INDEPENDENT REVIEW COMMITTEE – REPORT TO SECURITYHOLDERS
February 28, 2019

We are pleased to publish the Independent Review Committee’s
(“IRC”) Annual Report to Securityholders relating to the year ended
December 31, 2018 of the Stone Funds, those mutual funds managed
by Stone Asset Management Limited (“Stone”), listed in Appendix A.
The role of the IRC is to review and to provide approval or
recommendation in respect of conflicts of interest that arise between
Stone’s own interests and Stone’s duty to manage the Funds in the
best interests of the Funds. Stone is responsible for referring to the
IRC any matters in which a reasonable person could view Stone as
having an interest that may conflict with its ability to act in the best
interests of the Funds. The IRC reviews each matter and provides its
approval or recommendation as to whether the proposed course of
action will achieve a fair and reasonable result for the Funds. The IRC
has adopted a written charter that includes its mandate,
responsibilities and functions, and the policies and procedures it will
follow when performing its functions.
THE IRC MEMBERS AND COMPENSATION (Calendar Year 2018)
Member

Term

Compensation*

Ross MacKinnon (Chair)

July 31, 2019

$17,500

John R. Anderson

April 30, 2019

$15,000

David Crow

June 30, 2019

$15,000

*The aggregate compensation paid to the IRC members for the calendar year
ended December 31, 2018, was $47,500 plus HST.

Each of the members of the IRC was appointed effective July 1, 2011
with terms as noted above. Mr. MacKinnon and Mr. Anderson are
currently members of the IRC for Arrow Capital Management Inc. Mr.
Anderson also serves as a member of the IRC for Marquest Asset
Management Inc.
The IRC reviewed its compensation giving consideration to the best
interests of the Funds; the general and specific benefits accruing to
the Funds and the number, nature and complexity of the Funds for
which the IRC acts. The IRC compensation was allocated between the
Funds in accordance with Stone’s expense allocation policy, which has
been reviewed by the IRC. No indemnities were paid to the IRC
Members by the Funds or Stone during the financial year.
Holding of Securities
As of December 31, 2018 the members of the IRC collectively
beneficially owned, directly or indirectly, less than 10% of the
securities of any of the Funds. As of December 31, 2018, no member
of the IRC beneficially owned, directly or indirectly, any securities of
Stone or a company that provides services to the Funds.
IRC APPROVALS AND RECOMMENDATIONS
The IRC has approved certain Standing Instructions which permit
Stone to proceed with the specific action set out in the Standing

Instructions on an ongoing basis, without having to refer the Conflict
of Interest Matters (“COIM”) or its proposed action to the IRC,
provided that Stone complies with its terms and conditions. Stone
provided written reports to the IRC describing its reliance and
compliance with any terms and conditions on any Standing
Instructions.
Matters for which the IRC gave Stone Standing Instructions regarding
its Conflict of Interest Matters policies and procedures include:
1.
2.
3.
4.

Fund Operating Expense Allocation;
Trade Allocation;
Personal Trading by Employees;
Brokerage Policies (best execution
and soft dollar
arrangements);
5. Portfolio Valuation;
6. Correction of Errors;
7. Proxy Voting;
8. Short-Term Trading and Market Timing;
9. Appointment and Changes in Sub-advisors; and
10. Complaints.
The IRC reviewed as part of the standing instructions, changes if any
to the Manager’s COIM submission regarding the approval of personal
trading (acquisition) in a proposed resource flow-through private
placement of a TSX Venture-listed junior resource company which has
been held for some time by Stone Select Growth Class. The CEO and
Chairman of the resource company was appointed to the board of the
parent company of the Manager in August, 2017, thereby resulting in
the Manager’s submission to the IRC. As part of the recommendation
of the IRC, the IRC imposed conditions which were accepted and have
been observed by the Manager.
The IRC is not aware of any instance in which the Manager acted in a
conflict of interest matter referred to the IRC for which the IRC did not
give a positive recommendation or did not meet a condition imposed
by the IRC in its recommendation.
ANNUAL ASSESSMENTS
The IRC conducted a self-assessment review during the financial year.
As a result of the self-assessment review, the IRC prepared a report to
Stone which set out the results of the IRC’s self-assessment review.
In accordance with the IRC’s written charter, the IRC conducted an
annual review of the following:
•

the adequacy and effectiveness of Stone’s written policies
and procedures concerning conflicts of interest;

•

the adequacy and effectiveness of the Standing Instructions
provided to Stone; and

•

Compliance with any conditions imposed by the IRC in a
recommendation or approval provided.
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APPENDIX A
List of Stone Funds
Open-end Mutual Funds
Stone Dividend Growth Class
Stone Select Growth Class
Stone Growth Fund
Stone Global Balanced Fund
Stone Global Growth Fund
Stone Euro Plus Fund

OTHER AND CONTACT INFORMATION

This report is available on Stone’s website at www.stoneco.com, and filed on
SEDAR or you may request a copy, at no cost to you, by contacting the Manager at
1 800 795 1142.

For additional information please contact
Stone Client Services at:
P: 800 795 1142 or 416 867 8086
F: 416 364 2498
info@stoneco.com
stoneco.com
40 University Avenue, Suite 901
Toronto, Ontario M5J 1T1
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