
SUBJECT  VII 
PERSONAL 
LIABILITY 
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I. Directors 

A.  Intro 

2 

David
Sticky Note
jointly (if you go after one, but not the other)
severally (each one is responsible for their own actions)
solidarily (you act as one person, if there are 2, you are both liable)



I. Directors 

B. Forms of Possible Liability 
 

1. Issuing shares in consideration (s.118(1)) 
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David
Sticky Note
-liable for fair market value discrepancy
-contrary to s.25
-not liable if proves market value unknown (s.118(6))
-2 year time limit (s.118(7))



I. Directors 

B. Forms of Possible Liability 
 

2. Share purchase/redemption: (s.118(2)(a)) 
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David
Sticky Note
-Liable if buyback makes:
i) it insolvent
ii) causes negative asset value
-contrary to s. 34-35-36
-recovery rights (s.118(4))
-2 year time limit (s.118(7))

David
Sticky Note
118 2 a   is the penalty for violating 34, 35,36

if judged unreasonable is judged on a case by case basis



I. Directors 

B. Forms of Possible Liability 
 

3. Commissions for sale of shares (s.118(2)(b)) 
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David
Sticky Note
brokerage fees

David
Sticky Note
-liable for unreasonable commissions
-contrary to s.41
-recovery rights (s.118(4))
-2 year time limit (s.118(7))



I. Directors 

B. Forms of Possible Liability 
 

4. Issuing dividends (s.118(2)(c)) 
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David
Sticky Note
liable if:
a) unable to pay liabilities
b) causes negative asset value

David
Sticky Note
contrary to s.42
recovery right (s.118(4)
2 year limit (s.118(7))



I. Directors 

B. Forms of Possible Liability 
 

5. Indemnification of Director  (s.118(2)(d)) 
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David
Sticky Note
-liable for excessive reimbursement
-contrary to s.124
-recovery right
-2 year limit

David
Sticky Note
if director wants expenses reimbursed, but expenses were outrageous and justified...



I. Directors 

B. Forms of Possible Liability 
 

6. Dissent or oppression obligations (s.118(2)(e)) 

 

8 

David
Sticky Note
liable for overpayment
contrary to s.190 and s.241
-recovery right
-2 year limit

David
Sticky Note
shareholders complaining about smt that went wrong and company buying them out at fair market value



I. Directors 

B. Forms of Possible Liability 
 

7. Employee wages (s.119(1)) 
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David
Sticky Note
liable up to 6 months for unpaid wages, can bd personally.

conditions:
-the employee has to have sued within 6 months and was not able to recover the funds. s.119(2)
- to sue the director, they still must be a director or within 2 years of term (s.119(3)).

recovery of solidarily contribution (s.119(6))

David
Sticky Note
solidarily contribution... one can be sued for the full amount (one director). he then can go after the other directors for it to be split together.



I. Directors 

B. Forms of Possible Liability 
 

8. Failure to disclose interest (s.120(1)) 
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David
Sticky Note
liable if fails to disclose direct or indirect interest in inc.

court set aside transaction and order account of profit (s.120(8))

David
Sticky Note
concerning purchase of a company, or family member. 

contract work and buy portion of a comapany.must disclose or shareholder can reverse transaction

David
Sticky Note
if director goes to china for example for something. director can ask for reimbursement. if this project was being questioned director cannot vote on this matter



I. Directors 

B. Forms of Possible Liability 
 

9. Duty of care and Duty to comply (s.122(1)(2)) 
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David
Sticky Note
liable if disloyal, in bad faith or conflict of interest

must respect law, articles, by-laws and usa

no exculpation (s.122(3))
-no provisions free director
-except if usa exercised via s.146(5)

David
Sticky Note
bad faith, not performing to their capabilities. conflict of interest if part of multiple boards. family member or friend a supplier.

David
Sticky Note
must respect laws, by-laws, shareholder agreements.

David
Sticky Note
there is no exlopation: the comapny cannot forgive, say ok we are ok with it.

David
Sticky Note
shareholders can make unanimous shareholders agreement stripping power to BD (s.146(5))



I. Directors 

C. Defence (s.123) 
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David
Sticky Note
reasonable diligence (s.123(4)) - perform to the best of your ability.

saves from s.118, 119 and 122(2)

David
Sticky Note
2. good faith (s.123(5))
-saves from s.122(1)



II. Shareholders Liability 

A. Intro 

1. Statutes 

• s.15(1)  

  – like a natural person 

• S. 45 (1) 

   – therefore shareholder immunity 

 

  “Separate legal entity” 
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II. Shareholders Liability 

A. Intro 

2. Common Law 

• Salomon v A Salomon & Co Ltd (1897) 

  - Sold shoe business to Corporation  £39 000 

  - Lost government as sole supplier 

  - Borrowed and then went in receivership 
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David
Sticky Note
corporate veil



II. Shareholders Liability 

B. Statutes Lifting Corporate Veil (s.45.1) 

1. Violation of s.118 (buyback, dividends) 
• S.118(4) force payback by shareholder 

 

2. Property part of Inc. during dissolution 
• S.226(4) force return by shareholder 

 

3. Unanimous Shareholder Agreement 
• S.146(5) imposes on shareholders same liability as BD  
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II. Shareholders Liability 

C. Common Law Lifting Corporate Veil 
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David
Sticky Note
1. created for fraud (to purposely mis-lead people)
2. acts flagrantly opposed to justice
-illegal actions such as arms length violations, misuse of funds
3. alter ego:
use of the company to avoid responsibility for actions of the company. uses corporate veil to avoid being sued. can also be 2 corps. uses one company to rent space but parent company pays. will sue parent company, not stupid company. if paid from stupid cci account, cant sue



III. Quebec Application 

A. Intro 
• An organization that is a legal person separate from its 

owners (art. 309 CCQ) 

• Have own patrimony (art. 302 CCQ) 

• Have full enjoyment of civil rights (art. 301 CCQ) 

• Act through BD and shareholders (art. 311 CCQ) 

• Therefore SH liability limited to investment and BD 
mandated 
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III. Quebec Application 

B. Board of Directors Liability 
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David
Sticky Note
1. fraud (art. 316 ccq)

2. 6 month wages (s.154 qbca)
-defense

3. shares given in consideration below market value (s.155 qbca)
-defense

4. dividends and insolvency (art. 156(4) qbca)
-defense



III. Quebec Application 

C. Shareholders Liability 
• Limited Liability 

• Except: 
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David
Sticky Note
1. to promise (ex. investment, someone promised to invest in the cci, goes belly up and never invested, can go after personnaly) (315 ccq)

2. fraud (316ccq). takes money out, ...

3. corporate veil (317 ccq) fraud against the public, corporate veil is lifted.




