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EXECUTIVE SUMMARY 

 

‘Piercing of the Corporate Veil’ is a legal analogy used to describe the way in which a court 

will disregard, or cast aside, the legal separation a company enjoys from its owners. While in 

reality a company is incorporeal and is controlled by its owners (acting directly or though 

appointed agents) from a legal perspective a company has its own corporate and legal 

personality meaning its shareholders enjoy limited liability. This is necessary for a functioning 

economy. However, history has shown that there are instances when the court must look 

beyond this legal construction, such as in cases of sham or fraud. However, fearful of 

disrupting this careful construction of corporate personality and the notion of legal corporate 

separation – the courts have devised a mechanism which ranges from ‘lifting’ the veil, to 

‘piercing’ the veil.  

However, while these legal principles derive from the 19th Century, the challenges of the 

modern day which reflect major developments in law and technology have seen the courts 

struggle to develop the veil piercing and veil lifting analogies and balance these ideological 

misnomers. This has led many academics to label veil piercing a “mess”, pointing to variances 

in the approaches to the problem over the last 150 years, which have varied from classical 

approaches to veil piercing, to more interventionist or radical approaches. In the recent 

Supreme Court case of Prest v Petrodel, incidentally resolved without the need to veil pierce, 

the courts saw an opportunity to revisit the law and history around ‘veil piercing’. This report 

considers that in attempting to resolve much of the uncertainty that was prevalent in this 

area of the law, the judgement merely resolved some areas while adding fresh incoherence 

to others.  



The purpose of this report is therefore to provide a useful synopsis of the key historical 

developments in this area of the law, and to course the development of the veil piercing 

mechanism into Prest v Petrodel and the doctrine in the modern day. This will be useful to 

the practitioner, as it provides a clear brief on the modern approach to veil piercing.  Second, 

this report seeks to allay the fears of many practitioners that the incoherence and uncertainty 

in this area of the law is not down to a lack of knowledge or understanding on their part – but 

rather is a natural by-product of the opposing and irreconcilable legal doctrines at play in this 

infamous area.  To this end, this report does make a number of recommendations. While this 

report accepts that in the modern day the existence of statutory provisions and common law 

developments render the utility of the veil piercing process to a very limited set of ‘final fall-

back’ scenarios – perhaps meaning that any discussion of it is more confined to applications 

in theory and hypothetical – it does consider that clear legislation could resolve much of the 

uncertainty in this area and thus avoid further (and inevitable) legal confusion around the 

more abstract parts of veil piercing.  

 

 

 

 

 

 

 

 

 

 

 

 



INTRODUCTION 

 

The difficulty inherent in piercing the corporate veil is that, regardless of the analogy used, 

the principle devised in the case of Salomon v Salomon2 – that a company has its own separate 

legal personality that is distinct from its owner – is cast asunder by its operation. Given that 

the Salomon principle is over 120 years old and provides a safe basis by which investments 

can be made in the Capital Markets of the world that are the cogs of economic prosperity and 

development, it is understandable why the courts have been wary of stepping on the toes of 

this central principle. That said, there are instances when justice dictates that the 

shareholders or directors of a company must be held accountable for their actions, 

particularly in cases of fraud or crime or where the corporation has been used to facilitate the 

same. In doing so, the court must temporarily close their eyes to the Salomon principle and 

seek to hold those individuals personally liable. The enigma3 inherent in corporate veil 

piercing is not how this can be done, but how veil piercing can be justified in a way that does 

not offend the Salomon principle too much and threaten the very foundations of our 

corporate world.  

This report is designed to take practitioners on a journey through the development of the 

doctrine of corporate veil piercing and to provide critical commentary on its key cases over 

the past 120 years. These might be correlated to periods of time when the general attitude 

of the courts was more adherent to the Salomon principle and less willing to interfere with 

 
2 Salomon v A Salomon & Co Ltd [1896] UKHL 1 

3 P Lee, ‘The Enigma of veil-piercing.’ International Company and Commercial Law Review. (2015) 

26(1), pp 28-34.  

 



its operation by piercing the corporate veil (typically 1897 until 19664); to periods of time 

when the court was willing to be more interventionist. The report will then endeavour to 

provide a degree of clarity on the various approaches to veil piercing from the Supreme Court 

case of Prest v Petrodel5 and the lay of the legal land in this area since. The report will then 

conclude on the current state of affairs before making a number of recommendations aimed 

at clarifying this area of the law and making it more accessible for practitioners and the public 

alike. This report will be of particular use to corporate practitioners whom will have a better 

understanding of how the court approaches veil piercing, especially useful if the companies 

with which they work or advise would prefer the Salomon principle to be fully observed.  

 

To this endeavour, this report adopts the following structure: first, the main body provides a 

short synopsis of the underlying theory in this area and explores some of the literature and 

academic discourse that followed. Second, it courses and reviews the case law as the veil 

piercing doctrine developed over time. Third, this report will consider the recent Supreme 

Court decision in Prest v Petrodel and what this means for veil piercing in the modern day, 

and what change, if any, this has made to the perception of the veil piercing doctrine in the 

modern day. Finally, it recommends a number of improvements that could be made in this 

area of the law in the hope that additional clarity and certainty will be provided in this much 

needed area.  

 

 

 
4 A Dingham and J Lowry, Company Law Core Text Series, 9th Edition (2016) pp 30-32 

5 Prest v Petrodel Resources Ltd [2013] UKSC 34, 



CORPORATE VEIL PIERCING 

 

THE THEORETICAL FOUNDATIONS TO VEIL PIERCING AND THE SALOMON PRINCIPLE 

 

As mentioned, the cornerstone of modern company law is the notion of limited liability6 – 

without it, individuals and institutions would massively limit their investments for fear of 

personal repercussions if the corporation failed. While this would potentially mean the 

incidences of corporate scandals would be heavily reduced with shareholder engagement 

likely to be taken a lot more seriously when personal assets are at risk – it would also mean 

considerably less investment and economic development. This protection arose from the 

landmark case of Salomon v Salomon7. The particular facts of the case are unremarkable and 

concern a leather and boot-making business that built up a number of debts. The creditors 

sought to recover the debts from Mr Salomon personally, after it transpired the company was 

unable to pay. They accused Mr Salomon of incorporating the company fraudulently and 

claimed that as the company was an agent for him he should be personally liable. The House 

of Lords were unpersuaded, and setting a legal precedent that would stand the test of time, 

declared:  

Either the limited company was a legal entity or it was not. If it was, the business belonged 

to it and not to Mr. Salomon, who is often referred to as Soloman. If it was not, there was 

no person and no thing to be an agent at all; and it is impossible to say at the same time 

that there is a company and there is not.8 

 
6 R. Kraakman et al., The Anatomy of Corporate Law, Oxford UP (2017) Page 9 

7 Salomon v A Salomon & Co Ltd [1897] AC 22 

8 Ibid Per Lord Halsbury LC Pages 29-30 



 

Lord Macnaghten continued: 

 

Among the principal reasons which induce persons to form private companies, as is stated 

very clearly by Mr. Palmer in his treatise on the subject, are the desire to avoid the risk of 

bankruptcy, and the increased facility afforded for borrowing money. By means of a private 

company, as Mr. Palmer observes, a trade can be carried on with limited liability, and 

without exposing the persons interested in it in the event of failure to the harsh provisions 

of the bankruptcy law. A company, too, can raise money on debentures, which an ordinary 

trader cannot do.9  

Therein arises the assumption of the separate legal identity of a corporation (albeit its true 

roots are perhaps closer to the Joint Stock Companies act 1844). As such, the courts are 

reluctant to bypass this principle and “get into the pockets of the controlling shareholders in 

order to cover corporate debts.”10 This approach is disparate to the common perception of 

shareholders in economic literature that sees shareholders as the economic owners of the 

corporation and therefore ties the two together.11 In legal literature, it is quite the opposite - 

with the separation fiercely protected.12 With the underlying theory arising from the Salomon 

case now outlined, this report will continue to review the landmark cases that first introduced 

the notion of corporate ‘veil piercing’ and consider how this has developed through time. Not 

 
9 Ibid Per Lord Macnaghten Pages 51-52 

10 J. Boght-Barthet, The Governing Law of Companies in EU Law, Oxford (2012), Page 57 

11 Ariel Mucha, ‘Piercing V. Lifting the Corporate Veil: Prest Decision in the light of the Economic 

Analysis of the Company’s Limited Liability’, SSRN Electronic Journal Jan 2017 (2017) Page 5 

12 D. Vlasow, ‘Liability of a puppeteer for a puppet: a recent development in law on piercing the 

corporate veil’, Company Lawyer (2012) 



surprisingly, this area of the law is often considered the most “frequently litigated issue in 

corporate law.”13 

 

VEIL PIERCING THROUGH TIME 

THE CLASSICAL PERIOD 

Daimler Co Ltd v Continental Tyre and Rubber Co (Great Britain) LTD [1916]14 

This case concerned whether a company registered in London (of which only 1 share out of 

25,000 was held by a British subject, the remainder held by Germans) that manufactured 

motor machines could trade with a British Company without falling fowl of the Trading with 

the Enemy Act 1914 (which rendered both Germans and German companies ‘enemies’). At 

first instance and the Court of Appeal, the court considered that the contracts were valid and 

that the company’s character did not change just because of the war, declaring: “[it] remains 

an English company regardless of the residence of its shareholders or directors either before 

or after the declaration of war.”15 Lord Reading CJ, on the Salomon principle, declared:  

 [the company] is a living thing with a separate existence which cannot be swept aside as a 

technicality. It is not a mere name or mask or cloak or device to conceal the identity of 

persons and it is not suggested that the company was formed for any dishonest or 

fraudulent purpose. It is a legal body clothed with the form prescribed by the legislature…16 

 
13 Robert B. Thompson, ‘Agency Law and Asset Partitioning’, 71 University of Cincinnati Law Review 

1321, (2003) Page 1325 

14 2 AC 307 

15 Daimler Co Ltd v Continental Tyre and Rubber Co (Great Britain) LTD [1915] 1 KB 893 

16 Ibid per Lord Reading CJ 



In a dissenting judgement, Buckley LJ reasoned that while the artificial legal corporation exists 

only in contemplation of law, it has no ‘mind other than the minds of the corporators’ so could 

still retain enemy character.17 

On appeal, the House of Lords reversed the decision and declared the dealings as illegal under 

the Trading with the Enemy Act 1914. Critically, while the court support the Salomon 

principle, declaring “ much of the reasoning by which this principle is supported is quite 

indisputable. No one can question that a corporation is a legal person distinct from its 

corporators…”18 they consider that it is not “a necessary corollary of this reasoning to say that 

the character of its corporators must be irrelevant to the character of the company”.19 This 

supports the approach taken in the dissenting judgement from Buckley LJ. Consequently, the 

court ruled that by virtue of the controlling stake of the German stakeholders the character 

of a company could be considered as that of an enemy and therefore fall fowl of the law. The 

decision was therefore interesting in that it considered the imputation of character on a 

corporation recognised as a separate legal entity based on its association with the 

characteristics of its majority ownership to be entirely compatible with the decision and 

principle in Salomon.  This is difficult to justify given the statement from the court earlier in 

the judgement that a legal person is distinct from its corporators, save it would seem, in 

instances where the corporators are enemies of the State.20  

 

 
17 ibid 

18 Daimler Co Ltd v Continental Tyre and Rubber Co (Great Britain) LTD [1915] 2 AC 307 Page 338 Per 

Lord Parker of Waddington 

19 Ibid. 

20 T. Cheng-Han, ‘Veil piercing - a fresh start’. Journal of Business Law. 1, (2015). Pp 20-22 



Gilford Motor Co Ltd v Horne [1933]21 

This case concerned a former managing director (‘Horne’) of a corporation (‘Gilford’) that was 

obliged, by virtue of a term in his employment contract, not to solicit customers of Gilford in 

the event he left the company. Upon leaving the company, the former director set up a new 

company which started to undercut Gilford and solicit its customers. Gilford sued the new 

company on the basis that it was being used to facilitate the breach of employment contract. 

The Court ruled:  

I have not any doubt on the evidence I have had before me that the Defendant Company 

was the channel through which the Defendant Horne was carrying on his business. Of 

course, in law the Defendant Company is a separate entity from the Defendant Horne but 

I cannot help feeling quite convinced that at any rate one of the reasons for the creation of 

the company was the fear of Horne that he might commit breaches of covenant . . and that 

he might possibly avoid that liability if he did it through the Defendant company . . I am 

quite satisfied that this company was formed as a device, a stratagem, in order to mask the 

effective carrying on of the business of Horne. The purpose of it was to try to enable him 

under what is a cloak or a sham…22 

Consequently, the court felt obliged to lift the corporate veil in instances where the 

corporation was formed to avoid a pre-existing contractual obligation.23 While in this case 

there is a clear moral justification for piercing the corporate veil and not allowing Horne to 

usurp the covenants in his employment contract, Moore argues that the same outcome could 

 
21 Ch 935 

22 Ibid at 114 Per Lord Hanworth MR 

23 Alan Dignam, Hicks & Goo’s Cases and Materials on Company law, 7th Edition, (2011) Page 106 



have been achieved by simply holding that a company could not be set up or operated, or 

would run in direct conflict to the Salomon principle, where it was done so to avoid a 

restrictive covenant.24  

Jones v Lipman [1962]25 

In this case, representing the end of what academics like Dignam consider to be the “classical 

veil lifting”, Mr Lipman had contracted with Mr Jones to sell a house for £5,250. However, 

following a change of heart, Mr Lipman set up a company and conveyed the property into its 

name in the hope of avoiding the original contract. Russell J declared in his judgement: “The 

defendant company is the creature of the first defendant, a device and a sham, a mask which 

he holds before his face in an attempt to avoid recognition by the eye of equity. The case cited 

illustrates that an equitable remedy is rightly to be granted directly against the creature in 

such circumstances.”26 Accordingly, the corporate veil was lifted and Mr Lipman was ordered 

to sell the property to Mr Jones. Interestingly, this injunction was issued in both the names of 

Mr Lipman and his company – likely as a token regard to the Salomon principle and the 

separation of ownership.27 

 Critically, in many of these cases, little if any specific reference was made to the Salomon 

principle, and certainly not anything that would constitute a direct challenge to it. This led the 

 
24 M Moore ‘"A temple built on faulty foundations": piercing the corporate veil and the 

legacy of Salomon v Salomon’. Journal of Business Law 180 (2006). 180-203. 

25 1 All ER 442 

26 Ibid at page 445 

27 C Wong, ‘Has Petrodel v Prest further limited the instances in which courts will pierce the corporate 

veil?’ Competition Law Volume 38(5) (2017) Page 158 



following few decades of legislation which represented a change in this approach to be 

labelled the ‘interventionist years’.28 

 

THE ‘INTERVENTIONIST YEARS’ 

Littlewoods Mail Order Stores Ltd v IRC [1969]29 

 

This case concerned a property transaction whereby freehold in a commercial property on 

Oxford Street worth £2,000,000, previously rented by Littlewoods Mail Order Stores Ltd,  was 

transferred to a wholly owned subsidiary company of Littlewoods in return for Littlewoods 

paying a higher lease for 22 years. Littlewoods attempted to then ascribe the increase in rent 

as an allowable expense, thus saving considerable tax compared to if it was put down as a 

property purchase (or capital asset purchase) at the expense to Her Majesty’s revenue. The 

question before the court was whether the wholly owned subsidiary of Littlewoods in which 

the freehold would vest could be considered a separate legal entity as per the approach in 

Salomon.  

Lord Denning, Master of the Rolls and leading the judgement declared as follows:  

 I decline to treat the Fork company as a separate and independent entity. The doctrine laid 

down in Salomon v Salomon & Co Ltd has to be watched very carefully. It has often been 

supposed to cast a veil over the personality of a limited company through which the courts 

cannot see. But that is not true. The courts can and often do draw aside the veil. They can, 

 
28 A Dingham and J Lowry, Company Law Core Text Series, 9th Edition (2016) Page 33 

29 1 WLR 1241 

 



and often do, pull off the mask. They look to see what really lies behind. The legislature has 

shown the way with group accounts and the rest. And the courts should follow suit. I think 

that we should look at the Fork company and see it as it really is—the wholly-owned 

subsidiary of the taxpayers. It is the creature, the puppet, of the taxpayers in point of fact; 

and it should be so regarded in point of law.30 

Karminski LJ followed, mentioning Salomon again specifically:  

 

…his contention, as I understood it, was rightly that the Fork Manufacturing Co Ltd and the 

taxpayers are two separate entities in law. There is no doubt as to the correctness of that 

submission, based as it is on the rule in Salomon v Salomon & Co Ltd of many years standing. 

But it is necessary here, as I think, to look at what I believe to be the realities of this situation. 

The taxpayers are, as we have heard, a large and important trading company. The Fork 

company is shown by its balance sheet, which we have seen, to be not only a separate entity, 

but one which is a creation of, or at any rate, completely dependent on the taxpayers.31 

The above reasoning, both on the part of Karminski and Denning, is confusing. Both appear 

to accept on the one hand the sanctity of the rule in Salomon, but on the other hand,  come 

to a decision that sullies the Salomon principle by considering that while legal separation 

exists between the companies and that Salomon is observed, the courts can look beyond this 

as in reality one is dependant on the other and evidently set up for tax avoidance purposes. 

In simple terms, this represents a clash between the legal theory and the practical reality – 

with the court favouring the latter while seeking in their words to bolster and enshrine the 

 
30 Ibid Page 860 

31 Ibid Page 862 



former. This therefore renders this area of the law into confusion with unclear guidelines by 

which future courts might guide themselves.32  

This is further confounded by the fact the court in this case appears to take more of an 

economic analysis approach to companies (as mentioned in the introduction to this report) 

than a legal one.33 This new-found confidence exhibited by the courts is perhaps but down to 

the Practice Statement 1996 which empowered the highest court in the land (the House of 

Lords at this time) to depart from previous House of Lords decisions where it was appropriate 

and in the interests of justice to do so.34 

DHN Food Distributors Ltd v Tower Hamlets London Borough Council [1976]35 

The case of DHN developed much on the themes evident in Littlewoods and concerned the 

amount of compensation payable for a compulsory acquisition order. DNH was a grocer that 

split its business into three separate companies, one which owned the premises, one which 

owned the vehicles, and one which operated the grocer business. All three companies had 

the same directors. From a strictly legal perspective and following the Salomon principle, 

there were three separate companies each with separate and distinguishable rights (or lack 

of rights) to payment under the compulsory acquisition order. In reality however, the 

companies were one and the same, but were unable to access such a payment due to the 

segregated businesses. Lord Denning, perhaps unsurprisingly given his approach in 

Littlewoods sought to view the businesses as a single economic entity that would therefore 

 
32 R Tomasic, S Bottomley, R McQueen, Corporations Law in Australia, 2nd Edition (2002)  

33 L Gallagher and P Ziegler, ‘Lifting the corporate veil in the pursuit of justice’, Journal of Business Law 

292 (1990) 

34 A Dingham and J Lowry, Company Law Core Text Series, 9th Edition (2016) Page 32 

35 [1976] 1 WLR 852 



be able to receive the compensation, citing Professor Gower: “there is evidence of a general 

tendency to ignore the separate legal entities of various companies within a group, and to look 

instead at the economic entity of the whole group.”36 Lord Denning declared:  

This group is virtually the same as a partnership in which all the three companies are 

partners. They should not be treated separately so as to be defeated on a technical point. 

They should not be deprived of the compensation which should justly be payable for 

disturbance. The three companies should, for present purposes, be treated as one, and the 

parent company, DHN, should be treated as that one. So that DHN are entitled to claim 

compensation accordingly.37 

Accordingly, Lord Denning declared that compensation was due. Goff LJ follows this line of 

reasoning, stating the facts give rise to a basis by which the corporate veil might be pierced:  

 

this is a case in which one is entitled to look at the realities of the situation and to pierce the 

corporate veil. I wish to safeguard myself by saying that so far as this ground is concerned, 

I am relying on the facts of this particular case. I would not at this juncture accept that in 

every case where one has a group of companies one is entitled to pierce the veil, but in this 

case the two subsidiaries were both wholly owned.38 

This decision showcases the courts willingness to depart from the clear principle in Salomon 

that companies each enjoy their own separate legal personality – albeit only where special 

circumstances exist and there appears to be “a denial of justice.”39 Indeed, Shaw LJ chastises 

the President of the Lands Tribunal for taking a “strict legalistic view of the respective 

 
36 Laurence Gower, Principles of Modern Company Law, 3rd Edition (1969) Page 216 

37 DHN Food Distributors Ltd v Tower Hamlets London Borough Council [1976] 3 All ER 462, Page 467 

38 Ibid Page 468 

39 Ibid Page 474 Per Shaw LJ 



positions of the companies concerned … [which] ignores the realities of the respective roles 

which the companies filled.”40 It is clear therefore why academics such as Dingham 

considered the litany of cases during this period to be interventionist in nature – and 

consequently the target of much critique including referring to this area of the law as a 

‘mess’.41  

A RETURN TO THE ‘UNYIELDING ROCK’42 

Adams v Cape Industries Plc [1990]43 

The facts of Adams in summary relate to a UK company (‘Cape’) that used a subsidiary in 

South Africa to mine for asbestos and another subsidiary in the US to sell it. When an action 

was brought against the subsidiaries by employees of the US company that became ill, the 

question before the court was whether Cape could have the judgement enforced against it. 

The Court of Appeal, reflecting a return to the traditional Salomon principle, declared Cape 

could not be connected on any of the three bases presented: that Cape was part of a single 

economic unit, that the subsidiary companies were mere facades, or that a principal-agency 

relationship existed.  

In the extensive judgement, Slade LJ declared that: 

 
40 Ibid. 

41 Agustin Spotorno, ‘Piercing the Corporate Veil in the UK: The Never-Ending Mess’ 39 Business Law 

Review, Issue 4 pp102-109 (2018) 

42 Petrodel Resources Ltd v Prest [2013] UKSC 34, Per Lord Neuberger citing Sidney Templeman, 

‘Company Law Lecture – Fourty Years On’ [1990] CLR 10 

43 [1990] Ch 433 



the court is not free to disregard the principle of Salomon merely because it considers that 

justice so requires. Our law, for better or worse, recognises the creation of subsidiary 

companies, which though in one sense the creatures of their parent companies, will 

nevertheless under the general law fall to be treated as separate legal entities with all the 

rights and liabilities which would normally attach to separate legal entities.”44  

The judgement went on to expressly negate the reasoning found in some of the cases during 

the interventionist years:  

we do not accept as a matter of law that the court is entitled to lift the corporate veil as 

against a defendant company which is the member of a corporate group merely because 

the corporate structure has been used so as to ensure that the legal liability… Whether or 

not this is desirable, the right to use a corporate structure in this manner is inherent in our 

corporate law…in our judgment, Cape was in law entitled to organise the group's affairs in 

that manner and…to expect that the court would apply the principle of Salomon 

v. A. Salomon & Co. Ltd. In the ordinary way.45 

This reveals a tightening of the judicial discretion exercised with respect to veil piercing and 

the Salomon principle and a return to the more historic and classical approach to this area of 

the law. It marked a return, according to Griffin, of the traditional approach of veil piercing 

only occurring where a group of companies were being used for an intentionally dishonest 

purpose.46 The difficulty arising however, was how this Court of Appeal decision left the law 

 
44 Ibid Page 536 

45 Ibid Page 544 Per Slade LJ 

46 S Griffin, ‘Establishing a holding company’s duty of care to an employee of a subsidiary without the 

need to lift the corporate veil’, Company Law Newsletter, 300 (2011) Page 1 



as espoused in previous decisions such as those relating to frauds47, facades48 and 

unintentional dishonesty.49  

The Situation Before Prest 

Later decisions in Creasey v Breachwood Motors Ltd50 and VTB Capital Plc v Nutritek 

International Corp51 appeared to follow suit, with the former allowing the piercing of the 

corporate veil where company assets were stripped from one company and put in another to 

avoid the liability of the first company and in the latter case, where ‘reverse piercing’ was 

considered in order to hold a company shareholder liable for a fraud (which was ultimately 

refuted by the Supreme Court, holding that ‘a court cannot pierce the veil merely because to 

do so would be in the interests of justice’52). With the decision in Ord & Anor v Belhaven Pubs 

Ltd53 then departing from Creasey and refusing to pierce the veil on the basis that the 

companies in question had not originally being set up as a façade or to avoid liability – this 

area of law was once again case into disarray. This uncertainty and confusion set the scene 

for a root and branch review of corporate veil piercing by the Supreme Court.  

 

 
47 Jones v Lipman [1962] 1 All ER 442 

48 Re Darby, ex parte Brougham [1911] 1 KB 95 

49 Woolfson v Strathclyde (1978) SLT 159 

50  [1993] B.C.L.C. 480 

51 [2013] UKSC 5 

52 Slaughter and May, ‘Piercing the Corporate Veil and Fraud’, November (2013) Available: 

https://www.slaughterandmay.com/media/2024258/piercing-the-corporate-veil-and-fraud.pdf Last 

Accessed August 19 2019 

53 [1998] BCC 607 



PREST V PETRODEL RESOURCES LTD [2013]54  

The facts of Prest were far from corporate in nature – but in fact related to an attempt by Mr. 

Prest to limit his exposure to Mrs.Prest in divorce proceedings by transferring ownership of a 

number of residential properties to offshore companies to which he owned and exercised full 

control. While the decision was ultimately decided on the basis of statutory law, namely the 

Matrimonial Causes Act 1973 and the equitable resulting trust, rendering any use of corporate 

veil piercing unnecessary – the Supreme Court did set out to provide certainty in this area.  

Lord Sumption sought to simplify the operation of the corporate veil, declaring that it:  

applies when a person is under an existing legal obligation or liability or subject to an 

existing legal restriction which he deliberately evades or whose enforcement he deliberately 

frustrates by interposing a company under his control. The court may then pierce the 

corporate veil for the purpose, and only for the purpose, of depriving the company or its 

controller of the advantage that they would otherwise have obtained by the company’s 

separate legal personality.55  

This gives rise to what Lord Sumption refers to as the ‘evasion principle’ and is where a party 

attempts to utilise a company to deliberately and dishonestly evade the law. In such 

instances, the corporate veil may be ‘pierced’ which in reality means the legal separation 

assured by Salomon is permanently disregarded. However, Lord Sumption also makes 

reference to cases of mere ‘concealment’56 wherein the court will merely ‘lift’ the corporate 

veil temporarily to determine whom the actors are in scenarios where a “company [has] been 

 
54 UKSC 34 

55 Ibid at Para 35 

56 Ibid Para 28 



interposed to disguise the true nature of that arrangement.”57 Lord Neuberger affirms the 

approach taken by Lord Sumption, though limiting it to instances where “more conventional 

remedies have proved to be of no assistance.”58 Lord Neuberger goes on to concede that from 

the cases and articles in this area, the “law relating to the doctrine is unsatisfactory and 

confused”59 and citing Easterbrook and Fischel who describe the operation of piercing as 

“freakishly. Like lightning, it is rare, severe and unprincipled.”60 

Lord Mance agreed with both Lord Sumption and Lord Neuberger, albeit refusing to limit the 

application of the doctrine to cases of evasion only, for fear of overly restricting the courts 

power to deal with potentially unique cases in the future:  

it is often dangerous to seek to foreclose all possible future situations which may arise and 

I would not wish to do so. What can be said with confidence is that the strength of the 

principle in Salomon’s case and the number of other tools which the law has available mean 

that, if there are other situations in which piercing the veil may be relevant as a final fall-

back, they are likely to be novel and very rare..”61  

Lady Hale and Lord Walker were less persuaded by the need to label each instance as 

concealment or evasion, deeming the approach of Lord Sumption to be too restrictive: “I am 

not sure whether it is possible to classify all of the cases in which the courts have been or 

should be prepared to disregard the separate legal personality of a company neatly into cases 

 
57 Ibid Para 60 Per Lord Neuberger 

58 Ibid Para 61, citing Munby J in Ben Hashem v Al Shayif [2009] 1 FLR 115 

59 Ibid Para 64 

60 Ibid Para 77 citing Easterbrook and Fischel, ‘Limited Liability and the Corporation’ 52 University of 

Chicago Law Review (1985) Page 89 

61 Ibid para 100 



of either concealment or evasion.”62 Lord Walker, in what the author considers to be the 

closest to the mark declared:  

I am reluctant to add to the discussion but for my part I consider that “piercing the corporate 

veil” is not a doctrine at all, in the sense of a coherent principle or rule of law. It is simply a 

label - often, as Lord Sumption observes, used indiscriminately - to describe the disparate 

occasions on which some rule of law produces apparent exceptions to the principle of the 

separate juristic personality of a body corporate reaffirmed by the House of Lords in 

Salomon v A Salomon and Co Ltd63 

Essentially, while the courts sought to provide clarity in this area of the law, by the very virtue 

of them failing to even agree on a set approach in the respective judgements offered reveals 

the inherently disparate nature of this area. Ultimately, it reduced down to the members of 

the Supreme Court attempting to segregate decisions made in the past into either instances 

of ‘concealment’ or ‘evasion’ that would justify either ‘lifting’ or ‘piercing’. However, it could 

be said that a degree of certainty was provided in determining that ‘piercing’ of the veil would 

quite clearly disregard the Salomon principle, whereas cases in the past have attempted the 

impossible by seeking to reconcile the two. However, the status of ‘lifting’ on the Salomon 

principle has merely replaced one solution with a new problem – ultimately, does even a 

temporary disregard of the Salomon principle in a ‘lifting’ scenario enable the principle to 

remain intact after? This is akin to revealing the machinations behind the Wizard of Oz only 

to then pretend they were never there.  

 

 
62 Ibid Para 92 Per Lady Hale 

63 Ibid Para 106 Per Lord Walker 



CONCLUSION 

 

The above has showcased the difficulty both the courts and academics have had with the 

doctrine of veil piercing and balancing it between the need to see justice done and the need 

to observe the cornerstone ruling in Salomon. This tussle, in more ways theoretical and 

academic, has left many to consider the doctrine a mess, with others such as Alcock referring 

to it as a ‘Dodo of a Doctrine’.64 Ultimately, the veil piercing mechanism is a hidden poison 

vial by which the court may choose to administer a few fatal drops where it is in the interests 

of justice to do so and it cannot prevail itself of more traditional and readily accessible 

remedies, as stated in Lazarus by Denning LJ:  

No court in this land will allow a person to keep an advantage which he has obtained by 

fraud. No judgment of a court, no order of a Minister, can be allowed to stand if it has 

been obtained by fraud. Fraud unravels everything. The court is careful not to find fraud 

unless it is distinctly pleaded and proved; but once it is proved, it vitiates judgments, 

contracts and all transactions whatsoever…65 

However, in attempting to justify this necessary discretion the courts have over-complicated 

the doctrine and in seeking to provide clarify they have only muddied the waters for future 

cases that have to try and reconcile or distinguish very fact specific and rare scenarios. This 

has led some, such as Fischel and Bainbridge to call of the abolition of veil piercing in any form 

– declaring its “arbitrariness of the nominal tests casting further doubt on the utility of the 

 
64 Alistair Alcock, ‘Piercing the Veil — A Dodo of a Doctrine’ (2013) Page 241 

65 Lazarus Estates Ltd v Beasley (1956) 1 QB 702 Ibid at Page 712 



doctrine.”66 Other criticisms include “notoriously incoherent and unpredictable”67 with the 

“formulae invoked usually giving no guidance or basis for understanding the results 

reached.”68 On the other hand, some see the doctrine of veil piercing as too “embedded in 

the common law to uproot”69 and, as it only operates as a ‘remedy of last resort’ anyway, of 

little harm.70 The cases since Prest, of which there have only been a limited number, would 

appear to suggest this is the case in any event – with a number utilising Prest for guidance on 

financial relief in matrimonial cases.71 

RECOMMENDATIONS 

This report recommends that in the interests of clarity and legal certainty, that the doctrine 

of veil piercing is either refined and contained by the issuance of clear statutory guidelines, 

or entirely replaced by legislation that provides a set number of lawful criteria by which a 

company’s corporate personality might be rendered ineffective – such as instances of fraud 

or evasion. This will at least avoid wasting further precious judicial time on the legal quandary 

and paradox that is manifested when the courts attempt to reconcile corporate veil piercing 

and the Salomon principle.  

 
66 Frank Easterbrook and Daniel Fischel, ‘Limited Liability and the Corporation,’ University of Chicago 

Law School (1985) Page 109 

67 David Millon, ‘Piercing the Corporate Veil, Financial Responsibility, and the Limits of Limited 

Liability’, Emory Law Journal (2007) Page 1381 

68 Henry Ballantine, Ballantine on Corporations, Chicago (1946) Page 312 

69 B Hannigan, ‘Wedded to Salomon: evasion, concealment and confusion on piercing the veil of the 

one-man company’, Irish Jurist, 50, (2013). Page 39 

70 E. C. Mujih, ‘Piercing the corporate veil as a remedy of last resort after Prest v Petrodel Resources 

Ltd: inching towards abolition?’, Company Lawyer, 37(2), (2016).    

71 Re Lloyd George Clarke, deceased Clarke v Allen and Another [2019] EWHC 1193 
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