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Gray’s Commentaries on Ontario Corporate Law provides a current and
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What’s New in This Release
This release features updates to Appendix LM. Legal Memoranda.

Thomson Reuters® Customer Support
1-416-609-3800 (Toronto & International)
1-800-387-5164 (Toll Free Canada & U.S.)
E-mail CustomerSupport.LegalTaxCanada@ TR.com

This publisher’s note may be scanned electronically and photocopied for the purpose of circulating copies within your
organization.

© 2026 Thomson Reuters, Rel. 7, 10/2026 iii



Highlights
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o § LM:37—Priority of a Corporation’s Lien on Its Issued Shares—

Section 40 of the Ontario Business Corporations Act permits a corpora-
tion to secure or acquire a lien on the shares registered in the name of a
shareholder. However, while s. 40 describes when and how a corporation
opts into the lien and how the lien is enforced, it leaves certain other
fundamental questions unanswered. One important question that s. 40
does not answer is: does the corporation acquire an in rem or propri-
etary interest in the shares, or only a right to refuse to register a
transfer of the shares on the books of the corporation? A second
unanswered question is: if the corporation has an in rem interest in its
issued shares, does the corporation’s lien rank in priority, or subordi-
nate, to a properly perfected security interest in the same shares?

LM:66.50—Repeal of the Board Residency Requirement— Effec-
tive July 5, 2021, the requirement in the Ontario Business Corporations
Act that each OBCA corporation have a minimum percentage of resi-
dent Canadian directors was repealed. Before the amendment, at least
25% of the directors of an OBCA corporation had to be resident
Canadians. The rationale for the original requirement was never
entirely clear. It seemed to harken back to the 1970s when there was a
concern about Canada’s increasingly becoming a branch-plant economy,
with many of our major industrial companies under foreign ownership
and control.





