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PREFACE
An investor who invests his nmoney into business will definitely
wi sh to secure the maxi numreturns with nmininumrisk. To him the
concept of linited liability is of substantial inportance and nost
attractive. However, his apparent choice of investment is limted.
The only common form of business establishnent available to himis
that of registered conpanies. Of |ess obvious but possible, is that

of partnership firns.

It is the object of this paper to provide a conprehensive
study on the concept of limited liability, its historical account
and net hods of achieving the privilege of linmted liability inre-
gistered conpanies as well as its possible application in the |aw of

par t nership.

This paper is not intended to be an exhaustive presenta-
tion covering every aspect of limted liability. In particular, only
a brief attenpt is made to deal with the procedural requirements in
relation to the incorporation of conpanies under the Conpanies Act,
1965. And though (apart from partnership), by careful construction
of contract, an investor can invest in any business, enjoy a yield
that would vary with the profits of the business and yet not be |ia-
ble to the debts of the business, it is beyond the scope of this paper

to deal with them

In conpleting this project paper, acknow edgenent is due



ABSTRACT
This paper is presented in the follow ng nanner:
1. Hstorical introduction to linted liability
2. Limted liability through Registered Conpanies
3. Linmted liability through Partnerships
4» Concl usi on
The historical introduction deals prinarily with the stru-
ggle to achieve limted liability that took place in England. It is
of the witter's viewthat this is inportant so as to see and under-
stand the present application of this concept. A though the UK
Conpani es Act was passed in 1862, it was not until the case of Sal onon
v Salonon (1897) that the English courts had full grasp of the exis-

tence of a corporate entity conferred by the Act.

Chapter |l of the paper deals with the privilege of |i-
nited liability through conpanies registered under the Conpanies Act,
1965. Aduly registered linted conpany al |l ows nenbers to reap the
advantage of linited liability while enjoying a varying rates of di-
vidends. However, the concept of limted liability is not incapable

of being renoved. There are instances of such renoval .

In the case of partnership, though the liabilities of part-
ners are joint and unlimted, it will be seen in Chapter 11l that an
investor may enjoy a sort of linted liability. There is no doubt
that partners are liable to the last cent of their fortune, but this

is not sointhe case of a bona fide lender. To put it sinply, one



can go ahead and invest in partnership but never be a partner there-

of and so escape personal liability.

It is true to say that the ability to enjoy linmted lia-
bility has turned the scale in favour of incorporation. However Ii-
mted liability is not full-proof and not without its attendant costs.

These shall be seen in the concluding Chapter.
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