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University 2 mark 

Liquidation  

1. Define liquidation 2 times  

 It is a process by which a company is closed. 

 All assets of company are realized and settlements of liabilities are made. 

 The remaining balance is aid back to the shareholders in their contribution ratio. 

2. What are the made of winding up? 

 Winding up is a process by which a company is dissolved. 

 During winding up company assets are sold and applied in payment of debts. 

3. Who is a liquidator?  2 times  

 At the time of winding up of company, an official person is appointed by court. 

 He carryout all the proceedings in relation with the winding u of company for realization. 

 His remuneration is fixed at the time of appointment. 

4. What do you mean by liquidator final statement of account? 

 An official person is appointed by court or any other person of a company. 

 A statement is prepared by him is called liquidators final statement of accounts. 

5. Who are preferential creditors? 5 times  

 Preferential creditor includes the amount payable government and employees, taxes, fees, 

electricity charges, water supply charge etc are the examples of payable due to government.  

 Similarly Salaries and wages, provident fund, gratuity and other amount payable to the 

employee are the some examples of due to employees. 

 Preferential creditors are one who has preferential rights in claiming their dues and payment 

at time of settlement of the company comparing to other creditors.  

6. What is voluntary winding up? 

 A company is wound up either by member or creditors. 

 It takes place by passing on resolution in the general meeting. 

7. Who is secured creditors? 

 The amount borrowed against mortgage of any asset is called secured creditor. 

 It may partly secure or fully secured. 

8. Write a note on member's voluntary winding up company? 

 When the members of the company decide to wind it up oven when its financial position is so 

sound that is can pay all its debts, the winding up is called pay all its debt, the winding up is 

called “members” voluntary windings up. 
9. What do you mean by statement of affairs? 

 The statement to be prepared and submitted by the officers and directors of a company 

according to sec 454 and 511A, within 21 days of the tribunal’s order is known as statement of 

affairs. 

 

 

 



10. List out the order of payment at the time of liquidation. 

 The amounts realized from the assets not specifically pledged and the amounts contributed. 

a) Legal charges. 

b) Liquidator remuneration. 

c) Cost of expenses of winding up. 

d) Preferential creditors. 

e) Creditors secured creditors. 

f) Creditors secured by floating charge. 

11. Calculation of liquidator remuneration. 

 Percentage on asset realized. 

 Percentage on amount distributed to unsecured creditors. 

 Percentage on amount distributed to equity shareholders. 

12. What is mean by compulsory winding up? 

 A compulsory winding up occur by an order of the court made on a petition filled by the 

company, its creditors or shareholders.  

13. What is unsecured creditors? 

 The amount borrowed without any mortgage of any asset is called unsecured creditor. 

14. What is meant by liquidator's final statement of account? 4 times  

 The liquidator is required to keep proper books to record receipts and payments which 

are known as liquidator's final statement. 

 The liquidator has to submit a report along with audited final account to the CRO. 

 The liquidator has to submit the statement to the court in the case of compulsory 

liquidation and to the company in a voluntary liquidation. 

 

Banking Company Accounts 

1. Definition of Banking. 2 times 

 Banks in India and their activities are regulated by the banking regulation Act,1949 under 

sec 5(b) 

 Banking means accepting deposits of money from public for the purpose of lending. 

 Those deposits are repayable on demand and can be withdrawn by cheque, draft or 

otherwise. 

2. Define statutory liquidity ratio. 

 Statutory liquidity ratio (SLR) is the Indian government term for reserve requirement 

that the commercial bank in India require to maintain in the form of gold, government 

approved securities before providing credit to the customer. 

 SLR is determined by a percentage of total demand and liabilities. 

3. What do you mean by performing assets? 3 times  

 An assets become non – performing asset when it does not create any income for a bank. 

Therefore sub-standard advances of bank are classified as non – performing assets. 

4. What is rebate on bills discounted or unexpired discount? 5 times  

 Unexpired discount is a discount Rebate on bills discount in advance due to maturity 

date of bill discount is beyond the closure of accounting year 

5. What is Non – performing assets or Non- banking assets? 5 times 

 A Non – Performing Asset (NPA) is defined as credit facility in respect of which the 

interest and /or installment of principal has remained past due for specified period time.  



 In simple term an asset is tagged as on performing when it ceases to generate income for 

lender.  

6. What do you mean by branch adjustment? 

 It is inter- office adjustments balances, if in credit it should be shown in schedule No 5 

 If in debit it should be in shown in schedule No 11. 

 Only net position of inter- office accounts, inland as well as foreign should be shown here. 

7. What is money at call and short notice? 

 It includes deposits repayable within 15 days or less than 15 days' notice lent in the 

inter- bank call money market. 

 Namely with bank or with other institution. 

8. What is called bank overdraft? 

 When a current account customer is permitted to draw more that what to his credit is 

called bank overdraft. 

9. What is statutory reserve? 

 Statutory reserve means that at least 25% of the profit prior to declaration of dividend 

must be transferred to the reserve fund. 

10. What are the types of deposits? 

 Fixed deposit 

 Cumulative deposit 

 Saving deposit 

 Recurring deposit 

 Cash certificate  

 Current accounts 

Amalgamation, Absorption and External Reconstruction 

1. What is purchase consideration? 

 Purchase consideration is define as " the aggregate of the shares and other securities issued and 

payment made in the form of cash or other asset by the transferee company to the shareholders 

of the transferor company" 

2. What is Net asset method of purchase consideration? 

 It is method used calculate the net asset value by deducting all the liabilities taken over 

by the transferee company from the entire asset taken by the transferee company.  

 The value of the assets and liabilities is not that appear in the balance sheet but it is that 

which is deducted between the two companies. 

3. What is external reconstruction? 

 When an existing company is liquidated and anew company is formed with the same 

shareholders to take over the business. It is called as external reconstruction.    

 Sick companies with accumulated losses usually undergo such reconstruction.  

4. List out the methods of purchase consideration? 

 If all the modes of discharging the purchase consideration are given along with their 

individual amount – Net payment to shareholders basis should be used 

 In other case – Net Assert over basis Should be used   

5. What do you mean by Absorption? 

 When one existing company take over the business of one or more existing companies it 

is called as Absorption 

 The companies whose business is taken over are liquidated. No new company is formed. 



 For example: If the business of existing company X ltd is taken over by another 

company Y Ltd.  

6. What do you mean by Amalgamation? 

 The term Amalgamation is used when two or more companies into liquidation and new 

company is formed to take over their business. 

For Example: If a new company XY Ltd. Is formed to take over the business of two existing 

companies, X Ltd and Y Ltd 

Holding Company 

 1. Define subsidiary company 

 A subsidiary company is a company that is owned and controlled by holding company 

 Subsidiary company can be a company or corporation or limited liability company. 

 In  some case it is a government or state – owned enterprises.  

 2. What is holding company? 

 A company may acquire either the whole or majority of the shares of another company so have 

controlling interest in such a company or companies. The controlling company is called as holding 

company. 

 3. What are revenue profits? 

 Any profit earned by subsidiary company after date of acquisition is called as revenue profits.. 

 4. What do you understand by capital profit 

 Any profit or reserve standing in the balance sheet of subsidiary company on the date of 

purchase of shares by the holding company is called capital profit. 

5. What is minority interest? 

 A part of the share capital of a subsidiary company may be held by outsiders. 

 This interest of the outsiders is to be shown as minority interest. 

6. What do you mean by revenue profit? 

 The profits earned and losses incurred by the subsidiary in the post acquisition period are 

treated as revenue profits and revenue losses respectively. 

7. What do you mean by subsidiary company? 

 The company whose shares have been acquired is known as “subsidiary company” 

8. What is mutual owing? 

 Mutual owing is also known as intercompany transaction. 

 Loans advanced. 

 Bill of exchange drawn. 

 Sale or purchase of goods on credit. 

 Debentures issued. 

9.  What do you mean by unrealized profit on stock? 

 The companies of the same group have sold goods to each other at the profits and goods fill 

remain unsold at the end of the year company to whom the goods are sold. 

10. What is consolidation of balance sheet? 

 Consolidated balance sheet means combining the balance sheet of holding and its subsidiary 

company together. 

11. What are contingent liability? 

 Liability that may be incurred by an entity depending on the outcome of a uncertain future 

event. 



13. Define holding company. 

 A holding company is one of that holds either the whole of share or capital or majority of the 

shares. i.e, More than 51% of holding in or more companies so as to have a controlling interest 

in other companies. 

14. What is gross holding? 

 When the shares are held by both companies in each other is called gross holding. 

15. What is reserve fund? 

 A reserve fund is the money kept apart for attaining specific goods in future as & when it 

occurs so that the event can be met. 

16. What is mutual obligation? 

 Elimination of common transaction is called as mutual obligation. The holding company and 

the subsidiary company may owe money to other due to common transaction. 

17. What is stock revenue? 

 If the goods are sold at a profit by the subsidiary to the holding company or by holding 

company to the subsidiary company. 

 This profit is called stock reserve. 
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Liquidation   

1. Define liquidation 2 times   

• It is a process by which a company is closed.  

• All assets of company are realized and settlements of liabilities are made.  

• The remaining balance is aid back to the shareholders in their contribution ratio.  

2. What are the made of winding up?  

• Winding up is a process by which a company is dissolved.  

• During winding up company assets are sold and applied in payment of debts.  

3. Who is a liquidator?  2 times   

• At the time of winding up of company, an official person is appointed by court.  

• He carryout all the proceedings in relation with the winding u of company for realization.  

His remuneration is fixed at the time of appointment.  

4. What do you mean by liquidator final statement of account?  

• An official person is appointed by court or any other person of a company.  

• A statement is prepared by him is called liquidators final statement of accounts.  

5. Who are preferential creditors? 5 times   

✓ Preferential creditor includes the amount payable government and employees, taxes, fees, 

electricity charges, water supply charge etc are the examples of payable due to government.   

✓ Similarly Salaries and wages, provident fund, gratuity and other amount payable to the 

employee are the some examples of due to employees.  

✓ Preferential creditors are one who has preferential rights in claiming their dues and payment 

at time of settlement of the company comparing to other creditors.   

6. What is voluntary winding up?  

• A company is wound up either by member or creditors.  

• It takes place by passing on resolution in the general meeting.  

7. Who is secured creditors?  

• The amount borrowed against mortgage of any asset is called secured creditor.  

• It may partly secure or fully secured.  

8. Write a note on member's voluntary winding up company?  

• When the members of the company decide to wind it up oven when its financial position is so 

sound that is can pay all its debts, the winding up is called pay all its debt, the winding up is 

called “members” voluntary windings up.  
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9. What do you mean by statement of affairs?  

• The statement to be prepared and submitted by the officers and directors of a company 

according to sec 454 and 511A, within 21 days of the tribunal’s order is known as statement of 
affairs.   

  

10. List out the order of payment at the time of liquidation.  

• The amounts realized from the assets not specifically pledged and the amounts contributed. a) 

Legal charges.  

b) Liquidator remuneration.  

c) Cost of expenses of winding up.  

d) Preferential creditors.  

e) Creditors secured creditors.  

f) Creditors secured by floating charge.  

11. Calculation of liquidator remuneration.  

• Percentage on asset realized.  

• Percentage on amount distributed to unsecured creditors.  

• Percentage on amount distributed to equity shareholders.  

12. What is mean by compulsory winding up?  

• A compulsory winding up occur by an order of the court made on a petition filled by the 

company, its creditors or shareholders.   

13. What is unsecured creditors?  

   The amount borrowed without any mortgage of any asset is called unsecured creditor.  

14. What is meant by liquidator's final statement of account? 4 times   

✓ The liquidator is required to keep proper books to record receipts and payments 

which are known as liquidator's final statement.  

✓ The liquidator has to submit a report along with audited final account to the CRO.  

✓ The liquidator has to submit the statement to the court in the case of compulsory 

liquidation and to the company in a voluntary liquidation.  
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Banking Company Accounts  

1. Definition of Banking. 2 times  

a. Banks in India and their activities are regulated by the banking regulation Act,1949 under 

sec 5(b)  

b. Banking means accepting deposits of money from public for the purpose of lending.  

c. Those deposits are repayable on demand and can be withdrawn by cheque, draft or 

otherwise.  

2. Define statutory liquidity ratio.  

✓ Statutory liquidity ratio (SLR) is the Indian government term for reserve requirement 

that the commercial bank in India require to maintain in the form of gold, government 

approved securities before providing credit to the customer.  

✓ SLR is determined by a percentage of total demand and liabilities.  

3. What do you mean by performing assets? 3 times   

✓ An assets become non – performing asset when it does not create any income for a 

bank. Therefore sub-standard advances of bank are classified as non – performing 

assets.  

4. What is rebate on bills discounted or unexpired discount? 5 times   

 Unexpired discount is a discount Rebate on bills discount in advance due to maturity 

date of bill discount is beyond the closure of accounting year  

5. What is Non – performing assets or Non- banking assets? 5 times  

✓ A Non – Performing Asset (NPA) is defined as credit facility in respect of which the 

interest and /or installment of principal has remained past due for specified period 

time.   

✓ In simple term an asset is tagged as on performing when it ceases to generate income 

for lender.   

6. What do you mean by branch adjustment?  

• It is inter- office adjustments balances, if in credit it should be shown in schedule No 5 

 If in debit it should be in shown in schedule No 11.  

• Only net position of inter- office accounts, inland as well as foreign should be shown 

here.  

7. What is money at call and short notice?  

• It includes deposits repayable within 15 days or less than 15 days' notice lent in the 

inter- bank call money market.  

• Namely with bank or with other institution.  

8. What is called bank overdraft?  

  When a current account customer is permitted to draw more that what to his credit is 

called bank overdraft.  
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9. What is statutory reserve?  

 Statutory reserve means that at least 25% of the profit prior to declaration of dividend 

must be transferred to the reserve fund.  

10. What are the types of deposits?  

• Fixed deposit  

• Cumulative deposit  

• Saving deposit  

• Recurring deposit  

• Cash certificate   

• Current accounts  

 

 

Amalgamation, Absorption and External Reconstruction  

1. What is purchase consideration?  

 Purchase consideration is define as " the aggregate of the shares and other securities issued and 

payment made in the form of cash or other asset by the transferee company to the 

shareholders of the transferor company"  

2. What is Net asset method of purchase consideration?  

✓ It is method used calculate the net asset value by deducting all the liabilities taken 

over by the transferee company from the entire asset taken by the transferee 

company.   

✓ The value of the assets and liabilities is not that appear in the balance sheet but it is 

that which is deducted between the two companies.  

3. What is external reconstruction?  

✓ When an existing company is liquidated and anew company is formed with the 

same shareholders to take over the business. It is called as external reconstruction.    

✓ Sick companies with accumulated losses usually undergo such reconstruction.   

4. List out the methods of purchase consideration?  

✓ If all the modes of discharging the purchase consideration are given along with their 

individual amount – Net payment to shareholders basis should be used  

✓ In other case – Net Assert over basis Should be used    

5. What do you mean by Absorption?  

✓ When one existing company take over the business of one or more existing companies 

it is called as Absorption  

✓ The companies whose business is taken over are liquidated. No new company is 

formed.  

✓ For example: If the business of existing company X ltd is taken over by another 

company Y Ltd.   
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6. What do you mean by Amalgamation?  

  The term Amalgamation is used when two or more companies into liquidation and 

new company is formed to take over their business.  

For Example: If a new company XY Ltd. Is formed to take over the business of two existing 

companies, X Ltd and Y Ltd  

Holding Company  

1. Define subsidiary company  

• A subsidiary company is a company that is owned and controlled by holding company  

Subsidiary company can be a company or corporation or limited liability company.  

• In  some case it is a government or state – owned enterprises.   

2. What is holding company?  

• A company may acquire either the whole or majority of the shares of another company so 

have controlling interest in such a company or companies. The controlling company is called 

as holding company.  

3. What are revenue profits?  

• Any profit earned by subsidiary company after date of acquisition is called as revenue profits..  

4. What do you understand by capital profit  

• Any profit or reserve standing in the balance sheet of subsidiary company on the date of 

purchase of shares by the holding company is called capital profit.  

5. What is minority interest?  

  A part of the share capital of a subsidiary company may be held by outsiders. 

  This interest of the outsiders is to be shown as minority interest.  

6. What do you mean by revenue profit?  

• The profits earned and losses incurred by the subsidiary in the post acquisition period are 

treated as revenue profits and revenue losses respectively.  

7. What do you mean by subsidiary company?  

   The company whose shares have been acquired is known as “subsidiary company”  

8. What is mutual owing?  

  Mutual owing is also known as intercompany transaction.  

• Loans advanced.  

• Bill of exchange drawn.  

• Sale or purchase of goods on credit.  Debentures issued.  

9. What do you mean by unrealized profit on stock?  

• The companies of the same group have sold goods to each other at the profits and goods fill 

remain unsold at the end of the year company to whom the goods are sold.  
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10. What is consolidation of balance sheet?  

• Consolidated balance sheet means combining the balance sheet of holding and its subsidiary 

company together.  

11. What are contingent liability?  

• Liability that may be incurred by an entity depending on the outcome of a uncertain future 

event.  

13. Define holding company.  

  A holding company is one of that holds either the whole of share or capital or majority of the 

shares. i.e, More than 51% of holding in or more companies so as to have a controlling 

interest in other companies.  

14. What is gross holding?  

   When the shares are held by both companies in each other is called gross holding.  

15. What is reserve fund?  

 A reserve fund is the money kept apart for attaining specific goods in future as & when it 

occurs so that the event can be met.  

16. What is mutual obligation?  

  Elimination of common transaction is called as mutual obligation. The holding company 

and the subsidiary company may owe money to other due to common transaction.  

17. What is stock revenue?  

✓ If the goods are sold at a profit by the subsidiary to the holding company or by holding 

company to the subsidiary company.  

✓ This profit is called stock reserve.  

  

  

  

  

 


