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SYLLABUS
Paper : (BC 404) : CORPORATE ACCOUNTING

Paper: BC 404 Max. Marks: 100
PPW: 5 Hrs Exam Duration: 3 Hrs
Credits : 5

Objective: To acquire knowledge of AS-14 and preparation of accounts of banking and insurance
companies.

Unit I: Company Liquidation
Meaning – Modes – Contributory Preferential Payments – Statements of Affairs – Liquidator’s

Remuneration – Preparation of Liquidator’s Final Statement of Account (Including problems).

Unit – II: Amalgamation (AS-14)
Amalgamation: In the nature of merger and purchase – Calculation of Purchase Consideration –

Accounting Treatment in the books of transferor and transferee companies (Including problems).

Unit III: Internal Reconstruction and Acquisition of Business
Internal Reconstruction; Accounting treatment – Preparation of final statement after

reconstruction – Acquisition of business when new set of books are opened – Debtors and Creditors
taken over on behalf of vendors – When same set of books are continued (Including problems).

Unit IV: Accounts of Banking Companies
Books and Registers maintained – Slip system of posting – Rebate on Bills Discounted – Non-

performing Assets – Legal Provisions relating to final accounts – Final Accounts (Including problems).

Unit V: Accounts of Insurance Companies and Insurance Claims
Introduction – Formats – Revenue Account – Net Revenue Account – Balance Sheet – Valuation

Balance Sheet – Net Surplus – General Insurance – Preparation of final accounts with special
reference to Fire and Marine Insurance – Insurance claims – Meaning – Loss of Stock and Assets –
Average Clause – Treatment of Abnormal Loss – Loss of Profit (Including problems).
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Unit I

1 COMPANY
LIQUIDATION

CHAPTER

Chapter Contents

 Meaning of Liquidation

 Modes of Liquidation
 Liquidator
 Important Points
 List of Preferential Creditors
 Statement of Affairs
 Liquidator’s Final Statement of Account
 Summary
 Glossary
 Questions
 Problems

Objectives

The objectives of the study are to

 understand the concept of Liquidation
 learn the modes of Liquidation
 prepare the Liquidator’s Final Statement of Account

Meaning of Liquidation
Liquidation or winding up of a Company is a process by which a company’s existence is brought

to an end. The main features of the liquidation of a company are as follows:

 The company no longer has the power to dispose of its property.
 The company may carry on business only for the limited purpose for completing the

liquidation process.
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 The powers of the directors of the company come to an end when a liquidator is appointed.
 A liquidation order operates as a notice of dismissal to all the employees of the company.
However, if an employee is on a fixed-term contract and is required under this contract to be

given a period of notice, then a liquidation order will breach this and the employee will be entitled to
damages.

When an application is made for a court-ordered liquidation, the court may stay or restrain any
proceedings against the company as the court sees fit. When a liquidator is appointed, no person can
begin or continue legal proceedings against the company or in relation to its property, unless the
liquidator agrees or the court permits it.

Modes of Liquidation
Liquidation can take place in any of the following Modes:

1. Compulsory winding up by the Court
2. Voluntary winding up
3. Winding up under the supervision of the Court

1. Compulsory Winding up
Winding up of a company under the orders of a court is known as “Compulsory Winding Up”.

A company can be compulsorily wound up in the following cases.

 By Special Resolution resolved to be wound up by the Court.
 If default is made in holding the statutory meeting or filing the statutory report.
 If the company does not commence its business within one year from its incorporation or

suspends its business for a whole year.
 If company is unable to pay its debts.
 If the number of members falls below the stipulated number given by the Companies Act.
 If the court is of the opinion that it is just and equitable that the company should be wound

up.

2. Voluntary Winding up
Voluntary Winding up can be of two types

(a) Members Voluntary Winding up
(b) Creditors Voluntary Winding up
(a) Members Voluntary Winding up: Members voluntary winding up is a situation where the

members of the company decide to go for winding up of the company even though the
company is solvent and able to pay its debts.
The declaration of solvency shall be made by majority of the directors at a meeting of the
Board that the company has no debts and it will be able to pay its debts in full within three
years from the date of commencement of winding up. The declaration must be made within
five weeks immediately preceding the date of resolution for winding up.
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Members will pass an ordinary resolution for voluntary winding up in the following two
cases.
 Where the period is fixed for the duration of the company as mentioned in the Articles

has expired.
 Where the Articles provided for winding up on the occurrence of any event and the

specified event has occurred.
When a resolution is passed, it must be notified to the public by an advertisement in the
official Gazette and also in the local newspapers.

(b) Creditors Voluntary Winding up: Creditors voluntary winding up is a situation where the
creditors move the resolution that the company be wound up voluntarily. This winding up
applies to insolvent companies. Creditors appoint a committee of inspection consisting of
not more than 5 members. If the creditors appoints the liquidator, they fix his remuneration.
A copy of resolution passed at the creditors meeting shall be filed by the company with the
Registrar within 10 days of passing thereof.

3. Winding up under the Supervision of the Court: At any time, after a company has passed
resolution for voluntary winding up, the court may make an order that the voluntary winding
up shall continue subject to the supervision of the court. Winding up under the supervision
of the court is also known as “Supervisory Winding Up”. Supervisory Winding up order is
passed by the court in the following circumstances.
 The Liquidator under voluntary winding up is partial or is negligent in collecting the

assets.
 The rules relating to winding up are not followed or
 The resolution for winding up was obtained by fraud.

The application for the court’s supervision may be made by any creditor or contributory or
liquidator or the company itself.

Liquidator
In case of Compulsory Winding up, the official liquidator attached to High Court will become the

liquidator after winding up order is passed. In case of voluntary winding up of the company, members
in the general meeting appoint one or more liquidators. When the winding up is done under the
supervision of the court, the court may appoint an additional liquidator.

The main duty of the liquidator is to take into his custody or under his control all the property of
the company, realize the assets and distribute the amounts among those who have a rightful claim to it.

The Liquidator has to prepare final statement of account showing how much is realized and how
much he has distributed to the creditors. The Statement will take the form of a receipts and payments
account. High Court will prescribe the form of Liquidator’s Statement of Account.

The amount realized from the assets not specifically pledged and amounts contributed by the
contributories’ must be distributed by the liquidator in the following order.

 Secured Creditors
 Expenses of winding up including Liquidator’s Remuneration
 Creditors (Debentures) secured by floating charge on the assets of the company
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 Preferential Creditors
 Unsecured Creditors
 Contributories

Important Points
The following points are advised to be remembered while preparing Liquidator’s Final Statement

of Account.

 Liquidators Remuneration: In compulsory winding up, liquidator’s remuneration will be
fixed by the court. In case of voluntary winding up, the remuneration is fixed by the
company in General Meeting. Generally, the remuneration consists of a Commission as a
percentage on Assets realized + Commission as a percentage on the amount payable to the
unsecured creditors.
♦ Liquidator will get commission on the assets realized by him.
♦ Unless specifically stated, liquidator will get commission on Cash and Bank Balance

also.
♦ Secured creditors may sell the property under pledge and adjust the proceeds towards

their debts. If there is any surplus, they will hand over the same to the liquidator. The
Liquidator will get commission on the surplus received from them.

♦ Sometimes the Secured Creditors may request the liquidator to sell the property under
their pledge and pay their loan amounts. Then, the liquidator will sell the property and
adjust the proceeds towards the Secured Creditors. Since he sells property himself, he
gets commission on the total proceeds of such assets. If the proceeds are not sufficient
to pay the secured creditors completely, the liquidator will pay the amount realized on
sale of assets and treat them as Unsecured Creditors for the balance.

♦ Unsecured Creditors include Preferential Creditors for the purpose of calculation of
remuneration unless otherwise stated. If the amount available is sufficient to make the
full payment to the Unsecured Creditors, the commission is calculated as follows:

Liquidator’s Remuneration:

100
Commission of %  Creditors  Unsecured todueAmount 

 Interest of Debentures: Debenture interest should be paid upto the date of payment if the
company is solvent. Otherwise, interest should be paid upto the date of winding up.

 Preference Shares: These are treated as cumulative unless otherwise stated.
 Payment to Secured Creditors: The Payment to Secured Creditors is not shown in

Liquidator’s Final Statement of Account. The Securities are generally realized by the
Creditors themselves. If any surplus is left after paying themselves, it will be paid to the
Liquidator which he will show as “Surplus from Securities”.
Sometimes, the Liquidator may realize the Securities and make payment to the Secured
Creditors. Even then the payment to Secured Creditors, only that surplus is shown on the
receipts side of securities realized is not sufficient to pay the Secured Creditors neither the
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receipts nor the payments is shown in the Final Statement of Account. However, the
Liquidator will get remuneration on the Securities realized by him.

 Debenture Interest: Interest on Debentures is to be paid upto the date of repayment, if the
company is solvent. If the company is not solvent interest should be paid only upto the date
of liquidation.

 Dividend to Preference Shareholders: Arrears of Dividends are not payable in case of
Non-cumulative Preference Shares. In the absence of any specific mention, Preference
Shares are to be taken as cumulative preference shares. Dividends in any case are not
payable for any period after the date of winding up. But Preference Dividend declared are
payable as a debt before repayment of Capital.
The question whether the arrears of dividends to Preference Shareholders is to be paid first
or the repayment of Capital to Equity Shares is to be made first, depends on the provisions
of the Articles of Association. Generally, arrears of Preference Share dividends are not paid
unless Equity Share Capital is repaid in full.

 Calls on Contributories: The Shareholders of the company in Liquidation are known as
Contributors. They are liable to pay to the extent of unpaid amount on the shares held by
them. In case, the liquidator is not in a position to pay the creditors in full, and if there are
any partly paid shares the liquidator will make a call on contributories to the extent required,
not exceeding the amount unpaid on shares.
Sometimes, there may be 2 categories of Equity Shares on which equal amount in not called
up by the company. In such case, the liquidator will have to adjust the rights of the
Shareholders in an equitable manner. Suppose there are ‘A’ Equity Shares of ` 100 each, on
which ` 80 per-share is called and paid-up and ‘B’ Equity Shares of `100 each, ` 60 per
Share called and paid-up, if the liquidator has to make a call, then first he will make a call
on ‘B’ Equity Shares to the extent necessary to bring them on par with ‘A’ Equity Shares of
the amount so called is not sufficient, then he will call equal amount from both the classes of
Equity Shares.
In case, he has to repay the shareholders he will repay first ‘A’ Equity Shareholders to the
extent of ` 20 per Share (i.e., the extra amount paid by them) before repaying any amount
to ‘B’ Equity Shareholders, after repaying ` 20 per Share on ‘A’ Equity Shares, if there is
any balance still left then equal amount per share will be refunded on the both the classes of
Shares.
If any contributory does not respond to the call made by the Liquidator, he will not be
entitled for any repayment of capital.

 Payment of Different Amounts of Equity Shares: If the paid-up value of equity shares are
different, the liquidator must see that the loss suffered by each equity shareholder should be
equal. The logic behind this is that all the equity shareholders should share and suffer
equally.
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List of Preferential Creditors
The following is the list of the Preferential Creditors:

 All revenues, taxes etc., payable to the Government or Local Authority due and payable
within 12 months before the date of winding up.

 All wages/salaries payable to employees in respect of the services rendered due for the
period not exceeding 4 months within 12 months before the commencement of winding up
subject to a maximum of ` 20,000 per employee (this amount of ` 20,000 also includes any
compensation payable to workmen under Industrial Dispute Act Chapter 5A).

 All accrued holiday remuneration payable on account of termination of employee.
 Unless a company is being wound up voluntarily for the purpose of reconstruction or

amalgamation, all contributions payable during the 12 months previous to winding up under
ESI Act or any other law.

 All amounts due as compensation under Workmen Compensation Act.
 All amounts due to an employee from Provident Fund, Pension Fund, etc., maintained for

the welfare of the employees.

Statement of Affairs
According to Companies Act 1956, Sec. 454, 511A, the directors or officials of the company

which is in liquidation have to submit the Statement of Affairs to the liquidator from the date of
winding up order. The following will appear in the Statement of Affairs.

 Company Assets: Cash in hand, cash at bank, securities etc., should be shown separately.
 Company’s liabilities and responsibility.
 Company’s Creditors names, addresses, profession, total unsecured creditors, securities and

their particulars pledged with creditors for loan taken.
 Amounts to be received by the company from Sundry Debtors, their names and addresses,

professional estimated realizable value from them.
Form of Statement of Affairs

Estimated
Realizable Value

`
Balance at Bank
Cash in Hand
Marketable Securities
Bills Receivable
Trade Debtors
Loans and Advances
Unpaid Calls
Stock-in-trade
Work-in-Progress
Freehold Property, Land & Buildings
Leasehold Property
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Plant & Machinery
Furniture, Fittings, Utensils etc.
Investments Other than Marketable Securities
Livestock
Other Property

Asset Specially Pledged Estimated
realizable

values ` (a)

Due to Secured
Creditors `

(b)

Deficiency
Ranking as

Unsecured ` (c)

Surplus carried
to last column

` (d)
Freehold Property
Estimated surplus from assets specially pledged
Estimated total assets available for preferential creditors, debenture holders
Secured by a floating charge, and unsecured creditors (carried forward)

Summary of Gross Assets
`

Other Assets
Gross

Gross realizable value of assets specially pledged

Gross
Liabilities `

Liabilities
(to be deducted from surplus or added to deficiency as the case may be)
Secured Creditors (as per list ‘B’) to the extent to which claims are
estimated to be covered by assets specially pledged item (a) or (b)
whichever is less
(Interest in Gross Liabilities column only)
(Preferential Creditors (as per List C)
Estimated balance of assets available for debenture holder secured by
floating charge and unsecured creditor
Debenture holders secured by a floating charges (as per list D)
Estimated surplus/deficiency as regards debenture holders
Unsecured Creditors (as per List E)
Estimated unsecured balance of claims of creditors partly
Secured on specific assets, brought from preceding page
Trade Accounts
Bills Payable

Outstanding Expenses
Contingent Liabilities

Estimated surplus/deficiency as regards:
Creditors (Being difference between Gross Assets and Gross Liabilities)
Issued and Called up Capital
Preference Shares of …….. each
Called up (as per List F)
Equity Shares of ……each
…… called up (as per List G)
Estimated surplus/deficiency as regards members (as per List H)
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Notes:
 All assets specially mortgaged, pledged or otherwise given as security should be included

under this head. In the case of goods given as security, those in possession of the company
and that not in possession, should be separately set out.

 The figures must be read subject to the following:
♦ There is no unpaid capital liable to be called up or the nominal amount of unpaid

capital able to be called up is `……. Estimated to produce ` …… which is not charged
in favour of Debenture holders.

♦ The estimates are subject to costs of the winding up and to any surplus or deficiency on
adding pending realization of assets.

Procedure for Preparing Statement of Affairs
1. Take all the assets which are not specifically pledged at their realizable values. Calls in

arrears are also to be treated as asset not specifically pledged to the extent of estimated
realizable value. But uncalled capital is not to be shown as asset.

2. Add Surplus if any to the realizable value of assets not specifically pledged.
3. From the total obtained (1+2), first deduct preferential creditors, and then deduct the amount

of creditors having a floating charge (i.e. Debentures). The result will be the surplus or
deficiency as regards to Debenture holders.

4. From the figure obtained in (3), deduct unsecured creditors. The resultant figure will be
either surplus or deficiency as regards unsecured creditors.

5. From the figure obtained in (4), deduct the amount of paid-up share capital. The resultant
figure will be either surplus or deficiency as regards members or contributories.

6. If there is any unrecorded asset or liability, it should be shown both in Statement of Affairs
and the Deficiency Account to make double-entry complete.

7. Any likely expenditure on liquidation is to be ignored. A note may be given that deficiency
or surplus shown by Statement of Affairs is subject to the cost of liquidation.

8. If any personal guarantee is given by any party including Director, for raising loans by the
company, is also to be ignored in preparing the Statement of Affairs.

List to be attached to Statement of Affairs
The following lists are to be attached to the Statement of Affairs

List A It gives complete set of assets not specifically pledged in favour of secured creditors.
Creditors having a floating charge on the assets are considered as having assets not
specifically pledged with them, so such assets are to be included in the list

List B It gives the list of Assets which are specifically pledged in favour of fully secured and partly
secured creditors

List C It gives the list of Preferential Creditors
List D It gives the list of Debenture holders and Creditors having a floating charge on the assets
List E It gives the names, addresses and occupations of unsecured creditors and the amount due to

them
List F It gives the names of preference shareholders and number of shares and value of them.
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List G It gives the name and holdings of equity shareholders
List H It shows deficiency or surplus and explains how it has been arrived. In other words, it explains

the reasons for surplus or deficiency

Illustration 1
Ramu is appointed as liquidator of Rao Ltd in voluntary liquidation, on July 1, 2004. The

following balances are extracted from the books on the date.

Liabilities Amount
`

Assets Amount
`

Capital
24,000 shares of ` 5 each 1,20,000

Machinery 45,000

Reserves for Bad Debts 15,000 Leasehold Properties 60,000
Debentures 75,000 Stock in Trade 1,500
Bank Overdraft 27,000 Book Debts 90,000
Liabilities for Purchases 30,000 Investments 9,000

Calls in Arrears 7,500
Cash in Hand 1,500
Profit and Loss Account 52,500

2,67,000 2,67,000
Prepare a Statement of Affairs to be submitted to the meeting of the Creditors. The following

assets are valued as Machinery ` 90,000, Leasehold Property ` 1,09,000, Investments ` 60,000,
Stock-in- trade ` 3000.

Bad debts are ` 3,000, and the doubtful debts are ` 6,000 which are estimated to realize ` 3000.
The Bank Overdraft is secured by deposits of title deed of Leasehold Properties. Preferential Creditors
are ` 1,500. Telephone Rent Outstanding is ` 120.

(Nagarjuna, B.Com June 2005)

Solution:
Statement of Affairs of Rao Ltd. as on July 1, 2004

Particulars Estimate Realizable
Value `

Assets not specially pledged (as per List A)
Cash in Hand
Book Debts
Call in arrears
Investment
Stock in Trade
Machinery

1,500
84,000
7,500
6,000
3,000

90,000

1,92,000

Assets specially pledged (as per List B)
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Estimated
Realizable

value
`

Due to
Secured

Creditors
`

Deficiency
ranking as
Unsecured

`

Surplus
carried to

last column

Leasehold
Properties

1,09,000 27,000 ---- 82,000 82,000

Estimated total assets available for Preferential Creditors, Debenture Holders
secured by a floating charge, and Unsecured Creditors 2,74,000

Summary of Gross Assets ` 1,09,000

Gross realizable value of assets specially pledged ` 1,92,000

Other Assets ` 3,01,000

Dr. Cr.
Gross

Liabilities `
Liabilities `

27,000 Secured Creditors (as per list ‘B’) to the extent to which claims are
estimated to be covered by assets specially pledged

1,500 Preferential Creditors (as per List C) 1,500
1,500

75,000

Estimated balance of assets available for debenture holder secured by
floating charge and unsecured creditors (2,74,000–1,500)
Debenture holders secured by a floating charges (as per list D)

2,72,500

75,000
Estimated Surplus as regards Debenture holders 1,97,500
Unsecured Creditors (as per List E) 30,000

30,120 Liability for Purchase Telephone Rent Outstanding 120 30,120
1,33,620 Estimated Surplus as regarded to Creditors 1,67,380

Liquidator’s Final Statement of Account
The main duty of liquidator is to collect the assets of the company and sell them, and distribute

the money realized among the right claimants. For this, the liquidator will prepare a statement of
account showing how much he has realized on assets and how much he has distributed to the
claimants. The Statement prepared by him is known as “Liquidator’s Final Statement of Account”.
This account takes the form of cash account showing receipts on the left hand side and payments on
the right hand side of the account. The form of Liquidator’s Final Statement prescribed by the
Supreme Court is given below:

Statement showing how the winding up has been conducted and the property of the
company has been disposed of from 20…… (Commencement of winding up) to... 20….
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Receipts Estimated
Value `

Value
Realized `

Payments `

Assets: Legal Charges
Cash at Bank Liquidator Remuneration
Cash in Hand % on ` …. Realized
Marketable Securities % on ` …. Distributed
Bills Receivables Auctioneers’ and Values’

charges
Trade Debtors Cost of possession and

maintenance of estimate
Loans and Advances Cost of notices in Gazette

and Newspapers
Stock-in-trade Incidental outlay
Work-in-progress Total costs and charges
Freehold Property Debenture holders

payments
Plant and Machinery Creditors:
Furniture, Fittings, Utensils, etc. Preferential
Patents, Trademarks Unsecured
Investment other than
Marketable Securites

Returns to Contributories

Amount received from calls on
contributories’ made in winding
up

Preference Shareholders

Receipts from Trading Account Dividends
Other Property Equity Shareholders
Total
Less:
Payment to Redeem Securities
Cost of Execution
Payment per Trading Account

Illustration 2
The following particulars related to a company which has gone into Voluntary Liquidation. You

are required to prepare the Liquidator Final Statement of Account allowing for his remuneration at
2.5% on the amount realized and 3% the amount distributed to Unsecured Creditors.

`
Preferential Creditors 30,000
Unsecured Creditors 96,000
Debentures 30,000
Assets Realized 1,58,600
Liquidation Expenses 4,000
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Solution:
Liquidator’s Final Statement of Accounts

Dr. Cr.
Particulars Amount ` Particulars Amount `

Realization of Assets 1,58,600 Cost of Liquidation 4,000
Liquidator’s Remuneration at
2.5% on Assets realized
1,58,600 × 2.5% 3,568
On Preferential:
Creditors 30,000 @ 3% 900
On the amount paid to Unsecured
Creditors 2,626 7,094
Debenture Holders 30,000
Preferential Creditors 30,000
Unsecured Creditors 87,506

1,58,600 1,58,600

Working Notes:
1. Debentures are assumed having floating charge on the assets
2. For the purpose of calculation of liquidator’s remuneration, unsecured creditors include

Preferential Creditors.
3. Calculation of Liquidator’s remuneration payable on Unsecured Creditors.

` `
Total amount realized from Assets 1,58,600
Less: Cost of Liquidation 4,000
Liquidator’s Remuneration 3,568
Preferential Creditors 900
Paid to Preferential Creditors 30,000
Paid to Debenture Holders 30,000 68,468
Balance available with the Liquidator 90,132

The amount available with the liquidator ` 90,132 is not sufficient to pay the unsecured creditors
fully. Hence, remuneration payable to liquidator should be deducted from the available amount and the
balance should be paid to unsecured creditors.

Liquidators Remuneration:
n)%Commissio(100

Commission %  creditors unsecuredfor  availableAmount 




=
103

3132,90  = ` 2,626

After Liquidator’s Remuneration, amount available to unsecured creditors

(90,132 – 2,626) = ` 87,506
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Illustration 3
XXY Ltd. went into Liquidation having the following details.

Securities ` 15,000 (Realized ` 18,750)
Preferential Creditors ` 4,500
Unsecured Creditors ` 22,875
Expenses of Liquidation ` 189

The Liquidator is entitled to a Remuneration of 3% on the amount realized (including the
securities in the hands of fully secured creditors) and 1.5% on the amount distributed to unsecured
creditors. The assets (excluding securities in the hands of fully secured creditors) realized ` 19,500.
Prepare Liquidators Final Statement of Account.

Solution:
XXY Ltd. (in Liquidation)

Liquidator’s Final Statement of Account
Dr. Cr.

` ` ` `
Assets realized 19,500 Cost of Liquidation 189

Surplus received from fully
Secured Creditors

Less: Fully Secured
Creditors

18,750

15,000 3,750

Liquidator’s
Remuneration on the
assets realized
(19,500 + 18,750 =
38,250 at 3%) 1,148
On the amount paid to
Preferential Creditors
4,500 @ 1.5% 68
On the amount paid to
Unsecured Creditors

101.5
5.1345,17 

256 1,472

Preferential Creditors 4,500
Unsecured Creditors 17,089

23,250 23,250

Working Notes:
` `

Total amount realized from Assets (19,500 + 3,750) 23,250
Less: Cost of Liquidation 189
Liquidator’s Remuneration 1,148
Preferential Creditors 68
Paid to Preferential Creditors 4,500 5,905
Balance available with the Liquidator 17,345
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The cash balance with liquidator ` 17,345 is not sufficient to pay Unsecured Creditors ` 22,875
fully. Hence, he will deduct his 1.5% commission from the available balance and pay the balance to
Unsecured Creditors.

On every ` 101.50 the liquidator’s commission is ` 1.50

On ` 17,345 the liquidator’s commission ……………..?

=
101.50

50.1 × 17,345 = ` 256

Amount available to pay Unsecured Creditors = ` 17,345 – ` 256 = ` 17,089.

Illustration 4
The Usha Optimist Ltd went into Voluntary Liquidation. Its assets realized ` 3,50,000, excluding

amount realized by sale of securities held by the Secured Creditors. The following was the position.

`
Share Capital (1,000 Shares of ` 100 each) 1,00,000
Secured Creditors (Securities realized ` 40,000) 35,000
Preferential Creditors 6,000
Unsecured Creditors 1,40,000
Debentures having floating charges on the assets of the company 2,50,000
Liquidation Expenses 5,000
Liquidation Remuneration 7,500

Prepare the Liquidator’s Final Statement of Account.

Solution:
Usha Optimist Ltd. (in Liquidation)

Liquidator’s Final Statement of Account
Dr. Cr.

` ` `
Realization of Assets 3,50,000 Cost of Liquidation 5,000
Surplus received from fully
Secured Creditors

Liquidators
Remuneration 7,500

Securities Realized
Less: Secured Creditors

40,000
35,000 5,000

Debentures having
floating charge on the
Assets

2,50,000

Preferential Creditors 6,000
Unsecured Creditors 86,500

3,55,000 3,55,000
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Illustration 5
Swarna Processors went into Voluntary Liquidation on 31st Dec 2016.

Balance Sheet
Liabilities Amount

`
Assets Amount

`
Share Capital: Land & Buildings 2,50,000
5,000, 6% Cumulative Preference
Shares of ` 100 each fully paid

5,00,000 Machinery and Plant 6,25,000

2,500 Equity Shares of ` 100
each, ` 75 paid

1,87,500 Patents 1,00,500

7,500 Equity Shares of ` 100 each,
` 60 paid

4,50,000 Stock 1,37,500

5% Mortgaged Debentures 2,50,000 Sundry Debtors 2,75,000
Interest Outstanding 12,500 Cash at Bank 75,000
Creditors 3,62,500 P & L Account 3,00,000

17,62,500 17,62,500
The Liquidator is entitled to a commission of 3% on all assets realized except cash and 2% on

amounts distribution among unsecured creditors other than the Preferential Creditors. Creditors
include Preferential Creditors ` 37,500 and a Loan of ` 1,25,000 secured by a Mortgage on Land and
Buildings. The Preferential Dividends were in arrears for two years.

The assets realized as follows: Land and Buildings ` 3,00,000, Machinery and Plant ` 5,00,000,
Patents ` 75,000, Stock ` 1,50,000 and Sundry Debtors ` 2,00,000. The expenses of liquidation
amounted to ` 27,250. Prepare the Liquidators Final Statement of Account.

Solution:
Swarna Processors (in Liquidation)

Liquidator’s Final statement of Account
Dr. Cr.

` `
Realization of Assets: Cost of Liquidation
Machinery and Plant 5,00,000 Liquidator’s Remuneration

(excluding cash)
(11,75,000 – 75,000=11,00,000)
On 11,00,000@3% 33,000

Patents 75,000 On amount paid to Unsecured Creditors
@2% (2,00,000 × 2%)

4,000 37,000
Stock 1,50,000 Mortgage Debentures 2,50,000
Debtors 2,00,000 Add: Interest outstanding 12,500 2,62,500
Surplus from Land & Buildings
(3,00,000 – 1,25,000) 1,75,000

Preferential Creditors 37,500

11,00,000 Unsecured Creditors 2,00,000
Cash 75,000 11,75,000 Preference Shareholders

(5,00,000 + 60,000) 5,60,000
Equity Shareholders
(see working Notes) 40,825
Equity Shareholders (see working
notes) 9,925

11,75,000 11,75,000
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Working Notes:
Calculation of amount available for Shareholders:

` `
Realization of assets 11,75,000
Less: Cost of Liquidation 27,250
Liquidator’s Remuneration 37,000
Mortgage Debentures 2,50,000
Interest Outstanding 12,500
Preferential Creditors 37,500
Unsecured Creditors 2,00,000 5,64,250

6,10,750
Less: Paid to Preference Shareholders (5,00,000 + 60,000 Dividend
arrears)

5,60,000

Amount available for Equity Shareholders 50,750

Deficiency:
`

Amount required for return of Equity Shareholders (1,87,500 + 4,50,000) 6,37,500
Less: Amount available for Equity Shareholders 50,750
Deficiency 5,86,750

% of Deficiency =
CapitalNominalEquityTotal

100 Deficiency

= 5,86,750 × 100/2,50,000 + 7,50,000 = 58.67%.

On ` 75 paid up Equity Shareholders = 16.33 per share (75 – 58.67) will be returned

On ` 60 paid up Equity Shareholders = 1.33 per share (60-58.67) will be returned

` 75 paid up Equity Shareholders (adjusted) will receive = 2,500 × 16.33 = 40,825

` 60 paid up Equity Shareholders will receive = 7,500 × 1.33 = 9,925
Unsecured Creditors

`
Total Creditors 3,62,500
Less: Secured Creditors 1,25,000

2,37,500
Less: Preferential Creditors 37,500
Unsecured Creditors 2,00,000

Arrears of Dividends: Arrears on account of Preference share dividend will not be paid. They are
paid only when equity share capital is paid in full or when there is an expressive provision to the fact in
the Articles of the Company. It has been assumed that there is no such express provision in the article.

Preference Share Dividend = 5, 00,000 × 6% × 2 years = ` 60,000
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Illustration 6
The Balance Sheet of Z Ltd. as on 31st March 2016

Liabilities ` Assets `
Share Capital: Land and Buildings 25,000
8,000 Preference Shares of ` 10each 80,000 Other Fixed Assets 2,00,000
12,000 Equity Shares of ` 10 each 1,20,000 Stock 5,25,000
Bank Loan 4,00,000 Debtors 1,00,000
8% Debentures 1,00,000 P & L Account 58,000
Interest Outstanding on Debentures 8,000
Creditors 2,00,000

9,08,000 9,08,000
The company went into liquidation on that date. Prepare Liquidators Statement, of the final

statement of account after taking into consideration the following:

 Liquidation Expenses ` 30,000
 Liquidation Remuneration ` 10,000
 Bank Loan was secured by pledge of stock
 Debentures and interest thereon are secured by floating charge on all assets.
 Fixed Assets are realized at Book Value and Current Assets at 80% of Book Value.

Solution:
Z Ltd. (in Liquidation)

Liquidator’s Final Statement of Account
Dr. Cr.

` `
To Assets Realized By Fully Secured Creditors 4,00,000
Fixed Assets: By Liquidation Expenses 3,000
Land & Buildings 25,000 By Liquidator’s Remuneration 10,000
Other Fixed Assets 2,00,000 By Debentures 1,00,000
Current Assets: (+) Interest o/s 8,000 1,08,000
Stock (5,25,000 × 80%) 4,20,000 By Unsecured Creditors 2,00,000
Debtors (1,00,000 × 80%) 80,000 By Preferential Shareholders 4,000

7,25,000 7,25,000

Illustration 7
Following was the Balance Sheet of Delta Co. as on 31st March 2002.

Liabilities ` Assets `
Capital 2,00,000 Goodwill 30,000
Bank Overdraft (unsecured) 1,100 Buildings 25,000
Partly Secured Creditors 29,180 Plants and Machinery 37,400
Taxes to Government 6,300 Stock 58,000
Creditors 800 Debtors 46,000
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97,600 Cash 500
P& L Account 1,38,080

3,34,980 3,34,980
The Company went into liquidation and the assets realized as follows:

`
Buildings used for payment to partly Secured Creditors 18,000
Plant and Machinery 25,000
Stock 31,000
Debtors 43,500

Liquidation Expenses were ` 1,100. The Liquidator’s Remuneration was 3% on the assets
realized (expect Cash) and 2% on the amount paid to Unsecured Creditors other than Preferential.

Prepare Liquidators Final Statement of Account. (Andhra B.Com., April 2003)

Solution:
Delta Co.Ltd. (in Liquidation)

Liquidator’s Final Statement of Account
Dr. Cr.

` `
To Assets Realized By Cost of Liquidation 1,100
Buildings 18,000 By Liquidators Remuneration on

sale of assets (1,17,500 × 3%) 3,525
Less: Paid to partly
secured 18,000 ----

By On payment of Unsecured
Creditors (90,375 × 2/102) 1,772 6,397

Plant and Machinery
25,000

By Preferential Creditors 4
months’ rent (6,300× 4/6) 4,200

Stock 31,000 Govt. Taxes 800 5,000
Debtors 43,500 By Unsecured Creditors 88,603
Cash 500 1,00,000

1,00,000 1,00,000

Working Notes:

1. Calculation of Remuneration to liquidator on Sale of Assets:
Sale of Assets (except Cash)

18,000 + 25,000 + 31,000 + 43,500 = ` 1,17,500

Remuneration = 1,17,500 × 3/100 = ` 3,525

2. Remuneration on payment made to Unsecured Creditors
`

Sale of Assets 1,00,000
Less: Payments Made:
Remuneration on Sale of Assets 3,525
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Liquidation Expenses 1,100
Preferential Creditors 5,000 9,625
Cash balance with Liquidator 90,375

Cash Balance with Liquidator ` 90,375 not sufficient to pay unsecured creditors fully. Hence
liquidator will take his commission from the available balance.

102
290,375 = ` 1,772

3. Unsecured Creditors
`

Bank Overdraft 1,100
Excess of Partly Secured Creditors (29,180 – 18,000) 11,180
Excess of Preferential Creditors (6,300 × 2/6) 2,100
Creditors 97,600

1,11,980

4. Preferential Creditors
`

As Provisions of law only 4 months salaries is preferential (6,300 × 4/6) 4,200
Government Taxes 800

5,000
Remaining 2 months salaries (6,300 × 2/6) ` 2,100 is to be treated as Unsecured.

Illustration 8
The Capital of Bad Luck Company Private Limited (in Liquidation) was as follows:

2,000 Preference Shares of ` 100 each fully paid

8,000 Equity Shares of ` 100 each fully paid

6,000 Equity Shares of ` 100 each ` 80 per Share paid

2,000 Deferred Shares of ` 100 each, ` 80 Share paid.

Under the Articles of the Association, Preference Shares have priority as to repayment of capital
over the Equity Shares and Equity Shares priority over Balance Sheet.

The cost of Liquidation including the Liquidator Remuneration amounted to ` 14,000 and the
Creditors for ` 1,78,000.

The assets realized ` 3,74,000. The calls made by the Liquidator on Deferred Shareholders for
the adjustment of the rights of Shareholders (as between themselves) was fully paid. A Call of `15 per
Share was made on the partly paid Equity Shares which was dully paid with the exception of that on
200 Shares which was irrecoverable.



20  CORPORATE ACCOUNTING

Prepare the Liquidator Final Statement of Account.

Solution:
Bad Luck Co. Ltd. (in Liquidation)

Liquidator’s Final Statement of Account
Dr. Cr.

` `
To Assets Realized 3,74,000 By Cost of Winding up 14,000
To Calls made:
` 20 on 2,000 Deferred Shares
` 15 on 5,800 Equity Shares

40,000
87,000

By Unsecured Creditors 1,78,000

By Preference Shares 2000 @ ` 100
each

2,00,000

By Equity Shares ` 5 on 8,000 Shares 40,000
By Equity Share Capital on 13,800
Shares (5,800+8,000) at ` 5 per Share 69,000

5,01,000 5,01,000
Amount refunded on 8,000 Equity Shares ` 10 per Share, who paid ` 100 per Share.

Amount refunded on 5,800 Equity Shares ` 5 per Share, who paid ` 95 per Share.

Illustration 9
A Company went into Liquidation on 31/3/2016 when the following Balance Sheet was prepared.

Liabilities ` Assets `

Nominal Capital: Goodwill 3,000
2,000 Shares of ` 10 each 20,000 Leasehold Property 2,500
Issued Capital: Plant and Machinery 3,740
1,452 Shares of ` 10 each fully paid 14,520 Stock 5,855
Unsecured Creditors 7,716 Sundry Debtors 4,622
Partly Secured Creditors 2,918 Cash 50
Sundry Preferential Creditors 405 Profit and Loss A/c 5,908
Bank Overdraft 116

25,675 25,675
The Liquidator realized the assets as follows:

Leasehold Property which was used in the first instance to pay partly Secured Creditors: Property
` 1,800; Plant and Machinery ` 2,500; Stock ` 3,100; Sundry Debtors ` 4,350; Cash ` 50. The
expenses of Liquidator amount to ` 50 and the Liquidator Remuneration was agreed at 2.5% on the
amount realized and 2% on the amount paid to Unsecured Creditors. Prepare the Liquidator Final
Account.
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Solution:
Bad Luck Co. Ltd. (in Liquidation)

Liquidator’s Final Statement of Account
Dr. Cr.

` `
To Assets Realized: By Partly Secured Creditors

(2,918 – 1,800 = 1,118 Unsecured
Creditors) 1,800

Leasehold Property 1,800 By Liquidator Cost 50
Plant and Machinery 2,500 By Liquidator Remuneration:
Stock 3,100 2.5% on amount realized

(11,800 × 5/20) 295
Sundry Debtors’ 4,350 2% an amount paid to Preferential

Creditors (2% × 405) 8
Cash 50 2% an amount paid to Unsecured

Creditors (8,950 × 2%) 179
Preferential Unsecured Creditors
(7,716 +1,118+116) 8,950
Amount transfered to Balance Sheet 113

11,800 11,800
Rate of Return to Equity Shares = 113/1,452 = 0.08

Summary
Liquidation or Winding-up of a Company is a process by which a company’s existence is brought

to an end. The main features of the liquidation of a company are that the company no longer has the
power to dispose of its property; it may carry on business only for the limited purpose for completing
the liquidation process; the powers of the directors of the company come to an end when a liquidator is
appointed; and a liquidation order operates as a notice of dismissal to all the employees of the
company.

Liquidation can be compulsory winding up by the Court; voluntary winding up by the members
or by the creditors and winding up under the supervision of the Court.

The main duty of the liquidator is to take into his custody or under his control all the property of
the company; realize the assets; and distribute the amounts among those who have a rightful claim to it.
The Liquidator has to prepare a final statement of account known as “Liquidator’s Final Statement of
Account” showing how much is realized and how much he has distributed to the creditors. The
Statement will take the form of a receipts and payments account. High Court will prescribe the form of
liquidators Statement of Account.

For the services rendered, the liquidator gets remuneration in the form of a commission as a
percentage on assets realized plus Commission as a percentage on the amount payable to the
unsecured creditors.
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Glossary
 Liquidation is a process by which a company’s existence is brought to an end.
 Compulsory Winding up: is a winding up of a company under the orders of a court.
 Members Voluntary Winding up: is a situation where the members of the company decide

to go for winding up the company even though the company is solvent and able to pay its
debts.

 Creditors Voluntary Winding up: is a situation where the creditors move the resolution
that the company be wound up voluntarily.

 Winding up under the Supervision of the Court: At any time, after a company has passed
resolution for voluntary winding up, the court may make an order that the voluntary winding
up shall continue subject to the supervision of the court, which is also known as
“Supervisory Winding Up”.

 Liquidator’s Final Statement of Account is a statement of account showing how much the
liquidator has realized on assets and how much has been distributed to the claimants.

Questions
1. What do you understand about liquidation?
2. Explain different type of winding up.
3. What do you mean by voluntary winding up?
4. Write a note on liquidator.
5. Give an account of list of preferential creditors.
6. Briefly explain about liquidator’s remuneration.
7. Write the procedure for preparation of statement of affairs.

Problems
1. A Company went into Liquidation with the following information.

(a) Secured Creditors ` 20,000 (Securities realized ` 25,000)
(b) Preferential Creditors ` 6,000
(c) Unsecured Creditors ` 30,500

Liquidator’s out of pocket expenses amounted to ` 252
The Liquidator is entitled to a remuneration of 3% on the amounts realized and 1.5%
on the amounts distributed to Unsecured Creditors. The various assets (excluding
securities) in the hands of creditors fully realized ` 26,000.

You are required to prepare the Liquidator’s Account showing the composition given to
Unsecured Creditors.

(Ans.: Liquidator’s Final Statement Account ` 31,000; Unsecured Creditors amount available
with Liquidator ` 23,728)
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2. XY Co. Ltd went into Liquidation on 31.12.2015. The following was the position of the
company.

`
Share Capital (in shares of ` 10 each fully paid) 1,00,000
Unsecured Creditors 36,000
Partly Secured Creditors (with a charge on leasehold property) 24,000
Preferential Creditors 9,800
Assets Realized
Leasehold Property 20,000
Other Assets 86,000

Other Information: Liquidation Expenses amounted to ` 1,680, the liquidator is entitled for a
remuneration of ` 1,200 plus 2% on all assets realized plus 2% on amount paid to Unsecured Creditors.
Prepare Liquidator’s Final Statement of Account.

(Ans.: Liquidator Final Statement of Account ` 86,000)

3. A Limited Company went into Liquidation with the following liabilities.

`
Creditors 60,000
Bank Overdraft 1,00,000
Capital:
5,000 Preference Shares of ` 100 each
Called up Capital:
5,000 Preference Shares of ` 100 each ` 70 per Share called 3,50,000
5,000 Equity Shares of ` 100 each 5,00,000
Called up Capital:
5,000 Equity Shares of ` 100 each, ` 90 per share called up 4,50,000
Less: Calls in arrears 10,000 4,40,000
Calls in advance
Preference Shares 1,20,000
Equity Shares 20,000 1,40,000

Amount realized on the Sale of Asset ` 10,00,000, Cost of liquidation is ` 10,000. Preference
Shareholders have no prior rights as to capital.

(Ans.: Liquidator Final Statement of Account ` 10,10,000)

4. The Sunny Valley Mining Company Limited went into Voluntary Liquidation on 1st Jan.2006.
The Liquidator whose Remuneration is 3% on assets realized and 2% on the amount distributed to
shareholders realized all the assets. The following is the position of the company on December, 2005.

`
Assets Realized 5,00,000
Expenses of Liquidation 9,000
Unsecured Creditors 68,000
10,000 Equity Shares of ` 10 each, ` 9 per share called up and paid-up 90,000
5,000, 6% Preference Shares of ` 30 each fully paid (Dividend paid up to 31st Dec. 2004) 1,50,000
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General Reserve 1,20,000
Profit and Loss Account 20,000

Under the Article of Association the Preference Shareholders have the right to receive 1/3rd of
the Surplus remaining after paying the equity Share Capital. Prepare the Liquidator Final Statement of
Account (Sri Venkateswara, B.com, 2006)

(Ans.: Liquidator Final Statement of Account ` 5,00,000)

5. The following is the Balance Sheet of Z Ltd. as on 31st March, 2016.

Liabilities ` Assets `
Share Capital: Land and Buildings 1,00,000
Authorized & Subscribed: Plant and Machinery 2,50,000
2,000 6% Pref. Share of ` 100 each 2,00,000 Patents 40,000
1,000 Equity Shares of ` 100 each, 75 per
Share paid-up

75,000 Stock 50,000

30,000 Equity Shares of ` 100 each, ` 60 per
share paid

1,80,000 Sundry Debtors 1,15,000

10% Debentures 1,00,000 Cash at Bank 30,000
Interest outstanding on Debentures 5,000 P & L A/c 1,20,000
Creditors 1,45,000

7,05,000 7,05,000
On that date the company went into liquidation. The dividend on Preference Shares was in arrears

for two years. The arrears are payable on Liquidation as per the Articles of Association of the
company. Creditors include ` 50,000 on Mortgage of Land & Buildings. The assets realized as under:

`
Land and Buildings 1,40,000
Plant and Machinery 2,00,000
Patents 30,000
Stock 60,000
Sundry Debtors 80,000

The expenses of liquidation amounted to ` 10,900. The Liquidator is entitled to a commission of
3% on all assets realized (expect cash at bank) and a commission of 2% on amount distributed among
the unsecured creditors. Preferential Creditors amount to ` 1,500. All Payments were made on
30/9/2017. (Ans.: Liquidator Final Statement A/c ` 4,70,000)

6. Balance Sheet of Shiva Ltd. as on 31/12/2004 is given below.

Liabilities ` Assets `
Share Capital: Sundry Assets 7,00,000
10,000, 9% Pref. Shares of ` 10 each 1,00,000 Buildings 1,80,000
20,000 Equity Shares of ` 10 each fully
paid

2,00,000 P & L A/c 1,00,000

10,000 Equity Shares of ` 10 each, `8
partly paid

80,000 Preliminary Expenses 20,000

9% Debentures 3,00,000
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Bank Overdraft 1,20,000
Trade Creditors 1,50,000
Income Tax due 50,000

10,00,000 10,00,000
The Debentures were secured by a floating charge on all the assets of the company. The

Debenture holders appointed a receiver. A Liquidator was also appointed, the company being
voluntarily wound up. The receiver took charge o Sundry Assets amounting to ` 5,00,000 and sold
them for ` 4,00,000. The building and the remaining Sundry Assets realized ` 1,20,000 and ` 2,80,000
respectively. The Cost of receiver amounted to ` 2,000 and his remuneration to ` 2,500.

The Expenses of liquidation were ` 3,000 and the remuneration of the liquidator was ` 2,500.
Prepare the accounts to be submitted by the receiver and the Liquidator.

(Nagarjuna, B.Com, March 2006 Distance)

(Ans.: Receivers Receipts and Payments Account ` 4, 00,000; Liquidator Final Statement
Account ` 4, 45,500)

7. Madhu Co. Ltd went into Voluntary Liquidation on 1st March, 2015. The following balances
are extracted from its books on that date:

` `
Capital: Buildings 1,50,000
25,000 Equity Shares of ` 10 each 2,50,000 Plant and Machinery

Debentures (secured by a floating charge) 1,00,000 Stock in Trade
Bank Overdraft 15,000 Book Debts 37,500
Creditors 20,000 Less: Provision 5,000 32,500

Calls in Arrears 50,000
Cash in Hand 5,000
Profit and Loss Account 70,000

3,85,000 3,85,000
Plant and Machinery and Buildings are valued at ` 75,000 and ` 60,000 respectively. On

Realization, losses of ` 7,500 are expected on Stock, Book Debts will realize ` 35,000. Calls in arrears
are expected to realize 90%. Bank Overdraft is secured against Buildings. Creditors include
Preferential Creditors for Taxes and Wages are ` 3,000 and Miscellaneous Expenses Outstanding
` 1,000.

Prepare a Statement of Affairs to be submitted to the meeting of Creditors.

(Ans.: Estimated Surplus ` 1,25,000)

8. Shri Ram is appointed liquidator of a company in voluntary liquidation on 1st July 2015, and
the following balances are extracted from the books on that date:

` `
Capital: Machinery 30,000
16,000 Shares of ` 5 each 80,000 Leasehold Property 40,000
Provision for Bad Debts 10,000 Stock in Trade 1,000
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Debentures 50,000 Book Debts 60,000
Bank Overdraft 18,000 Investment 6,000
Liabilities for Purchases 20,000 Calls in Arrear 5,000

Cash in Hand 1,000
Profit and Loss a/c 35,000

1,78,000 1,78,000
The Machinery is valued at ` 60,000; the Leasehold Properties are ` 73,000; Investment ` 4,000;

Stock in Trade ` 2,000, Bad Debts ` 2,000; Doubtful Debts ` 4,000; Estimated to realize ` 2,000; the
Bank overdraft is secured by deposit of title deeds of Leasehold Property. Preferential Creditors for tax
is and wage ` 1,000. Telephone Rent owing is ` 80. You are required to make out Statement of
Affairs as regard Creditors and contributories.

(Ans.: Surplus shown by Statement of Affairs ` 31,920)

9. X Ltd. Company went into Liquidation with the following liabilities:

`
Secured Creditors (Securities Realized ` 50,000) 40,000
Preferential Creditors 1,200
Unsecured Creditors 61,000
Liquidation Expenses 500

The Liquidator is entitled to a remuneration of 3% on the amount realized (including securities in
the hands of Secured Creditors) and 1.5% on the amount distributed to Unsecured Creditors. The
Various Assets (Excluding the Securities in hand of the Secured Creditors) realized ` 52,000. Prepare
the Liquidators’ Statement showing the payment made to the Unsecured Creditors.

(Ans.: Liquidators Statement of Account ` 1,02,000)

10. The Capital of Chandu Company Ltd. which went into Liquidation was as follows:
(a) 2,000 Equity Shares of ` 100 each, fully paid
(b) 1,500 Ordinary Shares of ` 100 each, ` 80 per Share paid-up
(c) 500 Preference Shares of ` 100 each fully paid (these have Preferred in the repayment

of capital)
(d) 500 deferred Shares of ` 100, ` 80 per share paid-up (these to be repaid only after

satisfying the claims of ordinary shareholders)
The various creditors amounted in all to ` 50,000 including the liquidator’s remuneration of

` 1,250. The Liquidator made a call of the remaining ` 20 per share on the deferred shares which was
paid in full. He also realized all assets amounting to ` 95,500.

A call of ` 15 per Share was made on the ordinary shares which were partly paid up. This was
paid in full, with the exception of that on 50 shares which shares forfeit the right of refund of capital.

Prepare the Liquidator’s Account showing the return to the Shareholders.

(Ans.: Liquidator’s Account ` 1,27,250)
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11. The Star Company went into Liquidation on 31/12/2016 with the under mentioned Balance
Sheet.

Liabilities ` Assets `
3,000, 6% Cumulative Preference Shares of
` 100 each 3,00,000

Goodwill 30,000

2,000 Equity Shares of ` 100 each,` 75 paid 1,50,000 Land and Buildings 1,50,000
3,000 Equity Shares of ` 100 each, ` 60 paid 1,80,000 Machinery 3,00,000
5% Debentures 1,00,000 Patents 60,000
Interest Outstanding on the above 5,000 Stock 95,000
Creditors 1,50,000 Sundry Debtors 1,20,000

Cash at Bank 50,000
Profit and Loss A/c Bal. 80,000

8,85,000 8,85,000
The Preference Dividend were in arrears for 2 year. The arrears are payable on Liquidator.

Creditors include a loan for ` 70,000 on the Mortgage of Land and Buildings, Plant and Machinery
were ` 5,000.

The Assets realized as follows:

Land and Buildings `1,60,000; Stock ` 80,000; Machinery ` 2,40,000; Sundry Debtors ` 70,000;
Patents ` 50,000.

The Expenses of Liquidator amount to ` 1,900. The Liquidator is entitled to a commission of 3%
on all assets and 2% on amount paid to Unsecured Creditor on amount paid to Unsecured Creditors.
Prepare the Liquidator Final Statement of Account on 30th June 2016.

(Ans.: Liquidator Final Statement of Account ` 6,50,000)

12. A Ltd. Co. which has paid-up Share Capital of ` 5,00,000 and a loan of ` 5,57,500 standing in
the Balance Sheet went into Voluntary Liquidation on 31st March 2016. The following are the
particulars of the assets and Liabilities as on that date.

Machinery, Stock and Debtors (which realized their book values ` 3,95,000); Cash ` 5,000;
Creditors ` 2,00,000; 6% Debenture carrying a floating charge ` 2,50,000 and Interest accrued
thereon for 6 months.

The Debentures were paid off with interest upto the date of Liquidation on 30/9/2016. On which
date a first and final dividend was also paid to the Creditors. Creditors for ` 25,000 were Preferential
and rest unsecured. The cost of Liquidation amounted to ` 2,500. The Liquidator is entitled to 3% of
the amount realized and 2% of the amount distributed to the Unsecured Creditors by way of his
remuneration.

Prepare Liquidator’s Final Statement of Account.

(Ans.: Unsecured Creditors received ` 1,00,637)
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13. The Share Capital of Mahajan Company Limited, which went into Voluntary Liquidation as
on 1st April 2016 consisted of

(a) 1,000 Preference Shares of ` 100 each, ` 90 paid-up
(b) 800 ‘A’ Equity Shares of ` 100 each, ` 80 paid-up
(c) 1,000 ‘B’ Equity Shares of ` 100 each, ` 60 paid-up.
The Preferential Shares had priority as regards payment of Capital account to the Companies

Articles. There were calls in advance to the extent of ` 2,758 received from ‘A’ Equity Shares.

The Preference Share Capital of the company amounted to ` 15,200 fully received Creditors for
` 67,000 and Unsecured on to ` 40,000 of which an amount of ` 2,000 was to be written off, as per
contract because of defects discovered in Stock supplied.

The Liquidation Expenses were ` 12,050. His Remuneration was fixed at 4% on realization plus
2% on the payments to Unsecured Creditor, subject to a Maximum of ` 9,000.

The amount realized by securing the assets was ` 2,20,000. Assuming that Liquidator made the
necessary calls, which were paid except on 300 “B” Equity Shares, prepare the Liquidator Statement
of Account. (Ans.: Liquidator Statement of Account ` 2,34,000)

14. The following is the summarized Balance Sheet of United Co. Ltd. as at 31/12/2016.

Liabilities ` Assets `
6,000, 6% Cumulative Preference Shares of
` 100 each paid

6,00,000 Land 2,50,000

2,000 Equity Shares of ` 100 each fully paid 2,00,000 Buildings 2,70,000
2,000 Equity Shares of ` 50 paid-up 1,00,000 Plant and machinery 3,50,000
Bank Loan secured on Stock and Debts
Liabilities

50,000 Stock-in-trade 74,500

Preference Share Dividend areas ` 72,000 1,00,000 Book Debts 30,000
Cash in Hand 500
P & L A/c 75,000

10,50,000 10,50,000
Under the Articles of the Association of the company, the Preference Shares are Preferential as to

dividend (whether declared or not) and Capital. The Company went into Voluntary Liquidation and
sold the fixed assets, stock and book debts for a sum of ` 7,50,000 payable in Cash. The expenses of
Liquidator were ` 500.

You are required to prepare the Liquidator Final Statement of Account.

(Ans.: Liquidator Final Statement of Account ` 8,50,000)
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