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National Instrument 51-102 
Continuous Disclosure Obligations 

 
PART 1  DEFINITIONS AND INTERPRETATION 
 
1.1 Definitions and Interpretation 
 
(1) In this Instrument: 
 

“acquisition date” has the same meaning as in the issuer’s GAAP; 
 
“AIF” means a completed Form 51-102F2 Annual Information Form or, in the case of 
an SEC issuer, a completed Form 51-102F2 or an annual report or transition report 
under the 1934 Act on Form 10-K or Form 20-F; 

 
“asset-backed security” means a security that is primarily serviced by the cash flows 
of a discrete pool of mortgages, receivables or other financial assets, fixed or 
revolving, that by their terms convert into cash within a finite period and any rights or 
other assets designed to assure the servicing or the timely distribution of proceeds to 
securityholders; 

 
“board of directors” means, for a person or company that does not have a board of 
directors, an individual or group that acts in a capacity similar to a board of directors; 

 
“business acquisition report” means a completed Form 51-102F4 Business 
Acquisition Report; 

 
“class” includes a series of a class; 
 
“common share” means an equity security to which are attached voting rights 
exercisable in all circumstances, irrespective of the number or percentage of securities 
owned, that are not less, per security, than the voting rights attached to any other 
outstanding securities of the reporting issuer; 
 
“corporate law” has the same meaning as in section 1.1 of NI 54-101; 
 
“date of transition to IFRS” means the date of transition to IFRSs as that term is 
defined in Canadian GAAP applicable to publicly accountable enterprises; 

 
“designated rating organization” [repealed] 
 
“DRO affiliate” [repealed]; 
 
“electronic format” has the same meaning as in National Instrument 13-101 System 
for Electronic Document Analysis and Retrieval (SEDAR); 
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-2- 
 

 

“equity investee” means a business that the issuer has invested in and accounted for 
using the equity method; 

 
“exchange-traded security” means a security that is listed on a recognized exchange 
or is quoted on a recognized quotation and trade reporting system or is listed on an 
exchange or quoted on a quotation and trade reporting system that is recognized for 
the purposes of National Instrument 21-101 Marketplace Operation and National 
Instrument 23-101 Trading Rules; 

 
“executive officer” means, for a reporting issuer, an individual who is 

 
(a) a chair, vice-chair or president; 
 
(a.1) a chief executive officer or chief financial officer; 
 
(b)  a vice-president in charge of a principal business unit, division or function 

including sales, finance or production; or 
 
(c) performing a policy-making function in respect of the issuer; 

 
“financial outlook” means forward-looking information about prospective financial 
performance, financial position or cash flows that is based on assumptions about 
future economic conditions and courses of action and that is not presented in the 
format of a historical statement of financial position, statement of comprehensive 
income or statement of cash flows; 
 
“financial statements” includes interim financial reports; 
 
“first IFRS financial statements” has the same meaning as in Canadian GAAP 
applicable to publicly accountable enterprises; 
 
“FOFI”, or “future-oriented financial information”, means forward-looking 
information about prospective financial performance, financial position or cash flows, 
based on assumptions about future economic conditions and courses of action, and 
presented in the format of a historical statement of financial position, statement of 
comprehensive income or statement of cash flows; 

 
“form of proxy” means a document containing the information required under section 
9.4 that, on completion and execution by or on behalf of a securityholder, becomes a 
proxy; 
 
“forward-looking information” means disclosure regarding possible events, 
conditions or financial performance that is based on assumptions about future 
economic conditions and courses of action and includes future-oriented financial 
information with respect to prospective financial performance, financial position or 
cash flows that is presented as a forecast or a projection; 
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-3- 
 

 

 
“information circular” means a completed Form 51-102F5 Information Circular; 
“informed person” means 

 
(a) a director or executive officer of a reporting issuer; 

 
(b) a director or executive officer of a person or company that is itself an 

informed person or subsidiary of a reporting issuer; 
 

(c) any person or company who beneficially owns, or controls or directs, directly 
or indirectly, voting securities of a reporting issuer or a combination of both 
carrying more than 10 percent of the voting rights attached to all outstanding 
voting securities of the reporting issuer other than voting securities held by the 
person or company as underwriter in the course of a distribution; and 

 
(d) a reporting issuer that has purchased, redeemed or otherwise acquired any of 

its securities, for so long as it holds any of its securities; 
 

“inter-dealer bond broker” means a person or company that is approved by the 
Investment Industry Regulatory Organization of Canada under its Rule 36 Inter-
Dealer Bond Brokerage Systems, as amended, and is subject to its Rule 36 and its 
Rule 2100 Inter-Dealer Bond Brokerage Systems, as amended;  
 
“interim period” means, 

 
(a) in the case of a year other than a non-standard year or a transition year, a 

period commencing on the first day of the financial year and ending nine, six 
or three months before the end of the financial year;  

 
(a.1) in the case of a non-standard year, a period commencing on the first day of the 

financial year and ending within 22 days of the date that is nine, six or three 
months before the end of the financial year; or 

 
(b) in the case of a transition year, a period commencing on the first day of the 

transition year and ending 
 

(i) three, six, nine or twelve months, if applicable, after the end of the old 
financial year; or 

 
(ii) twelve, nine, six or three months, if applicable, before the end of the 

transition year; 
 

“issuer’s GAAP” has the same meaning as in National Instrument 52-107 Acceptable 
Accounting Principles and Auditing Standards; 
“MD&A” means a completed Form 51-102F1 Management’s Discussion & Analysis 
or, in the case of an SEC issuer, a completed Form 51-102F1 or management’s 
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-4- 
 

 

discussion and analysis prepared in accordance with Item 303 of Regulation S-K 
under the 1934 Act; 

 
“marketplace” means 

 
(a) an exchange; 

 
(b) a quotation and trade reporting system; 

 
(c) a person or company not included in paragraph (a) or (b) that 

 
(i) constitutes, maintains or provides a market or facility for bringing 

together buyers and sellers of securities; 
 

(ii) brings together the orders for securities of multiple buyers and sellers; 
and 

 
(iii) uses established, non-discretionary methods under which the orders 

interact with each other, and the buyers and sellers entering the orders 
agree to the terms of a trade; or 

 
(d) a dealer that executes a trade of an exchange-traded security outside of a 

marketplace, 
 

but does not include an inter-dealer bond broker; 
 

“material change” means 
 

(a) a change in the business, operations or capital of the reporting issuer that 
would reasonably be expected to have a significant effect on the market price 
or value of any of the securities of the reporting issuer; or 

 
(b) a decision to implement a change referred to in paragraph (a) made by the 

board of directors or other persons acting in a similar capacity or by senior 
management of the reporting issuer who believe that confirmation of the 
decision by the board of directors or any other persons acting in a similar 
capacity is probable; 

 
“material contract” means any contract that an issuer or any of its subsidiaries is a 
party to, that is material to the issuer; 

 
“mineral project” has the same meaning as in National Instrument 43-101 Standards 
for Disclosure for Mineral Projects;  

 
“new financial year” means the financial year of a reporting issuer that immediately 
follows a transition year; 
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“NI 54-101” means National Instrument 54-101 Communication with Beneficial 
Owners of Securities of a Reporting Issuer; 

 
“non-standard year” means a financial year, other than a transition year, that does not 
have 365 days, or 366 days if it includes February 29; 

 
“non-voting security” means a restricted security that does not carry the right to vote 
generally, except for a right to vote that is mandated, in special circumstances, by 
law; 
 
“notice-and-access” has the same meaning as in section 1.1 of NI 54-101; 

 
“old financial year” means the financial year of a reporting issuer that immediately 
precedes a transition year; 
 
“operating income” means gross revenue minus royalty expenses and production 
costs; 

 
“preference share” means a security to which is attached a preference or right over the 
securities of any class of equity securities of the reporting issuer, but does not include 
an equity security; 

 
“principal obligor” means, for an asset-backed security, a person or company that is 
obligated to make payments, has guaranteed payments, or has provided alternative 
credit support for payments, on financial assets that represent one-third or more of the 
aggregate amount owing on all of the financial assets servicing the asset-backed 
security; 
 
“private enterprise” has the same meaning as in Part 3 of National Instrument 52-107 
Acceptable Accounting Principles and Auditing Standards; 
 
“profit or loss attributable to owners of the parent” has the same meaning as in 
Canadian GAAP applicable to publicly accountable enterprises; 
 
“profit or loss from continuing operations attributable to owners of the parent” has the 
same meaning as in Canadian GAAP applicable to publicly accountable enterprises”; 
 
“proxy” means a completed and executed form of proxy by which a securityholder 
has appointed a person or company as the securityholder’s nominee to attend and act 
for the securityholder and on the securityholder’s behalf at a meeting of 
securityholders; 
 
“proxy-related materials” means securityholder material relating to a meeting of 
securityholders that a person or company that solicits proxies is required under 
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corporate law or securities legislation to send to the registered holders or beneficial 
owners of the securities; 
“publicly accountable enterprise” has the same meaning as in Part 3 of National 
Instrument 52-107 Acceptable Accounting Principles and Auditing Standards; 

 
“recognized exchange” means 

 
(a) in Ontario, an exchange recognized by the securities regulatory authority to 

carry on business as a stock exchange;  
 

(a.1) in Québec, a person or company authorized by the securities regulatory 
authority to carry on business as an exchange; and 

 
(b) in every other jurisdiction, an exchange recognized by the securities 

regulatory authority as an exchange, self-regulatory organization or self-
regulatory body; 

 
“recognized quotation and trade reporting system” means 

 
(a) in every jurisdiction other than British Columbia, a quotation and trade 

reporting system recognized by the securities regulatory authority under 
securities legislation to carry on business as a quotation and trade reporting 
system; and 

 
(b) in British Columbia, a quotation and trade reporting system recognized by the 

securities regulatory authority under securities legislation as a quotation and 
trade reporting system or as an exchange; 

 
“restricted security” means an equity security of a reporting issuer if any of the 
following apply: 

 
(a) there is another class of securities of the reporting issuer that, to a reasonable 

person, appears to carry a greater number of votes per security relative to the 
equity security;  

 
(b) the conditions attached to the class of equity securities, the conditions attached 

to another class of securities of the reporting issuer, or the reporting issuer’s 
constating documents have provisions that nullify or, to a reasonable person, 
appear to significantly restrict the voting rights of the equity securities; or 

 
(c) the reporting issuer has issued another class of equity securities that, to a 

reasonable person, appears to entitle the owners of securities of that other 
class to participate in the earnings or assets of the reporting issuer to a greater 
extent, on a per security basis, than the owners of the first class of equity 
securities; 
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“restricted security term” means each of the terms “non-voting security”, 
“subordinate voting security” and “restricted voting security”; 

 
“restricted voting security” means a restricted security that carries a right to vote 
subject to a restriction on the number or percentage of securities that may be voted by 
one or more persons or companies, unless the restriction is  

 
(a) permitted or prescribed by statute; and  

 
(b) is applicable only to persons or companies that are not citizens or residents of 

Canada or that are otherwise considered as a result of any law applicable to 
the reporting issuer to be non-Canadians; 

 
“restructuring transaction” means 

 
(a) a reverse takeover; 

 
(b) an amalgamation, merger, arrangement or reorganization; 

 
(c) a transaction or series of transactions involving a reporting issuer acquiring 

assets and issuing securities that results in 
 

(i) new securityholders owning or controlling more than 50% of the 
reporting issuer’s outstanding voting securities; and  

 
(ii) a new person or company, a new combination of persons or companies 

acting together, the vendors of the assets, or new management 
 

(A) being able to materially affect the control of the reporting 
issuer; or 

 
(B) holding more than 20% of the outstanding voting securities of 

the reporting issuer, unless there is evidence showing that the 
holding of those securities does not materially affect the 
control of the reporting issuer; and 

 
(d) any other transaction similar to the transactions listed in paragraphs (a) to (c), 

 
but does not include a subdivision, consolidation, or other transaction that does not 
alter a securityholder’s proportionate interest in the issuer and the issuer’s 
proportionate interest in its assets; 
 
“retrospective” has the same meaning as in Canadian GAAP applicable to publicly 
accountable enterprises; 
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“retrospectively” has the same meaning as in Canadian GAAP applicable to publicly 
accountable enterprises; 
“reverse takeover” means 

 
(a) a reverse acquisition, which has the same meaning as in Canadian GAAP 

applicable to publicly accountable enterprises; or 
 

(b) a transaction where an issuer acquires a person or company by which the 
securityholders of the acquired person or company, at the time of the 
transaction, obtain control of the issuer, where, for purposes of this paragraph, 
“control” has the same meaning as in Canadian GAAP applicable to publicly 
accountable enterprises; 

 
“reverse takeover acquiree” means the legal parent in a reverse takeover; 
 
“reverse takeover acquirer” means the legal subsidiary in a reverse takeover; 
 
“SEC issuer” means an issuer that 

 
(a) has a class of securities registered under section 12 of the 1934 Act or is 

required to file reports under section 15(d) of the 1934 Act; and 
 

(b) is not registered or required to be registered as an investment company under 
the Investment Company Act of 1940 of the United States of America, as 
amended; 

 
“solicit”, in connection with a proxy, includes 

 
(a) requesting a proxy whether or not the request is accompanied by or included 

in a form of proxy; 
 

(b) requesting a securityholder to execute or not to execute a form of proxy or to 
revoke a proxy; 

 
(c) sending a form of proxy or other communication to a securityholder under 

circumstances that to a reasonable person will likely result in the giving, 
withholding or revocation of a proxy; or 

 
(d) sending a form of proxy to a securityholder by management of a reporting 

issuer; 
 

but does not include 
 
(e) sending a form of proxy to a securityholder in response to a unsolicited 

request made by or on behalf of the securityholder;  
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(f) performing ministerial acts or professional services on behalf of a person or 
company soliciting a proxy;  

 
(g) sending, by an intermediary as defined in NI 54-101, of the documents 

referred to in NI 54-101; 
 

(h) soliciting by a person or company in respect of securities of which the person 
or company is the beneficial owner; 

 
(i) publicly announcing, by a securityholder, how the securityholder intends to 

vote and the reasons for that decision, if that public announcement is made by 
 

(i) a speech in a public forum; or 
 

(ii) a press release, an opinion, a statement or an advertisement provided 
through a broadcast medium or by a telephonic, electronic or other 
communication facility, or appearing in a newspaper, a magazine or 
other publication generally available to the public; 

 
(j) communicating for the purposes of obtaining the number of securities required 

for a securityholder proposal under the laws under which the reporting issuer 
is incorporated, organized or continued or under the reporting issuer’s 
constating or establishing documents; or 

 
(k) communicating, other than a solicitation by or on behalf of the management of 

the reporting issuer, to securityholders in the following circumstances: 
 

(i) by one or more securityholders concerning the business and affairs of 
the reporting issuer, including its management or proposals contained 
in a management information circular, and no form of proxy is sent to 
those securityholders by the securityholder or securityholders making 
the communication or by a person or company acting on their behalf, 
unless the communication is made by 

 
(A) a securityholder who is an officer or director of the reporting 

issuer if the communication is financed directly or indirectly by 
the reporting issuer; 

 
(B) a securityholder who is a nominee or who proposes a nominee 

for election as a director, if the communication relates to the 
election of directors; 

 
(C) a securityholder whose communication is in opposition to an 

amalgamation, arrangement, consolidation or other transaction 
recommended or approved by the board of directors of the 
reporting issuer and who is proposing or intends to propose an 
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alternative transaction to which the securityholder or an 
affiliate or associate of the securityholder is a party; 

 
(D) a securityholder who, because of a material interest in the 

subject-matter to be voted on at a securityholder’s meeting, is 
likely to receive a benefit from its approval or non-approval, 
which benefit would not be shared pro rata by all other holders 
of the same class of securities, unless the benefit arises from 
the securityholder’s employment with the reporting issuer; or 

 
(E) any person or company acting on behalf of a securityholder 

described in any of clauses (A) to (D); 
 

(ii) by one or more securityholders and concerns the organization of a 
dissident’s proxy solicitation, and no form of proxy is sent to those 
securityholders by the securityholder or securityholders making the 
communication or by a person or company acting on their behalf; 

 
(iii) as clients, by a person or company who gives financial, corporate 

governance or proxy voting advice in the ordinary course of business 
and concerns proxy voting advice if 

 
(A) the person or company discloses to the securityholder any 

significant relationship with the reporting issuer and any of its 
affiliates or with a securityholder who has submitted a matter 
to the reporting issuer that the securityholder intends to raise at 
the meeting of securityholders and any material interests the 
person or company has in relation to a matter on which advice 
is given; 

 
(B) the person or company receives any special commission or 

remuneration for giving the proxy voting advice only from the 
securityholder or securityholders receiving the advice; and 

(C) the proxy voting advice is not given on behalf of any person or 
company soliciting proxies or on behalf of a nominee for 
election as a director; or 

 
(iv) by a person or company who does not seek directly or indirectly the 

power to act as a proxyholder for a securityholder; 
 

“special meeting” has the same meaning as in section 1.1 of NI 54-101; 
 
“special resolution” has the same meaning as in section 1.1 of NI 54-101; 
 
“stratification” has the same meaning as in section 1.1 of NI 54-101; 
 

017



-11- 
 

 

“subordinate voting security” means a restricted security that carries a right to vote, if 
there are securities of another class outstanding that carry a greater right to vote on a 
per security basis;  

 
“transition year” means the financial year of a reporting issuer or business in which 
the issuer or business changes its financial year-end; 
 
“U.S. AICPA GAAS” has the same meaning as in National Instrument 52-107 
Acceptable Accounting Principles and Auditing Standards; 
  
“U.S. GAAP” has the same meaning as in National Instrument 52-107 Acceptable 
Accounting Principles and Auditing Standards; 
 
“U.S. laws” means the 1933 Act, the 1934 Act, all enactments made under those Acts 
and all SEC releases adopting the enactments, as amended; 

 
“U.S. marketplace” means an exchange registered as a “national securities exchange” 
under section 6 of the 1934 Act, or the Nasdaq Stock Market;  
 
“U.S. PCAOB GAAS” has the same meaning as in National Instrument 52-107 
Acceptable Accounting Principles and Auditing Standards; and 
 
“venture issuer” means a reporting issuer that, as at the applicable time, did not have 
any of its securities listed or quoted on any of the Toronto Stock Exchange, Aequitas 
NEO Exchange Inc., a U.S. marketplace, or a marketplace outside of Canada and the 
United States of America other than the Alternative Investment Market of the London 
Stock Exchange or the PLUS markets operated by PLUS Markets Group plc; where 
the “applicable time” in respect of 

 
(a) Parts 4 and 5 of this Instrument and Form 51-102F1, is the end of the 

applicable financial period; 
 

(b) Parts 6 and 9 of this Instrument and Form 51-102F6, is the end of the most 
recently completed financial year; 

 
(c) Part 8 of this Instrument and Form 51-102F4, is the acquisition date; and 

 
(d) section 11.3 of this Instrument, is the date of the meeting of the 

securityholders. 
 
(2) Affiliate – In this Instrument, an issuer is an affiliate of another issuer if 
 

(a) one of them is the subsidiary of the other, or 
 

(b) each of them is controlled by the same person. 
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(3) Control – For the purposes of subsection (2), a person (first person) is considered to 
control another person (second person) if 

 
(a) the first person beneficially owns, or controls or directs, directly or indirectly, 

securities of the second person carrying votes which, if exercised, would 
entitle the first person to elect a majority of the directors of the second person, 
unless that first person holds the voting securities only to secure an obligation, 

 
(b) the second person is a partnership, other than a limited partnership, and the 

first person holds more than 50% of the interests of the partnership, or 
 

(c) the second person is a limited partnership and the general partner of the 
limited partnership is the first person. 

 
PART 2 APPLICATION 
 
2.1 Application 
 

This Instrument does not apply to an investment fund. 
 
PART 3 LANGUAGE OF DOCUMENTS 
 
3.1 French or English 
 
(1) A person or company must file a document required to be filed under this Instrument 

in French or in English. 
 
(2) Despite subsection (1), if a person or company files a document only in French or 

only in English but delivers to securityholders a version of the document in the other 
language, the person or company must file that other version not later than when it is 
first delivered to securityholders. 

 
(3) In Québec, a reporting issuer must comply with linguistic obligations and rights 

prescribed by Québec law. 
 
3.2 Filings Translated into French or English 
 

If a person or company files a document under this Instrument that is a translation of 
a document prepared in a language other than French or English, the person or 
company must 

 
(a) attach a certificate as to the accuracy of the translation to the filed document; 

and 
 

(b) make a copy of the document in the original language available to a registered 
holder or beneficial owner of its securities, on request. 
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PART 4 FINANCIAL STATEMENTS 
 
4.1 Comparative Annual Financial Statements and Audit 
 
(1) Subject to subsection 4.8(6), a reporting issuer must file annual financial statements 

that include 
 

(a) a statement of comprehensive income, a statement of changes in equity, and a 
statement of cash flows for  

 
(i) the most recently completed financial year; and 

 
(ii) the financial year immediately preceding the most recently completed 

financial year, if any; 
 

(b) a statement of financial position as at the end of each of the periods referred to 
in paragraph (a);  

 
(c) in the following circumstances, a statement of financial position as at the 

beginning of the financial year immediately preceding the most recently 
completed financial year: 

 
(i) the reporting issuer discloses in its annual financial statements an 

unreserved statement of compliance with IFRS, and  
 

(ii) the reporting issuer 
 

(A) applies an accounting policy retrospectively in its annual 
financial statements,  

 
(B) makes a retrospective restatement of items in its annual 

financial statements, or  
 
(C) reclassifies items in its annual financial statements; 

 
(d) in the case of the reporting issuer’s first IFRS financial statements, the 

opening IFRS statement of financial position at the date of transition to IFRS; 
and 

 
(e) notes to the annual financial statements. 
 

(2) Annual financial statements filed under subsection (1) must be audited. 
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(3) If a reporting issuer presents the components of profit or loss in a separate income 
statement, the separate income statement must be displayed immediately before the 
statement of comprehensive income filed under subsection (1).  

 
4.2 Filing Deadline for Annual Financial Statements  
 

The audited annual financial statements required to be filed under section 4.1 must be 
filed 

 
(a) in the case of a reporting issuer other than a venture issuer, on or before the 

earlier of 
 

(i) the 90th day after the end of its most recently completed financial 
year; and 

 
(ii) the date of filing, in a foreign jurisdiction, annual financial statements 

for its most recently completed financial year; or 
 

(b) in the case of a venture issuer, on or before the earlier of 
 

(i) the 120th day after the end of its most recently completed financial 
year; and 

 
(ii) the date of filing, in a foreign jurisdiction, annual financial statements 

for its most recently completed financial year. 
 
4.3 Interim Financial Report 
 
(1) Subject to sections 4.7 and 4.10, a reporting issuer must file an interim financial 

report for each interim period ended after it became a reporting issuer. 
 
(2) Subject to subsections 4.7(4), 4.8(7), 4.8(8) and 4.10(3), the interim financial report 

required to be filed under subsection (1) must include 
 

(a) a statement of financial position as at the end of the interim period and a 
statement of financial position as at the end of the immediately preceding 
financial year, if any;  

 
(b) a statement of comprehensive income, a statement of changes in equity and a 

statement of cash flows, all for the year-to-date interim period, and 
comparative financial information for the corresponding interim period in the 
immediately preceding financial year, if any; 

 
(c) for interim periods other than the first interim period in a reporting issuer’s 

financial year, a statement of comprehensive income for the three month 
period ending on the last day of the interim period and comparative financial 
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information for the corresponding period in the immediately preceding 
financial year, if any;  

 
(d) in the following circumstances, a statement of financial position as at the 

beginning of the immediately preceding financial year: 
 

(i) the reporting issuer discloses in its interim financial report an 
unreserved statement of compliance with International Accounting 
Standard 34 Interim Financial Reporting, and  

 
(ii) the reporting issuer 

 
(A) applies an accounting policy retrospectively in its interim 

financial report,  
 
(B) makes a retrospective restatement of items in its interim 

financial report, or 
 
(C) reclassifies items in its interim financial report; 

 
(e) in the case of the reporting issuer’s first interim financial report required to be 

filed in the year of adopting IFRS, the opening IFRS statement of financial 
position at the date of transition to IFRS; and 

 
(f) notes to the interim financial report. 

 
(2.1) If a reporting issuer presents the components of profit or loss in a separate income 

statement, the separate income statement must be displayed immediately before the 
statement of comprehensive income filed under subsection (2).  

 
(3) Disclosure of Auditor Review of an Interim Financial Report 
 

(a) If an auditor has not performed a review of an interim financial report 
required to be filed under subsection (1), the interim financial report must be 
accompanied by a notice indicating that the interim financial report has not 
been reviewed by an auditor. 

 
(b) If a reporting issuer engaged an auditor to perform a review of an interim 

financial report required to be filed under subsection (1) and the auditor was 
unable to complete the review, the interim financial report must be 
accompanied by a notice indicating that the auditor was unable to complete a 
review of the interim financial report and the reasons why the auditor was 
unable to complete the review. 

 
(c) If an auditor has performed a review of the interim financial report required to 

be filed under subsection (1) and the auditor has expressed a reservation of 
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opinion in the auditor’s interim review report, the interim financial report 
must be accompanied by a written review report from the auditor. 

 
(4) SEC Issuer – Restatement of an Interim Financial Report 
 

If an SEC issuer that is a reporting issuer 
 

(a) has filed an interim financial report prepared in accordance with Canadian 
GAAP applicable to publicly accountable enterprises for one or more interim 
periods since its most recently completed financial year for which annual 
financial statements have been filed; and 

 
(b) prepares its annual financial statements or an interim financial report for the 

period immediately following the periods referred to in paragraph (a) in 
accordance with U.S. GAAP,  

 
the SEC issuer must 

 
(c) restate the interim financial report for the periods referred to in paragraph (a) 

in accordance with U.S. GAAP; and 
 

(d) file the restated interim financial report referred to in paragraph (c) by the 
filing deadline for the financial statements referred to in paragraph (b). 

 
4.4 Filing Deadline for an Interim Financial Report 
 

An interim financial report required to be filed under subsection 4.3(1) must be filed 
 
(a) in the case of a reporting issuer other than a venture issuer, on or before the 

earlier of 
 

(i) the 45th day after the end of the interim period; and 
 

(ii) the date of filing, in a foreign jurisdiction, an interim financial report 
for a period ending on the last day of the interim period; or 

 
(b) in the case of a venture issuer, on or before the earlier of 

 
(i) the 60th day after the end of the interim period; and 

 
(ii) the date of filing, in a foreign jurisdiction, an interim financial report 

for a period ending on the last day of the interim period. 
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4.5 Approval of Financial Statements 
 
(1) The annual financial statements a reporting issuer is required to file under section 4.1 

must be approved by the board of directors before the statements are filed. 
 
(2) The interim financial report a reporting issuer is required to file under section 4.3 

must be approved by the board of directors before the report is filed. 
 
(3) In fulfilling the requirement in subsection (2), the board of directors may delegate the 

approval of the interim financial report to the audit committee of the board of 
directors. 

 
4.6 Delivery of Financial Statements 
 
(1)  Subject to subsection (2), a reporting issuer must send annually a request form to the 

registered holders and beneficial owners of its securities, other than debt instruments, 
that the registered holders and beneficial owners may use to request any of the 
following: 

 
(a)       a paper copy of the reporting issuer’s annual financial statements and MD&A 

for the annual financial statements; 
  

(b) a copy of the reporting issuer’s interim financial reports and MD&A for the 
interim financial reports. 

 
(2) For the purposes of subsection (1), the reporting issuer must, applying the procedures 

set out in NI 54-101, send the request form to the beneficial owners of its securities 
who are identified under that Instrument as having chosen to receive all 
securityholder materials sent to beneficial owners of securities. 

 
(3) If a registered holder or beneficial owner of securities, other than debt instruments, of 

a reporting issuer requests the issuer’s annual financial statements or interim financial 
reports, the reporting issuer must send a copy of the requested financial statements to 
the person or company that made the request, without charge, by the later of, 

 
(a) in the case of a reporting issuer other than a venture issuer, 10 calendar days 

after the filing deadline in subparagraph 4.2(a)(i) or 4.4(a)(i), section 4.7, or 
subsection 4.10(2), as applicable, for the financial statements requested;  

 
(b) in the case of a venture issuer, 10 calendar days after the filing deadline in 

paragraph 4.2(b)(i) or 4.4(b)(i), section 4.7, or subsection 4.10(2), as 
applicable, for the financial statements requested; and 

 
(c) 10 calendar days after the issuer receives the request. 
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(4) A reporting issuer is not required to send copies of annual financial statements or 
interim financial reports under subsection (3) that were filed more than one year 
before the issuer receives the request. 

 
(5) Subsection (1) and the requirement to send annual financial statements under 

subsection (3) do not apply to a reporting issuer that sends its annual financial 
statements to its securityholders, other than holders of debt instruments, within 140 
days of the issuer’s financial year-end and in accordance with NI 54-101.  

 
(6) If a reporting issuer sends financial statements under this section, the reporting issuer 

must also send, at the same time, the annual or interim MD&A relating to the 
financial statements. 

 
4.7 Filing of Financial Statements After Becoming a Reporting Issuer 
 
(1) Despite any provisions of this Part other than subsections (2), (3) and (4) of this 

section, the first annual financial statements and interim financial reports that a 
reporting issuer must file under sections 4.1 and 4.3 are the financial statements for 
the financial year and interim periods immediately following the periods for which 
financial statements of the issuer were included in a document filed 

 
(a) that resulted in the issuer becoming a reporting issuer; or 

 
(b) in respect of a transaction that resulted in the issuer becoming a reporting 

issuer. 
 
(2) If, under subsection (1), a reporting issuer is required to file annual financial 

statements for a financial year that ended before the issuer became a reporting issuer, 
those annual financial statements must be filed on or before the later of  
 
(a) the 20th day after the issuer became a reporting issuer; and 

 
(b) the filing deadline in section 4.2. 

 
(3) If, under subsection (1), a reporting issuer is required to file an interim financial 

report for an interim period that ended before the issuer became a reporting issuer, 
that interim financial report must be filed on or before the later of  

 
(a) the 10th day after the issuer became a reporting issuer; and 

 
(b) the filing deadline in section 4.4. 

 
(4) A reporting issuer is not required to provide comparative interim financial 

information for periods that ended before the issuer became a reporting issuer if 
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(a) to a reasonable person it is impracticable to present prior-period information 
on a basis consistent with subsection 4.3(2); 

 
(b) the prior-period information that is available is presented; and 

 
(c) the notes to the interim financial report disclose the fact that the prior-period 

information has not been prepared on a basis consistent with the most recent 
interim financial information. 

 
4.8 Change in Year-End 
 
(1) Exemption from Change in Year-End Requirements – An SEC issuer satisfies this 

section if 
 

(a) it complies with the requirements of U.S. laws relating to a change of fiscal 
year; and 

 
(b) it files a copy of all materials required by U.S. laws relating to a change of 

fiscal year at the same time as, or as soon as practicable after, they are filed 
with or furnished to the SEC and, in the case of financial statements, no later 
than the filing deadlines prescribed under sections 4.2 and 4.4. 

 
(2) Notice of Change – If a reporting issuer decides to change its financial year-end by 

more than 14 days, it must file a notice containing the information set out in 
subsection (3) as soon as practicable, and, in any event, not later than the earlier of 

 
(a) the filing deadline, based on the reporting issuer’s old financial year-end, for 

the next financial statements required to be filed, either annual or interim, 
whichever comes first; and 

 
(b) the filing deadline, based on the reporting issuer’s new financial year-end, for 

the next financial statements required to be filed, either annual or interim, 
whichever comes first. 

 
(3) The notice referred to in subsection (2) must state 
 

(a) that the reporting issuer has decided to change its year-end; 
 

(b) the reason for the change; 
 

(c) the reporting issuer’s old financial year-end; 
 

(d) the reporting issuer’s new financial year-end; 
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(e) the length and ending date of the periods, including the comparative periods, 
of each interim financial report and the annual financial statements to be filed 
for the reporting issuer’s transition year and its new financial year; and 

 
(f) the filing deadlines, prescribed under sections 4.2 and 4.4, for the annual 

financial statements and interim financial reports for the reporting issuer’s 
transition year. 

 
(4) Maximum Length of Transition Year – For the purposes of this section,  
 

(a) a transition year must not exceed 15 months; and 
 

(b) the first interim period after an old financial year must not exceed four 
months. 

 
(5) Interim Period Ends Within One Month of Year-End – Despite subsection 4.3(1), 

a reporting issuer is not required to file an interim financial report for any period in its 
transition year that ends not more than one month 

 
(a) after the last day of its old financial year; or 

 
(b) before the first day of its new financial year. 

 
(6) Comparative Financial Information in Annual Financial Statements for New 

Financial Year – If a transition year is less than nine months in length, the reporting 
issuer must include as comparative financial information to its annual financial 
statements for its new financial year 
 
(a) a statement of financial position, a statement of comprehensive income, a 

statement of changes in equity, a statement of cash flows, and notes to the 
financial statements for its transition year;  

 
(b) a statement of financial position, a statement of comprehensive income, a 

statement of changes in equity, a statement of cash flows and notes to the 
financial statements for its old financial year; 

 
(c) in the following circumstances, a statement of financial position as at the 

beginning of the old financial year: 
 

(i) the reporting issuer discloses in its annual financial statements an 
unreserved statement of compliance with IFRS, and  

 
(ii) the reporting issuer 

 
(A) applies an accounting policy retrospectively in its annual 

financial statements,  
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(B) makes a retrospective restatement of items in its annual 

financial statements, or  
 
(C) reclassifies items in its annual financial statements; and 

 
(d) in the case of the reporting issuer’s first IFRS financial statements, the 

opening IFRS statement of financial position at the date of transition to IFRS.  
 
(7) Comparative Financial Information in each Interim Financial Report if Interim 

Periods Not Changed in Transition Year – If interim periods for the reporting 
issuer’s transition year end three, six, nine or twelve months after the end of its old 
financial year, the reporting issuer must include 

 
(a) as comparative financial information in each interim financial report during its 

transition year, the comparative financial information required by subsection 
4.3(2), except if an interim period during the transition year is 12 months in 
length and the reporting issuer’s transition year is longer than 13 months, the 
comparative financial information must be the statement of financial position, 
statement of comprehensive income, statement of changes in equity and 
statement of cash flows for the 12 month period that constitutes its old 
financial year;  

 
(b) as comparative financial information in each interim financial report during its 

new financial year 
 

(i) a statement of financial position as at the end of its transition year; and 
 
(ii) the statement of comprehensive income, statement of changes in 

equity and statement of cash flows for the periods in its transition year 
or old financial year, for the same calendar months as, or as close as 
possible to, the calendar months in the interim period in the new 
financial year; 

 
(c) in the following circumstances, a statement of financial position as at the 

beginning of the earliest comparative period: 
 

(i) the reporting issuer that discloses in its interim financial report an 
unreserved statement of compliance with International Accounting 
Standard 34 Interim Financial Reporting, and  

 
(ii) the reporting issuer 

 
(A) applies an accounting policy retrospectively in its interim 

financial report,  
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(B) makes a retrospective restatement of items in its interim 
financial report, or  

 
(C) reclassifies items in its interim financial report; and  

 
(d) in the case of the reporting issuer’s first interim financial report required to be 

filed in the year of adopting IFRS, the opening IFRS statement of financial 
position at the date of transition to IFRS.  

 
(8) Comparative Financial Information in Interim Financial Reports if Interim 

Periods Changed in Transition Year – If interim periods for a reporting issuer’s 
transition year end twelve, nine, six or three months before the end of the transition 
year, the reporting issuer must include 

 
(a) as comparative financial information in each interim financial report during its 

transition year 
 

(i) a statement of financial position as at the end of its old financial year; 
and 

 
(ii) the statement of comprehensive income, statement of changes in 

equity and statement of cash flows for periods in its old financial year, 
for the same calendar months as, or as close as possible to, the 
calendar months in the interim period in the transition year;  

 
(b) as comparative financial information in each interim financial report during its 

new financial year 
 

(i) a statement of financial position as at the end of its transition year; and 
 
(ii) the statement of comprehensive income, statement of changes in 

equity and statement of cash flows in its transition year or old financial 
year, or both, as appropriate, for the same calendar months as, or as 
close as possible to, the calendar months in the interim period in the 
new financial year; 

 
(c) in the following circumstances, a statement of financial position as at the 

beginning of the earliest comparative period: 
 

(i) the reporting issuer discloses in its interim financial report an 
unreserved statement of compliance with International Accounting 
Standard 34 Interim Financial Reporting, and  

 
(ii) the reporting issuer 
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(A) applies an accounting policy retrospectively in its interim 
financial report,  

 
(B) makes a retrospective restatement of items in its interim 

financial report, or  
 
(C) reclassifies items in its interim financial report; and 

 
(d) in the case of the reporting issuer’s first interim financial report required to be 

filed in the year of adopting IFRS, the opening IFRS statement of financial 
position at the date of transition to IFRS.  

 
4.9 Change in Corporate Structure 
 

If an issuer is party to a transaction that resulted in,  
 

(a) the issuer becoming a reporting issuer other than by filing a prospectus; or 
 

(b) if the issuer was already a reporting issuer, in  
 

(i) the issuer ceasing to be a reporting issuer, 
 

(ii) a change in the reporting issuer’s financial year end, or 
  

(iii) a change in the name of the reporting issuer; 
 

the issuer must, as soon as practicable, and in any event not later than the deadline for 
the first filing required under this Instrument following the transaction, file a notice 
stating 

 
(c) the names of the parties to the transaction; 

 
(d) a description of the transaction; 

 
(e) the effective date of the transaction; 

 
(f) the name of each party, if any, that ceased to be a reporting issuer after the 

transaction and of each continuing entity; 
 

(g) the date of the reporting issuer’s first financial year-end after the transaction if 
paragraph (a) or subparagraph (b)(ii) applies; 

 
(h) the periods, including the comparative periods, if any, of the interim financial 

reports and the annual financial statements required to be filed for the 
reporting issuer’s first financial year after the transaction, if paragraph (a) or 
subparagraph (b)(ii) applies; and 
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(i) what documents were filed under this Instrument that described the 

transaction and where those documents can be found in electronic format, if 
paragraph (a) or subparagraph (b)(ii) applies. 

 
4.10 Reverse Takeovers 
 
(1) Change in Year End – If a reporting issuer must comply with section 4.9 because it 

was a party to a reverse takeover, the reporting issuer must comply with section 4.8 
unless 

 
(a) the reporting issuer had the same year-end as the reverse takeover acquirer 

before the transaction; or 
 

(b) the reporting issuer changes its year-end to be the same as that of the reverse 
takeover acquirer. 

 
(2) Financial Statements of the Reverse Takeover Acquirer for Periods Ending 

Before a Reverse Takeover – If a reporting issuer completes a reverse takeover, it 
must 

 
(a) file the following financial statements for the reverse takeover acquirer, unless 

the financial statements have already been filed: 
 

(i) financial statements for all annual and interim periods ending before 
the date of the reverse takeover and after the date of the financial 
statements included in an information circular or similar document, or 
under Item 5.2 of the Form 51-102F3 Material Change Report, 
prepared in connection with the transaction; or 

 
(ii) if the reporting issuer did not file a document referred to in 

subparagraph (i), or the document does not include the financial 
statements for the reverse takeover acquirer that would be required to 
be included in a prospectus, the financial statements prescribed under 
securities legislation and described in the form of prospectus that the 
reverse takeover acquirer was eligible to use prior to the reverse 
takeover for a distribution of securities in the jurisdiction; 

 
(b) file the annual financial statements required by paragraph (a) on or before the 

later of 
 

(i) the 20th day after the date of the reverse takeover; 
 

(ii) the 90th date after the end of the financial year; and 
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(iii) the 120th day after the end of the financial year if the reporting issuer 
is a venture issuer; and 

 
(c) file each interim financial report required by paragraph (a) on or before the 

later of 
 

(i) the 10th day after the date of the reverse takeover; 
 

(ii) the 45th day after the end of the interim period;  
 

(iii) the 60th day after the end of the interim period if the reporting issuer is 
a venture issuer; and 

 
(iv) the filing deadline in paragraph (b). 

 
(3) Comparative Financial Information in each Interim Financial Report after a 

Reverse Takeover – A reporting issuer is not required to provide comparative 
interim financial information for the reverse takeover acquirer for periods that ended 
before the date of a reverse takeover if 

 
(a) to a reasonable person it is impracticable to present prior-period information 

on a basis consistent with subsection 4.3(2); 
 

(b) the prior-period information that is available is presented; and 
 

(c) the notes to the interim financial report disclose the fact that the prior-period 
information has not been prepared on a basis consistent with the most recent 
interim financial information. 

 
4.11 Change of Auditor 
 
(1) Definitions – In this section 
 

“appointment” means, in relation to a reporting issuer, the earlier of 
 

(a) the appointment as its auditor of a different person or company than its 
predecessor auditor; and 

 
(b) the decision by the board of directors of the reporting issuer to propose to 

holders of qualified securities to appoint as its auditor a different person or 
company than its predecessor auditor; 

 
“consultation” means advice provided by a successor auditor, whether or not in 
writing, to a reporting issuer during the relevant period, which the successor auditor 
concluded was an important factor considered by the reporting issuer in reaching a 
decision concerning 
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(a) the application of accounting principles or policies to a transaction, whether or 

not the transaction is completed; 
 

(b) a report provided by an auditor on the reporting issuer’s financial statements; 
 

(c) scope or procedure of an audit or review engagement; or 
 

(d) financial statement disclosure; 
 

“disagreement” means a difference of opinion between personnel of a reporting issuer 
responsible for finalizing the reporting issuer’s financial statements and the personnel 
of a predecessor auditor responsible for authorizing the issuance of audit reports on 
the reporting issuer’s financial statements or authorizing the communication of the 
results of the auditor’s review of the reporting issuer’s interim financial report, if the 
difference of opinion 

 
(a) resulted in a modified opinion in the predecessor auditor’s audit report on the 

reporting issuer’s financial statements for any period during the relevant 
period; 

 
(b) would have resulted in a modified opinion in the predecessor auditor’s audit 

report on the reporting issuer’s financial statements for any period during the 
relevant period if the difference of opinion had not been resolved to the 
predecessor auditor’s satisfaction, not including a difference of opinion based 
on incomplete or preliminary information that was resolved to the satisfaction 
of the predecessor auditor upon the receipt of further information; 

 
(c) resulted in a qualified or adverse communication or denial of assurance in 

respect of the predecessor auditor’s review of the reporting issuer’s interim 
financial report for any interim period during the relevant period; or 

 
(d) would have resulted in a qualified or adverse communication or denial of 

assurance in respect of the predecessor auditor’s review of the reporting 
issuer’s interim financial report for any interim period during the relevant 
period if the difference of opinion had not been resolved to the predecessor 
auditor’s satisfaction, not including a difference of opinion based on 
incomplete or preliminary information that was resolved to the satisfaction of 
the predecessor auditor upon the receipt of further information; 

 
“predecessor auditor” means the auditor of a reporting issuer that is the subject of the 
most recent termination or resignation; 

 
“qualified securities” means securities of a reporting issuer that carry the right to 
participate in voting on the appointment or removal of the reporting issuer’s auditor; 
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“relevant information circular” means 
 

(a) if a reporting issuer’s constating documents or applicable law require holders 
of qualified securities to take action to remove the reporting issuer’s auditor or 
to appoint a successor auditor 

 
(i) the information circular required to accompany or form part of every 

notice of meeting at which that action is proposed to be taken; or 
 

(ii) the disclosure document accompanying the text of the written 
resolution provided to holders of qualified securities; or 

 
(b) if paragraph (a) does not apply, the information circular required to 

accompany or form part of the first notice of meeting to be sent to holders of 
qualified securities following the preparation of a reporting package 
concerning a termination or resignation; 

 
“relevant period” means the period  

 
(a) commencing at the beginning of the reporting issuer’s two most recently 

completed financial years and ending on the date of termination or 
resignation; or 

 
(b) during which the predecessor auditor was the reporting issuer’s auditor, if the 

predecessor auditor was not the reporting issuer’s auditor throughout the 
period described in paragraph (a); 

 
“reportable event” means a disagreement, a consultation, or an unresolved issue; 

 
“reporting package” means  

 
(a) the documents referred to in subparagraphs (5)(a)(i) and (6)(a)(i); 

 
(b) the letter referred to in clause (5)(a)(ii)(B), if received by the reporting issuer, 

unless an updated letter referred to in clause (6)(a)(iii)(B) has been received 
by the reporting issuer; 

 
(c) the letter referred to in clause (6)(a)(ii)(B), if received by the reporting issuer; 

and 
 

(d) any updated letter referred to in clause (6)(a)(iii)(B) received by the reporting 
issuer; 

 
“resignation” means notification from an auditor to a reporting issuer of the auditor’s 
decision to resign or decline to stand for reappointment; 
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“successor auditor” means the person or company 
 

(a) appointed; 
 

(b) that the board of directors have proposed to holders of qualified securities be 
appointed; or 

 
(c) that the board of directors have decided to propose to holders of qualified 

securities be appointed, 
 

as the reporting issuer’s auditor after the termination or resignation of the reporting 
issuer’s predecessor auditor; 

 
“termination” means, in relation to a reporting issuer, the earlier of 

 
(a) the removal of its auditor before the expiry of the auditor’s term of 

appointment, the expiry of its auditor’s term of appointment without 
reappointment, or the appointment of a different person or company as its 
auditor upon expiry of its auditor’s term of appointment; and 

 
(b) the decision by the board of directors of the reporting issuer to propose to 

holders of its qualified securities that its auditor be removed before, or that a 
different person or company be appointed as its auditor upon, the expiry of its 
auditor’s term of appointment; 

 
“unresolved issue” means any matter that, in the predecessor auditor’s opinion, has, 
or could have, a material impact on the financial statements, or reports provided by 
the auditor relating to the financial statements, for any financial period during the 
relevant period, and about which the predecessor auditor has advised the reporting 
issuer if 

 
(a) the predecessor auditor was unable to reach a conclusion as to the matter’s 

implications before the date of termination or resignation; 
 

(b) the matter was not resolved to the predecessor auditor’s satisfaction before the 
date of termination or resignation; or 

 
(c) the predecessor auditor is no longer willing to be associated with any of the 

financial statements; 
 
(2) Meaning of “Material” – For the purposes of this section, the term “material” has a 

meaning consistent with the discussion of the term “materiality” in the issuer’s 
GAAP. 

 
(3) Exemption from Change of Auditor Requirements – This section does not apply if  
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(a) the following three conditions are met:  
 

(i) a termination, or resignation, and appointment occur in connection 
with an amalgamation, arrangement, takeover or similar transaction 
involving the reporting issuer or a reorganization of the reporting 
issuer; 

 
(ii) the termination, or resignation, and appointment have been disclosed 

in a news release that has been filed or in a disclosure document that 
has been delivered to holders of qualified securities and filed; and 

 
(iii) no reportable event has occurred; 

 
(b) the change of auditor is required by the legislation under which the reporting 

issuer exists or carries on its activities; or 
 

(c) the change of auditor arises from an amalgamation, merger or other 
reorganization of the auditor. 

 
(4) Exemption From Change of Auditor Requirements – SEC Issuers - An SEC issuer 

satisfies this section if it 
 

(a) complies with the requirements of U.S. laws relating to a change of auditor; 
 

(b) files a copy of all materials required by U.S. laws relating to a change of 
auditor at the same time as, or as soon as practicable after, they are filed with 
or furnished to the SEC; 

 
(c) issues and files a news release describing the information disclosed in the 

materials referred to in paragraph (b), if there are any reportable events; and 
 

(d) includes the materials referred to in paragraph (b) with each relevant 
information circular. 

 
(5) Requirements Upon Auditor Termination or Resignation – Upon a termination or 

resignation of its auditor, a reporting issuer must 
 

(a) within 3 days after the date of termination or resignation 
 

(i) prepare a change of auditor notice in accordance with subsection (7) 
and deliver a copy of it to the predecessor auditor; and 

 
(ii) request the predecessor auditor to 

 
(A) review the reporting issuer’s change of auditor notice; 
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(B) prepare a letter, addressed to the regulator or securities 
regulatory authority, stating, for each statement in the change 
of auditor notice, whether the auditor  

 
(I) agrees, 

 
(II) disagrees, and the reasons why, or 

 
(III) has no basis to agree or disagree; and 

 
(C) deliver the letter to the reporting issuer within 7 days after the 

date of termination or resignation; 
 

(b) within 14 days after the date of termination or resignation 
 

(i) have the audit committee of its board of directors or its board of 
directors review the letter referred to in clause (5)(a)(ii)(B) if received 
by the reporting issuer, and approve the change of auditor notice; 

 
(ii) file a copy of the reporting package with the regulator or securities 

regulatory authority; 
 

(iii) deliver a copy of the reporting package to the predecessor auditor; 
 

(iv) if there are any reportable events, issue and file a news release 
describing the information in the reporting package; and 

 
(c) include with each relevant information circular 

 
(i) a copy of the reporting package as an appendix; and 

 
(ii) a summary of the contents of the reporting package with a cross-

reference to the appendix. 
 
(6) Requirements upon Auditor Appointment – Upon an appointment of a successor 

auditor, a reporting issuer must 
 

(a) within 3 days after the date of appointment 
 

(i) prepare a change of auditor notice in accordance with subsection (7) 
and deliver it to the successor auditor and to the predecessor auditor;  

 
(ii) request the successor auditor to 

 
(A) review the reporting issuer’s change of auditor notice; 
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(B) prepare a letter addressed to the regulator or securities 
regulatory authority, stating, for each statement in the change 
of auditor notice, whether the auditor 

 
(I) agrees, 

 
(II) disagrees, and the reasons why, or 
 
(III) has no basis to agree or disagree; and  

 
(C) deliver that letter to the reporting issuer within 7 days after the 

date of appointment; and  
 

(iii) request the predecessor auditor to, within 7 days after the date of 
appointment, 

 
(A) confirm that the letter referred to in clause (5)(a)(ii)(B) does 

not have to be updated; or 
 

(B) prepare and deliver to the reporting issuer an updated letter to 
replace the letter referred to in clause (5)(a)(ii)(B); 

 
(b) within 14 days after the date of appointment, 

 
(i) have the audit committee of its board of directors or its board of 

directors review the letters referred to in clauses (6)(a)(ii)(B) and 
(6)(a)(iii)(B) if received by the reporting issuer, and approve the 
change of auditor notice; 

 
(ii) file a copy of the reporting package with the regulator or securities 

regulatory authority; 
 

(iii) deliver a copy of the reporting package to the successor auditor and to 
the predecessor auditor; and 

 
(iv) if there are any reportable events, issue and file a news release 

disclosing the appointment of the successor auditor and describing the 
information in the reporting package or referring to the news release 
required under subparagraph (5)(b)(iv). 

 
(7) Change of Auditor Notice Content – A change of auditor notice must state 
 

(a) the date of termination or resignation; 
 

(b) whether the predecessor auditor 
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(i) resigned on the predecessor auditor’s own initiative or at the reporting 
issuer’s request; 

 
(ii) was removed or is proposed to holders of qualified securities to be 

removed during the predecessor auditor’s term of appointment; or 
 

(iii) was not reappointed or has not been proposed for reappointment; 
 

(c) whether the termination or resignation of the predecessor auditor and any 
appointment of the successor auditor were considered or approved by the 
audit committee of the reporting issuer’s board of directors or the reporting 
issuer's board of directors; 

 
(d) whether the predecessor auditor’s report on any of the reporting issuer’s 

financial statements relating to the relevant period expressed a modified 
opinion and, if so, a description of each modification; 

 
(e) if there is a reportable event, the following information: 

 
(i) for a disagreement, 

 
(A) a description of the disagreement; 

 
(B) whether the audit committee of the reporting issuer’s board of 

directors or the reporting issuer’s board of directors discussed 
the disagreement with the predecessor auditor; and 

 
(C) whether the reporting issuer authorized the predecessor auditor 

to respond fully to inquiries by any successor auditor 
concerning the disagreement and, if not, a description of and 
reasons for any limitation; 

 
(ii) for a consultation, 

 
(A) a description of the issue that was the subject of the 

consultation; 
 

(B) a summary of the successor auditor’s oral advice, if any, 
provided to the reporting issuer concerning the issue; 

 
(C) a copy of the successor auditor’s written advice, if any, 

received by the reporting issuer concerning the issue; and 
 

(D) whether the reporting issuer consulted with the predecessor 
auditor concerning the issue and, if so, a summary of the 
predecessor auditor's advice concerning the issue; and 
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(iii) for an unresolved issue, 

 
(A) a description of the issue; 

 
(B) whether the audit committee of the reporting issuer’s board of 

directors or the reporting issuer’s board of directors discussed 
the issue with the predecessor auditor; and  

 
(C) whether the reporting issuer authorized the predecessor auditor 

to respond fully to inquiries by any successor auditor 
concerning the issue and, if not, a description of and reasons 
for any limitation; and 

 
(f) if there are no reportable events, a statement to that effect. 

 
(8) Predecessor Auditor’s Obligations to Report Non-Compliance – If a reporting 

issuer does not file the reporting package required to be filed under subparagraph 
(5)(b)(ii) or the news release required to be filed under subparagraph (5)(b)(iv), the 
predecessor auditor must, within 3 days of the required filing date, advise the 
reporting issuer in writing of the failure and deliver a copy of the letter to the 
regulator or, in Quebec, the securities regulatory authority. 

 
(9) Successor Auditor’s Obligations to Report Non-Compliance – If a reporting issuer 

does not file the reporting package required to be filed under subparagraph (6)(b)(ii) 
or the news release required to be filed under subparagraph (6)(b)(iv), the successor 
auditor must, within 3 days of the required filing date, advise the reporting issuer in 
writing of the failure and deliver a copy of the letter to the regulator or, in Quebec, 
the securities regulatory authority. 

 
PART 4A FORWARD-LOOKING INFORMATION  
 
4A.1 Application 
 

This Part applies to forward-looking information that is disclosed by a reporting 
issuer other than forward-looking information contained in oral statements. 

 
4A.2 Reasonable Basis 
 

A reporting issuer must not disclose forward-looking information unless the issuer 
has a reasonable basis for the forward-looking information. 

 
4A.3 Disclosure 
 

A reporting issuer that discloses material forward-looking information must include 
disclosure that 
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(a) identifies forward-looking information as such; 

 
(b) cautions users of forward-looking information that actual results may vary 

from the forward-looking information and identifies material risk factors that 
could cause actual results to differ materially from the forward-looking 
information;  

(c) states the material factors or assumptions used to develop forward-looking 
information; and  

 
(d) describes the reporting issuer’s policy for updating forward-looking 

information if it includes procedures in addition to those described in 
subsection 5.8(2). 

 
PART 4B FOFI AND FINANCIAL OUTLOOKS 
 
4B.1 Application 
 
(1) Subject to subsection (2), this Part applies to FOFI or a financial outlook that is 

disclosed by a reporting issuer. 
 
(2) This Part does not apply to disclosure that is 
 

(a) subject to requirements in National Instrument 51-101 Standards of 
Disclosure for Oil and Gas Activities or National Instrument 43-101 
Standards of Disclosure for Mineral Projects;  

 
(b) made to comply with the conditions of any exemption from the requirements 

referred to in paragraph (a) that a reporting issuer received from a regulator or 
securities regulatory authority unless the regulator or securities regulatory 
authority orders that this Part applies to disclosure made under the exemption; 
or  
 

(c) contained in an oral statement. 
 
4B.2 Assumptions  
 
(1) A reporting issuer must not disclose FOFI or a financial outlook unless the FOFI or 

financial outlook is based on assumptions that are reasonable in the circumstances. 
 
(2) FOFI or a financial outlook that is based on assumptions that are reasonable in the 

circumstances must, without limitation,  
 

(a) be limited to a period for which the information in the FOFI or financial 
outlook can be reasonably estimated; and  
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(b) use the accounting policies the reporting issuer expects to use to prepare its 
historical financial statements for the period covered by the FOFI or the 
financial outlook. 

 
4B.3 Disclosure 
 

In addition to the disclosure required by section 4A.3, if a reporting issuer discloses 
FOFI or a financial outlook, the issuer must include disclosure that 

 
(a) states the date management approved the FOFI or financial outlook, if the 

document containing the FOFI or financial outlook is undated; and 
 

(b) explains the purpose of the FOFI or financial outlook and cautions readers that 
the information may not be appropriate for other purposes. 

 
PART 5 MANAGEMENT’S DISCUSSION & ANALYSIS 
 
5.1 Filing of MD&A 
 
(1) A reporting issuer must file MD&A relating to its annual financial statements and 

each interim financial report required under Part 4. 
 
(1.1) Despite subsection (1), a reporting issuer does not have to file MD&A relating to the 

annual financial statements and interim financial reports required under sections 4.7 
and 4.10 for financial years and interim periods that ended before the issuer became a 
reporting issuer. 

 
(2) Subject to section 5.2, the MD&A required to be filed under subsection (1) must be 

filed on or before the earlier of 
 

(a) the filing deadlines for the annual financial statements and each interim 
financial report set out in sections 4.2 and 4.4, as applicable; and 

 
(b) the date the reporting issuer files the financial statements under subsections 

4.1(1) or 4.3(1), as applicable. 
 
5.2 Filing of MD&A for SEC Issuers 
 
(1) If an SEC issuer that is a reporting issuer is filing its annual or interim MD&A 

prepared in accordance with Item 303 of Regulation S-K under the 1934 Act, the SEC 
issuer must file that document on or before the earlier of 

 
(a) the date the SEC issuer would be required to file that document under section 

5.1; and 
 

(b) the date the SEC issuer files that document with the SEC. 

042



-36- 
 

 

 
5.3 Additional Disclosure for Venture Issuers without Significant Revenue 
 
(1) A venture issuer that has not had significant revenue from operations in either of its 

last two financial years, must disclose in its MD&A, for each period referred to in 
subsection (2), a breakdown of material components of 

 
(a) exploration and evaluation assets or expenditures; 

 
(b) expensed research and development costs; 

 
(c) intangible assets arising from development; 

 
(d) general and administration expenses; and 

 
(e) any material costs, whether expensed or recognized as assets, not referred to 

in paragraphs (a) through (d); 
 

and if the venture issuer’s business primarily involves mining exploration and 
development, the analysis of exploration and evaluation assets or expenditures must 
be presented on a property-by-property basis. 

 
(2) The disclosure in subsection (1) must be provided for the following periods: 
 

(a) in the case of annual MD&A, for the two most recently completed financial 
years; and 

 
(b) in the case of interim MD&A for an issuer that is not providing disclosure in 

accordance with section 2.2.1 of Form 51-102F1, for the most recent year-to-
date interim period and the comparative year-to-date period presented in the 
interim financial report. 

 
(3) Subsection (1) does not apply if the information required under that subsection has 

been disclosed in the financial statements to which the MD&A relates. 
 
5.4 Disclosure of Outstanding Share Data 
 
(1) A reporting issuer must disclose in its annual MD&A and, if the issuer is not 

providing disclosure in accordance with section 2.2.1 of Form 51-102F1, its interim 
MD&A, the designation and number or principal amount of 

 
(a) each class and series of voting or equity securities of the reporting issuer for 

which there are securities outstanding; 
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(b) each class and series of securities of the reporting issuer for which there are 
securities outstanding if the securities are convertible into, or exercisable or 
exchangeable for, voting or equity securities of the reporting issuer; and 

(c) subject to subsection (2), each class and series of voting or equity securities of 
the reporting issuer that are issuable on the conversion, exercise or exchange 
of outstanding securities of the reporting issuer. 

 
(2) If the exact number or principal amount of voting or equity securities of the reporting 

issuer that are issuable on the conversion, exercise or exchange of outstanding 
securities of the reporting issuer is not determinable, the reporting issuer must 
disclose the maximum number or principal amount of each class and series of voting 
or equity securities that are issuable on the conversion, exercise or exchange of 
outstanding securities of the reporting issuer and, if that maximum number or 
principal amount is not determinable, the reporting issuer must describe the exchange 
or conversion features and the manner in which the number or principal amount of 
voting or equity securities will be determined. 

 
(3) The disclosure under subsections (1) and (2) must be prepared as of the latest 

practicable date. 
 
5.5 Approval of MD&A 
 
(1) The annual MD&A that a reporting issuer is required to file under this Part must be 

approved by the board of directors before being filed. 
 
(2) The interim MD&A that a reporting issuer is required to file under this Part must be 

approved by the board of directors before being filed. 
 
(3) In fulfilling the requirement in subsection (2), the board of directors may delegate the 

approval of the interim MD&A required to be filed under this Part to the audit 
committee of the board of directors. 

 
5.6 Delivery of MD&A 
 
(1) If a registered holder or beneficial owner of securities, other than debt instruments, of 

a reporting issuer requests the reporting issuer’s annual or interim MD&A, the 
reporting issuer must send a copy of the requested MD&A to the person or company 
that made the request, without charge, by the delivery deadline set out in subsection 
4.6(3) for the annual financial statements or interim financial report to which the 
MD&A relates. 

 
(2) A reporting issuer is not required to send copies of any MD&A under subsection (1) 

that was filed more than two years before the issuer receives the request. 
 
(3) The requirement to send annual MD&A under subsection (1) does not apply to a 

reporting issuer that sends its annual MD&A to its securityholders, other than holders 
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of debt instruments, within 140 days of the issuer’s financial year-end and in 
accordance with NI 54-101. 

 
(4) If a reporting issuer sends MD&A under this section, the reporting issuer must also 

send, at the same time, the annual financial statements or interim financial report to 
which the MD&A relates. 

 
5.7 Additional Disclosure for Reporting Issuers with Significant Equity Investees  
 
(1) A reporting issuer that has a significant equity investee must disclose in its MD&A 

for each period referred to in subsection (2), 
 

(a) summarized financial information of the equity investee, including the 
aggregated amounts of assets, liabilities, revenue and profit or loss; and 

 
(b) the reporting issuer’s proportionate interest in the equity investee and any 

contingent issuance of securities by the equity investee that might 
significantly affect the reporting issuer’s share of profit or loss. 

 
(2) The disclosure in subsection (1) must be provided for the following periods: 
 

(a) in the case of annual MD&A, for the two most recently completed financial 
years; and 

 
(b) in the case of interim MD&A for an issuer that is not providing disclosure in 

accordance with section 2.2.1 of Form 51-102F1, for the most recent year-to-
date interim period and the comparative year-to-date period presented in the 
interim financial report.  

 
(3) Subsection (1) does not apply if  
 

(a) the information required under that subsection has been disclosed in the 
financial statements to which the MD&A relates; or 

 
(b) the issuer files separate financial statements of the equity investee for the 

periods referred to in subsection (2). 
 
5.8 Disclosure Relating to Previously Disclosed Material Forward-Looking 

Information 
 
(1) Application – This section applies to material forward-looking information that is 

disclosed by a reporting issuer other than  
 

(a) forward-looking information contained in an oral statement; or 
 

(b) disclosure that is 
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(i) subject to the requirements in National Instrument 51-101 Standards 

of Disclosure for Oil and Gas Activities or National Instrument 43-101 
Standards of Disclosure for Mineral Projects; or  

 
(ii) made to comply with the conditions of any exemption from the 

requirements referred to in subparagraph (i) that a reporting issuer 
received from a regulator or securities regulatory authority unless the 
regulator or securities regulatory authority orders that this Part applies 
to disclosure made under the exemption. 

 
(2) Update – A reporting issuer must discuss in its MD&A  
 

(a) events and circumstances that occurred during the period to which the MD&A 
relates that are reasonably likely to cause actual results to differ materially 
from material forward-looking information for a period that is not yet 
complete that the reporting issuer previously disclosed to the public; and  

 
(b) the expected differences referred to in paragraph (a). 

 
(3) Exemption – Subsection (2) does not apply if the reporting issuer  
 

(a) includes the information required by subsection (2) in a news release issued 
and filed by the reporting issuer before the filing of the MD&A referred to in 
subsection (2); and 

 
(b) includes disclosure in the MD&A referred to in subsection (2) that 

 
(i) identifies the news release referred to in paragraph (a);  

 
(ii) states the date of the news release; and  

 
(iii) states that the news release is available at www.sedar.com. 

 
(4) Comparison to Actual – A reporting issuer must disclose and discuss in its MD&A 

material differences between  
 

(a) actual results for the annual or interim period to which the MD&A relates; and  
 

(b) any FOFI or financial outlook for the period referred to in paragraph (a) that 
the reporting issuer previously disclosed.  

 
(5) Withdrawal – If during the period to which its MD&A relates, a reporting issuer 

decides to withdraw previously disclosed material forward-looking information,  
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(a) the reporting issuer must disclose in its MD&A the decision and discuss the 
events and circumstances that led the reporting issuer to that decision, 
including a discussion of the assumptions underlying the forward-looking 
information that are no longer valid; and 

 
(b) subsection (4) does not apply to the reporting issuer with respect to the 

MD&A  
 

(i) if the reporting issuer complies with paragraph (a); and 
 

(ii) the MD&A is filed before the end of the period covered by the 
forward-looking information. 

 
(6) Exemption – Paragraph 5(a) does not apply if the reporting issuer 
 

(a) includes the information required by paragraph (5)(a) in a news release issued 
and filed by the reporting issuer before the filing of the MD&A referred to in 
subsection (5); and 

 
(b) includes disclosure in the MD&A referred to in subsection (5) that  

 
(i) identifies the news release referred to in paragraph (a);  

 
(ii) states the date of the news release; and  

 
(iii) states that the news release is available at www.sedar.com. 

 
PART 6 ANNUAL INFORMATION FORM 
 
6.1 Requirement to File an AIF 
 

A reporting issuer that is not a venture issuer must file an AIF. 
 
6.2 Filing Deadline for an AIF 
 

An AIF required to be filed under section 6.1 must be filed, 
 

(a) subject to paragraph (b), on or before the 90th day after the end of the 
reporting issuer’s most recently completed financial year; or 

 
(b) in the case of a reporting issuer that is an SEC issuer filing its AIF on Form 

10-K or Form 20-F, on or before the earlier of 
 
(i) the 90th day after the end of the reporting issuer’s most recently 

completed financial year; and 
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(ii) the date the reporting issuer files its Form 10-K or Form 20-F with the 

SEC. 
 
6.3 [Repealed] 
 
PART 7 MATERIAL CHANGE REPORTS 
 
7.1 Publication of Material Change 
 
(1) Subject to subsection (2), if a material change occurs in the affairs of a reporting 

issuer, the reporting issuer must 
 

(a) immediately issue and file a news release authorized by an executive officer 
disclosing the nature and substance of the change; and 

 
(b) as soon as practicable, and in any event within 10 days of the date on which 

the change occurs, file a Form 51-102F3 Material Change Report with respect 
to the material change. 

 
(2) Subsection (1) does not apply if, 
 

(a) in the opinion of the reporting issuer, and if that opinion is arrived at in a 
reasonable manner, the disclosure required by subsection (1) would be unduly 
detrimental to the interests of the reporting issuer; or 

 
(b) the material change consists of a decision to implement a change made by 

senior management of the reporting issuer who believe that confirmation of 
the decision by the board of directors is probable, and senior management of 
the reporting issuer has no reason to believe that persons with knowledge of 
the material change have made use of that knowledge in purchasing or selling 
securities of the reporting issuer, 

 
and the reporting issuer immediately files the report required under paragraph (1)(b) 
marked so as to indicate that it is confidential, together with written reasons for non-
disclosure. 

 
(3) [Repealed] 
 
(4) [Repealed] 
 
(5) If a report has been filed under subsection (2), the reporting issuer must advise the 

regulator or securities regulatory authority in writing if it believes the report should 
continue to remain confidential, within 10 days of the date of filing of the initial 
report and every 10 days thereafter until the material change is generally disclosed in 
the manner referred to in paragraph (1)(a), or, if the material change consists of a 
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decision of the type referred to in paragraph (2)(b), until that decision has been 
rejected by the board of directors of the reporting issuer. 

 
(6) Despite subsection (5), in Ontario, the reporting issuer must advise the securities 

regulatory authority. 
 
(7) If a report has been filed under subsection (2), the reporting issuer must promptly 

generally disclose the material change in the manner referred to in subsection (1) 
upon the reporting issuer becoming aware, or having reasonable grounds to believe, 
that persons or companies are purchasing or selling securities of the reporting issuer 
with knowledge of the material change that has not been generally disclosed. 

 
PART 8 BUSINESS ACQUISITION REPORT 
 
8.1 Interpretation and Application  
 
(1) In this Part, 
 

“acquisition” includes an acquisition of an interest in a business that is consolidated 
for accounting purposes or accounted for by another method, such as the equity 
method; 

 
“acquisition of related businesses” means the acquisition of two or more businesses if 

 
(a) the businesses were under common control or management before the 

acquisitions were completed; 
 

(b) each acquisition was conditional upon the completion of each other 
acquisition; or 

 
(c) the acquisitions were contingent upon a single common event;  

 
“business” includes an interest in an oil and gas property to which reserves, as 
defined in National Instrument 51-101 Standards of Disclosure for Oil and Gas 
Activities, have been specifically attributed; and 
 
“specified profit or loss” means profit or loss from continuing operations attributable 
to owners of the parent, adjusted to exclude income taxes. 

 
(2) This Part does not apply to a transaction that is a reverse takeover.  
 
8.2 Obligation to File a Business Acquisition Report and Filing Deadline 
 
(1) If a reporting issuer completes a significant acquisition, as determined under section 

8.3, it must file a business acquisition report within 75 days after the acquisition date. 
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(2) Despite subsection (1), if the most recently completed financial year of the acquired 
business ended 45 days or less before the acquisition date, a reporting issuer must file 
a business acquisition report  

 
(a) within 90 days after the acquisition date, in the case of an issuer other than a 

venture issuer, or 
 
(b) within 120 days after the acquisition date, in the case of a venture issuer. 

 
8.3 Determination of Significance 
 
(1) Significant Acquisitions – Subject to subsection (3) and subsections 8.10(1) and 

8.10(2), an acquisition of a business or related businesses is a significant acquisition, 
 

(a) for a reporting issuer that is not a venture issuer, if the acquisition satisfies any 
of the three significance tests set out in subsection (2); and 

 
(b) for a venture issuer, if the acquisition satisfies either of the significance tests 

set out in paragraphs (2)(a) or (b) if “20 percent” is read as “100 percent”. 
 
(2) Required Significance Tests – For the purposes of subsection (1) and subject to 

subsections (4.1) and (4.2), the significance tests are: 
 

(a) The Asset Test. The reporting issuer’s proportionate share of the consolidated 
assets of the business or related businesses exceeds 20 percent of the 
consolidated assets of the reporting issuer calculated using the audited annual 
financial statements of each of the reporting issuer and the business or the 
related businesses for the most recently completed financial year of each that 
ended before the acquisition date. 

 
(b) The Investment Test. The reporting issuer’s consolidated investments in and 

advances to the business or related businesses as at the acquisition date 
exceeds 20 percent of the consolidated assets of the reporting issuer as at the 
last day of the most recently completed financial year of the reporting issuer 
ended before the acquisition date, excluding any investments in or advances to 
the business or related businesses as at that date. 

 
(c) The Profit or Loss Test. The reporting issuer’s proportionate share of the 

consolidated specified profit or loss of the business or related businesses 
exceeds 20 percent of the consolidated specified profit or loss of the reporting 
issuer calculated using the audited annual financial statements of each of the 
reporting issuer and the business or related businesses for the most recently 
completed financial year of each ended before the acquisition date. 
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(3) Optional Significance Tests – Despite subsection (1) and subject to subsections 
8.10(1) and 8.10(2), if an acquisition of a business or related businesses is significant 
based on the significance tests in subsection (2), 

 
(a) a reporting issuer that is not a venture issuer may re-calculate the significance 

using the optional significance tests in subsection (4); and 
 

(b) a venture issuer may re-calculate the significance using the optional 
significance tests in paragraphs (4)(a) or (b) if “20 percent” is read as “100 
percent”. 

 
(4) For the purposes of subsection (3) and subject to subsections (4.1) and (4.2), the 

optional significance tests are: 
 

(a) The Asset Test. The reporting issuer’s proportionate share of the consolidated 
assets of the business or related businesses exceeds 20 percent of the 
consolidated assets of the reporting issuer, calculated using the financial 
statements of each of the reporting issuer and the business or the related 
businesses for the most recently completed interim period or financial year of 
each, without giving effect to the acquisition. 

 
(b) The Investment Test. The reporting issuer’s consolidated investments in and 

advances to the business or related businesses as at the acquisition date 
exceeds 20 percent of the consolidated assets of the reporting issuer as at the 
last day of the most recently completed interim period or financial year of the 
reporting issuer, excluding any investments in or advances to the business or 
related businesses as at that date. 

 
(c) The Profit or Loss Test. The specified profit or loss calculated under the 

following subparagraph (i) exceeds 20 percent of the specified profit or loss 
calculated under the following subparagraph (ii): 

 
(i) the reporting issuer’s proportionate share of the consolidated specified 

profit or loss of the business or related businesses for the later of 
 

(A) the most recently completed financial year of the business or 
related businesses; or 

 
(B) the 12 months ended on the last day of the most recently 

completed interim period of the business or related businesses; 
 

(ii) the reporting issuer’s consolidated specified profit or loss for the later 
of 

 
(A) the most recently completed financial year, without giving 

effect to the acquisition; or 
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(B) the 12 months ended on the last day of the most recently 

completed interim period of the reporting issuer, without 
giving effect to the acquisition. 

 
(4.1) For the purposes of subsections (2) and (4), the reporting issuer must not remeasure 

its previously held equity interest in the business or related businesses. 
 
(4.2) For the purposes of paragraphs (2)(b) and (4)(b), the reporting issuer’s investments in 

and advances to the business or related businesses must include  
 

(a) the consideration transferred for the acquisition, measured in accordance with 
the issuer’s GAAP,  

 
(b) payments made in connection with the acquisition which do not constitute 

consideration transferred but which would not have been paid unless the 
acquisition had occurred, and  

 
(c) contingent consideration for the acquisition measured in accordance with the 

issuer’s GAAP. 
 
(5) If an acquisition does not meet any of the significance tests under subsection (4), the 

acquisition is not a significant acquisition. 
 
(6) Despite subsection (3), the significance of an acquisition of a business or related 

businesses may be re-calculated using financial statements for periods that ended 
after the acquisition date only if, after the acquisition date, the business or related 
businesses remained substantially intact and were not significantly reorganized, and 
no significant assets or liabilities were transferred to other entities. 

 
(7) Application of the Profit or Loss Test if a Loss Occurred – For the purposes of 

paragraphs (2)(c) and (4)(c), if any of the reporting issuer, the business or the related 
businesses has incurred a loss, the significance test must be applied using the absolute 
value of the loss from continuing operations attributable to owners of the parent, 
adjusted to exclude income taxes. 

 
(8) Application of the Profit or Loss Test if Lower Than Average Profit or Loss for 

the Most Recent Year – For the purposes of paragraph (2)(c) and clause 
(4)(c)(ii)(A), if the reporting issuer’s consolidated specified profit or loss for the most 
recently completed financial year was lower by 20 percent or more than its average 
consolidated specified profit or loss for the three most recently completed financial 
years, the issuer may, subject to subsection (10), substitute the average consolidated 
specified profit or loss for the three most recently completed financial years in 
determining whether the significance test set out in paragraph (2)(c) or (4)(c) is 
satisfied. 
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(9) Application of the Optional Profit or Loss Test if Lower Than Average Profit or 
Loss for the Most Recent Year – For the purpose of clause (4)(c)(ii)(B) if the 
reporting issuer’s consolidated specified profit or loss for the most recently completed 
12-month period was lower by 20 percent or more than its average consolidated 
specified profit or loss for the three most recently completed 12-month periods, the 
issuer may, subject to subsection (10), substitute the average consolidated specified 
profit or loss for the three most recently completed 12-month periods in determining 
whether the significance test set out in paragraph (4)(c) is satisfied. 

 
(10) Lower than Average Profit or Loss of the Issuer if a Loss Occurred – If the 

reporting issuer’s consolidated specified profit or loss for either of the two earlier 
financial periods referred to in subsections (8) and (9) is a loss, the reporting issuer’s 
specified profit or loss for that period is considered to be zero for the purposes of 
calculating the average consolidated specified profit or loss for the three financial 
periods. 

 
(11) Application of Significance Tests – Multiple Investments in the Same Business – 

If a reporting issuer has made multiple investments in the same business, then for the 
purposes of applying subsections (2) and (4), 

 
(a) if the initial investment and one or more incremental investments were made 

during the same financial year, the investments must be aggregated and tested 
on a combined basis; 

 
(b) if one or more incremental investments were made in a financial year 

subsequent to the financial year in which an initial or incremental investment 
was made and the initial or previous incremental investments are reflected in 
audited annual financial statements of the reporting issuer previously filed, the 
reporting issuer must apply the significance tests set out in subsections (2) and 
(4) on a combined basis to the incremental investments not reflected in 
audited financial statements of the reporting issuer previously filed; and 

 
(c) if one or more incremental investments were made in a financial year 

subsequent to the financial year in which the initial investment was made and 
the initial investment is not reflected in audited annual financial statements of 
the reporting issuer previously filed, the reporting issuer must apply the 
significance tests set out in subsections (2) and (4) to the initial and 
incremental investments on a combined basis. 

 
(11.1) Application of the Optional Profit or Loss Test based on Pro Forma Financial 

Information – For the purposes of calculating the optional profit or loss test under 
clause (4)(c)(ii)(A), a reporting issuer may use pro forma consolidated specified profit 
or loss for its most recently completed financial year that was included in a previously 
filed document if 
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(a) the reporting issuer has made a significant acquisition of a business after its 
most recently completed financial year; and 

 
(b) the previously filed document included 

 
(i) audited annual financial statements of that acquired business for the 

periods required by this Part; and 
 

(ii) the pro forma financial information required by subsection 8.4(5) or 
(6). 

 
(12) Application of Significance Tests – Related Businesses – In determining whether 

an acquisition of related businesses is a significant acquisition, related businesses 
acquired after the ending date of the most recently filed audited annual financial 
statements of the reporting issuer must be considered on a combined basis. 

 
(13) Application of Significance Tests – Accounting Principles and Currency – For the 

purposes of calculating the significance tests in subsections (2) and (4), the amounts 
used for the business or related businesses must 

 
(a) subject to subsection (13.1), be based on the issuer’s GAAP, and 
 
(b) be translated into the same presentation currency as that used in the reporting 

issuer’s financial statements. 
 
(13.1) Application of Significance Tests – Exemption - Canadian GAAP Applicable to 

Private Enterprises – Paragraph 8.3(13)(a) does not apply to a venture issuer if  
 

(a) the financial statements for the business or related businesses referred to in 
subsections 8.3(2) and (4)  

 
(i) are prepared in accordance with Canadian GAAP applicable to private 

enterprises, and  
 
(ii) are prepared in a manner that consolidates any subsidiaries and 

accounts for significantly influenced investees and joint ventures using 
the equity method; and 

 
(b) none of the accounting principles described in paragraphs 3.11(1)(a) through 

(e) of National Instrument 52-107 Acceptable Accounting Principles and 
Auditing Standards were used to prepare financial statements for the business 
or related businesses referred to in subsections 8.3(2) and (4). 

 
(14) Application of Significance Tests – Use of Unaudited Financial Statements – 

Despite subsections (2) and (4), the significance of an acquisition of a business or 
related businesses may be calculated using unaudited financial statements of the 
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business or related businesses that comply with section 3.11 of National Instrument 
52-107 Acceptable Accounting Principles and Auditing Standards if the financial 
statements of the business or related businesses for the most recently completed 
financial year have not been audited.  

 
(15) Application of Significance Tests – Use of Previous Audited Financial Statements 

– Despite subsections (2) and (4), the significance of an acquisition of a business or 
related businesses may be calculated using the audited financial statements for the 
financial year immediately preceding the reporting issuer’s most recently completed 
financial year if the reporting issuer has not been required to file, and has not filed, 
audited financial statements for its most recently completed financial year. 

 
8.4 Financial Statement Disclosure for Significant Acquisitions 
 
(1) Comparative Annual Financial Statements – If a reporting issuer is required to file 

a business acquisition report under section 8.2, subject to sections 8.6 through 8.11, 
the business acquisition report must include the following for each business or related 
businesses: 
(a) a statement of comprehensive income, a statement of changes in equity and a 

statement of cash flows for the following periods: 
 

(i) if the business has completed one financial year, 
 

(A) the most recently completed financial year ended on or before 
the acquisition date; and 

 
(B) the financial year immediately preceding the most recently 

completed financial year, if any; or 
 

(ii) if the business has not completed one financial year, the financial 
period commencing on the date of formation and ending on a date not 
more than 45 days before the acquisition date; 

 
(b) a statement of financial position as at the end of each of the periods specified 

in paragraph (a); and 
 

(c) notes to the financial statements. 
 
(2) Audit – The most recently completed financial period referred to in subsection (1) 

must be audited. 
 
(3) Interim Financial Report – Subject to subsection (4) and sections 8.6 through 8.11, 

if a reporting issuer is required to include financial statements in a business 
acquisition report under subsection (1), the business acquisition report must include 
financial statements for 
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(a) the most recently completed interim period or other period that started the day 
after the date of the statement of financial position specified in paragraph 
(1)(b) and ended, 

 
(i) in the case of an interim period, before the acquisition date; or 

 
(ii) in the case of a period other than an interim period, after the interim 

period referred to in subparagraph (i) and on or before the acquisition 
date; and 

 
(b) a comparable period in the preceding financial year of the business. 

 
(3.1) Contents of Interim Financial Report - Canadian GAAP Applicable to Private 

Enterprises – If a reporting issuer is required under subsection (3) to include an 
interim financial report in a business acquisition report and the financial statements 
for the business or related businesses acquired are prepared in accordance with 
Canadian GAAP applicable to private enterprises, as permitted under National 
Instrument 52-107 Acceptable Accounting Principles and Auditing Standards, the 
interim financial report must include  

 
(a) a balance sheet as at the end of the interim period and a balance sheet as at the 

end of the immediately preceding financial year, if any; 
 
(b) an income statement, a statement of retained earnings and a cash flow 

statement, all for the year-to-date interim period, and comparative financial 
information for the corresponding interim period in the immediately preceding 
financial year, if any; and 

 
(c) notes to the financial statements. 

 
(4) Earlier Financial Statements Permitted – Despite subsection (3), the business 

acquisition report may include financial statements for a period ending not more than 
one interim period before the period referred to in subparagraph (3)(a)(i) if  

 
(a) the business does not, or related businesses do not, constitute a material 

departure from the business or operations of the reporting issuer immediately 
before the acquisition; and 

 
(c) either 

 
(i) the acquisition date is, and the reporting issuer files the business 

acquisition report, within the following time after the business’s or 
related businesses’ most recently completed interim period: 

 
(A) 45 days, if the reporting issuer is not a venture issuer; or 
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(B) 60 days, if the reporting issuer is a venture issuer; or 
 

(ii) the reporting issuer filed a document before the acquisition date that 
included financial statements for the business or related businesses that 
would have been required if the document were a prospectus, and 
those financial statements are for a period ending not more than one 
interim period before the interim period referred to in subparagraph 
(3)(a)(i). 

 
(5) Pro Forma Financial Statements Required in a Business Acquisition Report – If 

a reporting issuer other than a venture issuer is required to include financial 
statements in a business acquisition report under subsection (1) or (3), the business 
acquisition report must include 

 
(a) a pro forma statement of financial position of the reporting issuer,  

 
(i) as at the date of the reporting issuer’s most recent statement of 

financial position filed, that gives effect, as if they had taken place as 
at the date of the pro forma statement of financial position, to 
significant acquisitions that have been completed, but are not reflected 
in the reporting issuer’s most recent statement of financial position for 
an annual or interim period; or 

 
(ii) if the reporting issuer has not filed a statement of financial position for 

any annual or interim period, as at the date of the acquired business’s 
most recent statement of financial position, that gives effect, as if they 
had taken place as at the date of the pro forma statement of financial 
position, to significant acquisitions that have been completed; 

 
(b) a pro forma income statement of the reporting issuer that gives effect to 

significant acquisitions completed since the beginning of the financial year 
referred to in clause (i)(A) or (ii)(A), as applicable, as if they had taken place 
at the beginning of that financial year, for each of the following financial 
periods: 

 
(i) the reporting issuer’s  

 
(A) most recently completed financial year for which it has filed 

financial statements; and 
 

(B) interim period for which it has filed an interim financial report 
that started after the period in clause (A) and ended 
immediately before the acquisition date or, in the reporting 
issuer’s discretion, after the acquisition date; or  
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(ii) if the reporting issuer has not filed a statement of comprehensive 
income for any annual or interim period, for the business’s or related 
businesses’  

 
(A) most recently completed financial year that ended before the 

acquisition date; and 
 

(B) period for which financial statements are included in the 
business acquisition report under paragraph (3)(a); and 

 
(c) pro forma earnings per share based on the pro forma financial statements 

referred to in paragraph (b). 
 
(6) Pro Forma Financial Statements based on Earlier Financial Statements 

Permitted – Despite paragraph (5)(a) and clauses (5)(b)(i)(B) and (5)(b)(ii)(B), if the 
reporting issuer relies on subsection (4), the business acquisition report may include 

 
(a) a pro forma statement of financial position as at the date of the statement of 

financial position filed immediately before the reporting issuer’s most recent 
statement of financial position filed; and 

 
(b) a pro forma income statement for the period ending not more than one interim 

period before the interim period referred to in clause (5)(b)(i)(B) or 
(5)(b)(ii)(B), as applicable. 

 
(7) Preparation of Pro Forma Financial Statements – If a reporting issuer is required 

to include pro forma financial statements in a business acquisition report under 
subsection (5), 

 
(a) the reporting issuer must identify in the pro forma financial statements each 

significant acquisition, if the pro forma financial statements give effect to 
more than one significant acquisition; 

 
(b) the reporting issuer must include in the pro forma financial statements  

 
(i) adjustments attributable to each significant acquisition for which there 

are firm commitments and for which the complete financial effects are 
objectively determinable,  

 
(ii) adjustments to conform amounts for the business or related businesses 

to the issuer’s accounting policies, and 
 
(iii) a description of the underlying assumptions on which the pro forma 

financial statements are prepared, cross-referenced to each related pro 
forma adjustment; 
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(c) if the financial year-end of the business differs from the reporting issuer’s 
year-end by more than 93 days, for the purpose of preparing the pro forma 
income statement for the reporting issuer’s most recently completed financial 
year, the reporting issuer must construct an income statement of the business 
for a period of 12 consecutive months ending no more than 93 days before or 
after the reporting issuer’s year-end, by adding the results for a subsequent 
interim period to a completed financial year of the business and deducting the 
comparable interim results for the immediately preceding year; 

 
(d) if a constructed income statement is required under paragraph (c), the pro 

forma financial statements must disclose the period covered by the 
constructed income statement on the face of the pro forma financial 
statements and must include a note stating that the financial statements of the 
business used to prepare the pro forma financial statements were prepared for 
the purpose of the pro forma financial statements and do not conform with the 
financial statements for the business included elsewhere in the business 
acquisition report; 

 
(e) if a reporting issuer is required to prepare a pro forma income statement for an 

interim period required by paragraph (5)(b), and the pro forma income 
statement for the most recently completed financial year includes results of 
the business which are also included in the pro forma income statement for the 
interim period, the reporting issuer must disclose in a note to the pro forma 
financial statements the revenue, expenses and profit or loss from continuing 
operations included in each pro forma income statement for the overlapping 
period; and 

 
(f) a constructed period referred to in paragraph (c) does not have to be audited. 

 
(8) Financial Statements of Related Businesses – If a reporting issuer is required under 

subsection (1) to include financial statements for more than one business because the 
significant acquisition involves an acquisition of related businesses, the financial 
statements required under subsection (1) must be presented separately for each 
business, except for the periods during which the businesses have been under 
common control or management, in which case the reporting issuer may present the 
financial statements of the businesses on a combined basis. 

 
8.5 [Repealed] 
 
8.6 Exemption for Significant Acquisitions Accounted for Using the Equity Method 
 

A reporting issuer is exempt from the requirements in section 8.4 if 
 

(a) the acquisition is, or will be, of an equity investee; 
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(b) the business acquisition report includes disclosure for the periods for which 
financial statements are otherwise required under subsection 8.4(1) that 

 
(i) summarizes financial information of the equity investee, including the 

aggregated amounts of assets, liabilities, revenue and profit or loss; 
and 

 
(ii) describes the reporting issuer’s proportionate interest in the equity 

investee and any contingent issuance of securities by the equity 
investee that might significantly affect the reporting issuer’s share of 
profit or loss; 

 
(c) the financial information provided under paragraph (b) for the most recently 

completed financial year 
 

(i) has been derived from audited financial statements of the equity 
investee; or 

 
(ii) has been audited; and 

 
(d) the business acquisition report 

 
(i) identifies the financial statements referred to in subparagraph (c)(i) 

from which the disclosure provided under paragraph (b) has been 
derived; or 

 
(ii) discloses that the financial information provided under paragraph (b), 

if not derived from audited financial statements, has been audited; and 
 

(iii) discloses that the auditor expressed an unmodified opinion with 
respect to the financial statements referred to in subparagraph (i) or the 
financial information referred to in subparagraph (ii). 

 
8.7 [Repealed] 
 
8.8 Exemption for Significant Acquisitions if Financial Year End Changed 
 

If under section 8.4 a reporting issuer is required to provide financial statements for a 
business acquired and the business changed its financial year end during either of the 
financial years required to be included, the reporting issuer may include financial 
statements for the transition year in satisfaction of the financial statements for one of 
the years, provided that the transition year is at least nine months. 

 
8.9 Exemption from Comparatives if Financial Statements Not Previously Prepared 
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A reporting issuer is not required to provide comparative information for an interim 
financial report required under subsection 8.4(3) for a business acquired if 

 
(a) to a reasonable person it is impracticable to present prior-period information 

on a basis consistent with the most recently completed interim period of the 
acquired business; 

 
(b) the prior-period information that is available is presented; and 

 
(c) the notes to the interim financial report disclose the fact that the prior-period 

information has not been prepared on a basis consistent with the most recent 
interim financial information. 

 
8.10 Acquisition of an Interest in an Oil and Gas Property 
 
(1) Asset Test – Despite subsections 8.3(2) and 8.3(4), the asset tests in paragraphs 

8.3(2)(a) and 8.3(4)(a) do not apply to an acquisition 
 

(a) of a business that is an interest in an oil and gas property or related businesses 
that are interests in oil and gas properties; and 

 
(b) that is not of securities of another issuer, unless the vendor transferred the 

business referenced in paragraph (1)(a) to the other issuer and that other issuer 
 

(i) was created for the sole purpose of facilitating the acquisition; and 
 

(ii) other than assets or operations relating to the transferred business, has no 
 

(A) substantial assets; or  
 

(B) operating history. 
 
(2) Profit or Loss Test – Despite subsections 8.3(2), 8.3(4), 8.3(8), 8.3(9), 8.3(10) and 

8.3(11.1), a reporting issuer must substitute “operating income” for “specified profit 
or loss” for the purposes of the profit or loss test in paragraphs 8.3(2)(c) and 8.3(4)(c) 
if the acquisition is one described in subsection (1). 

 
(3) Exemption from Financial Statement Disclosure – A reporting issuer is exempt 

from the requirements in section 8.4 if 
 

(a) the significant acquisition is an acquisition described in subsection (1); 
 

(b) the reporting issuer is unable to provide the financial statements in respect of 
the significant acquisition otherwise required under this Part because those 
financial statements do not exist or because the reporting issuer does not have 
access to those financial statements; 
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(c) the acquisition does not constitute a reverse takeover; 

 
(d) [Repealed];  
 
(e) subject to subsection (4), in respect of the business or related businesses, for 

each of the financial periods for which financial statements would, but for this 
section, be required under section 8.4, the business acquisition report includes 

 
(i) an operating statement for the business or related businesses prepared 

in accordance with subsection 3.11(5) of National Instrument 52-107 
Acceptable Accounting Principles and Auditing Standards; 

 
(ii) a pro forma operating statement of the reporting issuer that gives effect 

to significant acquisitions completed since the beginning of the 
reporting issuer’s most recently completed financial year for which 
financial statements are required to have been filed, as if they had 
taken place at the beginning of that financial year, for each of the 
financial periods referred to in paragraph 8.4(5)(b); 

 
(iii) a description of the property or properties and the interest acquired by 

the reporting issuer; and 
 

(iv) disclosure of the annual oil and gas production volumes from the 
business or related businesses; 

 
(f) the operating statement for the most recently completed financial period 

referred to in subsection 8.4(1) is audited; and 
 

(g) the business acquisition report discloses 
 

(i) the estimated reserves and related future net revenue attributable to the 
business or related businesses, the material assumptions used in 
preparing the estimates and the identity and relationship to the 
reporting issuer or to the vendor of the person who prepared the 
estimates; and 

 
(ii) the estimated oil and gas production volumes from the business or 

related businesses for the first year reflected in the estimates disclosed 
under subparagraph (i). 

 
(4) Exemption from Alternative Disclosure – A reporting issuer is exempt from the 

requirements of subparagraphs (3)(e)(i), (ii) and (iv), if 
 

(a) production, gross sales, royalties, production costs and operating income were 
nil for the business or related businesses for each financial period; and 
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(b) the business acquisition report discloses this fact. 

 
8.11 Exemption for Multiple Investments in the Same Business 
 

Despite section 8.4, a reporting issuer is exempt from the requirements to file 
financial statements for an acquired business, other than the pro forma financial 
statements required by subsection 8.4(5), in a business acquisition report if the 
reporting issuer has made multiple investments in the same business and the acquired 
business has been consolidated in the reporting issuer's most recent annual financial 
statements that have been filed. 

 
PART 9 PROXY SOLICITATION AND INFORMATION CIRCULARS 
 
9.1 Sending of Proxies and Information Circulars 
 
(1) If management of a reporting issuer gives notice of a meeting to its registered holders 

of voting securities, management must, at the same time as or before giving that 
notice, send to each registered holder of voting securities who is entitled to notice of 
the meeting a form of proxy for use at the meeting. 

 
(2) Subject to section 9.2, a person or company that solicits proxies from registered 

holders of voting securities of a reporting issuer must, 
 

(a) in the case of a solicitation by or on behalf of management of a reporting 
issuer, send an information circular with the notice of meeting to each 
registered securityholder whose proxy is solicited; or 

 
(b) in the case of any other solicitation, concurrently with or before the 

solicitation, send an information circular to each registered securityholder 
whose proxy is solicited. 

 
(3) [Repealed] 
 
9.1.1  Notice-and-Access 
 
(1) A person or company soliciting proxies may use notice-and-access to send proxy-

related materials to a registered holder of voting securities of a reporting issuer if all 
of the following apply: 

 
(a) the registered holder of voting securities is sent a notice that contains the 

following information and no other information: 
 

(i) the date, time and location of the reporting issuer’s meeting for which 
the proxy-related materials are being sent; 
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(ii) a description of each matter or group of related matters identified in the 
form of proxy to be voted on, unless that information is already 
included in a form of proxy that is being sent to the registered holder of 
voting securities under paragraph (b); 

 
(iii) the website addresses for SEDAR and the non-SEDAR website where 

the proxy-related materials are posted; 
 

(iv) a reminder to review the information circular before voting;  
 

(v) an explanation of how to obtain a paper copy of the information 
circular and, if applicable, the documents in paragraph (2)(b) from the 
person or company; 

 
(vi) a plain-language explanation of notice-and-access that includes the 

following information: 
 

(A) if the person or company is using stratification, a list of the types 
of registered holders or beneficial owners who will receive paper 
copies of the information circular and, if applicable, the 
documents in paragraph (2)(b); 

 
(B) the estimated date and time by which a request for a paper copy 

of the information circular and, if applicable, the documents in 
paragraph (2)(b), is to be received in order for the requester to 
receive the paper copy in advance of any deadline for the 
submission of the proxy and the date of the meeting; 

 
(C) an explanation of how the registered holder is to return the 

proxy, including any deadline for return of the proxy;  
 
(D) the sections of the information circular where disclosure 

regarding each matter or group of related matters identified in the 
notice can be found; 

 
(E) a toll-free telephone number the registered holder can call to get 

information about notice-and-access; 
 

(b) the registered holder of voting securities is sent, by prepaid mail, courier or   
the equivalent, the notice required by paragraph (a) and a form of proxy for 
use at the meeting and, in the case of a solicitation by or on behalf of 
management of the reporting issuer, the notice and form of proxy are sent at 
least 30 days before the date of the meeting; 
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(c) in the case of a solicitation by or on behalf of management of the reporting 
issuer, the reporting issuer files on SEDAR the notification of meeting and 
record dates in the manner and within the time specified by NI 54-101; 

 
(d) public electronic access to the information circular, form of proxy and the 

notice in paragraph (a) is provided on or before the date that the person or 
company soliciting proxies sends the notice in paragraph (a) to registered 
holders in the following manner: 

 
(i) the documents are filed on SEDAR as required by section 9.3; 
 
(ii) the documents are posted until the date that is one year from the date 

that the documents are posted, on a website other than the website for 
SEDAR; 

 
(e) a toll-free telephone number is provided for use by the registered holder of 

voting securities to request a paper copy of the information circular and, if 
applicable, the documents in paragraph (2)(b), at any time from the date that 
the person or company soliciting proxies sends the notice in paragraph (a) to 
the registered holder up to and including the date of the meeting, including any 
adjournment; 

 
(f) if a request for a paper copy of the information circular and, if applicable, the 

documents in paragraph (2)(b), is received at the toll-free telephone number 
provided under paragraph (e) or by any other means, a paper copy of any such 
document requested is sent free of charge by the person or company soliciting 
proxies to the requester at the address specified in the request in the following 
manner: 

 
(i) in the case of a request received prior to the date of the meeting, within 

3 business days after receiving the request, by first class mail, courier 
or the equivalent; 

 
(ii) in the case of a request received on or after the date of the meeting, and 

within one year of the information circular being filed, within 10 
calendar days after receiving the request, by prepaid mail, courier or the 
equivalent. 

 
(2) Unless an information circular is included with the proxy-related materials, a 

reporting issuer that sends proxy-related materials to a registered holder of voting 
securities using notice-and-access must not include with the proxy-related materials 
any information or document that relates to the particulars of any matter to be 
submitted to the meeting, except for the following: 

 
(a) the information required to be included in the notice under paragraph (1)(a); 
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(b) financial statements of the reporting issuer to be approved at the meeting and 
MD&A related to those financial statements, which may be part of an annual 
report. 

 
(3) A notice under paragraph (1)(a) and the form of proxy may be combined in a single 

document. 
 
9.1.2 Posting materials on non-SEDAR website 
 
(1) A person or company that posts proxy-related materials in the manner referred to in 

subparagraph 9.1.1(1)(d)(ii) must also post on the website the following documents: 
 

(a) any disclosure material regarding the meeting that the person or company has 
sent to registered holders or beneficial owners of voting securities; 
 

(b) any written communications the person or company soliciting proxies has 
made available to the public regarding each matter or group of matters to be 
voted upon at the meeting, whether or not they were sent to registered holders 
or beneficial owners of voting securities. 

 
(2) Proxy-related materials that are posted under subparagraph 9.1.1(1)(d)(ii) must be 

posted in a manner and be in a format that permit an individual with a reasonable 
level of computer skill and knowledge to do all of the following easily: 

 
(a) access, read and search the documents on the website; 

 
(b) download and print the documents. 

 
9.1.3 Consent to other delivery methods – For greater certainty, section 9.1.1 does not 
 

(a) prevent a registered holder of voting securities from consenting to a person or 
company’s use of other delivery methods to send proxy-related materials, 
 

(b) terminate or modify a consent that a registered holder of voting securities 
previously gave to a person or company regarding the use of other delivery 
methods to send proxy-related materials, or 
 

(c) prevent a person or company from sending proxy-related materials using a 
delivery method to which a registered holder has consented prior to February 
11, 2013. 

 
9.1.4 Instructions to receive paper copies 
 
(1) Despite section 9.1.1, a reporting issuer may obtain standing instructions from a 

registered holder of voting securities that a paper copy of the information circular 
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and, if applicable, the documents in paragraph 9.1.1(2)(b), be sent to the registered 
holder in all cases when the reporting issuer uses notice-and-access. 

 
(2) If a reporting issuer has obtained standing instructions from a registered holder under 

subsection (1), the reporting issuer must do both of the following: 
 

(a) include with the notice required by paragraph 9.1.1(1)(a) any paper copies of 
information circulars and, if applicable, the documents in paragraph 
9.1.1(2)(b), required to comply with standing instructions obtained under 
subsection (1); 

 
(b) include with the notice under paragraph (a) a description, or otherwise inform 

the registered holder of, the means by which the registered holder may revoke 
the registered holder’s standing instructions.  

 
9.1.5 Compliance with SEC Notice-and-Access Rules – A reporting issuer that is an SEC 

issuer can send proxy-related materials to registered holders under section 9.1 using a 
delivery method permitted under U.S. federal securities law, if both of the following 
apply: 

 
(a) the SEC issuer is subject to, and complies with Rule 14a-16 under the 1934 

Act; 
 

(b) residents of Canada do not own, directly or indirectly, outstanding voting 
securities carrying more than 50% of the votes for the election of directors, and 
none of the following apply: 

 
(i) the majority of the executive officers or directors of the issuer are 

residents of Canada; 
 

(ii) more than 50% of the consolidated assets of the issuer are located in 
Canada;  

 
(iii) the business of the issuer is administered principally in Canada. 

 
9.2 Exemptions from Sending Information Circular 
 
(1) Subsection 9.1(2) does not apply to a solicitation by a person or company in respect 

of securities of which the person or company is the beneficial owner. 
 
(2) Paragraph 9.1(2)(b) does not apply to a solicitation if the total number of 

securityholders whose proxies are solicited is not more than 15.  
 
(3) For the purposes of subsection (2), two or more persons or companies who are joint 

registered owners of one or more securities are considered to be one securityholder. 
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(4) Despite paragraph 9.1(2)(b), a person or company, other than management of a 
reporting issuer or a person or company acting on behalf of management, may solicit 
proxies from registered securityholders of a reporting issuer without sending an 
information circular, if  

 
(a) the solicitation is made to the public by broadcast, speech or publication;  

 
(b) soliciting proxies by broadcast, speech or publication is permitted by the laws 

under which the reporting issuer is incorporated, organized or continued and 
the person or company making the solicitation complies with the 
requirements, if any, of those laws relating to the broadcast, speech or 
publication;  

 
(c) the person or company has filed the following information:  

 
(i) the name and address of the reporting issuer to which the solicitation 

relates,  
 

(ii) the information required under item 2, sections 3.2, 3.3 and 3.4 and 
paragraphs (b) and (d) of item 5 of Form 51-102F5 Information 
Circular, 

 
(iii) any information required to be disclosed in respect of the broadcast, 

speech or publication by the laws under which the reporting issuer is 
incorporated, organized or continued, and 

 
(iv) a copy of any communication intended to be published; and  

 
(d) the broadcast, speech or publication contains the information referred to in 

paragraphs (c)(i) to (iii). 
 

(5) Subsection (4) does not apply to a person or company that is proposing, at the time of 
the solicitation, a significant acquisition or restructuring transaction involving the 
reporting issuer and the person or company, under which securities of the person or 
company, or securities of an affiliate of the person or company, are to be changed, 
exchanged, issued or distributed, unless 

 
(a) the person or company has filed an information circular or other document 

containing the information required by section 14.4 of Form 51-102F5 
Information Circular; and 

 
(b) the solicitation refers to that information circular or other document and 

discloses that the circular or other document is on SEDAR. 
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(6) Subsection (4) does not apply to a person or company that is nominating or proposing 
to nominate, at the time of the solicitation, an individual, including himself or herself, 
for election as a director of the reporting issuer, unless  

 
(a) the person or company has filed an information circular or other document 

containing the information required by Form 51-102F5 Information Circular 
in respect of the proposed nominee; and 

 
(b) the solicitation refers to that information circular or other document and 

discloses that the circular or other document is on SEDAR. 
 
9.3 Filing of Information Circulars and Proxy-Related Material 
 

A person or company that is required under this Instrument to send an information 
circular or form of proxy to registered securityholders of a reporting issuer must 
promptly file a copy of the information circular, form of proxy and all other material 
required to be sent by the person or company in connection with the meeting to which 
the information circular or form of proxy relates. 

 
9.3.1 Content of Information Circular 
 
(1) Subject to Item 8 of Form 51-102F5, if a reporting issuer is required to send an 

information circular to a securityholder under paragraph 9.1(2)(a), the issuer must 
 
 (a) disclose all compensation paid, payable, awarded, granted, given or otherwise 

provided, directly or indirectly, by the issuer, or a subsidiary of the issuer, to 
each NEO and director, in any capacity, including, for greater certainty, all 
plan and non-plan compensation, direct and indirect pay, remuneration, 
economic or financial award, reward, benefit, gift or perquisite paid, payable, 
awarded, granted, given, or otherwise provided to the NEO or director for 
services provided, directly or indirectly, to the issuer or a subsidiary of the 
issuer, and 

 
(b) include detail and discussion of the compensation, and the decision-making 

process relating to compensation, presented in such a way that it provides a 
reasonable person an understanding of  

 
(i) how decisions about NEO and director compensation are made, 
 
(ii) the compensation paid, made payable, awarded, granted, given or 

otherwise provided to each NEO and director, and 
 

(iii) how specific NEO and director compensation relates to the overall 
stewardship and governance of the reporting issuer. 
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(2) The disclosure required under subsection (1) must be provided for the periods set out 
in and in accordance with Form 51-102F6 Statement of Executive Compensation. 

 
(2.1) Despite subsection (2), a venture issuer may provide the disclosure required by 

subsection (1) for the periods set out in and in accordance with Form 51-102F6V 
Statement of Executive Compensation – Venture Issuers.  

 
(2.2) The disclosure required under subsection (1) must be filed 
 

(a) not later than 140 days after the end of the issuer’s most recently completed 
financial year, in the case of an issuer other than a venture issuer, or 

 
(b) not later than 180 days after the end of the issuer’s most recently completed 

financial year, in the case of a venture issuer. 
 
(3) For the purposes of this section, “NEO” and “plan” have the meaning ascribed to 

those terms in Form 51-102F6 Statement of Executive Compensation or, for a venture 
issuer relying on subsection (2.1), in Form 51-102F6V Statement of Executive 
Compensation – Venture Issuers. 

 
(4) [Repealed] 
 
(5) Subsection (2.2) applies to an issuer in respect of a financial year beginning on or 

after July 1, 2015. 
 
9.4 Content of Form of Proxy 
 
(1) A form of proxy sent to securityholders of a reporting issuer by a person or company 

soliciting proxies must indicate in bold-face type whether or not the proxy is solicited 
by or on behalf of the management of the reporting issuer, provide a specifically 
designated blank space for dating the form of proxy and specify the meeting in 
respect of which the proxy is solicited. 

 
(2) An information circular sent to securityholders of a reporting issuer or the form of 

proxy to which the information circular relates must 
 

(a) indicate in bold-face type that the securityholder has the right to appoint a 
person or company to represent the securityholder at the meeting other than 
the person or company if any, designated in the form of proxy; and 

 
(b) contain instructions as to the manner in which the securityholder may exercise 

the right referred to in paragraph (a). 
 
(3) If a form of proxy sent to securityholders of a reporting issuer contains a designation 

of a named person or company as nominee, it must provide an option for the 
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securityholder to designate in the form of proxy some other person or company as the 
securityholder’s nominee. 

 
(4) A form of proxy sent to securityholders of a reporting issuer must provide an option 

for the securityholder to specify that the securities registered in the securityholder’s 
name will be voted for or against each matter or group of related matters identified in 
the form of proxy, in the notice of meeting or in an information circular, other than 
the appointment of an auditor and the election of directors. 

 
(5) A form of proxy sent to securityholders of a reporting issuer may confer discretionary 

authority with respect to each matter referred to in subsection (4) as to which a choice 
is not specified if the form of proxy or the information circular states in bold-face 
type how the securities represented by the proxy will be voted in respect of each 
matter or group of related matters. 

 
(6) A form of proxy sent to securityholders of a reporting issuer must provide an option 

for the securityholder to specify that the securities registered in the name of the 
securityholder must be voted or withheld from voting in respect of the appointment of 
an auditor or the election of directors. 

 
(7) An information circular sent to securityholders of a reporting issuer or the form of 

proxy to which the information circular relates must state that 
 

(a) the securities represented by the proxy will be voted or withheld from voting 
in accordance with the instructions of the securityholder on any ballot that 
may be called for; and 

 
(b) if the securityholder specifies a choice under subsection (4) or (6) with respect 

to any matter to be acted upon, the securities will be voted accordingly. 
 
(8) A form of proxy sent to securityholders of a reporting issuer may confer discretionary 

authority with respect to 
 

(a) amendments or variations to matters identified in the notice of meeting; and 
 

(b) other matters which may properly come before the meeting, 
 

if, 
 

(c) the person or company by whom or on whose behalf the solicitation is made is 
not aware within a reasonable time before the time the solicitation is made 
that any of those amendments, variations or other matters are to be presented 
for action at the meeting; and 

 
(d) a specific statement is made in the information circular or in the form of proxy 

that the proxy is conferring such discretionary authority. 
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(9) A form of proxy sent to securityholders of a reporting issuer must not confer authority 

to vote 
 

(a) for the election of any person as a director of a reporting issuer unless a bona 
fide proposed nominee for that election is named in the information circular 
or, in the case of a solicitation under subsection 9.2(4), the document required 
under paragraph 9.2(6)(a); or 

 
(b) at any meeting other than the meeting specified in the notice of meeting or any 

adjournment of that meeting. 
 
9.5 Exemption 

 
Sections 9.1 to 9.4 do not apply to a reporting issuer, or a person or company that 
solicits proxies from registered holders of voting securities of a reporting issuer, if 

 
(a) the reporting issuer or other person or company complies with the 

requirements of the laws relating to the solicitation of proxies under which the 
reporting issuer is incorporated, organized or continued; 

 
(b) the requirements referred to in subsection (a) are substantially similar to the 

requirements of this Part; and 
 

(c) the reporting issuer or other person or company files a copy of any 
information circular and form of proxy, or other documents that contain 
substantially similar information, promptly after the reporting issuer or other 
person or company sends the circular, form or other document in connection 
with the meeting. 

 
PART 10 RESTRICTED SECURITY DISCLOSURE 
 
10.1 Restricted Security Disclosure 
 
(1) Except as otherwise provided in section 10.3, if a reporting issuer has outstanding 

restricted securities, or securities that are directly or indirectly convertible into or 
exercisable or exchangeable for restricted securities or securities that will, when 
issued, result in an existing class of outstanding securities being considered restricted 
securities, each document referred to in subsection (2) must 

 
(a) refer to restricted securities using a term that includes the appropriate 

restricted security term; 
 

(b) not refer to securities by a term that includes “common”, or “preference” or 
“preferred”, unless the securities are common shares or preference shares, 
respectively; 
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(c) describe any restrictions on the voting rights of restricted securities; 

 
(d) describe the rights to participate, if any, of holders of restricted securities if a 

takeover bid is made for securities of the reporting issuer with voting rights 
superior to those attached to the restricted securities; 

 
(e) state the percentage of the aggregate voting rights attached to the reporting 

issuer’s securities that are represented by the class of restricted securities; and 
 

(f) if holders of restricted securities have no right to participate if a takeover bid 
is made for securities of the reporting issuer with voting rights superior to 
those attached to the restricted securities, contain a statement to that effect in 
bold-face type. 

 
(2) Subsection (1) applies to the following documents except as provided in subsections 

(3) and (6): 
 

(a) an information circular; 
 

(b) a document required by this Instrument to be delivered upon request by a 
reporting issuer to any of its securityholders; and 

 
(c) an AIF prepared by a reporting issuer. 

 
(3) Despite subsection (2), annual financial statements, an interim financial report and 

MD&A or other accompanying discussion by management of those financial 
statements are not required to include the details referred to in paragraphs (1)(c), (d), 
(e) and (f). 

 
(4) Each reference to restricted securities in any document not referred to in subsection 

(2) that a reporting issuer sends to its securityholders must include the appropriate 
restricted security term. 

 
(5) A reporting issuer must not refer, in any of the documents described in subsection (4), 

to securities by a term that includes “common” or “preference” or “preferred”, unless 
the securities are common shares or preference shares, respectively. 

 
(6) Despite paragraph (1)(b) and subsection (5), a reporting issuer may, in one place only 

in a document referred to in subsection (2) or (4), describe the restricted securities by 
the term used in the constating documents of the reporting issuer, to the extent that 
term differs from the appropriate restricted security term, if the description is not on 
the front page of the document and is in the same type face and type size as that used 
generally in the document. 

 

073



-67- 
 

 

10.2 Dissemination of Disclosure Documents to Holder of Restricted Securities 
 
(1) If a reporting issuer sends a document to all holders of any class of its equity 

securities the document must also be sent by the reporting issuer at the same time to 
the holders of its restricted securities. 

 
(2) A reporting issuer that is required by this Instrument to arrange for, or voluntarily 

makes arrangements for, delivery of the documents referred to in subsection (1) to the 
beneficial owners of any securities of a class of equity securities registered in the 
name of a registrant, must make similar arrangements for delivery of the documents 
to the beneficial owners of securities of a class of restricted securities registered in the 
name of the registrant. 

 
10.3 Exemptions for Certain Reporting Issuers 
 

The provisions of sections 10.1 and 10.2 do not apply to 
 

(a) securities that carry a right to vote subject to a restriction on the number or 
percentage of securities that may be voted or owned by persons or companies 
that are not citizens or residents of Canada or that are otherwise considered as 
a result of any law applicable to the reporting issuer to be non-Canadians, but 
only to the extent of the restriction; and 

 
(b) securities that are subject to a restriction, imposed by any law governing the 

reporting issuer, on the level of ownership of the securities by any person, 
company or combination of persons or companies, but only to the extent of 
the restriction. 

 
PART 11 ADDITIONAL FILING REQUIREMENTS 
 
11.1 Additional Disclosure Requirements 
 
(1) A reporting issuer must file a copy of any disclosure material 
 

(a) that it sends to its securityholders;  
 

(b) in the case of an SEC issuer, that it files with or furnishes to the SEC under 
the 1934 Act, including material filed as exhibits to other documents, if the 
material contains information that has not been included in disclosure already 
filed in a jurisdiction by the SEC issuer; or 

 
(c) that it files with another provincial or territorial securities regulatory authority 

or regulator other than in connection with a distribution. 
 
(2) A reporting issuer must file the material referred to in subsection (1) on the same date 

as, or as soon as practicable after, the earlier of 
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(a) the date on which the reporting issuer sends the material to its securityholders;  

 
(b) the date on which the reporting issuer files or furnishes the material to the 

SEC; and 
 

(c) the date on which the reporting issuer files that material with the other 
provincial or territorial securities regulatory authority or regulator. 

 
11.2 Change of Status Report 
 

A reporting issuer must file a notice promptly after the occurrence of either of the 
following: 

 
(a) the reporting issuer becomes a venture issuer; or 

 
(b) the reporting issuer ceases to be a venture issuer. 

 
11.3 Voting Results 
 

A reporting issuer that is not a venture issuer must, promptly following a meeting of 
securityholders at which a matter was submitted to a vote, file a report that discloses, 
for each matter voted upon 

 
(a) a brief description of the matter voted upon and the outcome of the vote; and 

 
(b) if the vote was conducted by ballot, including a vote on a matter in which 

votes are cast both in person and by proxy, the number or percentage of votes 
cast for, against or withheld from the vote. 

 
11.4 Financial Information 
 

A reporting issuer must file a copy of any news release issued by it that discloses 
information regarding its historical or prospective financial performance or financial 
condition for a financial year or interim period. 

 
11.5 Re-filing Documents 
 

If a reporting issuer decides it will  
 

(a) re-file a document filed under this Instrument, or  
 

(b) re-state financial information for comparative periods in financial statements 
for reasons other than retrospective application of a change in an accounting 
standard or policy or a new accounting standard, 
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and the information in the re-filed document, or re-stated financial information, will 
differ materially from the information originally filed, the issuer must immediately 
issue and file a news release authorized by an executive officer disclosing the nature 
and substance of the change or proposed changes. 

 
11.6 Executive Compensation Disclosure for Certain Reporting Issuers 
 
(1) A reporting issuer that is not required to send to its securityholders an information 

circular and does not send an information circular that includes the disclosure 
required by Item 8 of Form 51-102F5 and that does not file an AIF that includes the 
executive compensation disclosure required by Item 18 of Form 51-102F2 must 

 
(a) disclose all compensation, paid, payable, awarded, granted, given, or 

otherwise provided, directly or indirectly, by the issuer, or a subsidiary of the 
issuer, to each NEO and director, in any capacity, including, for greater 
certainty, all plan and non-plan compensation, direct and indirect pay, 
remuneration, economic or financial award, reward, benefit, gift or perquisite 
paid, payable, awarded, granted, given, or otherwise provided to the NEO or 
director for services provided, directly or indirectly, to the issuer or a 
subsidiary of the issuer, and 

 
(b) include detail and discussion of the compensation, and the decision-making 

process relating to compensation, presented in such a way that it provides a 
reasonable person an understanding of 

 
(i) how decisions about NEO and director compensation are made,  

 
(ii) the compensation paid, made payable, awarded, granted, given or 

otherwise provided to each NEO and director, and 
 
(iii) how specific NEO and director compensation relates to the overall 

stewardship and governance of the reporting issuer. 

(2) The disclosure required under subsection (1) must be provided for the periods set out 
in, and in accordance with, Form 51-102F6 Statement of Executive Compensation. 

(2.1) Despite subsection (2), a reporting issuer that is a venture issuer may provide the 
disclosure required under subsection (1) for the periods set out in and in accordance 
with Form 51-102F6V Statement of Executive Compensation – Venture Issuers. 

(3) The disclosure required under subsection (1) must be filed not later than 140 days 
after the end of the reporting issuer’s most recently completed financial year. 

(4) For the purposes of this section, “NEO” and “plan” have the meaning ascribed to 
those terms in Form 51-102F6 Statement of Executive Compensation or, for a venture 
issuer relying on subsection (2.1), in Form 51-102F6V Statement of Executive 
Compensation – Venture Issuers. 
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(5) This section does not apply to an issuer that satisfies securities legislation 
requirements relating to information circulars, proxies and proxy solicitation under 
section 4.6 or 5.7 of National Instrument 71-102 Continuous Disclosure and Other 
Exemptions Relating to Foreign Issuers. 

 
(6) [Repealed] 
 
PART 12 FILING OF CERTAIN DOCUMENTS  
 
12.1 Filing of Documents Affecting the Rights of Securityholders 
 
(1) A reporting issuer must file copies of the following documents, and any material 

amendments to the following documents, unless previously filed: 
 

(a) articles of incorporation, amalgamation, continuation or any other constating 
or establishing documents of the issuer, unless the constating or establishing 
document is a statutory or regulatory instrument; 

 
(b) by-laws or other corresponding instruments currently in effect; 

 
(c) any securityholder or voting trust agreement that the reporting issuer has 

access to and that can reasonably be regarded as material to an investor in 
securities of the reporting issuer; 

 
(d) any securityholders’ rights plans or other similar plans; and 

 
(e) any other contract of the issuer or a subsidiary of the issuer that creates or can 

reasonably be regarded as materially affecting the rights or obligations of its 
securityholders generally. 

 
(2) A document required to be filed under subsection (1) may be filed in paper format if 
 

(a) it is dated before March 30, 2004; and 
 
(b) it does not exist in an acceptable electronic format. 

 
12.2 Filing of Material Contracts 
 
(1) Unless previously filed, a reporting issuer must file a material contract entered into 

(a) within the last financial year; or  
 

(b) before the last financial year if that material contract is still in effect. 
 
(2) Despite subsection (1), a reporting issuer is not required to file a material contract 

entered into in the ordinary course of business unless the material contract is 
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(a) a contract to which directors, officers, or promoters are parties other than a 
contract of employment; 

 
(b) a continuing contract to sell the majority of the reporting issuer’s products or 

services or to purchase the majority of the reporting issuer’s requirements of 
goods, services, or raw materials; 

 
(c) a franchise or licence or other agreement to use a patent, formula, trade secret, 

process or trade name; 
 

(d) a financing or credit agreement with terms that have a direct correlation with 
anticipated cash distributions;  

 
(e) an external management or external administration agreement; or 
(f) a contract on which the reporting issuer’s business is substantially dependent. 

 
(3) A provision in a material contract filed pursuant to subsections (1) or (2) may be 

omitted or marked to be unreadable if an executive officer of the reporting issuer 
reasonably believes that disclosure of that provision would be seriously prejudicial to 
the interests of the reporting issuer or would violate confidentiality provisions. 

 
(4) Subsection (3) does not apply if the provision relates to 
 

(a) debt covenants and ratios in financing or credit agreements; 
 

(b) events of default or other terms relating to the termination of the material 
contract; or 

 
(c) other terms necessary for understanding the impact of the material contract on 

the business of the reporting issuer. 
 
(5) If a provision is omitted or marked to be unreadable under subsection (3), the 

reporting issuer must include a description of the type of information that has been 
omitted or marked to be unreadable immediately after the provision in the copy of the 
material contract filed by the reporting issuer.  

 
(6) Despite subsections (1) and (2), a reporting issuer is not required to file a material 

contract entered into before January 1, 2002. 
 
12.3 Time for Filing of Documents 
 

The documents required to be filed under sections 12.1 and 12.2 must be filed no later 
than the time the reporting issuer files a material change report in Form 51-102F3, if 
the making of the document constitutes a material change for the issuer, and 
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(a) no later than the time the reporting issuer’s AIF is filed under section 6.1, if 
the document was made or adopted before the date of the issuer’s AIF; or 

 
(b) if the reporting issuer is not required to file an AIF under section 6.1, within 

120 days after the end of the issuer’s most recently completed financial year, 
if the document was made or adopted before the end of the issuer’s most 
recently completed financial year. 

 
PART 13 EXEMPTIONS 
 
13.1 Exemptions from this Instrument 
 
(1) The regulator or securities regulatory authority may grant an exemption from this 

Instrument, in whole or in part, subject to such conditions or restrictions as may be 
imposed in the exemption. 

 
(2) Despite subsection (1), in Ontario only the regulator may grant such an exemption. 
 
(3) Except in Alberta and Ontario, an exemption referred to in subsection (1) is granted 

under the statute referred to in Appendix B of National Instrument 14-101 Definitions 
opposite the name of the local jurisdiction. 

 
13.2 Existing Exemptions 
 
(1) A reporting issuer that was entitled to rely on an exemption, waiver or approval 

granted to it by a regulator or securities regulatory authority relating to continuous 
disclosure requirements of securities legislation or securities directions existing 
immediately before this Instrument came into force is exempt from any substantially 
similar provision of this Instrument to the same extent and on the same conditions, if 
any, as contained in the exemption, waiver or approval. 

 
(2) A reporting issuer must, at the time that it first intends to rely on subsection (1) in 

connection with a filing requirement under this Instrument, inform the securities 
regulatory authority in writing of 

 
(a) the general nature of the prior exemption, waiver or approval and the date on 

which it was granted; and 
 

(b) the requirement under prior securities legislation or securities directions in 
respect of which the prior exemption, waiver or approval applied and the 
substantially similar provision of this Instrument. 

 
13.3 Exemption for Certain Exchangeable Security Issuers 
 
(1) In this section: 
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“designated Canadian jurisdiction” means Alberta, British Columbia, Manitoba, New 
Brunswick, Nova Scotia, Ontario, Québec, or Saskatchewan; 

 
“designated exchangeable security” means an exchangeable security which provides 
the holder of the security with economic and voting rights which are, as nearly as 
possible except for tax implications, equivalent to the underlying securities; 

 
“exchangeable security” means a security of an issuer that is exchangeable for, or 
carries the right of the holder to purchase, or of the parent issuer to cause the purchase 
of, an underlying security; 

 
“exchangeable security issuer” means a person or company that has issued an 
exchangeable security; 

 
“parent issuer”, when used in relation to an exchangeable security issuer, means the 
person or company that issues the underlying security; and 
“underlying security” means a security of a parent issuer issued or transferred, or to 
be issued or transferred, on the exchange of an exchangeable security. 

 
(2) Except as provided in this subsection, an exchangeable security issuer satisfies the 

requirements in this Instrument if 
 

(a) the parent issuer is the beneficial owner of all the issued and outstanding 
voting securities of the exchangeable security issuer;  

 
(b) the parent issuer is either 

 
(i) an SEC issuer with a class of securities listed or quoted on a U.S. 

marketplace that has filed all documents it is required to file with the 
SEC; or 

 
(ii) a reporting issuer in a designated Canadian jurisdiction that has filed 

all documents it is required to file under this Instrument; 
 

(c) the exchangeable security issuer does not issue any securities, and does not 
have any securities outstanding, other than 

 
(i) designated exchangeable securities;  

 
(ii) securities issued to and held by the parent issuer or an affiliate of the 

parent issuer;  
 

(iii) debt securities issued to and held by banks, loan corporations, loan and 
investment corporations, savings companies, trust corporations, 
treasury branches, savings or credit unions, financial services 
cooperatives, insurance companies or other financial institutions; or 
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(iv) securities issued under exemptions from the prospectus requirement in 

section 2.35 of National Instrument 45-106 Prospectus Exemptions; 
 

(d) the exchangeable security issuer files in electronic format,  
 

(i) if the parent issuer is not a reporting issuer in a designated Canadian 
jurisdiction, copies of all documents the parent issuer is required to file 
with the SEC under the 1934 Act, at the same time as, or as soon as 
practicable after, the filing by the parent issuer of those documents 
with the SEC; or 

 
(ii) if the parent issuer is a reporting issuer in a designated Canadian 

jurisdiction, 
 

(A) a notice indicating that the exchangeable security issuer is 
relying on the continuous disclosure documents filed by its 
parent issuer and setting out where those documents can be 
found in electronic format, if the parent issuer is a reporting 
issuer in the local jurisdiction; or 

 
(B) copies of all documents the parent issuer is required to file 

under securities legislation, other than in connection with a 
distribution, at the same time as the filing by the parent issuer 
of those documents with a securities regulatory authority or 
regulator; 

 
(e) the exchangeable security issuer concurrently sends to all holders of 

designated exchangeable securities all disclosure materials that are sent to 
holders of the underlying securities in the manner and at the time required by  

 
(i) U.S. laws and any U.S. marketplace on which securities of the parent 

issuer are listed or quoted, if the parent issuer is not a reporting issuer 
in a designated Canadian jurisdiction; or 

 
(ii) securities legislation, if the parent issuer is a reporting issuer in a 

designated Canadian jurisdiction; 
 

(f) the parent issuer  
 

(i) complies with U.S. laws and the requirements of any U.S. marketplace 
on which the securities of the parent issuer are listed or quoted if the 
parent issuer is not a reporting issuer in a designated Canadian 
jurisdiction, or securities legislation if the parent issuer is a reporting 
issuer in a designated Canadian jurisdiction, in respect of making 
public disclosure of material information on a timely basis; and  
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(ii) immediately issues in Canada and files any news release that discloses 

a material change in its affairs; 
 

(g) the exchangeable security issuer issues in Canada a news release and files a 
material change report in accordance with Part 7 of this Instrument for all 
material changes in respect of the affairs of the exchangeable security issuer 
that are not also material changes in the affairs of its parent issuer; and 

 
(h) the parent issuer includes in all mailings of proxy solicitation materials to 

holders of designated exchangeable securities a clear and concise statement 
that 

 
(i) explains the reason the mailed material relates solely to the parent 

issuer; 
(ii) indicates that the designated exchangeable securities are the economic 

equivalent to the underlying securities; and  
 

(iii) describes the voting rights associated with the designated 
exchangeable securities. 

 
(3) The insider reporting requirement and the requirement to file an insider profile under 

National Instrument 55-102 System for Electronic Disclosure by Insiders does not 
apply to any insider of an exchangeable security issuer in respect of securities of the 
exchangeable security issuer so long as,  

 
(a) if the insider is not the parent issuer, 

 
(i) the insider does not receive, in the ordinary course, information as to 

material facts or material changes concerning the parent issuer before 
the material facts or material changes are generally disclosed, and 

 
(ii) the insider is not an insider of the parent issuer in any capacity other 

than by virtue of being an insider of the exchangeable security issuer; 
 

(b) the parent issuer is the beneficial owner of all of the issued and outstanding 
voting securities of the exchangeable security issuer; 

 
(c) if the insider is the parent issuer, the insider does not beneficially own any 

designated exchangeable securities other than securities acquired through the 
exercise of the exchange right and not subsequently traded by the insider; 

 
(d) the parent issuer is an SEC issuer or a reporting issuer in a designated 

Canadian jurisdiction; and 
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(e) the exchangeable security issuer has not issued any securities and does not 
have any securities outstanding, other than 

 
(i) designated exchangeable securities; 

 
(ii) securities issued to and held by the parent issuer or an affiliate of the 

parent issuer;  
 

(iii) debt securities issued to and held by banks, loan corporations, loan and 
investment corporations, savings companies, trust corporations, 
treasury branches, savings or credit unions, financial services 
cooperatives, insurance companies or other financial institutions; and 

 
(iv) securities issued under exemptions from the prospectus requirement in 

section 2.35 of National Instrument 45-106 Prospectus Exemptions. 
 
13.4 Exemption for Certain Credit Support Issuers 
 
(1) In this section: 
 

“alternative credit support” means support, other than a guarantee, for the payments 
to be made by the issuer, as stipulated in the terms of the securities or in an agreement 
governing rights of, or granting rights to, holders of the securities that 

 
(a) obliges the person or company providing the support to provide the issuer 

with funds sufficient to enable the issuer to make the stipulated payments, or 
 

(b) entitles the holder of the securities to receive, from the person or company 
providing the support, payment if the issuer fails to make a stipulated 
payment; 

 
“credit support issuer” means an issuer of securities for which a credit supporter has 
provided a guarantee or alternative credit support; 

 
“credit supporter” means a person or company that provides a guarantee or alternative 
credit support for any of the payments to be made by an issuer of securities as 
stipulated in the terms of the securities or in an agreement governing rights of, or 
granting rights to, holders of the securities; 

 
“designated Canadian jurisdiction” means Alberta, British Columbia, Manitoba, New 
Brunswick, Nova Scotia, Ontario, Québec or Saskatchewan; 

 
“designated credit support securities” means 

 
(a) non-convertible debt securities or convertible debt securities that are 

convertible into non-convertible securities of the credit supporter; or  
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(b) non-convertible preferred shares or convertible preferred shares that are 

convertible into securities of the credit supporter,  
 

in respect of which a parent credit supporter has provided; 
 

(c) alternative credit support that 
 

(i) entitles the holder of the securities to receive payment from the credit 
supporter, or enables the holder to receive payment from the credit 
support issuer, within 15 days of any failure by the credit support 
issuer to make a payment; and 

 
(ii) results in the securities receiving the same credit rating as, or a higher 

credit rating than, the credit rating they would have received if 
payment had been fully and unconditionally guaranteed by the credit 
supporter, or would result in the securities receiving such a rating if 
they were rated; or  

 
(d) a full and unconditional guarantee of the payments to be made by the credit 

support issuer, as stipulated in the terms of the securities or in an agreement 
governing the rights of holders of the securities, that results in the holder of 
such securities being entitled to receive payment from the credit supporter 
within 15 days of any failure by the credit support issuer to make a payment;  

 
“parent credit supporter” means a credit supporter of which the reporting issuer is a 
subsidiary; 

 
“subsidiary credit supporter” means a credit supporter that is a subsidiary of the 
parent credit supporter; and 

 
“summary financial information” includes the following line items: 

 
(a) revenue; 

 
(b) profit or loss from continuing operations attributable to owners of the parent; 

 
(c) profit or loss attributable to owners of the parent; and 

 
(d) unless the accounting principles used to prepare the financial statements of the 

person or company permits the preparation of the person or company’s 
statement of financial position without classifying assets and liabilities 
between current and non-current and the person or company provides 
alternative meaningful financial information which is more appropriate to the 
industry, 
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(i) current assets; 
 

(ii) non-current assets; 
 

(iii) current liabilities; and 
 

(iv) non-current liabilities. 
 

[Note: See section 1.1 of the Instrument for the definitions of “profit or loss 
attributable to owners of the parent” and “profit or loss from continuing operations 
attributable to owners of the parent”.] 

 
(1.1) For the purposes of subparagraph (2)(g)(ii), consolidating summary financial 

information must be prepared on the following basis: 
 

(a) an entity’s annual or interim summary financial information must be derived 
from the entity’s financial information underlying the corresponding 
consolidated financial statements of the parent credit supporter for the 
corresponding period; 

 
(b) the parent credit supporter column must account for investments in all 

subsidiaries under the equity method; and 
 

(c) all subsidiary entity columns must account for investments in non-credit 
supporter subsidiaries under the equity method. 

 
(2) Except as provided in this section, a credit support issuer satisfies the requirements in 

this Instrument if 
 

(a) the parent credit supporter is the beneficial owner of all the outstanding voting 
securities of the credit support issuer; 

 
(b) the parent credit supporter is either 

 
(i) an SEC issuer that is incorporated or organized under the laws of the 

United States of America or any state or territory of the United States 
of America or the District of Columbia and that has filed all 
documents it is required to file with the SEC; or 

 
(ii) subject to subsection (4), a reporting issuer in a designated Canadian 

jurisdiction that has filed all documents it is required to file under this 
Instrument; 

 
(c) the credit support issuer does not issue any securities, and does not have any 

securities outstanding, other than 
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(i) designated credit support securities; 
 

(ii) securities issued to and held by the parent credit supporter or an 
affiliate of the parent credit supporter; 

 
(iii) debt securities issued to and held by banks, loan corporations, loan and 

investment corporations, savings companies, trust corporations, 
treasury branches, savings or credit unions, financial services 
cooperatives, insurance companies or other financial institutions; or 

 
(iv) securities issued under exemptions from the prospectus requirement in 

section 2.35 of National Instrument 45-106 Prospectus Exemptions; 
 

(d) the credit support issuer files in electronic format, 
 

(i) if the parent credit supporter is not a reporting issuer in a designated 
Canadian jurisdiction, copies of all documents the parent credit 
supporter is required to file with the SEC under the 1934 Act, at the 
same time or as soon as practicable after the filing by the parent credit 
supporter of those documents with the SEC; or 

 
(ii) if the parent credit supporter is a reporting issuer in a designated 

Canadian jurisdiction, 
 

(A) a notice indicating that the credit support issuer is relying on 
the continuous disclosure documents filed by the parent credit 
supporter and setting out where those documents can be found 
for viewing in electronic format, if the credit support issuer is a 
reporting issuer in the local jurisdiction; or 

 
(B) copies of all documents the parent credit supporter is required 

to file under securities legislation, other than in connection 
with a distribution, at the same time as the filing by the parent 
credit supporter of those documents with a securities regulatory 
authority or regulator; 

 
(e) if the parent credit supporter is not a reporting issuer in a designated Canadian 

jurisdiction, the parent credit supporter 
 

(i) complies with U.S. laws and the requirements of any U.S. marketplace 
on which securities of the parent credit supporter are listed or quoted 
in respect of making public disclosure of material information on a 
timely basis; and 

 
(ii) immediately issues in Canada and files any news release that discloses 

a material change in its affairs; 
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(f) the credit support issuer issues in Canada a news release and files a material 

change report in accordance with Part 7 for all material changes in respect of 
the affairs of the credit support issuer that are not also material changes in the 
affairs of the parent credit supporter; 

 
(g) the credit support issuer files, in electronic format, in the notice referred to in 

clause (d)(ii)(A) or in or with the copy of each consolidated interim financial 
report and consolidated annual financial statements filed under subparagraph 
(d)(i) or clause (d)(ii)(B), either 

 
(i) a statement that the financial results of the credit support issuer are 

included in the consolidated financial results of the parent credit 
supporter, if at that time,  
 
(A) the credit support issuer has minimal assets, operations, 

revenue or cash flows other than those related to the issuance, 
administration and repayment of the securities described in 
paragraph (c), and 

 
(B) each item of the summary financial information of the 

subsidiaries of the parent credit supporter on a combined basis, 
other than the credit support issuer, represents less than 3% of 
the corresponding items on the consolidated financial 
statements of the parent credit supporter being filed or referred 
to under paragraph (d), or 

 
(ii) for the periods covered by the consolidated interim financial report or 

consolidated annual financial statements of the parent credit supporter 
filed, consolidating summary financial information for the parent 
credit supporter presented with a separate column for each of the 
following: 

 
(A) the parent credit supporter; 

 
(B) the credit support issuer; 

 
(C) any other subsidiaries of the parent credit supporter on a 

combined basis; 
 

(D) consolidating adjustments; and 
 

(E) the total consolidated amounts; 
 

(h) the credit support issuer files a corrected notice under clause (d)(ii)(A) if the 
credit support issuer filed the notice with the statement contemplated in 
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subparagraph (g)(i) and the credit support issuer can no longer rely on 
subparagraph (g)(i); 

 
(i) in the case of designated credit support securities that include debt, the credit 

support issuer concurrently sends to all holders of such securities all 
disclosure materials that are sent to holders of similar debt of the parent credit 
supporter in the manner and at the time required by 

 
(i) U.S. laws and any U.S. marketplace on which securities of the parent 

credit supporter are listed or quoted, if the parent credit supporter is 
not a reporting issuer in a designated Canadian jurisdiction; or 

 
(ii) securities legislation, if the parent credit supporter is a reporting issuer 

in a designated Canadian jurisdiction;  
 

(j) in the case of designated credit support securities that include preferred shares, 
the credit support issuer concurrently sends to all holders of such securities all 
disclosure materials that are sent to holders of similar preferred shares of the 
parent credit supporter in the manner and at the time required by 

 
(i) U.S. laws and any U.S. marketplace on which securities of the parent 

credit supporter are listed or quoted, if the parent credit supporter is 
not a reporting issuer in a designated Canadian jurisdiction; or 

 
(ii) securities legislation, if the parent credit supporter is a reporting issuer 

in a designated Canadian jurisdiction; and 
 

(k) no person or company other than the parent credit supporter has provided a 
guarantee or alternative credit support for the payments to be made under any 
issued and outstanding securities of the credit support issuer. 

 
(2.1) A credit support issuer satisfies the requirements of this Instrument where there is a 

parent credit supporter and one or more subsidiary credit supporters if 
 

(a) the conditions in paragraphs (2)(a) to (f), (i), and (j) are complied with; 
 

(b) the parent credit supporter controls each subsidiary credit supporter and the 
parent credit supporter has consolidated the financial statements of each 
subsidiary credit supporter into the parent credit supporter’s financial 
statements that are filed or referred to under paragraph (2)(d);  

 
(c) the credit support issuer files, in electronic format, in the notice referred to in 

clause (2)(d)(ii)(A) or in or with the copy of each consolidated interim 
financial report and the consolidated annual financial statements filed under 
subparagraph (2)(d)(i) or clause (2)(d)(ii)(B), for a period covered by any 
consolidated interim financial report or consolidated annual financial 
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statements of the parent credit supporter filed by the parent credit supporter, 
consolidating summary financial information for the parent credit supporter 
presented with a separate column for each of the following: 

 
(i) the parent credit supporter; 

 
(ii) the credit support issuer; 

 
(iii) each subsidiary credit supporter on a combined basis; 

 
(iv) any other subsidiaries of the parent credit supporter on a combined 

basis; 
 

(v) consolidating adjustments; and 
 

(vi) the total consolidated amounts; 
 

(d) no person or company, other than the parent credit supporter or a subsidiary 
credit supporter has provided a guarantee or alternative credit support for the 
payments to be made under the issued and outstanding designated credit 
support securities; and 

 
(e) the guarantees or alternative credit supports are joint and several. 

 
(2.2) Despite paragraph (2.1)(c), the information set out in a column in accordance with 
 

(a) subparagraph (2.1)(c)(iv), may be combined with the information set out in 
accordance with any of the other columns in paragraph (2.1)(c) if each item of 
the summary financial information set out in a column in accordance with 
subparagraph (2.1)(c)(iv) represents less than 3% of the corresponding items 
on the consolidated financial statements of the parent credit supporter being 
filed or referred to under paragraph (2)(d),  

 
(b) subparagraph (2.1)(c)(ii) may be combined with the information set out in 

accordance with any of the other columns in paragraph (2.1)(c) if the credit 
support issuer has minimal assets, operations, revenue or cash flows other 
than those related to the issuance, administration and repayment of the 
securities described in paragraph (2)(c). 

 
(3) The insider reporting requirement and the requirement to file an insider profile under 

National Instrument 55-102 System for Electronic Disclosure by Insiders do not apply 
to an insider of a credit support issuer in respect of securities of the credit support 
issuer so long as, 

 
(a) the conditions in paragraphs (2)(a) to (c) are complied with; 

 

089



-83- 
 

 

(b) if the insider is not a credit supporter, 
 

(i) the insider does not receive, in the ordinary course, information as to 
material facts or material changes concerning a credit supporter before 
the material facts or material changes are generally disclosed, and 

 
(ii) the insider is not an insider of a credit supporter in any capacity other 

than by virtue of being an insider of the credit support issuer; and 
 

(c) if the insider is a credit supporter, the insider does not beneficially own any 
designated credit support securities. 

 
(4) A parent credit supporter is not a reporting issuer in a designated Canadian 

jurisdiction for the purposes of subparagraph (2)(b)(ii) if the parent credit supporter 
complies with a requirement of this Instrument by relying on a provision of National 
Instrument 71-102 Continuous Disclosure and Other Exemptions Relating to Foreign 
Issuers. 

 
PART 14 EFFECTIVE DATE AND TRANSITION 
 
14.1 Effective Date 
 

This Instrument comes into force on March 30, 2004. 
 
14.2 Transition 
 

Despite section 14.1, section 5.7 applies for financial years of the reporting issuer 
beginning on or after January 1, 2007. 

 
14.3 Transition – Interim Financial Report 
 
(1) Despite section 4.4 and paragraph 4.10(2)(c), the first interim financial report 

required to be filed in the year of adopting IFRS in respect of an interim period 
beginning on or after January 1, 2011 may be filed, 

 
(a) in the case of a reporting issuer other than a venture issuer, on or before the 

earlier of 
 
(i) the 75th day after the end of the interim period; and 
 
(ii) the date of filing, in a foreign jurisdiction, an interim financial report 

for a period ending on the last day of the interim period; or 
 
(b) in the case of a venture issuer, on or before the earlier of 
 

(i) the 90th day after the end of the interim period; and 
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(ii) the date of filing, in a foreign jurisdiction, an interim financial report 

for a period ending on the last day of the interim period. 
 
(2) Despite subsection 5.1(2), the MD&A required to be filed under subsection 5.1(1) 

relating to the first interim financial report required to be filed in the year of adopting 
IFRS in respect of an interim period beginning on or after January 1, 2011 may be 
filed on or before the earlier of 

 
(a) the filing deadline for the interim financial report set out in subsection (1); and 
 
(b) the date the reporting issuer files the interim financial report under subsections 

(1) or 4.3(1), as applicable.  
 
(3) Despite subsection 4.6(3), if a registered holder or beneficial owner of securities, 

other than debt instruments, of a reporting issuer requests the issuer’s first interim 
financial report required to be filed in the year of adopting IFRS in respect of an 
interim period beginning on or after January 1, 2011, the reporting issuer may send a 
copy of the required interim financial report and the interim MD&A relating to the 
interim financial report to the person or company that made the request, without 
charge, by the later of,  

 
(a) in the case of a reporting issuer relying on subsection (1), 10 calendar days 

after the filing deadline set out in subsection (1), for the financial statements 
requested;  

 
(b) in the case of a reporting issuer not relying on subsection (1), 10 calendar days 

after the filing deadline in subparagraph 4.4(a)(i) or 4.4(b)(i), subsection 
4.10(2) or subsection 14.3(1), as applicable, for the financial statements 
requested; and 

 
(c) 10 calendar days after the issuer receives the request. 

 
(4) Subsections (1), (2) and (3) do not apply unless the reporting issuer  
 

(a) is disclosing, for the first time, a statement of compliance with International 
Accounting Standard 34 Interim Financial Reporting; and 

 
(b) did not previously file financial statements that disclosed compliance with 

IFRS. 
 

(5) Subsections (1), (2) and (3) do not apply if the first interim financial report is in 
respect of an interim period ending after March 30, 2012. 
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CSA Staff Notice 51-352 (Revised) 

Issuers with U.S. Marijuana-Related Activities 
 

 

February 8, 2018 

 

I. Background 

The marijuana industry has accelerated in recent years as a number of jurisdictions, including 

Canada and certain U.S. states, continue to explore liberalization measures around marijuana 

law.  While most jurisdictions have a uniform national framework for marijuana regulation, in 

the U.S., there is a conflict between state and federal law related to marijuana with certain U.S. 

states permitting its use and sale within a regulatory framework notwithstanding that marijuana 

continues to be listed as a controlled substance under U.S. federal law.  As such, marijuana-

related practices or activities, including the cultivation, possession or distribution of marijuana, 

are illegal under U.S. federal law (these activities are referred to in this notice as marijuana-

related activities). 

 

II. Purpose 

This notice has been revised to provide further guidance on CSA staff’s disclosure expectations 

for issuers with U.S. marijuana-related activities. This guidance recognizes that the political and 

regulatory circumstances surrounding the treatment of U.S. marijuana-related activities are 

uncertain. In the event that U.S. federal law against marijuana is enforced, there could be 

material consequences for any issuer with U.S. marijuana-related activities, including 

prosecution and asset seizure.    

 

Given the critical importance of the legal and regulatory environment to issuers operating in this 

industry, we expect issuers to carefully consider any legal or regulatory actions or changes in 

order to determine whether they would result in material changes that trigger timely disclosure 

obligations.
1
    

 

III. CSA Disclosure Expectations 

Securities regimes across Canada are primarily disclosure-based, with requirements for timely 

and accurate disclosure of information. These principles require that each issuer’s disclosure 

fairly presents all material facts and risks so that investors can make informed investment 

decisions. 

 

Consistent with these principles, the purpose of this notice is to provide CSA staff’s specific 

disclosure expectations for issuers that currently have, or are in the process of developing, 

                                                 
1 Under National Instrument 51-102 Continuous Disclosure Obligations (NI 51-102) a material change includes a change in the 

business, operations or capital of the reporting issuer that would reasonably be expected to have a significant effect on the market 

price or value of any of its securities.    
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marijuana-related activities in U.S. states where such activity has been authorized within a state 

regulatory framework (U.S. Marijuana Issuers).  Our disclosure-based approach, as outlined in 

the table below, is premised on the assumption that marijuana-related activities are conducted in 

compliance with the current laws and regulations of a U.S. state where such activities are legal.   

 

Industry 

Involvement 

Specific Disclosure Necessary to Fairly Present all  

Material Facts, Risks and Uncertainties
2
 

All Issuers with 

U.S. Marijuana-

Related 

Activities 

Describe the nature of the issuer’s involvement in the U.S. marijuana industry and include 

the disclosures indicated for at least one of the direct, indirect and ancillary industry 

involvement types noted in this table.  

Prominently state that marijuana is illegal under U.S. federal law and that enforcement of 

relevant laws is a significant risk.  

Discuss any statements and other available guidance made by federal authorities or 

prosecutors regarding the risk of enforcement action in any jurisdiction where the issuer 

conducts U.S. marijuana-related activities.   

Outline related risks including, among others, the risk that third party service providers 

could suspend or withdraw services and the risk that regulatory bodies could impose certain 

restrictions on the issuer’s ability to operate in the U.S.    

Given the illegality of marijuana under U.S. federal law, discuss the issuer’s ability to 

access both public and private capital and indicate what financing options are / are not 

available in order to support continuing operations.   

Quantify the issuer’s balance sheet and operating statement exposure to U.S. marijuana-

related activities.   

Disclose if legal advice has not been obtained, either in the form of a legal opinion or 

otherwise, regarding (a) compliance with applicable state regulatory frameworks and (b) 

potential exposure and implications arising from U.S. federal law.   

U.S.  Marijuana 

Issuers with 

direct 

involvement in 

cultivation or 

distribution
3
  

Outline the regulations for U.S. states in which the issuer operates and confirm how the 

issuer complies with applicable licensing requirements and the regulatory framework 

enacted by the applicable U.S. state.   

Discuss the issuer’s program for monitoring compliance with U.S. state law on an ongoing 

basis, outline internal compliance procedures and provide a positive statement indicating 

that the issuer is in compliance with U.S. state law and the related licensing framework.  

Promptly disclose any non-compliance, citations or notices of violation which may have an 

impact on the issuer’s licence, business activities or operations.     

  

                                                 
2 All issuers are expected to provide these disclosures.  We expect these disclosures to be clearly and prominently disclosed in 

prospectus filings and other required documents such as an issuer’s AIF, marketing materials, and MD&A (see for example Part 

2, Item 1.2 of Form 51-102F1 – Management’s Discussion & Analysis of NI 51-102).  In the context of a prospectus, such 

disclosure should include bold boxed cover page disclosure about the illegal nature of marijuana under U.S. federal law and the 

potential risks associated with this circumstance.  We also expect issuers who enter our capital markets through a reverse 

takeover or spinoff transaction to include these disclosures in their listing statement, or other documents, as applicable.     
3 Direct industry involvement arises when an issuer, or a subsidiary that it controls, is directly engaged in the cultivation or 

distribution of marijuana in accordance with a U.S. state license.   
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Industry 

Involvement 

Specific Disclosure Necessary to Fairly Present all 

Material Facts, Risks and Uncertainties
2 

U.S. Marijuana 

Issuers with 

indirect  

involvement in 

cultivation or 

distribution
4
 

Outline the regulations for U.S. states in which the issuer’s investee(s) operate.   

Provide reasonable assurance, through either positive or negative statements
5
, that the 

investee’s business is in compliance with applicable licensing requirements and the 

regulatory framework enacted by the applicable U.S. state.  Promptly disclose any non-

compliance, citations or notices of violation, of which the issuer is aware, that may have an 

impact on the investee’s licence, business activities or operations.     

U.S. Marijuana 

Issuers with 

material 

ancillary 

involvement
6
 

Provide reasonable assurance, through either positive or negative statements
7
, that the 

applicable customer’s or investee’s business is in compliance with applicable licensing 

requirements and the regulatory framework enacted by the applicable U.S. state.  

 

Staff expect that these disclosures, and any related risks, will be evaluated, monitored and 

reassessed by U.S. Marijuana Issuers on an ongoing basis and will be supplemented, amended 

and communicated forthwith to investors in public filings, including in the event of government 

policy changes or the introduction of new or amended guidance, laws or regulations regarding 

marijuana regulation.   

 

Responsibility remains with each U.S. Marijuana Issuer to ensure that it meets our disclosure 

expectations and the other requirements of securities laws. 

 

U.S. Marijuana Issuers who do not provide appropriate disclosure, including confirming how 

they comply with applicable regulatory frameworks, may be subject to regulatory action such as: 

 Receipt refusal in the context of prospectus offerings. 
 Requests for restatements of non-compliant filings. 
 Referrals for appropriate enforcement action.  

 

IV. Exchange Listings  

 

In determining whether to list entities with U.S. marijuana-related activities, each exchange 

applies its own listing requirements as outlined in its rules, including rules related to compliance 

with applicable laws.   

 

Different exchanges may make their own judgements in the application of their listing 

requirements and an independent assessment of compliance and risk-analysis.  Investors should 

be aware that even if an exchange lists a U.S. Marijuana Issuer that discloses the risks in 

                                                 
4 Indirect industry involvement arises when an issuer has a non-controlling investment in an entity who is directly involved in the 

U.S. marijuana industry.    
5 In circumstances where an issuer with indirect U.S. marijuana exposure holds one or more investments which are in the 

aggregate significant to the issuer, staff may consider whether negative statements (for example, indicating that the issuer is not 

aware of non-compliance) are sufficient. 
6 Ancillary industry involvement arises when an issuer provides goods and/or services not limited to financing, branding, recipes, 

leasing, consulting or administrative services to third parties who are directly involved in the U.S. marijuana industry.    
7 Negative statements may include statements indicating that the issuer is not aware of non-compliance.   
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accordance with this notice, the listing does not change the treatment of the issuer’s marijuana-

related activities under U.S. federal law.     

 

V. Ongoing Monitoring 

We continue monitoring industry developments. In the normal course, we consider the facts and 

circumstances of each issuer. In this context, there may exist fact patterns and novel business 

models in the U.S. marijuana industry, or in other industries engaged in U.S. marijuana-related 

activity, which may give rise to public interest concerns which cannot be addressed by 

disclosure.  In these circumstances, consideration will be given as to whether regulatory action is 

appropriate and warranted.  

 

VI. Questions 

Please refer your questions to any of the following:    
 

Ontario Securities Commission 

Sonny Randhawa 

Deputy Director, Corporate Finance 

416-204-4959 

srandhawa@osc.gov.on.ca 

 

Katrina Janke 

Senior Legal Counsel, Corporate Finance 

416-593-8297 

kjanke@osc.gov.on.ca 

 

Jonathan Blackwell 

Senior Accountant, Corporate Finance 

416-593-8138 

jblackwell@osc.gov.on.ca 

 

British Columbia Securities Commission 

Mike Moretto 

Chief of Corporate Disclosure, Corporate Finance 

604-899-6767 

mmoretto@bcsc.bc.ca 

 

Allan Lim 

Manager, Corporate Disclosure 

604-899-6780 

alim@bcsc.bc.ca 

 

Alberta Securities Commission 

Tom Graham 

Director, Corporate Finance 

403-297-5355 

tom.graham@asc.ca 
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Roger Persaud 

Senior Securities Analyst, Corporate Finance 

403-297-4324 

roger.persaud@asc.ca 

 

Autorité des marchés financiers 

Lucie J. Roy 

Senior Director, Corporate Finance 

514-395-0337, ext. 4361 

lucie.roy@lautorite.qc.ca 

 

Kristina Beauclair 

Analyst, Corporate Finance 

514-395-0337, ext. 4397 

kristina.beauclair@lautorite.qc.ca 

 

Financial and Consumer Affairs Authority of Saskatchewan 

Tony Herdzik 

Deputy Director, Corporate Finance 

306-787-5849 

tony.herdzik@gov.sk.ca 

 

Financial and Consumer Services Commission (New Brunswick) 
Susan Powell 

Deputy Director, Securities 

506-643-7697 

susan.powell@fcnb.ca 

 

Manitoba Securities Commission 

Wayne Bridgeman 

Deputy Director, Corporate Finance 

204-945-4905 

wayne.bridgeman@gov.mb.ca 

 

Nova Scotia Securities Commission 

Abel Lazarus 

Director, Corporate Finance  

902-424-6859 

abel.lazarus@novascotia.ca 
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B. Timely Disclosure

Introduction

Sec. 406.

It is a cornerstone policy of the Exchange that all persons investing in securities listed on the Exchange have equal
access to information that may affect their investment decisions. Public confidence in the integrity of the Exchange as a
securities market requires timely disclosure of material information concerning the business and affairs of companies
listed on the Exchange, thereby placing all participants in the market on an equal footing.

The timely disclosure policy of the Exchange is the primary timely disclosure standard for all TSX listed issuers.
National Policy 51-201 Disclosure Standards of the CSA, "Disclosure Standards", assists issuers in meeting their
legislative disclosure requirements. While the legislative and Exchange timely disclosure requirements differ
somewhat, the CSA clearly state in National Policy 51-201 Disclosure Standards that they expect listed issuers to
comply with the requirements of the Exchange.

To minimize the number of authorities that must be consulted in a particular matter, in the case of securities listed on
the Exchange, the Exchange is the relevant contact. The issuer may, of course, consult with the government securities
administrator of the particular jurisdiction. In the case of securities listed on more than one stock market, the issuer
should deal with each market.

The requirements of the Exchange and National Policy 51-201 Disclosure Standards are in addition to any applicable
statutory requirements. The Exchange enforces its own policy. Companies whose securities are listed on the
Exchange are legally obligated to comply with the provisions on timely disclosure set out in section 75 of the OSA and
the Regulation under the Act. Reference should also be made to National Instrument 71-102 continuous Disclosure
and Other Exemptions Relating to Foreign Issuers, National Instrument 55-102 System for Electronic Disclosure by
Insiders, and National Instrument 62-103 The Early Warning System and Related Take-Over bid and Insider Reporting
Issues.

In addition to the foregoing requirements, companies whose securities are listed on the Exchange and who engage in
mineral exploration, development and/or production, must follow the "Disclosure Standards for Companies Engaged in
Mineral Exploration, Development and Production" as outlined in Appendix B of this Manual for both their timely and
continuous disclosure.

The Market Surveillance Division monitors the timely disclosure policy on behalf of the Exchange.

Material Information

Definition

Sec. 407.

Material information is any information relating to the business and affairs of a company that results in or would
reasonably be expected to result in a significant change in the market price or value of any of the company's listed
securities.

Material information consists of both material facts and material changes relating to the business and affairs of a listed
company. In addition to material information, trading on the Exchange is sometimes affected by the existence of
rumours and speculation. Where this is the case, Market Surveillance may require that an announcement be made by
the company whether such rumours and speculation are factual or not. The policy of the Exchange with regard to
rumours is set out more fully in Section 414.

The timely disclosure policy of the Exchange is designed to supplement the provisions of the OSA, which requires
disclosure of any "material change" as defined therein. A report must be tiled with the OSC concerning any "material
change" as soon as practicable and in any event within ten days of the date on which the change occurs. The
Exchange considers that "material information" is a broader term than "material change" since it encompasses material
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facts that may not entail a "material change" as defined in the Act. It has long been the practice of most listed
companies to disclose a broader range of information to the public pursuant to the Exchange's timely disclosure policy
than a strict interpretation of the Act might require. Companies subject to securities legislation outside of Ontario
should be aware of their disclosure obligations in other jurisdictions.

It is the responsibility of each listed company to determine what information is material according to the above
definition in the context of the company's own affairs. The materiality of information varies from one company to
another according to the size of its profits, assets and capitalization, the nature of its operations and many other
factors. An event that is "significant" or "major" in the context of a smaller company's business and affairs is often not
material to a large company. The company itself is in the best position to apply the definition of material information to
its own unique circumstances. The Exchange recognizes that decisions on disclosure require careful subjective
judgments, and encourages listed companies to consult Market Surveillance when in doubt as to whether disclosure
should be made.

Rule: Immediate Disclosure

Sec. 408.

A listed company is required to disclose material information concerning its business and affairs forthwith upon the
information becoming known to management, or in the case of information previously known, forthwith upon it
becoming apparent that the information is material. Immediate release of information is necessary to ensure that it is
promptly available to all investors and to reduce the risk of persons with access to the information acting upon
undisclosed information. Unusual trading marked by significant changes in the price or trading volumes of any of a
company's securities prior to the announcement of material information is embarrassing to company management and
damaging to the reputation of the securities market, since the investing public may assume that certain persons
benefited from access to material information which was not generally disclosed.

In restricted circumstances disclosure of material information may be delayed for reasons of corporate confidentiality.
In this regard, see Sections 423.1 to 423.3.

Developments to be Disclosed

Sec. 409.

Companies are not required to interpret the impact of external political, economic and social developments on their
affairs, but if the external development will have or has had a direct effect on their business and affairs that is both
material in the sense outlined above and uncharacteristic of the effect generally experienced as a result of such
development by other companies engaged in the same business or industry, companies are urged, where practical, to
explain the particular impact on them. For example, a change in government policy that affects most companies in a
particular industry does not require an announcement, but if it affects only one or a few companies in a material way,
an announcement should be made.

The market price of a company's securities may be affected by factors directly relating to the securities themselves as
well as by information concerning the company's business and affairs. For example, changes in a company's issued
capital, stock splits, redemptions and dividend decisions may all impact upon the market price of a security.

Sec. 410.

Other actual or proposed developments that are likely to give rise to material information and thus to require prompt
disclosure include, but are not limited to, those listed below. Of course, any development must be material according to
the definition of material information before disclosure is required.

Many developments must be disclosed at the proposal stage, or before an event actually occurs, if the proposal gives
rise to material information at that stage. Announcements of an intention to proceed with a transaction or activity
should be made when a decision has been made to proceed with it by the board of directors of the company, or by
senior management with the expectation of concurrence from the board of directors. Subsequently, updates should be
announced at least every 30 days, unless the original announcement indicates that an update will be disclosed on
another indicated date. In addition, prompt disclosure is required of any material change to the proposed transaction,
or to the previously disclosed information.

Examples of developments likely to require prompt disclosure as referred to above include the following:

(a) Changes in share ownership that may affect control of the company.

(b) Changes in corporate structure, such as reorganizations, amalgamations, etc.
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(c) Take-over bids or issuer bids.

(d) Major corporate acquisitions or dispositions.

(e) Changes in capital structure.

(f) Borrowing of a significant amount of funds.

(g) Public or private sale of additional securities.

(h) Development of new products and developments affecting the company's resources, technology, products or
market.

(i) Significant discoveries by resource companies.

(j) Entering into or loss of significant contracts.

(k) Firm evidence of significant increases or decreases in near-term earnings prospects.

(l) Changes in capital investment plans or corporate objectives.

(m) Significant changes in management.

(n) Significant litigation.

(o) Major labour disputes or disputes with major contractors or suppliers.

(p) Events of default under financing or other agreements.

(q) Any other developments relating to the business and affairs of the company that would reasonably be expected
to significantly affect the market price or value of any of the company's securities or that would reasonably be
expected to have a significant influence on a reasonable investor's investment decisions.

Sec. 411.

Forecasts of earnings and other financial forecasts need not be disclosed, but where a significant increase or decrease
in earnings is indicated in the near future, such as in the next fiscal quarter, this fact must be disclosed. Forecasts
should not be provided on a selective basis to certain investors not involved in the management of the affairs of the
company. If disclosed, they should be generally disclosed. Reference should be made to National Policy 48 Future-
Oriented Financial Information of the Canadian Securities Administrators (Future-oriented Financial Information).

Market Surveillance

Monitoring Trading

Sec. 412.

Market Surveillance maintains a continuous stock watch programme which is designed to highlight unusual market
activity, such as unusual price and volume changes in a stock relative to its historical pattern of trading. Where unusual
trading activity takes place in a listed security, Market Surveillance attempts to determine the specific cause of such
activity. If the specific cause cannot be determined immediately, company management will be contacted. Should this
contact result in Market Surveillance staff becoming aware of a situation which requires a news release, the company
will be asked to make an immediate announcement. Should the company be unaware of any undisclosed
developments, Market Surveillance staff will continue to monitor trading and, if concerns continue, may ask the
company to issue a statement that it is not aware of any undisclosed devlopments that would account for the unusual
trading pattern.

Timing of Announcements

Sec. 413.

Market Surveillance has the responsibility of receiving all timely disclosure news releases from listed companies
detailing material information concerning their affairs. The overriding rule is that significant announcements are
required to be released immediately. Release of certain announcements may be delayed until the close of trading,
subject to the approval of Market Surveillance. Company officials are encouraged to seek assistance and direction
from Market Surveillance as to when an announcement should be released and whether trading in the company's
shares should be halted for dissemination of an announcement.
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Rumours

Sec. 414.

Unusual market activity is often caused by the presence of rumours. The Exchange recognizes that it is impractical to
expect management to be aware of, and comment on, all rumours, but when market activity indicates that trading is
being unduly influenced by rumours Market Surveillance will request that a clarifying statement be made by the
company. Prompt clarification or denial of rumours through a news release is the most effective manner of rectifying
such a situation. A trading halt may be instituted pending a "no corporate developments" statement from the company.
If a rumour is correct in whole or in part, immediate disclosure of the relevant material information must be made by the
company and a trading halt will be instituted pending release and dissemination of the information.

OSC Cease Trading Order

Sec. 415.

In certain circumstances trading in a listed security may be stopped by Market Surveillance as a result of a cease
trading order being issued by the OSC. Such an order may be issued by the OSC where it is of the opinion that a halt
in trading is in the public interest. However, Market Surveillance generally handles halts for the dissemination of
announcements of material information. Additional information with respect to trading halts is included in Sections 420
to 423.

Announcements of Material Information

Pre-Notification to Exchange

Sec. 416.

The Exchange's policy requires immediate release of material information except in unusual circumstances. While
Market Surveillance may permit certain news releases to be issued after the close of trading, the policy of immediate
disclosure frequently requires that news releases be issued during trading hours, especially when an important
corporate development has occurred. If this is the case, it is absolutely essential that company officials notify Market
Surveillance prior to the issuance of a news release. Market Surveillance staff will then be in a position to determine
whether trading in any of the company's securities should be temporarily halted. Also, if the Exchange is not advised of
news releases in advance, any subsequent unusual trading activity will generate enquiries and perhaps a halt in
trading.

Regardless of when an announcement involving material information is released, Market Surveillance must be advised
of its content and supplied with a copy in advance of its release. Market Surveillance must also be advised of the
proposed method of dissemination. Market Surveillance must be advised by telephone in advance if an announcement
is ready to be made during trading hours, and submission of a written copy of the release should follow. Where an
announcement is to be released after the Exchange has closed, Market Surveillance staff should be advised before
trading opens on the next trading day. Copies may be faxed or hand delivered to Market Surveillance.

Market Surveillance coordinates trading halts with other exchanges and markets where a company's securities are
listed or traded elsewhere. A convention exists that trading in a security traded in more than one market shall be halted
and resumed at the same time in each market. Failing to pre-notify the Exchange of an imminent material
announcement could disrupt this system.

Dissemination

Sec. 417.

After notifying Market Surveillance, a news release must be transmitted to the media by the quickest possible method,
and by one that provides the widest dissemination possible. To ensure that the entire financial community is aware of
the news at the same time, a wire service or combination of services) must be used which provides national and
simultaneous coverage.

The Exchange accepts the use of any news services that meet the following criteria:

• dissemination of the full text of the release to the national financial press and to daily newspapers that provide
regular coverage of financial news;

• dissemination to all Participating Organizations; and
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• dissemination to all relevant regulatory bodies.

Companies are also expected to use services such as Dow Jones and Reuters that provide wide dissemination at no
charge to the issuer. However, companies should be aware that these services do not carry all releases and may
substantially edit releases they do carry. News services that guarantee that the full text of the release will be carried
are required to be used.

Dissemination of news is essential to ensure that all investors trade on equal information. The onus is on the listed
company to ensure appropriate dissemination of news releases, and any failure to properly disseminate news shall be
deemed to be a breach of this policy and shall be grounds for suspension of trading or delisting of the company's
securities. In particular, the Exchange will not consider relieving a company from its obligation to disseminate news
properly because of cost factors.

Content of Announcements

Sec. 418.

Announcements of material information should be factual and balanced, neither overemphasizing favourable news nor
under-emphasizing unfavourable news. Unfavourable news must be disclosed just as promptly and completely as
favourable news. It is appreciated that news releases may not be able to contain all the details that would be included
in a prospectus or similar document. However, news releases should contain sufficient detail to enable media
personnel and investors to appreciate the true substance and importance of the information so that investors may
make informed investment decisions. The guiding principle should be to communicate clearly and accurately the nature
of the information, without including unnecessary details, exaggerated reports or editorial commentary designed to
colour the investment community's perception of the announcement one way or another. The company should be
prepared to supply further information when appropriate, and the Exchange recommends that the name and telephone
number of the company official to contact be provided in the release.

Misleading Announcements

Sec. 419.

While the policy of the Exchange is that all material information must be released immediately, judgment must be
exercised by company officials as to the timing and propriety of any news releases concerning corporate
developments, since misleading disclosure activity designed to influence the price of a security is considered by the
Exchange to be improper. Misleading news releases send signals to the investment community which are not justified
by an objective examination of the facts, and may detract from the credibility of the company. Announcements of an
intention to proceed with a transaction or activity should not be made unless the company has the ability to carry out
the intent (although proceeding may be subject to contingencies) and a decision has been made to proceed with the
transaction or activity by the board of directors of the company, or by senior management with the expectation of
concurrence from the board of directors. Disclosure of corporate developments must be handled carefully and requires
the exercise of judgment by company officials as to the timing of an announcement of material information, since either
premature or late disclosure may result in damage to the reputation of the securities markets.

Trading Halts

When Trading May Be Halted

Sec. 420.

The Exchange's objective is to provide a continuous auction market in listed securities. The guiding principle is
therefore to reduce the frequency and length of trading halts as much as possible.

Trading may be halted in the securities of a listed company upon the occurrence of a material change during normal
trading hours, which requires immediate public disclosure. The determination that trading should be halted is made by
Market Surveillance. Market Surveillance determines the amount of time necessary for dissemination in any particular
case, which determination is dependent upon the significance and complexity of the announcement.

It is neither the intention nor practice of Market Surveillance to halt trading for all news releases from listed companies.
A news release is discussed by Market Surveillance and the listed company prior to its release and a determination is
made as to whether a trading halt is justified based upon the impact which the particular announcement is expected to
have on the market for the company's securities.

A halt in trading does not reflect upon the reputation of management of a company nor upon the quality of its
securities. Indeed, trading halts for material information announcements are usually made at the request of the listed
company involved. Market Surveillance normally attempts to contact a company before imposing a halt in trading.
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Requests for Trading Halts

Sec. 421.

It is not appropriate for a listed company to request a trading halt in a security if a material announcement is not going
to be made forthwith.

When a listed company (or its advisors) requests a trading halt for an announcement, the company must provide
assurance to Market Surveillance that an announcement is imminent. The nature of this announcement and the current
status of events shall be disclosed to Market Surveillance, in order the staff can assess the need for and appropriate
duration of a trading halt.

Length of Trading Halts

Sec. 422.

When a halt in trading is necessary, trading is normally interrupted for a period of less than two hours. In the normal
course, the announcement should be made immediately after the halt is imposed and trading will resume within
approximately one hour of the dissemination of the announcement through major news wires.

A trading halt in a security shall not normally extend for a period longer than 24 hours from the time the halt was
imposed. This is a maximum time period intended to address unusual situations. The only exception to the 24-hour
time limit is where Market Surveillance determines that resumption of trading would have a significant negative impact
on the integrity of the market.

Failure to Make an Announcement Immediately

Sec. 423.

If trading is halted but an announcement is not immediately forthcoming as expected, Market Surveillance will establish
a reopening time, which shall not be later than 24 hours after the time that the halt was imposed (excluding
nonbusiness days). If the company fails to make an announcement. Market Surveillance will issue a notice stating that
trading was halted for dissemination of news or for clarification of abnormal trading activity, that an announcement was
not immediately forthcoming, and that trading will therefore resume at a specific time.

When Market Surveillance advises a company in applying this Section 423 that it will announce the reopening of
trading the company should reconsider, in light of its responsibility to make timely disclosure of all material information,
whether it should issue a statement prior to the reopening becoming effective to clarify why it requested a trading halt
(if this is the case) and why it is not able to make an announcement prior to the reopening of trading.

Confidentiality

When Information May Be Kept Confidential

Sec. 423.1.

In restricted circumstances disclosure of material information concerning the business and affairs of a listed company
may be delayed and kept confidential temporarily where immediate release of the information would be unduly
detrimental to the interests of the company.

Examples of instances in which disclosure might be unduly detrimental to the company's interests are as follows:

(a) Release of the information would prejudice the ability of the company to pursue specific and limited objectives or
to complete a transaction or series of transactions that are under way. For example, premature disclosure of the
fact that a company intends to purchase a significant asset may increase the cost of making the acquisition.

(b) Disclosure of the information would provide competitors with confidential corporate information that would be of
significant benefit to them. Such information may be kept confidential if the company is of the opinion that the
detriment to it resulting from disclosure would outweigh the detriment to the market in not having access to the
information. A decision to release a new product, or details on the features of a new product may be withheld for
competitive reasons. Such information should not be withheld if it is available to competitors from other sources.

(c) Disclosure of information concerning the status of ongoing negotiations would prejudice the successful
completion of those negotiations. It is unnecessary to make a series of announcements concerning the status of
negotiations with another party concerning a particular transaction. If it seems that the situation is going to
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stabilize within a short period, public disclosure may be delayed until a definitive announcement can be made.
Disclosure should be made once "concrete information" is available, such as a final decision to proceed with the
transaction or, at a later point in time, finalization of the terms of the transaction.

Sec. 423.2.

It is the policy of the Exchange that the withholding of material information on the basis that disclosure would be unduly
detrimental to the company's interests must be infrequent and can only be justified where the potential harm to the
company or to investors caused by immediate disclosure may reasonably be considered to outweigh the undesirable
consequences of delaying disclosure, keeping in mind at all times the considerations that have given rise to the
Exchange's immediate disclosure policy. While recognizing that there must be a trade-off between the legitimate
interests of a company in maintaining secrecy and the right of the investing public to disclosure of corporate
information, the Exchange discourages delaying disclosure for a lengthy period of time, since it is unlikely that
confidentiality can be maintained beyond the short term.

Maintaining Confidentiality

Sec. 423.3.

If disclosure of material information is delayed, complete confidentiality must be maintained. In the event that such
confidential information, or rumours respecting the same, is divulged in any manner (other than in the necessary
course of business), the company is required to make an immediate announcement on the matter, Market Surveillance
must be notified of the announcement in advance in the usual manner. During the period before material information is
disclosed, market activity in the company's securities should be closely monitored. Any unusual market activity
probably means that news of the matter is being disclosed and that certain persons are taking advantage of it. In such
case, Market Surveillance should be advised immediately, and a halt in trading will be imposed until the company has
made disclosure on the matter.

At any time when material information is being withheld from the public, the company is under a duty to take
precautions to keep such information completely confidential. Such information should not be disclosed to any officers
or employees of the company, or to the company's advisors, except in the necessary course of business. The
directors, officers and employees of a listed company should be reminded on a regular basis that confidential
information obtained in the course of their duties must not be disclosed. It is contrary to law under the OSA for any
person in a "special relationship" with a company to make use of undisclosed material information. This point is
discussed in Section 423.4.

Listed companies must comply with the provisions of section 75 of the OSA requiring confidential disclosure to the
OSC of any "material change" that is not immediately being disclosed to the public.

Insider Trading

Law

Sec. 423.4.

Every listed company should have a firm rule prohibiting those who have access to confidential information from
making use of such information in trading in the company's securities before the information has been fully disclosed to
the public and a reasonable period of time for dissemination of the information has passed.

Insider trading is strictly regulated by Part XXI and sections 76 and 134 of the OSA and the Regulation under the Act.
The securities laws of other provinces also regulate insider trading in their respective jurisdictions. Insider trading in the
securities of companies incorporated under the ('Canada Business Corporations Act is also regulated by Part Xl of that
Act. The definition of an "insider" will vary from statute to statute, but in any case will include directors and senior
officers of the company and large shareholders. In Ontario directors and senior officers of any company that is itself an
insider of a second company are considered insiders of that second company. It is recommended that directors and
officers of listed companies be fully conversant with all applicable legislation concerning insider trading.

The OSA requires insiders who own securities of a listed company to file an initial report with the OSC upon becoming
insiders and to report all trades made in the securities of the company of which they are insiders.

In addition, section 76 of the OSA prohibits any person or company in a "special relationship" with a listed company
from trading on the basis of undisclosed material information on the affairs of that company. Those considered to be in
a "special relationship" with a listed company include those who are insiders, affiliates or associates of the listed
company, a person or company proposing to make a take-over bid of the listed company, and a person or company
proposing to become a party to a reorganization, amalgamation, merger or similar business arrangement with the listed
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company. A person or company in a "special relationship" also includes those involved, or which were involved, in the
provision of business or professional services for the listed company, including employees.

An indefinite chain of "tippees" is created by including in the "special relationship" category persons or companies who
acquire information from a source known to them to have a "special relationship" with the listed company.

In any situation where material information is being kept confidential because disclosure would be unduly detrimental
to the best interests of the company, management is under a duty to take every possible precaution to ensure that no
trading whatsoever takes place by any insiders or persons in a "special relationship" with the company, such as
lawyers, engineers and accountants, in which use is made of such information before it is generally disclosed to the
public. Similarly, undisclosed material information cannot be passed on or "tipped" to others who may benefit by
trading on the information.

In the event that Market Surveillance is of the opinion that insider or improper trading may have occurred before
material information has been disclosed and disseminated, the Exchange requires an immediate announcement to be
made disclosing the material information of which use is being made.

Guidelines—Disclosure, Confidentiality Guidelines and Employee Trading

Sec. 423.5.

Companies listed on the Exchange must comply with two sets of rules:

• securities law governing corporate disclosure, confidentiality and employee trading

• the Exchanges policy on timely disclosure (Sections 406 to 423.4), which expands on the requirements of
securities law.

Collectively, these rules are referred to as the Disclosure Rules. Compliance with them is essential to maintaining
investor confidence in the integrity of the Exchanges market and its listed companies.

Each listed company should establish a clear written policy to help it comply with the Disclosure Rules. The guidelines
in Sections 423.6 to 423.8 are intended to help companies establish their policies. They should be viewed as a means
to an end (compliance with the Disclosure Rules) and not as an end in themselves.

These guidelines are not hard and fast rules, and will not be appropriate for every listed company. The TSX recognizes
that company policies will vary depending on the company's size and corporate culture.

Every company's policy, however, should:

• describe the procedures to be followed and spell out the consequences of violations

• be updated regularly

• be brought to the attention of employees regularly.

The policy should also give specific guidance in the following areas:

• disclosing material information

• maintaining the confidentiality of information

• restricting employee trading.

Disclosing Material Information

Sec. 423.6.

The Disclosure Rules state that material information is information about a company that has a significant effect, or
would reasonably be expected to have a significant effect, on the market price of the company's securities. A company
must disclose material information to the public immediately. For exceptions, please see Section 423.7, "Maintaining
the Confidentiality of Information".

Guidelines

The Exchange suggests that the company's policy include provisions to assist management in determining:

• if the information is material and must therefore be disclosed
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• when and how the material is to be disclosed

• the content of any press release disclosing the information.

Specific corporate officers should be made responsible for disclosing material information.

These officers would:

• be completely familiar with the company's operations

• be kept up to date on any pending material developments

• have a sufficient understanding of the disclosure rules to be able to decide whether or not a piece of information is
material

• be responsible for communications with the media, shareholders and securities analysts

• have back-ups assigned, in case they are unavailable.

To assist these officers, it might be helpful for them to have access to a file containing all relevant public information
about the company, including news releases, brokerage research reports and debriefing notes following analyst
contacts.

Different corporate officers may be designated for different circumstances. For example, a specific employee might be
designated as a corporate spokesperson for a particular area of operations or a particular press release. At the same
time investor relations personnel might be designated as the contact for shareholders, the media and analysts, but not
have the authority to issue a particular press release.

The names of the designated officers, the names of their hack-ups, and their areas of responsibility should be given to
Market Surveillance. Market Surveillance may need to contact them in the event of unusual trading in the company's
securities.

Avoid situations where:

• delays occur because the person responsible for disclosure is unavailable or cannot be located

• employees other than designated spokespersons comment on material corporate developments.

Maintaining the Confidentiality of Information

Sec. 423.7.

The Disclosure Rules allow that if the early disclosure of material information would be unduly detrimental to the
company, that information may be kept confidential for a limited period of time. To keep material information completely
confidential, companies should:

• not disclose the information to anybody, except in the necessary course of business

• make sure that if the information has been disclosed in the necessary course of business, everyone understands
that it is to be kept confidential

• make sure that there is no selective disclosure of confidential information to third parties, for example, in a
meeting with an analyst. This is tipping, which is prohibited under securities law.

In the event that selective disclosure of confidential information inadvertently occurs, the company must immediately
disclose the information publicly by issuing a press release.

Guidelines

The Exchange suggests that a company's policy might:

• limit the number of people with access to confidential information

• require confidential documents to be locked up and code names to be used if necessary

• make sure that confidential documents cannot be accessed through technology such as shared servers

• educate all staff about the need to keep certain information confidential, not to discuss confidential information
when they may be overheard, and not to discuss investment in the company, for example, in an investment club,
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when they are aware of confidential information (so that they don't influence the investments of other people,
when they themselves are not allowed to trade).

Restrictions on Employee Trading

Sec. 423.8.

The Disclosure Rules require that employees with access to material information be prohibited from trading until the
information has been fully disclosed and a reasonable period of time has passed for the information to be
disseminated. This period may vary, depending on how closely the company is followed by analysts and institutional
investors.

This prohibition applies not only to trading in company securities, but also to trading in other securities whose value
might be affected by changes in the price of the company's securities. For example, trading in listed options or
securities of other companies that can be exchanged for the company's securities is also prohibited.

In addition, if employees become aware of undisclosed material information about another public company such as a
subsidiary, they may not trade in the securities of that other company.

In the case of pending transactions, the circumstances of each case should be considered in determining when to
prohibit trading. In some cases, prohibition may be appropriate as soon as discussions about the transaction begin.
The definition of materiality helps determine when trading should be prohibited in the case of pending transactions.
Trading must be prohibited once the negotiations have progressed to a point where it reasonably could be expected
that the market price of the company's securities would materially change if the status of the transaction were publicly
disclosed. As the transaction becomes more concrete, it is more likely that the market will react. This prohibition on
trading will often come into effect before the point in time when it must be disclosed publicly. In all situations, it is a
judgment call as to when employee trading should be restricted.

Guidelines

The Exchange suggests that a company's policy address trading blackouts. Trading blackouts are periods of time
during which designated employees cannot trade the company's securities or other securities whose price may be
affected by a pending corporate announcement. A trading blackout:

• prohibits trading before a scheduled material announcement is made (such as the release of financial statements)

• may prohibit trading before an unscheduled material announcement is made, even if the employee affected
doesn't know that the announcement will be made

• prohibits trading for a specific period of time after a material announcement has been made.

It is easiest to implement a policy on trading blackouts that applies to scheduled announcements, such as the release
of financial statements. In this case the policy might:

• prohibit trading by employees for a certain number of days before and after the release of financial statements

• provide "open windows", which are limited periods of time following the release of financial statements during
which employees may trade.

It is more problematic to implement a policy on trading blackouts for unscheduled announcements. A company should
make the following decisions about its policy on trading blackouts according to its particular circumstances:

• should the policy apply to employees other than those already prevented from trading by insider trading rules (for
example, senior employees not directly involved in the material transaction)?

• would telling an employee not to trade tip them off as to the content of the pending announcement?

If a company decides to implement a preannouncement blackout policy, it might want to consider one of the following
options:

• without giving a reason, instruct employees not to trade until further notice if there is a pending undisclosed
material development

• require employees to obtain approval before trading, on the understanding that this approval will be denied if any
material information has not been disclosed.

A company policy on post-announcement trading blackouts should:
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• state whether the blackout rules apply to all staff or only to those involved in the material transaction

• allow the market time to absorb the information before employees can resume trading. The amount of time that
the market needs to absorb the information and set a new price level will depend upon the size of the company
and to what extent it is tracked by analysts and investors.

The Exchange also suggests that a company:

• circulate some basic do's and don'ts about employee trading to all their staff

• designate a contact person who is familiar with the disclosure rules and who can help employees determine
whether or not they may trade in a given circumstance

• set expiry dates for the exercise of stock options and other such compensation plans so that the expiry dates
normally would fall after the release of financial statements

• educate employees about any additional specific trading restrictions that may apply to them (for example, section
130 of the Canada Business Corporations Act generally prohibits insiders of CBCA companies from selling that
company's shares short, or from buying or selling put or call options on the shares. Insiders of companies which
have to report under the U.S. Securities Exchange Act of 1934 may be subject to other restrictions, such as
liability to account (for short swing profits.)

• decide whether employees who are subject to more stringent trading restrictions, and who are not required by law
to file insider trading reports, should have to report details of their trading to the company

• decide whether the company should review insider trading reports to make sure that employees have complied
with company policy and disclosure rules.

Electronic Communications Disclosure Guidelines

Sec. 423.9.

For financial markets, the Internet may be the greatest leap forward in providing information and analysis since the
advent of electronic communications. It is putting relevant information at investors' fingertips—instantaneously and
simultaneously. But the Internet also poses regulatory challenges. In a world in which information is more readily
available than ever, it is more important than ever that it be accurate, timely and up-to-date. With this in mind, TSX has
developed these electronic communications guidelines to assist listed issuers to meet their investors' informational
needs.

Part II reminds issuers that applicable disclosure rules apply to all corporate disclosure through electronic
communications and must be followed by each issuer. Disclosure of information by an issuer through its web site or
e-mail will not satisfy the issuer's disclosure obligations. The corporation must continue to use traditional means of
dissemination. Part III sets out the guidelines that apply directly to the Internet and other electronic media. The overall
objective of the guidelines is to encourage the use of electronic media to make investor information accessible,
accurate and timely. The challenge of regulating electronic media is to ensure that regulatory concerns are addressed
without impeding innovation.

Sec. 423.10.

These guidelines should be read with TSX's Timely Disclosure requirements and related guidelines ("TSX Timely
Disclosure Policy").

Web sites, electronic mail ("e-mail") and other channels available on the Internet are media of communication available
to listed issuers for corporate disclosure. Each of these media provides opportunities for an issuer to broadly
disseminate investor relations information. There are, however, a number of issues that an issuer must consider when
it goes online. Investor relations information that is disclosed electronically using these new media should be viewed by
the issuer as an extension of its formal corporate disclosure record. As such, these electronic communications are
subject to securities laws and TSX standards and should not be viewed merely as a promotional tool.

TSX strongly recommends that all listed issuers maintain a corporate web site to make investor relations information
available electronically.

Current securities filings of listed issuers such as financial statements, AlFs, annual reports and prospectuses are
maintained on the SEDAR web site operated by CDS. In addition, TSX maintains a profile page on each listed issuer
on its web site ("tsx.com"). Further, many news wire services post listed issuer news releases on their web sites. Since
these various sites are not all connected, it may be difficult and time consuming for an investor to search the Internet
and obtain all relevant investor relations information about a particular issuer. If an issuer creates its own web site, it
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can ensure that all of its investor relations information is available through one site and can provide more information
than is currently available online. For example, SEDAR contains only mandatory corporate filings, while an issuer's site
may carry a wealth of supplemental information, such as fact sheets, fact books, slides of investor presentations,
transcripts of investor relations conferences and webcasts.

Disclosure by the Internet alone will not meet an issuer's disclosure requirements and an issuer must continue to use
traditional means of dissemination.

Electronic communications do not reach all investors. Investors who have access to the Internet will be unaware that
new information is available unless the issuer notifies them of an update.

Applicable Disclosure Standards

Sec. 423.11.

Distribution of information via a web site, e-mail or otherwise via the Internet is subject to the same laws as traditional
forms of dissemination such as news releases. In establishing electronic communications, an issuer should have
special regard to disclosure requirements under all applicable securities laws. Issuers should refer to TSX Timely
Disclosure Policy, National Policy No. 51-201, Disclosure Standards, National Policy 11-201, Delivery of Documents by
Electronic Means, and National Policy 47-201, Trading Securities Using the Internet and Other Electronic Means.
Issuers should be aware of disclosure requirements in all jurisdictions in which they are reporting issuers. Also, there
are constant developments regarding electronic disclosure of material information by issuers and issuers must be
aware of the impact of all such developments on their disclosure practices.

These standards apply to all corporate disclosure through electronic communications and must be followed by each
issuer.

1. Electronic communications cannot be misleading—An issuer must ensure that material information posted on its
web site is not misleading. Material information is misleading if it is incomplete, incorrect or omits a fact so as to
make another statement misleading. Information may also be misleading if it is out of date.

(a) Duty to correct and update—A web site should be a complete repository of current and accurate investor
relations information. Viewers visiting a web site expect that they are viewing all the relevant information
about an issuer and that the information provided to them by the issuer is accurate in all material respects.
An issuer has the duty to include on its web site all material information and to correct any material
information available on its web site that is misleading. It is not sufficient that the information has been
corrected or updated elsewhere.

It is possible for information to become inaccurate over time. An issuer must regularly review and update or
correct the information on the site.

(b) Incomplete information or material omissions—Providing incomplete information or omitting a material fact
is also misleading. An issuer must include all material disclosed information. It must include all news
releases, not just favourable ones. Similarly, documents should be posted in their entirety. If this is
impractical for a particular document, such as a technical report with graphs, charts or maps, care must be
taken to ensure that an excerpt is not misleading when read on its own. In such circumstances, it may be
sufficient to post the executive summary.

(c) Information must be presented in a consistent manner—Investor relations information that is disclosed
electronically should be presented in the same manner online as it is offline. Important information should
be displayed with the same prominence and a single document should not be divided into shorter, linked
documents that could obscure or "bury" unfavourable information. While issuers may divide a lengthy
document into sections for ease of access and downloading, issuers must ensure that the full document
appears on the site, that each segment is easily accessible and that the division of the document has not
altered the import of the document or any information contained in it.

2. Electronic communications cannot be used to "tip" or leak material information—An issuer's internal employee
trading and confidentiality policies should cover the use of electronic forms of communication. Employees must
not use the Internet to tip or discuss in any form undisclosed material information about the issuer.

An issuer must not post a material news release on a web site or distribute it by e-mail or otherwise on the
Internet before it has been disseminated on a news wire service in accordance with TSX Timely Disclosure
Policy.

3. Electronic communications must comply with securities laws—An issuer should have special regard to securities
laws and, in particular, registration and filing requirements, which may be triggered if it posts any document
offering securities to the general public on its web site. If a listed issuer is considering a distribution of securities,
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it should carefully review its web site in consultation with the issuer's legal counsel in advance of and during the
offering. The Internet is increasingly becoming an important tool to communicate information about public
offerings to shareholders and investors. Nevertheless, the release of information and promotional materials
relating to a public offering before or during the offering is subject to restrictions under securities laws.
Documents related to a distribution of securities should only be posted on a web site if they are filed with and
receipted by the appropriate securities regulators in the applicable jurisdictions. All promotional materials related
to a distribution of securities should be reviewed with the issuer's legal advisors before they are posted on a web
site to ensure that such materials are consistent with the disclosure made in the offering documents and that the
posting of such materials to a web site is permitted under applicable securities laws.

Anyone, anywhere in the world can access a web site. Special regard should be made to foreign securities laws,
some of which may be stricter than Ontario laws. Foreign securities regulators may take the view that posting
offering documents on a web site that can be accessed by someone in their jurisdiction constitutes an offering in
that jurisdiction unless appropriate disclaimers are included on the document or other measures are taken to
restrict access. Reference should be made to the guidelines issued by other jurisdictions such as those issued by
the U.S. Securities and Exchange Commission for issuers who use Internet web sites to solicit offshore securities
transactions and clients without registering the securities in the United States.

Electronic Communication Guidelines

Sec. 423.12.

TSX recommends that listed issuers follow these guidelines when designing a web site, establishing an internal e-mail
policy or disseminating information over the Internet.

Unlike the disclosure rules which are applicable to all electronic communications, these guidelines are not hard and
fast rules which must be followed. Aspects of these guidelines may not be appropriate for every issuer. An issuer
should tailor these guidelines to create an internal policy that is suitable to its particular needs and resources.

Each listed issuer should establish a clear written policy on electronic communications as part of its existing policies
governing corporate disclosure, confidentiality and employee trading. Please refer to TSX Timely Disclosure Policy.

TSX suggests that the policy describe how its electronic communications are to be structured, supervised and
maintained. The policy should be reviewed regularly and updated as necessary. To ensure that the policy is followed, it
should be communicated to all individuals of the issuer to whom it will apply.

1. Who should monitor electronic communications—TSX recommends that one or more of the officers appointed
under the issuer's disclosure policy be made responsible for maintaining, updating and implementing the issuer's
policies on electronic communications. Reference should be made to TSX Timely Disclosure Policy. These
officers should ensure that all investor relations information made available by the issuer on the web site,
broadcast via e-mail or otherwise on the Internet complies with applicable securities laws and internal policies.
This responsibility includes ensuring the issuer web site is properly reviewed and updated.

2. What should be on the Web site'?

(a) All corporate "timely disclosure" documents and other investor relations information—TSX recommends
that issuers take advantage of Internet technologies and make available through an issuer web site all
corporate "timely disclosure" documents and other investor relations information that it deems appropriate.
As stated, however, the posting of such documents and information on the web site does not fulfill the
issuer's obligation to disseminate such information through a timely news release.

An issuer may either post its own investor relations information or establish links, frequently called "hyper-
links", to other web sites that also maintain publicly disclosed documents on behalf of the issuer such as
news wire services, SEDAR and stock quote services. "Investor relations information" includes all material
public documents such as: the annual report; annual and interim financial statements; the Annual
Information Form; news releases; material change reports; information regarding DRIPs; declarations of
dividends; redemption notices; management proxy circulars; and any other communications to
shareholders.

TSX recommends that an issuer post its investor relations information, particularly its news releases, as
soon as possible following dissemination. Documents that an issuer files on SEDAR should be posted
concurrently on its web site, as suggested in National Policy 51-201, Disclosure Standards or the issuer
could create a hyper-link to the SEDAR web site. If an issuer chooses to link to SEDAR or to a news wire
web site, a link can be provided directly to the issuer's page on that site, provided that the terms and
conditions of the site to which the link is provided do not place restrictions on "deep-linking" as this practice

is sometimes referred to, or object to "framing"1. An issuer providing deep-linking from its web site to a third
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party web site should consult its legal advisors to assess the legal issues surrounding deep-linking and to
ensure the proposed link is effected properly. The practice of deep-linking has given rise to a number of
legal issues, including whether permission from the third party must be sought in order to access a web site
other than through the homepage and whether the issuer may incur liability in sending a user to a third
party site bypassing any disclaimers posted on the homepage of the third party site.

Links to other web sites should be checked regularly to ensure they still work, are up-to-date and accurate.
In addition, a disclaimer should be included on the issuer's web site, preferably via a pop-up window, clearly
stating that the viewer is leaving the issuer web site and that the issuer is not responsible for the content,
accuracy or timeliness of the other site.

(b) All supplemental information provided to analysts and other market observers but not otherwise distributed
publicly—TSX recommends that an issuer that distributes non-material investor relations information to
analysts and institutional clients make such supplemental information available to all investors.
Supplemental information includes such materials as fact sheets, fact books, slides of investor
presentations and transcripts of management investor relations speeches and other materials distributed at
investor presentations. Posting supplemental information on a web site is a very useful means of making it
generally available.

Keeping in mind that an issuer should design its web site to meet its business needs, TSX recommends
that an issuer post all supplemental information on its web site, unless the volume or format makes it
impractical. If this is the case, the issuer should describe the information on the web site and provide a
contact for the information so that an investor may contact the issuer directly either to obtain a copy of the
information or to view the information at the issuer's offices.

In addition to any supplemental information provided by the issuer to analysts, TSX recommends that
whenever an issuer is making a planned disclosure of material corporate information in compliance with
TSX Timely Disclosure Policy and related guidelines, it should also consider providing dial-in and/or web
replay or make transcripts of the related conference call available for a reasonable period of time after the
call.

(c) Investor relations contact information—TSX suggests that an issuer provide an e-mail link on its web site
for investors to communicate directly with an investor relations representative of the issuer. The issuer
policy should specify who may respond to investor inquiries and should provide guidance as to the type of
information that may be transmitted electronically. When distributing information electronically the issuer
must adhere to TSX and legislative disclosure requirements in order to minimize the potential of selective
disclosure of information.

To assure rapid distribution of material information to internet users who follow the issuer, an issuer may
consider establishing an e-mail distribution list, permitting users who access its web site to subscribe to
receive electronic delivery of news directly from the issuer. Alternatively, an issuer may consider using
software that notifies subscribers automatically when the issuer's web site is updated. The issuer must note,
however, that any electronic distribution of material information must be made after the information has
been disseminated on a news wire service.

(d) Online conferences—TSX recommends that issuers hold analyst conference calls and industry
conferences in a manner that enables any interested party to listen either by telephone and/or through a
web cast, in accordance with s. 6.7(1) of National Policy No. 51-201, Disclosure Standards.

If an issuer chooses to participate in an online news or investor conference. TSX suggests that participation
by the issuer in such online conferences should be governed by the same policy that the issuer has
established in respect of its participation in other conferences such as analyst conference calls.

3. What should not be distributed via electronic communications

(a) Employee misuse of electronic communications—Access to e-mail and the Internet can be valuable tools
for employees to perform their jobs; however, TSX recommends that clear guidelines should be established
as to how employees may use these new media. These guidelines should be incorporated into the issuer's
disclosure, confidentiality and employee trading policy. Employees should be reminded that their corporate
e-mail address is an issuer address and that all correspondence received and sent via e-mail is to be
considered corporate correspondence.

Appropriate guidelines should be established about the type of information that may be circulated by e-mail.

An issuer should prohibit its employees from participating in Internet chat rooms2 or newsgroups3 in
discussions relating to the issuer or its securities. As stated in s. 6.13 of National Policy 51-201, Disclosure
Standards, an issuer should also consider requiring employees to report to a designated issuer official any
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discussion pertaining to the issuer which they find on the Internet. Moreover, communications over the
Internet via e-mail may not be secure unless the issuer has appropriate encryption technology. Employees
should be warned of the danger of transmitting confidential information externally via unencrypted e-mail.

(b) Analyst reports and third party information—As a general practice, TSX recommends that an issuer not
post any investor relations information on its web site that is authored by a third party, unless the
information was prepared on behalf of the issuer, or is general in nature and not specific to the issuer. For
example, if an issuer posts an analyst report or consensus report on its web site, it may be seen to be
endorsing the views and conclusions of the report. By posting such information on its site, an issuer may
become "entangled" with the report and be legally responsible for the content even though it did not author
it. This could also give rise to an obligation to correct the report if the issuer becomes aware that the
content is or has become misleading (for example, if the earnings projection is too optimistic).

While TSX recommends that issuers refrain from posting analyst and consensus reports on their web sites,
it recognizes that some issuers take a different view. If an issuer chooses to post any third party reports on
its web site, TSX recommends that extreme caution be exercised. An issuer's policy on posting analyst
reports should address the following concerns:

• permission to reprint a report should be obtained in advance from the third party, since reports are
subject to copyright protection;

• the information should clearly be identified as representing the views of the third party and not
necessarily those of the issuer;

• the entire report should be reproduced so that it is not misleading;

• any updates, including changes in recommendations, should also be posted so the issuer's web site
wilt not contain out-of-date and possibly misleading information;

• all third party reports should be posted.

Instead of posting third party reports on its web site, an alternative approach is for an issuer to provide a list
of all analysts who follow the issuer or all consensus reports issued regarding the issuer together with
contact information so that investors may contact the third party directly. If an issuer chooses to provide its
investors with a list of analysts and other third party authors, the list should be complete and include all
analysts and other third party authors that the issuer knows to follow it, regardless of the content of their
reports. Since issuers are not obligated to keep track of every third party that follows them or develops a
consensus report regarding the issuer, it may be onerous to compile an accurate and complete list that is
not misleading to investors.

Concerns also exist regarding the posting of media articles, including radio, television and online news
reports, about an issuer on the issuer's web site. TSX recommends that issuers refrain from posting media
articles on their web sites as it is very difficult for an issuer to ensure that it is posting all relevant articles to
its web site. If an issuer chooses to do so, it must make every effort to ensure that all significant articles
concerning the issuer are posted to the web site and that negative and positive articles are given similar
prominence. Also, given the frequency with which media articles may appear, the issuer will have to
regularly update the articles posted on its web site.

(c) Third party links—As stated above, an issuer may establish hyperlinks between its web site and third party
sites. If an issuer creates a hyperlink to a third party site, there is a risk that a viewer will not realize that be
or she has left the issuer's web site. TSX recommends that the issuer include a disclaimer stating clearly
that the viewer is leaving the issuer website and that the issuer is not responsible for the content, accuracy
or timeliness of the other site.

(d) The blurred line between investor and promotional information—TSX recommends that an issuer clearly
identify and separate its investor information from other information on its web site. In particular,
promotional, sales and marketing information should not be included on the same web pages as investor
relations information. An issuer's web site should clearly distinguish sections containing investor relations
information from sections containing other information.

4. When should information be removed from a web site?—Care should be taken to make sure that information that
is inaccurate or out-of-date no longer appears on the web site. The currency of information on a web site will vary
depending on the nature of the information. An issuer may retain on its web site its annual financial statements
for a full year while removing other information such as frequent product releases more quickly. An issuer should
review the types of information it posts on its web site and develop a consistent policy for the posting and
removal of such different types of information. Issuers may delete or remove inaccurate information from the web
site, as long as a correction has been posted. In addition, TSX recommends that issuers establish an archiving
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system to store and provide access to information that is no longer current. An electronic archive is a repository
of information which has been removed from the web site but which can still be accessed from the web site
through a link. To assist investors in determining the currency of the information on the site, TSX recommends
that an issuer date the first page of each document as it is posted on the web site.

TSX recommends that the issuer's policy establish a minimum retention period for material corporate information
that it posts on its web site. Different types of information may be retained for a different period of time. For
example, the issuer may decide to retain all news releases on the site for a period of one year from the date of
issue. In contrast, the issuer may decide that investors would want to access its financials for a longer period
(e.g., two years for quarterlies and five years for annuals).

Issuers should also maintain a log of the date and content of all material information that it has posted and
removed from the web site. Issuers should also try to ensure that the information posted on their web site is
made available in a manner that makes it accessible by others so that it can be used for subsequent reference
and is capable of being retained (e.g., printer friendly versions and save/download buttons).

5. Rumours on the Internet—Rumours about the issuer may appear on chat rooms and newsgroups. Rumours may
spread more quickly and more widely on the Internet than by other media. IIROC Market Surveillance monitors
chat rooms and news groups on the Internet to identify rumours about TSX listed issuers that may influence the
trading activity of their stocks. TSX Timely Disclosure Policy addresses how an issuer should respond to
rumours. An issuer is not expected to monitor chat rooms or news groups for rumours about itself. Nevertheless,
TSX recommends that the issuer's standard policy for addressing rumours apply to those on the Internet.

Whether an issuer should respond to a rumour depends on the circumstances. TSX suggests that the issuer
should consider the market impact of the rumour and the degree of accuracy and significance to the issuer. In
general, TSX recommends against an issuer participating on a chat room or newsgroup to dispel or clarify a
rumour as such action may give rise to selective disclosure concerns and may create the expectation that the
issuer will always respond. Instead, the issuer should issue a news release to ensure widespread dissemination
of its statement.

If an issuer becomes aware of a rumour on a chat room, newsgroup or any other source that may have a material
impact on the price of its stock, it should immediately contact Market Surveillance. If the information is false and
is materially influencing the trading activity of the issuer's securities, it may consider issuing a clarifying news
release. The issuer should contact Market Surveillance so that they can monitor trading in the issuer's securities.
If Market Surveillance determines that trading is being affected by the rumour, it may require the issuer to issue a
news release stating that there are no corporate developments to explain the market activity.

6. Legal disclaimers—Corporate disclosure by electronic communications gives rise to many legal issues. The use
of legal disclaimers on corporate web sites is commonplace. It is in the best interests of an issuer to consult with
its legal advisors to discuss the appropriateness and effectiveness of including legal disclaimers about the
accuracy, timeliness and completeness of the information posted on its web site. Issuers should also review with
their legal advisors the placement and wording of legal disclaimers on web sites. It is critical that disclaimers be
easily visible to all users of the web site and that they be written in plain language such that the content of the
disclaimer is easily and quickly read and understood.

1 Displaying the content or page(s) of a third party web site within the overall design of an issuer's web site, which
gives the impression that the third party content is part of the issuer's site.

2 A chat room is a live electronic forum for discussion among Internet participants.

3 A newsgroup is an electronic bulletin board on which internet participants may post information.

Maintaining Site Integrity

Sec. 423.13.

Electronic communications on the Internet are not always secure. TSX recommends that an issuer establish
procedures to assure maximum security of its web site and email. As electronic technologies evolve, security
measures also evolve. To ensure the security of its electronic communications, TSX suggests that an issuer:

• review and update its security systems regularly;

• be aware that it might be possible for unauthorized persons to alter the content of the site;

• monitor the integrity of its web site address to make sure that the site is accessible and has not been altered.
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TSX Monitoring of the Internet

Sec. 423.14.

TSX regularly monitors listed issuer web sites as well as chat rooms and news groups on the Internet. TSX has the
capability to review alterations to listed issuer web sites and to perform random searches of the Internet to identify
active discussions relating to listed issuers. However, such monitoring can never be exhaustive. Issuers are
responsible for maintaining their web site and should continue to make Market Surveillance aware of significant
rumours or problems relating to Internet discussions.
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G. Shareholders' Meetings and Proxy Solicitation

Notice to Exchange of Meeting and Record Date

Sec. 455.

National Instrument 54-101 Communication with Beneficial Owners of Securities of a Reporting Issuer requires all
listed companies to give notice to the Exchange (and certain others), within a specified time period, of each
shareholders' meeting and record date for the determination of those shareholders entitled to receive notice of the
meeting. Notices filed publicly through SEDAR will satisfy this requirement.

Distribution of Meeting Materials

Sec. 456.

Every listed company must file with Listed Issuer Services one copy of all materials sent to its shareholders in
connection with a meeting of shareholders (filed through SEDAR), concurrently with the sending of the materials to the
shareholders.

Public filings through SEDAR will satisfy this requirement.

Sec. 457.

The requirements for the distribution of materials to shareholders in connection with shareholders' meetings are
prescribed by applicable corporate and securities legislation and certain policy statements of the CSA. National
Instrument 54-101 Communication with Beneficial Owners of Securities of a Reporting Issuer of the CSA prescribes a
procedure for the distribution of shareholders meeting-related materials to beneficial owners of securities registered in
the names of financial intermediaries or clearing agencies.

Sec. 458.

Companies with listed non-voting participating shares should refer to Section 624.

Sec. 459.

The Exchange is deeply concerned that the rights and privileges of investors be observed and protected, it is essential
that shareholders be allowed ample time in which to study corporate reports, so that by the time of the shareholders
meeting they may be able to reach considered and informed decisions. If there is reason to believe that timely and
adequate notice has not been given, the Exchange may require postponement of the meeting. In some circumstances,
the Exchange may consider suspending trading in a company's securities if shareholders are not given proper notice of
corporate activities in respect of which they have the right to participate in the decision-making process.

Proxy Solicitation

Sec. 460.

Proxy solicitation procedures are prescribed by applicable corporate and securities legislation. National Instrument 54-
101 Communication with Beneficial Owners of Securities of a Reporting Issuer of the CSA requires financial
intermediaries and clearing agencies to follow specified procedures to enable the securities registered in their names
to be voted in accordance with the instructions of the beneficial owners.

Contents of Meeting Materials

Sec. 461.
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The contents of the materials sent to shareholders in connection with shareholders' meetings are subject to the
requirements of applicable corporate and securities legislation, and such materials are not generally required to be filed
with the Exchange before they are sent to the shareholders. However, the Exchange may, in circumstances it
considers appropriate, require that a draft information circular be reviewed by the Exchange prior to the mailing of the
circular to the shareholders.

Sec. 461.1.

At each annual meeting of holders of listed securities, the board of directors must permit security holders of each class

or series to vote on the election of all directors to be elected by such class or series.4

4 If security holder approval is required to implement this requirement, for example because an amendment must be
made to the issuer's articles of incorporation, the Exchange will not consider the issuer to be in breach of this section if
the issuer has submitted and recommended the necessary amendments for approval by security holders and security
holder approval is not attained; however if the amendments are not approved by security holders, the issuer must
submit and recommend the necessary amendments for approval by security holders at the annual meeting of the
issuer not later than three years after the security holder meeting, until such time as the necessary amendments are
approved.

Sec. 461.2.

Materials sent to holders of listed securities in connection with a meeting at which directors are being elected must
provide for voting on each individual director.

Sec. 461.3.

Each director of a listed issuer must be elected by a majority (50% +1 vote) of the votes cast with respect to his or her

election other than at contested meetings5 ("Majority Voting Requirement").

A listed issuer must adopt a majority voting policy (a "Policy"), unless it otherwise satisfies the Majority Voting
Requirement in a manner acceptable to TSX, for example, by applicable statutes, articles, by-laws or other similar
instruments. The Policy must, substantially, provide for the following:

(a) any director must immediately tender his or her resignation to the board of directors if he or she is not elected by
at least a majority (50% +1 vote) of the votes cast with respect to his or her election;

(b) the board shall determine whether or not to accept the resignation within 90 days after the date of the relevant
security holders' meeting. The board shall accept the resignation absent exceptional circumstances;

(c) the resignation will be effective when accepted by the board;

(d) a director who tenders a resignation pursuant to this Policy will not participate in any meeting of the board or any
sub-committee of the board at which the resignation is considered; and

(e) the listed issuer shall promptly issue a news release with the board's decision, a copy of which must be provided
to TSX. If the board determines not to accept a resignation, the news release must fully state the reasons for that
decision.

If an issuer adopts a Policy to satisfy the Majority Voting Requirement, it must fully describe the Policy on an annual
basis, in its materials sent to holders of listed securities in connection with a meeting at which directors are being
elected.

Listed issuers that are majority controlled6 are exempted from the Majority Voting Requirement. Listed issuers with
more than one class of listed voting securities may only rely on this exemption with respect to the majority controlled
class or classes of securities that vote together for the election of directors. A listed issuer relying on this exemption
must disclose, on an annual basis in its materials sent to holders of listed securities in connection with a meeting at
which directors are being elected, its reliance on this exemption and its reasons for not adopting majority voting.

5 A contested meeting is defined as a meeting at which the number of directors nominated for election is greater than
the number of seats available on the board.
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6 Majority controlled is defined as a security holder or company that beneficially owns, or controls or directs, directly or
indirectly, voting securities carrying 50 percent or more of the voting rights for the election of directors, as of the record
date for the meeting.

Sec. 461.4.

Following each meeting of security holders at which there is a vote on the election of directors at an uncontested
meeting, each listed issuer must forthwith issue a news release disclosing the detailed voting results for the election of

each director,7 and must forthwith provide a copy of the news release to TSX by email to disclosure@tsx.com if one or
more director is not elected by at least a majority of the votes cast with respect to his or her election.

7 The news release is intended to provide the reader with insight into the level of support received for each director.
Accordingly, issuers should disclose one of the following in their news release: (i) the percentages of votes received
'for' and 'withheld' for each director; (ii) the total votes cast by ballot with the number that each director received 'for'; or
(iii) the percentages and total number of votes received' for' each director.

If no formal count has occurred that would meaningfully represent the level of support received by each director, for
example when a vote is conducted by a show of hands, TSX expects the disclosure at least to reflect the votes
represented by proxy that would have been withheld from each nominee had a ballot been called, as a percentage of
votes represented at the meeting.

Sec. 462.

Where a listed company proposes to seek approval of its shareholders to engage in a capital reorganization or to issue
securities in connection with a major transaction, it is advisable that a draft copy of the information circular be filed with
Listed Issuer Services for perusal prior to the mailing of the circular to the shareholders Among other things, this
practice could avoid potential problems related to the trading of the securities involved.

Sec. 463.

If a proposed transaction is to be submitted to shareholders for approval and also requires the prior acceptance of the
Exchange pursuant to Exchange requirements, the acceptance of the Exchange should be obtained prior to the mailing
of the meeting materials to the shareholders. If this is impracticable due to unavoidable time restrictions, the Exchange
should be so advised in advance of the proposed mailing, and the information circular sent to shareholders must
include a statement that the proposed transaction is subject to the acceptance of the Exchange (or regulatory
approval).

Annual Meeting

Sec. 464.

Every company having securities listed on the Exchange must hold its annual meeting of shareholders within six
months from the end of its fiscal year, or at such earlier time as is required by applicable legislation.

Sec. 465.

Where a company wishes to delay its annual meeting beyond the stipulated six-month period, a duly completed Form
9—Request for Extension or Exemption for Financial Reporting/Manual Meeting (Appendix H: Company Reporting
Forms) must be filed with Listed Issuer Services well in advance of the prescribed deadline for the meeting. A
postponement may be permitted in justifiable circumstances.
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POLICY 3.2 

FILING REQUIREMENTS AND 
CONTINUOUS DISCLOSURE 

Scope of Policy 
 

This Policy describes continuous disclosure requirements applicable to every Issuer and 
identifies filing requirements that can arise in connection with transactions not specifically dealt 
with by other Exchange policies. Unless specifically exempted or modified by another Policy, an 
Issuer must comply with this Policy. 

 

The main headings in this Policy are: 

1. Continuous Disclosure and Filing Requirements Under Securities Laws  
2. Documents Required by Securities Laws 
3. Corporate Information and Shareholder Communication 
4. Shareholder Meetings 
5. Security Issuances, Treasury Orders and Legending of Hold Periods 
6. Change in Management or Control 
7. Personal Information Forms and Declarations 
8. Material Agreements - Escrow/Pooling Arrangements 
9. Changes in Constating Documents and Security Reclassifications (other than  

  Name Changes, Stock Splits and Consolidations) 
10. Dividends 
11. Redemption, Cancellation or Retirement of Listed Shares 
12. Trading in U.S. Dollars 
13. Due Bill Trading 

1. Continuous Disclosure and Filing Requirements Under 
Securities Laws 

1.1 All Issuers are subject to continuous disclosure and other filing requirements under 
Securities Laws including, without limitation, the Securities Laws of British Columbia 
and Alberta. Issuers must ensure compliance with the applicable continuous disclosure 
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and other filing requirements prescribed by Securities Laws. It should be noted that these 
requirements are in addition to any disclosure and filing requirements prescribed by the 
Exchange. 

2. Documents Required By Securities Laws 
2.1 Every Issuer must file with the Exchange a copy of any document or agreement which 

pursuant to applicable Securities Laws, is filed with any Securities Commission or 
similar regulatory body or any other applicable stock exchange or market. Where such 
document or agreement is made publicly available by the Issuer on the System for 
Electronic Document Analysis and Retrieval (“SEDAR”) in conjunction with its filing 
with any Securities Commission or similar regulatory body or any other applicable stock 
exchange or market, the Issuer will not be required to separately file that document or 
agreement with the Exchange except as may be required pursuant to another Policy. 

3. Corporate Information and Shareholder Communication 
3.1 While listed on the Exchange, an Issuer must maintain and ensure that the Exchange is 

provided with a current address, telephone number, contact person’s name and if 

applicable, facsimile number, e-mail address and internet website to which all 
Shareholder and public inquiries and Exchange communication can be directed. 

3.2 An Issuer must file with the Exchange a copy of any materials sent or provided to the 
Issuer’s Shareholders or the public at the same time those materials are delivered to the 
Shareholders or the public if those materials have not also been filed on SEDAR. 

4. Shareholder Meetings 
4.1 Every Issuer must hold an annual meeting of its Shareholders by the earlier of the time 

required by applicable corporate or securities legislation and 18 months after: 

(a) the date of its incorporation; or  

(b) the date of its certificate of amalgamation, in the case of an amalgamated Issuer, 

and subsequently thereafter in each year not more than 15 months after its last preceding 
annual meeting of Shareholders or such earlier date as required by applicable corporate or 
Securities Laws. 
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4.2 Every Issuer must, concurrently with giving notice of a meeting of Shareholders, send a 
form of proxy and an information circular in the manner prescribed by Securities Laws to 
each holder of a Listed Share and each other Shareholder who is entitled to receive notice 
of the meeting whether or not they are resident in the jurisdiction in which the Issuer is a 
reporting issuer. Every Issuer must comply with the requirements of applicable corporate 
and Securities Laws governing proxies and Shareholder meetings. 

4.3 If a proposed transaction to be submitted to Shareholders for approval also requires the 
acceptance of the Exchange, the Issuer must obtain this acceptance (or conditional 
acceptance, as the case may be) before mailing the meeting materials to the Shareholders. 
If this is impracticable due to unavoidable time restrictions, the Exchange must be 
advised in advance of the proposed mailing, and the information circular must clearly 
state that the proposed transaction is subject to the acceptance of the Exchange (or 
regulatory approval), and that the Issuer will not proceed with the transaction if 
regulatory acceptance or approval is not obtained. 

4.4 For any transaction requiring Shareholder approval, whether pursuant to an Exchange 
Requirement or otherwise, the meeting materials must describe the substance of the 
transaction and all related matters in sufficient detail to enable a reasonable Shareholder 
to form a reasoned judgment concerning the transaction and all related matters. 

4.5 An Issuer which has adopted or proposes to adopt procedures which may have the effect 
of entrenching management should consult with the Exchange in advance and obtain 
prior Exchange acceptance. See Policy 3.1 - Directors, Officers, Other Insiders & 
Personnel and Corporate Governance. 

5. Security Issuances, Treasury Orders and Legending of Hold 
Periods 

5.1 Security Issuances 

Unless specifically provided for in Exchange Requirements, an Issuer must not issue securities 
without the prior acceptance of the Exchange. 

5.2 Treasury Orders - General 

(a) Every Issuer must require that its transfer agent provide to the Exchange, within 
five business days following the issuance of any securities, a copy of the 
applicable treasury order. 

(b) Each treasury order and reservation order submitted to the Issuer’s transfer agent 

must contain the following information: 

(i) the date of the treasury order; 

(ii) the name and municipality of the transfer agent; 
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(iii) full particulars of the number and type of securities being issued or 
reserved for issuance; 

(iv) the issue price per security or the deemed issue price; 

(v) the balance of issued shares of the Issuer following the issuance; 

(vi) the names and addresses of all parties to whom the securities are being 
issued or are reserved for issuance; 

(vii) the date of the applicable Exchange acceptance of the application for 
issuance of such securities and, if applicable, the Exchange application/file 
number; 

(viii) for a treasury order, confirmation that the Issuer has received full payment 
for the securities and that the securities are validly issued as fully paid and 
non-assessable; 

(ix) instructions that the wording of any legend required by applicable 
Securities Laws or by section 5.3  be imprinted on the face of the 
certificate (or if the face of the certificate has insufficient space, on the 
back of the certificate with a reference on the face of the certificate to the 
legend); and 

(x) the legend required by section 5.3. 

(c) Every treasury order must be signed by at least two directors or senior officers of 
the Issuer. The names and titles of each signatory must be printed beneath their 
respective signatures. 

5.3 Hold Period Legends 

(a) Securities subject to an Exchange Hold Period must be legended. Each Issuer 
must ensure that securities issued from treasury that are represented by a 
certificate must bear an Exchange legend stating: 

“Without prior written approval of TSX Venture Exchange and 

compliance with all applicable securities legislation, the securities 
represented by this certificate may not be sold, transferred, hypothecated 
or otherwise traded on or through the facilities of TSX Venture Exchange 
or otherwise in Canada or to or for the benefit of a Canadian resident until 
[insert date].” 

If the securities are entered into a direct registration or other electronic book-entry 
system, or if the purchaser of the securities does not directly receive a certificate 
representing the securities, the Issuer must ensure that the purchaser of the 
securities receives written notice containing the legend set out above. 
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(b) The date to be inserted in any Exchange Hold Period legend will be the date that 
is four months and a day after the distribution date of the security. 

(c) For securities which are convertible, exercisable or exchangeable into Listed 
Shares, the legend must be modified to indicate that the remaining portion of the 
Exchange Hold Period will continue to apply to the underlying Listed Shares if 
the original security is converted, exercised or exchanged into the underlying 
Listed Share within four months of the distribution date of the original security. If 
the Exchange Hold Period on the original security has not expired at the time the 
original security is converted, exercised or exchange into the underlying Listed 
Share, the certificate representing the underlying Listed Share must bear the 
legend prescribed by section 5.3(a) with the applicable date to be inserted in the 
legend being the date that is four months and a day after the distribution date of 
the original security. 

(d) The Exchange legending requirement is in addition to, and does not replace any 
Resale Restrictions imposed by Securities Laws, including any legending of the 
security certificate. The Exchange Hold Period will run concurrently with a hold 
period under Securities Laws but may commence at a different time than under 
Securities Laws. 

5.4 Trading of Legended Shares 

Legended shares are generally not permitted to trade, however the Exchange may consider 
applications to trade legended shares where Listed Shares bearing a legend trade as a separately 
listed class of shares with a special symbol to identify the shares as legended (such as “ABC.S” 

in the case of Regulation S legended shares). Legended Listed Shares may trade separately under 
the special symbol from Listed Shares of the same class of the Issuer that are not legended, or 
legended Listed Shares may be the only shares of the Issuer listed on the Exchange. The number 
of legended shares in a class of shares and the nature of the legend will determine whether the 
legended shares will be listed. If legended shares are not listed, they will not be sufficient 
settlement for trades of unlegended Listed Shares until the legend is removed. 

6. Change in Management or Control 
6.1 An Issuer must not agree to be party to a Change of Control or any transactions that may 

reasonably be expected to result in a Change of Control unless the agreement is made 
subject to Exchange acceptance. 

6.2 In certain circumstances, a Change of Control may form part of a Reactivation, 
Reorganization, Change of Business or Reverse Takeover, in which case the Issuer must 
comply with all of the requirements of the applicable policies. See Policy 2.6 – 
Reactivation of NEX Companies and Policy 5.2 - Changes of Business and Reverse 
Takeovers. 

6.3 When an agreement in principle is reached (or as soon as the Issuer becomes aware that 
an agreement in principle reasonably appears to have been reached) which will result or 
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may reasonably be expected to result in a Change of Control of the Issuer, or when any 
event occurs which will result in the addition to or removal from the board of directors or 
management of any individuals, the Issuer must issue a news release, which complies in 
all respects with Policy 3.3 - Timely Disclosure, describing: 

(a) the transaction(s) resulting in the Change of Control; or 

(b) the transactions resulting in any Change of Management and identifying each 
Person who has ceased to act as director or senior officer, including the position 
previously held by that Person and identifying any Person who will be appointed 
or elected to a new position as a director or senior officer of the Issuer, including 
the position to be held and a brief description of such Person’s background and 

experience; and 

file with the Exchange a letter notice describing the proposed transaction. 

6.4 Before the Exchange will accept any Change of Control or a Change of Management, the 
Exchange can require certain supporting documents to be filed, including any or all of the 
following: 

(a) evidence of (disinterested) Shareholder approval; 

(b) a Sponsor Report; 

(c) a disclosure document such as an Information Circular, Filing Statement or any 
other document prescribed by the Exchange; and 

(d) Personal Information Forms or, if applicable, Declarations. 

6.5 The Exchange can also require a trading halt to provide time for dissemination of 
information. See section 7 for the requirement to submit Personal Information Forms. 

 

7. Personal Information Forms and Declarations 
7.1 Subject to section 7.7, a duly completed Personal Information Form (“PIF”) (Form 2A), 

must be submitted to the Exchange before: 

(a) any Person can be involved with an Issuer in the capacity of an Insider; or 

(b) any Person can perform Investor Relations Activities for an Issuer. 
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7.2 An Issuer must immediately advise the Exchange when any director or senior officer of 
the Issuer or any Person engaging in Investor Relations Activities on its behalf is added 
or removed. 

7.3 A new PIF must be filed where a material change has occurred in respect of sections 6, 7, 
8, 9 or 10 of the PIF. 

7.4 In its discretion and at any time, the Exchange can require an updated duly completed PIF 
for any Person involved with an Issuer. 

7.5 If a PIF is required or requested by the Exchange from a Person who is not an individual, 
a PIF must be submitted for each Insider of that non-individual entity. 

7.6 Acceptance for filing by the Exchange of a PIF does not constitute Exchange acceptance 
of the proposed Person. 

7.7 A duly completed Declaration (Form 2C1) may be submitted to the Exchange, in lieu of a 
PIF, where: 

(a) a Person has filed a PIF within the 36 month period prior to the filing of the 
Declaration, with either the Exchange or the Toronto Stock Exchange, and 

(b) the information in that PIF has not changed. 

8. Material Agreements - Escrow/Pooling Arrangements 
8.1 General – Material Agreements 

(a) Each Issuer must promptly provide written notice to the Exchange of any material 
agreement and, if requested by the Exchange, must provide a copy of the 
agreement and other requested documents or information. To the extent 
practicable, the Issuer should provide written notice of any material agreement to 
the Exchange prior to the agreement being entered into. As applicable, the Issuer 
should ensure that the material agreement provides that the agreement is subject 
to Exchange acceptance. 

(b) Where the transaction that is the subject of a material agreement requires 
Exchange acceptance pursuant to the requirements of another Policy and the 
material agreement (or the particulars thereof) is provided to the Exchange in 
conjunction with an Issuer’s application for acceptance of such transaction, the 
Issuer will be deemed to have complied with the foregoing notice requirement set 
forth in section 8.1(a). 

(c) If the material agreement constitutes a Material Change, the Issuer must issue a 
news release pursuant to applicable Securities Laws and Policy 3.3 - Timely 
Disclosure. 
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8.2 For the purposes of this Policy, a material agreement means any agreement, commitment, 
contract or understanding, written or otherwise, that an Issuer or any of its subsidiaries is 
a party to that is material to the Issuer. Without limitation, the Exchange deems any 
agreement, commitment, contract or understanding that an Issuer or any of its 
subsidiaries is directly or indirectly a party to that relates to any of the following matters 
to be a material agreement: 

(a) any issuance of shares or other securities of the Issuer or any of its subsidiaries; 

(b) management services, investor relations services, fiscal agency or financial 
advisory services, other services outside the normal or ordinary course of the 
Issuer’s business, and any transaction with a Non-Arm’s Length Party of the 

Issuer; 

(c) any capital reorganization of the Issuer; 

(d) any acquisition or disposition of the Issuer’s own securities; 

(e) any change in the beneficial ownership of the shares or other securities of the 
Issuer which may materially affect the control of the Issuer; 

(f) any loan or advance of funds by the Issuer to any Person; 

(g) any change in the undertaking of the Issuer; 

(h) any mortgaging, hypothecating or charging in any way of the Issuer's assets; and 

(i) the establishment of a special relationship between the Issuer and a registrant. 

In addition, any amendment, termination or extension of a material agreement shall also 
constitute a material agreement. 

8.3 Escrow or Pooling Agreements 

Each Issuer which is or becomes aware of any private agreement(s) by any one or more of its 
Shareholder(s) to voluntarily escrow or pool any of the Issuer’s securities must promptly notify 

the Exchange of the existence of the agreement and if material to investors, must disclose the 
existence of such an agreement to its Shareholders as required by applicable Securities Laws. 

8.4 Receipt of Notice by Exchange 

Upon receiving notice from the Issuer, the Exchange may accept the terms of the material 
agreement or require that they be amended prior to acceptance. 
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9. Changes in Constating Documents and Security 
Reclassifications (other than Name Changes, Stock Splits 
and Consolidations) 

9.1 An Issuer must not implement a security reclassification or an amendment to its articles, 
by-laws, memorandum or other constating documents until it has received conditional 
acceptance from the Exchange. 

9.2 The Issuer must file all documents requested by the Exchange, before or in connection 
with granting conditional acceptance, including: 

(a) one copy of the applicable provisions of the Information Circular (draft or final) 
which has been or will be sent to the Issuer’s Shareholders in connection with the 

approval of the reclassification or amendment; and 

(b) a draft copy of the revised articles, by laws, memorandum or constating 
documents. 

9.3 As soon as possible after effecting the amendment, the Issuer must file: 

(a) an opinion of counsel that all the necessary steps have been taken to validly effect 
the amendment or security reclassification in accordance with applicable law; 

(b) a new definitive specimen(s) or over-printed share certificate(s) with the ISIN or 
CUSIP number imprinted thereon, and in the case of a generic certificate, the 
specimen certificate must be accompanied by a letter from the transfer agent 
confirming that the generic certificate complies with the requirements of the 
Security Transfer Association of Canada; 

(c) a copy of the letter of transmittal to be sent to Shareholders, if applicable; and 

(d) the fee prescribed by Policy 1.3 - Schedule of Fees. 
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10. Dividends 
10.1 For the purposes of Exchange requirements, “dividends” includes any dividend or similar 

distribution by an Issuer to its Shareholders whether in the form of cash, securities or 
other property. 

10.2 All Issuers declaring a dividend on Listed Shares must promptly notify the Exchange as 
soon as the dividend is declared, by filing a Dividend/Distribution Declaration (Form 3E) 
or a news release containing the same information that is prescribed by Form 3E, with the 
Exchange via fax or e-mail, at least five trading days in advance of the dividend record 
date. For contact information respecting the filing of Form 3E or the equivalent press 
release, Issuers are referred to Form 3E. 

10.3 Listed Shares will commence trading on an ex-dividend basis at the opening of trading on 
the date which is one trading day prior to the record date for the dividend. This timing for 
the ex-dividend date is based on the premise that the Shareholders of record as of close of 
business on the record date (and not some earlier point in time) will be entitled to receive 
the dividend. For example, if the record date for a dividend is a Friday (i.e. shareholders 
of record as of the close of business on the Friday will be entitled to receive the 
dividend), the shares will commence trading on an ex-dividend basis at the opening of 
trading on the preceding Thursday (in the absence of statutory holidays). If the record 
date is a Monday, the shares will commence trading on an ex-dividend basis at the 
opening of trading on the Friday of the previous week (in the absence of statutory 
holidays). 

10.4 Where Issuers fail to follow the above noted procedure, and as a result, a dispute arises 
over who is entitled to the payment of the dividend, the Issuer will be liable for the 
dividend claims made by both the buyers and the sellers of the shares involved. 

10.5 The declaration of a dividend for any class of Listed Shares is a Material Change in the 
affairs of the Issuer and requires the issuance of a news release in accordance with the 
provisions of Policy 3.3 - Timely Disclosure. 

10.6 A news release issued with respect to a dividend declaration must set out, at a minimum, 
the following information: 

(a) the Issuer’s name; 

(b) the class of securities on which the dividend is to be paid; 

(c) the amount payable per security; 

(d) the record date; and 

(e) the dividend period (such as quarterly, semi-annually or special). 
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10.7 If a dividend involves the issuance of securities (such as a stock dividend), the Issuer 
must apply to list any additional securities issued by way of dividend and must provide 
for any fractional securities resulting from the dividend. 

11. Redemption, Cancellation or Retirement of Listed Shares 
11.1 An Issuer must notify the Exchange promptly of any corporate or other action which 

results or may result in the redemption, cancellation or retirement, in whole or in part, of 
any of its Listed Shares or any security convertible into Listed Shares. 

11.2 The redemption, cancellation or retirement of any Listed Shares is a Material Change and 
requires the issuance of a news release in accordance with Policy 3.3 - Timely Disclosure. 

12. Trading in U.S. Dollars 
12.1 In order to list a security to trade in US dollars or to switch a class of Listed Shares 

trading in Canadian dollars to trade in US dollars, an Issuer must apply to the Exchange 
and provide a description of the Issuer and its US operations, a description of how it has 
been complying with US securities laws (for example, registration status under the 
Securities Act of 1933, Regulation S and the Securities and Exchange Act of 1934, the 
name of its US securities counsel and information about his or her firm) and an estimate 
of the percentage of US Shareholders. Applications will be considered on a case by case 
basis by the Exchange. 

12.2 If the Issuer is accepted for US dollar trading, the Exchange will assign a .U suffix to the 
trading symbol of the Listed Shares that will trade in US dollars. There is no requirement 
to change the ISIN or CUSIP number, as applicable, or the security code. 

12.3 The Exchange must give at least three weeks’ notice to the clearing and settlement 
agency before the effective date to switch Listed Shares trading in Canadian dollars to US 
dollars. The Exchange will also issue an Exchange Bulletin 11 trading days before the 
effective date, announcing a cash trade period of 10 trading days before the switch to US 
dollar trading. The Exchange will issue a second Exchange Bulletin on the trading day 
before the effective date. 

12.4 For new listings, the 10 trading day cash trade period is not required; however, the 
applicant Issuer should request trading in US dollars early in the listing application 
process so consideration of this matter does not delay listing. 

13. Due Bill Trading 
13.1 For the purposes of this Policy: 
 

“distribution” means any dividend, distribution, interest, security or right to which holders of 

listed securities have an entitlement, based on a specific record date. 
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“Due Bill” means an instrument used to evidence the transfer of title to any dividend, 

distribution, interest, security or right to a listed security contracted for, or evidencing, the 
obligation of a seller to deliver such dividend, distribution, interest, security or right to a 
subsequent purchaser. 

13.2 Due Bill trading may be used at the discretion of the Exchange based on various relevant 
factors. However, the Exchange will normally defer ex-distribution trading and use Due 
Bills when the distribution per Listed Share represents 25% or more of the value of the 
Listed Share on the declaration date. Without the use of Due Bills, trading on an ex-
distribution basis would commence at the opening of trading one trading day prior to the 
record date for the distribution and could result in a significant adjustment of the market 
price of the security. Security holders will then be deprived of the value of the 
distribution between the ex-distribution date and the payment date. By deferring the ex-
distribution date through the use of Due Bills, sellers of the Listed Shares during this 
period can realize the full value of the Listed Shares they hold, by selling the securities 
with the Due Bills attached. The use of Due Bills will also avoid confusion regarding the 
market value of the Listed Shares. 

13.3 When Due Bills are used, ex-distribution trading usually commences at the opening on 
the first trading day after the payment date. In the event that the Exchange receives late 
notification of the payment date and the payment date has passed, ex-distribution trading 
will generally commence on the first trading day following such notification. 

13.4 The Exchange may also use Due Bills for distributions which are subject to a condition 
which may not be satisfied before the normal ex-distribution trading date (i.e., one 
trading day before the record date). When Due Bills are used for conditional 
distributions, the condition must be met prior to the payment date. 

13.5 Issuers should contact the Exchange to discuss the use of Due Bills well in advance of 
any contemplated record date for a distribution. 

13.6 Due Bill trading will not be implemented for special distributions of additional Listed 
Shares where such securities are immediately consolidated following the distribution. 

 

____________________________ 
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POLICY 3.3 

TIMELY DISCLOSURE 

Scope of Policy
Public confidence in the integrity of the Exchange as a securities market requires timely 
disclosure of Material Information concerning the business and affairs of Issuers, thereby placing 
all participants in the market on an equal footing. 

Accordingly, ensuring complete, accurate and timely disclosure of Material Information is an 
integral part of an Issuer’s proper corporate governance procedures. This Policy sets out the 
general disclosure requirements for all Material Information. This Policy is not intended to be an 
exhaustive statement of timely and continuous disclosure obligations.  It is intended to 
supplement the timely disclosure requirements under Securities Laws.  National Policy 51-201 - 
Disclosure Standards provides guidance to issuers to assist them in meeting their legislative 
disclosure requirements. While legislative disclosure requirements differ somewhat from the 
disclosure requirements imposed by the Exchange, National Policy 51-201 clearly states that 
listed issuers must comply with the requirements of the exchange on which they are listed.  
Accordingly, this Policy must be read in conjunction with Securities Laws, National Policy 51-
201 and all other Exchange Requirements. 

In addition to the foregoing, Issuers who engage in mineral exploration, development and/or 
production must follow the Mining Standard Guidelines as outlined in Appendix 3F of this 
Manual for both their timely and continuous disclosure obligations. 

The main headings in this Policy are: 

1. Introduction 
2. Material Information 
3. Timing of Disclosure 
4. Filing – Pre-Notification to the Regulation Services Provider 
5. Disclosure of Earnings and Financial Forecasts 
6. Rumours and Unusual Market Activity 
7. Dissemination 
8. Content of News Releases 
9. Resource Issuers 
10. Trading Halts 
11. Confidential Information 
12. Breach of Policy
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1. Introduction
1.1 One of the underlying principles of this Exchange policy and Securities Laws is that all 

investors must have equal access to Material Information about an Issuer in order to make 
informed and reasoned investment decisions, and that such information should not be 
released on a selective basis, subject to very limited exceptions, as permitted by 
Securities Laws, including National Policy 51-201. See also National Instrument 71-102– 
Continuous Disclosure and Other Exemptions Relating to Foreign Issuers. 

1.2 In order to minimize the number of regulatory authorities that must be consulted in a 
particular matter, with respect to timely disclosure, the Exchange is the relevant contact 
for issuers with respect to Exchange Requirements.  Issuers should, however, consult 
with the applicable Securities Commission of the particular jurisdiction in respect of 
matters respecting requirements under Securities Laws.  In the case of securities listed on 
more than one stock exchange, Issuers should deal with each exchange. 

1.3 In order to maintain a listing on the Exchange, every Issuer must make ongoing timely 
and continuous disclosure and keep the Exchange informed of both routine and unusual 
events and information regarding its business, operations and affairs. The Exchange has 
retained the Regulation Services Provider to administer the relevant Exchange 
Requirements related to this Policy. Issuers should contact the Regulation Services 
Provider with questions they have about meeting their timely disclosure responsibilities.

2. Material Information

2.1 Definitions: 

“Material Information” is any information relating to the business and affairs of an Issuer that 
results in or would reasonably be expected to result in a significant change in the market price or 
value of any of the Issuer’s Listed Shares, and includes Material Facts and Material Changes. 

“Material Fact” has the same meaning as found in applicable Securities Laws. 

“Material Change” has the same meaning as found in applicable Securities Laws. 

2.2 It is the responsibility of each Issuer to determine what information is material in the 
context of its own affairs. The materiality of information may vary from one Issuer to 
another according to the size of its profits, assets and capitalization, the nature of its 
operations and many other factors. An event that is significant or major in the context of 
a smaller Issuer’s business and affairs may not be material to a larger Issuer. The Issuer 
itself is in the best position to apply the concept of Material Information to its own unique 
circumstances. The Exchange recognizes that decisions on disclosure require careful 
subjective judgments and encourages Issuers to consult with the Regulation Services 
Provider when in doubt as to whether disclosure should be made.
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3. Timing of Disclosure

3.1 An Issuer must disclose Material Information concerning its business and affairs 
immediately after management of the Issuer becomes aware of the existence of Material 
Information, or in the case of information previously known, upon it becoming apparent 
that the information is material. 

3.2 While the policy of the Exchange is that all Material Information must be released 
immediately, subject to pre-notification of the Regulation Services Provider as outlined in 
section 4 below and certain confidentiality exceptions as outlined in section 11 below, the 
Issuer must exercise judgment as to the timing, propriety and content of any news release 
concerning corporate developments. 

3.3 Many developments must be disclosed at the proposal stage, or before an event actually 
occurs, if the proposal gives rise to Material Information. 

3.4 An announcement regarding a proposed development or an intention to proceed with a 
transaction or activity should not be made unless the Issuer has the ability to carry out the 
intent (although proceeding may be subject to contingencies) and a decision has been 
made to proceed with the transaction or activity by the board of directors of the Issuer, or 
by senior management of the Issuer with the expectation of concurrence from the board 
of directors.  Disclosure of corporate developments must be handled carefully and 
requires the exercise of judgment by the Issuer and its management as to the timing of an 
announcement of Material Information, since either premature or late disclosure may 
result in damage to the reputation of the Issuer and/or the market. 

3.5 Unless an original announcement of Material Information indicates that an update will be 
disclosed on another indicated date, the Exchange generally requires that the Issuer issue 
a further news release dealing with the status of a previously announced transaction if the 
update has not been made or if the Exchange has not received the required documentation 
from the Issuer within 30 days after the announcement, or if the transaction has not 
closed within 90 days after the announcement.  In addition, immediate disclosure is 
required to be made by the Issuer of any new Material Information related to the 
proposed transaction or to the previously disclosed information. 

3.6 Issuers are not required to interpret the impact of external political, economic and social 
developments on their affairs, but if the external development can reasonably be expected 
to have or has had a direct effect on their business and affairs that is both material in the 
sense outlined above and uncharacteristic of the effect generally experienced as a result 
of that development by other issuers engaged in the same business or industry, Issuers are 
urged, where practical, to explain the particular impact on them.  For example, a change 
in government policy that affects most issuers in a particular industry does not require an 
announcement, but if it affects only one or a few issuers in a material way, an 
announcement should be made. 
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3.7 The market price of an Issuer’s securities may be affected not only by information 
concerning the Issuer’s business and affairs, but also by factors directly relating to the 
securities themselves. For example, changes in an Issuer’s issued capital, stock splits, 
redemptions and dividend decisions may all affect the market price of its securities and 
thus may constitute Material Information. 

3.8 Without limiting the concept of Material Information, the following events are deemed to 
be material in nature and require immediate disclosure in accordance with this Policy: 

(a) any issuance of securities by way of statutory exemption or Prospectus; 

(b) any change in the beneficial ownership of the Issuer’s securities that affects or is 
likely to affect the control of the Issuer; 

(c) any change of name; 

(d) a take-over bid, issuer bid or insider bid; 

(e) any significant acquisition or disposition including a disposition of assets, 
property or joint venture interests; 

(f) any stock split, stock consolidation, stock dividend, exchange, call of securities 
for redemption, redemption, capital reorganization or other change in capital 
structure; 

(g) the borrowing or lending of a significant amount of funds or any mortgaging, 
hypothecating or encumbering in any way of any of the Issuer’s assets, or an 
event of default under a financing or other agreement; 

(h) any acquisition or disposition of the Issuer’s own securities; 

(i) the development of a new product or any development which affects the Issuer’s 
resources, technology, products or markets; 

(j) the entering into or loss of a material contract; 

(k) firm evidence of a material increase or decrease in near-term earnings prospects; 

(l) a significant change in capital investment plans or corporate objectives; 

(m) any change in the board of directors or senior officers; 

(n) significant litigation; 

(o) a material labour dispute or a dispute with a major contractor or supplier; 
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(p) a Reverse Takeover, Change of Business of an Issuer, Merger, Amalgamation or 
other Material Information relating to the business, operations or assets of an 
Issuer;

(q) a declaration or omission of dividends (either securities or cash); 

(r) the results of any asset or property development, discovery or exploration by a 
Mining or Oil and Gas Issuer, whether positive or negative; 

(s) any oral or written employment, consulting or other compensation arrangements 
between the Issuer or any subsidiary of the Issuer and any director or officer of 
the Issuer, or their associates, for their services as directors or officers, or in any 
other capacity; 

(t) any oral or written management contract, any agreement to provide any Investor 
Relations, Promotional or Market Making activities, any service agreement not in 
the normal course of business or any Related Party Transaction, including a 
transaction involving Non-Arm’s Length Parties; 

(u) any amendment, termination, extension or failure to renew any agreement where 
disclosure of the original agreement or transaction was required pursuant to this 
Policy;

(v) the establishment of any special relationship or arrangement with a Participating 
Organization or Member or other registrant; 

(w) any change in listing classification, including any movement by an Issuer between 
Tiers or NEX; 

(x) notice of suspension review or suspension of trading of an Issuer’s securities; and 

(y) any other developments relating to the business and affairs of the Issuer that 
would reasonably be expected to significantly affect the market price or value of 
any of the Issuer’s securities or that would reasonably be expected to have a 
significant influence on a reasonable investor’s investment decisions. 

4. Filing – Pre-Notification to the Regulation Services Provider
4.1 As part of administering this Policy, the Regulation Services Provider receives material 

news releases from Issuers. The overriding rule is that significant announcements are 
required to be released immediately. Issuers are encouraged to seek assistance and 
direction from the Regulation Services Provider as to whether an announcement should 
be released and whether trading in the Issuers’ securities should be halted for the 
dissemination of an announcement. 
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4.2 Regardless of when an announcement involving Material Information is released, subject 
to section 11 below, news releases must be pre-filed with the Regulation Services 
Provider prior to dissemination to the public where the news release contains information 
relating to the following: 

(a) Reverse Takeovers, Changes of Business or other reorganizations; 

(b) Qualifying Transactions, Reviewable Transactions, including corporate 
acquisitions or dispositions; 

(c) Change of control; 

(d) Future oriented financial information or other operating projections; and 

(e) Disclosure of mineral reserves/resources or oil and gas reserves. 

4.3 The Regulation Services Provider must be advised of any news release that contains the 
above information and must be supplied with a copy of any news release relating to these 
matters in advance of its release. The Regulation Services Provider must also be 
advised of the proposed method and timing of dissemination.  Issuers may also be 
required to submit supporting documents to the Regulation Services Provider together 
with any news release.  Materials must be faxed to the Regulation Services Provider or
electronically mailed as attachments in accordance with the information set out on the 
Regulation Service Provider’s website. 

4.4 Further to the requirements under section 4.3, if an announcement is ready to be made 
between 8am and 4pm EST, the Regulation Services Provider must be advised in 
advance, by telephone, in accordance with the instructions set out on the Regulation 
Service Provider’s website, or in accordance with any information contained in any 
bulletin published by the Exchange from time to time. Where an announcement is to be 
released after 4pm EST, or before 8am EST, Issuers must leave the Regulation Services 
Provider a message summarizing the pending announcement, at the time the 
announcement is ready to be made. 

4.5 While the Regulation Services Provider may permit certain news releases to be issued 
after the close of trading (4pm EST), the policy of immediate disclosure of Material 
Information frequently requires that news releases be issued during trading hours, 
especially when an important development has occurred. If this is the case, it is 
absolutely essential that management of the Issuer notify the Regulation Services 
Provider prior to the issuance of a news release and provide it with a copy of the news 
release.  The Regulation Services Provider will then be in a position to determine whether 
trading in any of the Issuer’s securities should be temporarily halted.  If the Regulation 
Services Provider is not advised of news releases in advance, any subsequent unusual 
trading activity may generate enquiries, a halt in trading without notice and cancellation 
of trades. 
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4.6 Where the Regulation Services Provider or the Exchange have had concerns respecting 
an Issuer’s previous disclosure practices, the Exchange may require an Issuer to submit 
all news releases to the Regulation Services Provider for review prior to public 
dissemination. 

5. Disclosure of Earnings and Financial Forecasts 

5.1 Subject to section 5.2, forecasts of earnings and other financial forecasts need not be 
disclosed. However, where a significant increase or decrease in earnings is expected with 
reasonable certainty in the near future, this fact must be disclosed. 

5.2 As is the case with all Material Information, selective release of earnings forecasts or 
others financial forecasts must not be made except as may be permitted pursuant to 
Securities Laws, including any guidelines or requirements, as the case may be, set out in 
National Policy 51-201 and Parts 4A and 4B of National Instrument 51-102. 

6. Rumours and Unusual Market Activity

6.1 Where unusual trading activity takes place in securities, the Regulation Services Provider 
attempts to monitor and determine the specific cause of that activity.  The Regulation 
Services Provider maintains a continuous stock watch program designed to highlight 
unusual market activity, such as unusual price and volume changes in a security relative 
to its historic pattern of trading. 

6.2 If the specific cause for the unusual trading activity cannot be determined immediately, 
the Issuer’s management will be contacted. If this contact results in a determination by 
the Regulation Services Provider that a news release is required, the Issuer will be 
required to make an immediate announcement. If the Issuer is unaware of any 
undisclosed development, the Regulation Services Provider will continue to monitor 
trading and may request the Issuer to issue a statement that it is not aware of any 
undisclosed developments that would account for the unusual trading pattern or activity. 

6.3 Issuers are expected to co-operate with the Regulation Services Provider to protect the 
integrity of the market.  Actions such as withholding or concealing information from the 
Regulation Services Provider, or failing to return telephone calls from the Regulation 
Services Provider staff will be regarded as a breach of this Policy. 

6.4 Unusual market activity is often caused by the presence of rumours. The Exchange 
recognizes that it is impractical to expect management to be aware of, and comment on 
all rumours, but when market activity indicates that trading is being unduly influenced by 
rumours, the Regulation Services Provider will require that a clarifying statement be 
made by the Issuer.  A trading halt may be instituted pending a “no corporate 
developments” statement from the Issuer.  If a rumour is correct in whole or in part, 
immediate disclosure of the relevant Material Information must be made by the Issuer 
and a trading halt will be instituted pending release and dissemination of the information. 
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7. Dissemination
7.1 News releases must be transmitted to the media by the quickest possible method and in a 

manner that provides for wide and simultaneous dissemination. Each news release must 
be distributed to a news dissemination service (or combination of services) that 
disseminate the full text of news releases without editing, and that distribute financial 
news nationally, to the financial press and to daily newspapers that provide regular 
coverage of financial news and events.  See Appendix 3C for an informational list of 
commercial news disseminators in the marketplace). 

7.2 The Exchange accepts the use of any news services that meet the following criteria: 

(a) dissemination of the full text of the release to the national financial press and to 
daily newspapers that provide regular coverage of financial news; 

(b) dissemination to all Participating Organizations; and 

(c) dissemination to all relevant regulatory bodies. 

7.3 The onus is on the Issuer to ensure appropriate dissemination of news releases, and any 
failure to properly disseminate news shall be deemed to be a breach of this Policy and 
shall be grounds for halting, suspension of trading or delisting of the Issuer’s securities or 
such other action as the Exchange may deem appropriate. In particular, the Exchange will 
not consider relieving an Issuer from its obligation to disseminate news properly because 
of cost factors. 

7.4 For consistency of exposure, when an Issuer releases follow-up information relevant to 
an earlier news release, either the same or greater (but not lesser) coverage must be 
employed. 

7.5 Issuers should be aware that there is a delay from the time a news release is delivered to a 
news dissemination service to the time it is actually disseminated.  Issuers should 
therefore refrain from faxing or e-mailing news releases or otherwise disclosing Material 
Information to others until they have ensured that the news release has been properly 
disseminated.  For example, a news release should not be faxed to a contact list at the 
same time that it is being faxed to the news dissemination service or posted on SEDAR 
before the news release has crossed the wire. 

7.6 Initial disclosure of Material Information must always be accomplished by the issuance 
of a news release. Issuers that distribute brochures, pamphlets, etc., which contain 
Material Information that has been previously disclosed should ensure that the content of 
these documents conforms to the disclosure principles established in this Policy. 
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7.7 An Issuer that wishes to disclose Material Information during a news conference should 
ensure that a news release is issued prior to the news conference so as to ensure that all 
investors have equal access to this Material Information.  Issuers should also be guided 
by applicable best disclosure practices, as set out in Part VI of National Policy 51-201. 

7.8 Issuers should be aware that the filing and disclosure of Material Information on SEDAR 
alone is not satisfactory compliance with this Policy. 

8. Content of News Releases 
8.1 Announcements of Material Information should be factual and balanced, neither over-

emphasizing favourable news nor under-emphasizing unfavourable news. Material 
unfavourable news must be disclosed just as promptly and completely as material 
favourable news. 

8.2 It is appreciated that it may not be practical to include in a news release the level of detail 
that would be included in a prospectus or similar disclosure document.  However, news 
releases must contain sufficient detail to enable investors and media personnel to 
appreciate the true substance and importance of the information so that investors may 
make informed investment decisions.  The guiding principle should be to communicate 
clearly and accurately the nature of the information, without including unnecessary 
details, exaggerated reports or editorial commentary designed to colour the investment 
community’s perception of the announcement one way or another.  Additional guidelines 
for news releases are set out in Appendix 3E to this Policy. 

8.3 The responsibility for the adequacy and accuracy of the content of news releases rests 
with the directors of an Issuer. 

8.4 All news releases must include the name of an officer or director of the Issuer who is 
responsible for the announcement, together with the Issuer’s telephone number.  The 
Issuer may also include the name and telephone number of an additional contact person. 

8.5 The Issuer should be prepared to provide further information, if required by the 
Exchange.

8.6 All news releases must contain the following statement in a prominent location: “Neither
TSX Venture Exchange nor its Regulation Services Provider (as that term is defined in 
policies of the TSX Venture Exchange) accepts responsibility for the adequacy or 
accuracy of this release."

9. Resource Issuers 

9.1 All mining Issuers must comply with National Instrument 43-101 - Standards of 
Disclosure for Mineral Exploration and Development and Mining Properties and the 
Exchange standards that are set out in Appendix 3F - Mining Standard Guidelines.
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9.2 All oil and gas Issuers must comply with the applicable disclosure requirements set forth 
in National Instrument 51-101 – Standards of Disclosure For Oil and Gas Activities.

9.3 News releases must not contain estimates of potential reserves of oil and gas nor disclose 
mineral reserves without the prior consent of the Regulation Services Provider. 

10. Trading Halts
10.1 This section deals with trading halts in relation to timely disclosure in general. The 

process and duration of halts for specific transactions are dealt with in the policies 
dealing with those transactions. In addition, Policy 2.9 - Trading Halts, Suspensions and 
Delisting provides a detailed discussion of trading halts. 

10.2 A halt in trading does not reflect on the reputation of management of an Issuer or the 
quality of its securities.  Trading halts for announcements of Material Information by the 
Issuer are considered a normal occurrence and for the benefit of the public. 

10.3 The determination that trading should be halted is made by the Regulation Services 
Provider. The Regulation Services Provider normally attempts to contact an Issuer before 
imposing a halt in trading, when the Regulation Services Provider notices unusual 
trading.   The Regulation Services Provider co-ordinates halts with other North American 
marketplaces when an Issuer is interlisted.  A convention exists among stock exchanges 
other markets and Nasdaq that trading in an interlisted security will be halted and 
resumed at the same time in each market.  Failure to notify the Regulation Services 
Provider in advance of an announcement could disrupt this system. 

10.4 The Regulation Services Provider determines the amount of time necessary for 
dissemination in any particular case. Such determination is dependent upon the 
significance and complexity of the announcement. 

10.5 Trading will normally be halted if: 

(a) depending on the nature and timing of the news release, the Regulation Services 
Provider may determine to halt trading until the news release is reviewed and 
disseminated appropriately. If an announcement is to be made during trading 
hours, trading in the securities of an Issuer may be halted until the announcement 
is properly disseminated; 

(b) the Issuer requests a halt during trading hours before dissemination of a news 
release announcing Material Information that may immediately affect the value or 
price of the Issuer’s securities. The Regulation Services Provider must be advised 
of the Material Information and halt request as soon as possible, by telephone, so 
that it can consider whether to halt trading pending receipt and dissemination of 
the news release.  Management of the Issuer should consult with the Regulation 
Services Provider in order to assess the expected impact of any announcement 
that might justify a temporary halt in trading; and 
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(c) unusual trading suggests that important information regarding Material 
Information is selectively available. The Regulation Services Provider may 
require that the Issuer either disseminate an initial news release if it has not yet 
done so, or issue a further news release to rectify the situation. 

10.6 It is not appropriate for an Issuer to request a trading halt if a material announcement is 
not going to be made promptly.  When an Issuer (or its advisers) requests a trading halt 
pending an announcement, the Issuer must assure the Regulation Services Provider that 
an announcement is imminent. The nature of this announcement and the current status of 
events must be disclosed to the Regulation Services Provider, so that the Regulation 
Services Provider may assess the need for and appropriate duration of a trading halt. 

10.7 When a halt in trading is necessary, trading is normally interrupted for a period of less 
than two hours. In the normal course, the announcement should be made immediately 
after the halt is imposed and trading will resume within approximately one hour of the 
dissemination of the announcement through major news services. 

10.8 A trading halt may be changed to a suspension if over a reasonable period of time, 
(usually ten trading days) the circumstances resulting in the imposition of the halt have 
not been addressed to the satisfaction of the Exchange. 

10.9 If trading is halted but an announcement is not immediately forthcoming as expected, the 
Regulation Services Provider will establish a resumption time, which shall not be later 
than 24 hours after the time that the halt was imposed (excluding non-business days).  If 
the Issuer fails to make an announcement, the Regulation Services Provider will issue a 
notice stating that trading was halted for dissemination of news or for clarification of 
abnormal trading activity, that an announcement was not immediately forthcoming, and 
that trading will therefore resume at a specific time. 

10.10 When the Regulation Services Provider advises an Issuer that it will announce the 
resumption of trading, the Issuer must reconsider, in light of its responsibility to make 
timely disclosure of all Material Information, whether it should issue a statement prior to 
the resumption becoming effective to clarify why it requested a trading halt (if this is the 
case) and why it is not able to make an announcement prior to the resumption of trading. 

11. Confidential Information
11.1 In isolated and restricted circumstances, and in accordance with applicable Securities 

Laws, disclosure of Material Information concerning the business and affairs of an Issuer 
may be delayed and kept confidential temporarily if immediate release of the information 
would be unduly detrimental to the interests of the Issuer. 

POLICY 3.3 TIMELY DISCLOSURE Page 11 
(as at June 14, 2010) 668



11.2 The following are examples of certain instances in which disclosure may be unduly 
detrimental to the Issuer’s interests: 

(a) release of the information would prejudice the ability of the Issuer to pursue 
specific and limited objectives or to complete a transaction or series of 
transactions that are under way. For example, premature disclosure of the fact that 
an Issuer intends to purchase a significant asset may increase the cost of making 
the acquisition; 

(b) disclosure of the information would provide competitors with confidential 
corporate information that would be of significant benefit to them. Such 
information may be kept confidential if the Issuer is of the opinion that the 
detriment to it resulting from disclosure would outweigh the detriment to the 
market in not having access to the information. A decision to release a new 
product, or details on the features of a new product, may be withheld for 
competitive reasons. Such information should not be withheld if it is available to 
competitors from other sources; or 

(c) disclosure of information concerning the status of ongoing negotiations would 
prejudice the successful completion of those negotiations. It is unnecessary to 
make a series of announcements concerning the status of negotiations with 
another party concerning a particular transaction. If it seems that the situation is 
going to stabilize within a short period, public disclosure may be delayed until a 
definitive announcement can be made.  Disclosure should be made once “concrete 
information” is available, such as a final decision to proceed with the transaction 
or, at a later point in time, finalization of the terms of the transaction. 

11.3 It is the policy of the Exchange that the withholding of Material Information on the basis 
that disclosure would be unduly detrimental to the Issuer must be infrequent and can only 
be justified where the potential harm to the Issuer or investors caused by immediate 
disclosure can reasonably be considered to outweigh the undesirable consequences of 
delaying disclosure.  While recognizing that there must be a trade-off between the 
legitimate interest of an Issuer in maintaining confidentiality and the right of the 
investing public to disclosure of Material Information, the Exchange discourages any 
delays in disclosure for a lengthy period of time, since it is unlikely that confidentiality 
can be maintained beyond the short term. 

11.4 Issuers that wish to keep Material Information confidential must also comply in all 
respects with relevant Securities Laws, which includes the filing of a confidential 
material change report with the applicable Securities Commission, if the Material 
Information constitutes a Material Change. 
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11.5 The Exchange requires copies of confidential material change reports filed by an Issuer 
with applicable Securities Commissions to also be filed with the Exchange and the 
Regulation Services Provider.  The Exchange and  the Regulation Services Provider must 
be advised of the Material Information on a confidential basis so that trading in the 
Issuer’s securities may be monitored by the Regulation Services Provider. If the trading 
of the Issuer’s securities suggests or indicates that the confidential information may have 
been “leaked”, the Regulation Services Provider will normally require the Issuer to 
disseminate a news release immediately. The Regulation Services Provider will halt 
trading in the Issuer’s securities until the information has been properly disseminated. 

11.6 At any time when Material Information is being withheld from the public in accordance 
with this section, the Issuer must ensure that such Material Information is kept 
completely confidential and that persons in possession of such undisclosed Material 
Information are prohibited from purchasing or selling securities of the Issuer or “tipping” 
such information until the Material Information is publicly disclosed. 

11.7 The Issuer has a duty to take precautions to keep such undisclosed Material Information 
confidential.  Such information should not be disclosed to any officers or employees of 
the Issuer, or to the Issuer’s advisors, except in the necessary course of business.  The 
directors, officers and employees of an Issuer should be reminded on a regular basis that 
confidential information obtained in the course of their duties must not be disclosed. 

11.8 In the event that such confidential information, or rumours respecting the same, is 
divulged in any manner (other than in the course of ordinary business), the Issuer must 
make an immediate announcement of the Material Information.  The Exchange and the 
Regulation Services Provider must be notified prior to the announcement in order that 
trading can be halted as described in section 11.5 above. 

11.9 During the period before such Material Information is publicly disclosed, market activity 
in the Issuer’s securities will be closely monitored.  Any unusual market activity 
suggesting that the undisclosed Material Information is being selectively disclosed or that 
persons are taking advantage of it will result in a halt in trading until the information has 
been properly disseminated. 

11.10 Issuers should advise the Regulation Services Provider when they are working on 
potential material developments that may not be sufficiently advanced to require public 
disclosure and do not trigger the filing of confidential material change reports.  In such 
circumstances, the Regulation Services Provider will generally closely monitor the 
Issuers’ securities for unusual trading patterns.  When the Regulation Services Provider 
contacts an Issuer  upon noting an unexplained change in the price or volume of the 
security the Issuer must disclose to the Regulation Services Provider the existence, nature 
and status of any potentially material development so that the Regulation Services 
Provider can monitor the market with that knowledge. If it appears that the news has 
leaked into the marketplace, the Regulation Services Provider will advise the Issuer and 
halt trading until the Issuer can make a suitable announcement.  
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12. Breach of Policy
12.1 Any Issuer which fails to comply with any provision of this Policy may be subject to a 

trading halt of its securities without prior notice to the Issuer until the Issuer has complied 
with all Exchange Requirements. 

12.2 The directors of any Issuer which fails to comply with any provision of this Policy, 
together with any officer, employee, agent and consultant of the Issuer who is responsible 
for the Issuer’s failure to comply with any provision of this Policy, may be prohibited by 
the Exchange from serving as a director or officer of an Issuer, or be prohibited from 
being an employee, agent or consultant of an Issuer. 

_______________________________
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MARKET OVERVIEW

Each territory and province in Canada is responsible for its own securities regulation. There is no federal regu-
latory agency like in many markets, such as the Securities and Exchange Commission in the United States. 
Most provincial regulatory authorities, however, use as a guide the rulemaking of the Ontario Securities Com-
mission (“OSC”), which oversees the Toronto Stock Exchange (“TSX”) and administers and enforces the pro-
vincial Securities Act, the Commodities Futures Act and certain provisions of the Canada Business Corpora-
tions Act (“CBCA”). These acts set out the OSC’s authority to develop and enforce rules that help safeguard 
investors, deter misconduct and foster fair and efficient capital markets and confidence throughout Canadian 
markets. In addition, the TSX Company Manual provides a set of unified listing requirements to which issuers 
must adhere.

The Canadian Securities Administrators (“CSA”) is an umbrella organization of Canada’s provincial and ter-
ritorial securities regulators who work collaboratively to improve, coordinate and harmonize regulation of the 
Canadian capital markets. The CSA regulates the securities markets through policies set out in a number of 
multilateral or national instruments. The 13 provincial regulatory bodies in Canada operate under a “passport” 
system, whereby each has agreed to adopt the decisions made by other agencies. While the OSC is not tech-
nically a part of the passport system, the 12 other agencies have agreed to abide by its decisions. The OSC 
continues to separately analyze decisions made by the other regulatory bodies.

Many Canadian market rules are similar to U.S. corporate governance legislation; however, contrary to the U.S. 
“rules-based” approach, the Canadian “principles-based” approach requires companies to publicly disclose 
the extent of their compliance with best practices and to describe the procedures they have implemented to 
meet each principle.

SUMMARY OF CHANGES FOR THE 2019 CANADA POLICY GUIDELINES

Glass Lewis evaluates these guidelines on an ongoing basis and formally updates them on an annual basis. This 
year we’ve made noteworthy revisions in the following areas, which are summarized below but discussed in 
greater detail in the relevant section of this document: 

BOARD GENDER DIVERSITY

Our policy regarding board gender diversity, announced in November 2017, will take effect for meetings held 
after January 1, 2019. Under the updated policy, Glass Lewis will generally recommend voting against the 
nominating committee chair of a board that has no female members. In addition, we may recommend voting 
against the nominating committee chair if the board has not adopted a formal written diversity policy. De-
pending on other factors, including the size of the company, the industry in which the company operates and 
the governance profile of the company, we may extend this recommendation to vote against other nominating 
committee members. Also, when making these voting recommendations, we will carefully review a company’s 
disclosure of its diversity considerations and may refrain from recommending shareholders vote against di-
rectors of companies outside the S&P/TSX composite index, or when boards have provided a sufficient ratio-
nale for not having any female board members. Such rationale may include, but is not limited to, a disclosed 
timetable for addressing the lack of diversity on the board, and any notable restrictions in place regarding the 
board’s composition, such as director nomination agreements with significant investors.

Guidelines Introduction
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BOARD SKILLS

We have updated our guidelines to reflect our stance with regards to emerging best practice for disclosure of 
a board’s skills and competencies. Specifically, we believe companies should disclose sufficient information to 
allow a meaningful assessment of a board’s skills and competencies. From 2019, our analyses of director elec-
tions at S&P/TSX 60 index companies will include board skills matrices in order to assist in assessing a board’s 
competencies and identifying any potential skills gaps.

ENVIRONMENTAL AND SOCIAL RISK OVERSIGHT 

We have codified our approach to reviewing how boards are overseeing environmental and social issues. For 
large cap companies and in instances where we identify material oversight issues, Glass Lewis will review a 
company’s overall governance practices and identify which directors or board-level committees have been 
charged with oversight of environmental and/or social issues. Glass Lewis will also note instances when such 
oversight has not been clearly defined by companies in their governance documents.  

Further, we have clarified that, in instances where it is clear that companies have not properly managed or 
mitigated environmental or social risks to the detriment of shareholder value or when such mismanagement 
has threatened shareholder value, Glass Lewis may consider recommending that shareholders vote against 
members of the board who are responsible for oversight of environmental and social risks. In the absence 
of explicit board oversight of environmental and social issues, Glass Lewis may recommend that sharehold-
ers vote against members of the audit committee. In making these determinations, Glass Lewis will carefully 
review the situation at hand, its effect on shareholder value, as well as any response made by the company in 
order to take corrective action.

RATIFICATION OF AUDITOR: ADDITIONAL CONSIDERATIONS

We have codified additional factors we will consider when reviewing auditor ratification proposals and ex-
tended our discussion of auditor ratification to reflect updated disclosure standards. Specifically, additional 
factors we will consider include the auditor’s tenure, a pattern of inaccurate audits, and any ongoing litigation 
or significant controversies that call into question an auditor’s effectiveness. In limited cases, these factors 
may contribute to a recommendation against auditor ratification. 

VIRTUAL-ONLY SHAREHOLDER MEETINGS

Our policy regarding virtual-only shareholder meetings, announced in November 2017, will take effect for 
meetings held after January 1, 2019. Under this new policy, for companies that opt to hold their annual share-
holder meeting by virtual means, and without the option of attending the meeting in person, Glass Lewis will 
examine the company’s disclosure of its virtual meeting procedures and may recommend voting against mem-
bers of the governance committee if the company does not provide disclosure assuring that shareholders will 
be afforded the same rights and opportunities to participate as they would at an in-person meeting. 

Examples of effective disclosure include: (i) addressing the ability of shareholders to ask questions during 
the meeting, including time guidelines for shareholder questions, rules around what types of questions are al-
lowed, and rules for how questions and comments will be recognized and disclosed to meeting participants; 
(ii) procedures, if any, for posting appropriate questions received during the meeting, and the company’s 
answers, on the investor page of their website as soon as is practical after the meeting; (iii) addressing techni-
cal and logistical issues related to accessing the virtual meeting platform; and (iv) procedures for accessing 
technical support to assist in the event of any difficulties accessing the virtual meeting.

DIRECTOR AND OFFICER INDEMNIFICATION

While we have not changed our current policy, we have added a section clarifying our approach to analyzing 
indemnification provisions for directors and officers. While Glass Lewis strongly believe that directors and of-
ficers should be held to the highest standard when carrying out their duties to shareholders, some protection 
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from liability is reasonable to protect them against certain suits so that these officers feel comfortable taking 
measured risks that may benefit shareholders. As such, we find it appropriate for a company to provide in-
demnification and/or enroll in liability insurance to cover its directors and officers so long as the terms of such 
agreements are reasonable.

EXECUTIVE COMPENSATION

CONTRACTUAL PAYMENTS AND ARRANGEMENTS

We have extended our policy regarding contractual payments and arrangements as part of our analysis of 
executive compensation and clarified terms that help drive a negative recommendation. When evaluating 
severance and sign-on arrangements, we consider general Canadian market practice, the size and design of 
entitlements.

GRANTS OF FRONT-LOADED AWARDS

We have added a discussion of grants of front-loaded awards. We believe that there are certain risks associ-
ated with the use of this structure. When evaluating such awards, Glass Lewis takes quantum, design and the 
company’s rationale for granting awards under this structure into consideration.

RECOUPMENT PROVISIONS (“CLAWBACKS”)

We have clarified our policy regarding “Recoupment Provisions (“Clawbacks”)” as we are increasingly focus-
ing attention on the specific terms of these policies. While our view on the adequacy of these policies will not 
directly affect voting recommendations with respect to Say-On-Pay proposals, the suitability of the terms of 
a policy inform our overall view of a company’s compensation program.

OTHER EXECUTIVE COMPENSATION CLARIFICATIONS

In addition to the above, we have clarified and formalized several aspects of our executive compensation poli-
cies. These include reframing how peer groups contribute to recommendations, revising our description of 
the pay-for-performance model, and adding discussion on the consideration of discretion in incentive plans. 
We have also added an explanation of the structure and disclosure ratings in our Proxy Papers and addressed 
certain recent developments in our discussion of director compensation and bonus plans. 

HOUSEKEEPING CHANGES

Lastly, we have made several minor edits of a housekeeping nature, including the removal of several outdated 
references, in order to enhance clarity and readability.
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ELECTION OF DIRECTORS 

The purpose of Glass Lewis’ proxy research and advice is to facilitate shareholder voting in favor of gover-
nance structures that will drive performance, create shareholder value and maintain a proper tone at the top. 
Glass Lewis looks for talented boards with a record of protecting shareholders and delivering value over the 
medium- and long-term. We believe that boards working to protect and enhance the best interests of share-
holders are (i) independent, (ii) have directors with diverse backgrounds, (iii) have a record of positive perfor-
mance, and (iv) have members with a breadth and depth of experience. 

SLATE ELECTIONS

A diminishing minority of companies continue to elect board members as a slate, whereby shareholders are un-
able to vote on the election of each individual director, but rather may only vote for – or withhold votes from –  
the board as a whole. 

Although the TSX listing rules prevents the use of slates for most Canadian companies, those traded on al-
ternate exchanges such as the TSX Venture Exchange or Canadian National Stock Exchange are not required 
to comply. As a result, Glass Lewis will continue to provide recommendations for slates or for each individual 
director, as applicable. When we recommend voting for a slate but have identified concerns with individual 
directors, we will note the concerns in our analysis of the board. 

Glass Lewis views the use of slate elections as a significant hindrance to the director election process that 
results in substantially reduced individual accountability. Therefore, when reviewing a slate election, if signifi-
cant concerns1 exist concerning any of the nominees, we may recommend withholding votes from the entire 
slate. However, when our concerns are limited to poor attendance or an excessive number of public company 
directorships or audit committee memberships, and the aggregate number of directors with these issues rep-
resent less than one-third of the total board, we will recommend that shareholders vote for the entire slate of 
directors. 

INDEPENDENCE

The independence of directors, or lack thereof, is ultimately demonstrated through their decisions. In assess-
ing the independence of directors, we will take into consideration whether a director has a track record indica-
tive of making objective decisions. Ultimately, we believe the determination of a director’s independence must 
take into consideration his/her compliance with the applicable listing requirements on independence, as well 
as his/her past decisions. 

We look at each individual on the board and examine his or her relationships with the company, its associated 
entities and executives, and other board members. The purpose of this inquiry is to determine whether pre-
existing personal, familial or such financial relationships (apart from compensation as a director) are likely to  
 

1  Such concerns generally relate to: (i) the presence of non-independent directors on a committee; (ii) the absence of an independent chair/lead director 
or compensation committee; (iii) an insufficiently independent board; (iv) excessive non-audit fees paid to the company’s auditor; or (v) significant related-
party transactions.

A Board of Directors that Serves 
the Interests of Shareholders 
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impact the decisions of that board member. We believe the existence of personal, familial or financial relation-
ships make it difficult for a board member to put the interests of the shareholders above personal interests. 

To that end, we classify directors in three categories based on the type of relationships they have with the 
company: 

Independent Director — A director is independent if s/he has no direct or indirect material finan-
cial or familial connections with the company, its executives, its independent auditor or other board 
members, except for service on the board and the standard fees paid for that service. Employee rela-
tionships that have existed within the past five years and other relationships that have existed within 
the three years prior to the inquiry are usually considered to be “current” for purposes of this test. 
However, Glass Lewis does not apply the five-year look-back period to directors who have previously 
served as executives of the company on an interim basis for less than one year. 

Affiliated Director — A director is affiliated if s/he has a material, financial, familial or other rela-
tionship with the company, its independent auditor or its executives, but is not an employee of the 
company. This includes directors whose primary employers have a material financial relationship with 
the company, as well as those who own or control at least 20% of either the company’s issued share 
capital, or its outstanding voting rights. We note that in every instance in which a company classifies 
one of its directors as non-independent, that director will be classified as an affiliate by Glass Lewis.2

We view 20% shareholders as affiliates because they typically have access to and involvement with 
the management of a company that is fundamentally different from that of ordinary shareholders. 
More importantly, 20% holders may have interests that diverge from those of ordinary holders, for 
reasons such as the liquidity (or lack thereof) of their holdings, personal tax issues, etc. Glass Lewis 
applies a three-year look back period to all directors who have an affiliation with the company other 
than former employment, for which we apply a five-year look back.

Definition of “Material”: A material relationship is one in which the dollar value exceeds: (i) C$50,000 
(C$25,000 for venture firms), or where no amount is disclosed, for directors who personally receive 
compensation for a service they have agreed to perform for the company, outside of their service as 
a director, including professional or other services; (ii) C$100,000 (C$50,000 for venture firms), or 
where no amount is disclosed, for those directors employed by a professional services firm such as a 
law firm, investment bank or consulting firm where the firm is paid for services but not the individual 
directly (see section on TSX Venture Companies for exceptions). This dollar limit would also apply to 
charitable contributions to schools where a board member is a professor, or charities where a board 
member serves on the board or is an executive, or any other commercial dealings between the com-
pany and the director or the director’s firm; (iii) 1% of either company’s consolidated gross revenue 
for other business relationships (e.g., where the director is an executive officer of a firm that provides 
or receives services or products to or from the company).

Definition of “Familial” as used herein includes a person’s spouse, parents, children, siblings, grand-
parents, uncles, aunts, cousins, nieces and nephews, in-laws, and anyone (other than domestic em-
ployees) who share such person’s home.

Definition of “Company” includes any parent or subsidiary in a consolidated group with the company 
or any entity that merged with, was acquired by, or acquired the company.

Inside Director — An inside director is one who simultaneously serves as a director and as an em-
ployee of the company. This category may include a board chair who acts as an employee of the 
company or is paid as an employee of the company. 

2  If the reason for a director’s non-independent status cannot be discerned from the company’s documents, we will footnote the director in the board 
table as “Not considered independent by the board.” In all other cases where the director is considered affiliated or is an insider, we will footnote the 
reasons or circumstances for the director’s status.
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VOTING RECOMMENDATIONS ON THE BASIS OF INDEPENDENCE

Glass Lewis believes that a board will most effectively perform the oversight necessary to protect the interests 
of shareholders if it is independent. In general, at least a majority of a board should consist of independent 
directors.3 However, Glass Lewis believes boards of companies in the S&P/TSX Composite Index should have 
a greater level of independence, reflecting both these companies’ size and best practice in Canada. Therefore, 
we will expect such companies’ boards to be at least two-thirds independent. Further, for venture-listed issu-
ers, we apply a more lenient standard, requiring boards to have at least two independent directors, represent-
ing no less than one-third of the board. In the event that a board fails to meet these thresholds, we typically 
recommend shareholders withhold their votes from some of the inside and/or affiliated directors in order to 
satisfy these independence standards. 

In the case of a staggered board, if the affiliates or insiders who we believe should be removed from the board 
are not standing for election, we will express our concerns about those directors; however, we will not recom-
mend shareholders withhold their votes from the affiliates or insiders who are up for election just to achieve 
sufficient overall board independence.

We are firmly committed to the belief that only independent directors should serve on a company’s audit, 
compensation and nominating and/or governance committees. As such, we typically recommend that share-
holders withhold their votes from affiliated or inside directors seeking appointment to these committees; how-
ever, we allow for exceptions to this rule, including carve outs for significant shareholders and for controlled 
companies and firms listed on the TSX Venture Exchange, as discussed below. These exceptions do not extend 
to audit committee memberships nor do they extend to members or affiliates of management seeking ap-
pointment to the compensation committee.

PERFORMANCE 

The most crucial test of a board’s commitment to the company and its shareholders lies in the actions of the 
board and its members. We look at the performance of these individuals as directors and executives of the 
company and of other companies where they have served. 

We find that a director’s past conduct is often indicative of future conduct and performance. We often find 
directors with a history of overpaying executives or of serving on boards where avoidable disasters have oc-
curred serving on the boards of companies with similar problems. 

VOTING RECOMMENDATIONS ON THE BASIS OF PERFORMANCE 

We typically recommend that shareholders vote against directors who have served on boards or as executives 
of companies with records of poor performance, inadequate risk oversight, excessive compensation, audit- or 
accounting-related issues, and/or other indicators of mismanagement or actions against the interests of share-
holders. We will reevaluate such directors based on, among other factors, the length of time passed since the 
incident giving rise to the concern, shareholder support for the director, the severity of the issue, the director’s 
role (e.g., committee membership), director tenure at the subject company, whether ethical lapses accompa-
nied the oversight lapse, and evidence of strong oversight at other companies.

Likewise, we examine the backgrounds of those who serve on key board committees to ensure that they have 
the required skills and diverse backgrounds to make informed judgments about the subject matter for which 
the committee is responsible.

We believe shareholders should avoid electing directors who have a record of not fulfilling their responsibilities 
to shareholders at any company where they have held a board or executive position. We typically recommend 
voting against:

3  National Instrument 58-201 — Effective Corporate Governance.
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1. A director who fails to attend a minimum of 75% of board meetings and/or committee meetings in 
the absence of a reasonable explanation for their poor attendance record.4

2. A director who is also the CEO of a company where a serious and material restatement has occurred 
after the CEO had previously certified the pre-restatement financial statements.5

3. A director who has received two against recommendations from Glass Lewis for identical reasons 
within the prior year at different companies (the same situation must also apply at the company  
being analyzed).

4. A director who exhibits a pattern of poor oversight in the areas of executive compensation, risk man-
agement or director recruitment/nomination.

BOARD RESPONSIVENESS

Glass Lewis believes that boards should be responsive to shareholder concerns and issues that may adversely 
affect shareholder value. In particular, we believe that a board response is warranted any time 20% or more 
of shareholders vote contrary to the recommendation of management. These include instances when 20% or 
more of shareholders: (i) withhold votes from (or vote against) a director nominee; (ii) vote against a manage-
ment-sponsored proposal; or (iii) vote for a shareholder proposal. In our view, a 20% threshold is significant 
enough to warrant a close examination of the underlying issues and an evaluation of whether or not the board 
responded appropriately following the vote, particularly in the case of a compensation or director election 
proposal. While the 20% threshold alone will not automatically generate a negative vote recommendation 
from Glass Lewis on a future proposal (e.g., to recommend against a director nominee, against a say-on-pay 
proposal, etc.), it may be a contributing factor to our recommendation to vote against management proposals 
or certain directors in the event we determine that the board or a board committee did not respond appropri-
ately to an ongoing issue.

With regards to companies where voting control is held through a dual-class share structure with dispropor-
tionate voting and economic rights, we will carefully examine the level of approval or disapproval attributed 
to unaffiliated shareholders when determining whether board responsiveness is warranted. Where vote results 
indicate that a majority of unaffiliated shareholders supported a shareholder proposal or opposed a manage-
ment proposal, we believe the board should demonstrate an appropriate level of responsiveness. 

As a general framework, our evaluation of board responsiveness involves a review of publicly available disclo-
sures (e.g., the management information circular, press releases, company website, etc.) released following the 
date of the company’s last annual meeting up through the publication date of our most current Proxy Paper. 
Depending on the specific issue, our focus typically includes, but is not limited to, the following:

• At the board level, any changes in directorships, committee memberships, disclosure of related party 
transactions, meeting attendance, or other responsibilities.

• Any revisions made to the company’s articles of incorporation, bylaws or other governance docu-
ments.

• Any press or news releases indicating changes in, or the adoption of, new company policies, business 
practices or special reports.

• Any modifications made to the design and structure of the company’s compensation program.

4  However, where a director has served for less than one full year, we will typically not recommend voting against for failure to attend 75% of meetings. 
Rather, we will note the poor attendance with a recommendation to track this issue going forward. We will also refrain from recommending to vote against 
directors when the proxy discloses that the director missed the meetings due to serious illness or other extenuating circumstances.
5  National Instrument 52-109 requires the certification of all financial fillings by each the CEO and CFO.
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Our Proxy Paper analysis will include a case-by-case assessment of the specific elements of board responsive-
ness that we examined along with an explanation of how that assessment impacts our current vote recom-
mendations. 

SEPARATION OF THE ROLES OF CHAIR AND CHIEF EXECUTIVE 

Glass Lewis believes that separating the roles of corporate officers and the board chair is typically a better 
governance structure than a combined executive/chair position.6 The role of executives is to manage the busi-
ness on the basis of the course charted by the board. Executives should report to the board regarding their 
performance in achieving goals previously set by the board. This process becomes much more complicated 
when management chairs the board. 

Presumably the influence of any chief executive with his/her board will be considerable. A chief executive 
should be able to set the strategic course for the company, with the blessing of the board, and the board 
should enable the chief executive to carry out his/her vision for accomplishing the company’s objectives. Fail-
ure to achieve this objective should lead the board to replace that chief executive with someone in whom it 
has greater confidence. 

It can become difficult for a board to fulfill its roles as overseer and policy-setter when the chief executive/
chair controls the agenda and the discussion in the boardroom. A combination of these roles generally pro-
vides chief executives with leverage to entrench their position, leading to longer-than-optimal terms, fewer 
checks on management, less scrutiny of the operation of the business and increased limitations on indepen-
dent, shareholder focused goal-setting by the board. 

We view an independent chair as better able to oversee the executives of the company and set a pro-share-
holder agenda without the management conflicts that a chief executive or other insiders often face. This, in 
turn, leads to a more proactive and effective board of directors that is looking out for the interests of share-
holders above all else. We will recommend shareholders withhold votes from the nominating/governance 
committee chair when a board does not have some established form of independent leadership. 

We typically do not recommend that shareholders withhold votes from chief executives who chair the board. 
However, we generally encourage our clients to support a separation between the roles of board chair and 
chief executive whenever that question is posed in a proxy, as we believe such a governance structure is in the 
best long-term interests of the company and its shareholders. 

Furthermore, Glass Lewis strongly supports the existence of an independent presiding or lead director with 
the authority to set the agenda for meetings and lead sessions outside the presence of the insider chair. 

BOARD COMMITTEES 

THE ROLE OF A COMMITTEE CHAIR

Glass Lewis believes that a designated committee chair maintains primary responsibility for the actions of his 
or her respective committee. As such, many of our committee-specific vote recommendations reference the 
applicable committee chair rather than the entire committee (depending on the severity of the issue). How-
ever, in cases where we would ordinarily recommend voting against a committee chair but one has not been 
appointed or disclosed, we apply the following general rules, which apply throughout our guidelines:

• If there is no committee chair, we recommend voting against the longest-tenured committee mem-
ber or, if the longest-serving committee member cannot be determined, the longest-serving board 
member serving on the committee (i.e., in either case, the “senior director”);

6  National Instrument 58-201 states that the chair of the board should be an independent director and that where this is not appropriate, an independent 
director should be appointed to act as “lead director.” Either an independent chair or an independent lead director should act as the effective leader of the 
board and ensure that the board’s agenda will enable it to successfully carry out its duties.
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• If there is no committee chair, but multiple senior directors serving on the committee, we recom-
mend voting against one, both (or all) such senior directors as applicable.

In our view, companies should clearly disclose which director is charged with overseeing each committee. 
In cases where this simple framework is ignored and a reasonable analysis cannot determine which commit-
tee member is the designated leader, we believe shareholder action against the longest serving committee 
member(s) is warranted. To be clear, this only applies in cases where we would ordinarily recommend voting 
against the committee chair but no such position exists or there is no designated director in such role.

When we would ordinarily recommend that shareholders vote against the committee chair but that committee 
does not exist, we will instead recommend that shareholders vote against the non-executive chair, or in the 
absence thereof, the longest-serving non-executive director on the board. Similarly, when we would otherwise 
recommend that shareholders vote against the board chair for a perceived governance failure, but the chair 
either cannot be identified or serves as an executive, we will recommend that shareholders vote against the 
senior non-executive member of the board. 

AUDIT COMMITTEE PERFORMANCE 

Audit committees play an integral role in overseeing the financial reporting process because stable capital 
markets depend on reliable, transparent, and objective financial information to support an efficient and ef-
fective capital market process. Audit committees play a vital role in providing this disclosure to shareholders.

When assessing an audit committee’s performance, we are aware that this committee does not prepare fi-
nancial statements, is not responsible for making the key judgments and assumptions that affect the finan-
cial statements, and does not audit the numbers or other disclosures provided to investors. Rather, the audit 
committee monitors and oversees the processes and procedures that management and auditors perform. The 
1999 Report and Recommendations of the Blue Ribbon Committee on Improving the Effectiveness of Corpo-
rate Audit Committees stated it best: 

“A proper and well-functioning system exists, therefore, when the three main groups responsible 
for financial reporting — the full board including the audit committee, financial management 
including the internal auditors, and the outside auditors – form a ‘three legged stool’ that sup-
ports responsible financial disclosure and active participatory oversight. However, in the view of 
the Committee, the audit committee must be ‘first among equals’ in this process, since the audit 
committee is an extension of the full board and hence the ultimate monitor of the process.”

STANDARDS FOR ASSESSING THE AUDIT COMMITTEE 

For an audit committee to function effectively on investors’ behalf, it must include members with sufficient 
knowledge to diligently carry out their responsibilities. In its audit and accounting recommendations, the Con-
ference Board Commission on Public Trust and Private Enterprise said “members of the audit committee must 
be independent and have both knowledge and experience in auditing financial matters.”7 

Glass Lewis generally assesses audit committees against the decisions they make with respect to their over-
sight and monitoring role. Shareholders should be provided with reasonable assurance as to the material ac-
curacy of financial statements based on: (i) the quality and integrity of the documents; (ii) the completeness of 
disclosures necessary for investors to make informed decisions; and (iii) the effectiveness of internal controls. 
The independence of the external auditors and the results of their work provide useful information for assess-
ing the audit committee. 

We are skeptical of audit committees that have members who lack expertise as a certified public accountant, 
CFO or corporate controller of similar experience. While we will not necessarily vote against members of an 
audit committee when such expertise is lacking, we are more likely to vote against committee members when 
a problem such as a restatement occurs and such expertise is lacking. 

7  Commission on Public Trust and Private Enterprise. The Conference Board. 2003. 
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When assessing the decisions and actions of an audit committee, we typically defer judgment to its members; 
however, we may recommend withholding votes from the following members under these circumstances:

1. The chair of the audit committee who served on the committee at the time of the audit, if audit and 
audit-related fees total less than 50% of the fees billed by the auditor.

2. All members of the audit committee who presided over a significant failure to oversee material en-
vironmental and social risks, in the absence of a separate committee with dedicated environmental 
and social risk oversight functions.

3. All members of the audit committee who sit on an excessive number of public company audit com-
mittees.8

4. The audit committee chair if there is not at least one member who is financially literate, as required 
by the CSA.

5. The audit committee chair if the audit committee consisted of fewer than three members for the 
majority of the fiscal year (see section on venture firms for exceptions).

6. All members of the audit committee who served at a time when the company failed to report or have 
its auditors report material weaknesses in internal controls.

7. All members of the audit committee who served at a time when financial statements had to be re-
stated due to negligence or fraud.

8. All members of the audit committee if the company has repeatedly failed to file its financial reports 
in a timely fashion.

9. All members of the audit committee if the committee re-appointed an auditor that we no longer 
consider to be independent for reasons unrelated to fee proportions.

10. All members of the audit committee who served at a time when accounting fraud occurred in  
the company.

11. All members of the audit committee if recent non-audit fees have included charges for services that 
are likely to impair the independence of the auditor.9

12. All members of the audit committee if non-audit fees include charges for tax services for senior ex-
ecutives of the company, or include services related to tax avoidance or tax shelter schemes.

13. All members of the audit committee if options have recently been backdated, and: (i) there are in-
adequate internal controls in place, or, (ii) there was a resulting restatement and disclosures indicate 
there was a lack of documentation with respect to option grants. 

14. All members of the audit committee who served on the committee during a period where the com-
pany has reported a material weakness in its controls over financial reporting which has been out-
standing for more than one year or for which a credible remediation plan has not been disclosed. 

8  For audit committee members of TSX-listed companies, we generally consider three audit committee memberships to be a reasonable limit, and four for 
directors with demonstrable financial expertise such as a former CFO. For audit committee members of companies listed on the TSX Venture exchange, 
we generally consider four audit committees to be a reasonable limit, and five for directors with financial expertise. Factors that we will consider include 
company size, their geographical distribution and an audit committee member’s level of expertise and overall commitments; ultimately we will evaluate a 
director’s level of commitment on a case-by-case basis.
9  Such services include: (i) bookkeeping or other services related to the accounting records or financial statements of the audit client; (ii) financial infor-
mation systems design and implementation; (iii) appraisal or valuation services, fairness opinions, or contribution-in-kind reports; (iv) actuarial services; 
(v) internal audit outsourcing services; (vi) management functions or human resources; (vii) broker or dealer, investment adviser, or investment banking 
services; (viii) legal services and expert services unrelated to the audit; and (ix) any other service that the board determines, by regulation, is impermissible.
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In making recommendations on the basis of audit committee performance, we will consider the severity of 
the issues identified, any extenuating facts and circumstances, whether issues have been ongoing for multiple 
accounting periods, the overall composition of the committee and a company’s disclosure regarding its over-
sight of audit related issues.

COMPENSATION COMMITTEE PERFORMANCE 

Compensation committees have a critical role in determining the compensation of executives. This includes 
deciding the basis on which compensation is determined, as well as the amounts and types of compensation 
to be paid. This process begins with the establishment of employment agreements, including the terms for 
such items as base pay, pensions and severance arrangements. It is important for compensation arrangements 
to be based on a company’s long-term economic performance and returns to shareholders. 

Compensation committees are also responsible for overseeing the transparency of compensation. This over-
sight includes disclosure of various compensatory elements, including the overall disclosure of arrangements, 
pay-for-performance matrices and the use of compensation consultants. It is important that investors be pro-
vided clear and complete disclosure of the significant terms of compensation arrangements in order to help 
them reach informed opinions regarding the compensation committee’s actions.

Finally, compensation committees are responsible for the oversight of internal controls in the executive com-
pensation process. This duty includes supervising controls over gathering information used to determine 
compensation, establish equity award plans, and grant equity awards. Deficient controls can contribute to 
conflicting information being obtained, for example, through the use of non-objective consultants. Deficient 
controls can also contribute to the granting of improper awards, such as backdated or spring-loaded options, 
or unmerited bonuses. 

Central to understanding the actions of a compensation committee is a careful review of the Compensa-
tion Discussion and Analysis (“CD&A”) report included in each company’s proxy. We review the CD&A in our 
evaluation of the overall compensation practices of a company, as overseen by the compensation committee. 
The CD&A is also integral to the evaluation of compensation proposals at companies, such as management-
submitted advisory compensation vote proposals, which allow shareholders to vote on the compensation paid 
to a company’s top executives. For more information on our approach to executive compensation, please refer 
to Section III — The Link Between Compensation and Performance.

We may recommend withholding votes from the following compensation committee members under the  
following circumstances: 

1. All members of a compensation committee during whose tenure the committee failed to address 
shareholder concerns following majority shareholder opposition to a say-on-pay proposal in the 
previous year. Where the proposal was approved but there was a significant shareholder vote (i.e., 
greater than 20% of votes cast) against the say-on-pay proposal in the prior year, if the board did 
not respond sufficiently to the vote including actively engaging shareholders on this issue, we will 
also consider recommending voting against the compensation committee chair or all members of 
the compensation committee, depending on the severity and history of the compensation problems 
and the level of shareholder opposition. 

2. The compensation committee chair if the CD&A fails to provide a reasonable level of disclosure that 
allows shareholders to fully comprehend executive compensation policies or practices.
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3. All members of the compensation committee who are up for election and served when the company 
failed to align pay with performance if shareholders are not provided with an advisory vote on execu-
tive compensation at the annual meeting.10

4. All members of the compensation committee (from the relevant time period) if the company has 
entered into excessive employment agreements and/or severance arrangements.

5. All members of the compensation committee if performance goals were changed (e.g., lowered) 
when employees failed or were unlikely to meet original goals, or if performance-based compensa-
tion was paid despite goals not being attained. 

6. All members of the compensation committee if excessive employee perquisites and benefits were 
allowed. 

7. The compensation committee chair if the compensation committee did not meet during the year.

We also believe that any company that pays its executives should maintain a committee to provide the nec-
essary oversight for related matters. Therefore, we will usually recommend that shareholders withhold votes 
from the board chair or senior non-executive director when this key committee has not been established. 

NOMINATING AND GOVERNANCE COMMITTEE PERFORMANCE 

The nominating and governance committee, as the agent for shareholders, is responsible for the board’s gov-
ernance of the company and its executives. In performing this role, the board is responsible and accountable  
for the selection of objective and competent directors. It is also responsible for providing leadership on gov-
ernance policies adopted by the company, such as the implementation of shareholder proposals that have re-
ceived a majority vote. In Canada, the committees that are charged with fulfilling these roles may be combined 
or separated. As such, our voting recommendations may fluctuate depending on the specific duties charged 
to each committee. 

Consistent with Glass Lewis’ philosophy that boards should have diverse backgrounds and members with a 
breadth and depth of relevant experience, we believe that nominating and governance committees should 
consider diversity when making director nominations within the context of each specific company and its in-
dustry. In our view, shareholders are best served when boards make an effort to ensure a constituency that is 
not only reasonably diverse on the basis of age, race, gender and ethnicity, but also on the basis of geographic 
knowledge, industry experience, board tenure and culture. 

Regarding the nominating committee, we may recommend that votes be withheld from the following mem-
bers under these circumstances: 

1. All members of the nominating committee when the committee nominated or re-nominated an indi-
vidual who had a significant conflict of interest or whose past actions demonstrated a lack of integ-
rity or an inability to represent shareholder interests.

2. The nominating committee chair if the nominating committee did not meet during the year.11

3. The nominating committee chair and/or all members of the committee when the number of directors 
on the board is more than 20 or fewer than five directors (or four for venture exchange listed issuers).

10  If a company provides shareholders with a say-on-pay proposal, we will initially only recommend voting against the company’s say-on-pay proposal 
and will not recommend voting against the members of the compensation committee unless there is a pattern of failing to align pay and performance 
and/or the company exhibits egregious compensation practices. However, if the company repeatedly fails to align pay and performance, we will then 
recommend against the members of the compensation committee in addition to recommending voting against the say-on-pay proposal. For cases in 
which the disconnect between pay and performance is marginal and the company has outperformed its peers, we will consider not recommending against 
compensation committee members. 
11  In the absence of a chair, we will recommend that shareholders withhold votes from the senior member of this committee or, in the absence of this 
committee, the board chair. In the absence of a board chair, we will recommend withholding votes from the senior non-executive director.
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4. The nominating committee chair, when a director who did not receive support from a majority of vot-
ing shares in the previous election was allowed to remain on the board and, further, the issues that 
raised shareholder concern were not addressed.12

5. The chair of the nominating committee where the board’s failure to ensure the board has directors 
with relevant experience, either through periodic director assessment or board refreshment, has 
contributed to a company’s poor performance.

6. The nominating committee chair when the board has no female directors and has not provided suf-
ficient explanation or disclosed a plan to address the lack of diversity on the board.

7. The nominating committee chair when the board has not adopted a formal diversity policy and we 
have identified concerns regarding the gender diversity of the board.

We may recommend withholding votes from the following members of the governance committee in these 
circumstances:

1. The governance committee chair13 when the board chair is not independent and an independent lead 
or presiding director has not been appointed. 

2. All members of the governance committee who served at a time when the board failed to implement 
a shareholder proposal approved by shareholders with a direct and substantial impact on sharehold-
ers and their rights.

3. All members of the governance committee when the board fails to adopt a majority voting policy.14 

4. The governance committee chair when the board has provided poor disclosure on key issues, such 
as the identity of its chair, related-party transactions or other information necessary for shareholders 
to properly evaluate the board. 

5. The governance committee chair when the board has failed to disclose detailed voting results from 
the previous annual meeting.

OTHER CONSIDERATIONS 

DIRECTOR COMMITMENTS

We believe that directors should have the necessary time to fulfill their duties to shareholders. In our view, an 
overcommitted director can pose a material risk to a company’s shareholders, particularly during periods of 
crisis. In addition, recent research indicates that the time commitment associated with being a director has 
been on a significant upward trend in the past decade. As a result, we generally recommend that shareholders 
vote against a director who serves as an executive officer of any public company while serving on more than 
two public company boards and any other director who serves on more than five public company boards.15

Because we believe that executives will primarily devote their attention to executive duties, we generally will 
not recommend that shareholders vote against overcommitted directors at the companies where they serve 
as an executive.

12  Considering that shareholder discontent clearly relates to the director who received a greater than 50% against vote rather than the nominating 
chair, we review the validity of the issue(s) that initially raised shareholder concern, follow-up on such matters, and only recommend voting against the 
nominating chair if a reasonable analysis suggests that it would be most appropriate. In rare cases, we will consider recommending against the nominating 
chair when a director receives a substantial (i.e., 20% or more) vote against based on the same analysis.
13  In the absence of a chair, we will recommend that shareholders withhold votes from the senior member of this committee or, in the absence of this 
committee, the senior non-executive director.
14  Only applies to companies listed on the Toronto Stock Exchange.
15  Given the reduced time commitment and after consideration of all relevant circumstances (including attendance, company size, and a director’s overall 
expertise and performance), we generally permit directors at TSX Venture firms to sit on up to nine boards (refer to “TSX Venture Companies” section for 
further information).
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When determining whether a director’s service on an excessive number of boards may limit the ability of the 
director to devote sufficient time to board duties, we may consider relevant factors such as the size and loca-
tion of the other companies where the director serves on the board, the director’s board roles at the compa-
nies in question, whether the director serves on the board of any large privately-held companies, the director’s 
tenure on the boards in question, and the director’s attendance record at all companies. In the case of direc-
tors who serve in executive roles other than CEO (e.g., executive chair), we will evaluate the specific duties and 
responsibilities of that role in determining whether an exception is warranted.

We may also refrain from recommending against certain directors if the company provides sufficient rationale 
for their continued board service. The rationale should allow shareholders to evaluate the scope of the direc-
tors’ other commitments, as well as their contributions to the board including specialized knowledge of the 
company’s industry, strategy or key markets, the diversity of skills, perspective and background they provide, 
and other relevant factors. We will also generally refrain from recommending to vote against a director who 
serves on an excessive number of boards within a consolidated group of companies or a director that repre-
sents a firm whose sole purpose is to manage a portfolio of investments which include the company.

CONFLICTS OF INTEREST

In addition to the above three key characteristics we analyze in evaluating board members — independence, 
performance and experience — we also consider other issues in making voting recommendations. 

We believe that a board should be wholly free of people who have identifiable conflicts of interest. Accord-
ingly, we generally recommend shareholders withhold votes from affiliated or inside directors in the following 
circumstances:

1. A CFO currently serving on the board. In our view, the CFO holds a unique position relative to finan-
cial reporting and disclosure to shareholders. Given the critical importance of financial disclosure 
and reporting, we believe the CFO should report to the board and not be a member of it.

2. A director, or an immediate family member of a director, who provides material consulting or other 
material professional services to the company. These services may include legal, consulting, or fi-
nancial services. We question the need for the company to have consulting relationships with its 
directors. We view such relationships as creating conflicts for directors, since they may be forced to 
weigh their own interests against shareholder interests when making board decisions. In addition, a 
company’s decisions regarding where to turn for the best professional services may be compromised 
when doing business with the professional services firm of one of the company’s directors. However, 
we will consider the specific nature of the professional services relationship between the company 
and a director and the independence profile of the board and its key committees.16

3. A director, or an immediate family member of a director, who engages in, or receives benefits from, 
commercial deals, including perquisite type grants from the company, which we believe may force 
the director in question to make unnecessarily complicated decisions that pit his/her interests against 
those of shareholders. Given the pool of director talent and the limited number of directors on any 
board, we believe shareholders are best served by directors who are independent of such relation-
ships.

4. A director who has interlocking directorships with one of the company’s executives. Top executives 
serving on each other’s boards creates an interlock that poses conflicts that should be avoided to 
ensure the promotion of shareholder interests above all else.

16  We provide an exception when companies structure compensation so that executives are paid as consultants rather than provided with salaries, as is 
common practice among venture companies.
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BOARD SIZE 

While we do not believe that there is a universally applicable optimum board size, we do believe that boards 
should have a minimum of five directors in order to ensure that there is a sufficient diversity of views and 
breadth of experience in every decision the board makes. At the other end of the spectrum, we believe that 
boards with more than 20 directors will typically suffer under the weight of “too many cooks in the kitchen” 
and have difficulty reaching consensus and making timely decisions. Sometimes the presence of too many 
voices makes it difficult to draw on the wisdom and experience in the room by virtue of the need to limit the 
discussion so that each voice may be heard. 

To that end, we typically recommend withholding votes from the chair of the nominating and/or governance 
committee at boards with fewer than five directors (or the board chair, in the absence of this committee), or 
four directors for venture issuers. For boards consisting of more than 20 directors, we typically recommend 
withholding votes from the nominating committee chair (or governance committee, in the absence of a nomi-
nating committee).17

EXCEPTIONS FOR RECENT IPOs

We believe companies that have recently completed an initial public offering (“IPO”) should be allowed ad-
equate time to fully comply with marketplace listing requirements as well as to meet basic corporate gov-
ernance standards. We believe a one-year grace period immediately following the date of a company’s 
IPO is sufficient time for most companies to comply with all relevant regulatory requirements and to meet  
such corporate governance standards. Except in egregious cases, Glass Lewis refrains from issuing voting 
recommendations on the basis of corporate governance best practices (e.g., board independence, committee 
membership and structure, meeting attendance, etc.) during the one-year period following an IPO. 

DUAL-LISTED COMPANIES

For those companies whose shares trade on exchanges in multiple countries or are traded and incorporated in 
two different jurisdictions, and which may seek shareholder approval of proposals in accordance with varying 
exchange- and country-specific rules, we will apply the governance standards most relevant in each situation. 
We will consider a number of factors in determining which Glass Lewis country-specific policy to apply, includ-
ing but not limited to: (i) the corporate governance structure and features of the company including whether 
the board structure is unique to a particular market; (ii) the nature of the proposals; (iii) the location of the 
company’s primary listing, if one can be determined; (iv) the regulatory/governance regime that the board is 
reporting against; and (v) the availability and completeness of the company’s proxy filings.

ENVIRONMENTAL AND SOCIAL RISK OVERSIGHT

Glass Lewis understands the importance of ensuring the sustainability of companies’ operations. We believe 
that an inattention to material environmental and social issues can present direct legal, financial, regulatory 
and reputational risks that could serve to harm shareholder interests. Therefore, we believe that these issues 
should be carefully monitored and managed by companies, and that companies should have an appropriate 
oversight structure in place to ensure that they are mitigating attendant risks and capitalizing on related op-
portunities to the best extent possible.

Glass Lewis believes that companies should ensure appropriate board-level oversight of material risks to their 
operations, including those that are environmental and social in nature. Accordingly, for large-cap companies 
and in instances where we identify material oversight issues, Glass Lewis will review a company’s overall gov-
ernance practices and identify which directors or board-level committees have been charged with oversight 
of environmental and/or social issues. Glass Lewis will also note instances where such oversight has not been 
clearly defined by companies in their governance documents.

17  Certain exceptions may be made for large banks on a case-by-case basis.
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Where it is clear that a company has not properly managed or mitigated environmental or social risks to the 
detriment of shareholder value, or when such mismanagement has threatened shareholder value, Glass Lewis 
may consider recommending that shareholders vote against members of the board who are responsible for 
oversight of environmental and social risks. In the absence of explicit board oversight of environmental and 
social issues, Glass Lewis may recommend that shareholders vote against members of the audit committee or 
any other committee responsible for risk oversight. In making these determinations, Glass Lewis will carefully 
review the situation, its effect on shareholder value, as well as any corrective action or other response made 
by the company.

TSX VENTURE EXCHANGE COMPANIES 

The TSX Venture Exchange is a marketplace for emerging companies with generally fewer resources and 
employees than firms trading on the main market of the TSX. Venture firms usually follow more lenient gover-
nance standards, and while we make several exceptions to our independence standards for them, we still ex-
pect venture companies to maintain a minimum degree of director independence on their boards and central 
committees. 

The independence exceptions we make for venture firms are as follows:

1. We do not require venture firms to meet the same independence thresholds we apply for companies 
listed on the main market of the TSX. We believe such companies can more reasonably be expected 
to have at least two independent directors, as long as they represent at least one-third of the board.18 

2. Although the TSX only requires the audit committees of venture firms to be majority independent,  
we believe they should be entirely independent, with at least two members.

3. While the TSX does not require venture firms to maintain a compensation committee, we believe any 
public firm that pays its executives should have a compensation committee to oversee such pay-
ments. For venture firms, this committee should be majority independent, with no insiders.19 

4. Nominating/governance committees, if they exist, should consist of a majority of independent direc-
tors. 

Also, we believe venture firms should maintain a board of at least four members, as opposed to the five-mem-
ber minimum standard applied to other TSX companies.20 

Further, as these smaller companies typically require less time and action from their boards than their larger 
counterparts, we will generally permit directors at venture firms to serve on up to nine boards. Factors which 
we will consider include company size and a director’s overall attendance record and expertise. We note that 
a large number of directors at venture companies tend to serve on multiple public company boards, but given 
that many of these firms could benefit from the guidance and oversight provided by an experienced and 
knowledgeable board member, we believe that a higher threshold is appropriate.

We also note that directors often serve on a mix of TSX and venture boards. In these cases we will apply a 
case-by-case approach to evaluating the director’s commitments in the aggregate.

Note that for other small exchanges, such as the Canadian Securities Exchange (“CSE”)”, we will apply our TSX 
Venture guidelines. 

18  TSX Venture Exchange Policy 3.1 stipulates that venture firms have at least two independent directors. However, we believe that the two independent 
directors should comprise at least one-third of the entire board in order to ensure an effective level of independent oversight. When this is not the case,  
we generally recommend withholding votes from non-independent directors or the board chair or senior non-executive director, as applicable.
19  We generally recommend withholding votes from the board chair when a company does not have a standing compensation committee. In the absence 
of a chair, we recommend withholding votes from the senior non-executive director.
20  TSX Venture Exchange Policy 3.1 requires all issuers to have at least three directors. However, we do not believe three directors can adequately protect 
the interests of shareholders.
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CONTROLLED COMPANIES 

For controlled companies, we provide an exception to our independence standards. The board of directors’ 
function is to protect the interests of shareholders; however, when a single individual or entity owns more than 
50% of the voting shares, the interests of the majority of shareholders are the interests of that entity or indi-
vidual. Consequently, Glass Lewis does not recommend withholding votes from boards whose composition 
reflects the makeup of the shareholder population. In other words, affiliated directors and insiders who are 
associated with the controlling entity are not subject to our standard independence thresholds. 

However, we believe that there should be enough independent directors in order to fairly reflect minority 
shareholder interests. As such, we would consider, in very limited cases, recommending shareholders with-
hold votes from certain directors if there is not a sufficient representation of minority shareholder interests on  
the board.

We make the following exceptions for controlled companies:

1. We do not require controlled companies to meet our standard independence thresholds. So long as 
the insiders and/or affiliated directors are connected with the controlling entity, we accept the pres-
ence of non-independent directors on the board. 

2. The compensation, nominating and governance committees do not need to consist solely of inde-
pendent directors.21

3. We believe that controlled companies do not need to have standing nominating and corporate gov-
ernance committees. Although a committee charged with the duties of searching for, selecting and 
nominating independent directors can be of benefit to all companies, the unique composition of a 
controlled company’s shareholder base make such a committee both less powerful and less relevant. 

4. In a similar fashion, controlled companies do not need to have an independent chair or lead director. 
While we believe an independent director in a position of authority on the board — such as the chair 
or presiding director — is best able to ensure the proper discharge of the board’s duties, controlled 
companies serve a unique shareholder population whose voting power ensures the protection of its 
interests. 

5. We do not require controlled companies to adopt a majority voting policy for the election of direc-
tors. Although we believe a majority voting policy generally increases board accountability and per-
formance, we understand that this may be irrelevant given the influence a controlling shareholder 
has on all matters requiring shareholder approval.

We do not make independence exceptions for controlled companies in the case of audit committee member-
ship. We believe audit committees should consist solely of independent directors regardless of the company’s 
controlled status. The interests of all shareholders must be protected by ensuring the integrity and accuracy 
of the company’s financial statements. Allowing affiliated directors to discharge the duties of audit oversight 
could present an insurmountable conflict of interest.22

BOARD RESPONSIVENESS AT DUAL-CLASS COMPANIES

With regards to companies where voting control is held through a dual-class share structure with dispropor-
tionate voting and economic rights, we will carefully examine the level of approval or disapproval attributed  
 

21  However, National Instrument 58-201 stipulates that companies must provide additional disclosure to describe the steps taken by the board to ensure 
that objective nomination and compensation processes are utilized. In the absence of a reasonable justification, we recommend withholding votes from any 
nominee seeking appointment to these committees, regardless of the company’s controlled status.
22  National Instrument 52-110 provides that, in the case of a controlled company, an audit committee member who sits on the board of directors of an 
affiliated entity is exempt from the requirement that every audit committee member must be independent, if the member, except for being a director of the 
company and the affiliated entity, is otherwise independent of the company and the affiliated entity.
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to unaffiliated shareholders when determining whether board responsiveness is warranted. Where vote results 
indicate that a majority of unaffiliated shareholders supported a shareholder proposal or opposed a manage-
ment proposal, we believe the board should demonstrate an appropriate level of responsiveness.

SIGNIFICANT SHAREHOLDERS

Similarly, where an individual or entity holds between 20-50% of a company’s voting power, we will allow for 
proportional representation on the board and committees (excluding the audit committee) based on the indi-
vidual or entity’s percentage of ownership.

TRUSTS AND FUNDS 

Investment trusts pool investors’ money and invest in the shares of a wider range of companies than most 
people could practically invest in themselves. Generally the task of investing is delegated to a professional 
fund manager. Investment trusts often maintain no permanent employees. 

National Instrument 81-107 requires all publicly offered investment funds to have an independent review com-
mittee (“IRC”) to oversee decisions involving conflicts of interest faced by the person or company that directs 
the business, operations and affairs of the investment fund. The manager23 must appoint each member of an 
investment fund’s first IRC, and thereafter, the IRC must fill any vacancy that arises. 

A member of the IRC is considered independent if the member has no material relationship24 with the man-
ager, the investment fund, or an entity related to the manager. A current or former independent member of 
the board of directors of an investment fund, or a former independent member of the board of directors of the 
manager, may be considered independent; however, it would be unlikely that a current member of the board of 
directors of a manager could be considered independent. Investment funds may share an IRC with investment 
funds managed by another manager. 

POLICIES FOR TRUSTS AND FUNDS 

Given the different structure of investment trusts relative to other publicly traded companies, we believe it is 
appropriate to apply a different set of corporate governance guidelines to such firms. The following is a sum-
mary of significant policy differences:

1. Boards may have a minimum of four directors, rather than five.

2. Boards need not maintain standing compensation or nomination committees. However, in the event 
that a trust does not have a compensation committee, we believe it should disclose the procedures 
it utilizes to ensure objectivity in the setting of compensation levels. Compensation and nomination 
committees need not be entirely independent; however, they must consist solely of non-executive 
directors, a majority of whom are independent.

3. Trusts need not put their auditors up for ratification, unless there was a change of auditor in the pre-
vious fiscal year or a change of auditor is expected following the annual general meeting. However, 
we continue to recommend withholding votes from the chair of the audit committee if fees paid to 
the external auditor have not been disclosed, or if there are other audit-related issues. 

DECLASSIFIED BOARDS 

Glass Lewis favors the repeal of staggered boards in favor of the annual election of directors. We believe stag-
gered boards are less accountable to shareholders than boards elected annually. Furthermore, we feel the an-
nual election of directors encourages board members to focus on shareholder interests. 

23  A manager is defined as a person or company who directs the business, operations and affairs of an investment fund, and includes a group of members 
on the board of an investment fund where they act in the capacity of decision-maker. We interpret this term broadly.
24  A material relationship means a relationship that could reasonably be perceived to interfere with the member’s judgment regarding a conflict of 
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Empirical studies have shown that the use of staggered boards reduces a firm’s value. Further, in the context of 
hostile takeovers, staggered boards operate as a takeover defense, which entrenches management, discour-
ages potential acquirers and delivers a lower return to target shareholders. 

In our view, there is no evidence to demonstrate that staggered boards improve shareholder returns in a take-
over context. Research shows that shareholders are worse off when a staggered board blocks a transaction. 
A study by a group of Harvard Law professors concluded that companies whose staggered boards prevented 
a takeover “reduced shareholder returns for targets ... on the order of eight to ten percent in the nine months 
after a hostile bid was announced.”25 When a staggered board negotiates a friendly transaction, no statistically 
significant difference in premiums occurs. 26

We note that staggered boards are extremely rare in Canada and that the TSX Company Manual now requires 
annual elections. As such, we do not expect staggered boards to be a significant issue going forward.

BOARD COMPOSITION AND REFRESHMENT

Glass Lewis strongly supports routine director evaluation, including independent external reviews, and period-
ic board refreshment to foster the sharing of diverse perspectives in the boardroom and the generation of new 
ideas and business strategies. Further, we believe the board should evaluate the need for changes to board 
composition based on an analysis of skills and experience necessary for the company, as well as the results of 
the director evaluations, as opposed to relying solely on age or tenure limits. When necessary, shareholders 
can address concerns regarding proper board composition through director elections. 

In our view, a director’s experience can be a valuable asset to shareholders because of the complex, critical is-
sues that boards face. This said, we recognize that in rare circumstances, a lack of refreshment can contribute 
to a lack of board responsiveness to poor company performance.

On occasion, age or term limits can be used as a means to remove a director for boards that are unwilling 
to police their membership and enforce turnover. Some shareholders support term limits as a way to force 
change in such circumstances. 

While we understand that age limits can aid board succession planning, the long-term impact of age limits 
restricts experienced and potentially valuable board members from service through an arbitrary means. We 
believe that shareholders are better off monitoring the board’s overall composition, including its diversity of 
skill sets, the alignment of the board’s areas of expertise with a company’s strategy, the board’s approach to 
corporate governance, and its stewardship of company performance, rather than imposing inflexible rules that 
don’t necessarily correlate with returns or benefits for shareholders.

However, if a board adopts term/age limits, it should follow through and not waive such limits. If the board 
waives its term/age limits, Glass Lewis will consider recommending shareholders vote against the nominating 
and/or governance committees, unless the rule was waived with sufficient explanation, such as consummation 
of a corporate transaction like a merger.

BOARD SKILLS

Glass Lewis believes companies should disclose sufficient information to allow a meaningful assessment of a 
board’s skills and competencies. From 2019, our analyses of director elections at S&P/TSX 60 index companies 
will include board skills matrices in order to assist in assessing a board’s competencies and identifying any 
potential skills gaps.

25  Lucian Bebchuk, John Coates, Guhan Subramanian, “The Powerful Antitakeover Force of Staggered Boards: Further Findings and a Reply to Symposium 
Participants,” December 2002, page 1.
26  Id. at 2 (“Examining a sample of seventy-three negotiated transactions from 2000 to 2002, we find no systematic benefits in terms of higher premia to 
boards that have [staggered structures].”).
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BOARD DIVERSITY

Glass Lewis recognizes the importance of ensuring that the board is comprised of directors who have a di-
versity of skills, thought and experience, as such diversity benefits companies by providing a broad range of 
perspectives and insights. As such, Glass Lewis closely reviews the composition of the board for representa-
tion of diverse director candidates.

Glass Lewis will generally recommend voting against the nominating committee chair of a board that has no 
female members. In addition, we may recommend voting against the nominating committee chair if the board 
has not adopted a written diversity policy. Depending on other factors, including the size of the company, the 
industry in which the company operates, the gender diversity of the management team, the overall gover-
nance profile of the company and whether there are other concerns regarding the board’s composition, we 
may decline to make recommendations on this basis or extend these recommendations to other nominating 
committee members.  

When making these voting recommendations, we will carefully review a company’s disclosure regarding di-
versity matters and may refrain from recommending shareholders vote against directors of companies outside 
the S&P/TSX Composite index, companies which have provided a sufficient explanation as to why they not 
currently have any female board members, or companies which have disclosed a plan to address the lack of 
diversity on the board.

PROXY ACCESS

In lieu of running their own contested election, proxy access would not only allow certain shareholders to 
nominate directors to company boards but the shareholder nominees would be included on the company’s 
ballot, significantly enhancing the ability of shareholders to play a meaningful role in selecting their represen-
tatives. Glass Lewis generally supports affording shareholders the right to nominate director candidates to 
management’s proxy as a means to ensure that significant, long-term shareholders have an ability to nominate 
candidates to the board.

Companies generally seek shareholder approval to amend company bylaws to adopt proxy access in response 
to shareholder engagement or pressure, usually in the form of a shareholder proposal requesting proxy ac-
cess, although some companies may adopt some elements of proxy access without prompting. Glass Lewis 
considers several factors when evaluating whether to support proposals for companies to adopt proxy access 
including the specified minimum ownership and holding requirement for shareholders to nominate one or 
more directors, as well as company size, performance and responsiveness to shareholders. 

Beginning in 2017, Glass Lewis reviewed a number of shareholder proposals requesting that Canadian com-
panies adopt U.S.-style proxy access. When these resolutions are proposed at companies that are outside of 
the United States, Glass Lewis will review such proposals on a case-by-case basis. We will carefully examine 
the regulatory landscape within the country in question in order to assess if existing proxy access rights are 
sufficient or preferable to those requested by the proposal. In instances where we believe that existing laws, 
policies or regulations either provide shareholders with adequate proxy access rights or would prohibit a com-
pany’s adoption of the requested provision, we will recommend that shareholders vote against such proposals. 
However, we will continue to carefully monitor how other companies within the target company’s market are 
responding to issues related to proxy access as well as any regulatory changes that may affect the manner in 
which shareholders may access management’s proxy and will make our voting recommendations accordingly. 

For a discussion of recent regulatory events in this area, along with a detailed overview of the Glass Lewis 
approach to Shareholder Proposals regarding Proxy Access, refer to Glass Lewis’ Proxy Paper Guidelines for 
Shareholder Initiatives, available at www.glasslewis.com.
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ALLOCATION OF PROFITS/DIVIDENDS 

Unlike many other countries, Canadian companies are not required to submit the allocation of income for 
shareholder approval, and the board has the sole discretion to determine the amount of any dividends it in-
tends to distribute. However, the CBCA prohibits the allotment of a dividend if there are reasonable grounds 
for believing that a company would be unable to pay its liabilities as they become due, or if the realizable value 
of the company’s assets would be less than the aggregate of its liabilities and stated capital after payment. 

AUDITOR RATIFICATION

The auditor’s role as gatekeeper is crucial in ensuring the integrity and transparency of the financial informa-
tion necessary for protecting shareholder value. Shareholders rely on the auditor to ask tough questions and 
conduct a thorough analysis of a company’s books to ensure that the information provided to shareholders 
is complete, accurate, fair, and a reasonable representation of a company’s financial position. The only way 
shareholders can make rational investment decisions is if the market is equipped with accurate information 
about a company’s fiscal health. 

Shareholders should demand an objective, competent and diligent auditor who performs at or above profes-
sional standards at every company in which the investors hold an interest. As with directors, auditors should 
be free from conflicts of interest and should avoid situations requiring a choice between the interests of the 
auditor and the public. Almost without exception, shareholders should be able to annually review an auditor’s 
performance and ratify a board’s auditor selection. Additionally, Glass Lewis believes auditor rotation can 
ensure both the independence of the auditor and the integrity of the audit; we will typically recommend sup-
porting proposals to require auditor rotation when the proposal uses a reasonable period of time (usually not 
less than 5-7 years) particularly at companies with a history of accounting problems.

VOTING RECOMMENDATIONS

We generally support management’s recommendation regarding the selection of an auditor and granting the 
board the authority to fix auditor fees, except in cases where we believe the independence of a returning audi-
tor or the integrity of the audit has been compromised. 

Some of the reasons why we may not recommend voting in favor of the auditor and/or authorizing the board 
to set auditor fees include: 

1. When audit fees and audit-related fees total less than 50% of overall fees.27 

2. When there have been any recent restatements or late filings by the company where the auditor 
bears some responsibility for the restatement or late filing (e.g., a restatement due to a reporting 
error).28 

27  We make an exception in cases where the non-audit fees exceed 50% of the total fees as a result of transactions of a one-time nature (e.g., initial public 
offerings or merger and acquisition transactions). 
28  An auditor does not perform an audit of interim financial statements and accordingly, in general, we do not believe auditors should be opposed for  
a restatement of interim financial statements, unless the nature of the misstatement is clear from a reading of the incorrect financial statements.

Transparency and Integrity  
in Financial Reporting
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3. When the company has aggressive accounting policies.

4. When the company has poor disclosure or a lack of transparency in its financial statements. 

5. When there are other relationships or issues of concern with the auditor that might suggest a conflict 
between the interests of the auditor and those of shareholders.

6. When the company is changing auditors as a result of a disagreement between the company and 
auditor on a matter of accounting principles or practices, financial statement disclosure or auditing 
scope or procedures.

7. In determining whether shareholders would benefit from rotating the company’s auditor, where rel-
evant we will consider factors that may call into question an auditor’s effectiveness, including auditor 
tenure, a pattern of inaccurate audits, and any ongoing litigation or significant controversies.

In addition, we will generally support a board’s decisions to change auditors. We believe that rotating auditors 
is an important safeguard against the relationship between the auditor and companies becoming too close, 
resulting in a lack of oversight due to complacency or conflicts of interest. However, we will apply heightened 
scrutiny in these instances to ensure that there were no significant disagreements between management and 
the auditor that led to the auditor’s resignation.
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Glass Lewis carefully reviews the compensation awarded to senior executives, as we believe that this is an im-
portant area in which the board’s priorities are revealed. Glass Lewis strongly believes executive compensation 
should be linked directly with the performance of the business the executive is charged with managing. We 
typically look for compensation arrangements that provide for a mix of performance-based short- and long-
term incentives in addition to fixed pay elements.

EVALUATION OF EXECUTIVE COMPENSATION AND SAY-ON-PAY

Comprehensive, timely and transparent disclosure of executive pay is critical to allowing shareholders to eval-
uate the extent to which pay is keeping pace with company performance. When reviewing proxy materials, 
Glass Lewis examines whether the company discloses the performance metrics used to determine executive 
compensation. Performance metrics vary significantly between companies and industries and may include a 
wide variety of financial measures as well as industry-specific performance indicators.

It is rarely in shareholders’ interests to disclose competitive data about individual salaries below the senior 
executive level. Such disclosure could create internal personnel discord that would be counterproductive for 
the company and its shareholders. While we favor full disclosure for senior executives and we view pay dis-
closure at the aggregate level (e.g., the number of employees being paid over a certain amount or in certain 
categories) as potentially useful, we do not believe shareholders need or will benefit from detailed reports 
about individual management employees other than the most senior executives.

In accordance with National Instrument 51-102, companies are now required to include a Compensation Dis-
cussion and Analysis (“CD&A”) in each proxy filing, which replaces the previously required Statement of Ex-
ecutive Compensation. The CD&A is intended to enhance disclosure of compensation policies and practices 
in a uniform format across Canada, as well as provide shareholders with a transparent and comprehensive  
rationale for executive compensation levels. 

We review the CD&A as part of our evaluation of the overall compensation practices of a company. In our 
evaluation of the CD&A, we examine, among other factors, the following:

1. The extent to which the company has utilized performance goals in determining overall compensa-
tion.

2. How clearly the company has disclosed performance metrics and goals, as well as how the metrics 
and goals were determined, so that shareholders may make an independent determination that goals  
were met. 

3. The extent to which the disclosed performance metrics, targets and goals are demonstrably linked 
to enhancing company performance.

4. The selected peer group(s), so that shareholders can make a comparison of pay and performance 
across the appropriate peer group.

The Link Between Compensation 
and Performance
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5. The terms of executive employment agreements, including the inclusion of single and double trigger 
change-of-control provisions and “golden parachutes” that result in large guaranteed payouts upon 
termination of employment.

6. The amount of discretion granted to management or the compensation committee to deviate from 
defined performance metrics and goals in granting awards.

SAY-ON-PAY VOTING RECOMMENDATIONS

The practice of approving a company’s compensation reports is standard in many markets and has been a re-
quirement for companies in the United Kingdom and Australia since 2003 and 2005, respectively. In Canada, 
advisory votes on executive compensation were introduced voluntarily by some companies in 2010 and have 
been quickly adopted by others, with approximately 180 companies offering their shareholders a “say on pay” 
in 2018. We believe these proposals should be submitted annually, as they provide an effective mechanism for 
enhancing transparency in setting executive pay, improving accountability to shareholders and providing for 
a more effective link between pay and performance. 

Glass Lewis applies a highly nuanced approach when analyzing advisory votes on executive compensation. 
We review each advisory vote on a case-by-case basis, with the belief that each company must be examined 
in the context of industry, size, financial condition, its historic pay-for-performance practices, and any other 
mitigating internal or external factors.

We believe that each company should design and apply specific compensation policies and practices that 
are appropriate to the circumstances of the company and, in particular, will attract and retain competent ex-
ecutives and other staff, while motivating them to grow the company’s long-term shareholder value. Where 
we find those specific policies and practices serve to reasonably align compensation with performance, and 
such practices are adequately disclosed, Glass Lewis will recommend supporting the company’s approach. If, 
however, those specific policies and practices fail to demonstrably link compensation with performance, Glass 
Lewis will generally recommend voting against the say-on-pay proposal.

Glass Lewis reviews say-on-pay proposals on both a qualitative basis and a quantitative basis, with a focus on 
four main areas:

• The overall design and structure of the company’s executive compensation program.

• The quality and content of the company’s disclosure.

• The quantum paid to executives.

• The link between compensation and performance as indicated by the company’s pay-for-perfor-
mance practices.

Any significant changes or modifications made to the company’s compensation structure or award amounts, 
including base salaries, are also taken into consideration. 

In cases where our analysis reveals a compensation structure in drastic need of reform, we may recommend 
that shareholders vote against the say-on-pay proposal. Generally such instances include evidence of a pattern 
of poor pay-for-performance practices, unclear or questionable disclosure regarding the overall compensation 
structure (i.e., limited information regarding benchmarking processes, limited rationale for bonus performance 
metrics and targets, etc.), questionable adjustments to certain aspects of the overall compensation structure 
(i.e., limited rationale for significant changes to performance targets or metrics, the payout of guaranteed bo-
nuses or sizable retention grants, etc.), and/or other egregious compensation practices.
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Although not an exhaustive list, we believe the following practices are indications of problematic pay practices 
which may cause Glass Lewis to recommend against a say on pay vote:

• Inappropriate or outsized peer group and/or benchmarking issues, such as compensation targets set 
well above peers.

• Inadequate discussion of the company’s approach to risk management, including the absence of fea-
tures such as clawback mechanisms, anti-hedging policies, or executive share ownership guidelines.

• No disclosed target or maximum limits on variable compensation. When present, such limits could 
be set in reference to base salary. 

• Egregious or excessive bonuses, equity awards or severance payments, including golden handshakes 
and golden parachutes. Employment contracts should typically limit severance payments to no more 
than two years. 

• Performance targets which are not sufficiently challenging, and/or provide for high potential pay-
outs.

• Performance targets lowered without justification.

• Problematic contractual payments, such as guaranteed bonuses.

• Highly discretionary or otherwise underdeveloped compensation plans, including plans that rely 
heavily on a subjective assessment of performance.

• Executive pay that is comparably high (as compared to the company’s peers), and is not reinforced 
by outstanding company performance.

• The terms of the long-term incentive plans are inappropriate (please see “Long-Term Incentives”).

The aforementioned issues may also influence Glass Lewis’ assessment of the structure of a company’s com-
pensation program. We evaluate structure on a “Good, Fair, Poor” rating scale whereby a “Good” rating repre-
sents a compensation program with little to no concerns, a “Fair” rating represents a compensation program 
with some concerns and a “Poor” rating represents a compensation program that deviates significantly from 
best practice or contains one or more egregious compensation practices. 

We believe that it is important for companies to provide investors with clear and complete disclosure of all the 
significant terms of compensation arrangements. Similar to structure, we evaluate disclosure on a “Good, Fair, 
Poor” rating scale whereby a “Good” rating represents a thorough discussion of all elements of compensa-
tion, a “Fair” rating represents an adequate discussion of all or most elements of compensation and a “Poor” 
rating represents an incomplete or absent discussion of compensation. In instances where a company has 
simply failed to provide sufficient disclosure of its policies, we may recommend shareholders vote against this 
proposal solely on this basis, regardless of the appropriateness of compensation levels.

In general, most companies will fall within the “Fair” range and Glass Lewis largely uses the “Good” and “Poor” 
ratings to highlight outliers. 

In the case of companies that maintain poor compensation policies year after year without any apparent steps 
to address the issues, we may also recommend that shareholders vote against the chair and/or additional 
members of the compensation committee. We may also recommend voting against the committee based on 
the practices or actions of its members, such as approving large one-off payments, the inappropriate use of 
discretion, or sustained poor pay for performance practices.
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ELEMENTS OF INCENTIVE-BASED COMPENSATION

SHORT-TERM INCENTIVES

A short-term bonus or incentive (“STI”) should be demonstrably tied to performance. Whenever possible, we 
believe a mix of corporate and individual performance measures is appropriate. We would normally expect 
performance measures for STIs to be based on company-wide or divisional financial measures as well as 
non-financial factors such as those related to employee turnover, safety, environmental issues, and customer 
satisfaction. While we recognize that companies operating in different sectors or markets may seek to utilize 
a wide range of metrics, we expect such measures to be appropriately tied to a company’s business drivers.

Further, Glass Lewis recognizes that some measures may involve the disclosure of commercially confidential 
information but we believe companies should justify such non-disclosure.29 However, where a short-term bo-
nus has been paid, companies should disclose the extent to which performance has been achieved against 
relevant targets, including disclosure of the actual target achieved.

Where management has received significant STIs but short-term performance over the previous year appears, 
prima facie, to be poor or negative, the company should provide a clear explanation of why these significant 
short-term payments were made.

The target and potential maximum awards that can be achieved under STI awards should be disclosed. Share-
holders should expect stretching performance targets for the maximum award to be achieved. Any increase in 
the potential target and maximum award should be clearly justified to shareholders.

Given the pervasiveness of non-formulaic plans in this market, we do not generally recommend against a 
pay program on this basis alone. If a company has chosen to rely primarily on a subjective assessment or the 
board’s discretion in determining short-term bonuses, we believe that the proxy statement should provide a 
meaningful discussion of the board’s rationale in determining the bonuses paid as well as a rationale for the 
use of a non-formulaic mechanism. Particularly where the aforementioned disclosures are substantial and 
satisfactory, such a structure will not provoke serious concern in our analysis on its own. However, in conjunc-
tion with other significant issues in a program’s design or operation, such as a disconnect be-tween pay and 
performance, the absence of a cap on payouts, or a lack of performance-based long-term awards, the use of 
on a non-formulaic bonus may help drive a negative recommendation.

LONG-TERM INCENTIVES

Glass Lewis recognizes the value of equity-based incentive programs. When used appropriately, they can pro-
vide a vehicle for linking executive pay to company performance, thereby aligning their interests with those of 
shareholders. In addition, equity-based compensation can be an effective way to attract, retain and motivate 
key employees.

We feel that executives should be compensated with equity when their performance and that of the company 
warrants such rewards. While we do not believe that equity-based compensation plans for all employees need 
to be based on overall company performance, we do support such performance limitations for grants to senior 
executives (although even some equity-based compensation of senior executives without performance crite-
ria is acceptable, such as in the case of moderate incentive grants included in an initial offer of employment). 

Boards often argue that linking equity-based pay to performance would hinder them in attracting talent. We 
believe that boards can develop a consistent, reliable approach that would still attract executives who believe 
in their ability to guide the company to achieve its targets. If the board believes in performance-based com-
pensation for executives, then these provisions typically will not hamper the board’s ability to create such 
compensation plans. We generally prefer that at least a portion of medium or long-term incentives be linked 
to specific performance targets, particularly for developed companies.

29 National Instrument 51-102F6, Item 2.1 (4).
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STOCK OPTIONS

Stock options remain the most common form of long-term incentive in Canada. While option plans rarely 
include performance goals, options are generally granted at market price (or at a discount of up to 25%, for 
venture issuers, as permitted by the TSX Venture Exchange). 

Many Canadian companies operate “rolling” option plans, whereby a company is authorized to issue a fixed 
percentage of its issued share capital (typically 10%) as compensatory shares. Venture firms utilizing rolling 
maximum plans must resubmit them for shareholder approval on an annual basis, while firms on the main mar-
ket are required to resubmit such plans for approval every three years.

Such frequent requisite approval affords shareholders the opportunity to closely monitor equity compensation 
practices and express their approval, or lack thereof, on a regular basis. This practice increases management’s 
accountability to shareholders for the company’s remuneration practices, which should inhibit irresponsible 
behavior and limit unduly generous compensation arrangements. 

We use a number of different analyses to evaluate stock option plans, comparing the program with both 
a carefully chosen peer group and reasonable absolute limits that we believe (and academic studies have 
shown) are key to equity value creation. In general, our model seeks to determine whether the proposed plan 
is either: (i) more than one standard deviation away from the average plan for the peer group on a range of 
criteria, such as projected annual cost compared to operating income, net income, revenue, enterprise value, 
etc.; or (ii) exceeds one of the absolute limits we have put in place to safeguard against creeping averages. 
Each analysis is weighted and plans are scored in accordance with that weight. 

Our recommendations regarding stock option plans are guided by our stock option plan analysis model. When 
a proposal seeks shareholder approval for a new plan or changes to any quantitative element of an existing 
stock option plan, we will evaluate the plan using our stock option model. 

If the proposal contains only non-quantitative amendments to an existing stock option plan, e.g., is not seeking 
additional shares, we will assess the proposed amendments against general principles of equity-based com-
pensation plans and current best practice. 

We evaluate option plans based on the following overarching principles: 

• Companies should seek more shares only when needed.

• In the case of rolling equity plans, generally, the maximum percentage of shares available for issu-
ance should not exceed 10%.

• Fixed plans should be small enough that companies should seek approval every three to four years.

• Annual net share count and voting power dilution should be limited.

• The annual cost of the plan (especially if not shown on the income statement) should be reasonable 
as a percentage of financial results and in line with the peer group(s).

• The expected annual cost of the plan should be proportional to the value of the business.

• The intrinsic value received by option grantees in the past should be reasonable compared with the 
financial results of the business.

• The plan should deliver value on a per-employee basis when compared with programs at peer 
companies.
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• Plans should not permit the repricing of stock options without shareholder approval.

• Plans should not contain excessively liberal administrative or payment terms.

• Plans should be administered by independent directors.

• Plans should not contain provisions allowing for excessive payouts in the event of a change of con-
trol. 

Options are a very important component of compensation packages that are used to attract and retain ex-
perienced executives and other key employees. Tying a portion of an executive’s compensation to the perfor-
mance of the company also provides an effective incentive to maximize shareholder value by those in the best 
position to affect those values. However, we believe that such plans should include reasonable limits so as not 
to provide out-sized award levels or excessively dilute existing shareholders.

FULL VALUE AWARDS

The use of “full-value” awards, often tied to performance criteria or vesting schedules, is becoming more com-
mon in Canada. These awards are often granted in conjunction with stock options, and may be referred to as 
“medium-term” or “long-term” incentives. Some of the common full-value plans seen in Canada are “Restrict-
ed Share Plans”, “Deferred Share Plans”, “Share Award Plans” and “Incentive Compensation Plans.”

Because the value ultimately received by executives typically depends on achievement of specific perfor-
mance goals rather than share price gains, we generally consider such awards to provide better alignment with 
shareholder interests than stock options. However, because executives receive the full value of vested awards 
at no cost, an appropriate structure, including challenging performance targets and vesting schedules, is nec-
essary to ensure that such awards accurately reflect performance. Glass Lewis believes that companies should 
strive for full-value award plans with the following features:

• The inclusion of performance metrics.

• Performance periods of at least three years. 

• At least one relative performance metric that compares the company’s performance to a relevant 
peer group or index.

• No re-testing or lowering of performance conditions.

• Performance metrics that cannot be easily manipulated by management.

• Stretching metrics that incentivize executives to strive for outstanding performance.

• Individual limits expressed as a percentage of base salary.

• Reasonable plan limits as a percentage of the company’s issued share capital.

Performance measures should be carefully selected and should relate to the specific business/industry in 
which the company operates and, especially, the key value drivers of the company’s business. 

While cognisant of the inherent complexity of certain performance metrics, as discussed above Glass Lewis 
generally believes that measuring a company’s performance with multiple metrics serves to provide a more 
complete picture of the company’s performance than a single metric, which may focus too much management 
attention on a single target. When utilized for relative measurements, external benchmarks such as a sector 
index or peer group should be disclosed and transparent. The rationale behind the selection of a specific index 

702



or peer group should be disclosed. Internal benchmarks should also be disclosed and transparent, unless a 
cogent case for confidentiality is made and fully explained.

Some of the provisions of full-value award plans that could contribute to an “against” recommendation from 
Glass Lewis include the following:

• A plan limit set at a rolling maximum of more than 5% of a company’s share capital.

• The absence of any performance conditions or vesting provisions.

• Failure to disclose a clear description of performance hurdles and vesting schedules.

• Participation of non-executive directors on the same basis as company executives.

• Administration of the plan by non-independent members of the board.

• The inclusion of a single-trigger change of control provision.

Some companies have sought to adopt full-value award plans that employ the same 10% rolling maximum limit 
commonly prescribed for Canadian stock option plans (see “Stock Options” section). Given the substantially 
greater cost of full-value award grants, we consider rolling limits above 5% to be excessive. However, for omni-
bus plans with a rolling limit greater than 5% we will consider the company’s historical granting practices, the 
composition of the awards granted (i.e., the proportion of full value awards granted to options granted), and 
any associated performance conditions in making our recommendations.

Finally, Glass Lewis will also take into consideration the company’s historic equity granting practices and 
over-all executive compensation structure. Companies with a history of excessive equity-granting practices or 
poorly structured, or disclosed, executive compensation practices are more likely to have similar issues with 
their full-value award plans, which will be taken into consideration when determining our voting recommenda-
tion for the renewal or adoption of such a plan. 

GRANTS OF FRONT-LOADED AWARDS

While most Canadian companies utilize annual grants of cash and equity awards, some firms have chosen 
to instead provide larger grants that are intended to serve as compensation for multiple years. This practice, 
often called front-loading, is taken up either in the regular course of business or as a response to specific busi-
ness conditions and with a predetermined objective. We believe shareholders should generally be wary of this 
approach, and we accordingly weigh these grants with additional scrutiny. 

While the use of front-loaded awards is intended to lock-in executive service and incentives, the same rigidity 
also raises the risk of effectively tying the hands of the compensation committee. As compared with a more 
responsive annual granting schedule program, front-loaded awards may preclude improvements or changes 
to reflect evolving business strategies. The considerable emphasis on a single grant can place intense pres-
sures on every facet of its design, amplifying any potential perverse incentives and creating greater room for 
unintended consequences. In particular, provisions around changes of control or separations of service must 
ensure that executives do not receive excessive payouts that do not reflect shareholder experience or com-
pany performance. 

We consider a company’s rationale for granting awards under this structure, and also expect any front-loaded 
awards to include a firm commitment not to grant additional awards for a defined period, as is commonly 
associated with this practice. Even when such a commitment is provided, unexpected circumstances may 
lead the board to make additional payments or awards for retention purposes, or to incentivize management 
towards more realistic goals or a revised strategy. If a company breaks its commitment not to grant further 
awards, we may recommend voting against its say-on-pay proposal unless a convincing rationale is provided.  
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The multiyear nature of these awards generally lends itself to significantly higher compensation figures in the 
year of grant than might otherwise be expected. In analyzing the grant of front-loaded awards to executives, 
Glass Lewis considers the quantum of the award on an annualized basis, rather than the lump sum, and may 
compare this result to prior practice and peer data, among other benchmarks. 

ONE-TIME AWARDS

Glass Lewis believes shareholders should generally be wary of awards granted outside of the standard incen-
tive schemes outlined above, as such awards have the potential to undermine the integrity of a company’s 
regular incentive plans, the link between pay and performance or both. We generally believe that if the existing 
incentive programs fail to provide adequate incentives to executives, companies should redesign their com-
pensation programs rather than make additional grants.

However, we recognize that in certain circumstances, additional incentives may be appropriate. In these cases, 
companies should provide a thorough description of the awards, including a cogent and convincing expla-
nation of their necessity and why existing awards do not provide sufficient motivation. Further, such awards 
should be tied to future service and performance whenever possible. 

Additionally, we believe companies making supplemental or one-time awards should also describe if and how 
the regular compensation arrangements will be affected by these additional grants. In reviewing a company’s 
use of supplemental awards, Glass Lewis will evaluate the terms and size of the grants in the context of the 
company’s overall incentive strategy and granting practices, as well as the current operating environment.

CONTRACTUAL PAYMENTS AND ARRANGEMENTS

We acknowledge that there may be certain costs associated with transitions at the executive level. We believe 
that sign-on arrangements should be clearly disclosed and accompanied by a meaningful explanation of the 
payments and the process by which the amounts were reached. Further, the details of and basis for any “make-
whole” payments (paid as compensation for awards forfeited from a previous employer) should be provided.

Nonetheless, sign-on awards that are excessive may support or drive a negative recommendation. Lastly, some 
employment arrangements provide for a minimum payout level under a given incentive arrangement. These 
guaranteed bonuses are not exceedingly problematic in the short term, but multiyear guarantees may drive 
against recommendations on their own. 

With respect to severance, we believe companies should abide by the predetermined payouts in most circum-
stances. While in limited circumstances some deviations may not be inappropriate, we believe shareholders 
should be provided with a meaningful explanation of any additional or increased benefits agreed upon outside 
of the regular arrangements.

OPTION EXCHANGES AND REPRICING

Glass Lewis is firmly opposed to the repricing of employee and director options regardless of how it is ac-
complished. Employees should have some downside risk in their equity-based compensation program and 
repricing eliminates any such risk. As shareholders have substantial risk in owning stock, we believe that the 
equity compensation of employees and directors should be similarly situated to align their interests with those 
of shareholders. We believe this will facilitate appropriate risk- and opportunity-taking for the company by 
employees.

We are concerned that option grantees who believe they will be “rescued” from underwater options will be 
more inclined to take unjustifiable risks. Moreover, a predictable pattern of repricing or exchanges substan-
tially alters a stock option’s value because options that will practically never expire deeply out of the money 
are worth far more than options that carry a risk of expiration.
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In short, repricing and option exchange programs change the bargain between shareholders and employees 
after the bargain has been struck.

In general, we evaluate option repricing proposals on a case-by-case basis. While we are generally inclined to 
recommend voting against any proposal to reprice options, there are circumstances in which an option repric-
ing may be appropriate, provided that the following criteria are true: 

1. The stock decline mirrors the market or industry price decline in terms of timing and magnitude. 

2. The new exercise price and terms of the options are reasonable, and management has provided a 
thorough explanation as to how such terms were decided. 

3. Management and the board make a cogent case for needing to incentivize and retain existing em-
ployees. 

TSX RULES ON PLAN AMENDMENTS

TSX rules currently require that, in order for a company to amend an equity-based pay plan, that plan must 
specify whether shareholder approval is required for the relevant type of amendment. TSX rules also provide 
that shareholder approval is required for an extension of the terms or repricing of options held by insiders. As 
a result, we have seen, and will most likely continue to see, proposals seeking to automatically extend the ex-
piry date of an option in the event that the option expires during or shortly after a blackout period. We do not 
believe such proposals are of concern to shareholders, provided that the proposed expiration provisions have 
been adequately disclosed to shareholders, and that the terms are such that: (i) the extension is only available 
when the blackout period is self-imposed by the company (i.e., not where the company or insiders are subject 
to a cease trade order); (ii) the extension is for a reasonable and fixed period of time (i.e., five to ten business 
days) that is not subject to board discretion; and (iii) the extension is available to all eligible participants under 
the plan, under the same terms and conditions. 

LIMITS ON EXECUTIVE COMPENSATION 

Generally, Glass Lewis believes shareholders should not be directly involved in setting executive pay. Such 
matters should be left to the compensation committee. In the absence of an advisory “Say-on-Pay” vote, we 
view the election of compensation committee members as an appropriate mechanism for shareholders to ex-
press their disapproval or support of board policy on executive pay. Further, we believe that companies whose 
pay-for-performance is in line with their peers should be able to pay their executives in a way that drives 
growth and profit, without destroying ethical values, giving consideration to their peers’ comparable size and 
performance. 

COMPANY RESPONSIVENESS

At companies that received a significant level of shareholder opposition (20% or greater) to their say-on-pay 
proposal at the previous annual meeting, we believe the board should demonstrate some level of engagement 
and responsiveness to the shareholder concerns behind the discontent, particularly in response to shareholder 
engagement. While we recognize that sweeping changes cannot be made to a compensation program with-
out due consideration and that a majority of shareholders voted in favor of the proposal, we believe the com-
pensation committee should provide some level of response to a significant vote against, including engaging 
with large shareholders to identify their concerns. In the absence of any evidence that the board is actively en-
gaging shareholders on these issues and responding accordingly, we may recommend holding compensation 
committee members accountable for failing to adequately respond to shareholder opposition, giving careful 
consideration to the level of shareholder protest and the severity and history of compensation problems.
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PAY FOR PERFORMANCE

Glass Lewis believes an integral part of a well-structured compensation package is a successful link between 
pay and performance. Our proprietary pay-for-performance model was developed to better evaluate the link 
between pay and performance of the top five executives at Canadian companies. Our model benchmarks 
these executives’ pay and company performance against peers across five performance metrics. The com-
parator groups are selected using Equilar’s market-based peer groups. After a comparison of both pay and 
performance against the Equilar peer group, the pay-for-performance model generates two weighted-average 
percentile rankings for a company: (i) a weighted-average percentile rank in compensation and (ii) a weight-
ed-average percentile rank in performance.

By measuring the magnitude of the gap between these two weighted-average percentile rankings we assign 
companies a letter grade of A, B, C, D or F. The grades guide our evaluation of compensation committee ef-
fectiveness, and we generally recommend voting against compensation committee members at companies 
with a pattern of failing our pay-for-performance analysis.

The grades derived from the Glass Lewis pay for performance analysis do not follow the traditional school let-
ter grade system. Rather, the grades are generally interpreted as follows:

A: The company’s percentile rank for pay is significantly less than its percentile rank for performance;

B: The company’s percentile rank for pay is moderately less than its percentile rank for performance;

C: The company’s percentile rank for pay is approximately aligned with its percentile rank for perfor-
mance;

D: The company’s percentile rank for pay is higher than its percentile rank for performance; and

F: The company’s percentile rank for pay is significantly higher than its percentile rank for performance.

For the avoidance of confusion, the above grades encompass the relationship between a company’s percentile 
rank for pay and its percentile rank in performance. Separately, a specific comparison between the company’s 
executive pay and its peers’ executive pay levels is discussed in the analysis for additional insight into the 
grade. Likewise, a specific comparison between the company’s performance and its peers’ performance is 
reflected in the analysis for further context.

We also use this analysis to inform our voting decisions of say-on-pay proposals. As such, if a company re-
ceives a “D” or “F” grade from our proprietary model, we are more likely to recommend that shareholders vote 
against the say-on-pay proposal. However, other qualitative factors such as an effective overall incentive struc-
ture, the relevance of selected performance metrics, significant forthcoming enhancements or reasonable 
long-term payout levels may give us cause to recommend in favor of a proposal even when we have identified 
a disconnect between pay and performance.

RECOUPMENT PROVISIONS (“CLAWBACKS”)

Glass Lewis supports the use of clawback or ‘malus’ provisions to safeguard against unwarranted short- and 
long-term incentive awards and to similarly encourage executives and senior management to take a more 
comprehensive view of risk when making business decisions. Such provisions generally allow, at a minimum, 
for some or all of an annual incentive award to be recouped in the case of a material misstatement of financial 
results or fraud.

We are increasingly focusing attention on the specific terms of recoupment policies. More expansive policies 
allow for the recoupment of both short and long-term incentive awards in cases of financial restatement or 
misconduct that results in reputational or other types of harm to the company. While the terms and conditions 
associated with a company’s recoupment policy (or lack thereof) are not directly determinative of our recom-
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mendations with respect to say-on-pay proposals, the inclusion of appropriately robust policies informs our 
overall view of a company’s compensation program.

DIRECTOR COMPENSATION 

Glass Lewis believes that non-employee directors should receive reasonable and appropriate compensation 
for the time and effort they spend serving on the board and its committees. In particular, we recognize that 
well-designed compensation plans that include option grants or other equity-based awards can help to align 
the interests of outside directors with those of shareholders. However, such grants for non-employee directors 
should not be tied to performance conditions, as a focus on specific aspects of financial performance could 
hinder a director’s independence. Rather, we prefer a compensation structure that provides directors with the 
option of receiving some or all of their fees in deferred share units or common shares that are restricted until 
the director leaves the board. In our opinion, even share options without performance conditions run the risk 
of focusing the attention of directors on the short-term performance of the company’s share price. 

Director fees should be reasonable in order to retain and attract qualified individuals. At the same time, exces-
sive fees represent a financial cost to the company and threaten to compromise the objectivity and indepen-
dence of non-employee directors. We compare the costs of these plans to the plans of peer companies with 
similar market capitalizations in the same country to help inform our judgment on this issue.
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AMENDMENTS TO THE ARTICLES OF ASSOCIATION 

We will evaluate proposed amendments to a company’s articles of association on a case-by-case basis. We 
are opposed to the practice of bundling several amendments under a single proposal because it prevents 
shareholders from evaluating each amendment on its own merits. In such cases, we will analyze each change 
individually and recommend voting for the proposal only when we believe that, on balance, all of the amend-
ments are in the best interests of shareholders. 

QUORUM REQUIREMENTS 

Glass Lewis believes that a company’s quorum requirement should be set at a level high enough to ensure 
that a broad range of shareholders are represented in person or by proxy, but low enough that the company 
can transact necessary business. Pursuant to section 139 of the CBCA, irrespective of the number of persons 
present at a meeting, a majority of shares entitled to vote, either in person or by proxy, shall constitute a quo-
rum. However, companies are permitted to stipulate a lower quorum requirement in the articles of association 
with the approval of shareholders. As such, should a company seek shareholder approval of a lower quorum 
requirement, we will generally permit a reduced quorum of at least 33% of shares entitled to vote, either in 
person or by proxy, when evaluating such proposals in consideration of the specific facts and circumstances 
of the company such as size and shareholder base.

However, when companies adopting new articles set quorum at 25% or higher, we will support the adoption so 
long as the new quorum represents an increase, or remains unchanged from prior levels.

Additionally, with regard to the number of directors required to constitute an acceptable quorum for a meet-
ing of directors, Glass Lewis looks for a requisite quorum of a majority of the directors of the board.

ADVANCE NOTICE POLICIES

Glass Lewis recognizes the significant risks to shareholders from so-called “stealth proxy contests” whereby a 
shareholder nominates a director for election at a company’s annual meeting without prior notice to the com-
pany or other shareholders. This could result in the election of a shareholder-nominated director with little to 
no support from other shareholders, in some cases exacerbated by low quorum requirements. It is reasonable, 
therefore, for companies to seek means, such as advance notice provisions, to ensure they (and shareholders) 
receive adequate notice in advance shareholder meetings of the intention of a shareholder to nominate one or 
more directors at the meeting. 

However, we believe such provisions should be limited in scope to balance providing timely notice of the 
nomination to the company and shareholders against inhibiting the exercise of the nomination right. Glass 
Lewis therefore believes restrictions imposed under advance notice provisions should be reasonable so as not 
to present excessive impediments on shareholders who wish to nominate directors under such a policy. Ac-
cordingly, Glass Lewis will review such policies in consideration of the required time frames for shareholders 
to submit director nominations as well as other provisions setting forth requirements shareholders must meet 
to nominate directors.

Governance Structure and the 
Shareholder Franchise

708



Specifically, we will generally recommend that shareholders support policies that establish a reasonable notifi-
cation period (generally 30 days) prior to the date of the annual meeting for shareholders to nominate one or 
more directors and that require a reasonably broad time period (e.g., a 35-day window) during which share-
holders may submit such nominations. 

Glass Lewis may consider recommending that shareholders vote against advance notice provisions if the mini-
mum notice period is either too close to (e.g., 10 days) or too far in advance of (e.g., 60 days) the annual meet-
ing. In addition, we will generally recommend that shareholders oppose such provisions where an advance 
notice policy does not allow for the commencement of a new time period for shareholder nominations in the 
event of an adjournment or postponement of the annual meeting. 

Further, we will review advance notice policies to determine whether an issuer has implemented any unneces-
sarily burdensome or onerous requirements on shareholders seeking to nominate directors. In particular, Glass 
Lewis will review impediments to the nominations process such as excessive disclosure requirements (e.g., of 
sensitive, personal or irrelevant information), required commitments or undertakings to abide by unnecessar-
ily broad or restrictive agreements, requirements to meet with certain individuals such as incumbent board 
members or other impediments that may frustrate shareholders ability or willingness to avail themselves of 
the nomination process. 

VIRTUAL SHAREHOLDER MEETINGS

A relatively small but growing contingent of companies have elected to hold shareholder meetings by virtual 
means only. Glass Lewis believes that virtual meeting technology can be a useful complement to a traditional, 
in-person shareholder meeting by expanding participation of shareholders who are unable to attend a share-
holder meeting in person (i.e. a “hybrid meeting”). However, we also believe that virtual-only meetings have 
the potential to curb the ability of a company’s shareholders to meaningfully communicate with the company’s 
management.

Prominent shareholder rights advocates, including the Council of Institutional Investors, have expressed con-
cerns that such virtual-only meetings do not approximate an in-person experience and may serve to reduce 
the board’s accountability to shareholders. When analyzing the governance profile of companies that choose 
to hold virtual-only meetings, we look for robust disclosure in a company’s proxy statement which assures 
shareholders that they will be afforded the same rights and opportunities to participate as they would at an 
in-person meeting. 

Examples of effective disclosure include: (i) addressing the ability of shareholders to ask questions during 
the meeting, including time guidelines for shareholder questions, rules around what types of questions are al-
lowed, and rules for how questions and comments will be recognized and disclosed to meeting participants; 
(ii) procedures, if any, for posting appropriate questions received during the meeting, and the company’s 
answers, on the investor page of their website as soon as is practical after the meeting; (iii) addressing techni-
cal and logistical issues related to accessing the virtual meeting platform; and (iv) procedures for accessing 
technical support to assist in the event of any difficulties accessing the virtual meeting.

We will generally recommend voting against members of the governance committee where the board is plan-
ning to hold a virtual-only shareholder meeting and the company does not provide such disclosure.

DIRECTOR AND OFFICER INDEMNIFICATION

While Glass Lewis strongly believes that directors and officers should be held to the highest standard when 
carrying out their duties to shareholders, some protection from liability is reasonable to protect them against 
certain suits so that these officers feel comfortable taking measured risks that may benefit shareholders. As 
such, we find it appropriate for a company to provide indemnification and/or enroll in liability insurance to 
cover its directors and officers so long as the terms of such agreements are reasonable.
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ANTI-TAKEOVER MEASURES 

POISON PILLS (SHAREHOLDER RIGHTS PLANS) 

Glass Lewis believes that poison pill plans generally are not in the best interests of shareholders. Specifically, 
they can reduce management accountability by substantially limiting opportunities for corporate takeovers. 
Rights plans can thus prevent shareholders from receiving a buy-out premium for their stock. 

We believe that boards should be given wide latitude in directing the activities of the company and charting 
the company’s course. However, where the link between the financial interests of shareholders and their right 
to consider and accept buyout offers is so substantial, we believe that shareholders should be allowed to vote 
on whether or not they support such a plan’s implementation. This issue is different from other matters that 
are typically left to the board’s discretion since its potential impact on and relation to shareholders is direct 
and substantial. It is also an issue in which the interests of management may be very different from those of 
shareholders, and therefore ensuring shareholders have a voice is the only way to safeguard their interests. 

Subject to the inclusion of certain standard provisions, we will generally support a limited poison pill to ac-
complish a particular objective, such as the closing of an important merger, or a pill that contains what we 
believe to be a reasonable “qualifying offer” clause. We will consider supporting a poison pill plan if the trig-
ger threshold is not unreasonably low (i.e., lower than 20%) and the provisions of the qualifying offer clause 
include the following attributes: (i) the form of offer is not required to be an all-cash transaction; (ii) the offer 
is not required to remain open for more than 105 business days; (iii) the offeror is permitted to make amend-
ments to the offer, to reduce the offer or otherwise change the terms; (iv) there is no fairness opinion require-
ment; (v) there is a low to no premium requirement; and (vi) the plan does not allow the board the discretion 
to amend material provisions without shareholder approval. 

Additionally, Glass Lewis will review the definition of beneficial ownership in such plans to ensure that owner-
ship is strictly defined as shares held by an individual and does not include shares that are not owned, but can 
be directed to vote by a shareholder; Glass Lewis will generally oppose the adoption of such pills, also known 
as “voting pills,” that expand the circumstances when a pill would be triggered including in the absence of a 
bid for the company. When these requirements are met, we typically feel comfortable that shareholders will 
have the opportunity to voice their opinion on any legitimate offer. Further, it should be noted that poison pills 
must be approved by shareholders every three years.

INCREASE IN AUTHORIZED SHARES 

Glass Lewis believes that adequate share capital is important to the operation of a company. Companies 
generally seek an increase in authorized share capital in order to conduct equity fundraisings, stock splits or 
declare share dividends. We believe that it is critical for management to have access to a sufficient amount of 
the share capital in order to allow for quick decision-making and effective operations. However, prior to any 
significant transaction, we prefer that management justifies its use of any additional shares to shareholders, 
rather than simply asking for a blank check in the form of large pools of unallocated shares that can used for 
any purpose.

In general, we will support proposals to increase authorized shares by up to 100% of the number of shares 
currently authorized; however, if the proposed increase would result in less than 30% of all authorized shares 
being outstanding, then we may recommend shareholders reject the proposal.30 

ISSUANCE OF SHARES 

We recognize the viable reasons companies may have to issue shares; however, we also recognize that issuing 
shares dilutes existing holders in most circumstances. Further, the availability of additional shares, where the 
board has discretion to implement a poison pill, can often serve as a deterrent to interested suitors. Accord 
 

30  Pursuant to the CBCA, companies may only increase their share capital subsequent to shareholder approval of a special resolution.
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ingly, when we find that a company has not detailed a plan for the use of the proposed shares, or when the 
number of shares is excessive, we typically recommend shareholders vote against the issuance. 

In the case of a private placement, we will also consider whether the company is offering the securities at a 
discount to its share price.31

In November 2009, the TSX updated its requirements to provide that shareholder approval be required when  
a company intends to issue shares in excess of 25% of issued share capital as payment for an acquisition. 

In general, we will support proposals to issue shares with preemptive rights of up to 100% of the number of 
shares currently issued, and proposals to issue shares without preemptive rights of up to 20% of the current 
issued share capital. However, note that there are no preemptive rights in Canada unless specifically called for 
in a company’s articles of association. 

VOTING STRUCTURE 

DUAL-CLASS SHARE STRUCTURES

Glass Lewis believes dual-class voting structures are typically not in the best interests of common sharehold-
ers. Allowing one vote per share generally operates as a safeguard for common shareholders by ensuring that 
those who hold a significant minority of shares are able to weigh in on issues set forth by the board.

Furthermore, we believe that the economic stake of each shareholder should match their voting power and 
that no small group of shareholders, family or otherwise, should have voting rights different from those of 
other shareholders. On matters of governance and shareholder rights, we believe shareholders should have 
the power to speak and the opportunity to effect change. That power should not be concentrated in the hands 
of a few for reasons other than economic stake.

We generally consider a dual-class share structure to reflect negatively on a company’s overall corporate gov-
ernance. Because we believe that companies should have share capital structures that protect the interests 
of non-controlling shareholders as well as any controlling entity, we typically recommend that shareholders 
vote in favor of recapitalization proposals to eliminate dual-class share structures. Similarly, we will generally 
recommend against proposals to adopt a new class of common stock.

With regards to our evaluation of corporate governance following an IPO or spin-off within the past year, we 
will consider the presence of dual-class share structures as a factor in determining whether shareholder rights 
are being severely restricted indefinitely.

When analyzing voting results from meetings of shareholders at companies controlled through dual-class 
structures, we will carefully examine the level of approval or disapproval attributed to unaffiliated shareholders 
when determining whether board responsiveness is warranted. Where vote results indicate that a majority of 
unaffiliated shareholders supported a shareholder proposal or opposed a management proposal, we believe 
the board should demonstrate an appropriate level of responsiveness.

SUPERMAJORITY VOTE REQUIREMENTS 

Glass Lewis believes that supermajority vote requirements impede shareholder action on ballot items critical 
to shareholder interests. An example is in the takeover context, where supermajority vote requirements can 
strongly limit the voice of shareholders in making decisions on such crucial matters as selling the business. This 
in turn degrades share value and can limit the possibility of buyout premiums to shareholders. Moreover, we 
believe that a supermajority vote requirement can enable a small group of shareholders to overrule the will of 
the majority of shareholders. We believe that a simple majority is appropriate to approve all matters presented 
to shareholders.

31  Pursuant to the TSX Listing Rules, shareholder approval is required for issuances of stock by private placement of more than 25% of the number of 
shares outstanding in any six month period. However, issuances below this threshold are at the discretion of the board, which may issue any number of 
shares and determine their rights, privileges and restrictions.
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MAJORITY VOTING 

Over the past several decades, shareholders have sought a mechanism by which they might have a genuine 
voice in the election of directors. The common plurality vote standard ensures that directors who receive the 
highest number of votes are elected to serve on the board of directors. This system, at face value, appears to 
be a fair conduit through which the most favored candidates will be selected for service on the board. This sys-
tem loses its efficacy, however, when the number of director candidates is equal to the number of open seats 
on the board, thereby permitting a nominee who receives a minority of shareholder support (as little as one 
vote) to assume a seat on the board. Majority voting, to the contrary, requires that each nominee receive the 
affirmative vote of at least a majority of shareholder votes cast in an election. In this manner a majority vote 
standard enhances shareholders’ ability to determine who will serve as their representatives in the boardroom, 
resulting in increased board accountability and performance. 

The TSX Company Manual now requires all TSX-listed issuers (with an exception for controlled companies) to 
adopt majority voting for the election of directors effective June 30, 2014.

Almost all companies that have adopted majority voting policies have opted for a director resignation policy 
in which any director who has received a majority of the total votes “withheld” from him or her (in an un-
contested election) promptly tenders their resignation to the board or its nominating/corporate governance 
committee for consideration. The board or committee then considers the resignation and makes a decision 
on whether to accept or reject it. Such policies typically provide for 90 days to consider the resignation, after 
which the board will make its final decision known by way of a press release.

Although these policies are certainly preferable to no policy at all, since they require the board to consider the 
outcome of the vote and address shareholders’ concerns, we believe there should be no need for further ac-
tion by the board or any of its committees to have the candidate removed from the board. The board should 
not have the opportunity to ignore shareholders’ will and allow the nominee to continue to serve as a direc-
tor. The system ultimately leaves the decision-making process in the hands of board members, and not with 
shareholders, where we believe the power should lie.

TRANSACTION OF OTHER BUSINESS

We typically recommend that shareholders not give their proxy to management to vote on any other busi-
ness items that may properly come before the annual meeting. In our opinion, granting unfettered discretion 
is unwise. 
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Glass Lewis generally believes decisions regarding day-to-day management and policy decisions, including 
those related to social, environmental or political issues, are best left to management and the board as they in 
almost all cases have more and better information about company strategy and risk. However, when there is a 
clear link between the subject of a shareholder proposal and value enhancement or risk mitigation, Glass Lewis 
will recommend in favor of a reasonable, well-crafted shareholder proposal where the company has failed to 
or inadequately addressed the issue. 

We believe that shareholders should not attempt to micromanage a company, its businesses or its executives 
through the shareholder initiative process. Rather, we believe shareholders should use their influence to push 
for governance structures that protect shareholders and promote director accountability. Shareholders should 
then put in place a board they can trust to make informed decisions that are in the best interests of the busi-
ness and its owners, and hold directors accountable for management and policy decisions through board elec-
tions. However, we recognize that support of appropriately crafted shareholder initiatives may at times serve 
to promote or protect shareholder value.

To this end, Glass Lewis evaluates shareholder proposals on a case-by-case basis. We generally recommend 
supporting shareholder proposals calling for the elimination of, as well as to require shareholder approval of, 
anti-takeover devices such as poison pills and classified boards. We generally recommend supporting pro-
posals likely to increase and/or protect shareholder value and also those that promote the furtherance of 
shareholder rights. In addition, we also generally recommend supporting proposals that promote director ac-
countability and those that seek to improve compensation practices, especially those promoting a closer link 
between compensation and performance, as well as those that promote more and better disclosure of relevant 
risk factors where such disclosure is lacking or inadequate.

ENVIRONMENTAL, SOCIAL & GOVERNANCE INITIATIVES

For a detailed review of our policies concerning compensation, environmental, social and governance share-
holder initiatives, please refer to our comprehensive Proxy Paper Guidelines for Shareholder Initiatives, avail-
able at www.glasslewis.com. 

Shareholder Initiatives
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DISCLAIMER
This document is intended to provide an overview of Glass Lewis’ proxy voting policies and guidelines. It is not intended to be exhaustive 
and does not address all potential voting issues. Additionally, none of the information contained herein should be relied upon as investment 
advice. The content of this document has been developed based on Glass Lewis’ experience with proxy voting and corporate governance 
issues, engagement with clients and issuers and review of relevant studies and surveys, and has not been tailored to any specific person. 

No representations or warranties express or implied, are made as to the accuracy or completeness of any information included herein. 
In addition, Glass Lewis shall not be liable for any losses or damages arising from or in connection with the information contained herein 
or the use, reliance on or inability to use any such information. Glass Lewis expects its subscribers possess sufficient experience and 
knowledge to make their own decisions entirely independent of any information contained in this document. 

All information contained in this report is protected by law, including but not limited to, copyright law, and none of such information may 
be copied or otherwise reproduced, repackaged, further transmitted, transferred, disseminated, redistributed or resold, or stored for 
subsequent use for any such purpose, in whole or in part, in any form or manner or by any means whatsoever, by any person without Glass 
Lewis’ prior written consent. 

© 2018 Glass, Lewis & Co., Glass Lewis Europe, Ltd., and CGI Glass Lewis Pty Ltd. (collectively, “Glass Lewis”). All Rights Reserved. 
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COVERAGE 

The Canadian research team provides proxy analyses and voting recommendations for common shareholder 
meetings of publicly – traded Canadian-incorporated companies that are held in our institutional investor clients' 
portfolios. These TSX policy guidelines apply to companies listed on the Toronto Stock Exchange. ISS reviews its 
universe of coverage on an annual basis, and the coverage is subject to change based on client need and industry 
trends. 

U.S. Domestic Issuers – which have a majority of outstanding shares held in the U.S. and meet other criteria, as 
determined by the SEC, and are subject to the same disclosure and listing standards as U.S. incorporated 
companies – are generally covered under standard U.S. policy guidelines. U.S. Foreign Private Issuers that are 
incorporated in Canada and that do not file DEF14A reports and do not meet the SEC Domestic Issuer criteria are 
covered under Canadian policy. 
 

In all cases – including with respect to other companies with cross-market features that may lead to ballot items 
related to multiple markets – items that are on the ballot solely due to the requirements of another market (listing, 
incorporation, or national code) may be evaluated under the policy of the relevant market, regardless of the 
“assigned” market coverage. 
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1. ROUTINE/MISCELLANEOUS 

Audit-Related 

Financial Statements/Director and Auditor Reports 

Companies are required under their respective Business Corporations Acts (BCAs) to submit their financial 
statements and the auditor's report, which is included in the company’s annual report, to shareholders at every 
Annual General Meeting (AGM). This routine item is almost always non-voting. 

Ratification of Auditors 

 
General Recommendation: Vote for proposals to ratify auditors unless the following applies: 

 
› Non-audit ("other") fees paid to the auditor > audit fees + audit-related fees + tax compliance/preparation 

fees.  

Rationale: National Instrument 52-110 - Audit Committees defines “audit services” to include the professional 

services rendered by the issuer’s external auditor for the audit and review of the issuer’s financial statements or 
services that are normally provided by the external auditor in connection with statutory and regulatory filings or 
engagements.  

The instrument also sets out disclosure requirements related to fees charged by external auditors. Every issuer is 
required to disclose in its annual information form, with a cross-reference in the related proxy circular, fees billed 
by the external audit firm in each of the last two fiscal years. These fees must be broken down into four categories: 
Audit Fees, Audit-Related Fees, Tax Fees, and All Other Fees. 

ISS recognizes that certain tax-related services, e.g. tax compliance and preparation, are most economically 
provided by the audit firm. Tax compliance and preparation include the preparation of original and amended tax 
returns, refund claims, and tax payment planning. However, other services in the tax category, e.g. tax advice, 
planning, or consulting fall more into a consulting category. Therefore, these fees are separated from the tax 
compliance/preparation category and are added to the Non-audit (Other) fees for the purpose of determining 
whether excessive non-audit related fees have been paid to the external audit firm in the most recent year. 

In circumstances where "Other" fees include fees related to significant one-time capital restructure events (for the 
purpose of this policy such events are limited to initial public offerings, emergence from bankruptcy, and spinoffs) 
and the company makes public disclosure of the amount and nature of those fees which are an exception to the 
standard "non-audit fee" category, then such fees may be excluded from the non-audit fees considered in 
determining whether non-audit fees are excessive. 

Other Business 

 
General Recommendation: Vote against all proposals on proxy ballots seeking approval for unspecified “other 

business” that may be conducted at the shareholder meeting as shareholders cannot know what they are approving. 
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2. BOARD OF DIRECTORS 

Voting on Director Nominees in Uncontested Elections 

Fundamental Principles 

Four fundamental principles apply when determining votes on director nominees: 

Board Accountability: Practices that promote accountability and enhance shareholder trust begin with 
transparency into a company's governance practices (including risk management practices). These practices 
include the annual election of all directors by a majority of votes cast by all shareholders, affording shareholders 
the ability to remove directors, and providing detailed timely disclosure of voting results. Board accountability is 
facilitated through clearly defined board roles and responsibilities, regular peer performance review, and 
shareholder engagement. 

Board Responsiveness: In addition to facilitating constructive shareholder engagement, boards of directors should 
be responsive to the wishes of shareholders as indicated by majority supported shareholder proposals or lack of 
majority support for management proposals (including election of directors). In the case of a company controlled 
through a dual-class share structure, the support of a majority of the minority shareholders should equate to 
majority support. 

Board Independence: Independent oversight of management is a primary responsibility of the board. While true 
independence of thought and deed is difficult to assess, there are corporate governance practices with regard to 
board structure and management of conflicts of interest that are meant to promote independent oversight. Such 
practices include the selection of an independent chair to lead the board, structuring board pay practices to 
eliminate the potential for self-dealing, reducing risky decision-making, ensuring the alignment of director interests 
with those of shareholders rather than the interests of management, and structuring separate independent key 
committees with defined mandates. In addition, the board must be able to objectively set and monitor the 
execution of corporate strategy, with appropriate use of shareholder capital, and independently set and monitor 
executive compensation programs that support that strategy. Complete disclosure of all conflicts of interest and 
how they are managed is a critical indicator of independent oversight. 

Board Composition: Companies should ensure that directors add value to the board through their specific skills 
and expertise and by having sufficient time and commitment to serve effectively. Boards should be of a size 
appropriate to accommodate diversity, expertise, and independence, while ensuring active and collaborative 
participation by all members. Boards should be sufficiently diverse to ensure consideration of a wide range of 
perspectives. 
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TSX Listing Requirements 

Under Part IV of the Toronto Stock Exchange (TSX) Company Manual, issuers are required to provide for the annual 
election of directors by individual ballot and to promptly and publicly disclose the votes received for the election of 
each director following the meeting. 

In addition, effective June 30, 2014, issuers were required to adopt a majority voting director resignation policy1 
providing that: 

› If director receives less than a majority of votes for his or her election, the director will be required to submit 
his or her resignation to the board for consideration; 

› The board will accept the resignation absent exceptional circumstances; and 
› The company will promptly issue a public statement with the board's decision regarding the director's 

resignation. If the board does not accept the resignation the statement must fully state the reasons for that 
decision. 

Slate Ballots (Bundled Director Elections) 

 
General Recommendation: Generally vote withhold for all directors nominated only by slate ballot at the 

annual/general or annual/special shareholders’ meetings. This policy will not apply to contested director elections.  

Rationale: Slate ballots are contrary to best practices within the Canadian market. Affording shareholders the 
ability to individually elect directors allows shareholders to better articulate concerns by voting withhold for those 
specific directors deemed to be associated with significant concerns. 

Individual director elections are required for companies listed on the Toronto Stock Exchange (TSX). 

  

---------------------- 
1 Controlled companies are exempt from this requirement. 
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ISS Canadian Definition of Independence 

1. Executive Director 
1.1. Employees of the company or its affiliatesi.  
1.2. Current interim CEO or any other current interim executive of the company or its affiliatesi.  

2. Non-Independent Non-Executive Director  
Former/Interim CEOii 

2.1. Former CEO of the company or its affiliatesi within the past five yearsiii or of an acquired company within the 
past five years.  

2.2. Former interim CEO of the company or its affiliatesi within the past five yearsiii if the service was longer than 18 
months or if the service was between 12 and 18 months and the compensation was high relative to that of the 
other directors or in line with a CEO’s compensationiv at that time. 

2.3. CEO of a former parent or predecessor firm at the time the company was sold or split off from the 
parent/predecessor within the past five yearsiii. 

Controlling/Significant Shareholder 
2.4. Beneficial owner of company shares with more than 50 percent of the outstanding voting rights (this may be 

aggregated if voting power is distributed among more than one member of a group). 
Non-CEO Executivesii 
2.5. Former executive of the company, an affiliatei, or a firm acquired within the past three years. 
2.6. Former interim executive of the company or its affiliatesi within the past three years if the service was longer 

than 18 months or if the service was between 12 and 18 months, an assessment of the interim executive's 
terms of employment including compensation relative to other directors or in line with the top five NEOs at 
that time. 

2.7. Executive of a former parent or predecessor firm at the time the company was sold or split off from 
parent/predecessor within the past three years. 

2.8. Executive, former executive of the company or its affiliatesi within the last three years, general or limited 
partner of a joint venture or partnership with the company. 

Relatives 
2.9. Relativev of current executive officervi of the company or its affiliatesi.  
2.10. Relativev of a person who has served as a CEO of the company or its affiliatesi within the last five years; or an 

executive officer of the company or its affiliatesi within the last three years. 
Transactional, Professional, Financial, and Charitable Relationshipsvii 
2.11. Currently provides (or a relativev provides) professional servicesviii to the company, its affiliatesi or to its 

officers. 
2.12. Is (or a relativev is) a partner, controlling shareholder or an employee of, an organization that provides 

professional services viii to the company, to an affiliate of the company, or to an individual officer of the 
company or one of its affiliatesi. 

2.13. Currently employed by (or a relativev is employed by) a significant customer or supplierix of the company or its 
affiliatesi. 

2.14. Is (or a relativev is) a trustee, director or employee of a charitable or non-profit organization that receives 
materialx grants or endowments from the company or its affiliatesi. 

2.15. Has, or is (or a relativev is) a partner, controlling shareholder or an employee of, an organization that has a 
transactional relationship with the company or its affiliatesi, excluding investments in the company through a 
private placement. 

Other Relationships 
2.16. Has a contractual/guaranteed board seat and is party to a voting agreement to vote in line with management 

on proposals being brought to shareholders. 
2.17. Founderxi of the company but not currently an employee. 
2.18. Has any materialx relationship with the company or with any one or more members of management of the 

company. 
2.19. Non-employee officer of the company or its affiliatesi if he/she is among the five most highly compensated. 
Board Attestation 
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2.20. Board attestation that an outside director is not independent.  

3. Independent Director 
3.1. No materialx ties to the company other than board seat. 

 

Footnotes: 

i "Affiliate" includes a subsidiary, sibling company, or parent company. ISS uses 50 percent control ownership by the parent company 
as the standard for applying its affiliate designation.  

ii When there is a former CEO or other officer of a capital pool company (CPC) or special purpose acquisition company (SPAC) serving 
on the board of an acquired company, ISS will generally classify such directors as independent unless determined otherwise taking 
into account the following factors:  any operating ties to the firm; and the existence of any other conflicting relationships or related 
party transactions. 

iii The determination of a former CEO's classification following the five year cooling-off period will be considered on a case-by-case 
basis. Factors taken into consideration may include but are not limited to: management/board turnover, current or recent 
involvement in the company, whether the former CEO is or has been Executive Chairman of the board or a company founder, length 
of service with the company, any related party transactions, consulting arrangements, and any other factors that may reasonably be 
deemed to affect the independence of the former CEO. 

iv ISS will look at the terms of the interim CEO's compensation or employment contract to determine if it contains severance pay, 
long-term health and pension benefits or other such standard provisions typically contained in contracts of permanent, non-
temporary CEOs. ISS will also consider if a formal search process was underway for a full-time CEO. 

v Relative refers to immediate family members including spouse, parents, children, siblings, in-laws and anyone sharing the director's 
home. 

vi Executive Officer will include: the CEO or CFO of the entity; the president of the entity; a vice-president of the entity in charge of a 
principal business unit, division or function; an officer of the entity or any of its subsidiary entities who performs a policy making 
function in respect of the entity; any other individual who performs a policy-making function in respect of the entity; or any executive 
named in the Summary Compensation Table. 

vii The terms "Currently", "Is" or "Has" in the context of Transactional, Professional, Financial, and Charitable Relationships will be 
defined as having been provided at any time within the most recently completed fiscal year and/or having been identified at any time 
up to and including the annual shareholders' meeting.  

viii Professional services can be characterized as advisory in nature, generally involve access to sensitive company information or to 
strategic decision-making, and typically have commission or fee-based payment structure. Professional services generally include, but 
are not limited to the following: investment banking/financial advisory services, commercial banking (beyond deposit services), 
investment services, insurance services, accounting/audit services, consulting services, marketing services, legal services, property 
management services, realtor services, lobbying services, executive search services and IT consulting services. "Of counsel" 
relationships are only considered immaterial if the individual does not receive any form of compensation from, or is a retired partner 
of, the firm providing the professional services. The following would generally be considered transactional relationships and not 
professional services: deposit services, IT tech support services, educational services, and construction services. The case of 
participation in a banking syndicate by a non-lead bank should be considered a transactional rather than a professional services 
relationship. The case of a company providing a professional service to one of its directors or to an entity with which one of its 
directors is affiliated, will be considered a transactional rather than a professional relationship. Insurance services and marketing 
services are assumed to be professional services unless the company explains why such services are not advisory. 

ix If the company makes or receives annual payments exceeding the greater of $200,000 or 5 percent of recipient's gross revenues 
(the recipient is the party receiving proceeds from the transaction).  

x "Material" is defined as a standard of relationship (financial, personal or otherwise) that a reasonable person might conclude could 
potentially influence one's objectivity in the boardroom in a manner that would have a meaningful impact on an individual's ability to 
satisfy requisite fiduciary standards on behalf of shareholders.  

xi The company’s public disclosure regarding the operating involvement of the Founder with the company will be considered. If the 
Founder was never employed by the company, ISS may deem the Founder as an independent outsider absent any other relationships 
that may call into question the founding director’s ability to provide independent oversight of management. 

Vote case-by-case on director nominees, examining the following factors when disclosed:  
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› Independence of the board and key board committees; 
› Disclosed commitment to board gender diversity; 
› Number of Board Commitments; 
› Attendance at board and committee meetings; 
› Corporate governance provisions and takeover activity; 
› Long-term company performance; 
› Directors’ ownership stake in the company; 
› Compensation practices; 
› Responsiveness to shareholder proposals; and 
› Board accountability. 

Board Structure and Independence 

 
General Recommendation: Vote withhold for any Executive Director or Non-Independent, Non-Executive Director 

where: 
 

› The board is less than majority independent; or 
› The board lacks a separate compensation or nominating committee.  

Rationale: The balance of board influence should reside with independent directors free of any pressures or 
conflicts which might prevent them from objectively overseeing strategic direction, evaluating management 
effectiveness, setting appropriate executive compensation, maintaining internal control processes, and ultimately 
driving long-term shareholder value creation. Best practice corporate governance standards do not advocate that 
no executive directors sit on boards. Company executives have extensive company knowledge and experience that 
provides a significant contribution to business decisions at the board level. In order to maintain, however, the 
independent balance of power necessary for independent directors to fulfill their oversight mandate and make 
difficult decisions that may run counter to management’s self-interests, executives, former executives and other 
related directors should not dominate the board or continue to be involved on key board committees charged with 
the audit, compensation, and nomination responsibilities.  

Best practice corporate governance standards recommend that the board should have: 

› A majority of independent directors; and 
› A nominating committee and a compensation committee composed entirely of independent directors. 

Guideline Eight of the Canadian Coalition for Good Governance (CCGG)'s 2013 publication Building High 
Performance Boards indicates that boards should "Establish mandates for board committees and ensure 
committee independence." It is further recommended that key board committees "review committee charters 
every year and amend or confirm the mandate and procedures based on information received from the board and 
committee evaluation process." 

Non-Independent Directors on Key Committees 

 
General Recommendation: Vote withhold for members of the audit, compensation, or nominating committee who: 

 
› Are Executive Directors; 
› Are Controlling Shareholders; or 
› Is a Non-employee officer of the company or its affiliates if he/she is among the five most highly compensated. 

Rationale: In order to promote independent oversight of management, the board as a whole and its key board 
committees should meet minimum best practice expectations of no less than majority independence. The 
presence of executive directors and those having significant influence over management may impede the ability of 
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key board committees to provide independent oversight of audit, executive compensation or nomination matters. 
Director elections are seen to be the single most important use of the shareholder franchise.  

Policy Considerations for Majority Owned Companies2 

ISS policies support a one-share, one-vote principle. In recognition of the substantial equity stake held by certain 
shareholders, on a case-by-case basis, director nominees who are or who represent a controlling shareholder of a 
majority owned company may be supported under ISS' board and committee independence policies if the 
company meets all of the following independence and governance criteria: 

› The number of directors related to the controlling shareholder should not exceed the proportion of common 
shares controlled by the controlling shareholder. In no event, however, should the number of directors related 
to the controlling shareholder exceed two-thirds of the board; 

› In addition to the above, if the CEO is related to the controlling shareholder, no more than one-third of the 
board should be related to management (as distinct from the controlling shareholder); 

› If the CEO and chair roles are combined or the CEO is or is related to the controlling shareholder, then there 
should be an independent lead director and the board should have an effective and transparent process to 
deal with any conflicts of interest between the company, minority shareholders, and the controlling 
shareholder; 

› A majority of the audit and nominating committees should be either independent directors or in addition to at 
least one independent director, may be directors who are related to the controlling shareholder.. All members 
of the compensation committee should be independent of management. If the CEO is related to the 
controlling shareholder, no more than one member of the compensation committee should be a director who 
is related to the controlling shareholder; and 

› Prompt disclosure of detailed vote results following each shareholder meeting. 

ISS will also take into consideration any other concerns related to the conduct of the subject director(s) and any 
controversy or questionable actions on the part of the subject director(s) that are deemed not to be in the best 
interests of all shareholders. 

Rationale: Canadian corporate law provides significant shareholder protections. For example, under most BCAs, a 
shareholder or group of shareholders having a 5 percent ownership stake in a company may requisition a special 
meeting for the purposes of replacing or removing directors and in most jurisdictions, directors may be removed 
by a simple majority vote. Shareholders also benefit from the ability to bring an oppression action against the 
board or individual directors of Canadian incorporated public companies. 

Against this legal backdrop, Canadian institutions have taken steps to acknowledge and support the premise that a 
shareholder who has an equity stake in the common shares of a reporting issuer under a single class common 
share structure has a significant interest in protecting the value of that equity stake in the company and is 
therefore deemed to have significant alignment of interests with minority shareholders. This policy firmly supports 
the one-share, one-vote principle and is intended to recognize the commonality of interests between certain 
shareholders having a majority equity stake under a single class share structure and minority shareholders in 
protecting the value of their investment.  

This policy will not be considered at dual class companies having common shares with unequal voting or board 
representation rights. 

---------------------- 
2 A majority-owned company is defined for the purpose of this policy as a company controlled by a shareholder or group of 

shareholders who together have an economic ownership interest under a single class common share capital structure that is 
commensurate with their voting entitlement of 50 percent or more of the outstanding common shares. 
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Audit Fee Disclosure 

 
General Recommendation: Vote withhold for the members of the audit committee as constituted in the most 

recently completed fiscal year if: 
 

› No audit fee information is disclosed by the company within a reasonable period of time prior to a 
shareholders’ meeting at which ratification of auditors is a voting item.  

Rationale: The disclosure of audit fees by category is a regulatory requirement and this information is of great 
importance to shareholders due to the concern that audit firms could compromise the independence of a 
company audit in order to secure lucrative consulting services from the company. 

Excessive Non-Audit Fees 

 
General Recommendation: Vote withhold for individual directors who are members of the audit committee as 

constituted in the most recently completed fiscal year if: 
 

› Non-audit fees ("other") fees paid to the external audit firm > audit fees + audit-related fees + tax 
compliance/preparation fees. 

Rationale: ISS recognizes that certain tax-related services, e.g. tax compliance and preparation, are most 
economically provided by the audit firm. Tax compliance and preparation include the preparation of original and 
amended tax returns, refund claims, and tax payment planning. However, other services in the tax category, e.g. 
tax advice, planning, or consulting fall more into a consulting category. Therefore, these fees are separated from 
the tax compliance/preparation category and are added to the Non-audit (Other) fees for the purpose of 
determining whether excessive non-audit related fees have been paid to the external audit firm in the most recent 
year. 

In circumstances where "Other" fees include fees related to significant one-time capital restructure events (for the 
purpose of this policy such events are limited to initial public offerings, emergence from bankruptcy, and spinoffs) 
and the company makes public disclosure of the amount and nature of those fees which are an exception to the 
standard "non-audit fee" category, then such fees may be excluded from the non-audit fees considered in 
determining whether non-audit fees are excessive. 

Part 2 of National Instrument 52-110 - Audit Committees states that the audit committee must be directly 
responsible for overseeing the work of the external auditor and that the audit committee must pre-approve all 
non-audit services provided to the issuer or its subsidiary entities by the issuer’s external auditor. It is therefore 
appropriate to hold the audit committee accountable for payment of excessive non-audit fees. 

Persistent Problematic Audit Related Practices 

 
General Recommendation: Vote case-by-case on members of the Audit Committee and potentially the full board if 

adverse accounting practices are identified that rise to a level of serious concern, such as: 
 

› Accounting fraud; 
› Misapplication of applicable accounting standards; or 
› Material weaknesses identified in the internal control process.  

Severity, breadth, chronological sequence and duration, as well as the company's efforts at remediation or 
corrective actions, will be examined in determining whether withhold votes are warranted. 
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Rationale: The policy addresses those cases which could potentially raise serious concern with respect to the audit 
committee's oversight of the implementation by management of effective internal controls over the accounting 
process and financial reporting. As well, the audit committee has primary responsibility for selecting and 
overseeing the external audit firm that would be expected to raise concerns related to problematic accounting 
practices, misapplication of applicable accounting practices, or any material weakness it may identify in the 
company's internal controls, as well as whether fraudulent activity is uncovered during the course of the audit 
assignment. 

Director Attendance 

 
General Recommendation: Vote withhold for individual director nominees if:  

 
› The company has not adopted a majority voting director resignation policy AND the individual director has 

attended less than 75 percent of the board and key3 committee meetings4 held within the past year without a 
valid reason for these absences; or 

› The company has adopted a majority voting director resignation policy AND the individual director has 
attended less than 75 percent of the board and key3 committee meetings4 held within the past year without a 
valid reason for the absences AND a pattern of low attendance exists based on prior years' meeting 
attendance. 

 The following should be taken into account:  

› Valid reasons for absence at meetings include illness or absence due to company business;  
› Participation via telephone is acceptable;  
› If the director missed one meeting or one day’s meetings, votes should not be withheld even if such absence 

dropped the director’s attendance below 75 percent; 
› Board and key committee meetings include all regular and special meetings of the board duly called for the 

purpose of conducting board business; and 
› Out of country location or residence is not a sufficient excuse not to attend board meetings, especially given 

technological advances in communications equipment. 

Rationale: Corporate governance best practice supports board structures and processes that promote 
independent oversight and accountability. Nominating competent, committed, and engaged directors to the board 
also necessitates full participation in the conduct of board business in order to fulfill the many responsibilities and 
duties now required to meet requisite standards of care. A director who commits to serve on a public company 
board should be prepared and able to make attendance at and contribution to the board’s meetings a priority. A 
pattern of absenteeism may indicate a more serious concern with a director’s ability to serve and may warrant a 
board review and potentially the director’s resignation. 

Overboarded Directors 

 
General Recommendation: Generally vote withhold for individual director nominees who: 

 

› Are non-CEO directors and serve on more than five public company boards; or 

---------------------- 
3 Key committees include audit, compensation and nominating committees. 
4 If a withhold recommendation under this policy is based solely on meeting attendance at board meetings due to a lack of 
disclosure concerning committee meeting attendance, this will be disclosed in ISS' report. 
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› Are CEOs of public companies who serve on the boards of more than two public companies besides their own 
– withhold only at their outside boards5. 

Rationale: Directors must be able to devote sufficient time and energy to a board in order to be effective 
representatives of shareholders' interests. While the knowledge and experience that come from multiple 
directorships is highly valued, directors' increasingly complex responsibilities require an increasingly significant 
time commitment. Directors must balance the insight gained from roles on multiple boards with the ability to 
sufficiently prepare for, attend, and effectively participate in all of their board and committee meetings. 

Gender Diversity Policy 

 
General Recommendation: For widely-held companies6, generally vote withhold for the Chair of the Nominating 

Committee or Chair of the committee designated with the responsibility of a nominating committee, or Chair of the 
board of directors if no nominating committee has been identified or no chair of such committee has been 
identified, where: 

 
› The company has not disclosed a formal written gender diversity policy7; and 
› There are zero female directors on the board of directors. 

The gender diversity policy should include a clear commitment to increase board gender diversity. Boilerplate or 
contradictory language may result in withhold recommendations for directors. 

The gender diversity policy should include measurable goals and/or targets denoting a firm commitment to 
increasing board gender diversity within a reasonable period of time. 

When determining a company's commitment to board gender diversity, consideration will also be given to the 
board's disclosed approach to considering gender diversity in executive officer positions and stated goals or targets 
or programs and processes for advancing women in executive officer roles, and how the success of such programs 
and processes is monitored. 

Exemptions: 
 
This policy will not apply to: 
› Newly publicly listed companies within the current or prior fiscal year;  
› Companies that have transitioned from the TSXV within the current or prior fiscal year; or 
› Companies with four or fewer directors. 
 
Rationale: Rationale: Gender diversity has become a high profile corporate governance issue in the Canadian 
market. Effective Dec. 31, 2014, as per National Instrument 58-101 Disclosure of Corporate Governance Practices, 
TSX-listed issuers are required to provide proxy disclosures regarding whether, and if so how, the board or 
nominating committee considers the level of representation of women on the board in identifying and nominating 

---------------------- 
5 Although a CEO’s subsidiary boards will be counted as separate boards, ISS will not recommend a withhold vote for the CEO of 
a parent company board or any of the controlled (>50 percent ownership) subsidiaries of that parent but may do so at 
subsidiaries that are less than 50 percent controlled and boards outside the parent/subsidiary relationship. 
6 "Widely-held" refers to S&P/TSX Composite Index companies as well as other companies that ISS designates as such based on 
the number of ISS clients holding securities of the company. 
7 Per NI 58-101 and Form 58-101F1, the issuer should disclose whether it has adopted a written policy relating to the 
identification and nomination of women directors. The policy, if adopted, should provide a short summary of its objectives and 
key provisions; describe the measures taken to ensure that the policy has been effectively implemented; disclose annual and 
cumulative progress by the issuer in achieving the objectives of the policy, and whether and, if so, how the board or its 
nominating committee measures the effectiveness of the policy. 
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candidates for election or re-election to the board. Also required is disclosure of policies or targets, if any, 
regarding the representation of women on the board. The disclosure requirement has been a catalyst for the 
addition of women on the boards of many widely-held TSX-listed reporting issuers. Widely-held TSX-listed 
company boards lacking a policy commitment and having zero female directors are now deemed to be outliers 
lagging market expectations in this regard. On Nov. 16, 2017 ISS announced an update to the Proxy Voting 
Guidelines for TSX-Listed Companies to establish a board gender diversity policy applicable to S&P/TSX Composite 
Index companies. The ISS gender diversity policy came into effect for meetings that were held on or after Feb. 1, 
2018. 
 
Among non-Composite Index TSX-listed issuers, many have disclosed that they have not adopted a gender diversity 
policy, or goals or targets. Further, approximately 45 percent in the ISS coverage universe do not have any women 
on the board of directors. Therefore, the policy has been revised to expand its scope beyond Composite Index 
companies to a broader universe of widely-held TSX reporting issuers (other than those exceptions indicated 
above) commencing 2019. Given that such a large number of smaller, more narrowly-held TSX-listed issuers do not 
have any female directors and given the potentially disproportionate impact on voting recommendations upon 
policy implementation for such issuers, an expansion to the entire TSX universe is at this stage not contemplated. 
 

Former CEO/CFO on Audit/Compensation Committee 

 
General Recommendation: Vote withhold for any director who has served as the CEO of the company within the 

past five years and is a member of the audit or compensation committee. Evaluate on a case-by-case basis whether 
support is warranted for any former CEO on the audit or compensation committee following a five-year period8 after 
leaving this executive position. 

Generally vote withhold for any director who has served as the CFO of the company within the past three years 
and is a member of the audit or compensation committee. 

Rationale: Although ISS policy designates former CEOs and CFOs as non-independent non-executive directors, a 
withhold vote will be recommended as if they were executives where they sit on either the audit or compensation 
committee prior to the conclusion of a cooling-off period. This policy reflects the concern that the influence of a 
recent former executive on these committees could compromise the committee's efficacy. In the case of an audit 
committee the concern relates to the independent oversight of financials for which the executive was previously 
responsible, while in the case of a compensation committee the concern relates to oversight of compensation 
arrangements which the executive may have orchestrated and over which he or she may still wield considerable 
influence.  

The three-year cooling-off period afforded to a former CFO reflects the cooling-off period provided in National 
Instrument 52-110 – Audit Committees. 

A five-year cooling-off period is applied for former CEOs in order to allow for the potential occurrence of significant 
changes within the company's management team. As well, this period allows for the exercise or expiry of the 
former CEOs outstanding equity awards, thereby eliminating lingering compensation ties to the company's 
operational performance which would have aligned the former CEO's interests with management. Following the 

---------------------- 
8 The determination of a former CEO's classification following the five-year cooling-off period will be considered on a case-by-

case basis. Factors taken into consideration may include but are not limited to: management/board turnover, current or recent 
involvement in the company, whether the former CEO is or has been Executive Chairman of the board or a company founder, 
length of service, any related party transactions, consulting arrangements, and any other factors that may reasonably be 
deemed to affect the independence of the former CEO. 
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conclusion of the five-year period, the former CEO's independence status will be re-evaluated with consideration 
to any other relationships which could preclude reclassification as an independent outsider. 

Voting on Directors for Egregious Actions 

 
General Recommendation: Under extraordinary circumstances, vote withhold for directors individually, one or 

more committee members, or the entire board, due to: 
 

› Material failures of governance, stewardship, risk oversight9 or fiduciary responsibilities at the company;  
› Failure to replace management as appropriate; or 
› Egregious actions related to the director(s)’ service on other boards that raise substantial doubt about his or 

her ability to effectively oversee management and serve the best interests of shareholders at any company. 

Rationale: Director accountability and competence have become issues of prime importance given the failings in 
oversight exposed by the global financial crisis and subsequent events. There is also concern over the environment 
in the boardrooms of certain markets, where past failures appear to be no impediment to continued or new 
appointments at major companies and may not be part of the evaluation process at companies in considering 
whether an individual is, or continues to be, fit for the role and best able to serve shareholders’ interests.  

In the event of exceptional circumstances (including circumstances relating to past performance on other boards) 
that raise substantial doubt about a director's ability to effectively monitor management and serve in the best 
interests of shareholders, a withhold vote may be recommended. 

Board Responsiveness 

In keeping with Canadian market expectations and improvements to provide shareholders with the ability to affect 
board change, a lack of board response to shareholder majority votes or majority withhold votes on directors is 
unacceptable and would result in one of the following: 

 
General Recommendation: Vote withhold for continuing individual directors, nominating committee10 members, or 

the continuing members of the entire board of directors if: 
 

› At the previous board election, any director received more than 50 percent withhold votes of the votes cast 
under a majority voting director resignation policy and the nominating committee9 has not required that the 
director leave the board after 90 days, or has not provided another form of acceptable response to the 
shareholder vote which will be reviewed on a case-by-case basis; 

› At the previous board election, any director received more than 50 percent withhold votes of the votes cast 
under a plurality voting standard and the company has failed to address the issue(s) that caused the majority 
withheld vote; or 

› The board failed to act11 on a shareholder proposal that received the support of a majority of the votes cast 
(excluding abstentions) at the previous shareholder meeting. 

---------------------- 
9 Examples of failure of risk oversight include, but are not limited to: bribery, large or serial fines or sanctions from regulatory 
bodies; significant adverse legal judgments or settlements; or hedging of company stock. 
10 Or other board committee charged with the duties of a nominating committee as specified in the company's majority voting 

director resignation policy. 
11 Responding to the shareholder proposal will generally mean either full implementation of the proposal or, if the matter 

requires a vote by shareholders, a management proposal on the next annual ballot to implement the proposal. Responses that 
involve less than full implementation will be considered on a case-by-case basis. 
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As indicated at the beginning of the guidelines for Voting on Director Nominees in Uncontested Elections, board 
responsiveness is a fundamental principle that should apply when determining votes on director nominees. 

Rationale: Follow-up action or response by the board is warranted in the instance where a director is not 
supported by a majority of the votes cast by shareholders but remains on the board at the next election. A 
reasonable period of time within which the board or nominating committee is expected to deal with a director 
resignation under these circumstances is indicated in the widely accepted version of Canadian majority voting, 
director resignation policies as required by the TSX.  

Disclosed board response and rationale will be taken into consideration in limited extraordinary circumstances in 
the event that a director's resignation is not accepted by the board or the concern that caused majority 
shareholder opposition has not been addressed. The vote recommendation will be determined on a case-by-case 
basis that is deemed to be in the best interests of shareholders. 

Unilateral Adoption of an Advance Notice Provision 

 
General Recommendation: Vote withhold for individual directors, committee members, or the entire board as 

appropriate in situations where an advance notice policy has been adopted by the board but has not been included 
on the voting agenda at the next shareholders' meeting. 

Continued lack of shareholder approval of the advanced notice policy in subsequent years may result in further 
withhold recommendations. 

Rationale: The ability of shareholders to put forward potential nominees for election to the board is a fundamental 
right and should not be amended by management or the board without shareholders' approval, or, at a minimum, 
with the intention of receiving shareholder approval at the next annual or annual/special meeting of shareholders. 
As such, the board of directors, as elected representatives of shareholders' interests and as the individuals 
primarily responsible for corporate governance matters, should be held accountable for allowing such policies to 
become effective without further shareholder approval.  

Furthermore, disclosures regarding these policies should be made available to shareholders (similar to shareholder 
proposal deadline disclosures or majority voting policy disclosures) because they are substantive changes that may 
impact shareholders' ability to nominate director candidates. Failure to provide such disclosure is not in 
shareholders' best interests. 

Externally-Managed Issuers (EMIs) 

 
General Recommendation: Vote case-by-case on say-on-pay resolutions where provided, or on individual directors, 

committee members, or the entire board as appropriate, when an issuer is externally-managed and has provided 
minimal or no disclosure about their management services agreements and how senior management is 
compensated. Factors taken into consideration may include but are not limited to:  

 
› The size and scope of the management services agreement; 
› Executive compensation in comparison to issuer peers and/or similarly structured issuers; 
› Overall performance; 
› Related party transactions; 
› Board and committee independence; 
› Conflicts of interest and process for managing conflicts effectively; 
› Disclosure and independence of the decision-making process involved in the selection of the management 

services provider; 
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› Risk mitigating factors included within the management services agreement such as fee recoupment 
mechanisms; 

› Historical compensation concerns; 
› Executives' responsibilities; and 
› Other factors that may reasonably be deemed appropriate to assess an externally-managed issuer's 

governance framework. 

Rationale: 

Externally-managed issuers (EMIs) typically pay fees to outside firms in exchange for management services. In 
most cases, some or all of the EMI's executives are directly employed and compensated by the external 
management firm. 

EMIs typically do not disclose details of the management agreement in their proxy statements and only provide 
disclosure on the aggregate amount of fees paid to the manager, with minimal or incomplete compensation 
information.  

Say-on-pay resolutions are voluntarily adopted in Canada. Additionally, all non-controlled TSX-listed issuers are 
required to adopt majority voting director resignation policies which could result in a director being required to 
resign from a board if he or she receives more 'withhold' than 'for' votes at the shareholders' meeting. Some 
investor respondents to ISS' 2015-16 ISS Global Policy Survey indicated that in cases where an externally managed 
company does not have a say-on-pay proposal (i.e., 'withhold' votes may be recommended for individual 
directors), factors other than disclosure should be considered, such as performance, compensation and expenses 
paid in relation to peers, board and committee independence, conflicts of interest, and pay-related issues. Policy 
outreach sessions conducted with Canadian institutional investors resulted in identical feedback.  

Other Board-Related Proposals 

Classification/Declassification of the Board 

 
General Recommendation: Vote against proposals to classify the board. Vote for proposals to repeal classified 

boards and to elect all directors annually. 

Independent Chair (Separate Chair/CEO) 

 
General Recommendation: Vote for shareholder proposals seeking separation of the offices of CEO and chair if the 

company has a single executive occupying both positions. 

Rationale: The separation of the positions of chair and CEO is supported as it is viewed as superior to the lead 
director concept. The positions of chair and CEO are two distinct jobs with different job responsibilities. The chair is 
the leader of the board of directors, which is responsible for selecting and replacing the CEO, setting executive pay, 
evaluating managerial and company performance, and representing shareholder interests. The CEO, by contrast, is 
responsible for maintaining the day-to-day operations of the company and being the company’s spokesperson. It 
therefore follows that one person cannot fulfill both roles without conflict. An independent lead director may be 
an acceptable alternative as long as the lead director has clearly delineated and comprehensive duties including 
the full authority to call board meetings and approve meeting materials and engage with shareholders. A 
counterbalancing lead director alternative must be accompanied by majority independence on the board and key 
committees, and the absence of any problematic governance practices. 
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Majority of Independent Directors/Establishment of Committees 

 
General Recommendation: Vote for shareholder proposals asking that a majority or up to two-thirds of directors be 

independent unless:  
 

› The board composition already meets the proposed threshold based on ISS' definition of independence. 

Vote for shareholder proposals asking that board audit, compensation, and/or nominating committees be 
composed exclusively of independent directors unless: 

› The board’s committees already meet that standard. 

Majority Vote Standard for the Election of Directors 

 
General Recommendation: Vote for resolutions requesting that: (i) the board adopt a majority voting director 

resignation policy for director elections or (ii) the company amend its bylaws to provide for majority voting, whereby 
director nominees are elected by the affirmative vote of the majority of votes cast, unless: 

 
› A majority voting director resignation policy is codified in the company’s bylaws, corporate governance 

guidelines, or other governing documents prior to an election to be considered; and 
› The company has adopted formal corporate governance principles that provide an adequate response to both 

new nominees as well as “holdover” nominees (i.e. incumbent nominees who fail to receive 50 percent of 
votes cast). 

Proxy Access 

ISS supports proxy access as an important shareholder right, one that is complementary to other best-practice 
corporate governance features. However, in the absence of a uniform standard, proposals to enact proxy access 
may vary widely; as such, ISS is not setting forth specific parameters at this time and will take a case-by-case 
approach in evaluating these proposals. 

Proxy Contests - Voting for Director Nominees in Contested Elections 

 
General Recommendation: Vote case-by-case in contested elections taking into account:  

 
› Long-term financial performance of the target company relative to its industry;  
› Management’s track record;  
› Background to the proxy contest;  
› Nominee qualifications and any compensatory arrangements;  
› Strategic plan of dissident slate and quality of critique against management;  
› Likelihood that the proposed goals and objectives can be achieved (both slates); and 
› Stock ownership positions 

Overall Approach: When analyzing proxy contests, ISS focuses on two central questions: 

› Have the dissidents met the burden of proving that board change is warranted? And, if so; 
› Will the dissident nominees be more likely to affect positive change (i.e., increase shareholder value) versus 

the incumbent nominees? 

When a dissident seeks a majority of board seats, ISS will require from the dissident a well-reasoned and detailed 
business plan, including the dissident’s strategic initiatives, a transition plan and the identification of a qualified 
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and credible new management team. ISS will then compare the detailed dissident plan against the incumbent plan 
and the dissident director nominees and management team against the incumbent team in order to arrive at a 
vote recommendation. 

When a dissident seeks a minority of board seats, the burden of proof imposed on the dissident is lower. In such 
cases, ISS will not require from the dissident a detailed plan of action, nor is the dissident required to prove that its 
plan is preferable to the incumbent plan. Instead, the dissident will be required to prove that board change is 
preferable to the status quo and that the dissident director slate will add value to board deliberations including by, 
among other factors, considering issues from a viewpoint different from that of the current board members. 

Reimbursing Proxy Solicitation Expenses 

 
General Recommendation: Vote case-by-case taking into account: 

 
› Whether ISS recommends in favour of the dissidents, in which case we may recommend approving the 

dissident’s out of pocket expenses if they are successfully elected and the expenses are reasonable.  
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3. SHAREHOLDER RIGHTS & DEFENSES 

Advance Notice Requirements 

 
General Recommendation: Vote case-by-case on proposals to adopt or amend an advance notice board policy or to 

adopt or amend articles or by-laws containing or adding an advance notice requirement. These provisions will be 
evaluated to ensure that all of the provisions included within the requirement solely support the stated purpose of 
the requirement. The purpose of advance notice requirements, as generally stated in the market, is:  

 
› To prevent stealth proxy contests; 
› To provide a reasonable framework for shareholders to nominate directors by allowing shareholders to submit 

director nominations within a reasonable timeframe; and 
› To provide all shareholders with sufficient information about potential nominees in order for them to make 

informed voting decisions on such nominees. 

Features that may be considered problematic under ISS' evaluation include but are not limited to: 

› For annual notice of meeting given not less than 50 days prior to the meeting date, the notification timeframe 
within the advance notice requirement should allow shareholders the ability to provide notice of director 
nominations at any time not less than 30 days prior to the shareholders' meeting. The notification timeframe 
should not be subject to any maximum notice period. If notice of annual meeting is given less than 50 days 
prior to the meeting date, a provision to require shareholder notice by close of business on the 10th day 
following first public announcement of the annual meeting is supportable. In the case of a special meeting, a 
requirement that a nominating shareholder must provide notice by close of business on the 15th day following 
first public announcement of the special shareholders' meeting is also acceptable; 

› The board's inability to waive all sections of the advance notice provision under the policy or bylaw, in its sole 
discretion; 

› A requirement that any nominating shareholder provide representation that the nominating shareholder be 
present at the meeting in person or by proxy at which his or her nominee is standing for election for the 
nomination to be accepted, notwithstanding the number of votes obtained by such nominee; 

› A requirement that any proposed nominee deliver a written agreement wherein the proposed nominee 
acknowledges and agrees, in advance, to comply with all policies and guidelines of the company that are 
applicable to directors; 

› Any provision that restricts the notification period to that established for the originally scheduled meeting in 
the event that the meeting has been adjourned or postponed; 

› Any disclosure request within the advance notice requirement, or the company’s ability to request additional 
disclosure of the nominating shareholder(s) or the shareholder nominee(s) that: exceeds what is required in a 
dissident proxy circular; goes beyond what is necessary to determine director nominee qualifications, relevant 
experience, shareholding or voting interest in the company, or independence in the same manner as would be 
required for management nominees; or, goes beyond what is required under law or regulation; 

› Stipulations within the provision that the corporation will not be obligated to include any information 
provided by dissident director nominees or nominating shareholders in any shareholder communications, 
including the proxy statement; and 

› Any other feature or provision determined to have a negative impact on shareholders' interests and deemed 
outside the purview of the stated purpose of the advance notice requirement. 

Rationale: As advance notice requirements continue to evolve, and their use is tested by market participants, 
Canadian institutional investors are voicing concerns about the specific provisions contained therein. Investors 
have cautioned with respect to the potential for certain provisions included within these requirements to be used 
to impede the ability of shareholders to nominate director candidates to the board of directors, a fundamental 
shareholder right under Canada's legal and regulatory framework.  
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A minimum 30-day shareholder notice period supports notice and access provisions and is in keeping with the 
stated purpose of advance notice requirements which is to prevent last minute or stealth proxy contests. Any 
maximum threshold for shareholder notice is deemed unacceptable, and the removal of such is expected to 
facilitate timelier access to the proxy and afford shareholders more time to give complete and informed 
consideration to dissident concerns and director nominees. 

Enhanced and discretionary requirements for additional information that is not then provided to shareholders, 
provisions that may prohibit nominations based on restricted notice periods for postponed or adjourned meetings 
and written confirmations from nominee directors in advance of joining the board are all examples of the types of 
provisions that have the potential to be misused and are outside the intended stated purpose of advance notice 
requirements.  

Canadian court cases have provided a clear indication that these provisions are intended to protect shareholders, 
as well as management, from ambush and that they are not intended to exclude nominations given on ample 
notice or to buy time to allow management to develop a strategy to defeat dissident shareholders. As well, these 
rulings have shown that in the case of ambiguous provisions the result should weigh in favour of shareholder 
voting rights.  

For more detail regarding ISS' policy on advance notice requirements, please see the latest version of our Advance 
Notice Requirement FAQ. 

Enhanced Shareholder Meeting Quorum for Contested Director Elections 

 
General Recommendation: Vote against new by-laws or amended by-laws that would establish two different 

quorum levels which would result in implementing a higher quorum solely for those shareholder meetings where 
common share investors seek to replace the majority of current board members ("Enhanced Quorum"). 

Rationale: With Enhanced Quorum, the ability to hold a shareholders’ meeting is subject to management’s pre-
determination that a contested election to replace a majority of directors is the singularly most important 
corporate issue, thus justifying a significantly higher shareholder (or proxy) presence before the meeting can 
commence. From a corporate governance perspective, this higher threshold appears to be inconsistent with the 
view that shareholder votes on any voting item should carry equal importance and should therefore be approved 
under the same quorum requirement for all items. 

Companies have indicated in examples to date that Enhanced Quorum is not designed to block the potential 
consequence of a majority change in board memberships. In the absence of Enhanced Quorum being met, the 
affected shareholder meeting will be adjourned for up to 65 days. Notwithstanding the equality of all voting issues, 
shareholders may question the benefits of a delayed shareholder meeting resulting from a 50 percent quorum 
requirement for the initial meeting. 

Appointment of Additional Directors Between Annual Meetings 

 
General Recommendation: Vote for these resolutions where: 

 
› The company is incorporated under a statute (such as the Canada Business Corporations Act) that permits 

removal of directors by simple majority vote; 
› The number of directors to be appointed between meetings does not exceed one-third of the number of 

directors appointed at the previous annual meeting; and 
› Such appointments must be ratified by shareholders at the annual meeting immediately following the date of 

their appointment. 
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Article/By-law Amendments 

 
General Recommendation: Vote for proposals to adopt or amend articles/by-laws unless the resulting document 

contains any of the following:  
 

› The quorum for a meeting of shareholders is set below two persons holding 25 percent of the eligible vote 
(this may be reduced to no less than 10 percent in the case of a small company that can demonstrate, based 
on publicly disclosed voting results, that it is unable to achieve a higher quorum and where there is no 
controlling shareholder);  

› The quorum for a meeting of directors is less than 50 percent of the number of directors;  
› The chair of the board has a casting vote in the event of a deadlock at a meeting of directors;  
› An alternate director provision that permits a director to appoint another person to serve as an alternate 

director to attend board or committee meetings in place of the duly elected director;  
› An advance notice requirement that includes one or more provisions which could have a negative impact on 

shareholders' interests and which are deemed outside the purview of the stated purpose of the requirement; 
› Authority is granted to the board with regard to altering future capital authorizations or alteration of the 

capital structure without further shareholder approval; or 
› Any other provisions that may adversely impact shareholders' rights or diminish independent effective board 

oversight. 

In any event, proposals to adopt or amend articles or bylaws will generally be opposed if the complete article or 
by-law document is not included in the meeting materials for thorough review or referenced for ease of location 
on SEDAR. 

 
General Recommendation: Vote for proposals to adopt or amend articles/by-laws if the proposed amendment is 

limited to only that which is required by regulation or will simplify share registration. 

Rationale: Constating documents such as articles and by-laws (in concert with the legislative framework provided 
by Canada's various BCAs) establish the rights of shareholders of a company and the procedures through which the 
board of directors exercises its duties. Given this foundational role, these documents should reflect best practices 
within the Canadian market wherever possible. 

› Quorum Requirements: The quorum requirement for meetings of shareholders should encourage wide-
ranging participation from all shareholders. Shareholder meeting quorum requirements that allow only one 
shareholder to constitute quorum could allow a single significant or controlling shareholder to dominate 
meetings at the expense of minority shareholders. Quorum requirements with lower shareholding thresholds, 
such as five percent, could provide a significant shareholder or a small group of shareholders with the ability 
to pass resolutions that may be considered contentious or problematic by other shareholders. Likewise, 
quorum requirements for meetings of directors should ensure that at least half of shareholders' 
representatives are present before significant decisions are made. Directors' responsibilities include attending 
all meetings for which their presence is scheduled and a company's core documents should reflect this duty. 
 

› Casting Vote for the Chair at Board Meetings: While the chair is the appointed leader of the board, the 
authority granted to the chair by shareholders is no greater than that granted to any other director. Providing 
the chair with a casting or second vote in the event of a tie could result in a power structure which is not 
conducive to effective governance. Additionally, while boards are increasingly transitioning toward a 
governance structure involving a separate chair and CEO, many issuers still combine these roles or appoint a 
recent former CEO as board chair. In cases where the board is divided on an issue, it is inappropriate from the 
perspective of shareholders for an insider or affiliated outsider to have the final decision in contentious 
matters which could significantly affect shareholders' interests. 
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› Alternate Directors: A provision allowing for alternate directors, who have been neither elected by 
shareholders nor ratified by shareholders following board appointment, raises serious concerns regarding 
whether these individuals may be bound to serve in the best interests of shareholders. Furthermore, directors 
must be willing to earmark sufficient time and effort toward serving on a board once they have accepted the 
responsibility entrusted to them by shareholders. The appointment of unelected alternates is inconsistent 
with this duty. 
 

› Problematic Advance Notice Requirements: A number of advance notice requirements have been included on 
ballots as amendments to company by-laws or articles. Any such requirements are deemed significant 
additions to the bylaw or articles and therefore are reviewed with respect to whether they negatively affect 
shareholders' ability to nominate directors to the board. See ISS' policy on Advance Notice Requirements for 
details. 
 

› Blanket Authority for Share Capital Structure Alterations: In recent years, some companies incorporated 
under the Business Corporations Act (British Columbia) ("BCBCA") have sought to amend their constating 
documents to provide the board with blanket authority to alter the company's share capital structure. These 
changes include the ability to increase the company's authorized capital and change restrictions on any class 
of shares. Although permitted under the BCBCA, shareholders would be better served if changes which could 
affect shareholders' interests required shareholder approval. 
 

› Other Problematic Provisions: Other proposals to alter the articles or by-laws will be approached on a case-
by-case basis. Where a potential inclusion, deletion, or amendment is deemed contrary to shareholders' 
interests, ISS will generally, taking into consideration any other problematic factors or mitigating 
circumstances, recommend against such changes. 

Cumulative Voting 

 
General Recommendation: Where such a structure would not be detrimental to shareholder interests, generally 

vote for proposals to introduce cumulative voting. 

Generally vote against proposals to eliminate cumulative voting.  

Generally vote for proposals to restore or permit cumulative voting but exceptions may be made depending on the 
company’s other governance provisions such as the adoption of a majority vote standard for the election of 
directors. 

Confidential Voting 

 
General Recommendation: Vote for shareholder proposals requesting that corporations adopt confidential voting, 

use independent vote tabulators, and use independent inspectors of election, as long as:  
 

› The proposal includes a provision for proxy contests as follows: In the case of a contested election, 
management should be permitted to request that the dissident group honor its confidential voting policy. If 
the dissidents agree, the policy remains in place. If the dissidents will not agree, the confidential voting policy 
is waived for that particular vote. 

Generally vote for management proposals to adopt confidential voting. 
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Poison Pills (Shareholder Rights Plans) 

As required by the TSX, the adoption of a shareholder rights plan must be ratified by shareholders within six 
months of adoption. 

 
General Recommendation: Vote case-by-case on management proposals to ratify a shareholder rights plan (poison 

pill) taking into account whether it conforms to ‘new generation’ rights plan best practice guidelines and its scope is 
limited to the following two specific purposes:  

 
› To give the board more time to find an alternative value enhancing transaction; and 
› To ensure the equal treatment of all shareholders. 

Vote against plans that go beyond these purposes if: 

› The plan gives discretion to the board to either: 
› Determine whether actions by shareholders constitute a change in control; 
› Amend material provisions without shareholder approval; 
› Interpret other provisions; 
› Redeem the rights or waive the plan’s application without a shareholder vote; or 
› Prevent a bid from going to shareholders. 

 
› The plan has any of the following characteristics: 

› Unacceptable key definitions; 
› Reference to Derivatives Contracts within the definition of Beneficial Owner; 
› Flip over provision; 
› Permitted bid minimum period greater than 105 days; 
› Maximum triggering threshold set at less than 20 percent of outstanding shares; 
› Does not permit partial bids; 
› Includes a Shareholder Endorsed Insider Bid (SEIB) provision; 
› Bidder must frequently update holdings; 
› Requirement for a shareholder meeting to approve a bid; and 
› Requirement that the bidder provide evidence of financing. 
 

› The plan does not: 
› Include an exemption for a “permitted lock up agreement”; 
› Include clear exemptions for money managers, pension funds, mutual funds, trustees, and custodians 

who are not making a takeover bid; and 
› Exclude reference to voting agreements among shareholders. 

Rationale: The evolution of “new generation” shareholder rights plans in Canada has been the result of reshaping 
the early antitakeover provision known as a “poison pill” into a shareholder protection rights plan that serves only 
two legitimate purposes: (i) to increase the minimum time period during which a Permitted Bid may remain 
outstanding in order to the give the board of directors of a target company sufficient time to find an alternative to 
a takeover bid that would increase shareholder value; and (ii) to ensure that all shareholders are treated equally in 
the event of a bid for their company. 

Recent changes to take-over bid regulation under National Instrument 62-104 Take-Over Bids and Issuer Bids, have 
codified a number of key provisions that ISS has long required in order to support a shareholder rights plan. As 
well, new regulation has established a 105-day minimum bid deposit period, with board discretion to reduce this 
period in certain circumstances but in no event to less than 35 days. 
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Elimination of board discretion to interpret the key elements of the plan was critical to this evolution. Definitions 
of Acquiring Person, Beneficial Ownership, Affiliates, Associates and Acting Jointly or in Concert are the terms that 
set out the who, how, and when of a triggering event. These definitions in early poison pills contained repetitive, 
circular, and duplicative layering of similar terms which created confusion and made interpretation difficult. 
Directors were given broad discretion to interpret the terms of a rights plan to determine when it was triggered, or 
in other words, whether a takeover bid could proceed. This, in turn, created enough uncertainty for bidders or 
potential purchasers to effectively discourage non-board negotiated transactions. It can be seen how the early 
poison pill became synonymous with board and management entrenchment. 

“New generation” rights plans have therefore been drafted to remove repetitive and duplicative elements along 
with language that gives the board discretion to interpret the terms of the plan. Also absent from “new 
generation” plans are references to similar definitions in regulation. Definitions found in various regulations often 
contain repetitive elements, but more importantly they cross-reference other definitions in regulation that are 
unacceptable to and not intended to serve the same purpose as those found in a "new generation" rights plan.  

A number of other definitions are relevant to the key definitions mentioned above and are therefore equally 
scrutinized. Exemptions under the definition of Acquiring Person, for example, such as Exempt Acquisitions and 
Pro Rata Acquisitions, are sometimes inappropriately drafted to permit acquisitions that should trigger a rights 
plan. In order for an acquisition to be pro rata, the definition must ensure that a person may not, by any means, 
acquire a greater percentage of the shares outstanding than the percentage owned immediately prior to the 
acquisition. It should also be noted that "new generation" rights plans are premised on the acquisition of common 
shares and ownership at law or in equity. Therefore, references to the voting of securities (a.k.a. "voting pills") 
which may have a chilling effect on shareholder initiatives relating to the voting of shares on corporate governance 
matters, or the extension of beneficial ownership to encompass derivative securities that may result in deemed 
beneficial ownership of securities that a person has no right to acquire goes beyond the acceptable purpose of a 
rights plan. 

Equally important to the acceptability of a shareholder rights plan is the treatment of institutional investors who 
have a fiduciary duty to carry out corporate governance activities in the best interests of the beneficial owners of 
the investments that they oversee. These institutional investors should not trigger a rights plan through their 
investment and corporate governance activities, including the voting of shares, for the accounts of others. The 
definition of Independent Shareholders should make absolutely clear these institutional investors acting in a 
fiduciary capacity for the accounts of others are independent for purposes of approving a takeover bid or other 
similar transaction, as well as approving future amendments to the rights plan. 

Probably one of the most important and most contentious definitions in a shareholder rights plan is that of a 
Permitted Bid. ISS guidelines provide that an acceptable Permitted Bid definition must permit partial bids. 
Canadian takeover bid legislation is premised on the ability of shareholders to make the determination of the 
acceptability of any bid for their shares, partial or otherwise, provided that it complies with regulatory 
requirements. In the event that a partial bid is accepted by shareholders, regulation requires that their shares be 
taken up on a pro rata basis. Shareholders of a company may welcome the addition of a significant new 
shareholder for a number of reasons.  

Also, unacceptable to the purpose of a rights plan is the inclusion of a "Shareholder Endorsed Insider Bid" (SEIB) 
provision which would allow an "Insider" and parties acting jointly or in concert with an Insider an additional less 
rigorous avenue to proceed with a take-over bid without triggering the rights plan, in addition to making a 
Permitted Bid or proceeding with board approval. The SEIB provision allows Insiders the ability to take advantage 
of a less stringent bid provision that is not offered to other bidders who must make a Permitted Bid or negotiate 
with the board for support. 

Finally, a "new generation” rights plan must contain an exemption for lockup agreements and the definition of a 
permitted lockup agreement must strike the proper balance so as not to discourage either (i) the potential for a 

741



 Canada Proxy Voting Guidelines for TSX-Listed Companies 

Enabling the financial community to manage governance risk for the benefit of shareholders. 

© 2018 ISS | Institutional Shareholder Services  27 of 47 

bidder to lock up a significant shareholder and thus give some comfort of a certain degree of success, or (ii) the 
potential for competitive bids offering a greater consideration and which would also necessitate a locked up 
person be able to withdraw the locked up shares from the first bid in order to support the higher competing bid. 

New generation rights plans have been limited to achieving the two purposes identified here. The adoption of 
National Instrument 62-104 now ensures that a board has ample time to consider a take-over bid and to find a 
superior alternative transaction that maximizes shareholder value. However, "new generation" shareholder rights 
plans will continue to serve an important purpose because they ensure that shareholders are treated equally in a 
control transaction by precluding creeping acquisitions or the acquisition of a control block through private 
agreements between a few large shareholders. 

Reincorporation Proposals  

 
General Recommendation: Vote case-by-case on proposals to change a company's jurisdiction of incorporation 

taking into account: 
 

› Financial and corporate governance concerns, including: the reasons for reincorporating, a comparison of the 
governance provisions, and a comparison of the jurisdictional laws.  

Generally vote for reincorporation when: 

› Positive financial factors outweigh negative governance implications; or 
› Governance implications are positive. 

Generally vote against reincorporation if business implications are secondary to negative governance implications. 

Supermajority Vote Requirements 

 
General Recommendation: Vote against proposals to require a supermajority shareholder vote at a level above that 

required by statute. 

Vote for proposals to lower supermajority vote requirements. 
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4. CAPITAL/RESTRUCTURING 

Mergers and Corporate Restructurings 

 
General Recommendation: For mergers and acquisitions, review and evaluate the merits and drawbacks of the 

proposed transaction, balancing the various and sometimes countervailing factors including: 

Valuation: Is the value to be received by the target shareholders (or paid by the acquirer) reasonable? While the 
fairness opinion may provide an initial starting point for assessing valuation reasonableness, emphasis is placed on 
the offer premium, market reaction and strategic rationale. 

Market Reaction: How has the market responded to the proposed deal? A negative market reaction should cause 
closer scrutiny of a deal. 

Strategic Rationale: Does the deal make sense strategically? From where is value derived? Cost and revenue 
synergies should not be overly aggressive or optimistic, but reasonably achievable. Management should also have 
a favourable track record of successful integration of historical acquisitions. 

Negotiations and Process: Were the terms of the transaction negotiated at arms-length? Was the process fair and 
equitable? A fair process helps to ensure the best price for shareholders. Significant negotiation “wins” can also 
signify the deal makers’ competency. The comprehensiveness of the sales process (e.g., full auction, partial 
auction, no auction) can also affect shareholder value. 

Conflicts of Interest: Are insiders benefiting from the transaction disproportionately and inappropriately as 
compared to non-insider shareholders? As the result of potential conflicts, the directors and officers of the 
company may be more likely to vote to approve a merger than if they did not hold these interests. Consider 
whether these interests may have influenced these directors and officers to support or recommend the merger. 
The CIC figure presented in the “ISS Transaction Summary” section of this report is an aggregate figure that can in 
certain cases be a misleading indicator of the true value transfer from shareholders to insiders. Where such figure 
appears to be excessive, analyze the underlying assumptions to determine whether a potential conflict exists. 

Governance: Will the combined company have a better or worse governance profile than the current governance 
profiles of the respective parties to the transaction? If the governance profile is to change for the worse, the 
burden is on the company to prove that other issues (such as valuation) outweigh any deterioration in governance. 

Increases in Authorized Capital 

 
General Recommendation: Vote case-by-case on proposals to increase the number of shares of common stock 

authorized for issuance. Generally vote for proposals to approve increased authorized capital if:  
 

› A company's shares are in danger of being de-listed; or 
› A company's ability to continue to operate as a going concern is uncertain. 

Generally vote against proposals to approve unlimited capital authorization.  

Rationale: Canadian jurisdictions generally, permit companies to have an unlimited authorized capital. ISS prefers 
to see companies with a fixed maximum limit on authorized capital, with at least 30 percent of the authorized 
stock issued and outstanding. Limited capital structures protect against excessive dilution and can be increased 
when needed with shareholder approval. 
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Private Placement Issuances 

 
General Recommendation: Vote case-by-case on private placement issuances taking into account:  

 
› Whether other resolutions are bundled with the issuance;  
› Whether the rationale for the private placement issuance is disclosed; 
› Dilution to existing shareholders' position: 
› Issuance that represents no more than 30 percent of the company’s outstanding shares on a non-diluted basis 

is considered generally acceptable; 
› Discount/premium in issuance price to the unaffected share price before the announcement of the private 

placement; 
› Market reaction: The market's response to the proposed private placement since announcement; and 
› Other applicable factors, including conflict of interest, change in control/management, evaluation of other 

alternatives. 

Generally vote for the private placement issuance if it is expected that the company will file for bankruptcy if the 
transaction is not approved or the company's auditor/management has indicated that the company has going 
concern issues. 

Rationale: The TSX requires shareholder approval for private placements: 

› For an aggregate number of listed securities issuable greater than 25 percent of the number of securities of 
the issuer which are listed and outstanding, on a non-diluted basis, prior to the date of closing of the 
transaction if the price per security is less than the market price; or 

› That during any six month period are placed with insiders for listed securities or options, rights or other 
entitlements to listed securities greater than 10 percent of the number of the issuer’s listed and outstanding 
securities, on a non-diluted basis, prior to the date of closing of the first private placement to an insider during 
the six-month period. 

Allowable discounts for private placements not requiring shareholder approval are as follows: 

Market Price Maximum Discount 

$0.50 or less 25% 

$0.51 to $2.00 20% 

Above $2.00 15% 

The TSX will allow the price per listed security for a particular transaction to be less than that specified above 
provided that the listed issuer has received the approval of non-interested shareholders. 

In instances where a company will file for bankruptcy if the transaction is not approved or where a company has 
going concern issues, the urgent need for financing will generally override the other criteria under examination. In 
instances where the transaction is required for other financing purposes, the other criteria will be examined on a 
case-by-case basis. 
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Blank Cheque Preferred Stock 

 
General Recommendation: Vote against proposals to create unlimited blank cheque preferred shares or increase 

blank cheque preferred shares where:  
 

› The shares carry unspecified rights, restrictions, and terms; or 
› The company does not specify any specific purpose for the increase in such shares.  

Generally vote for proposals to create a reasonably limited12 number of preferred shares where both of the 
following apply:  

› The company has stated in writing and publicly disclosed that the shares will not be used for antitakeover 
purposes; and 

› The voting, conversion, and other rights, restrictions, and terms of such stock where specified in the articles, 
are reasonable. 

Dual-class Stock 

 
General Recommendation: Vote against proposals to create a new class of common stock that will create a class of 

common shareholders with diminished voting rights. 

The following is an exceptional set of circumstances under which ISS would generally support a dual class capital 
structure. Such a structure must meet all of the following criteria: 

› It is required due to foreign ownership restrictions and financing is required to be done out of country13; 
› It is not designed to preserve the voting power of an insider or significant shareholder; 
› The subordinate class may elect some board nominees; 
› There is a sunset provision; and 
› There is a coattail provision that places a prohibition on any change in control transaction without approval of 

the subordinate class shareholders. 

Escrow Agreements 

 
General Recommendation: Vote against an amendment to an existing escrow agreement where the company is 

proposing to delete all performance-based release requirements in favour of time-driven release requirements. 

Rationale: On going public, certain insiders of smaller issuers must place a portion of their shares in escrow. The 
primary objective of holding shares in escrow is to ensure that the key principals of a company continue their 
interest and involvement in the company for a reasonable period after public listing.  

---------------------- 
12 Institutional investors have indicated low tolerance for dilutive preferred share issuances. Therefore, if the authorized 
preferred shares may be assigned conversion rights or voting rights when issued, the authorization should be limited to no 
more than 20 percent of the outstanding common shares as of record date. If the preferred share authorization proposal 
prohibits the assignment of conversion, voting or any other right attached which could dilute or negatively impact the common 
shares or the rights of common shareholders when such preferred shares are issued, a maximum authorization limit of 50 
percent of the outstanding common shares as of record date may be supported taking into account the stated purpose for the 
authorization and other details of the proposal. 
13 The company has disclosed that it has requested to have its shares listed for trading on a non-Canadian stock exchange. 
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5. COMPENSATION 

Executive Pay Evaluation 

Underlying all evaluations are five global principles that most investors expect corporations to adhere to in 
designing and administering executive and director compensation programs: 

Maintain appropriate pay-for-performance alignment with emphasis on long-term shareholder value: This 
principle encompasses overall executive pay practices, which must be designed to attract, retain, and 
appropriately motivate the key employees who drive shareholder value creation over the long term. It will take 
into consideration, among other factors: the linkage between pay and performance; the mix between fixed and 
variable pay; performance goals; and equity-based plan costs; 

Avoid arrangements that risk “pay for failure”: This principle addresses the use and appropriateness of long or 
indefinite contracts, excessive severance packages, and guaranteed compensation; 

Maintain an independent and effective compensation committee: This principle promotes oversight of executive 
pay programs by directors with appropriate skills, knowledge, experience, and a sound process for compensation 
decision-making (e.g., including access to independent expertise and advice when needed); 

Provide shareholders with clear, comprehensive compensation disclosures: This principle underscores the 
importance of informative and timely disclosures that enable shareholders to evaluate executive pay practices fully 
and fairly; 

Avoid inappropriate pay to non-executive directors: This principle recognizes the interests of shareholders in 
ensuring that compensation to outside directors does not compromise their independence and ability to make 
appropriate judgments in overseeing managers’ pay and performance. At the market level, it may incorporate a 
variety of generally accepted best practices. 

Evaluate executive pay and practices, as well as certain aspects of outside director compensation on a case-by-case 
basis. 
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Advisory Vote on Executive Compensation (Say-on-Pay) Management 

Proposals 

 
General Recommendation: Vote case-by-case on management proposals for an advisory shareholder vote on 

executive compensation (Management Say-on-Pay proposals or MSOPs). 

Vote against MSOP proposals, withhold for compensation committee members (or, in rare cases where the full 
board is deemed responsible, all directors including the CEO), and/or against an equity-based incentive plan 
proposal if: 

› There is a significant misalignment between CEO pay and company performance (pay for performance); 
› The company maintains significant problematic pay practices; or 
› The board exhibits a significant level of poor communication and responsiveness to shareholders. 

Primary Evaluation Factors for Executive Pay 

Pay for Performance: 

› Rationale for determining compensation (e.g., why certain elements and pay targets are used, how they are 
used in relation to the company’s business strategy, and specific incentive plan goals, especially retrospective 
goals) and linkage of compensation to long-term performance;  

› Evaluation of peer group benchmarking used to set target pay or award opportunities; 
› Analysis of company performance and executive pay trends over time, taking into account ISS' Pay for 

Performance policy; 
› Mix of fixed versus variable and performance versus non-performance-based pay. 

Pay Practices: 

› Assessment of compensation components included in the Problematic Pay Practices policy such as: perks, 
severance packages, employee loans, supplemental executive pension plans, internal pay disparity, and equity 
plan practices (including option backdating, repricing, option exchanges, or cancellations/surrenders and re-
grants, etc.); 

› Existence of measures that discourage excessive risk taking which include but are not limited to: clawbacks, 
holdbacks, stock ownership requirements, deferred compensation practices, etc. 

Board Communications and Responsiveness:  

› Clarity of disclosure (e.g., whether the company’s Form 51-102F6 disclosure provides timely, accurate, 
complete and clear information about compensation practices in both tabular format and narrative 
discussion); 

› Assessment of board’s responsiveness to investor concerns on compensation issues (e.g., whether the 
company engaged with shareholders and / or responded to majority-supported shareholder proposals relating 
to executive pay). 

Voting Alternatives 

In general, the MSOP is the primary focus of voting on executive pay practices; dissatisfaction with compensation 
practices can be expressed by voting against an MSOP rather than withholding or voting against the compensation 
committee. If, however, there is no MSOP on the ballot, then the negative vote will apply to members of the 
compensation committee. In addition, in egregious cases or if the board fails to respond to concerns raised by a 
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prior MSOP proposal, vote withhold or against compensation committee members (or, if the full board is deemed 
accountable, all directors). If the negative factors involve equity-based compensation, then vote against an equity-
based plan proposal presented for shareholder approval. 

Pay for Performance Evaluation 

This policy will be applied at all S&P/TSX Composite Index Companies and for all MSOP resolutions. 

On a case-by-case basis, ISS will evaluate the alignment of the CEO's total compensation with company 
performance over time, focusing particularly on companies that have underperformed their peers over a sustained 
period. From a shareholder's perspective, performance is predominantly gauged by the company's share price 
performance over time. Even when financial or operational measures are used as the basis for incentive awards, 
the achievement related to these measures should ultimately translate into superior shareholder returns in the 
long term. 

 
General Recommendation: Vote against MSOP proposals and/or vote withhold for compensation committee 

members (or, in rare cases where the full board is deemed responsible, all directors including the CEO) and/or 
against an equity-based incentive plan proposal if: 

 
› There is significant long-term misalignment between CEO pay and company performance. 

The determination of long-term pay for performance alignment is a two-step process: step one is a quantitative 
screen, which includes a relative and absolute analysis on pay for performance, and step two is a qualitative 
assessment of the CEO's pay and company performance. A pay for performance disconnect will be determined as 
follows: 

Step I: Quantitative Screen 

Relative: 

› The Relative Degree of Alignment (RDA) is the difference between the company's annualized TSR rank and the 
CEO's annualized total pay rank within a peer group14, each measured over a three-year period or less if pay or 
performance data is unavailable for the full three years; 

› The Financial Performance Assessment (FPA) is the ranking of CEO total pay and company financial 
performance within a peer group, each measured over a three-year period;  

› Multiple of Median (MOM) is the total compensation in the last reported fiscal year relative to the median 
compensation of the peer group; and 

Absolute: 

---------------------- 
14 The peer group is generally comprised of 11-24 companies using following criteria:  
The GICS industry classification of the subject company; 
The GICS industry classification of the company's disclosed pay benchmarking peers; 
› Size constraints for revenue between 0.25X and 4X the subject company's size (or assets for certain financial companies) 

and market value utilizing four market cap "buckets" (micro, small, mid and large);; 
› The following order is used for GICS industry group peer selection (8-digit, 6-digit, 4-digit, or 2-digit) while pushing the 

subject company's size closer to the median of the peer group. 
› Please refer to ISS' Canadian Compensation FAQ for further details. 

In exceptional cases, peer groups may be determined on a customized basis. 
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› The CEO Pay-to-TSR Alignment (PTA) over the prior five fiscal years, i.e., the difference between absolute pay 
changes and absolute TSR changes during the prior five-year period (or less as company disclosure permits). 

Step II: Qualitative Analysis 

Companies identified by the methodology as having potential P4P misalignment will receive a qualitative 
assessment to determine the ultimate recommendation, considering a range of case-by-case factors which may 
include: 

› The ratio of performance- to time-based equity grants and the overall mix of performance-based 
compensation relative to total compensation (considering whether the ratio is more than 50 percent); 
standard time-vested stock options and restricted shares are not considered to be performance-based for this 
consideration; 

› The quality of disclosure and appropriateness of the performance measure(s) and goal(s) utilized, so that 
shareholders can assess the rigor of the performance program. The use of non-GAAP financial metrics also 
makes it challenging for shareholders to ascertain the rigor of the program as shareholders often cannot tell 
the type of adjustments being made and if the adjustments were made consistently. Complete and 
transparent disclosure helps shareholders to better understand the company’s pay for performance linkage; 

› The trend in other financial metrics, such as growth in revenue, earnings, return measures such as ROE, ROA, 
ROIC, etc.; 

› The use of discretionary out-of-plan payments or awards and the rationale provided as well as frequency of 
such payments or awards; 

› The trend considering prior years' P4P concern; 
› Extraordinary situation due to a new CEO in the last reported FY;15 and 
› Any other factors deemed relevant. 

Rationale: The two-part methodology is a combination of quantitative and qualitative factors that more effectively 
drive a case-by-case evaluation. Please refer to the latest version of the Canadian Executive Compensation FAQ for 
a more detailed discussion of ISS' quantitative pay-for-performance screen and peer group construction 
methodology. 

Problematic Pay Practices 

 
General Recommendation: Vote against MSOP resolutions and/or vote withhold for compensation committee 

members if the company has significant problematic compensation practices. Generally vote against equity plans if 
the plan is a vehicle for problematic compensation practices. 

Generally vote based on the preponderance of problematic elements; however, certain adverse practices may 
warrant withhold or against votes on a stand-alone basis in particularly egregious cases. The following practices, 
while not an exhaustive list, are examples of problematic compensation practices that may warrant an against or 
withhold vote:  

---------------------- 
15 Note that the longer-term emphasis of the methodology alleviates concern about impact of CEO turnover. Thus, except in 
extenuating circumstances, a "new" CEO will not exempt the company from consideration under the methodology since the 
compensation committee is also accountable when a company is compelled to significantly "overpay" for new leadership due to 
prior poor performance. 
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Poor disclosure practices:  

› General omission of timely information necessary to understand the rationale for compensation setting 
process and outcomes, or omission of material contracts, agreements or shareholder disclosure documents;  

New CEO with overly generous new hire package:  

› Excessive “make whole” provisions;  
› Any of the problematic pay practices listed in this policy; 

Egregious employment contracts:  

› Contracts containing multiyear guarantees for salary increases, bonuses, or equity compensation;  

Employee Loans:  

› Interest free or low interest loans extended by the company to employees for the purpose of exercising 
options or acquiring equity to meet holding requirements or as compensation; 

Excessive severance and/or change-in-control provisions:  

› Inclusion of excessive change-in-control or severance payments, especially those with a multiple in excess of 
2X cash pay (salary + bonus);  

› Severance paid for a “performance termination” (i.e., due to the executive’s failure to perform job functions at 
the appropriate level);  

› Employment or severance agreements that provide for modified single triggers, under which an executive may 
voluntarily leave following a change in control without cause and still receive the severance package;  

› Perquisites for former executives such as car allowance, personal use of corporate aircraft, or other 
inappropriate arrangements; 

› Change-in-control payouts without loss of job or substantial diminution of job duties (single-triggered); 

Abnormally large bonus payouts without justifiable performance linkage or proper disclosure:  

› Performance metrics that are changed, canceled, or replaced during the performance period without 
adequate explanation of the action and the link to performance;  

Egregious pension/SERP (supplemental executive retirement plan) payouts:  

› Inclusion of performance-based equity awards in the pension calculation;  
› Inclusion of target (unearned) or excessive bonus amounts in the pension calculation;  
› Addition of extra years of service credited without compelling rationale;  
› No absolute limit on SERP annual pension benefits (any limit should be expressed as a dollar value); 
› No reduction in benefits on a pro-rata basis in the case of early retirement; 

Excessive perks:  

› Overly generous cost and/or reimbursement of taxes for personal use of corporate aircraft, personal security 
systems maintenance and/or installation, car allowances, and/or other excessive arrangements relative to 
base salary;  

Payment of dividends on performance awards:  

› Performance award grants for which dividends are paid during the period before the performance criteria or 
goals have been achieved, and therefore not yet earned;  

Problematic option granting practices: 

› Backdating options (i.e. retroactively setting a stock option’s exercise price lower than the prevailing market 
value at the grant date); 

› Springloading options (i.e. timing the grant of options to effectively guarantee an increase in share price 
shortly after the grant date); 

› Cancellation and subsequent re-grant of options; 

Internal Pay Disparity:  

› Excessive differential between CEO total pay and that of next highest-paid named executive officer (NEO); 

Absence of pay practices that discourage excessive risk taking:  
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› These provisions include but are not limited to: clawbacks, holdbacks, stock ownership requirements, deferred 
bonus and equity award compensation practices, etc.; 

› Financial institutions will be expected to have adopted or at least addressed the provisions listed above in 
accordance with the Financial Stability Board’s (FSB) Compensation Practices and standards for financial 
companies;  

Other excessive compensation payouts or problematic pay practices at the company. 

Rationale: Shareholders are not generally permitted to vote on provisions such as change-in-control provisions or 
the ability of an issuer to extend loans to employees to exercise stock options, for example, when reviewing 
equity-based compensation plan proposals. Nor do shareholders in Canada have the ability to approve 
employment agreements, severance agreements, or pensions; however, these types of provisions, agreements, 
and contractual obligations continue to raise shareholder concerns. Therefore, ISS will review disclosure related to 
the various components of executive compensation and may recommend withholding from the compensation 
committee or against an equity plan proposal if compensation practices are unacceptable from a corporate 
governance perspective. 

Board Communications and Responsiveness 

 
General Recommendation: Consider the following on a case-by-case basis when evaluating ballot items related to 

executive pay: 
 

› Poor disclosure practices, including: insufficient disclosure to explain the pay setting process for the CEO and 
how CEO pay is linked to company performance and shareholder return; lack of disclosure of performance 
metrics and their impact on incentive payouts; no disclosure of rationale related to the use of board discretion 
when compensation is increased or performance criteria or metrics are changed resulting in greater amounts 
paid than that supported by previously established goals. 

› Board's responsiveness to investor input and engagement on compensation issues, including: 
› Failure to respond to majority-supported shareholder proposals on executive pay topics; 
› Failure to respond to concerns raised in connection with significant opposition to MSOP proposals; 
› Failure to respond to the company's previous say-on-pay proposal that received support of less than 70 

percent of the votes cast taking into account the ownership structure of the company. 

Examples of board response include but are not limited to: disclosure of engagement efforts regarding the issues 
that contributed to the low level of support, specific actions taken to address the issues that contributed to the 
low level of support, and more rationale on pay practices. 

Equity-Based Compensation Plans  

 
General Recommendation: Vote case-by-case on equity-based compensation plans using an "equity plan scorecard" 

(EPSC) approach. Under this approach, certain features and practices related to the plan16 are assessed in 
combination, with positively-assessed factors potentially counterbalancing negatively-assessed factors and vice-
versa. Factors are grouped into three pillars: 

 
› Plan Cost: The total estimated cost of the company’s equity plans relative to industry/market cap peers, 

measured by the company's estimated Shareholder Value Transfer (SVT) in relation to peers and considering 
both: 
› SVT based on new shares requested plus shares remaining for future grants, plus outstanding 

unvested/unexercised grants; and 
› SVT based only on new shares requested plus shares remaining for future grants. 

---------------------- 
16 In cases where certain historic grant data are unavailable (e.g. following an IPO or emergence from bankruptcy), Special Cases 
models will be applied which omit factors requiring these data.  
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› Plan Features:  
Detailed disclosure regarding the treatment of outstanding awards under a change in control (CIC) 

No financial assistance to plan participants for the exercise or settlement of awards; 
Public disclosure of the full text of the plan document; and 
Reasonable share dilution from equity plans relative to market best practices. 
 
 

› Grant Practices: 
› Reasonable three-year average burn rate relative to market best practices; 
› Meaningful time vesting requirements for the CEO's most recent equity grants (three-year lookback); 
› The issuance of performance-based equity to the CEO; 
› A clawback provision applicable to equity awards; and 
› Post-exercise or post-settlement share-holding requirements (S&P/TSX Composite Index only). 

Generally vote against the plan proposal if the combination of above factors, as determined by an overall score, 
indicates that the plan is not in shareholders' best interests.  

Overriding Negative Factors: In addition, vote against the plan if any of the following unacceptable factors have 
been identified:  

› Discretionary or insufficiently limited non-employee director participation; 
› An amendment provision which fails to adequately restrict the company's ability to amend the plan without 

shareholder approval; 
› A history of repricing stock options without shareholder approval (three-year look-back); 
› The plan is a vehicle for problematic pay practices or a significant pay-for-performance disconnect under 

certain circumstances; or 
› Any other plan features that are determined to have a significant negative impact on shareholder interests.  

Rationale: As issues around cost transparency and best practices in equity-based compensation have evolved in 
recent years, ISS' Equity Plan Scorecard approach provides for a more nuanced consideration of equity plan 
proposals.  

Feedback obtained through ongoing consultation with institutional investors indicates strong support for the 
scorecard approach, which incorporates the following key goals: 

1. Consider a range of factors, both positive and negative, in determining vote recommendations; 
2. Select factors based on institutional investors' concerns and preferences and on best practices within the 

Canadian market established through regulation, disclosure requirements, and best practice principles;  
3. Establish factor thresholds and weightings which are cognizant of the Canadian governance landscape 

(separate scorecards for the S&P/TSX Composite Index and the broader TSX); 
4. Ensure that key concerns addressed by policy continue to hold paramount importance (institution of 

overriding negative factors).  

The EPSC policy for equity plan proposals provides a full-spectrum overview of plan cost, plan features, and historic 
grant practices. This allows shareholders greater insight into rising governance concerns, such as the 
implementation of risk-mitigating mechanisms, the strength of vesting provisions, and the use of performance-
based equity, while also providing added assessments of longstanding concerns relating to equity plans such as 
burn rate and dilution. By assessing these factors in combination, the EPSC is designed to facilitate a more holistic 
approach to reviewing these plans. Plans will, however, continue to be subject to the scrutiny of overriding 
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negative factors reflecting ISS' current policies regarding problematic non-employee director participation, 
insufficient plan amendment provisions, repricing without shareholder approval, and other egregious practices.  

More information about the policy and weightings can be found in ISS' Canadian Executive Compensation FAQ.  

Plan Cost 

 
General Recommendation: Vote against equity plans if the cost is unreasonable. 

Shareholder Value Transfer (SVT) 

The cost of equity plans is expressed as Shareholder Value Transfer (SVT), which is measured using a binomial 
option pricing model that assesses the amount of shareholders’ equity flowing out of the company to employees 
and directors. SVT is expressed as both a dollar amount and as a percentage of market value, and includes the new 
shares proposed, shares available under existing plans, and shares granted but unexercised (using two measures, 
in the case of plans subject to the Equity Plan Scorecard evaluation, as noted above). All award types are valued. 
For omnibus plans, unless limitations are placed on the most expensive types of awards (for example, full value 
awards), the assumption is made that all awards to be granted will be the most expensive types.  

SVT is assessed relative to a company-specific benchmark. The benchmark is determined as follows: The top 
quartile performers in each industry group (using the Global Industry Classification Standard: GICS) are identified. 
Benchmark SVT levels for each industry are established based on these top performers’ historic SVT. Regression 
analyses are run on each industry group to identify the variables most strongly correlated to SVT. The benchmark 
industry SVT level is then adjusted upwards or downwards for the specific company by plugging the company-
specific performance measures, size and cash compensation into the industry cap equations to arrive at the 
company’s benchmark.17 

Rationale: Section 613 of the TSX Company Manual requires shareholder approval for equity-based compensation 
arrangements under which securities listed on the TSX may be issued from treasury. Such approval is also required 
for equity-based plans that provide that awards issued may be settled either in treasury shares or cash. Cash only 
settled arrangements or those which are only funded by securities purchased on the secondary market are not 
subject to shareholder approval. 

In addition, shareholder approval is also required for stock purchase plans using treasury shares where financial 
assistance or share matching is provided, security purchases from treasury where financial assistance is provided, 
and certain equity awards made outside of an equity plan. 

Overriding Negative Factors  

Plan Amendment Provisions 

 
General Recommendation: Vote against the approval of proposed Amendment Procedures that do not require 

shareholder approval for the following types of amendments under any security-based compensation arrangement, 
whether or not such approval is required under current regulatory rules: 

 
› Any increase in the number of shares reserved for issuance under a plan or plan maximum; 
› Any reduction in exercise price or cancellation and reissue of options or other entitlements; 
› Any amendment that extends the term of options beyond the original expiry; 

---------------------- 
17 For plans evaluated under the Equity Plan Scorecard policy, the company's SVT benchmark is considered along with other 
factors.  
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› Amendments to eligible participants that may permit the introduction or reintroduction of non-employee 
directors on a discretionary basis or amendments that increase limits previously imposed on non-employee 
director participation; 

› Any amendment which would permit options granted under the Plan to be transferable or assignable other 
than for normal estate settlement purposes; and 

› Amendments to the plan amendment provisions. 

To clarify application of the above criteria, all items will apply to all equity-based compensation arrangements 
under which treasury shares are reserved for grants of, for example: restricted stock, restricted share units, or 
deferred share units, except those items that specifically refer to option grants. 

Rationale: In response to the rule changes affected by the TSX related to Part IV, Subsection 613 of the TSX 
Company Manual and Staff Notices #2004-0002, and #2006-0001 which came into effect in 2007, ISS has revised 
its policy with regard to Equity Compensation Plan Amendment Procedures. This policy addresses the removal by 
the TSX of previously established requirements for shareholder approval of certain types of amendments to 
Security-Based Compensation Arrangements of its listed issuers. For the purposes of the rule change, security-
based compensation arrangements include: stock option plans for the benefit of employees, insiders and service 
providers; individual stock options granted to any of these specified parties outside of a plan; stock purchase plans 
where the issuer provides financial assistance or where the employee contribution is matched in whole or in part 
by an issuer funded contribution; stock appreciation rights involving the issuance of treasury shares; any other 
compensation or incentive mechanism involving the issuance or potential issuance of securities of the listed issuer; 
security purchases from treasury by an employee, insider or service provider which is financially assisted by the 
issuer in any manner. Issuers had until June 30, 2007, to adopt the proper Amendment Procedure in their Plans. 
After such date, issuers who have “general amendment” provisions in their Plans are no longer able to make any 
amendments to their Plans without security holder approval, including amendments considered to be of a 
“housekeeping” nature until they have put a shareholder approved detailed Plan Amendment Provision in place. 

According to the TSX Guide to Security-Based Compensation Arrangements, the following amendments will 
continue to be subject to security holder approval according to TSX rules notwithstanding the amendment 
provisions included in the plan: 

› Any increase in the number of shares reserved for issuance under a plan or plan maximum;Any reduction in 
exercise price of options or purchase price of other entitlements which benefits an insider;18 

› Any amendment that extends the term of options or other entitlements beyond the original expiry and that 
benefits an insider of the issuer; 

› Any amendment to remove or exceed the insider participation limits; and 
› Amendments to an amending provision within a security based compensation arrangement. 

In addition, the TSX requires that the exercise price for any stock option granted under a security-based 
compensation arrangement or otherwise, must not be lower than the market price of the securities at the time the 
option is granted. 

---------------------- 
18 Security holder approval, excluding the votes of securities held by insiders benefiting from the amendment, is required for a 
reduction in the exercise price, purchase price, or an extension of the term of options or similar securities held by insiders. If an 
issuer cancels options or similar securities held by insiders and then reissues those securities under different terms, the TSX will 
consider this an amendment to those securities and will require security holder approval, unless the re-grant occurs at least 3 
months after the related cancellation. Staff Notice #2005-0001, Section 613 Security Based Compensation Arrangements, 
S.613(h)(iii) Amendments to Insider Securities. 
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Any proposal to increase the maximum number of shares reserved under a plan requires specific shareholder 
approval for the increase even if the plan includes a shareholder-approved general amendment procedure 
permitting increases to such maximum numbers. 

Sections 613(d) and (g) set out a list of disclosure requirements in respect of materials that must be provided to 
security holders in meeting materials issued prior to a meeting at which the approval of any security-based 
compensation arrangement is requested. The disclosure requirements include annual disclosure by listed issuers in 
their information circular or other annual disclosure document distributed to all security holders, the terms of any 
security-based compensation arrangement as well as any amendments that were adopted in the most recently 
completed fiscal year, including whether or not security holder approval was obtained for the amendment. Staff 
Notice #2005-0001 goes on to clarify that such disclosure must be as of the date of the information circular 
containing the relevant disclosure and that issuers must update disclosure for the most recently completed fiscal 
year end to include grants, exercises, amendments, etc. which may occur after the fiscal year-end is completed, 
but prior to the filing of the information circular. 

ISS has reiterated the need for shareholder approval for the amendments that currently still require shareholder 
approval by the TSX due to the ability of the TSX to change or eliminate these requirements at any time in future 
which we believe would not be in the best interests of shareholders or consistent with institutional investor proxy 
voting guidelines. Note however that from a corporate governance viewpoint, ISS does not support re-pricing of 
any outstanding options and does not limit this policy to only those options held by insiders. ISS has for many years 
recommended against any re-pricing of outstanding options. Our reasons are based on the original purpose of 
stock options as at-risk, incentive compensation that is meant to align the interests of option-holders with those of 
shareholders. The incentive value of stock options is diminished when the exercise price of out-of-the-money 
options can be adjusted downwards and is not supportable when shareholders must suffer the consequences of a 
downturn in share price.  

Discretionary participation by non-employee directors in equity compensation plans is unacceptable from a 
corporate governance and accountability viewpoint because administrators of the plan should not have the 
unrestricted ability to issue awards to themselves. Directors who are able to grant themselves equity awards 
without limit could find their independence compromised. Therefore, the inclusion of non-employee directors in 
management equity-based compensation plans, must at a minimum be subject to shareholder-approved limits. 
Issuer discretion to change eligible participants may result in discretionary director participation. For clarification 
purposes, in keeping with ISS' policy regarding acceptable limits on non-employee director participation, if 
directors are included in an employee equity compensation plan according to a shareholder approved limit, then 
any amendment that would remove or increase such limit should be approved by shareholders.  

The ability of plan participants to assign options by means of Option Transfer Programs or any other similar 
program which results in option holders receiving value for underwater options when shareholders must suffer the 
consequences of declining share prices does not align the interests of option holders with those of shareholders 
and removes the intended incentive to increase share price which was originally approved by shareholders. 

Non-Employee Director (NED) Participation 

Discretionary Participation 

 
General Recommendation: Vote against a management equity compensation plan that permits discretionary NED 

participation. 

Limited Participation 

 
General Recommendation: Vote against an equity compensation plan proposal where: 
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› The NED aggregate share reserve under the plan exceeds 1 percent of the outstanding common shares; or 
› The equity plan document does not specify an annual individual NED grant limit with a maximum value of (i) 

$100,000 worth of stock options, or (ii) $150,000 worth of shares. 
 

The maximum annual individual NED limit should not exceed $150,000 under any type of equity compensation 
plan, of which no more than $100,000 of value may comprise stock options. For further details, please refer to the 
ISS Canadian Executive Compensation FAQ. 
 
Rationale: Due to the continuing use of options in compensation plans in Canada, we have not opposed the use of 
options for outside directors per se but have tried to address potential governance concerns by ensuring a 
reasonable limit on grants to independent NEDs who are charged with overseeing not only a company’s 
compensation scheme but also corporate governance and long-term sustainability. With regard to full value award 
plans, the directors who administer the plans should not participate in those same plans on a discretionary or 
excessive basis. 
 

Repricing Options 

Repricing History 

 
General Recommendation: Vote against an equity-based compensation plan proposal if the plan expressly permits 

the repricing of options without shareholder approval and the company has repriced options within the past three 
years. 

Other Compensation Proposals 

Individual Grants 

 
General Recommendation: Vote against individual equity grants to NEDs in the following circumstances:  

 
› In conjunction with an equity compensation plan that is on the agenda at the shareholder meeting if voting 

against the underlying equity compensation plan; and 
› Outside of an equity compensation plan if the director’s annual grant would exceed the above individual 

director limit. 
 

Shares taken in lieu of cash fees and a one-time initial equity grant upon a director joining the board will not be 
included in the maximum award limit. 

Rationale: To address investor concerns related to discretionary or unreasonable NED participation in 
management equity compensation plans, ISS established an acceptable limit on grants to such directors who are 
not only charged with the administration of a company's compensation program but are also responsible and 
accountable for the company's overall corporate governance and long term sustainability. The established 
acceptable range for aggregate NED option grants is 0.25 percent to 1 percent of the outstanding shares. Within 
that range an individual annual director limit was established based on market practice. 

Canadian institutional investors do not generally support stock options as an appropriate form of equity 
compensation for NEDs, and, at a minimum, require that option grants to NEDs be substantially restricted. ISS has 
maintained the previously established maximum limit on stock option grants to NEDs of $100,000 per director per 
year. However, based on current market practice, an updated annual individual NED share-based (non-option) 
award limit of $150,000 may be reasonable taking into consideration the increased demands on directors. 
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Please refer to the latest version of the ISS Canadian Equity Plan Scorecard FAQ for further details and discussion 
related to the NED limit policy. 

Repricing Proposals 

 
General Recommendation: Vote against proposals to reprice outstanding options. The following and any other 

adjustments that can be reasonably considered repricing will generally not be supported:  
 

› reduction in exercise price or purchase price; 
› extension of term for outstanding options, cancellation and reissuance of options; and 
› substitution of options with other awards or cash. 

Rationale: Security Based Compensation Arrangements Section 613(h)(iii) of the TSX Company Manual requires 
security holder approval (excluding the votes of securities held directly or indirectly by insiders benefiting from the 
amendment) for a reduction in the exercise price or purchase price or an extension of the term of an award under 
a security based compensation arrangement benefiting an insider of the issuer notwithstanding that the 
compensation plan may have been approved by security holders.  

Canadian institutional investors have long opposed option repricing. Market deterioration is not an acceptable 
reason for companies to reprice stock options. 

Although not required by TSX rules, ISS believes that any proposal to reduce the price of outstanding options, 
including those held by non-insiders, should be approved by shareholders before being implemented (see 
discussion under Plan Amendment Provisions).  

The extension of option terms is also unacceptable. Options are not meant to be a no-risk proposition and may 
lose their incentive value if the term can be extended when the share price dips below the exercise price. 
Shareholders approve option grants on the basis that recipients have a finite period during which to increase 
shareholder value, typically five to ten years. As a company would not shorten the term of an option to rein in 
compensation during, for example, a commodities bull market run, it is not expected to extend the term during a 
market downturn when shareholders suffer a decrease in share value. 
 
 

Employee Stock Purchase Plans (ESPPs, ESOPs) 

 
General Recommendation: Vote for broadly based (preferably all employees of the company with the exclusion of 

individuals with 5 percent or more beneficial ownership of the company) employee stock purchase plans where the 
following apply: 

› Reasonable limit on employee contribution (may be expressed as a fixed dollar amount or as a percentage of 
base salary excluding bonus, commissions and special compensation); 

› Employer contribution of up to 25 percent of employee contribution and no purchase price discount or 
employer contribution of more than 25 percent of employee contribution and SVT cost of the company's 
equity plans is within the allowable cap for the company; 

› Purchase price is at least 80 percent of fair market value with no employer contribution; 
› Potential dilution together with all other equity-based plans is 10 percent of outstanding common shares or 

less; and 
› The Plan Amendment Provision requires shareholder approval for amendments to: 

› The number of shares reserved for the plan; 
› The allowable purchase price discount; 
› The employer matching contribution amount. 
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Treasury funded ESPPs, as well as market purchase funded ESPPs requesting shareholder approval, will be 
considered to be incentive-based compensation if the employer match is greater than 25 percent of the employee 
contribution. In this case, the plan will be run through the ISS compensation model to assess the Shareholder Value 
Transfer (SVT) cost of the plan together with the company's other equity-based compensation plans. 

Eligibility and administration are also key factors in determining the acceptability of an ESPP/ESOP plan. 

Management Deferred Share Unit (DSU) Plans 

 
General Recommendation: Vote for deferred compensation plans if:  

 
› SVT cost of the plan does not exceed the company's allowable cap;  
› If the SVT cost cannot be calculated, potential dilution together with all other equity-based compensation is 10 

percent of the outstanding common shares or less; 
› NED participation is acceptably limited or the plan explicitly states that NEDs may only receive DSUs in lieu of 

cash in a value for value exchange (please refer to Overriding Negative Factors/NED Participation above); 
› The plan amendment provisions require shareholder approval for any amendment to: 
› Increase the number of shares reserved for issuance under the plan; 
› Change the eligible participants that may permit the introduction or reintroduction of non-employee directors 

on a discretionary basis or amendments that increase limits previously imposed on NED participation; 
› Amend the plan amendment provisions. 

Rationale: Deferred compensation plans generally encourage share ownership in the company. These types of 
deferred compensation arrangements are usually designed to compensate executives and outside directors by 
granting share awards that are held for a period of time before payment or settlement thus aligning their interests 
with the long-term interests of shareholders, and by allowing them the opportunity to take all or a portion of their 
cash compensation in the form of deferred units. 

Director Compensation 

Non-Employee Director (NED) Deferred Share Unit (DSU) Plans 

 
General Recommendation: Vote for a NED deferred compensation plan if: 

 
› DSUs may ONLY be granted in lieu of cash fees on a value for value basis (no discretionary or other grants are 

permitted), and 
› Potential dilution together with all other equity-based compensation is 10 percent of the outstanding 

common shares or less. 
 

 
General Recommendation: Vote for NED deferred compensation plans that permit discretionary grants (not ONLY in 

lieu of cash fees) if: 
 

› Potential dilution together with all other equity-based compensation is 10 percent of the outstanding 
common shares or less; 

› If the plan includes a company matching or top-up provision, the SVT cost of the plan does not exceed the 
company's allowable cap; 

› NED participation is acceptably limited (please refer to Overriding Negative Factors/NED Participation above); 
› The plan amendment provisions require shareholder approval for any amendment to: 

› Increase the number of shares reserved for issuance under the plan; 
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› Change the eligible participants that may permit the introduction or reintroduction of non-employee 
directors on a discretionary basis or amendments that increase limits previously imposed on NED 
participation; 

› Amend the plan amendment provisions. 

Other elements of director compensation evaluated in conjunction with DSU plan proposals include: 

› Director stock ownership guidelines of a minimum of three times annual cash retainer; 
› Vesting schedule or mandatory deferral period which requires that shares in payment of deferred units may 

not be paid out until the end of board service; 
› The mix of remuneration between cash and equity; and 
› Other forms of equity-based compensation, i.e. stock options, restricted stock.  
 

Problematic Director Compensation Practices 

 
General Recommendation: On a case-by-case basis, generally vote withhold for members of the committee 

responsible for director compensation (or, where no such committee has been identified, the board chair or full 
board) where director compensation practices which pose a risk of compromising a non-employee director's 
independence or which otherwise appear problematic from the perspective of shareholders have been identified, 
including: 

 
› Excessive (relative to standard market practice) inducement grants issued upon the appointment or election 

of a new director to the board (consideration will be given to the form in which the compensation has been 
issued and the board's rationale for the inducement grant); 

› Performance-based equity grants to non-employee directors which could pose a risk of aligning directors' 
interests away from those of shareholders and toward those of management; and 

› Other significant problematic practices relating to director compensation. 
 

Rationale: The issuance of excessive inducement grants to non-employee directors can create problematic 
incentives which may compromise an otherwise independent director's judgement or foster divergent incentives 
between those directors who have recently received such awards and those who have not. Similarly, the issuance 
of performance-based equity awards (e.g. performance share units or PSUs) to non-employee directors may 
increase the risk of misaligning directors' interests away from the interests of shareholders and align them more 
with those of management. 

Shareholder Proposals on Compensation 

 
General Recommendation: Vote on a case-by-case basis for shareholder proposals targeting executive and director 

pay, taking into account: 
 

› The target company’s performance, absolute and relative pay levels as well as the wording of the proposal 
itself. 

Vote for shareholder proposals requesting that the exercise of some, but not all stock options be tied to the 
achievement of performance hurdles. 

Shareholder Advisory Vote Proposals 

 
General Recommendation: Vote for shareholder proposals requesting the adoption of a non-binding advisory 

shareholder vote to ratify the report of the compensation committee.  
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Vote against shareholder proposals requesting a binding vote on executive or director compensation as being 
overly prescriptive and which may lead to shareholder micro-management of compensation issues that are more 
appropriately within the purview of the compensation committee of the board of directors. 

Rationale: Based on the experience of other global markets where advisory votes are permitted, the consensus 
view is that advisory votes serve as a catalyst for dialogue between investors and public issuers on questionable or 
contentious compensation practices and can lead to a higher level of board accountability, a stronger link between 
pay and performance, significantly improved disclosure, and in some cases a noticed deceleration in the rate of 
increase in executive compensation overall. 

Supplemental Executive Retirement Plan (SERP) Proposals 

 
General Recommendation: Vote against shareholder proposals requesting the exclusion of bonus amounts and 

extra service credits to determine SERP payouts, unless the company’s SERP disclosure includes the following 
problematic pay practices: 

 
› Inclusion of equity-based compensation in the pension calculation; 
› Inclusion of excessive bonus amounts in the pension calculation; 
› Addition of extra years’ service credited in other than exceptional circumstances and without compelling 

rationale; 
› No absolute limit on SERP annual pension benefits (ideally expressed in dollar terms); 
› No reduction in benefits on a pro-rata basis in the case of early retirement. 

In addition, consideration will also be given to the extent to which executive compensation is performance driven 
and “at risk,” as well as whether bonus payouts can exceed 100 percent of base salary. 

Rationale: The inclusion of incentive compensation amounts along with base pay as the basis for calculating 
supplemental pension benefits is generally viewed as an unacceptable market practice. Proposals that aim to limit 
excessive pension payments for executives are laudable. The inclusion of variable compensation or other 
enhancements under SERP provisions can significantly drive up the cost of such plans, a cost that is ultimately 
absorbed by the company and its shareholders.  

Investor pressure to structure executive compensation so that the majority is “at risk” has driven down base salary 
and therefore it may be reasonable in certain cases to include short-term cash bonus amounts in the SERP 
calculation. Therefore, ISS will assess limits imposed on extra service credits and the overall mix of guaranteed 
(salary) and at risk (performance driven incentive compensation) executive compensation, as well as the size of 
potential cash bonus amounts, when determining vote recommendations on SERP shareholder proposals asking 
for elimination of these elements in SERP calculations. Given the conservative general market practice in this 
regard, support for such proposals should be limited to those companies that exceed standard market practice 
thus qualifying as problematic pay practices as outlined above. 
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6. SOCIAL/ENVIRONMENTAL ISSUES 

Global Approach 

Issues covered under the policy include a wide range of topics, including consumer and product safety, 
environment and energy, labor standards and human rights, workplace and board diversity, and corporate political 
issues. While a variety of factors goes into each analysis, the overall principle guiding all vote recommendations 
focuses on how the proposal may enhance or protect shareholder value in either the short term or long term. 

 
General Recommendation: Generally vote case-by-case, examining primarily whether implementation of the 

proposal is likely to enhance or protect shareholder value. The following factors will be considered: 
 

› If the issues presented in the proposal are more appropriately or effectively dealt with through legislation or 
government regulation;  

› If the company has already responded in an appropriate and sufficient manner to the issue(s) raised in the 
proposal;  

› Whether the proposal's request is unduly burdensome (scope or timeframe) or overly prescriptive; 
› The company's approach compared with any industry standard practices for addressing the issue(s) raised by 

the proposal; 
› Whether there are significant controversies, fines, penalties, or litigation associated with the company's 

environmental or social practices; 
› If the proposal requests increased disclosure or greater transparency, whether reasonable and sufficient 

information is currently available to shareholders from the company or from other publicly available sources; 
and  

› If the proposal requests increased disclosure or greater transparency, whether implementation would reveal 
proprietary or confidential information that could place the company at a competitive disadvantage. 
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This document and all of the information contained in it, including without limitation all text, data, graphs, and charts 
(collectively, the "Information") is the property of Institutional Shareholder Services Inc. (ISS), its subsidiaries, or, in 
some cases third party suppliers.  

The Information has not been submitted to, nor received approval from, the United States Securities and Exchange 
Commission or any other regulatory body. None of the Information constitutes an offer to sell (or a solicitation of an 
offer to buy), or a promotion or recommendation of, any security, financial product or other investment vehicle or 
any trading strategy, and ISS does not endorse, approve, or otherwise express any opinion regarding any issuer, 
securities, financial products or instruments or trading strategies.  

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information.  

ISS MAKES NO EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION AND 
EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED WARRANTIES 
OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY, AND FITNESS 
for A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION.  

Without limiting any of the foregoing and to the maximum extent permitted by law, in no event shall ISS have any 
liability regarding any of the Information for any direct, indirect, special, punitive, consequential (including lost 
profits), or any other damages even if notified of the possibility of such damages. The foregoing shall not exclude or 
limit any liability that may not by applicable law be excluded or limited. 
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COVERAGE 

The Canadian research team provides proxy analyses and voting recommendations for common shareholder 
meetings of publicly – traded Canadian-incorporated companies that are held in our institutional investor clients' 
portfolios. These Venture policy guidelines apply to companies listed on TSXV, NEX and CSE. ISS reviews its 
universe of coverage on an annual basis, and the coverage is subject to change based on client need and industry 
trends. 

U.S. Domestic Issuers – which have a majority of outstanding shares held in the U.S. and meet other criteria, as 
determined by the SEC, and are subject to the same disclosure and listing standards as U.S. incorporated 
companies – are generally covered under standard U.S. policy guidelines. U.S. Foreign Private Issuers that are 
incorporated in Canada and that do not file DEF14A reports and do not meet the SEC Domestic Issuer criteria are 
covered under Canadian policy. 
 

In all cases – including with respect to other companies with cross-market features that may lead to ballot items 
related to multiple markets – items that are on the ballot solely due to the requirements of another market (listing, 
incorporation, or national code) may be evaluated under the policy of the relevant market, regardless of the 
“assigned” market coverage. 

 

1. ROUTINE/MISCELLANEOUS 

Audit-Related 

Financial Statements/Director and Auditor Reports 

Companies are required under their respective Business Corporations Acts (BCAs) to submit their financial 
statements and the auditor's report, which is included in the company’s annual report, to shareholders at every 
Annual General Meeting (AGM). This routine item is almost always non-voting. 

Ratification of Auditors 

 
General Recommendation: Vote for proposals to ratify auditors, unless the following applies: 

 
› Non-audit related fees paid to the auditor > audit fees + audit related fees + tax compliance/preparation fees.  

Rationale: National Instrument 52-110 - Audit Committees defines “audit services” to include the professional 

services rendered by the issuer’s external auditor for the audit and review of the issuer’s financial statements or 
services that are normally provided by the external auditor in connection with statutory and regulatory filings or 
engagements.  

ISS recognizes that certain tax-related services, e.g. tax compliance and preparation, are most economically 
provided by the audit firm. Tax compliance and preparation include the preparation of original and amended tax 
returns, refund claims, and tax payment planning. However, other services in the tax category, e.g. tax advice, 
planning, or consulting fall more into a consulting category. Therefore, these fees are separated from the tax 
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compliance/preparation category and are added to the Non-audit (Other) fees for the purpose of determining 
whether excessive non-audit related fees have been paid to the external audit firm in the most recent year. 

In circumstances where "Other" fees include fees related to significant one-time capital restructure events: initial 
public offerings, emergence from bankruptcy, and spinoffs; and the company makes public disclosure of the 
amount and nature of those fees which are an exception to the standard "non-audit fee" category, then such fees 
may be excluded from the non-audit fees considered in determining whether non-audit fees are excessive. 

In all Canadian jurisdictions, in conjunction with National Instrument 52-110 - Audit Committees, Form 52-110F2 - 
Disclosure for Venture Issuers requires that Venture companies disclose: 

› The text of the audit committee’s charter; 
› The name of each audit committee member and state whether or not that member is (i) independent and (ii) 

financially literate; 
› Each audit committee member's relevant education and experience to the performance of their duties as an 

audit committee member; 
› Any instances during the most recent financial year where a recommendation of the audit committee to 

compensate or nominate an external auditor was not adopted by the board of directors and why;  
› A description of any policies or procedures adopted by the audit committee for the engagement of non-audit 

services; 
› All fees paid to the external audit firm, broken down by category as (i) Audit Fees, (ii) Audit-Related Fees, (iii) 

Tax Fees, or (iv) Other Fees. 

If a Venture issuer does not solicit proxies from security holders, then the required disclosure must appear in its 
Annual Information Form or annual MD&A. 

Other Business 

 
General Recommendation: Vote against all proposals on proxy ballots seeking approval for unspecified “other 

business” that may be conducted at the shareholder meeting as shareholders cannot know what they are approving. 
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2. BOARD OF DIRECTORS 

Voting on Director Nominees in Uncontested Elections 

Fundamental Principles 

Four fundamental principles apply when determining votes on director nominees: 

Board Accountability: Practices that promote accountability and enhance shareholder trust begin with 
transparency into a company's governance practices (including risk management practices). These practices 
include the annual election of all directors by a majority of votes cast by all shareholders, affording shareholders 
the ability to remove directors, and providing detailed timely disclosure of voting results. Board accountability is 
facilitated through clearly defined board roles and responsibilities, regular peer performance review, and 
shareholder engagement. 

Board Responsiveness: In addition to facilitating constructive shareholder engagement, boards of directors should 
be responsive to the wishes of shareholders as indicated by majority supported shareholder proposals or lack of 
majority support for management proposals including election of directors. In the case of a company controlled 
through a dual-class share structure, the support of a majority of the minority shareholders should equate to 
majority support. 

Board Independence: Independent oversight of management is a primary responsibility of the board. While true 
independence of thought and deed is difficult to assess, there are corporate governance practices with regard to 
board structure and management of conflicts of interest that are meant to promote independent oversight. Such 
practices include the selection of an independent chair to lead the board, structuring board pay practices to 
eliminate the potential for self-dealing, reducing risky decision-making, ensuring the alignment of director interests 
with those of shareholders rather than the interests of management, and structuring separate independent key 
committees with defined mandates. In addition, the board must be able to objectively set and monitor the 
execution of corporate strategy, with appropriate use of shareholder capital, and independently set and monitor 
executive compensation programs that support that strategy. Complete disclosure of all conflicts of interest and 
how they are managed is a critical indicator of independent oversight. 

Board Composition: Companies should ensure that directors add value to the board through their specific skills 
and expertise and by having sufficient time and commitment to serve effectively. Boards should be of a size 
appropriate to accommodate diversity, expertise, and independence, while ensuring active and collaborative 
participation by all members. Boards should be sufficiently diverse to ensure consideration of a wide range of 
perspectives. 

Slate Ballots (Bundled Director Elections) 

 
General Recommendation: Vote withhold for all directors nominated only by slate ballot at the annual/general or 

annual/special shareholders’ meetings. This policy will not apply to contested director elections. 

Rationale: On February 24, 2012, the TSX Venture Exchange ("Venture") released a bulletin notice reminding 
issuers of ongoing corporate governance requirements under Venture exchange listing rules. Among the 
requirements is a prohibition on any mechanisms that entrench existing management as established in section 
19.6 of Policy 3.1 – Directors, Officers, Other Insiders & Personnel and Corporate Governance of the Corporate 
Finance Manual. Specifically cited is the prohibition on the election of the board of directors as a slate without also 
providing shareholders with the ability to elect each of the directors on an individual basis.  
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The policy reflects these regulatory requirements while maintaining flexibility to address specific circumstances 
that would warrant a case-by-case approach. 

ISS Canadian Definition of Independence 

1. Executive Director 
1.1. Employees of the company or its affiliatesi.  
1.2. Current interim CEO or any other current interim executive of the company or its affiliatesi.  

2. Non-Independent Non-Executive Director  
Former/Interim CEOii 

2.1. Former CEO of the company or its affiliatesi within the past five yearsiii or of an acquired company within the 
past five years.  

2.2. Former interim CEO of the company or its affiliatesi within the past five yearsiii if the service was longer than 18 
months or if the service was between 12 and 18 months and the compensation was high relative to that of the 
other directors or in line with a CEO’s compensationiv at that time. 

2.3. CEO of a former parent or predecessor firm at the time the company was sold or split off from the 
parent/predecessor within the past five yearsiii. 

Controlling/Significant Shareholder 
2.4. Beneficial owner of company shares with more than 50 percent of the outstanding voting rights (this may be 

aggregated if voting power is distributed among more than one member of a group). 
Non-CEO Executivesii 
2.5. Former executive of the company, an affiliatei, or a firm acquired within the past three years. 
2.6. Former interim executive of the company or its affiliatesi within the past three years if the service was longer 

than 18 months or if the service was between 12 and 18 months, an assessment of the interim executive's 
terms of employment including compensation relative to other directors or in line with the top five NEOs at 
that time. 

2.7. Executive of a former parent or predecessor firm at the time the company was sold or split off from 
parent/predecessor within the past three years. 

2.8. Executive, former executive of the company or its affiliatesi within the last three years, general or limited 
partner of a joint venture or partnership with the company. 

Relatives 
2.9. Relativev of current executive officervi of the company or its affiliatesi.  
2.10. Relativev of a person who has served as a CEO of the company or its affiliatesi within the last five years; or an 

executive officer of the company or its affiliatesi within the last three years. 
Transactional, Professional, Financial, and Charitable Relationshipsvii 
2.11. Currently provides (or a relativev provides) professional servicesviii to the company, its affiliatesi or to its 

officers. 
2.12. Is (or a relativev is) a partner, controlling shareholder or an employee of, an organization that provides 

professional servicesviii to the company, to an affiliate of the company, or to an individual officer of the 
company or one of its affiliatesi. 

2.13. Currently employed by (or a relativev is employed by) a significant customer or supplierix of the company or its 
affiliatesi. 

2.14. Is (or a relativev is) a trustee, director or employee of a charitable or non-profit organization that receives 
materialx grants or endowments from the company or its affiliatesi. 

2.15. Has, or is (or a relativev is) a partner, controlling shareholder or an employee of, an organization that has a 
transactional relationship with the company or its affiliatesi, excluding investments in the company through a 
private placement. 

Other Relationships 
2.16. Has a contractual/guaranteed board seat and is party to a voting agreement to vote in line with management 

on proposals being brought to shareholders. 
2.17. Founderxi of the company but not currently an employee. 
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2.18. Has any materialx relationship with the company or with any one or more members of management of the 
company. 

2.19. Non-employee officer of the company or its affiliatesi if he/she is among the five most highly compensated. 
Board Attestation 
2.20. Board attestation that an outside director is not independent.  

3. Independent Director 
3.1. No materialx ties to the company other than board seat. 

 

Footnotes: 

i "Affiliate" includes a subsidiary, sibling company, or parent company. ISS uses 50 percent control ownership by the parent company 
as the standard for applying its affiliate designation.  

ii When there is a former CEO or other officer of a capital pool company (CPC) or special purpose acquisition company (SPAC) serving 
on the board of an acquired company, ISS will generally classify such directors as independent unless determined otherwise taking 
into account the following factors:  any operating ties to the firm; and the existence of any other conflicting relationships or related 
party transactions. 

iii The determination of a former CEO's classification following the five year cooling-off period will be considered on a case-by-case 
basis. Factors taken into consideration may include but are not limited to: management/board turnover, current or recent 
involvement in the company, whether the former CEO is or has been Executive Chairman of the board or a company founder, length 
of service with the company, any related party transactions, consulting arrangements, and any other factors that may reasonably be 
deemed to affect the independence of the former CEO. 

iv ISS will look at the terms of the interim CEO's compensation or employment contract to determine if it contains severance pay, 
long-term health and pension benefits or other such standard provisions typically contained in contracts of permanent, non-
temporary CEOs. ISS will also consider if a formal search process was underway for a full-time CEO. 

v Relative refers to immediate family members including spouse, parents, children, siblings, in-laws and anyone sharing the director's 
home. 

vi Executive Officer will include: the CEO or CFO of the entity; the president of the entity; a vice-president of the entity in charge of a 
principal business unit, division or function; an officer of the entity or any of its subsidiary entities who performs a policy making 
function in respect of the entity; any other individual who performs a policy-making function in respect of the entity; or any executive 
named in the Summary Compensation Table. 

vii The terms "Currently", "Is" or "Has" in the context of Transactional, Professional, Financial, and Charitable Relationships will be 
defined as having been provided at any time within the most recently completed fiscal year and/or having been identified at any time 
up to and including the annual shareholders' meeting.  

viii Professional services can be characterized as advisory in nature, generally involve access to sensitive company information or to 
strategic decision-making, and typically have commission or fee-based payment structure. Professional services generally include, but 
are not limited to the following: investment banking/financial advisory services, commercial banking (beyond deposit services), 
investment services, insurance services, accounting/audit services, consulting services, marketing services, legal services, property 
management services, realtor services, lobbying services, executive search services and IT consulting services. "Of counsel" 
relationships are only considered immaterial if the individual does not receive any form of compensation from, or is a retired partner 
of, the firm providing the professional services. The following would generally be considered transactional relationships and not 
professional services: deposit services, IT tech support services, educational services, and construction services. The case of 
participation in a banking syndicate by a non-lead bank should be considered a transactional rather than a professional services 
relationship. The case of a company providing a professional service to one of its directors or to an entity with which one of its 
directors is affiliated, will be considered a transactional rather than a professional relationship. Insurance services and marketing 
services are assumed to be professional services unless the company explains why such services are not advisory. 

ix If the company makes or receives annual payments exceeding the greater of $200,000 or 5 percent of recipient's gross revenues 
(the recipient is the party receiving proceeds from the transaction).  

x "Material" is defined as a standard of relationship (financial, personal or otherwise) that a reasonable person might conclude could 
potentially influence one's objectivity in the boardroom in a manner that would have a meaningful impact on an individual's ability to 
satisfy requisite fiduciary standards on behalf of shareholders.  
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xi The company’s public disclosure regarding the operating involvement of the Founder with the company will be considered. If the 
Founder was never employed by the company, ISS may deem the Founder as an independent outsider absent any other relationships 
that may call into question the founding director’s ability to provide independent oversight of management. 

Vote case-by-case on director nominees, examining the following factors when disclosed:  

› Independence of the board and key board committees; 
› Attendance at board, and if disclosed, committee meetings; 
› Corporate governance provisions and takeover activity; 
› Long-term company performance; 
› Directors’ ownership stake in the company; 
› Compensation practices; 
› Responsiveness to shareholder proposals; 
› Board accountability; and 
› Adoption of a Majority Voting (director resignation) policy. 

Rationale: Corporate governance disclosure requirements for Venture Issuers are set out in Form 58-101F2 – 
Corporate Governance Disclosure. These requirements include: 

› Assessment of the independence of each director and the basis for determination; 
› Identification of any other issuer for which the director holds a board seat; 
› Description of the director orientation process, if any, and continuing education measures; 
› Description of ethical business conduct policies or procedures; 
› Disclosure of the nomination process and who is responsible for identifying new candidates; 
› Disclosure of the process for determining compensation for the directors and CEO, and who is responsible; 
› Description of standing board committees other than the audit, compensation and nominating committees; 

› Description of any board assessment procedures. 

Non-Independent Directors on Key Committees 

 
General Recommendation: Vote withhold for Executive Directors, Controlling Shareholders or a Non-employee 

officer of the company or its affiliates if he/she is among the five most highly compensated who: 
 

› Are members of the audit committee;  
› Are members of the compensation committee or the nominating committee and the committee is not 

majority independent; or 
›  Are board members and the entire board fulfills the role of a compensation committee or a nominating 

committee and the board is not majority independent. 

Rationale: Given the limitations presented by extremely small boards of directors at many Venture issuers, 
flexibility may be extended to these companies to permit an insider on the compensation committee (or 
nominating committee if there is one) as long as the committee is majority independent and thus provides an 
effective balance of independent directors to ensure an independent perspective to counterbalance the presence 
of an insider. The same rationale would apply to the board as a whole if the entire board fulfills the role of the 
compensation committee or nominating committee. Given, however, the importance of independent fiscal 
oversight to all issuers, this exception does not apply to insiders on an audit committee. 
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Policy Considerations for Majority Owned Companies1 

ISS policies support a one-share, one-vote principle. In recognition of the substantial equity stake held by certain 
shareholders, on a case-by-case basis, director nominees who are or who represent a controlling shareholder of a 
majority owned company may be supported under ISS' board and committee independence policies if the 
company meets all of the following independence and governance criteria: 

› Individually elected directors; 
› The number of directors related to the controlling shareholder should not exceed the proportion of common 

shares controlled by the controlling shareholder. In no event, however, should the number of directors related 
to the controlling shareholder exceed two-thirds of the board; 

› In addition to the above, if the CEO is related to the controlling shareholder then no more than one-third of 
the board should be related to management (as distinct from the controlling shareholder); 

› If the CEO and chair roles are combined or the CEO is or is related to the controlling shareholder, then there 
should be an independent lead director and the board should have an effective and transparent process to 
deal with any conflicts of interest between the company, minority shareholders, and the controlling 
shareholder; 

› A majority of the audit and nominating committees should be either independent directors or in addition to at 
least one independent director, may be directos who are related to the controlling shareholder. All members 
of the compensation committee should be independent of management. If the CEO is related to the 
controlling shareholder, no more than one member of the compensation committee should be a director who 
is related to the controlling shareholder; 

› Prompt disclosure of detailed vote results following each shareholder meeting; and 
› Adoption of a majority voting director resignation policy for uncontested elections OR public commitment to 

adopt a majority voting director resignation policy for uncontested elections if the controlling shareholder 
ceases to control 50 percent or more of the common shares. 

ISS will also take into consideration any other concerns related to the conduct of the subject director(s) and any 
controversy or questionable actions on the part of the subject director(s) that are deemed not to be in the best 
interests of all shareholders. 

Rationale: Canadian corporate law provides significant shareholder protections. For example, under most BCAs, a 
shareholder or group of shareholders having a 5 percent ownership stake in a company may requisition a special 
meeting for the purposes of replacing or removing directors and in most jurisdictions, directors may be removed 
by a simple majority vote. Shareholders also benefit from the ability to bring an oppression action against the 
board or individual directors of Canadian incorporated public companies. 

Against this legal backdrop, Canadian institutions have taken steps to acknowledge and support the premise that a 
shareholder who has a significant equity stake in the common shares of a reporting issuer under a single class 
common share structure has a significant interest in protecting the value of that equity stake in the company and is 
therefore deemed to have significant alignment of interests with minority shareholders. This policy firmly supports 
the one-share, one-vote principle and is intended to recognize the commonality of interests between certain 
shareholders having a majority equity stake under a single class share structure and minority shareholders in 
protecting the value of their investment.  

This policy will not be considered at dual class companies having common shares with unequal voting or board 
representation rights. 

---------------------- 
1 A majority owned company is defined for the purpose of this policy as a company controlled by a shareholder or group of 
shareholders who together have an economic ownership interest under a single class common share capital structure that is 
commensurate with their voting entitlement of 50 percent or more of the outstanding common shares. 
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Audit Fee Disclosure 

 
General Recommendation: Vote withhold for individual directors who are members of the audit committee as 

constituted in the most recently completed fiscal year if: 
 

› No audit fee information is disclosed by the company within 120 days2 after its fiscal year end. In the event 
that the shareholders’ meeting at which ratification of auditors is a voting item is scheduled prior to the end of 
the 120 day reporting deadline and the audit fees for the most recently completed fiscal year have not yet 
been provided, the vote recommendation will be based on the fee disclosure for the prior fiscal year.  

Rationale: The disclosure of audit fees by category is a regulatory requirement and this information is of great 
importance to shareholders due to the concern that audit firms could compromise the independence of a 
company audit in order to secure lucrative consulting services from the company. 

Excessive Non-Audit Fees 

 
General Recommendation: Vote withhold from individual directors who are members of the audit committee as 

constituted in the most recently completed fiscal year if: 
 

› Non-audit fees ("other") fees paid to the external audit firm > audit fees + audit-related fees + tax 
compliance/preparation fees. 

Rationale: ISS recognizes that certain tax-related services, e.g. tax compliance and preparation, are most 
economically provided by the audit firm. Tax compliance and preparation include the preparation of original and 
amended tax returns, refund claims, and tax payment planning. However, other services in the tax category, e.g. 
tax advice, planning, or consulting fall more into a consulting category. Therefore, these fees are separated from 
the tax compliance/preparation category and are added to the Non-audit (Other) fees for the purpose of 
determining whether excessive non-audit related fees have been paid to the external audit firm in the most recent 
year. 

In circumstances where "Other" fees include fees related to significant one-time capital restructure events (for the 
purpose of this policy such events are limited to initial public offerings, emergence from bankruptcy, and spinoffs) 
and the company makes public disclosure of the amount and nature of those fees which are an exception to the 
standard "non-audit fee" category, then such fees may be excluded from the non-audit fees considered in 
determining whether non-audit fees are excessive. 

Part 2 of National Instrument 52-110 - Audit Committees states that the audit committee must be directly 
responsible for overseeing the work of the external auditor and that the audit committee must pre-approve all 
non-audit services provided to the issuer or its subsidiary entities by the issuer’s external auditor. It is therefore 
appropriate to hold the audit committee accountable for payment of excessive non-audit fees. 

Persistent Problematic Audit Related Practices 

 
General Recommendation: Vote case-by-case on members of the Audit Committee and potentially the full board if 

adverse accounting practices are identified that rise to a level of serious concern, such as: 
 

› Accounting fraud; 
› Misapplication of applicable accounting standards; or 
› Material weaknesses identified in the internal control process.  

---------------------- 
2 Venture-listed reporting issuers are not required to file Annual Financial Statements (AFS) until up to 120 days after the 

company's fiscal year end. 
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Severity, breadth, chronological sequence and duration, as well as the company's efforts at remediation or 
corrective actions, will be examined in determining whether withhold votes are warranted. 

Rationale: The policy addresses those cases which could potentially raise serious concern with respect to the audit 
committee's oversight of the implementation by management of effective internal controls over the accounting 
process and financial reporting. As well, the audit committee has primary responsibility for selecting and 
overseeing the external audit firm that would be expected to raise concerns related to problematic accounting 
practices, misapplication of applicable accounting practices, or any material weakness it may identify in the 
company's internal controls, as well as whether fraudulent activity is uncovered during the course of the audit 
assignment. 

Director Attendance 

Meeting attendance disclosure is not required for Venture issuers. Therefore, no policy is contemplated in this 
area. 

Voting on Directors for Egregious Actions 

 
General Recommendation: Under extraordinary circumstances, vote withhold for directors individually, one or 

more committee members, or the entire board, due to: 
 

› Material failures of governance, stewardship, risk oversight3 or fiduciary responsibilities at the company;  
› Failure to replace management as appropriate; or 
› Egregious actions related to the director(s)’ service on other boards that raise substantial doubt about his or 

her ability to effectively oversee management and serve the best interests of shareholders at any company. 

Rationale: Director accountability and competence have become issues of prime importance given the failings in 
oversight exposed by the global financial crisis and subsequent events. There is also concern over the environment 
in the boardrooms of certain markets, where past failures appear to be no impediment to continued or new 
appointments at major companies and may not be part of the evaluation process at companies in considering 
whether an individual is, or continues to be, fit for the role and best able to serve shareholders’ interests.  

 In the event of exceptional circumstances (including circumstances relating to past performance on other boards) 
that raise substantial doubt about a director's ability to effectively monitor management and serve in the best 
interests of shareholders, a withhold vote may be recommended.  

Board Responsiveness 

In keeping with Canadian market expectations and improvements to provide shareholders with the ability to affect 
board change, a lack of board response to shareholder majority votes or majority withhold votes on directors is 
unacceptable and would result in one of the following: 

 
General Recommendation: Vote withhold for continuing individual directors, nominating committee4 members, or 

the continuing members of the entire board of directors, where prior meeting voting results have been disclosed, if: 
 

---------------------- 
3 Examples of failure of risk oversight include, but are not limited to: bribery, large or serial fines or sanctions from regulatory 
bodies; significant adverse legal judgments or settlements; or hedging of company stock. 
4 Or other board committee charged with the duties of a nominating committee as specified in the company's majority voting 
director resignation policy. 
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› At the previous board election, any director received more than 50 percent withhold votes of the votes cast 
under a majority voting/director resignation policy and the nominating committee4 has not required that the 
director leave the board after 90 days, or has not provided another form of acceptable response to the 
shareholder vote, which will be reviewed on a case-by-case basis; 

› At the previous board election, any director received more than 50 percent withhold votes of the votes cast 
under a plurality voting standard and the company has failed to address the issue(s) that caused the majority 
withheld vote; or 

› The board failed to act5 on a shareholder proposal that received the support of a majority of the votes cast 
(excluding abstentions) at the previous shareholder meeting. 

As indicated at the beginning of the guidelines for Voting on Director Nominees in Uncontested Elections, board 
responsiveness is a fundamental principle that should apply when determining votes on director nominees. 

Rationale: Follow-up action or response by the board is warranted in the instance where a director is not 
supported by a majority of the votes cast by shareholders but remains on the board at the next election. A 
reasonable period of time within which the board or nominating committee is expected to deal with a director 
resignation under these circumstances is indicated in the widely accepted version of Canadian majority-voting 
director resignation policies as required by the TSX.  

Disclosed board response and rationale will be taken into consideration in limited extraordinary circumstances in 
the event that a director's resignation is not accepted by the board or the concern that caused majority 
shareholder opposition has not been addressed. The vote recommendation will be determined on a case-by-case 
basis that is deemed to be in the best interests of shareholders. 

Unilateral Adoption of an Advance Notice Provision 

 
General Recommendation: Vote withhold for individual directors, committee members, or the entire board as 

appropriate in situations where an advance notice policy has been adopted by the board but has not been included 
on the voting agenda at the next shareholders' meeting. 

Continued lack of shareholder approval of the advanced notice policy in subsequent years may result in further 
withhold recommendations. 

Rationale: The ability of shareholders to put forward potential nominees for election to the board is a fundamental 
right and should not be amended by management or the board without shareholders' approval, or, at a minimum, 
with the intention of receiving shareholder approval at the next annual or annual/special meeting of shareholders. 
As such, the board of directors, as elected representatives of shareholders' interests and as the individuals 
primarily responsible for corporate governance matters, should be held accountable for allowing such policies to 
become effective without further shareholder approval.  

Furthermore, disclosures regarding these policies should be made available to shareholders (similar to shareholder 
proposal deadline disclosures or majority voting policy disclosures) because they are substantive changes that may 
impact shareholders' ability to nominate director candidates. Failure to provide such disclosure is not in 
shareholders' best interests. 

Externally-Managed Issuers (EMIs) 

---------------------- 
5 Responding to the shareholder proposal will generally mean either full implementation of the proposal or, if the matter 
requires a vote by shareholders, a management proposal on the next annual ballot to implement the proposal. Responses that 
involve less than full implementation will be considered on a case-by-case basis. 
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General Recommendation: Vote case-by-case on say-on-pay resolutions where provided, or on individual directors, 

committee members, or the entire board as appropriate, when an issuer is externally-managed and has provided 
minimal or no disclosure about their management services agreements and how senior management is 
compensated. Factors taken into consideration may include but are not limited to:  

 
› The size and scope of the management services agreement; 
› Executive compensation in comparison to issuer peers and/or similarly structured issuers; 
› Overall performance; 
› Related party transactions; 
› Board and committee independence; 
› Conflicts of interest and process for managing conflicts effectively; 
› Disclosure and independence of the decision-making process involved in the selection of the management 

services provider; 
› Risk mitigating factors included within the management services agreement such as fee recoupment 

mechanisms; 
› Historical compensation concerns; 
› Executives' responsibilities; and 
› Other factors that may reasonably be deemed appropriate to assess an externally-managed issuer's 

governance framework. 

Rationale: 

Externally-managed issuers (EMIs) typically pay fees to outside firms in exchange for management services. In 
most cases, some or all of the EMI's executives are directly employed and compensated by the external 
management firm. 

EMIs typically do not disclose details of the management agreement in their proxy statements and only provide 
disclosure on the aggregate amount of fees paid to the manager, with minimal or incomplete compensation 
information.  

Say-on-pay resolutions are voluntarily adopted in Canada. Some investor respondents to ISS' 2015-16 ISS Global 
Policy Survey indicated that in cases where an externally managed company does not have a say-on-pay proposal 
(i.e., 'withhold' votes may be recommended for individual directors), factors other than disclosure should be 
considered, such as performance, compensation and expenses paid in relation to peers, board and committee 
independence, conflicts of interest, and pay-related issues. Policy outreach sessions conducted with Canadian 
institutional investors resulted in identical feedback.  

Other Board-Related Proposals 

Classification/Declassification of the Board 

 
General Recommendation: Vote against proposals to classify the board. Vote for proposals to repeal classified 

boards and to elect all directors annually. 

Independent Chair (Separate Chair/CEO) 

 
General Recommendation: Vote for shareholder proposals seeking separation of the offices of CEO and chair if: 

› The company has a single executive occupying both positions; and 
› The board is not majority independent. 
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Rationale: The separation of the positions of chair and CEO is supported as it is viewed as superior to the lead 
director concept. The positions of chair and CEO are two distinct jobs with different job responsibilities. The chair is 
the leader of the board of directors, which is responsible for selecting and replacing the CEO, setting executive pay, 
evaluating managerial and company performance, and representing shareholder interests. The CEO, by contrast, is 
responsible for maintaining the day-to-day operations of the company and being the company’s spokesperson. It 
therefore follows that one person cannot fulfill both roles without conflict.  

At Venture issuers, however, one person typically fulfills both roles due to limited resources and the extremely 
small size of boards. As noted previously, flexibility is necessary for these small issuers but shareholders expect at a 
minimum that the board of directors comprise a majority of independent directors in order to provide the 
requisite independent balance to board oversight. 

Majority Vote Standard for the Election of Directors 

 
General Recommendation: Vote for resolutions requesting that: (i) the board adopt a majority voting director 

resignation policy for director elections or (ii) the company amend its bylaws to provide for majority voting, whereby 
director nominees are elected by the affirmative vote of the majority of votes cast, unless: 

 
› A majority voting policy director resignation policy is codified in the company’s bylaws, corporate governance 

guidelines, or other governing documents prior to an election to be considered; and 
› The company has adopted formal corporate governance principles that provide an adequate response to both 

new nominees as well as “holdover” nominees (i.e. incumbent nominees who fail to receive 50 percent of 
votes cast). 

 
 

Proxy Access 

ISS supports proxy access as an important shareholder right, one that is complementary to other best-practice 
corporate governance features. However, in the absence of a uniform standard, proposals to enact proxy access 
may vary widely; as such, ISS is not setting forth specific parameters at this time and will take a case-by-case 
approach in evaluating these proposals. 

Proxy Contests - Voting for Director Nominees in Contested Elections 

 
General Recommendation: Vote case-by-case in contested elections taking into account:  

 
› Long-term financial performance of the target company relative to its industry;  
› Management’s track record;  
› Background to the proxy contest;  
› Nominee qualifications and any compensatory arrangements;  
› Strategic plan of dissident slate and quality of critique against management;  
› Likelihood that the proposed goals and objectives can be achieved (both slates); and 
› Stock ownership positions 

Overall Approach: When analyzing proxy contests, ISS focuses on two central questions: 

› Have the dissidents met the burden of proving that board change is warranted? And, if so; 
› Will the dissident nominees be more likely to affect positive change (i.e., increase shareholder value) versus 

the incumbent nominees? 
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When a dissident seeks a majority of board seats, ISS will require from the dissident a well-reasoned and detailed 
business plan, including the dissident’s strategic initiatives, a transition plan and the identification of a qualified 
and credible new management team. ISS will then compare the detailed dissident plan against the incumbent plan 
and the dissident director nominees and management team against the incumbent team in order to arrive at a 
vote recommendation. 

When a dissident seeks a minority of board seats, the burden of proof imposed on the dissident is lower. In such 
cases, ISS will not require from the dissident a detailed plan of action, nor is the dissident required to prove that its 
plan is preferable to the incumbent plan. Instead, the dissident will be required to prove that board change is 
preferable to the status quo and that the dissident director slate will add value to board deliberations including by, 
among other factors, considering issues from a viewpoint different from that of the current board members. 

Reimbursing Proxy Solicitation Expenses 

 
General Recommendation: Vote case-by-case taking into account: 

 
› Whether ISS recommends in favour of the dissidents, in which case we may recommend approving the 

dissident’s out of pocket expenses if they are successfully elected and the expenses are reasonable.  

    
  

778



 Canada Proxy Voting Guidelines for Venture-Listed Companies 

Enabling the financial community to manage governance risk for the benefit of shareholders. 

© 2018 ISS | Institutional Shareholder Services  17 of 36 

3. SHAREHOLDER RIGHTS & DEFENSES 

Advance Notice Requirements 

 
General Recommendation: Vote case-by-case on proposals to adopt or amend an advance notice board policy or to 

adopt or amend articles or by-laws containing or adding an advance notice requirement. These provisions will be 
evaluated to ensure that all of the provisions included within the requirement solely support the stated purpose of 
the requirement. The purpose of advance notice requirements, as generally stated in the market, is: 

 
› To prevent stealth proxy contests; 
› To provide a reasonable framework for shareholders to nominate directors by allowing shareholders to submit 

director nominations within a reasonable timeframe; and 
› To provide all shareholders with sufficient information about potential nominees in order for them to make 

informed voting decisions on such nominees. 

Features that may be considered problematic under ISS' evaluation include but are not limited to: 

› For annual notice of meeting given not less than 50 days prior to the meeting date, the notification timeframe 
within the advance notice requirement should allow shareholders the ability to provide notice of director 
nominations at any time not less than 30 days prior to the shareholders' meeting. The notification timeframe 
should not be subject to any maximum notice period. If notice of annual meeting is given less than 50 days 
prior to the meeting date, a provision to require shareholder notice by close of business on the 10th day 
following first public announcement of the annual meeting is supportable. In the case of a special meeting, a 
requirement that a nominating shareholder must provide notice by close of business on the 15th day following 
first public announcement of the special shareholders' meeting is also acceptable; 

› The board's inability to waive all sections of the advance notice provision under the policy or bylaw, in its sole 
discretion; 

› A requirement that any nominating shareholder provide representation that the nominating shareholder be 
present at the meeting in person or by proxy at which his or her nominee is standing for election for the 
nomination to be accepted, notwithstanding the number of votes obtained by such nominee; 

› A requirement that any proposed nominee deliver a written agreement wherein the proposed nominee 
acknowledges and agrees, in advance, to comply with all policies and guidelines of the company that are 
applicable to directors; 

› Any provision that restricts the notification period to that established for the originally scheduled meeting in 
the event that the meeting has been adjourned or postponed; 

› Any disclosure request within the advance notice requirement, or the company’s ability to request additional 
disclosure of the nominating shareholder(s) or the shareholder nominee(s) that: exceeds what is required in a 
dissident proxy circular; goes beyond what is necessary to determine director nominee qualifications, relevant 
experience, shareholding or voting interest in the company, or independence in the same manner as would be 
required for management nominees; or, goes beyond what is required under law or regulation; 

› Stipulations within the provision that the corporation will not be obligated to include any information 
provided by dissident director nominees or nominating shareholders in any shareholder communications, 
including the proxy statement; and  

› Any other feature or provision determined to have a negative impact on shareholders' interests and deemed 
outside the purview of the stated purpose of the advance notice requirement. 

Rationale: As advance notice requirements continue to evolve and their use is tested by market participants, 
Canadian institutional investors are voicing concerns about the specific provisions contained therein. Investors 
have cautioned with respect to the potential for certain provisions included within these requirements to be used 
to impede the ability of shareholders to nominate director candidates to the board of directors, a fundamental 
shareholder right under Canada's legal and regulatory framework.  
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A minimum 30-day shareholder notice period supports notice and access provisions and is in keeping with the 
stated purpose of advance notice requirements which is to prevent last minute or stealth proxy contests. Any 
maximum threshold for shareholder notice is deemed unacceptable, and the removal of such is expected to 
facilitate timelier access to the proxy and afford shareholders more time to give complete and informed 
consideration to dissident concerns and director nominees. 

Enhanced and discretionary requirements for additional information that is not then provided to shareholders, 
provisions that may prohibit nominations based on restricted notice periods for postponed or adjourned meetings 
and written confirmations from nominee directors in advance of joining the board are all examples of the types of 
provisions that have the potential to be misused and are outside the intended stated purpose of advance notice 
requirements.  

Canadian court cases have provided a clear indication that these provisions are intended to protect shareholders, 
as well as management, from ambush and that they are not intended to exclude nominations given on ample 
notice or to buy time to allow management to develop a strategy to defeat dissident shareholders. As well, these 
rulings have shown that in the case of ambiguous provisions the result should weigh in favour of shareholder 
voting rights.  

Enhanced Shareholder Meeting Quorum for Contested Director Elections 

 
General Recommendation: Vote against new by-laws or amended by-laws that would establish two different 

quorum levels which would result in implementing a higher quorum solely for those shareholder meetings where 
common share investors seek to replace the majority of current board members ("Enhanced Quorum"). 

Rationale: With Enhanced Quorum, the ability to hold a shareholders’ meeting is subject to management’s pre-
determination that a contested election to replace a majority of directors is the singularly most important 
corporate issue, thus justifying a significantly higher shareholder (or proxy) presence before the meeting can 
commence. From a corporate governance perspective, this higher threshold appears to be inconsistent with the 
view that shareholder votes on any voting item should carry equal importance and should therefore be approved 
under the same quorum requirement for all items. 

Companies have indicated in examples to date that Enhanced Quorum is not designed to block the potential 
consequence of a majority change in board memberships. In the absence of Enhanced Quorum being met, the 
affected shareholder meeting will be adjourned for up to 65 days. Notwithstanding the equality of all voting issues, 
shareholders may question the benefits of a delayed shareholder meeting resulting from a 50 percent quorum 
requirement for the initial meeting. 

Appointment of Additional Directors Between Annual Meetings 

 
General Recommendation: Vote for these resolutions where: 

 
› The company is incorporated under a statute (such as the Canada Business Corporations Act) that permits 

removal of directors by simple majority vote; 
› The number of directors to be appointed between meetings does not exceed one-third of the number of 

directors appointed at the previous annual meeting; and 
› Such appointments must be ratified by shareholders at the annual meeting immediately following the date of 

their appointment. 

  

    
  

    
  

780



 Canada Proxy Voting Guidelines for Venture-Listed Companies 

Enabling the financial community to manage governance risk for the benefit of shareholders. 

© 2018 ISS | Institutional Shareholder Services  19 of 36 

Articles/By-laws 

 
General Recommendation: Vote for proposals to adopt or amend articles/by-laws unless the resulting document 

contains any of the following: 
 

› The quorum for a meeting of shareholders is set below two persons holding 25 percent of the eligible vote 
(this may be reduced to no less than 10 percent in the case of a small company that can demonstrate, based 
on publicly disclosed voting results, that it is unable to achieve a higher quorum and where there is no 
controlling shareholder);  

› The quorum for a meeting of directors is less than 50 percent of the number of directors;  
› The chair of the board has a casting vote in the event of a deadlock at a meeting of directors;  
› An alternate director provision that permits a director to appoint another person to serve as an alternate 

director to attend board or committee meetings in place of the duly elected director;  
› An advance notice requirement that includes one or more provisions which could have a negative impact on 

shareholders' interests and which are deemed outside the purview of the stated purpose of the requirement; 
› Authority is granted to the board with regard to altering future capital authorizations or alteration of the 

capital structure without further shareholder approval; 
› Any other provisions that may adversely impact shareholders' rights or diminish independent effective board 

oversight. 

In any event, proposals to adopt or amend articles or bylaws will generally be opposed if the complete article or 
by-law document is not included in the meeting materials for thorough review or referenced for ease of location 
on SEDAR. 

 
General Recommendation: Vote for proposals to adopt or amend articles/by-laws if the proposed amendment is 

limited to only that which is required by regulation or will simplify share registration. 

Rationale: Constating documents such as articles and by-laws (in concert with the legislative framework provided 
by Canada's various BCAs) establish the rights of shareholders of a company and the procedures through which the 
board of directors exercises its duties. Given this foundational role, these documents should reflect best practices 
within the Canadian market wherever possible. 

› Quorum Requirements: The quorum requirement for meetings of shareholders should encourage wide-
ranging participation from all shareholders. Shareholder meeting quorum requirements that allow only one 
shareholder to constitute quorum could allow a single significant or controlling shareholder to dominate 
meetings at the expense of minority shareholders. Quorum requirements with lower shareholding thresholds, 
such as five percent, could provide a significant shareholder or a small group of shareholders with the ability 
to pass resolutions that may be considered contentious or problematic by other shareholders. Likewise, 
quorum requirements for meetings of directors should ensure that at least half of shareholders' 
representatives are present before significant decisions are made. Directors' responsibilities include attending 
all meetings for which their presence is scheduled and a company's core documents should reflect this duty. 
 

› Casting Vote for the Chair at Board Meetings: While the chair is the appointed leader of the board, the 
authority granted to the chair by shareholders is no greater than that granted to any other director. Providing 
the chair with a casting or second vote in the event of a tie could result in a power structure which is not 
conducive to effective governance. Additionally, while boards are increasingly transitioning toward a 
governance structure involving a separate chair and CEO, many issuers still combine these roles or appoint a 
recent former CEO as board chair. In cases where the board is divided on an issue, it is inappropriate from the 
perspective of shareholders for an insider or affiliated outsider to have the final decision in contentious 
matters which could significantly affect shareholders' interests. 
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› Alternate Directors: A provision allowing for alternate directors, who have been neither elected by 
shareholders nor ratified by shareholders following board appointment, raises serious concerns regarding 
whether these individuals may be bound to serve in the best interests of shareholders. Furthermore, directors 
must be willing to earmark sufficient time and effort toward serving on a board once they have accepted the 
responsibility entrusted to them by shareholders. The appointment of unelected alternates is inconsistent 
with this duty. 
 

› Problematic Advance Notice Requirements: A number of advance notice requirements have been included on 
ballots as amendments to company by-laws or articles. Any such requirements are deemed significant 
additions to the bylaw or articles and therefore are reviewed with respect to whether they negatively affect 
shareholders' ability to nominate directors to the board. See ISS' policy on Advance Notice Requirements for 
details. 
 

› Blanket Authority for Share Capital Structure Alterations: In recent years, some companies incorporated 
under the Business Corporations Act (British Columbia) ("BCBCA") have sought to amend their constating 
documents to provide the board with blanket authority to alter the company's share capital structure. These 
changes include the ability to increase the company's authorized capital and change restrictions on any class 
of shares. Although permitted under the BCBCA, shareholders would be better served if changes which could 
affect shareholders' interests required shareholder approval. 
 

› Other Problematic Provisions: Other proposals to alter the articles or by-laws will be approached on a case-
by-case basis. Where a potential inclusion, deletion, or amendment is deemed contrary to shareholders' 
interests, ISS will generally, taking into consideration any other problematic factors or mitigating 
circumstances, recommend against such changes. 

Cumulative Voting 

 
General Recommendation: Where such a structure would not be detrimental to shareholder interests, generally 

vote for proposals to introduce cumulative voting. 

Generally vote against proposals to eliminate cumulative voting.  

Generally vote for proposals to restore or permit cumulative voting but exceptions may be made depending on the 
company’s other governance provisions such as the adoption of a majority vote standard for the election of 
directors. 

Confidential Voting 

 
General Recommendation: Vote for shareholder proposals requesting that corporations adopt confidential voting, 

use independent vote tabulators, and use independent inspectors of election, as long as:  
 

› The proposal includes a provision for proxy contests as follows: In the case of a contested election, 
management should be permitted to request that the dissident group honor its confidential voting policy. If 
the dissidents agree, the policy remains in place. If the dissidents will not agree, the confidential voting policy 
is waived for that particular vote. 

Generally vote for management proposals to adopt confidential voting. 
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Poison Pills (Shareholder Rights Plans) 

 
General Recommendation: Vote case-by-case on management proposals to ratify a shareholder rights plan (poison 

pill) taking into account whether it conforms to ‘new generation’ rights plan best practice guidelines and its scope is 
limited to the following two specific purposes:  

 
› To give the board more time to find an alternative value enhancing transaction; and 
› To ensure the equal treatment of all shareholders. 

Vote against plans that go beyond these purposes if: 

› The plan gives discretion to the board to either: 
› Determine whether actions by shareholders constitute a change in control; 
› Amend material provisions without shareholder approval; 
› Interpret other provisions; 
› Redeem the rights or waive the plan’s application without a shareholder vote; or 
› Prevent a bid from going to shareholders. 

› The plan has any of the following characteristics: 
› Unacceptable key definitions; 
› Reference to Derivatives Contracts within the definition of Beneficial Owner; 
› Flip over provision; 
› Permitted bid minimum period greater than 105 days; 
› Maximum triggering threshold set at less than 20 percent of outstanding shares; 
› Does not permit partial bids; 
› Includes a Shareholder Endorsed Insider Bid (SEIB) provision; 
› Bidder must frequently update holdings; 
› Requirement for a shareholder meeting to approve a bid; and 
› Requirement that the bidder provide evidence of financing. 

› The plan does not: 
› Include an exemption for a “permitted lock up agreement”; 
› Include clear exemptions for money managers, pension funds, mutual funds, trustees, and custodians 

who are not making a takeover bid; and 
› Exclude reference to voting agreements among shareholders. 

Rationale: The evolution of “new generation” shareholder rights plans in Canada has been the result of reshaping 
the early antitakeover provision known as a “poison pill” into a shareholder protection rights plan that serves only 
two legitimate purposes: (i) to increase the minimum time period during which a Permitted Bid may remain 
outstanding in order to the give the board of directors of a target company sufficient time  to find an alternative to 
a takeover bid that would increase shareholder value; and (ii) to ensure that all shareholders are treated equally in 
the event of a bid for their company. 

Recent changes to take-over bid regulation under National Instrument 62-104 Take-Over Bids and Issuer Bids, have 
codified a number of key provisions that ISS has long required in order to support a shareholder rights plan. As 
well, new regulation has established a 105-day minimum bid deposit period, with board discretion to reduce this 
period in certain circumstances but in no event to less than 35 days. 

Elimination of board discretion to interpret the key elements of the plan was critical to this evolution. Definitions 
of Acquiring Person, Beneficial Ownership, Affiliates, Associates and Acting Jointly or in Concert are the terms that 
set out the who, how, and when of a triggering event. These definitions in early poison pills contained repetitive, 
circular, and duplicative layering of similar terms which created confusion and made interpretation difficult. 
Directors were given broad discretion to interpret the terms of a rights plan to determine when it was triggered, or 
in other words, whether a takeover bid could proceed. This, in turn, created enough uncertainty for bidders or 
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potential purchasers to effectively discourage non-board negotiated transactions. It can be seen how the early 
poison pill became synonymous with board and management entrenchment. 

“New generation” rights plans have therefore been drafted to remove repetitive and duplicative elements along 
with language that gives the board discretion to interpret the terms of the plan. Also absent from “new 
generation” plans are references to similar definitions in regulation. Definitions found in various regulations often 
contain repetitive elements, but more importantly they cross-reference other definitions in regulation that are 
unacceptable to and not intended to serve the same purpose as those found in a "new generation" rights plan.  

A number of other definitions are relevant to the key definitions mentioned above and are therefore equally 
scrutinized. Exemptions under the definition of Acquiring Person, for example, such as Exempt Acquisitions and 
Pro Rata Acquisitions, are sometimes inappropriately drafted to permit acquisitions that should trigger a rights 
plan. In order for an acquisition to be pro rata, the definition must ensure that a person may not, by any means, 
acquire a greater percentage of the shares outstanding than the percentage owned immediately prior to the 
acquisition. It should also be noted that "new generation" rights plans are premised on the acquisition of common 
shares and ownership at law or in equity. Therefore, references to the voting of securities (a.k.a. "voting pills") 
which may have a chilling effect on shareholder initiatives relating to the voting of shares on corporate governance 
matters, or the extension of beneficial ownership to encompass derivative securities that may result in deemed 
beneficial ownership of securities that a person has no right to acquire goes beyond the acceptable purpose of a 
rights plan. 

Equally important to the acceptability of a shareholder rights plan is the treatment of institutional investors who 
have a fiduciary duty to carry out corporate governance activities in the best interests of the beneficial owners of 
the investments that they oversee. These institutional investors should not trigger a rights plan through their 
investment and corporate governance activities, including the voting of shares, for the accounts of others. The 
definition of Independent Shareholders should make absolutely clear these institutional investors acting in a 
fiduciary capacity for the accounts of others are independent for purposes of approving a takeover bid or other 
similar transaction, as well as approving future amendments to the rights plan. 

Probably one of the most important and most contentious definitions in a shareholder rights plan is that of a 
Permitted Bid. ISS guidelines provide that an acceptable Permitted Bid definition must permit partial bids. 
Canadian takeover bid legislation is premised on the ability of shareholders to make the determination of the 
acceptability of any bid for their shares, partial or otherwise, provided that it complies with regulatory 
requirements. In the event that a partial bid is accepted by shareholders, regulation requires that their shares be 
taken up on a pro rata basis. Shareholders of a company may welcome the addition of a significant new 
shareholder for a number of reasons.  

Also, unacceptable to the purpose of a rights plan is the inclusion of a "Shareholder Endorsed Insider Bid" (SEIB) 
provision which would allow an "Insider" and parties acting jointly or in concert with an Insider an additional less 
rigorous avenue to proceed with a take-over bid without triggering the rights plan, in addition to making a 
Permitted Bid or proceeding with board approval. The SEIB provision allows Insiders the ability to take advantage 
of a less stringent bid provision that is not offered to other bidders who must make a Permitted Bid or negotiate 
with the board for support. 

Finally, a "new generation” rights plan must contain an exemption for lockup agreements and the definition of a 
permitted lockup agreement must strike the proper balance so as not to discourage either (i) the potential for a 
bidder to lock up a significant shareholder and thus give some comfort of a certain degree of success, or (ii) the 
potential for competitive bids offering a greater consideration and which would also necessitate a locked up 
person be able to withdraw the locked up shares from the first bid in order to support the higher competing bid. 

New generation rights plans have been limited to achieving the two purposes identified here. The adoption of 
National Instrument 62-104 now ensures that a board has ample time to consider a take-over bid and to find a 
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superior alternative transaction that maximizes shareholder value. However, "new generation" shareholder rights 
plans will continue to serve an important purpose because they ensure that shareholders are treated equally in a 
control transaction by precluding creeping acquisitions or the acquisition of a control block through private 
agreements between a few large shareholders. 

 

Reincorporation Proposals  

 
General Recommendation: Vote case-by-case on proposals to change a company's jurisdiction of incorporation 

taking into account: 
 

› Financial and corporate governance concerns, including: the reasons for reincorporating, a comparison of the 
governance provisions, and a comparison of the jurisdictional laws.  

Generally vote for reincorporation when: 

› Positive financial factors outweigh negative governance implications; or 
› Governance implications are positive. 

Generally vote against reincorporation if business implications are secondary to negative governance implications. 

Supermajority Vote Requirements 

 
General Recommendation: Vote against proposals to require a supermajority shareholder vote at a level above that 

required by statute. 

Generally vote for proposals to lower supermajority vote requirements. 

4. CAPITAL/RESTRUCTURING 

Mergers and Corporate Restructurings 

 
General Recommendation: For mergers and acquisitions, review and evaluate the merits and drawbacks of the 

proposed transaction, balancing the various and sometimes countervailing factors including: 

Valuation: Is the value to be received by the target shareholders (or paid by the acquirer) reasonable? While the 
fairness opinion may provide an initial starting point for assessing valuation reasonableness, emphasis is placed on 
the offer premium, market reaction and strategic rationale. 

Market Reaction: How has the market responded to the proposed deal? A negative market reaction should cause 
closer scrutiny of a deal. 

Strategic Rationale: Does the deal make sense strategically? From where is value derived? Cost and revenue 
synergies should not be overly aggressive or optimistic, but reasonably achievable. Management should also have 
a favourable track record of successful integration of historical acquisitions. 

Negotiations and Process: Were the terms of the transaction negotiated at arms-length? Was the process fair and 
equitable? A fair process helps to ensure the best price for shareholders. Significant negotiation “wins” can also 
signify the deal makers’ competency. The comprehensiveness of the sales process (e.g., full auction, partial 
auction, no auction) can also affect shareholder value. 
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Conflicts of Interest: Are insiders benefiting from the transaction disproportionately and inappropriately as 
compared to non-insider shareholders? As the result of potential conflicts, the directors and officers of the 
company may be more likely to vote to approve a merger than if they did not hold these interests. Consider 
whether these interests may have influenced these directors and officers to support or recommend the merger. 
The CIC figure presented in the “ISS Transaction Summary” section of this report is an aggregate figure that can in 
certain cases be a misleading indicator of the true value transfer from shareholders to insiders. Where such figure 
appears to be excessive, analyze the underlying assumptions to determine whether a potential conflict exists. 

Governance: Will the combined company have a better or worse governance profile than the current governance 
profiles of the respective parties to the transaction? If the governance profile is to change for the worse, the 
burden is on the company to prove that other issues (such as valuation) outweigh any deterioration in governance. 

Capital Structure 

Increases in Authorized Capital 

 
General Recommendation: Vote case-by-case on proposals to increase the number of shares of common stock 

authorized for issuance. Generally vote for proposals to approve increased authorized capital if:  
 

› A company's shares are in danger of being de-listed; or 
› A company's ability to continue to operate as a going concern is uncertain. 

Generally vote against proposals to approve unlimited capital authorization.  

Rationale: Canadian jurisdictions generally permit companies to have an unlimited authorized capital. ISS prefers 
to see companies with a fixed maximum limit on authorized capital, with at least 30 percent of the authorized 
stock issued and outstanding. Limited capital structures protect against excessive dilution and can be increased 
when needed with shareholder approval. 

Private Placement Issuances 

 
General Recommendation: Vote case-by-case on private placement issuances taking into account: 

 
› Whether other resolutions are bundled with the issuance;  
› Whether the rationale for the private placement issuance is disclosed; 
› Dilution to existing shareholders' position: 
› Issuance that represents no more than 30 percent of the company’s outstanding shares on a non-diluted basis 

is considered generally acceptable; 
› Discount/premium in issuance price to the unaffected share price before the announcement of the private 

placement; 
› Market reaction: The market's response to the proposed private placement since announcement; and 
› Other applicable factors, including conflict of interest, change in control/management, evaluation of other 

alternatives. 

Generally vote for the private placement issuance if it is expected that the company will file for bankruptcy if the 
transaction is not approved or the company's auditor/management has indicated that the company has going 
concern issues. 

Rationale: The TSX-V requires shareholder approval for private placements where: 
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› The issuance of the private placement shares would result in or be part of a transaction which would result in 
the creation of a new control person; or 

› The issuance of the private placement shares constitutes a related party transaction in the contect of Policy 
5.9. In this case, disinterested shareholder approval would be required. 

In addition, the TSX-V may require shareholder approval where the private placement appears to be undertaken as 
a defensive tactic to a takeover bid. 

Allowable discounts for private placements not requiring shareholder approval are as follows: 

Market Price Maximum Discount 

$0.50 or less 25% 

$0.51 to $2.00 20% 

Above $2.00 15% 

In instances where a company will file for bankruptcy if the transaction is not approved or where a company has 
going concern issues, the urgent need for financing will generally override the other criteria under examination. In 
instances where the transaction is required for other financing purposes, the other criteria will be examined on a 
case-by-case basis. 

Blank Cheque Preferred Stock 

 
General Recommendation: Vote against proposals to create unlimited blank cheque preferred shares or increase 

blank cheque preferred shares where: 
 

› The shares carry unspecified rights, restrictions, and terms; or 
› The company does not specify the purpose for the creation or increase of such shares; 

Generally vote for proposals to create a reasonably limited6 number of preferred shares where both of the 
following apply: 

› The company has stated in writing and publicly disclosed that the shares will not be used for antitakeover 
purposes; and 

› The voting, conversion, and other rights, restrictions and terms of such stock where specified in the articles 
and are reasonable. 

Dual-class Stock 

 
General Recommendation: Vote against proposals to create a new class of common stock that will create a class of 

common shareholders with diminished or superior voting rights. 

---------------------- 
6 Institutional investors have indicated low tolerance for dilutive preferred share issuances. Therefore, if the authorized preferreds may be 
assigned conversion rights or voting rights when issued, the authorization should be limited to no more than 20 percent of the outstanding 
common shares as of record date. If the preferred share authorization proposal prohibits the assignment of conversion, voting or any other 
right attached which could dilute or negatively impact the common shares or the rights of common shareholders when such preferred shares 
are issued, a maximum authorization limit of 50 percent of the outstanding common shares as of record date may be supported taking into 
account the stated purpose for the authorization and other details of the proposal. 
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The following is an exceptional set of circumstances under which ISS would generally support a dual class capital 
structure. Such a structure must meet all of the following criteria: 

› It is required due to foreign ownership restrictions and financing is required to be done out of country7; 
› It is not designed to preserve the voting power of an insider or significant shareholder; 
› The subordinate class may elect some board nominees; 
› There is a sunset provision; and 
› There is a coattail provision that places a prohibition on any change in control transaction without approval of 

the subordinate class shareholders. 

Escrow Agreements 

 
General Recommendation: Vote against an amendment to an existing escrow agreement where the company is 

proposing to delete all performance-based release requirements in favour of time-driven release requirements. 

Rationale: On going public, certain insiders of smaller issuers must place a portion of their shares in escrow. The 
primary objective of holding shares in escrow is to ensure that the key principals of a company continue their 
interest and involvement in the company for a reasonable period after public listing. 

  

---------------------- 
7 The company has disclosed that it has requested to have its shares listed for trading on a non-Canadian stock exchange. 
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5. COMPENSATION 

Advisory Vote on Executive Compensation (Say-on-Pay) Management 

Proposals 

The following policy approach will apply to any Say on Pay resolution adopted by a TSXV company. 

 
General Recommendation: Vote case-by-case on management proposals for an advisory shareholder vote on 

executive compensation (Management Say-on-Pay proposals or MSOPs). 

Vote against MSOP proposals, withhold for compensation committee members (or, in rare cases where the full 
board is deemed responsible, all directors including the CEO), and/or against an equity-based incentive plan 
proposal if: 

› There is a significant misalignment between CEO pay and company performance (pay for performance); 
› The company maintains significant problematic pay practices; or 
› The board exhibits a significant level of poor communication and responsiveness to shareholders. 

Primary Evaluation Factors for Executive Pay 

Pay for Performance: 

› Rationale for determining compensation (e.g., why certain elements and pay targets are used, how they are 
used in relation to the company’s business strategy, and specific incentive plan goals, especially retrospective 
goals) and linkage of compensation to long-term performance;  

› Evaluation of peer group benchmarking used to set target pay or award opportunities; 
› Analysis of company performance and executive pay trends over time, taking into account ISS' Pay for 

Performance policy; 
› Mix of fixed versus variable and performance versus non-performance-based pay. 

Pay Practices: 

› Assessment of compensation components included in the Problematic Pay Practices policy such as: perks, 
severance packages, employee loans, supplemental executive pension plans, internal pay disparity, and equity 
plan practices (including option backdating, repricing, option exchanges, or cancellations/surrenders and re-
grants, etc.); 

› Existence of measures that discourage excessive risk taking which include but are not limited to: clawbacks, 
holdbacks, stock ownership requirements, deferred compensation practices, etc. 

Board Communications and Responsiveness:  

› Clarity of disclosure (e.g., whether the company’s Form 51-102F6 disclosure provides timely, accurate, 
complete and clear information about compensation practices in both tabular format and narrative 
discussion); 

› Assessment of board’s responsiveness to investor concerns on compensation issues (e.g., whether the 
company engaged with shareholders and / or responded to majority-supported shareholder proposals relating 
to executive pay). 

Voting Alternatives 
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In general, the MSOP is the primary focus of voting on executive pay practices; dissatisfaction with compensation 
practices can be expressed by voting against an MSOP rather than withholding or voting against the compensation 
committee. If, however, there is no MSOP on the ballot, then the negative vote will apply to members of the 
compensation committee. In addition, in egregious cases or if the board fails to respond to concerns raised by a 
prior MSOP proposal, vote withhold or against compensation committee members (or, if the full board is deemed 
accountable, all directors). If the negative factors involve equity-based compensation, then vote against an equity-
based plan proposal presented for shareholder approval. 

Pay for Performance Evaluation 

This policy will be applied for all MSOP resolutions. 

On a case-by-case basis, ISS will evaluate the alignment of the CEO's total compensation with company 
performance over time, focusing particularly on companies that have underperformed their peers over a sustained 
period. From a shareholder's perspective, performance is predominantly gauged by the company's share price 
performance over time. Even when financial or operational measures are used as the basis for incentive awards, 
the achievement related to these measures should ultimately translate into superior shareholder returns in the 
long term. 

 
General Recommendation: Vote against MSOP proposals and/or vote withhold for compensation committee 

members (or, in rare cases where the full board is deemed responsible, all directors including the CEO) and/or 
against an equity-based incentive plan proposal if: 

 
› There is significant long-term misalignment between CEO pay and company performance. 

The determination of long-term pay for performance alignment is a two-step process: step one is a quantitative 
screen, which includes a relative and absolute analysis on pay for performance, and step two is a qualitative 
assessment of the CEO's pay and company performance. A pay for performance disconnect will be determined as 
follows: 

Step I: Quantitative Screen 

Relative: 

1. The Relative Degree of Alignment (RDA) is the difference between the company's annualized TSR rank and the 
CEO's annualized total pay rank within a peer group8, each measured over a three-year period or less if pay or 
performance data is unavailable for the full three years; 

2. The Financial Performance Assessment (FPA) is the ranking of CEO total pay and company financial 
performance within a peer group, each measured over a three-year period;  

3. Multiple of Median (MOM) is the total compensation in the last reported fiscal year relative to the median 
compensation of the peer group; and 

---------------------- 
8 The peer group is generally comprised of 11-24 companies using following criteria:  

The GICS industry classification of the subject company; 
The GICS industry classification of the company's disclosed pay benchmarking peers; 
› Size constraints for revenue between 0.25X and 4X the subject company's size (or assets for certain financial companies) 

and market value utilizing four market cap "buckets" (micro, small, mid and large);; 
› The following order is used for GICS industry group peer selection (8-digit, 6-digit, 4-digit, or 2-digit) while pushing the 

subject company's size closer to the median of the peer group. 
› Please refer to ISS' Canadian Compensation FAQ for further details. 

In exceptional cases, peer groups may be determined on a customized basis. 

    
  

790



 Canada Proxy Voting Guidelines for Venture-Listed Companies 

Enabling the financial community to manage governance risk for the benefit of shareholders. 

© 2018 ISS | Institutional Shareholder Services  29 of 36 

Absolute: 

4. The CEO pay-to-TSR Alignment (PTA) over the prior five fiscal years, i.e., the difference between absolute pay 
changes and absolute TSR changes during the prior five-year period (or less as company disclosure permits). 

Step II: Qualitative Analysis 

Companies identified by the methodology as having potential P4P misalignment will receive a qualitative 
assessment to determine the ultimate recommendation, considering a range of case-by-case factors which may 
include: 

› The ratio of performance- to time-based equity grants and the overall mix of performance-based compensation 
relative to total compensation (considering whether the ratio is more than 50 percent); standard time-vested stock 
options and restricted shares are not considered to be performance-based for this consideration; 
› The quality of disclosure and appropriateness of the performance measure(s) and goal(s) utilized, so that 

shareholders can assess the rigor of the performance program. The use of non-GAAP financial metrics also 
makes it challenging for shareholders to ascertain the rigor of the program as shareholders often cannot tell 
the type of adjustments being made and if the adjustments were made consistently. Complete and 
transparent disclosure helps shareholders to better understand the company’s pay for performance linkage; 

› The trend in other financial metrics, such as growth in revenue, earnings, return measures such as ROE, ROA, 
ROIC, etc.; 

› The use of discretionary out of plan payments or awards and the rationale provided as well as frequency of 
such payments or awards; 

› The trend considering prior years' P4P concern; 
› Extraordinary situation due to a new CEO in the last reported FY;9 and 
› Any other factors deemed relevant. 

 
› Rationale: The two part methodology is a combination of quantitative and qualitative factors that more 

effectively drive a case-by-case evaluation. Please refer to the latest version of the Canadian Compensation 
Policy FAQ for a more detailed discussion of ISS' quantitative pay-for-performance screen and peer group 
construction methodology. 

 

Problematic Pay Practices 

 
General Recommendation: Vote against MSOP resolutions and/or vote withhold for compensation committee 

members if the company has significant problematic compensation practices. Generally vote against equity plans if 
the plan is a vehicle for problematic compensation practices. 

 
Generally vote based on the preponderance of problematic elements; however, certain adverse practices may 
warrant withhold or against votes on a stand-alone basis in particularly egregious cases. The following practices, 
while not an exhaustive list, are examples of problematic compensation practices that may warrant an against or 
withhold vote 

 
 

Poor disclosure practices:  

---------------------- 
9 Note that the longer-term emphasis of the methodology alleviates concern about impact of CEO turnover. Thus, except in 
extenuating circumstances, a "new" CEO will not exempt the company from consideration under the methodology since the 
compensation committee is also accountable when a company is compelled to significantly "overpay" for new leadership due to 
prior poor performance. 
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› General omission of timely information necessary to understand the rationale for compensation setting 
process and outcomes, or omission of material contracts, agreements or shareholder disclosure documents;  

New CEO with overly generous new hire package:  
› Excessive “make whole” provisions;  
› Any of the problematic pay practices listed in this policy; 
Egregious employment contracts:  
› Contracts containing multiyear guarantees for salary increases, bonuses, or equity compensation;  
Employee Loans:  
› Interest free or low interest loans extended by the company to employees for the purpose of exercising 

options or acquiring equity to meet holding requirements or as compensation; 
Excessive severance and/or change-in-control provisions:  
› Inclusion of excessive change-in-control or severance payments, especially those with a multiple in excess of 

2X cash pay (salary + bonus);  
› Severance paid for a “performance termination” (i.e., due to the executive’s failure to perform job functions at 

the appropriate level);  
› Employment or severance agreements that provide for modified single triggers, under which an executive may 

voluntarily leave following a change in control without cause and still receive the severance package;  
› Perquisites for former executives such as car allowance, personal use of corporate aircraft, or other 

inappropriate arrangements; 
› Change-in-control payouts without loss of job or substantial diminution of job duties (single-triggered); 
Abnormally large bonus payouts without justifiable performance linkage or proper disclosure:  
› Performance metrics that are changed, canceled, or replaced during the performance period without 

adequate explanation of the action and the link to performance;  
Egregious pension/SERP (supplemental executive retirement plan) payouts:  
› Inclusion of performance-based equity awards in the pension calculation;  
› Inclusion of target (unearned) or excessive bonus amounts in the pension calculation;  
› Addition of extra years of service credited without compelling rationale;  
› No absolute limit on SERP annual pension benefits (any limit should be expressed as a dollar value); 
› No reduction in benefits on a pro-rata basis in the case of early retirement; 
Excessive perks:  
› Overly generous cost and/or reimbursement of taxes for personal use of corporate aircraft, personal security 

systems maintenance and/or installation, car allowances, and/or other excessive arrangements relative to 
base salary;  

Payment of dividends on performance awards:  
› Performance award grants for which dividends are paid during the period before the performance criteria or 

goals have been achieved, and therefore not yet earned;  
Problematic option granting practices: 
› Backdating options (i.e. retroactively setting a stock option’s exercise price lower than the prevailing market 

value at the grant date); 
› Springloading options (i.e. timing the grant of options to effectively guarantee an increase in share price 

shortly after the grant date); 
› Cancellation and subsequent re-grant of options; 
Internal Pay Disparity:  
› Excessive differential between CEO total pay and that of next highest-paid named executive officer (NEO); 
Absence of pay practices that discourage excessive risk taking:  
› These provisions include but are not limited to: clawbacks, holdbacks, stock ownership requirements, deferred 

bonus and equity award compensation practices, etc.; 
› Financial institutions will be expected to have adopted or at least addressed the provisions listed above in 

accordance with the Financial Stability Board’s (FSB) Compensation Practices and standards for financial 
companies;  

Other excessive compensation payouts or problematic pay practices at the company. 
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Rationale: Shareholders are not generally permitted to vote on provisions such as change-in-control provisions or 
the ability of an issuer to extend loans to employees to exercise stock options, for example, when reviewing 
equity-based compensation plan proposals. Nor do shareholders in Canada have the ability to approve 
employment agreements, severance agreements, or pensions; however, these types of provisions, agreements, 
and contractual obligations continue to raise shareholder concerns. Therefore, ISS will review disclosure related to 
the various components of executive compensation and may recommend withholding from the compensation 
committee or against an equity plan proposal if compensation practices are unacceptable from a corporate 
governance perspective. 

Board Communications and Responsiveness 

 
General Recommendation: Consider the following on a case-by-case basis when evaluating ballot items related to 

executive pay: 
 

› Poor disclosure practices, including: insufficient disclosure to explain the pay setting process for the CEO and 
how CEO pay is linked to company performance and shareholder return; lack of disclosure of performance 
metrics and their impact on incentive payouts; no disclosure of rationale related to the use of board discretion 
when compensation is increased or performance criteria or metrics are changed resulting in greater amounts 
paid than that supported by previously established goals. 

› Board's responsiveness to investor input and engagement on compensation issues, including: 
› Failure to respond to majority-supported shareholder proposals on executive pay topics; 
› Failure to respond to concerns raised in connection with significant opposition to MSOP proposals; 
› Failure to respond to the company's previous say-on-pay proposal that received support of less than 70 

percent of the votes cast taking into account the ownership structure of the company. 

Examples of board response include, but are not limited to: disclosure of engagement efforts regarding the issues 
that contributed to the low level of support, specific actions taken to address the issues that contributed to the 
low level of support, and more rationale on pay practices. 

Equity-Based Compensation Plans  

 
General Recommendation: Vote on a case-by-case basis on share-based compensation plans. Generally vote against 

an equity compensation plan proposal if: 
 

› The basic dilution (i.e. not including warrants or shares reserved for equity compensation) represented by all 
equity compensation plans is greater than 10 percent;  

› The average annual burn rate is greater than 5 percent per year (generally averaged over most recent three-
year period and rounded to nearest whole number for policy application purposes); 

› The plan expressly permits the repricing of options without shareholder approval and the company has 
repriced options within the past three years. 

Plan Amendment Provisions 

 
General Recommendation: Vote against a proposal to adopt or amend plan amendment provisions where 

shareholder approval is not required for the following types of amendments under any share-based compensation 
arrangement, whether or not such approval is required under current regulatory rules: 

 
› Any increase in the number of shares reserved for issuance under a plan or plan maximum; 
› Any reduction in exercise price or cancellation and reissue of options or other entitlements; 
› Any amendment that extends the term of options beyond the original expiry; 
› Any amendment which would permit options granted under the Plan to be transferable or assignable other 

than for normal estate settlement purposes; and 
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› Amendments to the plan amendment provisions. 

Rationale: Although the changes affected by the TSX related to Plan Amendment Provisions do not apply to 
Venture issuers, some Venture issuers continue to submit Plan Amendment Provisions for shareholder approval. In 
the event that shareholders are asked to vote on such a proposal, ISS uses substantially the same guidelines as 
those developed for TSX issuers which can be found with a more complete explanation in the ISS Canadian Proxy 
Voting Guidelines for TSX-Listed Companies. Because Venture issuers are not required to adopt detailed plan 
amendment provisions, these guidelines will not result in a vote against an equity-based compensation plan if the 
plan meets the dilution and burn rate guidelines noted above. 

Any proposal to increase the maximum number of shares reserved under a plan requires specific shareholder 
approval for the increase even if the plan includes a shareholder-approved general amendment procedure 
permitting increases to such maximum numbers. 

From a corporate governance viewpoint, the practice of repricing any outstanding options is unacceptable, and 
this view is not limited to only those options held by insiders. ISS has for many years recommended against any 
repricing of outstanding options. The rationale for these recommendations is based on the original purpose of 
stock options as at-risk, incentive compensation that is meant to align the interests of option-holders with those of 
shareholders. Options have, however, come to be viewed as a sort of substitute currency that may be used to 
compensate service providers and consultants. It may be questionable to expect that outsiders, who have no 
direct impact on the business operations of a company, can, through their relationships with the company, 
contribute in any meaningful way to an increase in shareholder value. The use of stock options may be viewed as 
inappropriate for this purpose and not an acceptable justification for repricing any outstanding options when 
shareholders must suffer the consequences of a downturn in share price. 

The ability of plan participants to assign options by means of Option Transfer Programs or any other similar 
program which results in option holders receiving value for underwater options when shareholders must suffer the 
consequences of declining share prices does not align the interests of option holders with those of shareholders 
and removes the intended incentive to increase share price which was originally approved by shareholders. 

Repricing Proposals 

 
General Recommendation: Vote against management proposals to reprice outstanding options. The following and 

any other adjustments that can be reasonably considered repricing will generally not be supported: reduction in 
exercise price or purchase price, extension of term for outstanding options, cancellation and reissuance of options, 
substitution of outstanding options with other awards or cash. 

Rationale: Canadian institutional investors have long opposed option repricing. Market deterioration is not an 
acceptable reason for companies to reprice stock options. 

The extension of option terms is also unacceptable. Options are not meant to be a no-risk proposition and may 
lose their incentive value if the term can be extended when the share price dips below the exercise price. 
Shareholders approve option grants on the basis that recipients have a finite period during which to increase 
shareholder value, typically five to ten years. As a company would not shorten the term of an option to rein in 
compensation during, for example, a profitable bull market run, it is not expected to extend the term during a 
market downturn when shareholders suffer a decrease in shareholder value. 
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Other Compensation Plans 

Venture issuers tend to rely heavily on stock option plans as an alternative to cash compensation. In the event that 
a Venture issuer has an Employee Stock Purchase Plan or Deferred Share Unit Plan, we have included the following 
guidelines which are substantially similar to those for TSX listed issuers. 

Employee Stock Purchase Plans (ESPPs, ESOPs) 

Venture companies do not usually implement these kinds of plans. In the event that shareholders are asked to 
approve a share purchase plan, votes should be determined on a case-by-case basis. 

 
General Recommendation: Vote for broadly based (preferably all employees of the company with the exclusion of 

individuals with 5 percent or more beneficial ownership of the company) employee stock purchase plans where all 
of the following apply: 

 
› Reasonable limit on employee contribution (may be expressed as a fixed dollar amount or as a percentage of 

base salary excluding bonus, commissions and special compensation); 
› Employer contribution of up to 25 percent of employee contribution and no purchase price discount; 
› Purchase price is at least 80 percent of fair market value with no employer contribution; 
› Potential dilution together with all other equity-based plans is ten percent of outstanding common shares or 

less; and 
› The Plan Amendment Provision requires shareholder approval for amendments to: 

› The number of shares reserved for the plan; 
› The allowable purchase price discount; 
› The employer matching contribution amount. 

Treasury funded ESPPs, as well as market purchase funded ESPPs requesting shareholder approval, will be 
considered to be incentive based compensation if the employer match is greater than 25 percent of the employee 
contribution. 

ESPPs that require the authorization of treasury shares for issuance in payment of the deferred units would be 
evaluated on a dilution, eligibility and administration basis. 

Management Deferred Share Unit (DSU) Plans 

 
General Recommendation: Vote for deferred compensation plans if:  

 
› Potential dilution together with all other equity-based compensation is 10 percent of the outstanding 

common shares or less; 
› The average annual burn rate is no more than 5 percent per year (generally averaged over most recent three-

year period and rounded to the nearest whole number for policy application purposes). 
 

Non-Employee Director (NED) Deferred Share Unit (DSU) Plans 

 
General Recommendation: Vote for a NED deferred compensation plan if: 

 
› DSUs may ONLY be granted in lieu of cash fees on a value for value basis (no discretionary or other grants are 

permitted), and 
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› Potential dilution together with all other equity-based compensation is 10 percent of the outstanding 
common shares or less. 

 

 
General Recommendation: Vote for NED deferred compensation plans that permit discretionary grants or a 

company match or top-up provision (not ONLY in lieu of cash fees) if: 
 

› Potential dilution together with all other equity-based compensation is 10 percent of the outstanding 
common shares or less; 

› The average annual burn rate is no more than 5 percent per year (generally averaged over most recent three-
year period and rounded to the nearest whole number for policy application purposes) 

 

In the case of Director DSU plans, other elements of director compensation to evaluate in conjunction with DSU 
plan proposals include: 

› The mix of remuneration between cash and equity; 
› Other forms of equity-based compensation, i.e. stock options, restricted stock; and  
› Vesting schedule or mandatory deferral period. 

Rationale: Deferred compensation arrangements generally encourage share ownership in the company and are 
usually designed to compensate outside directors by granting share awards that are held for a period of time 
before payment or settlement thus aligning their interests with the long-term interests of shareholders, and by 
allowing them the opportunity to take all or a portion of their annual retainer in the form of deferred units. 

Shareholder Proposals on Compensation 

 
General Recommendation: Vote on a case-by-case basis for shareholder proposals targeting executive and director 

pay, taking into account: 
 

› The target company’s performance, absolute and relative pay levels as well as the wording of the proposal 
itself. 

Vote for shareholder proposals requesting that the exercise of some, but not all stock options be tied to the 
achievement of performance hurdles.  
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6. SOCIAL/ENVIRONMENTAL ISSUES 

Global Approach 

Issues covered under the policy include a wide range of topics, including consumer and product safety, 
environment and energy, labor standards and human rights, workplace and board diversity, and corporate political 
issues. While a variety of factors goes into each analysis, the overall principle guiding all vote recommendations 
focuses on how the proposal may enhance or protect shareholder value in either the short term or long term. 

 
General Recommendation: Generally vote case-by-case, examining primarily whether implementation of 
the proposal is likely to enhance or protect shareholder value. The following factors will be considered: 

 
› If the issues presented in the proposal are more appropriately or effectively dealt with through legislation or 

government regulation;  
› If the company has already responded in an appropriate and sufficient manner to the issue(s) raised in the 

proposal;  
› Whether the proposal's request is unduly burdensome (scope or timeframe) or overly prescriptive; 
› The company's approach compared with any industry standard practices for addressing the issue(s) raised by 

the proposal; 
› Whether there are significant controversies, fines, penalties, or litigation associated with the company's 

environmental or social practices; 
› If the proposal requests increased disclosure or greater transparency, whether reasonable and sufficient 

information is currently available to shareholders from the company or from other publicly available sources; 
and  

› If the proposal requests increased disclosure or greater transparency, whether implementation would reveal 
proprietary or confidential information that could place the company at a competitive disadvantage. 
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This document and all of the information contained in it, including without limitation all text, data, graphs, and charts 
(collectively, the "Information") is the property of Institutional Shareholder Services Inc. (ISS), its subsidiaries, or, in 
some cases third party suppliers.  

The Information has not been submitted to, nor received approval from, the United States Securities and Exchange 
Commission or any other regulatory body. None of the Information constitutes an offer to sell (or a solicitation of an 
offer to buy), or a promotion or recommendation of, any security, financial product or other investment vehicle or 
any trading strategy, and ISS does not endorse, approve, or otherwise express any opinion regarding any issuer, 
securities, financial products or instruments or trading strategies.  

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information.  

ISS MAKES NO EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION AND 
EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED WARRANTIES 
OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY, AND FITNESS 
for A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION.  

Without limiting any of the foregoing and to the maximum extent permitted by law, in no event shall ISS have any 
liability regarding any of the Information for any direct, indirect, special, punitive, consequential (including lost 
profits), or any other damages even if notified of the possibility of such damages. The foregoing shall not exclude or 
limit any liability that may not by applicable law be excluded or limited. 

 

 

The Global Leader In Corporate Governance 

www.issgovernance.com 
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Introduction 

Since 2004, the Canadian Coalition for Good Governance (CCGG) has prepared best practices documents for 

reporting issuers. These documents, including this “2018 Best Practices for Proxy Circular Disclosure” 

publication, provide examples of excellent disclosure by Canadian issuers in the area of corporate governance 

and executive compensation. 

Mission of CCGG 
The Members of the Canadian Coalition for Good Governance are Canadian institutional investors that together 

manage approximately $4 trillion in assets on behalf of pension fund contributors, mutual fund unit holders and 

other institutional and individual investors. CCGG promotes good governance practices in Canadian public 

companies and the improvement of the regulatory environment to best align the interests of boards and 

management with those of their shareholders and to promote the efficiency and effectiveness of the Canadian 

capital markets. 

A note on terminology 
In this document, any use of the term “company” refers broadly to any reporting issuer and likewise any use of 

the term “share” refers to any form of traded equity. 

Why proxy disclosure matters 
The proxy circular is the primary means for a board to communicate its corporate governance practices to the 

company’s shareholders. Shareholders expect the circular to articulate, in plain language, the governance 

practices and activities of the board, the qualifications of directors, and the issuer’s executive compensation 

programs. 

How to use this document 
We hope that issuers are familiar with and model their policies and behaviours based on the guidelines laid out 

in CCGG’s Building High Performance Boards, Executive Compensation Principles and other CCGG 

publications. This document gives life to our principles and provides inspiration for creating and disclosing good 

corporate governance practices. 

Feedback 
We value your feedback. Please feel free to send us best practices you have come across or other suggestions 

for improvement. 

You can reach us at aabid@ccgg.ca or 416-847-0525. 
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Governance Gavel Awards 

Established in 2005, CCGG’s Governance Gavel Awards recognize excellence in disclosure by issuers through 

their annual proxy circular. Awards are given for excellence in disclosure of board governance practices and 

executive compensation practices. CCGG also recognizes issuer disclosure in other categories on an ad hoc basis. 

Best Disclosure of Corporate Governance and Executive Compensation Practices 
In identifying nominees for a Governance Gavel award, CCGG considers those issuers with whom a board 

engagement was conducted during CCGG's most recent engagement season. CCGG members also may nominate 

an issuer for an award. 

In determining the winner, CCGG considers the overall quality of proxy circular disclosure and whether there is 

substantial alignment between an issuer’s governance and executive compensation practices and our 

expectations. Throughout this document, we provide examples of good disclosure of corporate governance and 

executive compensation practices. 

CCGG’s Governance Gavel award winner for 2018 is: 

 

Plain Language Disclosure 
Plain language is a form of communication that allows your intended audience to understand the information 

you are trying to convey the first time they read or hear it. In order to achieve effective disclosure, CCGG 

recommends that issuers disclose information in a manner that: 

 is easy to find 

 is easy to understand 

 is accurate and complete  

 includes context so that the information has meaning. 

Plain language does not mean that issuers should exclude complex information that shareholders require to 

make informed investment and proxy voting decisions. Rather, plain language means issuers should disclose all 

the information shareholders need in a manner that is understandable and user-friendly, regardless of its 

complexity.  
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Recommended Tools for Disclosure 

Companies should use plain language in their disclosure documents, but other tools also must be employed to 

give the document structure, ensure flow and communicate information meaningfully. 

Organize for understanding 

Organize the document in a manner that supports an understanding of the information it contains. Issuers 

should consider whether their disclosure documents are organized in a logical flow so that information 

continues to build upon itself, if applicable, and does not jump back and forth between different topics. 

Use descriptive headings 

Descriptive headings and subheadings allow readers to quickly find the information they are seeking and break 

up the document into more manageable pieces. 

Draw attention to key ideas 

Some effective disclosures by Canadian issuers provide summary overviews of each major section while others 

use highlight boxes to draw readers’ attention to the main ideas. For example, issuers should consider using a 

plain language ‘letter to shareholders’ from the chair of the board near the beginning of the circular 

summarizing the key ideas that the board wishes to relay to shareholders. 

Group related information 

Grouping related information helps readers better understand the overall message being conveyed and reduces 

redundancies in disclosure documents. Whenever possible, the reader should not be made to jump around to 

different sections to understand a single component of compensation.  

Introduce at a high level 

For disclosure of executive compensation plans, CCGG encourages boards to include a plain-language 

introduction to the CD&A section that provides a high-level overview of the board’s approach to executive 

compensation decision-making as well as any recent changes to its compensation program. 

Employ visual aids 

Use charts, tables or images to explain complicated or detailed information wherever appropriate. These visual 

aids can explain information more fully and easily than text alone and their use helps to divide the document 

into smaller pieces for easier reading.  

Avoid industry talk 

Avoid jargon that confuses the message. When it is necessary or best to use industry words or technical 

information, define or explain terms clearly. 
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New in 2018 

Proxy Circular disclosure of Environmental and Social (E&S) factors  

CCGG's recent publication The Directors’ E&S Guidebook reflects, among other things, heightened institutional 

investor focus on board oversight of E&S factors and the integration of E&S considerations into company 

strategy and risk management processes. Throughout this publication, we have attempted to highlight 

disclosure examples which demonstrate the board's understanding of the importance of E&S considerations. 

Use of adjusted financial performance measures in compensation structures 

CCGG has observed that many issuers use adjusted financial performance measures to make executive 

compensation decisions. In such cases, to the extent possible, we encourage boards to indicate the types of 

adjustments that may be made or have been made in the past to the most comparable GAAP financial measure 

in order to arrive at the adjusted financial performance measure used in the company’s executive compensation 

scheme. We also encourage issuers to discuss in their proxy circulars the efforts taken by the board to scrutinize 

and validate material adjustments made to the most comparable GAAP or IFRS figure in order to arrive at the 

adjusted financial performance used in the company’s executive compensation scheme. 

This year’s publication includes examples of the above recommendation. 

808

https://www.ccgg.ca/site/ccgg/assets/pdf/the_directors__e_s_guidebook.pdf


 

CCGG | Disclosure of Governance Practices 5 

 

2018 Best Practices 
for Proxy Circular Disclosure 

Disclosure of Governance Practices 

Proxy circulars should articulate a company’s governance practices clearly. This section provides examples of 

excellent disclosure in the following areas: 

Majority Voting ................................................................................................................................. 6 
Voting Results ................................................................................................................................... 7 
Director and Board Independence ................................................................................................. 10 
Director Interlocks .......................................................................................................................... 10 
Independence of the Board Chair .................................................................................................. 11 
Director Nominee Profiles .............................................................................................................. 12 
Board Composition, Skills, Diversity and Succession Planning ....................................................... 14 
Director Continuing Education ....................................................................................................... 19 
Director Compensation and Share Ownership ............................................................................... 20 
Board, Committee and Director Assessments ............................................................................... 22 
Executive Succession and Management Diversity ......................................................................... 23 
Strategic Planning Oversight .......................................................................................................... 25 
Risk Management Oversight .......................................................................................................... 26 
Shareholder Engagement ............................................................................................................... 29 
Chair’s Letter to Shareholders ........................................................................................................ 32 
Ongoing Relevance of a Dual Class Share Structure ...................................................................... 34 
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Majority Voting 

Industrial Alliance Insurance and Financial Services, 2018 Proxy Circular, page 19: 

(II) Majority Voting 

We have adopted a policy under which a nominee for election as a director for whom the 

number of votes withheld or abstentions exceeds the number of votes cast in his favour will be 

required to submit his or her resignation to the Board. Within ninety 90 days following the date 

of the Annual Meeting at which a director does not receive a majority of the votes cast, the 

Board, excluding the director who tendered his or her resignation, must decide if it will accept 

or refuse the director’s resignation. Barring exceptional circumstances, the Board will accept the 

resignation. The Company must promptly issue a news release announcing the Board’s decision. 

If the Board refuses the resignation, the reasons underlying this decision will be disclosed in the 

news release. Otherwise, the resignation will take effect upon its acceptance by the Board and 

the position will be filled in accordance with the Company’s By-Laws. This policy does not apply 

in contested elections. 

Discussion 

Industrial Alliance discloses a majority voting policy that is similar to the model form which CCGG has espoused 

since 2006 and that contains the following important elements: 

 directors with more votes withheld than in favour must submit resignations promptly, 

 the board must accept resignations except in exceptional circumstances, and 

 the board must announce its decision to either accept or reject the resignation in a press release within 

90 days, including reasons for not accepting the resignation, if applicable. 

Celestica Inc., 2018 Proxy Circular, page 7: 

Majority Voting Policy 

The Board has adopted a policy that requires, in an uncontested election of directors, that 

shareholders be able to vote in favour of, or to withhold from voting, separately for each 

director nominee. If, with respect to any particular nominee, other than the controlling 

shareholder or a representative of the controlling shareholder, the number of shares withheld 

from voting by shareholders other than the controlling shareholder and its associates exceeds 

the number of shares that are voted in favour of the nominee, by shareholders other than the 

controlling shareholder and its associates, then the Board shall determine, and in so doing shall 

give due weight to the rights of the controlling shareholder, whether to require the nominee to 

resign from the Board and, if so required, any such nominee shall immediately tender his or her 

resignation. A director who tenders a resignation pursuant to this policy will not participate in 

any meeting of the Board at which the resignation is considered. The Board shall determine 

whether to accept the resignation, which, if accepted, shall be effective immediately upon such 
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acceptance. The Board shall accept such resignation absent exceptional circumstances. Such a 

determination by the Board shall be made, and promptly announced by press release (a copy of 

which will be provided to the Toronto Stock Exchange (‘‘TSX’’)), within 90 days after the 

applicable shareholders’ meeting. If the Board determines not to accept a resignation, the press 

release will fully state the reasons for such decision […] 

Discussion 

Celestica is a dual class share company. The controlling shareholder, Onex Corporation, holds a voting interest 

equal to approximately 79%, while its economic interest is approximately 13%. Celestica’s majority voting policy 

is noteworthy, based on the fact that the test for determining whether an individual director has received 

majority support from shareholders excludes any votes cast by the controlling shareholder. It therefore reflects 

the views of Celestica’s public shareholders only. While CCGG would strongly prefer that a failure of Celestica’s 

Majority Voting test would trigger an automatic requirement for the director to tender his/her resignation (as 

opposed to leaving it to the discretion of the Board), the policy nonetheless places the onus on the Board of 

Directors to report back to shareholders on any decision it makes. 

Voting Results 

Emera Incorporated, 2018 Report of Voting Results:  
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Emera Incorporated, 2018 Proxy Circular, pages 6 & 37: 

 

Shareholder Engagement 

In keeping with our ongoing commitment to strong corporate governance practices, we held our 

annual “Say on Pay” advisory vote at our 2017 Annual General Meeting that allowed 

shareholders to indicate whether they were in agreement with Emera’s compensation practices 

and policies. Shareholders voted 97.9 per cent in favour of our approach to executive 

compensation. We will once again be presenting a “Say on Pay” non-binding advisory resolution 

at this year’s Annual General Meeting. 

Discussion: 

While voting results are filed separately from the management information circular, this information is 

important disclosure for shareholders. Detailed voting results for each individual motion should be disclosed 

immediately following the shareholder meeting. Emera disclosed detailed voting results immediately following 

its 2018 annual meeting of shareholders. 

CCGG believes that voting results on key matters should also be set out in the proxy circular. Emera, for 

example, includes in its proxy circular a summary of voting results in two important areas: individual director 

voting and Say on Pay. 
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Recipe Unlimited Corporation (formerly Cara Operations Limited), 2018 Report of Voting Results: 

 

Cogeco Communications Inc., 2018 Report of Voting Results: 

 

Discussion: 

When a dual class share company reports the results of director elections, in addition to disclosing the aggregate 

voting results the company also should disclose the voting results for subordinate voting shares separately. 

Recipe Unlimited and Cogeco Communications are dual class share companies that disclose voting results not 

only on an aggregate basis but also for subordinate voting shares. 
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Director and Board Independence 

BCE Inc., 2018 Proxy Circular, page 21 & 28: 

  

Discussion 

BCE uses a table to identify clearly which directors are independent and why certain directors are not classified 

as independent. More than 2/3rd of BCE’s board is comprised of independent directors. 

To promote independent functioning, CCGG recommends that a portion of each board meeting be held in-

camera -- a session of independent directors only. BCE meets this expectation as well. 

Director Interlocks 

Bank of Montreal, 2018 Proxy Circular, page 38: 

Board Interlocks and Outside Board Memberships 

The Governance and Nominating Committee monitors the outside boards on which our 

directors serve to determine if there are circumstances that would impact a director’s ability to 

exercise independent judgment and to confirm each director has enough time to fulfill his or her 

commitments to us. An interlock occurs when two or more Board members are also fellow 

board members of another public company. The Board has adopted a policy that no more than 

two directors may serve on the same public company board without the prior consent of the 

Governance and Nominating Committee. In considering whether or not to permit more than 

two directors to serve on the same board, that committee takes into account all relevant 

considerations including, in particular, the total number of Board interlocks at that time. 
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The only Board interlock is between George Cope and Sophie Brochu, who are both directors of 

Bell Canada and its parent, BCE Inc. The Board has determined this relationship does not impair 

the exercise of independent judgment by these Board members. 

Discussion 

Boards should limit the number of director interlocks. BMO discloses its policy on director interlocks and 

indicates which of its board members also serve together on the boards of other public companies. BMO also 

presents the board’s opinion on existing interlocks. 

Independence of the Board Chair 

Emera Incorporated, 2018 Proxy Circular, page 26: 

Independent Chair  

Ms. Sheppard, the Chair of the Board, is an independent Director. The Articles of Association of 

the Company require that the Chair of the Board and the President and CEO be separate 

individuals. 

Discussion 

The position of Board Chair should be separate from the CEO. Additionally, the Chair should be independent of a 

company’s management team. Emera has split the roles of CEO and Board Chair and has appointed an 

independent Board Chair. 

Thomson Reuters, 2018 Proxy Circular, page 28: 

Lead Independent Director 

Vance Opperman is the board’s Lead Independent Director. Among other things, responsibilities 

of our Lead Independent Director include chairing meetings of the independent directors; in 

consultation with the Chairman, Deputy Chairman and CEO, approving meeting agendas for the 

board; as requested, advising the CEO on the quality, quantity, appropriateness and timeliness 

of information sent by management to the board; and being available for consultation with the 

other independent directors as required.  

Discussion 

The controlling shareholder of Thomson Reuters owns more than 50% of the common shares. In such cases, it is 

acceptable for the Chair to be a “related director” as defined in the CCGG publication Governance Differences 

of Equity Controlled Corporations if the board appoints an independent lead director. Thomson Reuters’ Chair 

represents the controlling shareholder and, therefore, is a “related director”. However, the company has 

appointed a Lead Independent Director. 
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Director Nominee Profiles 

Emera Incorporated, 2018 Proxy Circular, page 18: 

 

Discussion 

Director profiles provide shareholders with detailed information about the individuals being nominated to sit on 

the board. Emera’s circular not only presents each director’s profile but also explains why each director’s 

experiences are relevant to the Emera board.  

The following example taken from the circular of Martinrea International also provides a good description of 

how each director’s experiences add value to the Martinrea board.  
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Martinrea International Inc., 2018 Proxy Circular, page 12: 
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Board Composition, Skills, Diversity and Succession Planning 

TELUS Corporation, 2018 Proxy Circular, page 25: 

Board and committee succession planning 

In 2017, the Corporate Governance Committee continued its efforts to recruit additional 

directors as part of its succession planning for the Board, resulting in the recruitment of three 

new directors. We are actively seeking to add another female director to our Board before the 

end of 2018. 

Our newest Board member, Marc Parent, President and CEO of CAE Inc., was appointed to the 

Board on November 7, 2017. Marc has significant strategic expertise and technology knowledge, 

as well as experience in executive compensation and HR. His expertise and experience are 

aligned with our need for those skills and his roots in Quebec are aligned with our goal to attain 

greater representation in that province. 

Our two other new directors, Kathy Kinloch and Claude Mongeau, were elected by our 

Shareholders at our 2017 annual meeting. 

Kathy is the President of the B.C. Institute of Technology. She has considerable expertise and 

experience in the healthcare sector, an industry in which the Company has significant 

investments and plans for future development. Kathy also has very strong connections to the 

community in British Columbia, which is aligned with our community interests and goals in that 

province. 

Claude is the former President and CEO of Canadian National Railway Company. He brings 

significant strategic expertise and operational experience in key markets, as well as expertise in 

finance, governance, and government and regulatory affairs. 

The nomination and appointment of these three individuals over the past year aligns with the 

prioritized skills and attributes that the Corporate Governance Committee identified early in 

2016, which include technology and/or industry knowledge, retail experience, geographic 

representation in Western Canada and Quebec, and gender diversity. The Corporate 

Governance Committee continues to review and assess the skills gaps and priorities of the Board 

when it reviews its list of director candidates. 

The Corporate Governance Committee also continued the implementation of its committee 

chair succession process in 2017. This resulted in Mary Jo Haddad joining the Human Resources 

and Compensation Committee in May 2016, with a view to becoming Chair of that committee in 

May 2017. With Mary Jo’s membership on the committee, and John Lacey’s continued service as 

Chair, the Board ensured a smooth transition in accordance with the principles guiding the 

committee succession planning process, namely continuity and consistency. John remained on 
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the Human Resources and Compensation Committee after Mary Jo’s appointment in May 2017 

and continued to assist in the transition process. 

TELUS Corporation, 2018 Proxy Circular, pages 33-35: 

The Board succession planning process also involves maintaining a skills matrix, which helps the 

Corporate Governance Committee and the Board identify any gaps in the skills and 

competencies considered most relevant for the Company. Each director is asked to indicate the 

skills and competencies that each director, including themselves, has demonstrated. The 

following table lists the top four competencies of our nominees, together with their age range, 

tenure, official languages spoken and residency. 

 

In 2017, the Corporate Governance Committee prioritized the following skills and attributes – 

gender diversity, technology and/or industry knowledge, retail experience, geographic 

representation in Western Canada and Quebec – in connection with its search for additional 

directors. 

Recruiting new directors 

The Corporate Governance Committee maintains an evergreen list of potential candidates. The 

directors, the CEO and external professional search organizations regularly identify additional 

candidates for consideration by the Corporate Governance Committee. In 2016 and 2017, the 

Committee engaged an external recruitment specialist to assist with the recruitment process. 
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When recruiting new directors, the Corporate Governance Committee considers candidates on 

merit taking into account the vision and business strategy of the Company; the skills and 

competencies of the current directors and the existence of any gaps; and the attributes, 

knowledge and experience new directors should have in order to best advance the Company’s 

business plan and strategies. 

Consistent with the Board diversity policy, the Corporate Governance Committee also takes into 

account diversity considerations, such as gender, geography, age and ethnicity, with a view to 

ensuring that the Board benefits from the broader exchange of perspectives made possible by 

diversity of thought, background, skills and experience. 

The Committee reviews the list of candidates at each regularly scheduled meeting to identify 

top candidates and requests that the CEO conduct an initial meeting with such candidates. As 

the next step, candidates deemed to be most suited for the Board meet with the Chair of the 

Board, the Chair of the Corporate Governance Committee and, if deemed appropriate, other 

members of the Board and the TELUS executive team. 

Representation of women on the Board and senior management 

At TELUS, we believe the diversity of our team is a significant competitive advantage and we 

value the contribution and worth of each team member. We embrace diversity and 

inclusiveness because it is the right thing to do and it is critical to our success. Simply put, we 

recognize and leverage the value of diversity for our Shareholders, customers, team members 

and the communities we serve. Five years ago, the Board adopted a diversity policy to improve 

the representation of diversity on the TELUS Board. The policy provides that the Corporate 

Governance Committee, which is responsible for recommending director nominees to the 

Board, will consider director candidates on merit, based on a balance of skills, background, 

experience and knowledge. In identifying the highest quality directors, the Corporate 

Governance Committee will take into account diversity considerations such as gender, age and 

ethnicity with a view to ensuring that the Board benefits from a broader range of perspectives 

and relevant experience. The Corporate Governance Committee assesses the effectiveness of 

this policy annually and recommends amendments to the Board for approval, as appropriate. A 

copy of our Board diversity policy can be found at telus.com/governance. 

According to the policy, the Corporate Governance Committee must also set measurable 

objectives for achieving diversity and recommend them to the Board for adoption on an annual 

basis. In 2013, the Board adopted a target of having diverse members represent between 30 

and 40 per cent of its independent directors, with a minimum representation of 25 per cent 

women, by May 2017. The Board also agreed to have TELUS sign the Catalyst Accord and 

thereby pledge to increase the overall representation of women on the TELUS Board to a 

minimum of 25 per cent by 2017. In February 2015, the Board adopted an additional target of 
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having women represent 30 per cent of its independent directors by the end of 2019. This was 

in line with Darren Entwistle being a founding member of the 30% Club Canada, which is also 

working toward having women represent 30 per cent of board members by the end of 2019. As 

noted on page 26, in 2016, the Board reframed its diversity objectives and expressed them in 

terms of a minimum percentage of both men and women, reflecting the principle that a board 

that consists entirely of women is no more diverse than a board that consists entirely of men. 

The Board also accelerated the target date for having a minimum of each gender representing 

30 per cent of the independent directors from 2019 to 2018. TELUS’ diversity objective now 

states that diverse members will represent not less than 30 per cent of the Board’s independent 

directors by May 2017, with a minimum of each gender representing not less than 30 per cent 

of such directors by 2018. 

Diverse members (five nominees out of 12) represent 42 per cent of the independent directors 

nominated for election, and female members (three nominees out of 12) represent 25 per cent 

of the independent directors nominated for election at the Meeting. We intend to meet our goal 

of having 30 per cent of each gender represented by the end of 2018. Currently, we are actively 

seeking to add another female director to our Board […] 

Discussion 

Boards should have a plan in place for orderly succession of directors and should maintain an evergreen list of 

candidates. Boards also should identify key skills required of directors and use a skills matrix to ensure these 

skills are accounted for among current and prospective directors. The skills matrix should be disclosed in the 

proxy circular. 

Not only does TELUS meet all of the above recommendations, it also describes what the governance 

committee’s priorities have been when looking for new directors recently: technology and/or industry 

knowledge, retail experience, geographic representation in Western Canada and Quebec, and gender diversity.   

While the quality of individual directors is paramount, CCGG expects boards as a whole to be diverse. Pursuant 

to TELUS’ board diversity policy, the Corporate Governance Committee must set measurable objectives for 

achieving diversity and recommend them to the Board for adoption on an annual basis. 

In some cases, issuers have limited each director’s skill set, as identified in their director skills matrices, to a 

director’s top 3 or 4 skills and competencies. In other cases, in their skills matrices, issuers have differentiated 

between directors who are experts and those with general or limited experience in a given area. In addition to 

the example of TELUS cited above, the following two excerpts taken from the director skills matrices of BCE and 

ARC Resources demonstrate this best practice. 
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BCE Inc., 2018 Proxy Circular, page 26: 

 

ARC Resources Ltd., 2018 Proxy Circular, page 35: 
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Director Continuing Education 

Methanex Corporation, 2018 Proxy Circular, pages 20-21: 

4. Orientation and Continuing Education 

[…] The Board recognizes the importance of ongoing education for directors. The Company’s 

Corporate Governance Principles state that directors are encouraged to attend seminars, 

conferences and other continuing education programs to help ensure that they stay current on 

relevant issues such as corporate governance, financial and accounting practices and corporate 

ethics. The Company and all of our directors are members of the Institute of Corporate Directors 

(“ICD”) and the Company pays the cost of this membership. A number of our directors have 

attended courses and programs offered by ICD. The Company also encourages directors to 

attend other appropriate continuing education programs and the Company contributes to the 

cost of attending such programs. As well, written materials published in periodicals, newspapers 

or by legal or accounting firms that are likely to be of interest to directors are routinely 

forwarded to directors or included in a “supplemental reading” section in Board and Committee 

meeting materials. Furthermore, the Company also believes that serving on other corporate and 

not-for-profit boards is a valuable source for ongoing education. 

The Corporate Governance Committee is responsible for overseeing the director education 

program and, based on feedback from all directors, the program focuses primarily on providing 

the directors with more in-depth information about key aspects of our business, including the 

material risks and opportunities facing the Company. Directors provide input into the agenda for 

the education program and management schedules presentations and seminars covering these 

areas, some of which are presented by management and others by external consultants or 

experts. 

The Board and its Committees received a number of presentations in 2017 focused on 

deepening the Board’s knowledge of the business, the industry and the key risks and 

opportunities facing the Company. Presentation topics included plant technology 

standardization, North American gas strategy, methanol as a fuel for ships, an economic review 

of our Geismar projects, and the Company's Corporate Crisis Management Plan. In addition, a 

representative from the Methanol Institute provided an update on the activities of the 

Methanol Institute. In 2017, all but one director attended all internal Board education sessions. 

In addition, Board meetings are periodically held at a location where the Company has methanol 

production operations or significant commercial activities. In November 2017, the Board visited 

the Company's methanol facilities in Trinidad & Tobago. This site visit gave our directors an 

opportunity to receive various presentations focused on these facilities. The visit also gave our 

directors an extended opportunity to interact with employees, business associates, government 
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officials and community members as well as tour the methanol production facilities and learn 

about the local culture. 

Discussion 

Directors should participate in continuing education programs and events in order to update their skills and 

knowledge of the company, its business and key executives and to address ongoing and emerging issues in the 

functional areas of the board. Issuers should encourage their directors to also attend external educational 

programs and events. 

Methanex’s director continuing education program focuses on providing information on key aspects of the 

company’s business including the material risks and opportunities facing the company. Of note, Methanex also 

discloses some of the topics covered at internal board sessions in 2017, such as, plant technology 

standardization, North American gas strategy, and using methanol as a fuel for ships.  

Also, of note, board meetings are periodically held at a location where the company has methanol production 

operations or significant commercial activities. This practice provides board members with an opportunity to 

visit and learn more about the company’s key operations or commercial sites and engage with local 

stakeholders. 

Director Compensation and Share Ownership 
Director compensation should not include retirement benefits, change of control or severance provisions, health 

care coverage, charitable donations, vehicles, club memberships, pensions, or other such perquisites. 

Director compensation plans can facilitate the achievement of minimum director shareholding requirements 

and encourage directors to continue to invest in the company beyond the minimum share ownership level. In 

instances where there is an equity-based component of compensation, the amount should not be determined 

based on corporate performance, as that may compromise the objectivity of directors as stewards of the 

company on behalf of shareholders. The equity-based component of director compensation should consist of 

full value awards such as common shares or deferred share units (DSUs) rather than stock options. 

ARC Resources Ltd., 2018 Proxy Circular, pages 18-21: 

DIRECTOR COMPENSATION PHILOSOPHY AND OBJECTIVES 

[…] ARC’s compensation program for non-management directors consists of both a cash 

component and an equity component for non-management directors paid in the form of DSUs. 

The maximum cash component received is 40 per cent of total compensation with the 

remaining compensation received in the form of DSUs.  

A non-management director may elect to receive all of his or her compensation in the form of 

DSUs, therefore, a director may receive up to 100 per cent of his or her total compensation in 

the form of DSUs which many did in 2017. DSUs vest immediately upon grant but cannot be 

redeemed until the holder ceases to be a director. […] 
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EQUITY BASED COMPENSATION  

[…] Non-management directors are not eligible to participate in the RSU and PSU Plan, the Share 

Option Plan or the Long-term Restricted Share Award Plan. 

TOTAL DIRECTOR COMPENSATION 

The following table details total compensation paid to each non-management director during 

2017. 

 

SHARE OWNERSHIP REQUIREMENTS 

In order to align the interests of directors with those of ARC’s shareholders, each non-

management director is required to own a minimum of 20,000 Common Shares or share 

equivalents of the Corporation after having been on the Board for five years. A minimum of 

10,000 Common Shares or share equivalents must be held after three years on the Board. The 

Board of Directors considered an ownership requirement based on a multiple of fees received 

but determined that setting a numeric threshold of 20,000 Common Shares or share 

equivalents, that at the time was approximately equal to three times the cash retainer fees for 

the Chairman of the Board and in excess of four times the cash retainer fees for other Board 

members, was appropriate. As at December 31, 2017, and as outlined on the following page, all 

non-management directors meet or exceed the minimum share ownership requirement other 

than Mr. Collyer who has until 2019 to meet the 10,000 Common Share or share equivalent 

minimum and until 2021 to meet the 20,000 Common Share or share equivalent minimum. 

 

Discussion 

ARC has formal director share ownership requirements which require each non-management director to own at 

least 20,000 common shares or share equivalents within five years of appointment to the board. 
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Of note, even after directors have met the share ownership requirement, 60% of total director compensation is 

awarded in the form of DSUs. Some ARC board members, including the board chair, despite having met their 

share ownership requirement, chose to receive 100% of their 2017 compensation in the form of DSUs. This 

practice not only demonstrates the chair’s commitment to the company’s future but also sets an expectation of 

members of senior management to build an equity interest in the company beyond the minimum requirements. 

As CCGG recommends, stock options are not part of ARC’s director compensation mix. 

Board, Committee and Director Assessments 

Emera Inc., 2018 Proxy Circular, page 33: 

Assessment Process 

Each year, the NCGC, in consultation with the Board Chair, and with the intention of 

continuously improving, determines the process by which assessments of the Board, Directors, 

Committees and individual Committee members will be conducted. The process has included 

the use of questionnaires and one-on-one interviews with each Director by the Board Chair. A 

written report from the Board Chair on the assessment is provided to the NCGC and the Board 

of Directors. An in-camera Board session is held to consider the report. Issues arising from the 

assessment are identified, an action plan is developed and progress is monitored throughout the 

year with oversight on that process by the NCGC. 

2016 Assessment Findings and Action Plans to Address Findings 

The 2016 Board and Director Performance Assessment resulted in several priority actions for 

2017. With the assistance of the NCGC, the Board Chair reviewed progress made to address 

those priorities. This progress was reported to the Board, with significant areas including […] 

(e) Corporate Governance: With Emera’s growth in size, sound governance processes remain 

critical to strong decision-making and performance. In 2017, the Board focused on clarity, 

efficiency and effectiveness in subsidiary governance and management decision-making. […] 

Discussion 

Instead of just providing boilerplate language on the company’s director assessment process, Emera’s circular 

provides readers with details on the practical impact of assessments that were conducted in 2016. 

Certain issuers use a third party to facilitate board assessments. Bank of Montreal’s circular demonstrates this 

approach. 

Bank of Montreal, 2018 Proxy Circular, page 44: 

Assessment of the Board, Committees, Directors, and Chairs  
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Each director annually completes an anonymous Board self-assessment survey, the results of 

which are compiled confidentially by an outside consultant, and has an annual one-on-one 

interview with the Chairman. The interview typically covers the operation of the Board, the 

adequacy of information provided to directors, Board structure, agenda planning for Board 

meetings, and strategic direction and process. […] 

The annual survey also includes a peer evaluation process for feedback on the effectiveness of 

individual directors. Every director assesses the contribution of each of their peers relative to 

the performance standards for the director position description. The results are also compiled 

confidentially by an outside consultant. The Chairman receives the results of each director’s 

peer assessment and meets with each director to discuss them […] 

Executive Succession and Management Diversity 

Intact Financial Corporation, 2018 Proxy Circular, pages 67-68: 

Succession Planning  

[…] The HRC Committee advises Management in relation to its succession planning including the 

appointment, development and monitoring of Senior Executives.  

To limit the chances that the Company’s operations suffer from a talent gap, succession 

planning is reviewed at least annually and implemented continuously to facilitate talent renewal 

and smooth leadership transitions. Furthermore, the Company aims to leverage succession 

planning as a tool to make progress on the diversity of the management team, including with 

respect to gender and ethnicity diversity. Each year, the Chief Human Resources Officer reviews 

succession plans and prepares a succession plan report covering a number of critical positions, 

including Senior Executives and the CEO. For each critical position, a pool of “Ready Now”, 

“Ready in 1-3 Years”, “Ready in 3-5 Years” and “Emergency Replacement” candidates is 

identified. Where a talent gap or risk is observed, a development plan is established to identify 

and develop potential successors. Individualized development plans may include lateral 

movements to diversify exposure, leadership training, mentoring and other special programs. 

The annual succession plan report is presented to the HRC Committee for review, analysis, 

discussion and reporting to the Board of Directors. Committee members and directors actively 

participate in ongoing discussions with Management relating to succession planning year-round. 

The members of the HRC Committee and the entire Board of Directors ensure they are exposed 

to, have direct interactions with, and get to know, the candidates identified in the succession 

plans and can appreciate their skills and expertise first hand, including through presentations by 

such individuals at regular meetings, through presentations made at annual training sessions 

and by meeting and discussing with candidates at social events. The members of the HRC 

Committee firmly believe that they, and the Board of Directors in its entirety, have a 
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comprehensive and deep knowledge of succession planning and identified successors within the 

organization. 

Intact Financial Corporation, 2018 Proxy Circular, pages 50-51: 

Executive and Workforce Diversity 

[…] As such, the Company has not adopted any formal targets regarding women in Executive 

and Senior Executive positions, however, it always aims to advance the cause of gender diversity 

and the advancement of women within its ranks. The Company firmly believes that all of its 

stakeholders benefit from the broader exchange of perspectives and balance brought by 

diversity of background, thought and experience and that it is in their best interest.  

The Company’s commitment to diversity is demonstrated through several facets, including the 

work of its Diversity Council and initiatives such as diversity and inclusion training, flexible work 

arrangements, employee networks and a structured mentoring program and workshops for 

identified women successors […] 

Executive and Managerial Positions 

As at December 31, 2017, IFC, including all major subsidiaries, had twenty-nine (29) members on 

its Executive Committee of which seven (7) were women (24.14%). It also had thirty-two (32) 

executive officer positions (as such term is defined under securities legislation), seven (7) of 

such positions being occupied by women representing 21.88% of the total. […] 

The role played by women within the Company and their presence in Executive and Senior 

Executive positions are of great importance. The Company is proud of this representation and 

celebrates diversity and collective and individual achievements and awards. The Company will 

continue to strive to promote diversity, including the advancement of women, in the 

organization and in the communities in which it operates. 

Discussion 

An engaged board is aware of and monitors succession planning efforts (including a plan in the event of an 

emergency) for all critical roles within the organization. Intact Financial’s disclosure clearly notes that the board, 

and the human resources committee, ensure that a succession plan is in place for the CEO and that the plan 

addresses an emergency replacement scenario. 

Also, worth commending is the fact that Intact Financial aims to leverage succession planning as a tool to make 

progress on the diversity of its management team, including with respect to gender and ethnicity. Intact also has 

several initiatives in place (e.g. Diversity Council, flexible work arrangements and structured mentoring program 

and workshops for identified women successors) that demonstrate its commitment to diversity on its 

management team.  
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Strategic Planning Oversight 
Circulars should explain the role of a company’s board in strategy development and oversight. 

Emera Incorporated, 2018 Proxy Circular, page 24: 

Strategic Planning 

Oversight and guidance on the Company’s strategy is one of the primary roles of the Board. 

Management, led by the President and CEO, collaborate with the Board of Directors each year 

to develop, review and update the Company’s strategic plan. The strategic plan determines the 

annual and longer-term objectives for the Company. 

In 2017, the Board dedicated two meetings to strategy development, including a full-day Board 

off-site meeting in June to: (i) review the Company’s five-year strategic plan; (ii) engage in 

scenario planning to test the existing strategy over a range of potential future states for the 

electricity and natural gas sectors, for different economic conditions and for the introduction of 

significant energy storage; and (iii) review the Company’s plan for customer focused initiatives. 

At its September meeting, the Board undertook a review of the strategies of its operating 

subsidiaries. 

A significant component of every regularly scheduled Board meeting is dedicated to the 

discussion of strategic matters. Directors use such Board meeting time to evaluate progress 

made in executing the Company’s strategy, including reviewing near- and longer-term risks and 

opportunities relevant to its corporate strategy. 

As an example of Board involvement in strategy, the Board’s role in the lead up to the July 1, 

2016 acquisition of TECO started in 2015 with the undertaking of a review of Emera’s 

shareholder value proposition and established specific strategic objectives; including growth and 

value targets. In making the decision to acquire TECO, the Board considered how Emera’s 

strengths could be leveraged within its industry. The Board is also focused on capital structure, 

the Company’s commitment to renewable energy sources and optimizing Emera’s market 

valuation as components of the corporate strategy. 

With respect to current strategic priorities, the Company’s emphasis has not changed, and 

remains focused on: (i) investing in delivering cleaner, affordable energy through investing in 

renewables, investing in natural gas as a cleaner fuel for electricity generation and customer 

use, and investing in electricity transmission to deliver new renewable energy to market; (ii) 

identifying opportunities to invest in the transition from higher carbon methods of electricity 

generation to lower carbon alternatives, including the creation of a separate wholly owned 

subsidiary focused exclusively on innovation; and (iii) maintaining the focus on customer 

solutions and what the utility of the future needs to look like. 
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Discussion 

Unlike many Canadian issuers that provide boilerplate commentary, Emera provides details of the board’s 

contribution and involvement in the strategic planning process. 

Also, worth noting is that Emera’s circular describes how the company’s strategic priorities address potential 

environmental risks and opportunities.  

Risk Management Oversight 
Boards should disclose the processes used that enable them to identify and monitor risk management efforts.  

Fortis Inc., 2018 Proxy Circular, page 35-36: 

Risk management and governance 

Our business is highly regulated and managing our financial and business risks is one of our 

primary objectives. 

Fortis is a holding company and each of our significant operating subsidiaries is governed by its 

own board of directors comprised of a majority of independent directors. This structure 

provides a focused, primary level of risk management oversight and governance, while 

operating within the broad parameters of our policies and best practices. Given the regulated 

nature of the utility industry, the governance policies and compliance reporting of the operating 

subsidiaries are subject to significant regulatory scrutiny in each of their respective jurisdictions. 

The board is responsible for understanding the material risks of our business and the mitigation 

strategies, and for taking reasonable steps to ensure that management has an effective risk 

management structure in place relative to its risk profile so we can achieve our strategy and 

objectives. This includes an increased focus on environmental, social and governance risk to 

ensure proper oversight and good governance generally. 

The board oversees our enterprise risk management program (ERM). As part of ERM, senior 

management at Fortis and our subsidiaries seek to identify and manage all material risks facing 

the business. ERM at the subsidiary level is overseen by each subsidiary’s board, most of which 

are comprised of a majority of independent directors. Material risks identified at the 

subsidiaries are communicated to Fortis management and form part of the Fortis ERM. 

Every year the board evaluates the identified categories of risk. Specific risks and related 

mitigation strategies are evaluated, documented and reviewed, and the board receives updates 

on enterprise risk throughout the year. 

In 2017 the board paid particular attention to the integration of ITC, our capital projects and our 

focus areas for growth as well as the disruptive threats facing the utility industry, including those 

arising from advancement in technology and changes to the regulatory framework. The board 
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also focused on changes in government policies, particularly those relating to the environment 

and U.S. tax reform, and the impact of currency fluctuations on our business. You can find a 

more comprehensive discussion of risk management in our 2017 MD&A, beginning on page 46 

of our 2017 annual report. The annual report is available on our website (www.fortisinc.com) 

and on SEDAR (www.sedar.com) and on EDGAR (www.sec.gov). 

Focus on technology 

Recognizing that cybersecurity has emerged as the first and primary concern associated with the 

rapid advancement of the internet and information technology, in May 2017 the board 

announced the appointment of a Chief Information Officer for Fortis. Reporting directly to the 

President and Chief Executive Officer, Phonse Delaney is accountable for corporate technology 

strategy, including cybersecurity. 

Elevating our focus on sustainability 

In 2017 we demonstrated our commitment to responsible environmental and sustainable 

management in several ways. We: 

a) enhanced our communication of environmental stewardship and priorities 

b) produced an Integrated Resource Plan at TEP 

c) implemented a board-shareholder engagement policy and held our first engagement 

meeting with institutional shareholders to proactively discuss environmental, social and 

governance practices and risk. 

We also announced a new executive role in 2017. Nora Duke, one of our named executives, was 

appointed Executive Vice President, Sustainability and Chief Human Resource Officer, to focus 

on enterprise-wide sustainability and stewardship priorities. 

  Teck Resources Limited, 2018 Proxy Circular, pages 20-21: 

Risk Oversight 

The Board has the responsibility to take reasonable steps to ensure that Management identifies, 

understands, and evaluates the principal risks of and to the Corporation’s business; implements 

appropriate systems to manage these risks; and achieves a proper balance between risk and 

reward. As a policy, the Board receives regular quarterly reports from Management on global 

and site-specific risk management, ethical conduct, environmental management and employee 

health and safety, in addition to detailed reports on particular risk issues. The Board, as a matter 

of routine at each meeting, discusses risks associated with the Corporation’s business and 
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reviews the Corporation’s risk tolerance for existing operations as well as for new projects and 

developments. 

The Board considers that the most significant risks facing the Corporation vary from time to time 

depending on the prevailing economic climate and the specific nature of the Corporation’s 

activities at the relevant time. At each meeting of the Board, the Board reviews and considers 

general as well as particular risks faced by the Corporation. The Board closely monitors the 

potential vulnerability of the Corporation’s operations and financial condition in light of risks 

that arise in relation to the Corporation’s business, including: 

a) risks related to commodity prices, exchange rates and general economic conditions; 

b) risks related to project development, including the risk of capital cost overruns and delays in 
receipt of permits or governmental approvals; 

c) risks related to water quality management and other environmental issues; 

d) risks related to technology and information technology, including data security; 

e) risks related to existing operations, such as those associated with natural catastrophes, 
labour disputes and potential social issues; 

f) risks relating to outstanding litigation that the Corporation may be involved in from time to 
time; and 

g) longer-term risks such as physical and transition risks associated with climate change, 
political risk generally, and risks related to adverse developments in tax or environmental 
regulation. 

As noted above, the relative significance of these risks shifts over time and the Board’s 

assessment of the relative significance of these risks will depend in part on the issues before the 

Board at the time. The Board regularly reviews Management’s processes in place for 

identification, monitoring, transfer and mitigation of all of these risks. The Audit Committee has 

separate processes in place to monitor risks related to financial reporting and financial matters, 

and Management’s processes to deal with those risks. 

Loblaw Companies Limited, 2018 Proxy Circular, page 27: 

Enterprise Risk Management 

The Board has oversight responsibility for ERM activities associated with the Corporation’s 

businesses. In order to identify and address any material risks, the Board undertakes an annual 

assessment of the Corporation’s ERM structure. The annual ERM assessment is carried out 

through interviews, surveys, and facilitated workshops between management and the Board. 

Risks are identified and then assessed and evaluated based on the Corporation’s vulnerability to 
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the risk and the potential impact that the underlying risks would have on the Corporation’s 

ability to execute its strategies and achieve its objectives. To assist with the ERM process, the 

Corporation has adopted a risk appetite statement that takes into consideration important 

aspects of the Corporation’s businesses, values, and brands. The risk appetite framework 

articulates key aspects of the Corporation’s business, values and brands and provides directional 

guidance on risk taking. The types of risks the Corporation is exposed to include: strategic; 

financial; operational; cyber-security; regulatory; human capital; and reputational risks. 

Management provides periodic updates to the applicable committee(s) of the Board on the 

status of the key risks including any anticipated impacts in future quarters and significant 

changes in key risk indicators. In addition, long-term (three to five year) risk levels are assessed 

to assist in risk mitigation planning activities. Accountability for oversight of each risk is allocated 

by the Board either to the full Board or to committees of the Board. 

Two areas of focus for the Board in recent years include cyber security and data breaches as well 

as ongoing regulatory compliance. The Corporation has implemented security measures, 

including employee training, monitoring and testing, maintenance of protective systems and 

contingency plans, to protect and prevent the unauthorized access of confidential information 

and to reduce the likelihood of disruptions to its IT services. With respect to regulatory 

compliance, in 2017 the Corporation established an independent compliance office led by the 

Group Chief Compliance Officer to oversee implementation of enterprise-wide policies required 

to ensure compliance with all applicable laws, including competition law compliance. The Group 

Chief Compliance Officer reports directly to the Governance Committee. 

Discussion 

Unlike boilerplate commentary provided by many Canadian issuers in this area, Fortis, Teck Resources, and 

Loblaw describe the board’s role in overseeing risk.  

Of note, these issuers provide a brief overview of key risks facing their business or risks that are closely 

monitored by the board. Notably, all three circulars describe efforts to integrate environmental and social 

matters within the company’s risk management framework and the board’s risk oversight responsibilities. 

In the case of Fortis and Loblaw, disclosure also includes recent actions taken to address specific areas of risk. 

Shareholder Engagement 
There is a growing emphasis by institutional shareholders on shareholder engagement. CCGG recognizes that 

while boards may be able to meet with their largest institutional shareholders and groups like CCGG, in-person 

meetings are not a practical forum for boards to engage with all shareholders. 

Goldcorp Inc., 2018 Proxy Circular, pages 70-71: 

Shareholder Engagement 
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We recognize the importance of strong and consistent engagement with our shareholders. We 

have in place policies and programs that ensure we understand and, when appropriate, address 

shareholder concerns. We have a comprehensive program designed to engage shareholders 

that aligns with the Canadian Coalition for Good Governance model policy of director and 

shareholder engagement on governance matters. 

 

We also post frequently asked questions on our website at www.goldcorp.com. […] 

Shareholders, employees and others can contact the Board directly by […] writing to the Vice-

Chair and Lead Director at our head office address noted below. 

Enerplus Corporation, 2018 Proxy Circular, page 25: 

Shareholder Engagement 

During 2017, the Chairman, the Chair of the Compensation & Human Resources Committee and 

several members of executive management of Enerplus reached out, as appropriate, to various 

corporate governance stakeholders and Shareholders to listen to their opinions and concerns. 
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The meetings often involved a dialogue on a variety of topics, including: executive compensation 

issues, various corporate governance matters, disclosure practices, shareholder engagement, 

entity risk management, corporate operating results, capital allocation, liquidity issues, dividend 

strategy, portfolio management and commodity hedging. In total, Enerplus representatives 

engaged more than 65 Shareholders, representing approximately 42% of Enerplus’ issued and 

outstanding Common Shares. 

[…] As part of its long-established objective of open communication, the Board invites 

stakeholders and Shareholders alike to engage with representatives of the Company at 

investorrelations@enerplus.com or by telephone at 1-800-319-6462. 

Discussion 

Goldcorp and Enerplus are good examples showing a board’s effort to reach out to and offer to engage with the 

company’s shareholders. 
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Chair’s Letter to Shareholders 
Through a letter to shareholders, board chairs can communicate key corporate governance related activities to 

their shareholders. 

Seven Generations Energy, 2018 Proxy Circular: 

MESSAGE FROM THE CHAIR OF THE BOARD 

Dear fellow shareholders: 

On behalf of the board of directors of Seven Generations, we are pleased to invite you to our 

annual meeting of shareholders on Thursday, May 3, 2018 at 2:00 p.m., Calgary time. […] 

Long-term value creation plan 

With input and support from the board of directors, under Marty’s leadership, 7G has 

developed a two-year plan and a five-year outlook, grounded in operational execution that is 

designed to generate attractive financial returns, meaningful production growth and optimize 

value for our shareholders. Marty’s career is marked by operational and business success. With 

decades of operational engineering, a keen sense of value creation and a conscientious focus on 

stakeholder service, Marty is ideally suited to lead Seven Generations’ transition from a high-

growth producer to one that is evolving its business and financial model to generate free cash 

flow, competitive returns and a five-year robust production growth target of at least 100,000 

boe/d day, about a 50 percent increase from expected 2018 levels. We are confident that Marty 

will lead the successful execution of this plan over the coming years, and the company will 

realize the full potential of its top tier asset base. 

Strong governance 

The board and management are committed to credible and professional governance, grounded 

in our stakeholder service model, which includes engaging with our shareholders as we continue 

to grow and expand our investor base. For details about the company’s governance practices, 

please see the Governance section in the information circular beginning on page 24. 

Commitment to sustainability and stakeholder service 

In pursuit of stakeholder service, we strive to meet the needs of all of our stakeholders including 

our shareholders, the environment, employees, government and regulators, communities, 

partners, and suppliers and service providers. In this year’s circular, we have a new section that 

describes some of our sustainability and stakeholder initiatives. We would invite you to learn 

more about our work in this important area by reviewing this new section, starting on page 37. 

Our Generations Stakeholder Report is also available on our website at 

www.7genergy.com/stakeholders/generations-stakeholder-report. 
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Looking ahead 

Our Kakwa River Project is a tremendous asset with an expanding inventory of top tier drilling 

locations and growing reserves for development. We have dedicated support from several long-

term investment partners. Our conservative balance sheet and diverse marketing portfolio 

underpins our financial sustainability and contributes to the strength of our netbacks. Above all, 

we have a talented workforce and a focused team that looks forward to delivering results in 

2018 and beyond. […] 

Enbridge Inc., 2018 Proxy Circular: 

Letter to Shareholders 

Dear Shareholder, 

It is our pleasure to invite you to attend the Enbridge Inc. annual meeting of shareholders […] 

Strategic and risk oversight 

Among the board and management’s most important responsibilities are oversight of Enbridge’s 

strategic direction and identification and management of risks. Because of the complex and 

diverse nature of our business and associated risks, we take a comprehensive approach with 

accountability for oversight to specific risks across five board committees. As we do each year, 

the board of directors and executive management have assessed top risks and evaluated our 

strategy with the ultimate goal of ensuring that we can achieve our strategic priorities and 

deliver long-term value to the benefit of our shareholders. For a detailed review of our strategic 

objectives, approach to risk management and strong 2017 results, please refer to our annual 

report. 

Environmental and social issues 

Board and management believe that integration of environmental and social risks and 

opportunities into our strategic and financial plans is critical to the long-term sustainability of 

our business, and that our performance in this area is critical to differentiating our company. By 

engaging with our stakeholders, we’ve identified the most important factors that support our 

long-term sustainability: safety and environmental protection; community and Indigenous 

inclusion; and climate and energy solutions. You can learn more about our approach and 

performance in our CSR & Sustainability report, available at Enbridge.com. 

We’ve long been committed to best practices in sustainability reporting and we continually seek 

to enhance our disclosure reflecting our sustainability efforts. In 2018, this will include fulfilling 

the commitment we made at last year’s shareholder meeting to provide additional information 

on Indigenous consultation, engagement and inclusion, including the steps we take to integrate 
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Indigenous and human rights sensitivities into our investment review processes and our 

progress in implementing our Indigenous Peoples Policy. Content relating to Indigenous issues 

will be published on our website prior to our May 2018 annual meeting. The first full CSR & 

Sustainability report of the combined company will be published on the website in June 2018 

[…] 

Discussion 

Both Seven Generations Energy and Enbridge do an excellent job of using a letter from the board chair to 

summarize key ideas that the board wishes to relay to shareholders.  

Notably, both letters indicate a commitment to managing and reporting on important environmental and social 

issues. 

Ongoing Relevance of a Dual Class Share Structure 
On an ongoing basis, the board of a Dual Class Share (DCS) company should consider the reasons why a DCS 

structure was established and whether those reasons remain valid and should explain to shareholders annually 

in the DCS company’s proxy circular the reasons why the continued existence of the DCS structure is 

appropriate. Teck Resources provides such disclosure in its proxy circular: 

Teck Resources Limited, 2018 Proxy Circular, pages 22-24: 

Dual-Class Share Structure – Governance Considerations 

[…]The Corporation’s dual-class share structure has been in place for over 45 years, since a 1969 

corporate reorganization in which all of the outstanding shares of Teck Corporation (as it then 

was) were converted into Class A common shares. The structure facilitated the consolidation of 

a group of related operating and exploration companies that were under common management 

into a single vehicle, one in which all shareholders could participate. Since 1969, Teck has 

continued to issue Class B subordinate voting shares to enable the Corporation to grow by 

acquisition and new mine development. 

[…]The Committee believes that the major long-term holders of Class A shares are committed 

long-term investors, many with a deep knowledge of Teck’s business and its industry. The Board 

considers that this longer-term perspective has permitted Teck to make decisions which have 

helped it to grow shareholder value significantly over the last number of decades and will 

continue to be of benefit to all shareholders. The Board rejects the proposition that dual-class 

share structures are inherently unfair or improper. In many forms of business organizations, 

certain investors and stakeholders have few or no voting rights. Purchasers of preferred shares, 

limited partnership units and many forms of debt instruments often hold voting rights more 

restrictive than those attached to Teck’s Class B subordinate voting shares. It is widely accepted 

that appropriate governance practices can ensure that the interests of all these security holders 
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are considered and respected, and the Board believes that the same is true in the case of a dual-

class structure. 

While in the vast majority of matters that come before the Board, the interests of the Class A 

and Class B shareholders are entirely aligned, the Committee and the Board recognize that to 

fulfill Teck’s commitment to good governance, a dual-class share structure requires vigilance 

and robust governance practices. The dual-class share structure does create a disparity between 

voting interests and equity interests and this could create some potential for conflicts of 

interest, as it would in any public company where there is an identifiable shareholder or group 

of shareholders holding majority voting control, whether under a dual-class share structure or a 

single voting class structure. 

Accordingly, the Board and the Committee are alert to closely scrutinize any situation in which 

the interests of Class A shareholders and Class B shareholders could possibly diverge. 

[…]Teck’s dual-class share structure has been key in facilitating its growth into a major 

diversified Canadian mining company. Ultimately, any decision about the appropriateness of the 

structure is a question for all shareholders, as any change in voting rights would require the 

approval of the affected class or classes of shareholders, voting separately. So long as the 

Corporation has more than one class of voting shares, the Committee and the Board will 

diligently apply appropriate measures to ensure governance that respects the interests of all 

shareholders. 

Additional disclosure relating to dual class share company IPOs 

CCGG’s board of directors and a majority of CCGG’s members also expect the board of a DCS company which 

undertakes an initial public offering in Canada after September 2013 (i.e. the date CCGG’s DCS policy was 

published) and which does not comply with any or all of CCGG’s DCS principles to explain to shareholders 

annually in the DCS company’s proxy circular (or if the DCS company does not issue a proxy circular because the 

public owns non-voting common shares, then in another public document which is filed with the securities 

regulatory authorities) the reasons why it is not appropriate for such principles to apply to the DCS company. 
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Disclosure of Executive Compensation 

Compensation is one of the most powerful tools that boards have at their disposal for shaping the behaviour of 

company management. 

Disclosure of a company’s compensation plan should describe clearly how it is linked to the company’s strategy, 

objectives and risk management. Compensation disclosure also should communicate the role of the board in 

designing executive compensation including the key factors considered by the board. This section provides 

examples of excellent disclosure of the following practices: 

Executive Compensation and Corporate Strategy ......................................................................... 36 
Executive Compensation and Risk Management ........................................................................... 38 
Performance Share Units ............................................................................................................... 41 
Use of adjusted financial performance measures in compensation structures ............................ 43 
Effectiveness of the Compensation Program over Time ................................................................ 45 
Management Biographies .............................................................................................................. 47 
Executive Share Ownership Requirements .................................................................................... 48 
Termination and Change of Control Benefits ................................................................................. 50 
Retirement Benefits and Perquisites .............................................................................................. 52 
Say on Pay ....................................................................................................................................... 54 
Compensation Peer Groups ........................................................................................................... 55 
 

Executive Compensation and Corporate Strategy  
CCGG expects issuers to explain the link between corporate strategy and executive compensation. 

ARC Resources Ltd., 2018 Proxy Circular, pages 44-46: 

2017 Performance Assessment 

On an annual basis, Management and the Board develop corporate objectives to create clarity 

and focus for the executive team and the organization on performance outcomes. To determine 

base salaries, bonuses and medium and long-term incentives for executives, the Human 

Resources and Compensation Committee (“HRCC”) and the Board consider two overarching 

measures – the overall performance of the Corporation and the individual performance of each 

executive. ARC’s strategy of risk managed value creation and its enduring focus on profitability 

and sustainability have been paramount since inception, and those traits have become 

increasingly important to investors in the face of volatile commodity markets and competitive 

pressures. In 2017, ARC achieved strong operational and business performance and further 

advanced its strategy by achieving excellence in all aspects of our strategy. The team delivered 

record production levels, had our largest development reserves addition in corporate history 

with 320 per cent of produced reserves replaced through development activities, and grew 2017 
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cash flow per share by 15 per cent relative to 2016 while completing a major infrastructure 

project at Dawson and managing active risk management and market diversification programs. 

All this was accomplished with zero employee lost time incidents (“LTIs”) and ARC ended 2017 

with 1,448 employee days LTI free.  
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Discussion 

ARC Resources’ circular notes that to determine the value of executive compensation the board assesses the 

company’s performance relative to its long term objectives. Notably, these objectives include goals related to 

safety and the environment. Therefore, executive compensation outcomes are linked not only to the company’s 

financial performance but also to operating the company’s assets in a safe and responsible manner.  

Individual performance of executive officers is also a factor in compensation decision making. 

Of note is the fact that approximately 72% of the CEO’s total compensation and 63% of NEO total compensation 

is deferred and is tied to shareholder returns over a period of 3 to 10 years following grant date. 

Executive Compensation and Risk Management 
A company should disclose details of its executive compensation structure and comment on its effectiveness 

when viewed through a risk oversight lens. The disclosure should explain how the company’s policies and 

practices discourage risk-taking beyond the company’s acceptable risk appetite. 

Inter Pipeline Ltd., 2018 Proxy Circular, page 46: 

Risk Management  

[…] Inter Pipeline’s compensation framework incorporates a number of elements that are 

intended to ensure that inappropriate or excessive risk–taking is not encouraged, including the 

following: 

1. Formal Decision–Making Process: Inter Pipeline follows a formal process for making 

executive compensation decisions. After a comprehensive review by the committee, pay 

recommendations are considered and must be approved by the full board. No individual, or 

group of individuals, has undue influence on the determination of executive pay […] 

4. Focus on Long–Term Performance: Inter Pipeline ensures that executive pay is heavily 

weighted toward long–term incentives. Furthermore, a large portion of our cash flow is derived 

from stable, long–term contracts with no commodity price exposure. Our business 

fundamentals and compensation practices promote long–term performance rather than short–

term gains. 

5. Importance of Corporate and Individual Objectives: Inter Pipeline’s corporate objectives and 

individual officer objectives are formally documented each year. Accordingly, performance 

expectations are highly visible and form the basis for determining individual compensation 

awards. 

6. Share Ownership Guideline: Mandatory share ownership requirements apply to our officers 

and directors. Such requirements help promote a long-term view towards creating shareholder 

value as opposed to short-term personal gain. 
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7. Policy Prohibiting Hedging: Inter Pipeline has implemented a policy that prevents our officers 

and directors from purchasing financial instruments, including prepaid variable forward 

contracts, equity swaps, collars, or units of exchange funds, that are designed to hedge or offset 

a decrease in the market value of our common shares. 

8. Limitations on Annual Cash Bonus Awards: Inter Pipeline’s compensation framework 

specifies maximum cash bonus awards based on a multiple of each executive’s base salary. 

Limitations on short-term incentive payments serve to discourage excessive risk-taking. 

9. Claw-Back Policy: This policy allows Inter Pipeline to recover compensation elements under 

the circumstances of fraud or willful misconduct on the part of the executive. 

Inter Pipeline believes that our corporate culture also plays an important role in preventing 

inappropriate and excessive risk–taking. Our core values — Honesty and Integrity, Teamwork, 

Pursuit of Excellence, Personal Accountability, and Entrepreneurial Spirit — define our approach 

to business and drive the behaviour of our directors, officers and employees […] 

Discussion 

Inter Pipeline’s proxy circular identifies how the company’s policies and practices discourage excessive risk-

taking. 

Of note, an important tool to manage compensation related risk is prohibiting executives (and other insiders, 

including board members) from using financial instruments that hedge or offset a decrease in the market value 

of a company’s securities. Inter Pipeline had adopted a policy that prohibits all forms of hedging or 

monetization. 

Toronto-Dominion Bank, 2018 Proxy Circular, page 32: 

Stock Options 

Stock options cliff vest at the end of four years, and expire 10 years from the date of grant. 

ARC Resources Ltd., 2018 Proxy Circular, page 52: 

Long-Term Restricted Share Awards 

[…] Restricted Share Awards include a grant of Common Shares, issued from treasury to officers, 

thereby providing participants with actual equity ownership and promoting further alignment 

with shareholder interests. Common Shares are issued under the plan at a price equal to the 

weighted average trading price of ARC’s Common Shares for the five trading days ending 

immediately prior to the grant date. Shares issued under the plan have a 10-year term with one-

third vesting on each of the eighth, ninth and tenth anniversaries of the date of grant. These 
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extended vesting periods are substantially longer than typical practices in the energy sector and 

are designed to encourage our executives to think and act with a clear focus on the long term. 

Discussion 

To the extent that issuers use options and/or other share based incentives that vest based on time only, CCGG 

encourages issuers to consider long term vesting restrictions. 

Stock options often start vesting one year following the date of grant and fully vest after three years. TD Bank, 

however, grants stock options that cliff vest after four years, which is a long term vesting restriction. 

Restricted shares or restricted stock units also often start vesting one year after award date and fully vest after 

three years. ARC Resources, however, grants restricted shares that start vesting after eight years, which also is a 

long term vesting restriction. 

Emera Incorporated, 2018 Proxy Circular, page 44: 

Risk Assessment 

[…] The clawback policy contributes to the Company’s risk mitigation efforts. The clawback 

policy allows the Company to recoup short- and long-term incentive payments made to senior 

executives in cases where: (a) the payments were based on reported financial results that were 

subsequently corrected or restated as a result (or partial result) of the executive’s gross 

negligence, misconduct or fraud and the reward received would have been lower had the 

financial results been properly reported; or (b) the executive commits a serious breach of the 

Company’s Code of Conduct. 

Empire Company, 2018 Proxy Circular, page 33: 

Reimbursement of Incentive and Equity-Based Compensation (Clawback Policy) 

[...] Specifically, the Board may seek reimbursement of full or partial compensation from an 

executive or former executive in situations where: (i) the amount of incentive compensation 

was calculated based upon, or contingent on, the achievement of certain financial results that 

were subsequently the subject of or affected by a restatement of all or a portion of the 

Company’s financial statements, and the incentive compensation payment received would have 

been lower had the financial results been properly reported; (ii) the executive or former 

executive engaged in fraud, theft, embezzlement or similar activities related to the finances of 

the Company; (iii) the executive or former executive has violated the Code of Business Conduct 

and Ethics in a material way; or (iv) the executive or former executive has engaged in serious 

misconduct resulting in damage to the Company’s financial situation or reputation. 
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Discussion 

Several issuers manage compensation risk through clawback policies but these policies are often triggered only 

if there is a financial restatement and an executive is found at fault. CCGG has urged companies to adopt 

broader clawback policies as exemplified by clawback policies of Emera and Empire set out above and by the 

clawback policy of Inter Pipeline set out on page 39. 

Performance Share Units 
In the interest of improving the alignment between pay and performance, many public company boards across 

all industry sectors in Canada have introduced Performance Share Unit (PSU) plans into their executive 

compensation programs. In some cases, PSU plans are being used in place of stock option plans which have not 

achieved the originally intended outcome of linking pay with performance. CCGG is supportive of improving this 

link and believes that an appropriately-structured PSU plan may be helpful in that regard. True performance- 

vesting, in CCGG’s view, should contemplate the possibility of a zero vesting outcome that is not dependent 

upon a board exercising discretion. Awards that partially vest based on time alone and for which a zero vesting 

outcome is possible only if a board exercises discretion should not be classified as PSUs. 

Canadian National Railway Company, 2018 Proxy Circular, page 45: 

Performance Share Units: 2017 Award 

[…] PSUs vest after three years […] and the payout can range from 0% to 200%. At the end of the 

performance cycle, the number of PSUs will be adjusted based on the achievement of the 

performance conditions detailed below. PSUs will be settled in CN common shares purchased on 

the open market. PSUs awarded in 2017 will be subject to the following two performance 

measures: 

1. PSUs – ROIC 

Seventy percent (70%) of the PSU award value is subject to the achievement of a target related 

to the Company’s average three-year ROIC over the plan period and the payment will be 

conditional upon meeting a minimum average closing share price during the last three months 

of 2018. The ROIC for each of the applicable plan years is generally calculated as net income 

before interest expense, divided by the total of the Company’s average net indebtedness and 

the average shareholders’ equity, and may, in certain instances, be adjusted for certain items as 

determined by the Committee. ROIC measures the Company’s efficiency in the use of its capital 

funds and is viewed as a key measure of long-term value generation to its shareholders. […]  

PSUs – ROIC granted in 2017 to NEOs and other designated employees are subject to the 

attainment of the performance measures presented in the table below: 
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2. PSUs – TSR 

Thirty percent (30%) of the PSU award value is subject to CN’s Relative TSR measured against 

two equally-weighted comparator groups: i) selected Class I Railroads, and ii) S&P/TSX 60 

companies. Relative TSR performance measures CN’s share price appreciation, inclusive of 

dividends, over the three-year plan period against the companies within each comparator 

group. 

PSUs — TSR awarded in 2017 to NEOs and other designated employees are subject to the 

attainment of the performance measures presented in the table below: 

 

Discussion 

CN Rail’s PSU plan is noteworthy because: 

a) It provides full disclosure of goals set under the PSU plan and describes why return on invested capital 

(ROIC) is emphasized: it measures the company’s efficiency in the use of its capital funds and is viewed 

as a key measure of long-term value generation. 
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b) There is a possibility that, following an assessment of the company’s future 3-year performance, no 

PSUs vest. Therefore, CN Rail’s PSUs are truly at-risk. 

c) ROIC and TSR (total shareholder return) are assessed against a single three-year goal as opposed to 

three one-year goals. CCGG encourages boards to evaluate key performance measures over multi-year 

periods in order to focus and incent management on long-term value creation. 

d) PSUs are settled in common shares (purchased on the open market) instead of cash, thereby 

encouraging executive officers to build share ownership. 

Use of adjusted financial performance measures in compensation structures 
As shown in the previous example, CN Rail may, under certain circumstances, adjust return on invested capital 

for “certain items as determined by” its Human Resources and Compensation committee. 

CCGG has observed that many issuers use adjusted financial performance measures to make executive 

compensation decisions. In such cases, to the extent possible, we encourage boards to indicate the type of 

adjustments that can be made or that have been made in the past to the most comparable GAAP financial 

measure. We also encourage issuers to discuss in their proxy circulars the role of the board in scrutinizing 

material adjustments that are made to the most comparable GAAP or IFRS figure in order to arrive at the 

adjusted financial performance measure used in the company’s executive compensation scheme.   

Canadian National Railway Company, 2018 Proxy Circular, page 46: 

 

Discussion 

For the PSU award that vested in 2017, CN Rail’s proxy circular notes that return on invested capital was 

adjusted to exclude deferred income taxes resulting from various tax enactments, including U.S. tax changes. If 
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no adjustment had been made for the U.S. tax changes, the payout factor would have been 200% instead of 

135%. 

TELUS Corporation, 2018 Proxy Circular, page 74 &75: 

2017 corporate performance metrics and results  

[…] Footnote (3): Simple cash flow is a non-GAAP measure and does not have a standardized 

meaning under IFRS-IASB. It is defined as EBITDA less capital expenditures (excluding spectrum 

licences). For the purposes of the scorecard payout, simple cash flow was normalized to exclude 

capital expenditures in excess of the 2017 plan, which were associated with our decision to 

accelerate our investment in broadband technology and infrastructure across wireless and 

wireline operations, and to exclude the impact of the British Columbia wildfires, as well as 

certain other minor, one-time exogenous factors. As a result, simple cash flow was adjusted 

from $1.680 billion to $1.796 billion. 

Footnote (4): For the purposes of the scorecard payout, actual basic EPS was adjusted to remove 

the impact of certain one-time exogenous factors, including the increase in the B.C. corporate 

income tax rate. As a result, basic EPS was adjusted from $2.46 to $2.51. 

[…] TELUS has had a standard practice in place since 2009 whereby the Chair of the Audit 

Committee and the Chair of the Compensation Committee review the results on the corporate 

scorecard in advance of their respective quarterly meetings and facilitate a line-by-line 

reconciliation of the corporate scorecard metrics and results with the quarterly financial results. 

Any proposed adjustments to the corporate scorecard results for payout purposes are subject to 

this review. 

In approving the adjustments to the corporate scorecard results, the Compensation Committee 

sought an approach that was balanced and fair to the employees, as the corporate scorecard 

results drive the annual performance bonus of all employees participating in the program. The 

Committee decided it was appropriate to exclude negative and positive impacts of some events 

that could not have been anticipated when setting the targets or that resulted from in-year 

strategic decisions of senior management to achieve long-term benefits. Thus, the results were 

normalized as indicated in the footnotes above. 

The corporate scorecard multiplier impacts 80 per cent of the annual performance bonus and 

EPSU award for each executive. The balance (20 per cent) reflects the individual performance 

multiplier. 

Discussion 

TELUS’ proxy circular describes the role of the board in scrutinizing material adjustments proposed to financial 

measures used in the company’s compensation scheme. 
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Effectiveness of the Compensation Program over Time 
In order to truly understand the effectiveness of an issuer’s compensation program, it is useful to know not only 

the grant date value of compensation awards, which reflects how the board intended to compensate 

management, but also how effective the compensation program has actually been in aligning management’s 

interests with shareholders. 

Canadian Imperial Bank of Commerce, 2018 Proxy Circular, page 73-74: 

CEO realized and realizable pay 

The chart and accompanying table below illustrate CIBC’s strong track record of aligning CEO 

pay to CIBC’s performance. The chart compares the current value of compensation awarded to 

CIBC CEOs since 2008 to the value received by shareholders over the same period. The table 

provides the underlying information reflected in the chart including the CEO’s realized and 

realizable TDC pay values for each year. From fiscal 2008 to 2017, the current value of $100 

invested by a shareholder is generally greater than the value of $100 in compensation awarded 

to CIBC’s CEO. 

The current value of the CEO awards as at December 31, 2017 for the fiscal years noted 

represents the total of: 

(1) realized pay received by the CEO (actual pay from awards received, dividend equivalents paid 

and options exercised); and 

(2) potential realizable value of awards yet to be paid (unvested units and unexercised options if 

still outstanding). 
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Discussion 

Some issuers have included in their circulars the realizable value of Options and PSUs based on year end stock 

prices. Disclosing realizable value of share based awards is a good practice but this value does not reflect the 

actual compensation that is realized by the executive. 

Notably, CIBC’s circular includes an 11 year look-back table which shows grant date value of the current and 

former CEO’s past compensation along with the value realized and realizable (for awards still outstanding as of 

the most recent fiscal year end). The table also compares the value of the CEO’s compensation to the value of a 

$100 investment in CIBC common shares.  
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Management Biographies  
In order to judge the appropriateness of an executive’s compensation plan, it is essential to understand the roles 

and responsibilities of the executive. 

 TransCanada Corporation, 2018 Proxy Circular, page 93: 

 

Discussion 

TransCanada explains each NEO’s role and responsibilities and provides shareholders with a brief overview of 

each NEO’s direct compensation and ownership of TransCanada common shares.  
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Executive Share Ownership Requirements 
Companies should consider adopting share ownership requirements for their NEOs to enhance alignment of 

interests with the company’s shareholders. Additionally, disclosure should answer the following questions: 

 What are the minimum share ownership requirements that each NEO must meet? 

 Are NEOs required to maintain minimum share ownership levels for any period of time after leaving the 

company? 

 What are each NEO’s current shareholdings relative to the required holdings level? 

 Beyond direct shareholdings, do vested or unvested equity-linked forms of compensation (for example, 

in-the-money option grants, unvested RSU or PSU grants, etc.) count towards an NEO’s minimum 

ownership requirements? 

TELUS Corporation, 2018 Proxy Circular, pages 81-82: 

Share ownership requirement 

Our executive share ownership requirement has been in place for over a decade, further 

demonstrating our compensation philosophy to align the interests of our executives with those 

of our Shareholders. Our executives must beneficially own, either directly or indirectly, a certain 

number of Shares based on targets varying by position. This is a more stringent requirement 

than prevalent market practice since TELUS does not include options, EPSUs or RSUs when 

determining if the target has been met. In our view, an executive purchasing Shares with his or 

her own funds more clearly demonstrates his or her commitment to the Company and its future 

success. 

  

The ownership requirement was met by three NEOs in 2017 (Josh Blair, Eros Spadotto and David 

Fuller). Doug French is making progress toward meeting his share ownership target and has five 

years from the time of his official appointment (February 2022) to reach the target. At 6.9x, 

Darren is very close to meeting his share ownership target of 7x annual base salary. It will be 

met during 2018. 

We also require an executive who has not met the share ownership requirement to take 50 per 

cent of net equity awards (after taxes) in Shares for any equity vesting unless that executive is 

pursuing other means of meeting the share ownership requirement. The executive must also 

hold such Shares until the requirement is met. 
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Furthermore, any executive retiring after January 1, 2013 must continue to hold a number of 

Shares equal to the share ownership requirement for one year following retirement. […] 

Executive shareholdings and total equity summary 

The following table lists the number and value of Shares and total equity (Shares, EPSUs and 

RSUs, but excluding options) held by each NEO as at December 31, 2017 (as set out in the 

Summary compensation table on pages 83 and 84). It also shows total shareholdings as a 

multiple of the individual’s annual base salary at year-end relative to the share ownership 

guidelines described previously. 

 

Discussion 

TELUS does not include any form of share based compensation awards (e.g. options, RSUs or PSUs) when 

determining whether an executive has met his/her shareholding requirements. CCGG agrees with TELUS’ 

position that executives purchasing common shares with their own funds more clearly demonstrate a 

commitment to the company and its future success. TELUS requires all executives (not just the CEO) to continue 

to meet their respective ownership requirements for at least one year following retirement. 

In some cases, issuers have included vested and unvested share-based awards in calculating executive share 

ownership. Awards such as certain Deferred Share Units and certain Restricted Share Units, that have vested but 

have not yet paid out, and on which income taxes have been deferred till the awards are settled, may be 

included in an officer’s share ownership if they are adjusted for any income taxes that are owed on settlement. 

Awards that have not yet vested should not count towards an officer’s share ownership. 
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We ask issuers to differentiate between an officer’s common share ownership and any share-based awards 

included in the computation of share ownership. Because TD Bank (see example below) discloses common 

shares held by each NEO separately from the NEO’s share-based awards, investors can see that the CEO meets 

his share ownership requirements by virtue of the common shares he holds. 

Toronto-Dominion Bank, 2018 Proxy Circular, page 38: 

Share ownership 

Mr. Masrani exceeds his share ownership requirement of $12,500,000. 

 

Termination and Change of Control Benefits 
In seeking to understand the employment arrangements between an issuer and its NEOs, CCGG looks for 

compensation disclosure to answer the following questions:  

 Does the company have employment agreements with its NEOs? What are the material terms of the 

agreements? 

 What payment, if any, is awarded… 

o …if a NEO resigns? 

o …if a NEO is terminated without cause? 

o …if a NEO is terminated without cause after a change of control occurs? 

o …if a change of control occurs but a NEO is not terminated? 

 How a change of control is defined and whether vesting provisions upon a change-of-control are based 

on a “double-trigger”? 

 What payments would be made to NEOs under each termination scenario if their employment had been 

terminated at year-end? 

Methanex Corporation, 2018 Proxy Circular, pages 57-59: 

Change of Control and Termination Benefits for NEOs 

The Company has entered into employment agreements with each of the NEOs that provide 

them with certain rights in the event of involuntary termination of employment or a “Change of 

Control” of the Company. A “Change of Control” occurs when: 
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 more than 40% of voting shares of the Company are acquired by an outsider; 

 a majority change in the Board occurs; 

 all or substantially all of the assets of the Company are sold to an outsider; or 

 a majority of directors determines that a change in control has occurred. 

[...]The employment agreements with the NEOs provide for a “double trigger” for grants of stock 

options/SARs/TSARs. A “double trigger” means that early vesting of stock options /SARs/TSARs 

requires the occurrence of both (1) a Change of Control and (2) either termination of the NEO's 

employment or an adverse material change in the NEO's employment status within 24 months 

following such Change of Control. 

[…]The following table shows the provisions in the employment agreements of the NEOs as at 

December 31, 2017 in the event of a termination of employment: 

 

 

Discussion 

Methanex’s circular includes all the information discussed above.  
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Retirement Benefits and Perquisites  
In reviewing executive perquisites and retirement benefits, CCGG looks for compensation disclosure to answer 

the following questions: 

 Has the company granted an NEO bonus years of pension service beyond those years actually worked? 

Does the company have a policy on whether it will do so in the future? 

 Does the company have caps, either hard-dollar or otherwise, on pension benefits? 

 Does the company have any policies governing the use of perquisites for executives, particularly for 

controversial perquisites such as personal use of corporate aircraft or tax-gross ups? 

Vermilion Energy Inc., 2018 Proxy Circular, page 56: 

Savings Plan 

Funds contributed to our Savings Plan are used to acquire Vermilion shares issued from 

treasury, on the open market or combination of both. Executives participate in the same plan as 

employees and are eligible to receive the same contribution level of 1.5 times the 

executive/employee contribution to a maximum Vermilion contribution of 10.5% of base salary 

earned. The purpose of the Savings Plan is to encourage ownership in Vermilion. Shares 

purchased with the employer contribution within the Savings Plan are restricted from sale for a 

one-year period from the contribution date. Where the restricted shares are withdrawn, a 

penalty is applied and the executive/employee loses Vermilion’s matching contribution for a 

period of 12 weeks following the withdrawal. In 2017, a total of 124,824 shares were issued 

from treasury at prices per share between $38.98 and $56.96. 

We do not have a pension plan for any Canadian-based employees, nor do we offer any 

deferred benefits. 

Benefits and Perquisites 

Our Canadian benefit plans provide all employees with extended health and dental coverage, 

life insurance, employee assistance program and disability insurance. Benefits provided to 

employees globally may vary depending on the jurisdictions the employees are located in. Costs 

for NEOs have been included in the Summary Compensation Table on page 77. 

We limit the use of perquisites – special benefits – for our executives as we do not think they 

should be a significant element of compensation. We do, however, understand that some 

perquisites are appropriate to keep us competitive. The GHR Committee routinely reviews 

perquisites to ensure they are appropriate and market competitive. We provide executives with 

parking and an executive health plan as perquisites. 
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Pembina Pipeline Corporation, 2018 Proxy Circular, page 80: 

Supplementary retirement plan 

Employees can also earn supplementary benefits under our supplementary retirement plan. This 

plan is designed to provide benefits to employees beyond the limitations imposed by the 

Income Tax Act (Canada). The supplementary plan pays benefits for 120 months. 

The total benefit under both the defined benefit and supplementary retirement plans cannot be 

more than 1.4 percent of the employee’s highest three-year average base salary in the final 120 

months of employment, multiplied by his or her defined benefit pensionable service. 

 

Discussion 

Vermilion clearly discloses in its proxy circular the types and value (in its summary compensation table) of 

benefits and perquisites offered to executive officers. Of note, Vermilion does not offer its NEOs supplemental 

retirement benefits; instead NEOs participate under the company’s employee share savings plan which 

promotes share ownership. 

Certain issuers such as Pembina Pipeline offer their NEOs retirement plans that supplement those available to 

other employees. In some instances supplemental retirement benefits may be difficult to avoid for competitive 

reasons. We encourage issuers to limit such supplemental benefits, however, and to not grant extra years of 

service or special benefits such as higher than normal accrual rates under pension plans. 
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Say on Pay 

Boardwalk REIT, 2018 Proxy Circular, pages 88-89: 

Special Business – Advisory Vote on Executive Compensation 

Unitholders may cast an advisory vote on the approach to executive compensation disclosed in 

the “Compensation Discussion & Analysis” section of the Circular. 

[…] While the advisory vote is non-binding, the CGN Committee and the Board of Trustees will 

take the results of the vote into account, as they consider appropriate, when considering future 

compensation policies, procedures and decisions. In addition, the Trust is committed to ensuring 

that it communicates effectively and responsibly with Unitholders, other interested parties and 

the public. As part of that commitment, the Trustees periodically engage certain Unitholders 

and governance stakeholders directly to discuss the approach to executive compensation. 

Finally, the Trust offers Unitholders several ways to communicate directly with the independent 

Trustees either through the Chairman of the Board, including by email c/o Boardwalk Investor 

Relations at investor@bwalk.com, or directly with the CGN Committee at cgn@bwalk.com. 

Emails addressed to the Chairman of the Board received from Unitholders and expressing an 

interest to communicate directly with the independent directors via the Chairman will be 

provided to them. 

[…]The Trust’s Governance Guidelines provide that, if a majority or significant proportion of the 

Units represented in person or by proxy at the meeting are voted against the advisory 

resolution, the Chairman of the Board will oversee a process to seek a better understanding 

addressing the Unitholder’s specific concerns. The CGN Committee will consider the results of 

this process and, as it considers appropriate, will review the approach to the executive 

compensation in the context of Unitholders’ specific concerns and may make recommendations 

to the Board of Trustees. Following the review by the CGN Committee, the Trust intends to 

disclose a summary of the process undertaken and an explanation of any resulting changes to 

executive compensation. The Trust will provide this disclosure within six (6) months of the 

Unitholders’ meeting and, in any case, not later than in the next Management Information 

Circular. 

Discussion 

Offering shareholders a ‘Say on Pay’ vote is a useful tool that is used by boards to assess shareholders’ 

acceptance of the corporation’s approach to executive compensation. More than 64% of the issuers in the 

S&P/TSX composite index now offer their shareholders a ‘Say on Pay’ vote. 

Boardwalk REIT offers its shareholders a ‘Say on Pay’ vote and it also indicates that, in case a majority or a 

significant proportion of units are voted against the advisory resolution, the Chair of the Board will oversee a 
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process to understand unitholder concerns. Furthermore, Boardwalk Trustees “periodically engage certain 

unitholders and governance stakeholders directly to discuss the approach to executive compensation.”  

Compensation Peer Groups 
Boards commonly benchmark compensation against peers to ensure the company pays in a manner that is 

competitive. We caution that the practice of benchmarking against peers should not be overly relied upon at the 

expense of a robust, independent analysis. Absent extenuating circumstances, the quantum of compensation 

awarded should be determined within the context of the organization as a whole and should be justified 

primarily by performance. 

When external consultants are retained by the board, the board, as a governance best practice, should ensure 

that the consultant is independent of management. In any event, while the input received from independent 

compensation consultants may provide valuable assistance to the board, following a consultant’s 

recommendation does not reduce a board’s responsibility to ensure that compensation decisions are 

appropriate. 

Boards should disclose answers to the following questions: 

 Does the compensation committee make use of an independent compensation consultant? 

 If management retains the same compensation consultant as the committee, must the committee first 

give its approval? If so, what portion of the consultant’s total fees was attributable to work done for 

management? 

 To the extent peer group benchmarking is used, does it serve solely to inform the board or does the 

board target a specific range or percentile level for compensation relative to its chosen peer group? 

 What companies comprise the peer benchmarking group and what is the rationale for including the 

peers that were chosen? 

Precision Drilling Inc., 2018 Proxy Circular, page 55: 

Independent Advice 

The HRCC retains an external consultant for advice, research and analysis about executive 

compensation and has worked with Mercer since 2006. Mercer provides insights on general 

compensation issues, competitiveness of pay levels, risks relating to compensation design, 

insights into market trends, and advice about technical matters. The HRCC takes this 

information into account but ultimately makes its own recommendations and decisions. 

The table below shows the total fees paid to Mercer in the last two years. 
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Precision Drilling Inc., 2018 Proxy Circular, page 56-57: 

Benchmarking 

We benchmark executive compensation with the aim to attract and retain global talent and stay 

competitive in markets where we operate. 

The HRCC works with Mercer and our human resources group to review market data and 

establish a peer group of public companies that we compete with for executive talent. We also 

look at these companies to assess compensation trends and market practices. 

Total compensation for each executive is based on several factors, including individual 

performance, leadership, global responsibilities, collaboration, experience, education, 

succession planning considerations, competitive pressures and internal equity. 

We set our targets for base salaries at or slightly below the median (50th percentile) of our 

Compensation Peer Group. Targets for total direct compensation (salary plus short-term and 

long-term incentives) are set at the median for solid performance, and at the 75th percentile or 

higher for exceptional corporate and individual performance. 

About the Compensation Peer Group 

Our Compensation Peer Group includes similar companies, including contract drilling, well 

servicing and offshore drilling companies, that have been carefully selected based on their 

comparability to Precision – comparable business lines and similar in size, complexity, operating 

regions and style of operation. Our Compensation Peer Group also includes companies from the 

broader oilfield services sector that we compete with for global talent, market share and 

customers. 

Our growth over the last several years, as well as our future growth plans, are primarily focused 

in the U.S. and our international regions. For our 2017 fiscal year, 57% of our revenue was from 

our U.S. and International operations, and 43% was from our operations in Canada. In 2018, the 

majority of our capital expenditures will be focused on the U.S. and International operations. 

Due to this shift in focus, we have centralized most of our leadership team in Houston, Texas 

and compensate them in U.S. dollars. With assistance from Mercer, we review the companies 

included in our Compensation Peer Group annually and include Canadian and U.S. based 

companies. Establishing a peer group that consists of a mix of Canadian and U.S. based 

companies reinforces our strategy of attracting and retaining the best talent in the drilling 

services market to drive value to shareholders over the long term. 

The HRCC works with Mercer on the peer group analysis, examining eight metrics that provide a 

reasonable assessment of comparability and establish a peer group of companies that is 

relevant and appropriate: 
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For benchmarking purposes, Mercer reviews the proxy materials of peer companies and gathers 

third party compensation survey data and relevant information from other companies in the 

energy services sector that have similar size revenue if compensation data for equivalent 

executive positions is not publicly available. 

The HRCC reviews our Compensation Peer Group every year (more frequently if there are 

mergers, acquisitions or other industry developments) to ensure the group is appropriate for 

compensation planning purposes. 

2017 Compensation Peer Group 

We benchmarked compensation levels for 2017 against the following 16 companies. Our 2017 

Compensation Peer Group was unchanged from 2016. 

 

Discussion 

Precision Drilling explains its approach to setting executive compensation which, among other things, includes 

the use of a compensation peer group. The method used to select compensation peers is also explained. Under 

its Performance Share Unit plan, Precision uses a different peer group to assess the company’s relative 

performance and describes why it does so. 
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