








Explainedaa

Every company faces decisions that define its direction. Some are routine, like approving
yearly accounts. Others are pivotal, like merging with another firm or rebranding. These
choices are formalized through resolutions—votes by shareholders or directors that become
part of the company’s official record. The two main types are ordinary resolutions and special
resolutions, each with distinct rules and purposes.

Missteps in the resolution process can lead to invaliddecisions or legal headaches. Asecretarial
servicesprovider can guide you through, ensuringcompliance. But whether you’reoutsourcing or
managing internally, understanding the basics isessential. Here’s what you needto know.

Understanding Resolutions

A resolution is a documented decision, typicallymade by shareholders, that formalizes a
company’sstance on an issue. It's recorded in the company’sbooks and often filed with
regulators. Resolutionscome in two flavors:

¢ Ordinary resolutions: For routine, low-riskdecisions.
e Special resolutions: For significant changesaffecting the company’s structure or strategy.

The key difference? The percentage of votesneeded to pass and the types of decisions they
address.

Ordinary Resolutions: The Basics of Business

Ordinary resolutions are used for standard companymatters. They require a simple
majority—over 50%o0f votes cast—to pass. These decisions keep thecompany running butdon’t
fundamentally alter itsframework.

Typical Uses:

e Approving financial reports

¢ Electing or re-electing directors

e Appointing external auditors

e Declaring shareholder dividends

e Approving compensation for directors

These are the day-to-day decisions that maintain operations, so the approval threshold is
relatively low.

Example:
At a meeting with 150 votes cast, a resolution to re-elect a director needs at least 76 votes to
pass. If 80 shareholders vote in favor, the resolution succeeds.

Special Resolutions: High-Stakes Decisions

Special resolutions are for decisions with major implications. They require at least 75% of votes
cast to pass, ensuring broad agreement for changes that could reshape the company.
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