Question: Explain to the doctrine of salomon vs salomon & co ltd 1897 and its implications for contemporary and its directions.
 Answer    
The principle from the case is very simple- a company is a separate legal entity and thus a juristic person in the eyes of the law. This case firmly established the principle of separate cooperate personality. The case itself was a claim by the liquidator of salomon & co against Aron salomon, the founder and majority shareholder of the company, seeking to hold him personally liable for the debts owed by the company to its creditors following its insolvency. The company had been formed by Mr Salomon with the clear intention of taking advantage of the limited liability afforded by the companies act 1862, which required a private limited company to have seven members (the company act 2006 requires only one). In order to do this, Mr Salomon offered one share in the company each to six of his relatives, and took 20,000 shares for himself. It was apparent, therefore that he had no intention in affording control of the company to anyone other than himself. The question of law was who should be paid first, unsecured creditors (like employees and utility bills) or himself as a secured creditor. 
                  The UK Court of Appeal was anti-semetic and felt Salomon was a fraud and his company was a “sham”. But the House of Lords court stated that the company was properly set up, there was no fraud and thus Mr Salomon was a distinct entity from his company, his directorship, his shareholding and his rights as a secured creditor. One of the most uncertain areas in company law today is the situation in which a court is willing to set aside the separate legal personality of a company. Separate legal personality i.e where a company is regarded by the courts as a legal person with its own rights and responsibilities and that it is capable of owing property amongst other things. Laffoy J stated in Fyffes plc v Dcc plc &Or.
It has been a fundamental principle of Irish company law since the decision of the  House of Lords in Salomon v. Salomon and company limited (1897) A.C.22 that a company registered under the companies acts is an artificial legal entity separate and distinct from the members, whether natural or corporate persons, of which it is composed. The facts of Salomon case were that Mr Salomon ran a successful leather business as a sole trader. He then set up a company in which he was the main shareholder. He observed the tenets of company law at all times. He was also the main shareholder and further to that the main creditor due to the loan. The question in this case was whether Mr Salomon debts should take precedence over the unsecured creditors when the company was wound up. In the High court, Mr Salomon lost the case and was ordered to pay the debts. This decision was founded in the idea that the company was his nominee. With this decision the House of lords, therefore brought into being the limited company, with separate personality, as we know it today, and thereby created the modern business world. Albert Elinstein is purported to have said that he should have become a “watchmaker” had he known the consequences of his atomic theory. Perhaps their Lordships would have had similar thoughts? 
The court can and often do draw aside the veil, in the sense that they often do pull off the mark. They look to see what really lies behind. This decision made by the House of Lords in Salomon’s case confirms Gooleys observation that the doctrine of separate legal personality was a double edged sword. (Puig 2000). 
THE IMPACT OF SALOMON V SALOMON & CO.LTD.(1897).
The most important decision ever made by the English courts in relation to company law is Salomon V A Salomon & co.ltd (1897). The vital perception to become familiar with when starting a business is the idea that the business has a legal personality in its own right, mostly when it assumes the form of a Limited Liability Company (ltd). This basically means that if someone starts a business as a Limited Liability Company, then the company is a legal personality, would be separate to that of the owners, members or shareholders. As a separate entity the company is different from the directors, employees and shareholders. The House of Lords in the Salomon case confirmed the legal principle that, upon incorporation, a company is generally considered to be a new legal entity separate from its shareholders. The concept of that prevail the Salomon’s case is nothing else but a company is separate from the shareholders, which means that the company is independent and separate from any other entities that are related to the company.
