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Corporate Liquidation
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- e fqEedsT FRUEE (Reasons for liquidation of Compan):)/

FHSR FaATF/IT g=- (Due to poor industrial relation)

I T farsrgar #AT (Lack of research and development)

TR fra=aurt 3T (Lack of quality control)

HUH A9 (Ineffective management)

AT YREdT (Due o change in demand)

A gRfEfaes s 2= 999 (Due to unseen circumstances i.e. natural calamities)
ﬁ;ﬁ?ﬁ A (Lack of finance) S5

Jrnf, g5 79T AT (Due to civil unrest and E;)nﬂict)
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(Compulsory winding up by the office of company registrar)
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wWitgs fawea (Voluntary winding up)
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........ Company
Liquidator’s Final Statement of Account
Receipts VE:luom" (Rs.m.’) Payments P?g:;"‘

Assets: By Secured creditors XXX

To Cash at Bank xxx  |By Legal Charges XXX

To Cash in hand XXX By Liquidator's Remunerations:

To Marketable Securities XXX By Preferential creditors XXX

To Bills Receivable XXX By Debenture holders:

To Trade Debtors XXX Payment of Rs........... per debenture Rs. ........ XXX

To Loans and Advances XXX Payment of Rs........... per debenture Rs. ........ XXX

To Stock in Trade XXX Payment of Rs........... per debenture Rs. ........ XXX

To Work in Progress xxx By Unsecured Creditors: XXX

To Freehold Property xxx  |By Preference shareholders XXX

To Leasehold Property xxx By Retums to contributories/Equity shareholders XXX

To Plant and Machinery p.+.0, GRa] WESAIESEE Y o P. Per rupee.......... * share

To Fumiture, Fittings, Utensils, efc. ...........oo..cc.... XXX P. Per rupee * share

To Patents, Trade Marks, €tc. .........cooovveeeerevrimnrnnns XXX P. Per rupee " share

To Investments other than Marketable securities.......

To Surplus from SECURtIES.............coeeverrrerrrrrersrns XXX

To Unpaid Calls at commencement of winding-up

To Amounts received from calls on contributories XXX

To Made in winding-up

To Receipts per Tradmg ACCOUNTE: Sl ess o XXX

To Other property viz. . XXX

Hehts! AT (Order of Payment)

fefersewt Fefiar smanfare, wwmfia feteare, s o7 ate Jaw@T @ R @
mﬁm.hmmwmmmwm
f= darew wamEy 1t

9 GUHT TEEF (Debts due to secured creditors):
?) ﬁi’m arrd (Cost of liquidation)
) T @ (Expenses of litigation (lcgal expenses)
W) I @H (Other expenses)
M fafEer aitgfe g (Remuneration of liquidators)

3 qEffasR g ARES (Preferential Creditors)
¥) YT gEE (Debenture having floating charge on assets)

) FgET AREE (Unsecured creditors)
§) 0 7T (Calls and Advance)
) {aﬁﬁm ATy (Preference Sharcholders)
¢) |HRY ¥IXGHT (Equity Shareholders)

9 HRfAT WEEE (Debts due to secured creditors): FFer fifvad Tmfgssr Rt et o7 I
T FEe | FEA e srEwm e ah gl wgeeer ¥ 5o |

3) fa@eR SO (Cost of liquidation): Fiféra Agewars T TRESvETT fraeT s Rt |
fareres st fie @<ew wde
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F)  FIA @Ew (Expenses of litigation)

W) A g uew (Other expenses)

M fefeermr witaf® (Remuneration of liquidators): Fria famearadr wwqul
Praaes fafeee e | wwa e Pfed witafis st THeds |
WEEEATS Yo TReEdwwar fafEsetsr nitufr fufor @ gt s | et
st Fremger frafor 1=
i)  Ifsufficient amount is available to pay all che creditors then the amount of remuneration

will be-

Amount of unsecured creditors x Commission rate
100

ii) If the available amount is not sufficient to pay all the creditors then the amount of
remuneration will be:

Amount of unsecured creditor x Rate
100 + rate

AU WIT WEEE (Preferential Creditors): GXfara WIge® T fawes amma qeer MREsgwamg
QEffrsR O Ageea el THI<e | HEHIS IS T ROEETe Al qrafirenamr
TEH FOTATE T [@UHRK 9Tt 95 948 | STasr=ia fre frdees dem go

F) WAl AEHE T TERSA arhehl W [ohg®

W) HHIR 9T FHEAIH AT TUT T |

M)  HSAgHIY, IUSE T faQrer @ |

w) e o, @murt gEye T e Yo |

FHONT HRIEE (Debenture having floating charge on assets): mfy I=ifad afdaes ‘Flﬂ‘vff
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The Ultra Limited went into voluntary liquidation on 31st March 2012 and the following Balance

Sheet was prepared:
Liabilities Amount Assets Amount
Subscribed Capital: GOOAWIIER AL 5 TR oo ivesnsessisinnes 30,000
19,500 Equity Shares of Rs.10 each fully Patents ..| 20,000
paid 1,95,000{Freehold Building 48,000
Sundry Creditors: Plante s h s I s it 65,500
Preferential ...........coecesecereisinnncns 24,200 OHDCKANATAE -hr ittt esnsisssar onrersasenisentoniinge 56,800
Partly Secured (Against Freehold SHRARYIDEbIOTS .o s i cciavins 64,820
Property) 55,310 BHISIRECOIVADIE it it cgrminiassisiasssissstons 2,500
Unisecuredil. . s 99,790/ 1,79,300{Profit and Loss ACCOUNt........ccccvvurmsrivnnsisrnees 98,680
Bank Overdraft (Unsecured).........ccooovuennnce 12,000
Total| 3,86,300 3,86,300
The Liquidator realized the assets as follows: :
Freehold property Rs.35,000 Plant Rs.51,000
Stock-in-trade Rs.39,000 Sundry Debrors Rs.58,500
Bills Receivable Rs.2,500

The expenses of liquidation amount to Rs.1,000 and the liquidators remuneration was agreed
at 2.5% on the amount realized and 2% on the amount paid to the unsecured creditors.

i)  Liquidator's Final Statement of Account. i) The working of Liquidator's Remuneration.
Solution: Ultra Ltd. (In Liquidation)
> (i) Liquidator’s Final Statement of Account
{To Assets Realized: Plant Rs.51,000|By Liquidation EXpEnses: ........ccccmmmseuesessessereanee Rs.1,000
Stock Rs.39,000|By Liquidator's Commission Rs.7,500
Debtors Rs.58,500|By Preferential Creditors Rs.24,200
Bill Receivable Rs.2,500|By Unsecured Creditors (Rs.1,32,100)............e0.. Rs.1,18,300
1,51,000 1,51,000

Workings:
Unsecured Creditors
Rs.55310 - Rs.35,000 = 20,310
99,790
12,000
1,32,100
ii) Liquidator's Remuneration:

2.5% on (Rs.1,51,000 + 35,000) = 4,650

2% on (24,200 + 1,18,300) = 2,850 (Including preferential creditors)
Total J = 7,500
[Hllustration-2_ |

From the data relating to Bimal Company (in voluntary liquidation) you are asked to prepare

liquidator's Statement of Account.

a)  Cash with liquidator (after all assets are realized and secured creditors and debenture holders
and paid) Rs.6,73,800.

b) Preferential creditors to be paid Rs.20,000

¢) Other unsecured creditors Rs.2,25,000

d) 4,000, 6% preference shares of Rs.100 cach fully paid.

¢) 2,000 equity shares of Rs.100 each, Rs.75 per share paid up.

f) 6,000 equity shares of Rs.100 each, Rs.60 per share paid up.

@ Liquidator's remuneration 2% on preferential and other unsecured creditors.

h) Preference dividends were in arrears for 2 years.
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Solution: LT R Liquidator's Statement of Account R Oy R L DR
: Receipts Amount Payments | Amount
To Cash in hand 6,73,800/By Liquidator's Remuneration 2% on 2,45,000.... | 4,900
To Calls (6,000 shares EERBIG) s 90,000{By Preferential Creditors .| 20,000
By Unsecured Creditors..................ceenmninriersnns | 2,25,000
By Preference Shareholder: ;
. Capital 4,00,000 |
: e R 48,000 4,48,000
(DA 17 By Equity Shareholders 8,000 Shares @ Rs.8.23 } 65,900
3 7,63,800 | 7,63,800

llustration-3

B Company Ltd. went into liquidation. Its assets realized Rs.3,50,000 excluding amount realized
by sale of securities held by the secured creditors. The following was the position:

Shate Capital 5 i o i i o St 1,000 shares of Rs.100 each
Secured creditors Rs. (Securities realized Rs.40,000) .......eovovvevemeeoeoeooeooooeoeoeonn Rs.35,000
Preferential creditors
Unsecured creditors

Debenture having a floating charge on the assets of the COMIPANYsseretashaes e e Rs.2,50,000
G e 0 T R e G S S Sl RN L N e Rs.6,000
Liquidator's remuneration........... o f G I R BB L S BIND S L R Rs.6,500

Required: Prepare the liquidator's Final Statement of Account

Solution: B Company Ltd.
Liquidator’s Final Statement of Account
Receipts Amount Payments . | Amount
To Assets Realized 3,50,000|By Secured Creditors................cooovrrereeereeeerennerennes | 35,000
To Securities Realized 40,000 By Liquidator's Remuneration. ' 6,500
By Liquidation expenses......... 6,000
By Preferential Creditors.........c..ccooun.... 6,000
By Debenture having a floating charge.... 2,50,000
- __ By Unsecured Creditors @ 61.79%...... .. 86,500
3,90,000 | 3,90,000
The Following is the balance sheet of Known company which went into liquidation. Lo
Receipt Amount | Payment Amount
Share Capital: |Fixed Assets including those in the hands of ;
10,000 Shares of Rs.100 each, 80 paid ............. 8,00,000|Secured Creditors.................ovvooeeeeeeeeereseresessssersree | 8,00,000
Secured Creditors g 1 .00,000;Current S AS A i T ececotovabansdid | 2,00,000
Unsecured Creditors 4.00.000|Proﬂl and Loss Alc ... | 5,00,000
Bank Overdraft 2,00,000/ |
15,00,000{ | 15,00,000

A Liquidaror is appointed at a remuneration of 2% of the total assets realized and 2% of the
amount distributed among the unsecured creditors. The fixed assets realized 4,00,000 current assets
realized 1,00,000. The liquidator made a call of Rs.20 on pardy paidup shares, all the call money

were

received with the exception of Rs.65,000. The liquidator's expenses to Rs.4,800.

Required: Prepare a liquidaror's final statement of A/c

Solution: Liquidator’s Final Statement of Alc LAt

Receipts { Amount Payments | Amount
To Assets Realized 15,00,000|By SECUTEA CIEAHOMS......ovoooorooeoos oo e | 1,00,000

To Calls: 10,000 Shares of Rs.20 each........2,00,000 By Cost of Liquidation: Liquidator's Expenses .....4,800

Less: Unpaid Shares 65,000/ 1,35,000, Remuneration: 2% on 5,00,000 ......10,000
! 2% 0n5,10,000. 10200 25,000
— l 2 By_UEQa!@Led'tp§~,b_ LI 1_5-,10929
| 6,35,000| | 6,35,000
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The share capital of MK Janakpur Ltd; which went into liquidation as on 31* Aswin 2070
consisted of (i) 10,000 preference share of Rs.10 each fully paid. (i) 10,000 'A’ equity shares of
Rs.10 each, Rs.8 paid-up, and (jii), 10,000 'B' equity shares of Rs.10 each, Rs. 8 paid up. There
were calls in advance to the extent of 4,000 'B' equity sharcholders.

The assets realized Rs.6,46,000. The various creditors including preferential creditors Rs.10,000
and fully secured creditors of Rs.50,000 amounted to Rs.3,80,000.

The liquidator's expenses were Rs.5,000 and his remuneration was fixed at 2% on the amount
distributed to A and B equity shareholders.

Required: Prepare a liquidator's Final statement of Account.

Solution: Liquidator's Final Statement of Alc
. Receipts Amount Payments Amount
To Assets Realized.........cvvuviriecnssisnnronne 6,46,600|By Secured Creditors 50,000
By Cost of Liquidation:
Expenses 5,000

Liquidation remuneration: 2% on the amount
distributed to A and B equity shareholders........ 3,012 8,012

By Preferential creditors..... 10,000
By Unsecured creditors (3,80,000 ~ 10,000 - 50,000) ... | 3,20,000
By Preference shareholders 1,00,000
By Refund of calls in advance on 4,000 B equities
shares @ Rs.2 each ... 8,000
By A equity shareholders 10,000 share @Rs.7.5294 ..... 75,294
By B equity shareholders 10,000 shares @Rs.7.5294 ... 75,294
6,46,600 6,46,600

lllustration- 6

L“lL'

The liquidator of Z company realized Rs.6,00,000 from sale of assets and Rs.1,50,000 from calls

KU_on partly paid shares. The liability and capital are as follows:

U1y S COTTE Tt TOTS et ias ik s s ossassanse soaasassasnonstatuvasessasssasnssnsssbnsussnassusnasasutasnin Rs.1,20,000
; (W Partly secured creditors (Security value Rs.1,50,000).......ccccuivueimcirens BEE. AU Rs.2,25,000
% f\g e e T e S O T A s et i e o ey T S 1 P & A el ok S S B I S Rs.22,500
Ny I SECTITea (CTOAITOTS o i e R e R vvssss Soarisob benehash s nssesivssrens sonsatBs Rs.3,00,000
\\" Fully paid equity capital of Rs.100 €ach ........oeoueememnememiieitieneiecensccenens Rs.8,00,000
Liquidators expenses amounted to Rs.15,000 and he is entitled to a remuneration 2% on assets
realized and 3% on amounted to unsecured creditors.
Required: Liquidators Final Statement of Account
Solution: Liquidator's Final Statement of Account
Recelpts Amount Payments Amount
To Assets Realized 6,00,000(By Fully Secured Creditors.... e | 1,20,000
To Calls in Arrear 1,50,000|By Partly Secured Creditors ...........cc.uuesvuuecerennees 1,50,000
By Liquidation EXPENSes ........ccc.cueerniucrimirnecnnns 15,000
By Liquidators Remuneration .........cc..ccusevcssiinnne 23,250
By Preferential Creditors...........ooevuuveerirnriecianans 22,500
By Unsecured Creditors...........mmemmussisecessenes 3,75,000
By Equity Shareholders ........occcuunmmesssessensssnense 44,250
7,50,000 7,50,000
Working Note:
Calculation of Liquidator's Remuneration:
2% on Assets realized 6,00,000 x o5 = Rs.12,000 fposh Viise
39 on amount distributed to unsecured creditors = e }'{ i

plus partly unsecured creditors= 3,00,000 + 75,000
-3,75,000 x a5 = Rs.11250 = Rs.23.250
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lllustration - 7

XYZ Ltd. went into voluntary liquidation. The liabilities of the company were of secured creditors
and unsecured creditors only. The various assets realized Rs.4,00,000. Liquidators expenses
amounted to Rs.10,000 and he is entitled to 2 commission of 3% each on assets realized and the

amount distributed to unsecured creditors. His remuneration and commission were amounted to
Rs.18,000.

Required: Liquidators Final Statement of Account

Solution: Liquidator's Final Statement of Account
Receipts Amount Payments | Amount
To Assets Realized 4,00,000(By Fully Secured Creditors ........ccecumerussnisinins I 1,72,000
§ By Liquidation Expenses ......... % 10,000
By Liquidators Remuneration 18,000
By Unsecured Creditors 2,00,000
4,00,000 4,00,000
Working Note:

Calculation of Liquidator's Remuneration:
3% on assets realized = 4,00,000 x 1—30‘ = Rs.12,000

Total remuneration and commission = Rs.18,000
Commission on amount distributed to unsecured
creditors = 18,000 — 12,000 = Rs.6,000
Amount of Unsecured creditors = 6,000 x % = Rs.2,00,000
Amount of fully secured creditors ;
= 4,00,000 — 10,000 — 18,000 — 2,00,000 = Rs.1,72,000

lllustration -8
A ltd. Company went into voluntary liquidation. The company had paid up capital of Rs.500,000
in equity shares of Rs. 100 each fully paid. The assets of the company realized Rs.500,000. The
various creditors including secured creditors of Rs.150,000 and preferential creditors of Rs.20,000;
amounted to Rs.265,000. The liquidator was entitled to a remuneration of 3% on assets realized
and 5% of the amount distributed to equity shareholders. The expenses of the liquidator amounted

to Rs.10,000.
Required: Liquidator's Final Statement of Account
Solution: A Ltd. Company
Liquidator's Final Statement of Account
Receipts Amount | - Payments Amount
To Assets realized...........cocriecnncinninnnnnsd 5,00,000(By Secured creditors 1,50,000
By Liquidation EXPENSES ..........cveumessmnissenssssssssssssssssssssssns 10,000
By Liquidator's remuneration:
On assets realized (500,000 X 3%)........ccoeureeersseunne 15,000
On amount distributed to equity shareholders
(2,00,000 x 5%) 10,000 25,000
By Preferential Creditors ...........couumsecrsssnsssssisssnnns 20,000
By Unsecured creditors (265,000 - 1,50,000 - 20,000) .... 95,000
By Equity Shareholders (5000 Shares @ Rs.40 each)......| 2,00,000
~ 5,00,000 5,00,000

Working notes:
Amount available to equity sharcholders and liquidator's remuneration
=5,00,000 — 1,50,000 — 10,000 — 15,000 — 20,000 — 95,000 = Rs.2,10,000

Amount paid to equity shareholders = 2,10,000 x }%2 =Rs. 2,00,000
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The Ganapati Rice Mill Ltd, with a paid up capital of Rs. 5,00,000 in Equity shares of Rs.100 each
fully paid went into voluntary liquidation. The sundry assets excluding those in the hands of
secured creditors including the secured creditors of Rs.1,50,000 and preferential creditors of
Rs.50,000 amounted to Rs.2,50,000. The liquidator was to be paid 5% of the amount paid to the
unsecured creditors and his expenses of liquidation of Rs.8,000.

Required: Liquidator's Final Statement of Account

Solution: Ganapati Rice Mill Ltd.
Liquidator’s Final Statement of Account
Receipts Amount | Payments Amount
0 assels realized 3,10,000{By Secured creditors 1,00,000
iTo Security realized 1,00,000{By Liquidator expenses 8,000
By Liquidator's remuneration (1,00,000 x 5%)... 5,000
By Preferential creditors..............oovovvoovoo, 50,000
By Unsecured creditors 1,00,000
By Equity shareholders 1,47,000
(5000 shares @ Rs.29.4 each)
4,10,000 4,10,000
Working notes:
Partly secured creditors 1,50,000
Less: Fully secured creditors 1,00,000
Unsecured creditors Rs.50,000
Add: Other unsecured creditors:
Various creditors 2,50,000, !
Less: Partly Secured creditors 1,50,000 :
Preferential creditors - 50,000 50,000
Total unsecured creditors Rs.1,00,000

lllustration - 10

The Balance Sheet of a Limited Company on December 31, year 15 has been given below.
Balance Sheet of Limited Co. on December 31, years 15

I Liabilities Amount Assets Amount
Issued and paid up Share capital: 1 Freehold property 50,000
15 shares of Rs. 100 each 1,50,000{Plant and MaChinery ............oooeeovervvveoressssenns 60,000
8% Debentures 45,000(Stock 70,000
Creditors 84,000(Accounts receivable 40,000
Cash atbanks o S s T e 8,000

Profitand loss ... .. 51,000

2,79,000 2,79,000

The company went into voluntary liquidation and you are asked to work as liquidator. The
amount shown as creditors include Rs.2,100 on account of income tax due but not paid. Freehold
property realized Rs.65,000, the plant and machinery Rs.47,000, stock Rs.59,000, and account
receivable Rs.33,000. Liquidation expenses amounted to Rs.6,000 and liquidator's remuneration
was fixed at 2.5% on the amount realized plus Rs.2,200.

Required: Liquidator's Final Statement of Account.

Solution:E-aesi, " =\ T cee T B Limited Company
Liquidator’s Final Statement of Account
Receipts Amount | Payments Amount
To Cash at bank 8,000/By Liquidation expenses 6,000
To Assets realized By Liquidator's remuneration

Freehold property .......................... 65,000 Fixed . 2,200
Plant and machinery....................... 47,000 On amount realised (2,04,000 x 2.5%) ............. 5100 7,300
Stock 59,000 By Preferential creditors (income tax)...........co.ccccooervenn., 21,000
Accounts receivable ................... 33,000 | 2,04,000{By Debentureholders 45,000
By Unsecured creditors 81,900
By Equity shareholders 69,700
¥ (1,5000 share @ Rs. Rs.46.47 each) i ol
2,12,000 2,12,000
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lllustration - 11

A Lid. Company went into voluntary liquidation of Chaitra 30, 2060. All the assets svcre realized
for Rs. 900,000. However, Rs.2,2000 expenses were incurred for liquidation. A par for the assets
sold, the position of the company on the same date was as follows:

T TS ITISBOTIEN e I Lo o Lot s stanetamesdosasnsissnssssnsasasisnnsissssninuniass Rs. 1,60,000
3,000 preference share of Rs. 100 each fully paid up «..ooceveuucevncniininiicrincnnnn, Rs. 3,00,000
2,000 Equity shares of Rs.100 each Rs.90 per share called up and paid up............ Rs.1,80,000
D Tl TSIV o e i iy cotestreesavurmsssyonadsnsesassansasasisoisass Rs. 2,40,000
PO AT 0SS L€ v hyouss nuons E Ay amvsebsasasasasrabent inanotnsh Rs.44,000
B2t D an L eitsiadsotvedvadstnss saedsTansnsissonssramne Rs.20,000

Dividends in arrears are Rs.32,000 which become payable when profit are available.
Liquidator's remuneration is fixed as 3% on assets realization and 2% on distribution to

shareholders.
Required: Liquidator's Final Statement of Account
Solution: A Ltd. Company
Liquidator's Final Statement of Account
Receipts Amount Payments Amount
To cash at bank 20,000{By Liquidation expenses 22,000
To Assets realized < 9,00,000|By Liquidator's remuneration
On assets realized (9,00,000 X 3%)......ccuuseusesenranee 27,000
On distribution to shareholders (6,97,059 x 2%) ...... 13,941 40,941
BY.UnSOCUrDd CrOTIIONS . cu.ieisssisimsrstsababecssrsnbissossiessosansoress 1,60,000
By Preference shareholders:
Share Capital 3,00,000
Dividend 32,000 | 3,32,000
By Equity shareholders 3,65,059]
(2,000 x shares @ Rs.182.53 each)
9,20,000 9,20,000
Working notes:

Total amount available to Preference and equity shareholders (with dividend) and liquidartor’s
remuneration 2% on distribution to shareholders = 20,000 + 9,00,000 — 22,000 — 27,000 —
1,60,000 = Rs.7,11,000

.. Total amount available to preference and‘cquity shareholders with dividend

100
7,11,000 x 797
Rs. 6,97,059

llustration —12_|
Blue Company Ltd. went into voluntary liquidation. The company has total share capital of
Rs.6,00,000 consisting of 2,000 equity shares of Rs.100 each (Rs.95 paid up), 3000 equity shares
of the preference shares have prior repayment rights of capital over equity shares.
The total amount on sale of assets was Rs.2,50,000.

The remuneration received by the liquidator was Rs.2,00,000. The remuneration received by the
liquidator included 7% commission on the value of assets realized and 5% commission on the
amount paid to unsecured creditors who were paid in full.

Required: Liquidator's Final Statement of Account.
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Solution: Blue Company Ltd.
Liquidator's Final Statement of Account
Receipts Amount | Payments Amount
To Assets realized 2,50,000{By Liquidator's remuneration:
To Share call money received ... 60,000(0n assets realized (2,50,000 X 7%).............ccco0e 17,500
(3000 shares @ Rs.20 each) On unsecured creditors (5000 X 5%) ................. 2,500| 20,000
By Unsecured creditors 50,000
By Preference shareholders 2,00,000
(2,000 shares @ Rs.100 each)
By Equity Shareholders:
3,000 shares @ Rs. 8 €ach ..........ccccoomer 24,000
2,000 shares @ Rs. 8 each.........cccoeeesren...... 16,000/ 40,000
3,10,000 3,10,000
Working notes:
1. Toral Liquidator's remuneration Rs.20,000
Less: Remuneration on assets realized (250,000 x 7%) Rs.17,500
Liquidators remuneration on unsecured creditors Rs.2,500
Remuneration rate on unsecured creditors - 5%
100

.. Unsecured creditor =2,500 x 5 = Rs.50,000

2. Alternatively, calls on 3,000 equity shares @ Rs.12 each and amount paid to 2,000 cqu{ty
shares only Rs.8 each

The Balance Sheet of Star Company that went into liquidation is given below:

Equities Amount | Assets ~ | Amount

4,500 equity shares of Rs.100 each...................... 4,50,000|Plant and building 4,50,000
2,000, 10% Debenture of Rs.100 each.................. 4,00,000(Plant and machinery ................... P RS P MR 4,00,000
(mortgage on land and building) Stock 60,000
Bills Payable 50,000{Accounts receivable 50,000
Account Payable 80,000|Cash at bank 40,000
10,00,000| 10,00,000

The interest on debentures for 6 months remain outstanding,
The amounts realized by the liquidator on sale of various assets are as follows:

Land and building Rs.3,80,000
Plant and machinery Rs.3,00,000
Stock Rs.40,000

Account receivable realized only 80% of the book value.
The liquidator will be provided remuncration @ 5% on the value of assets realized on sales.
Required: Liquidator's Final Statement of Account

Solution: Star Company
: Liquidator's Final Statement of Account
Receipts Amount Payments Amount

To assets realized on sales By Liquidator's remuneration (7,20,000x5%) 36,000,

Land and building................cooeeevrrrerrrr, 3,80,000 By Preferential creditors (Salary) ........................ 20,000

Plant and machinery 3,00,000 By Debenture holders .

Stock.. 40,000 7,20,000] 10% Debentures...........oooorrrvvvooo... 4,00,000

To Accounts receivable realized (50,000 x 80%).... |  40,000| Interest on Debenture for 6

To Cash at bank : 40,000 months (4,00,000 x 10% x 6/12).d....... 20,000 | 4,20,000

'[By Unsecured creditors.................rerererrvrsene.. 1,30,000

(Bills Payable and accounts payable)
By Equity shareholders 1,94,000

4,500 share @ Rs. Rs.43.11 each)
8,00,000 8,00,000
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A hmxted.company went into voluntary liquidation. Its liabilities amounted to Rs.3,20,000 and
assets realized Rs.1,8,00000. The capital of the company consisted of 10,000 preference shares of
Rs.100 each, fully paid. There were also 10,000 equity shares of Rs.100 each, on which Rs.90 per
share had been called. Holders of 2,000 shares had paid up Rs.80 per share only.

Assume that preference shares have no prior right as to the capital, cost of winding up amount to
Rs.20,000 and that calls in arrears were duly collected.

Required: Liquidator's Final Statement of Account

Solutlony e 2o el Company
Liquidator's Final Statement of Account
Receipts Amount | Payments Amount

To Assets realized 18,00,000[By Cost of winding up 20,000

To Calls™- in - arrear collected ...........ouussereerecnes 20,000(By Unsecured Creditors............ccc.uumerserssssnesens 3,20,000

By Preference shareholders.... 7,90,000

By Equity Shareholders........c.coecnncunsissnnssnnsnnnns 6,90,000

18,20,000 18,20,000

Working notes: ¥
Super up available to pay preference shares and equity shares = 18,00,000 +20,000-20,000-32,000

Rs.14,80,000
Less: Paid to preference shareholders (difference @ Rs.10 each) Rs.1,00000
Paid to all preference and equity shares (20,000 shares @ Rs.G9 each) Rs.13,80,000
OTotal payment to preference shareholders (10,000 shares @ Rs.79 each) Rs.7,90,000
Equity shareholders (10,000 shares @ Rs.69 each) Rs.6,90,000
lllustration - 15|
The capital of a company which went into liquidation are as under:
10,000 A" Equity shares of Rs. 100 each Rs. 10,00,000
Less : Calls in amear. 1,00.000
9,00,000
10,000 'B' Equity shares of Rs.100 each Rs.60 called up.........cc..cimvnsrisssnissniisinens 6,00,000
A oS i AV O 0 e ot testrist ety east e nsisevscasobsesesarstimetsnssasarteirasesssssissssssasasssvanmt s sasinssssSvionseredd 1,00,000
) 7,00,000
Fixed 8sSets .....cocererenne Rs. 18,00,000
Current assets L SRR LR S N Rs. 8,00000
TS O O T T ey o ear Sehre sous b h e RaomssvassSpesdons PSR SueviLommis asossbissnsnsonshavbasarvaryesodaibnsd sobsisses Rs.16,00,000

A liquidator is appointed to make final distribution. Total assets realized Rs.2,200,000.
Liquidator's remuneration and expenses amounted to Rs.30,000.
Required: Liquidator's account showing final settlement

Solution: ... Company
Liquidator's Final Statement of Account
Recelpts Amount | Payments Amount
To assets realized 22,00,000(By Liquidator's remuneration and expenses 30,000
To Calls —in — amears collected.........cc.cccevvrnnnee 1,00000{By Unsecured Creditors .............ouuummescisssssansees 16,00,000
By Calls - in — advance refunded ..........ccoocc.evee. 1,00000
By Equity shareholders: /
A(10,000 shares R$.48.5) .......covureuvurrennesennes 4,85,000
LR B(10,000 shares Rs.8.5) ... 85,000
| 23,00.000 23,00,000
Working notes:
'A' equity shares @ Rs.100 each paid up Rs.10,00,000
'B' equity shares @ Rs.60 each paid up 6,00000
Difference @ Rs.40 each paid up 4,00000
Surplus available to pay shareholders = 22,00,000+1,00,000-30,000-16,00,000~1,00,000=5,70,000
Less: Difference amount paid to 'A’ equity shares (10,000 shares x Rs.40) = 4,00,000

Paid to all 'A" and 'B' equity shares (20,000 shares x Rs.8.5) 1,70,000
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lllustration - 16
A joint Stock Company with an equity share capital of Rs. 5,00000 of Rs. 100 each went into
voluntary liquidation. The assets of the company realized Rs.3,80,000. The expense of liquidation
was Rs.10,000. The liquidator was entitled to a commission of 2.5% on the value of assets realized
and 5% on the amount distributed to equity shareholders. The outstanding liabilities of the

company were Rs.2,45,000.
Required: Liquidator's Final Statement of Account
Solution: wsensenncJoOInt Stock Company
Liquidator's Final Statement of Account
Receipts Amount ] Payments Amount
To Assets realized 3,80,000[By Liquidation expenses 10,000
: By Liquidator's remuneration:
On assets realized (3,80,000 x 2.5%)........9,5000
On amount distributed to equity shareholders
(110,000 x 5%) 5,500 15,000
By Unsecured creditors . 2,45,000
By Equity Shareholders(@ Rs. 22 each) ............. 1,10,000
3,80,000 3,80,000
Working notes:

Amount available to pay equity shareholders and liquidator's remuneration on amount distributed
to equity shareholders = 3,80,000 — 10,000 — 9,500 - 2,45,000 = Rs. 1,15,500

Payment to equity shareholders = Rs.1,15,500 x 18—(5) =Rs. 1,10,000

lllustration - 17

White Company Ltd. went into voluntary liquidation. The company has total share capital of
1,000, 12% preference shares of Rs.100 each fully paid, having preferential rights as to both
dividend and capital, but there is no mention in the memorandum that the preferential dividend
were to be paid in the event of winding -up, 2,000 ordinary shares of Rs. 100 each, Rs.60 each per
share called and paid up, 3,000 ordinary shares of Rs.80 per share called up and the value of share
is Rs.100. The assets realized Rs.3,40,500. The liquidator's remuneration and expenses amounting
to Rs.20,500. Liabilities were Rs.3,10,000.

Required: Liquidator's Final Statement of Account

Solution: White Co. Ltd.
Liquldator’s Final Statement of Account
Receipts Amount | Payments Amount
To Assets realized 3,40,500(By Liquidator's remuneration and €Xpenses ........ucsummsees 20,500
To share call money received: By Unsecured creditors (Liabilities) 3,10,000
2,000 ordinary shares @ Rs. 40 each........... 80,000|By Preference shareholders (1,000 shares @ Rs. 100 each).... | 1,00,000
3,000 ordinary shares @ Rs. 20 each........... 60,000{By ordinary shareholders (5,000 shares @ Rs. 10 each)........... 50,000
4,80,500] 4,80,500

lllustration — 18

« The Balance Sheet of a company is as follows:

Equities Amount Assets Amount
3,000 equity share capital of Rs.100 each, Land and BUllding .....issessscsiissssrssosresrence v 2,00,000
Rs. 75 called up 2,25,000(Plant and machinery.......uuwueesesissenscnsseinns 2,40,000
10% Preference share capital of Rs.100 each fully Inventory 1,90,000
paid up 1,00,000/Accounts receivable ..........rmircsnecsisesiannes 62,000
8% Debenture.......cc.coureerereerercnnes 2,00,000(Cash 20,000
Account payable 2,25,000(Profit and loss account : 50,000
Preference dividend due... 12,000
7,62,000 7,62,000
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The company went into voluntary liquidation. The assets except cash realized Rs.450000 including
Rs.1,80,000 on sale of plant and machinery, which was mortgaged against 8% debenture. The
liquidator was entitled to a remuneration of 4% on value of assets realized and 2% on amount paid
to equity shareholders. The cost of liquidation was Rs. 12,000.

Required: Liquidartor's Final Statement of Account.

Solution: Star Company
Liquidator's Final Statement of Account
Receipts Amount r Payments Amount

To Assets realized .....,.....cooeeuvveirecnreennnns 4,50,000(By Liquidation expenses .| 12,000

To Cash 20,000{By Liquidators remuneration (4% of 4,50,000)................. 18,000

To Call made (3,000 X 25)......ccvverrmrvrssncee 75,000/By 8% Debentures 2,00,000

By Accounts payable e | 2,25,000

By Preference share with preference dividend Rs. 90 each. | 90,000

5,45,000 : 5,45,000|

%@ﬁ\'ﬁﬁ U¥Tg® (Theoretical Questions)

L.

Fox WP

mwﬁwqﬁmammmmmmmﬂml
("Settlement of liabilities are required in preferential basis in liquidation of a company”. Discuss in

brief.)

FIHIRT faee 9=l & THES ? (What do you mean by liquidation of a company?)
FHugHY faraeer fafuss e ’T(i’tﬁ'{ | (Describe the different mode of winding up.)
qgf?am e m AT ATEAT TE{'E?I’E[ | (Explain the preferential creditors.)
faTeTe SREE I "'I'-:Iiﬁ'({ | (Write the causes ofliqﬁidation.)

(A TINIcHS YHEEE (Practical Problems)
£

Following information are given to you provided. You are required to calculate liquidation
remuneration under different condition. Liquidation's remuncration is fixed 5% on of asscts
realized and 2% on amount distribution among on unsecured creditors only.

S COUTEAICTOAIEONS. (o, 5o faseseessteevesssssnesossenssosorinesinsionsnssssasssiornspassst sassssnsssbonsstshesssaase Rs.2,60,000
Preferential CLEditors .....oueiuerieiiieeriiinesiisireereesesesessesessrssaess e ssssss st Rs.40,000
LiqUidator's EXPENSES vuvuuucurereuemeniiis cesrisrsississensssessmssssss s sttt Rs.50,000
12% Debenture .........coevivienivennan. B s Rs.3,00,000
UnSECULed CrEdItors .vviveiriurerieerieriiieieses seeeresesseesssssessessstesstsansastensstsnss s sassaes ..Rs.4,00,000
10% preference shares Rs.100 €ach ........covmeieienerensicinimnininiess e Rs.5,00,000
Equity shares 0f Rs.100 €ach .......cceceerrveeiinermnmsisisnssissiisssss e Rs.10,00,000

If Assets realized: (a) Rs.12,00,000 (b) 8,00,000. (c) 11,10,000

Required: Calculate liquidator's remuneration under above conditions ,
Ans.: (a) Rs.68,000; (b) Rs.63,431.37; (c) Rs.42,156.86
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A joint stock company was liquidation on 31/12/2012 and a liquidator was appointed, he gathers
the following information. You are required to prepare liquidator's final statement of account,

* . Preference share capital @100 each 14.60 called up Rs.6,00,000

*  Equity share capital.

* 5,000 equity share @ Rs.100 each fully called up and paid up Rs.5,00,000

* 4,000 equity share @ 100 each Rs.80 called up Rs.3,20,000

All creditors including preferential creditor 14 to Rs.4,00,000. Liquidator entitled to commission
of 2% on all assets realized and 3% amount distribution to equity share holder. Under the article of
association, preference shareholders have priority of over the equity shareholder. If Assets realized
were (a) Rs.20,00,000 (b) Rs.15,00,000 (c) Rs.1 1,00,000. liquidator's expenses was Rs.20,000.
Ans.: (a) Amount paid to equity shares: 5,000@ 110.29 and 4,000@ 90.29 (b) 5,000 Shares @ 57.43 and 4,000 Shares @ 37.43 (c) 9,000

Shares @ 14.88677
- G
Following balance sheet located ar Bhakrapur. As on 31/12/2012.
s Liabilities Amount Assets ‘| Amount
Share Capital: Goodwill 40,000
2,000, 10% preference share..............oo........ 2,00,000|Plant and machinery 4,60,000
3,000 ordinary share @ 100 Rs.80 called up.ii 240,000 land and building 4,00,000
4,000 ordinary share @ Rs.100 each Rs.60 called up. | 2,40,000Fumiture and fixture 4,50,000
% Debenture (Floating charge all Assets).......... 5,00,000 Investment 5,00,000
ecured creditors 3,00,000|Cash and bank balance 2,40,000
% Outstanding salary 1,20,000 Preliminary expenses. 60,000
Tax payable 40,000
/ ccount payable 1,00,000 : e
éundry creditors 60,000
(7] YRetained eaming....... 2,00,000
Profit and loss 1,50,000
21,50,000 21,50,000

The company going to liquidation on that date and all payment was made on 30 June 2013. The
liquidator realized the assets of the company as follows:

Lol G el R S O R SRR SR R No value
peeddiMEhinGy . O s e L e Rs.1,50,000
Land and building (security given to secured SRBAIGOTE)L.. it e e e Rs.2,90,000
Furniture and fixuwre.......... e e TR T e Rs.5,00,000
B N R Rs.2,00,000

The preference dividends were arrears from last 2 year. The sum of preference share capital and
dividend arrear were paid before amount distribution to equity sharcholder. The liquidator's
expenses Rs.10,000 and remuneration fixed Rs.15000 plus 2% on amount distribution among
preferential and unsecured creditors. Debenture holders are paid on 30 June 2013 with interest.

Required: liquidators final statement of account on 30 June 2013.
Ans.: 7,000 equity shares @ 5.485

( -

B limited company went into voluntary liquidation with thg following liabilities:

A : Particulars 9 1% Amount
2y Arade creditors » 12,000
Bank Overdraft & 20,000
lCapltalz 10,000 Preference shares of Rs.10 each, Rs.7 called (Wt PAIOT FIONLS) covisrerbiisnssossiassessmessssnsisnstsessncrins 70,000
! 10,000,Ordinary shares of Rs.10 each, Rs.9 called up 90,000
I Less: Calls in arrears 2,000/ 88,000
ICash received in anticipation of calls: SR
f On preference shares : 24,000
! On ordinary shares 4,000 | 28,000
g1
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The assets realized Rs.2,00,000. Expenses of liquidation amounted to Rs.2, 000 and llqludator s
remuneration Rs.3,000. Prepare liquidator's final account. i

' Ans.: Equity Shareholders @ Rs.6.70 per share Rs.67,000

From the data relating to a company (in voluntary liquidation), you are asked to prepare liquidator
statement of account.

{ a)  Cash with liquidator (after all assets are realized and secured creditors and debenture holders

are paid) is Rs.6,73,800.
b)  Preferential creditors to be paid Rs.30,000 ol 17
c¢)  Other unsecured creditors Rs.2,15,000.
’ d) 4,000 6% preference shares of Rs.100 each, fully paid.

€) 2,000 equity shares of Rs.100 each, Rs.75 per share paid up.,
f) 6,000 equity shares of Rs.100 each, Rs.60 per share paid up.
g) Liquidator's remuneration 2% on preferential and other unsecured creditors.

Ans.: Equity Shareholders 8,000 shares @ Rs.8.23 = Rs.65,900

" 4 The Ultra Ltd. went into liquidation. Its assets realized rs.3,50,000 excluding amount realized bﬁj

sale of securities held by the secured creditors. The following was the positions.

Shire Capital: 1,000 shates OFF,fot.ciotiisossmisiasescsssoismonsis isssssssssssisssomssn Rs.100 each Rs.1,00,000
S e U T e AITOTS it i) oot ot 3hskeir Janaissbscassntotosnaehassssssires sisbnsaadasusnsiassnsnsqisssnsrassnisiose Rs.6,000
UNSCCUIEd CTEItOLS «...ocoveruessurasassensesssnsosssesissssasasassssasasmansasssessnsasssasastasssssssssssnsesessasaos Rs.1,40,000
Debentures having a floating charge on the asset of the company .......c.ccovuniiiiiniiinnnns Rs.2,50,000
Liquidation EXPEnses .......cueuuereriseersesssssnniniissssisssis sttt Rs.5,000
Liquidator's REMUNEIAtON. .....uvvserusssrsiesssrssessssssesssssssssss bt etssss st Ra.7,500

Prepare the liquidator's final statement of account.

Mr. X has been appointed as liquidator of ABC Ltd. The Balance Sheet at the time of liquidation
i.e. 1/1/2012 is given below:

Ans.: Unsecured Creditors (@Rs 86,500/140,000) Rs.86,500

Balance Sheet of ABC Ltd

.- As at 1# January. 2012 2
Liabilities | Amount Assets | Amount
Equity Share Capital (R$.10) cccc.crversssuurerssssinne 2,00,000|Fixed Assets i 1,50,000
Debentures ....... 1,00,000]StOCK ...oocrneeescesiersersnes ‘ 1,50,000
Loans.. Hf 50,000{Sundry Debtors {125,000
Creditors 50,000(Cash | 5,000
Profit and Loss Alc } 45,000
4,00,000 | 4,00,000

Fixed assets are sold for Rs.1,20,000 to a Debenture holder holding Rs.40,000 debentures and cash
realized from debtors was Rs.80,000 and the liquidation expenses amounted to Rs.1,000.
Liquidator is paid Rs.1000. Liquidator is paid Rs.1,000 fixed allowance plus 2% commission on
collection including cash in hand Rs.5,000 as remuneration. Stock is sold for Rs.10,000.
Required: Prepare the liquidator's statement of account.

Ans.: Equity shareholders (B/S figure) payment @ 4.75% =Rs.9,500

%

4 ‘ 645" &
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Question No. 8
Limited company went into liquidation having the following liabilities.
Secured creditors Rs.20,000 (securities realized Rs.25,000) 2y
b)  Preferential creditors Rs600 '
c)  Unsecured creditors Rs.30,500
Liquidator's expenses amount to Rs.252. The Liquidator is entitled to a remuneration of 3% on
the amounts realized an /2% on the amounts distributed to unsecured creditors. The various
assets (excluding securities) realized Rs.26,000

Prepare Liquidator's Final Statement of Account.
Ans.: Liquidator's Commission = Rs.1,953; Unsecured Creditors (Paise 92.44 in the Rupee) = Rs.28,195

'l

Question No. 9 {dﬁw\’“% g
The Balance Sheet of Siffle Ltd. as on 31* December 2012 was as follows::
Liabilities Amount Assets Amount
Share: 8,000 Preference shares of Rs.10 each 80,000{Land and BUIldING ...........cmuremmerererrsosrssoo 25,000
12,000 Equity shares of Rs.10 each ... | 1,20,000(Other Fixed ASSetS...................oo... 2,00,000
BanK Coa s e e R 00,000 Stocke i ot L e 5,25,000
8% Debentures 1,00,000{Debtors........ 1,00,000
Interest outstanding on Debentures............ 8,000|Profit and Loss Alc ¢ 58,000
Creditors....\Ja1.58. 2,00,000 los4.

9,08,000 9,08,000

The company went into liquidation on the date. Prepare Liquidator's Statement of Account after

taking into account the following: ‘

a)  Liquidation expenses and liquidator's remuneration amounted to Rs.3,000 and Rs.10,000
respectively. : « Aso,

b) BaEk lqanywas sccuxscscby gli ge of stogl:w

¢)  Debentures and Interest thereon are secured by a floating charge on all assets.

d)  Fixed assets were realized at book values and current assets at 80% of book values; -

Ans.: Preference shareholders @ Re.0.50 on 8,000 shares Rs.4,000
The capital of the XYZ Company Ltd. (in voluntary liquidation), consists of 2,000 preference
shares of Rs.100 each fully paid up 8,000 ordinary shares of Rs.100 each fully paid up, 6,000
ordinary shares of Rs.100 each, Rs.80 per share paid. up. Under the article of association the
preference shares have priority as to repayment of capital over the ordinary shares.
The cost of Liquidation including the Liquidaror's remuneration amounted to Rs.2,000 and the
creditors Rs.85,000. The assets realized Rs.3,09,000. The calls made by the liquidator on party
paid ordinary shares was fully paid except 200 shares which was irrecoverable. The calls is made for
Rs.15 each.
Required: Liquidator's Final Statement of Account.

Ans.: 5,800 Ordinary Shares @ Rs.5 each = Rs.29,000

Seema Limited Company went into voluntary liquidation with the following liabilities:

1 e Particulars Amount
R A SRR 12,000
Bk Ovordmi S Sl e, e . .| 20,000
(Capital: 10,000 Prefrenca Shares o R 10 sach, Rs.7 Galed ... 70,000
‘ 10,000 Ordinary Shares of Rs.10 each, Rs.9 Called Upisines 90,000

, Less: Calls in Arrears......... ; 2,000 88,000
Cash Received in Anticipation of Calls:

| ol el e T e S S 24,000
[’ On Ordinary Shares (The Calls in Arears are duly collected) 4,000
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The assets realized Rs.2,00,000. Expenses of liquidation amounted to Rs.3,000 and ]iquidator's
remuneration Rs.2,000. The Preference shares have priority over ordinary shares.

Required: Liquidator's Final Statement of Account.

Question No. 12

The Balance Sheet of D Company Ltd. as on 31* Decembeér 2012 was as follows:

Ans.: Equity Share holders @ Rs.6.70 per share = Rs.67,000

Liabilities Amount Assets Amount

8,000 Preference Shares of Rs.10 each 80,000|Land and Building 50,000
12,000 Equity Shares of Rs.10 each ? 1,20,000{Other fixed Assets 1,75,000
Bank Loan 4,00,000|Stock 5,25,000
8% Debenture L0, D5 ]SSR SRR Je SR AR 8 1,00,000
Interest Outstanding on Debentures.................. 8,000]Profit and LOSS AJC........cocmeemererreusnssssaissesssnssaes 58,000
Creditors... 2,00,000 g ,

| 9,08,000 9,08,000

The Company went into liquidation on the date. Prepare liquidator's statement of account after

taking into account the following:

a) Liquidation expenses and liquidator's remuneration amounted to Rs.3,000 and Rs.10,000
respectively. :

b) Bank loan was secured by pledge of Stock.

c) Debenture and interest thereon are secured by a floating charge on all assets.

d) Fixed assets were realized book values and current assets at 80% of at book values.

. Ans.: Preference Shareholders (at the rate of Rs.0.50 per share) = Rs.4,000
Question No. 13
ABC Ltd. was placed in voluntary liquidation on 31 December 2012, when its balance sheet was

as follows:
{ Liabilities Amount | Assets | Amount
{Issued Share Capital . —24:260:Freehold Premises ... -6,80,000
50,000 Equity Shares of Rs.10 each.......5,00,000 Plant and Machinery. 1,89,000
Less: Calls in Amears............cocuerserermseenne 25,000| 4,75,000{Motor VENICIES .......ccuuruurmmnesismnsssismerssssssssssssssssaasnns 57,500
6,000,5% cumulative Pref. share of Rs.10 each... | 6,00,000{Stock 1,86,000
Share Premium B0 000 DO IDIS e it sivabsssnisinser ainssidreasiarcismvenie l 74,000
15% Debenture Account 1,00,000|Profit and Loss Alc | 2,14,000
llnterest on Debenture 2,500 |
'Bank Overdraft 58,000
Creditors... 1,15,000 -
14,00,500{ 14,00,500

The Preference dividends are in arrears from 201% onwards.
The Company's articles provide that on liquidation: Out of the surplus assets remaining after
payment. of liquidation costs and outside liabilities, there shall be paid firstly all arrears of
preference dividend, secondly the amount paid up on the preference shares together with a
premium thereon of Rs.10 per share, and thirdly any balance then remaining shall be paid to the
equity shareholder.

The bank overdraft was guaranteed by the directors who were called by the bank to discharge their
liability under the guarantee.

The directors paid the amount to the Bank. The liquidator realized the assets as follows:

Freehold premises ....cuvuuerieriesesessisscssisics it Rs.6,00,000
Blantand MachitIery: S s it seesstsisinentinsssissssasnssgirassessthmmsssaspioussonssnsensssessnsasss Rs.3,40,000
Motor Vehicles

SR OCKE e S el e s vk e e e vavsissnasidoriane

IDebOLS. sssecvecsonse
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Creditors were paid less discount of 5 percent. The debenture and accrued interest were repaid on
31" March 2012. Liql>idation cosglwcrc Rs.3,820 and the liquidator's remuneration was 2% on
the amount realized. ' OO\ &5 £

Required: Prepare the Liquidator's Statement of Account.

Question No. 14

The following is the balance shect of a company, which went into liquidation:

Ans.: Equity Shareholders Rs.1,54,500

Liabilities Amount Assets Amount
Share Capital: : Land and Building 10,00,000
50,000 preference shares of Rs.10 each fully paid..... 5,00,000{Plant and Machinery................cceeveressscrns 5,00,000
30,000 X' ordinary Shares of Rs.10 each fully paid ... | 3,00,000|Investment 3,00,000
20,000 Y ordinary Shares of Rs.10 each Rs.8 paid .. | 1,60,000(Stock in Trade 1,00,000
10% Debenture having 1! charge on land and building... | 5,00,000|Sundry Debtors | 1,80,000
12% Debe" of having 2 charge on Land & Building. | 5,00,000|Cash at Bank 20,000
Preferential Creditors....... 20,000
Sundry Creditors......., 1,20,000
21,00,000 21,00,000
A Liquidator is appointed at a remuneration of 2% on the assets realized. The liquidator realized:
Land and Building Rs.8,50,000
Plant and Machinery Rs.5,50,000
Investment - Rs.3,00,000
Stock in trade Rs.70,000
Sundry Debrors Rs.1,80,000

Required: Prepare Liquidator's Final Statement of Account.

Ans.: "Y' Equity shares 20,000 @Rs.4.62 each Rs.92,400
Kamini Limited Company with a paid up capital of Rs.1,50,000 in 10% preference shares of
Rs.100 each and Rs.5,00,000 in Equity shares of Rs.100 each, went into voluntary liquidation. The
preference dividends were in arrear for the last two years and are payable on liquidation. The
various assets realized Rs.6,75 OO(}thhe expenses of liquidation amounted to Rs.3,000. The
liquidator is entitled to a cdﬁl}x(rs'slfon of 4% on assets realized and 10% on amount distributed to
equity shareholders. The liabilities of the company were of Rs.3,00,000.

N, 0
uired: Liquidators rinal Statement o ccounts.
Required: Liquidators Final S fA

Ans.: Equity Shareholders (5,000 shares @ Rs.30 each) = Rs.1,50,000
Question No. 16 g .
The Balance Sheet of Y Hospital Ltd; which went to liquidation has been given below:

Liabilities Amount Assets Amount

Share capital: B00AWIIl 5o stiiai i i, e 200,000
'A' Share of Rs. 100 fully paid ................ocoorererrrnens 500,000{Land and building ...........cccreersesmermmreesivsnsennens 500,000
'B' Share of Rs. 100 each Rs. 80 paid.................... 400,000(Plant and MAChINETY ........cvrvrvvvvesmssmarmrrnsrrensnenns 300,000
10% Mortagage debentures...............ccooovovorvionne 200,000] INVODIOIY AT eksrscslararsrssessisiivndsssmssssenst BT s s 150,000
Accounts payable 300,000/Accounts receivable.............ovvuuerevemeesivnssonens 200,000
Liabilities for expenses (all preferential)................. 50,000|Cash at bank 20,000
Profit and l0SS VG ..hwessissisassissdaptsmsssssssassssssins 80,000

14,50,000 14,50,000
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A liquidator was appointed and has realized all assets and paid out liabilities including the security
in the hands of secured creditors. He was promised a payment of 2% on assets realized as
remuneration and 5% of amount payable to unsecured creditors plus necessary expenses incurred
on realization.

The assets realized: e
3 OO L e L o5 o hiheses Sdasesadisaliassinarssasiossehassoafmesoiics No value
O A I B et ieds b samsns asvirinecssntonsaoaneinsnsivsiveg sbrmensiessisonnares Face value
Plant and machinery (given as SeCurity) ......ccoeuvruurrneruermssnenans, Rs.150,000
Y CTI Oyt T tinsac e rac il ins s eTivmens sosensnnbontossehondistsssshinniuias Rs.120,000
I D U] R CE IV | B e L b httssansnsoneessbodbobsnes rhos oissonis Rs.150,000

Required: Liquidator's Final Statement of Account.

f Question No. 17

ABC Company passes a resolution for voluntary winding-up on March 31, 2010 when its Balance
Sheet stands as follows:

Ans.: 5,000 'B' shares @ Rs.25,66 each Rs.1,28,300

Liabilities Amount Assets Amount

Capital: 2 Plant and Machinery 3,650,000
50,000 fully paid Equity Shares of Rs. 20 each........... 5,00,000|Fumiture and Fittings 1,000
2,000 fully paid 6 percent, cumulative preference Stock in hand 1,00,000
shares of Rs.100 each 2,00,000|Sundry Debtors 2,50,000
7% Debentures (Secured on Plant & Machinery) 1,00,000|Cash in hand 200
Unsecured Creditors 3,50,000| Profit and Loss Account (DF) .......cccccecccoucessssvssssssisees 4,48 800!
11,50,000 11,50,000

Dividend on Preference Shares remains unpaid for full one year.

Interest (Payable annually on Dece. 31) on Debentures has been paid up to December 31 last.

Unsecured Creditors include Rs.2,000 as preferential Creditors.

Plant and Machinery realize Rs.2,80,000; Furniture and Fittings Rs.400; Sundry Debrtors

Rs.1,50,000. Stock realizes nothing.

*  The winding up is completed on June 30, 2010 when the debentures are repaid.

»  The expenses of winding up amount to Rs.3,006.

*  The liquidator's remuneration consists of 4 percent, on realization of Assets excluding cash in
hand, and 2 percent, on distribution amongst unsecured creditors only.

«  Draw up the liquidator's Statement of Account as at the end of the winding up.

Ans.: Unsecured Creditors (Balancing figure) Rs.2,98,900
Question No. 18
T. Ltd. was placed in voluntary liquidation on 31* December 2011, when its Balance Sheer was as

follows:
Liabilities Amount Assets Amount |
Issued Share Capital: Freahold faclofyssn sk inassississetiss 5,80,000
50,000 Equity Shares of Rs.10 each fully paid Plant and Machinery .. ..l 2,89,000
iess calls in arrears amounting to 4,75,000{Motor VEhicles .........cocevmrerrvunisnruans 57,500
Rs.25,000 et i T R o S S 1,86,000
6,000 5% Cumulative Preference Shares 6:00.000|Deblors: s m iin, e BRI L s 74,000
of Rs.100 each fully paid.........ccoveruemnriserenee 50,000|Profit and Loss ACCOUN..........cccverviueruirenes | 2,14,000
Share Premium Account 1,00,000
5% Debentures Account 2,500 {7
Interest on Debentures 58,000 7
Bank Overdraft o 1,15,000 ! /\
(Creditors. sesssasn G ey o S e
14,00,500 | 14,00,500




The Preference dividends are in arrears from 2008 onwards.

The company's articles provide that on liquidation, out of the surplus assets remaining after
payment of liquidation costs and ourside liabilities, there shall be paid firstly all arrears of
Preference dividend, secondly the amount paid up on the Preference shares together with a
premium thereon of Rs.10 per share, and thirdly any balance then remaining shall be paid to the

- equity shareholders.

The Bank Overdraft was guaranteed by the directors who were called upon by the Bank to
discharge their liability under the guarantee. The directors paid the amount to the Bank.

The liquidator realized the assets s follows:

R g B T e e S N SR N Rs.7,00,000
et Ll e R R S I RIS Rs.2,40,000
LR i R R S e A SN Rs.59,000
SR R Y 0 K S S R R SR ) SO Rs.1,50,000
e Sk B R T o O RS DR Rs.60,000
I PR e I S S R R e s e G e Rs.25,000

Creditors were paid less discount of 5 percent. The debenture and accrued interest were repaid on
31" March 2011.

Liquidation costs were Rs.3,820 and the liquidator's remuneration was 2 percent on the amounts

realized.

Prepare the liquidator's statement of account.

Question No. 19

Shera Company went into voluntary liquidation on December 31, 2012 when the following
balance sheet was prepared:

Ans.: Equity Shareholders (Balancing figure) = Rs.1,54,500

Liabilities Amount Assets Amount
14,520 Ordinary Shares of Rs.10 each ............. 1,45,200|Goodwill 30,000
Sundry Creditors: Leasehold Property ; 25,000
Preferential 4,050 Plant and Machinery 37,400
Partly Secured............coooooovorereens 29,180 SlocK trer il Lot a g e e 58,550
Unsecured 77,160 | 1,10,390{Sundry Debtors 46,220
Bank Overdraft (Unsecured)..............coooonnne.. 1,160|Cash............ccrrunecce. 500
! PrOftaNg.[0SSTAIC. s st i e 59,080
2,56,750 2,56,750

The liquidator realized the assets as follows:
Shareholders property which was used in the first instance to pay the partly secured

il e ) e G L RS IS £ S e Rs.18,000
Plant and Machinery....................... B A L e SRR O e Rs.25,000
RO ot A e A L e e R e T Rs.31,000
e b7 ) T SR e R o, e R O Rs.43,500
EoT i R PR W S BT e SN s Rs.500

The expenses of liquidation amount to Rs.500 and the liquidator's remuneration was agreed at
2.5% on amount realized and 2% on the amount paid to unsecured creditors.
Required: Liquidator's Final Account Showing Distribution.

Ans.: Ordinary Shareholders @ Rs.0.08 per Share Rs.1,161.60
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Question No. 20

ABC Company Passes a resolution for winding up on March 31, 2012, when its balance sheet

stands as follows:
Liabilities Amount Assets Amount |
50,000 Equity Shares of Rs.20 each................. 5,00,000 [FiXed ASSELS ....vvvcccserserressssssrsssssssssssmassssssssesess 5,01,000
2,000, 6% cumulative preference Shares of ClimontAssets e o b i s i | 2,00,200
Rs.100 each 2,00,000Profit and Loss Alc 4,48,800
7% Debentures (with floating changas) .............. 1,00,000
Unsecured Creditors 3,50,000 !
11,50,000 | 11,50,000

Interest on debenture has been paid up to March 31 of current year. Fixed assets realized 2,80,000
while current assets realized 1,50,000.

The Expenses amounted to Rs.3,006

The liquidator's remuneration consists of 4 percent on realization of assets and 2% on distribution
amongst unsecured creditors only.

Draw up the llquldator s Statement of Account as at the end of the winding up.

Ans.: Unsecured Creditors Rs.3,04,284.31
Question No. 21

Goods Ltd., went into voluntary liquidation on 31* December, 2012. The balance in its books on
that date were:

Capital Amount Assets | Amount
Share Capital: Land and Buildings { 2,50,000
Authorized and Subscribed: Machinery and Plant } 6,25,000
5,000, 6% Cumulative preference shares of Rs.100 Patents | 1,00,000
each fully paid 5,00,000|Stock | 137500
2,500 Equity Shares of Rs.100 each Rs.75 paid...... 1,87,500!Sundry Debtors | 275,000
7,500 Equity Shares of Rs.100 each Rs.60 paid...... 4,50,000(Cash at Bank | 75000
5% Mortgage Debentures 2,50,000 Profit and Loss Alc | 3,00,000
Interest Outstanding 12,500 .
Creditors 3,62,500 | B
17,62,500 | 17,62,500

The liquidator is entitled to a commission of 3% on all assets realized expect cash and 2% on
amounts distributed among unsecured creditors other than preferential creditors.
Creditors include preferential creditors Rs.37,500 and a loan for Rs.1,25,000 secured by a

mortgage on land and buildings. The preference dividends were in arrears for two years. The assets
realized as follows.

L e e e e A i e e A e e Rs.3,00,000
Machinery and Plant........c.ceoceceerereensnsnonens It R P R e Rs.5,00,000
T bt s R e e S SRSRRE NN, T B el LR e et s e 1Y Rs.75,000
T e g i v TRt Ul ottt N S S RIS S s T (P L NS Rs.50,000
DALy D D oS e s e (S LI L S R Rs.3,00,000
The expenses of liquidation amounted 10 .......o.ccuvivivciiciniciciniii e Rs.27,250

Required: Prepare the liquidator's Final Statement of Account.
Ans.: Equity Shareholders Rs.47,000
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Question No. 22

Balance Sheet of Sona Limited
As on 31 December, 2012
Liabilities Amount Assets Amount
Paid up Capital: Fixed Assets:
1,000, 6% Preference shares of Rs.100 each....... 1,00,000{ Landand Building 2,20,000
2,000 Equity Shares of Rs.100 each fully paid ..... 2,00,000{ Plantand Machinery 2,00,000
3,000 Equity Shares of Rs.100 each Rs.50 paid | 1,50,000{Current Assets:
Secured Loan: Stock 90,000
6% Debentures (Floating Charge on all assets)... | 1,00,000] Debtors 1,10,000
Others: (Mortgage on land and Building) ............. 1,00,000{ Cash at Bank 30,000
Current Liabilities: : Miscellaneous Expenditures:
Sundry Creditors 90,000] Profitand Loss Alc 1,00,000
Income Tax 10,000
7,50,000 7,50,000

The Company went into liquidation on 1* January, 2013. The Preference dividends were in arrear
for three years. The arrears are payable on liquidation. The assets were realized as follows:

Coprion TR 8 e s A S A ot S8 K S R Rs.2,40,000
IR BT T R A e e S O R S A Rs.1,80,000
S el B N R A Rs.70,000
ORI R T R o e R S SN G L S Rs.60,000

The expenses of liquidation amounted to Rs.8,000.

The liquidator is entitled to a commission at 2% on all assets realized and 3% on amounts
distributed to unsecured creditors. The interest on debenture is paid up to0 30™ June 2012 only. All
Payments were made on 30" June, 2013.

Required: Prepare Liquidator's Statement of Account.

-4
8 Question No. 23 o0°

RK Limited Company with a paid up capital of-Rs.200,000 is 1,00,000 preference share of Rs.10
each and 200,000 equity shares of Rs.10, each went into voluntary liquidation. Under the articles
of association the preference shares haveio priority over ordinary (equity) shares. The cost of
liquidation including liquidators remuneration amounted to Rs.20,000. The unsecured creditors
amounted to 30,000, the secured creditors amounted to Rs.50,000 and partly secured creditors
(holding assets valued Rs.75,000) amounted to Rs.1,00,000 AS o ving _5‘9(;2”/ angIu

The Various assets including thé§dfH the hands of secured 4n partly secured creditors realized
Rs.18,00,000.

Required: Prepare Liquidators Final Statement of A/c.

Ans.: Equity Shareholders 2,00,000 Shares of Rs.4 each = Rs.8,00,000
Question No. 24
The Balance Sheet of Y Ltd. has been given below:

Ans.: Equity Shareholders Rs.1,37,000

Liabilities Amount Assets Amount
Share capital; Land and building 400,000
Equity share of Rs. 100.............coo.vvvvieees 500,000 Plant and machinery .........co.occccoooeveevesesren.... 300,000
Less: Calls in amears.........o.o....oveevveeernnne. 20,000/  480,000Inventory 100,000

10% Mortagage debentures..............cccoowrerrcvrernenn. Accounts receivable o 3 50,000

(Secured with plant) 250,000{Cash at bank 20,000
Accounts payable ................ 400,000(Profit and loss ... 2,80,000
Preferential creditors 20,000

11,50,000 11,50,000




)
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Owing to high accumulated loses the company went into voluntary liquidation. A liquidator was
appointed at a remuneration of 4% on assets realized and 5% of the amount distributed to Equity
Shareholders. The liquidator's expenses to Rs.20,000. The assets realized as follows:

Land and Building ......c.c.cueemumresssssmsecsniinnicictiensnnicsisssisiennnsssssssene Rs.402,000
Plant and mMachinery .......c..cvcsereemsesssssesesssesseisessnenssssascasensesssssessssssssisssssssssasssses Rs.275,000
TEAVETICOLY 110 vooniysessrsssscusssssossessseipbastieisssesssncnsstsisusnsssassnsisasssnsssassnssniusissssmsaarssssanss Rs.75,000
Accounts ReceiVable... oo . citiseisiscissssasssaisesssnssosssessssarasasassrassssasssossassssasusssninesssbae Rs.37,292

Required: Liquidaror's Final Statement of Account.

Question No. 25

A Company went into liquidation on 31 Ashad 2070, when the following balance sheet was

Ans.: Equity shareholders Rs.81,714

prepared.
Liabilities Amount Assets 1' Amount
Capital: 10,000 preference shares of Rs.15 each.. | 1,50,000|Land and Building | 2,00000
20,000 equity shares of Rs.10 €ach ......cccevvreceves 2,00,000|Plant and Machinery 2,50,000
30,000 equity Shares of Rs.10 each Rs.5 paid up.. |  1,50,000{Stock 1,20,000
Loan secured by hypothecation of land & Building. |  2,00,000{Debtors ’ 1,10,000
Preferential Creditors 10,000|Bank { 50,000
Sundry Creditors 1,00,000|Profit and Loss 80,000
8,10,000 8,10,000

The liquidator realized the assets as follows:

Land and Building Rs.2,00,000

Plant and Machinery Rs.2,20,000

Stock Rs.65,000

Debtors Rs.65,000

Bank Rs.50,000

The expenses of liquidation amounted to Rs.10,000 and the liquidator is entitled to a commission
at 2%, on assets realized and 3% on amount distributed to unsecured creditors other than
preferential creditors.

Required: Prepare a liquidator's final statement of account showing the payment per equity shares.

Ans.: Equity shareholders 30,000 @ Rs.0.30 each Rs.9,000
Question No. 26

The Bad Company Limited passes a resolutions for voluntary winding-up December 317 2012,
when its balance sheet stood as follows:

Liabilities Amount Assets Amount

Capital: 5,000 Fully paid equity shares of Plant and Machinery 4,00,000
Rs.100 each 5,00,000|Fumiture and Fitting 10,000
2,000 fully paid 6% cumulative preference Stock in Hand 41,000
shares of Rs.100 each ; 2,00,000{Sundry Debtors 2,50,000
... 7% Debentures (Secured on plant & machinery) | 4 ,00,000|Cashin hand 10,000
SrSiRg sloon | 350,000|Proftand Loss Account. 4,39,000

11,50,000 T | 1450,000

Draw up the liquidators statement of Accounts as at the end of the winding up by considering the
following related information.



ROY puEt e

a)
b)
<)
d)

e)
f)

Dividend on preference shares remains unpaid for full one year.

Interest (payable annually on June 30) on deb enture has been paid up to June 30%, 2013 only.
Unsecured creditors included Rs.5,000 as preferential creditors.

Plant and machinery realized Rs.2,00,000 furniture, and fitting Rs.5,000 sundry debtors

‘Rs.2,35,000 and stock realize nothing.

The expenses of winding up amount to Rs.3,400.
The liquidator's remuneration consists of 4% on realization of assets excluding cash in hand
and 2% of the amount distributed to unsecured creditors only.

Ans.: Unsecured Creditors Rs.3,13,725.5

Question No. 27

XYZ Ltd. went into voluntary liquidation. The various assets including the assets in the hand of
secured creditors realized Rs.6,25,000. The liquidator was entitled to a remuneration of 2% on the
assets realized (excluding the assets in the hand of secured creditors) and a commission of 3% on
amount received by the unsecured creditors. The various creditors including the secured creditors
of Rs.1,30,000 and the preferential creditors of Rs.20,000 amounted to Rs.4,50,000. The
remaining amounts out of the assets realized were distributed among 15,000 ordinary shareholders
on pro-rata basis.

Required: Liquidartor's Final Statement of Account.

Ans.: Liquidators Remuneration Rs.19,000; Ordinary Shareholders (15,000 Shares @ Rs.10.40) = Rs.1,56,000

AO0



