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Companies Act 1985
1985 CHAPTER 6

PART V

SHARE CAPITAL, ITS INCREASE, MAINTENANCE AND REDUCTION

CHAPTER VII

REDEEMABLE SHARES ; PURCHASE BY A COMPANY OF ITS OWN SHARES

Supplementary

178 Effect of company's failure to redeem or purchase

(1) This section has effect where a company has, on or after 15th June 1982,—
(a) issued shares on terms that they are or are liable to be redeemed, or
(b) agreed to purchase any of its own shares.

(2) The company is not liable in damages in respect of any failure on its part to redeem
or purchase any of the shares.

(3) Subsection (2) is without prejudice to any right of the holder of the shares other than
his right to sue the company for damages in respect of its failure; but the court shall
not grant an order for specific performance of the terms of redemption or purchase if
the company shows that it is unable to meet the costs of redeeming or purchasing the
shares in question out of distributable profits.

(4) If the company is wound up and at the commencement of the winding up any of the
shares have not been redeemed or purchased, the terms of redemption or purchase may
be enforced against the company ; and when shares are redeemed or purchased under
this subsection, they are treated as cancelled.

(5) However, subsection (4) does not apply if—
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(a) the terms provided for the redemption or purchase to take place at a date later
than that of the commencement of the winding up, or

(b) during the period beginning with the date on which the redemption or purchase
was to have taken place and ending with the commencement of the winding
up the company could not at any time have lawfully made a distribution equal
in value to the price at which the shares were to have been redeemed or
purchased.

(6) There shall be paid in priority to any amount which the company is liable under
subsection (4) to pay in respect of any shares—

(a) all other debts and liabilities of the company (other than any due to members
in their character as such),

(b) if other shares carry rights (whether as to capital or as to income) which are
preferred to the rights as to capital attaching to the first-mentioned shares, any
amount due in satisfaction of those preferred rights;

but, subject to that, any such amount shall be paid in priority to any amounts due to
members in satisfaction of their rights (whether as to capital or income) as members.

(7) Where by virtue of section 66 of the Bankruptcy Act 1914 (payment of interest
on debts) as applied by section 612 (application of bankruptcy rules to insolvent
companies in England and Wales) a creditor of a company is entitled to payment of
any interest only after payment of all other debts of the company, the company's debts
and liabilities for purposes of subsection (6) of this section include the liability to pay
that interest.


