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SHARE CAPITAL

0.00 GENERAL REMARKS

How share capital is structured varies from one corporation to the next. There may be one
or more classes of shares, as needed. Within each class, the p ce, cow)ination and state

ite vafied . This very bro

of each of the characteristics attributable to a share can be
diversity in terms of the composition of the share capit
difficult to define. In order to understand the functioning
make the necessary corrections to it under anyfcircu

the smallest component of the share capital c
attached to a share.

Before examining the characteristics as su
difficult to identify the characteristi
the following list, which is not_g

, they must be identified and ‘¢lassified! It is not
From established practic n draw up
voting, dividends,{sharing of the remaining
rchase, redempti creation of series, veto,

Unfortunately, it is as to classify the cha icg) of a share. The inherent
difficulty in suck ation’ lies in the fac t orate’ law is constantly changing.
Paradoxically, thi w is built onQr iti a great extent. There are therefore
still many ren 0 he ‘egnturies. This mix of tradition and
innovation can

es the classification of the characteristics
of a sh Traditionally, there G asses of shares: common shares, which give
heir holder fundamental righ right to vote, the right to receive dividends and the
ght to share in the remainin ts of the corporation—and preferred shares, which play

. pare ommon shares. Corporate law is progressively

andoning this traditional classification, although it is still firmly entrenched. Today there
§"a range of characf@pisti hich we can combine as we wish.

One o estgexamples of this con

the law as a source of this classification, we note, firstly, the
mandatory chi s, i.e. those which the law requires to be present in the share capital
mandatory characteristics may be the subject of a sub-classification,
al characteristics, in that they must appear in the share capital description,
characteristics which, other than a few variations, also owe their presence to
the other hand, the other characteristics which the law does not consider

ses hereof, the term "characteristic" is used to designate collectively or individually the rights, privileges,
restrictions generally attributed to a share, for the sake of conciseness and without affecting the meaning.
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essential or which only owe their presence within the share capital structure to a particular
need of the corporation, become optional characteristics which legal counsels can use at
will. Despite the fact that they are optional, these characteristics often occupy a very
important place in the share capital description due to the growth of the particular needs of
corporations, and they must therefore be flexible.

1.00 LEGAL FRAMEWORK ¢
1.01 Laws and Regulations

The basic principles governing share capital@re found in théfollowing corpora

LAWS AND REGULATIONS

5(3) to (6), 33, 43 to 105, , 191,241 3

Business Corporations Act (Quebec) 245 277 and281

6(1)c), 24 to 45, 182 )b)i), 184(2)b)i)

Canada Business Cor, tio

1.02 Case Law

e capital description and we will examine a
exa d the share capital description and have
d and unwanted consequences with respect to

Several rule

is is no doubt the ant interpretation rule with respect to the characteristics of a
are. It essentially es t]‘, unless indicated otherwise, the shares of all classes in the
capital stock of ion are deemed to be equal.

ared to a share of another class, such shares are deemed to be equal in
ising a right for which no distinction has been made. Therefore, unless
ted in the articles of incorporation, no distinction can be made between the
ifferent classes.
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1.02.02 Deemed Distinction

When faced with share capital which includes several classes of shares, we must assume
that the existence of the various classes is indicative of, but does not constitute, a distinction
between the shares of the various classes. The only reason for having separate classes is to
differentiate between certain characteristics attached to the shares of each of the classes.
However, the presence of separate classes is only indic:@n &tention to draw
distinctions. The confirmation of this intention must be fo in thegwording of the sh

ns base

i n each characteristic

capital description which reproduces the various disti
distinguished.

L 4
1.02.03 The Fundamental Characteristi¢syPresumption

As the fundamental characteristics represent the very essence of a share, itffs unders able
that they are presumed. This presumption is confirmed in section of th@) Business
Corporations Act (Quebec). Feder: islator does not seem to sidered it

necessary to include this presumption in|the law; this is an onfission on its part and the
courts have consistently confi presumption. L 2
The corollary of th'? pr p isgthat if one wantsgf@fighangelany of the fundamental
st1
ilin '

characteristics whic the very essence,of a § e done explicitly in the
share capital dese hich the fun ta istics will remain.

ptio

4
pretation \
aracteristics co e very essence of a share, any change of
rpreted strictly.
g rules of interpretation we amined so far may be described as general rules of

also d*arious particular rules relating to specific characteristics.
n each of the characteristics in question.

ight to vote before the condition occurs. In a sense, the maxim "inclusio unius,
ius" applies. However, very precise drafting can avoid having to use this rule
interpretation. The appropriate step in such a case is not to provide a right to vote in
ific circumstances, but to exclude the right to vote unless a specific event occurs. This
afting method simplifies the interpretation of this characteristic enormously.





