
SHAREHOLDERS, DIRECTORS, AND 
OFFICERS: WHAT YOU SHOULD KNOW

Before incorporating your business, it is important to understand what makes up a typical organizational 
structure. What follows is a brief introduction to the roles and functions of shareholders, directors and 
officers in the operation of a private company in Ontario.  

For a discussion on director and officer liability, please refer to our publication “Duties and Liabilities of 
Directors and Officers”. 

Shareholders 

A “Shareholder” generally refers to a person (whether an individual or a corporation) who is recorded 
on a corporation’s register as the owner of a share in that corporation. A shareholder owns a share 
because he or she invested in or provided services to the corporation and therefore has an ownership 
interest in the company.  

Shareholders have two basic rights: 

 the right to vote; and

 the right to receive the remaining property of a corporation on dissolution.

These basic rights must attach to at least one class of shares in a company; although not necessarily the 
same class. Additionally, the right to receive dividends is a common right but not mandatory.  

Shareholders influence the business and affairs of a corporation by electing directors.  Voting takes place 
at shareholders meetings. The first annual meeting of shareholders is held within eighteen months after 
incorporation. Subsequent meetings must be called within fifteen months of each other; and are 
normally held within six months’ of the company’s financial year-end. The company’s directors may also 
call a “special meeting of shareholders” at any other time.  

Another way that shareholders may exercise control over a company is by entering into a shareholders 
agreement. Depending on the particulars of their agreement, shareholders can assume the role of 
directors in the management of the company. However, if shareholders assume any of the directors’ 
powers they will also assume the corresponding liabilities.  For more information on shareholders 
agreements, please refer to our publication “Highlighting Shareholders Agreements.” 

Directors 

At the first meeting of shareholders, and at subsequent meetings, the shareholders who are entitled to 
vote elect the company’s directors.  

Any individual can be a director so long as he or she is at least 18 years of age, not bankrupt and 
mentally capable of managing property. The number of directors is set by the corporation’s articles (and 
sometimes the by-laws or by resolution). Where the corporation is organized under Ontario law or 
Canadian federal law, at least 25% of its directors must be resident Canadian; or where the company has 
less than four directors, at least one must be resident Canadian. The residency requirements vary in 
different provinces.  

http://houserhenry.com/resources/publications/duties-liabilities-directors-officers/
http://houserhenry.com/uploads/posts/108/Duties_and_Liabilities_of_Directors_and_Officers.pdf?1425739794
http://houserhenry.com/expertise/shareholder-agreements-and-disputes/
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Broadly speaking, directors are responsible for overseeing the business and affairs of the corporation. 
Directors do not act individually (unless there is only one director). Rather, directors conduct business as 
a board of directors, by voting on and passing resolutions. Normally, resolutions are voted on at a 
meeting of directors where there is a quorum present.  Alternatively, a resolution may be in writing, so 
long as it is unanimous.  
 
Directors may delegate many of their decision-making powers and responsibilities to a managing 
director, committee of directors or one or more officers. Directors may also enact by-laws to regulate 
the business and affairs of the corporation. Once adopted, repealed or amended by the directors, a by-
law is effective unless it is overruled by the shareholders at the following shareholders meeting. 
 
There are certain powers which the directors cannot delegate, including the power to declare dividends; 
to adopt, amend or repeal a by-law; and to fill a vacancy of a director, auditor or managing director. 
These decisions require a resolution by the board of directors (and in some cases the shareholders). 
 
A director will cease to hold office when he or she dies, resigns, becomes disqualified or is removed by a 
shareholders resolution at a meeting of shareholders. 
 
Officers 
 
Typically, Officers manage the day-to-day business and affairs of the corporation. Officers are usually 
appointed by the corporation's board of directors, and while specific positions may vary from one 
corporation to another, corporate officers often include a President and a Secretary. 

 
An officer’s powers are also subject to the company’s articles, by-laws, and any unanimous shareholders 
agreement.  
 
There is no requirement that a company have a president, secretary or other specific officer. Moreover, 
an officer is not required to have any particular title (for example, “president”). Whether or not a person 
is an officer depends on the degree of his or her power and control over company affairs. Courts have 
described officers as a company’s “top management” with duties similar to those of the company’s 
directors.  
 
Do you want to learn more? 
 
The law as it relates to corporations, shareholders, directors and officers is complex and the above 
discussion is intended as an introduction only. For more information on this or similar topics, please 
refer to the publications page of our website, or feel free to contact one of our lawyers directly. We’d be 
pleased to help you. 
 
 
 
About Houser Henry & Syron LLP  
 
For over 75 years, Houser Henry & Syron has helped entrepreneurs and private companies of all sizes  
grow and prosper. We provide a range of business law services - from assisting with day-to-day legal  
requirements to providing strategic counsel on highly complex transactions. We are uniquely positioned to 
provide high-quality legal advice, tailored to the specific needs of our clients, at a reasonable price.  
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