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Preface

This casebook is a sister volume to Casebook on Contract Law by
W T Major. Each chapter of the casebook contains a summary of the
law to enable the reader to view the cases in their context. The case
reports appear in the order in which they are given in the summary.
The name and year only are quoted in the summary for those cases
which are further reported upon. Occasionally a case is mentioned in
the summary but is not further reported upon, and for such cases a full
citation is given. Since much of company law is now statutory, the
summaries do not purport to be complete statements of the law, and
accordingly the book should be used in addition to, and not instead of,
a textbook.

The casebook includes some Scottish material which is clearly
marked as such by an asterisk preceding the title of the case.

The book is intended for students taking a first course in company
law as part of a BTEC or SCOTVEC HND Accounting, a degree in
Accounting or Business Studies, or the various professional
examinations. For law students also, the book will serve as a useful
and accessible summary of case law, although it cannot substitute for
systematic consultation of the law reports themselves.

Josephine R Bisacre
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Latin words and phrases

ad hoc for a particular or special purpose

ad interim in the meantime

alter ego other self

bona fide(s) in good faith, good faith

cadit quaestio the matter admits of no further argument

cestui que trust a person for whom another is a trustee

damnum injuria datum loss caused by a legal wrong

de facto in fact

dicta statements

ejusdem generis of the same kind

ex debito justitiae a remedy applicable as of right

ex facie apparently

ex hypothesi according to the argument

ex proprio motu of its own motion

inter alia among other things

inter se among themselves

inter socios among partners

intra vires within the powers of

mala fide(s) in bad faith, bad faith

mandamus an order from a Divisional Court of the Queen’s Bench
Division to some person or body to compel the performance of a
public duty

mens rea guilty mind or intention

non est factum it is not his deed (a plea denying that a deed
mentioned in the plaintiff’s pleading was truly that of the
defendant)

per by means of, through

per contra on the contrary

per curiam by the court

per pro. on behalf of

persona personality

prima facie at first sight

pro tanto to a certain extent

qua as
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quantum meruit according to his deserts

res inter alios acta things transacted between strangers do not injure
those who are not parties to them

respondeat superior let the superior person answer (e.g. where an
employer is responsible for the acts of an employee committed in
the course of employment)

scire facias lit. ‘that you cause him to know’. A writ based on a
judgment directing the sheriff to warn the person against whom it
was brought to show cause why the person bringing it should not
have the benefit of judgment (abolished in 1947)

ultra vires beyond the powers of

vires powers



Glossary of legal terms

B list of contributories A list of persons who were members of a
company within a year before the commencement of a winding up,
and who may be liable in the liquidation.

Constructive trust A trust which arises by operation of law where a
person acquires property which he is not entitled to retain.

Estoppel An admission which cannot be denied by the party whom it
affects (*personal bar).

Hiving down agreement An agreement between a company and a
new, wholly owned subsidiary for the sale of that business to the
subsidiary.

Injunction An inhibitory writ by which a court stops or prevents an
illegal or inequitable act being committed.

Judicial Committee of the Privy Council Hears appeals from courts
in certain Commonwealth countries.

Lands Tribunal Assesses compensation for compulsory purchase of
land, and the variation and discharge of land obligations.

Misfeasance The doing of a lawful act in a wrongful manner.

Novation The substitution of a new document of debt with the
consent of the creditor, for an earlier document of debt.

Personal relationship company A company which is in essence a
partnership between a few persons all of whom have management
rights.

Power of attorney A document by which one person authorises
another to act for him.

Shadow director Defined by section 741 (1) of the Companies Act
1985 as a ‘person in accordance with whose directions or
instructions the directors of the company are accustomed to act’.

Void Without legal effect

Voidable Capable of being avoided (by legal action).

SCOTTISH LEGAL TERMS

Arrestment Attaches assets in the hands of a third party in
satisfaction of a debt owed by a debtor to a creditor.
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Action of Furthcoming Court action by which funds or property
belonging to a debtor which have been arrested in the hands of a
third party are made available to the creditor.

Declarator Court action seeking a decree confirming or denying the
existence of a right.

Diligence The process by which, inter alia, court decrees are
implemented through the attachment of assets belonging to the
debtor.

Interdict A prohibitory order of a court to prevent a wrongful act or
breach of contract occurring.

Judicial factor Trustee appointed by a court to administer estates to
provide protection to the beneficiaries against loss or injustice.



Table of cases

Abbey Leisure Ltd., Re [1989] BCLC
619; (1989) 5 BCC 183 281

Al-Nakib Investments (Jersey) Ltd. and
another v. Longcroft and others [1990]
All ER 321 101

Allen v. The Gold Reefs of West Africa
Ltd. [1900] 1 Ch 656 79

Attomney General's Reference (No. 1 of
1988) [1989] AC 971; [1990] BCLC
172 120

Aveling Barford Ltd. v. Perion Ltd. and
others [1989] BCLC 626 181

Baby Moon (UK) Ltd., Re (1985) 1 BCC
99, 298 60

Bamnett, Hoares & Co. v. The South
London Tramways Co. [1887] 18 QB
815 186

Bell Houses Ltd. v. City Wall Properties
Ltd. [1966] 2 QB 656; [1966] 2 WLR
1323 66

Bird Precision Bellows Ltd., Re [1986]
Ch 658; [1985] 3 All ER 523; [1986]
2 WLR 158 246

Bond Worth Ltd., /n re [1980] 1 Ch 228
226

Bonus Breaks Ltd., Re (1991) BCC 546
293

Borland’s Trustee v. Steel Brothers & Co.
Ltd. [1901] 1 Ch 279 108

Brady and another v. Brady and another
[1989] AC 755; [1988] 2 ALl ER 617
91

Bushell v. Faith [1970] AC 1099; [1970]
1 All ER 53; [1970] 2 WLR 272 145

Candler v, Crane, Christmas & Co.
[1951] 2 KB 164; [1951] 1 All ER 426
194

Cane v. Jones and others [1981] 1 All ER
533; [1980] 1 WLR 1451 215

Caparo Industries plc v. Dickman and
others [1990] 2 AC 605; [1990] 1 All
ER 568; [1990] 2 WLR 358 /99

City Equitable Fire Insurance Co. Ltd., In
re [1925] 1 Ch 407; [1924] All ER
485 172

Cleveland Trust plc, Re [1991] BCLC
424 104

Company, (No. 001418 of 1988), Re a
[1991] BCLC 197 285

Cook v. Deeks and others [1916] AC
554; [1916-17] All ER 285 163

Cooper Chemicals (Gerald) Ltd. (In
Liquidation), /n re [1978] 1 Ch 262;
[1978] 2 All ER 49; [1978] 2 WLR
866 284

Cotman v. Brougham [1918] AC (HL)
(E) 514 62

Cotronic (UK) Ltd. v. Dezonie and others
[1991] BCLC 721; [1991] BCC 200 43

Cumbrian Newspapers Group Ltd. v.
Cumberland & Westmorland Herald
Newspaper & Printing Co. Ltd. [1987]
1 Ch 1; [1986] 2 All ER 816; [1986]
3 WLR 26 96

D.H.N. Food Distributors Ltd. v. Tower
Hamlets London Borough Council
[1976] 3 All ER 462; [1976] 1 WLR
852 20

Dorchester Finance Co. Ltd. and another
v. Stebbing and others [1989] BCLC
498 /75

Duomatic Ltd., /n re [1969] 2 Ch 365;
[1969] 1 All ER 161; [1969] 2 WLR
114 133

Ebrahimi v. Westbourne Galleries Ltd.
and others [1973] AC 360; [1972]
2 Al ER 492; [1972] 2 WLR 1289
273



xviii

Edwards and another v. Halliwell and
others [1950] 2 All ER 1064 257

Eley v. The Positive Government
Security Life Assurance Co. Ltd.
(1876) 1
ExchD 20, 88 8/

Erlanger and others v. The New
Sombrero Phosphate Co. and others
(1878) 3 App. Cas. 1218; [1874-80]
All ER 271 36

Ewing v. Buttercup Margarine Co. Ltd.
[1917]2Ch 155

Exxon Corporation and others v. Exxon
Insurance Consultants International
Ltd. [1982] 1 Ch 119; [1981] 2 All ER
49557

Fagin's Bookshop plc, Re [1992] BCLC
118 115

Foss v. Harbottle (1843) 2 Hare 461
239

Freeman & Lockyer v. Buckhurst Park
Properties (Mangal) Ltd. and another
[1964] 2 QB 480; [1964] 1 All ER
630; [1964] 2 WLR 618 139

German Date Coffee Co., In re (1882) 20
Ch 169 72

Gilford Motor Co. Ltd. v. Horne [1933]
1 Ch 935 28

Gluckstein v. Barnes (Official Receiver
and Official Liquidator of Olympia
Ltd.) [1900] AC 240 39

Guinness plc v. Saunders and another
[1990] 1 All ER 652; [1990] 2 WLR
324 166

Hogg v. Cramphorn Ltd. and others
[1967] 1 Ch 254 177

Horsley & Weight Ltd., In re [1982] Ch
442; [1982] 3 All ER 1045; [1982]
3 WLR 431 69

JEB Fasteners Lid. v. Marks Bioom &
Co. [1981] 3 All ER 289, affirmed
[1983] | All ER 583 /197

Jubilee Cotton Mills Ltd. v. Lewis [1924]
AC 958 35

Kingston Cotton Mill (No. 2), Re [1896]
2 Ch 279 193

Casebook on company law

Lee v. Chou Wen-hsien and others [1984]
1 WLR 1202; [1985] BCLC 45 151

Lee v. Lee's Air Farming Ltd. [1961] AC
12; [1960] 3 All ER 420 /0

Lee Panavision Ltd. v. Lee Lighting Ltd.
[1992] BCLC 22 /68

Lloyd Cheyham & Co. Ltd. v. Littlejohn
& Co. [1987] BCLC 303 207

London School of Electronics Ltd., Re
[1986] 1 Ch 211 243

Macaura v. Northern Assurance Co. Lid.
and others [1925] AC 619; [1925] All
ER 519

McNaughton (James) Papers Group Ltd.
v. Hicks Anderson & Co. (a firm)
[1991] 1 All ER 134 202

Mosely v. Koffyfontein Mines Ltd.
[1904] 2 Ch 108 223

Movitex Ltd. v. Bulfield and others
(1986) 2 BCC 99, 403 167

Multinational Gas and Petrochemical Co.
v. Multinational Gas and
Petrochemical Services Ltd. [1983]

1 Ch 258; [1983] 2 All ER 563;
[1983] 3 WLR 492 178

National Dock Labour Board v. Pinn &
Wheeler Ltd. and others 15 March
1989 (LEXIS transcript) 25

New Finance and Mortgage Co. Ltd. (In
Liquidation), In re [1975] 1 Ch 420;
[1975] 2 WLR 443 64

Norman and another v. Theodore
Goddard (a firm) and others [1991]
BCLC 1028 176

Nuneaton Borough Association Football
Club Ltd., Re (Re a Company No.
00789 of 1987) (1989) 5 BCC ChD
792; [1989] BCLC 454 248

Official Receiver and Liquidator of
Jubilee Cotton Mills Ltd. v. Lewis
[1924]) AC 958 35

Oshkosh B’Gosh Incorporated v. Dan
Marbel Incorporated Ltd. and another
(1988) 4 BCC 795 58

Panorama Developments (Guildford) Ltd.
v. Fidelis Furnishing Fabrics Ltd.
[1971] 2 QB 711; [1971] 3 ALl ER 16;
[1971] 3 WLR 440 /87



Parkstone Ltd. v. Gulf Guarantee
Bank plc [1990] BCLC 850 /13

Pavlides v. Jensen [1956] 1 Ch 565;
[1956] 2 All ER 518; [1956] 3 WLR
224 253

Pender v. Lushington (1877) 6 ChD 70
263

Phonogram Ltd. v. Lane [1982] QB 938;
[1981] 3 All ER 182; [1981] 3 WLR
736 41

Precision Dippings Ltd. v. Precision
Dippings Marketing Ltd. and others
[1986] 1 Ch 447; (1985) BCLC 385
103

Primlaks (UK) Ltd., Re [1989] BCLC
734 231

Produce Marketing Consortium Ltd., Re
[1989] 3 All ER 1;[1989] 1 WLR
745; [1989] BCLC 513 288

Prudential Assurance Co. Ltd. v.
Newman Industries Ltd. and others
(No. 2) [1982] 1 Ch 204; [1982] 1 All
ER 354; [1982] 2 WLR 31 260

Purpoint Ltd., Re [1991] BCLC 491;
[1991] BCC 121 291

R v. Cross [1991] BCLC 125 124

R v. Kemp (1988) 4 BCC 203 288

R v. Registrar of Companies, ex parte
Attorney General [1991] BCLC 476 34

Rafsanjan Pistachio Producers
Co-operative v. Reiss [1990] BCLC
352; [1990] BCC 730 /9

Rayfield v. Hands and others [1960] 1 Ch
1; [1958] 2 All ER 194; [1958] 2
WLR 851 86

Regal (Hastings) Ltd. v. Gulliver and
others [1967] 2 AC 134; [1942] 1 All
ER 378 170

Rolled Steel Products (Holdings) Ltd. v.
British Steel Corporation and others
[1986] 1 Ch 246; [1985] 3 All ER 52;
[1985] 2 WLR 908 /54

Royal British Bank v. Turquand (1856) 5
E & B 248 80

Salomon v. Salomon & Co. Ltd. [1897]
AC (HL) 22; [1895-9] AILER 33 5
Sarflax Ltd., /n re [1979] Ch 592; [1979]

1 All ER 529; [1979] 2 WLR 202 283
Sevenoaks Stationers (Retail) Ltd., Re
[1991] BCLC 325 149

Table of cases xix

Smith and others v, Croft and others (No.
3) (1987) BCC 218; [1987]) BCLC 355
254

Smith & Fawcett Ltd., Re [1942] Ch 304;
[1942] 1 Al ER 542 111

Smith (Howard) Ltd. v. Ampol Petroleum
Ltd. [1974] AC 821; [1974] 1 All ER
1126; [1974] 2 WLR 689 161

Southern Foundries (1926) Ltd. v.
Shirlaw [1940] AC 701; [1940] 2 All
ER 445 136

Sticky Fingers Restaurant Ltd. [1992]
BCLC 84 214

T & D Services (Timber Preservation &
Damp Proofing Contractors) Ltd., Re
[1990] BCC 592 748

TCB Ltd. v. Gray [1986] 1 Ch 621;
[1986] 2 WLR 517 83

Tesco Supermarkets Ltd. v. Nattrass
[1972] AC 153; [1971] 2 All ER 127;
[1971] 2 WLR 1166 12

Tett v. Phoenix Property and Investment
Co. Ltd. and others [1986] BCLC 149;
(1986) 2 BCC 99, 140 109

Unit Construction Co. Ltd. v. Bullock
(Inspector of Taxes) [1960] AC 351 17

Weller (Sam) & Sons Ltd., Re (Re a
Company No. 823A of 1987) [1989]
3 WLR 923; (1989) 5 BCC 810 250

West Canadian Collieries Ltd., In re
[1962] 1 Ch 370; [1962] 1 All ER 26;
[1961] 3 WLR 1416 217

Workvale Ltd. (In Dissolution), In re
[1991] WLR 294; (1991) BCC 109
295

Yenidje Tobacco Co. Ltd., Re [1916] Ch
426 272

Yorkshire Woolcombers Association
Ltd., Re (Illingworth v. Houldsworth
and another) [1903] 2 Ch 284 224

Scottish cases

Aberdeen Railway Co. v, Blaikie Bros.
(1854) 1 MacQ. 461 165

Air Ecosse Ltd. v. Civil Aviation
Authority 1987 SLT 751 232

Allison v. Scotia Motor and Engineering
Co. Ltd. 1906 SLT (OH) 9 143



xx Casebook on company law

Anderson v. James Sutherland
(Peterhead) Ltd. and others1941 SC
203 132

Chill Foods (Scotland) Ltd. v. Cool
Foods Ltd. 1977 SLT (OH) 38 53

Dawson International plc v. Coats Patons
plc and others 1989 SCLR 452; (1989)
5BCC 405 153

Elder and others v. Elder & Watson Ltd.
1952 SC 49; 1952 SLT 112 241

Gammack, Petitioner 1983 SLT (OH)
246 276

House of Fraser plc v. A.C.G.E.
Investments Ltd. and others [1987] AC
387; [1987] 2 WLR 1083 95

Hyndman v. R.C. Hyndman Ltd. 1989
SCLR 294 279

Iona Hotels Ltd. v. Craig 1990 SCLR 614
228

Oliver's Trustees and another v. W.G.
Walker & Sons (Edin.) Ltd. 1948 SLT
(OH) 140 265

Tinnevelly Sugar Refining Co. Ltd. and
others v. Mirrlees Watson & Yaryan
Co. Ltd. (1894) 21R 1009; (1894) 2
SLT 149 45

Twomax Ltd. v. Dickson McFarlane &
Robinson 1984 SLT (Note) 424; 1983
SLT (OH) 98 206

Weir v. Rees 1991 SLT 345 266

Woolfson and another v. Strathclyde
Regional Council 1978 SC (HL) 90;
1978 SLT 159 23



Contents

Preface ix
Acknowledgments xi

Latin words and phrases xiii
Glossary of legal terms xv

Table of cases xvii

1. Legal personality 1

Salomon v. Salomon & Co. Ltd. 5

Macaura v. Northern Assurance Co. Ltd. and others 9

Lee v. Lee’s Air Farming Ltd. 10

Tesco Supermarkets Ltd. v. Nattrass 12

Unit Construction Co. Ltd. v. Bullock (Inspector of Taxes) 17

Rafsanjan Pistachio Producers Co-operative v. Reiss 19

D.H.N. Food Distributors Ltd. v. Tower Hamlets London Borough
Council 20

*Woolfson and another v. Strathclyde Regional Council 23

National Dock Labour Board v. Pinn & Wheeler Ltd. and others 25

Gilford Motor Co. Ltd. v. Horne 28

2. Incorporation, promotion and pre-incorporation contracts 31

R. v. Registrar of Companies, ex parte Attorney General 34

Jubilee Cotton Mills Ltd. v. Lewis 35

Erlanger and others v. The New Sombrero Phosphate Co. and others
36

Gluckstein v. Barnes (Official Receiver and Official Liquidator of
Olympia Ltd.) 39

Phonogram Ltd. v. Lane 41

Cotronic (UK) Ltd. v. Dezonie and others 43

*Tinnevelly Sugar Refining Co. Ltd. and others v. Mirrlees, Watson
& Yaryan Co. Ltd. 45



vi Casebook on company law

3. The memorandum of association 48

*Chill Foods (Scotland) Ltd. v. Cool Foods Ltd. 53

Ewing v. Buttercup Margarine Co. Ltd. 55

Exxon Corporation and others v. Exxon Insurance Consultants
International Ltd. 57

Oshkosh B’Gosh Incorporated v. Dan Marbel Incorporated Ltd. and
another 58

Re Baby Moon (UK) Ltd. 60

Extract from the First Council Directive of March 1968 61

Cotman v. Brougham 62

In re New Finance and Mortgage Co. Ltd. (In Liquidation) 64

Bell Houses Ltd. v. City Wall Properties Ltd. 66

In re Horsley & Weight Ltd. 69

In re German Date Coffee Co. 72

4. The articles of association 76

Allen v. The Gold Reefs of West Africa Ltd. 79

Royal British Bank v. Turquand 80

Eley v. The Positive Government Security Life Assurance Co. Ltd. 81
TCB Ltd. v. Gray 83

Rayfield v. Hands and others 86

5. Capital 88

Brady and another v. Brady and another 91

*House of Fraser plc v. A.C.G.E. Investments Ltd. and others 95

Cumbrian Newspapers Group Ltd. v. Cumberland & Westmorland
Herald Newspaper & Printing Co. Ltd. 96

Al-Nakib Investments (Jersey) Ltd. and another v. Longcroft and
others 101

Precision Dippings Ltd. v. Precision Dippings Marketing Ltd. and
others 103

Re Cleveland Trust plc 104

6. Shares 106

Borland’s Trustee v. Steel Brothers & Co. Ltd. 108

Tett v. Phoenix Property and Investment Co. Ltd. and others 109
Re Smith & Fawcett Ltd. 111

Parkstone Ltd. v. Gulf Guarantee Bank plc 113

Re Fagin’s Bookshop plc 115

7. Insider dealing 117
Attorney General’s Reference (No. 1 of 1988) 120
R. v. Cross 124



Contents vii

8. The directors 128

* Anderson v. James Sutherland (Peterhead) Ltd. and others 132

In re Duomatic Ltd. 133

Southern Foundries (1926) Ltd. v. Shirlaw 136

Freeman & Lockyer v. Buckhurst Park Properties (Mangal) Ltd. and
another 139

*Allison v. Scotia Motor and Engineering Co. Ltd. 143

Bushell v. Faith 145

Re T & D Services (Timber Preservation & Damp Proofing
Contractors) Ltd. 148

Re Sevenoaks Stationers (Retail) Ltd. 149

Lee v. Chou Wen Hsien and others 151

*Dawson International plc v. Coats Patons plc and others 153

Rolled Steel Products (Holdings) Ltd. v. British Steel Corporation and
others 154

Howard Smith Ltd. v. Ampol Petroleum Ltd. and others 161

Cook v. Deeks and others 163

*Aberdeen Railway Co. v. Blaikie Bros. 165

Guinness plc v. Saunders and another 166

Movitex Ltd. v. Bulfield and others 167

Lee Panavision Ltd. v. Lee Lighting Ltd. 168

Regal (Hastings) Ltd. v. Gulliver and others 170

In re City Equitable Fire Insurance Co. Ltd. 172

Dorchester Finance Co. Ltd. and another v. Stebbing and others 175

Norman and another v. Theodore Goddard (a firm) and others 176

Hogg v. Cramphorn Ltd. and others 177

Multinational Gas and Petrochemical Co. v. Multinational Gas and
Petrochemical Services Ltd. and others 178

Aveling Barford Ltd. v. Perion Ltd. and others 181

9. The secretary 184

Bamett, Hoares & Co. v. The South London Tramways Co. 186

Panorama Developments (Guildford) Ltd. v. Fidelis Furnishing
Fabrics Ltd. 187

10. The auditors 190

Re Kingston Cotton Mill (No. 2) 193

Candler v. Crane, Christmas & Co. 194

JEB Fasteners Ltd. v. Marks Bloom & Co. 197

Caparo Industries plc v. Dickman and others 199

James McNaughton Papers Group Ltd. v. Hicks Anderson & Co. (a
firm) 202

*Twomax Ltd. v. Dickson McFarlane & Robinson 206

Lloyd Cheyham & Co. Ltd. v. Littlejohn & Co. 207



viii Casebook on company law

11. Company meetings 210

Re Sticky Fingers Restaurant Ltd. 214
Cane v. Jones and others 215

In re West Canadian Collieries Ltd. 217

12. Borrowing, receivership and the administration order 219
Mosely v. Koffyfontein Mines Ltd. 223

Re Yorkshire Woolcombers Association Ltd. 224

In re Bond Worth Ltd. 226

*Tona Hotels Ltd. v. William Craig 228

Re Primlaks (UK) Ltd. 231

*Air Ecosse Ltd. v. Civil Aviation Authority 232

13. Minority protection 235

Foss v. Harbottle 239

*Elder and others v. Elder & Watson Ltd. 241

Re London School of Electronics Ltd. 243

Re Bird Precision Bellows Ltd. 246

Re Nuneaton Borough Association Football Club Ltd. 248

Re Sam Weller & Sons Ltd. 250

Pavlides v. Jensen and others 253

Smith and others v. Croft and others (No. 3) 254

Edwards and another v. Halliwell and others 257

Prudential Assurance Co. Ltd. v. Newman Industries Ltd. and others
(No. 2) 260

Pender v. Lushington 263

*Qliver’s Trustees and another v. W.G. Walker & Sons (Edin.) Ltd. 265

* Weir v. Rees 266

14. Winding up 268

Re Yenidje Tobacco Co. Ltd. 272

Ebrahimi v. Westbourne Galleries Ltd. and others 273
*Gammack, Petitioner 276

*Hyndman v. R.C. Hyndman Ltd. 279

Re Abbey Leisure Ltd. 281

In re Sarflax Ltd. 283

In re Gerald Cooper Chemicals Ltd. (In Liquidation) 284
Re a Company (No. 001418 of 1988) 285

R. v. Kemp 288

Re Produce Marketing Consortium Ltd. 288

Re Purpoint Ltd. 291

Re Bonus Breaks Ltd. 293

In re Workvale Ltd. (In Dissolution) 295



