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WHAT HAS CONTRIBUTED TO THE RECORD LEVELS OF
ACTIVISM IN CANADA THIS YEAR?

need to have a woman on the board or at the very least a
written diversity policy with measurable goals or targets.

Dexter John: We believe that the increased level of
activism in 2018 has been caused by declining stock
prices across the board and, in particular, in the mining/
energy sector. That industry has seen hundreds of million
dollars of market capital washed away and stocks have
seen up to 40-60% declines. Shareholders are very upset
when they see that type of decline and the pay structure
for management of those issuers going up. Furthermore,
we are seeing that investors are upset when they see a
lack of alignment amongst the board or management of
these issuers that are in decline when the true owners –
the shareholders – are feeling all the pain.

IS ESG BECOMING AS INFLUENTIAL IN CANADA AS IT IS IN
THE U.S.?

“

“

“WE BELIEVE THAT OVER THE NEXT
TWO-TO-THREE YEARS ESG WILL
DISPLACE ‘SAY ON PAY’ AND BOARD
DIVERSITY INITIATIVES.”

WHAT GOVERNANCE ISSUES SHOULD COMPANIES BE
AWARE OF GOING INTO 2019?

DJ: In 2019, the major governance focus of the likes of Glass
Lewis and Institutional Shareholder Services (ISS) will be the
harmonization of U.S. and Canadian policies with respect to
director overboarding. The one change that was made by
ISS was to remove the 75% meeting attendance trigger to
only focus on the number of boards the director now sits on.
Something else issuers should be aware of is that ISS is
planning to “widen” its scope beyond focusing on S&P/
Toronto Stock Exchange Composite issuers, but also on
“widely” held issuers based on ISS’ clients’ ownership.
The supposed widening of ISS’ scope is very vague and
leaves it much discretion. However, as an issuer you still
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DJ: ESG is beginning to pick up momentum here in
Canada. Back in 2009 ESG was nearly on par with the
“say on pay” proposals but for one reason or another it fell
off and then board diversity entered the fray. As of late we
are beginning to see more ESG proposals being made and
a number of large institutions are now amending their own
internal guidelines to give guidance on how they will vote
based on the issuer’s position on ESG. We believe that
over the next two-to-three years ESG will displace “say
on pay” and board diversity initiatives unless ISS and/or
Glass Lewis intend to broaden the requirements on board
diversity and to extend their focus beyond gender.
HAS THE UNIVERSAL PROXY CAUSED SHAREHOLDER
CONFUSION, AS ONE COMPANY WARNED THIS YEAR?
Susy Monteiro: The universal proxy can cause confusion
in a contested election. In its current form, the universal
proxy is considered a powerful tool to enhance shareholder
democracy and corporate accountability because the
current proxy system introduces a host of issues such as
spoiled ballots, lost votes, confusing vote instruction and
what some may call “gaming the system.”
However, where the confusion sets in for investors is when
there is a contested meeting and either the dissident
or management use the universal proxy instead of both
agreeing to use it. When that situation presents itself, the
recommendation from ISS or Glass Lewis (who may “split
the baby” to have a hybrid board consisting of management
and dissident nominees) creates the confusion. The
confusion is caused because ISS and Glass Lewis fail
to recognize that many institutional holders and most all
retail shareholders have no mechanisms to split their vote
unless a universal proxy is available.

Momentum.
We’ll help you keep it.
All companies evolve differently, yet they share a common goal: to not only build
momentum but to sustain it in the long term. Maintaining momentum means avoiding
obstacles, driving growth, and delivering results. And with the right shareholder
communications partner, now you can.
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Our highly experienced teams help clients proactively communicate
with shareholders, align with their boards, stay ahead of regulatory
changes, and deliver favorable vote outcomes. We are consistently
trusted by issuers to keep them moving forward, year after year.

You’ve worked hard to gain momentum.
Let’s work together to keep it.
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Visit us at dfking.com
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