
shareholders written resolution
Shareholders written resolution is a vital mechanism within corporate
governance, allowing shareholders to make decisions without convening a
formal meeting. This process is particularly beneficial in situations where
immediate action is necessary or when the logistics of gathering shareholders
for a meeting are impractical. In this article, we will explore the concept
of a shareholders written resolution, its legal framework, the advantages and
disadvantages, and the process involved in drafting and implementing such
resolutions.

Understanding Shareholders Written Resolutions

A shareholders written resolution is a formal decision made by the
shareholders of a company without the need for a physical meeting. Instead,
shareholders can express their agreement or disagreement through written
consent. This alternative method has become increasingly popular,
particularly in smaller companies or tightly held businesses where
shareholders may have a close working relationship.

Legal Framework

The legality of written resolutions varies by jurisdiction, but many
countries have adopted similar principles. In the United Kingdom, for
example, the Companies Act 2006 governs the process of written resolutions.
Key provisions include:

- Types of Resolutions: There are two main types of resolutions — ordinary
and special. Ordinary resolutions require a simple majority (more than 50% of
the votes), while special resolutions require a higher threshold (typically
75%).
- Circulation: The resolution must be circulated to all eligible
shareholders. The methods of circulation can vary, including email, postal
service, or other electronic means.
- Approval: A written resolution is considered passed when the required
majority of shareholders has signed their approval.

Advantages of Shareholders Written Resolutions

Shareholders written resolutions offer several advantages, making them an
appealing option for many companies:

1. Efficiency: Written resolutions can expedite decision-making, allowing
companies to address urgent matters quickly.



2. Cost-Effective: Conducting a formal meeting can incur various costs, such
as venue rental, catering, and travel expenses. Written resolutions eliminate
these costs.
3. Flexibility: Shareholders may find it easier to express their opinions in
writing, particularly if they are hesitant to voice their concerns in a
meeting setting.
4. Convenience: Shareholders can review resolutions at their convenience,
leading to more informed decisions.
5. Confidentiality: Sensitive matters may be handled more discreetly through
written resolutions, as there is no public forum for discussion.

Disadvantages of Shareholders Written Resolutions

While there are clear advantages to using written resolutions, there are also
potential drawbacks that should be considered:

1. Limited Discussion: Written resolutions do not facilitate real-time
discussion, which can lead to misunderstandings or lack of clarity.
2. Potential for Miscommunication: If not carefully drafted, the resolution
may be misinterpreted, leading to unintended consequences.
3. Shareholder Engagement: Some shareholders may feel disengaged from the
decision-making process without the opportunity to participate in
discussions.
4. Legal Risks: If the resolution is not compliant with legal requirements,
it may be deemed invalid, leading to potential disputes.

How to Draft a Shareholders Written Resolution

Creating a shareholders written resolution requires careful drafting to
ensure clarity and compliance with legal standards. Here are the key steps
involved in the process:

1. Identify the Purpose of the Resolution

Before drafting a written resolution, it is essential to identify the
specific issue or decision that requires shareholder approval. Common topics
include:

- Appointment or removal of directors
- Approval of financial statements
- Changes to share capital
- Mergers or acquisitions
- Amendments to the company’s articles of association



2. Draft the Resolution

The resolution should be clear and concise, outlining the specific action to
be taken. Here’s a basic structure for the resolution:

- Title: A clear and descriptive title summarizing the resolution.
- Preamble: A brief introduction explaining the context and necessity of the
resolution.
- Resolution Statement: The exact wording of the resolution. For example:

"Resolved that [insert specific action], as proposed by [insert proposer’s
name]."

- Signatory Clause: A section for shareholders to sign, indicating their
approval of the resolution.

3. Circulate the Resolution

Once the resolution is drafted, it must be circulated to all eligible
shareholders. Ensure that the method of circulation complies with any legal
requirements and that all shareholders receive the resolution in a timely
manner.

4. Collect Signatures

Shareholders should sign the resolution to indicate their approval. It is
crucial to keep accurate records of who has signed and when, as this
information may be needed for future reference or in the event of a dispute.

5. Record the Outcome

Once the required number of signatures has been obtained, the resolution is
deemed passed. Document the outcome and retain copies of the signed
resolution for the company’s records.

Best Practices for Shareholders Written
Resolutions

To ensure the effectiveness and legality of a shareholders written
resolution, consider the following best practices:

- Consult Legal Advisors: Engaging legal counsel can help verify compliance



with applicable laws and regulations.
- Be Transparent: Clearly communicate the reasons for the resolution and any
implications it may have for shareholders.
- Encourage Participation: Provide shareholders with ample time to review the
resolution and ask questions before signing.
- Keep Records: Maintain detailed records of the resolution process,
including drafts, communications, and signed approvals.

Conclusion

In conclusion, shareholders written resolutions represent a practical and
efficient method for companies to make decisions without convening formal
meetings. While they offer several advantages, such as cost savings and
expedited decision-making, it is essential to be aware of the potential
limitations and legal considerations. By following best practices in drafting
and implementing written resolutions, companies can effectively engage their
shareholders and ensure compliance with legal standards. Overall,
understanding how to utilize shareholders written resolutions can
significantly enhance corporate governance and operational efficiency.

Frequently Asked Questions

What is a shareholders written resolution?
A shareholders written resolution is a legally binding decision made by
shareholders of a company, typically outside of a formal meeting, where all
shareholders agree in writing to a specific proposal.

What are the advantages of using a written
resolution for shareholders?
The advantages include faster decision-making, reduced costs associated with
holding a physical meeting, and the ability for shareholders to carefully
consider their votes in private.

Are there any limitations to shareholders written
resolutions?
Yes, some limitations include that certain decisions may still require a
physical meeting, and all shareholders must agree in writing for the
resolution to be valid, which may not always be practical.



How do you draft a shareholders written resolution?
To draft a shareholders written resolution, you should clearly state the
proposed resolution, provide relevant background information, include spaces
for signatures, and ensure compliance with any applicable legal requirements
or company bylaws.

What is the process for passing a shareholders
written resolution?
The process typically involves drafting the resolution, distributing it to
all shareholders for their review and signature, collecting signed
agreements, and then documenting the resolution's passing in the company's
records.
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