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Best Practices in Disclosure of Director Related In formation

About this document

Purpose of this document

Corporate governance guidelines for building high p erformance boards recommends in
Guideline One that, “The single most important corporate governance requirement is the quality
of directors. By quality we mean directors with the integrity, competencies, capabilities and
motivation to carry out their fiduciary duties in the long term best interests of the corporation and
all of its shareholders.™

The purpose of this document is to improve disclosure about directors. The Coalition believes
that the most effective disclosure is:

easy to find

easy to understand

accurate and complete

given in context so that the information has meaning.

pPwpPE

New in the 2009 version

Innovations now best practices:  In last year's document, innovative disclosure practices were
highlighted. Where feasible these innovative practices have been incorporated into the 2009
document as a best practice.

! Corporate governance guidelines for building high performance boards, page 7.
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Using this document

This document is divided into five sections:
Shareholder voting

Director information

Proxy circular layout

Innovations

A guide to providing “best practice” disclosure

moowy

There are two ways to find the companies mentioned in this document:
Index to companies with a best practice (page V)
Index to companies with an innovative disclosure practice (page V)

Section A — Shareholder voting includes the method of voting for directors preferred by the
Coalition, as well as a discussion about majority voting along with a listing of those issuers who
have adopted a majority voting policy for their director elections.

In addition, there is a discussion on the results from our annual study on voting methods (how
shareholders cast their ballots — slate voting or individual voting?) and the disclosure of the
voting results.

Section B — Director information  offers guidance to companies that want to adopt exemplary
disclosure practices in their annual proxy circular. The “best practices” provided are examples of
how some companies have chosen to communicate information to their shareholders.
Companies are encouraged to either adopt or adapt these disclosure practices.

In addition, disclosure practices judged to be innovative have been incorporated into their
relevant disclosure sections B.1 through B.5. Section C is a summary of the innovative
disclosure practices found during our review of the 2009 proxies.

Innovations are marked: _

Section C — Proxy circular layout  provides examples of efforts made by issuers to enhance
the readability of the proxy circular.

Section D — Innovations shows what some companies have done to improve their disclosure
practices over and above what was communicated in last year’s document.

Section E — A guide to providing “best practice” di sclosure is a checklist issuers can use to
compare their current disclosure practices against the Coalition’s “best practices” when crafting
their 2010 proxy.

Canadian Coalition for Good Governance Page 2
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Disclosure under continuous disclosure obligations

The purpose of this document is to recommend disclosure practices that exceed the minimum
requirements set out in the regulations. The following is a brief discussion of the requirements
under the current Canadian Securities Administrators (CSA) regulations and where the CCGG
disclosure recommendations exceed those obligations.

Section A: Shareholder Voting

How shareholders vote (voting methods)

CSA regulation: Section 9 of National Instrument 51-102, Continuous Disclosure Obligations,
addresses the sending, filing and content (along with exemptions) of the Registered Form of
Proxy and the Voting Instruction Form but does not establish any rules for the format of these
documents.

CCGG recommendation: The Coalition recommends individual director voting using a
checkbox to indicate voting preference (for or withhold) along with the adoption of a majority
voting policy.

Voting results
CSA regulation: Section 11.3 of Section 11.3 of National Instrument 51-102 Continuous
Disclosure Obligations (NI 51-102) requires issuers, except venture issuers, to:

...report promptly following a meeting of securityholders at which a matter was submitted to a
vote, file a report that discloses, for each matter voted upon

(a) a brief description of the matter voted upon and the outcome of the vote; and

(b) if the vote was conducted by ballot, including a vote on a matter in which votes are
cast both in person and by proxy, the number or percentage of votes cast for, against or
withheld from the vote.

CCGG recommendation: It is reasonable that an issuer should report their results (i.e. post
them on SEDAR) within 10 business days of the annual general meeting. In addition, the report
should include the results based on the number of proxy votes cast for or withheld from the
election of directors and auditors along with those cast for and against any company sponsored
or shareholder sponsored resolutions that appear on the proxy. While reporting results were
passed “by a show of hands” does not breach any legal requirements, it provides no useful
information to a shareholder, which is contrary to the intent of Section 11.3.

Section B: Director information

How information is disclosed

CSA Regulation: Form 51-102F6 of National Instrument 51-102 (Continuous Disclosure
Obligations) provides some direction for issuers when preparing their annual communication
with shareholders. Part 1(g) Tables and Figures encourages issues to present information in
tabular form, where it is practicable and appropriate.

Canadian Coalition for Good Governance Page 3
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CCGG recommendation: The Coalition believes that information presented in a table is both
easy to find and easy to understand — fulfilling two of the four requirements for effective
disclosure. It is therefore not surprising that many of the “best practices” cited in this document
include material presented in a table.

What information to disclose

Refer to Section D of this document for the disclosures required under the current CSA
regulations and those put forward as “best practice” by the CCGG. See below for more
information.

Section E: A guide to providing effective director disclosure
The checklist summarizes the components of “best practice” disclosure in all five essential

sections. It is designed to help companies create disclosure that is at the “best practice” level.
Shaded areas of the checklist indicate disclosures required under current CSA regulation.

Checklist for effective director disclosure

Section B.1 — Director selection and orientation

CCGG guideline

Disclosure standard

Meets
standard

1. Director Selection

Guideline one — Ensure quality
motivation of board members

Provide details on the director selection process.

Indicate that a skills matrix of director talents and board
requirements is maintained.

Identify that the board maintains an “ever-green” list of director
candidates.

2. Director Orientation

Guideline one — Ensure quality
motivation of board members

Detail the new director orientation program.

Include the professional development opportunities available to
directors.

Shaded areas represent disclosure standards
that meet current CSA regulations

This is a living document. Over time, the coalition will be increasing the range of “best practice”
disclosures. If your company has developed disclosure that you believe should be included in

this document, please contact Mr. Daniel Curren, Research Associate at 416-644-6580 or by e-
mail at daniel_curren@ccgg.ca.

You'll find more information about these “best practices” in the Coalition’s Corporate

governance guidelines for building high performance boards. It's available on the Canadian
Coalition for Good Governance web site at www.ccgg.ca. This “best practices” document is also
available on the web site. Please contact the Daniel Curren at the Coalition if you wish to
receive a bound copy of this document.

Canadian Coalition for Good Governance Page 4
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A. Shareholder voting

Section A — Shareholder voting

Best Practices in voting for directors

The foundation of good corporate governance is a board of outstanding directors.

As shareholders, members of the Coalition are committed to electing directors who have the
integrity, competence and motivation to carry out their fiduciary duties in the long-term best
interests of the company and all of its shareholders.

Ideally, members would prefer to be able to vote “for” or “against” individual directors. However,
given the current practice of plurality voting, in which a director requires as little as one “for” vote
to be elected, members want to be able to withhold their votes from directors they believe do not
meet these high standards.

The form of proxy below is the “best practice”.

Canadian Pacific’'s 2009 registered proxy form

Canadian Pacific’'s form of proxy is a “best practic e” because it:

allows shareholders to vote for or withhold for each director
is easy to read and understand

is easy to tabulate

provides less chance for errors

facilitates the adoption of a majority voting standard.

Canadian Coalition for Good Governance Page 5
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A. Shareholder voting

Results from the study on voting methods

Annually, the CCGG conducts a study on the format of the annual form of proxy. A form of proxy
can take essentially one of two forms — slate voting or individual voting. In slate voting,
shareholders have not choice — they either vote for ALL the directors listed on the ballot or they
withhold their votes. Under individual voting, shareholders are able to select which directors
they wish to vote for and those from whom they will withhold their votes. The Coalition prefers
individual voting in the best practice method indicated on page 5. The results of the study show
how well companies are affording shareholders voting the ability to vote using the best practice
method.

Voting Methods used by the S&P/TSX Composite Compan  ies

The Coalition’s recent review of proxy forms used by the public companies on the S&P/TSX
Composite Index (including Income Trusts) shows that:
74% of companies (61% in 2008) now provide shareholders with a voting method that meets
our four “best practice” criteria.
26% of the composite companies (39% in 2008) still  do not allow shareholders to
withhold their vote on individual directors. In these cases, shareholders must vote for all or
none of the nominated directors on the slate, regardless of individual qualifications (also
known as slate voting).
The survey excluded 11 issuers with non-voting stock, 3 limited partnerships (who did not
have a proxy) and 1 issuer who did not post their form of proxy on SEDAR.

Forms of voting used by S&P/TSX Composite Companies  *
N =194

Can only vote
for all directors, T

not individuals
(slate voting)

Best practice
(individual
voting)

After separating the data between “public corporations” and “income trusts” it is evident that the
public corporations companies are much more inclined to provide shareholders with individual
voting. There remain a disproportionate number of income trusts that offer shareholders slate
voting. More details can be found on the following pages.

*Data as of November 1, 2009.

Canadian Coalition for Good Governance Page 6
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A. Shareholder voting

Voting Methods used by the public corporations on t he S&P/TSX Composite

80% of companies now provide shareholders with a voting method that meets our four “best
practice” criteria, up from 69% in 2008.

20% of the composite companies still do not allow s hareholders to withhold their vote
on individual directors. In these cases, shareholders must vote for all or none of the
nominated directors on the slate, regardless of individual qualifications (also known as slate
voting). While this is an 11% decrease from 2008, the optimal number of companies with
slate voting is 0.

The survey excluded 11 issuers with non-voting stock and 1 issuer who did not post their
form of proxy on SEDAR.

Forms of voting used by Public Companies of the S&P ITSX

Composite
N =149

Can only vote
for all directors,
not individuals
(slate voting)

Best practice
(individual
voting)

Canadian Coalition for Good Governance Page 7
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A. Shareholder voting

Voting Methods used by the Income trusts on the S&P  /TSX Composite

Close to 56% (up from 39% in 2008) of income trusts provide shareholders with a voting

method that meets our four “best practice” criteria.

44% (61% in 2008) of the composite companies do not  allow unitholders to withhold

their vote on individual trustees. In these cases, unitholders must vote for all or none of the
nominated trustees on the slate, regardless of individual qualifications (also known as slate

voting).

Forms of voting used by Income Trusts of the S&P/TS
Composite
N =55

Can only vot e —

for all directors,
not individuals
(slate voting)

X

Best practice
(individual
voting)

Canadian Coalition for Good Governance
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Differences between the registered form of proxy an

A. Shareholder voting

d voting instruction form

Registered shareholders (those who physically hold the shares) receive the registered proxy
form. Beneficial shareholders (shareholders who have their shares deposited with a third party,
such as a brokerage) receive the voting instruction form.

The board of directors must ensure that the voting instruction form allows shareholders the

same opportunity to vote for or withhold their vote for individual directors. The layout of the

Voting Instruction Form can differ from the Registered Form of Proxy as long as shareholders
are able to vote for directors in a manner consistent with the “best practice” described above.

In the 2009 proxy season, the Coalition continues to find issuers were ensuring consistency
between the Voting Instruction Form and the Registered Form of Proxy.

Voting schematic*

The following schematic outlines the proxy voting process. The right hand side of the diagram
shows the process for registered shareholders and the left hand side represents the proxy
voting process for beneficial shareholders.

Beneficial Shareholders

Prepares list of

Registered Shareholders

Prepares
omnibus proxy

beneficial Forwards proxy related
materials (except proxy

form)

owners

Broadridge

Forwards proxy
materials &
Omnibus Proxy

Sends voting results
to Transfer Agent

Forwards proxy
materials,
creates VIF

|

Returns voting
information

- - == — e - m =

Tabulates all votes
and reports results

Beneficial

jmm———————

Reports results of
shareholder votes

Shareholder

(Cannot vote at annual meeting)

‘ Flow of voting materials ‘

| Flow of voting results |

*Created by Paul Schneider, Director of Research

consultation with Wes Hall, President & CEO of King

Annual Meeting

Transfer Agent

Forwards proxy
materials

Canadian Depository for
Securities

Returns voting
information...

Registered

Shareholder

..or votes votes
in person at
annual meeting

of the Canadian Coalition for Good Governance in

sdale Shareholder Services.
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Majority voting

A. Shareholder voting

In June of 2005, the Coalition introduced a majority voting policy that can be adopted by boards
of directors. The policy states that in the event that a director receives greater than 50% + 1
withheld votes, those withheld votes would be considered “against” votes. The director not
receiving a majority of “for” votes would submit his or her resignation to the Corporate
Governance and Nominating Committee (or equivalent) who would then determine whether or
not the resignation should be accepted. The decision of the Corporate Governance and
Nominating Committee (or equivalent) would be published within 90 days of the receipt of the

resignation.

If this results in a board vacancy, a board has three choices for replacing the director:
1. Appoint a director (ideally from the Evergreen List maintained by the board).
2. Convene a special meeting of shareholders to elect a new director.
3. Leave the position vacant until the next annual meeting.

The policy does not apply when a shareholder meeting is contested.

You can download the policy, explanatory notes and sample policies from our website

(www.ccgg.ca).

Boards adopting majority voting

As of the date of this document, we are aware of the following 138 issuers (including those not
part of the S&P/TSX Composite) adopting a majority voting policy for its most recent director

elections:

Addenda Capital Inc.

Agnico-Eagle Mines Ltd.

Agrium Inc.

Air Canada

Ambrilla Biopharma

Amica Mature Lifestyles

ARC Energy Trust

Astral Media Inc.

Atlantic Power

Atrium Biotechnologies Inc.

Ballard Power Systems

Bank of Montreal

Bank of Nova Scotia (The)

Barrick Gold Corporation

BCE Inc.

Bell Aliant Regional Communication
Biovail Corporation

Boardwalk Real Estate Investment Trust
Bombardier Inc.

Brookfield Asset Management

CAE Inc.

Calfrac Well Services

Calloway Real Estate Investment Trust
Cameco Corporation

Canadian Imperial Bank of Commerce

Canadian National Railway
Canadian Natural Resources
Canadian Pacific Railway
Canadian Real Estate Investment Trust
Canadian Tire (Class A Directors)
Canadian Western Bank

Canarc Resource Corp.

Canfor Corporation

Celestica Inc.

Celtic Exploration

Cineplex Galaxy Income Fund
Compton Petroleum

Consumers' Waterheater Income Fund (The)
Continental Nickel

Corby Distilleries

Davis + Henderson Income Fund
Descartes Systems Group

Domtar Corporation

easyhome Ltd.

Eldorado Gold

Emera Incorporated

Empire Company (Class A shares)
Enbridge Inc.

EnCana Corporation

Enerflex Systems Income Fund

Canadian Coalition for Good Governance
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Engenuity Technologies Inc.
Ensign Energy Services Inc.
Equitable Group Inc.

Finning International
FirstService Corporation
FNX Mining

Forzani Group Ltd. (The)
Gildan Activewear

GMP Capital Trust

Goldcorp Inc.

Great Basin Gold

Groupe Aeroplan

Harry Winston Diamond Corporation
Home Capital Group Inc.
HudBay Minerals

Husky Energy

Industrial Alliance Insurance & Financial
Services

ING Canada

Inmet Mining

Innergex Renewable Energy
Keyera Facilities

Kingsway Financial Services
Kinross Gold

Laurentian Bank of Canada

MacDonald Dettwiler and Associates Ltd.

Major Drilling Group International
Manitoba Telecom Services
Manulife Financial

Maple Leaf Foods

MDC Partners

MDS Inc.

Methanex Corporation
Miramar Mining

NAL Oil & Gas Trust

National Bank of Canada
New Gold Inc.

Nexen Inc.

Norbord Inc.

Northern Dynasty Minerals
NOVA Chemicals Corporation
NovaGold Resources Inc.
NuVista Energy

Open Text Corporation

Study of the reporting of voting results

A. Shareholder voting

Opti Canada

Petro-Canada

PotashCorp

Primaris Retail Real Estate Investment Trust
Pulse Data Inc.

Quadra Mining Ltd.

Quest Capital

Royal Bank of Canada
Russel Metals Inc.
Savanna Energy Services
Sears Canada

ShawCor Ltd.

Shoppers Drug Mart

Sierra Wireless

Silver Standard Resources
Silver Wheaton

Silvercorp Metals
SNC-Lavalin Group Inc.
Stantec Inc.

Student Transportation of America
Sun Life Financial Inc.
Suncor

Superior Plus

Talisman Energy Inc.
Taylor NGL Limited Partnership
TELUS Corporation
Tembec Inc.

Thompson Creek Metals
Thomson Reuters
Timminco Limited

TMX Group Inc.

Toromont
Toronto-Dominion Bank (The)
Total Energy Services Trust
TransAlta Corporation
TransCanada Corporation
Trican Well Services
Uni-Select

Uranium One Inc.

Viterra Inc.

WestJet Airlines Ltd.
Yamana Gold Inc.

Zargon Energy Trust

Zedi Inc.

Generally, the vast majority of companies comply with Section 11.3 of National Instrument 51-
102 Continuous Disclosure Obligations in that the results are posted and done some in a
relatively timely manner. However, in the Coalition’s view, the quality of the reporting is lacking.
Far too many issuers report the results of the elections by indicating that the directors and
auditors were elected and company or shareholder resolutions were passed or turned down by

Canadian Coalition for Good Governance
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A. Shareholder voting

way of a show of hands. As stated earlier, this information is of little use to the
shareholders/unitholders of the issuers.

The majority of issuers on the composite comply wit h Section 11.3 of NI 51-102...

99% of public corporations and 100% of income trusts listed on the S&P/TSX Composite
comply with the regulation. The total compliance for the entire composite is 99%. Compliance
occurs once an issuer posts on SEDAR the voting results for all items voted on at the annual
meeting.

Companies Complying with NI 51-102
All Companies on the S&P/TSX Composite
November 1, 2009

1% of companies not
in compliance

99% of companies
in compliance

..and provide timely disclosure of their results.
Over 90% of issuers continue to report their results with 10 business days of the annual
meeting.

Number of Days Required to Report Voting Results
2008 and 2009

10 —
S~
o 5
>
©
a)
g * _
(%]
(]
£
z ° _
m
5 2
] Over 90% of issuers
2 report within 10
:  —— busies days o
the AGM
* —
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Cumulative %of Companies Reporting
m 2009 m 2008
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A. Shareholder voting

However, what is being reported is of questionable utility to investors.

Less than half of issuers are reporting the results of the proxy votes using the actual votes cast.
Many issuers’ reporting is vague and contains information of little value. Issuers choosing not to
report the actual number of proxies cast, disclose either a) the directors were elected by a show
of hands of those in attendance at the meeting or, b) give even more limited disclosure by
stating such things as “the directors were elected” or listing the directors and simply stating
“passed” (these disclosures are categorized as “Other” in the charts below).

Of the total composite disclosing results of director elections, 62% of all issuers provided the
proxy results in their disclosure. These results are a significant improvement from 2008 (47%)
but still below expectations.

Reporting of Voting results of director elections
for all S&P/TSX Composite companies
2009 Proxy Season

N =204
Other .
Proxies
38 g
(19%)
Show of el
hands

For the public corporations companies, the reporting of director election results was consistent
with the results for the entire Composite. From 2008, the number of companies reporting via a
show of hands decreased by 12% and 3% fewer issuers reported using the “Other” method.

Reporting of Voting results of director elections
for Public Corporations on S&P/TSX Composite
2009 Proxy Season
N =158

Other
\ Proxies
V'

Show of hands —
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A. Shareholder voting

There has been a significant increase in the number of Income Trusts reporting ballot results in
their disclosure. In 2009, 52% of companies reported the ballot results compared to 46% in
2008. Interestingly, of those not reporting using the best practice method, there were 4 times as
many using the “Other” method to report voting results.

Reporting of Voting results of director elections f or
all Income Trust companies

2009 Proxy Season
N = 46

Other
\

24

(52%)

Showof ~
hands

Recommendations on shareholder voting

Investors should be able to cast their votes for individual directors/trustees using the
CCGG best practice method.

The registered form of proxy and the voting instruction form should continue to give
shareholders the same opportunity to vote for individual directors.

Issuers should adopt a majority voting policy for directors.

The reporting of voting results should continue to be done in a timely manner.

When reporting voting results, issuers should include the number of proxies cast. In
addition, reporting director voting results should be done on an individual director basis
and not in aggregate.

For more detailed information on voting, please see our report titled “Shareholder Voting —
Methods and Reporting” available for download from www.ccgg.ca.
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B. Director information

Section B — Director information
Disclosing director information within the annual p roxy circular

Shareholders must have thorough disclosure on all attributes of directors and enough
information to assess the suitability of the nominated directors.

Recommendations for disclosing director information

Director information is divided into five sections:
B.1. Director selection and orientation
B.2. Director background
B.3. Director share ownership
B.4. Director compensation
B.5. Director performance assessment
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B.1 Director selection and orientation

Section B.1 — Director selection and orientation

Our observations this year
More companies are using a skills matrix and evergreen list in the director selection
process.
A few companies are detailing the skills included in the matrix.
A larger number of companies are using easy-to-read charts to disclose the director
selection criteria.
Most companies continue to provide directors with orientation and continuing education
programs in some form.
There has been an increase in the level of detail provided about the orientation process.
More companies are providing details about continuing education opportunities provided
to the board over the past year.

This section includes the following examples of “best practice” disclosure.

1. Director selection:
Manulife Financial (page 17)
Nexen (page 19)
Cameco (page 22)
Methanex (page 24)

2. Director orientation and continuing education:
Cameco (pages 26)
Nexen (page 28)
Sun Life Financial (page 30)
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B.1 Director selection and orientation

Section B.1.1 — Director selection

Example 1: Manulife Financial
2009 Proxy Circular, page 8 (for director selection and skills matrix)

N _/
\/

Manulife details its current director search includ ing disclosing which skills the board is actively
seeking to add. Below, Manulife provides a matrix o f the skills and experiences its directors
possess.
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B.1 Director selection and orientation

Manulife Financial meets most of the requirements f  or effective disclosure of director
selection and orientation. Manulife could enhance i ts disclosure by discussing the
number (or a range) of directors the Governance and Nominating Committee feel should
possess of each skill or experience...

Section B.1 — Director selection and orientation

CCGG guideline Disclosure standard Meets
standard
1. Director selection
Provide details on the director selection process.
Indicate that a skills matrix of director talents and board
requirements is maintained.
Guideline one — Ensure quality | . |dentify the skills the board should possess and indicate the
motivation of board members ideal number of directors who should possess each sKill.
(2008 innovation)
Detail the skills and experience each director contributes to
the board. (2008 innovation)
Identify that the board maintains an “ever-green” list of
director candidates.
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B.1 Director selection and orientation

Section B.1.1 — Director selection

Example 2: Nexen
2009 Proxy, pages 33-34 (director selection) and 23 (skills matrix)

The nominating process is
> described along with the criteria
the committee considers.

/———- An evergreen list is
maintained.
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B.1 Director selection and orientation

—

Nexen provides a skills matrix showing the number o f directors that possess each skill. In the
footnote to the table, Nexen discusses a change in the number of directors possessing a skill
from the previous year.
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B.1 Director selection and orientation

Nexen meets most of the criteria for a “best practi ce” in director selection disclosure.
The disclosure could be enhanced by providing the n umber of directors the Governance
Committee targets for each skill or experience and indicating which directors possess
which skills.

Section B.1 — Director selection and orientation

CCGG guideline Disclosure standard Meets
standard
1. Director selection
Provide details on the director selection process.
Indicate that a skills matrix of director talents and board
requirements is maintained.
Guideline one — Ensure quality | . |dentify the skills the board should possess and indicate the
motivation of board members ideal number of directors who should possess each skill.
(2008 innovation)
Detall the skills and experience each director contributes to
the board. (2008 innovation)
Identify that the board maintains an “ever-green” list of
director candidates.
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B.1 Director selection and orientation

Section B.1.1 — Director selection

Example 3: Cameco
2009 Proxy, pages 17 (skills matrix) & 34-45 (director search)

Below, Cameco indicates it maintains a board succes  sion plan (e vergreen list) and a skills
matrix. Cameco also detailed the actual director se  arches it conducted during the past year
and what board skills/experiences it wished to stre ngthen.
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B.1 Director selection and orientation

T

Cameco details its 2008 director searches, includin  g: what skills/experiences the board wished
to add depth to, the rationale for adding such skil Is, and the results of the search.

Cameco, as with Nexen, meets many of the best pract ice criteria but could benefit from
similar enhancements to its skills matrix...

Section B.1 — Director selection and orientation

CCGG guideline Disclosure standard Meets
standard
1. Director selection
Provide details on the director selection process.
Indicate that a skills matrix of director talents and board
requirements is maintained.
Guideline one — Ensure quality | . |dentify the skills the board should possess and indicate the
motivation of board members ideal number of directors who should possess each sKill.
(2008 innovation)
Detail the skills and experience each director contributes to
the board. (2008 innovation)
Identify that the board maintains an “ever-green” list of
director candidates.
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B.1 Director selection and orientation

Section B.1.1 — Director selection

Example 4: Methanex
2009 Proxy, page 18 & 19

Methanex provides the
target number of
directors that should
possess each
skill/lexperience.

While Methanex does
indicate that all targets
have been met, it does
not provide an exact
figure.

Canadian Coalition for Good Governance
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B.1 Director selection and orientation

Methanex meets two three of the criteria for a “bes  t practice” in director selection
program disclosure...

Section B.1 — Director selection and orientation

CCGG guideline Disclosure standard Meets
standard
1. Director selection
Provide details on the director selection process.
Indicate that a skills matrix of director talents and board
requirements is maintained.
Guideline one — Ensure quality | . |dentify the skills the board should possess and indicate the
motivation of board members ideal number of directors who should possess each skill.
(2008 innovation)
Detail the skills and experience each director contributes to
the board. (2008 innovation)
Identify that the board maintains an “ever-green” list of
director candidates.
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B.2 Director background

Section B.1.2 — Director orientation and continuing education

Example 1: Cameco
2009 Proxy Circular, pages 18 (table) & 25 — 26 (description)

Cameco
provides a
complete list
of education
programs as
well as who
presented and
attended.
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B.2 Director background

Cameco discusses its orientation
/ program.

Cameco also discusses
management’s role in educating
directors.

Cameco’s disclosure of its orientation and continui ng education programs, including its
attendance list at specific programs, is excellent.

Section B.1 — Director selection and orientation

CCGG guideline Disclosure standard Meets
standard

2. Director orientation and continuing education

L . Detail the new director orientation program.
Guideline one — Ensure quality _ brog — .
motivation of board members - Include the professional development opportunities available

to directors.
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B.2 Director background

Example 2: Nexen
2009 Proxy Circular, pages 26 (table) & 72 — 73 (description)
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B.2 Director background

<4+— | Explains the new
director orientation
program.

Details the available
/ professional development

opportunities.

Nexen continues to provide exemplary details on the continuing education program
available to directors.

Section B.1 — Director selection and orientation

CCGG guideline Disclosure standard Meets
standard

2. Director orientation and continuing education

. . Detail the new director orientation program.
Guideline one — Ensure quality _ brog — .
motivation of board members - Include the professional development opportunities available

to directors.
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B.2 Director background

Example 3: Sun Life Financial
2009 Proxy Circular, page 16

Sun Life’s disclosure is similar to those of Cameco and Nexen...

Section B.1 — Director selection and orientation

CCGG guideline Disclosure standard Meets
standard

2. Director orientation and continuing education

- . Detail the new director orientation program.
Guideline one — Ensure quality . prog — .
motivation of board members - Include the professional development opportunities available

to directors.
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B.2 Director background

Section B.2 — Director background
A complete director background section would include three types of information:

1. Director biographies: Fully detailed biographies of each director nominee, including a
photo of the director, age, qualifications, length of board tenure, committee membership,
independence and other board commitments.

2. Director independence: Complete disclosure about the independence of each director.
Specifically, how a board assesses the independence of each director, the results of that
assessment and details about the company’s policy on independence, if there is one.

3. Interlocking directorships:  Identification of directors who serve together on other
boards — also known as interlocking directorships.

Our observations this year

- A majority of companies continue to do a good job at disclosing director biographies and
director independence.
Director biographies are becoming more detailed.
The most common method of disclosing director biographies is through a table similar to
those identified here as a best practice.
There has been an increase in the number of issuers reporting “area of expertise” for
each director.
The majority of issuers are including a director photo.
Many issuers are identifying interlocking board directorships or the absence of
interlocking board directorships and are extending the interlocks to include committee
membership.
Many issuers detailing past board memberships (within the past 5 years).
A number of issuers are consolidating much of the pertinent information about their
directors, such as shareholdings; compensation; stock options; etc., into their biography
tables.

Innovative disclosure practices
In addition to listing other boards on which its directors sit, Enbridge provides a description of
those organizations on whose boards they sit (such as industry, not-for-profit, etc.).

The following pages include examples of disclosure for each type of information:
1. Director biographies:
- SNC Lavalin Group (page 32)
B -0 (200 33)

TMX Group (page 34)

2. Director independence:
SNC-Lavalin Group (page 35)
Nexen (page 36)

3. Interlocking directorships:
Canadian Pacific Railway (page 38)
SNC Lavalin Group (page 39)
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B.2 Director background

SNC Lavalin’s disclosure lists the
Section B.2.1 — Director biographies directors *Area of Expertise’ and

board memberships over the past
five years (committee

Example 1. SNC Lavalin Group memberships in footnotes).

2009 Proxy Circular, pages 15 -20

¢

Total compensation, share holdings, and share owner  ship requirements are listed for the
current and previous years. CCGG does not comment o n the quantum of compensation.

SNC Lavalin’s director biography disclosure is a “b est practice” and provides a wealth of
information about the director nominees...

Section B.2 — Director background

CCGG guideline Disclosure standard Meets
standard
1. Director biographies
Include a photo of each director
Include age, city and province or state of residence of each
director
Provide a detailed biography of each director, including
o ) qualifications and career experiences that are relevant to the
Guideline one — Ensure quality board
motivation of board members . Include any other directorships that involve major time
commitments
Include the date each director started on the board
Include membership on board committees
Include a director’s “area of expertise”
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B.2 Director background

Section B.2.1 — Director biographies

Example 2: Enbridge
2009 Proxy Circular, pages 8-12

X

Enbridge lists its directors’
area of expertise.

INNOVATION:
Enbridge describes the type of organization

(i.e. industry) of whose boards its directors
sit.

Enbridge’s director biography disclosure meets all the requirements for “best

practice”...

Section B.2 — Director background

CCGG guideline Disclosure standard Meets
standard
1. Director biographies
Include a photo of each director
Include age, city and province or state of residence of each
director
Provide a detailed biography of each director, including
o ) qualifications and career experiences that are relevant to the
Guideline one — Ensure quality board
motivation of board members Include any other directorships that involve major time
commitments
Include the date each director started on the board
Include membership on board committees
Include a director’s “area of expertise”
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B.2 Director background

Section B.2.1 — Director biographies

Example 3: TMX Group

2009 Proxy Circular, pages 6 to 13

TMX includes a sect ion on interlockina directorships.

/

TMX'’s disclosure is exemplary in many ways. The com

director’s area of expertise in its next circular.

pany should consider including a

Section B.2 — Director background

CCGG guideline Disclosure standard Meets
standard
1. Director biographies
Include a photo of each director
Include age, city and province or state of residence of each
director
Provide a detailed biography of each director, including
o _ qualifications and career experiences that are relevant to the
Guideline one — Ensure quality board
motivation of board members Include any other directorships that involve major time
commitments
Include the date each director started on the board
Include membership on board committees
Include a director’s “area of expertise”
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B.2 Director background

Section B.2.2 — Director independence

Example 1: SNC Lavalin

2009 Proxy Circular, pages 21-22

SNC Lavalin’s disclosure provides an easy to use re  ference for readers looking to
determine the independent composition of the board and an explanation of why a
director is not considered independent.

Section B.2 — Director background

CCGG guideline Disclosure standard Meets
standard
2. Director independence
Explain how the independence of directors is determined
(not pictured)
Guideline three — Appoint Indicate whether or not each director is independent of the
majority of independent directors compapy ; ; ;
If the director is related to the company, list the family,
business or other relationships that he or she has with the
company or management
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B.2 Director background

Section B.2.2 — Director independence

Example 2: Nexen
2009 Proxy Circular, page 20

— T~ —
Nexen provides a detailed explanation as to why certain directors are
not considered independent.
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B.2 Director background

Nexen also indicates illustrates the independent co
committee chairs in a tabular form.

mposition of the board, committees, and

Nexen meets all the requirement of a best practice disclosure...

Section B.2 — Director background

CCGG guideline Disclosure standard Meets
standard
2. Director independence
Explain how the independence of directors is determined
Indicate whether or not each director is independent of the
Guideline three — Appoint company
majority of independent directors If the director is related to the company, list the family,
business or other relationships that he or she has with the
company or management
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B.2 Director background

Section B.2.3 — Interlocking directorships

Example 1: Canadian Pacific Railway
2009, Proxy Circular, page 14

Canadian Pacific’s disclosure of interlocking direc torships is a “best practice”...

Section B.2 — Director background

CCGG guideline Disclosure standard Meets
standard
3. Interlocking directorships
List any directors who serve together on the board of any
Guideline three — Appoint other companies
majority of independent directors - - ,
Jorty P Include the committees each director is a member of on the
interlocked board
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B.2 Director background

Section B.2.3 — Interlocking directorships

Example 2: SNC Lavalin Group
2009 Proxy Circular, page 23

Included within its Categorical Standards for indep

requires that no more than two of its directors may sit on one same outside board.

No more than two directors
may sit on the same board.

SNC Lavalin’s disclosure of interlocking directorsh

with our recognized “best practice”...

endence, SNC-Lavalin Group Inc.

ips continues to be closely aligned

Section B.2 — Director background

CCGG guideline Disclosure standard Meets
standard
3. Interlocking directorships
List any directors who serve together on the board of any
Guideline three — Appoint other companies
majority of independent directors - - -
Jorty P Include the committees each director is a member of on the
) NA
interlocked board
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B.3 Director share ownership

Section B.3 — Director share ownership

The Coalition believes the interests of shareholders and directors are better aligned when a
director has some of his or her own money invested in the company.

Guideline two of the Coalition’s Guidelines recommends having director share ownership and
compensation plans that require a director who is below the share ownership threshold to invest
all or some of his or her compensation in either company stock or Deferred Share Units (DSUSs).
The issuer should also disclose each director’s total investment in the company, along with year
over year changes.

Our observations this year
Disclosure of “at risk” investment and year over year changes in equity ownership
continues to improve as more issuers provide detailed charts and figures.
More companies with share ownership guidelines have established policies requiring
directors below ownership target to receive all or part of their compensation in either
shares or Deferred Share Units (DSUSs).
A growing number of companies are including a DSU component in its director
compensation regime.
A majority of companies have established some level for director share ownership
guidelines.
Many issuers are meeting most of the Best Practice disclosure standards for director
share ownership.
A few issuers have provided interim share ownership targets.

Innovative disclosure practice:

Canadian Pacific has improved upon CCGG'’s best practice for disclosure of director “at risk”
investment; in addition to detailing ownership of CP’s common shares and DSUs (both in
number of units and value) and year over year for each individual director, CP also discloses the
aggregate value for the entire board. Canadian Pacific also provides each director’'s minimum
shareholding requirement, the value of current units held as a multiple of the minimum
requirement, and an indication if the director has already met the target or the date in which the
target must be met.
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B.3 Director share ownership

Best practice examples are in two sections:

1. Director share ownership guidelines:
Talisman Energy (page 42)
PotashCorp (page 44)
Nexen (page 45)

These companies are examples of how many issuers disclose their director share ownership

guidelines. PotashCorp and Nexen also include in their share ownership guideline consideration
may be given to those unable to meet the ownership requirement.

2. “Atrisk” investment and year over year changes:
PotashCorp (page 46)

- - Canadian Pacific Railway (page 48)

CN (page 50)

Each of these disclosures meets the “best practice” criteria but do so with slight variations.

Canadian Coalition for Good Governance Page 41
Best Practices in Disclosure of Director Related Information — Director share ownership



B.3 Director share ownership

Section B.3.1. — Director share ownership guideline s

Example 1: Talisman Energy

2009 Proxy Circular, page 44 The interim ownership targets the

director must reach.

T

Directors, regardless of share ownership, must rece ive a portion !)f their retainer as
DSUs. Directors not meeting minimum requirements mu st elect to receive a higher
portion of their fees as DSUs or acquire common sto ck.
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B.3 Director share ownership

Talisman Energy meets most of the criteria for “bes t practice” disclosure in director
share ownership guidelines...

Section B.3 — Director share ownership guidelinesa  nd continual reinvestment

CCGG guideline Disclosure standard Meets
standard
1. Director share ownership guidelines
- Describe share ownership guidelines for directors,
including the minimum amount, any time period for meeting
the minimum amount and any other requirements (for
- Lo example, directors must take 100% of their retainer in
Guideline two — Require director . . L )
. deferred share units (DSUs) until the minimum is met)
share ownership - - .
If a change in DSU allocation or share price change result
in a director falling below the share ownership guidelines,
provide details on he time frame allowed for a director to
meet the new ownership threshold. (2008 innovation)
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B.3 Director share ownership

Section B.3.1. — Director share ownership guideline s

Example 2: PotashCorp
2009 Proxy Circular, page 18

Directo rs must attain one -half of the ownership target
within 2 %2 years of joining the board and full
compliance within 5.

PotashCorp meets most of the criteria for “best pra ctice” disclosure in director share
ownership guidelines...

Section B.3 — Director share ownership guidelinesa  nd continual reinvestment

CCGG guideline Disclosure standard Meets
standard

1. Director share ownership guidelines

Describe share ownership guidelines for directors,
including the minimum amount, any time period for meeting
the minimum amount and any other requirements (for
Guideline two — Require director example, directors_ must take 1OQ% of thejr retajner in
deferred share units (DSUs) until the minimum is met)

share ownership - If a change in DSU allocation or share price change result
in a director falling below the share ownership guidelines,
provide details on he time frame allowed for a director to
meet the new ownership threshold. (2008 innovation)
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B.3 Director share ownership

Section B.3.1. — Director share ownership guideline

Example 3: Nexen
2009 Proxy Circular, page 24

S

Interim targets are set out over
three years.

If the value of a directors holding
fall below a threshold due to a
change in market value, the director
has 9 months to meet the threshold.
This is preferable to valuing
holdings at book value.

Nexen meets the criteria for “best practice” disclo sure in director share ownership

guidelines...

Section B.3 — Director share ownership guidelines a  nd continual reinvestment

CCGG guideline Disclosure standard Meets
standard
1. Director share ownership guidelines
Describe share ownership guidelines for directors,
including the minimum amount, any time period for meeting
the minimum amount and any other requirements (for
- L example, directors must take 100% of their retainer in
Guideline two — Require director . . L )
. deferred share units (DSUs) until the minimum is met)
share ownership - - :
If a change in DSU allocation or share price change result
in a director falling below the share ownership guidelines,
provide details on he time frame allowed for a director to
meet the new ownership threshold. (2008 innovation)
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B.3 Director share ownership

Section B.3.2 — “At risk” investment and year over year changes

Example 1: PotashCorp
2009 Proxy Circular, page 21

Indicates if the guideline has been met or the date by which the
guideline must be met. Also included is the amount needed to

reach the guideline.

Year over yea r change
in ownership by type
and in aggregate.

Investment reported
as a multiple of the
annual retainer.
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B.3 Director share ownership

PotashCorp’s director share ownership details are e asy to read and complete...

Section B.3 — Director share ownership guidelinesa  nd continual reinvestment

CCGG guideline Disclosure standard Meets
standard
2. Director “at risk” investment and year over year changes
Show the number of shares and DSUs each director holds
Indicate whether each director meets the minimum amount
Show the year-over-year change in share or DSU
Guideline two — Require director :)W:wedrshf for each dlrgc'[l((); hdi
share ownership nclude the amount at risk for each director
If a director hasn't reached the minimum amount, show
how much more he or she must invest and briefly explain
why he or she hasn’t reached the minimum.
Provide equity ownership as a multiple of the retainer
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B.3 Director share ownership

Section B.3.2 — “At risk” investment and year over year changes

Example 2: Canadian Pacific Railway
2009 Proxy Circular, pages 17-18

AN

INNOVATION: CP provides the Dec 31,
In addition to providing the year-over-year change 2008 closing share price.
in individual director common share and DSU

holdings, and their value, CP also provided a
year-over-year change for the total of the board.
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CP does not provide each director’'s equity ownershi
does indicate the ownership as a multiple of the mi
(CP sets its guidelines at a dollar value as oppose

B.3 Director share ownership

disclose constitutes a best practice...

p as a multiple of their retainer but
nimum share ownership requirements
d to a multiple of the retainer). CP’s

Section B.3 — Director share ownership guidelinesa  nd continual reinvestment

CCGG guideline Disclosure standard Meets
standard
2. Director “at risk” investment and year over year changes
Show the number of shares and DSUs each director holds
Indicate whether each director meets the minimum amount
Show the year-over-year change in share or DSU
Guideline two — Require director :)Wlnedrsfllrf) for eackl d;repf; h direct
share ownership nclude the amount at risk for each director
If a director hasn't reached the minimum amount, show
how much more he or she must invest and briefly explain
why he or she hasn’t reached the minimum.
Provide equity ownership as a multiple of the retainer.
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B.3 Director share ownership

Section B.3.2 — “At risk” investment and year over year changes

2009 Proxy Circular, pages 14-15 value and as a multiple of the

Example 3: CN Equity at risk is reported as
retainer. \

Year over year change
in ownership by type
and in aggregate.
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B.3 Director share ownership

CN's disclosure continues to meet the best practice standards...

Section B.3 — Director share ownership guidelinesa  nd continual reinvestment

CCGG guideline Disclosure standard Meets
standard
2. Director “at risk” investment and year over year changes
Show the number of shares and DSUs each director holds
Indicate whether each director meets the minimum amount
Show the year-over-year change in share or DSU
Guideline two — Require director :)W:wedrshf for each dlrgc'[l((); hdi
share ownership nclude the amount at risk for each director
If a director hasn't reached the minimum amount, show
how much more he or she must invest and briefly explain
why he or she hasn’t reached the minimum.
Provide equity ownership as a multiple of the retainer
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B.4 Director compensation

Section B.4 — Director compensation, reinvestmentp ~ rograms and option plans

Best practice director compensation plans are reasonable and support continuous investment,
by giving directors the option of receiving all or some of their fees in DSUs or common stock
that cannot be redeemed until a director leaves the board.

Options are not an acceptable form of compensation because they focus attention on short-term
share performance.

NOTE: CCGG does not comment on the quantum of compe  nsation plans for both
directors and named executives alike. Best practice refers to the method and form
adopted by issuers to disclose compensation practic es.

Our observations this year
Many companies are providing a schedule (table) that summarizes the total fees paid to
directors.
More companies are breaking down distribution of fees between cash and equity (e.g.
DSUs).
An increasing number of companies report the percentage of total fees paid to the board
that were voluntary taken in DSUs (or other equity).
A larger number of issuers are indicating the percentage of total compensation taken in
DSUs (or other equity).
Many issuers have ceased, or never adopted, the practice of compensating directors with
options. Companies that continue to grant options, or have done so in the past, are doing
a better job of reporting the details of these grants.
Many issuers disclose how the mandatory DSU requirement changed once a director
reaches the minimum share ownership threshold.
Many issuers require directors to take a portion of their fees in the form of DSUs even
after minimum holding requirements have been met.

Best practice examples for director compensation/reinvestment programs and options plans are
in two sections:

1. Director compensation/reinvestment programs

Similar to the director share ownership disclosure, many companies disclose director
compensation at the “best practice” level. The first two examples provide different methods of
disclosing director compensation and reinvestment.

Cameco (page 54)

Canadian Pacific Railway (page 57)
Enbridge (page 59)

PotashCorp (page 61)
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B.4 Director compensation

2. Director option plans

The Coalition is fundamentally opposed to granting options to directors. In the cases where
options are or have previously been granted to dire ctors, the Coalition expects to see full
disclosure, per director, on the number of options held as well as the option terms, similar to the
option disclosure requirements for named executives found in items 4.1 and 4.2 of Form 51-102F6.

The following two companies are examples of those who disclose options held by directors,
providing a level of detail that satisfies the CCGG “best practice” criteria.

Cameco (page 62)
Canadian Pacific (page 64)

Bank of Montreal is one of a number of issuers that take a slightly different approach to
disclosing options by presenting them within the director biography section. For some, this may
not be preferable as it does not easily allow comparisons against the group.

Bank of Montreal (page 65)
Many issuers have never granted options to directors or have discontinued their director option
plans.
Companies never granting options to directors or have discontinued option
grants to directors (page 66)
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B.4 Director compensation

Section B.4.1 — Director compensation and reinvestm  ent programs

Example 1: Cameco
2009 Proxy Circular, page 72-75

Cameco provides a brief CD&A on its director compensation, much like that required for
executive compensation. The CD&A includes a discussion on: the philosophy and objectives of
director compensation, benchmarking practices, and forms of remuneration.

«— | Cameco
discusses

what it is
trying to
achieve
with its
plan.
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B.4 Director compensation

Cameco provides an easy to read table outlining the various fees it pays.

Much like executive compensation,
Cameco benchmarks its director
compensation programs against its peer
group.

Canadian Coalition for Good Governance Page 55
Best Practices in Disclosure of Director Related Information — Director compensation and reinvestment programs



B.4 Director compensation

in DSUs.

Percentage of fees taken

Cameco’s disclosure of director compensation and re investment is exemplary...

Section B.4 — Director compensation/reinvestment pr  ograms and option plans

CCGG guideline Disclosure standard Meets
standard
1. Director compensation/reinvestment programs
Describe how directors are compensated
Provide a fee schedule that includes the annual retainer fee
for each director, board chair fee, board meeting attendance
fee, committee retainer fee, committee chair fee, committee
Guideline two — Require meeting attendance fee and any other fees
director share ownership Include total fees paid to each director and to the board
If directors can choose to receive their compensation in
cash and/or DSUs, show how much he or she received in
each
Provide details on the grant day valuation of DSU grants.
(2008 innovation)
Canadian Coalition for Good Governance Page 56

Best Practices in Disclosure of Director Related Information — Director compensation and reinvestment programs




B.4 Director compensation

Section B.4.1 — Director compensation and reinvestm  ent programs

Example 2: Canadian Pacific
2009 Proxy Circular, pages 17-19

A portion of each director’s annual
retainer is paid in DSUs, regardless
of share holdings.

The Chairman of the Board
only receives his Board
Chair retainer.

CP indicates the dollar value of fees dir  ectors
elected to receive as DSUs, their required
stock-based compensation, and the

percentage of total comp paid in DSUs.

/

_A—
s N
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B.4 Director compensation

Canadian Pacific's disclosure meets many of the “be st practice” requirements ...

Section B.4 — Director compensation/reinvestment pr ~ ograms and option plans

CCGG guideline Disclosure standard Meets
standard

1. Director compensation/reinvestment programs

Describe how directors are compensated

Provide a fee schedule that includes the annual retainer fee
for each director, board chair fee, board meeting attendance
fee, committee retainer fee, committee chair fee, committee
Guideline two — Require meeting attendance fee and any other fees

director share ownership - Include total fees paid to each director and to the board

If directors can choose to receive their compensation in cash
and/or DSUs, show how much he or she received in each

Provide details on the grant day valuation of DSU grants.
(2008 innovation)
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B.4 Director compensation

Section B.4.1 — Director compensation and reinvestm  ent programs

Example 3: Enbridge
2009 Proxy Circular, page 16

Enbridge continues to disclose how the director reinvestment requirements changed after a
director attained the share ownership guidelines. This is a best practice as it clearly lays out the
company’s director reinvestment program.

BEFORE AFTER
TARGET IS TARGET IS
REACHED REACHED

An easy to read table show s how a director’s
compensation breakdown changes before and
after reaching the minimum share ownership
requirement.
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B.4 Director compensation

Enbridge continues to meet most of the criteria fo r a “best practice” level...

Section B.4 — Director compensation/reinvestment pr ~ ograms and option plans

CCGG guideline Disclosure standard Meets
standard
1. Director compensation/reinvestment programs
(Disclosed in

Guideline two — Require
director share ownership

Describe how directors are compensated

the proxy but
not reported
in this
section)

Provide a fee schedule that includes the annual retainer fee
for each director, board chair fee, board meeting attendance
fee, committee retainer fee, committee chair fee, committee
meeting attendance fee and any other fees

Include total fees paid to each director and to the board

If directors can choose to receive their compensation in
cash and/or DSUs, show how much he or she received in
each

Provide details on the grant day valuation of DSU grants.
(2008 innovation)
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B.4 Director compensation

Section B.4.1 — Director compensation and reinvestm  ent programs

Example 5: PotashCorp
2009 Proxy Circular, page 20

PotashCorp provides a breakdown of the grant date fair value of DSUs received by each

director in the past year.

PotashCorp provides details on the grant date
fair value of each DSU grant.

PotashCorp discloses at a “best practice” level...

Section B.4 — Director compensation/reinvestment pr  ograms and option plans

CCGG guideline Disclosure standard Meets
standard
1. Director compensation/reinvestment programs
(Disclosed in

Describe how directors are compensated

the proxy but
not reported
in this
section)

Guideline two — Require
director share ownership

Provide a fee schedule that includes the annual retainer fee
for each director, board chair fee, board meeting attendance
fee, committee retainer fee, committee chair fee, committee
meeting attendance fee and any other fees

Include total fees paid to each director and to the board

If directors can choose to receive their compensation in
cash and/or DSUs, show how much he or she received in
each

Provide details on the grant day valuation of DSU grants.
(2008 innovation)
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B.4 Director compensation

Section B.4.2 — Director option plans

NOTE: The coalition is fundamentally opposed to gra  nting options to directors.
However, in cases where options continues to be gra  nted, or were granted in the past,
the Coalition expects to see disclosure similar to that presented by the following three
companies (Cameco, Canadian Pacific Railway and the Bank of Montreal).

Example 1: Cameco

2009 Proxy Circular, page 76 ) - "
Cameco discontinued its

Cameco discloses director options in a form similar to that director option plan in 2003
required under executive compensation disclosure

regulations.

e
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Detailed disclosure of outstanding options in
an easy-to-read chart.




Cameco meets the “best practice” requirements for d

B.4 Director compensation

isclosing director option plans...

Section B.4 — Director compensation

CCGG guideline Disclosure standard Meets
standard
2. Director option plans
Include details about the number of any options granted to
each director, the terms of the options (date granted, expiry
date, exercise price, vesting provisions, including any
Guideline two — Require perfor.mance criterion, and holding provisions),_ the number
director share ownership of options that have vested, the number of options that
were exercised during the year, number of options that
haven't been exercised, value of options held at the end of
the year and current market price of the stock.
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Section B.4.2 — Director option plans

Example 2: Canadian Pacific
2009 Proxy Circular, pages 19-20

Canadian Pacific meets the “best practice” requirem

B.4 Director compensation

Canadian Pacific
discontinued its director
option plan in 2003

/

Another example of idea | option
disclosure.

ents for director option plans...

Section B.4 — Director compensation

CCGG guideline Disclosure standard Meets
standard
2. Director option plans
Include details about the number of any options granted to
each director, the terms of the options (date granted, expiry
date, exercise price, vesting provisions, including any
Guideline two — Require perfor.mance criterion, and holding prowsmns),. the number
: . of options that have vested, the number of options that
director share ownership . ; .
were exercised during the year, number of options that
haven't been exercised, value of options held at the end of
the year and current market price of the stock.
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B.4 Director compensation

Section B.4.2 — Director option plans Bank of Montreal
discontinued its director

Example 3: Bank of Montreal ; ;

2009 Proxy Circular, pages 7 to 15 option plan in 2003

Some issuers, like the Bank of Montreal, disclose options held within the director biography
section of the proxy.

\ Option details are provided within the director bio graphies.

Bank of Montreal meets the “best practice” requirem ents for director option plans...

Section B.4 — Director compensation

CCGG guideline Disclosure standard Meets
standard
2. Director option plans
Include details about the number of any options granted to
each director, the terms of the options (date granted, expiry
date, exercise price, vesting provisions, including any
Guideline two — Require perfor_mance criterion, and holding prowsmns),_ the number
. : of options that have vested, the number of options that
director share ownership : . .
were exercised during the year, number of options that
haven't been exercised, value of options held at the end of
the year and current market price of the stock
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B.4 Director compensation

directors or have discontinued their
ay not be exhaustive.

The following issuers have never granted options to
director option plans. Please note that this list m

ACE Aviation Holdings
Addax Petroleum
Agrium
Alimentation Couche-Tard
ATCO
Bank of Montreal
Barrick Gold
BCE
Biovail
Bombardier
Brookfield Asset
Management
Brookfield Properties
CAE
Calfrac Well Systems
Cameco
Canadian Natural Resources
Canadian Pacific Railway
Canadian Tire
Canadian Western Bank
Canfor
Cascades Inc.
CCL Industries
Celestica
Centerra Gold
CIBC
CN
Connacher Oil and Gas
CORUS Entertainment
Emera
Empire Company (The)
Enbridge
EnCana
Finning International
Fortis
Forzani Group (The)
George Weston
Gerdau Ameristeel
Gildan Activewear
Goldcorp
Transat A.T.
Great-West Lifeco
Home Capital Group
Husky Energy
IAMGold
IGM Financial
Imperial Oil
Industrial Alliance Insurance
and Financial Services
Intact Financial
Inmet Mining
Jean Coutu Group (The)

Canadian Coalition for Good Governance
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Kinross Gold

Laurentian Bank of Canada

Linamar

Loblaw Companies

MacDonald, Dettwiler and
Associates

Manitoba Telecom

Manulife Financial

Maple Leaf Foods

MDS

Methanex

Metro

National Bank of Canada

Nexen

Norbord

Nortel Networks

NuVista Energy

ONEX

Petro-Canada

PotashCorp

Power Corporation of
Canada

Power Financial

QLT

Quebecor

Reitmans

Research in Motion

Rogers Communications

RONA

Rothmans

Royal Bank of Canada

Russel Metals

Saputo

Savanna Energy Services

Scotiabank

ShawCor

Sherritt International

Shoppers Drug Mart

Silvercorp Metals

SNC-Lavalin Group

Stantec

Sun Life Financial

Synenco Energy

Talisman Energy

Tanzanian Royalty
Exploration

Teck Cominco

TELUS

Thomson Reuters

Tim Hortons

TMX Group

Toronto-Dominion Bank

Torstar

TransAlta
Transcontinental
Trican Well Service
UTS Energy

West Fraser Timber
WestJet Airlines

Page 66



B.5 Director performance assessment

Section B.5 — Director performance assessment

Boards and directors should strive for continuous improvement, and an annual performance
assessment is an integral part of a continuous improvement process.

Boards should have processes in place to assess the performance of the board and its
committees as well as the directors, the chair and the lead director (if applicable). It is
recommended that these assessments be conducted annually via a confidential survey. Finally,
performance review processes should be disclosed to such a degree that indicates strong and
viable evaluation programs are in place.

Attendance is tied to performance. A director who is absent from a large number of board and/or
committees meetings does not participate in the boardroom discussions and cannot perform his
or her duties to the same level as those who attend regularly.

Director attendance is a disclosure requirement under Form 58-101F6 Corporate Governance
Disclosure. However, the level of disclosure required is limited to the attendance record of each
director which is less detail than is found in the “best practice” disclosures.

Our observations this year
A majority of companies are indicating that some form of director evaluation is taking
place. The number of companies incorporating confidential peer and self-assessment
guestionnaires in the evaluation process continues to increase.
More companies are providing more fulsome disclosure of their assessment process.
An increasing number of companies are providing attendance details over and above
what is required under the regulation. In addition, those disclosures are in concise,
legible attendance charts.

Best practice examples for director share performance assessment are in three sections:
1. Director performance assessment:
Inmet Mining (page 68)
Sun Life Financial (page 70)
SNC Lavalin Group (page 72)

2. Director attendance:
Penn West Energy Trust (page 74)
Canadian Tire (page 76)
Maple Leaf Foods (page 78)
PotashCorp (page 79)

3. Director tenure:
PotashCorp (page 81)
SNC Lavalin Group (page 82)
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B.5 Director performance assessment

Section B.5.1 — Director performance assessment

Example 1: Inmet Mining
2009 Proxy Circular, pages 20-21

Inmet provides very good detail on their
evaluation process. Included are
outcomes of the process, particularly
with respect to board objectives and the
monitoring of board performance
against those objectives.
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B.5 Director performance assessment

Inmet Mining’s director performance assessment disc losure meets most the “best
practice” requirements...

Section B.5 — Director performance

CCGG guideline Disclosure standard Meets
standard
1. Director performance assessment
Describe the process for reviewing the performance of the
. . . board, its committees and individual directors. Include how
Guideline eight — Review .
o often the reviews take place and how they are conducted.
performance of individual board — : -
members Distinguish between the skills expected of a director from a
board governance perspective and a personal. (2008
innovation)
Detail the responsibilities for each assessment tool. (2008
innovation)
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B.5 Director performance assessment

Section B.5.1 — Director performance assessment

Example 2: Sun Life Financial
2009 Proxy Circular, pages 13-14

Sun Lif e lists the specific skills required of directors t o demonstrate
on both board and personal governance levels.
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B.5 Director performance assessment

Sun Life Financial’s director performance assessmen t disclosure meets most of the
criteria for a “best practice”...

Section B.5 — Director performance

CCGG guideline Disclosure standard Meets
standard
1. Director performance assessment
Describe the process for reviewing the performance of the
. . . board, its committees and individual directors. Include how
Guideline eight — Review .
o often the reviews take place and how they are conducted.
performance of individual board — : -
members Distinguish between the skills expected of a director from a
board governance perspective and a personal. (2008
innovation)
Detail the responsibilities for each assessment tool. (2008
innovation)
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B.5 Director performance assessment

Section B.5.1 — Director performance assessment

Example 4: SNC Lavalin Group Disclosure discusses each component of
2009 Proxy Circular, page 44 assessment process, the responsibility for each,
and how each component is used.
A
-~ N

Disclosure discusses management’s role in
assessing director performance.
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B.5 Director performance assessment

SNC Lavalin Group’s performance assessment disclosu re is exemplary and meets all
“best practice” requirements for description of the process...

Section B.5 — Director performance

CCGG guideline Disclosure standard Meets
standard
1. Director performance assessment
Describe the process for reviewing the performance of the
I : , board, its committees and individual directors. Include how
Guideline eight — Review .
Lo often the reviews take place and how they are conducted.
performance of individual board — . -
members Distinguish between the skills expected of a director from a
board governance perspective and a personal. (2008
innovation)
Detall the responsibilities for each assessment tool. (2008
innovation)
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B.5 Director performance assessment

Section B.5.2 — Director attendance

Example 1: Penn West Energy Trust
2009 Proxy Circular, page 13

/

Penn West provides a well designed chart that clearly sh ~ ows
individual director attendance as well as attendanc e for each
committee, the board as a whole, and overall (board + committee).
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Penn West's attendance disclosure meets many of the
disclosure would be improved by providing committee
by explicitly stating this is not applicable) and b

table...

B.5 Director performance assessment

criteria of a “best practice”. The
meeting attendance of guests (or
y indicating committee chairs in the

Section B.5 — Director performance

CCGG guideline Disclosure standard Meets
standard
2. Director attendance
Provide a summary of each director’s attendance at board
and committee meetings. Include the number of board and
committee meetings held during the year and the director’s
L . . rate of attendance.
Guideline eight — Review
performance of individual board Summarize overall attendance rates at the board and
members committee levels. (2008 innovation)
Indicate and provide the attendance for any directors who
attend meetings as observers or on a hon-voting basis.
Where applicable, indicate committee and board chairs.
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B.5 Director performance assessment

Section B.5.2 — Director attendance

Example 2: Canadian Tire
2009 Proxy Circular, page 16

Y

Canadian provides, and highlights with shaded boxes , the attendance of
those directors whom were in attendance at committe e meetings as guests.

Canadian Tire's table clearly identifies the board and committee Chairs, and
provides director attendance at the board and commi ttee level.

Enhancement that could be made: include an aggregat e attendance row to
display board, committee, and total attendance as a whole.
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B.5 Director performance assessment

Canadian Tire’s tabular disclosure of director atte ndance meets all of the requirements of
a “best practice”. Canadian Tire's unique practice of highlighting attendance of guests at
committee meetings with shaded boxes is especially appreciated.

Section B.5 — Director performance

CCGG guideline Disclosure standard Meets
standard
2. Director attendance
Provide a summary of each director’s attendance at board
and committee meetings. Include the number of board and
committee meetings held during the year and the director’s
rate of attendance.
Guideline eight — Review .
performance of individual board Summlanze overall attendance rates at the board and
members committee levels. (2008 innovation)
Indicate and provide the attendance for any directors who
attend meetings as observers or on a non-voting basis.
Where applicable, indicate committee and board chairs.
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B.5 Director performance assessment

Maple Leaf Foods offers a different format for
displaying both individual and committee
level attendance rates.

Section B.5.2 — Director attendance

Example 3: Maple Leaf Foods

2009 Proxy Circular, page 45

Section B.5 — Director performance

CCGG guideline Disclosure standard Meets
standard
2. Director attendance
Provide a summary of each director’s attendance at board
and committee meetings. Include the number of board and
committee meetings held during the year and the director’s
L . . rate of attendance.
Guideline eight — Review
performance of individual board - Summarize overall attendance rates at the board and
members committee levels. (2008 innovation)
Indicate and provide the attendance for any directors who
attend meetings as observers or on a hon-voting basis.
Where applicable, indicate committee and board chairs.
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B.5 Director performance assessment

Section B.5.2 — Director attendance

Example 4 : PotashCorp
2009 Proxy Circular, page 16

AN

Potash Corp provides individual and aggregate board and commit tee meetings.
The format also allows easy iden tification of the board and committee chairs.
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B.5 Director performance assessment

PotashCorp’s disclosure meets most of the requireme nts of a “best practice”. While the
proxy circular disclosure indicates its management director (Mr. Doyle) attended all or a
portion of committee meetings as a guest, the discl osure would be enhanced by
indicating the number of meetings, and for what com mittees, Mr. Doyle attended, in part
or in whole, as a guest...

Section B.5 — Director performance

CCGG guideline Disclosure standard Meets
standard
2. Director attendance
Provide a summary of each director’s attendance at board
and committee meetings. Include the number of board and
committee meetings held during the year and the director’s
Guideline eight — Review rate of attendance.
performance of individual board - Summarize overall attendance rates at the board and
members committee levels. (2008 innovation)
Indicate and provide the attendance for any directors who
attend meetings as observers or on a nhon-voting basis.
Where applicable, indicate committee and board chairs.
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B.5 Director performance assessment

Section B.5.3 — Director tenure

Example 1 : PotashCorp
2009 Proxy Circular, page 12

Section B.5 — Director performance

CCGG guideline Disclosure standard Meets
standard
3. Director Tenure
Provide a chart which summaries the tenure of the board.
(2008 innovation)
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B.5 Director performance assessment

Section B.5.3 — Director tenure

Example 2 : SNC Lavalin Group
2009 Proxy Circular, page 43

Section B.5 — Director performance

CCGG guideline Disclosure standard Meets
standard
3. Director Tenure
Provide a chart which summaries the tenure of the board.
(2008 innovation)
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C. Proxy circular layout

Section C — Proxy circular layout

In a previous Innovations section of ‘Best Practices in Disclosure of director related information’,
Nexen and CIBC were highlighted for their layout of the annual proxy circular. Nexen was cited
for providing one page summaries which separated the proxy into sections and highlighted key
information found in that section. Within their discussion of corporate governance, CIBC
highlighted important facts about their governance regime.

In their 2009 proxy circulars, Nexen and CIBC continued these disclosure practices, which
continue to be highlighted as best practice. A few issuers have adopted similar practices.

Our observations this year
More issuers are beginning to follow the lead of Nexen and CIBC and provided
summaries of key information within the proxy circular.
More issuers are beginning to provide committee reports which summarize pertinent
information such as: members and the Chair of a committee, the independent
composition of a committee, committee responsibilities, and a summary of
accomplishments over the past year.

Best practice examples for director share performance assessment are in two sections:
1. One page summaries for each section of the proxy:
Nexen (page 84)
SNC-Lavalin (page 85)

2. Section summaries within the discussion on corporat e governance:
CIBC (page 86)
Bank of Montreal (page 86)

3. Committee reports using a summary table
Canadian Pacific (page 87)
Cameco (page 88)
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C. Proxy circular layout

Section C.1 — One page summaries for each section o  f the proxy

Example 1: Nexen
2009 Proxy Circular, page 39

Nexen
provides 1
page
summaries
for each
major section
of the
circular,
including
page
references.
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C. Proxy circular layout

Example 2: SNC Lavalin Group
2009 Proxy Circular, page 14

SNC Lavalin provides another example of 1 page summ  aries for each major section of
the proxy circular, including page references.
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C. Proxy circular layout

Section C.2 — Section summaries within the discussi on on corporate governance

Example 1: CIBC
2009 Proxy Circular, page 2

CIBC continues to provide a
/ summary of “quick facts” for each
section in its Statement of
Corporate Governance Practices.

Example 2: Bank of Montreal
2009 Proxy Circular, page 44

/ Bank of Montreal also provides a
summary for each section in its
Statement of Corporate
Governance Practices.
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C. Proxy circular layout

Section C.3 — Committee reports using a summary tab le

Example 1: Canadian Pacific
2009 Proxy Circular, pages 20-24

CP’s committee reports are informative and easy to read.

Canadian Pacific’'s committee reports discuss the co mmittee mandate, its
membership (including indicating the committee chai r) and independence. The
report also discusses each committee’s efforts of t he past year.
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C. Proxy circular layout

Example 2: Cameco
2009 Proxy Circular, pages 29-37

Cameco’s committee reports provide the
names of the directors on the committee and
indicate the chair and outline the committees’
responsibilities. The reports than discuss the
committees responsibilities in some depth
and provide highlights of their efforts from the
past year.

The committee report also includes a list of highli ghts...
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D. Innovations

Section D — Innovations

There are some companies that make an effort to improve their disclosure practices each year.
This section of the document highlights companies that have developed new disclosure
standards. Through our research, we have identified 2 innovations in 2 disclosure categories.

While there continues to be improvement in the design and layout of the circulars created by
many issuers, many of these improvements may not have been highlighted as innovations;
some improvements may be only slight modifications to past innovations or may be designed to
disclose a unique situation which may be isolated to too few companies to become a broad-
based “best practice”.

Following are the companies with innovative disclosure practices. These examples can also be
found within the relevant disclosure sections of the document, with the exception of CIBC's
committee reports.

Issuers who believe their circular contains an innovative new disclosure format, or deserves to
be highlighted for a “best practice” may contact CCGG’s Research Associate in order for
consideration in next year's document.

Contact:

Daniel Curren, Research Associate
daniel curren@ccgg.ca

Tel: (416) 644-6580

120 Adelaide Street West

Suite 2500

Toronto, ON M5H 1T1

Innovative disclosures by category

Director biography
Enbridge continued along the trend of making director biography tables more informative
by not only disclosing outside board positions its directors hold but by describing the
type of organization whose boards on which its own directors sit. For example, the
description may provide the industry in which the organization operates (page 90).

“At risk” investment and year over year changes
Canadian Pacific provides the number of units (common shares, DSUs, and aggregate
for the two) its director held in the current and previous year, the market value of director
holdings, and the change in units held and their value. Canadian Pacific expands upon
this common disclosure practice by also providing the number of units, the value of units,
and the year over year change for the board as a whole (page 91).
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D. Innovations

Director biography: Innovative disclosure practice
Innovation:  Disclosure of organization type for outside board S.

Innovator:  Enbridge
2009 Proxy Circular, pages 8-12

INNOVATION:
Enbridge describes the type of organization

(i.e. industry) of whose boards its directors
sit.
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D. Innovations

“At risk” investment and year over year change: Inn ovative disclosure practice

Innovation:  Disclosure of “at risk” holdings and year over ye ar change for the board as a
whole.

Innovator: Canadian Pacific
2009 Proxy Circular, page 17-18

INNOVATION:
In addition to providing the year-over-year change
in individual director common share and DSU

holdings, and their value, CP also provided a
year-over-year change for the total of the board.
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Section E — A guide to providing effective director disclosure

Purpose of this guide

The following pages include a checklist that summarizes the components of “best practice”
disclosure in all five sections.

The checklist is designed to help to issuers in develop disclosure that is:
1. easy to find
2. easy to understand
3. accurate and complete
4. given in context so that the information has meaning.

Section B.1 — Director selection and orientation

Section B.1 — Director selection and orientation

CCGG guideline Disclosure standard Meets
standard
1. Director selection
Provide details on the director selection process.
Indicate that a skills matrix of director talents and board
requirements is maintained.
Guideline one — Ensure quality | .  Identify the skills the board should possess and indicate the
motivation of board members ideal number of directors who should possess each skill.
(2008 innovation)
Detall the skills and experience each director contributes to
the board. (2008 innovation)
Identify that the board maintains an “ever-green” list of
director candidates.
Section B.1 — Director selection and orientation
CCGG guideline Disclosure standard Meets
standard
2. Director orientation and continuing education
Guideli . Detalil the new director orientation program.
uideline one — Ensure quality . — .
motivation of board members IncIl_Jde the professional development opportunities available
to directors.
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effective director disclosure

Section B.2 — Director background

Section B.2 — Director background

CCGG guideline Disclosure standard Meets
standard
1. Director biographies
Include a photo of each director
Include age, city and province or state of residence of each
director
Provide a detailed biography of each director, including
L ) gualifications and career experiences that are relevant to the
Guideline one — Ensure quality board
motivation of board members Include any other directorships that involve major time
commitments
Include the date each director started on the board
Include membership on board committees
Include a director’s “area of expertise”
Section B.2 — Director background
CCGG guideline Disclosure standard Meets
standard
2. Director independence
Explain how the independence of directors is determined
(not pictured)
Guideline three — Appoint Indicate whether or not each director is independent of the
majority of independent directors compahy - - -
If the director is related to the company, list the family,
business or other relationships that he or she has with the
company or management
Section B.2 — Director background
CCGG guideline Disclosure standard Meets
standard
3. Interlocking directorships
List any directors who serve together on the board of any
Guideline three — Appoint other companies
majority of independent directors - - ,
Jorty P Include the committees each director is a member of on the
interlocked board
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nd continual reinvestment

Section B.3 — Director share ownership guidelines a  nd continual reinvestment

CCGG guideline Disclosure standard Meets
standard
1. Director share ownership guidelines
Describe share ownership guidelines for directors,
including the minimum amount, any time period for meeting
the minimum amount and any other requirements (for
- : . example, directors must take 100% of their retainer in
Guideline two — Require director . . L )
. deferred share units (DSUs) until the minimum is met)
share ownership - - :
If a change in DSU allocation or share price change result
in a director falling below the share ownership guidelines,
provide details on he time frame allowed for a director to
meet the new ownership threshold. (2008 innovation)
Section B.3 — Director share ownership guidelinesa  nd continual reinvestment
CCGG guideline Disclosure standard Meets
standard
2. Director “at risk” investment and year over year changes
Show the number of shares and DSUs each director holds
Indicate whether each director meets the minimum amount
Show the year-over-year change in share or DSU
Guideline two — Require director owlnedrshlrf) for each dlrgcf; hdi
share ownership Inc ude the amount at risk for each irector
If a director hasn’t reached the minimum amount, show
how much more he or she must invest and briefly explain
why he or she hasn’t reached the minimum.
Provide equity ownership as a multiple of the retainer
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Section B.4 — Director compensation/reinvestment pr  ograms and option plans

CCGG guideline

Disclosure standard

Meets
standard

1. Director compensation/reinvestment programs

Guideline two — Require
director share ownership

Describe how directors are compensated

Provide a fee schedule that includes the annual retainer fee
for each director, board chair fee, board meeting attendance
fee, committee retainer fee, committee chair fee, committee
meeting attendance fee and any other fees

Include total fees paid to each director and to the board

If directors can choose to receive their compensation in
cash and/or DSUs, show how much he or she received in
each

Provide details on the grant day valuation of DSU grants.
(2008 innovation)

Section B.4 — Director compensation/reinvestment pr  ograms and option plans

CCGG guideline

Disclosure standard

Meets
standard

2. Director option plans

Guideline two — Require
director share ownership

Include details about the number of any options granted to
each director, the terms of the options (date granted, expiry
date, exercise price, vesting provisions, including any
performance criterion, and holding provisions), the number
of options that have vested, the number of options that were
exercised during the year, number of options that haven't
been exercised, value of options held at the end of the year
and current market price of the stock.
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Section B.5 — Director performance

Section B.5 — Director performance

CCGG guideline Disclosure standard Meets
standard
1. Director performance assessment
Describe the process for reviewing the performance of the
- : . board, its committees and individual directors. Include how
Guideline eight — Review .
Lo often the reviews take place and how they are conducted.
performance of individual board — ; -
members Distinguish between the skills expected of a director from a
board governance perspective and a personal. (2008
innovation)
Detail the responsibilities for each assessment tool. (2008
innovation)
Section B.5 — Director performance
CCGG guideline Disclosure standard Meets
standard
2. Director attendance
Provide a summary of each director’s attendance at board
and committee meetings. Include the number of board and
committee meetings held during the year and the director’s
Guideline eight — Review rate of attendance.
performance of individual board Summarize overall attendance rates at the board and
members committee levels. (2008 innovation)
Indicate and provide the attendance for any directors who
attend meetings as observers or on a nhon-voting basis.
Where applicable, indicate committee and board chairs.
Section B.5 — Director performance
CCGG guideline Disclosure standard Meets
standard
3. Director Tenure
Provide a chart which summaries the tenure of the board.
(2008 innovation)
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