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2025 BOARD GAMES COMPENSATION-RELATED UPDATES
February 2025

Eachyear, the Globe and Mailpublishes their review of the governance practices of the companies in the
S&P/TSX CompositeIndexas partoftheir Board Games report. Marking the start of the 2025 proxy season,
the Globe and Mail releasedthe marking criteria for the 2025 Board Games review, which allows companies
to proactively address governance practices and disclosure preferences.

The key changes made to the 2025 Board Games criteria include:

Disclosure related toadjustments madeto IFRS/GAAP accountingfigures whensetting financial
targets or determiningpayouts inanexecutive compensation plan is required. Disclosure should
include a reconciliationtable comparing the adjusted figures to the mandated figures in audited
financialstatement. References to a reconciliation table thatappears in a differentdocument or
securitiesfilingor onthe companywebsite willnotreceive anymarks.To learnmore about adjusted
financial measures (AFMs), the Canadian Coalition for Good Governance (CCGG) published a
report, recommending comprehensive proxy circular disclosure including rationale for the
adjustments madeto IFRS/GAAP figures, year-over-yearconsistency of Non-GAAP measures, and
the involvement of independent third parties in the review process.

Revised the definition of performance hurdles for stock awards: vesting of shares or options
based on nominal price appreciation, with no relative comparison to peers or an index, will not be
considered a performance hurdle. At least half the value of the grants awarded musthave
performance hurdles to receive full marks. This aligns with the perspectives of proxy advisors,
InstitutionalShareholder Services (ISS) and Glass Lewis, thathalf of long-term incentives should be
performance-based, with stock options, despite only having value if share price increases, not
included.

Eliminated criteria for disclosure of equity holdings for CEOs and directors, recognizing that
many companies provided fulsome disclosure butdid notreceive full marks by failing to meet one
of many elements in the criteria.

‘ Topic ‘ 2025 Approach 2024 Approach
Use of adjusted | ONE mark if adjustments to IFRS/GAAP
financial figures made when setting targets or
metrics in determining payouts for executives are

compensation | explained. Disclosure should contain a

reconciliation table that shows how the
company arrived at the adjusted figure,
compared to the IFRS/GAAP figure in

auditedfinancial statement. References
to areconciliation tablethatappearsina
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‘ Topic

‘ 2025 Approach

differentdocumentor securities filing or
on the company website are not
acceptable.

ZERO marks if the company uses
adjusted IFRS/GAAP figures in the
executive compensation plan without
providing a reconciliation.

ONE mark if the company does not use
adjusted metrics in the executive
compensation plan.

2024 Approach

Performance-
based stock
awards -
Performance
hurdles

Updated to include clarifications:
Vesting of shares or options based on
nominal price appreciation, with no
relative comparison, will not be
considered a performance hurdle.
Examples of this include shares or
options thatvestonlyifa price threshold
is met; options thatareissued with an
exercisepriceabovethemarket price on
the day of the grant; or a plan thatuses
total shareholder return without
comparingitto a peer group or index.

Added: ONEmarkifthe stock awardsare
a mix of time-based vesting and vesting
based on nominal price appreciation with
no relative comparisons.

Updated: ZERO markif no equity awards
haveany performance-based criteria or
any vesting based on nominal price
appreciation with no relative
comparisons.

TWO marks if there are performance hurdles
attached to stock options or share units
representing at least half the value of grants.
The company must disclose a valuation for
each component of its equity awards to
facilitate this evaluation.

ONEmarkifmorethan half the value of stock
award istime-based but some of the awards
have performance hurdles. Or ONEmark Ifthe
proportionis notdisclosed, butsome awards
have performance hurdles.

ZERO marks if there are no performance-
based criteriaattached to anystock option or
share unitawards.

TWO marks if the company never pays the
CEO with options orshare units.

Disclosure of
directors’
equity holdings

Removed

TWO marks ifthe company discloses the total
market value of each director’s holdings,
excluding options; the marketvalue or
number of shares held; the number or market
valueforeach typeof equity instrument held;
andthe number or marketvalue of vested and
unvested RSU or PSU.
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‘ Topic ‘ 2025 Approach 2024 Approach

ONEmark ifitis unclear from the disclosure
the number of each type of equity instrument
held and whether it has vested.

ZERO marks if no orif the total includes
options. Also ZERO marks if the disclosed
shareownership level of each director is not
the current marketvalue, butis instead a
historic value.

Disclosure of Removed TWO marks if the company discloses the
CEOQ’s equity currentmarketvalue of shares and share units
holdings held by the CEO in one location in the proxy.

ONE mark ifthe companyincludes the total
value butdoes not break outthe separate
components. Or ONEmarkif differenttypes of
shareunits areincluded together in one item
when theyinclude PSUs.

ONEmarkif options are included in the total
butthe company does not explain how they
were valued.

ZERO marks if the equity value is not
disclosed or if the total does notinclude the
valueofallshares and share units. Also ZERO
marksifthedisclosed share ownership level
for the CEO is not the current marketvalue,
butis instead a historic value.

Director share | Increased to FOUR marks ifthe director | THREE marks awarded if the director share
ownership shareownershiprequirementis equalto | ownership requirementis equal to at least
requirements atleastthree times the annual retainer | threetimestheretainer paidto directors and if
paid to directors and if thereis a time thereisatimeframedisclosedfor directorsto
frame disclosed for directors to reach reach their ownershiprequirementand return
their ownership requirement and return | to the required level if they fall below.

to therequired level if they fall below. | TwO marks if there is a requirement but itis
lower than three times the value of the
retainer and share units.

ONEmarkifthe company allows directors to
meet their ownership value by using a
measure otherthan the current marketvalue
of their equity.
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‘ Topic ‘ 2025 Approach 2024 Approach

ONE mark ifthe company allows stock
options or types of share units that have not
yet been earned to be counted towards share
ownership requirements.
ZERO marks if there is no share ownership
requirement.

Directors’ Increased to TWO marks if the company [ ONEmarkifthe company explains how each

equity explains how each director’s share director’s share ownership meets (or fail to

ownership vs. ownership meets (or fail to meet) a meet) a required share ownership guideline.

presented.

ZERO marks if any of the elements are not
disclosed foreach director. Also ZERO marks
ifthereis no share ownership requirement for
directors. And ZERO marks if the disclosed
shareownership level of each director is not
the current marketvalue, butis instead a
historic value.

Overall, the compensation section is now weighted 23 marks out of 100 (up from 22 out of 100)

ABOUT US

Southlea are trusted independent compensation consultants who help solve your complex business
challenges. We provide global perspectives as a GECN Group company working with over 150
compensationconsulting professionals in 15 countries. We are headquartered in Toronto with offices in
Vancouver, Edmonton and Montreal. We have clients across Canada, representing all industries and
organization structures. Our team of experienced compensation consultants are multi-disciplined with
diverse backgrounds and experiences. We are proud to be a certified Women’s Business Enterprise by WBE
Canada and to be Rainbow Registered as an LGBT+ friendly organization.
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