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DEPARTMENT OF BANK MANAGEMENT 

BUSINESS LAW 

SECTION-A 

 

1. What is law? 

    A citizen may think as asset of rules, a lawyer may think as a vocation and a legislator 

may look a guide and principle to be followed in making decisions. 

 

2. What are the types of law? 

 Civil law 

 Criminal law  

 Commercial or mercantile law 

 Industrial law and 

 International law 

3. Define contract? 

          Sec2. Defines a contract as an agreement enforceable by law between the two or more 

persons by which rights are acquired by one or more to acts. 

4. What is meant by offer? 

         Sec2(a), Indian contract act, 1872  defines as when one person signifies to another his 

willingness to do or to abstain from doing anything with a view to obtaining the assent of that 

other to such act or abstinence. 

5. What is acceptance? 

Acceptance is the manifestation by the offeree of his willingness to be bound by the terms of 

the offer. 

 

6. Define consideration? 

Sec2 (d) defines “When at the desire of the promise, the promise or any other person has done 
or obtained from doing, or does or abstains from doing or promises to do or abstains from 

doing something, such an act is called consideration. 

 

7. What is free consent? 

Two or more persons are said to have consented when they agree upon the same thing in the 

same sense. 
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8. What is voidable contract? 

An agreement which is enforceable by law at the option of one or more of the parties there to, 

but not at the option of the other or others, is avoidable contract. 

 

9. What is valid contract? 

According to sec. 10, all agreements are contracts if they are made by free consent of parties 

competent to contract, for a lawful object and are not expressly declared  

to be void . 

 

10. Define void agreement? 

A void agreement does not create any legal rights or obligations. It is a nullity and is destitute 

of legal effects, altogether. 

 

11. What is meant by illegal agreement? 

An illegal agreement is one which transgresses some rule of basic public policy or which is 

criminal in nature or which is immoral. 

 

12. What is unenforceable contract? 

An unenforceable contract is one which cannot be enforced in a court of law because of 

technical defects such as absence of writing or where the remedy has been barred by laps of 

time. 

 

13. Explain express contract. 

If the terms of contract are expressly agreed upon at the time of formation of contract, the 

contract is said to be an express contract. 

 

14.  Define implied contract. 

An implied contract is one which is inferred from the acts or conduct of the parties or course 

of dealings between them. 

 

15. What is quasi-contract? 

The quasi-contract is not a contract at all. A contract is intentionally entered into by the 

parties and is created by law. 

 

16. Who is called as minor and guardian? 

According to sec. 3 of the Indian majority act 1875, a minor is a person who has not 

completed 18 years of age whereas a guardian is a pointer to look over his properties. 
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17. When a person is said to be of unsound mind? 

A person is said to be of unsound mind for the purpose of making a contract if, at the time 

when he makes it, he is capable of understanding it and of forming a rational judgment as to 

its effect upon his interest. 

 

18. Define coercion. 

When a person is compelled to enter into a contract by the use of force by the other party or 

under a threat, coercion is said to be employed. 

 

19. What is undue influence? 

A contract is said to be undue influence where the relations subsisting between the parties are 

such that one of the party is in a position to dominate the will of the other and uses that 

position to obtain an unfair advantage over the other. 

 

20. What is misrepresentation? 

Misrepresentation is a false statement which the person making it honestly believes to be true 

or which he does not know to be false. 

 

21. What is fraud?  

Fraud exists when it is shown that a false statement has been made, 1.knowingly or 2.without 

beliefs in its truth or 3.recklessly or 4.the maker intense the other party to act upon it. 

 

22. What is contingent contract? 

A contingent contract is a contract to do or not to do something. If some event, collateral to such 

contract, does or does not happen.  

 

23. Explain performance of contract. 

Performance of contract takes place when the parties to the contract fulfill their obligations 

arising under the contract within the time and in the manner prescribed. 

 

24.  What is meant by breach of contract? 

Breach of contract means breaking of the obligation which a contract imposes. It occurs when 

a party to the contract without lawful excuse does not fulfill his contractual obligation. 

 

25. What is meant by the term indemnity? 

A contract by which one party promises to save the other from loss caused to him by the 

conduct of the promise himself, or by the conduct of any other person. 
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26. Explain the term Guarantee?   

A contract of guarantee is a contract to perform the promise, or discharge the liability, of a 

third person in case of his default. 

 

27. What are the rights of surety? 

A surety has rights against the creditor, the principal debtor and the co-sureties. 

 

28. Define the word bailment? 

The word „bailment‟ is derived from the French word „ballier‟ which means „to deliver‟. It 
means any kind of handing over. 

 

29. What is lien? 

„Lien‟ means the right of a person to retain possession of some goods belonging to another 
until some debt or claim of the person in possession is satisfied. 

 

30. Define pledge? 

The bailment of goods as security for payment of debt or performance of promise is called 

pledge. A pledge is a bailment for security. 

 

31. Who is an agent and principal? 

An agent is a person employed to do any act for another, or to represent another in dealings 

with third persons, the persons for whom such act is done or who is so represented is called 

the principal. 

 

32. Who is sub-agent? 

A sub-agent is a person employed by, and acting under the control of, the original agent in the 

business of the agency. 

 

33. What is contract of sale of goods? 

A contract of sale of goods is a contract whereby the seller transfers or agrees to transfer the 

property to goods to the buyer for a price. 

 

34. What is meant by hire purchase agreement? 

A hire purchase agreement is a contract where by the owner of the goods lets them on hire to 

another person on payment of rent to be paid in installments. 
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35. What is bailment? 

 A bailment is the delivery of goods for some specific purposes under a contract on the 

condition that the same goods are to be returned to the bailor or are to be disposed of according 

to the directions of the bailor 

36. Define price? 

The price in a contract of sale means the money consideration for sale of goods. It forms an 

essential part of the contract and must be expressed in money. 

 

37. Define the term partnership? 

Partnership is the relation between persons who have agreed to share the profits o a business 

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

 

38. What is partnership deed? 

The agreement creating partnership may be express or implied, and the latter may be inferred 

from the conduct or course of dealings of the parties. 

 

39. What is meant by dissolution of firm? 

Dissolution of firm means complete breakdown pr extinction of relationship pf partnership 

between all the partners of the firm. 

 

40. What is limited partnership? 

A partnership in which the liability of a partner is limited is called limited partnership. The 

law does not permit the formation of limited partnership in India. 

 

 

 

SECTION-B 

 

1. What are the essentials elements of a valid contract? 

        According to sec.10, all agreements are contracts if they are made by the free consent of 

parties competent to contract, for a lawful consideration and with a lawful object and are not 

expressly declared to be void. In order to become a contract, an agreement must have the 

following elements: 

1. Offer and acceptance 

2. Intention to create legal relationship 

3. Lawful consideration 

4. Capacity of parties-competency 
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5. Free and genuine consent 

6. Lawful object 

7. Agreement not declared void 

8. Certainty and possibility of performance 

9. Legal formalities.  

 

 

2. What are the legal rules to offer? 

               Offer must be such as in laws is capable of being accepted and giving rise to legal 

relationship. A social invitation, even if it is accepted, does not create legal relations because it is not 

so intended. An offer, therefore, must be such as would result in a valid contract when it is accepted. 

            Terms of offer must be definite, unambiguous and certain and not loose and vague. If the 

terms of an offer are vague or indefinite, its acceptance cannot create any contractual relationship. 

   An offer may be distinguished from a declaration of intention and an announcement, an 

invitation to make an offer or do business, newspaper advertisements are not offer, offer must be 

communicated, and offer must be made with a view to obtaining the assent. 

 

 

3. What are the legal rules to acceptance? 

The acceptance of an offer is the very essence of a contract. To be legally effective, it must 

satisfy the following conditions: 

I. It must be absolute and unqualified 

II. It must be communicated to the  offeror 

III. It must be according to the mode prescribed or usual and reasonable mode 

IV. It must be given with in a reasonable time 

V. It cannot precede an offer 

VI. It must show an intention of the part of the acceptor to fulfill terms of the promise 

VII. It must be given by the party or parties to whom the offer is made 

VIII. It must be given before the offer lapses or before the offer is withdrawn 

IX. In cannot be implied for silence 

 

 

4. What are the legal rules for consideration? 

               Sec2 (d) defines “When at the desire of the promise, the promise or any other person 
has done or obtained from doing, or does or abstains from doing or promises to do or abstains 

from doing something, such an act is called consideration. 

   The following are the legal rules for consideration: 
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1. It must move at the desire of the promise 

2. It may move from the promisee or any other person   

3. It may be an act, abstinence or forbearance or return of promise 

4. It may be past, present or future 

5. It need be adequate 

6. It must be real and not illusory 

7. It must be something which the promiser is not already bound to do 

8. It must not be illegal, immoral or opposed to public policy. 

 

5.  What are the types of contracts of persons of unsound mind? 

        A person is said to be of unsound mind for the purpose of making a contract if, at the 

time when he makes it, he is capable of understanding it and of forming a rational judgment as 

to its effect upon his interest. The following are the types of persons of unsound mind: 

 

LUNATICS: 

  A lunatic is a person who is mentally deranged due to some mental strain or 

other personal experience. 

IDIOTS: 

  An idiot is a person who has completely lost his mental powers. 

 

DRUNKEN OR INTOXICATED PERSONS: 

  A drunken or intoxicated person suffers from temporary incapacity to contract. 

 

6. What are the difference between coercion and undue influence? 

 When a person is compelled to enter into a contract by the use of force by the other party or 

under a threat, coercion is said to be employed 
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 A contract is said to be undue influence where the relations subsisting between the parties are 

such that one of the party is in a position to dominate the will of the other and uses that position to 

obtain an unfair advantage over the other.     

 

7. What are the essential elements of fraud? 

Fraud exists when it is shown that a false statement has been made, 1.knowingly or 2.without 

beliefs in its truth or 3.recklessly or 4.the maker intense the other party to act upon it. 

Following are the essential elements of fraud: 

I. There must be a representation or assertion and it must be false. 

II. The representation must relate to a material fact which exists now or existed in the 

past. 

III. The representation must have been made before the conclusion of contract with the 

intension of inducing the other party to act upon it. 

IV. The representation or statement must have been made with a knowledge of its falsity 

or without belief in its truth, or recklessly not caring whether its true or false. 

V. The other party must have been induced to act upon the representation or assertion. 

VI. The other party must have relied upon the representation and must have been 

deceived. 

 

8. What is mean by discharge of contract? 

 Discharge of contract means termination of contractual relationship between the parties. The 

contract may be discharged either by an act of parties or by an operation of law in the different base 

set out below. 

I. Discharge by performance. 

COERCION UNDUE INFLUENCE 

The concerned is given under the threat of 

offense. 

 

 

Coercion is mainly of physical character. 

 

There must be intension of causing any person 

to enter into an agreement. 

 

It involves a criminal act. 

The concerned is given by a person who is so 

situated in relation to other. 

 

Under influence is of moral character. 

 

The influence party uses its position to obtain 

an unfair advantage over the other party. 

 

No criminal act is involved. 
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II. Discharge by mutual agreement. 

III. Discharge by impossibility of performance. 

IV. Discharge by lapse of time. 

V. Discharge by operation of law. 

VI. Discharge by breach of contract. 

VII. A promise may dispense with or remit the performance. 

VIII. When a promise neglects or refuses to afford the promises. 

 

 

9. What is mean by breach of contract? 

 Breach of contract means breaking of the obligation which a contract imposes. It occurs when 

a party to the contract without lawful excuse does not fulfill his contractual obligation. Breach of 

contract may be     

I. Actual breach of contract. 

II. Anticipatory or constructive breach of contract. 

Actual breach of contract: 

 It may take place at the time when the performance is due and also occurs when 

during the performance of contract, one party fails or refuse to perform this obligation under the 

contract. This refusal to perform may be by 1. Express repudiation 2. Implied repudiation  

 Anticipatory or constructive breach of contract: 

  It occurs when a party to an executive contract declares his intension of not 

performing the contract before the performance is due. He may do so 1.by expressly renouncing his 

obligations under the contract 2.by doing some act so that the performance of his promise becomes 

impossible. The rights of the promisee in case of anticipatory breach does not necessarily discharge 

the contract unless the promisee so chooses. 

10. What are kinds of quasi-contract? 

 The quasi-contract is not a contract at all. A contract is intentionally entered into by the 

parties and is created by law. Secs 68 to 72 deal with five kinds of quasi-contractual obligations. 

I. Supply of necessaries: 

If a person, incapable of entering into a contract, or anyone whom he is 

legally bond to support, is supplied by another with necessaries. 

II. Payment by interested person: 
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A person, who is interested in payment of money which another is 

bound by law to pay and who therefore pays it, entitled to be 

reimbursed by the other. 

    III. Obligation to pay for non-gratuitous acts: 

    When a person lawfully does anything for another person or delivers 

     anything to him.  

11. Difference between contract of indemnity and guarantee. 

 

12. What is meant by discharge of surety and what are its types? 

 A surety is said to be discharged when is liability comes to an end. The various modes of his 

discharge are shown below 

Discharge by surety of revocation: 

  Revocation by surety by giving notice 

  Revocation by death 

  Revocation by novation 

 

contract of indemnity contract of guarantee 

There are two parties of contract. 

 

The liability of the indemnifier to the 

indemnified is primary an independent. 

 

There is only one contract between the 

indemnifier and indemnified. 

 

It is not necessary to act at request of the 

indemnified. 

 

The liability of the indemnifier arises only on 

the happening of a contingency. 

 

An indemnifier cannot sue a third party for loss 

in his own name.  

There are three parties of contract. 

 

The liability of the surety to the creditor is 

collateral or secondary.  

 

The contract of guarantee, there are three 

contracts.  

 

It is necessary that the surety should give the 

guarantee at the request of the debtor. 

 

There is usually an existing debt or duty. 

 

 

The surety on discharging the debt due by the 

principal debtor, steps into the shoes of the 

creditor. 
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Discharge of surety by the conduct of creditor: 

  Variance in terms of contract 

  Release or discharge of principal debtor 

  Compounding by creditor with principal debtor 

  Creditor‟s act or omission impairing surety‟s eventual remedy 

Discharge of surety by invalidation of contract: 

  Guarantee obtained by misrepresentation 

  Guarantee obtained by concealment 

  Guarantee on contract that creditor shall not act on it until a co-surety joins 

13. Difference between particular lien and general lien? 

 A particular lien is one which is available to the bailee against only those goods in respect of 

which he has rendered some service involving the exercise of labor or skill. 

 A general lien is a right to retain all the goods or any property of another until all the claims 

of the holder is satisfied. 

 

14.  What is creation of agency? 

 An agent is a person employed to do any act for another, or to represent another in dealings 

with third persons, the persons for whom such act is done or who is so represented is called the 

principal. 

 The relation of principal and agent may arise 

PARTICULAR LIEN GENERAL LIEN 

This is a right available to the bailee against 

only those goods in respect of which skill and 

labor have been expended by him. 

 

 

This is the right to retain the goods only for a 

charge for labor employed or expenses incurred 

upon the goods. 

This is a right to retain any property belonging 

to the other party in respect of any payment 

lawfully due, provided the property is in the 

possession of the person exercising the right 

 

This is a right to retain any property belonging 

to the other property for a general balance of 

account. 
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  1. by express agreement  

  2. by implied agreement 

  3. by ratification 

  4. by operation of law 

Agency by express agreement: 

 The authority given by a principal to his agent is an express authority which enables the agent 

to bind the principal by acts done within the scope of his authority. 

Agency by implied agreement: 

 Implied agency arises from the conduct, situation or relationship of the parties. The types of 

implied agency are 1. Agency by estoppels 2. Agency by holding out 3. Agency by necessity  

Agency by ratification: 

 A person may act on behalf of another without his knowledge or consent. 

15. Explain termination of agency? 

 Sec 201 describes the modes of termination of agency. The section is not comprehensive. The 

various modes of termination of agency as mentioned in sec .201 and other modes are indicated 

below. In certain cases the agency is irrevocable. 

 Termination of agency by the act of the parties: 

 Agreement: 

  The relation of principal and agent like any other agreement may be terminated at any 

time. 

 Revocation by the principal: 

  The principal may revoke the authority of the agent at any time before the agent has 

exercised his authority. 

 Revocation by the agent: 

  An agency may also be terminated by an express renunciation by the agent after 

giving a reasonable notice of the principal. 

 Termination of agency by operation of law: 

 Performance of the contract 
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 Expiry of the time 

 Death and insanity 

 Insolvency 

            Destruction of subject matter  

 Principal becoming an alien enemy 

 Dissolution of a company 

 Termination of sub-agent‟s authority 

 

16. Distinction between sale and hire purchase agreement? 

 A contract of sale of goods is a contract whereby the seller transfers or agrees to transfer the 

property to goods to the buyer for a price. 

 A hire purchase agreement is a contract where by the owner of the goods lets them on hire to 

another person on payment of rent to be paid in installments.    

 

 

17. What are the rights and duties of the buyer? 

 Rights of the buyer: 

  1. Right to have delivery as per contract. 

SALE  HIRE PURCHASE AGREEMENT 

Ownership is transferred from the seller to the 

buyer as soon as the contract is entered in to. 

 

 

The position of buyer is that of owner. 

 

The buyer cannot terminate the contract and as 

such is bound to pay the price of the goods. 

 

 

If the payment is made by the buyer in 

installments, the amount paid by the buyer to 

the seller is reduced. 

Ownership is transferred from the seller to the 

hire purchaser only when a certain agreed 

number of installments is paid. 

 

The position of the hire-purchaser is that of 

bailee. 

 

The hire-purchaser has an option to terminate 

the contract at any stage, and cannot be forced 

to pay the further installments. 

 

The installments paid by the hire-purchaser are 

regarded as  hire charges and not as payment 
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  2. Right to reject the goods 

  3. Right to repudiate 

  4. Right to notice of insurance  

  5. Right to examine 

  6. Rights against the seller for breach of contract 

I. Suit for damages 

II. Suit for price 

III. Suit for specific performance 

IV. Suit for breach of warranty 

V. Repudiation of contract before the due date 

VI. Suit for interest 

Duties of the buyer: 

a. Duty to accept the goods and pay for them in exchange for possession 

b. Duty to apply for delivery 

c. Duty to demand delivery at a reasonable hour 

d. Duty to accept installment delivery and pay for it 

e. Duty to take risk of deterioration in the course of transit 

f. Duty to intimate the seller where he rejects the goods 

g. Duty to take delivery 

h. Duty to pay price 

i. Duty to pay price for non-acceptance 

 

18. Define partnership? What are the characteristics of partnership? 

 Partnership is the relation between persons who have agreed to share the profits o a business 

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

 Characteristics of partnership: 

 1. Association of two or more persons: 

  There must be at least two competent person to form a partnership 

 2. Agreement: 

  The partnership relation is one of contractual nature and arises from contract and not 

from status. 



17 

 

 3. Business: 

  A partnership can be formed only the for the purpose of carrying on some business 

 4. Sharing of profits: 

  The object of partnership must be to make profit the excess of what is obtained over 

the cost of obtaining it. 

 5. Mutual agency: 

  The business of partnership may be carried on by all the partners or any of them acting 

for all. 

 

19. Explain the registration of firms? 

 The partnership act does not provide for the compulsory registration of firm. It has left to the 

option of the firms to get themselves registered. 

 Procedure for registration: 

  The registration of firm may be effected at any time by filing an application in the 

form of a statement, giving the necessary information, with the register of the firms of the area. 

Sec.57 empowers a state government to appoint a registers of firms for the purpose of the partnership 

act and define the areas within which they all exercise their powers and perform their duties. 

 The application of the firm shall be accompanied by the prescribed fee. It shall state: 

i. The nature of the firm 

ii. The place or principal place of business of the firm 

iii. The names of other places where the firm carries on business 

iv. The date when each partner joined the firm  

v. The name in full and permanent addresses of the partners; the duration of the 

firm. 

 

20. What are the rights of partner? 

 The relations of the partners of a firm to one another are usually governed by the agreement 

among them.  

Rights of a partner: 

  Right to take part in business 
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 Right to be consulted 

 Right of access to accounts 

 Right to share to profits  

 Right to interest on capital 

 Right to interest on advance 

 Right to be indemnified 

 Right to the use of partnership property 

  Right of partner as agent of the firm 

 No new partner to be introduced 

 No liability before joining  

 Right to retire 

 Right not to be expelled 

  Right of out going partner to share in the subsequent profit. 

 

       SECTION-C 

1. What are the sources of mercantile law?  

 The bulk of Indian mercantile law is based on, and follows, the English mercantile law. In the 

absence of any specific law, usage or custom on a particular point arising before a court, rules of the 

English law are applied. The courts in India are however, selective in the application of the English 

law.  

 The important sources of the Indian mercantile law: 

 1. English mercantile law: 

  English mercantile law is the common law of England as modified and supplemented 

by equity and statue law. 

Common law: 

It refers to a system of law based upon English customs, usages and traditions which were 

developed over centuries by the English court. 
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Equity: 

 It refers to that branch of English law which developed separately from the common law. It is 

based upon concepts of justice developed by the judges whose decisions became precedents. 

Statue law: 

 The statue law refers to the law laid down in the acts of parliament. It is superior to and 

overrides any rule of the common law of equity. 

 The other sources of English law are the: 

Law merchant or maritime usage: 

 The Law merchant was the forerunner of the English mercantile law. It was the branch law 

which was based on customs and usages prevalent amongst merchants and bankers. 

Roman law: 

 A reference to Roman law was made when custom and usage failed to afford solution to a 

particular case. 

Case law: 

 This is also very important source of the English mercantile law. It is built up on previous 

judicial decisions i.e., on the principle that what has been decided in an earlier case. 

2. Statue law: 

 In India, the bulk of mercantile law is statue law based largely on English law. 

3. Judicial deacons or the system of precedents: 

 It is based upon the previous judicial decisions which have to be followed in future 

similar cases. 

4. Customs and usage: 

 Customs and usages established by long use and constantly put in to practice become 

binding on the parties entering in to commercial transactions. 

2. Explain classification of contracts and essential elements? 

 A contract is an agreement enforceable by law between the two or more persons by which 

rights are acquired by one or more to acts. Contracts may be classified according to their validity, 

formation, or performance. 

Classification according to validity: 

 Void able contract 

 Void agreement  

Void contract    
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Illegal agreement 

Unenforceable contract 

Classification according to formation: 

 Express contract 

 Implied contract 

 Quasi contract 

 E-commerce contract 

Classification according to performance: 

 Executed contract 

 Executor contract 

 Unilateral or one-sided contract  

Essentials elements of valid contract: 

 According to sec.10, all agreements are contracts if they are made by the free consent 

of parties competent to contract, for a lawful consideration and with a lawful object and are not 

expressly declared to be void. In order to become a contract, an agreement must have the following 

elements: 

10. Offer and acceptance 

11. Intention to create legal relationship 

12. Lawful consideration 

13. Capacity of parties-competency 

14. Free and genuine consent 

15. Lawful object 

16. Agreement not declared void 

17. Certainty and possibility of performance 

18. Legal formalities.  

 

 

3. What are the legal rules to offer? When does it come to an end? 

Legal rules to offer: 

 Offer must be such as in laws is capable of being accepted and giving rise to legal 

relationship. A social invitation, even if it is accepted, does not create legal relations because it is 
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not so intended. An offer, therefore, must be such as would result in a valid contract when it is 

accepted. 

1. Terms of offer must be definite, unambiguous and certain and not loose and vague. If the terms 

of an offer are vague or indefinite, its acceptance cannot create any contractual relationship. 

2. An offer may be distinguished from a declaration of intention and an announcement, an 

invitation to make an offer or do business, newspaper advertisements are not offer, offer must be 

communicated, and offer must be made with a view to obtaining the assent. 

 An offer may come to an end by revocation or lapse of time, or rejection. 

  Revocation or lapse of offer: sec. 6 deals with various modes of revocation of offer. 

According to it, an offer is revoked 

  1. By communication of notice of revocation by the offeror at any time before its acceptance 

is complete as against him. 

 2.  by lapse of time 

 3. by non-fulfillment by the offeree of a condition precedent to acceptance 

 4. by death or insanity of the offeror  

 5. If a counter offer is made to it 

 6. If an offer is not accepted according to the prescribed or usual mode 

 7. If the law is changed 

 Rejection of offer: An offeree may reject the offer. Once he does that he cannot subsequently 

accept it. 

4. Explain legal rules for acceptance and consideration? 

Acceptance: 

The acceptance of an offer is the very essence of a contract. To be legally effective, it 

must satisfy the following conditions: 

X. It must be absolute and unqualified 

XI. It must be communicated to the  offeror 

XII. It must be according to the mode prescribed or usual and reasonable 

mode 

XIII. It must be given with in a reasonable time 

XIV. It cannot precede an offer 
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XV. It must show an intention of the part of the acceptor to fulfill terms of 

the promise 

XVI. It must be given by the party or parties to whom the offer is made 

XVII. It must be given before the offer lapses or before the offer is withdrawn 

XVIII. In cannot be implied for silence 

Consideration: 

 

 Sec2 (d) defines “When at the desire of the promise, the promise or any other person 
has done or obtained from doing, or does or abstains from doing or promises to do or abstains 

from doing something, such an act is called consideration. 

   The following are the legal rules for consideration: 

9. It must move at the desire of the promise 

10. It may move from the promisee or any other person   

11. It may be an act, abstinence or forbearance or return of promise 

12. It may be past, present or future 

13. It need be adequate 

14. It must be real and not illusory 

15. It must be something which the promiser is not already bound to do 

16. It must not be illegal, immoral or opposed to public policy. 

 

5. What is mean by discharge and breach of contract? 

 Discharge of contract means termination of contractual relationship between the parties. The 

contract may be discharged either by an act of parties or by an operation of law in the different base 

set out below. 

IX. Discharge by performance. 

X. Discharge by mutual agreement. 

XI. Discharge by impossibility of performance. 

XII. Discharge by lapse of time. 

XIII. Discharge by operation of law. 

XIV. Discharge by breach of contract. 

XV. A promise may dispense with or remit the performance. 

XVI. When a promise neglects or refuses to afford the promises. 

 Breach of contract means breaking of the obligation which a contract imposes. It occurs when 

a party to the contract without lawful excuse does not fulfill his contractual obligation. Breach of 

contract may be     

III. Actual breach of contract. 
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IV. Anticipatory or constructive breach of contract. 

Actual breach of contract: 

 It may take place at the time when the performance is due and also occurs when 

during the performance of contract, one party fails or refuse to perform this obligation under the 

contract. This refusal to perform may be by 1. Express repudiation 2. Implied repudiation  

 Anticipatory or constructive breach of contract: 

  It occurs when a party to an executive contract declares his intension of not 

performing the contract before the performance is due. He may do so 1.by expressly renouncing his 

obligations under the contract 2.by doing some act so that the performance of his promise becomes 

impossible. The rights of the promisee in case of anticipatory breach does not necessarily discharge 

the contract unless the promisee so chooses. 

 

6. Discuss about the dissolution of firm? 

 The dissolution of partnership between all the partners of a firm is called the dissolution of 

firm. It means complete breakdown or extinction of the relationship of partnership between all the 

partners of the firm. It may be of two types: 

  1. Dissolution without the order of court 

  2. Dissolution by court 

 Dissolution without the order of court: 

  It may take place in any of the following ways 

Dissolution by agreement 

 A firm may dissolve with the consent of all partners or in accordance with a contract between 

them. 

Compulsory dissolution 

 By adjudication of all the partners but all the partners but one is insolvent 

 By the happening of any event which is unlawful  

Dissolution on the happening of certain of contingencies 

 The expiry of the term for which the was constituted 
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 The completion of particular adventure or adventures 

 The death of a partner 

 The adjudication of the partner as an insolvent 

Dissolution by notice of partnership at will 

 Where the partnership is at will the firm may dissolved by any partner by giving notice in 

writing to all the partners of his intention to dissolve. 

 Dissolution by court: 

  The court may at the suit of a partner, dissolve a firm on the following grounds 

 Insanity 

  Where a partner has become of unsound mind, the court may  

Dissolve a firm on the petition of any of the other partner. 

 Permanent incapacity 

  Where a partner other than the partner suing is incapable of performing his duties as a 

partner the court may Dissolve a firm. 

 Misconduct 

  Where a partner other than the partner suing is guilty of misconduct and is likely to 

affect prejudicially the nature of business, the court may dissolve a firm. 

 Transfer of interest 

  Where a partner has in any way transferred the whole of his interest in the firm to the 

third party, the court may dissolve a firm. 

 

7. Explain the steps taken from the reconstitution of the firm? 

 The partnership firm is said to be reconstituted when any of the following changes occurs. 

 Introduction of a partner 

  A person may admit as a new partner either with the consent of all the partners or in 

accordance with a contract. 

 Liability of an incoming partner:   

  An incoming partner does not become liable for any act of the firm done prior to his 

admission as a partner. 
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 Retirement of a partner 

  A partner may retire from a firm  

 1. with the consent of the entire partner 

 2. in accordance with the express agreement 

 3. Where the partnership is at will, by giving notice in writing to all the partners  

 Liability of the retired partner before retirement 

  A retired partner continues to liable for all the acts of the firm done before his 

retirement or acts pending at the time of his retirement. 

 Liability of the retired partner after retirement 

  A retired partner along with all the partners at the time of his retirement continues to 

be liable as a partner to third parties.  

Expulsion of a partner 

 A partner may expelled from partnership subject to the following three conditions: 

1. The power should be expulsion of a partner should be conferred by the contract 

2. The power should be exercised by a majority of persons 

3. The power should be exercised in good faith 

 Irregular expulsion 

The expelled partner may in such a case claim re-instatement as a partner or sue for the refund of his 

rights. 

 Regular expulsion 

The expelled partner subject to the satisfaction of conditions pf rights and liabilities. 

Insolvency of a partner 

 Where partner in a firm is adjudicated insolvent, he ceases to be a partner on the date on 

which the order of adjudication is made, whether or not the firm is thereby dissolved. 

Death of a partner 

 Subject to contracts between the parties, a firm is dissolved by death of a partner. The estate 

of descend partner is not liable for any act of the firm done after his death. 
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Transfer of a partner’s interest 

 The transfer may be absolute or partial, 

1. to infere in the conduct of the business of the firm 

2. to require accounts of the firm 

3. To inspects the books of the firm.  
 

8. Comment on auction sales? 

             A sale by auction is a public sale where different intending buyers try to outbid each other. 

The goods are ultimately sold to the highest bidder. His relationship with the owner of the good is 

governed by the general principle of the law relating to the agency. 

Procedure to auction sale: 

 The proposed auction is duly advertised and a printed catalogue of the goods together with the 

terms of sale is circulated. On the appointed day and time the intending buyer assemble and the 

auctioneer puts the different lots to auction and invites bids from the intending buyer. The highest bid 

constitutes the offer. 

Rules of auction sale 

 The law on auction sale is contained in the case of sale by auction the following rules apply 

1. Goods put up for sale lots 

Where goods put up for sale in lots each lot is prima-facie deemed to be subjected of a 

separate contract of sale. 

2. Completion of sale 

The sale is completed when the auctioneer announces its completion by the fail of the 

hammer or in some other customary manner 

3. Right to seller to bid 

A right to bid may be reserved expressly by or on behalf of the seller. Where such 

right is expressly reserved the seller or any other person on his behalf may bid at the 

auction. 

 4.  Sale not notified subject to a right bid 

  Where a sale not notified subject to a right bid on behalf of the seller, it is not lawful. 

Any sale contravening this rule may be treated as fraudulent by the buyer. 

5. Reserve price 
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The sale may be notified to be subject to a reserve or upset price. But where the sale is 

without reserve, the goods will be sold to the highest bidder. 

9. What are the rules as to deliver the goods? 

 Delivery means voluntary transfer of possession of goods from one person to another. 

Delivery of goods may be actual, symbolic or constructive. 

Rules as to delivery of goods: 

 The following are the rules to be followed 

Mode of delivery: 

 Delivery should have the effect of putting the goods in the possession of buyer or his duly 

authorized agent. 

Delivery and payment conditions: 

 Delivery of goods and payment of price must be according to the terms of the contract. The 

seller shall be ready and willing to give possession of the goods to the buyer. 

Effect of part of delivery: 

 A delivery of part of goods in the progress of delivery of the whole has the same effect for the 

purpose of passing the property in such goods. 

Buyer to apply for delivery: 

 Apart from any express contract, the seller of the goods is not bound to deliver them until the 

buyer applies for delivery. 

Place of delivery: 

 Where the place at the delivery of the goods is to take place is specified in the contract, the 

goods must be delivered at the place during business. 

Time of delivery: 

 Where under the contract of sale the seller is bound to send the goods to the buyer, but not at 

the time for sending them is fixed, the seller is bound to sell them with in a reasonable time. 

Goods in a possession of third party: 

 When at the time of the sale the goods are with the third party there is no delivery by the 

seller to the buyer until he holds them on his behalf. 
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Cost of delivery: 

 Unless otherwise agreed, all expenses of and incidental to making of delivery are borne by the 

seller. 

Delivery of wrong quantity: 

 Where the seller delivers the buyer a quantity of goods less then he contracted to see, the 

buyer may reject the goods. 

10. Express and implied warranties- Discuss 

 In a contract of sale of goods conditions and warranties may be express or implied. Express 

conditions are those which are expressly provided in the contract. Implied conditions are those which 

law implies in to the contract. 

Implied conditions: 

 Conditions as to title 

In a contract of sale unless the circumstances of the contract are such as to show different intention, 

there is an implied condition on the part of the seller. 

 Sale by description 

Where there is a contract for the contract of the sale of goods by description, there is an implied 

condition that the goods shall correspond with the description. 

 Conditions as to quality or fitness 

In a contract of sale, there is no implied condition as to quality or fitness of the goods for a particular 

purpose. 

 Conditions as to merchantability 

Where a goods are bought by description from a seller who deals in goods of that description there is 

no implied conditions the goods are of merchantable quality. 

 Conditions implied by custom 

An implied conditions as to quality or fitness for a particular purpose may be annexed by the usage of 

trade. 

 Sale by sample 

A contract of sale is a contract for sale by sample where there is a term in the contract, express or 

implied, to that effect. 



29 

 

 Conditions as to wholesomeness 

In the case of eatables and provisions, in addition to the implied conditions as to merchantability, 

there is another implied condition that the goods shall be wholesome. 

Implied warranties 

 The implied warranties in a contract of sale are as follows 

1. Warranty of quiet possession 

Unless there is a implied warranty that the buyer shall have and enjoy quiet possession of goods. 

2. Warranty of freedom from encumbrances 

If his possession is in any way disturbed by reason of the any change or encumbrances on the goods 

in favor of any third party, he shall have a right to claim. 

3. Warranty as to quality or fitness by usage of trade 

An implied warranty as to quality or fitness by usage of trade for a particular purposes may be 

annexed. 

11. Explain the right of surety? 

 A surety has the right against  

1. The creditor 

2. The principal debtor 

3. The co-sureties 

 Rights against creditor 

Before payment of the guaranteed debt: 

 A surety after the debt has become due and before he is called upon to pay requires the 

creditor to sue the principal debtor. 

Right of set off 

 On being sued by the creditor, the surety can rely on any set off or counter claim which the 

debtor has against the creditor. 

On payment of the guaranteed debt 

 The surety is subrogated to all the rights of the creditor and gets the right to demand from the 

creditor at the time of payment all the securities. 

Right to securities 
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 On payment of the guaranteed debt, the surety is entitled to all equities which the creditor 

could have enforced not only against the principal debtor. 

Right of subrogation 

 Where a guaranteed debt has become due and the surety has paid all that he is liable for, he is 

invested with all the rights which the creditor has against the principal debtor. 

  Rights against the principal debtor 

Right to be relived of liability 

 Before the payment has been made, the surety can compel the principal debtor to relieve him 

from liability by paying off the debt. 

Right to indemnity 

 In every contract of guarantee there is an implied promise by the principal debtor to 

indemnify the surety, and the surety is entitled to recover from the principal debtor. 

 Rights against the co-sureties 

Right of contribution 

 When a debt is guaranteed by two or more sureties they are called co-sureties. The co-sureties 

are liable to contribute, as agreed, towards the payment of the guaranteed debt. 

12. Discuss rights and duties of bailor? 

 Rights of bailor 

Enforcement of rights: 

 The bailor can enforce by suit all the liabilities or duties of the bailee, as his rights. 

Avoidance of contract: 

 The bailor can terminate the bailment if the bailee does, with regard to the goods bailed, any 

act which is inconsistent with the terms of the bailment. 

Return of goods lent gratuitously: 

 When the goods are lent gratuitously, the bailor can demand their return whenever he pleases 

even though he lent them for a specified time or purpose. 

Compensation from a wrong-doer: 
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 If a third person wrongfully deprives the bailee of the use or possession of the goods bailed, 

or does them any injured the bailor or the bailee may bring a suit. 

 Duties of bailor 

To disclose known faults: 

 It is the first and foremost duty of the bailor to disclose the known faults about the goods 

bailed to the bailee. 

To bear extraordinary expenses of bailment: 

 The bailee is bound to bear ordinary and reasonable expenses of the bailment but for any 

extraordinary expenses the bailor is responsible. 

To indemnify the bailee for loss in case of premature termination of gratuitous bailment: 

 A gratuitous bailment can be terminated by the bailor at any time even though the bailment 

was for a specific time or purpose. 

To receive back the goods: 

 It is the duty of the bailor to receive back the goods when the bailee returns them after the 

expiry of the term of the bailment. 

To indemnify the bailee: 

 Where the title of the bailor to the goods is defective and the bailee suffers as a consequence, 

the bailor is responsible to the bailee. 

 

13. Explain the rights of Pawner and Pawnee? 

 Rights of Pawnee 

Right of retainer: 

The Pawnee may retain the goods pledged until his dues are paid. He can however exercise 

only a particular lien over the goods. 

Right of retainer for subsequent advances: 

 When the Pawnee lends money to the same pawner after the date of the pledge, it is presumed 

that the right of retainer over the pledged goods extends to subsequent advances also. 

Right to extraordinary expenses: 
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 The Pawnee is entitled to receive from the pawnor extraordinary expenses incurred by him for 

the preservation of goods pledged. 

Right against true owner, when the pawnor’s title is defective: 

 When the pawnor has obtained possession of the goods pledged by him under a contract the 

pawnee acquires a good title to the goods. 

Pawnee’s right when pawnor makes default: 

Where the pawnor fails to redeem his pledge, the Pawnee can exercise the suit against the 

pawnor.  

Rights of pawnor 

Right to get back goods: 

 On the performance of promise or repayment of loan and interest if any, the pawnor is entitled 

to get back the goods pledged. 

Right to redeem debt: 

 Quite often a time is stipulated for the payment of the debt, or performance of the promise, for 

which the pledge is made. 

Preservation and maintenance of the goods: 

 The pawnor has a right to see that the pawnee like bailee preserves the goods pledged and 

properly maintains them. 

Rights of an ordinary debtor: 

 The pawnor has in addition to the above rights, the rights of an ordinary debtor which are   

conferred on him by various statutes meant for the protection of debtor 

14. What are the classifications of agents? 

 An agent is a person employed to do any act for another, or to represent another in dealings 

with third persons, the persons for whom such act is done or who is so represented is called the 

principal. A general classification of agents from the point of view of the extent of their authority is 

as follows: 

1. Special agent: 

A special agent is one who is appointed to perform a particular act or to represent his principal 

in some particular transactions. 

2. General Agent: 
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 A General Agent is one who has authority to do all acts connected with the particular trade, 

Business or Employment. Such authority of the agent is continuous until it is put to an end. 

3. Universal Agent: 

 A Universal Agent is one whose authority to act for the principal is unlimited. He has 

authority to bind his principal by an act which he does. 

 

 Another classification of agents from the point of view the nature of work performed by them, 

1. Commercial or mercantile agent: 

 A mercantile agent having in the customary course of business as such agent, authority either 

to sell goods or to consign goods for the purpose of sale. This definition does not cover all kinds of 

mercantile agent which are as follows: 

 1. Factor: 

A factor is a mercantile agent entrusted with the possession of goods for the purpose of selling them. 

He sells the goods in his own name as an apparent owner upon such terms as he thinks fit. 

 2. Auctioneer: 

An auctioneer is an agent appointed by a seller to sell his goods by public auction for a reward 

generally in the form of a commission. 

3. Broker: 

A broker is an agent who is employed to buy or sell the goods on behalf of another. He is employed 

primarily to bring about a contractual relation between the principal and the third parties. 

 4. Commission agent: 

A Commission agent belongs to a somewhat indefinite class of agents. He is employed to buy and 

sell goods, or transact business generally for other persons. 

2. Banker: 

 The relationship between a banker and his customer is really that of debtor and creditor. But 

there is a super- added obligation on the part of the banker to pay when called upon to pay. 

3. Non-mercantile agents: 

 These include attorneys, solicitors, insurance agents, clearing and forwarding agents and wife. 

 

15. What is creation of agency? When it is terminated? 

 An agent is a person employed to do any act for another, or to represent another in dealings 

with third persons, the persons for whom such act is done or who is so represented is called the 

principal. 

 The relation of principal and agent may arise 

  1. by express agreement  

  2. by implied agreement 



34 

 

  3. by ratification 

  4. by operation of law 

Agency by express agreement: 

 The authority given by a principal to his agent is an express authority which enables the agent 

to bind the principal by acts done within the scope of his authority. 

Agency by implied agreement: 

 Implied agency arises from the conduct, situation or relationship of the parties. The types of 

implied agency are 1. Agency by estoppels 2. Agency by holding out 3. Agency by necessity  

Agency by ratification: 

 A person may act on behalf of another without his knowledge or consent. 

Termination of agency: 

 Sec 201 describes the modes of termination of agency. The section is not comprehensive. The 

various modes of termination of agency as mentioned in sec .201 and other modes are indicated 

below. In certain cases the agency is irrevocable. 

 Termination of agency by the act of the parties: 

 Agreement: 

  The relation of principal and agent like any other agreement may be terminated at any 

time. 

 Revocation by the principal: 

  The principal may revoke the authority of the agent at any time before the agent has 

exercised his authority. 

 Revocation by the agent: 

  An agency may also be terminated by an express renunciation by the agent after 

giving a reasonable notice of the principal. 

 Termination of agency by operation of law: 

 Performance of the contract 

 Expiry of the time 

 Death and insanity 
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 Insolvency 

            Destruction of subject matter  

 Principal becoming an alien enemy 

 Dissolution of a company 

 Termination of sub-agent‟s authority 
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. 

COMPUTER APPLICATION IN BANKING 

   SECTION – A 

 

1. What is freezing panes? 
       To freeze the top horizontal pane, select the row below where we want the split to appear. 

1. To freeze the left vertical pane, select the column to the right of where we want the 

split to appear. 

2. To freeze both the upper and left panes, click the cell below and to the right of where 

we want the split to appear. On the Window menu, click Freeze Panes 

 

2. What are the primary groups? 

a. Capital Account 

b. Reserves and Surplus 

c. Current Assets 

d. Bank Accounts 

e. Cash-in-Hand 

f. Deposits 

g. Loans and advances 

h. Stock in Hand 

i. Sundry debtors 

j. Current liabilities 

 

3. How to set or alter budgets? 
            There are three options to set or alter budgets 

i. Group 

ii. Ledger 

iii. Cost Center 
 

4. Write the sub-groups of current asset? 
     There are six sub-groups to current assets. 

 Bank Accounts 

 Cash-in-Hand 

 Deposits 

 Loans and advances 

 Stock in Hand 

 Sundry debtors 
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5. What is a Profit and loss account? 
                      Profit and Loss Account will display the Net profit or loss of the company for the current 

financial year.  Select profit and loss account from Gateway of Tally.  

6. What is Automation? 

                      The computers do the calculations or manipulation on the data automatically by using 

instructions.  The instructions not only relate to arithmetic operations such as multiplication, 

division, etc but also logical decision such as right or wrong. 

7. Trial Balance. 
                    The periodical monetary events summary is known as Trial Balance.  In double entry   

system for every transaction, Debit aspect always equal to Credit aspect. The detailed trial 

balance shows the groups and subgroups or ledgers and subgroups or ledgers under them. 

8. What is Purchase order? 

                     Purchase orders may be produced printed and sent to suppliers.  Goods received are 

linked with the Pos and invoices.  Outstanding purchase orders should be monitored. 

          Purchase order details will also depend on configuration settings. 

                   From Gateway of tally > select voucher Entry > select purchase order. 

9. Explain Voucher entry 
               Press relevant button at voucher creation screen to select particular type of voucher. 

               Basic voucher types available in tally are: 

 Receipt voucher F6 

 Payment voucher F5 

 Purchase voucher F9 

 Sales voucher F8 

 Contra voucher F4 

 Journal voucher F7 

 Memorandum F10 

 

10. Write any 4 shortcuts keys? 

           Ctrl + A, Alt + F4, Ctrl + Del, Ctrl + S. 

11.  How to Edit and Delete stocks items? 

              Editing stocks: 

  Location: Inventory Info/Stock Items 

  Shortcut: I, I, A 
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Upon selection of stock item from pop-up menu we can alter any data. 

         Deleting Stocks: 

Once created stock item can be altered and deleted.  To delete a Stock, select item in 

Alternation mode and press Alt + D, is would be deleted provided no voucher has been 

created for it. 

12. Columnar reports: 

      Tally provides columnar reports in sales, purchase and journal registers as well as ledgers 

and cash, bankbooks. 

13. Explain Inventories? 

The inventory control application should provide high quality service to its customer by 

utilizing fast, accurate and efficient method of filling customer‟s orders and avoiding stock 
outs. 

14. Accounts receivable/payables: 

Tally provides complete bill-wise information of amounts receivable form sundry debtors as 

well as amounts payable to sundry creditors. 

15.  Voucher scheme and numbering scheme: 

Tally provides 23 predefined voucher types.  We can set voucher numbering as per our need 

as automatic, manual or none. 

16. What are the ways to consolidate data? 

We can consolidate data in many ways. 

a. Consolidate data by using 3D reference. 

b. Consolidate data by position 

c. Consolidate data by category etc. 

 

17. How to run an application? 

i. To start a program by using the Run command 

ii. Click Start, and then click Run. 

iii. In the Open box, enter the location and name of the program we want to start 

 

 

18. Explain computerized accounting. 

        Accounting is the language of business.  It involves identifying, measuring, and 

presenting economic information about a business.  Accounting has been defined as the art of 
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recording, classifying and summarizing in a significant manner transaction and events, which 

are of financial character and interpreting results. 

19. Contra voucher? 

      Cash or Cheque deposited into bank, cash withdrawn from bank, transfer of funds from one 

bank account to another will be entered through contra voucher.  Debit and credit accounts 

can only be cash and Bank accounts.  By pressing function key F4, we can enter contra 

voucher. 

20. Explain any two vouchers? 

Receipt Voucher: 

Receipt voucher is used to enter all receipts of cash or bank.  The amount received from the 

sale of fixed assets must also be treated as Receipts. By pressing the function key F6 we can 

enter the receipt voucher. 

Sales Voucher: 

Sales voucher is meant for sale entries.  Sales made in the regular course of business will be 

entered in this voucher.  By pressing the function key F8, we can enter a sales voucher.  

21. What is a spreadsheet? 

       A spreadsheet is a table of values arranged in rows and columns.  Each value can have a 

predefined relationship to the other values.  If we change one value, we may need to change 

the other values as well. 

22. How will you create table? 

 Create a table by using the Insert Table command, or use the Draw Table tool to create a 

more complex table; for example, one that contains cells of different heights or a varying 

number of columns per row. 

23. How to save a document? 

To save a document on first time we can use File -> save command or icon is clicked. 

24. What is an Operating system? 

         An OS consists of a series of programs, which control, coordinate and supervise the 

activities of various components of a computer.  The OS provides links between the user‟s 
program and the computer hardware.  An OS is software that forms a bridge between the user 

and the hardware. 
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25. What is Hardware? 

       Hardware consists of all machinery and equipment in a computer system. The hardware 

includes among other devices, the keyboard, the screen the printer and the computer or 

processing devices itself.  Hardware represents the physical component of a computer. 

26.  How to Create Shortcuts? 

        Right click the item and we can create shortcuts for any application, folder or files.  

Shortcuts can be created in desktop or within that folder or subfolder.  Shortcuts are created 

by two methods a) Keyboard shortcuts b) Desktop shortcuts.  

27. Write the Icons on Desktop. 

         Desktop has several icons.  Icons are small pictures/images representing applications.  

Each icon has a label telling us the name of the application it represents E.g. my computer, 

Recycle bin, Internet Explores etc. 

28. What are the different types of Word Document? 

There are several types of Word Documents. 

Blank Document _ To create a traditional document. 

Web page – We can display the contents in a web browser. 

E-Mail messages – We can compose and send a message to others directly 

29.      What is meant by Control Unit? 

         It manages the operation of the entire system.  This circuit directs the movement of 

electronic signals between memory, which temporarily holds data, and instruction.  This 

memory is non-volatile.  Processed control unit supervises every operation within the CPU 

and co-ordinates all the activities. 

30.     I-P-O Cycle? 

          Input Process Cycle is the basic for most activities.  For example, take a car assembly 

line.  This activity constitutes the input part.  The process is the actual building of the car.   

31.    What is budgetary control? 

          Budgets are used to set targets and compare against actual and get variances.  The 

use of budgets to control day-to-day operations can be an educative task as well as a 

beneficial one.  Tally gives the facility to fine tune our control of budgets over Ledger 

accounts, groups of accounts and cost centers. 
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  32)   Define Computer. 

 Computer is defined as an electronic device that can accept data, process information in a 

predefined fashion.  It works according to the set of instructions provided to it and produces 

desired output. 

33)   What is Logging on? 

 Windows is a multi user operating system.  Several users can access the different applications.  

There may be an administrator controls all the users and other users.  An administer can be 

provided with different log on and password and other users with different log on. 

34)    What is an Inventory report? 

 Inventory reports are prepared based on the voucher. All the reports have default format, which 

can be changed by using different buttons as per our requirements. 

35)     Define software. 

  Software consists of the instructions that tell the computer how to perform a task.  Programs, 

which are list of instructions, to be executed by a computer are known as the software of a 

computer.  In other words, software is defined as a set of programs associated with the operation 

of a computer. 

36)      How to configure Tally? 

 Tally can configure options by pressing the button F12.  This button is context sensitive.  

37)      What is Tally Vault? 

 Tally offers data encryption option, which follows Data Encryption Standards (DES). 

38)     What is cost center report? 

 Cost Center report enables us to analyze the net income or expense in each cost center. 

39)     What are the Inserting Objects? 

 We can insert object using 

 WordArt feature. 

 AutoShapes etc. 
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                   40)    Write the meaning of Thesaurus. 

Thesaurus is used to find synonym, an antonym or related words.  On the Tools menu, point to 

Language, and then click Thesaurus. 

 

                                        SECTION – B 

1) Explain Auto Correct. 

            We can use the Auto Correct feature by selecting Tools menu and click Auto correct.  It is 

used to automatically detect and correct types, misspelled words, grammatical errors, and incorrect 

capitalization.  We can also use AutoCorrect to correct errors in another language. 

                        Turn on or off Auto Correct options 

i. On the Tools menu, click AutoCorrect 

ii. Do one or more of the following: 

o To set the capitalization options, select or clear the first four check boxes in the 

dialog box. 

o To turn on or off the AutoCorrect entries, select or clear the Replace text as we type 

check box. 

o To turn on the spelling checker corrections, select the Replace text as we type check 

box, and then select the Automatically use suggestions from the spelling checker 

check box. 

To turn off the spelling checker corrections, clear the automatically use suggestions from the 

spelling checker check box. 

           2) Explain Complier. 

 Complier is a program that translates source code into object code. 

 It checks the entire user-written program converts the whole into a machine language 

program. 

 After translating the entire program, it executes the program sequentially statement-by-

statement and loads one statement at a time in core memory. 

 If any corrections occur in it, it asks for rectifications.  Hence the execution time is less in it. 

 All compiled programs run faster. 

 Any mistakes in the programs cannot be known at the time of entering instructions. 

 Objects code is generated here. 

 Useful for compiling large applications. 

Code security – When programs are executed using compilers, the code is highly secured.  The 

basic software on which the application software was developed is not needed at the time of 

implementation.  Thus the user has no need in seeing the source code. 
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3) What are the Classifications of Computer? 

      Computers are classified usually as, 

a) Digital 

b) Analog 

c) Hybrid 

      Digital computer 

     A digital computer is one that directly counts the number.  It represents numerals,   letters, or 

other special symbols. 

      Analog computer 

    An analog computer is one that measured physical values such as temperature or pressure that 

fall along a continuous scale. 

    In contrast to digital computer, analog computers carry out operations on data, which can vary 

continuously.  An analog channel transmits digital channel on the other hand, transmits binary 

digits represented by voltage pulses. 

      Hybrid Computers  

   Desirable features of analog and digital computers are sometimes combined to create  a hybrid 

computing system. 

          4) Write the usage of cost category and cost centers in voucher entry? 

 Tally implements the use of cost centers in a manner which forces the full allocation of the 

relevant amounts to the respective cost centers. 

 Whenever a revenue item is used in a voucher, Tally pops up a small box, asking how the 

amount for the account is to be allocated. 

 We can tag cost categories and cost center to vouchers by 

 Check with the ledger accounts whether we have specified yes to cost centers are applicable.  

Select voucher Enter > select suitable voucher > pass the entry and tag the cost centers 

individually. 

5)  What are the features of stock items? 

 To create stock items choose Gateway of Tally > Inventory Info > Stock Items.  

 To configure stock item settings press F12. 

 Advanced Usage: This section deals with the additional fields we would input during the 

creation of a stock item. 

 Part No: This is option.  To give part number for the item to identify them in certain 

industries Example:  In automation industry, various parts are known by their number.  
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 Alias: We are allowed to give aliases for the part number. 

 Description: Give a description of the stock item that would appear in our invoices. 

o Category: Classify stock items into stock categories. Modify previously created stock 

items to assign them to stock categories. 

o Remarks: This is to identify the products or its usage when we look at its details. 

o Alternate units: This is another unit, apart from the main unit, that we can use for the 

stock item.  This is useful when we need to deal in different units at different times. 

o Enter Standard Rates: If we wish to specify standard purchase and sales rates for the 

item, select yes. 

o Costing method: Select the method of valuation for the entry.  
 

6)  Explain Tally locker? 

        It is a small external hardware device.  We can store data and work directly at Tally locker. 

When the task is over, we can simply pull it and slip it into our pocket. 

      Other features of Tally: 

 We can import and export data from tally.  It imports data in SDF and XML format.  It 

exports data in ASCII (American standard code for information interchange), SDF and 

XML (Extensible Markup Language) formats.  It reports in HTML (Hypertext Markup 

Language) format. 

 Tally is Open Database Connectivity (ODBC) compliant. 

 Tally is a web-enabled tool. 
 

 7)    Write the Fundamentals of computerized accounting? 

             Accounting is the language of business.  It involves identifying, measuring, and 

presenting economic information about a business.  The users of the information can form 

opinions about the business, judge its performance and take certain decisions. 

          Accounting has been defined as the art of recording, classifying and summarizing in a 

significant manner transaction and events, which are of financial character and interpreting 

results thereof. 

          Computerizing any function in organization results in reduced operation costs, increased 

efficiency and minimized errors.  Repetitive entry of input is avoided.  The laborious process 

of repetitive compilation is done by the computers.  User-friendly application software helps in 

generating any type of reports at the flick of a key. 

         Organization introducing computers invariably start with the accounting function, since 

accounting is performed in a fairly consistent and uniform way. 
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           Financial accounting software is used to store and maintain daily business transactions 

like purchases, sales, receipts, payments, purchase returns, sales returns, deposits and 

withdrawals.  Tally is one of the most popular packages used for this purpose. 

In FA, we should be able to distinguish between debit and credit in a transaction.  

8)  Explain Daybooks? 

        Day Book lists all the vouchers we have entered.  It is the best place to locate any voucher.  

By default, it lists all the vouchers we entered on current date.  Daybook is used to display the 

vouchers entered.  We can also verify whether the voucher is entered correctly or not.  If the 

voucher entry is wrong, it can also be corrected.  If duplicate vouchers exist, such vouchers can 

also be deleted. 

        To display the Day Book, select Display from Gateway of Tally menu, and then select Day 

Book.  To view the actual entries in detailed Day Book, press Alt + F1.  To view the Day Book of 

the specific date, press F2, type a date and press enter.  Alt +F2 is used to displaying Range of 

date. 

 Configuring Day Book: 

 To change the configuration of day book, press F12. 

   In the configuration, we can see the following things: 

a. Whether the narration of voucher is to be displayed or not. 

b. Type of vouchers to show 

c. Sorting method – alphabetical or Amount Wise. 

To alter a voucher, select voucher from Day Book menu.  Make necessary changes. 

To delete a voucher, select the voucher from the day book.  Press Alt + D to delete the 

voucher and confirm Delete? Yes. 

   Printing Day Book: 

     To print a Day Book first display it on the screen and then press Alt + P.  If the options are set 

properly, press Y to print 
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9)  What is balance sheet? State about configuring balance sheet? 

      Balance Sheet: 

      A Balance sheet is a statement of the financial position of the company.  It displays the capital, 

assets and liabilities of the company.  Balance sheet is the ultimate report of the financial 

Accounting system. 

 The result of all transactions finally conveyed into the balance sheet.  To display the 

balance sheet, select balance sheet from Gateway of Tally menu. 

 By default balance sheet will be displayed in double columnar horizontal format with 

the closing balances of primary groups and Liabilities. 

 To view the detailed balance sheet presses Alt+F1.  To view the balance sheet for 

particular period presses F2. 
  To closing stock in balances sheet press F7. 

Configuring Balance Sheet: 

Pressing F12 can configure the balance sheet. 

 Balance sheet can be displayed in horizontal format or in vertical format. 

 In order to view the Balance sheet figures with their percentage break ups, select 

show percentage yes.  Default is No. 

 Instead of representing current Assets and Liabilities separately, to present 

working capital Analysis, select show working capital figures? Yes. 

 By default, the balance sheet will display the liabilities on the left and Assets on 

the right side.  We can alter order by selecting the option from Method of showing 

balance sheet. 

 Different scale factors for values are available to round off the balances to the 

nearest crores, lakhs, hundred etc. 

 

10) What is the use of Briefcase? 

By using Briefcase, we can synchronize files connected computers.  It can be done when 

computers are connected.  We can open the briefcase on our portable computer and coy the 

appropriate files from our main computer. 

i. Work on the files on our portable computer. 

ii. When we have finished working if they files connect the two computers if they were 

disconnected, open Briefcase on our portable computer, and then do one of the 

following: 

 To update all the files, click the Briefcase menu, and then click Update All. 

 To update only some of the files, select the files we want to update, click the 

Briefcase menu, and then click Updated selection. 

               Using My Briefcase to keep our files synchronized 
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 If we want to work on files at home or on the road, we can use My Briefcase to 

help keep the various copies of our files updated 

 To open My Briefcase, double-click My Briefcase on the desktop. 
 

 11) What is Desktop and Taskbar?  

Desktop 

 The Desktop is the workspace that appears our screen.  It has several icons.  Icons are 

small pictures/images representing applications.  Each icon has a label telling us the name 

of the application represents.  Example: My computer, etc. 

 We can use the desktop for almost any such as opening programs, copying files, 

connecting to the internet, reading our e-mail, and so on.  The improved windows 98 

desktop is designed for easy performance of everyday tasks and for complete Internet 

integration. 

Taskbar 

 The taskbar is usually a narrow gray strip present at the bottom of the screen.  On the left 

it has the Start button.  When we click the button, the start Menu appears on the screen.  

We can start any application that we want using start menu.  Right side to start button is 

the Quick Launch Toolbar.  It contains icons that allow us to select some commonly used 

applications. 
 

12) Write the advantages and disadvantages of High-level Language? 

       It is otherwise referred to as “procedure-oriented language (POL)”. The limitations of 
machine and assembly language were overcome by a set of new language called “High-level 

Language”.  It resembles English language in syntax and uses common mathematical symbols, 

which makes the job of the programmer easier. 

Example: COBOL, BASIC, ALGOL, PASCAL, C etc. 

Advantages: 

i. It is easy to use and learn 

ii. The syntax is similar to commonly used languages.  So the writing of program is 

easy. 

iii. It is user-centered. 

iv. They are machine-independent and hence a High-level Language program can be 

done on different systems with little or no modification. 

v. The programmer need not be familiar to the machine characters. 

vi. They require less effort. 

Disadvantages: 

i. They have to be translated into machine readable codes before execution 
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ii. Translation consumes extra time and hence less efficient than the low level 

languages programs are available for converting into machine codes and they are 

known as “compilers”.  

      

13)      How will you create Stock items? 

Stock items are the actual items that are transacted, received, issued or produced and take 

part in any inventory voucher.  Stock items are normally placed under stock groups and 

categories. 

Like ledgers, stock items are the primary inventory entity.  We will use stock items while 

recording their receipts and issues.  Each item that is required needs to be created.  We create 

stock ledger account for each item.  Tally calls this account as “stock item”. 

Stock items are actual items in the stock Example: cooks, pens, pencils, cables, papers etc, 

which are purchased and sold in the business.  The quantity and rate of each item can be 

entered to each stock item, when making the purchase or sales entry. 

The information entered is two types: 

1. Normal information 

2. Advanced information 

In Normal information the things entered are: 

Name, Alias, part no, remarks, Enter standard rates, rate of duty, tariff classification, 

set components and opening balance. 

In advanced information the additional information like: 

       Costing method, market valuation method, ignore difference due to physical counting, 

ignore negative balance, treat all sales as new manufacture, treat all purchase as consumed, 

treat all rejection inward as scrap, and allow use of expired bathes, entered. 

   14) Explain Memory and control unit. 

Central processing unit (CPU) 

   The central processing unit is the brain of the computer.  It processes data, store them, 

controls the interpretation and execution of instructions.  It is composed of three important 

units. 

a. Arithmetic and logic unit 

b. Control unit 

c. Memory unit 

 Arithmetic and logic unit 
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Arithmetic and logical operations are performed by ALU.  Arithmetic operations include 

addition, subtraction, multiplication and division.  Logical operations consists of 

comparisons. 

 Control unit 

It manages the operation of the entire system.  This circuit directs the movement of 

electronic signals between memory, which temporarily holds data, and instructions.  This 

memory is non-volatile. 

Processed control unit supervises every operation within the CPU and co-ordinates all 

the activities.   

            Memory unit 

This unit holds all data, instructions and intermediate results.  It is otherwise referred 

to as main memory or “Primary storage” or “Internal storage”.  The internal storage consists 
of a set of microchip connected by very fine wire. 

.  

13)  Write any three Direct-Input devices. 

 

            Voice input and speech recognition: 

 New methods to enter data at rapid rate are becoming popular; voice input is one such 

method, which does not require keyboard skills and technical training. 

 This technology allows the computer not only to record voice input but also to understand 

speech into electrical signals. 

           Joystick: 

 It is a positioning device. 

 A small cursor displayed on the screen moves in response to users manipulation of the 

joystick 

 Mostly used in playing computer games 

           Light pen: 

 It is a pointing device. 

 If it is pointed at anywhere on the screen, the computer can identify the specific location 

to which the pen is pointing and determines the item selected by the user. 

 

 

16)    Give an introduction to vouchers. 

 Voucher is a document containing the details of a transaction.  For every transaction we make 

a voucher.  The voucher entry option at the Gateway enables us to make day-to-day entries. 
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  To make voucher entry, the accounts are broadly classified into 3 types 

Personal accounts- Accounts related to person, normally accounts related to names such as 

Hassan (p) Ltd. 

Real Accounts- Accounts related to tangible and visible things such as cash, all types of assets 

like land, buildings etc. 

Nominal Accounts- Accounts related to intangible and invisible things, which do not have a 

specific shape. E.g. all income and expenses. 

 17)    Write the advantages of using windows 98. 

o It is a user friendly operating system.  It displays all information on the screen and we can 

point out information and can select any by mouse. 

o It can run two or more applications at the same time. 

o It has an excellent internet interface.  With Windows 98, we can easily access and browse 

through web pages from anywhere on our computer. 

o Windows 98 inherits the features of Windows 95 as a powerful desktop operating system.  

o Windows 98 makes the web as an extension of the user‟s desktop. 
o Windows 98 is more reliable, faster, tightly integrated with web and fun to use. 

o Windows 98 has the built-in support for the latest hardware and software 

 

  18)    How to use tally in Bank reconciliation statement? 

            BANK RECONCILATION STATEMENT 

 Bank reconciliation means that the accounts maintained by the banker tallies with the 

bank ledger account. 

          Tally in reconciliation mode displays in condensed format showing date, Ledger 

account name, voucher type, Debit or credit amount but to identify an entry, we need to see 

cheque numbers to easily match with the Bank statement.  Press F12 to configure, select 

detailed format, and respond yes to the query show narration also. 

          To entering the Bank date selects the Bank Book under display and select the bank we 

want to reconcile.  We can even select the Bank option through any other option of display 

example: Balance sheet. 

          To skip any entry press up/down key or press enter key.  To accept the changes press 

Ctrl + A. 
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19) How will you generate and print reports in detailed and condensed format? 

             Tally prepares the books of account and financial statements base don the vouchers 

entered.  The appearance of reports can be changed accounting to the requirements.  The reports 

can be displayed on the screen as well printed on the paper.  General reports, which are prepared 

by Tally, are: 

 Ledgers 

 Cash and Bank Books 

 Purchase, Sales and other Registers 

 Trial Balance 

 Profit and Loss Accounts 

 Balance Sheet 

 Stock Statement 

 Ledger and Summaries 

 Stock item summaries 

 Group summaries  

 Cash and Fund flow statements 

 Cost center analysis etc. 

The purpose of putting all our data is to present them in the form of comprehensive 

Accounting and Inventory reports. 

All we do is entering vouchers and we get all reports readily based on these 

transactions. 

We are also able to retrieve a wide variety of information at a press of a key.  The 

printing screen consists of 3 parts:  The top of the screen consists: 

i. The method of Output. 

ii. The Title and Sub-Title, if any, for the report. 

iii. The Date Range applied to this report. 
 

 

20) How will you Edit Word Documents? 

Editing is the act of making alterations in the content of a document.  To edit a 

document Cut, Copy, Past, Find and Replace, insert and delete spelling checker, grammar 

checker, thesaurus are some of the common editing function. 

Insert and delete: Inserting is the act of adding to the document.  We can simply place the 

cursor wherever we want to add text  

Deleting is the act of removing text, using delete or Backspace key.  The delete keys 

delete the character form the current position. 
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Backspace key delete the character to the left of the cursor.  Undo command allows us 

to restore a deleted text. 

Find and replace: Find or search command allow us to find any word, phrase, or number that 

exists in our document.  Replace allows us to automatically replace it with something else.  

Cut Copy and Paste:  We can use the copy or cut command to move it to a special area in the 

computer‟s memory called the clipboard.  We can paste or transfer anywhere in the existing 

document or in a new document from the clipboard. 

                                                  ------------------------------------------- 

 

 

 

 

 

 

 

 

 

 

 

 

 

        

 

 


