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For immediate release
Monday June 7, 2004
 

Social Investment Organization praises proposed rules requiring Canadian mutual funds
to disclose their proxy voting policies and records
The Social Investment Organization today commended a new set of proposed policies by the Canadian Securities Administrators (CSA) to require mutual funds to disclose their proxy voting policies, as well as their records on proxy voting in companies in their portfolios.
 

"We are pleased the CSA has recognized the importance that share voting has for mutual fund investors across Canada," said Eugene Ellmen, Executive Director of the Social Investment Organization.
 

"We believe that share voting represents a critical asset that must be managed on behalf of investors. Through these new policies, the CSA accepts the view that share voting should be transparent so that investors have information on how their assets are being voted on important corporate issues."
 

The CSA's new proxy voting policy is part of a recently-released Policy and National Instrument outlining proposed continuous disclosure requirements for mutual funds.
 

The Policy permits mutual funds to delegate voting to their investment advisers, but this voting must be subject to the continuing oversight of the manager and advisers must vote in a manner consistent with the best interests of the fund and its securityholders.
 

Ellmen said that the new rules are welcomed by the socially responsible investment (SRI) community.
 

"Drawing on our experience in shareholder action on social and environmental issues, the SRI community has recognized the importance of proxy voting and the effect that proxy voting can have in improving corporate management.
 

"Mutual funds have huge power to influence management through the voting of their shares, yet many have failed to use the power they have. Because of this power, we believe that shareholders have a right to know how their assets are being voted. These new rules will make mutual funds transparent in their proxy policies and on their voting records."
 

Ellmen said that SIO will comment on the new rules in detail, and will urge CSA to approve the new policies in principle. 
 

 

Background
 

The CSA recently released Companion Policy 81-106CP and National Instrument 81-106, which define proposed new continuous disclosure requirements for mutual funds in Canada. The Policy and Instrument have been released for consultation until July 27 and are scheduled to come into effect Dec. 31, 2004. Proposed new rules on proxy voting disclosure are contained in Part 10 of the proposed National Instrument. It contains the following provisions:
 

1) Investment funds must establish proxy policies and procedures to determine whether and how to vote on any matter that they receive as a securityholder.
2) The policy must include the fund's standing policy on routine matters, variance for voting on routine matters, voting on non-routine matters, the procedures to ensure that securities are voted consistent with the policy, and procedures to notify investors of changes to the policy.
3) Voting records must include the name, ticker symbol and CUSIP number of the issuer, the meeting date, a description of the matter voted, the proposer of the matter, whether and how the fund voted, and whether the fund voted with management or against management.
4) Investment funds must prepare a proxy voting record on an annual basis for the period ending June 30 each year.
5) Investment funds must send a copy of the investment fund's proxy policies and record free of charge to any securityholder who requests such doumentation more than 60 days after the end of the period to which the proxy voting record pertains.
 

The proposed rules are contained on the British Columbia Securities Commission website.
 

The rules are similar to recent rules established for US mutual funds by the Securities and Exchange Commission, which require funds to provide policies and records upon request by securityholders; on the fund's website, if applicable; or on the SEC's website.
 

 About the SIO
 

The Social Investment Organization is a national network committed to integrating social responsibility and environmental sustainability with investment. It is a membership-based organization that includes financial institutions, investment funds, asset firms, financial advisors and investors. Its members serve more than half a million depositors and investors in Canada.
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