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JAYA COLLEGE OF ARTS & SCIENCE
DEPARTMENT OF COMMERCE
ADVANCED CORPORATE ACCOUNTING
University 2 mark

Liquidation

. Define liquidation 2 times

e Itis a process by which a company is closed.

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

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

. What are the made of winding up?

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

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

. Who is a liquidator? 2 times

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

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

e His remuneration is fixed at the time of appointment.

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

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

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

. Who are preferential creditors? 5 times

v' 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.

v’ Similarly Salaries and wages, provident fund, gratuity and other amount payable to the
employee are the some examples of due to employees.

v 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.

. What is voluntary winding up?

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

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

. Who is secured creditors?

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

e It may partly secure or fully secured.

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

e  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.

. What do you mean by statement of affairs?

e 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.
¢) Cost of expenses of winding up.
d) Preferential creditors.
e) Creditors secured creditors.
f) Creditors secured by floating charge.
11. Calculation of liquidator remuneration.
e Percentage on asset realized.
¢ Percentage on amount distributed to unsecured creditors.
e Percentage on amount distributed to equity shareholders.
12. What is mean by compulsory winding up?
e 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?
e 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
v The liquidator is required to keep proper books to record receipts and payments which
are known as liquidator's final statement.
v The liquidator has to submit a report along with audited final account to the CRO.
v 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

v Banks in India and their activities are regulated by the banking regulation Act,1949 under
sec 5(b)

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

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

2. Define statutory liquidity ratio.

v’ 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.

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

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

v' 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

e 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

v' 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.




v 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?
e [Itis inter- office adjustments balances, if in credit it should be shown in schedule No 5
e 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?
e It includes deposits repayable within 15 days or less than 15 days' notice lent in the
inter- bank call money market.
e Namely with bank or with other institution.
8. What is called bank overdraft?
e  When a current account customer is permitted to draw more that what to his credit is
called bank overdraft.
9. What is statutory reserve?
e 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
e Saving deposit
e Recurring deposit
e Cash certificate
e Current accounts
Amalgamation, Absorption and External Reconstruction
1. What is purchase consideration?

e 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?
v 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.
v 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?
v" 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.
v’ Sick companies with accumulated losses usually undergo such reconstruction.
4. List out the methods of purchase consideration?
v If all the modes of discharging the purchase consideration are given along with their
individual amount — Net payment to shareholders basis should be used
v" In other case — Net Assert over basis Should be used
5. What do you mean by Absorption?
v" When one existing company take over the business of one or more existing companies it
is called as Absorption
v" The companies whose business is taken over are liquidated. No new company is formed.




v For example: If the business of existing company X Itd is taken over by another
company Y Ltd.
6. What do you mean by Amalgamation?
e 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

e 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?

e 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?
e Any profit earned by subsidiary company after date of acquisition is called as revenue profits..
4. What do you understand by capital profit
e 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?
e A part of the share capital of a subsidiary company may be held by outsiders.
e This interest of the outsiders is to be shown as minority interest.
6. What do you mean by revenue profit?
e 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?
e 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.
e Loans advanced.
¢ Bill of exchange drawn.
e Sale or purchase of goods on credit.
e Debentures issued.
9. What do you mean by unrealized profit on stock?
e 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?
e Consolidated balance sheet means combining the balance sheet of holding and its subsidiary
company together.
11. What are contingent liability?
e 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?
e 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?
v If the goods are sold at a profit by the subsidiary to the holding company or by holding
company to the subsidiary company.
v This profit is called stock reserve.




JAYA COLLEGE OF ARTS AND SCIENCE
THIRUNINRAVUR -602024

DEPARTMENT OF COMMERCE

A STUDY ON BALANCE SHEET NOTE NUMBERS IN MNC SECTORS
(Relating companies balance sheet with human part of body)

Balance Sheet

Currmnt Axsats

. Current Liabilities
. Long Term Assets
. Leng Term Lisbiliey

. Shareholder's Equity *

VISION: create knowledge, capture knowledge and use the knowledge wider to become
wisdom person

January 2021

Scanned with CamScanner




L PFT\
f'_q.lh”

KEYWORDS: Financial performance, Current ratio, Solvency ratlo, Asset tumover mtio, Return on
capital employed.

ORIECTIVES:

% To compare the liquidity of selected electrical multinationals during the period of study.
< To detenmine that how much of total assets are financed by outsider funds.

< To study if the funds have been used efficient

% To measuring the results of a firm's policies and operations in monetary terms.

—= - e N

Scanned with CamScanner



Scanned with CamScanner




Scanned with CamScanner




Jo

Almtwreant ol Al
1 Farvset
T ——
i [ S e e e il Dot § sty P | l-._. .y
“‘. ‘_u_-'.!ll-u".“-_ _—: .- ’
o e S S L —a0
L] :M!”: ﬁlh“ l-g-__
A htﬂr-i--._HHh ul...ﬂ_-lﬂnlnI . ]
J o el s by i :
[ [P T Te———— ™) e
L R | e
0| i e _Flr = .
[ [ —r— 100 L]
1 e st Pt 3 e i o B .
V] P oo Wi o w7 1 nu
g e e 04 0 15wt
I L o)
o Dot um | s
'q'h“-. e | N
| R (T e ——r— b (1M
M| Wt Bt Comma Pt IR vt of b ' 0
Ay e Bae a1 oM i

Scanned with CamScanner




NOTE NUMBERS IN BALANCE SHEET

g'hmi l-ff‘ll""- \ean
£ Advence

(D_p 5‘";612. C..-‘JPH“-P

16 Sher} term Provisien.
& hgr'rau'n;ﬂ ’

i — @) Yyade poyabled !
|- e\ #@ Antangide ASSB)

Tovend ory. /]j (1. \ \ : .

@) —— L\ @ frede vsivalies)

R -'\ V| Back bone 0FHhe componyy

)

' .1,.r 'é}:B_\_gﬂv[—'

T 0=> cadp S balence
@ hcmh-;?
—>® Tongible HSSels)

P

5@ Ynlonaie Assel)

Scanned with CamScanner



DETAIL FORMAY FOR DALANGIEE SHEETOF ASON
(AS PER REVISED SCHEDULE Vi)

S — G -

Lk uuiu uul Linhilites Nute No Amnunt ()
||‘-ll'sl{t|ltlllll RS TUNDS | e
Share capita] = Eye9 I Lot
Reserves and Sueplis = Far§ ! Rl
W NONCURRENT LIARNDTIES

Long term borrowings 5 nese. 3 AAA

) CURRENT LIABILITTES
Short term borrowings = voulh | XXX
Trade payubles & Shouldey ¢ m;]'h\) 3 XXX
Shortterm provisions = Teeth O XXX
__ Other current “"hi““”""lﬁhﬂlﬁlﬂﬁﬁﬁﬂ‘) 7 XXX
Total (i + il + lil) XXX

1. Assety Note No, Amount ()

) NON- CURRENT ASSETS:
Tangible assels = outside of the h”‘:"? B XXX
Intangible assets ~y Feel of Heavl beat 0 XXX
Non-current Investments=y Frain 1) XXX

1) CURRENT ASSETS:

Trade receivables = BacR Bone. 1 XXX
Short term loans an ;td\'nlu.'t:}i..} Haix ‘#w:hﬂ 12 XXX
Other current assets => Lower pads of bmlp 13 XXX
Closing stock =5 Stomach, 14 XXX
Cash and cash equivalent -y b\_nﬂcl_ [N XXX
B Total (i + ii) XXX

Scanned with CamScanner



Scanned with CamScanner



Scanned with CamScanner




Scanned with CamScanner




Scanned with CamScanner



CONCLUSION:

“ To summarize, the Balance Sheet
Assets, Liabilities and Owners Equity. ._
% The Balance Sheet comes in 3 formats - The Acee
Working Capital Format. ,
% 11s helps the investor to choose the share capital for their invests
liquidity position of the company,
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DEPARTMENT OF COMMERCE
ADVANCED CORPORATE ACCOUNTING University
2 mark

Liquidation

Define liquidation 2 times
* Itis 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.
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.
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.
What do you mean by liquidator final statement of account?
* An official person is appointed by court or any other person of a company.
* Astatement is prepared by him is called liquidators final statement of accounts.
Who are preferential creditors? 5 times
v’ 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.
v' Similarly Salaries and wages, provident fund, gratuity and other amount payable to the
employee are the some examples of due to employees.
v’ 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.
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.
Who is secured creditors?
* The amount borrowed against mortgage of any asset is called secured creditor.
* It may partly secure or fully secured.
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.
¢) 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
v The liquidator is required to keep proper books to record receipts and payments
which are known as liquidator's final statement.
v The liquidator has to submit a report along with audited final account to the CRO.
v The liquidator has to submit the statement to the court in the case of compulsory
liguidation 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.
Those deposits are repayable on demand and can be withdrawn by cheque, draft or
otherwise.

2. Define statutory liquidity ratio.

v’ 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.

v SLRis determined by a percentage of total demand and liabilities.

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

v’ 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. Whatis Non — performing assets or Non- banking assets? 5 times
v" 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.
v'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?
* Itis 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?
* Itincludes 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?

v' Itis 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.

v 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?

v/ 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.

v’ Sick companies with accumulated losses usually undergo such reconstruction.

4. List out the methods of purchase consideration?
v' If all the modes of discharging the purchase consideration are given along with their
individual amount — Net payment to shareholders basis should be used
v In other case — Net Assert over basis Should be used
5. What do you mean by Absorption?
v" When one existing company take over the business of one or more existing companies
it is called as Absorption
v The companies whose business is taken over are liquidated. No new company is
formed.
v For example: If the business of existing company X Itd 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

*  Asubsidiary 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?

~ Areserve 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?
v’ If the goods are sold at a profit by the subsidiary to the holding company or by holding
company to the subsidiary company.
v’ This profit is called stock reserve.




