wlie [ B e B
3. GDR # &Usll 3Usl TUEAT HLEr & R
Please provide the names of three specific F AT §F Fr dadr ¥ 3R FAT §F 3AF g
financial institutions and their objectives. F oA T AR AT & S ST e @
Ans: Specialized Financial Institutions - IARHT SleR # 3ifhd el W 3¢ GDR gl
1. Industrial Credit and Investment Corporation it ; ESI? IARET ? forelr sherett grr S
of India (ICICI) - ICICI was established as a e e STl &l
company under the Companies Act in 1955. Differentiate between ADR and GDR
Its main objectives are: Ans: GDR and ADR: Understanding the Difference -
e Assisting in the establishment, expansion, . . .
o . . 1. GDR (Global Depository Receipt) is a
irndanizatirr:)c:]c;eirglztﬁgonrivateolecto:’ndustrlal certificate issued by an Indian company to
9 ) ) P i o gather funds in foreign currency. In contrast,
* Encouraging foreign capital investment ADR (American Depository Receipt) is issued
within the country. exclusively for American citizens.
. Przn“lf(_)tlng _plrlvatek ownership in industrial 2. Shares represented by GDRs can
and financial markets. be listed and traded on any foreign stock
2. Industrial Finance Corporation of India exchange, while ADRs are listed and traded
(IFCI) - IFCl was established as a statutory only on American stock exchanges.
corporation in July 1948 under the Industrial 3. In the case of GDRs, the company deposits
FLr_\an(_:e Corp.oratlon Act, 1948. Its primary its local currency shares with a depository bank,
0 Jectlve.s.are. _ _ which issues deposit receipts in exchange.
 Providing assistance for balanced regional When these deposit receipts are denominated
development. in US. dollars, they are known as GDRs.
e Encouraging the entry of new entrepreneurs Conversely, in the United States, a company's
in priority sectors of the economy. deposit receipt is referred to as an ADR.
e Providing long-term and medium-term 4, TISaF 9 fFA Fegd &7 U AT IaU?
finance to large industrial units. 39 aOSTE 9T/
3. Industrial Development Bank of India
(IDBI) - IDBI was established under the ma'ia";a;ﬁfﬁ?“m““';"ﬁaaiwﬁ% 31
Industrial Development Bank of India Act, TSI Bl E 3& T B w i
1964. Its key objectives include: FEO Fr Sore Y ud qFT Fr S m %
* Coordinating the activities of commercial FoitE ZI?’qUﬁTRIT 3RfET & ar &1 3ra: 3T
banks and other financial institutions. TG arel B & 3T UAT Y ST A ThaT B
» Regulating and controlling other financial aiforfsaess gaf & 3@fr 7 oot @ 364 foet d&
institutions and guiding them in the right $r 8 ThdT g1 TR AT 9RAT Rea I
direction. T gl
FeT-11 (SEATReS AETTT) —=




1. foar &l SEaea & R-FaEedar 3R
gfaafeya ordf & arfoifsas 99 &I 97 S 2
o el yeR & gfaefeud et w787 i
2. I 9T A0S R g1 g, STq T
EEATRUT 37T 8T 2

3. S ATLIA ¥ AUH HIY JCIT S Fohd g,
S R 3 BT AT e g B

4. QIOIeTS 99 SIRT el I dETd dIfoliedsd
ST T HOT o T eTT T HH gAY gl

5. giofede 99 & AEIH ¥ FINT Hr owifea
# HIS AT AN g, Fhih SHh AT A
U ST T & NTLTRATHT & AR TTel
ST Gl &1 3TF 37arar, gRysa E]
memwaﬁéﬂwmm
HeheT B

6. g Hufdl @ i8S FY Ferel AR IS
gfwer UTcT FeT & Feg T ThdT &

What are commercial papers, and what are
their benefits?

. wmmmﬁmw%‘w
Py ypR fT gfdeeerd St arelr A el
gl ST foh ATEROT: ROT 3iqe=et 7 gl
=

gl
o FH JdRII-Eeliae JTAT W fHar T=ar

do g FAT EA @ 9t Ry S are

FOI HT RTd & HA gidr gl

o HFYAT FT AT wanfad AG-AdSiae AT
& STATRAINT & 9T Ad &of HT ISR AT
gIar &1 sEfaU wegelt W fageTor gsrfaa
BRGNS

Ans: Commercial papers: Public deposit, what is it, and what are its
Commercial papers are non-convertible characteristics?
promissory notes issued by a corporate firm  Ans: Public deposits refers to funds directly
for short-term fund-raising purposes. They are collected from the public. The interest rates
typically issued by one firm to another firm, offered on public deposits are higher than
insurance companies, pension funds, and those offered by banks, but public deposits
banks because they are entirely unsecured. come with higher risk.
Henc_e, only firms with a_good cre_dlt rating Characteristics of public deposits:
can issue these papers. The maturity period
for commercial papers can range from 7 days 1. Simple Process: The process of receiving
to 364 days, regulated by the Reserve Bank public deposits is straightforward and typically
of India. does not involve restrictive conditions, unlike
Commercial papers are issued without any regular loans.
collateral or restrictive conditions, making 2. Lower Costs: Public deposits usually have
them easy to sell. They are highly liquid, lower costs compared to borrowing from banks
facilitating easy transfer. and financial institutions.
Benefits of commercial papers include the 3. No Impact on Company Assets: Public
ability to raise substantial funds, which can deposits generally do not put a lien on a
be more than other sources. The cost of company's assets. Companies can use their
issuing commercial papers is lower compared assets as collateral for other sources of funds.
to borrowing from commercial banks. 4. No Influence on Company Control:
Commercial papers offer flexibility in repayment Depositors of public funds do not have
terms, as the issuer can tailor them to suit the right to influence the company, so the
their business needs. Furthermore, mature company's control remains unaffected.
commercial papers can be repaid by selling
new ones. T IcadT T
In summary, commercial papers can help (Long Answer Type Questions)
companies raise significant funds and achieve
better returns. 1. =aaRe a3 dF @ F arew st e &
5. WIESfa® AT FAT §730F 0N Y qAqTC| o & T H gASC
I HUE gRT Y ST F e TS GERIRA F 39 () =& 9@ - I8 AU & & $F &
A ST Fed § STHT 9% & ST ﬁvsﬂwaﬁmmww%mﬁww
arelt SIS ey 3 gRI A S arer Xt ¥ fiE g UNRT & Al Tl el &, Well el
FeT-11 (cTaATR—S I7eTTA) —




Ans:

FET-11 (TGS TETTA)

1.

e T AT T LT GHET § Tl B
FIY I FAEAT § FHA FFIfeadl R s
$IR gY@

o & gfg & T Tl & TR A T &
fore g fRar o g ¥

() % w@ - IEElRs d§% 3T 3Ef &
AaATde AT I AfHeT dler T HOT
Yeld X g, ol oTehe, AMd@, ATAfaey, 9= &
FHA/FATAT, 3 AW 7 ST HLAT| S @G RISt
& 36T AT T BT T

olTa:

EaT H 9 Y &7 Y 37aThT BT &,
ar S Uo7 3Uee aRAT EIdl Hd g.

g AaATIe FEAR & fav smae § 3k
fYaor-97 1 3raRTHAT FAET g,

SIGAT T MARIRATAR FOT I IR Y
ST/ IT TR o ThT &,

SHHT KUT AT W qd ol ST Hehell &.
HiATd:
- 4 A o9 aT™ & T € 3Ty §d g

%a‘?ﬁaﬁwaﬂﬁﬁmgﬂaﬁﬁ@?ﬁ

- BT HHA H Joh KOT dHT TRl & TIT Hide
AT 9T ThdT ¥, Y SYR W T AT T N
W UF AAT|

Explain trade credit and bank credit as
short-term sources of finance.

(I) Trade Credit - Trade credit is a form of
credit facility among businesses, where one
business can purchase goods from another
business without immediate payment. It is a
continuous and convenient source of funds,
reflected as accounts payable or accounts
receivable. It is suitable for businesses with
strong financial positions, and its terms vary
based on individual business agreements.

Advantages:

It is a continuous and convenient source
of funds.

It can be readily available based on the
financial condition of the customer.

It boosts the sales

immediately.

organization's

There is no burden on assets due to the
management of this finance.

It can be used to increase stock levels
for sales growth.

(I1) Bank Credit - Commercial banks provide
various forms of short-term financing to
businesses, such as cash credit, overdraft,
purchasing and discounting of bills, and
issuing of promissory notes. Bank credit is a
short-term source of funds for business.

Advantages:

Banks provide financial assistance
whenever there is a need in the business.

It is convenient for business organizations
and does not require detailed
documentation.

The amount of the loan can be increased
or decreased according to the business's
needs.

Loan repayment can be made before the
scheduled time.

Limitations:

- Bank credit is available for the short term
only.

- The process of obtaining funds from a bank
can be somewhat complex.

- In some cases, banks may impose stringent
conditions for loan approval, such as placing
restrictions on the sale of encumbered assets.

IYRANFT w7 AFEAR F Bl &g v o
sitenfie sor§ frer Wt @ St oeT waar 82
3 X T4 fifSv)

;3o 3R faER & fav faa ad

TF 997 3feifie s T ured = & T a5
At FT TEREF o THT §. TgT FO ATT At
=T S &

Y Fr FeTH: Ig TH IUYFd Hd @
m%aaaﬂém;ﬁmﬁmaﬁaw
&l Sereh §. 3a8uT & foIU, T B FHuar
mm@ramﬂ?ﬁmaﬁmma:
?vmﬁﬁaﬁm?mﬁaam
RU-TH: HUIl Gk @ HOL-9F (Sleg4)
S sk oll ST Hehcll §. $HHA Hdelr
mwaﬂmmm%maﬁﬁ
AT F T aIF T B,

ArEStieleh STAT: SHuferdl 3el Jefeiehlentor
IR [Ear & AT da & S r J7r =




Utilizing these sources, companies can
realize their modernization and expansion

F ool o plans, improving their financial position.
T o R [y e it 3. R ik wwar el & fetae F v ood §2
m,éﬁ faer fo3ara, St shafrar 3 ST HIS DA I FEAT AT e & faw golr
9Tl HT Thdl §. 361607 & ®9 &
: aerer # @i €, aF a8 RER IR @Aar i &
U W 3cdle el HAS il faeprer freTAe & 9 AR Fdr ¥ o o & e
TR & 3 WIed leh 379611 3cUieed faedR e B
W € s gt gl -qa‘rﬁ'aw e Y
o e SH - AT q 3R
5 %a;gafg Fafera 3”“;'%55':'3‘“ & qee F BRI & meaw A A A
% 8 Rffie 99R & RO 9red T e grar § Fif RBa=Rt w o sarer femr
Fehell . 3STEX0T & AU, Teh TAATOT el T &, 98 #X BURT F T a3 4 A
AT Torie a1 AT & fov dF @ e et o 2
o Hhdl .
1 : ¢ . . + 94 B 4RSI W F§ yHET J¢1- 3falkea
31 Wil F OTEHE o HIAT e Sl & AT aNe ¥ adee fSeeR
mﬁmaﬁ?ﬁwaﬁrmﬁﬂw URFT W P THT A& USaT E
?W““'g ot 3ot fader el 3 e . Frder Y qee TEE- THAT 3t &
N T FH BT #1 FTHT X dair ured
For the financial needs of modernization ST HH SITGAYT AT ST g1 TR 3T
and expansion, what sources of funds can a ged A & v BeR a2l &1 ggelr
large industrial unit avail? Discuss them. qe¢ AT ST Bl
Ans: A large industrial unit can seek assistance from - X wae Fw vd Ay A amlled adi-
various sources of funds for modernization AT 3720 & FUH W 3R [EUR g311d Iy
and expansion. Here's a discussion on some gid § Ud Ug HFUS & o H o HeieR
key sources: 6 B &1 3¢ oY Fad FAREd T & sura
Issuance of Shares: This can be a viable &l o ,m §!
source where a company raises capital by o R wd I - BEd @ e 3|
selling its stocks. For example, a phone Ul & 34T 3Uged BT & o9 fshr v
company can sell its previous model's 3T TR el 7l
stock to gather funds for launching a new o Yoy W fagedor a@- o9 cuadride
series. FFYAT gRT FHOT-I=T FT AT fomar Srar &
Bonds: Companies can raise funds by al FOT-OF URHT FHT AT AT G1eT Gl
- . : g1 3Hfv 7% AEIA ¥ AT & gAdm
issuing bonds in the market. In this, the . . 3
company purchases bonds and later HQ.'H'IE;I T FHFAAT & Jee T e FHo
redeems them with interest. et ?;T %;;r -
: . . . o faae Af@/HE FA - T
Public Deposits: Companies can deposit A N Y et R
money in banks for modernization and 8 q # &M
: . . FIg THIT A6l ISdT gl AT 3ol SNTEH
expansion. This earns them interest, F AT & T o o DI & F s
wh|<.:h .they can L.ISG for their projects. St 3|
Iensigtt?litls%nilpeciallzIirrllil’:i?uet.ions ﬁ;kc;vler:grl?setz;sl ) mﬁmﬂ 3@33} ) : &
Finance Corporations, which can provide g g, Pl T EIeht &1
financial assistance to companies. For What is the difference between debentures
instance, a food production company can and preference shares in fundraising?
obtain finance from a nearby Industrial Explain.
Development Corporation to expand its  Ans: When a company or organization seeks funds,
production. it considers debentures and preference shares
Bank Loans: Companies can avail for issuance. Decision-making involves the
various types of loans from banks following points:
for their modernization. For example, e Lower Cost - Debentures, compared
a constr_uction company can take ‘a to preference shares, result in lower
commerma_l loan from a ba_mk to__a_CCIUIre financial costs because the interest paid
new machinery or expand its facilities. on debentures is deducted from taxable
FeT-11 (SEATReS AETTT) —




income.

¢ No Impact on Existing Debenture Holders
- Issuing additional debentures does not
affect existing debenture holders.

* Investor Preference - Issuing debentures
is considered less risky for investors
seeking stable income. They often prefer
debentures for generating a steady return
on investment.

e No Equity Ownership - Debentures
represent fixed-interest securities and do
not confer ownership rights or participation
in company profits.

e Suitable for Sales and Income Stability
- Debentures are more suitable when a
company has stable sales and income.

¢ Limited Control on Management - When
a business issues debentures, debenture
holders do not have significant control
over the management of the company.

e Lower Risk for Investors - Debentures
are less risky for investors because they
receive a regular interest payment.

¢ Fixed Returns - Debenture holders receive
fixed returns, ensuring predictability.

In summary, debentures are preferred for
their lower cost, stable returns, and reduced
risk, making them suitable for investors
seeking fixed income.
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