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Companies Act 1985
1985 CHAPTER 6

PART XX

WINDING UP OF COMPANIES REGISTERED UNDER
THIS ACT OR THE FORMER COMPANIES ACTS

CHAPTER I

PRELIMINARY

Modes of winding up

501 The three modes in which a company may be wound up

(1) The winding up of a company may be either—
(a) by the court, or
(b) voluntary, or
(c) subject to me supervision of the court.

(2) This Part applies, unless the contrary appears, to the winding up of a company in any
of those modes.

Contributories

502 Liability as contributories of present and past members

(1) When a company is wound up, every present and past member is liable to contribute
to its assets to any amount sufficient for payment of its debts and liabilities, and the
costs, charges and expenses of the winding up, and for the adjustment of the rights of
the contributories among themselves.

(2) This is subject as follows—
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(a) a past member is not liable to contribute if he has ceased to be a member for
one year or more before the commencement of the winding up;

(b) a past member is not liable to contribute in respect of any debt or liability of
the company contracted after he ceased to be a member;

(c) a past member is not liable to contribute unless it appears to the court that the
existing members are unable to satisfy the contributions required to be made
by them in pursuance of this Act;

(d) in the case of a company limited by shares, no contribution is required from
any member exceeding the amount (if any) unpaid on the shares in respect of
which he is liable as a present or past member;

(e) nothing in this Act invalidates any provision contained in a policy of insurance
or other contract whereby the liability of individual members on the policy or
contract is restricted, or whereby the funds of the company are alone made
liable in respect of the policy or contract;

(f) a sum due to any member of the company (in his character of a member)
by way of dividends, profits or otherwise is not deemed to be a debt of the
company, payable to that member in a case of competition between himself
and any other creditor not a member of the company, but any such sum may
be taken into account for the purpose of the final adjustment of the rights of
the contributories among themselves.

(3) In the case of a company limited by guarantee, no contribution is required from any
member exceeding the amount undertaken to be contributed by him to the company's
assets in the event of its being wound up; but if it is a company with a share capital,
every member of it is liable (in addition to the amount so undertaken to be contributed
to the assets), to contribute to the extent of any sums unpaid on shares held by him.

503 Directors, etc., with unlimited liability

(1) In the winding up of a limited company, any director or manager (whether past or
present) whose liability is under this Act unlimited is liable, in addition to his liability
(if any) to contribute as an ordinary member, to make a further contribution as if he
were at the commencement of the winding up a member of an unlimited company.

(2) However—
(a) a past director or manager is not liable to make such further contribution if

he has ceased to hold office for a year or more before the commencement of
the winding up;

(b) a past director or manager is not liable to make such further contribution in
respect of any debt or liability of the company contracted after he ceased to
hold office;

(c) subject to the company's articles, a director or manager is not liable to make
such further contribution unless the court deems it necessary to require that
contribution in order to satisfy the company's debts and liabilities and the
costs, charges and expenses of the winding up.

504 Liability of past directors and shareholders

(1) This section applies where a company is being wound up and—
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(a) it has under Chapter VII of Part V made a payment out of capital in respect
of the redemption or purchase of any of its own shares (the payment being
referred to below as " the relevant payment"), and

(b) the aggregate amount of the company's assets and the amounts paid by way of
contribution to its assets (apart from this section) is not sufficient for payment
of its debts and liabilities and the costs, charges and expenses of the winding
up.

(2) If the winding up commenced within one year of the date on which the relevant
payment was made, then—

(a) the person from whom the shares were redeemed or purchased, and
(b) the directors who signed the statutory declaration made in accordance with

section 173(3) for purposes of the redemption or purchase (except a director
who shows that he had reasonable grounds for forming the opinion set out in
the declaration),

are, so as to enable that insufficiency to be met, liable to contribute to the following
extent to the company's assets.

(3) A person from whom any of the shares were redeemed or purchased is liable to
contribute an amount not exceeding so much of the relevant payment as was made by
the company in respect of his shares; and the directors are jointly and severally liable
with that person to contribute that amount.

(4) A person who has contributed any amount to the assets in pursuance of this section
may apply to the court for an order directing any other person jointly and severally
liable in respect of that amount to pay him such amount as the court thinks just and
equitable.

(5) Sections 502 and 503 above do not apply in relation to liability accruing by virtue of
this section.

(6) This section is deemed included in Chapter VII of Part V for the purposes of the
Secretary of State's power to make regulations under section 179.

505 Limited company formerly unlimited

(1) This section applies in the case of a company being wound up which was at some
former time registered as unlimited but has re-registered—

(a) as a public company under section 43 of this Act (or the former corresponding
provision, section 5 of the Companies Act 1980), or

(b) as a limited company under section 51 of this Act (or the former corresponding
provision, section 44 of the Companies Act 1967).

(2) Notwithstanding section 502(2)(a) above, a past member of the company who was a
member of it at the time of re-registration, if the winding up commences within the
period of 3 years beginning with the day on which the company was re-registered,
is liable to contribute to the assets of the company in respect of debts and liabilities
contracted before that time.

(3) If no persons who were members of the company at that time are existing members
of it, a person who at that time was a present or past member is liable to contribute
as above notwithstanding that the existing members have satisfied the contributions
required to be made by them under this Act.
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This applies subject to section 502(2)(a) above and to subsection (2) of this section,
but notwithstanding section 502(2)(c).

(4) Notwithstanding section 502(2)(d) and (3), there is no limit on the amount which a
person who, at that time, was a past or present member of the company is liable to
contribute as above.

506 Unlimited company formerly limited

(1) This section applies in the case of a company being wound up which was at some
former time registered as limited but has been re-registered as unlimited under
section 49 (or the former corresponding provision, section 43 of the Companies Act
1967).

(2) A person who, at the time when the application for the company to be re-registered
was lodged, was a past member of the company and did not after that again become
a member of it is not liable to contribute to the assets of the company more than he
would have been liable to contribute had the company not been re-registered.

507 Meaning of " contributory "

(1) In this Act, the expression "contributory" means every person liable to contribute to
the assets of a company in the event of its being wound up, and for the purposes of
all proceedings for determining, and all proceedings prior to the final determination
of, the persons who are to be deemed contributories, includes any person alleged to
be a contributory.

(2) A reference in a company's articles to a contributory does not (unless the context
requires) include a person who is a contributory only by virtue of section 504.

This subsection is deemed included in Chapter VII of Part V for the purposes of the
Secretary of State's power to make regulations under section 179.

508 Nature of contributory's Lability

The liability of a contributory creates a debt (in England and Wales in the nature of
a specialty) accruing due from him at the time when his liability commenced, but
payable at the times when calls are made for enforcing the liability.

509 Contributories in case of death of a member

(1) If a contributory dies either before or after he has been placed on the list of
contributories, his personal representatives, and the heirs and legatees of heritage of his
heritable estate in Scotland, are liable in a due course of administration to contribute
to the assets of the company in discharge of his liability and are contributories
accordingly.

(2) Where the personal representatives are placed on the list of contributories, the heirs
or legatees of heritage need not be added, but they may be added as and when the
court thinks fit.

(3) If in England and Wales the personal representatives make default in paying any
money ordered to be paid by them, proceedings may be taken for administering the



Companies Act 1985 (c. 6)
PART XX – Winding Up of Companies Registered Under this Act or the Former Companies Acts
CHAPTER I – Preliminary
Document Generated: 2024-02-28

5

Status:  This is the original version (as it was originally enacted). This
item of legislation is currently only available in its original format.

estate of the deceased contributory and for compelling payment out of it of the money
due.

510 Effect of contributory's bankruptcy

(1) The following applies if a contributory becomes bankrupt, either before or after he has
been placed on the list of contributories.

(2) His trustee in bankruptcy represents him for all purposes of the winding up, and is a
contributory accordingly.

(3) The trustee may be called on to admit to proof against the bankrupt's estate, or
otherwise allow to be paid out of the bankrupt's assets in due course of law, any money
due from the bankrupt in respect of his liability to contribute to the company's assets.

(4) There may be proved against the bankrupt's estate the estimated value of his liability
to future calls as well as calls already made.

511 Companies registered under Part XXII, Chapter II

(1) The following applies in the event of a company being wound up which has been
registered under section 680 (or the previous corresponding provision).

(2) Every person is a contributory, in respect of the company's debts and liabilities
contracted before registration, who is liable—

(a) to pay, or contribute to the payment of, any debt or liability so contracted, or
(b) to pay, or contribute to the payment of, any sum for the adjustment of the rights

of the members among themselves in respect of any such debt or liability, or
(c) to pay, or contribute to the payment of, the costs and expenses of winding up

the company, so far as relates to the debts or liabilities above-mentioned.

(3) Every contributory is liable to contribute to the assets of the company, in the course
of the winding up, all sums due from him in respect of any such liability.

(4) In the event of the death, bankruptcy or insolvency of any contributory, provisions
of this Act with respect to the personal representatives, to the heirs and legatees
of heritage of the heritable estate in Scotland of deceased contributories and to the
trustees of bankrupt or insolvent contributories respectively, apply.


