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INTRODUCTION

● Liquidation: It is a legal procedure by which a company comes 
to an end. This term has not been used in the Companies Act, 
2013. 

● Winding-up : it means closing a company. The company 
ceases to carry on its business operations under winding-up. It 
also includes Liquidation.



MODE OF WINDING-UP

BY THE TRIBUNAL
VOLUNTARY 
WINDING-UP



WINDING-UP BY THE TRIBUNAL
(COMPULSORY WINDING-UP) 
CIRCUMSTANCES:

● Company has resolved by a special resolution to be wound up by a Tribunal.
● Company has acted against the sovereignty, integrity and security of the nation.
● Company has not filed the financial statements or annual returns for preceding 

five consecutive years
● Company has undertaken fraudulent activities or any other unlawful business or 

any person or management connected with the formation of company is found 
guilty of fraud or any kind of misconduct.

● It is deemed just and equitable to the tribunal to wind up the company.



VOLUNTARY WINDING-UP

CIRCUMSTANCES:

● by passing of a special resolution
● as a result of expiry of its time period as fixed by the Articles of 

Association or the completion of the project or event for which 
it was constituted.



TOPICS TO BE COVERED:

1. STATEMENT OF AFFAIRS
2. DEFICIENCY ACCOUNT
3. LIQUIDATOR’S FINAL STATEMENT OF ACCOUNT
4. PREFERENTIAL CREDITORS



Statement of Affairs (Format)







Deficiency Account (Format)



Liquidator’s Final Statement of Account 
(Format)



PREFERENTIAL PAYMENTS

Preferential creditors are the part of Unsecured Creditors who have priority of claim 
over other unsecured creditors.

● All revenue, taxes, cesses and rates, whether payable to Government or to local 
authority, due and payable by the company within 12 months before the date of 
commencement of winding up.

● All wages or salaries ( including commission earned ) 
● All accrued holiday remuneration
● All sums due as compensation under Workmen's Compensation Act, 1923
● All sums due to an employee from provident fund, pension or any other fund 

maintained for the welfare of the employees


