
 

 

  

2018 Best Practices 
for Proxy Circular Disclosure 

 

 

 

 

PO Box 22, 3304-20 Queen St W, Toronto, ON M5H 3R3 



 

CCGG | Introduction i 

 

2018 Best Practices 
for Proxy Circular Disclosure 

Table of Contents 
 

Introduction ...................................................................................................................................... 1 
Governance Gavel Awards ............................................................................................................... 2 
Recommended Tools for Disclosure ................................................................................................. 3 
New in 2018 ...................................................................................................................................... 4 
Disclosure of Governance Practices ................................................................................................. 5 
Disclosure of Executive Compensation .......................................................................................... 36 



 
 

CCGG | Introduction 1 

 

2018 Best Practices 
for Proxy Circular Disclosure 

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. 

mailto:aabid@ccgg.ca
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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. 

https://www.ccgg.ca/site/ccgg/assets/pdf/the_directors__e_s_guidebook.pdf
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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. 

http://www.goldcorp.com/


 

CCGG | Disclosure of Governance Practices 31 

 

2018 Best Practices 
for Proxy Circular Disclosure 

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 



 

CCGG | Disclosure of Executive Compensation 44 

 

2018 Best Practices 
for Proxy Circular Disclosure 

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. 


