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V OT I N G  I N F OR M AT I ON  

 

SOLICITATION OF PROXIES 

This Circular is furnished in connection with the solicitation by the management (the "Management") 

of SAPUTO INC. (the “Company”) of proxies which will be used to vote at the Annual Meeting  

(the “Meeting”) of the holders of common shares of the Company (the “Common Shares”) to be held 

on August 4, 2015, at the time and place and for the purposes set forth in the foregoing Notice and 

at any adjournment thereof. 

The solicitation of proxies will be made primarily by mail. However, the Management of the Company 

(through employees or agents) may solicit proxies at a nominal and customary cost by telephone, 

email or by personal interview.  

This Circular and related proxy materials are being sent to both registered shareholders and beneficial 

holders. The Company does not send proxy-related materials directly to beneficial holders and is not 

relying on the notice-and-access provisions of securities laws for delivery to either registered 

shareholders or beneficial holders. The Company will deliver proxy-related materials to nominees, 

custodians and fiduciaries and they will be asked to promptly forward them to beneficial holders.  

The Company has elected to pay for the delivery of its proxy-related materials to objecting beneficial 

holders and will reimburse brokers and other persons holding Common Shares for others for their 

reasonable expenses for sending proxy material to beneficial holders in order to obtain voting 

instructions. The Company will bear all expenses in connection with the solicitation of proxies.  

 

APPOINTMENT OF PROXY HOLDERS 

The persons whose names are printed on the enclosed form of proxy are directors or executive officers 

of the Company. Every holder of Common Shares has the right to appoint a person (who need not be 

a shareholder), other than those whose names are printed on the form of proxy, to act on his or her 

behalf at the Meeting. To exercise this right, the holder of Common Shares must insert his  or her 

nominee’s name in the blank space provided for such purpose in the form of proxy or prepare another 

proxy in proper form. 

 

VOTING BY PROXY 

The persons whose names are printed on the enclosed form of proxy will vote all the shares in respect 

of which they are appointed to act in accordance with the instructions indicated on the form of proxy. 

If the form of proxy does not provide for any instructions, these persons will vote in favour of the 

proposals made by the Management of the Company; and against the shareholder proposal attached 

as Schedule “A” to this Circular. 

 

Every proxy given to any of the persons named in the form of proxy confers discretionary authority 

with respect to amendments or variations to the matters identified in the Notice and with respect to 

any other matter that may properly come before the Meeting. 

 

In order to be voted at the Meeting, a proxy must be received by the Secretary of the Company no 

later than 10:00 a.m. (EST) on July 31, 2015, or if the Meeting is adjourned, at least 48 hours 

(excluding weekends and holidays) before the Meeting is resumed.  
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REVOCATION OF PROXIES 

A proxy may be revoked at any time by the person giving it, to the extent that it has not already been 

exercised. A proxy may be revoked by filing a written notice with the Secretary of the Company, 

provided this notice is received no later than the business day preceding the Meeting. The powers of 

the proxy holders may also be revoked if the holder of Common Shares attends the Meeting in person 

and so requests by depositing such written notice with the Chairman of the Meeting.  

VOTING REQUIREMENT 

A simple majority of the votes cast, in person or by proxy, will constitute approval of the matters to 

be adopted at the Meeting. 

NON-REGISTERED SHAREHOLDERS 

Shareholders who do not hold their shares in their own name, also known as non-registered holders 

or beneficial holders (the “Beneficial Holders”), should note that only registered holders or the persons 

they appoint as their proxies are authorized to attend and vote at the Meeting or any adjournment 

thereof. 

If the Common Shares appear in an account statement sent to a shareholder by an intermediary , such 

as, among others, brokers, banks, trust companies and trustees or administrators of self administered 

RRSPs, RRIFs, RESPs and similar plans, or are registered in the name of a clearing agency of which the 

intermediary is a participant, such Common Shares are most probably not registered in the name of 

the shareholder. As a result, each Beneficial Holder must ensure that their voting instructions are 

communicated to the appropriate person well before the Meeting or any adjournment thereof.  

Pursuant to National Instrument 54-101— “Communication with Beneficial Owners of Securities of a 

Reporting Issuer" — brokers and other intermediaries are required to request voting instructions from 

Beneficial Holders prior to shareholders’ meetings. Brokers and other intermediaries have their own 

procedures for sending materials and their own guidelines for the return of documents; Beneficial 

Holders should follow these instructions carefully if the voting rights carried by their Common Shares 

are to be cast at the Meeting. In Canada, brokers often use service companies, such as Broadridge 

Financial Solutions Inc. (“Broadridge”) or Computershare Investor Services (“Computershare”) to 

forward meeting materials to non-registered holders and to obtain their clients’ instructions. 

Beneficial Holders who receive a voting instruction form from Broadridge or Computershare may not 

use the said form to vote directly at the Meeting. If you have questions on how to exercise voting 

rights carried by Common Shares held through a broker or other intermediary, please contact the 

broker or intermediary directly.  

Although a Beneficial Holder will not be recognized at the Meeting for the purpose of directly 

exercising the voting rights carried by the Common Shares registered in the name of his broker (or a 

representative thereof), he or she may attend the Meeting as proxy for the registered holder and, in 

such capacity, exercise the voting rights carried by such Common Shares by following the instructions 

to such effect provided by the broker or intermediary. 

Unless otherwise indicated in this Circular, the form of proxy and the notice of Meeting attached 

hereto, shareholders shall mean registered holders. 
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V OT I N G  S H AR ES  AN D  P R I NC I P AL  HOL D E R S  OF  V OT IN G  S H AR ES  

 

The Common Shares are the only securities of the share capital of the Company which carry voting 

rights. References to Common Shares, options, deferred share units, performance share units and 

related information such as voting results and price per share made herein have been adjusted to 

reflect a stock dividend paid on September 29, 2014 of one Common share per each issued and 

outstanding Common share, which had the same effect as a two-for-one stock split of the Company’s 

outstanding Common shares. As of May 25, 2015, the Company had 392,734,819 Common Shares 

outstanding. Each Common Share entitles its holder to one vote.  

 

Only holders of Common Shares of record at 5:00 p.m. on June 12, 2015, will be entitled to receive 

the Notice and to exercise the voting rights attached to the Common Shares in respect of which they 

are so registered at the Meeting, or any adjournment thereof, if present or represented by proxy. 

 

To the knowledge of the Company’s directors and executive officers, on May 25, 2015, the only person 

or company who or which owned of record or beneficially, or exercised control or direction over, 

directly or indirectly, 10% or more of the issued and outstanding Common Shares was the following: 

 

Name Type of Ownership Number of Common Shares Percentage of Class 

Jolina Capital Inc.(1) of record 133,559,848 34% 

(1) Jolina Capital Inc. is a holding company controlled by Mr. Emanuele (Lino) Saputo. 

 

E L E C T I ON  OF  D I RE C T OR S  

 

Mr. Lucien Bouchard and Mrs. Caterina Monticciolo have advised that they do not intend to renew their 

mandates as directors. For fiscal 2016, the Board of Directors (the “Board”) proposes that the 

remaining nine current members be re-elected as directors at the Meeting. Except where the authority 

to vote in favour of the directors is withheld, the persons whose names are printed on the form of 

proxy intend to vote FOR the election of the nine nominees whose names are set forth in the following 

table. The vote for each director will be conducted on an individual basis. All nominees have 

established their eligibility and willingness to serve as directors if  elected to office. Each director 

elected will hold office until the next annual meeting or until that director’s successor is duly elected, 

unless the office is vacated earlier in accordance with the relevant provisions of applicable laws.  

 

The following table sets forth, for each person nominated by Management for election as a director, 

his or her name, age, place of residence, the year in which he or she first became a director, his or 

her principal occupation, his or her independence with respect to the Company, his or her biography, 

his or her presence on the Board of Directors of other public companies, the committees of the Board 

of the Company on which he or she serves, if any, the number of Common Shares beneficially owned, 

or over which control or direction is exercised, directly or indirectly, and the number of Deferred 

Share Units (“DSUs”) owned, the whole as of May 25, 2015.  
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EMANUELE (LINO) SAPUTO, C.M., O.Q., Dr h.c.  

Chairman of the Board of the Company 

Québec, Canada 

Age: 77 

Director since 1992 

Non-independent 

Holdings: 133,559,848 Common Shares 

Value ($)(1): 4,649,218,309 

 

 

 

 

 

 

Emanuele (Lino) Saputo founded the Company with his parents in 1954. He became Chairman of the Board and 

President of the Company in 1969. In 1997, following the initial public offering of the Company, he was named 

Chairman of the Board and Chief Executive Officer, and remained in this position until March 2004, following 

which he remained Chairman of the Board. Mr. Saputo also served on the Board of Directors of TransForce Inc. 

from 2008 to 2012. 

 

LINO A. SAPUTO, JR. 

Chief Executive Officer  

and Vice Chairman of the Board of the Company  

Québec, Canada 

Age: 48 

Director since 2001 

Non-independent 

Holdings: 136,730 Common Shares 

Value ($)(1): 4,759,571 

 

 

 

Lino A. Saputo, Jr. joined the Company in 1988 as Administrative Assistant. In 1993, he became Vice  President, 

Operations and, in 1998, Executive Vice President, Operations. From July 2001 to January 2004, he was President 

and Chief Operating Officer of the Company’s Dairy Products Division (USA). In March 2004, he was appointed 

to the position of President and Chief Executive Officer and, since 2011, he also holds the position of Vice 

Chairman of the Board. Mr. Saputo, Jr. serves on the Board of Directors of Transcontinental Inc. , National Bank 

of Canada and Warrnambool Cheese and Butter Factory Company Holdings Limited , the Company’s Australian 

subsidiary. 

 

 

 

 

PIERRE BOURGIE 

President and Chief Executive Officer, Société Financière Bourgie 

(1996) Inc. (a diversified investment company) 

Québec, Canada 

Age: 58 

Director since 1997 

Independent 

Holdings: 1,335,820 Common Shares and 54,394 DSUs(2) 

Value ($)(1): 48,393,349 

 

Lead Director of the Board and Chairman of the Corporate Governance and 

Human Resources Committee 

Pierre Bourgie has been, since 1996, President and Chief Executive Officer of Société Financière Bourgie (1996) 

Inc. and President of Ipso Facto, a real estate financing limited partnership. Mr. Bourgie served on the Board of 

Directors of the National Bank of Canada from 1998 to 2010 and on the Board of Directors of Richelieu Hardware 

Ltd. from 2010 to April 2015. 
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HENRY E. DEMONE 

Chairman, High Liner Foods Incorporated (a processor and marketer 

of prepared frozen seafood) 

Nova Scotia, Canada 

Age: 61 

Director since 2012 

Independent 

Holdings: 3,300 Common Shares and 18,831 DSUs(2)  

Value ($)(1): 770,380 

 

Member of the Corporate Governance and Human Resources Committee  

Henry E. Demone has been the Chairman of the Board of Directors of High Liner Foods Incorporated since May 

2015, its Chief Executive Officer from 2013 to 2015, its President and Chief Executive Officer from 1992 to 2013 

and its President from 1989 to 1992. Mr. Demone also serves on the Board of Directors of Emera Inc. 

 

ANTHONY M. FATA(3) 

President, Sager Food Products Inc. (a food products manufacturing 

and distribution company) 

Québec, Canada 

Age: 48 

 

Director since 2008 

Independent 

Holdings: 12,000 Common Shares and 50,981 DSUs(2) 

Value ($)(1): 2,192,369 

 

Member of the Audit Committee  

 

 

 

 

 

 

Anthony M. Fata was, until 1999, Executive Director of Investment Banking for a wholly-owned subsidiary of a 

Canadian Chartered Bank. In this position, he was actively involved in various equity and debt issues, as well as 

numerous merger and acquisition transactions. In 1999, he became Vice-President of sales and marketing of 

Sager Food Products Inc. He was appointed President of this company in November 2004. Mr. Fata is a member 

of the Quebec Bar. 
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ANNALISA KING, ICD.D 

Senior Vice President and CFO, Best Buy Canada Ltd. (a retailer and 

e-tailer of consumer electronics, computers and entertainment products)  

British Columbia, Canada 

Age: 48 

Director since 2012 

Independent 

Holdings: 16,364 DSUs(2) 

Value ($)(1): 569,631 

 

Member of the Audit Committee 

 

 

 

 

 

 

Annalisa King has been Senior Vice President and Chief Financial Officer of Best Buy Canada Ltd. since 2008. 

Ms. King is also responsible for overseeing the information and ecommerce technology, legal and real estate 

functions of Best Buy Canada Ltd. Prior to her current position, Ms. King was Senior Vice President of Business 

Transformation for Maple Leaf Foods Inc. Ms. King serves on the Board of Directors of the North West Company. 

Ms. King also served on the Board of Directors of Afexa Inc. in 2011. 

 

TONY METI 

President, G.D.N.P. Consulting Services, Inc. (a consulting company) 

Québec, Canada 

Age 60 

Director since 2008 

Independent 

Holdings: 20,800 Common Shares and 60,604 DSUs(2) 

Value ($)(1): 2,833,673 

Chairman of the Audit Committee  

 

 

 

 

 

Tony Meti held various executive positions within Canadian Chartered Banks over the past 30 years, including 

Senior Vice-President, Commercial Banking and International from 2002 to 2007, and Senior Vice-President, 

Commercial, North America, from 2000 to 2002. Since 2007, he has been President of G.D.N.P. Consulting 

Services, Inc. Mr. Meti serves on the Board of Directors of ADF Group Inc.  Mr. Meti also served on the Board of 

Directors of Lakeside Steel Inc. from 2011 to 2012. 
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PATRICIA SAPUTO, CPA, CA, ICD.D 

Chief Financial Officer of Placements Italcan Inc. (a diversified 

investment company) 

Québec, Canada 

Age: 48 

Director since 1999 

Independent 

Holdings: 4,000 Common Shares and 55,696 DSUs(2) 

Value ($)(1): 2,078,018 

 

 

 

 

 

 

 

 

Patricia Saputo is a chartered accountant who worked in accounting and estate tax planning from 1991 to 1998 

with Samson Bélair Deloitte & Touche. Since 1998, she has been the controller of Placements Italcan  Inc. and, 

as of 2002, she became its Chief Financial Officer. Mrs. Saputo is also President of Pasa Holdings Inc., an 

investment holding company. 

 

ANNETTE VERSCHUREN, O.C. 

Chairman and Chief Executive Officer, NRstor Inc. (a commercial 

energy storage project developer) 

Ontario, Canada 

Age: 58 

Director since 2013 

Independent 

Holdings: 7,000 Common Shares and 8,530 DSUs(2) 

Value ($)(1): 540,599 

Member of the Audit Committee 

 

 

 

 

 

 

 

Annette Verschuren has been the Chairman and Chief Executive Officer of NRstor Inc. since March 2012. Prior 

to her current position, Ms. Verschuren was President of The Home Depot from 1996 to 2011. Ms. Verschuren 

serves on the Board of Directors of Air Canada and Canadian Natural Resources Ltd. Ms. Verschuren also served 

on the Board of Directors of the North West Company from 2011 to 2014. 

(1) This value corresponds to the number of Common Shares and/or DSUs held by each director multiplied by the closing price 

of the Common Shares on the TSX on March 31, 2015 ($34.81). 

(2) The DSUs shown in the table represent the aggregate of (i) the annual grants of DSUs, (ii) the DSUs granted with respect to 

the director’s compensation and (iii) the DSUs accumulated as notional equivalents of cash dividends declared on Common 

Shares. 

(3) Mr. Anthony M. Fata was a director of Verona Foods Inc., an importer of specialty foods, until August 3, 2012. Verona Foods 

Inc. commenced proposal proceedings under the Bankruptcy and Insolvency Act (Canada) on October 3, 2012 by filing a 

notice of intent to make a proposal. On January 29, 2013, Verona Foods Inc. made a voluntary assignment into bankruptcy 

pursuant to the Bankruptcy and Insolvency Act (Canada).  

 

During the last five years, all of the above-listed nominees have been engaged in their present 

principal occupations or in other executive capacities with the companies indicated opposite their 

name, or with related or affiliated companies, except for Ms. Annette Verschuren who was President 

of The Home Depot from 1996 to 2011. 

 

Information as to Common Shares and DSUs beneficially owned by each nominee, or over which each 

nominee exercised control or direction, as at May 25, 2015, has been provided by the nominees 

individually. 
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C OM P E NS AT I ON  OF  D I RE C T OR S  

 

The Company’s compensation policy for non-employee directors aims to attract and retain qualified 

individuals, taking into consideration the risks and responsibilities as directors. The Corporate Governance and 

Human Resources Committee (the “Corporate Governance and HR Committee”) is responsible for annually 

reviewing the compensation policy regarding directors of the Company.  

 

For fiscal 2015, the Corporate Governance and HR Committee conducted, with the support of PCI (as hereinafter 

defined), an independent compensation consulting firm, a complete review of the compensation package 

offered to the Company’s non-employee directors. Directors’ compensation for fiscal 2015 was compared to a 

group of companies (the “Director Comparative Group”) comprised of those companies forming the Canadian 

Comparative Group (as hereinafter defined), the same Canadian comparative group used for executive 

compensation purposes, and augmented by other TSX-listed Canadian companies. These other TSX-listed 

Canadian companies were added in order to reflect the Company’s recruitment pool for directors which includes 

not only Canadian companies in the food sector, but also TSX-listed Canadian companies similar in size and/or 

with significant operations in the US and abroad.  Reference is made to the heading “Comparative Groups” 

under the section entitled “Executive Compensation” for details on the Canadian Comparative Group (as 

hereinafter defined). 

 
 

Director Comparative Group 

Canadian Comparative Group Other TSX-listed Issuers 

Agrium Inc. Air Canada Loblaw Companies Ltd. 

Alimentation Couche-Tard Inc. Bombardier Inc. Potash Corp. of Saskatchewan Inc. 

Canada Bread Company, Limited Canadian National Railway Co. Shaw Communications Inc. 

Cott Corporation Canadian Pacific Railway Ltd. SNC-Lavalin Group Inc. 

Empire Company Ltd Canadian Tire Corporation, Ltd. Thomson Reuters Corporation 

George Weston Limited  Catamaran Corp.  

Maple Leaf Foods Inc. Celestica Inc.  

Metro Inc. CGI Group Inc.  

Molson Coors Brewing Company  Finning International Inc.  

Tim Hortons Inc. Goldcorp Inc.  

 

Following the review of the market positioning of directors’ total compensation as compared to the 

Director Comparative Group, it was determined that the total direct compensation of the directors 

was between the median and the third quartile. 

 

As a result, certain changes were made for fiscal 2015, in order to bring total director compensation 

closer to the third quartile, in line with the Company’s director compensation policy objective of being 

competitive with the third quartile of the total direct compensation paid by the companies forming 

part of the Director Comparative Group. The annual cash retainer, annual committee participation 

fees, attendance fees and annual DSU grant were adjusted. 
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The following table sets out the fees paid to directors in fiscal 2015, in cash or in the form of DSUs, 

as per the compensation policy and the DSU Plan: 

 

Annual fee 

Chairman of the Board $ 500,000 

Lead Director $ 90,000 

Other non-employee directors $ 65,000 

Additional annual fee for committee participation 

Corporate Governance and HR Committee - Chairman $ 7,500 

Corporate Governance and HR Committee – other members  $ 5,000 

Audit Committee - Chairman $ 10,000 

Audit Committee - other members $ 5,000 

Attendance fees (non-employee directors) (per meeting) 

Board meetings $ 2,000 

Corporate Governance and HR Committee meetings $ 2,000 

Audit Committee meetings $ 2,000 

Non-employee directors also receive an annual DSU grant, the details of which are set out below for 

fiscal 2015: 

 

Annual DSU grant  

Lead Director 5,200 DSUs 

Chairman of the Audit Committee 5,200 DSUs 

Other non-employee directors 4,000 DSUs 

Deferred Share Unit Plan for Directors 

 

The Company has a DSU plan (the “DSU Plan”) for its directors. A DSU is a fully-vested phantom share 

of the Company with the same value as one Common Share, but does not qualify as a share of the 

Company and, therefore, does not confer rights normally granted to shareholders. The DSU Plan 

provides that additional DSUs are accumulated as notional equivalents of dividends declared on 

Common Shares. Each DSU vests upon award and entitles directors to receive a cash payment for the 

value of the DSUs they hold on the last business day of the calendar year, following the calendar year 

in which they cease to be members of the Board, unless they choose an earlier date upon ceasing to 

be members of the Board. The DSU Plan provides directors with an ongoing stake in the Company in 

line with the value of the Common Shares for the duration of their mandate.  
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Share Ownership Policy for Directors 

 

Pursuant to the ownership policy adopted by the Board, all directors of the Company shall, at all times 

while directors, own a number of Common Shares and/or DSUs having a total market value of at least 

three times their then-current annual cash retainer. Each director is required to comply with this 

policy within three years following his/her appointment as a director of the Company, and throughout 

his/her term as director. Pursuant to the DSU Plan, each director who does not meet the minimum 

value representing at least three times his/her then-current annual cash retainer must receive his or 

her entire compensation in DSUs. As of March 31, 2015, all directors complied with the minimum 

ownership requirement. The information set out below is as at March 31, 2015. 

 

 

 

 

 

 

Director (1) 

 

 

 

 

Common 

Shares  

 

 

 

 

 

DSUs 

 

 

Total 

Common 

Shares and 

DSUs 

 

Total Market 

Value of 

Common Shares 

and/or DSUs 

($)(2) 

 

Annual 

Retainer 

($) 

 

 

 

Minimum 

Required 

($) 

Meets the 

Company’s 

Share 

Ownership 

Requirements 

for Directors 

Emanuele (Lino) Saputo 133,559,848 - 133,559,848 4,649,218,309 500,000 1,500,000 Yes 

Lucien Bouchard  - 95,164 95,164 3,312,659 65,000 195,000 Yes 

Pierre Bourgie  1,335,820 54,394 1,390,214 48,393,349 90,000 270,000 Yes 

Henry E. Demone  3,300 18,831 22,131 770,380 65,000 195,000 Yes 

Anthony M. Fata  12,000 50,981 62,981 2,192,369 65,000 195,000 Yes 

Annalisa King - 16,364 16,364 569,631 65,000 195,000 Yes 

Tony Meti  20,800 60,604 81,404 2,833,673 65,000 195,000 Yes 

Caterina Monticciolo 476,000 58,186 534,186 18,595,015 65,000 195,000 Yes 

Patricia Saputo 4,000 55,696 59,696 2,078,018 65,000 195,000 Yes 

Annette Verschuren 7,000 8,530 15,530 540,599 65,000 195,000 Yes 

(1) Mr. Lino A. Saputo, Jr. is an executive officer of the Company, does not receive any compensation for his services as a 

director, and is subject to the Company’s share ownership policy for executive officers (see “Share Ownership Policy 

For Executive Officers”). 

(2) This value corresponds to the number of Common Shares and/or DSUs held by each director multiplied by the closing 

price of the Common Shares on the TSX on March 31, 2015 ($34.81). 
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Director Summary Compensation Table 

The following table provides a summary of compensation earned by each of the directors during the 

fiscal year ended March 31, 2015, as fees, share-based and option-based awards or otherwise: 

 

 

 

Name (1)  

 

Fees 

Earned (2)  

($) 

 

Share-Based 

Awards (3)  

($) 

 

Option-Based 

Awards  

($)  

Non-Equity 

Incentive Plan 

Compensation  

($) 

 

Pension 

Value  

($) 

 

All Other 

Compensation 

($) 

 

 

Total  

($) 

Emanuele (Lino) Saputo (4) 500,000 - - - - -  500,000 

Lucien Bouchard       89,967 (5)  178,379 - - - -  268,346 

Pierre Bourgie     117,457 (5)  197,522 - - - -  314,979 

Henry E. Demone       89,967 (5)  140,536 - - - -  230,503 

Anthony M. Fata       94,055 (5)   156,453 - - - -  250,508 

Annalisa King        94,000   140,035 - - - -  234,035 

Tony Meti        99,053 (5)  200,760 - - - -  299,813 

Caterina Monticciolo       75,000  160,769 - - - -  235,769 

Patricia Saputo       75,000  159,534 - - - -  234,534 

Annette Verschuren        94,000   136,151 - - - -  230,151 

Total  1,328,499  1,470,139 - - - -  2,798,638 

(1) Mr. Lino A. Saputo, Jr. is an executive officer of the Company and does not receive any compensation for his services as 

a director. His compensation as Chief Executive Officer is disclosed in the “NEO Summary Compensation Table”. 

(2) Fees earned are paid on a quarterly basis, in cash or in the form of DSUs, as per the compensation policy and the DSU 

Plan.  

(3) Amounts reflect the fair value of DSUs granted per quarter as part of the annual DSU grant, calculated based on the 

closing price of the Common Shares on the TSX on the last trading day of each quarter. Additional DSUs are accumulated 

as notional equivalents of dividends declared on Common Shares. DSUs are vested upon award, but directors are only 

entitled to receive a cash payment after they cease to be members of the Board (see “Deferred Share Unit Plan for 

Directors”). 

(4) Mr. Emanuele (Lino) Saputo receives a $500,000 annual fee as compensation for his services as executive Chairman but 

does not receive attendance fees, nor an annual DSU grant. 

(5) Paid in the form of DSUs, as per the compensation policy and the DSU Plan. 
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Outstanding Share-Based and Option-Based Awards 

 

The following table presents, for each director, all the share-based and option-based awards 

outstanding at the end of fiscal year 2015. As at March 31, 2015, there were no option-based awards 

outstanding.  

 

Outstanding Share-Based Awards and Option-Based Awards  

 Option-Based Awards Share-Based Awards  

 

 

 

 

 

 

Name (1) 

 

 

 

 

 

 

Award 

Date 

 

Number of 

Common 

Shares 

Underlying 

Unexercised 

Options  

(#) 

 

 

 

 

Option 

Exercise 

Price 

($/Share)  

 

 

 

 

 

Option 

Expiry 

Date 

 

 

Value of 

Unexercised  

In-The-

Money 

Options  

($)  

 

Number of 

Common 

Shares or 

Units that 

Have Not 

Vested  

(#) 

 

Market or 

Payout Value of 

Share-Based 

Awards that 

Have Not 
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Payout Value  

of Vested 

Share-Based 

Awards not 
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Distributed 

($) (2) 

Emanuele (Lino) Saputo - - - - - - - - 

Lucien Bouchard - - - - - - -  3,312,659 

Pierre Bourgie - - - - - - -  1,893,455 

Henry E. Demone - - - - - - -  655,507 

Anthony M. Fata - - - - - - -  1,774,649 

Annalisa King - - - - - - -  569,631 

Tony Meti - - - - - - -  2,109,625 

Caterina Monticciolo - - - - - - -  2,025,455 

Patricia Saputo - - - - - - -  1,938,778 

Annette Verschuren - - - - - - -  296,929 

 

(1) Mr. Lino A. Saputo, Jr. is an executive officer of the Company and does not receive any compensation for his services as a 

director. Outstanding share-based and option-based awards for Mr. Saputo, Jr. are disclosed in the table “Outstanding 

Share-Based Awards and Option-Based Awards” for named executive officers. 

(2) This value corresponds to the number of DSUs held by each director multiplied by the closing price of the Common Shares 

on the TSX on March 31, 2015 ($34.81). DSUs are vested upon award, but directors are only entitled to receive a cash 

payment after they cease to be members of the Board (see “Deferred Share Unit Plan for Directors” ).  

 

AT T E N D AN C E  AT  B OAR D  O F  D I R ECT OR S  AN D  C OM MI T T E E  M EE T I N GS  

 

The following table provides the number of meetings of the Board and its committees held during the 

fiscal year ended March 31, 2015, and the attendance record. During the year, there were five 

meetings of the Board, seven meetings of the Audit Committee and five meetings of the Corporate 

Governance and HR Committee. There was a 100% attendance rate for the Board meetings, a 100% 

attendance rate for the Audit Committee meetings and a 100% attendance rate for the Corporate 

Governance and HR Committee meetings. 
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Summary of Attendance of Directors 

Director Board 

 

Audit Committee  

 

Corporate Governance and 

HR Committee 

Emanuele (Lino) Saputo 5 of 5 - - 

Lino A. Saputo, Jr.  5 of 5 - - 

Lucien Bouchard 5 of 5 - 5 of 5 

Pierre Bourgie  5 of 5 - 5 of 5 

Henry E. Demone 5 of 5 - 5 of 5 

Anthony M. Fata  5 of 5 7 of 7 - 

Annalisa King  5 of 5 7 of 7 - 

Tony Meti  5 of 5 7 of 7 - 

Caterina Monticciolo  5 of 5 - - 

Patricia Saputo  5 of 5 - - 

Annette Verschuren 5 of 5 7 of 7 - 

 

R E P OR T  ON  C OR POR AT E  GOV E R N AN C E  P R AC T IC E S  

 

The Board believes that good corporate governance practices are important and has delegated to the 

Corporate Governance and HR Committee the responsibility of reviewing the Company’s corporate 

governance practices and making recommendations to the Board with respect thereto. 

 

The Company’s principal shareholder is its founder, and holds in the aggregate, or exercises control 

or direction over, directly or indirectly, shares representing 34% of the Common Shares outstanding 

on May 25, 2015, as disclosed previously in this Circular. The Board believes that the value of the 

principal shareholder’s equity stake in the Company ensures that his interests are aligned with those 

of the other shareholders of the Company. The Board believes that the Company’s existing corporate 

governance practices are appropriate to its circumstances and effective, and that there are appropriate 

structures, procedures and practices in place to ensure board efficiency, board independence from 

Management and fair representation of the investment of minority shareholders of the Company.  

 

The Company discloses below its corporate governance practices by addressing the governance 

practices of National Instrument 58-101— “Disclosure of Corporate Governance Practices” — adopted 

by the Canada Securities Administrators. The Company follows the evolution of corporate governance 

practices and guidelines in Canada. The Corporate Governance and HR Committee and the Board will 

pursue their review of the Company’s corporate governance practices and, if appropriate, will 

implement changes to improve them. 
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CORPORATE GOVERNANCE INITIATIVES 
 

Amongst its various corporate governance initiatives, the Company has adopted: (i) a Code of Ethics 

for directors, officers and employees; (ii) position descriptions for the Chief Executive Officer, the 

Chairman, the committee Chairs and the Lead Director; (iii) a selection process for new directors and 

a related Board diversity policy; (iv) a whistleblowing policy; (v) an assessment process for the Chief 

Executive Officer, the Board, the committees and the directors, individually; (vi) a continuing education 

program for the directors; (vii) minimum ownership requirements for directors, executive officers and 

senior levels of management; (viii) a DSU Plan for the directors who are not employees of the Company; 

(ix) a majority voting policy for the election of directors; and (x) a procedure on Directors’ Employment 

and Other Directorships. 

 

BOARD OF D IRECTORS  
 

The Board is legally responsible for overseeing the stewardship of the Company’s affairs to ensure 

that its resources are managed so as to create economic wealth. 

 

BOARD MANDATE  
 

The mandate of the Board is to supervise the management of the business and affairs of the Company. 

In order to better fulfil its mandate, the Board has formally acknowledged its responsibility for, among 

other matters, (i) reviewing, at least once per year, the Company’s strategic orientation and the plans 

established with respect thereto; (ii) identifying, with Management, the principal risks of the 

Company’s business and the systems put in place to manage these risks; (iii)  to the extent feasible, 

satisfying itself as to the integrity of the Chief Executive Officer of the Company and other senior 

officers, and to create a culture of integrity throughout the Company; (iv)  ensuring proper 

Management succession planning, including appointing, training and monitoring senior Management; 

(v) maintaining a proper communication policy with shareholders, institutional investors and 

participants in the financial market; (vi) overseeing the integrity of internal control and management 

information systems; and (vii) developing the Company’s approach to corporate governance, including 

developing a set of corporate governance principles and guidelines specifically applicable to the 

Company. The Board has taken, when necessary, specific measures in this respect. Some of these 

duties were delegated to the Corporate Governance and HR Committee and to the Audit Committee. 

A copy of the mandate of the Board is reproduced in Schedule “B” of this Circular. 

 

At the beginning of every fiscal year, the Board meets with Management in order to discuss the 

strategic plan prepared by Management. The Board reviews the fiscal year then ended and the budgets 

for the upcoming fiscal year, including required capital expenditures, in order to achieve growth and 

the objectives set by Management. It also reviews the competitive and regulatory environment in which 

the Company operates in order to identify risks and opportunities. The Board then reviews, on a 

quarterly basis, the Company’s results and accomplishments against the objectives set in the strategic 

plan. 

 

The Chief Executive Officer has the responsibility to keep the Board informed of all important 

developments that may impact the Company or its industry. 
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COMPOSITION AND INDEPENDENCE OF THE BOARD 
 
The Board is currently made up of 11 directors, nine of whom have no participation, relationship or 

business ties with the Company, its subsidiaries or principal shareholder, which would affect the 

status of such member as an independent member under the definition of National Instrument 52-

110— “Audit Committees”, the whole as disclosed hereafter. In determining the status of independent 

directors, the Corporate Governance and HR Committee has — based, among other things, on 

information provided by the directors by way of a questionnaire — identified those directors who have 

no direct or indirect relationship with the Company or any of its subsidiaries that could, in the view 

of the Corporate Governance and HR Committee, reasonably be expected to interfere with the exercise 

of a director’s independent judgment, the whole as defined in National Instrument 58-

101— “Disclosure of Corporate Governance Practices” — and National Instrument 52-110— “Audit 

Committees”. These determinations as to independence of the directors are reviewed and approved 

by the Board. The Company is of the opinion that the presence of the existing nine independent 

directors more than adequately reflects the investment of minority shareholders in the Company. With 

the election of the nine proposed nominees at the Meeting, the Board would be composed of seven 

independent directors, which ratio, in the Company’s opinion, continues to adequately reflect the 

investment of minority shareholders. 

 

 As the executive Chairman of the Board of the Company, Mr. Emanuele (Lino) Saputo is not an 

independent director. 

 As Chief Executive Officer of the Company, Mr. Lino A. Saputo, Jr. is not an independent director.  

 Mr. Pierre Bourgie is an independent director. 

 Mr. Henry E. Demone is an independent director. 

 Mr. Anthony M. Fata is an independent director. 

 Ms. Annalisa King is an independent director. 

 Mr. Tony Meti is an independent director. 

 Mrs. Patricia Saputo is an independent director.  

 Ms. Annette Verschuren is an independent director. 

 

Mr. Lucien Bouchard and Mrs. Caterina Monticciolo, who are not standing for re-election, are 

independent directors. 

 

The independent directors meet without Management and without the Chairman of the Board following 

each Board meeting. 

 

BOARD INTERLOCKS 
 

On an annual basis, the Corporate Governance and HR Committee reviews the common memberships 

on boards of directors of public companies among directors, and, if any, new director nominees.  With 

the election of the nine proposed nominees at the Meeting, there would be no interlock between 

directors.  
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INDEPENDENT D IRECTORS’  MEETINGS 
 

The independent members of the Board meet in camera with the Lead Director and without 

Management and the non-independent directors after each Board meeting and committee meeting. 

During fiscal 2015, five such meetings were held. The Corporate Governance and HR Committee and 

the Audit Committee are composed solely of independent members and held respectively five and 

seven meetings without Management during fiscal 2015.  

 

CHAIR AND LEAD D IRECTOR 
 
The Corporate Governance and HR Committee has been delegated by the Board the authority to 

administer all procedures required so that the Board functions independently of Management. 

 

The positions of Chairman of the Board and Chief Executive Officer are separate. The principal 

shareholder of the Company and its founder, Mr. Emanuele (Lino) Saputo, holds the position of 

Chairman of the Board. Mr. Lino A. Saputo, Jr. holds the positions of Chief Executive Officer and Vice 

Chairman of the Board. The experience and expertise of Mr. Emanuele (Lino) Saputo in the sectors in 

which the Company is engaged benefit all members of Management and the Board. However, as the 

position of Chairman of the Board is held by a member who is not independent, the Board appointed 

the Chairman of the Corporate Governance and HR Committee, Mr. Pierre Bourgie, as Lead Director. 

The responsibilities of the Lead Director include: ensuring that the Board is able to function 

independently of Management, setting Board agendas with the Chairman of the Board, overseeing the 

quality of the information sent to directors, calling and chairing the meetings of independent 

directors, and reviewing any comments or requests made by an independent director. The Lead 

Director is elected annually by a vote of the directors who qualify as independent directors. 

 

COMMITTEES 
 

The Board has two committees: the Corporate Governance and HR Committee, and the Audit 

Committee, both of which are composed exclusively of independent directors. 

 

In certain circumstances, it may be appropriate for an individual director to engage an outside advisor 

at the expense of the Company. The Corporate Governance and HR Committee has the mandate to 

determine if the circumstances warrant the hiring of an outside advisor. In addition, both committees 

have the right to hire outside advisors in order to assist them in fulfilling their mandate.  

 

POSITION DESCRIPTIONS  
 

As described above, the mandate of the Board defines the roles and responsibilities of the Board and 

Management. In addition, the Board has developed written position descriptions for the Chief 

Executive Officer, the Chairman, the committee Chairs and the Lead Director. 

 

The committee Chair position description sets out the responsibilities and duties of the Chair in 

guiding each committee in the fulfillment of its duties. 

The position description for the Chief Executive Officer is developed with input from the Chief 

Executive Officer and the Corporate Governance and HR Committee, and is approved by the Board. 

The description provides that the Chief Executive Officer plans and oversees development of short-
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term and long-term organizational goals, fosters development and maintenance of the organizational 

culture with a view to maximizing the Company’s performance, and assumes the entire responsibility 

for the Company’s business pursuant to existing strategic plans, business goals, budgets and policies.  

 

In addition, the Corporate Governance and HR Committee reviews and approves corporate goals and 

objectives that the Chief Executive Officer is responsible for meeting each year. The Corporate 

Governance and HR Committee also conducts an annual assessment of the Chief Executive Officer’s 

performance in relation to those objectives and reports the results of the assessment to the Board. 

 

CORPORATE GOVERNANCE AND HUMAN RESOURCES COMMITTEE  
 

The Corporate Governance and HR Committee is composed of three members of the Board: 

Messrs. Pierre Bourgie, who is the Chairman of this committee, Lucien Bouchard and Henry E. Demone, 

all of whom are independent directors. Reference is made to the section entitled “Executive 

Compensation” under the heading “Role and Composition of the Corporate Governance and HR 

Committee” for more information on the skills and experience of the members of such committee and 

its responsibilities as a compensation committee. 

 

The Corporate Governance and HR Committee has the mandate to (i) review and approve the executive 

compensation policy of the Company; (ii) review the Company’s corporate governance practices and 

make recommendations to the Board with respect thereto; (i ii) ensure proper Management succession 

planning for the Company and make recommendations to the Board with respect thereto; ( iv) 

implement a process to assess, on an annual basis, the performance of the Chief Executive Officer, 

and periodically, the performance of the Board, its committees and the directors, individually; (v) 

review the compensation of the directors in their capacity as directors, including the review of the 

requirements regarding the minimal number of shares and/or DSUs each director must hold, and 

make recommendations to the Board with respect thereto; (vi) implement a uniform and transparent 

process for selecting nominees for election to the Board and recruiting new candidates for Board 

membership, and make recommendations to the Board with respect thereto; and (vii) present quarterly 

reports to the Board with respect to its achievements and current projects. During fiscal 2015, the 

Corporate Governance and HR Committee held five meetings, all of which were followed by a meeting 

where Management was not present.  

 

AUDIT COMMITTEE  

 

The Audit Committee is composed of four members of the Board, Mses. Annalisa King and Annette 

Verschuren and Messrs. Anthony M. Fata and Tony Meti, who is the Chairman of this committee, all 

of whom are independent and financially literate. The Audit Committee has the mandate to (i)  review 

the annual and quarterly financial statements of the Company and certain other public disclosure 

documents required by regulatory authorities; (ii) review and adopt the annual audit plan prepared by 

the external auditors and oversee their work, including the appropriateness of the accounting 

principles and practices used by the Company; (iii) monitor periodically the adequacy and the 

effectiveness of the internal control systems of the Company; (iv) approve all services not related to 

audit services which the external auditors may render to the Company and its subsidiaries, subject to 

the policy of the Company on services which may be provided by the Company’s external auditors and 

by other accounting firms; (v) oversee and control the internal audit function; (vi) review and approve 

the annual internal audit plan; (vii) oversee the application of the Company’s procedure regarding 

complaints of an auditing or accounting nature; (viii) examine, approve and apply the Company’s 

hiring policy with respect to employees and former employees of the current and former auditors of 
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the Company; (ix) delineate any relationship the external auditors have with the Company which may 

affect the independence and objectivity of the external auditors; (x) review and evaluate the risk 

factors inherent to the Company’s business and ensure that appropriate measures are in place to 

manage them effectively; and (xi) present quarterly reports to the Board with respect to its 

achievements and current projects. The Audit Committee’s charter is published in the Annual 

Information Form of the Company under Appendix A. During fiscal 2015, the Audit Committee held 

seven meetings, all of which were followed by meetings where Management was not present.  

 

Through its Audit Committee, the Board identifies the principal risks relating to the Company’s 

business, ensures the implementation of appropriate systems to manage these risks and receives 

regular reports from Management on these matters. Product liability and environment are two risks 

that were identified as areas of exposure that have the potential to impact the Company’s ability to 

meet its business objectives. The responsibility for the oversight program related to such risks is 

shared with two distinct senior management-level committees in order to ensure appropriate 

expertise, attention and diligence, with regular reporting to the Audit Committee. Other risks that 

may impact the Company are addressed through reports or presentations provided to the Audit 

Committee. Please refer to the section “Risks and Uncertainties” of the Management’s Discussion and 

Analysis contained in the Annual Report for a discussion of the Company’s risk oversight program 

and a list of the principal risks relating to the Company’s business. The Audit Committee, which 

reports to the Board, is responsible for ensuring the adequacy and the effectiveness of the Company’s 

internal control systems. The Audit Committee regularly meets with the Chief Financial Officer and 

Secretary, the internal auditor and the external auditors in order to examine issues pertaining to the 

presentation of financial information, accounting practices, upcoming accounting norms, internal 

accounting systems, as well as financial controls and procedures, auditing procedures and programs. 

The Audit Committee also reviews and monitors the practices and procedures relating to the 

certifications by the Chief Executive Officer and the Chief Financial Officer with respect to financial 

disclosures, and internal controls and procedures over financial reporting, to ensure compliance with 

applicable securities legislation. In the exercise of its mandate, the Audit Committee meets quarterly 

with the internal auditor of the Company, with and without Management. 

 

For additional information on the Audit Committee, reference is hereby made to the section “Audit 

Committee Information” of the Annual Information Form of the Company for the year ended March 

31, 2015. Copy of this document can be found on SEDAR at www.sedar.com or by contacting the 

Secretary of the Company at its head office, 6869 Métropolitain Boulevard East, Montréal, Québec H1P 

1X8, Telephone: 514-328-6662. 

 

SUCCESSION PLANNING  
 

An important responsibility of the Corporate Governance and HR Committee is to ensure that a 

comprehensive succession plan for the Company’s senior leaders  is in place. To achieve this, the 

Corporate Governance and HR Committee meets annually with the Chief Human Resources Officer to 

review and update the succession plan for executive officers, including the Chief Executive Officer 

position.  

The plan identifies potential successors for executive officers in the short and medium term and 

highlights any areas of personal development proposed for each candidate to be better prepared to 

take on the relevant position. A summary of the succession plan for executive officers is presented 

by the Corporate Governance and HR Committee to the Board for discussion. 
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The executive succession plan is integrated with the Company’s overall succession planning process, 

which aims to ensure that a strong pipeline of talent is being developed at all levels in the 

organization. Reference is made to the section “Diversity” for a discussion on diversity considerations 

in the Company’s overall succession planning process. In connection with succession planning, the 

Chief Human Resources Officer benefits from the involvement of the Chief Executive Officer, as well 

as other members of senior Management. 

 

COMPENSATION 

 

The Corporate Governance and HR Committee evaluates annually, as per its mandate and in line with 

its work plan, the compensation of the directors and officers in their respective capacity in light of 

the practices of the market, as well as the risks and responsibilities associated with carrying out their 

duties. Reference is made to sections entitled “Executive Compensation” and “Compensation of 

Directors” for additional information on executive and director compensation, respectively. 

 

ASSESSMENT OF THE BOARD OF D IRECTORS,  COMMITTEES AND D IRECTORS 
 

Pursuant to the Company’s formal periodic evaluation process, Board members complete an 

effectiveness survey as to the performance of the Board, its committees and the individual 

performance of each Board member. These surveys are submitted on a confidential basis and are 

reviewed by the Chairman of the Corporate Governance and HR Committee. The survey completed by 

the Chairman of the Corporate Governance and HR Committee is submitted to a member of this 

committee mandated by the other members. The Chairman of the Corporate Governance and HR 

Committee meets each Board member individually in order to discuss the surveys and also meets the 

member of the Corporate Governance and HR Committee responsible for his assessment.  

 

A global evaluation of the performance of the Board, its committees and Board members is presented 

to the Board by the Chairman of the Corporate Governance and HR Committee. The evaluation of the 

Board and the committees takes into account their responsibilities as set forth in their respective 

mandates, and the evaluation of the directors for whom a position description has been established 

(see “Position Descriptions”) takes into account their responsibilities as set forth therein. The 

evaluation also takes into consideration the competencies, qualifications, knowledge and experience 

present within the Board, and those that should be developed and/or acquired. At all times, Board 

members are free to discuss among themselves the performance of a fellow director, or submit such 

a matter to the Chairman of the Corporate Governance and HR Committee, who ensures the 

implementation of appropriate measures to deal with any concern regarding the effectiveness of the 

Board and its various committees. As Board members are elected annually, the Corporate Governance 

and HR Committee takes into account each director’s performance when recommending to the Board 

nominees for election of Board members at the next annual general meeting of shareholders and when 

recommending the composition of the committees, as well as their Chairmen for approval by the 

Board. 

 

ORIENTATION AND CONTINUING EDUCATION 
 

The Board considers that orienting and educating new directors, as well as maintaining and continuing 

the education of current directors, is an important element to ensure responsible corporate 

governance. The Corporate Governance and HR Committee is responsible for maintaining the 

orientation and continuing education program. 
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Orientation Program 

 

With respect to newly appointed directors, they are provided with background materials and the 

information necessary to fulfill their role as directors, such as the Company’s continuous disclosure 

documents, copies of the mandate of the Board and its committees, minutes of previous meetings of 

the Board and copies of the policies and procedures adopted by the Board and its committees. In 

addition, new directors have the opportunity to meet individually with at least one member of 

Management to discuss these documents, the Company’s sectors of activity, its competitive and 

regulatory environment, as well as its business and operational strategies. New directors also have 

the opportunity to visit a Company facility as part of the orientation program.  

 

Continuing Education Program 

 

With respect to current directors, the continuing education program was developed to assist them in 

maintaining their skills and abilities, as well as updating their knowledge and understanding of the 

Company and its industry. The Chairman of each committee of the Board presents, at the quarterly 

Board meetings, a summary of the achievements and current projects of his committee. Directors 

meet with members of Management to discuss the affairs of the Company, the continuous disclosure 

documents, sectors of activity of the Company, its competitive and regulatory environment, as well 

as its business and operational strategies. Directors are also provided with the opportunity to meet 

with members of senior levels of management outside of formal Board meetings to discuss and better 

understand the business and remain current with industry trends. Written materials and briefings are 

used to ensure that directors’ knowledge and understanding of the Company’s affairs remain current 

and that directors are informed of the developments in regulatory and industry initiatives . The 

background materials given to all directors upon appointment are continuously updated and made 

available.  

 

In addition, as part of the meetings of the Board and the committees, educational presentations are 

regularly given by Company representatives, or, from time to time, external consultants, on matters 

that are of interest to the directors or which relate to their role as directors or committee members. 

Board members also hold a strategic planning meeting annually with Management. The following table 

lists the sessions provided by the Company during fiscal 2015, the directors they were intended for 

and the dates on which they were given. 

 

Sessions provided by the Company Date Participants 

Developments in regulatory and industry 

initiatives 

Quarterly Board 

Strategic planning April 2014 Board 

Trends in internal audit methodology May and November 

2014 

Audit Committee and 

Board 

New audit or accounting standards  May 2014 Audit Committee 

Pension plans May 2014 Audit Committee 

Consumer trends and intellectual property October 2014 Audit Committee 

Information technology strategy and 

enterprise resource planning 

October 2014 Audit Committee 

Competition, international markets and 

dairy industry: updates 

October 2014 Audit Committee 

Governance considerations: Australian 

public company subsidiary 

November 2014 Board 
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Risk management strategy and insurance 

practices 

January 2015 Audit Committee 

Facility visit February 2015 Board 

Trends in executive compensation February 2015 CGHR Committee 

Trends in corporate governance March 2015 CGHR Committee 

 

Moreover, members of the Board are invited to attend the Company’s meeting of shareholders . The 

Board has a policy of periodically conducting field visits of Company facilities. Directors have complete 

access to Company records. Finally, each Board member is invited to address to the Corporate 

Governance and HR Committee any request he or she may have regarding additional information or 

education. The Corporate Governance and HR Committee reviews such requests and takes the 

measures it deems appropriate. Many of the Company’s directors sit on one or more other boards of 

directors and are invited to share any best practices observed elsewhere with the Corporate 

Governance and HR Committee. 

 

NOMINATION OF D IRECTORS 
 

The Corporate Governance and HR Committee, which is composed entirely of independent directors, 

is responsible for (i) the implementation of a uniform and transparent process for selecting nominees 

for election to the Board and the recruitment of new candidates for Board membership, and making 

recommendations to the Board with respect thereto; and (ii) the implementation and application of a 

process to assess periodically the effectiveness of the Board, its committees and the individual 

performance of each Board member. 

 

The Company endorses a balanced representation in terms of director tenure and age, and fostering 

diversity in this regard in terms of positions of leadership and the nomination of directors. For the 

selection of nominees for election to the Board of the Company, the Corporate Governance and HR 

Committee adopted a process which takes into consideration (i) what competencies and skills the 

Board, as a whole, should possess taking into account the Company’s Board Diversity Policy (see the 

section entitled “Diversity” for more information); (ii) what competencies and skills each existing 

director possesses; (iii) what competencies and skills the Board, as a whole, possesses; and (iv) the 

individual performance of each director. The Corporate Governance and HR Committee may rely on 

the services of qualified consultants to identify and/or recruit candidates if it deems necessary, to 

assist in meeting the objectives aforementioned. The Corporate Governance and HR Committee also 

assesses any concerns relating to potential conflict, independence or time commitment that each 

nominee may present. Refer to “Directors’ Employment and Other Directorships” for additional 

information. Based on this analysis, which is completed at least annually, the Corporate Governance 

and HR Committee recommends to the Board the candidates proposed for election to the Board at the 

next meeting of shareholders.  

 

The Board does not currently impose, nor does it believe that it should establish, term limits or 

retirement age limits on its directors, as such limits may cause the loss of experience and expertise 

important to the optimal operation of the Board. However, the importance of a balanced 

representation in terms of director tenure and age is recognized. Reference is made to the section 

“Diversity”. 

 

This assessment also allows the identification, inter alia, of competencies and skills that the Board 

should consider if and when a new director will be added to the Board. In fiscal 2015, with a view of 

identifying a suitable pool of candidates for nomination or appointment over time, the Company’s 
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external advisors helped in the preparation of a list of potential candidates based on the skills sought 

and requirements established, including as to diversity, as well as their interest, availability and 

suitability. Interviews were also conducted by a designated member of the Corporate Governance and 

HR Committee, and by the Vice Chairman of the Board. 

 

D IVERSITY  

Board of Directors 

Saputo recognizes that a diverse and inclusive environment which values diversity of thought, 

background, skills and experience facilitates a broader exchange of perspectives. This view is 

confirmed in a written Board Diversity Policy adopted by the Board. Diversity enriches discussions 

among directors and better reflects the Company’s relationship with its customers, employees, 

shareholders, business partners and other stakeholders. The Board Diversity Policy states that, in the 

context of the director nomination process, the Corporate Governance and HR Committee will consider 

the merit of potential candidates based on a balance of skills, background, experience and knowledge, 

including taking into account diversity considerations such as gender, age and geographic areas and 

other characteristics of the communities in which Saputo is present and conducts its business. 

Accordingly, consideration of the number of women who are directors, along with consideration of 

whether other diverse attributes are sufficiently represented on the Board, is an important component 

of the selection process of nominees for election to the Board and the recruitment of new candidates 

for Board membership. Additionally, the Corporate Governance and HR Committee’s annual review of 

the size and composition of the Board is conducted with a view to identifying imbalances or gaps, as 

well as opportunities that may be associated with further diversification. In particular, the Corporate 

Governance and HR Committee endorses a balanced representation in terms of director tenure and 

age, and fostering of diversity in this regard in terms of positions of leadership and the nomination 

of new directors. In order to effectively implement the Board Diversity Policy, the Board has embedded 

it into its director selection and appointment process. The Corporate Governance and HR Committee 

measures compliance with the Board Diversity Policy as part of the periodic evaluation process of the 

Board, its committees and its directors.  

The Board has not established a target with respect to female representation as the Board believes 

that the composition of the Board reflects the principles of diversity set forth in the Board Diversity 

Policy. Following the annual general meeting and assuming that all nominees are elected as 

contemplated in this Circular, three of the 9 directors (33%) will be women.  

Saputo Management 

Saputo strives to embed diversity and inclusion in the corporate culture. The Company’s Code of 

Ethics prohibits workplace discrimination based on race, national or ethnic origin, colour, religion, 

age, sex, sexual orientation, matrimonial status, civil status, or physical or mental handicap. 

Reference is made to the section entitled “Ethical Business Conduct” for more information. While the 

Company seeks to recruit or appoint those individuals who are most qualified for the particular 

position, regardless of personal characteristics, Saputo recognizes the value of diversity, including 

gender diversity, which offers a depth of perspectives and enhances the Company’s operations. 

Currently, 18% of the Company’s executive officers and executive vice presidents (2 out of 11) are 

women. 10 out of 95 leaders of the Company and its major subsidiaries holding a vice president level 

position and above are women (11%). Saputo prides itself on developing its employees internally and 

providing them with opportunities to advance their careers. The Company has not adopted a target 
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for the number of women in executive officer and executive vice president positions as it believes the 

most effective way to achieve its goal of increasing the representation of women in leadership roles 

is to identify high-potential women within the Company and ensure that this “pipeline” of talent is 

properly developed.    

MAJORITY VOTING POLICY  

The Board believes that each of its members should carry the confidence and support of the 

shareholders. Therefore, in addition to the individual voting process implemented several years ago, 

the Board also has a majority voting policy. Pursuant to this policy, any nominee for election as a 

director at a shareholders’ meeting for whom the number of votes withheld exceeds the number of 

votes in favour will be deemed not to have received the support of shareholders and will immediately 

tender his or her resignation to the Board following the meeting. The Corporate Governance and HR 

Committee shall consider the resignation and whether or not it should be accepted and shall make a 

recommendation to the Board.  

The Board shall determine whether or not to accept the resignation within 90 days following the 

applicable shareholders’ meeting. Any director who tenders his or her resignation pursuant to this 

policy shall not participate in the deliberations of the Committee or the Board regarding the 

resignation. Save in exceptional circumstances, the resignation shall be accepted by the Board. In 

considering whether exceptional circumstances exist justifying the director’s continuance in office, 

the Board will consider the factors considered by the Committee and such additional factors and 

information that the Board considers to be relevant. The resignation will be effective when accepted 

by the Board. Following the Board’s decision on the resignation, the Board shall promptly disclose, via 

press release, its decision whether or not to accept the director’s proposed resignation and a copy of 

such press release shall be provided to the TSX. Should the Board determine not to accept the 

resignation, the press release shall fully state the reasons for the decision. This policy applies only to 

uncontested elections, meaning elections where the number of nominees for director is equal to the 

number of directors to be elected as determined by the Board. 
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The director nominee election results from the August 5, 2014 annual meeting are set out below: 

 

Name Voted For* 

Withheld 

from 

Voting* 

% For* 
% 

Withheld* 

Emanuele (Lino) Saputo 320,582,426 2,218,816 99.31% 0.69% 

Lino A. Saputo, Jr. 320,674,552 2,126,690 99.34% 0.66% 

Lucien Bouchard 321,046,562 1,754,680 99.46% 0.54% 

Pierre Bourgie 320,640,634 2,160,608 99.33% 0.67% 

Henry E. Demone 320,845,748 1,955,494 99.39% 0.61% 

Anthony M. Fata 322,159,434 641,808 99.80% 0.20% 

Annalisa King 321,549,416 1,251,826 99.61% 0.39% 

Tony Meti 322,152,624 648,618 99.80% 0.20% 

Caterina Monticciolo 320,987,468 1,813,774 99.44% 0.56% 

Patricia Saputo 321,146,382 1,654,860 99.49% 0.51% 

Annette Verschuren 316,327,312 6,473,930 97.99% 2.01% 

* As the vote for each motion was taken by a show of hands, the number of votes disclosed reflects 

only the proxies received by Management in advance of the annual meeting. 

BOARD S IZE 

 

After reviewing its size, the Board determined that a board of nine to 11 directors is appropriate for 

decision-making purposes.  

ETHICAL BUSINESS CONDUCT 
 

The Company has a Code of Ethics that governs the conduct of its directors, officers and employees. 

The Code of Ethics can be obtained on SEDAR at www.sedar.com. The Corporate Governance and HR 

Committee is responsible for the compliance process relating to the Code of Ethics and for the 

reporting process to the Board with respect thereto. The Company’s Chief Human Resources Officer, 

has overall responsibility for the oversight of the Code of Ethics. In addition, pursuant to the process 

implemented, the Chief Human Resources Officer is required to report to the Corporate Governance 

and HR Committee, on an annual basis, any non-compliance by managers of the Company, except for 

any non-compliance by executive officers, which is required to be reported promptly to the Corporate 

Governance and HR Committee.  

 

The Code of Ethics specifies that officers and managers have elevated responsibilities to lead by 

example and that they are responsible for promoting a culture of compliance and integrity. The Code 

of Ethics includes provisions on compliance with laws, including anti-bribery and antitrust laws. It 

also includes a section on gifts and other advantages, as well as on conflicts of interest, and a 

statement must be completed and signed by all employees, including senior executives, as well as all 

directors, requiring any potential, apparent or real conflict of interest involving the employee or 

director to be reported.  
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In accordance with applicable law, when a conflict of interest involving a director arises, the director 

has the obligation to disclose such conflict of interest and abstain from voting on the matter. The 

Corporate Governance and HR Committee rules on questions concerning conflicts of interest. 

 

The Board has also adopted whistleblowing procedures, which allow officers and employees who have 

any complaint or concern regarding accounting, internal accounting controls or auditing matters to 

be reported on a confidential and anonymous basis. Complaints can be made via e-mail, telephone 

or mail to the Chairman of the Audit Committee, who is responsible for overseeing the whistleblowing 

procedures. 

 

COMMUNICATION POLICY  

 

The Audit Committee is responsible for the review of the annual and quarterly financial statements of 

the Company and all other continuous disclosure documents required by regulatory authorities, all of 

which are approved by the Board before mailing. The Board is responsible for maintaining a proper 

communication policy with shareholders, institutional investors and participants in the financial 

market. In order to maintain high standards regarding disclosure issues, the Board maintains a 

disclosure policy. The purpose of the disclosure policy is to ensure that communications to the 

investing public are timely, consistent and accurate, and that the information is disseminated in 

compliance with all applicable requirements of the TSX and securities regulatory authorities. 

D IRECTORS’  EMPLOYMENT AND OTHER D IRECTORSHIPS 

Directors must inform senior Management before accepting an invitation to serve on another board, 

or with respect to any employment relationship. Senior Management assesses whether the director 

would be involved in a real, apparent or potential conflict of interest and whether the director’s ability 

to discharge his or her responsibilities as a director of the Company is likely to be affected. 

The Board believes that the fact that a director of the Company serves on the board of directors of 

another company does not necessarily interfere with his or her ability to exercise his or her 

independent judgement and to act in the best interest of the Company. However, directors are 

expected to have sufficient time to devote to their duties as Board members of the Company. In this 

regard, the Board has established guidelines on the maximum number of public directorships that 

directors may hold. 

The Company maintains an up-to-date list of all the directorships and other employment of its 

directors. 

E X EC U T I V E  C OM PE N S AT I ON  

 

COMPENSATION D ISCUSSION AND ANALYSIS 
 

Role and Composition of the Corporate Governance and HR Committee 

 

The Corporate Governance and HR Committee is composed of three independent directors, 

Messrs. Pierre Bourgie, who is the Chairman of the committee, Lucien Bouchard and Henry E. Demone. 

Each member has direct experience that is relevant to his responsibilities in executive compensation. 

More specifically, Messrs. Bourgie and Demone have held executive management positions as Chief 

Executive Officers of organizations with oversight over human resources functions. Mr. Bouchard has 
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practiced labour law, and has experience in negotiating and establishing compensation packages. All 

members also have experience as members of human resources and compensation committees of 

other public companies. In connection with their responsibilities, all members have implemented, 

managed and/or provided advice on compensation policies and practices. As a result, the members 

of the Corporate Governance and HR Committee collectively have the relevant skills and experience 

necessary to enable the Committee to make decisions as to the suitability of the Company’s 

compensation policies and practices. Reference is made to the members’ biographies contained in the 

section entitled “Election of Directors” for more information.  

 

As stated above under the section entitled “Corporate Governance and Human Resources Committee”, 

part of the Committee’s functions is to act as a compensation committee. As such, the Committee is 

responsible for (i) reviewing and approving the executive compensation policy; (ii) establishing the 

annual performance targets used in relation with the annual incentive (bonus); (iii) determin ing long-

term incentive grants under the Company’s compensation plans and establish ing their terms, 

including, where applicable, performance criteria; and (iv) assessing the risks associated with the 

Company’s compensation policies and practices. 

 

The Corporate Governance and HR Committee reviewed the Company’s compensation policies and 

practices for fiscal 2015, taking into account risks associated therewith. The Committee has not 

identified any risks associated with the Company’s compensation policies and practices that are 

reasonably likely to have a material adverse effect on the Company. The significant risks and 

uncertainties which could affect the Company are disclosed in the Management Discussion and 

Analysis accompanying the Company’s financial statements. None of these risks relates to 

compensation policies and practices. See “Additional Information”.  

 

In the context of assessing risks related to compensation practices and policies, the Corporate 

Governance and HR Committee considered or adopted, as applicable, the following practices and 

policies, among others, which contribute to the philosophy of refraining from taking inappropriate or 

excessive risks: (i) the compensation structure includes a fixed portion (base salary) which is 

competitive and provides a regular income stream unrelated to the share price; (ii) the variable portion 

is composed of both a short-term incentive (bonus) and long-term incentives (options and 

performance share units (“PSUs”)); (iii) payments under the short-term incentive (bonus), based on the 

achievement and overachievement of financial performance targets of the Company, are capped; (iv) 

the options portion of the long-term incentive vests over five years; (v) the performance criteria for 

the PSU portion of the long-term incentive is set at the beginning of the relevant three-year 

performance cycle and the PSUs vest at the end of the cycle provided the performance criteria is met; 

(vi) a share ownership policy provides that executives must hold a minimum number of Common 

Shares; and (vii) rules of conduct prohibit insiders, including directors and named executive officers 

(“NEOs”), from selling short, or buying any put or call options with respect to the securities of the 

Company, and also prohibit the purchase of financial instruments designed to hedge or offset a 

decrease in market value of the Company’s securities.  

 

Share Ownership Policy for Executive Officers 

 

Pursuant to the ownership policy for executive officers adopted by the Board, each executive, 

including NEOs, shall own a number of shares having a total market value of at least one time his or 

her annual base salary. Each executive is required to comply with this policy within five years following 

his or her appointment as an executive officer of the Company. 
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Management guidelines relating to achievement of intermediate thresholds, specify that executives 

may not exercise options for Common Shares, unless the Common Shares received as a result of the 

exercise of the options are retained for the purposes of meeting the intermediate thresholds.  

As at March 31, 2015, all NEOs complied with the minimum ownership requirement. The information 

set out below is as at March 31, 2015. 

 

 

 

 

 

 

 

Name 

 

 

 

 

 

Common 

Shares  

 

 

Total Market 

Value of 

Common 

Shares  

($)(1) 

 

 

 

 

Minimum 

Required 

($)(2)  

 

 

 

 

Meets the Company’s Share 

Ownership Requirements for 

Executives 

Lino A. Saputo, Jr. 136,730 4,759,571 1,100,000 Yes 

Louis-Philippe Carrière  45,290 1,576,545 800,000 Yes 

Dino Dello Sbarba  61,562 2,142,973 925,000 Yes 

Terry Brockman  52,832 1,839,082 645,000 Yes 

Lorenzo Spinelli 2,243 78,079 570,000 n/a(3) 

(1) This value corresponds to the number of Common Shares held by each NEO multiplied by the closing price of the 

Common Shares on the TSX on March 31, 2015 ($34.81). 

(2) Except as described hereinafter, this value corresponds to one time annual base salary for fiscal 2015, as disclosed in 

the “NEO Summary Compensation Table”. Mr. Brockman is remunerated in US dollars. For the purposes of ensuring 

compliance with the minimum share ownership requirement, the absolute value of Mr. Brockman’s salary is used, 

without having regard to the exchange rate into Canadian dollars.  

(3) Mr. Spinelli was named President and Chief Operating Officer of the Dairy Division (Canada) on April 1, 2012 and was, 

on March 31, 2015, within the five-year grace period after appointment to meet the minimum ownership requirement. 

Mr. Spinelli stepped down from his role on April 1, 2015.  

 

Executive Compensation Policy Objective 

 

The Company’s executive compensation policy aims to attract and retain competent individuals and 

motivate them to optimize value for the Company’s shareholders. The compensation policy is 

designed to be competitive, to stimulate profitable return on investments and long-term growth. 

 

The Corporate Governance and HR Committee is responsible for reviewing and monitoring the 

executive compensation policy, including determining the compensation elements and the 

compensation mix to balance the executives’ focus on short-term and long-term objectives.  The 

Company’s compensation policies and practices are designed to adequately reward executive officers 

for their services, and to encourage them to establish short-term and long-term strategies aimed at 

increasing share value and creating economic wealth. The Company’s compensation strategy therefore 

places the emphasis on compensation elements linked to performance, including share value through 

option and PSU grants. 

 

Reference is made to the section entitled “Elements of Executive Compensation” for additional 

information on the components of executive compensation and the relative weight of fixed and 

variable compensation elements. 
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Decision Making Process and Compensation Consulting Services 

 

PCI-Perrault Consulting Inc. (“PCI”), an independent compensation consulting firm, has been retained 

by the Corporate Governance and HR Committee for over the past ten years for advice relating to the 

competitiveness and appropriateness of the compensation programs of the Company’s executives  and 

directors.  

 

The services include advice on compensation policies and elements of compensation for directors and 

compensation policies and practices, including base salaries, short and long-term incentive programs 

and pension benefits for executives. In providing such advice, PCI also assists the Committee in the 

selection of the comparative groups, provides information on the benchmarking of executive and 

director compensation with the comparative groups and provides observations and recommendations 

with respect to the composition and design of the compensation elements.  

For fiscal 2015, PCI was retained to provide assistance with a review of executive and director 

compensation. The table below sets forth the fees incurred by the Company in connection with 

services provided by PCI in fiscal 2014 and fiscal 2015. During such years, PCI was not retained to 

perform other work for the Company. No mandate is given to PCI unless approved by the Corporate 

Governance and HR Committee.  

 

Executive Compensation–Related Fees 

 

Fiscal Year 

Executive  

Compensation–Related  

Fees 

 

All Other Fees 

2015  $13,238 N/A 

2014  $97,996 N/A 

 

For fiscal 2015, the Committee met with the Chief Human Resources Officer to discuss compensation 

matters and conducted a review of executive compensation. The Committee considered, among other 

things, market compensation and trend data provided by PCI regarding the compensation levels for 

executive officers with similar responsibilities in the comparative groups, and also considered 

recommendations provided by PCI for executive compensation for fiscal 2015, taking into account the 

performance and experience of the executive officers. Following discussions with the Chief Human 

Resources Officer, the Committee approved, in March 2014, the fiscal 2015 compensation packages 

for the executives, and provided a report to the Board at its next meeting. 

 

In connection with executive compensation, the Committee also benefits from the involvement of the 

Chief Financial Officer and Secretary, and other executive officers who are involved in the preparation 

of the financial budgets which are recommended to the Board for approval and form the basis for the 

financial performance targets on which the bonuses are established. The Chief Financial Officer and 

Secretary also oversees the financial, accounting, legal and regulatory aspects of the Equity 

Compensation Plan and the performance share unit plan (the “PSU Plan”) including maintaining a 

record of the options and PSUs granted, vested, exercised, paid-out, and cancelled, as the case may 

be, and filing insider reports and other reports with the regulatory authorities. The Chief Human 

Resources Officer assists in the administration of the Equity Compensation Plan and the PSU Plan. Any 

proposed modifications to the annual incentive (bonus) plan, the Equity Compensation Plan and the 

PSU Plan are discussed with the Chief Executive Officer, and then with the Corporate Governance and 
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HR Committee. Amendments to the Equity Compensation Plan are submitted for approval to the Board 

and, when required, to the shareholders. Amendments to the PSU Plan are submitted to the Committee 

for approval.  

 

Comparative Groups 

The Corporate Governance and HR Committee used the comparative groups set forth below to 

determine all aspects of executive compensation for fiscal 2015. The comparative groups were 

established for fiscal 2013 considering the size, financial performance and market capitalization of 

the companies, as well as their sectors of activity, and modified for fiscal 2015 as part of a review of 

executive compensation by the Committee. The comparative groups reflect the size of the Company, 

geographic markets in which it operated and the responsibilities of its executive officers at that time.  

 

For fiscal 2015, the Canadian Comparative Group is composed of six companies in the agri-food 

sector and four companies in the retail distribution and sales sector of the food industry, and the US 

Comparative Group is composed of thirteen companies in the food processing industry. 

 

The US Comparative Group had been established for fiscal 2013 and had not been reviewed for fiscal 

2014 despite the acquisition of the Company’s Dairy Foods Division (USA) on January 3, 2013. The 

Committee had decided for fiscal 2014 to maintain the US Comparative Group established in fiscal 

2013 until the Dairy Foods Division (USA)’s operations were fully integrated with the Company’s.  For 

fiscal 2015, the Corporate Governance and HR Committee reviewed and modified the US Comparative 

Group, in order to include companies with larger median revenues to reflect the increase in the 

Company’s annual revenues.  

 

The US Comparative Group and the Canadian Comparative Group were also modified to take into 

account the mergers and acquisitions activity which occurred in the food processing industry since 

the moment when such comparative groups had first been elaborated.  

 

Canadian Comparative Group  US Comparative Group 

Agrium Inc.  Campbell Soup Company 

Alimentation Couche-Tard Inc.  ConAgra Foods, Inc. 

Canada Bread Company, Limited  Dean Foods Company 

Cott Corporation  Dr. Pepper Snapple Group, Inc. 

Empire Company Ltd.  General Mills Inc. 

George Weston Limited   Hormel Foods Corporation  

Maple Leaf Foods Inc.  Ingredion Incorporated  

Metro Inc.  Kellogg Company 

Molson Coors Brewing Company   Kraft Foods Group 

Tim Hortons Inc.  Mondelez International Inc. 

  The J.M. Smuckers Company 

  The Hershey Company 

  United Natural Foods, Inc. 
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For fiscal 2015, a new combined group (the “Combined Group”) using a weighting of 50% / 50% 

between the Canadian Comparative Group and the US Comparative Group, respectively, to reflect the 

allocation of the Company’s source of revenues between Canada and the US following the acquisition 

of the Company’s Dairy Foods Division (USA), was used to benchmark the compensation of executives 

with corporate-wide functions. The weighting had been 60%/40% for fiscal 2014. The base salary and 

total compensation of divisional presidents solely responsible for Canada or the US are benchmarked 

against the Canadian Comparative Group or the US Comparative Group, as the case may be. The annual 

and long-term incentive opportunities for all NEOs are based on the Combined Group. 

 

The following chart identifies the NEOs for fiscal 2015 and the comparative group used to benchmark 

their fiscal 2015 compensation. 

 

Name  Position Comparative Group  

Used for Base Salary and 

Total Compensation 

Comparative Group Used 

for Annual and Long-Term 

Incentive Opportunities 

Lino A. Saputo, Jr. Chief Executive Officer Combined Group Combined Group 

Louis-Philippe Carrière Chief Financial Officer and Secretary Combined Group Combined Group 

Dino Dello Sbarba President and Chief Operating Officer Combined Group Combined Group 

Terry Brockman President and Chief Operating Officer  

Cheese Division (USA) 

US Comparative Group Combined Group 

Lorenzo Spinelli President and Chief Operating Officer 

Dairy Division (Canada) 

Canadian Comparative Group Combined Group 

 

ELEMENTS OF EXECUTIVE COMPENSATION 

For fiscal 2015, the compensation for the executive officers of the Company, including the NEOs, 

consisted of the following:  

 

 Base salary; 

 Annual incentive (bonus); 

 Long-term incentive plans (options and PSUs); and 

 Retirement benefits (discussed under the section “Defined Benefit Pension Plan” of this 

Circular). 

Executives also benefit from the Company’s group insurance plans on the same basis as all other 

employees. None of the NEOs have a written employment contract with the Company. 
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The following table presents the key components of executive compensation, whether such 

components represent fixed or variable compensation, their form and performance period:  

 

Executive Compensation 

Component Type Form Performance Period 

Base salary Fixed Cash One year 

Annual incentive (bonus)  Variable Cash One year 

Long-term incentive (options) Variable Stock options Vesting over five years, ten-year term 

Long-term incentive (PSUs) Variable PSUs Performance cycle of three years 

When establishing executive compensation, the Corporate Governance and HR Committee’s objective 

is to target the third quartile of the compensation offered by the companies forming part of the 

relevant comparative group. 

The Committee’s objective is also to provide adequate balance between components representing 

fixed and variable compensation in order to place the emphasis on compensation elements linked to 

performance and achieve the compensation policy’s objective (see  “Executive Compensation Policy 

Objective” above). The following table presents, for fiscal 2015, the components of executive 

compensation and, for each NEO, the approximate relative weight of fixed and variable compensation 

elements: 

 

Position 

Fixed 

Compensation 

 

Variable Compensation 

 Base Salary 

Annual 

Incentive 

(bonus) (1) 

Long-Term 

Incentive 

(options) (2) 

 

Long-Term 

Incentive (PSUs) (3) 

Chief Executive Officer 33% 67% - - 

Chief Financial Officer and 

Secretary  

27% 25% 21% 27% 

President and Chief Operating 

Officer  

27% 25% 21% 27% 

President and Chief Operating 

Officer  

Cheese Division (USA) 

30% 22% 21% 27% 

President and Chief Operating 

Officer  

Dairy Division (Canada)  

29% 21% 22% 28% 

(1)  Annual incentive at target. 

(2)  Based on the estimated grant date fair value of option-based awards. 

(3)  Based on the estimated grant date fair value of the Common Shares underlying PSU awards. 
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Base Salary 

 

The base salary component of executive compensation aims to reflect salaries offered for positions 

involving similar responsibilities and complexity, internal equity comparisons, as well as the ability 

and experience of the Company’s executive officers. Competitive salaries enable the Company to 

attract and retain talented individuals who can ensure its current and long-term success. 

 

For NEOs, individual performance is measured based on the achievement of objectives determined 

annually by the executive together with the Chief Executive Officer and, with respect to the Chief 

Executive Officer, with the Corporate Governance and HR Committee. Reference is made to the section 

entitled “Position Descriptions” for a description of the annual review process of the Chief Executive 

Officer’s performance. 

 

No significant changes were made to the base salary of NEOs for fiscal 2015, except for an increase 

to align base salary with the compensation policy objective of being competitive with the third quartile 

of salaries paid by the companies forming part of the relevant comparative group.  Mr. Carrière’s base 

salary was revised to reflect his strategic role in connection with mergers and acquisitions activities 

and was moved slightly above the third quartile of salaries paid by companies in the Combined Group.  

 

Annual Incentive (Bonus) 

 

The annual incentive (bonus) plan aims to encourage the achievement of financial performance targets 

and reward the executive officers based on the Company’s success. The annual bonus of the executive 

officers is based solely on the financial performance of the Company or, if applicable, on a 

combination of the financial performance of the Company and of the relevant division, as the 

Corporate Governance and HR Committee considers that such performance is closely related to and 

reflects the officers’ individual performance. Each year, the Committee determines the financial 

performance targets which are used for the calculation and payment of bonuses, and the bonus 

amount that would be paid to each executive officer for achieving such performance, as well as the 

maximum bonus amount that would be paid to each executive officer should the targets be exceeded. 

 

For fiscal 2015, as in previous years, financial performance was based on the level of achievement of 

the earnings before interest, income taxes, depreciation, amortization, gain on disposal of a business, 

acquisition, restructuring and other costs (“Adjusted EBITDA”) as set forth in the Company’s financial 

statements, realized after adjustments described below (“Market-Adjusted EBITDA”) when compared 

to the EBITDA set forth in the fiscal 2015 budget approved by the Board (“Budgeted EBITDA”). When 

determining the budgets, Management establishes assumptions with respect to market factors that 

have an impact on the Company’s results. These include the average block market per pound of 

cheese, the spread (being the relationship between the average block market per pound of cheese and 

the cost of milk as raw material), the average butter market price per pound, as well as the whey 

market price. Such market factors and their impact on the Company’s results are discussed in the 

Management’s Discussion and Analysis accompanying the Company’s financial statements.  

 

In order to determine the level of achievement of Adjusted EBITDA realized by the Company compared 

to the Budgeted EBITDA for purposes of the bonus calculation, the Company reconciles Adjusted 

EBITDA realized to take into consideration the assumptions used when preparing the Budgeted 

EBITDA. The Market-Adjusted EBITDA therefore excludes the impact of market factors that have an 

effect on EBITDA, but on which the executive officers have no control. Bonuses are therefore paid 

based on the level of achievement of Market-Adjusted EBITDA when compared to Budgeted EBITDA. 
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Under the annual incentive (bonus) plan, a bonus can only be paid if at least 85% of the Budgeted 

EBITDA is met by the Company, or the relevant division, depending on the executive officer. Similarly, 

the maximum bonus amount can only be earned if the Company, or the relevant division, meets or 

exceeds 105% of Budgeted EBITDA. Bonus payments are made proportionately to the level actually 

achieved above 85% of Budgeted EBITDA until the maximum of 105% of Budgeted EBITDA. In 

connection with its responsibilities as compensation committee, the Corporate Governance and HR 

Committee has discretion to either award compensation absent the achievement of the performance 

goals established or to reduce or increase the size of any payout. Such discretion was not exercised 

during fiscal 2015 with respect to NEOs. 

 

For fiscal 2015, following the benchmarking exercise, threshold and target bonus opportunities were 

determined to be in line with the Company’s compensation policy but the Company’s maximum bonus 

opportunity was determined to be lower than the first quartile for all positions, except for the Chief 

Executive Officer whose maximum bonus opportunity was determined to be above median.  

 

As a result, for fiscal 2015, payout percentages established for the bonuses to be awarded to NEOs 

for threshold (85% of the financial performance target) and target (100% of the financial performance 

target) remained the same as the payout percentages used for fiscal 2014 and those for superior 

performance (105% of the financial performance target or more) were increased for all NEOs, except 

for the Chief Executive Officer, who wished to remain at the same payout percentage for superior 

performance. The payout percentages for fiscal 2015 are set out below. This increase moves the 

payout percentage for superior performance closer to the Company’s compensation policy.  

 

Name % of Base Salary 

 Threshold 

(85% financial performance 

target) 

Target 

(100% financial performance 

target) 

Maximum 

(105% financial performance 

target or more) 

Lino A. Saputo, Jr.  150%  200%  250%  

Louis-Philippe Carrière  70%  90%  150% 

Dino Dello Sbarba  70%  90%  150% 

Terry Brockman  55%  75%  125% 

Lorenzo Spinelli  55%  75%  125% 

 

Long-Term Incentive Plans  

 

The Company’s long-term incentives are comprised of options and PSUs. 

 

Equity Compensation Plan 

 

Option grants are a key component of the compensation mix and serve to align executive 

compensation with the Company’s shareholders’ interests. Options are granted by the Corporate 

Governance and HR Committee to executive officers and other key executives pursuant to the terms 
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of the Equity Compensation Plan and the guidelines established by the Committee. For participants 

who receive their compensation in US dollars, grants of options are established as per the same 

guidelines as for participants who receive their compensation in Canadian dollars. These option grant 

guidelines are established by the Committee as part of its annual review of the compensation policy, 

taking into account the competitiveness of total compensation and compensation practices with in the 

Combined Group, market trends, as well as the Company’s pay-for-performance philosophy. Refer to 

the section entitled “Decision Making Process and Compensation Consulting Services” for a discussion 

on the involvement of executive officers in the Equity Compensation Plan. 

 

The Equity Compensation Plan’s objective is to attract and retain quality executive officers while 

promoting long-term profitability and maximizing shareholder value. Option grants made from time 

to time by the Corporate Governance and HR Committee pursuant to the Equity Compensation Plan 

are expressed as a percentage of a participant’s base salary, which percentage is determined based 

on the participant’s position, without taking into account the number of options already held by su ch 

participant. On April 1, 2015, the Corporate Governance and HR Committee granted options to plan 

participants based on the guidelines established by the Committee. Refer to the section “Securities 

Authorized for Issuance under Equity Compensation Plans” for a discussion of the terms and 

conditions relating to the options, including exercise price and vesting conditions.  

 

Performance Share Unit Plan  

 

The PSU Plan for senior-level management of the Company and its subsidiaries is non-dilutive and is 

settled in cash only. The purpose of the PSU Plan is to attract and retain quality senior-level 

management while promoting long-term profitability and maximizing shareholder value. 

 

PSU grants are an additional component of the compensation mix, together with the options, which 

serve to align executive compensation with the Company’s shareholders’ interests. Refer to the 

section entitled “Decision Making Process and Compensation Consulting Services” for a discussion on 

the involvement of executive officers in the PSU Plan. 

 

PSU grants made from time to time by the Corporate Governance and HR Committee pursuant to the 

PSU Plan are expressed as a percentage of a participant’s base salary, which percentage is determined 

based on the participant’s position, without taking into account the number of PSUs already held by 

such participant. On April 1, 2015, the Corporate Governance and HR Committee granted PSUs to plan 

participants based on the guidelines established by the Committee as part of its annual review of the 

compensation policy. The guidelines are similar to the ones used for the options, and thus take into 

account the competitiveness of total compensation and compensation practices within the Combined 

Group, market trends, as well as the Company’s pay-for-performance philosophy. 

 

Under the PSU Plan, each performance cycle shall consist of three financial years of the Company (a 

"Performance Cycle"). At the time of grant, the Committee determines the vesting criteria (the “Vesting 

Criteria”) which must be met by the Company. Such Vesting Criteria may include (i) a performance 

criteria for each financial year (“Annual Objectives”) during a Performance Cycle and (ii) a performance 

criteria for a complete Performance Cycle (the “Cycle Objectives”). Following completion of a 

Performance Cycle, the PSUs for which the Vesting Criteria have been achieved will vest and be paid-

out to the participants. The Corporate Governance and HR Committee has discretion to award 

compensation absent the achievement of the Vesting Criteria established. Such discretion was 

exercised during fiscal 2015 in relation to the sale of the Company’s Bakery Division. The Board 

authorized the vesting of all PSUs previously granted to key employees of the Bakery Division, for 
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which the Performance Cycle was still in progress. None of such Bakery Division key employees are 

NEOs.  

 

The value that will be paid-out at the end of a Performance Cycle will be equal to the volume weighted 

average trading price of the Common Shares during the five trading days preceding the calculation 

date, multiplied by the number of PSUs for which the Vesting Criteria have been achieved.  Participants 

will be entitled to receive a payment in cash only. The determination with respect to the achievement 

of the Vesting Criteria, the calculation of the value to which the participants will be entitled and the 

payment thereof will be made after the release of the annual financial results of the Company which 

follow the end of each Performance Cycle.  

 

The PSU Plan provides certain rules, subject to the discretion of the Corporate Governance and HR 

Committee, for the vesting and/or cancellation of PSUs in the case of termination of employment for 

cause or for a serious reason, by reason of death, injury or disability, by reason of retirement and 

other circumstances of termination. 

 

The PSU Plan further provides that in the event of a change of control, the Board has discretion with 

respect to the treatment of PSUs which is similar to that conferred to the Board under the Equity 

Compensation Plan. A change of control pursuant to the PSU Plan is defined in the same manner as in 

the Equity Compensation Plan. See “Securities Authorized for Issuance under Equity Compensation 

Plans”.  

 

Long-Term Incentive Component for Fiscal 2015 

 

For fiscal 2015, following the benchmarking exercise of the long-term incentive component, the 

estimated fair value of the long-term incentive component which had been set at 150% of the NEO’s 

base salary in fiscal 2014, was raised to 200%, which percentage is between the median and the third 

quartile of the Combined Group. The long-term incentive component was modified to a combination 

of 50% options and 50% PSUs, as compared to 70% options and 30% PSUs for fiscal 2014, which 

translated to NEOs receiving in fiscal 2015 nominal value grants equivalent to 400% of their base 

salary in options and 100% of their base salary in PSUs. This increase of the weighting of PSUs to 50% 

was made in line with market trends in order to allow for greater performance-based long-term 

incentive grants and lesser shareholder dilution.  

 

The Chief Executive Officer does not receive any long-term incentives as his interest in the principal 

shareholder constitutes a sufficient long-term incentive. 

 

Target Total Direct Compensation 

 

Target total direct compensation of the NEOs represents the sum of salary, target annual bonus and 

estimated fair value of the long-term incentive grants. The target total direct compensation of the 

President and Chief Operating Officer and the Chief Financial Officer is slightly above the third quartile 

of the Combined Group. The President and Chief Operating Officer of the Cheese Division (USA)’s total 

direct compensation and the President and Chief Operating Officer of the Dairy Division (Canada)’s 

total direct compensation is competitive with the third quartile of the relevant comparative group. 

The total direct compensation of the Chief Executive Officer, who does not receive any long-term 

incentives, is below the first quartile of the Combined Group.    
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Group Insurance Benefits 

 

The Company’s intention is to protect its employees and their families against adverse effects 

resulting from health-related complications. Consequently, as part of their total compensation, the 

NEOs participate in the Company’s group health, medical, accidental death and dismemberment, 

short-term and long-term disability, and life insurance plans on the same basis as all of the 

Company’s employees. 

 

NEOs’ Salary and Incentive Awards for Fiscal 2015 

 

For fiscal 2015, the NEOs’ base salaries were increased to reflect market salary adjustments and the 

NEOs’ respective experience in their current position, the evolution of their skills and their 

performance against expectations (see “Base Salary” above).  

 

The table below sets forth, for each NEO for fiscal 2015, the level of achievement reached by the 

Company or the relevant division with respect to the financial performance objectives established, 

and the bonus earned. As discussed above under “Annual Incentive (bonus )”, bonuses depend on the 

Market-Adjusted EBITDA realized by the Company, or the relevant division, compared to the applicable 

Budgeted EBITDA. Reference is made to the section entitled “Annual Incentive (bonus)” for a discussion 

of the payout percentages established for bonuses to be awarded, the financial performance target 

used for the determination of the bonuses, the process to establish the Market-Adjusted EBITDA and 

Budgeted EBITDA, and the description of adjustments made to take into consideration the impact of 

market factors on which the NEOs have no control. 

 

 

 

 

Name  

 

 

 

Financial Performance Target Used 

 

 

Level of 

Achievement  

 

Fiscal 2015 Bonus 

Earned as a % of 

Base Salary 

Lino A. Saputo, Jr. Consolidated Budgeted EBITDA  99%   196.6% 

Louis-Philippe Carrière Consolidated Budgeted EBITDA  99%   88.7% 

Dino Dello Sbarba Consolidated Budgeted EBITDA  99%  88.7%  

Terry Brockman Cheese Division (USA) Budgeted EBITDA (75% weighting) 

Consolidated Budgeted EBITDA (25% weighting) 

 102.5% 

 99% 

 93.4% 

Lorenzo Spinelli Dairy Division (Canada) Budgeted EBITDA (75% weighting) 

Consolidated Budgeted EBITDA (25% weighting) 

 90.1% 

 99% 

 64.8% 

 

On April 1, 2014, the Corporate Governance and HR Committee granted options to all the NEOs, with 

the exception of the Chief Executive Officer, pursuant to the Equity Compensation Plan and the option 

grant guidelines established for fiscal 2015. The number of options granted represented 400% of their 

base salary divided by the options’ exercise price of $27.74 per Common Share. No options were 

granted to the Chief Executive Officer, as his interest in the principal shareholder constitutes a 

sufficient long-term incentive. All options granted on April 1, 2014 vest at a rate of 20% per year, on 

each of the first five anniversaries of the date of grant. See “Long-Term Incentive Plans” above. 
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On April 1, 2014, the Corporate Governance and HR Committee granted PSUs to all the NEOs, with the 

exception of the Chief Executive Officer, pursuant to the PSU Plan and the PSU grant guidelines 

established for fiscal 2015. The number of PSUs granted represented 100% of their base salary divided 

by the PSU value of $27.74 per PSU as of the grant date. Such PSUs were granted for a cycle of three 

years ending March 31, 2017 and will vest and be paid-out to the participants at the end of the three-

year cycle if the following Vesting Criteria is met: 

 

(i) 33 1/3% of the number of PSUs granted for each fiscal year of the cycle for which the 

return on average shareholders’ equity of Saputo Inc., as may be adjusted, ≥ 18% (the 

Annual Objective); 

(ii) it being understood that 100% of the PSUs granted will vest if the cumulative return 

on average shareholders’ equity of Saputo Inc. for the cycle, as may be adjusted, ≥ 54% 

(the Cycle Objective). 

The return on average shareholders’ equity, as may be adjusted, is set forth in the Company’s Annual 

Report. The Corporate Governance and HR Committee has selected the return on average 

shareholders’ equity as Vesting Criteria since it is in line with the Company’s pay for performance 

philosophy and aims to encourage executive officers to establish strategies aimed at increasing share 

value and creating economic wealth.  
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Performance Graph 

  

The following graph compares, on a yearly basis, the total cumulative shareholder return of $100 

invested in Common Shares with the cumulative return on the S&P/TSX Composite Total Return Index 

of the TSX during the five fiscal years ending March 31, 2015 (assuming all dividends are reinvested). 

 

 

 

 3/31/10 3/31/11 3/31/12 3/31/13 3/31/14 3/31/15 

SAPUTO TOTAL RETURN 100 151 151 184 202 257 

S&P TSX  COMPOSITE TOTAL 

RETURN INDEX 
100 120 109 115 134 143 

 

The NEOs’ compensation is determined in accordance with the principles set forth above and is not 

specifically based on the performance of the Company’s Common Shares on the TSX due to the fact 

that the price of the Common Shares is affected by external factors beyond the Company’s and the 

NEOs’ control. Consequently, the Company cannot establish a direct relation between the evolution 

of the total compensation of the NEOs and the evolution of the price of the Common Shares since 

2010. During the period covered by the graph, NEOs’ salaries have been adjusted to reflect their 

respective scope of responsibilities, experience and contribution to the Company’s success , as well 

as the evolution in comparative groups used and the progression in compensation practices of the 

relevant comparative groups. Annual variable compensation and PSUs are linked to the Company’s 

annual operational financial performance during the period. However, option awards, being dependent 

on the price of the Common Shares, link the NEOs’ potential rewards with the Common Shares’ price 

performance during and beyond this period. The award date value of option and PSU awards included 

in NEOs’ total annual compensation does not reflect their final payout value. NEOs’ final total rewards 
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are contingent upon the Company’s operational, financial and Common Share price performance 

during and beyond this period.  

 

NEO Summary Compensation Table 

 

The following table provides a summary of compensation earned during the fiscal years ended 

March 31, 2015, 2014 and 2013, as salary, bonus, long-term incentives, pension or otherwise, by the 

NEOs, being the CEO, CFO and the three most highly compensated executive officers of the Company. 

Certain aspects of this compensation are dealt with in greater detail in the following tables.  

 

    

 Non-Equity Incentive 

Plan Compensation 

($) 

 

  

 

 

 

Name and Principal 

Position 

 

 

 

 

Year 

 

 

 

Salary  

($) 

 

Share-

Based 

Awards 

($)(1)  

 

Option-

Based 

Awards 

($) (2)  

 

 

Annual 

Incentive 

Plans (3) 

 

Long-

Term 

Incentive 

Plans  

 

 

Pension 

Value 

($) (4) 

 

All Other 

Compen-

sation  

($) (5) 

 

Total 

Compen-

sation 

($) 

Lino A. Saputo, Jr. 

Chief Executive Officer  

2015

2014 

2013 

 1,100,000 

1,100,000 

 1,100,000 

- 

- 

- 

- 

- 

- 

2,162,600 

2,157,980 

2,185,700 

- 

- 

- 

- 

- 

- 

- 

- 

- 

3,262,600 

3,257,980 

3,285,700 

Louis-Philippe Carrière 

Chief Financial Officer 

and Secretary 

2015

2014 

2013  

 800,000 

 675,000 

 650,000 

800,022 

337,516 

247,020 

629,844 

609,222 

543,329 

 709,200 

 597,233

 581,666 

- 

- 

- 

531,600 

1,900,100

169,400 

- 

- 

- 

3,470,666 

4,119,071 

2,191,415 

Dino Dello Sbarba 

President and Chief 

Operating Officer  

2015

2014 

2013  

 925,000 

 875,000 

 800,000 

925,018 

437,518 

303,985 

728,266 

789,724 

668,716 

 820,013 

 774,191 

 715,896 

- 

- 

- 

 766,300 

 3,571,300 

 428,700 

- 

- 

- 

4,164,597 

6,447,733 

2,917,297 

Terry Brockman 

President and Chief 

Operating Officer 

Cheese Division (USA)(6)  

2015

2014 

2013  

 711,564 

 635,000  

 603,004 

645,010 

312,477 

229,879 

507,813 

564,094 

505,715 

 664,756 

 415,326 

 452,253 

- 

- 

- 

 246,400 

 707,100 

 107,000 

- 

- 

- 

2,775,543 

2,633,997 

1,897,851 

Lorenzo Spinelli  

President and Chief 

Operating Officer  

Dairy Division (Canada) (7) 

2015

2014 

2013 

 570,000 

 525,000 

 425,000 

570,002 

262,501 

161,487 

448,768 

473,837 

355,253 

 369,082 

 358,086 

 307,403 

 

- 

- 

- 

 

 234,600 

 341,500 

 103,000 

  

- 

- 

- 

 

2,192,452 

1,960,924 

1,352,143 

 

 

(1)  This amount corresponds to the fair value of the PSU award on the grant date and equals the number of PSUs granted on April 1, 2014, 

2013 and 2012 multiplied by the volume weighted average trading price for the common shares on the TSX during the five trading 

days prior to the grant date. 
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(2) This amount equals the number of options granted on April 1, 2014 multiplied by $5.46 ($5.77 for April 1, 2013 and $5.13 for April 

1, 2012), which corresponds to the fair value of the option awards on the grant date as determined under the Black-Scholes model, 

an established methodology, consistent with the valuation method used for accounting purposes, using the weighted average 

assumptions indicated below.  

 

  2015  2014  2013  

Risk-free interest rate:  1.71%  1.34%  1.63%  

Expected life of options: 5.3 years 5.5 years 5.5 years  

Volatility:  23.43%  26.96%  28.28%  

Dividend rate:  1.82%  1.66%  1.76%  

(3)  See section “Annual Incentive (Bonus)”. All amounts earned are paid quarterly by the Company in cash, concurrently with the a pproval 

by the Board of the relevant quarterly financial statements. 

(4) The Pension Value includes the current service cost for the year ended March 31, 2015, the impact of changes in the earnings during 

the year ended March 31, 2015 on the defined benefit obligation. For the year ended March 31, 2014, it also included the past service 

cost resulting from modifications in fiscal 2014 to the supplementary retirement pension plans for executives. See section “Defined 

Benefit Pension Plan” for additional information. 

(5) Excluded from All Other Compensation are perquisites and other personal benefits , which, in the aggregate, do not exceed the lesser 

of $50,000 and ten percent of the total annual salary of the NEO for the fiscal year.  

(6) The compensation awarded to Mr. Brockman was in US dollars. The translation rates used for this disclosure were 0.9967, 1.016 and 

1.1032 which correspond to the closing exchange rate of the Bank of Canada for US$1 on March 29, 2012, March 28, 2013 and 

March 27, 2014 respectively.  

(7) Mr. Spinelli stepped down from his role on April 1, 2015 and received a termination amount in connection with his departure from 

the Company on April 1, 2015. See “Termination of Employment and Change of Control”  for more information. 
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Incentive Plan Awards 

 

The following table presents, for each NEO, all of the option-based and share-based grants 

outstanding at the end of fiscal year 2015. The Company made its first share-based awards to NEOs 

on April 1, 2012, with the inception of the PSU Plan. 

 

Outstanding Share-Based Awards and Option-Based Awards  

  Option-Based Awards Share-Based Awards 

 

 

 

 

 

 

Name 

 

 

 

 

 

 

Award Date 

Number of 

Common 

Shares 

Underlying 

Unexercised 

Options  

(#) 

 

 

 

 

Option 

Exercise Price 

($/Share)  

 

 

 

 

 

Option Expiry 

Date 

 

 

Value of 

Unexercised 

In-The-Money 

Options (1)  

($)  

Number of 

Common 

Shares or 

Units that 

Have Not 

Vested  

(#) 

Market or 

Payout Value of 

Share-Based 

Awards that 

Have Not 

Vested (2) 

($) 

Market or 

Payout Value of 

Vested Share-

Based Awards 

not Paid Out or 

Distributed 

($)  

Lino A. Saputo, Jr. - - - - - - - - 

Louis-Philippe 

Carrière 

04/01/2010 

04/01/2011 

04/01/2012 

04/01/2013 

04/01/2014 

 19,612 

 63,788 

 105,912 

 105,676 

 115,356 

 14.660 

 21.610 

 21.480 

 25.550 

 27.740 

04/01/2020 

04/01/2021 

04/01/2022 

04/01/2023 

04/01/2024 

 

 

 

 

4,443,117 

- 

- 

11,500 

13,210 

28,840 

 

 

 

 

1,864,076 

 

 

 

 

- 

Dino Dello Sbarba 04/01/2010 

04/01/2011 

04/01/2012 

04/01/2013 

04/01/2014 

 110,846 

 78,088 

 130,354 

 136,986 

 133,382 

 14.660 

 21.610 

 21.480 

 25.550 

 27.740 

04/01/2020 

04/01/2021 

04/01/2022 

04/01/2023 

04/01/2024 

 

 

 

 

7,213,428 

- 

- 

14,152 

17,124 

33,346 

 

 

 

 

2,249,492 

 

 

 

 

- 

Terry Brockman 
04/01/2007 

04/01/2008 

04/01/2009 

04/01/2010 

04/01/2011 

04/01/2012 

04/01/2013 

04/01/2014 

 75,792 

 80,906 

 105,140 

 89,530 

 65,942 

 98,580 

 97,848 

 93,006 

 11.545 

 13.905 

 10.700 

 14.660 

 21.610 

 21.480 

 25.550 

 27.740 

04/01/2017 

04/01/2018 

04/01/2019 

04/01/2020 

04/01/2021 

04/01/2022 

04/01/2023 

04/01/2024 

  

 

 

 

 

 

 

11,541,726 

- 

- 

- 

- 

- 

10,702 

12,230 

23,252 

 

 

 

 

 

 

1,607,665 

 

 

 

 

 

 

- 

Lorenzo Spinelli (3) 04/01/2010 

04/01/2011 

04/01/2012 

04/01/2013 

04/01/2014 

 7,122 

 9,968 

 41,550 

 65,754 

 82,192 

 14.660 

 21.610 

 21.480 

 25.550 

 27.740 

04/01/2020 

04/01/2021 

04/01/2022 

04/01/2023 

04/01/2024 

 

 

 

 

2,018,927 

- 

- 

  7,518 

10,274 

20,548 

 

 

 

 

1,334,615 

 

 

 

 

- 

(1) This value corresponds to the difference between the closing price of the Common Shares on March 31, 2015, on the 

TSX ($34.81) and the exercise price. This value has not been, and may never be, realized. The actual gain, if any, will 

depend on the value of the Common Shares on the dates the options are exercised relative to the exercise price (see 

“Long-Term Incentive Plans”). 

(2) This value corresponds to the number of PSUs granted on April 1, 2012, April 1, 2013 and April 1, 2014 multiplied by 

the closing price of the Common Shares on March 31, 2015, on the TSX ($34.81). A portion of this value has not been, 
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and may never be, realized. The actual gain, if any, will depend on the attainment of the Vesting Criteria and the value 

of the Common Shares on the date the vested PSUs will be paid out (see “Long-Term Incentive Plans”). 

(3) Mr. Spinelli stepped down from his role on April 1, 2015. See “Termination of Employment and Change of Control” for 

more information on the treatment of his share-based and option-based awards. 

 

The following table presents, for each NEO, the value of incentive plan awards that have become 

vested during fiscal year 2015 and the amount of bonus earned with respect to the performance 

achieved during fiscal year 2015: 

 

Incentive Plan Awards – Value Vested or Earned During the Year  

 

 

 

 

Name 

 

Option-Based Awards – 

Value Vested During the 

Year (1) 

($) 

 

 

Share-Based Awards – Value 

Vested During the Year (2) 

($)  

 

Non-Equity Incentive Plan 

Compensation – Value Earned 

During the Year (3) 

($)  

Lino A. Saputo, Jr. - -  2,162,600 

Louis-Philippe Carrière  979,828 -  709,200 

Dino Dello Sbarba  1,126,886 -  820,013 

Terry Brockman  851,991 -  664,756 

Lorenzo Spinelli  414,916 -  369,082 

(1) The options automatically vest at a rate of 20% per year, on each of the first five anniversaries of their date of grant. Thi s 

value corresponds to the difference between the closing price of the Common Shares on the TSX ($27.875) on April 1, 2014, 

which is the vesting date, and the exercise price. This value has not been, and may never be, realized. The actual gain, if 

any, will depend on the value of the Common Shares on the dates the options are exercised ( see “Long-Term Incentive 

Plans”). 

(2) Pursuant to the PSU Plan, PSUs vest at the end of a Performance Cycle. The first grant under the PSU Plan was made on 

April 1, 2012 and will only vest on June 4, 2015, subject to achieving the Vesting Criteria. The grant under the PSU Plan 

made on April 1, 2013 and 2014 will vest after the end of the Performance Cycle ending March 31, 2016 and 2017, 

respectively, subject to achieving the Vesting Criteria. See “Long-Term Incentive Plans — Performance Share Unit Plan”. 

(3) Corresponds to the same amount as disclosed in the “NEO Summary Compensation Table” . 

 

Defined Benefit Pension Plan  

 

All NEOs, except the Chief Executive Officer, participate in the Company’s registered and 

supplementary retirement plans (together the “Pension Plans”). The registered retirement plan in 

which Messrs. Louis-Philippe Carrière, Dino Dello Sbarba and Lorenzo Spinelli participate is a Non-

Contributory Canadian Registered Defined Benefit Pension Plan and the registered retirement plan in 

which Mr. Terry Brockman participates is a Contributory 401(K) pension plan registered in the US. The 

supplementary retirement plan for each eligible NEO is either a Canadian or a US non-registered 

Executive Supplementary Retirement Pension Plan providing pension benefits in excess of the benefits 

provided under the applicable registered retirement plan.  
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Under the Pension Plans, the participants are entitled to retirement benefits as of their respective 

normal retirement age (“NRA”) equal to 2% of their respective final average earnings multiplied by 

their respective years of credited service. Final average earnings are defined as the average of the 

base salary and the annual incentive (bonus) for the 36 consecutive months within the 10-year period 

preceding the retirement date during which the base salary and annual incentive (bonus) are together 

at their highest. The maximum annual pension benefits payable, prior to the applicable reduction for 

early retirement, is capped at 60% of the participant’s average base salary, which is the average base 

salary for the 36 consecutive months within the 10-year period preceding the retirement date during 

which the base salary is at its highest. The credited years of service correspond to the service period 

following January 1, 2004. However, each participant who adhered to the supplementary retirement 

plan on January 1, 2004, is accruing a pension equal to 3% of their respective final average earnings 

multiplied by their respective years of credited service. The NEOs in this situation are Messrs. Carrière 

and Dello Sbarba.  

 

The Pension Plans’ NRA is 65 or can be 60 if the sum of the participant’s age and his or her credited 

years of service in the relevant supplementary retirement plan is at least 70. However, a member 

retiring as at age 55 will receive pension benefits reduced by ¼ of 1% for each month the actual 

retirement date precedes the NRA date. 

 

If a participant has a spouse at the time of retirement, the benefit payable to his spouse will be on 

the basis of a joint and surviving spouse annuity, reduced to 60% upon his death. Otherwise, the 

normal form of payment will be a lifetime pension guaranteed for ten years. 

 

The following table illustrates, for each NEO, the eligible years of service and estimated annual 

retirement benefits payable at age 65 accrued as of March 31, 2015, and which will accrue if the 

participant remains employed by the Company until age 65, from the registered retirement plan and 

supplementary retirement plan combined. The table also sets forth the changes in the accrued 

obligation from March 31, 2014, to March 31, 2015, including the annual cost attributable to 

compensatory items for the fiscal year 2015. These amounts were calculated using the same actuarial 

assumptions used for determining the accrued pension obligation at year-end presented in the 

Company’s financial statements for the fiscal year ended March 31, 2015, in accordance with 

accounting principles used by the Company. For more information, see the note of the Company's 

financial statements for the fiscal year ended March 31, 2015 that describes employee pension and 

other benefits plans. See “Additional Information”. 
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Defined Benefit Plans Table  

 

 

 

Annual Benefits Payable 

($)     

  

 

 

 

 

Name 

 

 

Number of 

Years Credited 

Service 

(#) 

 

 

 

 

 

At Year End 

 

 

 

 

 

At Age 65 

Opening 

Present Value 

of Defined 

Benefit 

Obligation 

($)  

 

 

 

Compensatory 

Change 

($) 

 

 

Non-

Compensatory 

Change 

($) 

Closing 

Present Value 

of Defined 

Benefit 

Obligation 

($) 

Lino A. Saputo, 

Jr. 

- - - - - - - 

Louis-Philippe 

Carrière 

 11.25  425,000 504,000  4,436,800  531,600 1,341,900 6,310,300 

Dino  

Dello Sbarba 

 11.25 520,000 585,000  6,839,400  766,300 1,650,400 9,256,100 

Terry Brockman  9.00  201,000 516,800  1,613,400  246,400 1,153,600 3,013,400 

Lorenzo 

Spinelli  

 3.00  42,600     42,600(1)  469,200  234,600 144,300 848,100 

(1) As of April 1, 2015, when Mr. Spinelli stepped down from his role. 

 

Retirement benefits earned under the Pension Plans are first payable from the Non-Contributory 

Canadian Registered Defined Benefit Pension Plan or the Contributory 401(K) pension plan, as per 

their respective terms and conditions, as applicable. Any incremental benefits are payable from the 

Executive Supplementary Retirement Pension Plan. The obligations accumulated in the Non-

Contributory Canadian Registered Defined Benefit Pension Plan and the Contributory 401(K) pension 

plan are being funded. However, the Company’s obligations under the Executive Supplementary 

Retirement Pension Plan will be paid as they become due. The Company’s total obligations under the 

Pension Plans are expensed annually for accounting purposes in accordance with accounting 

principles used by the Company. 

 

As of April 1, 2015, the date of his departure from the Company, Mr. Spinelli had accrued and was 

entitled to receive a reduced pension (60 years of age and 3 years of credited service) equal to 87% 

of his pension benefit. Since April 1, 2015, Mr. Spinelli is eligible to start receiving an annual pension, 

which Mr. Spinelli elected to receive in a lump sum of $888,127 in the aggregate.  

 

T E R M I N AT I ON  OF  E M P L O Y M E N T  AN D  C H AN GE  OF  C ON T R OL  

 

There is no contract, arrangement or any other understanding with respect to employment, 

termination of employment, a change of control or a change in responsibilities following a change of 

control, between the Company and any of the Company’s NEOs, except as discussed under the section 

entitled “Elements of Executive Compensation — Long-Term Incentive Plans — Performance Share Unit 

Plan” “Elements of Executive Compensation — Defined Benefit Pension Plan” and “Securities Authorized 

for Issuance under Equity Compensation Plan”. As mentioned, the Chief Executive Officer does not 

receive any long-term incentive as his interest in the principal shareholder constitutes a sufficient 

long-term incentive. 
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In connection with his departure from the Company on April 1, 2015, the Board has agreed to an 

arrangement with Mr. Spinelli, whereby Mr. Spinelli was paid a lump sum of $1,033,000 comprised of 

12 months of base salary and annual incentive (bonus) at target, annual perquisites and other personal 

benefits. Mr. Spinelli is also entitled to benefits accrued under the Pension Plans and the benefits he 

is entitled to under the long term incentive plans. No additional benefits were granted to Mr. Spinelli 

under the Pension Plans and long term incentive plans in connection with his departure from the 

Company. See “Defined Benefit Pension Plan”, “Performance Share Unit Plan” and “Equity Compensation 

Plan”.  

S E CU R I T I E S  AU T H OR I ZE D  F OR  I S SU AN C E  UN D E R  E QU I TY  

C OM P E NS AT I ON  PL AN S   

 

The following table sets out the only equity compensation plan (the “Equity Compensation Plan”) 

previously approved by security holders as of March 31, 2015, under which equity securities of the 

Company are authorized for issuance: 

 

Equity Compensation Plan Information 

 

 

 

 

 

Plan Category 

Number of Securities 

to Be Issued Upon 

Exercise of 

Outstanding Options, 

Warrants and Rights 

(a) 

 

 

Weighted-Average 

Exercise Price of 

Outstanding Options, 

Warrants and Rights 

Number of Securities 

Remaining Available for 

Future Issuance Under the 

Equity Compensation Plan 

(Excluding Securities 

Reflected in Column (a)) 

 

Equity Compensation Plan 

approved by security 

holders 

 

 

17,081,469 

 

$21.09 

 

15,199,552 

On April 1, 2014, the Corporate Governance and HR Committee granted an aggregate of 

4,125,652 options to participants under the Equity Compensation Plan at an exercise price of $27.74 

per share, which represents 1.06% of the outstanding Common Shares as of such date. On April 1, 

2015, the Corporate Governance and HR Committee granted an aggregate of 3,280,395 options to 

participants under the Equity Compensation Plan at an exercise price of $35.08 per share, which 

represents 0.8% of the outstanding Common Shares as of such date. 

 

The following text presents a summary of the main characteristics of the Equity Compensation Plan  

established to attract and retain experienced and competent employees and officers, and to encourage 

share ownership by such persons.  

 

The Company has an Equity Compensation Plan for full-time employees and officers of the Company 

and its subsidiaries. The terms, exercise price and number of Common Shares covered by each option, 

as well as the vesting periods of such options, are determined by the Corporate Governance and HR 

Committee at the time the options are granted. The Equity Compensation Plan for options granted 

prior to July 31, 2007, provided that the exercise price may not be less than the closing price of the 

Common Shares on the TSX on the business day immediately preceding the date of grant. For options 

granted thereafter, the Equity Compensation Plan provides that the exercise price may not be less 
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than the volume weighted average trading price for the five trading days immediately preceding the 

date of grant. Options granted under the Equity Compensation Plan may not be assigned, and expire 

ten years from the date of grant, provided that should the expiration date for an option fall within a 

blackout period or within nine business days following the expiration of a blackout period, such 

expiration date shall be automatically extended to the tenth business day after the end of the blackout 

period. Options which have been granted pursuant to the Equity Compensation Plan vest over a five-

year period at a rate of 20% per year. The exercise price can be paid in cash or through a “broker 

cashless exercise” procedure, whereby the reserve of Common Shares is deducted in full accordingly. 

The maximum number of Common Shares which may be optioned in favour of any single individual 

shall not exceed 5% of the total number of outstanding Common Shares. The maximum number of 

Common Shares which may be issuable at any time to insiders of the Company shall not exceed 10% 

of the total number of outstanding Common Shares at such time. Moreover, the maximum number of 

Common Shares issued to insiders of the Company within any one-year period shall not exceed 10% 

of the total number of outstanding Common Shares at such time. 

 

In addition, the Equity Compensation Plan provides that, where an optionee's employment terminates 

for cause or for a serious reason, the vested portion of an option may not be exercised from the date 

of termination of such employment. Where an optionee's employment terminates by reason of death, 

injury or disability, the vested portion of an option at the date of termination of employment may be 

exercised within 180 days after such date or prior to the expiration of the original term of the option, 

whichever occurs first. Where an optionee's employment terminates by reason of retirement, and the 

optionee's age and his/her number of years of service total 70 years or more, taking into account only 

whole years, the vested portion of an option at the date of termination of employment and the portion 

of an option to be vested within two years following such date may be exercised within 90 days after 

the expiration of such two-year period or prior to the expiration of the original term of the option, 

whichever occurs first. In all other circumstances of termination, the vested portion of an option at 

the date of termination of employment may be exercised within 90 days after such date or prior to 

the expiration of the original term of the option, whichever occurs first.  

 

The Equity Compensation Plan authorizes the Board to make certain amendments without shareholder 

approval, including, without limitation, the following types of amendments:  

(i) any limitations of conditions on participation in the Equity Compensation Plan (other than 

to the eligibility for participation); 

(ii) any amendment to any terms upon which options may be granted and exercised, including 

but not limited to, the terms relating to the amount and payment of the option price, 

vesting, expiry and adjustment of options, or the addition or amendment of terms relating 

to the provision of financial assistance to optionees or of any cashless exercise features;  

(iii) any amendment to the Equity Compensation Plan to permit the granting of deferred or 

restricted share units under the Equity Compensation Plan or to add or to amend any other 

provisions which would result in participants receiving securities of the Company while no 

cash consideration is received by the Company; 

(iv) any change that is necessary or desirable to comply with applicable laws, rules or 

regulations of any stock exchange on which the shares of the Company are listed;  

(v) any correction or rectification of any ambiguity, defective provision, error or omission in 

the Equity Compensation Plan or in any option; 

(vi) any amendment to the definitions contained in the Equity Compensation Plan and any 

other amendments of a clerical nature; and 

(vii) any amendment to the terms relating to the administration of the Equity Compensation 

Plan; 
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provided that such amendments to the terms of any previously granted option may not lead to 

significant or unreasonable dilution in the Company's outstanding securities or provide additional 

benefits to eligible participants, especially insiders, at the expense of the Company and its existing 

security holders, in which case approval of the shareholders of the Company must be obtained.  

 

During fiscal 2015, the Board exercised its discretion under the Equity Compensation Plan to amend 

the terms of previously granted options in relation to the sale of the Company’s Bakery Division and 

accelerated the vesting of all 340,784 options previously granted to key employees of the Bakery 

Division. None of such Bakery Division key employees are NEOs.  

The approval of the shareholders of the Company is required if the amendment to the Equity 

Compensation Plan relates to the following:  

(i) any amendment to increase the maximum number of Common Shares issuable under the 

Equity Compensation Plan, except for adjustments in the event that such Common Shares 

are subdivided, consolidated, converted or reclassified by the Company or that any other 

action of a similar nature affecting such Common Shares is taken by the Company;  

(ii) any amendment to reduce the exercise price or purchase price of any option; 

(iii) any amendment to extend the term of any option; 

(iv) any amendment to make a change to the class of persons eligible to participate under the 

Equity Compensation Plan; and  

(v) any amendment which would permit any option granted under the Equity Compensation 

Plan to be transferable or assignable, other than by will or under succession laws (estate 

settlement); 

provided that Common Shares held directly or indirectly by insiders benefiting from the amendment 

in (ii) and (iii) shall be excluded when obtaining such shareholder approval.  

 

The Equity Compensation Plan provides that in the event of (i) a proposed amalgamation, merger or 

consolidation of the Company; (ii) a proposed liquidation, dissolution or winding-up of the Company; 

(iii) an offer to purchase the Common Shares or any part thereof made to all holders of Common 

Shares; or (iv) a change of control, the Board may (i) provide for the substitution, replacement or 

assumption of options granted by the acquiring or surviving entity; (ii) terminate the options 

outstanding, other than the options already vested; (iii) make options exercisable in full; or (iv) change 

the vesting conditions and the expiration date of the options. A change of control under the Equity 

Compensation Plan consists of (i) a sale of all or substantially all of the assets of the Company and its 

subsidiaries; or (ii) a sale, directly or indirectly, resulting in more than 50% of the Common Shares 

being held, directly or indirectly, by another person (other than a wholly-owned subsidiary of the 

Company). 

 

As of May 25, 2015, of the 45,498,260 Common Shares authorized for issuance under the Equity 

Compensation Plan, 13,727,009 Common Shares had been issued (or 3.5% of the Common Shares 

outstanding at such date), there were 19,644,352 options outstanding (representing 

19,644,352 Common Shares or 5.0% of the Common Shares outstanding at such date) 

and 12,126,899 options remaining available for future grants (representing 12,126,899 Common 

Shares or 3.1% of the Common Shares outstanding at such date). Of the 19,644,352 options 

outstanding as of May 25, 2015, 9,551,523 options were exercisable and 10,092,829 will vest at a rate 

of 20% per year, on each of the first five anniversaries of their date of grant. 
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D I R EC T OR S  AN D  OF F I CE R S ’  I N SU RAN C E  C OV E R AGE  

 

The Company carries liability insurance in an amount limited to $100 million with respect to its 

directors and officers as a group, subject to a $500,000 deductible. For fiscal 2015, the total annual 

premium in respect of such insurance was $233,964, all of which was paid by the Company and 

charged to earnings. 

 

I N D EB T E D NE SS  OF  D I R E C T ORS  AND  E X EC U T I V E  OF F I C E RS  

 

None of the directors and other executive officers of the Company, nor any of their associates, are 

indebted towards the Company in respect of loans, advances or guarantees of indebtedness.  

 

AP P O I N T M E N T  OF  AU D I T OR S  

 

Deloitte LLP, chartered accountants, have been the auditors of the Company since 1992. 

 

Except where the authority to vote in favour of the appointment of Deloitte LLP is withheld, the persons 

whose names are printed on the form of proxy intend to vote FOR the appointment of Deloitte LLP, 

chartered accountants, as auditors of the Company and to vote FOR authorizing the Board to 

determine their remuneration. The auditors will hold office until the next Annual Meeting or until their 

successors are appointed. 

 

During fiscal 2015, the Company retained its auditors, Deloitte LLP, to provide services. Details of the 

services and amounts paid to Deloitte LLP are presented in the section “External Auditors’ Fees (By 

Category)” of the Annual Information Form of the Company for the year ended March 31, 2015. Copy 

of this document can be found on SEDAR at www.sedar.com or by contacting the Secretary of the 

Company at its head office, 6869 Métropolitain Boulevard East, Montréal, Québec H1P 1X8, Telephone: 

514-328-6662. 

 

I N T E R ES T  OF  M AN AGE M E N T  AN D  OT H E R S  I N  T R A NS AC T I ONS  

 

In the normal course of business, the Company receives and provides goods and services from and to 

companies subject to control or significant influence through ownership by its principal shareholder. 

These goods and services are of an immaterial amount and compensated by a consideration equal to 

their fair value, comparable to similar arms’ length transactions. Reference is made to the note of the 

Consolidated Financial Statements of the Company that describes the related party transactions. See 

“Additional Information”. 

 

S H AR EH OL D E R  P ROP OS AL S  

 

A shareholder proposal submitted for consideration of the Company’s shareholders is attached as 

Schedule “A”. For the reasons set forth below the proposal in Schedule “A”, the Board recommends 

that shareholders vote against the proposal. The persons whose names are printed on the enclosed 

form of proxy will vote the Common Shares represented thereby against the shareholder proposal, 

unless the shareholder of the Company has given contrary instructions in such form of proxy.  
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Subject to the Canada Business Corporations Act, certain shareholders of the Company may submit 

to the Company proposals to be considered at the next annual meeting of the Company. All 

shareholder proposals must be received by the Company no later than March 6, 2016. 

 

AD D I T I ON AL  I N FOR M AT I ON  

 

The Company’s financial information is included in the Consolidated Financial Statements of the 

Company and notes thereto, as well as in the accompanying Management’s Discussion and Analysis 

for the fiscal year ended March 31, 2015. Copies of these documents and additional information 

concerning the Company can be found on SEDAR at www.sedar.com, and may also be obtained upon 

request to the Secretary of the Company at its head office, 6869 Métropolitain Boulevard East, 

Montréal, Québec H1P 1X8, Telephone: 514-328-6662. 

 

GE N E R AL  

 

Except as otherwise specifically indicated, the information contained herein is given as of May 25, 

2015. Management of the Company presently knows of no matters to come before the Meeting other 

than matters identified in the Notice of Meeting. If any matter should properly come before the 

Meeting, the persons named in the form of proxy will vote on such matters according to their best 

judgment. 

 

AP P R OV AL  OF  T HE  D I R E C T OR S  

 

The directors of the Company have approved the content and the sending of this Circular. 

 

Montréal, Québec, June 4, 2015. 

 

 

        

 

 

 

(signed) Emanuele (Lino) Saputo 

Emanuele (Lino) Saputo, C.M., O.Q., Dr h.c. 

Chairman of the Board 
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SCHEDULE A - SHAREHOLDER PROPOSAL 

 

 

 

The following proposal was submitted by Mouvement d’éducation et de défense des actionnaires 

(MÉDAC) of 82 Sherbrooke Street West, Montreal, Quebec, H2X 1X3, a holder of Common Shares, for 

consideration at the Meeting. The proposal was submitted in French and translated into English by 

the Company. The Board opposes this proposal for the reasons set out below. 

 

Advisory vote on executive compensation 

 

It is proposed that the board of directors adopt a policy stipulating that the compensation policy of 

its five most senior executives be subject to an advisory vote by the shareholders. 

 

Currently, shareholders of Saputo Inc. cannot voice their opinions on executive compensation policies.  

Today, the shareholders of close to one hundred companies have this possibility.  

 

The advisory vote on executive compensation is a basic component of sound relations with 

shareholders and enables the board of directors to ensure shareholder satisfaction with its 

compensation policy and to maintain open dialogue with its shareholders, regardless of the number 

of shares they hold, which enables the company to maintain its good reputation with i ts various 

stakeholders and the investment community. It also eliminates an excessive withholding of votes for  

directors sitting on compensation committees and thereby avoids tarnishing their reputation as 

directors when the shareholders do not have the advisory vote to voice their dissatisfaction. To us, 

dissatisfaction with regard to a compensation policy must be voiced with regard to the entire board 

of directors and not just a few directors.  

 

THE BOARD RECOMMENDS VOTING AGAINST THE PROPOSAL FOR THE FOLLOWING REASONS: 

 

The Company and the Board appreciate the importance that shareholders place on effective executive 

compensation programs and are committed to proactive, open and responsive communications with 

shareholders that allow receipt of meaningful and specific comments, which can be considered and 

used to address shareholder concerns in a timely manner.  

 

By electing the members who make up the Board each year, shareholders grant them a well-defined 

mandate to supervise the management of the business and internal affairs of the Company. One of 

the main responsibilities of the Board is to oversee the compensation policy of the Company’s senior 

executives with the objective of stimulating profitable return on investments and long term growth. 

The Company believes that the compensation of its executives, including the NEOs, is a complex area 

that requires thoughtful deliberation over time to arrive at the right mix or balance, and does not 

lend itself to a direct “for” or “against” vote. In order to rigorously fulfill its responsibilities, the Board 

is supported by the Corporate Governance and HR Committee, composed entirely of independent 

members.  

 

Each member of the Corporate Governance and HR Committee, whose responsibility includes ensuring 

that the Company’s executive compensation policies and practices are suited to the Company’s 

business, is experienced in executive compensation. When making recommendations to the Board of 

Directors with respect to compensation, the Corporate Governance and HR Committee uses its skills 

and its knowledge of the Company, its operations and the market in which it evolves, has the benefit 
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of external professional guidance and follows the process described under the section “Compensation 

Discussion and Analysis”. With respect to external professional guidance, the Corporate Governance 

and HR Committee has retained, for over the past ten years, PCI-Perrault Consulting Inc. (“PCI”), an 

independent compensation consulting firm, for advice relating to the competitiveness and 

appropriateness of the compensation programs of the Company’s executives. The services provided 

by PCI include advice on compensation policies and practices, including base salaries, short and long-

term incentive programs and pension benefits. The Corporate Governance and HR Committee 

therefore acts in a rigorous and informed manner.  

 

The Company believes that the Corporate Governance and HR Committee is in the best position to 

oversee executive compensation of the Company, and should not be substituted by a vote by 

shareholders, even non-binding, on executive compensation. 

 

Therefore, the Board believes that the adoption of this proposal would not be in the interest of the 

Company and its shareholders. Instead of holding such a vote, the Board invites shareholders who 

have questions or comments about the Company’s compensation policy to submit them to the 

Company or the Chair of the Corporate Governance and HR Committee. 

 

For these reasons, the Board recommends that shareholders vote AGAINST this proposal.  
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SCHEDULE B - BOARD MANDATE 

 

 

The Board of Directors (the “Board”) is responsible for the stewardship of Saputo Inc. (the “Company”). 

As such, the Board establishes all Company policies, oversees and assesses management’s strategic 

decisions, and has full power for duties that are not specifically delegated to its committees or to 

management. The Board is also responsible for overseeing the management of the Company’s 

business by taking into account the best interests of the Company and its shareholders in general. 

Management’s role is to conduct the Company’s day-to-day operations so as to ensure that this 

objective is met.   

BOARD ORGANIZATION 

 

 The directors are elected annually by the Company’s shareholders. These directors, together with 

those appointed between annual meetings to fill vacancies or as additional directors, make up 

the Board of the Company. 

 

 The Board must be composed of a majority of independent directors as defined by applicable 

legislation. 

 

 The Chair of the Board must be appointed by a resolution of the Board, and a Lead Director must 

be appointed if the Chair of the Board is not an independent director. The Lead Director must be 

appointed by a resolution of the independent members of the Board.  

 

 The Board meets at least five times per year and may call special meetings as required. Board 

meetings may be held at the request of any director. 

 

 The independent directors meet without management in attendance, following each meeting of 

the Board. The Chair of the Board, or Lead Director if the Chair is not an independent director, 

chairs the meetings.  

 

 The Chair of the Board and the Lead Director approve meeting agendas and ensure that 

documents referred to in the agenda are forwarded to directors sufficiently in advance for their 

perusal.  

 

 The Board may, as required, invite any person deemed appropriate to a Board meeting to take 

part in discussions on the Company’s business. However, such a person may not at any time vote 

at a Board meeting.  

 

 The minutes of Board meetings must accurately reflect the significant discussions and the 

decisions of the Board and must be circulated to the members of the Board, with copies to the 

Chief Executive Officer and to the Chief Financial Officer. 

 

 The Board has full access to members of senior management and other personnel, as wel l as to 

documents of the Company and its affiliates. The Board is granted the resources it needs to 

perform its duties and is able to retain the services of external consultants for support in carrying 

out its mandate.  
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RESPONSIBILITIES 

 

The Board takes on the following responsibilities:  

 

1) reviewing and approving the Company’s strategic orientation: identification of short, 

medium and long-term qualitative and quantitative objectives, annual approval of the 

strategies for achieving them, which strategies take into account opportunities and 

risks, and monitor the achievements of management;  

 

2) reviewing and approving the Company’s annual budget; 

 

3) periodically studying and approving the results obtained by the Company in 

comparison with objectives pursued; determining the causes of any discrepancies and 

approving the appropriate corrective actions, if any;  

 

4) reviewing and approving the dividend policy and approving the declaration of 

dividends for payment, when required; 

 

5) monitoring, where possible, the integrity of the Chief Executive Officer and other 

senior executives, as well as ensuring that each of them promotes a culture of  integrity 

within the Company;  

 

6) reviewing and approving the appointment, compensation, indemnification, and 

succession and education plans for the Chief Executive Officer, the President and Chief 

Operating Officer, the Chief Financial Officer, the Chief Human Resources Officer and 

divisional Presidents;  

 

7) reviewing the performance of the Chief Executive Officer in light of his position 

description and objectives to be met;  

 

8) implementing and supervising a process for assessing the performance of the Board 

and the directors, as well as periodically evaluating their performance;  

 

9) implementing and supervising the process to select and recruit candidates for the 

Board of directors;  

 

10) determining the independence, or lack thereof, of each director;  

 

11) implementing and supervising the orientation and continuing professional 

development programs of directors;  

 

12) reviewing and approving the compensation and indemnification of directors;  

 

13) ensuring, as feasible, that each director acts with integrity and good faith in the best 

interest of the Company, with the diligence and the skills that would present, in such 

circumstances, a prudent and diligent person; 
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14) identifying the main risks associated with the Company’s business and ensuring the 

deployment of appropriate measures to enable risk management;  

15) overseeing the integrity of the Company’s management information and internal 

control systems; 

 

16) monitoring compliance of the Company with laws, regulations and norms applicable  

to it and its activities; 

 

17) establishing and overseeing the implementation of the environmental policy;  

 

18) establishing and overseeing the implementation of the food safety and quality policy;  

 

19) establishing and overseeing the implementation of the corporate disclosure policy, 

and reviewing and approving the continuous disclosure documents, such as the 

financial statements, management proxy circular, annual information form and annual 

report; 

 

20) approving significant acquisitions and sales of assets or shares, any major contract, 

including financing agreements and agreements under which guarantees are given or 

substantial assets are given as security, as well as any other important matter or any 

major development concerning the Company or the industry in which it operates; 

 

21) approving the Company’s approach to corporate governance, in particular adopting 

corporate governance principles and guidelines that apply specifically to the Company;  

 

22) establishing and overseeing the implementation of the Code of Ethics;  

 

23) deploying appropriate measures to receive comments from the Company’s 

shareholders;  

 

24) annually reviewing the Board’s mandate; and 

 

25) reviewing any other matter or issue that may be referred to it by one of the Board 

committees or that the Board deems appropriate to be mandated to act on.  

 

In general, the Board has the responsibility to approve all matters that lie within the powers of 

directors under the Canada Business Corporations Act and any other applicable law.  

 

The Board may request the assistance of Board committees in performing its duties, and delegate 

responsibilities to them if it deems appropriate.  

 


