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Dear Shareholder,

We cordially invite you to join the members of the Board of Directors and management for the Annual Meeting of the Holders of Common Shares of National
Bank of Canada to be held at 9:00 a.m. (EDT) on Wednesday, March 30, 2011 at the Centre Mont-Royal, located at 2200 Mansfield Street, Montreal,
Quebec, Canada.

The Annual Meeting is an opportunity for us to present our results and current projects, and for you to voice your opinion on the matters put to a vote at
this Meeting and ask questions.

At this Meeting, Pierre Bourgie, Shirley A. Dawe and Marcel Dutil will not be seeking to renew their mandates as Bank directors. We would like to thank
them for their contribution to the work of the Bank’s Board during the years they served as directors. Moreover, Gillian H. Denham joined the Board this

past yearand Jean Houde and Pierre Thabet are new nominees to fill the director positions.

Once again this year, you will be invited to participate in an advisory vote to have your say on the approach taken by the Board of Directors of the Bank
with respect to executive compensation. Detailed information about executive compensation is presented in this Management Proxy Circular.

The proposals to be voted on at this Meeting are also set out in this Circular. Please take the time to examine the information provided concerning these
proposals.

The Circular and the 2010 Annual Report, which includes the Consolidated Financial Statements for the year ended October 31, 2010 and the auditors’
report thereon, are available on the Bank’s website (www.nbc.ca).

Your participation is important to us. If you cannot attend in person, you can nonetheless express your opinion on the matters put to a vote by using the
enclosed form of proxy or voting instruction form.

There will be a live webcast of this Meeting available at www.nbc.ca/investorrelations.

Sincerely,

NATIONAL BANK OF CANADA

(signed) Jean Douville (signed) Louis Vachon

Chairman of the Board President and Chief Executive Officer
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NOTICE OF ANNUAL MEETING OF THE HOLDERS OF COMMON SHARES OF NATIONAL BANK OF CANADA

Date: Wednesday, March 30, 2011
Time: 9:00 a.m. (EDT)
Place: ~ Centre Mont-Royal
2200 Mansfield Street
Montreal, Quebec
Canada

Purposes of the meeting:

1. Toreceive the Consolidated Financial Statements for the fiscal year ended October 31, 2010 and the auditors’ report thereon;

2. Toelect the directors;

3. To consider an advisory resolution to accept the approach taken by the Board of Directors of National Bank of Canada (the “Bank”) with respect to
executive compensation;

4. To appoint Samson Bélair/Deloitte & Touche s.e.n.c.r.l. as auditors;

To examine the shareholder proposals, as set out in Schedule A to the Management Proxy Circular (the “Circular”); and

6. Totransact any other business which may properly come before the meeting.

(%2

By order of the Board of Directors

NATIONAL BANK OF CANADA

(signed) Linda Caty
Vice-President and Corporate Secretary

February 11, 2011

Who can vote

Holders of Common Shares of the Bank whose shares are listed in the Bank’s register in their name, the name of a broker or other intermediary, or the
name of a duly authorized agent, on February 11, 2011 at 5:00 p.m. (EST), are entitled to receive notice of the Annual Meeting of the Holders of Common
Shares of the Bank (the “Meeting”) and to cast one vote per Common Share held, subject to the restrictions set out in the Bank Act (Canada) (the “Act”).

Common Shares outstanding on the record date
On the record date forthe Meeting, namely, February 11, 2011, 163,638,325 Common Shares of the Bank were outstanding and eligible to be voted at the
Meeting, subject to the restrictions set out in the Act.

Exercising voting rights

Registered holders of Common Shares may exercise their voting rights by attending the Meeting or by completing a form of proxy. Registered holders of
Common Shares who are unable to attend the Meeting are asked to complete, date and sign the enclosed form of proxy. Proxies can be returned by mail
i) using the pre-addressed, postage-paid envelope provided or ii) to Computershare Trust Company of Canada at 100 University Avenue, 9th Floor, Toronto,
Ontario, Canada M5]J 2Y1, or by fax to 1-866-249-7775. To be valid, the form of proxy must be received by Computershare Trust Company of Canada no
later than 5:00 p.m. (EDT) on Monday, March 28, 2011.

For more information on the procedure to be followed by holders of Common Shares who received a voting instruction form, please refer to “How to Vote”
in Section 1 of this Circular and the instructions received from your broker.

Forany questions regarding the Circular or the exercise of voting rights, please contact the proxy solicitation firm, Georgeson Shareholder Communications
Canada Inc., by calling 1-888-605-8407.
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ABBREVIATIONS USED

The following abbreviations are used from time to time in this

Management Proxy Circular.
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CAUTION REGARDING FORWARD-LOOKING STATEMENTS IN THIS
MANAGEMENT PROXY CIRCULAR

From time to time, the Bank makes written and oral forward-looking
statements, such as those contained in certain filings with Canadian
securities regulators, and in other communications, for the purpose of
describing the economic environment in which the Bank will operate during
fiscal 2011 and the objectives it has set for itself for that period. These
forward-looking statements are made pursuant to the “safe harbour”
provisions of Canadian and U.S. securities legislation. They include, among
others, statements with respect to the economy—particularly the Canadian
and U.S. economies—market changes, observations regarding the Bank’s
objectives and its strategies for achieving them, Bank projected financial
returns and certain risks faced by the Bank. These forward-looking
statements are typically identified by future or conditional verbs or words
such as “outlook”, “believe”, “anticipate”, “estimate”, “project”, “expect”,
“intend”, “plan”, and terms and expressions of similar import.

By their very nature, such forward-looking statements require
assumptionsto be made and involve inherent risks and uncertainties, both
general and specific. Assumptions about the performance of the Canadian
and U.S. economies in 2011 and how that will affect the Bank’s business
are among the main factors considered in setting the Bank’s strategic
priorities and objectives and in determining its financial targets, including
provisions for credit losses. In determining its expectations for economic
growth, both broadly and in the financial services sector in particular, the
Bank primarily considers historical economic data provided by the Canadian
and U.S. governments and theiragencies. Tax laws in the countries in which
the Bank operates, primarily Canada and the United States, are major factors
it considers when establishing its effective tax rate. There is a strong
possibility that express orimplied projections contained in such statements
will not materialize or will not be accurate. The Bank recommends that
readers not place undue reliance on these statements, as a number of
factors, many of which are beyond the Bank’s control, could cause actual
future results, conditions, actions or events to differ materially from the
targets, expectations, estimates or intentions expressed in the forward-
looking statements. These factors include the management of credit, market
and liquidity risks; the strength of the Canadian and U.S. economies and
the economies of other countries in which the Bank conducts business; the
impact ofthe movement of the Canadian dollarrelative to other currencies,
particularly the U.S. dollar; the effects of changes in monetary policy,
including changes in interest rate policies of the Bank of Canada and the
U.S. Federal Reserve; the effects of competition in the markets in which
the Bank operates; the impact of changes in the laws and regulations
regulating financial services and enforcement thereof (including banking,
insurance and securities); judicial proceedings, regulatory proceedings or
claims, class actions or other recourses of various nature; the situation
with respectto the restructured notes of the masterasset vehicle conduits,
in particularthe realizable value of underlying assets; the Bank’s ability to
obtain accurate and complete information from or on behalf of its clients
orcounterparties; the Bank’s ability to successfully realign its organization,
resources and processes; its ability to complete strategic acquisitions and
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integrate them successfully; changes in the accounting policies and methods
the Bank uses to report its financial condition, including uncertainties
associated with critical accounting assumptions and estimates; the Bank’s
ability to recruit and retain key officers; operational risks, including risks
related to the Bank’s reliance on third parties to ensure access to the
infrastructure essential to the Bank’s business as well as other factors that
may affect future results, including changes in trade policies; timely
development of new products and services; changes in estimates relating
to reserves; changes in tax laws; technological changes; unexpected
changes in consumer spending and saving habits; natural disasters; the
possibleimpactonthe business from public health emergencies, conflicts,
other international events and developments, including those relating to
the waron terrorism; and the Bank’s success in anticipating and managing
the foregoing risks. A substantial amount of the Bank’s business involves
making loans or otherwise committing resources to specific companies,
industries or countries. Unforeseen events affecting such borrowers,
industries or countries could have a material adverse effect on the Bank’s
financial results, businesses, financial condition, or liquidity.

Theforegoing list of risk factors is not exhaustive. Additional information
about these factors can be found under “Risk Management” and “Factors
That Could Affect Future Results” in the Annual Report for the fiscal year
ended October 31, 2010. Investors and others who base themselves on the
Bank’s forward-looking statements should carefully consider the above
factors as well as the uncertainties they represent and the risk they entail.
The Bank also cautions readers not to place undue reliance on these forward-
looking statements. Except as required by law, the Bank does not undertake
to update any forward-looking statements, whether written or oral, that
may be made from time to time, by it or on its behalf.

The forward-looking information contained in this document is
presented forthe purpose of interpreting the information contained herein
and may not be appropriate for other purposes.



MANAGEMENT PROXY CIRCULAR
As at February 11, 2011 (unless otherwise indicated)

SECTION 1

VOTING INFORMATION

This Circular is provided in connection with the solicitation of proxies by
management of the Bank, forthe purposes set forth in the Notice of Meeting,
foruse atthe Meeting to be held at 9:00 a.m. (EDT) on Wednesday, March 30,
2011 at the Centre Mont-Royal, 2200 Mansfield Street, Montreal, Quebec,
Canada, and, if adjourned, at any reconvening thereof.

WHO CAN VOTE

Holders of Common Shares of the Bank whose shares are listed in the Bank’s
registerin theirname, the name of a securities broker orotherintermediary,
orthe name of a duly authorized agent, on February 11, 2011 at 5:00 p.m.
(EST), are entitled to receive notice of the Meeting and to cast one vote per
Common Share held, subject to the restrictions set out in the Act.

Registered holders are holders whose Common Shares are registered
in their name in the Bank’s register. Beneficial owners are holders whose
Common Shares are not registered in theirname in the Bank’s register, but
rather are held in their name by a nominee, such as a securities broker,
other intermediary or a duly authorized agent.

On the record date for the Meeting, namely, February 11, 2011,
163,638,325 Common Shares of the Bank were outstanding and eligible to
be voted at the Meeting, subject to the restrictions set out in the Act.

Holders of Common Shares are entitled to cast one vote per share held
on the matters set out in the Notice of Meeting. However, the Act contains
provisions prohibiting the exercise of voting rights attached to shares of
the Bank beneficially owned by:

i) the Government of Canada or of a province;

ii) the government of a foreign country or of any political subdivision of
a foreign country;

iii) an agency of any of these entities;

iv) a person who has acquired a significant interest in a class of Bank
shares (more than 10% of the shares in the class) without the approval
of the Minister of Finance (Canada); or

v) apersonwho holds a significantinterestin a class of shares of another
widely held bank or bank holding company with equity of $8 billion
or more.

In addition, no person and no entity controlled by any person may cast
votes in respect of any shares beneficially owned by the person orthe entity
that represent, in the aggregate, more than 20% of the eligible votes.

To the knowledge of the directors and senior management of the Bank,
and according to the latest data available, no person beneficially owns,
directly orindirectly, or exercises control or direction over more than 10%
of the outstanding Common Shares of the Bank.

HOW TO VOTE

Registered Holders — Registered holders of Common Shares of the Bank
may vote in person at the Meeting, or may complete, sign and return the
enclosed form of proxy. This form of proxy authorizes a proxyholder to
represent and vote on behalf of a registered holder at the Meeting.

Beneficial Owners — To vote in person at the Meeting, beneficial owners
must:

— insert their own name as proxyholder in the space provided for this
purpose on the voting instruction form;

— not otherwise complete the form as their vote will be taken at the
Meeting; and

—  return the voting instruction form following the procedure indicated
on the form.

Beneficial owners unable to attend the Meeting may also exercise
theirvote by completing, signing and returning the voting instruction form
senttothem by theirbrokerorany otherintermediary following the procedure
indicated on the form.

The voting instruction form authorizes proxyholders to represent
beneficial owners and vote on theirbehalf at the Meeting. Securities brokers,
otherCanadian intermediaries and their duly authorized agents are prohibited
from exercising the voting rights attached to Common Shares on behalf of
beneficial owners unless they are specifically instructed to do so.

Appointment of Proxyholders

The proxyholders already designated in the form of proxy or voting instruction
form are directors of the Bank. If a registered holder or beneficial owner
wishes to appoint as his or her proxyholder to represent him or her at the
Meeting a person other than those whose names are printed on the form
of proxy or voting instruction form, he or she may do so by striking out the
names appearing thereon and inserting such other person’s name in the
blank space provided.

If the registered holder or beneficial owner is not a natural person,
the form of proxy or voting instruction form must be signed by a duly
authorized officer or agent of said registered holder or beneficial owner.
A proxyholder need not be a holder of Common Shares of the Bank.

To be valid, the form of proxy must be returned by mail i) in the pre-
addressed, postage-paid envelope provided or ii) to Computershare Trust
Company of Canada at 100 University Avenue, 9th Floor, Toronto, Ontario,
Canada M5) 2Y1, or by fax to 1-866-249-7775, and received no later than
5:00 p.m. (EDT) on Monday, March 28, 2011.

Forthe votinginstruction form to be valid, it must be returned following
the procedure indicated on the form.
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SECTION 1 VOTING INFORMATION (CONT.)

Exercising Voting Rights

The proxyholder named in the form of proxy or voting instruction form will

exercise the voting rights attached to the Common Shares in accordance

with the instructions given by the registered holder or beneficial owner.
If no instructions are given, the directors of the Bank designated as

proxyholders on the form of proxy or voting instruction form will exercise

the voting rights attached to the Common Shares as follows:

—  FORthe election of each of the director nominees;

—  FOR the advisory resolution on the Board’s approach to executive
compensation;

—  FORthe appointment of SB/DT as auditors; and

—  AGAINST Proposals Nos. 1, 2 and 3 presented by a shareholder and
set outin Schedule A to this Circular.

Ifnoinstructions are given, any other proxyholderwill have discretionary
authority when exercising the voting rights attached to the Common Shares
concerning these matters.

The proxyholder has discretionary authority with respect to any
amendments or variations proposed at the Meeting to the matters set out
in the form of proxy orvotinginstruction form and any otherbusiness which
may properly come before the Meeting.

As at the date of this Circular, management of the Bank is not aware
that any amendment or other matter is to be presented at the Meeting.

Revocation of Proxies or Voting Instructions
Registered holders may revoke their proxy as follows:

i)  bydelivering a written notice to this effect, signed by them or by their
duly authorized agent to:

—  theHead Office of the Bank, c/o Corporate Secretary’s Office, National
Bank of Canada, 600 De La Gauchetiére Street West, 4th Floor,
Montreal, Quebec, Canada H3B 4L2, no laterthan 5:00 p.m. (EDT) on
the last business day preceding the date of the Meeting, namely,
Tuesday, March 29, 2011, or prior to any reconvening thereof in case
of an adjournment; or

—  theChairman of the Meeting on the day of the Meeting, or, ifadjourned,
any reconvening thereof; or

ii)  bycompleting, signing and returning to Computershare Trust Company
of Canada, in the manner set out on the form, a new form of proxy

bearing a later date than the form already returned.

Beneficial owners may revoke their voting instructions by following
their broker’s instructions.
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Confidentiality of Votes

To protect the confidential nature of voting, the votes exercised by registered
holders are received and compiled for the Meeting by Computershare, the
Bank’s registrarand transferagent, while the votes exercised by beneficial
owners are compiled and submitted by intermediaries to Computershare.
Computershare submits a copy of a form of proxy to the Bank only when a
registered holderclearlywishesto express a personal opinion to management,
orwhen necessary to comply with legal requirements.

SOLICITATION OF PROXIES

The proxies will be solicited by regular or electronic mail, by telephone or
in person. Employees, officers, directors or agents of the Bank will solicit
the proxies. The Bank will use the services of the proxy solicitation firm
Georgeson Shareholder Communications Canada Inc. and estimates that
it will pay approximately $32,000 in fees for these services.



SECTION 2

BUSINESS OF THE MEETING

RECEIPT OF THE CONSOLIDATED FINANCIAL STATEMENTS

AND THE AUDITORS’ REPORT

The Consolidated Financial Statements of the Bank for the fiscal year ended
October 31, 2010 and the auditors’ report thereon are an integral part of the
2010 Annual Report of the Bank, which is available on its website

(www.nbc.ca) and on the SEDAR website (www.sedar.com).

ELECTION OF DIRECTORS

The number of directors to be elected at the Meeting is 15. Pierre Bourgie
stepped down from the Board of Directors of the Bank and its committees
in August 2010. Shirley A. Dawe and Marcel Dutil will not be seeking to
renew their mandates as directors. Gillian H. Denham joined the Board in
October 2010 and is seeking to renew her mandate, while Jean Houde and
Pierre Thabet are new director nominees.

The CRCGC recommended to the Board the director nominees. Their
names and career profiles are presented in Section 3 of this Circular. This
section also presents the names of the reportingissuers® as well as public
and parapublic corporations on whose boards the nominees currently serve
or have served in the past five years.

If no instructions are given, the directors of the Bank designated as
proxyholders on the form of proxy or voting instruction form will exercise
the voting rights attached to the Common Shares FOR the election of each
of the director nominees.

Alldirectors elected at the Meeting will hold office until theirresignation
or the election or appointment of their replacement, or until the close of
the next Annual Meeting of the Holders of Common Shares of the Bank.

A majority voting rule is in effect for purposes of electing director
nominees. Formore information, please referto the Statement of Corporate
Governance Practices in Schedule B to this Circular.

ADVISORY VOTE ON THE APPROACH TO EXECUTIVE COMPENSATION

The Board, assisted by the HRC, is responsible for determining the underlying
objectives and principles of the Bank’s executive compensation philosophy.
The Board’s role is to clearly explain to shareholders the key components
of this compensation and how its approach is aligned with the Bank’s
strategic objectives.

By putting its approach to executive compensation to an advisory
vote, the Board shows its commitment to the Bank’s shareholders and
recognizes its responsibility regarding decisions made concerning executive
compensation. Moreover, the Board believes it is essential forthe holders
of Common Shares of the Bank to be well informed and to fully understand
the principles on which its compensation-related decisions are based.

The HRC and the Board recommend voting FOR the advisory resolution
on the Board’s approach to executive compensation.

The resolution to be voted on is as follows:

“ltis resolved, on an advisory basis and not to diminish the role and
responsibilities of the Board of Directors of National Bank of Canada,
that the holders of Common Shares accept the approach to executive
compensation disclosed in National Bank of Canada's Management
Proxy Circular delivered in advance of the Annual Meeting of the holders
of Common Shares to be held in 2011.”

The above advisory resolution, upon which the holders of Common
Shares present or represented by proxy and entitled to vote at the Meeting
are asked to vote, is non-binding on the Board. However, the Board will
consider the results of the vote when reviewing its approach to executive
compensation.

Formoreinformation onthe Board’s approach to executive compensation,
please referto Sections 6 and 7 of this Circularand the information document
summarizing its approach to compensation available on the Bank’s website

(www.nbc.ca).

(1) In accordance with the definition of this term in Canadian securities legislation, a reporting
issuer is an issuer that has made a distribution of securities to the public.

APPOINTMENT OF AUDITORS

The ARMC and the Board recommend voting FOR the appointment of
SB/DT as auditors of the Bank for the fiscal year starting November 1, 2010
and ending October 31, 2011.

SB/DT has served as auditors of the Bank for the past five fiscal years.

The resolution regarding the appointment of the auditors must be adopted
by a majority of the votes cast by the holders of Common Shares present or
represented by proxy and entitled to vote at the Meeting.

Forinformation on the Guidelines forthe Management of Services Provided
by the External Auditors, please refer to “Information on the Audit and Risk
Management Committee of the Board of Directors” in the Annual Information
Form.

Auditors’ Fees

Each year, the ARMC recommends to the Board that it approve the fees to
be paid to the external auditors and the envelopes established under the
Guidelines forthe Management of Services Provided by the External Auditors.
The following table details fees billed by SB/DT to the Bank and to its
subsidiaries for various services rendered during the past two fiscal

years.
O] [©)
Audit services® 4,714,933 5,118,943
Audit-related services® 1,623,719 1,458,875
Tax consulting® 75,079 327,748
Other services® 154,248 209,988
Total 6,567,979 7,115,554

(1) These fees include fees for services related to the audit of the Consolidated Financial
Statements of the Bank and the financial statements of its subsidiaries or other services
normally provided by the external auditors in connection with statutory or regulatory filings
or engagements required by applicable legislation. They also include fees for comfort letters,
statutory audits, certification services, consents and assistance with the preparation and
review of documents filed with regulators, the interpretation of accounting and financial
reporting standards, and translation services for reports to shareholders.

(2) These fees include fees for certification and related services performed by the Bank’s external
auditors. They also include fees for services related to the conversion to IFRS, accounting
consultations in connection with acquisitions and divestitures and internal control reviews.

(3) These fees include fees for assistance in tax planning, during restructurings, and when taking
a tax position, as well as the preparation and review of income and other tax returns and tax
opinions.

(4) These fees include fees for consulting services for projects, risk management services, and
statutory and/or regulatory compliance services.

VOTING ON SHAREHOLDER PROPOSALS

The Bank received, within the time limits prescribed by the Act, proposals
from a shareholder and has included them in this Circular. The full text of
the proposals to be voted on by the holders of Common Shares is set out
in Schedule A to this Circular.

The Board and management of the Bank recommend voting AGAINST
Proposals Nos. 1, 2 and 3 forthe reasons stated at the end of each of these
proposals.

These proposals will be adopted if approved by a majority of the votes
cast by the holders of Common Shares present or represented by proxy and
entitled to vote at the Meeting.

The deadline by which the Bank must receive proposals from its
shareholders for presentation at the Annual Meeting of the Holders of
Common Shares to be held in 2012 is Monday, November 14, 2011 at
5:00 p.m. (EST).
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SECTION 3

|
INFORMATION ON
DIRECTOR NOMINEES

The following tables present information about each of the director nominees. This information includes a summary of their career profile, the Board
committees of which they are members, their attendance at the meetings of the Board and its committees during the past fiscal year, the names of the
reporting issuers as well as public and parapublic corporations on whose boards the nominees currently serve or have served in the past five years, as
well as the total number of securities they hold, either in the form of Common Shares of the Bank or DSUs.

Lawrence S. Bloomberg Career profile

Non-independent Mr. Bloomberg is an advisor to National Bank Financial, a Canadian securities brokerage firm, where he
68, Toronto, Ontario, Canada served as Co-Chairman of the Board and Co-Chief Executive Officer from 1999 to 2000. Previously, he was
Director since August 1999 Chairman of the Board, President and Chief Executive Officer of First Marathon Inc., a company he founded,

which merged with National Bank Financial Inc. in 1999. Mr. Bloomberg has contributed to the development
of many financial and non-financial companies. He currently serves as Chairman of the Board of Toronto’s
Mount Sinai Hospital and sits on the board of directors of the MaRS Discovery District. He has a Bachelor
of Commerce from Concordia University and an MBA from McGill University. He has been a CFA since 1970.
He is an Officer of the Order of Ontario. Both Concordia University and University of Toronto have awarded
him honorary doctorates.

Role on the Board of Meetings attended Reporting issuers and public and parapublic corporations

Directors of the Bank (during the past fiscal year)

Main areas of expertise:

— Entrepreneurship

- Finance/risk management

- Financial markets and services
- International markets

" " Director Role on boards and committees
I8 @Brmiies (during the past five years) (as at October 31, 2010)
Board member 16/17 94.1% N N
(during the past fiscal year) (as at October 31)
16/17 94.1%
Total Minimum required
Common Share Total market value of Meets the Bank’s share
Common Shares Price®  Common Shares and ownership requirements
Year Shares® DSUs®  and DSUs (3] DSUs ($) ($) Shares/DSUs for directors®
2010 35,750 - 35,750 67.13 2,399,898 350,000 5,214 685.6% | Yes
2009 35,458 - 35,458 56.39 1,999,477 350,000 6,207 571.2% Yes
2008 100,099 - 100,099 45.21 4,525,476 350,000 7,742 | 1,292.9% : Yes

André Caillé Career profile

Independent Mr. Caillé is a director of several corporations, including Junex Inc., an oil and gas exploration corporation,
67, Lac-Brome, Quebec, Canada for which he is a Strategic Advisor. Mr. Caillé has also been a member of the board of directors and of the
Director since October 2005 executive committee of the Quebec Oil and Gas Association since 2009. From 2004 to 2007, he served as

Chairman of the World Energy Council. From 1978 to 2005, he held many positions, including Deputy
Minister of the Environment of Quebec, President and Chief Executive Officer and Chairman of the Board
of Hydro-Québec, and President and Chief Executive Officer of Gaz Métro Inc., formerly known as Gaz
Métropolitain Inc. Mr. Caillé is involved with a number of charitable organizations, and is notably Co-Chairman
ofthe Board of the Fondation Pére Sablon. He has a Bachelor’s in specialized chemistry as well as a Master’s
and Doctorate in physical chemistry from Université de Montréal. He has been the recipient of many
prestigious awards, including the Pierre De Celles Award, and was also made a Knight of the Legion of
Honour of the French Republic. He has also received the Order of Canada and is an Officer of the Ordre
national du Québec. Université de Montréal, the Institut national de la recherche scientifique and Royal
Military College of Canada have all awarded him honorary doctorates.

Role on the Board of Meetings attended Reporting issuers and public and parapublic corporations

Directors of the Bank (during the past fiscal year)

Main areas of expertise:

- Corporate/public sector management
- Finance/risk management

- Governance

- Natural resources

" " Director Role on boards and committees
andlitslcommitiees (during the past five years) (as at October 31, 2010)
0/
Boa.rd member 1717 100% Junexinc. 2008 to date * Chair of the Compensation Committee
tChheagRacngcmember of 6/6 100% Quebecor World Inc.® 2005 - 2009 -
o
Member of the HRC 717 100% Securities held
Member of the (as at October 31)
0y
ARMC 13/14 928% Total Minimum required
Chair and member of Common Share  Total market value of Meets the Bank’s share
the IC®) 1/1 100% Common Shares and Price® Common Shares and Shares/ ownership requirements
Year Shares® DSUs® DSUs ©® DSUs ($) ) DSUs for directors®
TS A 2010 2,964 8,693 11,657 67.13 782,534 350,000 5,214 223.5% Yes
2009 2,150 6,806"  8,9567 5639 505,029”| 350,000 6,207 144.2% Yes
44/45 97.7% 2008 1,332 4,546 5,878 4521 265,744 | 350,000 7,742 75.9% | ey
after taking
office to meet(g)
requirements
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SECTION 3 INFORMATION ON DIRECTOR NOMINEES (cont.)

Role on the Board of
Directors of the Bank
and its committees

Board member

Gérard Coulombe
Non-independent
63, Sainte-Marthe, Quebec, Canada

Director since February 1994

Main areas of expertise:

- Commercial and corporate law

- Corporate/public sector management
- Financial markets and services

- Governance

Meetings attended

(during the past fiscal year) Director/Trustee

(during the past five years)

Career profile

Mr. Coulombe is a Senior Partner of the law firm Lavery, de Billy, L.L.P. where he practices commercial law.
From 1977 to 2007, he was Senior Partner at Desjardins Ducharme, L.L.P., where he chaired the board of
directors from 2000 to 2007. From 1972 to 1977, he was responsible for negotiating international tax
treaties on behalf of the Department of Finance Canada. He is a member of the board of directors of the
Club de hockey Canadien, inc. He also serves on the boards of directors of the following subsidiaries of the
Bank: FMI Acquisition Inc., National Bank Life Insurance Company, National Bank Group Inc., National Bank
Acquisition Holding Inc. and National Bank Trust Inc. Mr. Coulombe is actively involved in several charitable
organizations, particularly with the Canadian International Organ Competition. He has a Diploma of Law
from University of Ottawa and studied at Oxford University in the United Kingdom where he was a Rhodes
scholar. Mr. Coulombe was called to the Quebec Bar in 1969.

Reporting issuers and public and parapublic corporations

Role on boards and committees
(as at October 31, 2010)

17/17 100%

Overall meetings attended
(during the past fiscal year)

Cominar Real Estate Investment Trust

2007 to date ¢ Member of the Compensation Committee
* Member of the Nominating and Corporate Governance Committee

Securities held

Role on the Board of
Directors of the Bank

(as at October 31)
17/17 100%
Total Minimum required
Common Share Total market value of Meets the Bank’s share
Common Shares and Price®  Common Shares and Shares/ | ownership requirements for
Year Shares® DSUs®@ DSUs $) DSUs ($) ©$) DSUs directors®
2010 5,868 21,002 26,870 67.13 1,803,783 350,000 5,214 515.3% Yes
2009 5,356 18,923 24,279 56.39 1,369,093 350,000 6,207 391.1% Yes
2008 4,884 16,397 21,281 45.21 962,114 350,000 7,742 274.8% Yes
Bernard Cyr Career profile
Independent Mr. Cyr has been President of Cyr Holdings Inc., a holding company in the hotel, commercial real estate,

63, Cap Shediac, New Brunswick, Canada
Director since August 2001

Main areas of expertise:

- Entrepreneurship

- Finance/risk management
- Regional markets

— Retail trade

Meetings attended
(during the past fiscal year)

restaurant and entertainment sectors, since 1986, and President of Dooly’s Inc., an entertainment industry
franchiser, since 1993. He was a member of the Bank’s Atlantic Canada business development committee
from 1996 to 2001. Mr. Cyr plays a very active role in his region. He has served on several boards of directors,
has been involved with various charitable organizations, and has participated in several fundraising events.
Mr. Cyr has a Bachelor’s of Business Administration from Université de Moncton, which also awarded him
an honorary doctorate.

Reporting issuers and public and parapublic corporations

Role on boards and committees
(as at October 31, 2010)

1998 to date ¢ Member of the Human Resources, Governance and Nominating Committee
¢ Member of the Environment, Health and Safety Committee

. A Director
i Gt (during the past five years)
v/
Board member 16/17 94.1% NB Power Group
Member ofthe ARMC ~ 14/14 100%
Member of the IC®)  1/1 100% Vitalité Health Network

Overall meetings attended

(during the past fiscal year)

2010 to date ¢ Member of the Finance and Audit Committee
¢ Member of the Human Resources Committee
¢ Member of the Planning and Budget Committee

Securities held

0/
31/32 96.8% (as at October 31)
Total Minimum required

Common Share Total market value of Meets the Bank’s share

Common Shares and Price®  Common Shares and Shares/ ownership requirements
Year Shares® DSUs®@ DSUs $) DSUs ($) ©$) DSUs for directors®

2010 14,348 - 14,348 67.13 963,181 350,000 5,214 275.1% Yes

2009 13,180 - 13,180 56.39 743,220 350,000 6,207 212.3% Yes

2008 11,720 - 11,720 45.21 529,861 350,000 7,742 151.3% Yes
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SECTION 3 INFORMATION ON DIRECTOR NOMINEES (cont.)

Gillian H. Denham

Independent Ms. Denham, who is a Corporate Director, serves as a trustee of Morneau Sobeco Income Fund. From 2001
50, Toronto, Ontario, Canada t0 2005, she was Vice Chair, Retail Markets at the Canadian Imperial Bank of Commerce (CIBC). Ms. Denham
Director since October 2010 joined Wood Gundy in 1983, subsequently acquired by CIBC, as an Assistant Vice-President in Corporate

Finance. Throughout her career at CIBC, she held progressively more senior roles. From 2006 to 2010, she
was a member of the board of directors and Chair of the Human Resources and Compensation Committee of
the Ontario Teachers’ Pension Plan. Ms. Denham is a member of the board of directors and the audit committee
of Upper Canada College. She holds an Honours Business Administration (HBA) from University of Western
Ontario School of Business and an MBA (Baker Scholar) from Harvard Business School.

Main areas of expertise:

- Finance/risk management

- Financial markets and services
- Human resources

- Retail trade

Role on the Board of Meetings attended Reporting issuers and public and parapublic corporations

g:]:;’lci:gr:o?nfg}ftfes (dlingltiepast/ecaliea Director/Trustee Role on boards and committees
© (during the past five years) (as at October 31, 2010)
0/
Board member 22 100% Morneau Sobeco Income Fund 2008 to date e Member of the Audit Committee
Member of the Ontario Teachers’ Pension Plan 2006 - 2010 -
HRC1O) - -
Overall meetings attended Securities held
(during the past fiscal year) (as at October 31)
2/2 100%
Total Minimum required
Common Share Total market value of Meets the Bank’s share
Common Shares and price®  Common Shares and Shares/ | ownership requirements for
Year Shares® DSUs® DSUs (6] DSUs ($) ©) DSUs directors®
2010 30 57 87 67.13 5,840 350,000 5,214 1.6% Five-year
grace period
after taking

office to meet

requiremen!sm)

(as at December 31)

2010 4,956 57 5,013 68.52 343,491 350,000 5,108 98.1% | Five-year
grace period
after taking

office to meet

requiremenlsm)

Nicole Diamond-Gélinas Career profile

Independent =¥ Ms. Diamond-Gélinas has been President of Aspasie Inc., amanufacturer and printer of colour charts, since
66, Saint-Barnabé-Nord, Quebec, Canada 1988 and President of Plastifil Inc., a synthetic colour fibre manufacturer, since 1998. She also heads
Director since March 1998 Trois-Rivieres Ford Lincoln Inc., a company specializing in the sale, leasing and servicing of motor vehicles.

She was a member of the Bank’s Mauricie business development committee from 1992 to 1998.
Ms. Diamond-Gélinas currently serves on the board of a Bank subsidiary, National Bank Life Insurance
Company. Actively involved in her community, Ms. Diamond-Gélinas chairs the board of directors of the
Fondation du Centre hospitalier régional de Trois-Riviéres inc. She has degrees in administration and
education from Université Laval.

Main areas of expertise:

- Entrepreneurship

- Finance/risk management
- Industry

- Regional markets

Role on the Board of Meetings attended Reporting issuers and public and parapublic corporations

Directors of the Bank (during the past fiscal year)

: " Director Role on boards and committees
andlitslcommitiees (during the past five years) (as at October 31, 2010)
Board member 17/17 100% N N
Member of the
ARMC 14/14 100% Securities held
(as at October 31)
g 5 inimum require
(during the past fiscal year) Common Share  Total market value of q Meets the Bank’s share
31/31 100% Common Shares and Price® Common Shares and Shares/ | ownership requirements for
Year Shares® DSUs® DSUs ©) DSUs ($) (©) DSUs directors®
2010 25,413 8,127 33,540 67.13 2,251,540 350,000 5,214 643.2% Yes
2009 24,796 6,873 31,669 56.39 1,785,815 350,000 6,207 510.2% Yes
2008 24,024 5363 29,387"?  45.21 1,328,586™ 350,000 7,742 379.5% Yes
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SECTION 3 INFORMATION ON DIRECTOR NOMINEES (cont.)

Jean Douville
Independent
67, Bedford, Quebec, Canada

Director since November 1991

Main areas of expertise:

- Corporate/public sector management
- Governance

— Industry

- International markets

Role on the Board of
Directors of the Bank

Meetings attended
(during the past fiscal year)

Reporting issuers and public and parapublic corporations

Career profile

Mr. Douville has been Chairman of the Board of the Bank since March 10, 2004. He is also Chairman of the
Board of UAP Inc., a company specializing in the distribution, merchandising and remanufacturing of
automotive parts and replacement accessories for cars, trucks and heavy vehicles. He began working for
UAP Inc. in 1971. He became President of the company in 1981, and was subsequently appointed Chief
Executive Officer in 1982 and then Chairman of the Board in 1992. Since 2005, he has also been on the
board of directors of Richelieu Hardware Ltd. Before being appointed Chairman of the Bank’s Board, he was
successively Chair of the ARMC and Chair of the CRCGC. He has a Bachelor of Arts in Political and Social
Science from University of Ottawa. He obtained his Law degree from University of Ottawa in 1967 and was
called to the Quebec Bar the following year.

: " Director Role on boards and committees
gicliltonmitiees (during the past five years) (as at October 31, 2010)
Chairman and Board :
membertd 1717 100% Genuine Parts Company 1992 to date -
Richelieu Hardware Ltd. 2005 to date * Member of the Human Resources and Corporate Governance Committee
(during the past fiscal year) (as at October 31)
17/17 100%
Total Minimum required
Common Share Total market value of Meets the Bank’s share
Common Shares and price®  Common Shares and Shares/ | ownership requirements for
Year Shares® DSUs® DSUs © DSUs ($) 4 DSUs directors®
2010 7,301 7,567 14,868 67.13 998,089 350,000 5,214 285.1% Yes
2009 6,742 7,267 14,009 56.39 789,968 350,000 6,207 225.7% Yes
2008 6,231 6,890 13,121 45.21 593,200 350,000 7,742 169.4% Yes
Jean Gaulin Career profile
Independent Mr. Gaulin is a Corporate Director. He is currently Chairman of the Board of RONA Inc. and a member of the

68, Laguna Beach, California, United States
Director since October 2001

Main areas of expertise:

- Corporate/public sector management
- Finance/risk management

— Human resources

- Natural resources

Role on the Board of
Directors of the Bank

Meetings attended
(during the past fiscal year)

Reporting issuers and public and parapublic corporations

boards of directors of Saputo Inc. and Bombardier Recreational Products Inc. These companies operate in
retail sales, food and motorized recreational vehicles respectively. He was Chairman of the Board of Ultramar
Diamond Shamrock Corporation from January 1, 2000 to January 1, 2002 where he was also President and
Chief Executive Officer from January 1, 1999 to January 1, 2002. Mr. Gaulin is involved in many charitable
organizations. He chairs the Friends of Polytechnique of Montreal foundation. He has a Bachelor’s in Chemical
Engineering and Science from Ecole Polytechnique de Montréal. He is an Officer of the Ordre national du
Québec and has been awarded an honorary doctorate from Université de Montréal.

5 o Director Role on boards and committees
cidiblconices (during the past five years) (as at October 31, 2010)
o)
Board member 1717 100% Saputo Inc. 2003 to date * Member of the Corporate Governance and Human Resources Committee
Chairand member RONAT d < Chai fthe Board
of the HRC 717 100% ONA Inc. 2004 to date airman o the Boar )
« Chair of the Nominating and Corporate Governance Committee
m&’cbem“he 1214 8579 Crane Co. 2001 - 2007 -
. o
Member of the IC®) 1/1 100% Securities held
(as at October 31)
Overall meetings attended Total Minimum required
(during the past fiscal year) Common Share  Total market value of Meets the Bank’s share
37/39 94.8% Common Shares and Price®  Common Shares and Shares/ | ownership requirements for
. Year Shares® DSUs®@ DSUs $) DSUs ($) ) DSUs directors®
2010 24,83504 9,258 34,093 67.13 2,288,663 350,000 5,214 653.8% Yes
2009 25,831 8,891 34,722 56.39 1,957,974 559.4% Yes
2008 25,134 8,431 33,565 45.21 1,517,474 350,000 7,742 433.5% Yes
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SECTION 3 INFORMATION ON DIRECTOR NOMINEES (cont.)

Role on the Board of
Directors of the Bank
and its committees

Paul Gobeil, FCA
Independent

68, Ottawa, Ontario, Canada
Director since February 1994

Main areas of expertise:
- Corporate/public sector management
- Finance/risk management

- Governance
- Retail trade

Meetings attended
(during the past fiscal year)

Board member 17/17 100%
Chairand member

of the ARMC 14/14 100%
Member of the

CRCGC 6/6 100%

Overall meetings attended
(during the past fiscal year)

Career profile

Mr. Gobeil is a Corporate Director. He is Vice-Chairman of the Board of Metro Inc., a corporation in the food
industry. Elected as a member of the Quebec National Assembly (MNA) for the riding of Verdun in 1985, he
was Minister Responsible for Administration and President of the Treasury Board and subsequently Minister
of International Affairs in the Quebec government until 1989. Mr. Gobeil previously held a number of
positions in the food industry, including Vice-President, Finance and Administration at Provigo Inc. Throughout
his career, Mr. Gobeil has been a member of a number of boards of directors as well as economic, social
and cultural organizations. Mr. Gobeil has been a member of the Ordre des comptables agréés du Québec
since 1965, and a Fellow since 1986. He has Master’s degrees in Commerce (accounting) and Accounting
Sciences from Université de Sherbrooke. He also completed the Executive Education Program at Harvard
Business School. He was awarded an honorary doctorate from Université de Sherbrooke.

Reporting issuers and public and parapublic corporations

Director/Trustee
(during the past five years)

Metro Inc.

Role on boards and committees
(as at October 31, 2010)

« Vice-Chairman of the Board of Directors
* Member of the Executive Committee

2005 to date * Member of the Audit and Risk Management Committee

2009 to date * Chair of the Audit Committee
* Member of the Human Resources, Governance and Nomination Committee

1990 to date

2010 to date * Member of the Corporate Governance and Nominating Committee
* Member of the Audit Committee

Canam Group Inc. 1992 -2008 -
37/37 100% e
_Export Development Canada 2002 - 2007 -
Hudson’s Bay Company(6) 2003 - 2006 -
Yellow Pages Income Fund®> 2004 - 2010 -
Securities held
(as at October 31)
Total Minimum required
Common Share Total market value of Meets the Bank’s share
Common Shares and Price®  Common Shares and Shares/ | ownership requirements for
Year Shares® DSUs®@ DSUs $) DSUs ($) (6] DSUs directors®
2010 13,727 31,934 45,661 67.13 3,065,223 350,000 5,214 875.7% Yes
2009 12,943 29,334 42,277 56.39 2,384,000 350,000 6,207 681.1% Yes
2008 12,227 26,158 38,385 45.21 1,735,386 350,000 7,742 495.8% Yes
Jean Houde Career profile
Independent Mr. Houde was recently appointed Chairman of the Board of Finance Montréal - Quebec’s financial cluster,
65, Montreal, Quebec, Canada an organization that promotes initiatives in Montreal’s financial industry. He is also on the board of direc-
New nominee tors of Innovassur, assurances générales inc. From 2010 until recently, he was also a business development
Main areas of expertise: advisor at SB/DT, an accounting firm. From 2005 to 2009, he was Deputy Minister of Finance of Quebec.
_ Corporate/public sector management Prior to that, he was Chairman of the Board and President and Chief Executive Officer of Investissement
— Finance and risk management Québec. From 1990 to 2003, Mr. Houde held several positions at the Bank. He joined the Bank as Senior
— it i s A Sais Vice-President — Human Resources and when he left, he was Senior Vice-President - Corporate Affairs. He
S — has a law degree and an MBA from Université Laval. Mr. Houde was called to the Quebec Barin 1971.
Role on the Board of Meetings attended Reporting issuers and public and parapublic corporations

Directors of the Bank
and its committees

New nominee -

(during the past fiscal year)

Overall meetings attended
(during the past fiscal year)

Director
(during the past five years)

Gaz Métro Inc.

Role on boards and committees
(as at October 31, 2010)

2010 to date -

Securities held

(as at October 31)
Total Minimum required
Common Share Total market value of Meets the Bank’s share
Common Shares and price®  Common Shares and Shares/ | ownership requirements for
Year Shares® DSUs®@ DSUs () DSUs ($) ) DSUs directors®
2010 3,62507 - 3,625 67.13 243,346 350,000 5,214 69.5% : Five-year
H grace period
after taking
ffice t t
Tequirements 9
(as at December 31)
2010 5,300 - 5,300 68.52 363,156 350,000 5,108 103.7% : Five-year
H grace period
after taking
ffice to meet
Tequirements 9
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SECTION 3 INFORMATION ON DIRECTOR NOMINEES (cont.)

Louise Laflamme
Independent
58, Rosemére, Quebec, Canada

Director since November 2008

Main areas of expertise:

— Corporate/public sector management
— Finance/risk management

— Financial markets and services

— Human resources

Role on the Board of
Directors of the Bank
and its committees

Meetings attended

(during the past fiscal year) Director

(during the past five years)

Career profile

Ms. Laflamme is a Corporate Director. She was Senior Vice-President and Advisor to the Chief Executive
Officer of the Montréal Exchange Inc.19 until her departure on June 30, 2008, after 11 years with this
exchange dedicated to the development of the Canadian derivatives market. In this capacity, Ms. Laflamme
served as Chief Financial Officer and was also responsible for human resources and administration. Her
professional background includes 12 years at the accounting firm Raymond, Chabot, Martin,
Paré & C0.29 and various internal audit and financial management positions at companies in a number of
sectors. An accountant by training, Ms. Laflamme has been a member of the Ordre des CGA du Québec
since 1977.

Reporting issuers and public and parapublic corporations

Role on boards and committees
(as at October 31, 2010)

Board member 17/17 100% N N
Member of the
HRCY 4[4 100% Securities held
Member of the ARMC ~ 14/14 100% (as at October 31)
Ci o Sh Total market value of Minimum required Meets the Bank’s sh
’ ommon are otal market value o eets the Bank’s share
2’:;2“ nietlgsgtsf;’;;s?ﬁ::r) Common Shares and price® Common Shares and Shares/ | ownership requirements for
yureis Year Shares® DSUs® DSUs ©® DSUs ($) ) DSUs directors®
100%
35/35 2 2010 2,789 1,574 4,363 67.13 292,888 350,000 5,214 83.6% Five year
2009 1,070 608 1,678 56.39 94,622 6,207 27.0% S beod
(23) . ofﬁcgtomeet
2008 200 - 200 45.21 9,042 350,000 7,742 2.5% :  requirements??
(as at December 31)
2010 4,789 1,574 6,363 68.52 435,993 ‘ 350,000 5,108 ‘ 124.5% Yes

Roseann Runte
Independent
63, Ottawa, Ontario, Canada

Director since April 2001

Main areas of expertise:

— Academia

— Corporate/public sector management
— Governance

— International markets

Role on the Board of
Directors of the Bank
and its committees

Meetings attended

(during the past fiscal year) Director

(during the past five years)

Career profile

Ms. Runte has served as President and Vice-Chancellor of Carleton University in Ottawa since July 1, 2008.
She also served as President of Old Dominion University in Norfolk, Virginia from 2001 to 2008 and as
President of Victoria University in University of Toronto from 1994 to 2001. Ms. Runte is a member of the
Executive Advisory Council of SunGard Higher Education Inc. and a director of LifeNet Health. She has also
served on various boards of directors in the literary, cultural and economic development sectors. She is the
author of many books and articles, notably on education and economic and cultural development. She has
a Bachelor’s in French from New York University and a Master’s degree and a Doctorate from University of
Kansas. She has received many honorary doctorate degrees from several universities and many distinctions,
including the Queen Elizabeth Il Golden Jubilee Medal. She is also a member of the Order of Canada.

Reporting issuers and public and parapublic corporations

Role on boards and committees
(as at October 31, 2010)

0/
Board member 17/17 100% The Jean Coutu Group (PJC) Inc. 2004 - 2006 N
Member of the
CRCGC 6/6 100% Securities held
Member of the IC(5) 1/1 100% (as at October 31)
Commen Share  Total market value of Minimum reQuited |1 ets the Bank's sh
: ommon are otal market value o eets the Bank’s share
2;’:,;22'3;8;;;55;;;2?5::,) Common Shares and price®  Common Shares and Shares/ | ownership requirements for
Year Shares® DSUs®@ DSUs $) DSUs ($) $) DSUs directors®
24[24 100%
2010 4,766 13,107 17,873 67.13 1,199,814 350,000 5,214 342.7% Yes
2009 4,169 11,656 15,825 56.39 892,372 350,000 6,207 254.9% Yes
2008 3,616 9,899 13,515 45.21 611,013 350,000 7,742 174.5% Yes
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SECTION 3 INFORMATION ON DIRECTOR NOMINEES (cont.)

Role on the Board of
Directors of the Bank
and its committees

Board member

Marc P. Tellier

Independent

42, Montreal, Quebec, Canada
Director since March 2005

Main areas of expertise:

— Corporate/public sector management
— Finance/risk management

— Human resources

Career profile

Mr. Tellier has been President and Chief Executive Officer of Yellow Media Inc. and the companies that preceded
it, since 2001. It is the leading Internet company in Canada with its network of companies including Yellow
Pages Group Inc., Trader Corporation and Canpages Inc. He was previously President and Chief Executive
Officer of Bell ActiMedia Inc. Since 2003, he has led acquisitions totalling $4.5 billion. In addition, Mr. Tellier
serves on the board of directors of the Yellow Pages Association (YPA) and the Sainte-Justine Hospital Foundation,
andis alsoa member of the Canadian Council of Chief Executives. Mr. Tellier has a Bachelor’s degree in Economics
from University of Ottawa. In 2000, Mr. Tellier was named one of Canada’s Top 40 Under 40™.

— Telecommunications and media

Meetings attended

(during the past fiscal year)

17/17

100%

Member of the HRC

717

100%

Overall meetings attended
(during the past fiscal year)

Reporting issuers and public and parapublic corporations

Director/Trustee Role on boards and committees
(during the past five years) (as at October 31, 2010)

Yellow Media Inc.(5) 2010 to date -
Yellow Pages Income Fund(5) 2003 - 2010 -
YPG Holdings Inc.24 2003 - 2010 -

Securities held

Role on the Board of
Directors of the Bank
and its committees

New nominee

24[24 100% (as at October 31)
Total Minimum required
Common Share Total market value of Meets the Bank’s share
Common Shares and Price®  Common Shares and Shares/ | ownership requirements for
Year Shares® DSUs® DSUs (3] DSUs ($) ) DSUs directors®
2010 2,024 6,324 8,348 67.13 560,401 350,000 5,214 160.1% Yes
2009 1,630 5,182 6,812 56.39 384,129 350,000 6,207 109.7% Yes
2008 1,142 3,810 4,952 45.21 223,880 350,000 7,742 63.9% Five-year
grace period
ﬁgﬁe{taking{
e o
Pierre Thabet Career profile
Independent Mr. Thabet has been President of Boa-Franc s.e.n.c, a Canadian manufacturer of pre-finished hardwood

Meetings attended
(during the past fiscal year)

53, St-Georges, Quebec, Canada
New nominee

Main areas of expertise:

— Entrepreneurship

— Finance/risk management
— Industry

— Regional markets

(during the past five years)

floors, since 1983. He has devoted his entire career to his business. He also sits on the board of Canam
Group Inc., which operates plants specializing in the design and manufacture of construction products and
solutions. Mr. Thabet is involved in local economic and social organizations. He recently became an entre-
preneur-trainer at the Ecole d’entrepreneurship de Beauce, a school dedicated to training entrepreneurs
in all industries. He was the honorary chair of the 2007-2008 fundraising campaign for the Fondation du
Centre hospitalier Beauce-Etchemin and the 22nd Gala de I’entreprise beauceronne. He has a Bachelor’s
degree in Administration, specializing in Accounting, from Université de Moncton.

Reporting issuers and public and parapublic corporations

Director

Role on boards and committees
(as at October 31, 2010)

Overall meetings attended

(during the past fiscal year)

Groupe Canam inc.

2006 to date ¢ Member of the Human Resources Committee

Securities held

(as at October 31)
Total Minimum required
Common Share  Total market value of Meets the Bank’s share
Common Shares and Price®  Common Shares and Shares/ | ownership requirements for
Year Shares® DSUs®@ DSUs $) DSUs ($) (6] DSUs directors®
2010 71,5989 - 71,598 67.13 4,806,374 350,000 5,214 | 1,373.1% grag":;?:d'
fgftertaking
to meet
e el
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SECTION 3 INFORMATION ON DIRECTOR NOMINEES (cont.)

Career profile

Mr. Vachon has been President and Chief Executive Officer of the Bank since June 2007. He is responsible
for the strategies, orientations and development of National Bank Financial Group. From August 2006 to
May 2007, he held the position of Chief Operating Officer of the Bank responsible for all its operating units.
He was Chairman of the Board of Natcan Investment Management Inc. from November 2004 to September
2006, and of National Bank Financial from January 2005 to September 2006. From September 2005 to
September 2006, he also held the position of President and Chief Executive Officer of National Bank
Financial Inc. In 1986, he joined Lévesque Beaubien Geoffrion Inc., now National Bank Financial Inc., where
he served as Vice-President until 1990. From 1990 to 1996, he was employed by BT Bank of Canada, the
Canadian subsidiary of Bankers Trust, where he served as President and Chief Executive Officer from 1994
to 1996. Mr. Vachon returned to the Bank in 1996 and, in 1997, he was appointed Senior Vice-President
- Treasury and Financial Markets. Mr. Vachon is a member of the boards of directors of the following Bank
subsidiaries: National Bank Group Inc., National Bank Acquisition Holding Inc. and Natcan Acquisition
Holdings Inc. He has served on the board of directors of the Canadian Council of Chief Executives since June
2009. Mr.Vachon has a Master’s in International Finance from The Fletcher School. He also has a Bachelor’s
degree in Economics from Bates College, as well as being a chartered financial analyst. In 2001, he was
also named one of Canada’s Top 40 Under 40™,

Louis Vachon
Non-independent
48, Beaconsfield, Quebec, Canada

Director since August 2006

Main areas of expertise:

— Corporate/public sector management
— Finance/risk management

— Financial markets and services

— International markets

Role on the Board of Meetings attended

(during the past fiscal year)

Reporting issuers and public and parapublic corporations
Directors of the Bank
and its committees

Director
(during the past five years)

Role on boards and committees
(as at October 31, 2010)

2000 - 2008 -

Board member 100%

Overall meetings attended
(during the past fiscal year)

17/17

Montréal Exchange Inc.19)

Securities held@?)

(as at October 31)
17/17 100%
Share Total market value Meets the Bank’s
Common Price® of Common Shares share ownership
Year Shares® ) ©) requirements 2
2010 34,782 67.13 2,334,916 Yes
2009 33,320 56.39 1,878,915 Yes
2008 16,512 45.21 746,508 Yes

NOTES REGARDING THE TABLES OF DIRECTOR NOMINEES: (16) Hudson’s Bay Company became a private company in 2006.

(1)  This number includes Common Shares directly or indirectly beneficially owned or controlled. (17) Mr. Houde already owns Common Shares of the Bank.

(2) For more information, please refer to “Compensation of the Directors of the Bank and its (18) Ifelected at the Meeting, the nominee will have five years from the date he or she takes office,
Subsidiaries for the Fiscal Year Ended October 31, 2010” in Section 4 of this Circular. namely, March 30, 2011, to meet the share ownership requirements for directors.

(3) These amounts represent the price of Common Shares of the Bank on the Toronto Stock (19) Further to the combination of Montréal Exchange Inc. and TSX Group Inc. on May 1, 2008, this
Exchange at the close of trading on October 31 of each year. However, since October 31, 2009 company is now called TMX Group Inc.
and 2010 were not business days, this is the closing price of the Common Shares of the Bank (20) The accounting firm Raymond, Chabot, Martin, Paré & Co. is now named Raymond Chabot
on the Toronto Stock Exchange on the previous business day, namely, October 30, 2009 and Grant Thornton & Co. L.L.P.
October 29, 2010, respectively. (21) Ms. Laflamme was appointed a member of the HRC on March 31, 2010.

(4)  For more information, please refer to “Share Ownership Requirements” in Section 4 of this (22) Ms. Laflamme has five years from the date she took office as a Bank director, namely,
Circular. November 3, 2008, to meet the share ownership requirements for directors.

(5) TheBoard disbanded the IC on May 27, 2010. For more information, please refer to “Independent (23) Ms. Laflamme owned Common Shares of the Bank prior to her appointment on November 3,
Committee” in Section 5 of this Circular. 2008.

(6) QuebecorWorld Inc. was then known as World Color Press Inc. until a plan of arrangement was (24) OnJanuary 1, 2006, YPG Holdings Inc. amalgamated with Yellow Pages Holdings Inc. to form
entered into with Quad/Graphics Inc. in July 2010. YPG Holdings Inc., which then changed its name on February 11, 2010 to become Yellow Media

(7) Thenumberof DSUs held by Mr. Caillé as at October 31, 2009 and disclosed in the Management Inc. It was part of the plan of arrangement completed on November 1, 2010 and thus ceased
Proxy Circular dated February 12, 2010 should have read 6,806 not 8,606. As a result, the total to exist. Under this plan, Yellow Pages Income Fund was converted into a publicly traded
number of Common Shares and DSUs and the total market value of the Common Shares and corporation named Yellow Media Inc.
the DSUs as at October 31, 2009 have been adjusted in this Circular. (25) Mr. Tellier had five years from the date he took office as a Bank director, namely, March 2,

(8) Mr. Caillé had five years from his appointment as a Bank director on October 27, 2005 to meet 2005, to meet the share ownership requirements for directors.
the Bank’s share ownership requirements for directors. (26) Mr. Thabet already owns Common Shares of the Bank.

(9) Ms. Denham joined the Board on October 27, 2010. (27) As an executive director of the Bank, Mr. Vachon does not receive any compensation for

(10) Ms. Denham was appointed a member of the HRC on October 28, 2010. participating in the activities of the Board and its committees. For more information about

(11) Ms. Denham has five years from the date she took office as a Bank director, namely, October Mr. Vachon’s compensation, including the values of his PSUs, RSUs and options, please refer
27,2010, to meet the share ownership requirements for directors. to Section 7 of this Circular.

(12) The figures disclosed in the Management Proxy Circular dated January 9, 2009 included (28) For more information, please refer to “Share Ownership Requirements” in Section 6 of this
Preferred Shares held by Ms. Diamond-Gélinas. Circular.

(13) As Chairman of the Board, Mr. Douville is invited to attend the meetings of the Board’s standing
committees.

(14) Mr. Gaulin donated 1,560 Bank Common Shares during the fiscal year.

(15) OnNovember 1, 2010, Yellow Media Inc. announced the completion of the plan of arrangement

pursuant to which the Yellow Pages Income Fund income trust structure was converted into a
dividend paying publicly traded corporation named Yellow Media inc.
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SECTION 3 INFORMATION ON DIRECTOR NOMINEES (cont.)

To the knowledge of the Bank, no director nominee is, at the date of this
Circular, or has been, during the 10 years prior to the date of this Circular, a
director, chief executive officer or chief financial officer of any company,
including the Bank, that while the nominee was acting in such capacity, or
afterthe nominee ceased to actin such capacity, and as a result of an event
which occurred while the nominee was performing his or her duties, was the

subject of one of the following orders that was in effect for more than 30

consecutive days, namely, any cease trade or similar order or any order that

denied it access to any exemption under securities legislation.

To the knowledge of the Bank, no director nominee is, at the date of
this Circular, or has been, in the 10 years prior to the date of this Circular,
a director or executive officer of any company, including the Bank, that
while the nominee was actingin such capacity orwithin ayearofthe nominee
ceasing to actin such capacity, became bankrupt, made a proposal under
any legislation relating to bankruptcy orinsolvency, or became subject to,
orinstituted any proceedings, arrangement or compromise with creditors,
orhad areceiver, receiver manager or trustee appointed to hold its assets,
except for:

—  André Caillé, who, until July 21, 2009, served on the board of directors
of Quebecor World Inc., a company placed under the protection of the
Companies’ Creditors Arrangements Act (Canada) and Chapter 11 of
Title 11 (Bankruptcy) of the United States Code on January 21, 2008.
Quebecor World Inc. was delisted from the New York Stock Exchange
onJanuary 22, 2008. QuebecorWorld Inc. emerged from court protection
in the United States and in Canada on July 21, 2009. It then became
known as World Color Press Inc. until a plan of arrangement was entered
into with Quad/Graphics Inc. in July 2010;

—  Gérard Coulombe, who, until September 28, 2005, was aboard member
of Centre International de Gestion de Projets G.P., a non-profit company
adjudged bankrupt on September 29, 2005. Centre International de
Gestion de Projets G.P.was discharged from bankruptcy on April 4, 2008;
and

—  PaulGobeil,who, until November12, 2001, was on the boards of Bridge-
Point International Inc. and its wholly owned subsidiary BridgePoint
International (Canada) Inc. On January 25, 2002, BridgePoint Interna-
tional (Canada) Inc. filed a proposal with its creditors. The Toronto Stock
Exchange suspended trading on the shares of BridgePoint International
Inc. on January 31, 2002 for failure to meet Toronto Stock Exchange
listing requirements. The shares of BridgePoint International Inc. were
delisted from the Toronto Stock Exchange at the close of business on
January 31, 2003. Moreover, an interim receiver was appointed from
February 13 to March 3, 2003. BridgePoint International (Canada) Inc.
was discharged from the proposal on December 17, 2003.
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In addition, to the knowledge of the Bank, no director nominee has,
in the 10 years prior to the date of this Circular, become bankrupt, made
a proposal under any legislation relating to bankruptcy or insolvency, or
become subject to, or instituted any proceedings, arrangement or
compromise with creditors, orhad a receiver, receiver managerortrustee
appointed to hold his or her assets.

Furthermore, to the knowledge of the Bank, no directornominee has
been subjectto any penalties or sanctions imposed by a court relating to
securities legislation or by a securities regulatory authority, or has entered
into a settlement agreement with a securities regulatory authority, or has
been subject to any other penalties or sanctions imposed by a court or
regulatory body that would likely be considered material to a reasonable
investorin decidingwhetherto vote fora nominee. Moreover, in the opinion
of the Bank, no disclosure concerning a settlement agreement entered
into by a director nominee before December 31, 2000 is likely to be
considered material to a reasonable investorin deciding whether to vote
for a nominee except for the following disclosure:

— Under an administrative settlement agreement approved by a panel of
the Toronto Stock Exchange in August 1998, Lawrence S. Bloomberg
agreedto paya $250,000 fine, notas a result of any personal misconduct,
but as President and Chief Executive Officer of First Marathon Securities
Limited for compliance inadequaciesin 1993, 1994 and 1995, and issues
arising from the participation of certain officers and employees of that
company in matters relating to the financing, sale of securities and
operations of Cartaway Resources Corp. between July 1995 and
June 1996.



SECTION 3 INFORMATION ON DIRECTOR NOMINEES (cont.)

MEETINGS OF THE BANK’S BOARD AND ITS COMMITTEES AND ATTENDANCE
OF DIRECTORS

Number of Meetings of the Bank’s Board and its Committees and Attendance
of Directors
In “Career Profile” in Section 3 of this Circular, the Bank discloses the
members of each Board committee and the number of meetings they
attended during the past fiscal year.

The following table presents the total number of meetings of the Bank’s
Board and its committees held during the fiscal year ended October 31, 2010
and the attendance of the directors at all the meetings.

Attendance rate at all

Board and its Number the meetings
committees of meetings (%)
Board 17 98.3
CRCGC 6 96.0
HRC 7 97.6
ARMC 14 95.5
IC 1 100
Total 45 97.6

Attendance at the Meetings of the Bank’s Board and its Committees

The following diagrams present the attendance of the directors at the meetings
of the Bank’s Board and its committees during the fiscal year ended October
31, 2010. On average, the directors attended 98.3% of the Board meetings
and 97.1% of the meetings of the committees on which they serve.

Committees
M Attendance - 97.1%
Absence - 2.9%

Board
M Attendance — 98.3%
Absence - 1.7%

Attendance During the Fiscal Year Ended October 31, 2010 of Directors
Who Are Not Standing for Re-election

Role on the Board of
Directors of the Bank Total meetings
Name of Director and its committees Meetings attended attended
Pierre Bourgie® | Board member 12/14 : 85.7% | 25/29 : 86.2%
Member of 4/5 80.0%
the CRCGC
Member of the 9/10 90.0%
ARMC
Shirley A. Dawe | Board member 17/17 i 100% | 30/30 100%
Member of the 6/6 | 100% :
CRCGC :
Memberofthe HRC | 7/7 i 100% :
Marcel Dutil Board member 17/17 i 100% | 24/25 : 96.0%
Member of the HRC | 6/7 | 85.7%
Member of IC 1/1 | 100%

(1)  Mr. Bourgie stopped serving on the Bank’s Board and its committees in August 2010.

INDEPENDENCE

Independence of Director Nominees

The following table outlines the independence, as defined in the standards
established by the CSA, of director nominees, as at the date of the
Circular.

Non- Reason for non-
Director nominees Independent independent independence
Lawrence S. Bloomberg v Advisor to certain
subsidiaries of the Bank

André Caillé v
(CRCGC Chair, HRC, ARMC)
Gérard Coulombe v

The law firm of which he
is a partner provides
legal services to the
Bank and some of its
subsidiaries

Bernard Cyr (ARMC)
Gillian H. Denham (HRC)
Nicole Diamond-Gélinas
(ARMCQ)

Jean Douville

(Chairman of the Board)
Jean Gaulin

(HRC Chair, ARMC)

Paul Gobeil

(ARMC Chair, CRCGCQ)
Jean Houde

Louise Laflamme

(HRC, ARMC)

Roseann Runte (CRCGQC)
Marc P. Tellier (HRC)
Pierre Thabet

Louis Vachon v

U <R R R

President and Chief
Executive Officer of the
Bank

Independence of Directors Who Are Not Standing for Re-election
Throughout theirmandates, Pierre Bourgie, Shirley A. Dawe and Marcel Dutil
have been independent directors as defined in the standards established
by the CSA.
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SECTION 3 INFORMATION ON DIRECTOR NOMINEES (cont.)

OUTSIDE DIRECTORSHIPS

The Bank discloses the list of reporting issuers and public and parapublic
corporations on whose boards each director nominee currently serves or
has served in the past five years in “Career Profile” in Section 3 of this
Circular.

Outside Directorships of the Directors Who Are Not Standing for
Re-election

The following table lists the reporting issuers on whose boards the directors
who are not standing for re-election currently serve.

Role on boards and

committees

(as at October 31, 2010)

o Member of the
Corporate
Governance and
Human Resources
Committee

e Chair of the
Compensation
Committee

* Member of the
Executive
Committee

e Member of the
Human Resources
and Compensation
Committee

e Chairman of the
Board of Directors

e Member of the
Audit Committee

Director
Pierre Bourgie

Reporting issuers
Saputo Inc. 1997
to date

Birks & 1999
Mayors Inc. to date

Shirley A. Dawe

The Bon-Ton 2002
Stores, Inc. to date

Marcel Dutil Canam 1972
Group Inc. to date
The Jean Coutu 1995

Group (PJC) Inc. to date

Reporting issuers with more than one director nominee of the Bank
as a director, as well as the committees of the reporting issuers on which
the director nominee serves, if applicable, are indicated in the table
below:

Cross Directorships of Director Nominees

Committee(s) of the reporting issuer
on which the director nominee

Reporting issuer Director serves
e Corporate Governance and
. Paul Gobeil Nominating Committee
Yellow Media Inc. o Audit
Marc P. Tellier -
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COMPOSITION OF THE BOARD

Male/Female Representation on the Board
The Board feels that diversity among the members of the Board enriches
discussion andtherefore recognizes the importance of increasing the number
of female directors and striving for parity between men and women on the
Board. Accordingly, the Board is continuing its efforts to find more female
candidates who meet the various selection criteria and has set an objective
to have women nominees for half of all directorships that become vacant
in the future.

The following chart shows the ratio of male/female representation on
the Board of the current slate of director nominees.

Women (4) - 26.7%
M Men (11) - 73.3%

Geographical Representation on the Board
The following chart shows the geographical representation on the Board
of the current slate of director nominees.

Quebec (9) - 60.0%

M Ontario (4) - 26.7%

M Atlantic Canada (1) - 6.7%
United States (1) — 6.7%

Time Served on the Board
The maximum period that a director may serve on the Board is 15 years
unless the Board, on the recommendation of the CRCGC, decides that,
because of exceptional circumstances, it is in the Bank’s best interest to
recommend the director for re-election. The computation of this 15-year
period started in 1998 for the four directors that were already in office at
that time.

The following chart shows the time served on the Board of the current
slate of director nominees.

0-5years (5) - 33.3%
M 6-10years (5 -33.3%
W 11 -15years (2) - 13.3%
over 15 years (3) - 20.0%




SECTION 3 INFORMATION ON DIRECTOR NOMINEES (cont.)

AREAS OF EXPERTISE OF DIRECTOR NOMINEES

The Board ensures that its members reflect the wide range of knowledge and skills needed to oversee the management of the Bank.
The following table presents the four main areas of expertise of the director nominees in the following sectors.

= ~
I R g : 83
c = 5 £ ~ o £ = = o
=z av E e 5 3 s 3 5 =
© = = c ] ] £ I+ 2 c a £ 2 E
2 e g & S5 | Sa g ¢ = 2 £ = g Es
E & cE s g s <3 g = i) s ® g = Es
(] E o S35 @ c E c.2 5 ] ] £ £ o = S E
3 Es | g8 2 s¥ . st s E 3 g 5 w 2 <z
2 S8 S8 S @ =3 & z £ E 2 & & 5
Lawrence S. Bloomberg v v v 4
André Caillé v v v v
Gérard Coulombe v v 4 v
Bernard Cyr \/ \/ ‘/ \/
Gillian H. Denham v v v v
Nicole Diamond-Gélinas vV v v v
Jean Douville \/ \/ \/ \/
Jean Gaulin \/ \/ \/ \/
Paul Gobeil v vV v v
Jean Houde v v v v
Louise Laflamme v v v v
Roseann Runte v v v v
Marc P. Tellier v v 4 v
Pierre Thabet v v v v
Louis Vachon v vV v 4
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SECTION 4

DIRECTOR COMPENSATION

COMPENSATION OF THE DIRECTORS OF THE BANK AND ITS SUBSIDIARIES
FOR THE FISCAL YEAR ENDED OCTOBER 31, 2010

The compensation paid to the members of the Bank’s Board and its
committees did notincrease during the fiscalyearended October31, 2010
and has not been increased or indexed since 2007. As part of its annual
review of director compensation, the CRCGC included a survey of the
compensation paid by reporting issuers in the Bank’s peer group and, in
the fiscal year ahead, will address the possibility of increasing this
compensation so that it will be adequate compared to the peer group.

To align the interests of the members of the Board with those of the
shareholders, director compensation includes a portion that must be paid
in Common Shares of the Bank, with the remaining portion paid in cash,
Common Shares, DSUs ora combination of all three, at the director’s option.
The directors do not receive stock options. They do not participate in any
othercompensation mechanism that offers Bank shares nora pension plan.
Moreover, directors do not benefit from any banking product or service at
preferred rates or reduced fees related exclusively to their status
as directors.

The Bank reimburses directors forexpenses incurred to attend meetings
ofthe Board and its committees, including transportation and accommodation.
The Bank reimburses Jean Douville up to $25,000 annually foraccommodation
expensesin serving as Chairman of the Board and for his business promotion
activities on behalf of the Bank.

UnderBy-Law | - General By-Law approved by the Bank’s shareholders,
the total compensation that may be paid to directors for serving on the
Board and its committees during a fiscal year may not exceed $1,800,000.
During fiscal 2010, this compensation totalled $1,550,833.33.

For more information on director compensation, please refer to the
Statement of Corporate Governance Practices in Schedule B to this
Circular.

Share Ownership Requirements

In order to maintain the trust of shareholders and ensure that directors’
interests are aligned with those of shareholders, certain share ownership
requirements have been implemented. Consequently, all directors are
required to hold Common Shares of the Bank or DSUs with a total value
equal to or greater than five times the annual retainer payable to Board
members. Directors have five years from the date they take office to meet
these requirements. For more information, please refer to “Director
compensation and share ownership requirements” in the Statement of
Corporate Governance Practices of the Bank in Schedule B to this
Circular.
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Requirements Minimum required

5X $70,000 = $350,000

Five times the annual retainer
payable to Board members

Minimum share ownership
requirements based on the closing
price of the Bank’s Common
Shares on the Toronto Stock
Exchange on October 31, 2010
(1) As October 31, 2010 was not a business day, this is the closing price of the Common

Shares of the Bank on the Toronto Stock Exchange on the previous business day, namely,
October 29, 2010.

$350,000 / $67.13 =
5,214 Common Shares

Share Ownership Requirements
(as at October 31, 2010)

Percentage of
Securities minimum  Requirements
Director nominees held requirements met
Lawrence S. Bloomberg 35,750 685.6% Yes
André Caillé 11,657 223.5% Yes
Gérard Coulombe 26,870 515.3% Yes
Bernard Cyr 14,348 275.1% Yes
Gillian H. Denham 87 1.6% -0
as at December 31, 2010 5,013 98.1% -@
Nicole Diamond-Gélinas 33,540 643.2% Yes
Jean Douville 14,868 285.1% Yes
Jean Gaulin 34,093 653.8% Yes
Paul Gobeil 45,661 875.7% Yes
Jean Houde 3,625 69.5% -®
as at December 31, 2010 5,300 103.7% -®
Louise Laflamme 4,363 83.6% -
as at December 31, 2010 6,363 124.5% Yes
Roseann Runte 17,873 342.7% Yes
Marc P. Tellier 8,348 160.1% Yes
Pierre Thabet

1,373.1% -

71,598
_ Yes@

Louis Vachon

(1) These nominees have five years from the date they took office (namely, November 3, 2008
for Ms. Laflamme, October 27, 2010 for Ms. Denham, and, if they are elected at the Meeting,
March 30, 2011 for Messrs. Houde and Thabet) to meet these requirements.

(2)  For more information on the share ownership requirements applicable to Mr. Vachon, please
refer to “Share Ownership Requirements” in Section 6 of this Circular.



SECTION 4 DIRECTOR COMPENSATION (cont.)

Annual Compensation of the Directors of the Bank and its Subsidiaries for
the Fiscal Year Ended October 31, 2010

National Bank of Canada

Board
Cash® $ 45,000

Member Common Shares $ 25,000

Chairman of the Board Cash® $ 200,000

Board Committees
ARMC:

Cash® $ 12,500
Common Shares $ 7,500
CRCGC and HRC:

Member Cash® $ 10,000
Common Shares $ 5,000
1C@:;

Cash® $ 875
Common Shares $ 625
Meeting fees $ 1,500
ARMC:

Cash® $ 15,000
Common Shares $ 10,000
CRCGC and HRC:

Committee Chair® Cash® $ 12,500
Common Shares $ 7,500
1C@:

Cash® $ 2,500
Common Shares $ 1,250

Subsidiaries of National Bank of Canada

National Bank Life Insurance Company

Director Cash® $ 17,000

Committee member Cash® $ 3,000

Committee chair Cash® $ 1,500

National Bank Trust Inc.

Director Cash® $ 12,000

Committee member Cash® $ 2,000

Committee chair Cash® $ 1,000

FMI Acquisition Inc.

Director Cash® $ 500

(1)  Excluding the part of director compensation that must be paid in the form of Common Shares
for their role on the Bank’s Board and its comittees, directors may elect to receive the cash
portion of their compensation in the form of cash, Common Shares, DSUs or a combination
of all three.

(2) The compensation of the members and the Chair of the IC is calculated on a quarterly basis.
These amounts are only paid for quarters in which an IC meeting is held. The IC met only once
during fiscal 2010. The Board abolished the IC on May 27, 2010.

(3) The Chairs of the Board committees receive compensation as members and Chairs of their
respective committees.

National Bank of Canada / Management Proxy Circular
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SECTION 4 DIRECTOR COMPENSATION (cont.)

Compensation Paid to the Directors for the Fiscal Year Ended October 31, 2010
The following table presents the compensation paid to the Bank’s directors for serving on the boards of directors and board committees of the
Bank and its subsidiaries.

Fees earned (S)m Share-based awards ($)?
Retainer as Total
amember compensation
of the HRC, forthe Breakdown
CRCGC, activities of of cash
ARMC and Retainer as a member of the the Board compensation
IC (including HRC, CRCGC, ARMC and IC and its All other Total for activities of
Board meeting fees Board (including meeting fees committees |compensation |compensation the Board and
Name retainer® for the IC) retainer® for the IC) ) ($) its committees®
Common Common
Cash Cash Shares DSUs Shares DSUs
(5) 100%
Lawrence S. Bloomberg 45,000 25,000 70,000 336,043 406,043 i @l
Pierre Bourgie(® 100%
(ARMC, CRCGC) 37,500 18,750 20,833.33 10,416.67 87,500 87,500 in cash
André Caillé H 100%
(CRCGC Chair, HRC, 25,000 45,000 26,8757 49,875® 146,750 146,750 i BRIl
ARMC, IC Chair) H
é (9 100%
Gérard Coulombe 25,000 45,000 70,000 32,500 102,500 in DSUs
Bernard Cyr 1w
Y 70,000 23,000 93,000 93,000 in Common
(ARMC, IC)
Shares
Shirley A. Dawe 100%
(CRCGC, HRO) 45,000 20,000 25,000 10,000 100,000 100,000 in cash
Gillian H. Denham® 100%
(HRO) 2,083.33 3,750 5,833.33 5,833.33 in DSUs
Nicole Diamond-Gélinas (11) 100%
(ARMO) i 25,000 45,000 7,500 12,500 90,000 20,000 110,000 in DSUs
Jean Douville 1) | 100%
(Chairman of the Board) 245,000 B 25,000 270,000 270,000 in cash
Marcel Dutil : 100%
(HRC, 10) 25,000 45,000 5,625 : 12,375 88,000 88,000 in DSUs
Jean Gaulin (13) OH 100%
(HRC Chair, ARMC, IC) 45,000 37,375 25,000 20,625 : 128,000 128,000 i el
Paul Gobeil (15) | 16) 100%
(ARMC Chair, CRCGC) 25,000 45,000 22,500 37,500 130,000 130,000 in DSUs
12.5%
Louise Laflamme®?) I @Ay
30,625 39,375 11,979.17 16,770.83 98,750 98,750 Shares and
(HRC, ARMC) o
87.5%
in DSUs®
Roseann Runte 100%
(CRCGC, IC) 25,000 45,000 5,625 12,375 88,000 88,000 in DSUs
Marc P. Tellier 100%
(HRO) 25,000 45,000 5,000 10,000 85,000 85,000 in DSUs
Louis Vachon(9 - - - - - -
Total 1,550,833.33

(1)  For the purposes of this table and in accordance with paragraph 3(b) of Item 7 of Form 51-102F6 of the CSA’s Regulation 51-102, fees include all fees awarded, earned, paid, or payable in cash for

(3]
(©)
@)

©)

()
@)
®)
©

(10)
an

(12)
(13)
(14)
(15)
(16)
a7)
(18)
(19)

18

services as a director, including annual retainer fees, fees for attending meetings of a Board committee or for chairing a Board committee, and meeting fees.

For the purposes of this table and in accordance with paragraph 3.1 of Item 3 of Form 51-102F6 of the CSA’s Regulation 51-102, share-based awards include award amounts based on the grant date fair
value of the award of shares and DSUs for the fiscal period in question.

The annual retainer paid for service on the Board of Directors totalled $70,000, of which $25,000 was paid in the form of Common Shares and $45,000 in the form of cash, Common Shares, DSUs or a
combination of all three, as elected by the director.

Excluding the part of director compensation that must be paid in the form of Common Shares for their role on the Bank’s Board and its committees, directors may elect to receive the cash portion of their
compensation in the form of cash, Common Shares, DSUs or a combination of all three. This column presents the election made by each director for payment of cash compensation for activities of the
Board and its committees during the fiscal year ended October 31, 2010.

Under a service contract entered into in November 2004 with National Bank Financial Inc., Mr. Bloomberg acts as an advisor to National Bank Financial Inc. and National Bank Financial Ltd. As such, he
receives an annual retainer, commissions, a business development allowance and reimbursement of various administrative fees incurred when carrying out his duties. For the fiscal year ended October
31, 2010, Mr. Bloomberg received a total of $336,043.

Mr. Bourgie ceased to be member of the Bank’s Board of Directors and its committees in August 2010. As a result, his compensation was prorated.

Includes a retainer of $8,750 as Chair of the CRCGC and the IC.

Includes a retainer of $15,000 as Chair of the CRCGC and the IC.

Mr. Coulombe received $17,000 in DSUs for serving on the board of directors of National Bank Life Insurance Company, $3,000 in DSUs as a member of the Ethics Committee of this Bank subsidiary,
$12,000 in DSUs as a member of the Board of Directors of National Bank Trust Inc. and $500 in cash as a member of the board of FMI Acquisition Inc.

Ms. Denham joined the Board on October 27, 2010 and was appointed a member of the HRC on October 28, 2010. As a result, her compensation was prorated.

Ms. Diamond-Gélinas received $17,000 in cash for serving on the board of directors of National Bank Life Insurance Company and $3,000 in cash as a member of the Audit Committee of this Bank
subsidiary.

Includes a retainer of $200,000 as Chairman of the Board.

Includes a retainer of $12,500 as Chair of the HRC.

Includes a retainer of $7,500 as Chair of the HRC.

Includes a retainer of $10,000 as Chair of the ARMC.

Includes a retainer of $15,000 as Chair of the ARMC.

Ms. Laflamme was appointed a member of the HRC on March 31, 2010. As a result, her compensation was prorated.

Ms. Laflamme elected to receive 50% of her compensation in Common Shares and 50% in DSUs for the first quarter, and 100% in DSUs for the following quarters.

As a Bank executive, Mr. Vachon receives no compensation as a director of the Bank or any of its subsidiaries. For more information about Mr. Vachon’s compensation, including the values of his PSUs,
RSUs and options, please refer to Section 7 of this Circular.
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SECTION 5

INFORMATION ON THE BOARD AND ITS COMMITTEES

THE BOARD

The main duty of the Board is to oversee the management of the Bank,
safeguard its assets, and ensure its viability, profitability and development.
Ithas also adopted a mandate which is reproduced in its entirety in Schedule
C to this Circular and may be found under “More About Us” on the Bank’s

website (www.nbc.ca).

HIGHLIGHTS OF FISCAL 2010

- Composition of the Board and independence — As at October 31, 2010,
the Board was composed of 15 directors, 12 of whom are independent,
i.e., 800/0;

-  Attendance - Thedirectors attended, on average, 98.3% of the meetings
of the Board and 97.1% of the meetings of the committees of the Board
onwhich they serve, as described in more detail in the respective career
profiles of each director nominee in Section 3 of this Circular;

- In camera meetings — During fiscal 2010, the independent directors
regularly metin camera, without any members of the Bank’s management
orthe non-independent directors being present;

- Crossdirectorships —AsatOctober 31, 2010, two directors, Paul Gobeil
and Marc P. Tellier, were serving on the board of directors of another
reporting issuer, Yellow Media Inc., of which Mr. Tellier is the President
and Chief Executive Officer;

- Advisoryvote on executive compensation — Atthe Annual Meeting of the
Holders of Common Shares held on March 31, 2010, the holders of
Common Shares voted 98.55% in favour of the advisory resolution on
the Board’s approach to executive compensation. The othervoting results
are available on the SEDAR website (www.sedar.com);

- Meetings with shareholder groups —Members of the Bank’s management
met, at the request of the Board, with representatives of shareholder
groupsto discuss various topics of interestincluding the Board’s approach
to the Bank’s executive compensation;

- Board succession — The directors had several discussions about its
succession planningand addedtoits evergreen list of potential candidates.
The Board looks for competencies in the candidates that complement
those of the current members;

- Assessment process — The Board’s assessment process was conducted
in the form of one-on-one meetings between each director and Jean
Douville, Chairman of the Board. At the meetings, the directors had the
opportunity to discuss with him theirthoughts on the performance of the
Board, the Board committees on which they serve, the Chairs of each
Board committee and theirown contribution. Each directoralso submitted
to André Caillé, Chair of the CRCGC, their comments on the performance
of the Chairman of the Board. Mr. Caillé was also available to meet with
directors who wished to discuss the Chairman’s performance. Further to
these one-on-one meetings, the CRCGC held a meeting, at which
Mr. Douville was a guest, to review and discuss the comments gathered
from the one-on-one meetings, and assessed the relevance of changing
orimproving the performance and effectiveness of the Board, the Board
committees, the Chairman of the Board (in the absence of Mr. Douville),
the committee Chairs and each director. The CRCGC then reported to the
Board; and

- Continuing education — The directors attended several training sessions
on topics of interest to the Bank in order to enhance their knowledge
about areas relating to their duties. In particular, the directors attended
sessions on the conversion to IFRS, the Basel Ill Accord and the Internal
Capital Adequacy Assessment Process (ICAAP). For more information on
continuing education, please refer to the Statement of Corporate
Governance Practices in Schedule B to this Circular.

CORPORATE GOVERNANCE PRACTICES

The Statement of Corporate Governance Practices is presented in Schedule B

to this Circular. The Bank’s corporate governance practices stipulate, in

particular:

—  thepromotion, by the Board, of integrity and ethical behaviourwithin the
Bank;

—  share ownership requirements applicable to directors and all officers of
the Bank and its designated subsidiaries;

— theelection of directors through majority voting, namely, a nominee will
be deemed not to have received the support of shareholders, even if he
orsheis elected, where the number of votes withheld exceeds the number
of votes cast in favour of his or her election at an annual meeting of the
holders of Common Shares;

—  that, barring exceptions, the maximum period that a director may serve
on the Board is 15 years;

—  that the directors of the Bank do not receive stock options and do not
participate in any Bank pension plan;

—  theselection criteria fordirectornominees, which include, otherthan the
knowledge and competencies of the nominees, their ability to make
objective and informed decisions, their impartial judgment, their
leadership, theirintegrity and honesty and theiravailability to fulfill their
role as a director;

—  that half of all nominees selected for directorships that become vacant
inthe future be womenin ordertoincrease the number of female directors
and strive for parity between men and women on the Board;

—  that the independent members of the Board are scheduled to meet in
camera, without any members of the Bank’s management being present,
at each meeting of the Board or its committees;

—  thattheroles of Chairman ofthe Board and President and Chief Executive
Officer are separate;

—  that the Board review and approve the overall risk philosophy and risk
appetite of the Bank and ensure that the Bank’s management sets up
appropriate systems for effective management of those risks;

—  thatthe mandates of the Board and its Chairman, as well as those of the
Board’s committees and theirrespective chairs, be available on the Bank’s
website (www.nbc.ca); and

—  the annual assessment of the Board, its members and the members of
its committees, including the Chairman of the Board and the committee
Chairs.

BOARD COMMITTEES

In performing its duties, the Board is assisted by three standing committees:
the ARMC, the CRCGC, and the HRC. The Board may also create ad hoc
committees for specific purposes, whenever the situation so requires.

With the assistance of the CRCGC, the Board develops and approves
mandates describing the role and responsibilities of each of its committees.
The text of the mandate of each committee can be found in its entirety
under “More About Us” on the Bank’s website (www.nbc.ca). The text of the
mandate of the ARMC can also be found in its entirety in the Bank’s Annual
Information Form. The Statement of Corporate Governance Practices of the
Bank in Schedule B to this Circular contains additional information on the
Board’s committees, namely, their authority to hire legal counsel or other
independent consultants.

The Board’s committees are composed exclusively of independent
directors, as defined in the standards established by the CSA, and the
committee members are scheduled to meet without the Bank’s management
being presentat each of their meetings. For more information on the concepts
of independent directors and conflicts of interest, please refer to the
Statement of Corporate Governance Practices in Schedule B to this Circular.
The list of committee members appears in the description of each committee
in this section of the Circular.
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SECTION 5 INFORMATION ON THE BOARD AND ITS COMMITTEES (cont.)

Independent Committee

On May 27, 2010, the Board, on the recommendation of the Independent
Committee, abolished this committee created in August 2007 to examine
the facts surrounding the ABCP file and to recommend to the Board the
measures to be taken to safeguard the interests of the Bank and its
shareholders. When the committee was disbanded, its members were André
Caillé, the Committee Chair, Bernard Cyr, Marcel Dutil, Jean Gaulin and
Roseann Runte. The committee met only once in 2010.

AUDIT AND RISK MANAGEMENT COMMITTEE

Members

André Caillé

Bernard Cyr

Nicole Diamond-Gélinas
Jean Gaulin

Paul Gobeil, Chair
Louise Laflamme

Independence of Members
The ARMCis composed exclusively of independent directors, as defined in
the standards established by the CSA.

Competencies of Members

All the members of the ARMC are “financially literate” within the meaning
of CSArules relating to audit committees. AlLARMC members have acquired
the necessary experience and knowledge to adequately fulfill their duties
as ARMC members from having served as chief executive officers or directors
of other corporations or through their academic background. Several of
them serve or have served on the audit committees of various corporations.
For more information about the expertise and experience of each member
of the ARMC, please refer to the Information on the Audit and Risk
Management Committee of the Board of Directors section of the Bank’s
Annual Information Form.

Mandate of the Audit and Risk Management Committee
The ARMC assists the Board in audit and risk management matters.

The main duties and responsibilities of the ARMC are described
below.

Financial reporting
—  Review and recommend to the Board for approval, the consolidated

financial statements of the Bank and the related external auditors’
reports, Management’s Discussion and Analysis, press releases
concerning material financial information, audit processes, and
management information systems, and all other material financial
information, in order to ensure their integrity, the effectiveness of
processes and compliance with applicable accounting standards. The
ARMC recommends the approval thereof to the Board before the
statements are publicly disclosed.
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Compliance and External Auditors

— Actasanintermediary between the Board and the Bank’s independent
oversight functions, namely, Internal Audit, Corporate Compliance
and the external auditors;

—  Oversee the work of Internal Audit and Corporate Compliance;

—  Obtainreasonable assurance that the Bank and its subsidiaries have
the policies, programs, procedures, structures and management
systems required to comply with legislation, regulations, guidelines,
and the codes of conduct that govern them, and that these are
operational and aligned with sound industry practices;

- Review, evaluate and approve the Bank’s internal control
procedures;

—  Recommend to the Board the appointment and compensation of the
external auditors, or their dismissal, if applicable, and confirm the
nature and scope of their mandate;

—  Review the independence of the external auditors and periodically
assess the performance of the lead engagement partner and
his team;

—  Provide prior approval of all mandates given to external auditors,
in accordance with the Guidelines for the Management of Services
Provided by the External Auditors; and

—  Approve the Bank’s anti-PCMLTF policy and ensure that the policy
enabling the Bank to meet its obligations to detect and deter PCMLTF
are applied and monitored.

Risk Management
- Reviewandapprove the statements, measures and overall targets for

the Bank’s risk appetite, and recommend their adoption to the
Board;

—  Carry out a review of risk management and risk management
controls;

—  Review and recommend to the Board the adoption of policies for
managing significant risks to which the Bank is exposed, and review
those policies periodically;

—  Approve the credits of clients that exceed the powers delegated to the
members of the Bank’s management and which are defined in the
Credit Risk Management Policy of the Bank; and

—  Approve all material aspects of risk rating systems and related
parameters.

Capital, Liquidity and Funding Management

—  Review and recommend to the Board the adoption of liquidity and
funding management, capital management, and stress testing policies,
including the approval of stress testing scenarios.




SECTION 5 INFORMATION ON THE BOARD AND ITS COMMITTEES (cont.)

The duties and responsibilities of the ARMC are described more fully
in its mandate, which is revised periodically. The text of the mandate can
be found in its entirety under “More About Us” on the Bank’s website
(www.nbc.ca) and in the Bank’s Annual Information Form.

Achievements During the Fiscal Year

The members of the ARMC met 14 times during the past fiscal year. In

addition to the matters identified at the beginning of the year and its

responsibilities under its mandate, in particular, reviewing and approving
the credits that exceed the powers delegated to members of the Bank’s
management, the ARMC dealt with ad hoc files.

The following matters were among those dealt with by the ARMC during
the past fiscal year:

- recommendation to the Board that SB/DT be reappointed as the
external auditors of the Bank for the fiscal year ending October 31,
2010;

—  reviewand approval ofthe quarterly consolidated financial statements,
the audited annual consolidated financial statements, the Annual
Report, the Annual Information Form and the press releases for the
declaration of dividends and complementary financial information;

- review of the conclusions of the external auditors concerning the
annual consolidated financial statements and the discussion with the
external auditors concerning the annual and quarterly consolidated
financial statements;

- review of the annual report on internal control over financial
reporting;

—  review and approval of Internal Audit’s annual plan;

—  review of various sensitivity analyses related to credit risk;

—  review of Internal Audit’s annual report;

—  review of the progress reports concerning the adoption of IFRS;

- review and approval of the assumptions retained for the capital
stress-testing scenarios;

—  review of the methodology for determining the general allowance for
credit risk;

— review of the annual report of the Chief Compliance Officer and the
Legislative Compliance Program;

—  review and recommendation to the Board of the Strategic Investment
Policy;

— review and approval of the mandate of the Global Risk Committee;

—  review of the annual report on the fight against PCMLTF;

- review and approval of the external audit program for the fiscal year
ending October 31, 2010;

— assessment of the performance of Corporate Compliance;

- review of the assessment of the external auditors;

—  review of the annual report on corporate investments;

— review of the annual report on litigation against the Bank and its
subsidiaries; and

— reviewand recommendation to the Board of the Liquidity Contingency
Plan and the Capital Contingency Plan of the Bank.

CONDUCT REVIEW AND CORPORATE GOVERNANCE COMMITTEE

Members

André Caillé, Chair
Shirley A. Dawe
Paul Gobeil
Roseann Runte

Independence of Members
The CRCGC is composed exclusively of independent directors, as defined
in the standards established by the CSA.

Competencies of Members

All the members of the CRCGC have the experience and competencies
required to contribute effectively to the performance of the CRCGC’s
mandate. All CRCGC members have acquired the necessary experience and
knowledge to adequately fulfill their duties as CRCGC members from having
served as chief executive officers or directors of other corporations or
members of other conduct review and corporate governance committees
or through their academic background.

Mandate of the Conduct Review and Corporate Governance Committee
In addition to assuming the responsibilities assigned to it under the Act,
the CRCGCassists the Board in overseeingimplementation of and compliance
with the Bank’s corporate governance rules, policies and procedures, and
in keeping abreast of legislative and regulatory changes and market trends
relating to governance.

The main duties and responsibilities of the CRCGC are described
below.

Composition and function of the Board and its committees

—  Develop and periodically revise the selection criteria for electing or
re-electing directors and the Board’s Charter of Expectations for
Directors;

—  Make recommendations regarding the composition of the Board and
ensure succession planning for directors;

—  Draw up the list of director nominees for each of the Bank’s annual
meetings;

— Assess, on an annual basis, the independence of directors who are
standing for re-election, and develop and periodically revise the
Director Independence Policy;

—  Ensure that orientation and continuing education programs for
directors are in place;

—  Periodically review the mandates of the Board, the Board committees
and the committee Chairs; and

- Make recommendations to the Board regarding director
compensation.
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SECTION 5 INFORMATION ON THE BOARD AND ITS COMMITTEES (cont.)

Oversight of governance matters

—  Prepare the Bank’s governance rules, policies and procedures;

—  Review and approve the standards of conduct and ethical behaviour,
including the Code of Professional Conduct applicable to directors,
officers and employees of the Bank;

—  Ensure that controls are in place for adequate management and
monitoring of related party transactions at the Bank; and

—  Ensurethatmeasuresarein placeto obtain feedback from stakeholders
to make sure that the Bank communicates effectively with its
shareholders.

Assessment of the Board, its committees and directors

—  Establish a process for assessing the performance and effectiveness
of the Board overall, its committees, the Chairman of the Board, the
Chairs of the Board committees and the directors.

The duties and responsibilities of the CRCGC are described more fully
in its mandate, which is revised periodically. The text of the mandate can
be found in its entirety under “More About Us” on the Bank’s website

(www.nbc.ca).

Achievements During the Fiscal Year

The members of the CRCGC met six times during the past fiscal year. In

addition to the matters identified at the beginning of the year and its

responsibilities under its mandate, the CRCGC dealt with ad hoc files.
The following matters were among those dealt with by the CRCGC
during the past fiscal year:

— assessment of the independence, eligibility and availability of the
Board members;

— reviewofrecentdevelopments pertaining to governance and conduct
review and recommendation to the Board of certain changes to the
Bank’s governance practices;

—  review and recommendation to the Board of the Management Proxy
Circular (including replies to the shareholder proposals received) and
the form of proxy forthe next Annual Meeting of the Holders of Common
Shares of the Bank;

-  review and recommendation to the Board of the appointment of the
Chairman of the Board, the composition of the Board committees and
the appointment of their committee Chairs;

—  review of the report on complaints from Bank clients and of the Office
of the Client Ombudsman;

—  review of amendments to regulations concerning insider reporting;

— review of the file on Board succession and the selection of potential
candidatesto replace directors who will have completed 15 consecutive
annual mandates by 2013;

— recommendation of director nominees forthe next Annual Meeting of
the Holders of Common Shares of the Bank;
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review of the proposed methodology for assessing the Board, the
Chairman of the Board, committees and committee Chairs, and the
review of the results of this assessment;

review and recommendation to the Board of the policy for reporting
irregularities relating to accounting, internal accounting or auditing
controls;

review of the compensation of the members of the Board;

review and recommendation to the Board of the mandates of the Board,
the Chairman of the Board, the Board committees and their Chairs;
review of the report concerning the application of the Bank’s Code of
Professional Conduct; and

revision of the selection criteria for electing or re-electing directors,
the Charterof Expectations for Directors, and the DirectorIndependence
Policy.



SECTION 5 INFORMATION ON THE BOARD AND ITS COMMITTEES (cont.)

The following terms are used for the purposes of Sections 5, 6 and 7
of this Circular pertaining to the HRC, the Named Executive Officers
and their compensation:

The Bank’s management (as at October 31, 2010):

= the President and Chief Executive Officer and the members of
the Office of the President, namely:

- the Chief Financial Officer and Executive Vice-President —
Finance, Risk and Treasury;

- the Executive Vice-President — Wealth Management and
Co-President and Co-Chief Executive Officer, NBF;

- the Executive Vice-President — Financial Markets and
Co-President and Co-Chief Executive Officer, NBF;

- the Executive Vice-President — Personal and Commercial
Banking;

- the Senior Vice-President — Operations and Strategic
Initiatives Office;

- the Senior Vice-President — Information Technology, Sourcing
and Organizational Performance; and

- the Senior Vice-President — Human Resources and Corporate
Affairs.

Named Executive Officers:

- “Named Executive Officers” means the President and Chief
Executive Officer, the Chief Financial Officer and the three most
highly compensated members of the Bank’s management as
defined in Regulation 51-102 of the CSA, namely:

President and
Chief Executive Officer

Louis Vachon

Chief Financial Officer and
Executive Vice-President —
Finance, Risk and Treasury

Patricia Curadeau-Grou

Executive Vice-President —
Financial Markets and
Co-President and Co-Chief
Executive Officer, NBF

Ricardo Pascoe

Executive Vice-President —
Wealth Management and
Co-President and Co-Chief
Executive Officer, NBF

Luc Paiement

Executive Vice-President —
Personal and
Commercial Banking

Réjean Lévesque

Executives:

- “Executives” means the members of the Bank’s management,
the Senior Vice-Presidents and the Vice-Presidents of the Bank,
all direct reports of the members of the Bank’s management
who are employees of Bank subsidiaries, as well as any
employees of the Bank whom the HRC considers to hold an
equivalent function.

HUMAN RESOURCES COMMITTEE

Members

André Caillé
Shirley A. Dawe
Gillian H. Denham
Marcel Dutil

Jean Gaulin, Chair
Louise Laflamme
Marc P. Tellier

Independence of Members
The HRC is composed exclusively of independent directors, as defined in
the standards established by the CSA.

Competencies of Members
All HRC members have the competencies in the area of human resources,
executive compensation and risk management as a result of their serving
or having served in such roles as chief executive officers or senior leaders
within large corporations or through their academic background.

Infiscal 2010, as part ofits ongoing process to increase its competency,
the HRC adopted a mechanism to self-assess its members’ expertise and
experience.

Mandate of the Human Resources Committee

The HRC supports the Board in exercising its duties relating to human
resources and its governance responsibilities concerning compensation.
The HRC ensures in particularthat the compensation policies and programs
implemented are conducive to achieving the Bank’s strategic and financial
objectives, without however compromising its viability, solvency or
reputation.

The main duties and responsibilities of the HRC are described below.
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SECTION 5 INFORMATION ON THE BOARD AND ITS COMMITTEES (cont.)

Compensation Policies, Programs and Practices

—  Review and approve the Bank’s total compensation policies and
programs, including equity incentive plans as well as the other
employment conditions and staff benefits applicable to the Named
Executive Officers, other Executives, certain designated employees
and employees of the Bank. The HRC recommends to the Board that
it approve new compensation programs or any material changes to
existing programs;

—  Check, on a regular basis, that the Bank’s compensation policies,
programs and practices promote the achievement of the Bank’s
business objectives without compromising its viability, solvency or
reputation;

- Ensurethatthe Bank’s compensation policies, programs and practices
are in compliance with the regulations and standards in effect; and

—  Ensure that the compensation paid to Executives of the Bank and its
designated subsidiaries is closely tied to shareholders’ long-term
interests and to do so, ensure regular follow-up of share ownership
requirements.

President and Chief Executive Officer

—  Set the annual key performance indicators and objectives linked to
the compensation of the President and Chief Executive Officer and
recommend to the Board that it approve the targets set for his
short-term variable compensation;

—  Appraise, on an annual basis, the accomplishments and performance
of the President and Chief Executive Officer with respect to the annual
objectives and key performance indicators as well as the prudence
with which he has managed the Bank’s operations and the risks to
which the Bank is exposed and report to the Board;

—  Approve and recommend to the Board thatitapprove the compensation
of the President and Chief Executive Officer; and

—  Reviewand approve the description of the duties of the President and
Chief Executive Officer.

Other Members of Management

—  Receive and review, on an annual basis, the report of the President
and Chief Executive Officer on the performance of the other members
of management and the prudence with which they have managed the
Bank’s operations and the risks to which it is exposed; and

—  Recommendtothe Boardthatitapprove the compensation of the other
members of management.

Succession Planning

—  Periodically review the profile of Executives possessing the necessary
competencies to hold senior management positions as well as the
executive succession and development plan, and assist the Board in
monitoring the succession planning process; and

—  Review the general terms and conditions of all agreements signed
between the Bank and a member of the Bank’s management in the
event of termination or change of control.

Pension Plan

-  Ensureoversight of the pension plans of the Bank and its subsidiaries
and of the Pool Fund for Participating Pension Plans of the Bank;
and

—  Receive and review, at least once a year, the reports on the decisions
and activities of the Retirement Committee of the Bank, the financial
position and returns of the pension plans of the Bank and its
subsidiaries.
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Shareholder Disclosure and Governance

—  Disclose clearly to shareholders the Board’s approach to executive
compensation, particularly through the statement of compensation
of the Named Executive Officers, which presents the Compensation
Discussion and Analysis as well as the decisions made by the HRC, as
required under applicable securities legislation and Toronto Stock
Exchange rules.

The duties and responsibilities of the HRC are described in its mandate,
which is periodically reviewed. The text of the HRC’s mandate can be found
in its entirety under “More About Us” on the Bank’s website (www.nbc.ca).

Achievements During the Fiscal Year
The members of the HRC met seven times during the past fiscal year. In
addition to the matters identified at the beginning of the year and its
responsibilities under its mandate, the HRC dealt with ad hoc files.

The main topics that held the attention of the HRC during the last fiscal
are the following:

Compensation Policies, Programs and Practices

—  Approval of the short-term variable compensation and the mid- and
long-term compensation awards for all employees for fiscal 2009;

—  Approval of the fiscal 2010 performance targets for the variable
compensation programs for all employees;

—  RecommendationtotheBoardthatitapprovethevariable compensation
program for Financial Markets executives and specialists;

—  Recommendation to the Board that it approve the compensation for
fiscal 2009 for portfolio managers at Natcan Investment Management
Inc. (“Natcan”) and the variable compensation program for Natcan
portfolio managers for fiscal 2010;

—  Approval of the fiscal 2010 salary policy for the Bank and its
subsidiaries;

—  Approval of the changes to be made to the commission program for
NBF Investment Advisors;

—  Approval of the annual salary adjustments for Executives of the Bank
and its subsidiaries;

—  Review of the competitiveness of the compensation of Financial
Markets executives;

- Review of the fiscal 2011 Incentive Compensation Program (ICP) of
the Bank;

—  Follow-up on the number of shares in the Bank’s share reserve for
issue under the Stock Option Plan; and

—  Approval of the changes that will be made in fiscal 2011 to the size of
mid- and long-term compensation awards.

President and Chief Executive Officer

— Recommendation to the Board that it approve the fiscal 2010
performance target forthe variable compensation program applicable
to the President and Chief Executive Officer;

—  Fiscal2009 performance appraisal of the President and Chief Executive
Officer;

- Reviewoftheresults forfiscal 2009 and recommendation to the Board
thatitapprove the short-term variable compensation and the mid- and
long-term compensation awards forthe President and Chief Executive
Officer;

—  Review of the competitiveness of the total compensation of the
President and Chief Executive Officer and recommendation to the
Board that it approve the adjustment to his base salary; and

—  Approval of the description of the duties of the President and Chief
Executive Officer.
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Other members of the Bank’s management

—  Review of the report of the President and Chief Executive Officer on
the performance of the other members of the Bank’s management for
fiscal 2009;

—  Recommendation to the Board that it approve the short-term variable
compensation and the mid- and long-term compensation awards for
the other members of the Bank’s management for fiscal 2009; and

—  Review of the competitiveness of the compensation of the other
members of management and recommendation to the Board that it
approve the adjustments to the base salary of some of them.

Succession Planning

—  Review of the succession plan for the Bank and its subsidiaries,
considering the competency profile of Executives; and

—  Review of the diversity of the Bank’s workforce as at December 31,
2009.

Pension Plans

—  Review of the alternatives for the pension plans of the Bank and its
subsidiaries;

—  Review of the Investment Policy for the pension fund of the Bank;
and

— Approval of the current target allocation limits and management
objectives of the Pool Fund for Participating Pension Plans of the
Bank.

Shareholder Disclosure

- Approvalofthe Policy Concerning the Advisory Vote and Communications
with Shareholders;

- Review and approval of Sections 5, 6 and 7 of the Management Proxy
Circular for the Annual Meeting on March 31, 2010; and

- Reviewand approval of the document entitled “The Board of Directors’
Approach to the Compensation of the Bank’s Executives prepared for
the Annual Meeting on March 31, 2010.”

Compensation Governance

—  Approval of the compensation-related mandates for independent
external consultants for fiscal 2010;

—  Review of the summary of the meetings with external governance
authorities, including the Canadian Coalition for Good Governance;

—  Review, at every regular meeting, of the progress of the action plan

on compensation submitted by the Bank to the OSFI;

Review of the report of the Bank’s Internal Audit department on variable

compensation programs;

Review of the report of the Bank’s Corporate Compliance and Internal

Audit departments on the work carried out in the Financial Markets

sectorin fiscal 2010; and

—  Reviewofthereportoffindings on compliance with the share ownership
requirements by Executives.
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SECTION 6

INFORMATION ON COMPENSATION

An information document summarizing the Board’s approach to executive compensation is also available on the Bank’s website (www.nbc.ca).

MESSAGE TO SHAREHOLDERS
The members of the Board recognize the importance of giving shareholders an opportunity to fully understand the principles on which we base decisions
about the compensation of the Bank’s Executives, including how they are paid, and what they were paid in fiscal 2010.

Consequently, we would like to share the compensation philosophy adopted by the Board and our appraisal of the performance of the President and
Chief Executive Officer, as well as inform you of the compensation-related decisions made concerning the Named Executive Officers and the other
Executives, and which are described in the Compensation Discussion and Analysis that follows.

Our priority: Generating a sustained and growing level of net income
The Bank’s priority is to consistently deliver returns to its shareholders that match or exceed those of its Canadian peers. The Bank is targeting 5-10%
annual net income growth and continuous productivity improvement while maintaining sound risk management practices.

To achieve this objective, the Bank’s management adopted a clear strategy and a detailed transformation plan. The purpose of this transformation
is to be a leader in client experience with the ability to provide best-in-class financial advice, solutions and service to Bank clients, regardless of their
point of entry. The central component of this strategy is the One client, one bank initiative. With this framework, the Bank can focus on its long-term
priorities, while meeting short-term challenges.

Our compensation philosophy
We believe that the Bank’s continued success would not be possible without the contribution of talented, experienced and qualified Executives and
employees. In orderto attract and retain these individuals in a fiercely competitive market, the Bank has a compensation philosophy based on the following
guiding principles.
—  OFFER competitive compensation in order to attract, motivate and retain qualified officers
—  RECOGNIZE Executives’ contribution with fair and equitable compensation based on their roles and responsibilities
- OFFER performance-based compensation, considering the different time horizons and encouraging sensible risk taking
—  PAY competitive compensation when results meet expectations, higher compensation when results exceed set objectives, and lower compensation
when they fall short of expectations
—  OFFER a level of variable compensation that encourages reasonable risk-taking which is in line with the Bank’s risk appetite
—  ENSURE symmetry between the level of variable compensation and the level of risk incurred over time
—  ENGAGE Executives to focus on enhancing the performance of the Bank and the value of shareholders’ investment
—  REQUIRE Executives to hold a minimum number of Common Shares of the Bank, in order to align their interests with those of the Bank’s
shareholders

The Bank’s performance is the main factor that guides our decisions on compensation. Our decision-making relies on the application of short-, mid-
and long-term variable compensation programs, using different financial metrics, and allowing risks to be spread over a broader time horizon. As a result,
more than 75% of the target direct compensation (the compensation paid when results meet objectives) of the Named Executive Officers is variable or
“at risk,” i.e., it depends on the extent to which a combination of corporate and individual objectives are achieved and the Bank’s share price. The
compensation of the Named Executive Officers contains the following elements:

Global compensation elements Objectives and return/risk relationship

Fixed: Base salary | It acknowledges the level of responsibility, expertise, competency and experience

Variable (returns based on level of risk):

Short term Annual bonus i The value is linked to the growth in available net income

Mid term Performance share unit (PSU) | The final value varies based on the growth of the Bank’s total shareholder return
(TSR) over three years compared to the growth in the S&P/TSX Banks Sub-index

Long term Stock options The final value is linked to the price of the Bank’s Common Shares over no more

than 10 years

Other: Employee benefits, pension { These provide Executives with assistance and security
plans and perquisites 3

26 National Bank of Canada / Management Proxy Circular



SECTION 6 INFORMATION ON COMPENSATION (cont.)

Compensation of the President and Chief Executive Officer: performance-based compensation
The compensation of Louis Vachon, the President and Chief Executive Officer, is based on the extent to which he achieves the quantitative and qualitative
performance objectives that the Board approved at the start of the fiscal year.

During this period of uncertainty concerning the global financial system, it was reassuring to note that in fiscal 2010 the Bank increased its netincome
by 21%, maintained the quality of its credit portfolio, as well as a solid Tier 1 capital level and liquidity profile.

However, the situation on financial markets and the substantial investments required as part of the One client, one bank initiative limited the Bank’s
capacity to meet its short-term financial objective set at the beginning of the yearin establishing Mr. Vachon’s annual bonus, which was growth in available
net income of 31%.

However, the Board is of the opinion that the initiatives and strategies implemented as part of the One client, one bank transformation are generating
tangible results in the short term and favouring the Bank’s growth in the medium term, thereby ensuring its sustainability. Overall, the Board is very
satisfied with the progress made by Mr. Vachon and his team in 2010.

Mr. Vachon’s total direct compensation was $5,213,800, representing 96% of his target total direct compensation, which is what he would have
received had the Bank’s financial results been identical to the objectives set at the start of the fiscal year. The details of Mr. Vachon’s compensation are
presented in “Information on the Compensation of the Named Executive Officers” in Section 7 of this Circular.

Conclusion
Because shareholders have a keen interest in executive compensation, the Board believes thatitis important to explain to shareholders the key components
of this compensation and how the Board’s compensation philosophy complies with the Bank’s strategic objectives and is aligned with best practices. For
more information on the Bank’s compensation philosophy and the individual compensation of the Named Executive Officers, please refer to Sections 6
and 7 of this Circular.

The Board has complete confidence in the future of the Bank and the members of management. The Bank is built on a solid foundation and has a
clear and well targeted strategy. Its management and the more than 18,000 employees form a strong, devoted team that deploys all the efforts needed
to ensure the Bank’s success and sustainability.

(signed) Jean Douville (signed) Jean Gaulin
Chairman of the Board of Directors Chair of the Human Resources Committee
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SECTION 6 INFORMATION ON COMPENSATION (cont.)

HIGHLIGHTS

The Bank reported solid financial results for fiscal 2010. Available net income totalled $971 million, up 22% from 2009. TSR was 40% as against 32% the
previous fiscal year. Earnings per share advanced 20% to $5.94.
- Diluted earnings per share, excluding specified items, reached $6.25 (for more information, see the Bank’s 2010 Annual Report), exceeding the

record performance in 2009;

—  The superior quality of the credit portfolio was maintained so that at fiscal year-end the Bank posted the lowest ratio of credit losses of all Canadian
financial institutions, both in absolute and relative terms; and
— TheBank’s Tier 1 capital ratio also placed it among the leaders in the industry in Canada and worldwide.

The following table presents the financial performance as well as changes in the Bank’s financial results and the total direct compensation of the

President and Chief Executive Officer over the past four fiscal years.

Financial performance

Results 2009 2008 2007
Available net income $971 million $795 million $744 million $520 million
Return on equity 17.0% 15.6 % 16.4% 11.5%
Diluted earnings per Common Share $5.94 $4.94 $4.67 $3.22
Tier 1 capital ratio in accordance with Basel Il 14.0% 10.7 % 9.4% -
Share price as at October 31 $67.13? $56.39? $45.21 $54.65
TSR 40% 32% 13)% 7%
Total direct compensation of the President and Chief Executive Officer $5.2 million $5.6 million $4.7 million $3.9 million

(1) Ratios calculated in accordance with the BIS Basel | rules in 2007.

(2) AsOctober 31, 2009 and 2010 were not business days, the share price on the previous business day, namely, October 30, 2009 and October 29, 2010, were used.

Relationship Between the Return on Bank Shares and the Compensation of Named Executive Officers
The following performance graph shows the cumulative total return on a $100 investment in Common Shares of the Bank on October 31, 2005, compared
to the total cumulative return of the S&P/TSX Banks Sub-index and the S&P/TSX Composite Index for the past five fiscal years, assuming dividends are
fully reinvested at the market price on each dividend payment date.

The bar chart shows the total compensation (excluding compensation in the form of dividends accumulated during the fiscal year and credited in the
form of additional PSUs, RSUs and DSUs under the PSU, RSU and DSU plans) paid to the Named Executive Officers in position at the end of each fiscal

year.

Value of Value of compensation
investment ($) ($ million)
200 [ ]
180 [
160 [— ]
140 —
120 — —
100 —
80 — —
60 —
40 — 15.7 18.6 18.9 16.8 ]
12.4 12.8
20 — I I
0
Oct. 05 Oct. 06 Oct. 07 Oct. 08 Oct. 09 Oct. 10
Il Total compensation of the
five Named Executive Officers
($ millions) 15.7 18.6 12.4 12.8 18.9 16.8
B Bank 100.00 106.90 99.10 86.10 113.90 139.80
| S&P/TSX Banks Sub-index 100.00 120.90 135.00 105.50 126.60 150.20
S&P/TSX Composite Index 100.00 121.70 147.70 101.40 117.40 140.20
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SECTION 6 INFORMATION ON COMPENSATION (cont.)

The above chart shows an increase in the cumulative total return on the Bank’s shares between 2005 and 2006, with a decrease in fiscal 2007 and
fiscal 2008, followed by a steep climb in 2009 and 2010.

The value of the compensation of the five Named Executive Officers in position at the end of each year followed a similar curve except in 2008
and 2010. In 2007, the compensation of the Named Executive Officers was reduced by 33% owing to the ABCP impairment charge. Moreover, during this
same period, the cumulative total return on the Bank’s Common Shares declined by 7%. In 2008, the level of total compensation was similar to 2007.
Although the Bank’s available net income recorded 43% growth compared to 2007, the market did not yet reflect this result because of the difficult
economic environment that had set in toward the end of summer 2008. In 2009, the curves representing share return and compensation moved in tandem.
In 2010, compensation decreased by 11% because the growth objective foravailable netincome set at the beginning of the yearwas only partially achieved.
However, the total cumulative return on the Bank’s Common Shares increased by 23%.

COMPENSATION GOVERNANCE

Independence of Members

The HRC has put in place procedures to ensure its independence from the Bank’s management and to have access to relevant information. The HRC
members, as per the HRC mandate, are therefore scheduled to meet in camera, without members of the Bank’s management being present, at each of
their meetings. This practice was followed at each of the seven meetings in 2010.

If necessary, the HRC may communicate directly with the Senior Vice-President — Human Resources and Corporate Affairs, or any other member of
management. The HRC may also inquire about any question it deems relevant and, to that end, has full access to the books, records and premises,
management and employees of the Bank, including Risk Management and independent oversight functions, such as Internal Audit and Corporate
Compliance.

Although the President and Chief Executive Officer, Louis Vachon, and the Senior Vice-President — Human Resources and Corporate Affairs, Lynn
Jeanniot, are invited to attend the meetings of the HRC, they do not have voting rights on any item. They must withdraw from the meeting when requested
and are not part of discussions concerning their own compensation.

Independent External Consultants

The HRC has the authority to retain, when it deems appropriate, the services of independent consultants to assist it in performing its duties and provide
it with the necessary information on market trends and best practices regarding compensation policies and programs as well as the competitiveness of
the compensation of the Bank’s management.

In fiscal 2010, in keeping with good governance practices, the Bank adopted guidelines on the hiring of external compensation consultants. The
objective isto ensure consultants’ independence vis-a-vis management so that the HRC members can effectively perform their oversight duties with regard
to compensation.

These guidelines enable the HRC to choose the external consultants deemed most qualified and to ensure their independence in carrying out the
mandates awarded by the HRC by clarifying the following elements:

— All contracts awarded and the associated professional fees for all work related to the compensation of the President and Chief Executive Officer or
members of the Bank’s management must be approved in writing by the Chair of the HRC;

—  The Chair of the HRC and its members will only approve the work that they feel would not compromise the independence of the external
consultant;

—  The Chair of the HRC receives the external consultant’s report;

—  The Chair of the HRC has at all times private access to the external consultant;

—  Attherequest of the Chair of the HRC, the external consultants meet with the other HRC members to present the findings of their study;

—  Each year, the HRC members examine the performance, independence and compensation of each external consultant given a mandate during the
fiscal year; and

—  The external consultant whose services were retained for a given mandate will be apprised of these guidelines and must undertake to follow them.

Duringthe past fiscal year, the HRC retained the services of Hay Group Limited (“Hay Group”) to confirm the competitiveness of the target compensation
(base salary, variable compensation programs and indirect compensation) of the positions held by the Bank’s management with that paid by companies
in the Bank’s peer group, by adjusting downward the peer group data to take into account the Bank’s relative size and the difference between the level of
responsibility associated with the Bank’s positions and that of comparable peer group positions.

The HRC also mandated the McLagan consulting firm for a study on the competitiveness of the compensation of the Executives of the Financial
Markets sector.
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SECTION 6 INFORMATION ON COMPENSATION (cont.)

Each year the Bank takes part in different compensation surveys conducted by the Hay Group and McLagan consulting firm on market practices and
compensation levels for management and non-management positions at the Bank and specialists of the Financial Markets sector. The following table
presents the fees paid to the Hay Group and McLagan in the past three fiscal years.

Fees Paid in Fees Paid in Fees Paid in
Independent External Consultants 010 2009 2008
Hay Group
Advisory mandates on compensation carried out for the HRC $ 75,559 $ 52,452 $ 71,773
Other mandates carried out for the Bank $ 19,110 $ 20,750 $ 18,076
McLagan
Advisory mandates on compensation carried out for the HRC $ 10,600 N/A N/A
Other mandates carried out for the Bank $ 33,650 $ 80,870 $ 10,228
Total fees
Total fees relating to advisory mandates on compensation carried out for the HRC $ 86,159 $ 52,452 $ 71,773
Total fees for other mandates carried out for the Bank $ 52,760 $101,620 $ 28,304

Approval Process for Compensation Policies and Programs
The HRC’s role is to review and approve the different compensation elements by developing orapplying policies and programs, while ensuring compliance
with governance principles. It also recommends to the Board that it approve new compensation programs or any material changes to programs.

At the beginning of each fiscal year, the HRC therefore approves the performance objectives of the President and Chief Executive Officer, reviews the
performance objectives set for the other members of the Bank’s management, and recommends that the Board approve the targets set for the variable
compensation program offered to the President and Chief Executive Officer.

The HRC also approves on an annual basis the mandates to be assigned to independent external consultants for market studies on total compensation.
During the year, their findings are first reviewed by the Bank’s management.

During the annual review of the total target compensation of the members of the Bank’s management, the HRC reads the results of the studies,
receives the recommendations of the President and Chief Executive Officer on the other members of management, and then conducts its own review in
order to make its recommendations to the Board.

At the end of the fiscal year, in order to determine the value of short-, mid — and long-term variable compensation to be awarded, the HRC appraises
the performance of the President and Chief Executive Officer by comparing his results against the objectives set at the start of the fiscal year. For the other
members of the Bank’s management, the HRC considers the appraisal report from the President and Chief Executive Officer. The HRC also takes into
account the variable compensation envelopes created by applying the programs.

Each year, the HRCreceives a letter signed by three executives in internal control functions, confirming the accuracy of the application of the variable
compensation programs and the financial results used to calculate the bonus envelopes for the Bank’s management, Executives, Financial Markets
specialists and all employees.

While the HRC is assisted in this process by the Bank’s management and independent external consultants when needed, it has the authority to
recommend to the Board that it approve the different compensation elements.

Compensation and Risk Management
The HRC ensures that the Bank’s compensation policies and programs respect the regulations and standards in effect, promote sound risk management
and ensure that compensation paid is closely tied to the Bank’s financial performance and shareholder return.

Itis therefore important for the HRC to be fully aware of the risks that could affect the Bank’s performance. It benefits from the expertise of three of
its members who also serve on the ARMC, and the continuing education designed to meet the needs of its members concerning prudent risk management.
The HRC also calls on the expertise of the different sectors at the Bank, such as Compensation, Finance and Risk Management, which cooperate in designing
and reviewing programs. Moreover, the HRC also officially meets with the Chief Financial Officerand Executive Vice-President — Finance, Risk and Treasury
in order to discuss the framework and principles of sound risk management and the symmetry between variable compensation and the level of risk
incurred.

In 2009, the G-20 adopted the Principles for Sound Compensation Practices issued by the FSB®, The Office of the Superintendent of Financial
Institutions (OSFI) is responsible for monitoring the implementation of these principles. Other groups that promote good governance, such as the Canadian
Coalition for Good Governance, have also made known their expectations regarding sound compensation risk management practices.

(1) The FSBis an international organization that succeeded the Financial Stability Forum in April 2009, which had been created by the G7 to promote the stability of the international financial system.
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Given the changes in the regulatory and prescriptive frameworks and new exemplary practices, the HRC paid particular attention, over the past two
fiscal years, to reviewing certain compensation programs in order to align them with best practices.
The following table presents how the Bank’s policies, programs and practices are aligned with the FSB principles:

FSB PRINCIPLES

IMPLEMENTATION BY THE BANK

The firm’s board of directors must play an active role in the design, operation, and evaluation of compensation schemes.

1.

The firm’s board of directors must actively
oversee the compensation system’s design and
operation.

In order to properly fulfill this responsibility, the Board must ensure the HRC members are
competent:

As part of its ongoing process to increase its level of competency, the HRC adopted a
mechanism to self-assess its members’ expertise and experience.

Two new members joined the HRC in 2010 enabling it to benefit from their recognized
expertise in the financial services industry and risk management as concerns compensation.
The continuing education program for Board members ensures that compensation
governance is aligned with prudent risk management.

The firm’s board of directors must monitor and
review the compensation system to ensure the
system operates as intended.

The HRC adopted guidelines for hiring external compensation consultants in order to ensure
the independence of the firms retained.

The Internal Audit sector annually presents to the HRC the results of its analysis of any
material differences between the compensation paid and payable under the Bank’s total
compensation policies and programs.

Risk Management representatives participate in each HRC meeting. They report on the
progress of the work to tie the value of the annual bonus envelopes for Executives and
specialists of the Financial Markets sector to the Internal Capital Adequacy Assessment
Process.

Staff engaged in financial and risk control must
be independent, have appropriate authority
and be compensated in a manner that is
independent of the business areas they oversee

and commensurate with their key role in the firm.

Employees in finance and risk control positions at the Bank receive competitive total
compensation. The value of their total variable compensation is linked to the Bank’s results,
not the results of the business lines to which they render their services. The portion of their
variable compensation is balanced with their fixed compensation.

Compensation arrangements, including bonuses, mu
horizon of risks. Payments should not be finalized ov:

st properly reflect risk and the timing and composition of payments to be sensitive to the time
er short periods where risks are realized over long periods.

4.

Compensation must be adjusted for all types
of risk.

At the start of fiscal 2010, a trigger was added to all variable compensation programs so that
no annual bonus envelope can be created if the Bank does not meet the minimum regulatory
capital required by regulatory authorities.

The Risk Management sector is finalizing a methodology to measure the level of risk assumed
by the different Bank sectors as part of the Internal Capital Adequacy Assessment Process.

5.

Compensation outcomes should be symmetric
with risk outcomes.

Compensation envelopes for Executives and specialists in the Financial Markets sector are
directly linked to the profitability of the sector’s business units.

A risk metric is currently used to trigger and subsequently establish the percentage of the
annual bonus envelope created for certain groups in the Financial Markets sector.

The Risk Management sector is developing a risk metric framework, based on economic
capital, for establishing the value of the bonus envelopes for all groups in the Financial
Markets sector.

Effective fiscal 2011, Financial Markets specialists will no longer be eligible for semi-annual
bonuses.
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FSB PRINCIPLES IMPLEMENTATION BY THE BANK
6. Compensation payout schedules must be sensi- —  Theannual bonus programs applicable to Executives and specialists in the Financial Markets
tive to the time horizon of risks. sector have a portion that is paid in cash and a portion that is deferred over three years. All

annual bonuses lower than $100,000 are paid in cash. Above this threshold, the percentage of
the portion of the bonus deferred varies as follows:
$100,000 - $400,000 = 30%
$400,000 — $1 million =35%
$1 million and over  =40%
For the Executives of the Financial Markets sector, the deferred portion corresponds to 40% of
their total annual bonus. The total deferred compensation of the Executive Vice-President —
Financial Markets, and Co-President and Co-Chief Executive Officer, NBF, represents 50% of
: his total direct compensation.
{ —  The Bank adopted a policy giving it the right to claw back the deferred portion of
| compensation in specific circumstances:
e When an employee is found guilty of dishonesty or unethical behaviour with respect to
his employment;
e When an employee is found guilty of misconduct and losses are incurred in that fiscal
year or subsequently (for up to three years); or
e When a unit’s financial results must be restated and reissued and employee
compensation is based on those results (clawback).

7. The mix of cash, equity and other forms of — Ingeneral, the Bank considers that the level of risk assumed by an Executive or a specialist is
compensation must be consistent with risk closely linked to his or her line level. This is why the Bank pays particular attention to how the
alignment. elements making up compensation complement each other. Depending on line level, total

compensation may consist of base salary, short-, mid- and long-term variable compensation,
pension plans, employee benefits, and perquisites.

—  The HRC considers the weighting of salary in relation to the value of the total compensation of
each member of the Bank’s management in order to ensure an adequate ratio between the
values of fixed and variable compensation.

Firms must publicly disclose clear, comprehensive, and timely information about compensation. Stakeholders, including shareholders, should be
adequately informed on a timely basis on compensation policies to exercise effective monitoring.

8. Supervisory review of compensation practices —  During fiscal 2010, the Bank made a commitment to the OSFI to review certain compensation
must be rigorous and sustained, and programs and practices to ensure that they are aligned with FSB principles.
deficiencies must be addressed promptly with
supervisory action.

9. Firms must disclose clear, comprehensive and —  The Board recognizes the importance of giving shareholders an opportunity to fully
timely information about their compensation understand the principles on which decisions about the compensation of Executives,
practices to facilitate constructive engagement including how they are paid and what they are paid, are based.
by all stakeholders. — In February 2009, the Bank was the first Canadian bank to put its approach to executive

compensation to an advisory vote of its shareholders.

—  The Bank has adopted a policy for an advisory vote on compensation and shareholder
disclosure.

—  The Bank has implemented a process for collecting and handling questions, comments or
suggestions from shareholders or shareholder associations, in order to give them the
opportunity to make their concerns known or better understand the Bank’s approach to
executive compensation.

—  Theinformation on the Bank’s website (www.nbc.ca) is updated regularly.

—  The Management Proxy Circular details the Bank’s compensation policies, programs and
practices.

Shareholder Disclosure

The Bank has alsoimplemented a process for collecting and handling questions, comments or suggestions from shareholders or shareholderassociations,
in order to give them the opportunity to make their concerns known or better understand the Board’s approach to executive compensation. Through an
annual advisory vote, shareholders can express their position on executive compensation, details of which are found in Sections 6 and 7 of this Circular.
For more information, please refer to Contacting the Board of Directors in Section 8 of this Circular.
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COMPENSATION DISCUSSION AND ANALYSIS
This compensation discussion and analysis explains in detail the philosophy and underlying principles of executive compensation. It also explains why
the HRC recommended to the Board that each of the compensation elements for fiscal 2010 be paid to the Named Executive Officers.

The information presented in the compensation discussion and analysis of the Named Executive Officers is in accordance with the policies, programs
and decisions made by the HRC and ratified by the Board during the fiscal year or preceding fiscal years. The HRC reviewed, approved and recommended to
the Board that it approve the content of this section.

Strategic Objectives of the Compensation Policy
The Bank’s priority is to consistently deliver returns to its shareholders that match or exceed those of its Canadian peers. To achieve this objective, the
Bank is targeting 5-10% annual net income growth and continuous productivity improvement while maintaining sound risk management practices.

The Bank’s compensation philosophy supports this objective by aligning the Bank’s vision, values and business strategy over time and by clearly
establishing the rationale for the approach to compensation. The Bank’s compensation philosophy is based on four guiding principles as presented in
the Message to Shareholders in this section of this Circular.

Starting from these principles, the total compensation policy incorporates the reflection, creation and management of the various compensation
components, such as salary, variable compensation and benefits. The Bank’s compensation policy can be summarized as follows.

1. Offer competitive compensation — The Bank aims to position its target compensation at the applicable peer group median, when results meet
expectations. To do this, the Bank continually benchmarks trends in its peer group. The Bank’s peer group is generally defined by the potential talent
pool for which the Bank competes to recruit qualified employees. It includes the corporations in the Canadian financial services industry with which
the Bank competes for the investment dollars of current and potential shareholders.

The Bank strives to ensure a fairbalance and consistency in the composition of the compensation it offers, while making sure that this compensation
is competitive on the market. The Bank’s compensation includes direct compensation components, such as base salary and variable compensation
programs, as well as indirect components such as benefits that provide employees and their families with assistance and security in their personal
and family life.

2. Recognize Executives’ contribution — The Bank offers salaries that reflect its Executives’ level of responsibility, expertise, competency and
experience.

3. Offer performance-based compensation, considering the different time horizons and encouraging sensible risk taking — The Bank offers short-,
mid- and long-term variable compensation programs, developed from different financial metrics, allowing risks to be spread over a broader time
horizon.

The Bank’s financial performance is the main factor that guides decisions on compensation. Therefore, the Bank offers performance-based
compensation that varies depending on the nature and level of contribution:

- The compensation programs are designed to reward Executives for their specific contribution to the annual results achieved and motivate them
to maintain their performance over time and grow shareholder value in the long term;

—  Thecompensation programs offered to employees in positions of control are structured to ensure theirindependence in carrying out their duties;
and

— The variable compensation programs offered to some specialists reward, in particular, their contribution to generating revenues within the
Bank’s risk tolerance limits.

Additional measures are taken to balance risk and return, to meet regulatory and prescriptive requirements as well as ensure the Bank’s
sustainability. More specifically, controls are in place in the various programs for Executives and specialists of the Financial Markets sector:

- Apolicy prohibiting Executives and specialists from purchasing financial instruments designed to hedge against a decline in the value of equity
securities awarded as compensation, or that the Executives or specialists hold directly or indirectly, or to offset such a decline;

— Aportion of the annual bonuses of Executives and specialists, who may have a material impact on the Bank’s risk profile, is deferred over three
years; and

— Aclawback clause for deferred compensation applies in certain circumstances.

Lastly, no annual bonus envelope can be created if the Bank does not meet the minimum regulatory capital required by regulatory authorities.
This measure applies to all short-term variable compensation programs including those offered to the Bank’s management, the Executives and

specialists of the Financial Markets sector, and those offered to all other employees of the Bank and its subsidiaries.

4. Require Executives to own Bank shares and help employees do the same — The Bank requires Executives to hold a minimum number of Common
Shares and offers a share ownership plan to employees of the Bank and its designated subsidiaries.
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Benchmarking
Eachyear, the HRC reviews the target total compensation of members of the Bank’s management in relation to that offered by the companies in the Bank’s
peer group.

The Bank’s policy is to position the target total compensation of each member of the Bank’s management in the median (the 50th percentile) of the
peer group adjusted downward to take into account the Bank’s particular characteristics, including its relative size, in accordance with the Hay Group
report. Target total compensation includes base salary, target annual bonus and mid- and long-term variable compensation.

The peer group used to establish the value of compensation varies according to the Bank’s business lines. For members of the Bank’s management,
the companies that form the peer group:

—  belongto the Canadian banking or financial services industry;

—  serve a comparable client group;

—  attract a similar profile of employees, professionals and experts; and
—  have alarge number of shareholders.

In 2010, the peer group did not change compared to the peer group used in 2009. It was composed of the following companies for positions held by
the Bank’s management:

Canadian banks Canadian insurance industry companies

Bank of Montreal Great-West Lifeco Inc.

Canadian Imperial Bank of Commerce Industrial Alliance Insurance and Financial Services Inc.
Royal Bank of Canada Manulife Financial Corporation

The Bank of Nova Scotia Power Financial Corporation

The Toronto-Dominion Bank Sun Life Financial Inc.

Leadership Development, Performance Management and Succession Planning

The Board is of the opinion that the contribution of talented Executives and employees is essential for the Bank to be successful. That is why recognition
of this contribution is an integral part of the compensation philosophy. Therefore, in 2009, as part of the implementation of its One client, one bank
approach, the Bank reviewed its leadership development, performance management and career and succession planning processes. This integrated
process makes it possible to measure Executives’ leadership and performance on an annual basis. Executives prepare an action plan, which consists
primarily of three main dimensions:

— annual objectives relative to their role and mandate;

— annual objectives relative to leadership development and commitment to desired values and behaviours; and

— annual objectives relative to the achievement of financial, strategic and organizational targets.

Adevelopment plan complements the action plan. Regular follow-up is performed by the Bank’s management at meetings to review and discuss each
of these dimensions and ensure that Executives’ career development and action plans are implemented.

Components of Executive Compensation
Depending on their role and responsibilities, Executives’ total compensation may consist of base salary, short-, mid- and long-term incentive bonuses,
pension plans, employee benefits, and perquisites.

Variable compensation programs are directly linked to predetermined performance metrics in order to align the vision, strategies and decisions over
time. They are based on different financial metrics so as to spread risks over a broader time horizon.
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The table below summarizes all components of total compensation. Amore detailed presentation of programs is provided in “Description of Programs”
in this section of the Circular.

Base salary

Eligibility

All Executives

Objectives

Reward Executives’ level of responsibility, expertise, competency and relevant experience

Variable/risk-based compensation programs and performance metrics

Annual compensation: risk-based awards

Deferred compensation: risk-based payments

Short term Mid term Long term
Time horizon 1 year 3 years 10 years or longer
Type of program  Annual Bonus Program RSU Plan Stock Option Plan
PSU Plan DSU Plan
Performance Available net income RSU Plan : N/A Growth in the Bank’s Common Share price
metric PSU Plan : Growth in TSR
Range of RSU Plan: N/A N/A
performance
metrics PSU Plan:
Threshold 80% of 2010 available net income 75% of relative TSR
Target Target available net income for 2010 100% of relative TSR
Maximum 120% of 2010 available net income 125% of relative TSR
Eligibility The Bank’s management and the majority | RSU Plan: certain Executives The Bank’s management and the majority
of Executives and employees PSU Plan: the President and Chief of Executives
Executive Officer and certain members
: of the Bank’s management
Objectives Provide all eligible employees with an | Promote the achievement of objectives for ~Promote the achievement of objectives for

incentive to achieve sustained and
growing earnings

Strengthen cooperation among all
business segments

Reward individual performance

the sustained growth in value for holders
of Common Shares by tying a portion of
the value of Executive compensation to
the future value of the Common Shares of

| the Bank

the sustained growth in value for holders
of Common Shares by tying a portion

of the value of Executive compensation
to the appreciation of the value of the
Common Shares of the Bank

Indirect compensation

Pension plans

Employee benefits

Perquisites

Eligibility

The majority of Executives

All Executives

The majority of Executives

Objectives

Encourage long-term retention of
Executives by rewarding their continued
service at the Bank and contributing to
their post-retirement income

Provide Executives and their families
with assistance and security so that
they can focus on their professional
responsibilities and on achieving the
Bank’s objectives

Offer Executives a limited number of
benefits to complement their total
compensation. For fiscal 2010, this
includes a vehicle (or a car allowance),
a parking space and the services of a
financial consultant
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Breakdown of Target Total Direct Compensation

Variable (risk-based) compensation represents a large portion of total direct compensation. It includes the annual bonus, the value of which varies
between 0% and 200% of the target bonus as it is linked directly to the Bank achieving its financial objectives. Over the past four fiscal years, the annual
bonus of the President and Chief Executive Officer has varied as follows:

Annual bonus as a % of base salary

Minimum Target Maximum Bonus awarded as a %

Year % % % of salary
2010 0 125 250 102
2009 0 125 250 165
2008 0 125 250 93
2007 0 125 250 0

Variable (risk-based) compensation also includes deferred compensation. The value of the final amount paid is risk-based because it depends on
the future value or the appreciation in the future value of the Bank’s Common Shares.
The following table presents the breakdown as a percentage of the total direct compensation of the Named Executive Officers.

Breakdown as a % of the total direct compensation

Fixed Variable (risk-based)

Risk-based award Risk-based award

Annual Short term Mid term | Long term
Base salary Annual bonus PSU/RSU Options/DSU Total
President and Chief Executive Officer 16% 20% 24% 40% 100%
Bank Executives who hold a corporate function 22% — 29% 20% — 22% 0% — 16% 39% - 51% 100%
Bank Executives who head a business line 8% —22% 22% — 33% 16% — 45% 15% — 39% 100%

Description of Programs

Base salary

Base salary makes up the fixed portion of total compensation. To determine the salary of each member of the Bank’s management, the HRC considers the
member’s level of responsibility, expertise, competency and experience. Moreover, the HRC considers the weighting of base salary in relation to the value
of the total compensation of each member of the Bank’s management in order to ensure an adequate ratio between the values of fixed and variable
compensation.

In order to ensure the competitiveness of the base salaries offered to the Bank’s management, including the Named Executive Officers, the HRC
reviews, on an annual basis, the comparison of their salary with the median salaries of the Bank’s peer group. The comparisons take into account the
relative size of the Bank and the differences in the responsibilities associated with the positions at the Bank and those of comparable peer group
positions.

Short-Term Variable Compensation Programs
Annual Bonus Program

The Bank is of the opinion that sustained growth in available net income will promote long-term growth in shareholder value. To do this, the Bank directly
links short-term variable compensation to growth in available net income.

Summary

Eligibility Bank’s management and the majority of Executives and employees

Performance metric Growth in available net income

Award of bonuses Individual bonuses are determined in relation to:
— the extent to which individual annual objectives are met and results obtained
— the assessment of leadership behaviours and adherence to the Bank’s values
— the extent to which financial, strategic and organizational targets are achieved

Form of bonuses Bonuses are paid annually in cash
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The purpose of this program is to tie the annual compensation of the majority of Executives and employees to the Bank’s growth objectives and rally
them around the One client, one bank approach. The annual bonus program is based on the following principles:
—  promote cooperation among the business segments;
— assessthe Bank’s financial performance in absolute terms;
—  provide an incentive to outperform objectives; and
— generate a minimum level of available net income before any bonuses are paid.

The target bonus for Executives and employees who participate in the program is established based on their position level. The bonus can vary
between 0% and 200% of the target bonus based on results obtained.

Application of the program for fiscal 2010
At the end of fiscal 2009, the Bank set its financial objectives for fiscal 2010 based on the economic outlook and market conditions at the time. For
fiscal 2010, the growth objective for available net income was set at 31% ($1,040 million) in relation to the available net income reported in 2009, i.e.,
$795 million.

In 2010, available net income was $971 million. The creation of the annual bonus envelopes of the Bank’s management represented 66.66% of their
target bonus envelopes. This percentage was established in a linear manner within the following limits:

Financial objectives results threshold actual results target maximum
(S millions) 2009 2010 2010 2010 2010
Available net income $795 $832 $971 $1,040 $1,248
% of envelope created 0% 66.66 % 100 % 200 %

The Board has the authority, following a recommendation from the HRC, to increase the bonuses, on an exceptional basis, by a percentage not
exceeding 15% of the value of the target bonuses (without however exceeding the maximum of 200% of the base salary), in order to take into account
specific situations.

Moreover, the HRC approves and recommends to the Board the annual bonuses to be awarded to each member of the Bank’s management, in light
of the achievement of their annual objectives and results, the assessment of their leadership behaviours and their ability to adhere to and instill the
organization’s values, as well as their contribution to the achievement of financial, strategic and organizational performance targets.

For more information on the performance indicators of the Named Executive Officers, please refer to Section 7 of this Circular.

For information purposes, the majority of Bank employees are eligible for the annual bonus program. The Bank also offers different programs to
specific groups of employees, through which it is able to reward group and individual contributions to the results of the Bank and their business
segment.

Annual bonus program for Executives of the Financial Markets sector
The Executives of the Financial Markets sector participate in a separate annual bonus program. The purpose of this program is to reward group and
individual contributions to the results of this sector.

Summary
Eligibility Executives of the Financial Markets sector
Performance metric Income before income taxes for the Financial Markets sector
Award of bonuses Individual bonuses are determined in relation to:
— the extent to which annual objectives and expected results in the Financial Markets sector are achieved
— the assessment of leadership behaviours and adherence to the Bank’s values
— the extent to which financial, strategic and organizational targets are achieved
Payment methods Bonuses are paid annually as follows:
— 60% in cash
— 40% in RSUs

The bonus envelopeis based on a predetermined percentage of the income before income taxes of the Financial Markets sector. Bonuses are calculated
and paid annually, based on year-end results.

In keeping with good governance practices, 40% of the annual bonus paid to each Executive is deferred in the form of RSUs. The value of these units
corresponds to the closing price of the Bank’s Common Shares on the Toronto Stock Exchange on the day preceding the grant. Additional RSUs are credited
to the Executive’s account in an amount equal to the dividends paid on the Common Shares. RSUs vest evenly over three years and expire at the end of
the third year. A cash payment will be equal to the number of vested RSUs multiplied by the price corresponding to the average closing price of the Bank’s
Common Shares on the Toronto Stock Exchange for the 20 days preceding the vesting date of the RSUs.
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Annual bonus program for specialists of the Financial Markets sector
Avariable compensation program is also offered to all the specialists of the Financial Markets sectorin order to reward them for theirindividual contribution
to the financial results of their various business units and of the sector as a whole.

Summary
Eligibility Specialists of the Financial Markets sector
Performance metric Profitability of the business units in the Financial Markets sector
Award of bonuses The envelopes are distributed as follows:
— 70% within the business unit
— 30% to all business units
Payment methods Bonuses are paid as follows:
— acash portion
— adeferred portion (established relative to the bonus amount)

Thevariable compensation formulas used to determine the bonus envelopes of the Financial Markets specialists are directly related to the profitability
of the business sectors where they work, and vary from one business unit to anotherin order to ensure their competitiveness on the market. The envelope
created for each business unit is distributed as follows:

- 70%withinthe business unitbased on individual contributions to the capacity to generate income, business relationships with clients and the degree
of individual responsibility assumed; and

—  30%to all business units on a discretionary basis as recognition for qualitative results that promote expected behaviours and organizational values
such as cooperation between business lines.

In keeping with good governance practices, a portion of the annual bonus for specialists is deferred in the form of RSUs. The following table presents
the rate in effect for fiscal 2010.

Rate in effect for fiscal 2010

Portion of annual bonus % deferred

Up to $100,000 L 0%

$100,000 - $400,000 30% of the portion
$400,000 - $1,000,000 i 35% of the portion
$1,000,000 and over ! 40% of the portion

Deferred Compensation — Mid-Term Variable Compensation Programs

Performance Share Unit Plan
During fiscal 2009, the Bank introduced a PSU Plan for the Named Executive Officers. The purpose of the PSU Plan is to tie a portion of executive
compensation to the future value of the Bank’s Common Shares.

Summary

Eligibility Named Executive Officers

Performance metric Growth in the Bank’s TSR compared to the growth in the S&P/TSX Banks Sub-index (relative TSR)

Vesting and term of grant 3 years

Valuation method The final value of PSUs is determined according to the Bank’s Common Share price, then adjusted upward or downward
depending on relative TSR

The parameters of the PSU Plan are as follows:

- Anumber of PSUs is granted annually based on the price of the Bank’s Common Shares (on the day preceding the grant);

—  PSUs vest three years after the grant date;

-  Dividend equivalents are paid in the form of additional PSUs; and

—  Atexpiry, the payout value will first be based on the market price of the Bank’s Common Shares and then adjusted upward or downward depending
on the TSR obtained by the Bank compared to the TSR of the S&P/TSX Banks Sub-index. This adjustment is calculated as follows:

Annual compound growth of the Bank’s TSR over 3 years
Annual compound growth of the S&P/TSX Banks’ TSR over 3 years

= relative TSR
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The adjustment to the payout value, based on the relative TSR result, will be established in a linear manner within the following limits:

Relative TSR Result Adjustment range
>1.25 125%
=1.00 | 100%
=0.75 L 75%

When the result is within the established range, a linear calculation is carried out. The payout may at no time exceed the maximum of 125% and may
not be below the threshold of 75%.

The HRC has reviewed stress tests presenting a number of possible scenarios of the Bank’s performance and examined the consequences of these
scenarios on the value of PSUs. The HRC has evaluated the possible values over three-year periods of expected, exceptional and weak performance. The
HRC concluded that granting PSUs makes it possible to establish an appropriate relationship between this compensation element and total shareholder
return.

Restricted Stock Unit Plan
The purpose of the RSU Plan is to tie a portion of the value of executive compensation to the future value of the Bank’s Common Shares.

Summary

Eligibility Certain Executives of the Bank

Performance metric Growth in the price of the Bank’s Common Shares

Vesting and term of grant 3 years

Valuation method — The value of the RSUs granted is equal to a predetermined percentage of the Executive’s base salary

| — The number of RSUs granted depends on:
e the dollar value of the grant
¢ the closing price of the Bank’s Common Shares on the day preceding the grant date
— Dividend equivalents are paid in the form of additional RSUs
— A cash payment will be equal to the number of vested RSUs multiplied by the price corresponding to the average closing
price of the Bank’s Common Shares on the Toronto Stock Exchange for the 20 days preceding the vesting date of
the units

In 2010, a portion of Ricardo Pascoe’s annual bonus was paid to him in RSUs. No other member of the Bank’s management received RSUs.
Deferred Compensation — Long-Term Variable Compensation Programs

Stock Option Plan of the Bank

The Bank’s Stock Option Plan has the following objectives:

—  Earnthe loyalty of the Bank’s management and motivate them to contribute to the Bank’s success; and

—  Encourage the Bank’s management to increase the value of the investment of holders of Common Shares.

Summary
Eligibility Bank’s management and the majority of Executives
Performance metric Growth in the price of the Bank’s Common Shares
Term of grant 10 years
Vesting Options vest over four years at the rate of 25% per year
Valuation method The number of options granted is based on:

— the dollar value of the grant

— the Black-Scholes value

Each stock option entitles the holderto purchase one Common Share at a price equalto the closing price of the Bank’s Common Shares on the Toronto
Stock Exchange on the day preceding the grant. Each year, when granting options, the HRC takes into account the number and term of previously granted
options.

Options vest over fouryears at the rate of 25% peryear. No options may be exercised in the first year after they are granted. Executives may exercise
theirvested options between the second business day following release of the Bank’s interim orannual consolidated financial statements and the 30th calendar
day following that date.
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Vested options may be exercised only by a plan member or his or her estate and are not transferable. They may be exercised in whole orin part before
the expiration date set by the HRC at the time they are granted, but such period cannot exceed 10 years. Options expire on their expiration date or when
employment at the Bank is terminated. Effective March 1, 2009, the options held by a Stock Option Plan member who retires from the Bank continue to
vestin accordance with the terms and conditions in effect. He or she has five years (instead of three) to exercise his or hervested options. For information
on the treatment of options depending on the reason for departure, please refer to the “Conditions applicable in the event of termination of employment”
table in Section 7 of this Circular.

In accordance with the special amendment procedure approved by the holders of Common Shares on March 7, 2007, the Stock Option Plan stipulates
that certain material amendments to the Stock Option Plan require shareholder approval, while certain minor changes can be approved by the Board
without shareholder approval. Subject to certain conditions, the Board may also amend some features of the options already granted. The Board did not
modify the Stock Option Plan during fiscal 2010.

Option grant process

The HRC grants options, on an annual basis, to eligible Executives and other designated persons of the Bank and its subsidiaries. Since the Stock Option
Plan was adopted, the Bank has made only one grant per fiscal year, on a specific date, without taking into account the Executives hired or appointed
during the fiscal year. This annual grant date has never been amended retroactively.

Moreover, the Board has set specific conditions under which options can be exercised. Accordingly, each member of the Bank’s management must,
upon exercising options granted since December 2002, keep the amount equal to the gain resulting from the exercise of vested options, after tax
considerations, in the form of Common Shares of the Bank for one year.

The Stock Option Plan clearly stipulates that the price of options already granted cannot be lowered, under any circumstances, to reflect changes in
the price of the Bank’s Common Shares. Executives can therefore only benefit from the options granted to them provided the Bank’s share price increases
steadily over the long term.

The number of Common Shares reserved fora member may not exceed 5% of the total number of Common Shares issued and outstanding. Under the
Bank’s long-term compensation programs, only the Stock Option Plan allows for the issuance of the Bank’s equity securities. Pursuant to Canadian
securities legislation, the following table shows the situation of the Stock Option Plan as at October 31, 2010.

Number of

securities

remaining

available for

Number of future issuance

securities to be Weighted- under equity

issued upon average exercise compensation

exercise of price of plans (excluding

outstanding outstanding securities

options, warrants options, warrants reflected in

or rights and rights column (a))

Plan category @) (b) (c)
Equity compensation plans approved by security holders 8,485,086 $50.92 4,285,499
Equity compensation plans not approved by security holders - - -
Total 8,485,086 $50.92 4,285,499

The table below presents the total number of options granted in December of each year and exercised in the past three fiscal years, as well as the

reserve for future grants at the end of each fiscal year.

Options Total options

available outstanding

Options Options for future and available

Value at Total value exercised outstanding grants for grant

Options granted grant date?® of grant during the at fiscal at fiscal at fiscal

in December® ) ) fiscal year year-end® year-end” year-end

2010 1,623,808 15.31 24,846,721 877,577 8 485,086 4 285,499 12770,585
2009 1,863,160 13.41 24,984,976 906,457 7,798,096 5,850,066 13,648,162
2008 2,357,740 8.72 20,559,493 1,006,511 6,711,730 7,842,889 14,554,619

(1)  The number of options available for future grants at the end of fiscal 2010 represented 2.64% of the total number of Common Shares outstanding. Of this number, 1,623,808 options were granted in

December 2010, which represents 1.0% of the total number of Common Shares outstanding at fiscal year-end.

(2) Thevalue of options was determined by using the Black-Scholes model (for compensation purposes) in 2010 and 2009, and 25% of the share price on the grant date for fiscal 2008.

(3) The number of options outstanding at the end of fiscal 2010 represented 5.2% of the total number of Common Shares outstanding at this date.
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Stock Appreciation Rights Plan of the Bank
The objective of the SAR Plan of the Bank is the same as that of the Stock Option Plan and adheres to the same granting and vesting conditions.

Summary

Eligibility Executives who are Canadian non-residents

Performance metric Growth in the price of the Bank’s Common Shares

Term of grant 10 years

Vesting SARs vest over four years at the rate of 25% per year

Valuation method The number of SARs granted depends on:
— the dollar value of the grant

— the Black-Scholes value

The HRC grants SARs to Executives and other designated employees of the Bank and its subsidiaries who are Canadian non-residents. For their part,
SAR beneficiaries can receive, on the exercise date, a cash amount equal to the difference between the closing price of the Bank’s Common Shares on the
Toronto Stock Exchange the day before the exercise date and the closing price the day before the grant date.

Like stock options, SARs may not be exercised before the vesting date and have a maximum term of 10 years as of the grant date. Moreover, unexercised
SARs shall be forfeited on the date they expire or the date the beneficiary resigns oris dismissed for cause.

Only Canadian non-residents received SARs in fiscal 2010. No SARs have been granted to Canadian members of the Bank’s management or Executives
since 1999. All unexercised SARs granted in 1999 expired in December 2009.

Deferred Stock Unit Plan

Executives can elect to receive a portion of their stock options in the form of DSUs. The purpose of the Plan is to tie a portion of executive compensation
to the future value of the Bank’s Common Shares.

Summary

Eligibility Bank’s management and the majority of Executives

Performance metric Growth in the price of the Bank’s Common Shares

Term of grant Period of active employment (DSUs cannot be exercised as long as the holder is employed)

Vesting DSUs vest over four years at the rate of 25% per year

Valuation method — Executives of the Bank may elect to receive up to 60% of their long-term compensation in the form of DSUs

— The number of DSUs granted depends on:
e the dollar value of the grant
e the closing price of the Bank’s Common Shares on the day preceding the grant date

— Dividend equivalents are paid in the form of additional DSUs

— A plan member may cash vested DSUs by filing a notice of redemption during a fixed period after termination
of employment

| — DSUs may be cashed only when an officer retires or leaves the Bank

NBF Deferred Compensation Plan
NBF offers a deferred compensation plan to its key Individual Investor Services employees. This deferred compensation plan was established to promote
growth in income and continuous improvement in profitability and foster retention of key employees.

Summary

Eligibility Executives and employees of NBF Individual Investor Services

Performance metric

Available net income

Employee contribution

Voluntary — up to 15% of annual compensation

Employer contribution

— The employer contribution is based on the Bank’s profitability
— Individual bonuses are distributed to certain employees with the highest individual contributions based on income
generated

Form of bonuses

The employee may invest his contribution and the employer’s contribution among six investment vehicules. The
employee receives deferred units of the investment vehicule chosen.
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Employee contribution
Under the Plan, employees may elect to defer up to 15% of their annual compensation until their retirement, as they do not participate in any pension
plan.

Employees may invest their contribution among six investment vehicles and can modify the fund allocation among the six investments, once a year.
Deferred stock units, the value of which is linked to the performance of the Bank’s Common Shares, are one of the investments proposed under the
Plan.

Employer contribution
The Plan also permits employees to invest the employer contribution among the same six proposed investments and modify the fund allocation among
the six investments once a year.

The amounts granted by the employer vest at the rate of 25% per year. The value of the vested units is payable, under certain conditions, upon
termination of employment or on retirement.

Employee Share Ownership Plan for Canadian Employees of the Bank and its Designated Subsidiaries
The Bank offers an ESOP to all its Canadian employees, including those at its designated subsidiaries. The aim of the ESOP is to build a stronger sense of
belonging among Bank employees.

Summary

Eligibility Members of the Bank’s management, Executives and all Canadian employees

Performance metric Growth in the price of the Bank’s Common Shares

Vesting and term of grant After the employee has completed one year of continuous membership in the ESOP. Subsequent contributions vest
immediately

Valuation method — Employees may contribute up to 8% of their gross salary per year
— Contributions are made by way of payroll deductions
— The Bank matches 25% of the employee’s contribution, up to $1,500 per year

Employee Benefit and Perquisite Programs

The Bank offers the Bank’s management and the majority of Executives the same benefit programs as all its employees. The purpose of these programs
is to provide Executives and their families with assistance and security so that they can focus on their professional responsibilities and on achieving the
Bank’s objectives. In addition, the Bank’s management and the majority of Executives benefit from perquisites that are comparable to those offered by
the competition.

Summary

Eligibility Bank’s management and the majority of Executives

Plans offered Employee benefits:

— Medical and dental care

— Life and accident insurance

— Income protection in case of disability

Perquisites:

— Banking services at no charge or at a reduced rate (offered to all employees)
- Use of a vehicle and a parking space

— Financial consultant fees reimbursed

Valuation method Employee benefit programs:

— Basic coverage in accordance with plan terms and conditions

— Option to increase basic coverage, if the Executive pays additional premiums
— Benefits taxable in accordance with the prescribed legislation in effect
Perquisites:

— Set annual limit

i — Benefits taxable in accordance with the prescribed legislation in effect
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Pension Plan and Post-Retirement Allowance Program
The Bank offers all eligible employees, including the Bank’s management, a registered defined benefit pension plan and a Post-Retirement Allowance
Program (“PRAP”). The purpose of these plans is to encourage long-term retention of Executives by recognizing their continued service at the Bank and
by contributing to their post-retirement income.

The benefits accrued under the defined benefit pension plan and the PRAP form an integral part of the total compensation offered by the Bank. A
pension is payable under the registered pension plan up to the maximum pension prescribed by current legislation, while the PRAP provides for any

supplemental pension.

Summary

Definition of plans

The contributory defined benefit pension plan is subject to regulations governing retirement plans under federal
jurisdiction

The PRAP aims to fully or partly offset the impact of the limits prescribed under tax legislation with respect to pension
benefits provided by a registered plan

Normal retirement age
(without pension reduction)

Pursuant to the pension plans, the normal retirement age for the members of the Bank’s management is 60

Years of credited service

The number of years of credited service for purposes of the PRAP is limited to 35

President and Chief
Executive Officer

— Two years of credited service for each year of membership between August 1, 2006 and July 31, 2010, 1.25 years of
credited service for each year of membership between August 1, 2010 and July 31, 2017 and one year of credited
service for each year of membership thereafter, up to 35 years of credited service

— These conditions for crediting years of service were approved taking into account all of Louis Vachon’s years of
service at the Bank and its subsidiaries where no pension plan was offered

Other members of
management

— One year of credited service per year of membership

— Certain members designated by the Board accumulate 1.5 years of credited service per year of membership between
the ages of 50 and 60 (or within 10 years of their appointment by the Board)

— No member may accumulate more than 35 years of credited service

Pension formula

! 2% of the average pensionable earnings for each year of credited service (up to a maximum of 35 years)
| As of age 60, the pension is reduced to take into account the benefits payable under the Canada or Quebec Pension
! Plan

Pensionable earnings

Average pensionable earnings correspond to the average earnings for the 60 highest-paid consecutive months.
| Pensionable earnings include the base salary and the annual bonus, which is subject to limits that vary according to
! line level

President and Chief
Executive Officer

— The eligible annual bonus is limited to 100% of base salary

Other members of
management

— 50% of the annual bonus is allowed (up to 35% of base salary)
— Average annual pensionable earnings are capped at $700,000, except for certain members designated by the Board
whose cap is $1,000,000

Contributions of the members of
management

| 9% of pensionable earnings, up to $16,295 per year
| At retirement, the accumulated sum exceeding the basic contributions is converted into a supplemental pension,
! subject to the limits imposed by applicable legislation

Reduction for early retirement

These plans allow for early retirement starting at age 55, with the Bank’s consent

The applicable reduction for a plan member who has been a member for 10 years or more is the lesser of:

— 4% for each year prior to age 60, and

— 2% for each year by which the sum of the age and years of service falls short of 90

The applicable reduction for a plan member who has been a member for less than 10 years is determined on an
actuarial equivalent basis
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Share Ownership Requirements

The HRC ensures that the long-term interests of the Executives of the Bank and its designated subsidiaries are closely tied to those of holders of Common
Shares. Share ownership requirements were therefore implemented in 2002 concerning the value of Common Shares of the Bank held by Executives of
the Bank and its designated subsidiaries, and are monitored by the HRC on a regular basis to ensure compliance.

Summary
Positions covered Bank’s management and the majority of Executives
Minimum participation Multiple of previous three years’ average base salary

requirement

Period for meeting requirements | Maximum of five years following appointment

Valuation method The minimum number of shares that must be held is calculated by dividing the value of the minimum holdings of
Common Shares of the Bank by the share price

The Bank’s management and the majority of Bank Executives are required to maintain minimum holdings of Common Shares of the Bank, including
vested (but unexpired) and non-vested RSUs, vested (but unexpired) and non-vested PSUs, vested and non-vested DSUs and vested (but unexercised)
options, commensurate with each Executive’s compensation and position. The value of the minimum holdings of Common Shares equals the previous
three years’ average base salary received by a given Executive multiplied by a factor established under the Bank’s share ownership requirements,
as follows:

Position Multiple of previous three years’ average base salary
President and Chief Executive Officer 5x

Bank’s management(® 2x

Senior Vice-Presidents (or equivalent) 1.5x

Vice-Presidents (or equivalent) 1X

(1) Excluding the President and Chief Executive Officer.

Executives have five years from the date of their hiring or promotion to meet these requirements. Moreover, all Executives are responsible forensuring
that they comply at all times with the share ownership requirements. If, for any reason, a shortfall occurs, the Executive would then have to abstain from
selling his or her Bank shares and from exercising his or her vested options (unless the shares are kept) until such time as the minimum requirements were
once again met.

Effective November 1, 2009, Financial Markets Executives and certain specialists must comply with the requirements and maintain minimum holdings
of Common Shares of the Bank, including vested (but unexpired) and non-vested RSUs, vested and non-vested DSUs and vested (but unexercised) options
equal to twice their average base salary for the previous three years. Under the program, they have five years from November 1, 2009 to meet these
requirements.
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SECTION 7

INFORMATION ON THE COMPENSATION OF THE NAMED EXECUTIVE OFFICERS

In December 2010, the HRC examined the results obtained for the Bank as a whole relative to the targets set at the beginning of the fiscal year and
recommended to the Board that it approve the variable compensation payable to the Named Executive Officers based on the results obtained and each
one’s individual contribution.

The tables below present, for each of the Named Executive Officers, a summary of their career profile, results for fiscal 2010 compared to the targets
set atthe beginning of the year, target compensation and the compensation paid for fiscal 2010, as recommended by the HRC and approved by the Board.
A description of the factors that led to those decisions and an overview of the compensation paid to them over the previous three fiscal years are also
presented.

Louis Vachon Career profile

President and Chief Executive Officer Louis Vachon has been President and Chief Executive Officer of the Bank since June
2007. He is responsible for the strategies, orientations and development of National
Bank Financial Group. He is supported by the other members of management who, with
him, make up the Office of the President. At the time of his appointment, he was Chief
Operating Officer of the Bank, a position he had held since August 2006.

He was Chairman of the Board of Natcan Investment Management Inc. from
November 2004 to September 2006. He also served as President and Chief Executive
Officer of NBF from September 2005 to September 2006.

Mr. Vachon has a Master’s in International Finance from The Fletcher School and
a Bachelor’s degree in Economics from Bates College. In 2001, he was named one of
Canada’s Top 40 Under 40™.

2010 achievements and objectives
The Bank delivered solid financial results in fiscal 2010 while pursuing its long-term objectives.

Even considering specified items, net income for the fiscal year reached a record high of $1,034 million, up 21% compared to 2009 and earnings per
share advanced 20% to reach $5.94.

Return on shareholders’ equity was 17.0% (15.6% in 2009), and the Tier 1 capital ratio—BIS under Basel ll—was particularly strong at 14.0% (10.7%
in 2009).

The credit quality of the Bank’s loan portfolio remained at enviable levels compared to the Big 5 banks. This situation is partly attributable to prudent
risk management, which is solidly entrenched Bank-wide, as well as the Bank’s strategic positioning in Quebec, a province that was not hit as hard by
economic difficulties.

The uncertainty of financial markets and the large investments required as part of the One client, one banktransformation limited the Bank’s capacity
to meet its short-term financial objectives for fiscal 2010. Consequently, even though diluted earnings per share excluding specified items were $6.25,
exceeding the record established the previous year, it represented an increase of only 0.5% whereas Mr. Vachon’s objective was 2.3%.

The following table compares the 2010 results to the 2010 targets.

2010 financial objectives 2010 results 2010 targets

Growth in diluted earnings per share (excluding specified items) 0.5% 2.3%
Diluted earnings per share $6.25 $6.36
Revenue growth (taxable equivalent basis) excluding specified items 0.7% 4.2%
Loan loss ratio 24 basis 35-40 basis
points points

The main driver of the Bank’s solid financial performance during the year was the successful deployment of the Bank’s long-term strategy, the
One client, one bank transformation. The objective set by the Board at the start of the fiscal year to implement Phase | of the strategic plan—the alignment
of distribution and operations along client needs—was completed in 2010. Work to make our organization more efficient and emphasize teamwork among
all sectors to fully meet clients’ needs and expectations continued in fiscal 2010.

In 2010, the Bank pursued its efforts to bring about a shift in culture, in accordance with Mr. Vachon’s initial objective. The Bank’s most recent
organizational survey demonstrated that employees’ overall engagement level is high. This engagement has also been recognized externally, with the
Bank once again appearing on the Hewitt 50 Best Employers list. The Bank was also selected by Waterstone Human Capital as having one of the 10 most
admired corporate cultures in Quebec and Atlantic Canada.
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SECTION 7 INFORMATION ON THE COMPENSATION OF THE NAMED EXECUTIVE OFFICERS (cont.)

Decision of the Board concerning 2010 total compensation

Attherequest ofthe HRC, the Hay Group carried out a comparative study of the total compensation of the Bank’s management, including that of Mr. Vachon,
in the spring of 2010. As indicated in “Benchmarking” in Section 6 of this Circular, the companies that form the peer group:

—  belongto the Canadian banking or financial services industry;

- serve a comparable client group;

—  attract a similar profile of employees, professionals and experts; and

- have a large number of shareholders.

In 2010, the peer group for the position of President and Chief Executive Officer was made up of the following companies:

Canadian banks Canadian insurance industry companies

Bank of Montreal Great-West Lifeco Inc.

Canadian Imperial Bank of Commerce Industrial Alliance Insurance and Financial Services Inc.
Royal Bank of Canada Manulife Financial Corporation

The Bank of Nova Scotia Power Financial Corporation

The Toronto-Dominion Bank Sun Life Financial Inc.

The Hay Group adjusted the results of the study downward to take the Bank’s particular characteristics into account including its relative size.

The HRC carefully reviewed the study results and recommended to the Board that it approve raising Mr. Vachon’s base salary from $850,000 to $869,125,
representing an increase of 2.25% annually. The Board approved this recommendation and the salary increase came into effect on August 30, 2010. Mr. Vachon’s
total compensation will be re-examined by the HRC in fiscal 2011.

Decisions on variable compensation paid in 2010
The Bank’s performance is the main factor that guides the HRC’s decisions on compensation. This decision-making relies on the application of short-,
mid- and long-term variable compensation programs, using different financial metrics, allowing risks to be spread over a broader time horizon.

The HRC assessed Mr. Vachon’s performance for 2010 taking into account the results associated with the Bank’s short-, medium- and long-term
objectives, risk management and the strategic, organizational and operational priorities that are conducive to creating sustainable value for
shareholders.

The HRC also took the following factors into consideration:

- diluted earnings per share, excluding specified items, of $6.25, higher than in 2009;

—  excellent quality of the credit portfolio;

— astrong capital base and liquidity position; and

—  the Bank’s excellent positioning in terms of the new capital adequacy requirements established by international regulatory authorities in the wake
of the recent global financial crisis.

In determining Mr. Vachon’s variable compensation for fiscal 2010, the HRC considered the fact that the Bank generated a competitive total shareholder
return, while making major investments to ensure its long-term growth.
Therefore, the Board approved the following compensation, in accordance with the HRC’s recommendation:

Variable
compensation
Target variable compensation awarded

0/0
of salary €] $)
Annual bonus 125 1,086,400 884,000
Mid-term compensation 150 1,303,700 1,303,700
Long-term compensation 250 2,172,800 2,172,800
Total 4,562,900 4,360,500
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SECTION 7 INFORMATION ON THE COMPENSATION OF THE NAMED EXECUTIVE OFFICERS (cont.)

The table below summarizes the calculation of the annual bonus.

Base salary Target % Program result Amount
$869,125 X 125% X 66.66% = $724,000
Discretionary adjustment approved by the Board
$869,125 X 125% X 15% = $160,000
Total $884,000

For more information on the calculation of the annual bonus, please refer to “Annual Bonus Program” in Section 6 of this Circular.
In 2010, Mr. Vachon’s total performance-related compensation ($4,360,500) represented 84% of his total direct compensation ($5,213,800), and

his total deferred compensation ($3,476,500) represented 67% of his total direct compensation.

2010 2009 2008

©)] [€)) ®
Cash Compensation
Base salary 853,300 806,453 800,000
Annual bonus 884,000 1,400,000 743,900
Cash Total 1,737,300 2,206,453 1,543,900
Estimated Share-Based Compensation®
PSUs® 1,303,700 1,275,000 -
RSUs - - 1,200,000
Options® 2,172,800 2,125,000 2,000,000
Estimated Total Equity Value 3,476,500 3,400,000 3,200,000
Total Direct Compensation 5,213,800 5,606,453 4,743,900
Other Compensation® 208,559 185,607 175,057
Value of Retirement Plan®®) 297,000 356,000 241,000
Estimated Value of Total Compensation 5,719,359 6,148,060 5,159,957

(1) This compensation ties the interests of the Executive to the appreciation in value of the Common Shares of the Bank. The actual value of such share-based compensation will therefore be based on the

value of the Common Shares of the Bank when paid out or exercised.

(2) Mid-term variable compensation under the Bank’s PSU Plan. Mr. Vachon was awarded 18,985 PSUs. The value was determined on the basis of the award price, namely, $68.67 in December 2010. For

more information, please refer to “Performance Share Unit Plan” in Section 6 of this Circular.

(3) Mr. Vachon was awarded 141,920 options. The estimated value of options was calculated by using the Black-Scholes model (for compensation purposes) in 2010 and 2009, and 25% of the share price
on the grant date in 2008, i.e., $15.31 in December 2010, $13.41 in December 2009 and $8.72 in December 2008. The exercise price is $68.67 for options granted in 2010, $58.49 for options granted

in 2009 and $34.87 for options granted in 2008.

(4) These amounts represent the dividends accumulated during the fiscal year and credited in the form of additional PSUs and RSUs under the PSU and RSU plans. The total value of other benefits for the
fiscal year ended October 31, 2010 did not exceed the lesser of: $50,000 or 10% of base salary and bonuses paid annually to the Named Executive Officers.

(5) Presentvalue of the retirement benefit vested during the fiscal year and compensatory change during the fiscal year based on the assumptions used in the Bank’s Annual Report for each of those years.
The value of the retirement plan for 2008 was also calculated in accordance with the new provisions of Form 51-102F6 of CSA Regulation 51-102.
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SECTION 7 INFORMATION ON THE COMPENSATION OF THE NAMED EXECUTIVE OFFICERS (cont.)

Patricia Curadeau-Grou Career profile

Chief Financial Officer and Executive As Chief Financial Officer and Executive Vice-President — Finance, Risk and Treasury,

Vice-President - Finance, Risk and Treasury Patricia Curadeau-Grou oversees the Risk Management, Finance, Taxation and Investor
Relations, Corporate Treasury, Internal Audit, Financial Accounting, Financial Performance
Management and Strategy sectors. Until May 2007, she served as Senior Vice-President
- Risk Management, a position she had held since 1998.

During hertenure, Ms. Curadeau-Grou has created a strong risk management-based
culture. With the support of herteam, she has implemented sophisticated management
systems, securing the Bank a solid position among the major Canadian banks. Her
achievements in terms of risk management are recognized in financial markets.

Ms. Curadeau-Grou has a Bachelor’s degree in Finance and Marketing from McGill
University. She has also participated in several seminars at Harvard University. Since
2007, she has been a member of the Women’s Executive Network Hall of Fame for
Canada’s most powerful women. She received this honour after being named one of
Canada’s Most Powerful Women: Top 100 three times.

2010 achievements and objectives

—  The Bank maintained its prudent approach to capital management to protect itself from the deterioration of markets and ensure the sound growth
of its activities.

—  The credit quality of the Bank’s loan portfolio remained among the best in the Canadian banking industry. Overall, the specific provision for credit
losses in 2010 represented 0.24% of average loans and acceptances, better than the 2010 target.

— Asat October 31, 2010, the Tier 1 and total capital ratios were the highest in the Canadian industry at 14% and 17.5% respectively, compared to
10.7% and 14.3% as at October 31, 2009, according to the BIS rules under Basel Il. This increase in the capital ratios was largely due to the Bank’s
adoption of the Advanced Internal Ratings-Based Approach for credit risk rather than the Standardized Approach used previously as well as growth
in retained earnings.

—  TheBankimplemented stand-alone policies to govern the independent valuation of positions in financial instruments as well as the reserves taken
on trading portfolios. These guidelines are in line with current accounting principles and take into account any changes expected with the transition
to IFRS.

—  Strict cost management contributed to the Bank’s solid results. As part of the first phase of the strategic plan, the Bank generated large recurring
annual savings, owing to more sustained efficiency of business operations.

The following table compares the 2010 results to the 2010 targets.

2010 financial objectives 2010 results 2010 targets

Loan loss ratio 24 basis 35-40 basis
points points
Tier 1 capital ratio 13.99% »8.75%

Decision of the Board concerning 2010 total compensation

Given the positioning of Ms. Curadeau-Grou’s compensation in relation to the peer group median, the HRC recommended that the Board approve raising
Ms. Curadeau-Grou’s base salary from $410,000 to $419,225, which represents an increase of 2.25% annually. The Board approved this recommendation
and the base salary adjustment came into effect on August 30, 2010.

Decisions on variable compensation paid in 2010
The HRC assessed Ms. Curadeau-Grou’s performance for 2010 taking into account the results associated with the short-, medium- and long-term objectives
of the Bank and the sectors reporting to her in terms of the management of the Bank’s risk, treasury and finances, as well as her contribution to strategic,
organizational and operational priorities.

The HRC acknowledged the exceptional quality of the credit portfolio that was maintained through prudent risk management enabling the Bank to
close its fiscal year with the lowest credit loss ratio of all Canadian financial institutions, both in absolute and relative terms.

The HRC also considered the work accomplished in implementing the fundamental regulatory changes relating to accounting standards and capital
management. On October 31, 2010, the Tier 1 capital ratio was 14.0%, making the Bank an industry leader both in Canada and worldwide.
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SECTION 7 INFORMATION ON THE COMPENSATION OF THE NAMED EXECUTIVE OFFICERS (cont.)

Therefore, the Board approved the following compensation, in accordance with the HRC’s recommendation:

Variable

Target variable compensation

compensation awarded

% of salary ® ®

Annual bonus 100 419,225 319,500
Mid-term compensation 70 293,500 293,500
Long-term compensation 175 733,600 771,500
Total 1,446,325 1,384,500

For more information on the calculation of the annual bonus, please refer to “Annual Bonus Program” in Section 6 of this Circular.
In 2010, Ms. Curadeau-Grou’s total performance-related compensation ($1,384,500) represented 77% of her total direct compensation ($1,796,112),

and her total deferred compensation ($1,065,000) represented 59% of her total direct compensation.

2010 2009 2008

©)] [€)) ®
Cash Compensation
Base salary 411,612 400,640 400,000
Annual bonus 319,500 534,000 194,292
Cash Total 731,112 934,640 594,292
Estimated Share-Based Compensation®
PSUs@ 293,500 287,000 -
RSUs - - 280,000
Options® 308,600 534,415 432,442
DSUs® 462,900 229,047 185,334

Estimated Total Equity Value 1,065,000 1,050,462 897,776

Total Direct Compensation 1,796,112 1,985,102 1,492,068

Other Compensation® 96,137 70,603 34,777

Value of Retirement Plan® 83,000 92,000 60,000

Estimated Value of Total Compensation 1,975,249 2,147,705 1,586,845

(1) This compensation ties the interests of the Executive to the appreciation in value of the Common Shares of the Bank. The actual value of such share-based compensation will therefore be based on the
value of the Common Shares of the Bank when paid out or exercised.

(2) Mid-term variable compensation under the Bank’s PSU Plan. Ms. Curadeau-Grou was awarded 4,273 PSUs. The value was determined on the basis of the award price, namely, $68.67 in December 2010.
For more information, please refer to “Performance Share Unit Plan” in Section 6 of this Circular.

(3) Ms. Curadeau-Grou was awarded 20,156 options. The estimated value of options was calculated by using the Black-Scholes model (for compensation purposes) in 2010 and 2009, and 25% of the share
price on the grant date in 2008, i.e., $15.31 in December 2010, $13.41 in December 2009 and $8.72 in December 2008. The exercise price is $68.67 for options granted in 2010, $58.49 for options
granted in 2009 and $34.87 for options granted in 2008.

(4)  Underthe DSU Plan for the Executives of the Bank, Ms. Curadeau-Grou elected to receive 60% of her long-term compensation in the form of DSUs in 2010. Ms. Curadeau-Grou was awarded 6,741 DSUs.
The value of the DSUs was established according to the price of the grant, namely, $68.67 in December 2010, $58.49 in December 2009, and $34.87 in December 2008. For more information, please
refer to the table presenting the main components of the DSU Plan for the Executives of the Bank in Section 6 of this Circular.

(5) These amounts represent the dividends accumulated during the fiscal year and credited in the form of additional PSUs, DSUs and RSUs under the PSU, DSU and RSU plans. The total value of other
benefits for the fiscal year ended October 31, 2010 did not exceed the lesser of: $50,000 or 10% of base salary and bonuses paid annually to the Named Executive Officers.

(6) Presentvalue of the retirement benefit vested during the fiscal year and compensatory change during the fiscal year based on the assumptions used in the Bank’s Annual Report for each of those years.

The value of the retirement plan for 2008 was also calculated in accordance with the new provisions of Form 51-102F6 of CSA Regulation 51-102.
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Ricardo Pascoe Career profile

Executive Vice-President ~ Financial Markets and Ricardo Pascoe was appointed Co-President and Co-Chief Executive Officer of NBF in
Co-President and Co-Chief Executive Officer, NBF September 2006 and Executive Vice-President — Financial Markets in September 2008.
He is responsible for activities related to institutional equities and fixed-income
securities, derivatives, corporate and investment banking, U.S. operations and
proprietary trading. Mr. Pascoe is Co-Chairman of the Board of NBF and Chairman of
the Board of NBC Financial Services Inc. He joined the Bank in 2003 as Senior Vice-
President — Treasury and Financial Markets.
Mr. Pascoe held various strategic executive positions in London and New York at
institutions specializing in capital markets, derivatives and portfolio management.
He is recognized by the international markets as a derivatives expert.
He has a Master’s in Economics from Columbia University and an MBA from the
University of Western Ontario.

2010 achievements and objectives

—  The sector’s revenue decreased 2% from 2009, and net income excluding specified items declined 2% compared to the previous year.

—  Experts in fixed income, equities, derivatives and foreign exchange operations were brought together onto a state-of-the-art trading floor in
Toronto.

—  TheBank led orjoint-led 45 deals for more than 15% of all public sector debt issuance, placing it in fourth position in 2010 in the Thomson Reuters
underwriting league tables.

—  The number of corporate and commercial clients actively using interest rate, energy and foreign exchange risk management products experienced
double-digit growth in 2010.

—  TheBankwas the designated brokerfor 37% of all exchange-traded funds (ETFs) listed in Canada and maintained a top quartile position in secondary
market trading of ETFs.

The following table compares the 2010 results to the 2010 targets.

2010 financial objectives 2010 results 2010 targets

Increase revenues at Financial Markets )% 4%
Increase income before income taxes at Financial Markets 2)% 4%

Decision of the Board concerning 2010 total compensation
In 2010, the HRC considered Mr. Pascoe’s target total compensation to be competitive compared to that offered by companies in the Bank’s peer group,
adjusted to take into consideration the Bank’s relative size. Therefore, no change was made to his target total compensation.

Decisions on variable compensation paid in 2010
The HRC assessed Mr. Pascoe’s performance in 2010 taking into account the results associated with the short-, medium- and long-term growth and
performance objectives of the Bank and the Financial Markets sector, and the prudence with which Mr. Pascoe directed his sector. The HRC also took into
consideration his contribution to the Bank’s strategic, organizational and operational priorities.

The HRC acknowledged the Financial Markets sector’s capacity in pursuing its strategic plan, despite volatile market conditions. It also considered
the fact that Financial Markets was well positioned to address the challenges of an increasingly competitive environment by prioritizing the internal
alignment of resources along client lines while emphasizing teamwork and cooperation with other Bank divisions.
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SECTION 7 INFORMATION ON THE COMPENSATION OF THE NAMED EXECUTIVE OFFICERS (cont.)

Therefore, the Board approved the following compensation, in accordance with the HRC’s recommendation:

Variable

Target variable compensation

compensation awarded

% of salary $) 6]

Total annual bonus® in cash: N/A N/A 1,952,400
in RSUs: N/A N/A 956,000
Mid-term compensation 150 675,000 675,000
Long-term compensation 175 787,500 771,500
Total N/A 4,354,900

(1) Mr. Pascoe’s total annual bonus is composed of two elements:

— a target annual bonus set at 210% of base salary. The bonus paid may vary from 0% to 420% of base salary depending on the results of the Bank’s annual bonus program. For more information on

the calculation of the annual bonus, please refer to “Annual Bonus Program” in Section 6 of this Circular; and

— an annual bonus set at 0.40% of income before income taxes generated by the Financial Markets sector, a portion of which is deferred as RSUs.

In 2010, Mr. Pascoe’s total performance-related compensation ($4,354,900) represented 91% of his total direct compensation ($4,804,900), and

his total deferred compensation ($2,402,500) represented 50% of his total direct compensation.

2009 2008
$ (€] €]
Cash Compensation

Base salary 450,000 448,773 300,000
Annual bonus 1,952,400 2,204,000 1,008,800
Cash Total 2,402,400 2,652,773 1,308,800

Estimated Share-Based Compensation®
Annual portion of the bonus paid as RSUs® 956,000 1,256,000 504,400
PSUs® 675,000 675,000 -
Options® 771,500 763,458 434,988
Estimated Total Equity Value 2,402,500 2,694,458 939,388
Total Direct Compensation 4,804,900 5,347,231 2,248,188
Other Compensation® 140,474 107,819 116,189
Value of Retirement Plan® 74,000 146,000 65,000
Estimated Value of Total Compensation 5,019,374 5,601,050 2,429,377

(1) This compensation ties the interests of the Executive to the appreciation in value of the Common Shares of the Bank. The actual value of such share-based compensation will therefore be based on the

value of the Common Shares of the Bank when paid out or exercised.

(2) Mr. Pascoe received 33% of his total annual bonus in the form of RSUs for Bank Executives at a price of $68.67 in December 2010, pursuant to the RSU Plan for Bank Executives. Mr. Pascoe was thus

awarded 13,922 RSUs. For more information, please refer to “Restricted Stock Unit Plan” in Section 6 of this Circular.

(3) Mid-term variable compensation under the Bank’s PSU Plan. Mr. Pascoe was awarded 9,830 PSUs. The value was determined on the basis of the award price, namely, $68.67 in December 2010. For more

information, please refer to “Performance Share Unit Plan” in Section 6 of this Circular.

(4)  Mr. Pascoe was awarded 50,392 options. The estimated value of options was calculated by using the Black-Scholes model (for compensation purposes) in 2010 and 2009, and 25% of the share price
on the grant date in 2008, i.e., $15.31 in December 2010, $13.41 in December 2009 and $8.72 in December 2008. The exercise price is $68.67 for options granted in 2010, $58.49 for options granted

in 2009 and $34.87 for options granted in 2008.

(5) These amounts represent the dividends accumulated during the fiscal year and credited in the form of additional PSUs and RSUs under the PSU and RSU plans. The total value of other benefits for the
fiscal year ended October 31, 2010 did not exceed the lesser of: $50,000 or 10% of base salary and bonuses paid annually to the Named Executive Officers.
(6) Present value of the retirement benefit vested during the fiscal year and compensatory change during the fiscal year based on the assumptions used in the Bank’s Annual Report for each of those years.
The value of the retirement plan for 2008 was also calculated in accordance with the new provisions of Form 51-102F6 of CSA Regulation 51-102.
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SECTION 7 INFORMATION ON THE COMPENSATION OF THE NAMED EXECUTIVE OFFICERS (cont.)

Luc Paiement Career profile

Executive Vice-President — Wealth Managementand |\, pajement was appointed Co-President and Co-Chief Executive Officer of NBF in
Co-President and Co-Chief Executive Officer, NBF September 2006 and Executive Vice-President — Wealth Management in September
2008. Heisresponsible forall activities related to wealth management at the Bank and
its subsidiaries. Mr. Paiement is Co-Chairman of the Board of NBF and Chairman of the
Board of National Bank Direct Brokerage Inc., Innocap Investment Management Inc.,
Natcan Investment Management Inc. and National Bank Trust Inc.
Mr. Paiement has a Bachelor of Commerce from Concordia University and was
recognized in 1999 in the prestigious Canada’s Top 40 Under 40™.

2010 achievements and objectives

—  The Wealth Management segment’s total revenues increased 2.8% in 2010 and assets under management grew 11.4%.

—  Private Wealth 1859, created to serve the high-net-worth segment, achieved ambitious targets for number of clients and assets under
management.

—  Forthe Partnerships business, a total of 25 new distribution agreements were signed with brokers/dealers.

—  The Bank enhanced its offering with changes to certain mutual fund families and the introduction of new products managed by external portfolio
managers.

-  The Bank’s Managed Portfolios and Meritage Portfolios™ each surpassed the $1 billion mark in assets under management.

The following table compares the 2010 results to the 2010 targets.

2010 financial objectives 2010 results 2010 targets

Increase revenues at Wealth Management 2.8% 9.0%
Grow assets under management 11.4% 7.4%

Decision of the Board concerning 2010 total compensation
In 2010, the HRC considered Mr. Paiement’s target total compensation to be competitive compared to that offered by companies in the Bank’s peer group,
adjusted to take into consideration the Bank’s relative size. Therefore, no change was made to his target total compensation.

Decisions on variable compensation paid in 2010

The HRC assessed Mr. Paiement’s achievements in 2010 taking into account the results associated with the short-, medium- and long-term growth and
performance objectives of the Bank and the Wealth Management sector. The HRC also took into consideration his contribution to the Bank’s strategic,
organizational and operational priorities.

The HRC recognized the notable progress made in forging effective cooperation amongthe Bank’s business units and leveraging distribution channels
in and outside Quebec. It also considered the progress made in the full line-up of retail investment offerings to address the needs of each of the Bank’s
client segments.

Therefore, the Board approved the following compensation, in accordance with the HRC’s recommendation:

Variable

Target variable compensation

compensation awarded

% of salary $) $)

Annual bonus 210 997,500 664,900
Mid-term compensation 150 712,500 712,500
Long-term compensation 175 831,250 771,500
Total 2,541,250 2,148,900

For more information on the calculation of the annual bonus, please refer to “Annual Bonus Program” in Section 6 of this Circular.
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In 2010, Mr. Paiement’s total performance-related compensation ($2,148,900) represented 82% of his total direct compensation ($2,623,900), and

his total deferred compensation ($1,484,000) represented 57% of his total direct compensation.

[€)] ® ®
Cash Compensation
Base salary 475,000 473,714 300,000
Annual bonus 664,900 1,300,000 1,008,800
Cash Total 1,139,900 1,773,714 1,308,800
Estimated Share-Based Compensation®
Annual portion of the bonus paid as RSUs - - 504,400
PSUs®@ 712,500 712,500 -
Options® 462,900 534,415 304,502
DSUs® 308,600 229,047 130,484
Estimated Total Equity Value 1,484,000 1,475,962 939,386
Total Direct Compensation 2,623,900 3,249,676 2,248,186
Other Compensation® 98,181 90,335 89,992
Value of Retirement Plan® 80,000 110,000 74,000
Estimated Value of Total Compensation 2,802,081 3,450,011 2,412,178
Other Non-Recurring Deferred Compensation® - - 5,852,385

@
@
(€]

@)

O]
©
@

This compensation ties the interests of the Executive to the appreciation in value of the Common Shares of the Bank. The actual value of such share-based compensation will therefore be based on the
value of the Common Shares of the Bank when paid out or exercised.

Mid-term variable compensation under the Bank’s PSU Plan. Mr. Paiement was awarded 10,376 PSUs. The value was determined on the basis of the award price, namely, $68.67 in December 2010. For
more information, please refer to “Performance Share Unit Plan” in Section 6 of this Circular.

Mr. Paiement was awarded 30,236 options. The estimated value of options was calculated by using the Black-Scholes model (for compensation purposes) in 2010 and 2009, and 25% of the share price
on the grant date in 2008, i.e., $15.31 in December 2010, $13.41 in December 2009 and $8.72 in December 2008. The exercise price is $68.67 for options granted in 2010, $58.49 for options granted
in 2009 and $34.87 for options granted in 2008.

Under the DSU Plan for the Executives of the Bank, Mr. Paiement elected to receive 40% of his long-term compensation in the form of DSUs in 2010. Mr. Paiement was awarded 4,494 DSUs. The value
of the DSUs was established according to the price of the grant, namely, $68.67 in December 2010, $58.49 in December 2009, and $34.87 in December 2008. For more information, please refer to the
table presenting the main components of the DSU Plan for the Executives of the Bank in Section 6 of this Circular.

These amounts represent the dividends accumulated during the fiscal year and credited in the form of additional PSUs, DSUs and RSUs under the PSU, DSU and RSU plans. The total value of other benefits
for the fiscal year ended October 31, 2010 did not exceed the lesser of: $50,000 or 10% of base salary and bonuses paid annually to the Named Executive Officers.

Present value of the retirement benefit vested during the fiscal year and compensatory change during the fiscal year based on the assumptions used in the Bank’s Annual Report for each of those years.
The value of the retirement plan for 2008 was also calculated in accordance with the new provisions of Form 51-102F6 of CSA Regulation 51-102.

Mr. Paiement received a conversion allowance in the form of deferred units under the deferred compensation plan of NBF in order to offset the reduction in his target total compensation.
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Réjean Lévesque
Executive Vice-President —
Personal and Commercial Banking

Career profile

Réjean Lévesque has been Executive Vice-President — Personaland Commercial Banking
since March 2008. He is responsible for Personal and Commercial Banking as well as
the International and Insurance sectors. Mr. Lévesque is Chairman of the Board of
National Bank Life Insurance Company.

From May 2007 to February 2008, he was responsible for the Operations group.
From 2005 to 2007, he was responsible for the Retail Financial Solutions team, including
Electronic Payment Solutions. He was Senior Vice-President — Commercial Banking,
Northern and Eastern Quebec from 2002 to 2005.

In May 2010, Mr. Lévesque was appointed Chair of the Canadian Bankers
Association’s Executive Council.

Mr. Lévesque has a Bachelor of Administration from McGill University with majors
infinance and international trade, and an MBA from the Université du Québec a Montréal
as well as a Fellow’s diploma from the Institute of Canadian Bankers.

2010 achievements and objectives

2010 financial objectives

The Personal and Commercial sector recorded strong results in 2010, with income before income taxes climbing 16.5% compared to 2009.
The number of Personal Banking clients reached 2.3 million, and Commercial Banking clients numbered approximately 130,000 for 2010.
The sector achieved growth in loan volumes and increased its Quebec market share in commercial lending.

Insurance activities continued to grow, amounting to a 5% increase in revenues.

Under its branch modernization program, the Bank renovated or relocated 54 branches in 2010.

Over 300 client-facing positions were created in the branches.

The following table compares the 2010 results to the 2010 targets.

2010 results 2010 targets

Increase income before income taxes at Personal and Commercial Banking

Increase revenues at Personal and Commercial Banking

Loan loss ratio

16.5% 11.4%
5.8% 6.6%
37 basis points 45 basis points

Decision of the Board concerning 2010 total compensation

Given the positioning of Mr. Lévesque’s total compensation in relation to the peer group median, the HRC recommended to the Board that it approve raising
his base salary from $410,000 to $419,225, which represents an increase of 2.25% annually. The Board approved this recommendation and the salary
adjustment came into effect on August 30, 2010.

Decisions on variable compensation paid in 2010

The HRC assessed Mr. Lévesque’s achievements in 2010 taking into account the results associated with the short-, medium- and long-term growth and
performance objectives of the Bank and the Personal and Commercial sector. The HRC also took into consideration his contribution to the Bank’s strategic,
organizational and operational priorities.

The HRC recognized that the Personal and Commercial Banking sectorwas the main driver of revenue and netincome growth compared to the previous

year. The HRC also recognized that the efforts invested to develop a proactive sales culture based on teamwork contributed to the growth in the Personal
and Commercial Banking sector.

Therefore, the Board approved the following compensation, in accordance with the HRC’s recommendation:

Variable

Target variable compensation

compensation awarded

% of salary $) 3

Annual bonus 100 419,225 279,500

Mid-term compensation 70 293,500 293,500

Long-term compensation 175 733,600 771,500

Total 1,446,325 1,344,500
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For more information on the calculation of the annual bonus, please refer to “Annual Bonus Program” in Section 6 of this Circular.
In 2010, Mr. Lévesque’s total performance-related compensation ($1,344,500) represented 77% of his total direct compensation ($1,756,112), and

his total deferred compensation ($1,065,000) represented 61% of his total direct compensation.

2010 2009 2008

$ (€] €]
Cash Compensation
Base salary 411,612 400,640 329,679
Annual bonus 279,500 534,000 162,789
Cash Total 691,112 934,640 492,468
Estimated Share-Based Compensation®
PSUs® 293,500 287,000 -
RSUs - - 280,000
Options® 308,600 534,415 617,760
DSUs® 462,900 229,047 -
Estimated Total Equity Value 1,065,000 1,050,462 897,760
Total Direct Compensation 1,756,112 1,985,102 1,390,228
Other Compensation®) 46,060 22,765 2,256
Value of Retirement Plan® 72,000 80,000 1,251,000
Estimated Value of Total Compensation 1,874,172 2,087,867 2,643,484

®
@
(©)]

@

)
)

This compensation ties the interests of the Executive to the appreciation in value of the Common Shares of the Bank. The actual value of such share-based compensation will therefore be based on the
value of the Common Shares of the Bank when paid out or exercised.

Mid-term variable compensation under the Bank’s PSU Plan. Mr. Lévesque was awarded 4,273 PSUs. The value was determined on the basis of the award price, namely, $68.67 in December 2010. For
more information, please refer to “Performance Share Unit Plan” in Section 6 of this Circular.

Mr. Lévesque was awarded 20,156 options. The estimated value of options was calculated by using the Black-Scholes model (for compensation purposes) in 2010 and 2009, and 25% of the share price
on the grant date in 2008, i.e., $15.31 in December 2010, $13.41 in December 2009 and $8.72 in December 2008. The exercise price is $68.67 for options granted in 2010, $58.49 for options granted
in 2009 and $34.87 for options granted in 2008.

Under the DSU Plan for the Executives of the Bank, Mr. Lévesque elected to receive 60% of his long-term compensation in the form of DSUs in 2010. Mr. Lévesque was awarded 6,741 DSUs. The value
of the DSUs was established according to the price of the grant, namely, $68.67 in December 2010, $58.49 in December 2009, and $34.87 in December 2008. For more information, please refer to the
table presenting the main components of the DSU Plan for the Executives of the Bank in Section 6 of this Circular.

These amounts represent the dividends accumulated during the fiscal year and credited in the form of additional PSUs, DSUs and RSUs under the PSU, DSU and RSU plans. The total value of other benefits
for the fiscal year ended October 31, 2010 did not exceed the lesser of: $50,000 or 10% of base salary and bonuses paid annually to the Named Executive Officers.

Present value of the retirement benefit vested during the fiscal year and compensatory change during the fiscal year based on the assumptions used in the Bank’s Annual Report for each of those years.
The value of the retirement plan for 2008 was also calculated in accordance with the new provisions of Form 51-102F6 of CSA Regulation 51-102. For 2008, the value of the retirement plan takes into
account the compensatory changes further to Mr. Lévesque’s appointment as Executive Vice-President — Personal and Commercial Banking on March 3, 2008.
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Summary of Compensation of Named Executive Officers
The following table is presented pursuant to Canadian securities legislation. It details the total compensation paid by the Bank and its subsidiaries to
each of the Named Executive Officers during the past three fiscal years.

Non-equity incentive
compensation plan

Option- Annual Long-term Value of
Share-based based incentive incentive retirement All other Total

Name and awards awards plans plans plan compensation compensation
principal position Year Salary IR ©) ©) @) ®) ©)

$) ) ) [©) 6] ® 6] $)
Louis Vachon 2010 853,300 1,303,700 2,172,800 884,000 _ 297,000 208,559 5,719,359
President and Chief 2009 806,453 1,275,000 2,125,000 1,400,000 _ 356,000 185,607 6,148,060
Executive Officer 2008 800,000 1,200,000 2,000,000 743,900 _ 241,000 175,057 5,159,957
Patricia Curadeau-Grou 2010 411,612 756,400 308,600 319,500 _ 83,000 96,137 1,975,249
Chief Financial 2009 400,640 516,047 534,415 534,000 _ 92,000 70,603 2,147,705
Officer and Executive 2008 400,000 465334 432,442 194,292 - 60,000 34,777 1,586,845
Vice-President — Finance,
Risk and Treasury
Ricardo Pascoe 2010 450,000 1,631,000 771,500 1,952,400 _ 74,000 140,474 5,019,374
Executive 2009 448,773 1,931,000 763,458 2,204,000 _ 146,000 107,819 5,601,050
Vice-President — 2008 300,000 504,400 434,988 1,008,800 _ 65,000 116,189 2,429,377
Financial Markets
and Co-President and
Co-Chief Executive
Officer, NBF
Luc Paiement 2010 475,000 1,021,100 462,900 664,900 _ 80,000 98,181 2,802,081
Executive 2009 473,714 941,547 534,415 1,300,000 _ 110,000 90,335 3,450,011
Vice-President - 2008 300,000 6,487,269 304,502 1,008,800 _ 74,000 89,992 8,264,563
Wealth Management
and Co-President and
Co-Chief Executive
Officer, NBF
Réjean Lévesque 2010 411,612 756,400 308,600 279,500 _ 72,000 46,060 1,874,172
Executive 2009 400,640 516,047 534,415 534,000 _ 80,000 22,765 2,087,867
Vice-President — Personal 2008 329,679 280,000 617,760 162,789 _ 1,251,000 2,256 2,643,484

and Commercial Banking

(1) The Named Executive Officers are eligible for mid-term compensation equal to a percentage of their respective base salary: 150% for Messrs. Vachon, Pascoe and Paiement, and 70% for Ms.
Curadeau-Grou and Mr. Lévesque. This compensation is paid in the form of PSUs. The number of PSUs awarded for fiscal 2010 was as follows: 18,985 for Mr. Vachon, 4,273 for Ms. Curadeau-
Grou, 9,830 for Mr. Pascoe, 10,376 for Mr. Paiement and 4,273 for Mr. Lévesque. The value was determined on the basis of the award price, namely, $68.67 in December 2010. These PSUs will
only vest at the end of 2013 and their value will then be calculated according to the Plan. For more information, please refer to “Performance Share Unit Plan” in Section 6 of this Circular.

(2) Ms. Curadeau-Grou, Messrs. Paiement and Lévesque each received DSUs for Bank Executives at a price of $68.67 in December 2010, pursuant to the DSU Plan for Bank Executives. Ms. Curadeau-
Grou was awarded 6,741 DSUs, Mr. Paiement, 4,494 DSUs and Mr. Lévesque, 6,741 DSUs. For more information, please refer to “Deferred Stock Unit Plan” in Section 6 of this Circular.

(3) M. Pascoe received 33% of his total annual bonus in the form of RSUs for Bank Executives at a price of $68.67 in December 2010, pursuant to the RSU Plan for Bank Executives. Mr. Pascoe was
thus awarded 13,922 RSUs. For more information, please refer to “Restricted Stock Unit Plan” in Section 6 of this Circular.

(4) AsatOctober31, 2010, the number and value of PSUs, RSUs and DSUs held by the Named Executive Officers, based on a share price of $67.13 as at October 29, 2010 (as October 31 was not a
business day, this is the closing price of the Bank’s Common Shares on the Toronto Stock Exchange on the previous business day), were as follows:

Total PSUs held as at Total RSUs held as at Total DSUs held as at

October 31, 2010 October 31, 2010 October 31, 2010

Name Number Value ($) Number Value ($) Number Value ($)
Louis Vachon 22,489 1,509,657 62,912 4,223,276 - -
Patricia Curadeau-Grou 5,062 339,821 14,679 985,431 19,624 1,317,387
Ricardo Pascoe 11,906 799,230 37,893 2,543,759 - -
Luc Paiement 12,567 843,632 10,550 708,238 13,235 888,440
Réjean Lévesque 5,062 339,821 8,737 586,534 5,061 339,747
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(5)  The number of options awarded for fiscal 2010 was as follows: 141,920 for Mr. Vachon, 20,156 for Ms. Curadeau-Grou, 50,392 for Mr. Pascoe, 30,236 for Mr. Paiement and 20,156 for Mr. Lévesque.
The value was determined using the Black-Scholes model. The assumptions used to establish the value of the options for compensation purposes differ from those used in the notes to the financial
statements of the Bank as the value of the option is not amortized (for accounting purposes) over the term of the option. The assumptions used for compensation purposes are the following:

2009 2008
Exercise price $68.67 $58.49 $34.87
Estimated value of the options $15.31 $13.41 $ 8.72
Risk-free interest rate 3.57% 3.67% -
Expected life of the options 10 years 10 years -
Expected volatility 27.50% 32.50% -
Expected dividend yield 3.84% 0% -
For more information, please refer to “Stock Option Plan of the Bank” in Section 6 of this Circular.

(6) The amounts in this column include the annual bonuses earned during each fiscal year ended October 31 and paid in cash.

(7)  Presentvalue of the retirement benefit vested during the fiscal year and compensatory change during the fiscal year based on the assumptions used in the Bank’s Annual Report for each of those years.
The value of the retirement plan for 2008 was also calculated in accordance with the new provisions of Form 51-102F6 of CSA Regulation 51-102 on the statement of the compensation of the Named
Executive Officers. For more information, please refer to the table “Defined benefit pension plans” in this section of the Circular.

(8) The amountsin this column represent dividends accumulated during the fiscal year and credited in the form of additional PSUs, DSUs and RSUs under the PSU, DSU and RSU plans. The total value of other
benefits for the fiscal year ended October 31, 2010 did not exceed the lesser of: $50,000 or 10% of base salary and bonuses paid annually to the Named Executive Officers.

(9) The value of total compensation for fiscal 2008 was revised to take into account the revised value of the retirement plan, calculated pursuant to the new provisions of Form 51-102F6 of CSA Regulation

51-102.

Share Ownership

As at October 31, 2010, all of the Named Executive Officers held the required value of Common Shares of the Bank, including PSUs, DSUs, RSUs and
options, in compliance with the requirements in effect at that date. The table below presents the shareholdings of the Named Executive Officers at that

date.
Requirement Share ownership® Actual multiple
Securities held, Based on
value added of securities held, Based on the
Multiple of | vested options, Value added value added of total value
previous three |PSUs, DSUs and of non-vested vested options,  (including value
years’ average RSUs options Totalvalue | PSUs, DSUs and added of non-
Name and title salary S) S) S) RSUs  vested options)
Louis Vachon
President and Chief Executive Officer 5X 16,996,014 8,261,576 25,257,590 20.2 X 30.1X
Patricia Curadeau-Grou o
Chief Financial Officer and Executive
Vice-President — Finance, Risk and Treasury 2X 6,367,128 1,863,720 8,230,848 15.5X 20.1X
Ricardo Pascoe o
Executive Vice-President — Financial Markets and
Co-President and Co-Chief Executive Officer, NBF 2X 5,531,291 1,991,814 7,523,105 13.8X 18.8X
Luc Paiement o
Executive Vice-President — Wealth Management and
Co-President and Co-Chief Executive Officer, NBF 2X 5,643,304 1,394,292 7,037,596 119X 14.8X
Réjean Lévesque o
Executive Vice-President — Personal and Commercial Banking 2X 2,990,530 2,278,189 5,268,719 7.3X 129X

(1) Value determined on October 29, 2010 based on the closing price of the Bank’s Common Shares on the Toronto Stock Exchange, namely, $67.13 (as October 31, 2010 was not a business day,

this is the closing price of the Bank’s Common Shares on the Toronto Stock Exchange on the previous business day).
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Share-Based and Option-Based Awards Outstanding
The following table indicates, for each Named Executive Officer, all awards outstanding at the end of the fiscal year ended on October 31, 2010. For more
information on the grant process, please refer to Section 6 of this Circular.

Market value
Number of Number of or payment of
securities Value of  shares or units share-based
underlying unexercised of shares that awards that
unexercised Option in-the-money have not have not
options exercise price options® vested vested®
Award date #) S Option expiration date S) #) S)
Louis Vachon December 7, 2000 30,000 24.90 December 7, 2010 1,266,900 - -
December 13, 2001 28,300 28.01 December 13, 2011 1,107,096 - -
December 12, 2002 37,000 30.95 December 12, 2012 1,338,660 - -
December 11, 2003 28,000 41.00 December 11, 2013 731,640 - -
December 9, 2004 55,000 48.20 December 9, 2014 1,041,150 - -
December 7, 2005 37,400 61.44 December 7, 2015 212,806 - -
December 13, 2006 125,400 65.90 December 13, 2016 154,242 - -
December 12, 2007 196,464 53.85 December 12, 2017 2,609,042 25,466 1,709,559
December 10, 2008 229,360 34.87 December 10, 2018 7,399,154 37,446 2,513,717
December 9, 2009 158,464 58.49 December 9, 2019 1,369,129 22,489 1,509,657
Total 925,388 17,229,819 85,401 5,732,933
Patricia Curadeau-Grou December 11, 2003 45,000 41.00 December 11, 2013 1,175,850 - -
December 9, 2004 35,000 48.20 December 9, 2014 662,550 - -
December 7, 2005 24,900 61.44 December 7, 2015 141,681 - -
December 13, 2006 32,400 65.90 December 13, 2016 39,852 - -
December 12, 2007 46,620 53.85 December 12, 2017 619,114 8,100 543,780
December 10, 2008 49,592 34.87 December 10, 2018 1,599,838 13,074 877,681
December 9, 2009 39,852 58.49 December 9, 2019 344,321 9,102 611,018
Total 273,364 4,583,206 30,276 2,032,479
Ricardo Pascoe December 11, 2003 30,000 41.00 December 11, 2013 783,900 - -
December 9, 2004 16,000 48.20 December 9, 2014 302,880 - -
December 7, 2005 13,400 61.44 December 7, 2015 76,246 - -
December 13, 2006 30,300 65.90 December 13, 2016 37,269 - -
December 12, 2007 42,720 53.85 December 12, 2017 567,322 - -
December 10, 2008 49,884 34.87 December 10, 2018 1,609,258 15,740 1,056,599
December 9, 2009 56,932 58.49 December 9, 2019 491,892 34,059 2,286,390
Total 239,236 3,868,767 49,799 3,342,989
Luc Paiement December 12, 2002 19,300 30.95 December 12, 2012 698,274 - -
December 11, 2003 14,600 41.00 December 11, 2013 381,498 - -
December 9, 2004 16,000 48.20 December 9, 2014 302,880 - -
December 7, 2005 16,000 61.44 December 7, 2015 91,040 - -
December 13, 2006 21,200 65.90 December 13, 2016 26,076 589 39,510
December 12, 2007 29,904 53.85 December 12, 2017 397,125 1,384 92,934
December 10, 2008 34,920 34.87 December 10, 2018 1,126,519 13,547 909,438
December 9, 2009 39,852 58.49 December 9, 2019 344,321 16,607 1,114,828
Total 191,776 3,367,733 32,127 2,156,710
Réjean Lévesque December 12, 2002 3,400 30.95 December 12, 2012 123,012 - -
December 11, 2003 15,300 41.00 December 11, 2013 399,789 - -
December 9, 2004 16,000 48.20 December 9, 2014 302,880 - -
December 7, 2005 7,700 61.44 December 7, 2015 43,813 - -
December 13, 2006 13,000 65.90 December 13, 2016 15,990 = -
December 12, 2007 32,500 53.85 December 12, 2017 431,600 - -
December 10, 2008 70,844 34.87 December 10, 2018 2,285,427 8,737 586,534
December 9, 2009 39,852 58.49 December 9, 2019 344,321 9,102 611,018
Total 198,596 3,946,832 17,839 1,197,552

(1) Thevalue of unexercised in-the-money options at the end of the fiscal year is established by calculating the difference between the closing price of the Common Shares of the Bank on the Toronto
Stock Exchange as at October 29, 2010, namely, $67.13 (as October 31, 2010 was not a business day, this is the closing price of the Bank’s Common Shares on the Toronto Stock Exchange on
the previous business day), and the exercise price of the options, multiplied by the number of unexercised options.

(2) The market value or payment of share-based awards that have not vested is calculated by multiplying the number of share units by the closing price of Common Shares of the Bank on the Toronto
Stock Exchange on October 29, 2010, namely, $67.13 (as October 31, 2010 was not a business day, this is the closing price of the Bank’s Common Shares on the Toronto Stock Exchange on the
previous business day).

58 National Bank of Canada / Management Proxy Circular



SECTION 7 INFORMATION ON THE COMPENSATION OF THE NAMED EXECUTIVE OFFICERS (cont.)

Incentive Plan Awards — Value at Vesting or Value Earned During the Fiscal Year
The following table indicates the value of the awards at vesting or the value earned during the fiscal year ended October 31, 2010. For more information

on the grant process, please refer to Section 6 of this Circular.

Option-based

Share-based

Non-equity
incentive

compensation

awards Value awards Value Value earned

vested during vested during during the

the year® the year@ fiscal year

Nom ¥ )] $
Louis Vachon 2,200,884 131,070 -
Patricia Curadeau-Grou 497,507 177,928 =
Ricardo Pascoe 482,113 1,503,097 -
Luc Paiement 341,841 934,726 =
Réjean Lévesque 605,261 15,855 -

(1) Theamount represents the theoretical total value if the options had been exercised on the vesting date, established by calculating the difference between the closing price of the Common Shares
of the Bank on the Toronto Stock Exchange and the exercise price. On the vesting date, the share price was $64.07, while the exercise price of options varied between $34.87 and $65.90.

(2) The amount represents the value of the share units (PSUs, RSUs, DSUs) on the vesting date, based on the closing price of the Common Shares of the Bank on the Toronto Stock Exchange on the
vesting date.

Retirement Plans for Named Executive Officers
All the Named Executive Officers of the Bank participate in the defined benefit pension plan and the Post-Retirement Allowance Program. The provisions
of these plans are described under “Pension Plan and Post-Retirement Allowance Program” in Section 6 of this Circular.

The following table details, for each of the Named Executive Officers, years of credited service as at October 31, 2010, annual benefits payable,
changes in the accrued pension benefit obligation between November 1, 2009 and October 31, 2010, including compensatory and non-compensatory
changes with respect to their membership in retirement plans for fiscal 2010.

It should be noted that the amounts in the table below are estimates based on assumptions and employment conditions that can vary overtime. The
method used to calculate these amounts may also differ from that used by another company, which could call into question the relevance of a
comparison.

Defined benefit pension plans®@

Accrued

Annual benefits payable ®® pension benefit

obligation at Non- Accrued
Years of At fiscal start of Compensatory compensatory obligation at
credited service year-end At age 65 fiscal year® change® change? year-end®

Name # )] [©)] S) ()] ()] ()]
Louis Vachon 21.9 479,000 764,000 4,400,000 297,000 534,000 5,231,000
Patricia Curadeau-Grou 21.8 201,000 313,000 2,349,000 83,000 464,000 2,896,000
Ricardo Pascoe 7.1 61,000 186,000 571,000 74,000 124,000 769,000
Luc Paiement 3.8 36,000 169,000 272,000 80,000 76,000 428,000
Réjean Lévesque 241 174,000 250,000 2,563,000 72,000 459,000 3,094,000

(1) The amounts in the “Salary” column of the table “Summary of Compensation of Named Executive Officers” in this section of the Circular and annual bonuses paid are used to calculate the
average pensionable earnings. To this end, the eligible bonus is limited to 100% of base salary for Mr. Vachon and 50% of the annual bonus is recognized for the other Named Executive Officers
(up to 35% of base salary). However, average pensionable earnings are subject to the caps set out in Note 2 to this table.

(2) Average maximum pensionable earnings are capped at $1,000,000 for Ms. Curadeau-Grou and Mr. Lévesque, and at $700,000 for Mr. Paiement and Mr. Pascoe.

(3) The estimated pensions do not take into account the pension generated by the additional contributions accumulated by the Named Executive Officer.

(4) The pension is payable for life, but reduced to take into account the benefits payable under the Canada or Quebec Pension Plan. Upon the member’s death, 60% of the pension is payable to the
member’s spouse. If there is no spouse, part of the pension is payable to the dependent children.

Significant actuarial assumptions

Accrued Pension Benefit Obligation as at October 31,2010
Discount rate
Rate of compensation increase

The value of benefits payable by the Executive’s contributions is included in the calculation of the accrued obligation.
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(5) The accrued obligation represents the present value of the pension benefit for years of credited service up to October 31, 2009 or October 31, 2010. These values were calculated using the same
assumptions as those used for the Bank’s consolidated financial statements.

(6) The compensatory change includes the annual cost of retirement benefits and the impact of changes in base salary, the increase in maximum pensionable earnings following appointments, plan
amendments or allocations of years of credited service.

(7)  The non-compensatory change reflects the amounts attributable to interest accruing on the obligation at the beginning of the fiscal year, contributions paid by the Named Executive Officer, actuarial gains
and losses other than those associated with compensation levels, and changes in actuarial assumptions. The most significant of these changes for fiscal 2010 relates to the decrease in the discount rate
from 6.75% t0 5.75%.

Employment Contract
The Bank entered into an employment contract with Luc Paiement on October 29, 2008, which stipulates that in the event that he is dismissed without
cause or he resigns, all deferred units granted to him as at October 31, 2008 as a conversion allowance will vest on the termination date. All the deferred
units would then be paid according to the terms and conditions of the Deferred Compensation Plan of NBF. For more information, please refer to “NBF
Deferred Compensation Plan” in Section 6 of this Circular.

At fiscal year-end, no other termination of employment agreement with any Named Executive Officer had been concluded or was in effect.

Termination of Employment Policy in the Event of a Change of Control

Under the Bank’s Termination of Employment Policy, the President and Chief Executive Officer and the other members of the Bank’s management would

receive severance in the event their employment were to be terminated by the Bank following a change of control. The compensatory measures are

applicable when the following two events occur:

— achange of control of the Bank, as defined below; and

— adismissal (without cause) resulting from a Bank initiative during the two-year period following the change of control, or the resignation of an
Executive furtherto a significant reduction in compensation orresponsibilities ora transfer to another organization, against his or herwishes, during
the two-year period following the change of control.

Moreover, this policy specifies that, in the case of voluntary resignation, dismissal for cause, demotion or termination of employment based on an
unsatisfactory performance, the policy is not applicable.

“Change of control” means any change in the ownership of Bank shares following the acquisition of shares, a merger or a business combination
resulting in one incorporated or unincorporated entity beneficially owning in excess of 50% of the voting shares of the Bank.

Pursuant to this policy, the Bank’s management would be entitled to severance equal to their base salary and their average annual bonus for the
previous three years (or the target annual bonus for the Bank’s management in their respective positions for less than three years) for a period of 24
months, up to the normal retirement age.

No amendments were made to the Termination of Employment Policy in fiscal 2010.
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Conditions applicable in the event of termination of employment

The table below summarizes the conditions applicable to the Named Executive Officers in the event of termination owing to a voluntary resignation,
dismissal for cause, dismissal without cause, change of control or retirement.

Event

Conditions applicable

Voluntary resignation

—  Base salary and employee benefit programs cease to apply

- Noannual bonus is paid

—  Vested PSUs and RSUs are paid out and non-vested PSUs and RSUs are cancelled
—  Vested unexercised options and non-vested options are cancelled

—  Vested DSUs are paid out and non-vested DSUs are cancelled

—  Pension benefit paid at its actuarial value or as a deferred benefit

Dismissal for cause

—  Base salary and employee benefit programs cease to apply

— Noannual bonus is paid

- Vested PSUs and RSUs are paid out and non-vested PSUs and RSUs are cancelled
—  Vested unexercised options and non-vested options are cancelled

—  Vested DSUs are paid out and non-vested DSUs are cancelled

—  Pension benefit paid at its actuarial value or as a deferred benefit

Dismissal
without cause

—  Severance equal to three weeks of salary per year of service for up to 18 months plus an amount equal to the average annual
bonus for the previous three years

—  Non-vested PSUs and RSUs vest immediately and are paid out at the Bank’s average share price during the previous 20 days

- Aperiod is determined during which non-vested options continue to vest. Vested unexercised options and non-vested
options are cancelled at the end of the period

—  Vested DSUs are paid out and non-vested DSUs are cancelled

—  Pension benefit paid at its actuarial value or as a deferred benefit

Change of control
and termination of
employment

- Severance equal to base salary and average annual bonus for the previous three years is paid for a period of 24 months, up
to the normal retirement age

—  Non-vested PSUs and RSUs vest immediately and are paid out at the Bank’s average share price during the previous 20 days

—  Non-vested options vest immediately and Executives have a maximum of 12 months to exercise their options

—  DSUs vest immediately and Executives have 12 months to redeem their DSUs

—  The period covered by the severance is recognized as eligible service under the pension plan, provided that severance is paid
in instalments

Retirement

—  Basesalary ceases to apply

—  Retiree benefits apply (on the same basis as other Bank employees)

—  Annual bonus is prorated to the number of months worked

—  PSUs and RSUs continue to vest in accordance with the same timeframe had retirement not been taken and are paid out
when vested

—  Since March 1, 2009, non-vested options continue to vest in accordance with the same timeframe had retirement not been
taken and Executives have a five-year period to exercise their options

- DSUs vest immediately and Executives have a maximum of 23 months to redeem their DSUs

—  The pension benéefit is paid monthly
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SECTION 7 INFORMATION ON THE COMPENSATION OF THE NAMED EXECUTIVE OFFICERS (cont.)

Estimated Value of Conditions Applicable in the Event of Termination of Employment

Thetable below indicates the estimated additional amounts that would have been paid to the Named Executive Officers had theiremployment terminated

on October 31, 2010.

Estimated
additional value®
Name Reason for termination (%)
Louis Vachon Retirement

Voluntary resignation

Dismissal for cause

Dismissal without cause®

Change of control and
termination of employment®

Patricia Curadeau-Grou Retirement

Voluntary resignati(:):r}

Dismissal for cause

Dismissal without ca:use@

Change of control and
termination of employment®

Ricardo Pascoe Retirement

Voluntary resignatié:ri

Dismissal for cause |

Dismissal without cause®@

Change of control and
termination of employment®

Luc Paiement Retirement

Voluntary resignatié:ri

Dismissal for cause

Dismissal without cause®

Change of control and
termination of employment®

Réjean Lévesque Retirement

Voluntary resignatic:):rﬁ

Dismissal for cause

Dismissal without cause®

Change of control and
termination of employment®

1,237,731

(1) The estimated additional value refers to severance that would have been paid. No additional value from the retirement plan would have been payable regardless of the reason for termination.

(2) IfaNamed Executive Officer had had his or her employment terminated on October 31, 2010 further to dismissal without cause, he or she would have been entitled to accelerated vesting of any
share-based compensation already granted in the fiscal years prior to 2010. For additional information on outstanding share-based awards, please refer to this section of the Circular. Based on
the Bank’s share price on that date, the value of such accelerated vesting would have been $5,732,933 for Mr. Vachon and $3,342,989 for Mr. Pascoe. For Ms. Curadeau-Grou, Messrs. Paiement
and Lévesque, the value would have been less than that indicated in this section of the Circular, as they elected to receive a portion of their long-term compensation in the form of DSUs instead

of options. The adjusted value would therefore have been $1,325,252 for Ms. Curadeau-Grou, $1,548,066 for Mr. Paiement and $926,355 for Mr. Lévesque.

(3) IfaNamed Executive Officer had had his or her employment terminated on October 31, 2010 further to a change of control, he or she would have been entitled to accelerated vesting of any share-
based or option-based compensation already granted in the fiscal years prior to 2010. For additional information on outstanding share-based and option-based awards for fiscal years prior to
2010, please refer to this section of the Circular. Based on the Bank’s share price on October 29, 2010 (as October 31, 2010 was not a business day), the value of such accelerated vesting would
have been $13,994,508 for Mr. Vachon, $3,896,198 for Ms. Curadeau-Grou, $5,334,803 for Mr. Pascoe, $3,551,002 for Mr. Paiement and $3,475,741 for Mr. Lévesque.
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SECTION 8

OTHER INFORMATION

INDEBTEDNESS OF DIRECTORS, EXECUTIVE OFFICERS AND EMPLOYEES

Aggregate Indebtedness

AsatJanuary 14, 2011, aggregate indebtedness outstanding to the Bank orany of its subsidiaries, otherthan loans repaid in full and routine indebtedness
as defined by Canadian securities legislation, of current and former directors, executive officers® and employees of the Bank and its subsidiaries stood
as follows:

Purpose To the Bank or its To another
subsidiaries (S) entity () ®
Securities purchases $  1,598,695® -
Other $ 12,325,672 -
(A) Loans granted by another entity which are the subject of a guarantee, a letter of credit provided by the Bank or one of its subsidiaries, a support agreement or other similar arrangement or

®)

understanding.
This amount consists of loans for various securities purchases, but no loans were granted by the Bank during the fiscal year ended on October 31, 2010 to a director, executive officer or a director
nominee of the Bank specifically to subscribe for or purchase Bank securities.

Indebtedness of Directors and Executive Officers Under Securities Purchase and Other Programs

The following table presents the indebtedness®@ of each individual who is, or was during the most recently completed fiscal year, a director or executive
officerof the Bank, of each directornominee of the Bank, and of each related person of any such director, executive officer ornominee. These loans exclude
loans repaid in full and routine indebtedness.

Largest amount Financially assisted
outstanding during fiscal securities purchases during Amount forgiven during
Involvement of Bankor  year ended October 31, Amount outstanding as fiscal yearended  Security for fiscal year ended

Name and principal position subsidiary 2010(S) atJanuary 14,2011 () October 31,2010 indebtedness October 31, 2010 ($)

Securities purchase programs

Other Programs

John B. Cieslak

Senior Vice-President —

Information Technology, National Bank

Sourcing and Organizational Financial Ltd. /

Performance Lender $ 185,8320 $ 162,8530) - - -

Luc Paiement

Executive Vice-President —

Wealth Management and

Co-President and Co-Chief

Executive Officer, NBF Bank/lender § 1544149 § 1144459 o S =

Ricardo Pascoe

Executive Vice-President —

Financial Markets and

Co-President and Co-Chief

Executive Officer, NBF Bank / Lender US $ 1,600,000 US$1,594,1820) - - -

(1)  Forthe purposes of this section and in accordance with subsection 1.1(1) of the CSA’s Regulation 51-102, the executive officers are the Chairman of the Board, the President and Chief Executive Officer,
the Vice-Presidents in charge of a principal business unit, division or function of the Bank, and officers of the Bank or its subsidiaries who perform a policy-making function in respect of the Bank.

(2) These loans are granted by the Bank or one of its subsidiaries or by another entity if the indebtedness is the subject of a guarantee or a letter of credit provided by the Bank or one of its subsidiaries,
a support agreement or other similar arrangement or understanding.

(3) This amount represents a margin granted by National Bank Financial Ltd. to borrow against the value of securities the borrower holds in his portfolio. The securities in the portfolio are used as collateral.
Such a loan is extended according to the standards applicable to clients, including the interest rate, which ranges between Prime and Prime plus 1.5%, depending on the type of account and the amount
borrowed.

(4)  This amount represents one or more personal leveraged loans (“Leveraged Loans”) granted to finance the participant’s equity commitments under the EdgeStone Affiliate Fund co-investment program.
All Leveraged Loans bear interest at the federal prescribed rate published quarterly and are secured by a pledge of the participant’s interests in each limited partnership comprising the EdgeStone
Affiliate Fund co-investment program. This program provided officers and eligible employees of the Bank and some of its subsidiaries the opportunity to co-invest with EdgeStone Capital Equity Fund II-A,
L.P., EdgeStone Capital Equity Fund II-B, L.P., EdgeStone Capital Mezzanine Fund II, L.P., EdgeStone Capital Venture Fund, L.P. and EdgeStone Capital Venture Fund Il, L.P. (collectively, the “Main Funds”)
and the Bank or a company in which the Bank holds an indirect interest. Officers and eligible employees are offered credit facilities by the Bank or one of its subsidiaries (the “Lender”) through limited
recourse Leveraged Loans. The Leveraged Loans bear interest and will mature on the earliest of: (i) the 10th anniversary date of the establishment of the applicable Main Fund, (ii) the dissolution of the
applicable EdgeStone Affiliate Fund limited partnership, (iii) the sale or disposal of the applicable EdgeStone Affiliate Fund limited partnership interest held by a participant, or (iv) the date the principal
amount of the Leveraged Loans otherwise becomes due and payable. The Lender will have personal recourse against the participant equal to 50% of the participant’s total commitment (equity and
leveraged portion). The Lender’s recourse for the balance of the Leveraged Loans is limited to the participant’s EdgeStone Affiliate Fund limited partnership interest and the distributions thereon.

(5)  This amount represents loans in U.S. dollars granted by the Bank to purchase a second home with interest at the current LIBOR rate, plus 2%, amortized over a 25-year period. The interest rate on such

a loan is the one applicable to clients. Collateral mortgages were granted to secure the loans.
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SECTION 8 OTHER INFORMATION (cont.)

DIRECTORS’ AND OFFICERS’ LIABILITY INSURANCE
The Bank has purchased a liability insurance policy for the directors and
officers of the Bank and its subsidiaries. This policy covers directors and
officers under circumstances where the Bankis not able to or not permitted
to indemnify them. The policy provides aggregate coverage of up to
$100,000,000, with no deductible.

The annual premium forthis insurance is $520,000. The policy expires
on August 31, 2011 and is renewable.

SHARE REPURCHASE PROGRAM

On January 31, 2011, the NCIB in place at the Bank since February 1, 2010
ended. The Bank did not repurchase any of its Common Shares under this
NCIB.

An NCIB began on February 1, 2011 and will end no later than
January 31, 2012. This NCIB allows the Bank to repurchase for cancellation,
onthe Toronto Stock Exchange, a maximum of 4,903,162 Common Shares,
representing approximately 3% of its outstanding Common Shares. The
price paid by the Bank for any Common Shares it repurchases under this
NCIB will be the market price of the Common Shares on the Toronto Stock
Exchange on the purchase date.

In the opinion of the Board, the repurchase of Common Shares under
this NCIB represents an appropriate use of the Bank’s surplus funds.

As at February 11, 2011, the Bank had not repurchased any Common
Shares under the terms of this NCIB.

Shareholders may obtain, free of charge, a copy of the notice of intent
regarding this NCIB of the Bank, which was approved by the Toronto Stock
Exchange, by writing to the Corporate Secretary’s Office of the Bank at
600 De La Gauchetiére West, 4th Floor, Montreal, Quebec, Canada
H3B 4L2.

MINUTES

A copy of the minutes of the Annual Meeting of the Holders of Common
Shares of the Bank held on March 31, 2010 was mailed to the holders of
Common Shares, togetherwith this Circular. The minutes may also be found
on the SEDAR website (www.sedar.com).
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ADDITIONAL INFORMATION

Financial information about the Bank can be found in the comparative
consolidated financial statements and Management’s Discussion and
Analysis for the most recently completed fiscal year, which are included in
the Annual Report.

The Bank will, upon request, promptly provide any shareholder, free
of charge, with a copy of the Annual Report, a copy of the Annual Information
Form togetherwith a copy of any documentincorporated therein by reference,
a copy of the Consolidated Financial Statements for the fiscal year ended
October 31, 2010 with the accompanying auditors’ report, a copy of any
subsequent interim report and a copy of the Management Proxy Circular of
the Bank with respect to its most recent Annual Meeting of the Holders of
Common Shares of the Bank involving the election of directors. To obtain
copies of these documents, please send your request to the Corporate
Secretary’s Office of the Bank at 600 De La Gauchetiére West, 4th Floor,
Montreal, Quebec, Canada H3B 4L2.

These documents as well as additional information about the Bank
may be obtained from its website (www.nbc.ca) and from the SEDAR website
www.sedar.com).

CONTACTING THE BOARD

The Board considers it important to allow Bank shareholders and clients
as wellas otherstakeholders to comment on subjects concerning the Bank,
particularly the Board’s approach to executive compensation. Bank
shareholders and clients and other stakeholders may contact the Board, a
Board committee, the Chairman ofthe Board, a Chairofa Board Committee
or a director, including an independent director, by e-mail at:
boardofdirectors@nbc.ca or by mail c/o the Corporate Secretary’s Office
of the Bank at 600 De La Gauchetiére West, 4th Floor, Montreal, Quebec,
Canada H3B 4L2.

APPROVAL OF THE BOARD
The Board has approved the content of this Circular and its mailing to the
Holders of Common Shares.

NATIONAL BANK OF CANADA

(signed) Linda Caty
Vice-President and Corporate Secretary

February 11, 2011



SCHEDULE A

SHAREHOLDER PROPOSALS

SHAREHOLDER PROPOSALS
The Bank has reproduced below the proposals and submissions by one
shareholder in their original form without making any changes
whatsoever.

The Mouvement d’Education et de Défense des Actionnaires (MEDAQ),
82 Sherbrooke Street West, Montreal, Quebec, Canada H2X 1X3, submitted
Proposals Nos. 1, 2 and 3 to the Bank.

Proposal No. 1

Shareholder proposal and statement (translation):

“The compensation of the most highly compensated executive officer
should be justified to the employees who contribute to his success and
that of the company. It is proposed that the Board of Directors adopt a
policy stipulating the internal equity ratio that it deems “ethically
acceptable” and that it justify this in the Management Proxy Circular.

Rationale

At 2010 annual general meetings, we raised shareholder awareness of the
difference that exists between the compensation of the most highly
compensated executive officerand the average employee’s salary. At banks,
this gap varied from between 28 times, a ratio that we deem reasonable, and
156 times, an unacceptable ratio.

Intheirbook Plaidoyer pour un nouveau capitalisme, the authors, Yvan
Allaire and Mihaela Firsirotu, stressed the importance of “boards of directors
fully assuming theirfiduciary responsibility in this matterand establishing
compensation policies that are in the long-term interest of the business
and not just forthe shareholders in the short term. It is their responsibility
to weigh how collegiality, solidarity and mutual trust within the company
will be supported or made weaker by the business’s compensation policies.
Boards of directors must make sure that the types and levels of executive
compensation do notraise questions about the political and social legitimacy
of their business in particular, and about the free enterprise system in
general.”

Moreover, given that a large part of chief executive compensation
varies in accordance with short-term objectives and share price, and that
this type of compensation rewards excessive risk-taking and short-term
performance, an excessive ratio is of great concern, as the future of the
business and shareholders’ equity are jeopardized over time.

During the past year, this inequity between the compensation of the
most highly compensated executive officer compared to employees was
raised in various ways:

—  Senator Céline Hervieux-Payette tabled a bill proposing that the
compensation of presidents and chief executive officers not be more
than 20 times greater than the annual average industrial wage in
Canada, as calculated by Statistics Canada;

—  The U.S. financial reform package, adopted in July 2010, stipulated
that businesses would be required to disclose the median compen-
sation of their employees so that shareholders could see the real
difference with the compensation of the most highly compensated
executive officer;

—  Theranking of Canadian businessesinterms of responsible investing
was published by Corporate Knights Inc. in the Globe and Mail, which
uses the concept of internal equity to evaluate the “social” perfor-
mance of an organization.

The Board of Directors must urgently cap the total compensation paid
to executive officers (salaries, short- and long-term bonuses, retirement
bonuses, etc.) as a multiple of the average compensation of employees.”

Position of the Bank:

The Board assigns great importance to the human resources management
practices atthe Bank and believes that the Bank’s continued success would
not be possible without the contribution of talented, experienced and
qualified executives and employees. To attract and retain these individuals,
the Bank offers competitive compensation and recognizes their contribution
with fair and equitable compensation based on their roles and
responsibilities.

As indicated in Section 5 of the Circular, the Board, supported by the
HRC, annually reviews not only the compensation policies and procedures
applicable to the Bank’s management but also those applicable to all
employees in order to make sure that they receive adequate compensation,
both interms of internal equity and competitiveness. The Board makes sure
that existing policies and programs are competitive for both the Bank’s
employees and management, while serving the interests of shareholders
and ensuring the Bank’s long-term prosperity.

Every year, studies comparing the Bank’s compensation policies and
practices to the companies in its peer group are carried out for all
job levels.

To ensure that the Bank achieves and even exceeds the objectives set
by the Board at the beginning of the year, all Bank employees, including
management, are eligible for a variable compensation program. However,
total executive compensation includes a larger portion of variable
compensation because executives have more influence over the Bank’s
short-, mid- and long-term results. It is therefore important that part of their
compensation be tied directly to the Bank’s results for the fiscal year and
that another part be tied to the Bank’s future growth. However, the total
compensation granted to the Presidentand Chief Executive Officeris capped
and cannot exceed his target total direct compensation by more
than 20%.

In 2011, as aresult of the qualities of the Bank’s management policies
and practices, it made the list of “Montreal’s Top Employers”, a regional
edition of “Canada’s Top 100 Employers”, presented annually by Mediacorp
Canada. This regional edition was created in 2006 to recognize Montreal-
based businesses that offeran exceptional work environment. Last October,
National Bank Financial Group was also named to the prestigious “50 Best
Employers in Canada” list.

The Board believes that the compensation of all Bank employees,
including management, is based on clearly defined criteria and objectives
and therefore the use of equity ratios is not justified.

Furthermore, the Board monitors regulatory developments and best
practices for executive compensation disclosure standards. In particular, it
will considerany repercussions in Canada stemming from the implementation
by the Securities and Exchange Commission of rules on the disclosure of
equity ratios that will apply to U.S. companies in 2011 and the possible
presentation standards that may result.

Forthesereasons, the Board and management of the Bank recommend
voting AGAINST this proposal.
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SCHEDULE A SHAREHOLDER PROPOSALS (cont.)

Proposal No. 2

Shareholder proposal and statement (translation):

“It is proposed that the Board of Directors adopt a policy stipulating that
the Bank undertake to dispose of all subsidiaries and branches in tax
havens, as defined by the OECD.

Rationale

The Organisation for Economic Co-operation and Development (OECD)
definesataxhaven as ajurisdiction thatimposes no oronly nominal taxes;
where there is a lack of transparency; where there are administrative
practices that prevent the effective exchange of information with other
countries for tax purposes; and where businesses are recognized as
corporate entities even with no substantial activity.

According to Statistics Canada, Canadian direct foreign investmentin
tax havens rose from $94 billion to $146 billion between 2003 and 2008.
This represents more than 20% of Canadian foreign investments made by
individuals or businesses. This is not a new problem. In 2002, the Auditor
General expressed concern overthe erosion of the tax base due to hundreds
of millions of dollars being transferred to tax havens to avoid paying taxes
in Canada.

This problem has concerned MEDAC for a number of years, which led
itin 2005 to submit a shareholder proposal requesting that tax havens be
closed.

Whereas the very notion of a tax haven refers to the possibility of
avoiding taxes in the original jurisdiction, which directly opposes the
principles of solidarity, justice and redistribution;

Whereas banks benefit from tax havens, both through offshore banking
centres for their clients’ use, and by their ability to keep a portion of their
profits there;

Whereas Canadian banks and their clients must finance their fair share
of public services that they benefit from directly or indirectly, in particular
by being able to count on a well-trained, healthy workforce;

Whereas one of the causes of the latest financial crisis was insufficiently
ethical investing;

Whereas offshore banking centres facilitated the creation of numerous
investment funds where regulation is lacking and taxation practically non-
existent; and that it has been proven that the financial crisis was caused
and exacerbated by new types of complex financial instruments and
derivatives widely held in these funds;

Whereas the complex financial products could have features that lead
to financial instability and, as a result, these products must be subject to
strict regulations and governance standards that tax havens lack;

Whereas Canadian banks enjoy a special competitive situation and a
privileged status with both the Bank of Canada and the Finance
Department;

It is urgent that Canadian banks cease all operations in tax havens
and that they leave as soon as possible.”
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Position of the Bank:
The Bank is very sensitive to questions related to tax evasion.

Neither the Bank nor its subsidiaries conduct business in tax havens
orotherfinancial centres that do not comply with the international standards
set by the Organisation for Economic Co-operation and Development
(“OECD”). Similarly, the Bank and its subsidiaries do not provide theirclients
with services aimed at facilitating tax evasion by means of such tax havens
or other financial centres.

The Bank supports the efforts made by Canada and other G20 countries
to fight against tax havens, in particular, by favouring transparency and
the exchange of tax information between countries.

The Bank’s international operations are subject to Canadian laws and
regulations, as well as those in force in each of the countries where it
conducts business, in orderto deterillegal activities including tax evasion
and money laundering. The Bank complies with, and intends to continue
to comply with, these rules and has therefore implemented control procedures
and mechanisms to ensure such compliance.

Forthese reasons, the Board and management of the Bank recommend
voting AGAINST this proposal.




SCHEDULE A SHAREHOLDER PROPOSALS (cont.)

Proposal No. 3

Shareholder proposal and statement (translation):

“Itis proposed that the compensation committee give shareholders more
information with regard to the peer group used to compare the degree of
competitiveness of executive compensation and the importance of this
comparison when setting compensation.

Rationale
Studies show that disclosing compensation has had the perverse effect of
causingthe compensation of executives to constantly increase. Specifically,
arecent study shows that 50% of increases in the compensation of presidents
and chief executive officers in the United States from 1992 to 2006 was
theresult of bidding wars created by benchmarking. Otherresearchers have
demonstrated that businesses tend to use peer groups where executive
compensation is often higher than the compensation of their executives.

This method damages the healthy relationship that should exist
between compensation and an organization’s performance. According to
the Canadian Coalition for Good Governance, who warned against relying
too much on this method for setting executive compensation, “Whatever
happens, we must be careful not to exaggerate the importance of comparing
with the peer group when designing the compensation structure.”

At present, shareholders have very little information on how the basis
for comparison is chosen or on the positioning of the business versus its
peers:

— therankofthe business compared to the other businesses identified
as comparable by the compensation committee concerning each
component and the total compensation of the five named executive
officers;

—  the rank of the business among its peers based on the different
financial performance indicators.

Shareholders also have very little information on the importance that
the compensation committee places onthese datain the process of setting
compensation: the choice of peer group (national or international), the
percentile rank targets and which components of compensation.

We believe it is essential that this information be included with the
information supplied with the compensation policy. As a well known
compensation consultant recently said, “The businesses that make up the
peer group will influence your compensation policy more than any other
data. It is therefore essential to make the necessary effort to choose the
right peer group.”

MEDAC considers it crucial to know the effects of such a tool in setting
executive compensation and that it be kept in check with an ethically and
socially acceptable internal equity ratio.”

Position of the Bank:

The Bank’s compensation policies and programs are designed to ensure
sustained growth for shareholders over time, promote sound risk
management at the Bank, offer performance-based compensation and
recruit and retain talented, experienced and qualified executives and
employees.

To attractand retain these individuals in a fiercely competitive market,
the Bank strives to make sure that the makeup of the compensation it offers
is well balanced and consistent while remaining competitive. It therefore
aims to position its target total compensation at the median of its peer
group.

In this respect, one of the HRC’s responsibilities is to compare the
target total compensation of Bank executives to that offered by companies
inthe Bank’s peer group to ensure it is competitive. The Bank’s peer group
is generally defined by the potential talent poolthat the Bank competes for
to recruit qualified employees. The peer group also includes corporations
in the Canadian financial services industry with which the Bank competes
for the investment dollars of existing and potential shareholders.

Companies in the Bank’s peer group, presented in Section 6 of the
Circular, have the following characteristics:

—  belongto the Canadian banking or financial services industry;

—  serve a comparable client group;

— attract a similar profile of employees, professionals and experts;
and

— have alarge number of shareholders.

To perform this comparative analysis, the HRC calls on the services
of independent external consultants to obtain the necessary information
on peer group trends and best practices regarding compensation policies
and programs, as well as the competitiveness of the compensation offered
to Bank executives.

As described in Section 6 of the Circular, the HRC commissions the
Hay Group to annually review and compare the target total compensation
of the Bank’s management with that paid in the peer group by adjusting
downward, using its own method, the peer group data to take into account
the Bank’s relative size and the difference between the level of responsibility
associated with the Bank’s positions and that of comparable peer group
positions.

Although the companies with which the Bank compares itself are
bigger, the target total compensation identified by the Hay Group does not
match that paid by those companies, but ratheris equal to the compensation
adjusted to take the Bank’s particular characteristics into account.

As a result, the Board believes that shareholders already receive the
most relevant information sought by the shareholder.

Forthesereasons, the Board and management of the Bank recommend
voting AGAINST this proposal.
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SCHEDULE B

STATEMENT OF CORPORATE GOVERNANCE PRACTICES

1. INTRODUCTION

The Board of Directors (the “Board”) of National Bank of Canada (the “Bank™)
believes that sound corporate governance is an essential component of
the Bank’s operations and that it benefits all of its stakeholders—clients,
employees and shareholders. Consequently, the Board makes corporate
governance a top priority.

The Bank’s corporate governance framework consists of clearly defined
structures, policies and procedures. The first of these structures is the
Board, which is supported by three standing committees: the Audit and
Risk Management Committee (the “ARMC”), the Conduct Review and
Corporate Governance Committee (the “CRCGC”) and the Human Resources
Committee (the “HRC”).

The Board’s corporate governance policies and procedures enable it
to achieve its objective of sound corporate governance and comply with
the requirements of authorities that regulate the Bank, including the
Superintendent of Financial Institutions (Canada), the Canadian Securities
Administrators (the “CSA”) and the Toronto Stock Exchange.

The mandates of the Board, the ARMC, the CRCGC and the HRC are
available on the Bank’s website.

2. BOARD OF DIRECTORS

2.1 Framework

The Board exercises its role and responsibilities in accordance with
applicable legislation, including securities legislation, the Bank’s by-laws,
internal policies and procedures, as well as the Charter of Expectations for
its directors.

It prepares and approves its own mandate as well as that of its Chairman,
and regularly assesses and reviews these mandates to ensure they comply
with the legislation in force and adequately reflect the duties and
responsibilities of the Board and its Chairman. Any changes to these
mandates are submitted to the Board for approval and the changes to the
mandate of the Chairman of the Board are approved in his or her
absence.

2.2 Roles and responsibilities
The main duty of the Board is to oversee the management of the Bank,
safeguard its assets, and ensure its viability, profitability and development.
The Board communicates its orientations to management through the
President and Chief Executive Officer of the Bank, who ensures
implementation.

The Bank’s managementis responsible forthe day-to-day management
of the Bank’s operations, pursuant to the powers delegated by the Board
and in accordance with the laws and regulations applicable to the Bank.

A) Strategic planning
The Board periodically reviews and approves a strategic plan in which the
Bank establishes its mission, vision, business objectives and strategy,
taking into account business opportunities and risks for the Bank. It also
reviews and approves the business plans relating to the Bank’s main
operations and reviews them regularly to ensure they remain appropriate
and prudent given the Bank’s economic and business environment, its
resources and its results.

The Board is assisted in these duties by the Bank’s President and Chief
Executive Officer and management.
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B) Integrity and ethics

The Board promotes integrity and ethical behaviour within the Bank,
specifically with regard to the duty to act with honesty and integrity, abide
by the law, treat others with respect, keep information in the strictest
confidence, avoid conflicts of interest and respect the Bank.

It ensures that the rules of conduct and ethics are maintained, in
particular by adopting a Code of Professional Conduct for directors, officers
and employees of the Bank and its subsidiaries (the “Code of Conduct”),
and ensures thatthe Bank has an ongoing, appropriate and effective process
to guarantee compliance with these rules. Moreover, the Board ensures
that any material breach of the rules of ethics and professional conduct by
a director or senior officer is disclosed in accordance with continuous
disclosure obligations. It also ensures that the Code of Conduct s filed with
the CSA and available on the Bank’s website.

C) Compliance with legislation and governance
The Board reviews the processes that ensure the Bank’s operations comply
with applicable legislation and regulations.

With the support of the ARMC, the Board adopts policies with regard
to compliance and regulatory risk and keeps apprised of important changes
to laws and regulations applicable to the Bank. It requires that management
set up a compliance program to ensure that the Bank complies with its
obligations.

The Board periodically reviews and approves, with the assistance of
the CRCGC, the Bank’s corporate governance practices. It keeps apprised
of trends and best practices in order to take them into account when
establishing, implementing and overseeing the Bank’s corporate governance
policies and practices.

D) Risk management

Together with the ARMC, the Board reviews and approves the statements,
measures and overall targets for the Bank’s risk appetite, recognizes and
understands the majorrisks to which the Bank is exposed and ensures that
appropriate systems are set up for effective management of those risks.
The ARMC receives detailed quarterly reports from the Bank’s Risk
Management sector covering the sector’s activities, the general allowance
for creditrisk, impaired loans and loan losses, and compliance with regulatory
capitalratiosand obligations underthe Basel Accords. On the recommendation
ofthe ARMC, the Board annually discusses and approves all major policies
concerning the Bank’s business-related risks and ensures that such policies
are enforced. The ARMC receives reports from and has regular discussions
in private with the internal auditor and the external auditors of the Bank.

E) Management oversight

The Board fulfills its duty regarding the oversight of the Bank’s business
operations by reviewing reports periodically provided by those responsible
for the various business lines, and discussing with the senior officers of
these business lines.

F) Management succession planning and development

The Board approves the appointment of officers of the Bank and ensures
thatthey are qualified and competent. It oversees the succession planning
process formanagement positions, including, in particular, that of President
and Chief Executive Officer.

The Board, with the assistance of the CRCGC and the HRC, ensures
that the President and Chief Executive Officer and other members of
management are highly principled and that they fostera culture of integrity
throughout the institution.
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G) Communication and disclosure of financial information

The Board promotes transparency and diligence in disclosing information
tothe Bank’s shareholders, investors and clients and to the general public.
It ensures that the information presented to shareholders is reliable and
providedin atimely mannerand prohibits selective disclosure of information.
It regularly reviews the Bank’s Information Disclosure Policy, which
describes, in particular, the type of information to be disclosed, whether
financial or non-financial, and when and in what manner such information
may be disclosed.

The Bank has created an Annual and Quarterly Information Disclosure
Committee to ensure the implementation and smooth operation of disclosure
controls and procedures and financial reporting internal control procedures,
as well as a Timely Disclosure Committee to ensure the implementation
and smooth operation of procedures for the disclosure of timely material
information. These committees review the Bank’s Information Disclosure
Policy on a regular basis and make recommendations for its approval to
the ARMC, the CRCGC and the Board.

H) Executive compensation
The HRC assists the Board in the exercise of its duties relating to human
resources. In addition, the HRC ensures that the compensation policies and
programs implemented are conducive to achieving the Bank’s objectives,
without however compromising its viability, solvency or reputation.

The Bank’s total compensation policies and programs are based on
the following principles:

—  offercompetitive compensation in orderto attract, motivate and retain
qualified officers;

— reward officers for obtaining results that contribute to the Bank’s
financial success in the short, medium and long term;

—  paycompetitive compensation when results meet expectations, higher
compensation when results exceed set objectives, and lower
compensation when they fall short of expectations;

— engage officers to focus on enhancing the Bank’s performance and
the value of shareholders’ investment; and

- require officers to hold Common Shares of the Bank, in order to align
their interests with those of the Bank’s shareholders.

I) Share ownership requirements

To ensure that the compensation of Bank officers is closely tied to
shareholders’ interests, the HRC has implemented share ownership
requirements.

Undertheserules, officers of the Bank and its designated subsidiaries
arerequired to maintain minimum holdings of Common Shares of the Bank,
including vested (but unexpired) and non-vested Performance Share Units
(“PSUs”), vested (but unexpired) and non-vested Restricted Stock Units
(“RSUs”), vested and non-vested Deferred Stock Units (“DSUs”), vested
(but unexercised) Stock Appreciation Rights of the Bank (“SARs”) and
vested (but unexercised) options, commensurate with each officer’s
compensation and position. The value of the minimum holdings of Common
Shares equals the previous three years’ average base salary received by a
given officer multiplied by a factor established under the requirements.

Bank officers have five years from the date of their hiring or promotion
to meet these requirements. Moreover, all officers are responsible for
ensuring that they comply with the share ownership requirements. If, for
any reason, a shortfall should occur, the officerwould then have to abstain
from selling his or her Bank shares and from exercising his or her vested
options and vested SARs (unless the share certificates are kept) until such
time as the minimum requirements were once again met.

The HRC regularly monitors share ownership to ensure that these
requirements are respected.

2.3 External consultants and access to management

The Board and each of its committees may hire, when they deem it
appropriate, legal counsel or other independent external consultants to
assist them in carrying out their duties and responsibilities. They can also
establish their mandate and set theirremuneration. The Bank provides the
funds to pay for the services of these external consultants. Moreover, the
ARMC and the HRC annually approve the list of mandates that the Bank
plans on entrusting to these external consultants to ensure that these
mandates do not compromise theirindependence.

3. COMMITTEES CREATED BY THE BOARD

The Board may delegate some of its powers to committees that it sets up
inaccordance with applicable legislation and its needs. Committee members
and Chairs are appointed from among the directors and must meet the
eligibility requirements of all applicable legislation as well as the
independence standards of the CSA. The Bank discloses the list of the
members of each committee in its annual Management Proxy Circular.

The committee members are scheduled to meet, without any members
of the Bank’s management, who are invited to committee meetings from
time to time, being present at each of their committee meetings. They
regularly report to the Board on their activities.

Together with the CRCGC, the Board develops and approves the
mandates of each Board committee as well as those of the committee Chairs.
The Board committees regularly review theirrespective mandates and that
of their Chair and recommend them for approval to the Board, to ensure
that they adequately reflect how they function, as well as their activities
and responsibilities, and those of their Chair, while complying with the
legislation in force.

4. SELECTION OF DIRECTOR NOMINEES, ELECTION, OVERSIGHT
AND COMPENSATION

4.1 Size and composition of the Board

The Board is composed of 12 to 18 directors, in accordance with applicable
legislation and By-Law | — General By-Law of the Bank (“By-Law 1”). The
Board, togetherwith the CRCGC, periodically reviews its size and composition
to verify its effectiveness, within the limits set out in applicable legislation
and By-Law I.

Directors must meet all the eligibility criteria set out in the Bank Act
(Canada), any other legislation applicable to the Bank, and any internal
rules established by the Board. A majority of the directors are Canadian
residents. Moreover, a maximum of two thirds of the directors may be
affiliated with the Bank in accordance with the Bank Act.

A) Competencies

The Board is composed of directors who possess extensive complementary
knowledge and competencies, as well as relevant expertise enabling them
to make an active, informed and profitable contribution to the management
of the Bank, the conduct of its business and the orientation of its
development.

The Board’s expectations with regard to its members, both in terms
of their individual experience and their contribution to the Board, are
specified in the Charter of Expectations, which is prepared by the CRCGC
and approved by the Board.
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Selection criteria setting out the aptitudes sought when nominating
a new director for election or when nominating an existing director for
re-election, as applicable, are prepared by the CRCGC and approved by the
Board. They promote balance in terms of the knowledge and competencies
of directors to ensure that the Board can fulfill its role in all respects.

Director nominees must demonstrate several aptitudes, including
sufficient financial knowledge given the scope and complexity of the Bank’s
business, and solid business judgment. Moreover, directornominees must
distinguish themselves through their ability to make objective and informed
decisions, theirimpartial judgment, and their capacity to assume positions
of responsibility on Board committees.

B) Independence

A majority of the members of the Board and all the members of the Board’s
committees are independent, as defined by the CSA. The Board, either
directly orthrough one of its committees, adopts structures and procedures
to ensure the Board functions independently of management.

The members of the Board and of the committees who are independent
are scheduled to meet without any members of the Bank’s management
being present, at each Board meeting. Moreover, the Board ensures that
theroles of Chairman of the Board and President and Chief Executive Officer
are separate.

The CRCGC regularly assesses the independence of the members of
the Board in accordance with CSA criteria using, among other things,
information provided semi-annually by directors or otherwise reported to
the CRCGC. The Board then reviews the CRCGC’s assessment of
independence.

Q) Integrity of directors
The directors of the Bank act with integrity and exercise impartial judgment
in performing their duties and fulfilling their responsibilities. In that regard,
directors are bound by the provisions of the Code of Conduct and other
rules of ethics applicable to directors and employees of the Bank, and
annually undertake in writing to comply with the Code of Conduct.
Directornominees must have a reputation foracting with integrity and
honesty, be recognized as persons who fulfill their fiduciary duties towards
the companies for which they serve or served as director. They must have
respected all the important aspects of the rules of conduct for directors
and officers of said company. The CRCGC conducts a background and
reference check on all directornomineesin accordance with the guidelines
issued by the Superintendent of Financial Institutions (Canada) and the
directors annually confirm in writing that they do not have a criminal
record.

D) Conflicts of interest

Directors must avoid all real, potential or apparent conflict of interest
situations with the Bank. Therefore, a directorwith an interestin a contract
ora materialtransaction with the Bank must disclose the nature and scope
of his or herinterest to the Chairman of the Board orthe Chairof the CRCGC,
in accordance with applicable legislation. He or she must abstain from
participating in deliberations or leave the meeting of the Board during the
review of the contract or transaction and must abstain from voting on the
matter, barring exceptions provided for by applicable legislation. Directors
annually undertake in writing to comply with the Bank’s standards with
regard to conflicts of interest.
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E) Availability and outside directorships

Board and committee members are required to attend at least 75% of all
meetings to which they are convened, unless the CRCGC deems that factors
beyond theircontrol prevented them from doing so. Directors are to prepare
adequately for the meetings in order to be able to actively participate in
discussions during the meetings of the Board and the committees on which
they serve.

Directors must inform the Chair of the CRCGC or the Chairman of the
Board before accepting an invitation to serve on another board. Together
with the Chairman of the Board, the Chair of the CRCGC assesses whether
the director would be involved in a real, apparent or potential conflict of
interestand whetherthe directorwould remain fully capable of performing
his or her duties as a director of the Bank.

The Board believes that the fact that a director of the Bank serves on
the board of directors of another reporting issuer does not necessarily
adversely affect his or herability to exercise his orherindependent judgment
and to act in the best interest of the Bank. The Board does not limit the
number of boards on which directors may serve, but it regularly reviews
this information to verify each director’s ability to properly fulfill his or her
role.

The Bank maintains a list of all the directorships of its directors and
its directornominees. In its Management Proxy Circular, the Bank discloses
the names of the reporting issuers as well as public and parapublic
corporations on whose boards the director nominees currently serve or
have served in the past five years.

F) Change in status
Directors must inform the Chairman of the Board or the Chair of the CRCGC

as soon as possible of any change in their professional or personal status
that could have an impact on their role as directors. The Chairman of the
Board or the Chair of the CRCGC then submits a report to the Board, which
contains the appropriate recommendations.

G) Board succession planning

The Board oversees its succession planning process implemented by the
CRCGC, which includes establishing and regularly reviewing a list of potential
director nominees, taking into account predetermined criteria.

H) Gender parity

The Board feels that diversity among the members of the Board enriches
discussionandtherefore recognizes the importance of increasing the number
of female directors and striving for parity between men and women on the
Board. Accordingly, the Board is continuing its efforts to find more female
candidates who meet the various selection criteriaand has set an objective
to have women nominees for half of all directorships that become vacant
in the future.

4.2 Performance assessment
The Board regularly assesses its performance and effectiveness as well as
that of its committees, the Chairman of the Board, the committee Chairs
and the directors in fulfilling their mandates, in keeping with a process
implemented by the CRCGC.

The CRCGCisresponsible forestablishing and overseeing the process
whereby each director can confidentially assess the effectiveness and
contribution of the Board and its Chairman, of the Board committees and
their respective Chairs, as well as assess his or her own contribution as a
Board and committee member. It may call upon independent consultants
for assistance with this duty.
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The assessment process is conducted through one-on-one meetings.
Guidelines, prepared by the Corporate Secretary’s Office and approved by
the CRCGC, are given to each director to help him or her prepare for these
meetings and to facilitate theirconduct. The guidelines consist of suggested
topics and questions fordiscussion at these meetings, including the Board’s
responsibilities, its relationship with management, its activities and its
composition, the structure and activities of the committees, the material
prepared for Board and committee meetings and the timeliness of their
distribution to directors.

Each directorthen meets individually with the Chairman of the Board
to discuss his or her assessment of the performance of the Board, the
performance of each Board committee on which he or she serves and the
committee Chair, ifapplicable, and his or her own performance as a member
ofthe Board. Each directoralso gives his orhercomments on the performance
of the Chairman of the Board to the Chair of the CRCGC or meets with him
as needed.

Following these one-on-one meetings, the CRCGC holds a meeting
where members discuss and review the comments made during the one-
on-one meetings, and assess the appropriateness of any modifications or
enhancementsinrespect of the performance and effectiveness of the Board,
its committees, the Chairman of the Board, the committee Chairs and
individual directors. A report is then presented to the Board.

Assessment
process revised
by the CRCGC

Guidelines sent

1 by the Corporate
Secretary’s Office

to all directors

Follow-up
of action plans,

if necessary 6 2

5 3 Individual meetings

Report of the CRCGC between the directors,
to the Board 4 the Chairman of the Board
and the Chair of the CRCGC
Discussions of the CRCGC
and drafting of action plans,
if needed

4.3 Election and re-election

A) Election

The Board has delegated to the CRCGC the responsibility of selecting director
nominees for vacant positions and determining whether it is appropriate
to re-elect each existing director.

The CRCGC manages the process, establishes the criteria used to
select directors and periodically reviews them to ensure they continue to
comply with legislative and regulatory requirements, respect the Charter
of Expectations, and meet the Board’s current and future needs.

After it has completed the process, the CRCGC submits its
recommendations to the Board, which approves all new director
nominees.

The CRCGC compiles and regularly reviews a list of potential director
nominees.

B) Re-election

The CRCGC annually assesses the eligibility and availability of directors
nominated for re-election, based on their past performance assessments,
their attendance at meetings of the Board and the committees on which
they serve, theirindependence, theircompetence, and theirlength of service
on the Board. After it has completed the assessment process, the CRCGC
submits its recommendations to the Board.

Anominee will be deemed not to have received the support of shareholders,
even if he or she is elected, where the number of votes withheld exceeds
the number of votes cast in favourof his or her election at an annual meeting
ofthe holders of Common Shares. Adirectorelected undersuch circumstances
must immediately tender his or her resignation to the CRCGC, which will
submit a recommendation to the Board. Where applicable, within 90 days
of receiving the final voting results, the Board will issue a press release
announcing the resignation of the director in question or explaining the
reasons justifying its decision not to accept such resignation. Majority
voting would not, however, apply in the event the director’s election is
contested.

D) Term of a director and Board vacancies

Adirector’s term usually expires at the close of the next annual meeting of
the holders of Common Shares of the Bank after his or herelection. Vacancies
on the Board are filled in accordance with applicable legislation.

The maximum period that a director may serve on the Board is 15 years
unless the Board, on the recommendation of the CRCGC, decides that,
because of exceptional circumstances, it is in the Bank’s best interest to
recommend the director for re-election. The computation of this 15-year
period started in 1998 for directors in office at that time.

4.4 Orientation and continuing education of directors

To enable directors to familiarize themselves with the Bank’s operations
and business segments, and also broaden the knowledge they need to
carry outtheirduties, the Board, through the CRCGC, and taking into account
each director’s needs and knowledge, has implemented an orientation and
continuing education program.

A) Orientation program
The orientation program for new directors provides them with an overview
ofthe Bank, including its operations, activities and main challenges. More
specifically, new directors receive training on the following subjects: the
role of the Board and its committees, the role of directors, the Bank’s vision,
its main sectors of activity, its business challenges, its audit and control
system, its human resources and its client base. Directors receive a copy
of the Code of Conduct, with which they must comply.

Moreover, new directors attend information sessions with the Chairman
of the Board, the President and Chief Executive Officer, and the Bank’s
senior officers.

B) Directors’ handbook

Directors are given a handbook containing a series of documents outlining,
in particular, their duties and the scope of their responsibilities as
directors.

Q) Continuing education program

Aspartofscheduled Board meetings, directors regularly attend presentations
andtraining seminars offered by Bank representatives or, from time to time,
external consultants with the requisite expertise, in orderto enhance their
knowledge about areas relating to their duties. During the year, directors
attend presentations by the heads of each business segment about their
strategic issues and business plans. At least 10% of the time designated
annually for the regular meetings of the Board is devoted to continuing
education. Moreover, the Bank encourages directors to participate, at its
expense, in training programs designed to enhance the knowledge they
need to carry out theirduties, subject to the priorapproval of the Chairman
ofthe Board orthe Chairofthe CRCGC and the director’s obligation to report
thereon to the Board.

National Bank of Canada / Management Proxy Circular 71



SCHEDULE B STATEMENT OF CORPORATE GOVERNANCE PRACTICES (cont.)

4.5 Director compensation and share ownership requirements

The Board aims to offer directors adequate compensation that recognizes
the increasing complexity of the Bank’s activities, enables the Bank to
recruit and retain qualified individuals to serve on the Board, and also
aligns the interests of the members of the Board with those of the Bank’s
shareholders. Every year, it reviews and approves compensation, the form
of compensation and the allowances to directors to ensure that they reflect
the importance of the function and that the incentive compensation
measures do not impair the director’s ability to fulfill his or her role and
responsibilities.

Therefore, the Board has adopted, on the recommendation of the
CRCGC, a compensation program that is reviewed periodically to ensure
thatitis in line with the Bank’s peer group. The aggregate compensation
that may be paid to directors for serving on the Board and its committees
during a fiscal year may not exceed the aggregate amount specified in
By-Law | approved by the Bank’s shareholders.

Directors receive a retainer forserving on the Board. In addition to the
retainer for the Board, the Chairman of the Board, committee Chairs and
committee members receive retainers related to these positions. Moreover,
the Bank and its subsidiaries also reimburse directors for the expenses
incurred to attend meetings, including transportation and accommodation
expenses. The Bank discloses in its annual Management Proxy Circularthe
compensation paid to the directors during the most recent fiscal year.

The compensation program for directors is also designed to align the
interests of the members of the Board with those of the Bank’s shareholders.
Accordingly, a director’s annual retainer is paid entirely in the form of
Common Shares or DSUs, ora combination thereof, until the share ownership
requirements for Bank directors have been met. Under these rules, all
directors are required to hold Common Shares of the Bank or DSUs with a
total value equal to or greater than five times the annual retainer received
as aBoard member. Directors have five years from the date they take office
to meetthese requirements. When they have met the minimum requirements,
directors may elect to receive their retainer in the form of cash, Common
Shares or DSUs, subject to the part of their retainer that must be paid in
the form of Common Shares of the Bank. In fact, part of the directors’
retainer, as well as part of the retainer paid to committee members and
committee Chairs, must be paid in the form of Common Shares of the Bank
even to directors who have met the minimum requirements.

The directors of the Bank do not receive stock options forthese duties.
They do not participate in any other compensation mechanism that offers
Bank shares nora pension plan. They do not benefit from life insurance for
which the Bank pays the premiums and they do not benefit from any banking
product or service at preferred rates or reduced fees related exclusively to
their status as directors.

Directors of the Bank who are also executives of the Bank do not receive
any compensation in their capacity as directors of the Bank or any of its
subsidiaries.
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5. MEASURES FOR COLLECTING THE VIEWS OF STAKEHOLDERS

AND COMMUNICATION

The Board ensures that measures are implemented to obtain feedback from
all stakeholders. The Bank responds to questions from shareholders,
investors, financial analysts and the media through its Investor Relations
Department, Public Relations Department, Corporate Secretary’s Office or
registrar and transfer agent. The Bank responds to clients with concerns
orspecial needs through its branch or telephone banking representatives.
Ifa complaint cannot be resolved through regularadministrative channels,
these clients may contact the Bank’s Ombudsman.

In its Management Proxy Circular, the Bank provides an e-mail and a
postal address that stakeholders can use to contact the Bank’s Board, a
Board committee, the Chairman of the Board or a director, including an
independent director. The Corporate Secretary is responsible for ensuring
effective communication between the Board, the Bank’s management and
shareholders.

6. PROCEDURE FOR REPORTING IRREGULARITIES

The ARMC establishes a policy for reporting irregularities relating to
accounting, internal accounting controls and auditing matters at the Bank
and oversees its implementation. This policy sets out the process for the
receipt, retention and handling of such complaints and concerns, as well
as the anonymous and confidential communication by any person or Bank
employee of concerns relating to accounting or auditing matters. This policy
is available on the Bank’s website.



SCHEDULE C

MANDATE OF THE BOARD OF DIRECTORS

COMPOSITION

1. Composition — The Board of Directors (the “Board”) is composed of
directors who possess extensive complementary knowledge and
competencies, as well as relevant expertise enabling them to make
an active, informed and profitable contribution to the management
of National Bank of Canada (the “Bank”), the conduct of its business
and the orientation of its development. Directors have the necessary
time and interest to perform their duties effectively.

2.  Eligibility — A majority of the members of the Board must consist of
directors who are Canadian residents. A maximum of two thirds of the
members of the Board are persons affiliated with the Bank in
accordance with the Bank Act (Canada) (the “Act”).

3. Independence —Amajority ofthe members ofthe Board areindependent
as defined by the Canadian Securities Administrators. The Board,
either directly or through one of its committees, adopts structures
and procedures to ensure the Board functions independently of
management.

4. InCameraMeetings — The members of the Board who are independent
are scheduled to meet regularly, without any members of the Bank’s
management being present, at the end of each Board meeting under
the direction of the Chairman of the Board.

5. Hiring of Independent External Consultants — The Board may hire,
when it deems appropriate, legal counsel or other independent
external consultants to assist it in carrying out its duties and
responsibilities. It sets and pays the remuneration of external
consultantsit hires. The Bank provides the funds necessary to pay for
the services of these external consultants.

INTEGRITY AND CONFLICT OF INTEREST

6. Integrity — Directors act with integrity and exercise impartialjudgment
in performing theirduties and fulfilling their responsibilities. Directors
are bound by the provisions of the Code of Professional Conduct and
other rules of ethics applicable to directors, officers and employees
of the Bank and its subsidiaries.

7. Conflict of Interest — Directors are required to disclose any conflict of
interest to the Chairman of the Board or to the Chair of the Conduct
Review and Corporate Governance Committee in accordance with the
Act.

8. Change in Function or Status — Directors must inform the Chairman
of the Board or the Chair of the Conduct Review and Corporate
Governance Committee as soon as possible of any change in
professional or personal status that could have animpact on theirrole
as directors.

ROLES AND RESPONSIBILITIES

General

9. Themain duty of the Board is to oversee the management of the Bank,
safeguard its assets, and ensure its viability, profitability and
development. In discharging its duties, the Board is assisted by three
committees: the Audit and Risk Management Committee, the Conduct
Review and Corporate Governance Committee, and the Human
Resources Committee. The Board assigns responsibility formanaging
and directing the operations of the Bank to management. The Board
assumes the duties and responsibilities set out herein.

10. The Board actively participates in reviewing and approving major
strategies and business objectives.

11. The Board regularly obtains reasonable assurance that the Bank is
operating within an appropriate control framework and that risk
management is assured.

12. The Board ensures that it is effectively governed.

13. The Board reviews the processes that ensure the Bank’s operations
comply with applicable legislation and regulations.

Strategic Planning Process
14. The Board:

a) Periodically reviews and approves a strategic plan in which the Bank
establishes its mission, vision, business objectives and strategy,
taking into account the business opportunities and risks for the
Bank;

b) Reviews and approves the business plans relating to the Bank’s
main operations and reviews them regularly to ensure they remain
appropriate and prudent given the Bank’s economic and business
environment, its resources and its results;

) Reviews and approves the Bank’s operating results as well as its
actual versus projected financial results, in light of the Bank’s
business objectives, strategic plan and business plans; and

d)Reviews and approves operating budgets and material expenses
not included in the operating budget.

Risk Management
15. The Board:

a) Reviews and approves the overall risk philosophy and risk appetite
of the Bank, recognizes and understands the major risks to which
the Bank is exposed and ensures that appropriate systems are set
up for effective management of those risks;

b) Requires that management report on the major risks to which the
Bank s exposed, the integrity of procedures and controls to manage
those risks and the overall effectiveness of the risk management
process. Requires that management adopt an internal process for
assessing capitaladequacy that takes into accountthe risks deemed
important for the Bank;

¢) Reviews and approves the Bank’s organizational structure and risk
controls. Plans an independent assessment of risk controls and
procedures implemented to ensure their effectiveness;

d)Requires that management adopt a process aimed at determining
the Bank’s appropriate level of capitalin terms of the risks assumed
and oversees its implementation and application;

e) Discusses and approves all major policies of the Bank, including
those setting acceptance, monitoring, management and reporting
rules for material risks to which the Bank is exposed, as well as
changes to risk management policies;

f) Approves all certifications, reports and any other declarations
required from time to time by a regulatory authority and that fall
within the Board’s purview;

g)Approves all material aspects of risk ratings and assessment
processes;

h)Ensures that the Bank’s risk management activities, however
organized, have sufficientindependence, status and visibility, and
are subject to periodic reviews; and

i) Includes areview of requisite orrelated changes in risk management
and controls in its review of the changes in strategies or new
business initiatives.
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Mandate of the Chairman of the Board
16. The Board:

a) Approves the mandate of the Chairman of the Board and reviews it
from time to time in the absence of the members of the Bank’s
managementwho serve onthe Board and the Chairman of the Board;
and

b)Annually appoints the Chairman of the Board from among the
members of the Board, sets his compensation and assesses his
performance.

Succession Planning and Director Compensation

17. The Board approves the appointment of any new nominee for the
position of director, reviews and approves directors’ compensation,
how that compensation is paid, and the allowances given to directors
to ensure that they reflect the importance of the function of director
and that the incentive measures provided for in the compensation
programs do not adversely affect the role and responsibilities of this
function.

18. The Board oversees its succession planning process implemented by
the Conduct Review and Corporate Governance Committee.

Assessing the Effectiveness of the Board and Reviewing its Mandate

19. The Board regularly assesses the performance and effectiveness of
the Board, its committees and directors, in accordance with a process
implemented by the Conduct Review and Corporate Governance
Committee.

20. The Board regularly evaluates and reviews its mandate.

Succession Planning for Management

21. TheBoard approvesthe appointment of officers and ensures that they
are qualified and competent.

22. Ontherecommendation ofthe Human Resources Committee, the Board
approves the annual objectives and key performance indicators
relating to the compensation of the President and Chief Executive
Officer.

23. Ontherecommendation of the Human Resources Committee, the Board
approves the compensation of the President and Chief Executive
Officer and the members of the Office of the President.

24. With the support of the Human Resources Committee, the Board
oversees the succession planning process formanagement positions,
including, in particular, that of President and Chief Executive
Officer.

External Auditors

25. Ontherecommendation of the Audit and Risk Management Committee,
the Board recommends to the shareholders the appointment of the
external auditors and approves their remuneration.
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Communication and Disclosure

26. TheBoard approves the policies on the communication and disclosure
of information to shareholders, investors and the general public.

27. The Board ensures that the information presented to shareholders is
reliable and provided in a timely manner.

28. The Board reviews and approves the annual consolidated financial
statements of the Bank and related external auditors’ report, the
interim consolidated financial statements of the Bank, the annual and
interim Management’s Discussion and Analysis, the processes for
presenting and disclosing annual and interim financial information,
the audit processes and management information systems and all
othermaterial financial information, including the Annual Information
Form orpress releases and documents designated by the Office of the
Superintendent of Financial Institutions in order to ensure their
integrity, the effectiveness of processes and compliance with
applicable accounting standards.

29. The Board ensures that measures are in place to receive feedback
from Bank clients, shareholders, investors as well as any other
stakeholders, including financial analysts. In that regard, the Board
designates one person to receive all comments.

Integrity and Ethics

30. TheBoard ensuresthattherules of conduct and ethics are maintained,
in particular by adopting a code of professional conduct for directors,
officers and employees of the Bank and its subsidiaries, and that the
Bank has an ongoing, appropriate and effective process to guarantee
compliance with these rules.

31. The Board ensures that any material breach of the code of ethics and
professional conduct by a director or member of management is
disclosed in accordance with continuous disclosure obligations.

32. TheBoard requires that management set up a compliance program to
ensure the Bank’s compliance with the Act, applicable laws and
regulations and any other obligations.

33. The Board ensures that the President and Chief Executive Officerand
other members of management are highly principled and that they
foster a culture of integrity throughout the institution.

Material Transactions

34. TheBoard discusses and approves any activity, contract oragreement
that is not in line with the Bank’s mission, is not in its normal course
of business orthat exceeds the materiality thresholds set by the Board
from time to time.

35. The Board reviews and approves policies with respect to major
initiatives and activities.



SCHEDULE C MANDATE OF THE BOARD OF DIRECTORS (cont.)

Governance
36. The Board regularly reviews and approves sound governance
practices.

37. The Board discusses and determines the structure and general
corporate governance principles applicable to the principal business
units, divisions and functions of the group comprising the Bank and
its subsidiaries in order to enhance the effectiveness of the oversight
carried out by the Board.

38. The Board ensures that procedures are in place for communication
between the Board and its committees and the principal business
units, divisions and functions of the group comprising the Bank and
its subsidiaries.

Exclusive Powers

39. The Board approves all matters that the Act assigns exclusively to
directors, in particularthe approval of dividends, certain related party
transactions as provided for in the Act, and procedures to resolve
conflicts of interest.

Residual Powers
40. The Board assumes any responsibility not delegated to
management.

BOARD COMMITTEES

Types of Committees

41. The Boardis responsible for overseeing the management of the Bank
and may set up the appropriate committees to assist it in this role.

42. The Board may, from time to time, review the types of committees it
forms, appoint members and delegate the appropriate authority to
such committees, and approve their respective mandates.

Composition
43. The directors appoint the committee members and ensure that each
committee’s composition complies with all applicable regulations.

Committee Mandates

44. Together with the Conduct Review and Corporate Governance
Committee, the Board develops and approves the mandates of each
Board committee as well as those of the committee chairs. The
mandates describe their respective roles and responsibilities.

45. The Board delegates responsibility for approving and reviewing
committee mandates to each committee.

Minutes of Committee Meetings
46. The Board committees record the minutes of each of their meetings,
and the minutes are made available to the Board.

Ad Hoc or Special Committees
47. The Board may, from time to time, form appropriate ad hoc or special
committees.

EXPECTATIONS OF THE BOARD REGARDING DIRECTORS

48. TheBoardrequires thatdirectors comply with this mandate, particularly
with regard to the amount of time directors must devote to their duties,
the competency requirements, and the rules of conduct and ethics.
The directors must also comply with the Charter of Expectations for
directors.

49. Together with the Conduct Review and Corporate Governance
Committee, the Board oversees the implementation of orientation
programs fornew directors and continuing education programs on the
operations of the Bank and its subsidiaries for all Bank directors that
take into account each director’s needs and knowledge.

EXPECTATIONS OF THE BOARD REGARDING MANAGEMENT

50. Management is responsible for the day-to-day management of the
Bank’s operations pursuantto the powers delegated by the Board and
in accordance with the laws and regulations applicable to the Bank.

51. Management facilitates Board oversight of business operations and
internaladministration of the Bank by providing members of the Board
with accurate, complete, relevantand timely information and reports.
Management reports to the Board, providing it with informed opinions
on such matters as the Bank’s objectives, strategies, plans and
material policies.

APPROVED BY THE CONDUCT REVIEW AND CORPORATE GOVERNANCE

COMMITTEE ON OCTOBER 28, 2010.
APPROVED BY THE BOARD OF DIRECTORS ON OCTOBER 28, 2010.
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INFORMATION FOR SHAREHOLDERS

Head Office

National Bank of Canada

National Bank Tower

600 De La Gauchetiére West, 4th Floor
Montreal, Quebec, Canada H3B 4L2
Telephone: 514-394-5000

Website: www.nbc.ca

Registrar and Transfer Agent

For information about stock transfers, address changes, dividends, lost
share certificates, tax forms and estate transfers, shareholders are asked
to directly contact Computershare, the Bank’s registrarand transferagent,
at the address and telephone numbers below.

Computershare Trust Company of Canada
1500 University Street, Suite 700

Montreal, Quebec, Canada H3A 358
Telephone: 1-888-838-1407

Fax: 1-888-453-0330

E-mail address: service@computershare.com
Website: www.computershare.com

For all correspondence (mailing address):
Computershare Trust Company of Canada
100 University Avenue, 9th Floor
Toronto, Ontario, Canada M5) 2Y1

Otherinquiries may be addressed to:
Investor Relations

National Bank Financial Group

National Bank Tower

600 De La Gauchetiére West, 7th Floor
Montreal, Quebec, Canada H3B 4L2
Telephone: 1-866-517-5455

Fax: 514-394-6196

E-mail address: investorrelations@nbc.ca
Website: www.nbc.ca/investorrelations

Contacting the Board of Directors

Bank shareholders and clients and other stakeholders may contact the
Board, a Board committee, the Chairman of the Board, a Chair of a Board
Committee or a director, including an independent director, by e-mail at:
boardofdirectors@nbc.ca or by mail c/o the Corporate Secretary’s Office
of the Bank at 600 De La Gauchetiére West, 4th Floor, Montreal, Quebec,
Canada H3B 4L2.
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