Page 1

Salomon v A Salomon & Co Ltd

[1897] AC 22, 66 LJ Ch 35, 4 Mans 89, 45 WR 193, 1 LDAB 240, [1895-9] All ER Rep 33, 41 Sol Jo 63, 75
LT 426, 13 TLR 46

Court: HL

Judgment Date: 16/11/1896
Catchwords & Digest

COMPANIES - INTRODUCTION - IN GENERAL - UNDER STATUTE -- EXISTENCE APART FROM
MEMBERS -- THOUGH VIRTUALLY ALL SHARES OWNED BY ONE MEMBER

Where a trader, who was solvent, converted his business into a limited liability company, and all the statutory
requirements for the constitution of the company were fulfilled, the court was not entitled to go behind the
register and memorandum, and upon a speculative analysis of motives and the exorbitance of the price paid,
to decide that the company was not validly constituted on account of the non-fulfilment of conditions which
were not found in Companies Acts.

The mere facts that the trader is virtually sole owner of the concern, the other shareholders having only a
nominal interest and being members of his own family, that he has received debentures secured on the
business as part of the purchase-money, do not constitute the company his agent or trustee, so as to entitle
the company to an indemnity, or authorise the court to rescind the agreement for the sale of the business to

the company or to deprive the founder of his security so as to postpone his claim on the assets to that of the
unsecured creditors.

When the memorandum is duly signed and registered, though there be only seven shares taken, the
subscribers are a body corporate, ‘capable forthwith' to use the words of the enactment, 'of exercising all the
functions of an incorporate company.' | cannot understand how a body corporate thus made capable by
statute can lose its individuality by issuing the bulk of its capital to one person, whether he be a subscriber to
the memorandum or not. The company is at law a different person altogether from the subscribers to the
memorandum (Lord Macnaghten).
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