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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. 
 
 
Adams v Cape Industries [1990] Ch 433 
Scenario:  
§ Cape was an English-based holding company with subsidiaries operating in Texas. The 

claimants in texas won judgements against one of Cape’s subsidiaries, but the subsidiary 
had gone insolvent and couldn’t pay. 

§ The claimants tried to enforce the judgements against Cape. 
Held: 
§ The judgements could only be enforced in England if Cape (as opposed to its subsidiaries) 

had been ‘present’ in Texas, and if Cape’s business (as opposed to the business of its 
subsidiaries) had been carried on there. 

 
 
Gilford Motor Co. Ltd. v Horne [1933] Ch 235 (CA) 
Scenario:  
§ Horne was employed by Gilford Motor Co. He had signed an agreement that if he left 

Gilford he would not solicit Gilford’s customers. 
§ After leaving Gilford, and having received legal advice, he set up a business which he 

operated through the means of a limited company which he controlled. This new company 
solicited Gilford’s customers. 

Held: 
§ Gilford successfully sued for breach of covenant, and an injunction was awarded against 

both Horne and the new company. 
 
 
 
 



Jones v Lipman [1962] 1 WLR 832 
Scenario:  
§ Lipman agreed to sell land to Jones. Before completion, he transferred and sold the land 

to a company of which he and a clerk of his solicitors were sole directors and 
shareholders. 

§ He argued that the land could not now be transferred to Jones because he no longer had 
title to it. 

Held: 
§ The company wa a ‘cloak’ for Lipman, who could compel a transfer of land to Jones; the 

court decreed specific performance against both Lipman and the company to fulfil the 
contract. 

 
 
Petrodel Resources Ltd. v Prest [2013] UKSC 34 
Scenario:  
§ The husband was ordered to pay £17.5m under a divorce settlement. He was the sole 

shareholder and controlled the board of Petrodel Resources Ltd., which owned 7 
residential properties. 

§ The court considered a property adjustment order under s.24(1)(a) Matrimonial Causes 
Act 1973 i.e. that the husband had to transfer any property he was entitled to either in 
possession or reversion to the wife as ordered by the court. 

Held: 
§ At first instance, the court ordered that the settlement was to include the properties owned 

by Petrodel. 
§ Petrodel appealed and the Court of Appeal stated that that the shareholders had no 

interest in or entitlement to the company’s assets (Salomon and Macaura). Therefore, 
there was no grounds for lifting the veil. 

§ The wife then appealed to the Supreme Court where the case was heard by 7 judges (as 
opposed to the normal 5). The Supreme Court affirmed the principle of Salomon. 
However, Lord Sumption (leading judge) found instead that the company held the 
properties on trust for the husband under the ordinary principles of trust law, and ordered a 
transfer to the wife on that basis. 

 
 
Re Lewis’s Will Trusts [1984] 3 All ER 930 
Scenario:  
§ Mr Lewis originally owned a farm and transferred the farm to GR Lewis (Talygarn) Ltd. (a 

company in which he held 75% of the shares). 
§ In his will he purported to leave the “farm known as Talygarn” to his son. 
Held: 
§ The property could not be transferred to the son as Mr Lewis did not legally own the farm 

when he created his will or thereafter, and thus could not pass on legal ownership. 


