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Salomon v Salomon & Co. Ltd. [1897] AC 22 
Scenario: 
§ Aaron Salomon ran a boot-making business for 30 years as a sole trader, and formed a 

limited company in 1892. All the requirements of the CA 1862 were complied with. 
§ The CA 1862 required 7 shareholders; Mr Salomon, his wife and 5 children each took 1 

share each. 
§ Mr Salomon sells his business to Salomon & Co. Ltd. for £39,000; 

− 20,000 £1 shares 
− £9,000 cash (pays off the creditors of the old business) 
− £10,000 debenture, giving a floating charge over all the company’s assets. He is 

therefore a secured creditor. 
§ Therefore, Mr Salomon has limited liability, and a secured charge over the company 

assets, which he could claim to satisfy his own debt (separate personality). 
§ The business hit financial difficulties and a liquidator was appointed. The unsecured 

creditors sought to claim that Mr Salomon’s debenture was invalid, else he would be paid 
ahead of them. 

Held: 
§ Court of Appeal 

− Mr Salomon should indemnify the suing company as the purpose of Salomon & Co. 
Ltd. was to ‘cheat’ and ‘pervert’, and that it would be immoral to make Mr Salomon 
immune. 

§ House of Lords (highest court at the time) 
− The company was validly formed un the Joint Stock Companies Act 1844 and all 

requirements had been met e.g. 7 shareholders. 
− There was no requirement in the Act for good faith – the motives of the shareholders 

are irrelevant unless fraud is involved, however there had been no fraud involved. 
− Therefore Mr Salomon was not personally liable for the debts of the company and 

could enforce his debenture against the company. 
 
 
Richmond LBC v Pinn & Wheeler Ltd. [1989] RTR 354 
Held: 
§ A company cannot be convicted of a crime that requires the physical act of driving a 

vehicle. 
 
 
Tesco Supermarkets Ltd. v Nattrass [1972] AC 153 (HL) 
Scenario: 
§ Tesco had a discount on washing up liquid displayed on posters throughout their stores. 
§ Once the stocks had run out, they replaced it with regularly priced stock, however the 

manager failed to remove the promotional signs and a customer was charged full price. 
Held: 
§ Tesco claimed ‘due diligence’ (all reasonable care taken before entering a transaction), 

and that the conduct of the manager was not attributable to the company. This case set 
the ‘due diligence’ precedent. 

 
 
R v Jackson Transport (Ossett) Ltd. (unreported) 
Scenario: 
§ An employee died whilst cleaning behind a chemical tanker. 
§ The company had provided inadequate training, equipment and supervision. 
Held: 
§ Both the company and its sole director were convicted of manslaughter. 
 
 



R v Balfour Beatty Rail Infrastructure Services Ltd. [2006] EWCA Crim 1586 
Scenario: 
§ Four people died following an accident caused by poor track maintenance – a failure to 

repair a broken rail. 
§ Balfour Beatty had been responsible for the track inspection. 
Held: 
§ BB was charge £10m for the breach of the Health and Safety at Work Act 1974 (reduced 

to £7.5m on appeal), but charges for manslaughter were dismissed as it couldn’t be shown 
that the directors had consented to, or convened in, the failure to repair the broken rail. 

 
 
P&O Ferries (Dover) Ltd. [1991] 93 Cr App R 72 
Scenario: 
§ A ferry set sail with its bow doors open and capsized, causing 193 deaths. 
§ Numerous employees, including the directors, were found to be at fault. 
Held: 
§ The prosecution failed, as it was not possible to identify a single, grossly negligent 

individual as the directing mind. 
§ No one person, who was sufficiently senior to be identified with the company, had the 

necessary fault for manslaughter. 
§ The court did not allow the ‘aggregation’ of the mental state and activities of more than 

one individual, so as to make the company guilty. 
 
 
R v Cotswold Geotechnical Holdings Ltd. [2011] EWCA Crim 1337; The Times, 
20 July 2011 
Scenario: 
§ An employee was working in an unsupported ditch 3.5m deep, which collapsed, killing the 

employee. 
§ The industry regulations required any ditch more than 1.2m deep to be supported, thus the 

company failed to take reasonable steps to protect the employee from working in such 
dangerous conditions. 

Held: 
§ It was held to be a gross breach of the company’s duty of care to the employee. 
§ The company was successfully prosecuted and fine £385,000 (250% of its income). 
 
 


