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Corporate Liquidation
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THAT aW R /3anr gerr (Due to poor industrial relation)
ATEAT T Rrasrgany wfir (Lack of research and development)

R Fr=3orar apgra (Lack of quality control)

HEYFH IIWYT (Ineffective management)

AT 9REE T (Due 1o change in demand)

Ig¥d vitfufoes sk ¥ T (Due to unseen circumstances i.e. natural calamiies)
faaer e (Lack of finance)

i, g5 U1 9T (Due to civil unrest and conflict)

&t faeewat fafig® (Modes of Winding up)
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(Compulsory winding up by the office of company registrar)
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wenCOMpany
Liquidator’s Final Statement of Account
e |EBtmawd] ol R
Receipts Value (Rs.), Payments Paymen;

f’gus : By Secured creditors . »M__L
| ToCashatBank.................... .. X By Legal Charges Xoox
| ToCashinhand............... . . xxx  |By Liquidator's Remunerations: Xoox
| ToMarketable Securities ... Xxx  |By Preferential creditors

To Bills Receivable.......................mne | XXX |By Debenture holders: b

ToTrade Debtors.................cooooovooseeeeeseensesesssnnn, XXX Payment of Rs........... per debenture Rs, ...

To Loans and Advances ...................cooevoi. XXX Payment of Rs........... per debenture L lmf‘

To Stock in Trade...........ou.vovverecoeceeeeesoeo XXX Payment of Rs........... per debenture Rs, ... 000

To Work in Progress ... xxx By Unsecured Creditors: o

To Freehold Property .............eovssveov Xxx By Preference shareholders 000

To Leasehold Property...................... Xxx By Retums to contributories/Equity shareholders X00(

To Plant and Machinery ..........ccoovooovroooo XXX v P. PET TUpEE......... " share

To Fumiture, Fittings, Utensils, etc. ... X e P, PET rUpeE............ “ share

To Patents, Trade Marks, etc......................_ XXX veneee P PET rUpERE. . ..0.. . " share

To Investments other than Marketable securities ...

To Surplus from Securities................................ XXX

To Unpaid Calls at commencement of winding-up

To Amounts received from calls on contributories 0

To Made in winding-up ..o

To Receipts per Trading Account................. XXX

To Other property, viz. .... XXX
L .................................... XXX
[ Total

) gifaa HIEEE (Debts due to secured creditors):
) fawes @mme (Cost of liquidation)

F) HA @ (Expenses o-flitigation (legal expenses)

@) A @H (Other expenses)
m  fafEdear aRafrs @ (Remuneration of liquidators)

3 qEffusn o HIgEE (Preferential Creditors)
¥) YA gIEE (Debenture having floating charge on assets)

W IHUET WEEE (Unsecured creditors)
&) Ay g7 (Calls and Advance)
©) ‘{afﬁﬁm' Tyt (Preference Shareholders)
¢) WY ATyt (Equity Shareholders) _

) FRET IgEE (Debts due to secured creditors): et Pifyed gefiessr Rt ot oo @
ﬁm:mﬁﬁmmmwmm#w:

V) fawew amE (Cost of liquidation): giféra wgesaTs Yo TResvrar faer amm (iR |
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g wdeE (Expenses of litigation)

’ e ade® (Other expenscs)
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) If sufficient amount is available to pay all the creditors then the amount of remuneration
will be-
Amount of unsecured creditors x Commission rate
=i 100

i) 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
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The Ultra Limited went into voluntary liquidation on 31st March 2012 and the following B;l;
Sheet was prepared: s

Liabilities Amount Assets
Subscribed Capital: BODIWHL . craansinsissorsssssinissisisssissommsismemmmmmnns
19,500 Equity Shares of Rs.10 each fully PO ...iimnmaatimmammmssimmssiis
P s i siiaisimmmimiimisitionns | 1799 000 | Fréenold BUSIAIG ...,
Sundry Creditors: i L T
Preferential ............. iR 24,200 Stock-in-trade..........ccoveeemeercererrrrovnsrsrinnnn,
Partly Secured (Against Freehold "I Sundry Deblors ...l issiadit it medl
PIOPBIY) cocoiiiivvsssiuitinismsssenssivis D310 Billg ROCBIVADI. ....cocnserseormenssasinissnmsiiiosssiaia;
Unsecured...........oooovveemmsssssenen _99,7801 1,79,300|Profit and Loss ACCOUNt.......cereveeereemmerrmennnen,
Bank Overdraft (Unsecured)....................... | 12,000 _
Total| 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 Debtors 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............................ |[R$.51,000(By Liquidation Expenses: ...............ccoouesrvrrror. | RS.1,000
Stock......coerrinnnssncinennss | RS.39,000|By Liquidator's COMMISSION. .oeuvvs.vvveomsossosssssisns Rs.7,500
Debtors...........ccceemnerreennns | R5.58,500|By Preferential Creditors..... 5 ..| Rs.24,200
~_Bill Receivable............... | Rs.2,500|By Unsecured Creditors (Rs.1,32,100).............. ...|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)
Tortal = 7,500

From the dara relating to Bimal Compan (in voluntary liquidati repare
liquidator's Statement of Account. e tary liquidation) you are asked to prep

a) glajl'; :At;llzl;?a;i;.tgéo(?ﬁer all assets are realized and secured creditors and debenture holders
b)  Preferential creditors to be paid Rs.20,000

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

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}  Liquidaror's remuneration 2% on preferential and other unsecured creditors

h)  Preference dividends were in arrears for 2 years. :



Liquidator's Statement of Account_

; e ot [ 0. Paymbils Amount
¥ s Rocglpt!_*_.___a ....... 6.73,800|By Liquidator's Remuneration 2% on 245000 = 4 gog
- cqeh NGl | | JEm—— 90,000|By Preferential Creditors...........cccccoven . | 20,00
o tats (6000 sharos @ s By Unsecured Creditors.............o......... | ;,25'053
= By Preference Shareholder: ; :
Capital ..o 8,00,000 |
Add: Dividend............c..cocec.. 48,000 | 4,48,000
; By Equity Shareholders 8,000 Shares @ Rs.8.23 | 55:900
P L — 7,63,800 T?Iﬁl,aﬁd
%ny Lid. went into liquidation. Its assets realized Rs.3,50,000 excluding amount realized
B e gf securities held by the secured creditors. The following was the position:
by Shﬂ.rc Cap]ml ................................................................................ 1,000 sharcs Or Rj I 00 cach
Secured creditors Rs. (Securities realized Rs.40,000) .......ccocvvrriineeirisierieniisenssescnenens Rs.35,000
Preferential CEAIONS covuercvmsniruieasiimiiitns it rs s Rs.6,000
Unsecured Croditors cuvmserasisesessssssussrssseisssesssissssasssssarsspnsssnsosssssnssssassnnsosssssssnsasssns Rs.1,40,000
| Debenture having a floating charge on the assets of the company.......................... Rs.2,50,000
| Liquidator's EXPENSES «...ovuummmsuussssimssmsnesssssssssssassisss s S R Dt B e A b Rs.6,000
i Liquidator's FEMUNETAON. c..uuvrvusevusenssess s Rs.6,500
i anuirod: Prepare the liquidator's Final Statement of Account '
Solution: ’ B Company Ltd.
Liquidator's Final Statement of Account
Receipts Amount Payments Amount
[ [ToAssets ReAHZed.......cco.seoerssvaerenisssensinnsrenessa 3,50,000(By Secured Creditors.............ccvumrunsrsrsreminssenias 35,000
! To Securities Realized .........covmvereeereesnreererasesns 40,000|By Liquidator's Remuneration.............cceceveveianans 6,500
! By Liquidation expenses...........immiiseianies 6,000
| By Preferential Creditors.............ccoovuvmerinnieeninnsas 6,000
I By Debenture having a floating charge................. 2,50,000
! By Unsecured Creditors @ 61.79%..........c.coveeuuea 86,500
! - 3,90,000 3,90,000

i llustration- 4

The Following is the balance sheet of Known company which went into liquidation.

|

! __Receipt Amount Payment Amount

‘ Share Capital; ' Fixed Assets including those in the hands of

l 10,000 Shares of Rs.100 each, 80 paid ............. 8,00,000|Secured Creditors.................ccoouvrevenccrmsscnrivennnecs | 8,00,000
| (Secured Creditors..................... .. . 1,00,000|CUITENt ASSELS ........ccovcrersnerssssssemsssssssssrsnses 2,00,000
| mre;d Cr:cﬁlom ........................................... 4,00,000{Profit and LOSS AJC......coocervecisesesrsssvessenens 5,00,000
= L A A S 2,00,000

iy 15,00,000 15,00,000

e

A Liquidaror 1s appointed at a remuneration of 2% of the total assets realized and 2% of the

:SE“"‘ distributed among the unsecured creditors. The fixed assets realized 4,00,000 current assets

'mlcd 1,00,000. The liquidator made a call of Rs.20 on partly paidup shares, all the call money
© feceived with the exception of Rs.65,000. The liquidator's expenses to Rs.4,800.

; Sulnuo:“nd" Prepare a liquidator's final statement of Alc

| ! Liquidator's Final Statement of Alc

Amount Payments Amount
e | 5,00,000{By Secured Creditors.............cccurmmmmmsssssssmscsssiissiees 1,00,000
2,00,000 By Cost of Uql_irdation: Uqui{c]:lgtggg Expenses 1;323
S R Remummzz';f o 55.'1u,boo I 10200] 25000
6,35,000 139,
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The share capital of MK Janakpur Ltd; which went into liquidation as on 31" Asi
consisted of (i) 10,000 preference share of Rs.10 each fully paid. (ii) 10,000 'A’ equity 511?; 7
Rs.10 cach, Rs.8 paid-up, and (iii) 10,000 ‘B’ equity shares of Rs.10 cach, Rs. 8 paiq y, 12 ¥
were calls in advance to the extent of 4,000 "B’ equity shareholders. P- There
The assets realized Rs.6,46,000. The various creditors including preferential creditors R, 10
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

distributed to A and B equity shareholders. AMouny
Required: Prepare a liquidator's Final statement of Account.
Solution: Liquidator's Final Statement of Alc
Receipts Amount Payments m
To Assets Realized..........ooceeevereerensinesnns 6,46,600(By Secured Creditors .............cwsuvesrsssmssesmssssssssscrcs | 50000
By Cost of Liquidation:
EXDBRBES v svsmussentiis i i ot s i s 5,000
Liquidation remuneration: 2% on the amount
distributed to A and B equity shareholders.......3,012| 801

By Preferential Creditors ........coousuremsesssmeseereisssessssesnns 10,000
By Unsecured creditors (3,80,000 - 10,000 - 50,000 ... | 3,20,000
. |By Preference shareholders.........c..ccouvecernennreceriirenneneens | 1,00,000
By Refund of calls in advance on 4,000 B equities| -

shares @ R58.2 each cinvisissmsninssnnsioe 8,000
By A equity shareholders 10,000 share @Rs.7.5294 ..... 75,294
By B equity shareholders 10,000 shares @Rs.7.5294 ... | 75294
6,46,600 6,46,600!

lllustration—6

The liquidator of Z company realized Rs.6,00,000 from sale of assets and Rs.1,50,000 from calls
on partly paid shares. The liability and capital are as follows: '

Fully secifed cretitons. ..o i ivsmsmsssiissassisnsssissseissssasiisarads siots Rs.1,20,000
Partly secured creditors (Security value Rs.1,50,000).......cccccveuierrerereeeererenesensieesaines Rs.2,25,000
Preferential CrEdItOrs oo e eiieerreeiieeseeeseeeereesenseasesseesaeesenseesssnsssssnsssssens seessssnes S e Rs.22,500
8 T e T o s Lo 1 RNV NP 08 \omenl Rmmesy SN - se G sress e srnome ey optmsey ol Rs.3,00,000
Fully paid equity capital of Rs.100 €ach .......ccc.ccouimiiiiiiiiiitccccs e senanans Rs.8,00,000

Liquidarors expenses amounted to Rs.15,000 and he is entitled to a remuneration 2% on 2550
realized and 3% on amounted to unsecured creditors.
Required: Liquidators Final Statement of Account

Solution: Liquidator’s Final Statement of Account

st L,
Receipts Amount Payments [ Amount]
Y Y TE e 6,00,000(By Fully Secured Creditors.........................cococon ; 1,20,000
e T A S 1,50,000|By Partly Secured Creditors ......................eueeiss 1-50*383
By Liquidation EXPEnSes ................eserscesesssssn 15, ps
By Liquidators Remuneration ................. e - 3'300
By Preferential Creditors...................o..vooecessesessnns 22'000
By Unsecured Creditors......................o..ue 3.T5-250
By Equity Shareholders ..................ccummsssssisss ,___.;‘i@
7,50,000 mEEr
Working Note: ' _

Calculation of Liquidator's Remuneration:
2% on Assets realized 6,00,000 x '1'% = Rs.12,00

3% on amount distributed ro unsecured creditors
plus pardy unsecured creditors= 3,00,000 + 75,000

3
= 3,75,000 xToo = Rs.11,250 = Rs,23,250

[——
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7 Lid. went into voluneary liquidation. The liabilities of the compan

\XYZ

am ount o

,mount distributed to un

Rs.18,000.

4 unsecured creditors only. The various assets realized Rs.4,00,
= Rs.10,000 and he is entitled to a commission of 3% eac

[ zavs-o ] Az fwzs Y0

y were of secured creditorg
000. Liquidators expenses
h on assets realized and (he

secured creditors. His remuneration and commission were amounted to

quuimt Liquidators Final Statement of Account

satlont Liquidator's Final Statement of Account
SOl e ———Receipts Amount Payments Amount_
To Assets Realized.........cwcssmsnrissssssnnesnns | 4,00,000(By Fully Secured Creditors ......uv v | 1.72,000
By Liquidation EXpenses ............. .o | 10,000
By Liquidators Remuneration ..........c....ooccw | 18,000
By Unsecured Creditors.................cooooon.. 2,00,000
4,00,000 4,00,000

Working Note:

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

100

Total remuneration and commission = Rs.18,000
Commission on amount distributed to unsecured

creditors = 18,000 — 12,000 = Rs.6,000

100

Amount of Unsecured creditors = 6,000 x —— = Rs.2,00,000

3

Amount of fully secured creditors
= 4,00,000 - 10,000 — 18,000 — 2,00,000° = Rs.1,72,000

llustration - 8

f\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: Liquidaror's Final Statement of Account
A Ltd. Company

Solutiop;

Liquidator's Final Statement of Account

s eis Receipts Amount Payments Amount
To Assels realized.................. | 5,0000[By SECUrEd CIEAIOMS ............oocorocoomrrersrssmsremrcimne] 1,50,000

By Liquidation eXpenses ............cmmmsismssissiessins 10,000

By Liquidator's remuneration:

On assets realized (500,000 X 3%).....ccc0.cueererrnees.. 15,000

On amount distributed to equity shareholders

(2,00,000 X 5%)....cvurrvucssssrisssussissesmmrssnssenssssnnnnnnennnn: 10,000 25,000

By Preferential Creditors ........cucuvuwemremmunsesssnsncsssssssessnneniens 20,000

By Unsecured creditors (265,000 - 1,50,000 - 20,000) ... 95,000
P s o By Equity Shareholders (5000 Shares @ Rs 40 each)..... 2,00,000
—— 5,00,000 5,00,000
Wnruns notes:

Amoyp, available to equity shareholders and liquidator's remuneration

= 5,00,000 - 1,50,000 -

> 100
Amounc Paid to equity shareholders = 2,10,000 x 755 = Rs. 2,00,000

10,000 — 15,000 — 20,000 — 95,000 = Rs.2,10,000
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The Ganapati Rice Mill Ltd, with a paid up capital of Rs, 5,00,000 in Equity
fully paid went into voluntary liquidation. The sundry assets excluding those in (b
secured creditors induding the secured creditors of Rs.1,50,000 and preferential
Rs.50,000 amounted 1o Rs.2,50,000. The liquidator was to be paid 5% of the amoun

unsecured creditors and his expenses of liquidation of Rs.8,000.
Required: Liquidator's Final Statement of Account

shares of i, 100 ey,

¢ hands o
“uﬁu’fl oA
t P’l‘d L7 l}r_

Solutlon: Ganapal| Rice Ml Ltd.
Liquidator's Final Statsment of Account
Recelpts Amount | Payments
TOBBIMS NBRED ............cccmipsiscmiisnsisirinsonsian] OO VONDY SOOUNSH CTOMONE ...ccoivnivssenistbermmmmonsrmnconanes
To Security realized..............ccccoovcrvrevicronvennn | 1,00,000|By Liquidator expenses..........ooeevevivvrs o,
By Liquidator's remuneration (1,00,000 x 5%),..
By Preferential credilors............ovwccccomrisuuneen...
By Unsecured creditors............cccureviurcrae....
Bégguity shareholders piesorissssts sy
( shares @ Rs.29.4 each)
4,10,000
Working noles:
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
Tortal 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

Liabilities Amount Assets Amount

Issued and pald up Share capital: Freehold property ] - SOUNRN
15 shares of RS, 100 €ach..............ccerssvovvvcermmrers 1,50,000{Plant and machinery ..., | 60,0008
B% DODBNIUNGE ........concosriessessoiinsommeasssonis essrststssiins BB ..o s i s i 70,0004
T S S el S 84,000{Accounts receivable................. ... | 40,000
Cashatbank.............. 8,00

POBANdIONS .. ..o i iiavenisins 1~ ELAOR

2,79,000 2,79,

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. Frechold

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
was fixed at 2.5% on the amount realized plus Rs.2,200

Required: Liquidaror's Final Statement of Account.

to Rs.6,000 and liquidator's remuneranon

Solution: +rses Limited Com
qu::mn Final Statement of Account
ount I Payments
ToCashatbank..............oooooooeveerorii 8, xpenses
To Assets realized.. gmnr;nmﬁm
Freehold propety .................... 65,000 Fixed o 2200
Plant and machinery....................... 47,000 On amount realised (2,04,000 x 25%) 5100
..................... s 00 ~By Preferential creditors (income tax)...... ..
Accounts receivable ......................33,000 2,04 000{By Debentureholders
By Unsecured creditors , TN
By Equity shareholders................ -
(1,5000 share @ Rs. Rs.46.47 each)
2,12,000{
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m any went into voluntary liquidation of Chaitra 30, 2060. All the assets werc realized
. Comp

A Led 000. However, Rs.2,2000 expenses were incurred for liquidation. A part for the aqset
£ e J00: any on the same date was as follows:
for ™ he position of the company
wold, B Rs. 1,60,000
| 3,000 preference share of Rs. 100 each fully paid up .....ccvesonnisrcvirsscrsscasisasseece., 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
} e s i e s Rs. 2,40,000
-_ B L Rs.44,000
| Casb 2 DA et Rs.20,000
Dividends in arrears are Rs.32,000 which become payable when profit are available.
it sidator's remuneration -is fixed as 3% on assets realizadon and 2% on distribudon to
shmholdcﬁ-
Required: Liquidator's Final Statement of Account
. A Ltd. Company
Sotution: Liquidator's Final Statement of Account
Receipts Amount Payments Amount
o cash at bank : 20.000iBy Liquidation expenses... e TR 22,000)
To Assets realized. o 9,00,000(By Liquidator's remuneration
On assets realized (9,00,000 X 3%)....ccc.cccco.cecrenee. 27,000
On distribution to shareholders (6,97,059 x 2%) ...... 13,941 40,941
By Unsecured creditors . | 1,60,0004
By Preference shareholders:
Share Capital 3,00,000
Dividend 32000 | 3,32,000
By Equity shareholders........... e | 3,865,058
(2,000 x shares @ Rs.182.53 each)
9,20,000 ' 9,20,0CC
Working notes:

Total amount available to Preference and equity sharcholders (with dividend) and liquidator'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 equity shareholders with dividend
100

7,11,000 x 102

Rs. 6,97,059

listaton - 17|
Blue Company Led. went into voluntary liquidation. The company has total share capiral of
Rs.6,00,000 consisting of 2,000 equity shares of Rs.100 each (Rs.95 paid up), 3000 equity sharcs
of the preference shares have prior repayment rights of capiral over equity shares.
© total amount on sale of assets was Rs.2,50,000.
Ti'hc. fMuneration received by the liquidator was Rs.2,00,000. The remuneration ref:ei'ved by the
&uldamr included 7% commission on the value of assets realized and 5% commission on the
ount paid to unsecured creditors who were paid in full.

Uired: Liquidaror's Final Statement of Account.

g
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Solution: Blue Company Ltd.
Liquidator’s Final Statement of Account
Receipts Amount | Payments
To Assets realized.........................oueee | 2,50,000(By Liquidalor's remuneration Lo e
To Share call money e AR 000{On assets realized (2,50,000 x 7%)............ 17,500
(3000 shares @ Rs.20 each) On unsecured creditors (sooo X 5%) ................... 2500
By Unsecured creditors.... . ==
By Preference shareholders........
(2,000 shares @ Rs.100 each)
By Equity Shareholders:
3,000 shares @ Rs. 8 each ...................24,000
2,000 shares @ Rs. 8 each............................16,000
3,10,000 =

3,10,000

Working notes:

1. Total 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 equity

shares only Rs.8 each

lllustration - 13

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.................coevurremeresesersssensens 4,50,000
2,000, 10% Debenture of Rs.100 each ................ 4,00,000[Plant and machinery ............ccc...couvreurrrveennnns | 4,00,000
(mortgage on land and building) ROCK i rimimmsainssissisisinsisaionsmiseimisiiismisiassines | 100000
Bille POVRDIG ... s 50,000 unts receivable...............ce..eeeerenneenserrmennens | 50,000
ACCOUIR POVADIB .o siassisorabsiisam kit 80,000|Cash at bark............. ~ | 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 remuneration @ 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 S
Receipts Amount Payments Amount
To assels realized on sales By Liquidator's remuneration (7,20,000%5%) 36,000
Land and building ............urccrnnirincirennne. 3‘80,000 By Preferential creditors (Salary) s | 20,000
Plant and machinery........... ...3,00,000 By Debenture holders....
Stock.... ..40,000| 7,20,0000 10% Debantures............ 4 00 000
To Acoounts reoervable reallzed (50 000 x 80%) 40,000 Interest on Debenture for 6
To Cash at bank .. ressessssanee st dssatmni s 40,000{ months (4,00,000 x 10% x 6/12)......... 20,000 4.20-°°°
By Unsecured creditors......................o. | 13000
(Bills Payable and accounts payable)
By Equity shareholders ... | 1,94.000
(4,500 share @ Rs. Rs4311each) | ]
8,00,000 800000




r
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,.Jsuaﬁ company went into voluntary liquidation. Its liabilities amounted to Rs.3,20,000 and
A

- -d Rs.1,8,00000. The capital of the company consisted of 10,000 preference sh
255€ 05‘31‘2;, fully paid. There were also 10,000 equity shares of Rs.100 each, on whichcl;s.;{]es :f
R}f“lc had been called. Holders of 2,000 shares had paid up Rs.80 per share only. P
§

¢ that preference shares have no prior right as to the capital, cost of win ding up amount o
20,000 and that calls in arrears were duly collected.

};.:q ired: Liquidator's Final Statement of Accoug;m
v TP e pany
solu Liquidator's Final Statement of Account
_ Receipts Amount | Payments Amount
; o RESBHS TORHZOM . cvcnricrseaomisustonsusissindhbisssisinsasaans 18,00,000{By Cost of winding 1T P o 20,000
| 7o Calls™- in - arear collected ..............c.ouvmuimvennnn. 20,000/By Unsecured creditors...............oooooo.....__ 3,20,000
; By Preference shareholders.................... 7,90,000
! By Equity Shareholders...............ooooooooo 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.69 each) Rs.13,80,000
[]To-ta.l 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
The m|p|ital gf a company which went into liquidation are as under:
10,000 ‘A Egmty Shares of R I00 BAERE £, 5 i sossrienie e e g T Rs. 10,00,000
Less : Calls in oo, R i 1'00'000
k' . 9,00,000
10,000 B Equity shares of Rs.100 each Rs.60 called 7 e e AL AT UUEIL LI B! < 6,00,000
VGOS0 BVINCR ..ot 1I00'000
i 700,000
Ct:ed asse!s Rs. 18,00,000
e, A G A SR s 5 L
Lol e D Rs.16,00,000

A_ liquidaror

. is appointed to make final distribution. Total assets realized Rs.2,200,000.
"lUl.dator's re

AT Muneration and expenses amounted to Rs.30,000.
Solutigp. + Liquidator's account showing final settlement

-+« Company
By it Liquidator's Final Statement of Account
Wﬁm Amount Payments Amount |
To Calls..;na OO i ot B 22,00,000By Liquidator's remuneration and expenses 30,000
~amears collected.........................| 1,00000 By Unsecured creditors...................ccoesvvvvuvnsenees 16,00,000
By Calls - in - advance refunded...................... | 1,00000
By Equity shareholders:
A(10,000 shares Rs.48.5) ..............coccoerreeneen. | 4,85,000
N | S B(10,000 shares RS.8.5) ......uucmusississunsuanins - gg.gggl
: A?:klgg notes: 23,00.000] 00,
o, fqu
3 cgu;“’ ‘t‘“cs @ Rs.100 each paid up Rs.10,00,000
Diﬁcr.:[?: ares @ Rs.60 each paid up 6,00000
Sufplus k @ Rs.40 each paid up 4,00000
L i ‘:“lab" to pay shareholders = 22,00,000+1,00,000-30,000-16,00,000-1,00,000=5,70,000
Paig to o] f;r}cc dmount paid to 'A' equity shares (10,000 shares x Rs.40) = 4,00,000
and ‘B equity shares (20,000 shares x Rs.8.5) 1,70,000

.
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stration - 16| : ,
titue S any with an equity share capital of Rs. 5,00000 of Rs. 100 each wep, .
A isic/Stoek SOMPNT) f the company realized Rs.3,80,000. The expense of qutnl "Ny

ary s 'd - - The assels 0 : s ”_Ed p
:(-:-.1: ;??0 I(I)((l}l(!_l]. ':Fll:;iquidamr was entitled to a commission of 2.5% on the value of assets “-':]:1123

ind S% on the amount distributed to equity shareholders. The outstanding liabilities of th,
company were Rs.2,45,000.

uired: Liquidator's Final Statement of Account
olum' & senssesneJoint Stock Company
) Liquidator's Final Statement of Account
Recelpts Amount Payments Amoun
L7 P 3,80,000(By Liquidation EXPeNSes .....uusuwwessusssmissnesniis 10,

By Liquidator's remuneration:
On assets realized (3,80,000 2.5%).......9,5000
On amount distributed fo equity shareholders

(110,000 X 5%) c.cvvrsssssssssmsssmssssasssssses 5500 15,000 |
By Unsecured Creditors ... 245000 |
By Equity Shareholders(@ Rs. 22 each) ... 110000 |
3,80,000 ] 380,000 |

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
100
. Payment to equity shareholders = Rs.1,15,500 x Tgs = Rs. 1,10,000

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.
Liquidator's Final Statement of Account
Recelpts Amount Payments ~ | Amount

To ASSeLS rRAlIZEM........oovrrerrssosseeressmacinssssssssiss 3,40,500(By Liquidator's remuneration and eXpenses ... 20509

To share call money received: By Unsecured CredHOrs (LIBDIILES) ...u.mvuwussssmsssises 310,

2,000 ordinary shares @ Rs. 40 each......... 80,000{By Preference shareholders (1,000 shares @ Rs. 100 each)... | 100

3,000 ordinary shares @ Rs. 20 each....... ﬁD,UOO{By ordinary shareholders (5,000 shares @ Rs. 10 each)........- 8,

4,80,500 4,80,

The Balance Sheet of a company is as follows:

: Equities Amount . A

?R..SOO_{IJ;E;&SMW capital of Rs.100 each, Land and building i

: e Yu N 2,25,000/Plant BT oo i
10% Preftenceshaa capil f R 100 eachfly 1nvent?;?3:nacmnew"""'"""""""""""'""""Ii
gal Dup ...................................................................... 1,00,000}Accounts receivable
L ::tepr::;eb.j; ........................................................ 2,00, 000{CaRN ... .. oot AT s
e oty A B e A

762,000
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apany went into voluntary liquidation. The assets except cash realized Rs.450000 including
¢ |:ﬂ(; O%JO on sale of plant and machinery, which was mortgaged against 8% debenture. "The
ps.1.80: was entitled t0 @ remuneration of 4% on value of assets realized and 2% on amount paid

liquidat©* s. The cost of liquidation was Rs. 12,000.

| equity shareholder
5 uired: Liquidator's Final Statement of Account.
R Star Company

solutlom Liquidator's Final Statement of Account

— " Recelpts Amount Payments : Amount
W T srssssssessesssnees | 4,50,000[By Liquidation @XpenSes w.....mumeeiisesisiisssrinreicsenns | 12,000
1‘; A R 20,000|By Liquidators remuneration (4% of 4,50,000)...............| 18,000
o Call made (KT EJE) E— 75,000[By 8% DEbentures ........co.cummssiisssessensseisnsssisesnenenn. | 2,00,000

By Accounts payable..............cceueermmmmscinsessnsienenserniennnn. | 2,25,000
By Preference share with preference dividend Rs. 90 each. | 90,000
e 5,45,000 5,45,000

=

tmf:aﬁ W EE (Theoretical Questions)
y afyeeEs gor T -ga wRftafa T et e afeamr smaroqd @ 8@ ) srer e |

("Serdement of liabilities are required in preferential basis in liquidation of a company”. Discuss in
brief.)
FwA e s & ¥FES 7 (What do you mean by liquidation of a company?)

ot faeaan fafas® =@ TR, | (Describe the different mode of winding up.)

aifuse g H’F@"ﬁﬁ AT AT Tl'iﬁ’l'l{ | (Explain the preferential creditors.)
fqereTr FTEE Ieor@ TR, | (Write the causes of liquidation.)

FACTINTH® §HATEE (Practical Problems)

Question No. 1

Following information are given to you provided. You are required to calculate liquidation
remuneration under different condition. Liquidation's remuneration is fixed 5% on of assets
realized and 2% on amount distribution among on unsecured creditors only.
ST CLEdODE. ../ oo, ooooesmoecssnsssssssssssabassnsasnngssssnssassasonsessanstaspinssansasiasssomssssnsssss R$:2,60,000
Preferential creditors................ rersessesssssensennss RS.40,000
LiqUIidator's eXPenses ........evumerrueescriosissmmesscmmssesssssassssanssssssssssssanssssssess rerssrmapisinns BB 0;,000
12% chcntu[c s e e s S ......----RSB*OO’OOO
UnSecured Creditors ... .ssisssssassssssssesrarssssmansonsasssassssss S—— (X (VR
10% preference shares Rs.100 €ach .......c.couueeinsnunss RT——— L
A 7 T i G S S ————_a L L
sets realized: (a) Rs.12,00,000 (b) 8,00,000. (c) 11,10,000

wired: Calculate liquidator's remuneration under above conditions
Ans.: (a) Rs.68,000; (b) Rs.63431.37; (c) Rs.42,156.86
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ioint stock com liquidation on 31/12/2012 and a liquidator was appointed, "
i:?:ﬂloiving inforl:;:z;o?yoi are required to prepare liquidator's final statement of amOUnEalhcn !

«  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 commisgio,
of 2% on all assets realized and 3% amount distribution to equity share holder. Under the arj), of
association, preference shareholders have priority of over the equity shareholder. If Assers realizeg
were () Rs.20,00,000 (b) Rs.15,00,000 (c) Rs.11,00,000. 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 @ 14,8357

Following balance sheet located at Bhaktapur. As on 31/12/2012.

Liabilities Amount Assets Amount

Share Capital: GOOAWINl ...cvvcccssvsrsssssssssssssssssssssss [ 40,000
2,000, 10% preference share.............................. | 2,00,000/Plant and mac_hmery ............................................ 4,60,000
3,000 ordinary share @ 100 Rs.80 called up....... 240,000 |land and building....:.....cc....cocerrevcumneinene. e ~ | 4,00,000
4,000 ordinary share @ Rs.100 each Rs.60 called up. | 2,40,000(Fumiture and fiXture ... vummmessesssesnssansisence 4,50,000
2% Debenture (Floating charge all Assets).......... 5,00,000(Investment ..............ccueesiiemsssissssermssensssenssnsiceeenss | 5,00,000
DOCINOD CIOIMONS . iiosiiiiimisscssslivmsisnanisiin 3,00,000{Cash and bank balance .........cc...cucvrcomuriennnn. | 2,40,000
Outstanding salary ...........ccccc.cooeveommmriecercseannerene | 1,20,000 [Preliminary @XPenses...........ooeeeveervusssnsessesmesssens 60,000
Tax payable...............ccoeemrrverrerresssssssessssmneenns | 40,000
Account payable................... AN 1,00,000 .
SUNAIY CrEAIOTS .......vvvv.coveeseersssassasssansiessesmassonsens 60,000
Retained @aming..........coccoucscciaemcnnmansirnnssrancnin | 2,00,000
Profland 1088...c.cis.imsussnsninusiasaa | 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:

GO 1ozt hsicp i oo pstons Sitens bk e b R s o b Ve S BRI e o No value
Plantand MEBIRent..... i s bkt sasus it sl ot R Rs.1,50,000
Land and building (security given to secured creditors) .............oovveerreemssssoesssssssesesn. Rs.2,90,000
Fusnitire ang B, o iminiriniad il it e R s Rs.5,00,000
IDVERIITBNG 3 cisspnin hamamisiisicsinssismmiismmssrinbintseshatrmsssssiafyscnsenarseee e oo 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 shareholder. 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

Question No. 4

B limited company went into voluntary liquidation with the following liabilities:
( Particulars
VP08 COOANOTS .. cciinssinssneromntireeromeemioeese o N
Bank Overdrafl
Capital: 10,000 Preference shares of Rs.10 each, Rs.7 called (with prior ights) .~~~
10,000 Ordinary shares of Rs.10 €ach, RS.9 Called Up......ou..... . .o s
Less: Calls in BITOBIE . covsucosremsivodinnsasissbimmamensssasbasidstesismimmonsinin s ions 2|000
Cash received in anticipation of calls: g0, L
On preference shares ; 24,000
| On PGB SHBTBS oo 4000 | 28,000

Ans.: 7,000 equity shares @ 5485
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tead Rs.2,00,000. Expenses of liquidation amounted 1o Rs.2,000 and liquidator's

_l]lf " |d_ L] il t
_eects 1 " Prepare liquidator's final account.
The ;c . Rs.3,000. Fref Ans.: Equity Sharoholders @ Rs 6.70 per sharm s 57 oo

WI a relating © 2 company (in voluntary liquidation), you are asked to prepare liquidator
> o the dd
In'\l“

count.
fnt ofac ) M “
ni“"::” . it liquidator (after all assets are realized and secured creditors and debenture holders

Rs.6,73,800.
referential ereditors to be paid Rs.30,000
ecured creditors Rs.2,15,000.

d Other w12 hares of Rs.100 each, fully paid.

4,000 6% preference & ' e
d) '000 equity shares of Rs.100 each, Rs.75 per share paid up.
¢ 2‘000 equity shares of Rs.100 each, Rs.60 per share paid up.
f) L: sidator's remuneration 2% on preferential and other unsecured creditors.
g 9 Ans.: Equity Shareholders 8,000 shares @ Rs.8.23 = Rs.65,900

l‘r are Pa_ld) iS

b)

ion No. 6 . -
aucs“ Ultra Lid. went into liquidation. Its assets realized rs.3,50,000 excluding amount realized by
“ale of securities held by the secured creditors. The following was the positions.

Share Capital: 1,000 shaterab 1o ailadnasauanbanmistimsmnbd Rs.100 each Rs.1,00,000
Gocured CrEILOMS. covvvvvssseanssessses s sant st st bbb Rs.6,000
Unsecred CTEAITOTS mucuussnmcessissinssonssonstbossisessssusinesssansrassisascasassasnss ssnssssrsssssssnssnessiosnsnsnss Rs.1,40,000
Debentures having a floating charge on the asset of the company .......c.cccooviiveiveiinnncaan Rs.2,50,000
Liquidation EXPEMSES 1ivuuruurusrusnisrssissestiesiettses ittt s Rs.5,000
Liquidator's REMUNEIATION. .....uvvuieseiucrisisssnisisissss st sss s ssasssanss st s s Ra.7,500

Prepare the liquidaror's final statement of account.

Mr. X has been appointed as liquidator of ABC Ltd. The Balance Sheer at the time of liquidation
Le. 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

=

Liabilities Amount Assets Amount
Equity Share Capital (RS.10) ....o..voveceereresrecsre 2,00,000 |FIXed ASSELS vorcrvccrrnrressrsmsrsmsessssssssssssssss 1,50,000
!DEbenques ......................................................... 4 00.0001SI00K ;:cuniscassmssiisiasismmesipromormasisosssiaoisisissces 1,50,000
;'-wl_s .................................................................. 50,000|SUndry DObIORS .....ccccussuussuisssssirissssisamssssssormsssnsnn 1,25,000
!Cfeﬂnnrs .............................................................. 50,000 [CASN....veveoooreeemmmsseesssssmassssssssssssssasssssssssssssassassns 5,000
i Profit and LOSS A/C......ccccueiriinirsimsmsmasmensenesiseasss 45,000
e 4,00,000 4,00,000

;z&zs %ets are sold for Rs.1,20,000 to a Debenture holder holding Rs.40,000 debentures and cash

| Liquid, fro.m (%ebm“ was Rs.80,000 and the liquidation expenses amounted to IF.ls..l.DOO.

colle 210t is paid Rs.1000. Liquidator is paid Rs.1,000 fixed allowance plus 2% commission on
C.non mdUdj"B cash in hand Rs.5,000 as remuneration. Stock is sold for Rs.10,000.

* Prepare the liquidator's statement of account.
’ Ans.: Equity shareholders (B/S figure) payment @ 4.75%

=Rs.9,500

.
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o A Limited company went into liquidation having the following liabilities.

a)  Secured creditors Rs.20,000 (securities realized Rs.25,000)
b) Preferential creditors RsG00

¢) Unsecured creditors Rs.30,500 by s : .
Liquidator's expenses amount to Rs.252. The Liquidator is entitled to a remuneration of 3% o
n

the amounts realized and 11/2% on the amounts distributed to unsecured creditors. The varig
2 T . u
assets (excluding securities) realized Rs.26,000 1
Prepare Liquidator's Final Statement of Account.
Ans.: Liquidator's Commission = Rs,1,953; Unsecured Creditors (Paise 92.44 in the Rupee) = Ry 2 %

The Balance Sheer 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 ...........cccummmsesmrenrecnniveninnnnn, m

12,000 Equity shares of Rs.10 each ...|  1,20,000|Other Fixed Assels............... R A S 2,00,000

BANI LB, ccivisssnsmnsusinienismiiagsg 4000001 SI0CK i i i s s Ay arm, 5,25,000

A% DOBGONINGS . ..oovciiviiiins i 100,000 1D0BI0MS .o it iisiseaiimaes smsene 1,00,000

Interest outstanding on Debentures................. 8,000(Profit and LoSS AfC........cccorrnimrrsensenssennansarsnennne, 58,000
Creditors...........ocvceeccerennreeinereeccsnssnensieenne | 2,00,000

9,08,000 9,08,000

The company went into liquidation on the date. Prepare Liquidaror's Statement of Account afier

taking into account the following:

a)  Liquidation expenses and liquidator's remuneration amounted to Rs.3,000 and Rs.10,00
respectively. .

b)  Bank loan was secured by pledge of stock.

c)  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 Liquidartor'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 ordir;ary 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,

Question No. 11

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

Ans. 5,800 Ordinary Shares @ Rs.5 each = Rs 28,000

{ t
Trade CredrtursF.Mﬂcmars M:%
b N ettt P
Capital: 10,000 Preference Shares of Rs. 10 each, Rs.7 Called up. .~~~ |y
10,000 Ordinary Shares of Rs.10 each, Rs.9 Called up 90000
Less: Calls in il 1 O S s '0‘90 B8.00
Cash Received in Anticipation of Cale. T
On Preference Shares 2400
On Ordinary Shares (The Calls in Arears are duly collected) 4_5‘0'_?9




| D) by s

Rs.2,00,000. Expenses of liquidation amounted to Rs.3,000 and liquidator's
00. The Preference shares have priority over ordinary shares.

yneration Rs.2,0
; 's Final Statement of Account.

S sired: Liquidator

l
|
’ . qssets rc:ﬂ ized
}
|
|

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

| - 12 119
i cc Sheet of D Company Ltd. as on 31" December 2012 was as follows:

P I Liabilities Amount Assets Ao |
| ’Wf Rs.10 each........ | 80,000{Land and BUIldiNg .........ovvoevroome oo 50,000
' ?2 000 Equity Shares of Rs.10 €ach ..o 1,20,000{Other fixed ASSELS ......ccervvvmervriisirirensisrnricssnnronn, 1,?5:(}0{}
| ELOBN s £ | A0 SHCK sssicsinibsistimsmmmsismsmensis 5,25,000
O T 1100, 000 | DBOYOIS: 155000 s thobideriistiseses states st blanebtenst 1,00,000
nterest Outstanding on Debentures............... 8,000|Profit and LOSS AJC.......ccceeererecrnencrrrmrsssesrensnns 58,000
| OO 2,00,000
| 9,08,000 9,08,000
| The Company went into liquidation on the date. Prepare liquidator's statement of account after

raking into account the following:

| 2) Liquidation expenses and liquidator's remuneration amounted to Rs.3,000 and Rs.10,000
: rcspCCCiVCl}’-

| b) Bank loan was secured by pledge of Stock.

| o 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

|
i ABC Ltd. was placed in voluntary liquidation on 31" December 2012, when its balance sheet was
|

as follows:

E Liabilities Amount Assets Amount
' Issued Share Capial...................oooreeesremsusssssensenne T R s — 6,80,000{
| 50,000 Equity Shares of Rs.10 each........5,00,000 Plant and Machinery........cumeecssamesmsssssssssenes 1,89,000
i Less: Calls in AIMRarS ...........eveerrercnsaresenssss 25.000| 4,75,000{Motor VENICIES .......ccoooossvcesissmmmmmmmnrmmsssmnssssssnnrsenrene 57,500
; 6,000,5% cumulative Pref. share of Rs.10 each... | 6,00,000|Stock .............cosesimessscccsesns USRS R . - 1,86,000
| SN PIBITIUM ..occovv e rveeersesresenssarssssesssssons 5 D00 DADNOIS . cissiomscssssssibmssemmmsti it siebmsatans 74,000
i 5% Debenture ACCOUN .........ooeversrersesssesersssssnns 1,00,000{Profit and LOSS AJC .......cccummmmmmmmmmmmsssesssssssssssssenses 2,14,000
| Interest on Debenture...........oceeemsrencsssserennsesssnsnes 2,500
' Bank Overdral.. .o i s 58,000

OOAIS. o i g b 1,15,000

14,00,500 14,00,500

The Preference dividends are in arrears from 2012 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

Iiability under the guarantee. .
he directors paid the amount to the Bank. The liquidator realized the assets as follows

T I Rs.6,00,000
i e LR Rs.3,40,000
ANt AN MaChinery . .....vseresesesssissssssiesssssssssesssssssssssssis sty s

MOt Vahieles i.ics s iisonisdsiisncaissbnssnsisorsionysuirsnsiasasisnibtissossussasasanpizssnstiransems st ision 59,
SRR R s o SRS Rs.1,50,000
e VO Rs.60,000
t_Ors ......................................................................... & 25,000
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Creditors were paid less discount of 5 percent. The debenture and accrued interes
31" March 2012, Liquidation costs were Rs.3,820 and the liquidator's remuner
the amount realized.

Required: Prepare the Liquidator's Statement of Account.

Question No. 14

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

U were repaid
tion wags 2% o

Ans.: Equity Shareholders Rs.154 509

Liabilities Amount R e
: —— | Amoun
Share Capital: Land and Building.................. 1000000
50,000 preference shares of Rs.10 each fully paid..... 5,00,000(Plant and Machinery.............o.... 5,00,000,
30,000 X" ordinary Shares of Rs.10 each fully paid ... | 3,00,000/Investment s | 3,00,000
20,000 *Y* ordinary Shares of Rs.10 each Rs.8 paid.. [ 1,60,000 (Stock in Trade.............pr.... 1,00,000
10% Debenture having 1%t charge on land and buiding... | 5,00,000(Sundry Debtors ....................... 1,80,000
12% Debe" of having 2nd charge on Land & Building. | 5,00,000(Cash at Ban................oo..... 20,000
Preferential Creditors 20,000
SundryCredltors 1,20,000
B f
21,00,000 21.oo,uuu|
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 Debtors 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
Question No, 15

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.6,75,000. The expenses of liquidation amounted to Rs.3,000. The

liquidaror is entitled to a commission of 4% on assets realized and 10% on amount distributed to
equity shareholders. The liabilities of the company were of Rs.3,00,000.

Required: Liquidators Final Statement of Accounts.

Ans.: Equity Shareholders (5,000 shares @ Rs.30 each) = Rs.1,50,000
The Balance Sheet of Y Hospital Ltd; which went to liquidation has been given below:

Liabilities Amount Assets Amount

Share capital: OO0 ccosiiiiis st mntemersseniisninionns. | 200,000
‘A" Share of Rs. 100 fully paid ................ 500,000(Land and building ....................___ | 500,000
B’ Share of Rs. 100 each Rs. 80 paid...............|  400,000/Plant and MACKINGTY w....covoeoovsrenr oo | 300,000
10% Mortagage debentures...................oooo 200,000(Inventory Wessessasssnssaamsensasssissentsistssssssissnsosssnnees | 190,000
ACCOUNS PaYIIB.....crssmsrsiems | 300,000 Accounts receivable...................... | 200,000
Liabilities for expenses (all preferential)............. 50,000{Cash at bank 20,000
Profitand loss Ac ... 80.000

[ 14,50,000 14,50,000




woms v P

. ‘I‘P‘""““‘ and has realized all assets and paid out labilities including the ity
mb““ w

Al Is of secured creditors. He was promised a payment of 2% on assets reslised
. the ham and 5% of amount payable to unsecured creditors plus necessary CXPENET Ihcrirped
reru i
on ”I.unnﬁ.
asects mli?ﬂi:
Goodwill..voeeeenisnes e LT LT TP TP I TE T TT PP R TRV ‘Nn value
Land and Buildlng ,,,,,,, SAMREREREE ISR esS ! n")- ---------- e T T T T T TR T T T I‘J(c v-ll”f
Plant and machinery (GIVEN a8 SCCUMILY) ocviniiiiiiiiinmniimii .. Rs.150.000
.......................................................................................................... Rs. 120,000
]n\'cntﬂf)' - .
Accounts RUBEEIVREIE casssqrrensmsentummssrn s shh Shdsmmubntn e cbs sy busnpep e IO AV bobsstiniovii e Rs. 150,000

Required: Liquidator's Final Statement of Account.

Ans.: §,000 B’ shares @ Rs.25,66 each Rs.1.28.300

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

e Liabilities Amount Assets Amount
— Plantand Machinery .. ._.....________| 350000
50,000 fully paid Equity Shares of Rs. 20 each ......... | 5,00,000(Fumniture and FItings ...............c..ovoeoeooee .o 1,000
2,000 fully paid 6 percent, cumulative preference s v ] [ N— ~| 1,00,000
shares of RS.100 @aCh..........cccccummnsrssscemisscssssscssccanemns | 4,00,000|Sundry Debtors.......... . ; . ~| 250,000
7% Debentures (Secured on Plant & Machinery) 1,00,000(Cash in hand... S 200
Unsecured Creditors ...........cocovmmummmmsssmmensemeesmssnecese | 300,000 Profit and Loss Account (DF) ..oee..eeeeeeceoeeoesee . 448800

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 Debtors
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

T. Ld. was placed in voluntary liquidation on 31% December 2011, when its Balance Sheet was as

follows:

L i Liabllities Amount Assets Amount
|'““"d Share Capital: Freehold factory ...........ccoooovvvveccrcorarrrnncec|  5,80,000
. 50,000 Equity Shares of Rs. 10 each fully paid Plant and Machinery .............cccoecrenruinnn|  2,89,000
| calls in arears amounting to 4,75,000{Motor Vehicles ............ccoemeeeeoeeceeeeeeneas 57,500
| RS.25,000...c...vcecereeoereeeo B s irsacsisssiisssinins 1,86,000
j &mﬂ 5% Cumulative Preference Shares 6.00.000 | DBVRITE . cccviisniviesnssimmasissis simamssinciins 74,000
Share Rs.100 each T TE T S 50,000|Profit and Loss Account............cc.cocueemcuun 2,14,000
5 ETID ACCOUN...... oo 1,00,000

o Dbentures Acoouny 2,500

i DO:enmres A 58,000

e b

N~ T T 140050 109,00
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[he Preference dividends are in arrears from 2008 onwards.

The company’s articles provide that on |il]t!ill.ft'it.‘fll. out of the surplus assers temainin
payment of liquidation costs and outside Iml;ulmcs. there shall be paid firstly alf a"i ihe
Preference dividend, secondly the amount paid up on the Preference shares together w.n A
premium thercon of Rs.10 per share, and thirdly any balance then remaining shall be paid m":}:
equity sharcholders.
The Bank Overdraft was guaranteed by the directors who were called upon by the Banj
discharge their liability under the guarantee. The directors paid the amount to the Bank, -

The liquidaror realized the assets s follows:

Froehold PRetty v oo asissssiomsivisosisistmissswvinifsotesminesiaiig Rs.7,00,000
Plant and MECHIRELY ... ovivanissosiammiiumssasisiessimseiomisborgsins pranissiating Rs.2,40,000
MOOT VERIEIES +.c.oiuinivimismnanisiiaosssiaiiss ssis caninseisssisvinionvalsomm st s s iaiissy o isasid Rs.59,000
70— i Ay GBS S YRR R SRR snpE e s vs S Rs.1,50,000
BT SRS A RN (SR W DI ON SR 18 SRS 1 SO Rs.60,000
OIS T ATFEITE o covaniviveiveins sosioineas SUsItheoap IS RITaNS os IO VST T TSRO R ST F NI e Rs.25,000

Creditors were paid less discount of 5 percent. The debenture and accrued interest were repaid on
31" March 2011.
Liquidartion 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 qutu'Hation on December 31, 2012 when the following

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

balance sheet was prepared:
Liabilities Amount Assets Amount

14,520 Ordinary Shares of Rs.10 each ............. 145.200{ COO0WI o it somansinsissss b ot Al vbstnabussions 30,000
Sundry Creditors: LeaSENOld PrOPEMY...........o...c.coorssoseesessssssssenen 25,000
Preferential..............cooc....cooumrmrmmrmrrrrrenee 4,050 Plant and Machinery ..................comemmsssssesssssssenss 37,400
Partly SECUred.................coorwrornveennnr. 29,180 NN e e L e 58,550
BRI oo 77,160 | 1,10,390|Sundry DEbIONS.................oosoveressesessssssmsesserensesnenes 46,220
Bank Overdraft (Unsecured)...........coccrrcvc.. 1100 | CBh. il 500
Profit and LosS AVC..............ooeeeeeereeemeseresseeeressess 59,080
2,56,750 2,56,150)

The liquidaror realized the assets as follows:
Sharcholders properry which was used in the first instance to pay the partly secured

COIIMO S PEO BRI L crvneaimpndisivasin s sassaniipsssiess i siontimaionis (U S o ot sread Rs.18,000
PIARE AR MBIy ..o voniidistpmiostesnsisssnsssssiigiive st i s s oy s b Rs.25,000
S e C N A SSRGS SR 3 L S SENE VO Rs.31,000
Ly T e S Yo B SO . R e S Rs.43,500
Cash Rs.500

..................................
------------------------------------------------ T T PR T PR R TR RN LR b

The expenses of liquidation amount 1o Rs.500 and the liquidator's remuneration was agreed
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£0
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No. 20 lution for winding up- on March 31, 2012, when its balance sh
anfs Company Passes a reso .
i WS =
(ands follo i Amount Assets A

- isie | O00,000 [FOBd AESRLS ...t i | S O8D

! — onares of Rs.20 each ... : .| 501000
L 000 Eqmtymilaﬁ‘fﬁ preference Shares of Current Assels...........cocvnrerereresrsssssesnessonn., 2,00,200
B 2,00,000|Profit and LOSS A/C.......ccovorrn, | 448,800
- ,R;g;mres (with floating charges)........... | 1,00,000
g ;T:sewl'ed CrEAIMONS covvmsmesssisssssssssssssssesserennnneens 3,50,000
| iu 11,50,000 11,50,000
I mebcnwe has been paid up to March 31 of current year. Fixed assets realized 2,80,000

Inc

«hile current assets realized 1,50,000.

The Expenses amounted to Rs.3,006 ol B

The uquidamr's remuneration consists of 4 percent on realization of assets and 2% on distribution
;mongst unsecured creditors only. :

up the liquidator’s Statgment of Account as at the end of the winding up.

Draw .
. Ans.; Unsecured Creditors Rs.3,04,284.31

Questinn No. 21
Goods Ltd., went into voluntary liquidation on 31* December, 2012. The balance in its books on
that darte were:

r Capital - Amount Assets Amount

Share Capital: Land and BUldings ........cinnnmammmeiie | 250,000
Authorized and Subscribed: Machinery and Plant.... 6,25,000
5,000, 6% Cumulative preference shares of Rs.100 Pals - e e bzl 200000

€2 fully PaId..cersonsenrssrssssssssssssssessssssssssiss | 5,00,000 [ SUOOK wocosnrnmessrssssssmmssmmmmsssmsssssssssosmesmmonse | 1,371,500
2.300 Equity Shares of Rs.100 each Rs.75 paid......|  1,87,500{SUNArY DEDIOMS ....cc.cruvsercrmersmssscssssssssmsmsess | 075,000
1,500 Equity Shares of Rs.100 each Rs.60 paid......|  4,50,000{CaSh 8 BaMK.......ccueomrerermmsmrsmessesssssrsieese 75,000

5% MOGaGE DEDEMUIES .o | 2,50,000PAORLANG LOSS Al 3,00,000

- 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,

B IR RO WP NSRS Rs.3,00,000
Machingry and PIAnit.......o.ooconmisummscsspssssscessessomussssssstsssarsssmstasosspssassasspesssssssins Rs.5,00,000
L 1T L SNl M e 07 ) ISy IR~ I K MAORNCH I el Rs.75,000
i VA R N S T A Rs.50,000
Iy T H0T8 1., st i A Rs.3,00,000
Regu © €Xpenses of liquidation AMOUNTEA €0 .............cwmssereessssecssssssssnsssssssssesesssisnsassses Rs.27,250

* Prepare the liquidaror'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

7 Ulabilities Amount e,
‘Paid up Capital: Fixed Assets: I
11,000, 6% Preference shares of Rs.100 each.... 1,00,000| Land and BUding...............
12000 Equity Shares of Rs.100 each full paid ... | 200,000|  Plant and Machinery................ ... ~| 220
13,000 Equity Shares of Rs.100 each Rs 50 paid | 1,50,000/Current Assets: | 2y
6% Debentures (Floaing Charge on ll35Sets)... | 100,000]  DEbIOS.c. | 4 o
Others: (Mortgage on land and Buiding) ......... 100.000] | CSNBBAK .. |
Current Liabilities: Miscellaneous Expenditures: U
SUNDIY CrOMIOMS -..cooceocomtresssigsanesseansasbinsessaninisiiii 90,000/ Profitand Loss A/C.......cou..covivummuriseonnre 1,000y
EIE THE i i 10,000 "

7,50,000 Er

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

Land-anid Boillding isvnsitiniiiussorsiimmomsisireminshasssismsassitmsmmmmssan Rs.2,40,000
Plintand Machinery .. isissitesnsissessosifabssmmsemmsssiintstesissiossganssanssssanss ssmmmsiisingsiss Rs.1,80,000
SO | o bisrisc v G s T e b A R AR T AN TSRS s Rs.70,000
B SRR B PR e e BT < 1 G e S EREES A e Sy 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 amouns
distributed to unsecured creditors. The interest on debenture is paid up to 30" June 2012 only. Al
Payments were made on 30% June, 2013.

Required: Prepare Liquidator's Statement of Account.

Question No. 23

RK Limited Company with a paid up capital of Rs.3,00,000 is 1,00,000 preference share of Rs.10
each and 2,00,000 equity shares of Rs.10, each went into voluntary liquidation. Under the articks
of association the preference shares have no priority over ordinary (equity) shares. The cost of
liquidadon 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

The Various assets including those in the hands of secured and 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 800
The Balance Sheet of Y Ltd. has been given below:

Ans.: Equity Shareholders Rs.1,37,00

Liabilities Amount Assets
Share capital: Land and buildi
. 111 R A —
Equity share of Rs. 100 avarpemspsissassibarasgriso, DOO.D00 Plant and machinery ...

Less: Calls in amears...... 20,000(  480,000{Inv

ORIy . || ) 30 RN S N RO
10% Morlagage POOBNRINE ..ol i ohod ocounz reCeIVAbIB............cesmeesssissrsnessmsssrsess
(Secured with plant) 250,000/Cash at bank....................ccommuemmssmesssssssiescsessss
Amountspayable 400,000(Profit and 1085 ... vu...vvvcesoercceeensisssissmmssssssssssss s
Preferential creditors ............c....oooemerrvo 20,000

11,50,000
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high accumulated loses the company went into voluntary liquidation. A liquidator was
owing © lga . muncration of 4% on assets realized and 5% of the amount distributed 1o Equity
:pr"‘i'“ ¥ .1; The 1iqujdator's expenses to Rs.20,000. The assets realized as follows:
ers.
shareh®

Land 1l BUILIDG rrcsressnnrssssessssssnssstsisnesiiassssnsss st sessases st ssssssansssesns Rs.400,000
plant B T Rs.275,000
TR o P R ST PR STt S RO Rs.75,000
lmrcnml'y.--- . 3
Accmlﬂts Rcccivable ................................................................................................. &37,292

i od: L‘,qujdator's Final Statement of Account.
e Ans.: Equity shareholders Rs.81.714

: 5
umo my went into liquidation on 31 Ashad 2070, when the following balance sheer was
Jrcpamd- .
—  Liabilities Amount Assets Amount
Capital: 10,000 preference shares of Rs. 15 each.. | 1,50,000|Land and Buiiding..... 2,00,000
20,000 equity shares of Rs.102ach ... 2,00,000{Plant and Machinery... 2,50,000
2,000 equity Shares of Rs.10 each Rs.5 paid up... | ~1,50,000{Stock e | 1,20,000
Loan secured by hypothecation of land & Building. |  2,00,000{Debtors e | 1,10,000
Preferental 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
|

;[vbhc B.ad Company Limited passes a resolutions for voluntary winding-up December 31% 2012,
*1en its balance sheet stood as follows:

E—-—-—-._____Uﬂl!“iﬂes Amount Assets Amount
R:ﬁlszl: 5,000 Fully paid equity shares of Plant and MAChINENY .....cuuumsusessmssmsssissssssssses 4,00,000
200 meach et | 5,00,000[Fumiture and Fiting......... 10,000
Shares ",Y Paid 6% cumulative preference Stock in Hand : .| 41,000
mm BACH oo | 2,00,000|Sundry Debtors | 250,000
Unsecureg cr . ocured on piant & machinery) | 4,00,000|Cashin hand..... | 10,000
% 350 000 |Profit and LOSS ACCOUNt .o 4,39,000
. 11,50,000 11,50,000

l: 1 - . - .
fnlJ:r Up the liquidators statement of Accounts as at the end of the winding up by considering the
Wing related info fiatioh.

.
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a)
b)
<)
d)

¢)
f)

Dividend on preference shares r emains unpaid for full one year.

Interest (payable annually on June 30) on deb enture has been paid up to June 30* 2013 op|
Unsecured credirors incuded Rs.5,000 as preferential creditors. Y
Plant and machinery realized Rs.2,00,000 furniture, and fitting Rs,5,000 sundry del
Rs.2,35,000 and stock realize nothing. tony
The expenses of winding up amount to Rs.3,400.
The liquidaror'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 1 355

Question No. 27

XYZ Ltd. went into voluntary liquidation. The various assets including the assets in the hand of

secured credirors realized Rs.6,25,000. The liquidator was entitled to a remuneration of 2% oy, the

assets realized (excluding the assets in the hand of secured creditors) and a commission of 3% o
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 sharcholders -
on pro-rata basis.

Required: Liquidator's Final Statement of Account.

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

PAZLIRY




