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ABSTRACT 

Incorporated companies a re a bye product of the evol 

evolution of c a p i t a l i s t economies where the main objective 

is p ro f i t maximisation. The owners of these companies enjoy 

some l ega l privilages which include l imited l i a b i l i t y up 

to only the amount of shares they had subscribed to, but had 

not fu l ly paid up for ( i f any ) , separate l e g a l personal i ty 

for the company d i f fe ren t and aside from tha t of i t s owners, 

perpetual succession e t c . These companies, l i ke the pro 

proverbial goose, continue to produce p ro f i t s for i t s 

owners in perpe tu i ty u n t i l some unforseen or unfavourable 

economic or s o c i a l problem develops that makes the company 

not to function proper ly . When such discomfort occurs, 

the company is sa id to be d i s t r e s sed and the d i s t r e s s 

must be tackled urgent ly and decis ive ly if the company must 

surv ive . 

Schemes of arrangements such as arrangements and 

compromise, mergers and takeovers , receiverships e tc may be 

employed to revive an a i l i n g company. These schemes 

sometimes succeed, sometimes they f a i l to produce the desired 

r e s u l t s , and where they f a i l , l i q u i d a t i o n may becomes 

i n e v i t a b l e . 
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The members, creditors or other persons who have a 

stake in the company or other concerned persons who have an 

ailing company on band that does not respond to the schemes 

of arrangement employed to revive it may now decide what type 

of liquidation process to adopt in winding up the company. 

Three options are open to them: compulsory liquidation by 

court order, voluntary liquidation by members or creditors 

of the company and liquidation under court supervision. 

By whichever process the company is liquidated, the ultimate 

aim is to collect the assets of the company, pay off the 

cost of the liquidation and settle the creditors. If any 

thing is left over from settling the cost of the winding up 

i.e. if further fund3 are left over, then the contributaries 

are settled and sometimes the employees too are settled; 

if there is a provision to that effect. 

Liquidation is a drastic measure. It brings the life 

of a company to an end but does not guatantee that those 

who have a stake therein will get any thing out of it, 

depending on whether or not there are enough assets to meet 

the claims of all those legitimately entitled thereto. 
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