
 
 
 

 
 
 
 
 
 
 
 
 
 

FIRST NATIONAL FINANCIAL CORPORATION 

NOTICE OF ANNUAL MEETING 

OF SHAREHOLDERS 

AND 

MANAGEMENT INFORMATION 

CIRCULAR 

 

 
 
 
 
 
 

Meeting to be held at 9:00 a.m. 
WEDNESDAY, MAY 3, 2017 

 
at the TMX Broadcast and Conference Centre 

The Exchange Tower 
130 King Street West 

Toronto, Ontario 
M5X 1J2 

 
 



FIRST NATIONAL FINANCIAL CORPORATION 

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS 

NOTICE IS HEREBY GIVEN that an annual meeting (the “Meeting”) of the shareholders of First National 
Financial Corporation (the “Corporation”) will be held at the TMX Broadcast and Conference Centre on 
May 3, 2017 at 9:00 a.m. (Toronto time) for the following purposes: 

1. to receive the audited consolidated financial statements of the Corporation for the fiscal period ended 
December 31, 2016, together with the report of the auditors thereon (collectively the “Audited 
Financial Statements”); 

2. to elect directors of the Corporation; 

3. to appoint auditors for the Corporation and to authorize the directors of the Corporation to fix the 
remuneration of the auditors; and 

4. to transact such further or other business as may properly come before the Meeting or any 
adjournment or postponement thereof. 

Record Date 

The Corporation has fixed March 17, 2017 as the record date for the Meeting. 

Notice-and-Access 

The Corporation is using notice-and-access to send this notice of meeting and the Management Information 
Circular, as well as the Audited Financial Statements and accompanying management discussion and analysis 
(collectively, the “Proxy-Related Materials”) to beneficial and registered holders of its common shares (the 
“Common Shares”). Under notice-and-access, you still receive a proxy or voting instruction form enabling 
you to vote at the Meeting.  However, instead of a paper copy of the Proxy-Related Materials, you receive this 
notice of meeting which contains information about how to access the Proxy-Related Materials electronically. 

The Corporation is sending the Proxy-Related Materials directly to beneficial owners of its Common Shares 
who have not objected to an intermediary disclosing their beneficial ownership information.  The Corporation 
also does not intend to pay for the cost of intermediaries to deliver the Proxy Related Materials and the form 
of proxy (or voting instruction form) to beneficial owners of its Common Shares who have objected to an 
intermediary disclosing their beneficial ownership information.  Such objecting beneficial owners will not 
receive such materials unless the intermediary assumes the cost of sending these materials to them. 

The Management Information Circular and form of proxy (or voting instruction form) for the Common Shares 
provide additional information concerning the matters to be dealt with at the Meeting.  You should access and 
review all information contained in the Management Information Circular and form of proxy (or voting 
instruction form) before voting. 

Shareholders with questions about notice-and-access can call Broadridge Investor Communication Solutions at 
1-855-887-2244. 

Websites Where Meeting Materials are Posted 

The Proxy-Related Materials can be viewed online on the Corporation’s website, 
http://www.firstnational.ca/About-Us/Financial-Reports, or under First National Financial Corporation’s 
SEDAR profile at www.sedar.com. 
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How to Obtain Paper Copies of the Meeting Materials 

Beneficial shareholders may request that paper copies of the Proxy-Related Materials be mailed to them at no 
cost. Requests may be made up to one year from the date that the Management Information Circular was filed 
on SEDAR by calling First National Investor Relations at 1-800-465-0039.  Requests should be received at 
least seven business days in advance of the date and time set out in your form of proxy (or voting instruction 
form) as a voting deadline if you would like to receive the Proxy Related Materials in advance of the voting 
deadline and meeting date. 

Voting 

Beneficial shareholders should complete, sign and return the form of proxy (or voting instruction form) in 
accordance with the directions on the form and in the Management Information Circular. 

Shareholders who are unable to attend the meeting in person are requested to complete, date, sign and deposit 
the enclosed form of proxy with Computershare Trust Company of Canada, 100 University Avenue, 11th 
Floor, Toronto, Ontario, M5J 2Y1, not later than 9:00 a.m. (Toronto time) on May 1, 2017, or 48 hours 
(excluding Saturdays, Sundays and holidays) before the time of the holding of any adjourned or postponed 
Meeting, or delivered to the Chair on the day of the Meeting or any adjournment or postponement thereof, so 
that as large a representation as possible may be had at the Meeting. 

If you are a non-registered shareholder and have received this notice from your broker or another 
intermediary, please complete and return the form of proxy, voting information form or other authorization 
form provided to you by your broker or other intermediary in accordance with the instructions provided to 
you. 

DATED at Toronto, this 24th day of March, 2017. 

BY ORDER OF THE BOARD OF DIRECTORS 

/s/Stephen Smith 

Stephen Smith 
President and Chief Executive Officer 
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First National Financial Corporation 

Management Information Circular 
(as at March 24, 2017) 

Annual Meeting of Shareholders 
 
 

SOLICITATION OF PROXIES 

THIS MANAGEMENT INFORMATION CIRCULAR IS FURNISHED IN CONNECTION WITH THE 
SOLICITATION OF PROXIES BY THE MANAGEMENT OF FIRST NATIONAL FINANCIAL 
CORPORATION (THE “CORPORATION”) FOR USE AT THE ANNUAL MEETING OF 
SHAREHOLDERS OF THE CORPORATION (THE “MEETING”) TO BE HELD AT THE TIME AND 
PLACE AND FOR THE PURPOSES SET FORTH IN THE ENCLOSED NOTICE OF MEETING.  It is 
expected that the solicitation of proxies will be primarily by mail, but proxies may also be solicited personally 
or by telephone by employees of the Corporation.  The cost of soliciting proxies for management will be borne 
by the Corporation. 

The Corporation is using notice-and-access to send the notice of meeting (the “Notice”) and this Management 
Information Circular, as well as the audited consolidated financial statements of the Corporation for the fiscal 
period ended December 31, 2016 and accompanying management discussion and analysis (collectively, the 
“Proxy-Related Materials”) to beneficial and registered holders of its common shares 
(the “Common Shares”).  Under notice-and-access, you still receive a proxy or voting instruction form 
enabling you to vote at the Meeting.  However, instead of a paper copy of the Proxy-Related Materials, you 
receive the Notice which contains information about how to access the Proxy-Related Materials electronically. 

Under the notice-and-access system, the Notice and form of proxy (or voting instruction form) were mailed on 
or about March 28, 2017 to all shareholders of record of the Corporation as of the close of business on the 
record date of March 17, 2017. The Notice provides instructions regarding the website availability of the 
Proxy-Related Materials.  Shareholders have the ability to access the Proxy-Related Materials on the 
Corporation’s website.  Instructions on how to request a paper copy of the Proxy-Related Materials can be 
found in the Notice. 

This Management Information Circular and the form of proxy (or voting instruction form) for the Common 
Shares provide additional information concerning the matters to be dealt with at the Meeting. You should 
access and review all information contained in this Management Information Circular and form of proxy 
(or voting instruction form) before voting. 
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INTERPRETATION 

Effective January 1, 2011, First National Financial Income Fund (the “Fund”) was reorganized into a 
corporate structure by way of a plan of arrangement among the Fund, First National Financial Operating 
Trust, First National Financial LP, First National Financial GP Corporation and First National Financial Inc. 
(the “Arrangement”).  Immediately subsequent to the completion of the Arrangement, the resulting 
corporation amalgamated to form “First National Financial Corporation” (the “Corporation”).  The 
Arrangement was approved by unitholders of the Fund at the annual and special meeting held on 
May 4, 2010.  Pursuant to the Arrangement, among other things, the Fund was dissolved and common shares 
of the Corporation were distributed to unitholders of the Fund on the basis of one common share of the 
Corporation (the “Common Shares” and each a “Common Share”) for each Fund unit held (the “Units” 
and each a “Unit”). 

In this Management Information Circular, for any period that ended prior to January 1, 2011, unless the 
context otherwise requires: (i) any reference to First National Financial Corporation or the Corporation will be 
deemed to be a reference to its predecessor, First National Financial Income Fund; (ii) any reference to a 
Director when made in reference to a director of the Corporation will be deemed to be a reference to a Trustee 
of First National Financial Income Fund; and (iii) any reference to Shareholders will be deemed to be a 
reference to unitholders of First National Financial Income Fund. 

In addition, references in this Management Information Circular to “First National” are to First National 
Financial LP (together, as applicable, with its general partner, First National Financial GP Corporation). 
Unless otherwise stated in this Management Information Circular, the information contained herein is as at 
March 24, 2017 and all currency references are in Canadian dollars. 

FORWARD LOOKING INFORMATION 

Certain information contained in this Management Information Circular, or incorporated herein by reference, 
concerning the Corporation’s objectives, goals, strategies, intentions, plans, beliefs, expectations and estimates, 
and the business, operations, financial performance and condition of the Corporation and its subsidiaries is 
forward-looking information.  The words “believe”, “expect”, “anticipate”, “estimate”, “intend”, “may”, 
“will”, “would” and similar expressions and the negative of such expressions are intended to identify forward-
looking information, although not all forward-looking information contains these identifying words.  This 
forward-looking information is based on certain factors and assumptions regarding, among other things, the 
ability of the Corporation to meet its revenue and EBITDA targets, future dividends payable by the 
Corporation, general industry and economic conditions, changes in the Corporation’s relationship with its 
customers and suppliers, pricing pressures and other competitive factors, and changes in regulatory 
requirements affecting the business of the Corporation going forward.  The Corporation has also made certain 
assumptions in the preparation of such forward-looking information.  While the Corporation considers these 
factors and assumptions to be reasonable based on information currently available, they may prove to be 
incorrect. 

Known and unknown factors could cause actual results to differ materially from those projected in the 
forward-looking information.  Such factors include, but are not limited to: general economic and business 
conditions; financing risks; risks inherent in the business of operating First National; and, risks and 
developments in First National’s industry.  A number of these risks are described in the Corporation’s annual 
information form for the year ended December 31, 2016.  Given these uncertainties, readers are cautioned not 
to place undue reliance on such forward-looking information. 

All of the forward-looking information in this Management Information Circular is qualified by these 
cautionary statements and other cautionary statements or factors contained herein, and there can be no 
assurance that the actual results or developments will be realized or, even if substantially realized, that they 
will have the expected consequences to, or effects on, the Corporation.  Forward-looking information is given 
only as at the date hereof and the Corporation disclaims any obligation to update or revise the forward-looking 
information, whether as a result of new information, future events or otherwise, except as required by 
applicable securities laws.  
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SUMMARY INFORMATION 

The following is a summary of certain information contained elsewhere in this Management Information Circular, 
including the Appendices hereto, and is qualified in its entirety by reference to the more detailed information contained or 
referred to elsewhere in this Management Information Circular or in the Appendices hereto. 

The Meeting 

The Meeting will be held at the TMX Broadcast and Conference Centre, 130 King Street West, Toronto, 
Ontario on May 3, 2017 at 9:00 a.m. (Toronto time) for the purposes set forth in the accompanying Notice of 
Meeting. The business of the Meeting will be: (i) to receive the Audited Financial Statements; (ii) to elect the 
directors; (iii) to appoint auditors and to authorize the directors to fix their remuneration; and (iv) to transact 
such further or other business as may properly come before the Meeting or any adjournment or postponement 
thereof. 

As of the date of this Management Information Circular, the Directors are not aware of any changes to these 
items, and do not expect any other items to be brought forward at the Meeting.  If there are changes or new 
items, your proxyholder can vote your Common Shares on these items as he or she sees fit. 

Placement before Shareholders of Audited Financial Statements 

The Audited Financial Statements placed before the Corporation’s shareholders are included in the 
Corporation’s 2016 annual report and available on SEDAR at www.sedar.com.  Copies of such statements 
will also be available at the Meeting. 

Election of the Board of Directors 

The articles of amalgamation (the “Articles”) of the Corporation provide for the board of directors to consist 
of a minimum of one (1) and a maximum of ten (10) directors.  The number of directors to be elected at the 
Meeting has been fixed by the board of directors at seven (7).  All of the proposed nominees are currently 
directors of the Corporation. 

Seven (7) directors are to be elected to the board of directors. Please refer to the “Election of Directors” section 
of this Management Information Circular. 

If you do not specify how you want your Common Shares voted, the persons named as proxyholders will cast 
the votes represented by proxy at the Meeting FOR the election of each of the nominee directors who are 
named in this Management Information Circular. 

Appointment of Auditors 

The board of directors recommends that Ernst & Young LLP be reappointed as auditors of the Corporation. 
Ernst & Young LLP were first appointed as auditors of the Corporation on June 15, 2006.  The auditors 
appointed at the Meeting will serve until the end of the next Annual Meeting or until their successors are 
appointed. 

If you do not specify how you want your Common Shares voted, the persons named as proxyholders will cast 
the votes represented by proxy at the Meeting FOR the appointment of Ernst & Young LLP as auditors. 
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APPOINTMENT AND REVOCATION OF PROXIES 

The persons named in the enclosed form of proxy are directors of the Corporation. A SHAREHOLDER 
DESIRING TO APPOINT SOME OTHER PERSON TO REPRESENT HIM OR HER AT THE 
MEETING MAY DO SO either by inserting such person’s name in the blank space provided in the form of 
proxy or by completing another proper form of proxy and, in either case, depositing the completed proxy at 
the office of the transfer agent indicated on the enclosed envelope not later than 48 hours (excluding 
Saturdays, Sundays and holidays) before the time of holding the Meeting, or delivered to the Chair on the day 
of the Meeting, or any adjournment or postponement thereof. 

A proxy given pursuant to this solicitation may be revoked by timely voting again, or by depositing an 
instrument in writing, including another proxy bearing a later date, executed by the shareholder or by his or 
her attorney authorized in writing, and deposited either at the registered office of the Corporation at any time 
up to and including the last business day preceding the day of the Meeting, or any adjournment or 
postponement thereof, at which the proxy is to be used, or with the Chair of the Meeting on the day of the 
Meeting, or any adjournment or postponement thereof, or by transmitting, by telephone or electronic means in 
compliance with the requirements above and signed with an electronic signature provided that the means of 
electronic signature permits a reliable determination of the document’s creator, or in any other manner 
permitted by law. 

VOTING OF PROXIES 

The Common Shares represented by properly executed proxies in the name of the persons designated in the 
printed portion of the enclosed form of proxy WILL BE VOTED FOR EACH OF THE MATTERS TO BE 
VOTED ON BY SHAREHOLDERS AS DESCRIBED IN THIS MANAGEMENT INFORMATION 
CIRCULAR OR VOTED AGAINST OR WITHHELD IF SO INDICATED ON THE FORM OF 
PROXY.  The enclosed form of proxy confers discretionary authority upon the persons named therein with 
respect to amendments or variations to matters identified in the Notice, or other matters that may properly 
come before the Meeting.  At the time of printing this Management Information Circular, the management of 
the Corporation knows of no such amendments, variations or other matters to come before the Meeting. 

VOTING OF COMMON SHARES – ADVICE TO BENEFICIAL SHAREHOLDERS 

The information set forth in this section is of significant importance to the holders of Common Shares who do 
not hold Common Shares in their own names.  Such holders, referred to in this Management Information 
Circular as “Beneficial Shareholders”, should note that since all Common Shares are held in the book-based 
system operated by CDS Clearing and Depository Services Inc. (“CDS”), only proxies deposited by CDS, as 
the sole registered holder of Common Shares, can be recognized and acted upon at the Meeting.  If Common 
Shares are listed in an account statement provided to a holder by a broker, then those Common Shares will not 
be registered in the holder’s name on the records of the Corporation.  All of such Common Shares will be 
registered under the name of CDS & Co., the registration name for CDS.   

The Corporation is sending the Proxy-Related Materials directly to Beneficial Shareholders who have not 
objected to an intermediary disclosing their beneficial ownership information.  The Corporation also does not 
intend to pay for the cost of intermediaries to deliver the Proxy Related Materials and the form of proxy (or 
voting instruction form) to Beneficial Shareholders who have objected to an intermediary disclosing their 
beneficial ownership information.  Such objecting Beneficial Shareholders will not receive such materials 
unless the intermediary assumes the cost of sending these materials to them.  

Typically, intermediaries will use service companies to forward the meeting materials to Beneficial 
Shareholders.  Beneficial Shareholders who have not waived the right to receive meeting materials will either: 

(a) be given a voting instruction form which must be completed and signed by the Beneficial Shareholder 
in accordance with the directions on the voting instruction form, which may in some cases permit the 
completion of the voting instruction form by telephone or through the Internet; or 
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(b) less frequently, be given a proxy which has already been signed by the intermediary (typically by a 
facsimile, stamped signature), which is restricted as to the number of Common Shares beneficially 
owned by the Beneficial Shareholder but which is otherwise uncompleted.  This form of proxy need 
not be signed by the Beneficial Shareholder.  In this case, the Beneficial Shareholder who wishes to 
submit a proxy should otherwise properly complete the form of proxy received from the intermediary 
and deposit it with the Computershare Trust Company of Canada, 100 University Avenue, 11th 
Floor, Toronto, Ontario, M5J 2Y1 as described above.  

The purpose of these procedures is to permit Beneficial Shareholders to direct the voting of the Common 
Shares they beneficially own.  Should a Beneficial Shareholder who receives either a proxy or a voting 
instruction form wish to attend and vote at the Meeting in person, or have another person attend and vote on 
behalf of the Beneficial Shareholder, the Beneficial Shareholder should strike out the names of the persons 
named in the proxy and insert the Beneficial Shareholder’s or such other person’s name in the blank space 
provided or, in the case of a voting instruction form, follow the corresponding instructions on the form.  In 
either case, Beneficial Shareholders should carefully follow the instructions of their intermediaries and their 
service companies. 

If you are a Beneficial Shareholder and wish to vote in person at the meeting, please review the voting 
instructions provided to you or contact your broker or agent well in advance of the meeting to determine how 
you can do so. 

Voting Requirements 

All matters to be brought before the Meeting require, for the passing of same, a simple majority of votes cast at 
the Meeting by holders of the Common Shares by proxy or in person.  The transfer agent counts and tabulates 
the votes. 

Voting Common Shares and Quorum 

As at March 24, 2017, the Corporation had issued and outstanding 59,967,429 Common Shares, 
2,887,147 Class A Preference Shares, Series 1 (the “Series 1 Preference Shares”) and 1,112,853 Class A 
Preference Shares, Series 2 (the “Series 2 Preference Shares”).  Only holders of the Common Shares will be 
entitled to vote at the Meeting. The Corporation will make a list of all persons who are registered holders of 
Common Shares as of the close of business on the record date of March 17, 2017 and the number of Common 
Shares registered in the name of each person on that date.  Each shareholder is entitled to one vote for each 
Common Share registered in his or her name. 

Pursuant to the Corporation’s by-laws, a quorum is present at the Meeting if the holders of not less than 10% 
of the shares entitled to vote at the meeting are present in person or represented by proxy, irrespective of the 
number of persons actually present at the meeting. 

MAJORITY VOTING POLICY 

The board of directors has adopted a majority voting policy relating to the election of directors.  Pursuant to 
this policy, any nominee for director of the Corporation who, in an uncontested election, receives a greater 
number of votes withheld than number of votes in favour will promptly submit his or her resignation to the 
board for consideration following the meeting.  Such proposed resignations will be considered by directors 
other than the individual who submitted a resignation. The board of directors will accept the resignation 
absent exceptional circumstances.  The Corporation will issue a press release within 90 days following the date 
of the meeting disclosing if the directors accepted or rejected any such resignation.  If the proposed resignation 
was rejected, the reasons therefor will also be included in the press release. 
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MECHANISMS OF BOARD RENEWAL AND REPRESENTATION OF WOMEN ON THE BOARD 
AND IN EXECUTIVE OFFICER APPOINTMENTS 

 
Director Term Limits and Other Mechanisms of Board Renewal 

The board of directors believes that the need to have experienced directors who are familiar with the business 
of the Corporation must be balanced with the need for fresh perspectives and a healthy skepticism when 
assessing management and its recommendations.  The board has not adopted director term limits or other 
mechanisms of board renewal because the Corporation has found that having long standing directors on its 
board does not negatively impact board effectiveness, and instead contributes to boardroom dynamics such 
that the Corporation has for many years had a consistently high performing board. 

In addition, the board believes that term limits have the disadvantage of losing the contribution of directors 
who have been able to develop, over a period of time, increasing insight into the Corporation and its 
operations and thereby provide an increasing contribution to the board as a whole. 

Policies Regarding the Representation of Women on the Board 

The Corporation has not adopted a written policy relating to the identification and nomination of women 
directors to the Corporation’s board of directors but rather has an informal, unwritten policy.  The 
Corporation believes that this approach is appropriate for its circumstances and a formal written policy is not 
necessary to achieve positive outcomes in board and senior management gender diversity. 

Consideration of the Representation of Women in the Director Identification and Selection Process 

In identifying and nominating candidates for election or re-election to the board of directors, the board 
considers the level of representation of women on the board. 

In considering the level of representation of women on the board, the board takes into account the following 
factors: 

 the competencies, skills and other diverse qualities the existing directors possess; 

 the competencies, skills and personal and other diverse qualities required for new directors in order to 
add value to the Corporation in light of opportunities and risks facing the Corporation; and 

 the size of the board, with a view to facilitating effective decision-making. 

Selection of female candidates to the board will be, in part, dependent upon the pool of female candidates with 
the necessary skills, knowledge and experience.  The ultimate decision will be based on merit and the 
contribution the chosen candidate will bring to the board. 

Consideration of the Representation of Women in Executive Officer Appointments 

In appointing executive officers to the management team, the Corporation considers the level of representation 
of women in executive officer positions. 

In considering the level of representation of women in executive officer positions, the Corporation takes into 
account the following factors: 

 the competencies and skills the executive team, as a whole, should possess; and 

 the competencies, skills and personal and other diverse qualities required for new executive officers in 
order to add value to the Corporation in light of opportunities and risks facing the Corporation. 
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Issuer’s Targets Regarding the Representation of Women on the Board and in Executive Officer Positions 

The Corporation has not adopted a target regarding women on the Corporation’s board of directors. The 
Corporation does not believe that any director nominee should be chosen nor excluded solely or largely 
because of gender.  In selecting a director nominee, the board focuses on skills, expertise and background that 
would complement the existing board. 

The Corporation has not adopted a target regarding women in executive officer positions. The Corporation 
does not believe that any candidate for an executive officer position should be chosen nor excluded solely or 
largely because of gender.  In selecting a candidate, the Corporation considers the skills, expertise and 
background that would complement the existing management team. 

Number of Women on the Board and in Executive Officer Positions 

As of the date of this Management Information Circular there is one woman on the Corporation’s board of 
directors, representing 14.3% of the directors.  As of the date of this Management Information Circular two of 
First National’s executive officers are women representing 22.2% of First National’s executive officers. 

VOTING SECURITIES AND PRINCIPAL HOLDERS THEREOF 

To the knowledge of the directors and officers of the Corporation, the only persons that beneficially own, or 
control or direct, directly or indirectly, Common Shares carrying more than 10% of the voting rights 
exercisable at the Meeting are Stephen Smith, Director, President and Chief Executive Officer of the 
Corporation and Moray Tawse, Director, Executive Vice President and Secretary of the Corporation.  
Stephen Smith beneficially holds, directly or indirectly, 23,038,975 Common Shares representing 
approximately 38.4% of the outstanding Common Shares (on a fully diluted basis).  Moray Tawse beneficially 
holds, directly or indirectly, 21,038,975 Common Shares representing approximately 35.1% of the outstanding 
Common Shares (on a fully diluted basis), 230,250 Series 1 Preference Shares, representing approximately 8% 
of the Series 1 Preference Shares, and 4,200 Series 2 Preference Shares, representing approximately 0.4% of the 
Series 2 Preference Shares.  

Other than the shares which are held indirectly by Stephen Smith and Moray Tawse, the directors and senior 
executives of First National beneficially own, directly or indirectly, or exercise control or direction over an 
aggregate of 96,773 Common Shares, representing approximately 0.0016% of the outstanding Common Shares 
(on a fully diluted basis) and 241,600 Series 1 Preference Shares, representing approximately 0.08% of the 
outstanding Series 1 Preference Shares. 

PARTICULARS OF MATTERS TO BE ACTED UPON AT THE MEETING 

Nominees for Election to the Board of Directors 

The Articles of the Corporation provide for a minimum of one (1) director and a maximum of ten (10) 
directors.  The directors serve until the next annual meeting of shareholders or until such director’s successor is 
duly elected or appointed.  The number of Directors to be elected at the Meeting has been fixed by the board of 
directors at seven (7).  The seven (7) nominees proposed for election as directors of the Corporation are as 
follows: 
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Name and Municipality 
of Residence 

 
 

Present 
Office 

 
 
 

Principal Occupation 

 
 

Director (or 
Trustee) Since 

Number of Common Shares of 
the Corporation 

Beneficially Owned 
or Controlled (1) 

STEPHEN SMITH 
Toronto, Ontario, Canada 

Director Director, Chairman, President and 
Chief Executive Officer of 
First National 

April 19, 2006 23,038,975 

MORAY TAWSE 
Toronto, Ontario, Canada 

Director Director and Executive 
Vice President of First National 

April 19, 2006 21,038,975(7) 

JOHN BROUGH (2)(3)(6) 
Toronto, Ontario, Canada 

Independent 
Director 

Corporate Director, 
Kinross Gold Corporation, 
Silver Wheaton Corp., and 
Canadian Real Estate 
Investment Trust 

June 8, 2006 500 

DUNCAN JACKMAN (4) 

Toronto, Ontario, Canada 
Independent 
Director 

Chairman, President and 
CEO of E-L Financial 
Corporation Limited, 
Chairman and President of 
Economic Investment  
Trust Limited and United 
Corporations Limited 

June 8, 2006 18,000 

ROBERT MITCHELL (2) 

Vancouver, British Columbia, 
Canada 
 

Independent 
Director 

President, Dixon Mitchell 
Investment Counsel Inc. 

June 8, 2006 6,640 

PETER COPESTAKE (2)(4)(5) 

Kingston, Ontario, Canada 
Independent 
Director 

Executive in Residence at the 
Queen’s University School 
of Business 

December 12, 2008 20,000 

BARBARA PALK(4) 

Toronto, Ontario, Canada 
Independent 
Director 
 

Corporate Director, 
TD Asset Management USA 
Funds Inc., Ontario Teachers’ 
Pension Plan and Crombie Real 
Estate Investment Trust 

March 26, 2013 2,000 

__________________________ 

Notes: 

(1) This information has been provided by the individual and has not been independently verified by counsel to the Corporation. 
(2) Member of the Audit Committee. 
(3) Chair of Audit Committee. 
(4) Member of the Governance Committee of First National Financial GP Corporation. 
(5) Chair of the Governance Committee of First National Financial GP Corporation. 
(6) Lead independent director. 
(7) Mr. Tawse also owns or controls, directly or indirectly, 230,250 Series 1 Preference Shares and 4,200 Series 2 Preference Shares. 

 

 

 



 

 

First National Financial Corporation │9 

Stephen Smith, one of Canada’s leading financial services entrepreneurs, is the Chairman, Chief Executive 
Officer and Co-Founder of First National Financial Corporation.  He has been an innovator in the 
development and utilization of various securitization techniques to finance mortgage assets as well as a leader 
in the development and application of information technology in the mortgage industry. 

Mr. Smith is Chairman of Canada Guaranty Mortgage Insurance Company, which he owns in partnership 
with Ontario Teachers’ Pension Plan.  He is the largest shareholder in Equitable Bank, one of Canada’s 
leading alternative lenders and the country’s ninth largest bank. Mr. Smith is a member of the Board of 
Governors of the Royal Ontario Museum, the Board of Directors of the C.D. Howe Institute and the Empire 
Life Insurance Company.  He is also Chairman of Historica Canada, producer of the Heritage Minutes and 
publisher of The Canadian Encyclopaedia.  In 2012, Mr Smith received the Queen Elizabeth II Diamond 
Jubilee Medal for contributions to Canada. 

In 2015, Queen's University announced the naming of The Stephen J.R. Smith School of Business at Queen's 
University in honour of Mr. Smith and his historic $50-million donation to the school. 

Mr. Smith holds a B.Sc (Hons.) in Electrical Engineering from Queen’s University and a M.Sc. in Economics 
from the London School of Economics. 

Moray Tawse is Executive Vice President and Secretary of the Corporation, Executive Vice President of First 
National and co-founder of First National.  Mr. Tawse directs the operations of all of First National’s 
commercial mortgage origination activities.  With over 30 years of experience in the real estate finance 
industry, Mr. Tawse is one of Canada’s leading experts on commercial real estate and is often called upon to 
deliver keynote addresses at national real estate symposiums. 

John Brough served as President of both Wittington Properties Limited (Canada) and Torwest, Inc. 
(United States) real estate development companies from 1998 to 2007.  From 1974 until 1996 he was with 
Markborough Properties, Inc, where he was Senior Vice President and Chief Financial Officer from 1986 until 
1996.  Mr. Brough is a Director of Kinross Gold Corporation, Silver Wheaton Corp. and Canadian Real 
Estate Investment Trust.  Mr. Brough has a Bachelor of Arts (Economics) degree from the University of 
Toronto, as well as a Chartered Accountant degree.  Mr. Brough is a graduate of the Directors Education 
Program at the University of Toronto, Rotman School of Management, is a member of the Institute of 
Corporate Directors and a member of the Professional Accountants of Ontario and Canada. 

Peter Copestake serves as the Executive in Residence at the Queen’s University School of Business and as a 
corporate director and business consultant.  Over the past 35 years he has held senior financial and executive 
management positions at federally regulated financial institutions and in the federal government.  Other 
current directorships include Royal and Sun Alliance Insurance Company of Canada and Canadian 
Derivatives Clearing Corporation.  He additionally serves on the Independent Review Committees at First 
Trust Portfolios Canada and at PIMCO Canada and as Chair of the South East Ontario Medical and 
Academic Organization. 

Duncan Jackman is the Chairman, President and Chief Executive Officer of E-L Financial Corporation 
Limited, an investment and insurance holding company and has held similar positions with E-L Financial 
since 2003.  Mr. Jackman is also the Chairman and President of Economic Investment Trust Limited and 
United Corporations Limited, both closed-end investment corporations, and has acted in a similar capacity 
with these corporations since 2001.  Mr. Jackman sits on the boards of E-L Financial Corporation Limited, 
United Corporations Limited and Economic Investment Trust Limited.  Prior to 2001, Mr. Jackman held a 
variety of positions including portfolio manager at Cassels Blaikie and investment analyst at RBC Dominion 
Securities Inc.  Mr. Jackman holds a Bachelor of Arts from McGill University. 



 

 

First National Financial Corporation │10 

Robert Mitchell has been President of Dixon Mitchell Investment Counsel Inc., a Vancouver-based investment 
management company since 2000.  Prior to that, Mr. Mitchell was Vice President, Investments at Seaboard 
Life Insurance Company.  Mr. Mitchell has an MBA from the University of Western Ontario, a Bachelor of 
Commerce (Finance) from the University of Calgary, and is a CFA charterholder. 

Barbara Palk retired as President of TD Asset Management Inc. in 2010 following a 30-year career in 
institutional investment and investment management.  She currently serves on the Boards of TD Asset 
Management USA Funds Inc. in New York, Ontario Teachers’ Pension Plan and Crombie Real Estate 
Investment Trust.  Her previous board experience includes the Canadian Coalition for Good Governance, 
whose Governance Committee she chaired, Greenwood College School, the Investment Counselling 
Association of Canada, the Perimeter Institute, the Shaw Festival, UNICEF Canada and Queen’s University, 
where she was the Chair of the Board of Trustees.  Ms. Palk is a member of the Institute of Corporate 
Directors, a Fellow of the Canadian Securities Institute and a CFA charterholder.  She holds a Bachelor of 
Arts (Honours, Economics) degree from Queen’s University, and has been named one of Canada’s Top 100 
Most Powerful Women (2004). 

IF ANY OF THE ABOVE NOMINEES IS FOR ANY REASON UNAVAILABLE TO SERVE AS A 
DIRECTOR, PROXIES IN FAVOUR OF MANAGEMENT WILL BE VOTED FOR ANOTHER 
NOMINEE IN THEIR DISCRETION UNLESS THE SHAREHOLDER HAS SPECIFIED IN THE 
PROXY THAT HIS OR HER COMMON SHARES ARE TO BE WITHHELD FROM VOTING IN THE 
ELECTION OF DIRECTORS. 

The directors also serve as directors of First National Financial GP Corporation, the entity responsible for the 
management of First National Financial LP, which is the operating entity in which the Corporation holds a 
99.99% interest (with the remaining 0.01% interest held by First National Financial GP Corporation, as 
general partner). 

Appointment of Auditors 

At the Meeting, shareholders will be asked to approve a resolution appointing Ernst & Young LLP as auditors 
of the Corporation, and to authorize the directors to fix their remuneration.  The auditors have acted as 
auditors of the Corporation (including its predecessor, the Fund) since June 15, 2006. 

Fees incurred by the Corporation for work performed by Ernst & Young LLP, the Corporation’s external 
auditors, during each of the last two fiscal years for audit and audit related services were as follows: 

 

External Auditor Service Fees 
($ thousands) 

Ernst & Young LLP 2016 2015 
Audit Fees 693 670 
Audit-Related Fees 459 455 
Tax Fees ─ 25 
Total 1,152 1,150 

Unless such authority is withheld, the persons named in the accompanying proxy will vote for Ernst & Young 
LLP, as auditors of the Corporation and to authorize the directors to fix their remuneration.  The auditor will 
hold office until the next annual meeting of the Corporation’s shareholders or until their successors are 
appointed. 
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INTEREST OF PERSONS IN MATERIAL TRANSACTIONS 

Other than as set forth herein and below, or as previously disclosed, management of the Corporation is not 
aware of any material interest, direct or indirect, of any informed person of the Corporation, any proposed 
director of the Corporation, or any associate or affiliate of any informed person or proposed director, in any 
transaction since the commencement of the Corporation’s most recently completed financial period or in any 
proposed transaction of the Corporation which has materially affected or would materially affect the 
Corporation or any of its subsidiaries. 

INTEREST OF CERTAIN PERSONS IN MATTERS TO BE ACTED UPON 

No director or executive officer of the Corporation or any proposed nominee for election as a director of the 
Corporation, or any associate or affiliate of the foregoing persons has any material interest, direct or indirect, 
by way of beneficial ownership of securities or otherwise, in matters to be acted upon at the Meeting. 

EXECUTIVE COMPENSATION 

Compensation Discussion and Analysis 

 Objectives of Compensation Program 

First National’s compensation program is designed to retain and motivate highly qualified executive officers.  
First National’s compensation program is designed to reward performance that furthers the stated goals of 
First National. 

 Elements of Compensation Program 

As discussed in further detail below, First National’s compensation program consists of base salary and a 
discretionary bonus based on the overall financial performance of First National and the individual’s own 
performance. 

 Base Salary 

The primary element of First National’s compensation program is base salary.  First National’s view is that a 
competitive base salary is a necessary element for retaining qualified executive officers.  The amount payable 
to a NEO (as defined below) as base salary is determined primarily by the number of years of experience of the 
NEO, as well as comparisons to the base salaries offered by comparable companies in the financial services 
industry.  The base salary for each NEO is set at the end of each fiscal year for the next fiscal year. 

Base salaries for Stephen Smith and Moray Tawse were set under the terms of employment contracts entered 
into at the time of the initial public offering of the Units of the Fund and adjusted by the board of directors of 
First National, and are further described under the heading “Management Arrangements” below. 

 Bonus 

A secondary element of First National’s compensation program is performance bonuses.  First National’s view 
is that the performance bonus is an effective means of rewarding executive officers who contribute in a 
meaningful way to First National, and is determined based on the executive officer’s performance and the 
overall financial performance of First National.  All bonuses are approved by the board of directors of the 
Corporation. 

 Comparator Group 

First National’s compensation program is developed with a view to providing competitive compensation that 
is in keeping with that offered by comparable companies in the financial services industry. The comparator 
group is comprised of the following companies:  Home Trust Company and Equitable Bank.  The companies 
in the comparator group were chosen because they participate in the same industry as First National, and are 
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similar in size to First National.  First National reviewed overall compensation offered by the comparator 
group, comprised of salary and bonus figures for the 2014 fiscal year. 

 Performance Goals 

The bonus payable to a NEO is based on the achievement of the goals set out in the NEOs annual financial 
plan for the NEOs department within First National, and the role the NEO played in achieving such goals.  In 
addition, the bonus payable to a NEO will be adjusted up or down based on the overall performance of First 
National. 

Total compensation of NEOs is determined by Stephen Smith and Moray Tawse, and is approved by the 
board of directors of First National. 

Summary Compensation Table 

The following table provides a summary of the compensation of the President and Chief Executive Officer, the 
Executive Vice President, the Chief Financial Officer, the Senior Vice President, Commercial Mortgages and 
the Senior Vice President, Residential Mortgages (collectively, the “Named Executive Officers” or “NEOs”) 
for the period from January 1, 2016 to December 31, 2016.  

 
 

NEO Name and Principal 
Position 

 
(a) 

 
 
 

Year 
 

(b) 
 

 
 
 

Salary 
 

(c) 

 
Share-
based 

Awards 
 

(d) 

 
Option 
Based 

Awards 
 

(e) 

Non-Equity 
Incentive Plan 
Compensation 

(Annual)(1) 

 
(f1) 

 
 

Pension 
Value(2) 

 
(g) 

 
All Other 

Compensations 
($) 

 
(h) 

 
 
 

Total 
($) 

STEPHEN SMITH(3) 

President and Chief 
Executive Officer 

2016 

2015 

2014 

750,000.00 

750,000.00 

750,000.00 

    12,983.12 

13,079.76 

13,060.32 

762,983.12 

763,079.76 

763,060.32 

MORAY TAWSE(3) 

Executive Vice President 
2016 

2015 

2014 

750,000.00 

750,000.00 

750,000.00 

    13,079.30 

13,079.76 

13,060.32 

763,079.30 

763,079.76 

763,060.32 

ROBERT INGLIS 
Chief Financial 

Officer 

2016 

2015 

2014 

341,700.00 

335,000.00 

313,650.00 

  260,000.00 

240,000.00 

215,000.00 

5,000.00 

5,000.00 

5,000.00 

489.06 

489.36 

469.92 

607,189.06 

580,489.36 

534,119.92 

JEREMY WEDGBURY 
Senior Vice President, 

Commercial Mortgages 

2016 

2015 

2014 

364,140.00 

357,000.00 

350,000.00 

  271,500.00 

243,000.00 

200,000.00 

5,000.00 

5,000.00 

5,000.00 

4,082.52 

4,082.88 

4,063.44 

644,722.52 

609,082.88 

559,063.44 

JASON ELLIS 
Managing Director, 

Capital Markets 

2016 

2015 

2014 

260,100.00 

255,000.00 

250,000.00 

  358,000.00 

328,000.00 

293,000.00 

5,000.00 

4,992.00 

4,992.00 

489.36 

489.36 

469.92 

623,589.36 

588,481.36 

548,461.92 

(1) The Corporation’s Non-Equity Incentive Plan consists of cash payments based on performance. 
(2) These amounts relate to the Corporation’s deferred profit sharing plan. 
(3) The total compensation paid to each of Mr. Smith and Mr. Tawse reflects the aggregate amount paid to each in consideration of all 

executive officer and director activities for the Corporation and its affiliates. 
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Narrative 

As described under the heading “Compensation Discussion and Analysis”, compensation of NEOs other than 
Stephen Smith and Moray Tawse, is based on a combination of salary and bonus.  Both salary and bonus are 
determined based on the performance of the individual, the individual’s department and First National as a 
whole.  Salary is established for the upcoming year based on the prior year’s performance, while bonus is 
determined at the end of the fiscal year based on that year’s performance. 

The President and Executive Vice-President are compensated in accordance with the employment contracts 
entered into with First National on the date of the initial public offering of the Units of the Fund, as adjusted 
by the board of directors of First National, and further described under the heading “Management 
Arrangements” below.  The compensation paid under these contracts has been adjusted, and may be subject to 
further adjustment, by the board of directors of First National.  No material adjustments have been made since 
the date of the initial public offering of the Units of the Fund. 

Each of the Senior Vice President, Commercial Mortgages, Chief Financial Officer and Managing Director, 
Capital Markets met or was close to meeting the financial plans set for their performances in 2016.  When the 
individual and company wide performances were taken together, it was determined that each of these NEOs 
was eligible for a bonus as indicated in the compensation table above. 

Management Arrangements 

At the date of the initial public offering of the Units of the Fund on June 15, 2006, First National entered into 
employment agreements with Stephen Smith and Moray Tawse, which contain customary confidentiality, 
non-solicitation and non-competition covenants that extend post-expiry or termination of employment.  In 
each case, the confidentiality covenants extend indefinitely, while the non-solicitation and non-competition 
covenants will extend for a period of two years post-expiry or termination.  If terminated for other than cause, 
each is entitled to 24 months prior written notice or payment of an amount equal to 24 months salary at the 
rate in effect at the time of his termination. Based on salaries paid in 2016, a payment of 24 months salary 
would amount to $1,500,000 for each of Stephen Smith and Moray Tawse.  Mr. Smith and Mr. Tawse are the 
only NEOs with termination payments included in their employment contracts. 

Report on Executive Compensation 

The board of directors of the Corporation is responsible for, among other things, making recommendations 
concerning the compensation of senior executive officers of First National Financial GP Corporation and the 
remuneration of the board of directors of First National Financial GP Corporation. 

The total compensation structure for senior management (other than Stephen Smith and Moray Tawse) is 
comprised of an annual base amount and non-equity incentive plan compensation based on performance.  
Performance is based on achievement of corporate and individual objectives.  For Stephen Smith and 
Moray Tawse, the board of directors has determined that given their ownership interests in the Corporation, 
non-equity incentive plan compensation is unnecessary as their interests are aligned with shareholder value.  
There have been no identified risks associated with the Corporation’s compensation policies that could have 
adverse consequences on the Corporation, particularly as a result of compensation of senior management not 
being comprised of any share-based or option-based awards.  All risks that may be identified as part of a 
review of the Corporation’s compensation policies are considered on a regular and ongoing basis by the board 
of directors. 

There are no restrictions on NEOs or directors regarding the purchase of financial instruments that are 
designed to hedge or offset a decrease in market value of the Corporation’s securities other than a prohibition 
from taking short positions in the Corporation’s securities in an amount that would result in a net short 
position at any time.  To the knowledge of the Corporation, for the financial year ended December 31, 2016, 
no NEO or director, directly or indirectly, employed a strategy to hedge or offset a decrease in market value of 
the Corporation’s securities. 
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Compensation of Directors 

Compensation for independent directors of First National Financial GP Corporation is $30,000 per director 
per year for attending meetings of its board of directors.  The lead independent director receives $10,000.00 per 
year.  The chair of the Audit Committee receives an additional $20,000 per year, and the chair of the 
Governance Committee receives an additional $10,000 per year.  In addition, each director receives $1,500 for 
each board meeting, $1,500 for each committee meeting, and $500 for each telephone meeting the Director 
attends. 

In respect of the year ended December 31, 2016, independent directors received total fees of $256,000.00, as 
set forth in the table below: 

 Board and 
Director 
Retainer 

Committee 
Chair 

Retainers 

Lead Independent 
Director Fee 

Director and 
Board Meeting 

Fees 

Committee 
and Telephone 
Meeting Fees 

Total 

Name       

JOHN BROUGH $30,000.00 $20,000.00 $10,000.00 $6,000.00 $6,000.00 $72,000.00 

PETER 
COPESTAKE  

$30,000.00  $10,000.00  $6,000.00  $12,000.00 $58,000.00 

DUNCAN 
JACKMAN  

$30,000.00    $6,000.00  $6,000.00 $42,000.00 

Plus an 
additional $1,500 

for a missed 
payment in 2015 

For a total of 
$43,500 

ROBERT 
MITCHELL 

$30,000.00    $4,500.00  $6,000.00 $40,500.00 

BARBARA PALK $30,000.00    $6,000.00  $6,000.00 $42,000.00 

Total $150,000.000 $30,000.00 $10,000.00 $28,500.00 $36,000.00 $256,000.00 

 

The independent directors do not receive any compensation other than retainers and fees set out in the table 
above. 

First National Financial GP Corporation also reimburses directors for out-of-pocket expenses for attending 
meetings. No additional compensation is paid to directors for also serving as directors of the Corporation, 
except for attending separately held meetings.  For the period ended December 31, 2016, the directors of the 
Corporation did not receive any additional compensation for acting as a director of the Corporation. 

The Corporation maintains directors’ and officers’ liability insurance for the benefit of all directors and officers 
of the Corporation.  In addition, the Corporation has entered into indemnification agreements with the 
Corporation’s directors and officers.  The indemnification agreements generally require that the Corporation 
indemnify and hold the indemnitees harmless to the greatest extent permitted by law for liabilities arising out 
of the indemnitees’ service to the Corporation as directors and officers, if the indemnitees acted honestly and 
in good faith and in a manner the indemnitee reasonably believed to be in the Corporation’s best interests and, 
with respect to criminal and administrative actions or proceedings that are enforced by monetary penalty, if 
the indemnitees had reasonable grounds to believe that his or her conduct was lawful.  The indemnification 
agreements will also provide for the advancement of defence expenses to the indemnitees by the Corporation. 
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SHARE PERFORMANCE AND COST OF MANAGEMENT 

Share Performance 

The following graph compares the total cumulative return to shareholders (and unitholders while the business 
was operated by the Fund) for $100 invested in Common Shares of the Corporation, with the total cumulative 
return of the S&P/TSX Composite Index for the period from December 31, 2011 to December 31, 2016, 
assuming a $100 investment on December 31, 2011 and reinvestment of distributions and dividends during the 
period:  
 

2016 Total Return:  FN vs. S&P/TSX 

 

Cost of Management 

Cost of Management is a measure used to show how corporate performance compares to compensation 
awarded to the Named Executive Officers.  The Corporation calculates the ratio by dividing total 
compensation awarded to the Named Executive Officers by Pre-FMV EBITDA for each of the last four years: 

 total compensation includes salary and all other compensation as reported in the summary 
compensation table 
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 Pre-FMV EBITDA is earnings before income taxes, depreciation and amortization, and losses and 
gains on financial instruments as reported in the Management’s Discussion and Analysis of the 
Corporation for each of the last four fiscal years.  This non-IFRS measure adjusts income before 
income taxes by adding back expenses for amortization of intangible and capital assets but it also 
eliminates the impact of changes in fair value by adding back losses on the valuation of financial 
instruments and deducting gains on the valuation of financial instruments. 

 
 
 

Total compensation 
awarded to NEOs 

($ thousands) 

 

Pre-FMV EBITDA 
($ thousands) 

 
 

Cost of Management 

2016 3,401.6 253,539 1.34% 

2015 3,314.3 209,933 1.58% 

2014 3,217.6 183,130 1.76% 

2013 3,123.1 197,582 1.58% 

2012 3,007.9 153,199 1.96% 

 

Over the past five years the total compensation awarded to the Corporation’s Named Executive Office has 
increased in general alignment with the increased shareholder returns over the same period.  

 

INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS 

To the knowledge of the Corporation, no director, executive officer or employee, and no former trustee, 
director, executive officer or employee of the Corporation or any of its subsidiaries is currently or was at any 
time during the financial period ended December 31, 2016, indebted to the Corporation or to any of its 
subsidiaries and no indebtedness of such persons has been the subject of a guarantee, support agreement, letter 
of credit or other similar agreement provided by the Corporation or any of its subsidiaries or affiliates. 

STATEMENT OF CORPORATE GOVERNANCE PRACTICES 

The directors recognize the importance of corporate governance to the effective management of the 
Corporation and its shareholders.  The Corporation's approach to significant issues of corporate governance is 
designed with a view to ensuring that the business and affairs of the Corporation are effectively managed so as 
to enhance shareholder value.   

On June 30, 2005, the Canadian Securities Administrators (“CSA”) implemented National Instrument 58-101 
– Disclosure of Corporate Governance Practices (“NI 58-101”) and National Policy 58-201 – Corporate 
Governance Guidelines (“NP 58-201”).  NI 58-101 and NP 58-201 provide for mandated disclosure under 
NI 58-101 of an issuer’s corporate governance practices, as well as best practices under NP 58-201. 

The guidelines for effective corporate governance contained in the CSA rules, together with a brief description 
of the alignment of the Corporation's practices with respect to such guidelines, are set out in Appendix A to 
this Management Information Circular. 

ADDITIONAL INFORMATION 

Additional information relating to the Corporation is available on the System for Electronic Document 
Analysis and Retrieval as www.sedar.com. Shareholders may contact the Corporation to request a copy of the 
Corporation’s financial statements and accompanying management discussion and analysis by contacting the 
Corporation’s Investor Relations Department, through email at rob.inglis@firstnational.ca, or through the 
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Corporation’s Internet website at www.firstnational.ca. Financial information is provided in the Corporation’s 
comparative financial statements and accompanying management discussion and analysis for the fiscal period 
ended December 31, 2016.  Further information regarding the Corporation’s audit committee may be found at 
Appendix A of the Corporation’s Annual Information Form for the period ended December 31, 2016. 

DIRECTORS’ APPROVAL 

The contents and sending of this Management Information Circular have been approved by the directors of the 
Corporation. A copy of this Management Information Circular has been sent to each director of the 
Corporation, each shareholder entitled to notice of the Meeting and to the auditors of the Corporation. 

DATED at Toronto, Ontario this 24th
 day of March, 2017. 

 

BY ORDER OF THE BOARD OF DIRECTORS 

/s/Stephen Smith 

Stephen Smith 
President and Chief Executive Officer 
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APPENDIX “A” 

CORPORATE GOVERNANCE OF THE CORPORATION 

Board of Directors  

Disclose the identity of directors who are independent. John Brough, Toronto, Ontario, Corporate Director, 
Kinross Gold Corporation, Silver Wheaton Corp. and 
Canadian Real Estate Investment Trust. 

Duncan Jackman, Toronto, Ontario, Chairman, President 
and CEO of E-L Financial Corporation Limited, Chairman 
and President of Economic Investment Trust Limited and 
United Corporations Limited. 

Peter Copestake, Kingston, Ontario, Executive in 
Residence at the Queen’s University School of Business. 

Robert Mitchell, Vancouver, British Columbia, President, 
Dixon Mitchell Investment Counsel Inc. 

Barbara Palk, Toronto, Ontario, Corporate Director, 
TD Asset Management USA Funds Inc., Ontario Teachers’ 
Pension Plan and Crombie Real Estate Investment Trust. 

Disclose the identity of directors who are not 
independent, and describe the basis for that 
determination. 

Stephen Smith and Moray Tawse are not independent. 

Stephen Smith, Toronto, Ontario is President and CEO of 
First National Financial Corporation. 

Moray Tawse, Toronto, Ontario is Executive 
Vice-President of First National Financial Corporation. 

Disclose whether or not a majority of directors are 
independent. 

A majority of the directors are independent, as the board 
has five directors who have been determined to be 
independent and two directors who are executive officers of 
First National. John Brough is the lead independent 
director. 

If a director is presently a trustee or director of any other 
issuer that is a reporting issuer in a jurisdiction or a 
foreign jurisdiction, identify both the director and the 
other issuer. 

Duncan Jackman 
Algoma Central Corporation 
Dream Global Real Estate Investment Trust 
Dream Office Real Estate Investment Trust 
Labrador Iron Ore Royalty Corporation 
The Empire Life Insurance Company 

John Brough 
Kinross Gold Corporation 
Silver Wheaton Corp. 
Canadian Real Estate Investment Trust 

Barbara Palk 
Crombie Real Estate Investment Trust 

Stephen Smith 

The Empire Life Insurance Company 
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Disclose whether or not the independent directors hold 
regularly scheduled meetings at which non-independent 
directors and members of management are not in 
attendance.  If the independent directors hold such 
meetings, disclose the number of meetings held since the 
beginning of the issuer's most recently completed 
financial period. 

The independent directors hold meetings, without 
management or the non-independent directors present, 
during each of the regularly scheduled Board and 
Committee meetings. 

In 2016, the independent directors of First National met at 
each of the four board meetings for a specified period of 
time without non-independent directors and management 
present. 

Disclose whether or not the chair of the board is an 
independent director.  If the board has a chair or lead 
director who is an independent director, disclose the 
identity of the independent chair or lead director, and 
describe his or her role and responsibilities. 

The Chair of the board is Stephen Smith who is President of 
First National Financial Corporation. 

John Brough is the lead independent director. 

Disclose the attendance record of each director for all 
board meetings held since the beginning of the issuer's 
most recently completed financial period. 

Director Meetings Attended 

Stephen Smith 4 of 4 
Moray Tawse 4 of 4 
John Brough  4 of 4 
Peter Copestake 4 of 4 
Duncan Jackman 4 of 4 
Robert Mitchell 3 of 4 
Barbara Palk 4 of 4 

Disclose the attendance record of each audit committee 
member for all meetings held since the beginning of the 
issuer's most recently completed financial period. 

Audit Committee Meetings Attended 

John Brough  4 of 4 
Peter Copestake 4 of 4 
Robert Mitchell 4 of 4 

Disclose the attendance record of each governance 
committee member for all meetings held since the 
beginning of the issuer's most recently completed 
financial period. 

Governance Committee 
 
Peter Copestake 4 of 4 
Duncan Jackman 4 of 4 
Barbara Palk 4 of 4 

Board Mandate  

Disclose the text of the board 's written mandate.  If the 
board does not have a written mandate, describe how 
the board delineates its role and responsibilities. 

 

The board’s Charter provides that the board’s general 
responsibilities shall include, among other things: 

 Review and approve strategic plans, corporate 
objectives and business plans including significant 
capital allocations and expenditures. 

 Review and approve material transactions not in the 
ordinary course of business. 

 Review and approve related party transactions. 

 Monitor corporate performance against strategic plan 
and corporate objectives, including receiving periodic 
reports from senior management and overseeing 
operating results on a regular basis to evaluate whether 
the business is meeting its objectives. 

 Ensure the Corporation has implemented procedures to 
identify the principal risks of the Corporation’s business 
and operations and receive regular reports from senior 
management to confirm processes, procedures and 
practices are in place to manage identified risks. 
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 Review and approve the Corporation’s annual and 
interim financial statements and related management’s 
discussion and analysis, annual information form, 
management proxy circular, provided the board may 
delegate to the Audit and Risk Committee the 
responsibility to review such financial statements and 
information and make its recommendations to the 
Board. 

 Monitor, advise and evaluate the Chief Executive 
Officer and President and other members of senior 
management. 

 Monitor management succession planning. 

 Oversee the Corporation’s development and 
maintenance of a culture of ethical behaviour and 
compliance with laws and regulations, auditing and 
accounting principles, and the Corporation’s own 
governing documents. 

 Review and assess the adequacy of this Charter from 
time to time and where necessary, recommend changes 
for approval. 

 Perform such other functions as are prescribed by law, 
or assigned to the board in the Corporation’s governing 
documents. 

The board is also responsible for approving the following: 

 Approve the raising of debt or equity capital and other 
major financial activities. 

 Approve all major organizational restructurings. 

 Approve material acquisitions and divestitures. 

 Approve the nomination of directors. 

 Approve major corporate policies, provided the board 
may delegate to a Committee the responsibility to 
review such policies and make its recommendations to 
the Board. 

 Approve and declare dividends. 

 Approve the compensation of the Chief Executive 
Officer and President. 

 Approve the compensation of other members of senior 
management and review and approve all incentive 
compensations plans and equity-based compensation 
plans. 

The Charter provides that the directors must act honestly 
and in good faith with a view to the best interests of the 
Corporation. 
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Position Descriptions  

Disclose whether or not the board has developed written 
position descriptions for the chair and the chair of each 
board committee.  If the board has not developed 
written position descriptions for the chair and/or the 
chair of each board committee, briefly describe how the 
board delineates the role and responsibilities of each 
such position. 

The directors have not developed specific written position 
descriptions for the Chair or chair of each committee.  The 
board has adopted a Charter for its Audit Committee, a 
copy of which is appended to the Corporation’s Annual 
Information Form filed on SEDAR. The Governance 
Committee is a committee of the board of directors of First 
National Financial GP Corporation, which is responsible 
for the management of First National Financial LP.  The 
board of directors of the Corporation believe that the 
charters of the Corporation’s Audit Committee and the 
Governance Committee of First National Financial GP 
Corporation adequately delineate the roles of the chairs of 
such committees. 

Although written position descriptions have not been 
adopted, the Chair of the board and each committee is 
aware that the role and responsibilities of each such 
position includes: 

 chairing meetings; 

 planning and organizing board/committee activities; 

 providing leadership to enhance effectiveness; 

 ensuring responsibilities are well understood by 
board/committee members and management, and that 
the boundaries between board and management 
responsibilities are clearly understood and respected; 

 ensuring that adequate resources are available, 
including timely and relevant information, to allow the 
board/committee to meet its responsibilities; and 

 reporting to the full board on decisions or 
recommendations made by a committee. 

Disclose whether or not the board and Chief Executive 
Officer have developed a written position description for 
the Chief Executive Officer.  If the board and the Chief 
Executive Officer have not developed such a position 
description, briefly describe how the board delineates the 
role and responsibilities of the Chief Executive Officer. 

The President of the Corporation performs the role of Chief 
Executive Officer.  The board has not developed a written 
position description for the Chief Executive Officer. The 
board annually reviews the Chief Executive Officer’s goals 
and objectives for the upcoming year. 

Orientation and Continuing Education  

Briefly describe what measures the board takes to orient 
new directors regarding i) the role of the board, its 
committees and its directors, and ii) the nature and 
operation of the issuer's business. 

An orientation and education program is made available for 
new directors of the board.  This program includes an 
introductory overview of the Corporation, including all 
relevant corporate information, committee mandates, 
policies affecting directors, the role, duties and expectations 
of directors and other background information. 
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Briefly describe what measures, if any, the board takes 
to provide continuing education for its directors.  If the 
board does not provide continuing education, describe 
how the board ensures that its directors maintain the 
skill and knowledge necessary to meet their obligations 
as directors. 

To foster the directors’ familiarity with corporate matters on 
an on-going basis, the directors, from time to time, invite 
senior operating management of First National Financial 
GP Corporation to attend at board meetings to report on 
their respective business unit activities. 

In addition, the Corporation provided presentations to the 
board in 2016 on topics relevant to the Corporation’s 
business activities. 

Ethical Business Conduct  

Disclose whether or not the board has adopted a written 
code for the directors, officers and employees.  If the 
board has adopted a written code: disclose how a person 
or company may obtain a copy of the code; describe how 
the board monitors compliance with its code, or if the 
board does not monitor compliance, explain whether 
and how the board satisfies itself regarding compliance 
with its code; and provide a cross-reference to any 
material change report filed since the beginning of the 
issuer's most recently completed financial period that 
pertains to any conduct of a director or executive officer 
that constitutes a departure from the code. 

The board of directors of the Corporation have adopted a 
code of business ethics and conduct (the "Code") that 
applies to all directors, officers and senior employees of the 
Corporation and its subsidiaries.  The Code provides a 
framework of guidelines and principles to encourage ethical 
and professional behaviour in conducting the business of 
the Corporation. 

It is the Corporation's policy to seek to ensure that its best 
interests are paramount in all of its dealings with customers, 
suppliers, contractors, competitors, existing and potential 
business partners and other representatives, and are 
conducted in a manner that avoids actual or potential 
conflicts of interest.  Additionally, directors and officers of 
the Corporation are required to disclose any potential 
material conflicts of interest in writing to the directors for 
review, on a quarterly basis or sooner, if required by 
applicable law. 

Copies of the Code are available upon request by contacting 
the Corporation’s Investor Relations Department, through 
email at rob.inglis@firstnational.ca, or through the 
Corporation’s Internet website at www.firstnational.ca. 

Describe any steps the board takes to ensure directors 
exercise independent judgment in considering 
transactions and agreements in respect of which a 
director or executive officer has a material interest. 

Any transactions or agreements in respect of which a 
director or executive officer has a material interest require 
approval by the independent directors. 

Describe any other steps the board takes to encourage 
and promote a culture of ethical business conduct. 

The directors believe that the Corporation’s Code promotes 
a culture of ethical business conduct. 

Nomination of Directors  

Describe the process by which the board identifies new 
candidates for board nomination; 

Disclose whether or not the board has a nominating 
committee composed entirely of independent directors.  
If the board does not have a nominating committee 
composed entirely of independent directors, describe 
what steps the board takes to encourage an objective 
nomination process; and 

If the board has a nominating committee, describe the 
responsibilities, powers and operation of the nominating 
committee. 

The Governance Committee is comprised entirely of 
independent directors of First National Financial GP 
Corporation and is responsible for reviewing compensation 
of senior executive officers, advising on filling director 
vacancies if requested and advising on governance matters.  
If requested, it will also review the composition and 
effectiveness of the directors and the contribution of 
individual directors and board members.  For additional 
information see “Mechanisms of Board Renewal and 
Representation of Women on the Board and in Executive 
Officer Appointments” above.  
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Compensation  

Describe the process by which the board determines the 
compensation for the issuer's directors and officers;  

Disclose whether or not the board has a compensation 
committee composed entirely of independent directors.  
If the board does not have a compensation committee 
composed entirely of independent directors, describe 
what steps the board takes to ensure an objective process 
for determining such compensation; and 

If the board has a compensation committee, describe the 
responsibilities, powers and operation of the 
compensation committee. 

The board of directors of the Corporation is responsible for 
making recommendations concerning the compensation of 
senior executive officers of First National Financial GP 
Corporation and the remuneration of the board of directors 
of First National Financial GP Corporation. 

Messrs. Smith and Tawse do not participate in discussions 
regarding their own compensation. 

If a compensation consultant or advisor has, at any 
time since the beginning of the issuer's most recently 
completed financial period, been retained to assist in 
determining compensation for any of the issuer's 
directors and officers, disclose the identity of the 
consultant or advisor and briefly summarize the 
mandate for which they have been retained.  If the 
consultant or advisor has been retained to perform any 
other work for the issuer, state that fact and briefly 
describe the nature of the work. 

During 2016, the board of directors did not retain any 
compensation consultants 

Other Board Committees  

If the board has standing committees other than the 
Audit and Corporate Governance committees, identify 
the committees and describe their function. 

The Corporation does not have any standing committees 
other than the Audit Committee. The Governance 
Committee is a committee of the board of directors of First 
National Financial GP Corporation. 

Assessments  

Disclose whether or not the board, its committees and 
individual directors are regularly assessed with respect 
to their effectiveness and contribution.  If assessments 
are regularly conducted, describe the process used for the 
assessments.  If assessments are not regularly conducted, 
describe how the board satisfies itself that the board, its 
committees, and its individual directors are performing  
effectively 

The Governance Committee of the board of directors of 
First National Financial GP Corporation is responsible for 
assessing the effectiveness and contribution of the board of 
directors of the Corporation, its committees and individual 
directors.  The Corporation has established an annual 
assessment program for this purpose. 

 


