corporate resolution to appoint signing
authority

Corporate resolution to appoint signing authority is a critical document that
establishes who within a corporation has the authority to sign contracts, agreements, and
other legal documents on behalf of the company. This resolution is essential in ensuring
that the corporation operates smoothly and legally, as it delineates the power and
responsibility vested in specific individuals. In this article, we will explore what a
corporate resolution is, why it is important, the process of creating one, and the
implications of appointing signing authority within a corporate structure.

Understanding Corporate Resolutions

A corporate resolution is a formal document that records decisions made by a
corporation’s board of directors or shareholders. These decisions can cover a wide array
of corporate actions, ranging from appointing officers to approving mergers or
acquisitions. Resolutions serve as an official record that can be referenced in the future,
providing clarity and accountability for corporate actions.

Types of Corporate Resolutions

Corporate resolutions can be classified into two main categories:

1. Ordinary Resolutions: These are decisions that can be passed with a simple majority of
votes from the shareholders or board members. Ordinary resolutions typically cover
routine matters such as the appointment of officers and the approval of annual budgets.

2. Special Resolutions: These require a larger majority, often two-thirds or three-quarters

of the votes, to pass and usually pertain to significant corporate changes, such as
amending bylaws or changing the company’s name.

The Importance of Appointing Signing Authority

Having a designated signing authority is paramount for various reasons:

¢ Legal Compliance: Many contracts and legal documents need to be signed by
individuals with proper authority to bind the corporation legally. Without a clear
signing authority, the validity of such documents may be challenged.

e Operational Efficiency: Establishing who can sign documents streamlines business
operations, ensuring that decisions can be made and executed promptly without



unnecessary delays.

e Accountability: Designating specific individuals as signing authorities creates a
clear line of responsibility. If issues arise from executed contracts, it’s easier to
identify who was responsible for the decision.

e Risk Management: By controlling who has signing authority, corporations can
mitigate risks associated with unauthorized transactions or fraud.

Process of Creating a Corporate Resolution to
Appoint Signing Authority

Creating a corporate resolution to appoint signing authority involves several steps. It is
essential to follow a structured approach to ensure that the resolution is valid and legally
binding.

Step 1: Convene a Meeting

The first step in creating a corporate resolution is to convene a meeting of the board of
directors or shareholders. Depending on the corporation’s bylaws, this may be done in
person or virtually. It is essential to provide adequate notice of the meeting, as outlined in
the bylaws.

Step 2: Draft the Resolution

Once the meeting is convened, the next step is to draft the resolution. The resolution
should clearly state the following:

- Title: A clear title indicating that this is a resolution to appoint signing authority.

- Date and Place: The date and location of the meeting where the resolution is being
passed.

- Participants: Names and titles of individuals participating in the meeting.

- Details of the Appointment: Specifics regarding who is being appointed as signing
authority (e.g., the president, treasurer).

- Scope of Authority: A description of the powers granted, such as the types of documents
that can be signed (e.g., contracts, checks).

- Effective Date: When the resolution will take effect, which can be immediate or at a
future date.



Step 3: Vote on the Resolution

After drafting the resolution, the board or shareholders should vote on the matter.
Depending on the corporation's rules, a simple majority or a special majority may be
required. It is crucial to document the voting results, including how each member voted.

Step 4: Record the Resolution

Once the resolution is approved, it should be recorded in the minutes of the meeting.
These minutes must be accurately documented, as they serve as an official record of
corporate decisions and actions.

Step 5: Distribute and Implement the Resolution

After recording the resolution, distribute copies to all relevant parties, including those
who will be signing documents on behalf of the corporation. Ensure that everyone
understands their responsibilities and the limits of their signing authority.

Implications of Appointing Signing Authority

When a corporation appoints signing authority, it is essential to consider the implications
of that decision. Here are some key aspects to keep in mind:

Legal Implications

The individuals designated as signing authorities hold significant responsibility. Their
signatures can create binding commitments for the corporation, which means that they
must act within the limits of their authority. If a signing authority exceeds their powers,
the corporation may be held liable for unauthorized actions.

Internal Controls

To mitigate risks associated with signing authority, corporations should implement
internal controls. This may include:

- Dual Signatures: Requiring more than one individual’s signature for high-value
transactions.

- Regular Reviews: Periodically reviewing the list of signing authorities to ensure it
remains current and relevant.

- Training: Providing training for signing authorities on their responsibilities and the



importance of compliance.

Changes in Signing Authority

Corporations may need to amend or revoke signing authority over time due to changes in
personnel or business needs. It is crucial to follow the same formal process for revoking or
changing signing authority as was used to create it. This includes holding a meeting,
drafting a new resolution, and properly documenting the changes.

Conclusion

In conclusion, a corporate resolution to appoint signing authority is an essential
component of corporate governance. It serves to clarify who has the power to bind the
corporation legally and ensures that business operations run smoothly and efficiently. By
following the proper procedures to create and implement this resolution, corporations can
mitigate risks, enhance accountability, and ensure compliance with legal requirements.
Understanding the importance of signing authority and maintaining proper records can
significantly contribute to a corporation's success and integrity in its dealings.

Frequently Asked Questions

What is a corporate resolution to appoint signing
authority?

A corporate resolution to appoint signing authority is a formal document that designates
specific individuals within a corporation who are authorized to sign contracts, agreements,
and other legal documents on behalf of the company.

Why is a corporate resolution necessary?

A corporate resolution is necessary to provide clear and legal validation of who has the
authority to act on behalf of the corporation, ensuring that all transactions are binding and
recognized by third parties.

Who can be appointed as signing authority in a
corporation?

Typically, corporate officers such as the CEO, CFO, or other senior management can be
appointed as signing authorities, but the board of directors can also designate other
employees or agents as needed.



How is a corporate resolution created?

A corporate resolution is created by drafting a formal document that states the decision
made by the board of directors or shareholders, detailing the individuals appointed as
signing authorities, and it should be signed and dated accordingly.

What should be included in a corporate resolution to
appoint signing authority?

A corporate resolution should include the date of the resolution, the names of the
individuals being appointed, their specific roles, the scope of their signing authority, and
the signatures of the board members or shareholders who approved it.

Is there a difference between signing authority and
other authorities in a corporation?

Yes, signing authority specifically relates to the power to sign documents and contracts,
while other authorities may include decision-making powers or operational responsibilities
that do not necessarily require signing agreements.

How often should a corporate resolution be updated?

A corporate resolution should be updated whenever there are changes in personnel, roles,
or policies that affect signing authority, or at regular intervals as determined by the
corporation's governance practices.

What are the legal implications of appointing signing
authority?

Appointing signing authority can have significant legal implications as it determines who
can commit the corporation to binding agreements, and improper appointments can lead
to disputes or unauthorized transactions.

Can a corporate resolution be revoked or changed?

Yes, a corporate resolution can be revoked or changed by passing a new resolution that
explicitly states the changes to the signing authority, following the same process as the
original appointment.
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