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A PRESENT
WITH A
FUTURE

“A present with a future”: That’s the idea
that best expresses Desjardins Group’s desire,
as formulated at the Congress of 2003,
to promote the social, professional and
financial integration of young people
between 15 and 30. With this goal in mind,
the Desjardins Youth Focus program was
created in 2004. It maintained its cruising
speed in 2005, with many caisses and
subsidiaries adopting action plans or
initiating projects. These initiatives fall under
four main areas: commercial practices;
democracy; knowledge and information;
and employment*. 

To support this commitment to youth, and
to pronounce it loud and clear, in fall 2005
we launched the Desjardins: Turbocharging
a Generation advertising campaign. This
campaign, which is continuing in 2006,
clearly portrays Desjardins as a modern,
committed, reliable financial institution,
which, most importantly, has faith in
young people.

A RESPONSIBLE,
LASTING ENTERPRISE

“A present with a future” also calls to mind the
permanent nature of Desjardins Group. By adopting the
cooperative formula, Alphonse Desjardins aspired to ensure
the longevity of his caisse populaire project. Today, it is
reassuring to think that, thanks to its founder’s foresight
and because it is owned by all its members, Desjardins Group
has become a collective, undeniable part of our heritage.

That’s why there is nothing surprising about Desjardins’
commitment to sustainable development. As early as the
late 1980s, as part of the Desjardins Environmental Option,
all of our components were invited to become more actively
involved in efforts to protect the environment. Recently, in
October 2005, we heightened this commitment by adopting
a policy that encourages caisses and subsidiaries to gradually
broaden, over the years to come, their support for
sustainable development. 

Longevity was a vital condition of Alphonse Desjardins’
vision. While wanting to meet the needs of his time, the
founder also wanted future generations to benefit from
his initiative. One hundred and five years later, through
its commitment to sustainable development, Desjardins
has remained true to its nature and its roots.

*Many of these initiatives are described in Desjardins Group’s 
2005 Social Responsibility Report.

TURBOCHARGING  
A GENERATION



THE LARGEST
COOPERATIVE FINANCIAL
GROUP IN CANADA
With some 5.5 million owner-members, consumers and
businesses alike, Desjardins is the leading financial institution
in Québec as well as the largest cooperative financial group
in Canada. Thanks to the complementary nature of the
relationship between caisses and subsidiaries, as well as to the
expertise of their staff, Desjardins members and clients benefit
from a range of constantly evolving financial products and
services that are adapted to their needs. Furthermore, because
of its commitment to “combining assets and values,” Desjardins
is involved in the community to an extent unmatched by
any other financial institution, thereby contributing to the
economic and social well-being of people and communities.

In Québec, Desjardins provides an unequalled presence to
members and clients thanks to a vast distribution network
consisting of caisses and their service centres, Business
Centres, subsidiary distribution networks and virtual networks.
Elsewhere in Canada, Desjardins is associated with caisses
populaires in Ontario, Manitoba, and New Brunswick as well
as with Desjardins Credit Union in Ontario. In addition, some
of its subsidiaries operate in every Canadian province. Moreover,
Desjardins Bank and Desjardins Commercial Lending offer
services to members or clients that vacation or do business
in the United States. In terms of international cooperation,
Desjardins has lent support to over 2.5 million people in
twenty-some developing countries.

Desjardins Group aims to be known as the best cooperative
financial institution in the world. To achieve this goal,
Desjardins ensures sustainable, overall performance that is
supported by steady business development and that stems
from three principles – member and client satisfaction,
the satisfaction and motivation of employees and elected
officers, and returns to owner-members.
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»
This Annual Report presents our
financial and business results.
To discover the extent to which
our presence benefits society,
read the 2005 Social Responsibility
Report; it describes the positive
impact of our activities on the
development of individuals,
institutions and communities.
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OTHER INFORMATION
As at December 31

2005 2004

Manitoba and Total Manitoba and Total
Group(1) New Brunswick(2) Group Group(1) New Brunswick(2) Group

Number of employees(3) 39,294 1,303 40,597 38,048 1,299 39,347
Number of members 5,416,303 219,885 5,636,188 5,364,497 219,026 5,583,523
Number of elected officers 7,184 410 7,594 7,210 450 7,660
Number of member caisses 568 40 608 572 40 612
Number of service centres 921 73 994 911 74 985
Number of automated teller machines 2,802 130 2,932 2,799 123 2,922

(1) Excluding the federations and caisses of Manitoba and New Brunswick but including Desjardins Credit Union in 2005. 
(2) Federations and caisses of Manitoba and New Brunswick.
(3) Includes employees working for subsidiaries that operate outside Québec.

AN INTEGRATED COOPERATIVE 
FINANCIAL GROUP

Optiinsurance Optifunds 
Investments

Desjardins 
Securities 
International

LP and Desjardins 
regional 
development 
funds

The Personal 
Insurance 
Company*

Certas Direct 
Insurance 
Company*

The Personal 
General 
Insurance*

Desjardins 
Global Asset 
Management

Fiera Capital*
Desjardins 
General 
Insurance*

Desjardins 
General 
Insurance Group

Desjardins 
Financial Security

Desjardins 
Asset Management

Ontario 
federation

New Brunswick 
and Manitoba 
federations

Desjardins 
Venture Capital

Desjardins 
Trust

5,371,912 MEMBERS 
in Québec and Ontario

568 CAISSES 
in Québec and Ontario

Gestion 
Valeurs mobilières 
Desjardins

Société 
immobilière
Place Desjardins

219,885 MEMBERS
in New Brunswick 
and Manitoba

40 CAISSES 
in New Brunswick 
and Manitoba

SFL Management Sigma Assistel Place 
Desjardins

Développement
international
Desjardins

Capital régional 
et coopératif 
Desjardins (1)

Desjardins 
Securities

Disnat

Fondation 
Desjardins

Société historique 
Alphonse-
Desjardins

Desjardins 
Bank

Desjardins 
Commercial 
Lending U.S.A.
Corp.

Caisse centrale 
Desjardins

Fonds de sécurité 
Desjardins

Capital 
Desjardins

Fédération 
des caisses 
Desjardins 
du Québec

44,391 
DCU 
MEMBERS
in Ontario

Desjardins 
Credit Union

(1) Venture capital, public fund managed by Desjardins Venture Capital

December 31, 2005 
Note: Chart does not reflect the legal ownership structure.

Ownership link
----- Auxiliary members
* Shared ownership
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FINANCIAL INTERMEDIATION
This segment consists of the Desjardins caisse network, the
federation of Ontario, the network of affiliated caisses in
Ontario, Desjardins Credit Union, the organization that supports
them (the Fédération des caisses Desjardins du Québec) and
its business units: Desjardins Card Services, Regular, Convenience,
Advisory and Access Services, Desjardins Financing Services,
and Desjardins Payroll and Human Resources Services. It also
includes Caisse centrale Desjardins, Fonds de sécurité Desjardins
and Capital Desjardins inc. » Leading market shares in Québec
in savings activities, residential mortgage credit, agricultural
credit and consumer credit » Pioneer and leader in online
solutions in Québec » The most-visited financial services Web
site in Québec and the second most-visited in Canada »
The largest credit card issuer in Québec (VISA Desjardins). 
www.desjardins.com

LIFE AND HEALTH INSURANCE –
DESJARDINS FINANCIAL SECURITY
Top life and health insurer in Québec and fourth in Canada
for total direct premiums underwritten » 5 million clients
(consumers, groups and businesses) » Extensive range of
life and health insurance and retirement-savings products
distributed through a variety of networks, including Desjardins
caisses in Québec and subsidiaries SFL Management and
Sigma Assistel » Head office in Lévis and a presence in major
Canadian cities, including Vancouver, Calgary, Winnipeg,
Toronto, Ottawa, Montréal, Québec City and Halifax.
www.desjardinsfinancialsecurity.com

GENERAL INSURANCE – DESJARDINS
GENERAL INSURANCE GROUP
One of the ten leading general insurers in Canada with close
to 1.8 million in-force policies » The leading direct insurance
provider in Québec with 1 million insured, and second-largest
in the Canadian group insurance market under the banner of
The Personal » Centres in Lévis, Montréal, Ottawa, Mississauga
and Calgary, and agents throughout the Desjardins caisse
network in Québec.
www.desjardinsgeneralinsurance.com
www.thepersonal.com
www.certas.ca

INVESTMENT FUNDS & TRUST SERVICES
One of the largest investment fund manufacturers in Québec
» Québec leader in securities administration and custody »
Private management services.
www.desjardinsfunds.com
www.northwestfunds.com
www.desjardinsprivatemanagement.com

SECURITIES – DESJARDINS SECURITIES
Full-service brokerage services for individuals and discount
brokerage services through its Disnat division » Brokerage
services for businesses and institutions » 41 full-service brokerage
points of service in Québec and in Ontario » A branch in
Vancouver tailored to the needs of institutional clients » Over
1,200 employees, including close to 300 investment advisors
» Close to $19 billion under administration.
www.ds.ca www.disnat.com
www.dsia.ca www.disnatdirect.com

ASSET MANAGEMENT –
DESJARDINS ASSET MANAGEMENT
More than $35 billion in assets under management, primarily
from the equity of the insurance subsidiaries and management
mandates entrusted by other components of Desjardins
Group » Real estate and securities investment management,
mortgage financing and business financing » Development
of investment and savings products » 25% shareholder in
Fiera Capital Management, a firm specialized in institutional
fund management » Offices in Québec City, Montréal,
Toronto and Vancouver.
www.desjardinsassetmanagement.com

VENTURE CAPITAL –
DESJARDINS VENTURE CAPITAL
Desjardins Group's venture capital manager » Manages assets
for seven Desjardins private funds (Desjardins Venture Capital,
L.P. and six Desjardins regional investment funds), Capital
régional et coopératif Desjardins, which has authorized assets
projected to reach $1.325 billion by 2011, and Desjardins –
Innovatech S.E.C. » 18 business locations throughout Québec
» Partner of nearly 200 Québec businesses and cooperatives,
thereby helping protect approximately 28,000 jobs.
www.dcrdesjardins.com

For purposes of financial disclosure, in the financial review of this document, as when
we disclose our quarterly results, the areas of activity are classified differently: “personal
and commercial”, “life and health insurance”, “general insurance”, and “securities
brokerage, asset management, venture capital and other”.
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OUR FINANCIAL RESULTS:
THE REWARDS OF OUR
COLLECTIVE EFFORT

As the largest integrated cooperative financial
group in Canada, Desjardins offers a full
range of financial products and services.
We owe our excellent 2005 financial results
to the combined efforts of all Group
components, from the caisse network
through to our subsidiaries.

• Combined surplus earnings before patronage
allocations of $1.1 billion, up $17 million over 2004

• Close to 43% in surplus earnings returned to
communities: $408 million in patronage allocations
to members and $58 million paid in sponsorships,
donations, and scholarships

• Return on equity of 14.5% compared to 15.8% 
in 2004

• Record net earnings of $160 million for Desjardins
Financial Security, an increase of 22.7% over 2004

• Profits of $125 million for Desjardins General
Insurance Group

• A $85 million contribution to surplus earnings
from Caisse centrale Desjardins

• Earnings of $21 million by Desjardins
Asset Management

In millions of $
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FINANCIAL POSITION – BALANCE SHEET 
AND OFF-BALANCE SHEET(1)

As at December 31
(in millions of dollars and as a percentage)

% change

2005-04 2005 2004(2) 2003(2)

Total assets 10.9 % $118,068 $106,442 $ 96,270
Average assets 9.9 112,320 102,156 91,452
Liquid assets 14.4 24,410 21,331 20,850
Loans 9.6 82,472 75,255 68,742
Deposits and subordinated debentures 7.9 84,802 78,576 73,373
Equity 10.4 7,905 7,160 6,372
Assets under administration 5.2 214,344 203,801 172,362
Assets under management 27.1 13,222 10,399 9,929
Tier 1 capital ratio (as per BIS standards) — 14.01 % 13.58 % 12.97 %

(1) Excluding caisses and federations in Manitoba and New Brunswick.
(2) Data restated to reflect the presentation adopted in 2005.

OPERATING INCOME(1)

For the year ended December 31
(in millions of dollars and as a percentage)

% change

2005-04 2005 2004(2) 2003(2)

Total income 7.2 % $ 9,071 $ 8,464 $ 7,736
Provisions for credit losses 2.1 96 94 75
Non-interest expenses 8.8 7,464 6,863 6,494
Surplus earnings after income taxes and before patronage allocations to members 1.6 1,089 1,072 834
Provision for patronage allocations to members 9.7 408 372 443
Surplus earnings after income taxes and before patronage allocations to members

per $100 of average assets — $ 0.97 $ 1.05 $ 0.91
Return on equity — 14.5 % 15.8 % 13.7 %

(1) Excluding caisses and federations in Manitoba and New Brunswick.
(2) Data restated to reflect the presentation adopted in 2005.

CREDIT RATINGS
The financial solidity of Desjardins Group as reflected in the excellent credit ratings of Caisse centrale Desjardins.

Short term Medium and long term

Standard & Poor’s A-1 + AA -
Moody’s P-1 Aa3
Dominion Bond Rating Service R-1M AA (low)



RESULTS FOR 2005:
EXCEEDING OUR
EXPECTATIONS
For a second straight year, the surplus earnings before patronage
allocations of Desjardins Group exceeded the billion-dollar
threshold. At $1.1 billion, they were up by $17 million from
the 2004 results. These results exceeded those projected in
our financial plan and stand as a fine tribute to the efforts
made by all Group employees.

With asset growth of 10.9%, Desjardins continued to expand
at a quick pace in 2005. It maintained one of the best
capitalization levels in the industry, and its Tier 1 capital, at
14.01% as at December 31, 2005, was 441 basis points greater
than that of its main competitors.

GROWTH IN SURPLUS EARNINGS IN THE
PERSONAL AND COMMERCIAL SEGMENT

The caisses’ strong performance in financing activities,
especially in mortgage credit, as well as sustained savings
recruitment, led to a rise in the surplus earnings of the personal
and commercial segment in 2005. These surplus earnings
before patronage allocations amounted to $791 million,
compared to $783 million for the previous year.

Two of the Fédération’s business units, Desjardins Card Services
(VISA) and Investment Funds and Trust Services, contributed
$90 million to the personal and commercial segment. For
its part, Caisse centrale Desjardins, which continued with
sector-based and geographic diversification in both Canada
and the U.S., contributed a record $85 million, generating
a return of 13%.

STRONG PERFORMANCE IN INSURANCE

In life and health insurance, Desjardins Financial Security (DFS)
recorded the best results in its history. At $160 million, its net
earnings grew by $30 million over 2004, for an increase of
22.7%. DFS continued to make major inroads across Canada,
helping it to grow group insurance sales outside Québec by
28% in 2005. Its return on equity, at 24.9%, stands as one
of the best in the industry. 

For its part, Desjardins General Insurance Group also enjoyed
attention-worthy performance, posting a return on equity of
24.7%. The net earnings of this subsidiary stood at $125 million,
down slightly from the $127 million posted in 2004. The
decrease is attributable to a decline in underwriting profits,
which were affected by the damages caused by heavy rains
throughout Canada and to a drop in automobile insurance
rates in Québec. 

THE TRANSFORMATION PROCESS
CONTINUES FOR CERTAIN COMPONENTS

At $21 million, the contribution made by Desjardins Asset
Management is comparable to that of 2004, when it was
$20 million. As for Desjardins Securities, it posted a $11.1 million
loss compared to a slight $0.1-million loss in 2004. The costs
associated with developing this subsidiary continue to weigh
on its results. On the other side of the coin, its efforts to
diversify its client base and sustain growth have been paying
off, as it continued to grow market share among individuals
in Québec, all while growing the revenues generated by
services to institutional clients and businesses.

/ 0 6 » MESSAGE FROM THE PRESIDENT AND CEO

ALBAN D’AMOURS

Desjardins Group
President and Chief
Executive Officer
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The earnings of the venture capital subsidiaries were down,
settling at $4 million ($8 million in 2004). As expected,
the investment portfolio continued to decline, going from
$136 million as at December 31, 2004 to $82 million as
at December 31, 2005, and thereby further limiting the
potential for gains.

A GENEROUS REDISTRIBUTION
OF SURPLUS EARNINGS

Thanks to the excellent results of 2005, the caisses were
able to set aside $408 million to be paid out in patronage
allocations to members, compared to $372 million in 2004.
In Québec, it is the members themselves who, at the annual
general meeting of their specific caisse, decide on the terms
and amounts of the patronage allocations. The caisses were
afforded more room to manoeuvre with respect to their
capitalization level and capacity to pay patronage allocations,
as they benefited from a $212 million distribution of capital
by certain subsidiaries at the end of fiscal 2005.

Amounts earmarked for sponsorships, donations, and
academic bursaries amounted to $58 million, an 11.5%
increase over 2004. In keeping with its tradition to share a
significant portion of surplus earnings, Desjardins plans on
redistributing close to 43% of these earnings to members and
to the community at the close of fiscal 2005. 

Given this past year’s results, we are confident in saying that
our 2003-2005 strategic plan was an out-and-out success.
At 14.7%, the average return on equity over this period sits in
the upper echelon of our target range. Through the activities
with our members and clients, we achieved satisfactory
performance, one that has allowed us to simultaneously
grow our reserves, meet regulatory requirements on capital,
finance our growth, pay patronage allocations to members,
and contribute to community development. 

A NEW STRATEGIC PLAN: GREATER
COHESIVENESS AMONG COMPONENTS

Thanks to the concerted efforts of all parties, and for
the first time in its history, Desjardins Group has created a
strategic plan, for 2006-2008, that involves every single Group
component. Never before has our identity as an integrated

cooperative financial group been so real, and never before
have the contributions made by each component to our
overall success been so clear.

This first Group-wide strategic plan follows on the heels
of our integration efforts, through which we have gradually
been establishing a strategic management structure for
the Group as a whole over the past few years. Because
this period of integration was Desjardins’ best in terms
of cooperative and financial performance, achieving even
greater synergy of our actions will help us fulfill our corporate
vision, reach our full business potential, and make Desjardins
an even more stimulating, distinctive, and efficient organization.

As for developing business among consumers and businesses,
our ambitions are now aligned perfectly with the resources at
our disposal; we can now offer, from the outset, a complete
and accessible service offering adapted to the needs of all
member and client segments. 

Our extensive workforce, active throughout the Desjardins
caisses and subsidiaries network, makes up the largest
advisory force in Québec, and one that could already be
counted on elsewhere in Canada. Of the highest quality,
this force will continue, in the years to come, to provide
members and clients with the unequalled range of products
and services available throughout Desjardins.

ACHIEVING OUR POTENTIAL:
A CHARTED COURSE

To reach our business development objectives, we have
identified the geographical areas and market segments in
which a large number of members and clients can be reached.
A wide range of initiatives will support these efforts.

For example, the Greater Montréal Area is still ripe with
opportunities for growth, as our penetration rate there is
not yet as high as experienced elsewhere in Québec. As such,
we will heighten efforts to market our service offering, to
enhance our approach to various clienteles, and to grow our
presence and visibility.
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We will also pursue business development outside Québec,
thereby achieving greater diversification and making strong
contributions to the financial cooperative movement in
Canada. In this respect, 2005 was filled with promising
initiatives, particularly the finalization of new commercial
partnerships.

For example, we committed to providing the Alliance des
caisses populaires de l’Ontario and its affiliated caisses with
technological services that will support their operations.
We will also give them access to a full range of financial
products and services. 

The support we lend to Canadian cooperative financial
institutions in the area of service delivery became even
stronger in 2005 through the alliance we formed with
CGI Group. CGI will now offer the Desjardins computing
infrastructure to its 140 client credit unions, thus providing
them with a wider range of technological options. 

Similarly, Desjardins renewed its service agreement with
the Fédération des caisses populaires acadiennes and its
33 affiliated caisses in New Brunswick, which will continue
to benefit from some of our products and services as well
as our proven technological know-how. Partners since 1990,
our respective organizations will therefore continue to pursue
their relationship. 

When all these efforts are combined with the progress being
made in insurance, securities, and within the Desjardins Credit
Union in Ontario, not to mention the opening of new business
locations and our ever-expanding network of partnerships,
we see all of the conditions favourable to steady business
growth across Canada. 

LEVERAGING OUR EXISTING RELATIONSHIPS
WITH MEMBERS AND CLIENTS

Our asset management activities stand as another stimulating
opportunity for growth. There is great potential to develop
new business among the many Desjardins caisse members
and the many clients who receive quality service from our
subsidiaries. Given the experience of our advisory teams, and
thanks to the increasingly complete integration of our service
offering, we are confident that we can win a large share of
the business that our members and clients have, until now,
been directing to our competitors.

Our increased market share in investment funds and securities
in 2005 and the strong sales growth of the teams assigned
to discretionary portfolio management are prime examples
of our ability to grow business in this way.

Over the next few years, we will also be relying on our ability
to effectively serve businesses. Again, the complementary
nature of our components is a clear advantage that more
and more entrepreneurs are coming to appreciate. 

While continuing to pay the required attention to small
businesses, which play a vital role in local and regional
development and job creation, the 1,200-plus account
managers in our 56 Desjardins Business Centres, assisted
by their colleagues at Caisse centrale Desjardins and certain
subsidiaries, will pursue the ongoing campaign aimed at
growing our market share in the financing of medium-sized
and large businesses.

SEEKING GREATER EFFICIENCY

For new business development to be a source of sustained
profitability, we will focus renewed attention on the performance
of our investments. We will make better use of the combined
strength of our components and make sure that the most
efficient practices are applied across the board.

With these focuses in mind, we mobilized sector-based teams
in 2005; their objective was to create financial and operational
synergies related to the implementation of the Group’s strategic
management structure. Everything indicates that we will reach
our initial objective, namely, to generate estimated additional
surplus earnings of more than $100 million before income
taxes, which will become recurrent in the coming years. 

A FINANCIAL PERFORMANCE SERVING
OUR COOPERATIVE MISSION

Sustained financial performance will allow us to even more
effectively fulfill our mission as a cooperative, our distinguishing
feature and undeniable advantage.

With its network of caisses and Business Centres, Desjardins
will maintain an unmatched physical presence in all regions
of Québec and in one area of Ontario. This presence is
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strengthened by an equally extensive network of automated
teller machines and point-of-sale terminals, not to mention
our AccèsD telephone and Internet services, through which
at least half a billion transactions were performed in 2005. 

This far-reaching network is further backed by the support
of Desjardins’ other components, many of which have a
significant presence in all regions. Such is the case of Desjardins
Venture Capital; in its 18 business locations, leading-edge
expertise in venture capital and business development serves
as a strong complement to the activities of the Desjardins
Business Centres. This know-how will continue to join forces
with community groups, as shown by our involvement in
the Regional Economic Intervention Fund (FIER) program,
launched in 2005 by the Québec government.

ACCESSIBILITY TO EVERYONE

The Desjardins network, which serves the entire territory and
of which each component is a source of leadership in the
socio-economic lives of their communities, is also a guarantee
that financial services will be highly accessible to everyone.
Wherever Desjardins is present, it employs its expertise to the
benefit of all investors – large and small. In this regard, 2005
saw the creation of a wider range of savings and investment
products that combine the need to protect capital with the
desire for high returns, the result being that new subscribers
can invest according to their means. 

Similarly, the broad range of derivative products offered by
Caisse centrale Desjardins provides businesses, even those
with modest means and needs, with access to sophisticated
treasury products. 

In 2005, our microcredit program designed for individuals
experienced growth. Twelve regions, upon the initiative of
their caisses, equipped themselves with a Desjardins Mutual
Aid Fund. With the help of partners specialized in budget
consulting services, the caisses are able to help more and
more individuals in financial difficulty. Furthermore, a second
microcredit fund for businesses was established in 2005,
and it is likely that caisses from other regions will follow suit. 

A RENEWED COMMITMENT
TO SUSTAINABLE COMMUNITY
DEVELOPMENT 

In addition to all the steps taken to increase the financial
autonomy of individuals and communities, as well as to
striking a finer balance between economic concerns and
social concerns, we will now be focusing greater attention
on environmental issues. In 2005, we adopted a sustainable
development policy and began executing the comprehensive
action plan that will give shape to this policy. Further details
about this initiative, a true commitment to the future, are
provided in our 2005 Social Responsibility Report.

On a global scale, Développement International Desjardins
(DID) continued to provide technical assistance to developing
countries. In particular, DID was awarded the largest mandate
in its history by the Canadian International Development
Agency (CIDA). Under this ten-year mandate, DID can continue
the work it started in 1995 in Haiti, where it helped set up
a network of approximately 60 caisses and 13 other points
of service. 

In 2005, I had the honour of being elected to the Board
of Directors of the International Cooperative Alliance (ICA),
a group that consists of 226 member organizations in
89 countries, representing more than 800 million people
worldwide. I will be helping to actively promote the concept
of cooperation, a highly effective means by which to
empower communities anywhere in the world. 

COOPERATIVE GOVERNANCE:
CONTINUOUSLY STRENGTHENED

We continued to strengthen our cooperative governance
mechanisms in the caisses as well as in the Group’s democratic
and decision-making entities in 2005. Communication and
participation, the foundations of these mechanisms, are
considered the best measures of an adequate response to
the needs of members and communities. 

Following the 2002-2003 Congress on Cooperative Renewal,
we designed new means of communicating with members
as well as new methods of consultation. The adoption of
innovative practices in terms of an e-democracy system will
revitalize the associative lives of caisses.
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Furthermore, since fall 2005, we have been offering a new
training program to caisse elected officers. The program
is designed to help them exercise their responsibilities and
assume an active leadership role in the current climate specific
to caisses and to Desjardins Group as a whole. One component
of this program is specifically designed for caisse presidents,
who, since 2005, have been able to rely on strong support
from the Fédération. 

The Desjardins Cooperative Institute (DCI) continued to
promote Desjardins’ values, vision, direction, and strategies
through training sessions attended by elected caisse officers
and managers from all Group components. Approximately
3,500 people participated in one of the sessions offered
by DCI in 2004 and 2005.

We engaged in a Group-wide review process on the
mechanisms used to listen to and consult with caisses.
Based on the conclusions of this process, a new responsibility
was afforded to the meeting of representatives; it will now
have decision-making power in the area of orientations,
complementary to that of the general meeting.

ACTIVELY PREPARING FOR
THE DEMOGRAPHIC CRUNCH

In our internal initiatives and our dealings with members
and clients as well as communities, Desjardins is focusing on
changing demographics and succession planning issues. We
are well aware that the coming years will bring a huge wave
of retirements, and this large group of workers will be difficult
to replace with new talent. For several years, Desjardins has
been preparing for the coming “talent wars”. 

In 2005 we implemented measures to strengthen our position
as an employer of choice, placing the accent on campaigns
that focus on employee health and well-being. A large portion
of our staff has been engaged in training and skill development
activities, and they can now pursue their career paths
throughout the Group. In the same vein, a new program
offered to caisse general managers in 2005 is designed to
support them in their roles and professional development. 

Foundations of excellence for our employees entrench
practices and a culture of continuous improvement that
are focused on the quality of services we provide to our
members and clients. In 2005, our call centres obtained
COPC (Customer Operation Performance Center) certification,
confirming our conviction that we are heading in the
right direction.

Desjardins continues to welcome new talent, particularly
young graduates, into an environment that is open to diversity
and where a healthy mix of men and women is actively
encouraged, all the way up to our highest offices. The Board
of Directors’ new forums for consultation are designed to
give concrete form to our desire to effectively and specifically
serve young people, women, the members of culturally
diverse communities and aboriginals, as well as integrate
them in greater numbers into the ranks of our staff and
elected officers. 

The Desjardins Youth Focus program, now in full swing
throughout the Group, has generated many initiatives aimed
specifically at youth and their employment needs, civic
participation, and the wise use of financial services. As
described in our Social Responsibility Report, 2005 was
a particularly good year for the Youth Focus program.

This same concern for the future fuelled the expansion of
our succession program for senior executives. Given the great
mobility of human resources expected in the coming years,
our organization is taking measures to ensure continuity and
the attainment of our strategic orientations.

In addition to modernizing our service offer to members
who are retiring or approaching retirement, Desjardins is also
developing the means to support SME owners who would like
to hand over ownership of their company at the end of their
active working lives. Since over half of business owners will
be reaching retirement age in the next 10 years, this represents
a major issue for the economic vitality of each of the regions
where we plan on playing an important role.
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CONTINUOUSLY ADAPTING TO
NEW REGULATORY REQUIREMENTS

In 2005, Desjardins continued to respond to major changes
in the financial and regulatory environment. A new positioning
with respect to financial governance has an impact on work
throughout the Group and takes into account issues related
to integrated risk management and compliance.

Legislative changes were also secured in response to directions
established at our Congress in April 2005 concerning caisse
decision-making bodies. The law was also amended to
allow caisses and their members to take advantage of new
opportunities for e-democracy.

A RANGE OF TALENT AND SKILLS TO
SERVE OUR MEMBERS AND CLIENTS

Once again in 2005, the strength of Desjardins’ human
resources surpassed all expectations. Elected officers, employees,
and management once again proved that cooperative ideals
can be an important source of motivation, giving our action
unparalleled intensity and vitality. I would therefore like to
thank all those who embodied these ideals so well in 2005
and applied their talent and skills to the benefit of all
Desjardins members and clients.

More specifically, I would like to thank the members of
our councils of representatives who were in high demand
throughout the year for their contributions to cooperative life
in their communities and for their involvement in innumerable
consultations on issues important to Desjardins.

I would like to thank my colleagues on the Board of Directors,
who accomplished a considerable task and showed both great
rigour and vision with respect to all the issues surrounding
Desjardins Group’s future. In particular, I would like to thank
Madeleine Lapierre, who left the Board and her Desjardins
functions after 30 years of loyal service. I would also like
to thank Jacqueline Mondy, whose term on the Board ended
in 2005. At the same time, I would like to extend a warm
welcome to their replacements, Pierre Grenon and Michel Roy.
My thoughts also turn to the sudden loss at the end of the
year of our colleague Richard Sarrazin, whose death has
thrown us all into dismay and mourning. 

My thanks also go out to Jean-Pierre De Montigny, who left
the presidency of Desjardins Securities after having contributed
to this subsidiary’s accelerated development over the last four
years. There is no doubt that Germain Carrière, who has now
taken over this role, will make Desjardins Securities one of the
drivers of our service offering aimed at Canadian consumers
and businesses.

As we begin implementing our new strategic plan, I am
convinced that Desjardins, an integrated cooperative financial
group that is solidly rooted in the community, will fulfill its
vision and take its place as the leading financial institution.
It will achieve this goal by satisfying the needs of its members
and clients, by ensuring profitable business development, and
by actively contributing to the development of the Canadian
cooperative financial movement.

Alban D’Amours
Chief Executive Officer 
of Desjardins Group

»
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01 ALBAN D'AMOURS*
Desjardins Group President 
and Chief Executive Officer,
Chairman of the Board
End of term: 2008

02 PIERRE TARDIF*/**
President of the Rive-Sud de Montréal
Council of Representatives,
Vice-Chair of the Board
End of term: 2009

03 ANDRÉ LACHAPELLE*/**
President of the Lanaudière 
Council of Representatives,
Board Secretary
End of term: 2007

04 JACQUES BARIL*/**
President of the Est de Montréal
Council of Representatives
End of term: 2008

05 ANDRÉ GAGNÉ*/**
President of the Québec-Est
Council of Representatives
End of term: 2007

06 DENIS PARÉ*/**
President of the Estrie 
Council of Representatives
End of term: 2009

07 RICHARD SARRAZIN*
Caisse General Manager,
Member of the Québec-Ouest–Rive-Sud
Council of Representatives
Deceased during term, December 2005

08 THOMAS BLAIS**
President of the Caisses populaires
de l’Ontario Council of Representatives
End of term: 2008

09 JEAN-GUY BUREAU**
President of the Group Caisses
Council of Representatives
End of term: 2006

10 LOUISE CHARBONNEAU
Caisse General Manager,
Member of the Est de Montréal
Council of Representatives
End of term: 2006

11 ALAIN DUMAS
Caisse General Manager,
Member of the Mauricie
Council of Representatives
End of term: 2007

12 RAYMOND GAGNÉ**
President of the Bas-Saint-Laurent
et Gaspésie–Îles-de-la-Madeleine
Council of Representatives
End of term: 2007

13 NORMAN GRANT
Vice-President of the Bas-Saint-Laurent
et Gaspésie–Îles-de-la-Madeleine
Council of Representatives,
Managing Director
End of term: 2007

14 PIERRE GRENON**
President of the Richelieu-Yamaska 
Council of Representatives,
End of term: 2008

15 DANIEL LAFONTAINE
Caisse General Manager,
Member of the Centre-du-Québec 
Council of Representaives
End of term: 2008

16 ANDRÉE LAFORTUNE**
President of the Ouest de Montréal 
Council of Representatives
End of term: 2007

17 MARCEL LAUZON**
President of the Laval–Laurentides 
Council of Representatives
End of term: 2009

18 OLIVIER LAVOIE**
President of the Saguenay–
Lac-Saint-Jean–Charlevoix–Côte-Nord
Council of Representatives
End of term: 2008

19 PIERRE LEBLANC**
President of the Mauricie
Council of Representatives
End of term: 2008

20 DANIEL MERCIER**
President of the Centre-du-Québec 
Council of Representatives
End of term: 2009

21 MICHEL ROY**
President of the Kamouraska–
Chaudière-Appalaches 
Council of Representatives
End of term: 2008

22 CLÉMENT SAMSON**
President of the Québec-Ouest–
Rive-Sud Council of Representatives
End of term: 2007

23 SYLVIE ST-PIERRE BABIN
Vice-President of the Abitibi-Témiscamingue
–Nord et Ouest du Québec 
Council of Representatives,
Managing Director
End of term: 2008

24 BENOÎT TURCOTTE
President of the Abitibi-Témiscamingue
–Nord et Ouest du Québec 
Council of Representatives
End of term: 2008

* Member of the Executive Committee
** Unrelated director

The members of the Board of Directors of the Fédération des caisses Desjardins du Québec are also directors of
Caisse centrale Desjardins and Desjardins Venture Capital. The Board of Directors is made up of 22 members, including
21 who are elected by the Regional General Meeting, Group Caisses General Meeting or Fédération General Meeting.
The following are members of the Board: the 17 presidents of the Councils of Representatives, the four caisse General
Managers elected by the representatives’ meeting and the President and Chief Executive Officer of Desjardins Group.
For the Bas-Saint-Laurent et Gaspésie–Îles-de-la-Madeleine and Abitibi-Témiscamingue–Nord et Ouest du Québec
regions, the Vice-President of the Council of Representatives sits on the Board as a Managing Director.
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of “representation” by hosting a forum on democratic diversity
that brought together fifty-some members, elected officers,
and caisse general managers as well as representatives from
youth organizations, women’s groups, culturally diverse
communities and aboriginal communities. 

SUPPORTING OUR OFFICERS AND YOUTH

For several years, the issues facing elected officers have grown
increasingly complex. Furthermore, the regulatory requirements
applicable to their roles have become more stringent.

In 2005, we addressed these challenges by launching a training
program designed for elected officers. Entitled “Know-how
and Governance,” the program addresses the acquisition
and development of the skills and competencies required to
perform the role of caisse officer; the program also includes
a component specifically designed for caisse presidents.

Among the many initiatives taken with youth in mind, the
“Desjardins Young Intern Officer” provides youth with greater
presence in caisse democratic bodies by allowing them to sit,
for a 12-month period, on the board of directors. Through
this initiative, interns gain invaluable social and educational
experience and acquire highly practical skills and knowledge.

Finally, we will provide members with the opportunity to
participate in the capitalization of their caisse by investing
their patronage allocations starting in early 2007.

Above all, our cooperative nature is what sets us apart
from other financial institutions, and once again in 2005,
we have spared no effort to cultivate and further emphasize
that difference.

To learn more about the 2005 initiatives that relate

to our cooperative difference, we invite you to read our

2005 Social Responsibility Report.

/
20
05

CULTIVATING OUR
COOPERATIVE NATURE  
Desjardins is a cooperative enterprise with members that are
both users and owners. This cooperative nature influences
all of our activities – particularly our policies, our commercial
and management practices, and the very way we work. 

In any cooperative enterprise, a rich associative life is a must.
In 2005, one of the high points in this regard was the
19th Congress held in Montréal in April. There, more than
1,100 caisse delegates addressed two major issues: oversight
in caisses and remuneration of elected officers. 

The delegates voted strongly in favour of maintaining an
oversight body in the caisses and, at the same time, they
decided that such a body would be mandated to focus on
ethics, professional conduct, and the cooperative aspects
of caisse activities. As for the remuneration of elected caisse
officers, the delegates decided in favour of a remuneration
based on attendance at meetings. 

COMMUNICATION AND REPRESENTATION

In 2001, we significantly changed our structure in order to
create more direct relationships between the caisses and the
bodies within Desjardins Group and to create a more flexible
decision-making process. In January 2005, as part of our
continuous improvement efforts, we initiated a consultation
process to discuss the mechanisms for listening to and
consulting with caisses. An action plan was adopted in
October 2005; we are confident that this plan will make
our associative life more dynamic and enhance the unity
of our thoughts and actions.

In addition, for a democratic body of a caisse to properly
exercise its role, the composition of that body must be
representative of all of its members. Consequently, in
November 2005 in Québec City, we addressed the matter
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RELYING ON COMPETENT,
DEDICATED STAFF
We are privileged to be able to rely on competent and dedicated
employees who are inspired by the values of cooperation.
As their employer, we do whatever it takes to provide them
with a stimulating professional environment and a pleasant
and respectful workplace. 

We are particularly proud of the Desjardins Cooperative Institute,
which has been instrumental in promoting our vision and
values among our elected officers and managers. In 2005,
this veritable “corporate university” offered a new program
– Desjardins: Destination Excellence – to elected officers and
managers. The purpose of the program was to help the
participants acquire a manner of thinking and decision-making
that focuses on the principles of overall, lasting performance. 

Furthermore, we continued to invest in training programs
for our managers and employees. Training is now available
in several forms: job training, personalized programs and
individual courses. In 2005, we devoted more than 3% of
payroll in Québec to training.

We also took concrete steps to ensure that key positions are
always occupied by highly competent, efficient, and effective
individuals. The succession plan of our senior executives,
in particular, was the focus of much effort in 2005.

Desjardins plans on becoming the leader in consumer wealth
management; as such, we continued our efforts in 2005
to acquire the best resources with which to do so. We have
approximately 2,350 accredited financial planners in our employ,
representing a 12.5% increase over 2004. 

MAKING A CAREER AT DESJARDINS

In 2005, more than 5,500 job openings were posted, and
some 76,000 candidates applied. Moreover, the interest we
generate within CEGEPs and universities shows that many
young people wish to make their careers at Desjardins. 

We will continue our efforts to ensure that making a career
at Desjardins is fully possible. We have created conditions
that will help all Desjardins employees to pursue, either within
their component or elsewhere in Desjardins, the career path
that is best suited to them.

In this respect, we have worked at improving total
compensation equity and at creating policies that allow for
mobility within the Group. In addition, our components have
adopted common rules for their profit-sharing plans and, for
the first time, have made a concerted effort in performing their
annual salary reviews. Through these efforts, we reached our
objective of offering a competitive total compensation package
to our employees, and at the same time, we strengthened our
policies on equity and mobility. Our efforts are paying off, as
less than 5% of our staff left Desjardins in 2005. Furthermore,
our commitment to work-life balance was the catalyst for a
review, in 2005, of certain aspects of our work conditions.

This past year, we continued our efforts to develop an impressive
range of activities designed to manage the health of our
personnel, to the point that we are known as the current
leader in this regard.
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THE CHALLENGE OF DIVERSITY

Although we are satisfied with the progress made in 2005,
complacency will not set in. We remain fully aware that the
coming years will present major challenges.

In particular, we must ensure that there is an appropriate
match between our employee profiles and the expertise
required for us to reach our goals in our target markets. We
must also attract qualified people despite the challenges of
slow population growth and, most of all, we must make sure
to retain these people.

Our desire to significantly grow our business volume in the
Greater Montréal area and in the entire Canadian market
poses the challenge of workforce diversity. That is why, in
2005, we held a forum on this topic that was attended by
experts as well as Desjardins employees and elected officers.

The context in which we operate is constantly evolving. We are
committed to keeping pace with change and to surrounding
ourselves with the best resources to take us where our
ambitions may lead.

To learn more about the 2005 initiatives that relate to

human resources management, we invite you to read our

2005 Social Responsibility Report.

THE EXPERTISE OF
ALL OUR COMPONENTS
AT THE SERVICE
OF CONSUMERS
OUR SALES TEAM IS THE LARGEST AND ONE OF

THE MOST SKILLED IN THE INDUSTRY. IT PROPOSES

A FULL LINE OF FINANCIAL PRODUCTS AND

SERVICES TO OUR CONSUMER MEMBERS AND

CLIENTS BY TAPPING THE EXPERTISE OF EACH OF

OUR COMPONENTS. IN 2005, WE DEMONSTRATED

OUR ABILITY TO INNOVATE IN ORDER TO MEET

THE CHANGING NEEDS OF OUR CLIENTS AND

MEMBERS. WE CONTINUE TO PURSUE THE SAME

OBJECTIVE: TO BECOME THE MAIN WEALTH

MANAGER FOR CONSUMERS.

ASSET MANAGEMENT: EVEN GREATER
VALUE FOR INVESTORS

Last year, our financial planners, investment advisors, and
financial security advisors from the Desjardins caisse network
adopted a new approach to asset management. The approach
is based on the following: a new asset category that allows
clients to better diversify their portfolio and to withstand
potentially significant fluctuations in the financial markets; an
expanded offering of investment funds that combines results
and quality portfolio management in order to meet the diverse
and complex needs of investor members; an improved investor
profile analysis that allows us to better determine the investor
personality type of members; model portfolios to help investors
establish the best balance between the desired risk and
expected return.

This new approach will certainly help to increase the portfolio
values of investor members.
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AN OFFER BETTER SUITED TO
THE NEEDS OF RETIREES

We recently launched the Desjardins Retirement Approach, a
comprehensive, integrated offering of specialized products for
pre-retirement and retirement that aims to meet all the financial
needs of our members at this important stage of their lives.

In line with this comprehensive offer, we created the Diapason
Retirement Program and Retirement Portfolio Models. Using
these products, our pre-retired and retired members combine
their savings and benefit from a strategy that concurrently
stabilizes their capital, enables it to continue to grow, and
minimizes tax consequences. As a result, this capital can last
and yield more, allowing a comfortable standard of living to
be sustained. Insurance coverage applicable to critical illnesses,
long-term care and health care, as well as estate planning,
are provided along with these products. 

INDEXED TERM SAVINGS PRODUCTS:
AMOUNTS OUTSTANDING OF $7.6 BILLION 

With a half-billion dollar rise in amounts under management
in 2005, we confirmed our dominant position in non-traditional
investments in Canada.

We now hold amounts outstanding of indexed savings of
$7.6 billion; at year-end 2004, the Canadian market for this
type of product was valued at approximately $16 billion. 

DIVERSIFIED INVESTMENTS. 
A SINGLE PRODUCT.

The Desjardins Profile Investment is a new savings product that
provides members with access to a range of diversified products
in a single product in order to simplify their investments.

To respect the investor profile of each member, three variations
of this product are offered, each one containing a wide range
of diversified financial assets. The Profile Investment has
other advantages, particularly a 100% guarantee on capital,
a guaranteed return at maturity, and the ability to redeem
the investment before maturity.

A LINE OF CREDIT FOR ALL PROJECTS

Last year, we worked on designing a new financing product
that will be available in caisses in early 2006. The product will
allow borrowers to use the full equity of their property to carry
out all of their projects.

CREDIT CARDS: STRONGEST
GROWTH IN CANADA

We are the largest issuer of credit cards in Québec, where we
hold a 45% share of the market. In 2005, we bolstered our
position by achieving the strongest business volume growth
among all VISA card issuers in Canada. We also continued to
demonstrate our accessibility to youth while maintaining the
quality of our cardholder portfolio.

SECURITIES: DESJARDINS GROWS
ITS MARKET SHARE

Desjardins Securities, our securities brokerage subsidiary,
continued to increase its market share in Québec in the consumer
market. This success is attributable to the addition of experienced
investment advisors to the full-service brokerage team and
to a strengthening of the partnership with the caisses. 

The success owed to other factors as well. For one, Disnat,
the online brokerage division of Desjardins Securities, launched
a transactional site that proved to be a definite improvement
for members and clients who trade on the markets. In addition,
our DisnatDirect service, the number-one direct-access brokerage
firm in Canada, enjoyed notable growth in 2005. 

SATISFIED POLICYHOLDERS ARE
LOYAL POLICYHOLDERS

The clients of Desjardins General Insurance and of the other
Desjardins subsidiaries offering general insurance expressed
great satisfaction with the services they received. The satisfaction
rate of clients who filed an insurance claim on their home or
car in 2005 was 94%. And since satisfied clients are most often
loyal clients, the customer loyalty score of these subsidiaries
totalled 95% last year. 
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AccèsD: MORE THAN 
HALF A BILLION TRANSACTIONS

In 2005, transactions performed by our individual members
using AccèsD broke the half-billion mark. And, for the first
time, more transactions were performed on the Web than
by telephone. Today, more than 1.5 million people use
AccèsD services. 

Listed below are other impressive 2005 statistics about our
virtual network:

• desjardins.com was the most visited financial Web site
in Québec and the second most visited in Canada.

• Our members completed no fewer than 307 transactions
using our 2,802 automated teller machines. 

• Our 44,500 terminals stationed in merchant
establishments processed over 420 million transactions. 

We also prepared a brochure that explains the many security
measures we take as well as those that members themselves
can take to guarantee the security of their transactions. 

DISCRETIONARY PORTFOLIO
MANAGEMENT: MORE THAN $1 BILLION
OUTSTANDING

Desjardins Private Management services, particularly discretionary
portfolio management, enjoyed sharp growth in sales and
assets. In 2005, this high-end wealth management service
posted its first $1 billion in amounts outstanding. 

No less than 96% of the growth of this amount outstanding
in 2005 is attributable to the joint efforts of the caisse network
and Desjardins Private Management, a first-rate partner when
it comes time to provide members with a solution that integrates
financial, tax, and estate components for managing their
personal or family estate.

CRITICAL ILLNESS: ONE-OF-A-KIND
COVERAGE IN CANADA

Last year, the critical illness coverage of Desjardins Financial
Security (DFS), our life and health insurance subsidiary, became
the only one of its kind in Canada to protect against serious
complications arising from four infectious diseases: the West
Nile virus, Lyme disease, E. coli infection, and necrotizing
fasciitis (flesh-eating disease). By including these illnesses in
its critical illness insurance, DFS directly addresses the needs
of Canadians. In a national omnibus survey conducted by
IPSOS-REID, 64% of Canadians expressed concern about
infectious diseases.

CAPITAL RÉGIONAL ET COOPÉRATIF
DESJARDINS: UNCEASING POPULARITY 

The 2005 issue of Capital régional et coopératif Desjardins
(CRCD) shares was completed in record time. Only a few
short hours after going on sale, more than 60% of the
shares were sold; less than one week later, the authorized
limit of $100 million had been achieved. Following this
capital-raising campaign, Capital régional et coopératif
Desjardins’ capitalization increased to more than $573 million.
In addition, as at December 31, 2005, CRCD had more than
115,000 shareholders.
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THE PARTNER FOR
BUSINESSES AT EVERY
STAGE OF THEIR
DEVELOPMENT
NO LESS THAN 1,200 ACCOUNT MANAGERS IN

56 DESJARDINS BUSINESS CENTRES IN QUÉBEC

AND ONTARIO WORKED TO DEVELOP PRODUCTS

AND SERVICES AIMED AT FULFILLING THE NEEDS

OF BUSINESSES AT EVERY STAGE OF THEIR

DEVELOPMENT. TO CREATE COMPLETE OFFERINGS

TO ENTREPRENEURS, THEY CAN RELY ON THE

EXPERTISE AND KNOW-HOW OF THEIR COLLEAGUES

WORKING IN ALL OF DESJARDINS’ COMPONENTS.

BUSINESS TRANSFERS AND SALES:
DESJARDINS DOES IT ALL

This past year, we helped entrepreneurs become better
acquainted with the role we can play in transferring or selling a
business. Whether it is through traditional financing or a more
complex financial arrangement, we can help buyers to quickly
secure the funds they need to carry out their projects. 

For example, in 2005, all of Desjardins assisted in financing
the acquisition of CIF Metal (a foundry for aluminium and
zinc alloys located in Québec’s Amiante region) by four of its
employees. The transaction clearly illustrates the benefits that
are derived from cooperation between our Business Centres
and Desjardins Venture Capital, a subsidiary that offers
complementary services to entrepreneurs. 

A FORUM ON OUR SERVICE OFFERING
TO BUSINESSES

On September 22, 2005 in Montréal, under the theme of
Desjardins, your business partner, we held our first-ever forum
on the diversity of Desjardins services provided to businesses. 

Our employees and officers found it particularly enriching to
hear what some of our entrepreneur-members from Québec
and Ontario expected of us in terms of service.

ASSET CUSTODY: CUTTING-EDGE SERVICE

To meet the strictest international asset custody standards, and
thereby serve businesses more effectively, for several months
we have been using a technological system with capabilities
such as real-time transaction settlement on international
markets. This cutting-edge administrative and asset custody
system will help us to expand our presence among businesses
in Québec and in the other Canadian provinces.

SOME 28 MILLION TRANSACTIONS
ON AccèsD Affaires

This past year, more than 71,400 businesses performed some
28 million transactions using our virtual service, AccèsD Affaires.
AccèsD Affaires is our online cash management tool that
enables businesses and self-employed workers to complete
a variety of transactions (pay bills, manage payroll, transfer
funds, etc.).

COMMERCIAL AND MORTGAGE LOANS:
$450 MILLION TO BUSINESSES
AND INSTITUTIONS

Desjardins Asset Management, our subsidiary that grows and
manages assets primarily from the equity of certain Desjardins
components, granted a record $450 million in loans to
businesses and institutions.
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In addition, the number of projects (transactions, letters of
offer, risk analyses, etc.) completed in conjunction with the
caisse network and the Desjardins Business Centres doubled
in 2005 over the previous year and continue to increase.
Desjardins Asset Management also worked with the caisses
populaires of Ontario to cover the $200 million in loans needed
by the French-language school boards in this province.

FIRMLY SUPPORTING INNOVATIVE
BUSINESSES AND REGIONAL
DEVELOPMENT

In 2005, Desjardins Venture Capital (DVC), our venture capital
manager, took on new commitments totalling $158 million
in 163 businesses and cooperatives throughout Québec.

DVC manages the assets of the six Desjardins Regional
Investment Funds, of Capital régional et coopératif Desjardins
(CRCD), a public fund with capitalization projected to reach
$1.325 billion by 2011, and of Desjardins – Innovatech S.E.C. 

Created in July 2005, Desjardins – Innovatech S.E.C. is an
excellent example of partnership with the government of
Québec. It is a partnership that will ensure that Innovatech
Régions ressources continues its mission to serve innovative
businesses operating in the areas of life sciences, information
technology, and the industrial technologies of Québec’s
resource regions. The $30 million investment in this new
partnership has made CRCD the largest and most active
investor in Québec’s resource regions.

Furthermore, following the announcement made in March 2005
on the creation of the Regional Economic Intervention Fund
(FIER), in which CRCD plans on investing $25 million, DVC
also helped set up, in 2005, nine FIER-régions by investing
approximately $2.8 million.

TREASURY PRODUCTS FOR
MEDIUM-SIZED BUSINESSES

Through our financial agent on the international markets,
Caisse centrale Desjardins, we have set ourselves apart from
other institutions by providing SMEs with access to leading-edge
treasury products despite their modest transaction volumes.

With respect to foreign exchange products specifically, the
number of business members that have been benefiting from
our direct access service to foreign exchange traders and from
access to Priority foreign exchange services rose noticeably
in 2005, increasing by 18% and 42%, respectively.

Also in 2005, there were sharp increases in our international
products and services, such as fund transfers (48%) and letters
of credit and guarantee (50%). In addition, more than twice as
many clients than in 2004 used our ExportD factoring service.

Furthermore, Caisse centrale Desjardins, which is already
present in most bank syndicates of Québec businesses, enjoyed
a record year in 2005 in terms of financing to businesses.
Authorized credit amounted to $1.7 billion, up approximately
50% over 2004. 

FORGING CLOSER TIES WITH THE
BUSINESS CIRCLES OF MONTRÉAL’S
CULTURALLY DIVERSE COMMUNITIES

In 2005, several of our components worked together to help
Desjardins develop closer ties to the business circles of various
Montréal culturally diverse communities in an effort to
understand how to serve them better.

We helped create the Conseil des affaires Inde-Québec
(the India-Québec Business Council) and formed a financial
partnership with the Chambre de commerce Canada-Liban
(the Canada-Lebanon Chamber of Commerce). Furthermore,
we had the privilege of becoming better acquainted with
the business people of Montréal’s Chinese community.
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DESJARDINS SECURITIES:
EVER CLOSER TO BUSINESSES

In 2005, Desjardins Securities, our securities brokerage
subsidiary aimed at institutional and corporate clients, enjoyed
a substantial increase in income generated by its various
divisions – Debt Capital Market, Corporate Finance, Equity
Capital Market and Strategic Capital. These efforts helped
to strengthen the subsidiary’s presence among its clients
and markets.

SPECIAL ATTENTION TO
SMALL BUSINESSES

A preferred partner of small businesses and self-employed
workers, in 2005 we worked hard to improve our business
approach to better serve this client base.

As part of this initiative, we have been offering, since fall 2005,
Simplici D plans. These plans are the cornerstone of our
new approach to small businesses. They take factors such as
transaction volume and financing needs into account, and
they were designed to help such clients reduce their operating
expenses and facilitate their management activities.

REACHING OUR
OBJECTIVES AND
SUPPORTING THE
CANADIAN COOPERATIVE
MOVEMENT
FOR SEVERAL YEARS, DESJARDINS GROUP

HAS BEEN ESTABLISHED ACROSS CANADA,

AND IT PLANS TO SIGNIFICANTLY AUGMENT THIS

PRESENCE IN ALL PROVINCES OVER THE COMING

YEARS. OUR INTEREST IN THE CANADIAN MARKET

CERTAINLY STEMS FROM THE NEED TO ACHIEVE

BUSINESS OBJECTIVES, BUT IT IS ALSO TIED

TO OUR DESIRE TO STRENGTHEN THE POSITION

OF THE CANADIAN COOPERATIVE MOVEMENT

AS A WHOLE.

CAISSES OF THE FÉDÉRATION DES
CAISSES POPULAIRES DE L’ONTARIO
INVEST IN OUR SUBSIDIARIES

In the wake of their new partnership with Desjardins, caisses
of the Ontario network exercised their right to invest in our
subsidiaries. This significant investment contributes to caisse
results and strengthens ties between the Ontario caisses and
our subsidiaries.

FIFTEEN YEARS AND COUNTING:
OUR PARTNERSHIP WITH THE
NEW BRUNSWICK CAISSES

The Fédération des caisses populaires acadiennes, a network
with over $2 billion in assets, renewed its computing services
agreement with Desjardins in 2005. The caisses serve nearly
200,000 French-speaking members in New Brunswick.
The agreement provides access to Desjardins’ technological
infrastructure, services, and know-how.»
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SERVICE AGREEMENTS WITH THE
CAISSES POPULAIRES OF ONTARIO
AND CREDIT UNIONS

On April 2, 2005, Desjardins signed a five-year service
agreement with the Alliance des caisses populaires de
l’Ontario, a network of 13 French-language caisses serving
some 70,000 members in Northern Ontario and with total
assets of close to $800 million. Under this agreement, the
Alliance and its affiliated caisses benefit from access to
cutting-edge technological services and the same complete
line of financial products and services as those offered by
caisses in Québec and those affiliated with the Fédération
des caisses populaires de l’Ontario.

Several months later, Desjardins and CGI Group Inc., one of
the largest information technology firms in the world, entered
into a major partnership agreement. Under the agreement,
close to 140 Canadian credit unions can opt for Desjardins’
computing infrastructure and gain access to a wider range
of state-of-the-art IT banking solutions and competitive
financial products.

DESJARDINS CREDIT UNION REACHES
AN AGREEMENT WITH THE UNIVERSITY
OF WESTERN ONTARIO

In April 2005, Desjardins Credit Union (DCU), a financial
service cooperative with close to 30 points of service in
Ontario, and the Students’ Council of the University of Western
Ontario signed an agreement under which DCU could begin
offering a complete line of financial services to the university’s
25,000 students through a branch located on campus. 

DCU also continued efforts to expand its line of products
and services and opened a new branch in Mississauga and
a Business Centre in London.

SECURITIES AND INVESTMENTS:
BUSINESS GROWTH OUTSIDE QUÉBEC

In 2005, Desjardins Securities, our full-service brokerage
subsidiary, continued pursuing opportunities in consumer,
business, and institutional markets outside Québec.

With respect to the consumer client base, Desjardins Securities
has three full-service brokerage branches in Ontario (including
one in Toronto) and generates revenues that now represent
25% of our full-service brokerage revenues. As for DisnatDirect,
our discount brokerage branch, half of the accounts come
from outside Québec. 

CANADA’S LARGEST MUNICIPAL
GOVERNMENT CHOOSES DESJARDINS

In September 2005, the City of Toronto chose The Personal, our
general group insurance subsidiary, to provide automobile and
property insurance to its 36,000 employees and 15,000 retirees.
The Personal competed against the leading general group
insurance companies operating in Canada.

The Personal also signed or renewed twenty-some group
agreements in 2005, helping it to expand its potential
client base. 

LIFE AND HEALTH INSURANCE:
STRENGTHENING OUR PRESENCE

Active in the Canadian market for over a decade, Desjardins
Financial Security (DFS), our life and health insurance subsidiary,
expanded its business in the Canadian market in 2005.

No fewer than six new financial centres, targeting essentially
the individual insurance market, were opened in Ontario,
Alberta, and British Columbia. We also strengthened the group
retirement savings sales team by hiring specialized consultants
in Halifax and Vancouver. In 2005, our group insurance sales
outside Québec grew 28% over 2004.
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FINANCING AND TREASURY SERVICES:
STRONG GROWTH

Our Canadian corporate financing activities enjoyed renewed
growth in 2005. New authorized credits of $440 million in
provinces other than Québec represent one quarter of new
business in 2005 and a rise of more than 70% from 2004. 

In addition to our financing services, we offer our clients treasury
services. After establishing a dedicated business development
team in 2004, CCD continued to make inroads in the capital
markets with Canadian business and institutional investors.

MANY TYPES OF ASSISTANCE

Several of our products for individuals include telephone
assistance services. These services are offered by Sigma Assistel,
one of our subsidiaries.

Sigma Assistel acquired its expertise providing travel assistance
services in the mid-1980s and then gradually added other
types of services (legal assistance, home assistance, automobile
assistance, and health assistance). Last year, Sigma Assistel
introduced two new products with great potential: Desjardins
Roadside Assistance and Identity Theft Assistance.

Sigma Assistel’s business volume has grown at a rate of over
20% in each of the last two years. The subsidiary now offers
the most extensive line of telephone assistance services in the
country, serving 3.5 million Canadians.

GREATER VISIBILITY IN THE
CANADIAN MARKET

In 2005, we continued several sponsorship activities in order
to become better known throughout the country.

We continued to sponsor the Canadian Tennis Masters Series
in Toronto as well as Canadian university sports, including our
support for the Desjardins Vanier Cup, the national university
football championship. In the cultural arena, we maintained
our ties with the Toronto Symphony Orchestra, the Guelph Jazz
Festival, Cinéfest Sudbury, and Jeunesses Musicales of Canada.

For a second year, we sponsored the Becel Ride for Heart,
the largest cycling and rollerblading event in Canada, held in
Toronto, Calgary, and Edmonton in June 2005. We also actively
participated in the Mother Daughter Walk, held in about a
dozen Canadian cities. Both of these activities are organized
by the Heart and Stroke Foundation of Canada. 

AND IN THE
UNITED STATES...

In 2005, we made preparations for the opening of
a third branch of Desjardins Bank, one of our Florida
subsidiaries. The branch was launched in early 2006
and is located in Lauderhill, a city that is popular with
Canadians and where the business market shows excellent
potential. Desjardins Bank, established in Hallandale
Beach 12 years ago and in Pompano Beach four years
ago, has approximately US$150 million in assets and
some 6,000 clients. 

Desjardins Commercial Lending, our commercial lending
subsidiary, was very active in 2005. Its commitments to
Canadian companies expanding into the United States
have reached $100 million.
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RECOGNITION: 
AWARDS FOR OUR
QUEST FOR EXCELLENCE
AT DESJARDINS, WE LOVE WHAT WE DO, AND

EVERY DAY WE STRIVE TO DO IT THE BEST WAY

POSSIBLE. THIS QUEST FOR EXCELLENCE TARGETS,

FIRST AND FOREMOST, THE SATISFACTION OF OUR

MEMBERS AND CLIENTS. AS SUCH, IT HAS WON

US HONOURS AND BROUGHT US OTHER TYPES

OF REWARDS.

COMMUNICATION AND TRAINING:
EIGHT NORTH AMERICAN AWARDS

Desjardins Financial Security (DFS), our life and health insurance
subsidiary, won seven awards and honourable mentions in the
2005 Insurance & Financial Communicators Association (IFCA)
contest. The IFCA brings together some 650 representatives
from 125 North American life insurance and financial services
companies. Two projects won the Best of Show award in their
respective categories, two others brought home the Award of
Excellence, and honourable mentions were bestowed upon
three other projects.

In terms of staff training, DFS received a certificate of merit from
the Life Office Management Association (LOMA) for ranking
among the top 15 life and health insurers with the highest rate
of participation in LOMA exams. Founded in 1924, LOMA is an
international association that offers training and research services
designed to improve the service delivery of its 1,200 insurance
and financial services companies from over 80 countries.

TOP TWO WEB SITES IN QUÉBEC

In 2005, for the second year in a row, the Web sites for
Desjardins Group (www.desjardins.com) and Desjardins
Financial Security (www.desjardinsfinancialsecurity.com), our
life and health insurance subsidiary, took the top two spots
in the 25 best Québec sites for consumers according to the
Secor-Commerce index.

This index measures the value that Internet users derive from
using a promotional or transactional site. It also measures
the site’s more technical and user-friendly aspects.

AccèsD: ONE OF THE BEST CUSTOMER
CONTACT CENTRES IN THE WORLD

In February 2005, Desjardins’ AccèsD customer contact
centres received the prestigious COPC (Customer Operations
Performance Center) certification. At the time, only 52 customer
contact centres worldwide held this certification. Desjardins
is also the first financial institution in North America to be
COPC certified.

Founded in 1996, COPC is a consortium of international call
centre leaders. The COPC standard, which is based on over
200 performance indicators, recognizes excellence in customer
contact centres in matters of performance, service quality,
and client satisfaction, all while favouring cost reduction.

QUALITY: AN HONOURABLE
MENTION FOR A CAISSE

At its 2005 annual awards ceremony, the Mouvement
québécois de la qualité bestowed an honourable mention
on the Caisse Desjardins Dorval – Pointe-Claire for the quality
of its overall approach. In conducting its activities, this caisse
focused primarily on the mobilization of human resources,
the quality of member services, and performance.

The Mouvement québécois de la qualité is a not-for-profit
organization whose mission is to contribute to the growth
of its member organizations by making it easier to integrate
best management practices.
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CAUTION CONCERNING FORWARD-LOOKING STATEMENTS
This Annual Report may contain forward-looking statements concerning Desjardins
Group’s activities and strategies. These forward-looking statements are typically identified
by the words “believe,” “expect” and “may” and words and expressions of similar
import. By their very nature, such statements involve assumptions, uncertainties and
risks, both general and specific; it is therefore possible that these predictions of forecasts
made may not materialize because of a number of factors. Various significant factors
could influence the accuracy of the forward-looking statements mentioned in this
Annual Report, notably legislative or regulatory developments, changes in economic
environment, fluctuations in interest rates and foreign currencies, monetary and
tax policies, consumer spending, the demand for credit, individual savings patterns,
the unemployment rate, trade between Québec and the United States, technological
changes, the effects of increased competition in a market open to globalization,
the ability to design new products and services and bring them to market in a timely
fashion, the capacity to gather complete and accurate information from our clients and
their counterparties, legal or regulatory procedures, the ability to perform and integrate
strategic acquisitions and alliances, the effect of possible international conflicts, including
terrorism, or natural disasters, the capacity to recruit and maintain key managers and
Management’s ability to foresee and manage the risks stemming from the preceding
factors. It is important to note that the above-mentioned list of factors that could
potentially influence future results is not exhaustive. Desjardins Group does not
undertake to update any forward-looking statements, whether verbal or written,
that could be made from time to time by or on behalf of Desjardins Group.

The Management’s Discussion and Analysis is dated February 21, 2006. Management’s
Discussion and Analysis should be read alongside Desjardins Group’s Combined Financial
Statements. Additional information about Desjardins Group’s activities and its components
are available on the SEDAR Web site at www.sedar.com or on www.desjardins.com.
A glossary of financial terms can be found on pages 142 to 144 of this Annual Report.

GENERAL OVERVIEW OF »
DESJARDINS GROUP

This section presents a portrait of Desjardins. It describes the Group, its industry,
its main financial objectives, the presentation of financial information, financial
governance practices, strategy and highlights of 2005. It also provides analyses
of the Group’s financial results, a description of critical accounting policies
and an overview of business conditions.

REVIEW OF BUSINESS SEGMENTS »
This section discusses the business segments of Desjardins Group.
It describes each segment, its industries, its achievements for 2005, its
respective strategies and outlooks, and analyses of its financial results.

REVIEW OF THE COMBINED »
FINANCIAL STATEMENTS

This section provides an analysis of Desjardins Group’s combined results
and its combined financial position. Risk management is also addressed.
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GENERAL OVERVIEW
OF DESJARDINS GROUP
OVERVIEW
Desjardins Group is a financial cooperative that belongs to its
member-owners. It is the largest financial institution in Québec and
the sixth largest in Canada in terms of total assets. Desjardins Group
is also the largest private employer in Québec. Overall, the Group
has over 39,000 employees, 7,184 elected officers, 568 caisses,
921 service centres, and some 2,802 automated teller machines.

Desjardins serves 5.5 million members, both individuals and businesses,
and offers a complete line of financial products and services.

Due to its cooperative difference, the Group redistributes a large part
of its surplus earnings to members in the form of patronage allocations.

MISSION OF DESJARDINS GROUP
Contribute to improving the economic and social well-being
of people and communities within the compatible limits
of its field of activity:

• By developing an integrated cooperative network of sound
and profitable financial services, on an ongoing basis, which
is owned and administered by the members, as well as a
network of complementary financial organizations, all
performing well in their respective areas of activity and
controlled by the members.

• By teaching democracy, economics, solidarity and individual
and collective responsibility, especially to members, officers,
and employees.

Desjardins Group is composed of a network of caisses and Business
Centres in Québec and Ontario as well as subsidiaries, several of
which operate across the country. Desjardins is active in four business
segments: Personal and Commercial; Life and Health Insurance;
General Insurance; and Securities Brokerage, Asset Management,
Venture Capital and Other.

Regulation
Desjardins Group’s activities in Québec are governed by the Act respecting
financial services cooperatives. This constitutes a significant difference
from the Canadian banks, which have federal charters. Desjardins
complies with banking regulations, even if it is under no legal obligation
to do so because of its status as a cooperative. Desjardins also complies,
on a voluntary basis, with the regulatory requirements set out by the
Basel Committee on Banking Supervision of the Bank for International
Settlements (BIS). Desjardins Group also applies rigorous corporate
governance and financial governance practices, which are discussed
in detail on page 30 and in the “Corporate Governance” section
on pages 145 to 158.

How we are different
• The cooperative structure of Desjardins Group carries many

advantages. In addition to the redistribution of part of the Group’s
surplus earnings to members in the form of patronage allocations,
the structure offers several other advantages, such as improvements
to the economic and social conditions of its members and their
communities and the participation of members in decision-making
and results. These elements constitute the foundation of our
cooperative difference, and the caisses are its pillars.

• Desjardins Group is the largest integrated cooperative financial
group in Canada, with a solid structure and strong financial assets.

• Desjardins offers its members and clients a wide range of products
and services through a far-reaching and accessible distribution
network that exists physically and also operates virtually. 

• The Group is a well-known employer, with the largest number
of financial planners in Québec.

• For more than a century, the Group has been active in the Québec
economy; it holds significant market shares in savings and financing
activities and boasts an influential presence throughout all regions
of Québec.

• The Group has maintained excellent credit ratings from rating
agencies by maintaining a strong risk profile in its financial assets,
through its financial structure, and through the quality of its equity.

• The Group has a significant capacity for achieving synergies among
its caisses and subsidiaries. Synergies are optimized from one year
to the next.

• The opportunities that have resulted from the Act respecting the
distribution of financial products and services (Act 188), which
allows life and health insurance to be sold directly in caisses,
represent an asset for the Group.

• The Group pursues business development with young people aged
18 to 24, with the Desjardins Youth Focus program, which adapts
business practices to the specific realities of our youth and helps
them get ahead in life. 
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• The Group maintains a highly efficient technological platform to
support its distribution network.

• Desjardins has a very accessible decentralized network with a presence
across Québec and now in Ontario, bringing it close to members and
the community and ensuring structured and expanded governance
across the network.

Main financial objectives
Desjardins Group’s 2004 Annual Report set out the financial objectives
for the last year of the 2003-2005 Strategic Plan. The table below displays
these objectives along with results for the year ended December 31, 2005.
All of our financial objectives were attained and most were surpassed.

The results for 2005 confirm a successful conclusion to the 2003-2005
Strategic Plan. At 14.5%, the return on equity for 2005 fell within the
upper reaches of our target range. This very satisfying level enabled
us to increase reserves, comply with regulatory requirements for capital
adequacy, finance our development, and pay out significant amounts
to our owner-members in the form of patronage allocations.

Medium-term objectives (objectives for 2006-2008), were established
as part of our process for preparing and validating the Group’s strategic
and financial plan. The plan resulted from the creation of strategic
functions within the Group. This first-ever Desjardins-wide planning
exercise fostered more consultation and better integration of action
by all our entities, a reflection of the maturity of an organization that
seeks to maximize synergies between its components.

The caisse network and the Fédération des caisses Desjardins du Québec
are key players in the realization of Desjardins Group’s 2006-2008
Strategic Plan. Following the Group’s strategic orientations, they agreed
on orientations, objectives and strategies for each of our key markets.

The overall results for the three-year period clearly demonstrate
the success of the three-year plan started in 2003. On the strength
of recent achievements and a rich history, the Group moves forward
with confidence, guided by a new Strategic Plan for 2006-2008.

Attainment of Priority financial objectives 
Desjardins Group 2005 Financial objectives 2005 Results 2005 objectives for 2006-2008

Performance/profitability
- Return on equity - From 12% to 15% 14.50 % Yes 12% to 15%

- Surplus earnings after 
income taxes and before 
patronage allocations: 
earn more than $0.90 per 
$100 of average assets $ 0.97 Yes

- Operating expenses(1): limit 
increase to less than 10% 8.2 % Yes

Balance sheet quality
- Non-productive asset ratio — 0.39 % — Less than 1.0%

Capital 
- Tier 1 capital ratio — 14.01 % — Greater than or equal 

to 13.0%
- Total capital ratio — 14.05 % — Greater than or equal 

to 12.5%

Cooperative difference 
- Patronage allocations / surplus earnings - Approximately 35% of surplus 

earnings after income taxes 37.50 % Yes No more than 45%

(1) Excluding costs for claims, benefits, annuities and changes in insurance provisions.
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Market profile
The Canadian market for banking services is very concentrated: the
six large Canadian banks and Desjardins Group represent a very large
portion of the market. Competition is intense – and made even more
so due to the service offerings of foreign banks on Canadian soil and
by the presence of non-financial players in the industry and “monoline”
specialists who have significant competitive advantages, including
rigorous control over costs. The banking industry is characterized by
a relentless focus on productivity in the pursuit of substantial profits
and returns and shareholder satisfaction. The banks developed new
activities in 2005, particularly in the retail market, driving strong
income growth in this area.

The last several years have witnessed a clear and ongoing trend toward
tighter regulation of certified organizations with the goal of implementing
very rigorous governance procedures in the Canadian financial services
industry. Needless to say, investor confidence was deeply shaken by
financial scandals over the last few years, both in Canada and abroad.
This confidence continues to be severely tested by the recent scandals
in the Québec economy.

The Canadian banking market is still waiting for the federal government
to propose a regulatory framework for mergers in the banking industry.
There has been no action on the issue of banking mergers for several
years, and the government announced in 2005 that it would again
postpone introducing a policy, hoping to begin with the reform of the
federal banking laws. The release of a definitive policy could constitute
one of the final steps in a process that would lead to such mergers. In
1989 the government opposed a proposed merger of Canadian banks.

Until such time as a regulatory framework can be established, the
banks have sought growth abroad, where they have ventured into new
areas in order to establish new sources of income.

Market determinants and trends
The main market determinants and trends observed by Desjardins
Group’s management are:

• Growing international competition in the Canadian market;

• Ongoing consolidation in all industry segments;

• Accelerating technological change;

• An ever more demanding Canadian consumer;

• An imminent explosion in the demand for retirement-related services;

• Significant growth in the preferred clients segment;

• A generalized increase in debt levels;

• Competitors’ unending search for greater productivity and value
creation for shareholders;

• More complicated processes imposed under the regulatory power
of the Canadian Securities Administrators as well as regulatory
and standard-setting organizations in accounting.

Desjardins Group believes that it stands out from other financial
institutions by virtue of its cooperative difference and a service offering
that is complete, accessible, and adapted to the needs of each of its
clientele segments.

TABLE 1  DESJARDINS GROUP(1)

Selected data for the year ended December 31
(in millions of $ and as a %)

2005 2004 2003

Operating results
Total income $ 9,071 $ 8,464 $ 7,736 
Provisions for credit losses 96 94 75
Non-interest expenses 7,464 6,863 6,494

Surplus earnings after income taxes and before patronage allocations to members 1,089 1,072 834

Provision for patronage allocations to members 408 372 443

Key ratios 
Return on equity 14.50 % 15.80 % 13.70 %
Patronage allocations / surplus earnings 37.5 34.7 53.1
Tier 1 capital ratio – BIS(2) 14.01 13.58 12.97

Financial position as at December 31
Total assets $118,068 $106,442 $ 96,270
Loans 82,472 75,255 68,742
Deposits and subordinated debentures 84,802 78,576 73,373

(1) Excluding the caisses and federations in Manitoba and New Brunswick
(2) Bank for International Settlements
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Presentation of financial information
In the first quarter of 2005, Desjardins Group renamed its main
segments to better reflect the repositioning of certain activities that
was announced in 2004. As a result, the three Desjardins segments
of 2004 were organized into four segments in 2005. Commencing
in the first quarter of 2005, the presentation of segment information
followed this new organization: 

- Personal and Commercial
- Life and Health Insurance
- General Insurance
- Securities Brokerage, Asset Management, Venture Capital and Other

A detailed segment-by-segment analysis of activities is presented
on pages 40 to 63.

The Group’s management uses return on equity to assess overall
financial performance.

The Group’s Combined Financial Statements are prepared in accordance
with Canadian generally accepted accounting principles. All amounts
shown in the Management’s Discussion and Analysis are in Canadian
dollars, unless otherwise indicated.

Some figures from prior years have been restated to conform to
the presentation adopted for 2005.

No extraordinary or unusual items had an impact on results for 2003,
2004, or 2005. No business acquisitions were completed in these
years, with the exception of the acquisition in 2003 of all the common
shares of Northwest Asset Management Inc. and its subsidiary, Northwest
Mutual Funds Inc., which manages mutual fund investments. This
transaction was recorded using the purchase method.

The Combined Financial Statements for 2005 include the heading
“Discontinued operations,” described in Note 25. For 2005, “Discontinued
operations” refers to the disposal of a division in the Bahamas by the
life and health insurance subsidiary initiated in 2003. This 2005 transaction,
as well as operations discontinued in 2003, did not have significant
impacts on the Combined Financial Statements.

Transactions with related parties are discussed in Note 27 to the
Combined Financial Statements.

Structural changes
Significant progress was made in 2004 under the program to
implement the Desjardins Group strategic management structure.
The Group made significant efforts to strengthen cohesive forces
and make its service offering to caisses through the Fédération des
caisses Desjardins du Québec more effective. These efforts included the
deployment of six strategic functions at the Group and the integration
of former Desjardins Financial Corporation and Desjardins Trust
activities into the Fédération.

Other changes were made to the organizational structure in 2005,
including changes to the Risk Management function. In June 2005,
the Fédération’s Executive Committee decided to redesign the risk
management structure across the Group and the Fédération and
make changes to the Integrated Risk Management and Basel Accord
program. The goals were to sharpen the Group’s competitive edge,
ensure its longevity, and comply with regulatory requirements. These
measures are part of the Fédération’s implementation of successful
integrated risk management practices and its pursuit of improved
operational efficiency. The established risk management approach
favours the accountability of the entities and the integration of risk
factors in key processes of the organization, especially strategic planning.

In 2005, the Strategic Planning and Canadian Business Development
function actively provided comprehensive strategic management of
Canadian business development activities in all the Group’s components.
To realize the full potential of Canadian business opportunities, it was
agreed that this function should exercise more leadership by creating a
business unit and should acquire the means to finalize the partnership
we have been seeking with credit unions. With this in mind, the
Group is now counting on Fédération units and subsidiaries to make
the offering, solutions and services operational by drawing on their
respective areas of expertise.

Finally, as part of the Group’s 2006-2008 Strategic Plan, the Financial
Executive Division strategic function developed a financial vision,
objectives and orientations based on a comprehensive review of the
Group’s capital management. As for the Group’s Treasury strategic
function, Caisse centrale Desjardins has inherited the team responsible
for the deposit fund and network matching in order to integrate
and optimize all its activities and ensure comprehensive and rigorous
management of matching activities.

All these changes followed the implementation of an extensive
action plan that was initiated in 2004. The plan includes reinforcing
the Group’s strategic management structure, intensifying business
development activities, and optimizing the use of financial resources.
Note 26 to the Combined Financial Statements discusses the
reorganization. The action plan is made complete by a wide-ranging
program that will identify and capitalize on financial and operational
synergies throughout the Group. The resulting initiatives and projects
were developed on the basis of a comprehensive vision of the Group
and led to the optimization of certain operational functions and
the use of various tools for managing the balance sheet. The synergies
program began in 2005 and should generate additional surplus
earnings before income taxes of $100 million by the end of 2006,
cash flows that will be recurrent for years to come. All indicators
suggest that the planned objectives will be attained and even
surpassed within the projected timeline.
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Financial governance
Desjardins Group is not a reporting issuer or a venture issuer under the
Keeping the Promise of a Strong Economy Act, 2002. However, since
January 2004 and in the interests of following changes in financial
governance rules and practices, the Group has implemented practices
that are comparable to those found in the market and those defined in
regulations issued by the Canadian Securities Administrators. These
regulations cover certification of disclosure in interim and annual
filings, the use of audit committees and continuous disclosure
obligations.

In 2004, Desjardins Group implemented a rigorous financial governance
process. It involved a review of quarterly financial reports by external
auditors, the application of provisions concerning continuous disclosure
obligations, documentation of the financial statement closure process,
and a periodic process for internal certification and sub-certification
of the information presented in interim and annual filings. In 2005,
Desjardins Group also implemented a reporting mechanism that
officers and employees could use for violations of financial information
regulatory frameworks or violations of ethics and professional conduct.
A financial disclosure policy was also developed and will come into
effect in 2006.

All information collected as part of the financial governance process is
reviewed on a quarterly and annual basis by members of the Desjardins
Group Disclosure Committee and by members of the Audit and
Inspection Commission. The Commission plays a lead oversight role
and reviews the appropriateness of controls and procedures used
in financial reporting.

The financial reporting controls and procedures described above
strengthen the process for communicating information and underscore
the importance of communicating this information. These controls
and procedures also provide information and reasonable assurance
to Desjardins Group’s Chief Executive Officer and Chief Financial Officer
so that they can determine if significant information about Desjardins
Group and its components is communicated in a timely manner and
so that they can provide the public and the Group’s members with
complete and reliable information.

Corporate governance is also dealt with in the “Corporate Governance”
section of this report on pages 145 to 158.

Factors likely to influence future results
Many factors, several of which are beyond our control, could arise and
have a material impact on our financial results and consequently cause
Desjardins Group’s actual results to differ from those expected. It is
therefore important to specify that the uncertain nature of these factors
could result in the predictions made by these forward-looking statements
not to materialize. This is explained in “Caution on forward-looking
statements,” on page 25.

Certain factors are economic in nature or subject to regulation.
These include interest rates, the inflation rate, foreign exchange rates,
stock indexes, monetary and tax policies, consumer spending, the
demand for credit, personal savings patterns, the unemployment rate,
commercial exchanges between Québec and the United States and
changes to laws and regulations.

Risk factors also come into play, including credit risk, liquidity risk,
market risk, operational risk and insurance risk. These factors are
discussed in the “Risk Management” section on pages 86 to 90.
Desjardins Group has implemented strategies to manage these risks.

The above list of factors likely to influence future results is
not exhaustive.

Strategy

VISION OF DESJARDINS GROUP
Desjardins is an integrated cooperative financial group that
is solidly rooted in the community. Desjardins aims to be
the leading financial institution, for satisfying the needs of
its members and clients, for profitable business development
through its accessible, efficient and comprehensive service
offering, and for its contribution to the development of the
Canadian financial cooperative movement. 

Desjardins Group has adopted a series of strategies and strategic
orientations for 2006-2008. The commitment of officers, managers
and employees to these strategies and their efforts concentrated
on strategic orientations to give shape to the Group’s vision, ensure
its longevity, help it realize its full potential, and make Desjardins
an even more stimulating, distinctive and successful organization. 
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Desjardins Group aims to:

• realize and emphasize its cooperative difference;

• rank first in service quality;

• become the top manager of consumer financial wealth;

• become a leader in services to businesses, particularly SMEs;

• develop all its markets to their full potential, particularly
in the Greater Montréal area and across Canada; and

• generate sufficient and reliable financial performance based
on profitable business development and sustained improvement
of productivity.

Following several years of very encouraging financial performance
and in the interests of continuous improvement, in 2005 all Desjardins
components collaborated on the development of a strategic financial
plan for 2006-2008 that aims to make the most of synergies among
all Desjardins entities. The Fédération des caisses Desjardins du Québec
is leading this effort on behalf of the Group.

2005 Highlights 

LEADING WEALTH MANAGER FOR CONSUMERS 

Desjardins aims to become Québec’s leading wealth management
institution for consumers by making the most of synergies between
the caisses and subsidiaries.

The project is growing. For example:

• Desjardins Funds: The Desjardins caisse network recorded $1.2 billion
in net sales since the beginning of the year. This is a clear sign that
this product responds to a real need among members.

• Appreciable growth was registered in 2005 in our share of the Québec
wealth management market, with increases of:
- 0.5% in on-balance sheet personal savings (42.9%);
- 0.8% in investment funds (8.8%);
- 0.5% in securities brokerage (11.3%);
- 0.5% in corporate venture capital funds (8.1%).

• There was a significant increase in indexed savings; outstanding
savings under management stood at $7.6 billion at the end
of 2005. This represents $644 million or 9.2% more than 2004
and confirms the Group’s dominance of the Canadian market
for non-traditional investments.

• Discretionary Portfolio Management outstandings grew
to $1.1 billion as at December 31, 2005, up 36%.

FINANCIAL AND OPERATIONAL SYNERGIES

Following an extensive review of methodologies and lessons learned,
work teams from all components worked throughout 2005 to
launch the financial and operational synergies identified following
our implementation of the Group’s strategic management structure.
The work consisted of 30 projects that basically required the pooling
of our strengths and tools, sharing best practices, and optimizing
the management of various balance sheet components. The ideas
generated targeted revenue growth and cost-cutting and, in more
concrete terms, will mean a reduction in the cost of funds and
operating expenses, an improved return on different asset types and
additional revenues from certain business units. Very positive results
were obtained in 2005, and all indications suggest that we will attain,
or even surpass, our initial objective of generating at least $100 million
in additional surplus earnings before income taxes by the end of 2006,
if not before. 

E-COMMERCE AND NETWORK ACCESSIBILITY

Desjardins has set a goal of becoming the industry leader in electronic
commerce solutions. A good example from 2005 is the strategic alliance
forged in June with the CGI Group, one of the largest information
technology service companies in the world. The alliance should enable
us to offer Canadian credit unions the kind of technological solutions
and financial products and services that will give the Canadian
cooperative movement a wider range of options.

The Group’s network is currently the most accessible in Québec,
and it is becoming increasingly more accessible across Canada,
particularly in Ontario. 

Desjardins has decided to proceed with a progressive implementation
of smart card technology for debit and credit cards. 

The Group’s financial site, www.desjardins.com, is the most
frequently visited financial site in Québec and the second most visited
site in Canada.

In 2005, Desjardins achieved a significant milestone: half a billion
electronic financial transactions were conducted on its AccèsD Internet
and Telephone (1 800 CAISSES) services. In 2005, the number of
Internet transactions completed by individual members exceeded
the number of transactions at automated teller machines for the
first time.
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ENTERPRISE LINE OF BUSINESS 

Desjardins aims to increase its market share in the enterprise line
of business from 23% in 2003 to 25% by the end of 2006. Our
market share has been growing since the end of 1999, and as at
December 31, 2005 it stood at 24.6%, tangible proof of our business
development efforts. In the last three years, average annual growth
in commitments over $1 million has exceeded 18%, evidence of
the growth in business conducted with larger companies and in line
with our objectives.

Over the last few years, Desjardins has stepped up efforts to optimize
its service offering to businesses. No fewer than 1,200 account
managers are now working in 60 Business Centres and ready to
assist entrepreneurs in carrying out their projects.

EXPANSION ACROSS CANADA

In 2005, Desjardins continued its efforts to develop business across
Canada. Our medium-term objective, to have 25% of our sales in
provinces other than Québec, stems not only from the need to meet
our business objectives, but also from the motivation to strengthen
the Canadian cooperative sector as a whole.

In our cooperative activities and in our subsidiaries, the Group’s interest
in growing its presence outside Québec has been keenly felt and has
taken the form of a coordinated and integrated strategy across all
Group components. Three major thrusts have been identified for
development efforts: organic growth, partnerships with credit unions,
and acquisitions by subsidiaries. In our cooperative activities, efforts at
organic growth have been focused on the Fédération des caisses
populaires de l’Ontario, Desjardins Credit Union, Desjardins Card
Services, and e-commerce solutions. Among our subsidiaries, efforts
have been focused on insurance, Northwest Funds, Desjardins
Securities, and Caisse centrale Desjardins.

A good illustration of the Group’s development strategy outside Québec
is the five-year service agreement reached with the Alliance des caisses
populaires de l’Ontario in April, under which Desjardins will offer
technical services to 13 Alliance caisses as well as a complete line
of financial products and services such as those enjoyed by Québec
caisses and the Fédération des caisses populaires de l’Ontario. This
agreement is quickly moving ahead since, as early as March 2006
(less than one year after the agreement was signed), the Desjardins
technological platform will be installed in the first Alliance caisse,
and 12 more will be converted in the following three months.
This type of partnership represents a potential distribution channel
for our products and services.

ANALYSIS OF THE
FINANCIAL RESULTS
OF DESJARDINS GROUP
SOLID FINANCIAL PERFORMANCE
OF DESJARDINS GROUP

2005 Fourth quarter results
For the fourth quarter of 2005, Desjardins Group announced
combined surplus earnings before patronage allocations to members of
$254 million, up $48 million or 23.3% compared to the corresponding
period of 2004. Return on equity, or surplus earnings before patronage
allocations to members over average equity, was 12.9% as compared
to 11.5% one year earlier. Profitability in the Personal and Commercial
segment jumped $48 million or 34% in the last quarter of 2005
stemming from growth in all its business volumes. The Life and Health
Insurance and General Insurance segments maintained their profitability
levels through the fourth quarter of 2005 as compared to the same
quarter of 2004.

Total income at the end of the fourth quarter of 2005 was $2,305 million,
up $154 million or 7.2% as compared to the corresponding quarter
of 2004. Net financial income, or the net interest margin, stood at
$798 million, up $87 million or 12.2% from 2004. Other income came
to $1,507 million, for an increase of $67 million or 4.7% from last
year. This resulted in part from an $80 million or 10% increase in net
premium income from insurance subsidiaries, stemming from business
growth, a $14 million increase in income from brokerage services
and investment and trust activities, as well as $10 million growth
in commissions on loans and credit cards. 

The provisions for credit losses expense came to $19 million, down
$3 million from the amount posted for the corresponding quarter
of 2004.

Non-interest expenses for the fourth quarter of 2005 came to
$1,948 million, as compared to $1,825 million in 2004. Approximately
44% of this increase was due to expenses related to claims, benefits,
annuities and changes in insurance provisions, which grew $54 million
or 7% as a result of business growth in insurance subsidiaries.
Salaries and fringe benefits grew $14 million or 2.6%. The increase
in non-interest expenses is partly attributable to higher professional
fees incurred for partnership agreements with suppliers and the
addition of the non-interest expenses of Desjardins Credit Union
resulting from the integration of this entity as of January 1, 2005.

A summary of results for the last eight quarters is presented on
pages 137 and 138 of this report.
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2005 Results
Desjardins Group posted surplus earnings before patronage allocations
to members of $1,089 million for 2005, up $17 million or 1.6%
from 2004. This represents excellent financial performance that surpasses
the expectations set at the beginning of the year. Generating surplus
earnings in excess of $1 billion for two years straight is a rare
achievement for a cooperative financial group.

Results for 2005 were boosted by an $8 million increase in surplus
earnings in the Personal and Commercial segment, to $791 million
compared to the previous year. Sustained growth in business volumes,
particularly in financing activities and sales of investment funds, was
a significant part of this improved profitability. However, the rapid
growth in business volumes also brought an increase in operating
expenses that cut into the increase in surplus earnings before
patronage allocations. 

In life and health insurance, Desjardins Financial Security recorded solid
growth, with record net earnings of $160 million in 2005, up 22.7%
over 2004. Each of the company’s business segments contributed
to profitability in 2005.

Desjardins General Insurance Group recorded net income of $125 million,
similar to the previous year. It was the second consecutive year that
the company’s net income exceeded $100 million. Return on equity
was 24.7%, as compared to 29.7% for 2004. All operations outside
Québec posted good results again this year. 

Profitability at Desjardins Securities was affected by significant human
resources expenditures needed to support growth as well as expenses
aimed at developing client bases. At the end of 2005, Desjardins
Securities posted a net loss of $11.1 million, compared to a minor
net loss of $0.1 million in 2004.

Finally, Desjardins Venture Capital posted net earnings of $4 million
in 2005, which is below the $8 million in net earnings recorded
for 2004. This result stems from a reduction in the investment portfolio. 

Desjardins Group recorded a $408 million provision for patronage
allocations to caisse owner-members in 2005, up $36 million or 9.7%
as compared to $372 million recorded in 2004. The full meaning of the
Group’s cooperative difference becomes clear when one realizes that
the Group has returned $2 billion to owner-members over the last
five years. This distribution represents 45% of surplus earnings after
income taxes for the period. In 2005, $58 million was returned to the
community in the form of sponsorships, gifts and bursaries, $6 million
more than in 2004.

Return on equity was 14.5% in 2005,
as against 15.8% a year earlier. This
performance approached the upper
echelon of Desjardins Group’s target
range of 12% to 15%, which was set
to ensure growth in Group activities
and business development.
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Desjardins is one of the best capitalized
financial institutions in Canada. The quality
of its capital, of which 79.3% was in
reserves as at December 31, 2005 (the
same level as a year earlier), contributes
to a Tier 1 capital ratio of 14.01%,
one of the best in the industry. In 2005
the Group continued its work on
conforming to the Basel II Accord.
Once complete, this work will closely
link the Group’s capital requirements
to its real risks. 

During the year ended December 31, 2005,
Desjardins Group securitized some of
its assets. This new approach enables
the Group to diversify and reinforce
its sources of capital. Caisse centrale
Desjardins securitized $125 million in
mortgage loans from the caisse network

in order to maintain the high level of liquidity required by the Group’s
financial operations.

Desjardins Group’s total income was $9,071 million, representing
a $607 million or 7.2% jump from the amount posted a year earlier.
Net interest income was $3,044 million, a $158 million or 5.5% increase
that can be traced to sustained growth in the caisses’ financing activities.
This result was nevertheless marked by a drop of 9 basis points in the
net interest spread, which fell from 3.29% in 2004 to 3.20% in 2005

under competitive pressures in an
environment characterized by persistently
low interest rates. 

Other income was up $449 million or 8%
from a year earlier, to $6,027 million.
A large part of this increase, $284 million,
came from insurance premiums and
annuities, reflecting business growth
among the insurance subsidiaries,
particularly, life and health insurance.

The growth of other income is also partly attributable to income from
brokerage services, investment funds and trust activities, which grew
$59 million or 17.2%, mainly because of growth in investment funds
outstanding. Lending fees and credit card service revenues, which grew
$34 million or 14.8% thanks to growth in business volumes at VISA
Desjardins, also played a role in this increase. 

The provisions for credit losses expense was $96 million in 2005,
a figure comparable to 2004. Desjardins Group has a loan portfolio
of excellent quality. This expense represents 0.12% of the average
gross loan portfolio, compared to 0.13% in 2004.

Non-interest expenses came to $7,464 million, up $601 million or
8.8% from 2004. Close to half of this increase was due to expenses
related to claims, benefits, annuities and changes in insurance provisions,
a direct result of growth in insurance business. The increase in salaries
and fringe benefits came mostly from the annual indexation of salaries
and the hiring required to support significant business volume growth,
particularly in financing activities. Other factors that contributed to
the increase in non-interest expenses included the cost of fees related
to partnership agreements involving the management of IT operations
(expenses resulting from the large increase in financial transactions
by members and clients) and the addition of the non-interest expenses
of Desjardins Credit Union since the beginning of 2005.

The Group’s total assets as at December 31, 2005 came to $118.1 billion,
up $11.6 billion or 10.9% from a year earlier, of which $1.5 billion was
attributable to Desjardins Credit Union activities being integrated into
Desjardins Group financial statements since the first quarter of 2005.
This growth was due to strong business volume growth, particularly
in residential financing despite a slowdown in this market in Québec
and Ontario, particularly in new construction. 

As at December 31, 2005, all assets under Desjardins Group’s control
as trustee or administrator stood at $214.3 billion, up $10.5 billion
or 5.2% from the end of 2004, aided by the performance of stock
markets in 2005. Assets under management came to $13.2 billion
at the end of 2005, as compared to $10.4 billion one year earlier.
This represents an increase of $2.8 billion, or 27.1%.
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Contribution to surplus earnings by segment
The following paragraphs provide a brief description of financial
performance in each of the four business segments. Detailed financial
analyses are presented in subsequent sections. 

The Personal and Commercial segment, formerly called Financial
Intermediation, ended 2005 with surplus earnings before patronage
allocations to members of $791 million, an increase of $8 million
for the year. This segment contributed 72.6% of Desjardins Group’s
combined results for 2005, comparable to the previous year. This
improved profitability is explained in part by significant growth in
business volumes, particularly financing activities, which jumped 9.1%
or $6.7 billion in the last 12 months. This performance was largely
offset by a lower interest spread, which fell from 3.29% to 3.20%,
mainly due to the effect of weak interest rates and a highly
competitive market.

The Life and Health Insurance segment contributed 14% of Desjardins
Group’s combined results for 2005; this represents a significant
increase over the 11.9% contribution recorded for 2004. Desjardins
Financial Security posted record net earnings of $160 million for 2005,
up 22.7% from 2004. Desjardins Financial Security’s share of earnings
intended for the caisses was $152 million, an increase of $24 million
or 19% over 2004. At 24.9%, its return on equity remains one of
the best in the financial services industry. Revenue from insurance
premiums and annuities grew 10.1% over the year, to $2.3 billion.
Some non-recurring items, such as the sale of the Imperial Life division
in the Bahamas and the resolution of several major unproductive
mortgage loan files, had a positive impact on results for 2005.

The General Insurance segment, which covers the activities of Desjardins
General Insurance Group, contributed 11.5% to Desjardins Group’s
combined results for 2005, a contribution similar to 2004. This subsidiary
recorded net earnings of $125 million in 2005, compared to $127 million
in 2004, and its return on equity was 24.7% compared to 29.7% one
year earlier. All business units across Canada posted good results again
this year; claims remained low in automobile insurance while significant
damage caused by heavy rains drove up the housing claims experience.
Income from premiums grew 2.6% from 2004 in a market affected
by falling auto insurance rates. The number of in-force policies grew
by 37,000 (2.6%) from 2004, and investment income grew 14% due
to good performance in stock and bond markets. 

The Securities Brokerage, Asset Management, Venture Capital and
Other segment posted net earnings of $21 million for 2005, as compared
to $34 million for 2004. Subsidiaries in the venture capital segment
produced net earnings of $4 million, down from the $8 million reported
a year earlier. This was due to a reduction in the investment portfolio,
which fell from $136 million as at December 31, 2004 to $82 million
as at December 31, 2005. Asset management activities, for their
part, posted a contribution of $21 million for 2005, as compared
to $20 million for 2004. The increase in indexed savings products
outstanding contributed again to growth in assets under management.
Profitability at the Desjardins Securities subsidiary was affected
by significant expenditures on human resources required by growth
and by customer development expenses. This subsidiary posted
an $11.1 million net loss for 2005, following a slight net loss of
$0.1 million for 2004.

CRITICAL ACCOUNTING
POLICIES AND ESTIMATES
A description of the accounting policies used by Desjardins Group is
essential to understanding and interpreting the information presented
in the Combined Financial Statements as at December 31, 2005.
The significant accounting policies are described in Note 1 (page 99
and page 100) and also in the related note to the Combined Financial
Statements to enable the reader to understand these policies. Some
of these policies are of particular importance to Desjardins Group’s
financial position and operating results since they require Management
to make assumptions and estimates that may involve uncertainties.
The following paragraphs summarize these accounting policies.

Cumulative provision for credit losses
The cumulative provision for credit losses reflects Management’s
best estimate of potential credit losses related to a portfolio of both
on- and off-balance sheet items and its assessment of economic
conditions. The cumulative provision for credit losses is made up of
specific provisions and the general provision. For the loan portfolio,
credit risk is assessed regularly, and specific provisions are determined
on a loan-by-loan basis for all loans considered impaired. In addition,
a general provision is recognized to reflect Management’s best estimate
of probable losses related to the portion of the loan portfolio not
classified as impaired. The general provision is determined by using
a statistical model based on changes in losses by loan category.
Moreover, an additional amount is considered in order to reflect
the impact of economic and other factors.
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Certain factors may influence Management’s assumptions and estimates
concerning the cumulative provision for credit losses, including the
inherent risk of the loan portfolio, the amount and date of forecasted
payments, forecasted loss rates, and the economic position. Any
significant changes in these factors may modify the amount currently
recorded for the cumulative provision for credit losses.

A detailed analysis of the methods that Desjardins Group uses to
manage risk is provided on page 87 of the Management’s Discussion
and Analysis.

Financial instruments at fair value
Desjardins Group recognizes trading portfolio securities and derivative
financial instruments at fair value in the Combined Balance Sheets,
and the resulting gains and losses are accounted for as explained
in Note 19 to the Combined Financial Statements. 

The fair values of financial instruments are determined on the basis
of quoted market prices. When market prices are unavailable, the
Group determines fair value by using either the market price of similar
financial instruments or by discounting the cash flows, at market
interest rates, which are applied to the forecasted amounts until the
maturity date. Differences between assumptions made and the actual
results may result in different fair values and financial results.

Regarding over-the-counter derivative instruments, the Group measures
fair value using pricing models that combine current market prices and
the contractual prices of the underlying instruments, the time value of
money, and yield curves. The methods, models, and assumptions used
to set prices and to assess derivative instruments are subjective and
may result in different fair values and financial results.

Actuarial and related liabilities 
The process of assessing actuarial and related liabilities requires the use
of many estimates that have on impact on Desjardins Group’s combined
financial results. Management must make assumptions with respect
to mortality and morbidity, policy lapse rates, projected income from
future investments, and operating expense forecasts.

The process of determining actuarial liabilities necessarily involves risks
of adverse deviation from best estimates that vary in relation to the
length of the estimation period and the potential volatility of each
component. Due to these uncertainties, best estimate assumptions
are adjusted by margins for adverse deviation, which increase actuarial
liabilities and reduce the amount of gross income that would otherwise
be recognized at inception of the policies.

The valuation of actuarial liabilities is reviewed annually by actuaries
who assess the evolution of the assumptions made by the Canadian
Institute of Actuaries.

Securitization
Desjardins Group has implemented a Mortgage-Backed Securities
Program under the National Housing Act. Under this program, through
Caisse centrale Desjardins, the Group converts mortgage loans into
mortgage-backed securities (“NHA MBSs”) that are sold to the Canada
Housing Trust. This trust issues Canadian mortgage-backed bonds for
purposes of acquiring NHA MBSs.

These securitization operations are recorded as sales since the Group
surrenders control of the assets sold and receives a consideration other
than the beneficial interests in these assets. The transferred mortgage
loans are then derecognized.

Determining the initial gain depends on the measurement of certain
retained interests. Since the market prices of retained interests are
not available, fair value is determined based on the assumptions and
estimates based on the discounted value of estimated cash flows.
The key assumptions used to estimate this value are the prepayment
rate, the discount rate, and excess interest spread. Since all mortgage
loans are secured, we have not made a provision for credit losses
as part of our assumptions. Any changes to these assumptions and
estimates could however have an impact on recorded gains. Therefore,
an analysis of the sensitivity of the fair value of retained interests with
respect to immediate unfavourable changes from 10% to 20% in
key assumptions did not have a significant impact and is presented
in Note 5 to the Combined Financial Statements. Moreover, the
value of retained interests that must be revaluated periodically,
the determination of fair value methods, as well as the assumptions
used could all have an impact on recorded amounts. 

Note 5 to the Combined Financial Statements, as well as the section
on off-balance sheet items in this Management’s Discussion and
Analysis, provide more detailed information on these operations.

Employee future benefit plans
The Group offers its employees defined benefit statutory pension
plans as well as supplemental arrangements, which provide pension
benefits in excess of statutory limits. Benefits are calculated based
on the number of years of participation in the plan and take into
consideration the average salary for the employee’s five most
highly-paid years. Since the procedures of the Plan are such that
the future changes in salary levels will have an impact on the amount
of future benefits, the cost of benefits is determined through actuarial
calculations using the projected benefit method pro rated on years
of service and Management’s best estimate assumptions concerning
the expected return on plan investments, salary increases, and the
retirement age of employees. Calculation of the expected return on
plan assets is based on the value of pension fund assets measured at
market-related values. The method used to calculate the market-related
value for all the asset categories consists of amortizing the difference
between the long-term return objective of the plan investment policy
and the return of the pension fund over a five-year period.
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Goodwill and intangible assets
Intangible assets with an indefinite useful life as well as goodwill items
disclosed in Desjardins Group’s Combined Balance Sheets are not
amortized but are subject to an impairment test at least once a year.
This test involves comparing the fair values and book values of goodwill
for each operating unit. Fair values are determined by using discounted
cash flows or net realizable values, whichever is appropriate. These
methods require management to make assumptions that may affect
the fair value of the financial results.

Income taxes on surplus earnings
The process of calculating income taxes on surplus earnings is based
on the anticipated tax treatment of transactions recorded in the
Combined Income Statements and in the Combined Statements of
Changes in Equity. To determine the current and future portions of this
item, assumptions must be made concerning the tax laws governing
Desjardins Group in addition to the dates on which asset and liability
entries related to future taxes will be reversed. If Desjardins Group’s
interpretation differs from that of the tax authorities or if the reversal
dates do not correspond with the forecasted dates, the provision for
income taxes may increase or decrease in subsequent years.

CHANGES IN ACCOUNTING POLICIES

New accounting standards adopted in 2005

Consolidation of variable interest entities 
On January 1, 2005, Desjardins Group adopted the CICA Handbook
Accounting Guideline entitled “Consolidation of Variable Interest
Entities” (AcG-15). A variable interest entity (VIE) refers to an entity
in which the equity investment is not sufficient to permit the entity to
finance its activities without additional subordinated financial support
from a third party, or an entity in which equity holders as a group do
not have the power to make decisions or are not obliged to absorb the
expected losses or the right to receive expected residual returns. Under
this Guideline, a variable interest entity (VIE) must be consolidated
by its primary beneficiary, that is, the entity that assumes the majority
of the expected losses and/or the possibility of receiving the principal
residual returns. The application of AcG-15 resulted in the following
entities being consolidated into the Personal and Commercial segment:
Desjardins Credit Union Inc. (a cooperative) and Centaur Trust (a trust
in the General Insurance segment) in which Desjardins Group holds
a significant investment. The result of applying this new Guideline on
January 1, 2005 resulted in a $1,330 million increase in “Securities,”
a $347 million increase in “Loans,” a $191 million increase in
“Other Assets,” a $1,496 million increase in “Deposits,” a $363 million
increase in “Borrowings” and a $28 million increase in “Other liabilities,”
as well as a $19 million decrease in “Reserves.” The Combined
Financial Statements of previous years have not been restated as part
of the provisions outlined in AcG-15. Desjardins Group continues to
closely monitor developments that may have an impact on the current
interpretation of AcG-15.

Future accounting changes 

Consolidation of variable interest entities – 
new requirements to be brought into effect 
On January 1, 2006, the Group will adopt the new requirements
of Accounting Guideline No. 18 “Investment Companies” (AcG-18)
issued by the CICA in 2004, which must apply for fiscal years beginning
on or after July 1, 2005. Under this Guideline, investment companies
that are the primary beneficiaries of a variable interest entity (VIE),
which itself is also an investment company, must consolidate this
variable interest entity. Until now, such an investment was recorded
at fair value. 

In addition, in 2005, the CICA’s Emerging Issues Committee issued
Abstract No. 157, “Implicit Variable Interests Under AcG-15” (EIC-157).
This EIC clarifies that implicit variable interests are implied financial
interests in a VIE that change with changes in the fair value of the
entity’s net assets exclusive of variable interests. An implicit variable
interest is similar to an explicit variable interest except that it involves
absorbing and/or receiving variability indirectly from the entity. The
identification of an implicit variable interest is a matter of judgment
that depends on the relevant facts and circumstances. EIC-157
is effective as of January 1, 2006.

Consequently, the Group had to consolidate, as at January 1, 2006,
limited partnerships that are VIEs in which investment companies,
subsidiaries of the Fédération, had implicit variable interests. On
January 1, 2006, the impact of the consolidation of these VIEs will
be an increase of $6 billion in both assets and liabilities.

Financial instruments 
In January 2005, the Canadian Institute of Chartered Accountants
published new accounting standards (“Financial Instruments –
Recognition and Measurement” (Section 3855), “Hedges” (Section 3865),
and “Comprehensive Income” (Section 1530)) that will apply to
Desjardins Group effective January 1, 2007. The main guidelines for
recognizing and measuring financial instruments and for applying
hedge accounting are described subsequently. The impact of these
accounting standards on the Group’s Combined Financial Statements
cannot be determined because the impact will depend on the
prevailing positions and on the fair values at the time of transition
as well as on Desjardins Group’s hedging strategies.
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Financial instruments – recognition and measurement 
Financial assets will have to be classified in one of the following
four categories: 1) held for trading, 2) available for sale, 3) held to
maturity, and 4) loans and receivables. Financial liabilities will have
to be classified as “held for trading” or “other.” Financial assets and
liabilities held for trading as well as available-for-sale financial assets
will be recorded on the balance sheet at fair value. The change in fair
value of those held for trading will be recognized in net combined
income for the period, while the change in those held for sale will be
recognized in other combined comprehensive income until they are
derecognized. Held-to-maturity financial assets, loans and receivables,
and financial liabilities not held for trading will be recognized at
amortized cost.

Hedges
Derivative financial instruments will continue to be recorded on
the balance sheet at fair value. Those not designated in a hedging
relationship will be classified in the “held-for-trading” category.
Those recorded in a hedging relationship will be classified in a fair
value or cash flow hedge. In a fair value hedge, the gains or losses
resulting from a revaluation of the fair value of the derivative financial
instrument and of the designated risk of the hedged item will be
recognized in combined income regardless of the category in which
this hedged item will have been classified. With respect to a cash flow
hedge, the gains and losses arising from changes in the fair value of
the effective portion of the financial instrument will be recognized in
“Other income” of combined comprehensive income until this hedged
item is recognized in combined income. On the other hand, the
ineffective portion will be recognized immediately in combined income.

Comprehensive income
The new “Statement of Comprehensive Income” will be added to
the Group’s combined financial statements and will include unrealized
gains and losses on available-for-sale financial assets and the change
in the effective portion of the cash flow hedge.

For further details on these future changes, please refer to Note 2
to the Combined Financial Statements of the Group on pages 100
and 101.

BUSINESS CONDITIONS
Despite soaring oil prices, the growth rate of the global economy held
at over 4% in 2005. Once again, China and the United States provided
the engine for this expansion, with gross domestic product (GDP)
growth rates of 9.9% and 3.5%, respectively. Japan’s economic rebound
solidified, while Europe emerged from its slump. Despite the climate
of uncertainty associated with high energy prices, the expansionary
phase of the global economy was not unduly disrupted and monetary
policy generally remained generally favourable.

The U.S. economy was able to absorb the shocks of the late summer
Hurricanes Katrina and Rita without too much difficulty. When the
price of oil broke the US$70 per barrel threshold in September of 2005,
the economic fallout was relatively mild. Real GDP growth tapered off
towards the end of the year, of course, but the 3.5% rate for 2005
as a whole attests to the strength of the U.S. economy. Given this
situation, the U.S. Federal Reserve (the Fed) pursued the monetary
tightening begun in mid 2004. The federal funds target rate was raised
by 25 basis points eight times in 2005, to stand at 4.25% by the end
of the year. The Fed’s goal was to guide the leading rates to a neutral
level, encouraging the continuance of the expansionary cycle while
containing potential inflationary pressures. 

Escalating energy resource prices boosted the Canadian dollar. It topped
US$0.85 in September, concurrent with the price of oil rising to
US$70 per barrel from US$43 at the end of 2004. Subsequently,
the increase in the Bank of Canada’s leading rates and higher metals
prices pushed the currency over US$0.87 by mid-December. Then
the dollar stalled a little, however, ending 2005 at US$0.86.

The surge in prices of raw materials gave a major boost to the
Canadian stock market in 2005. The 21.9% return on the S&P/TSX
proved to be among the highest of any of the world’s principal market
indices. The strength of the Canadian economy, in conjunction with
relatively low interest rates, also fuelled that increase. Real GDP growth
was approximately 3 per cent last year, close to its 2004 level. Since
the output of the Canadian economy was nearing its potential, the
Bank of Canada began raising leading rates as of September, following
a hiatus of approximately one year. After rising by 25 basis points
three times, the discount rate ended 2005 at 3.5%. This prudence
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is attributable to the appreciation of the Canadian dollar, which
was beginning to undermine the industrial sector in central Canada.
Fears of overheating in the West, which was booming, motivated
the Bank to raise leading rates as a precautionary measure. Inflation
was contained at 2.2% in 2005, despite a blip in September when
it reached 3.4% in the wake of peaking energy resource prices.

The appreciation of the loonie, high energy prices, and an intensification
of international competition tested the mettle of manufacturers
in 2005. Despite this period of structural adjustment, manufacturing
shipments grew modestly. The loss of 15,000 factory jobs in Québec
and 36,000 in Ontario last year attests to the fragility of this sector.
This did not, however, stand in the way of 228,000 new jobs being
created nationwide in 2005. Consequently, the unemployment
rate fell to 6.7%, its lowest level in 30 years. 

Outlook for 2006
The expansion will continue in 2006, though a slowdown in growth
is to be expected as of the second quarter. Consumers, who have
contributed significantly to stimulating the North American economy
in recent years, will make their presence felt less, while residential
construction will weaken. In 2006, improvements in foreign trade will,
however, provide for real GDP growth of about 3% in Canada and
Ontario and 2% in Québec. 
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REVIEW OF 
BUSINESS SEGMENTS  
OVERVIEW OF THE
GROUP’S SEGMENTS

Desjardins Group is active in the following segments:

- Personal and Commercial
- Life and Health Insurance
- General Insurance 
- Securities Brokerage, Asset Management, Venture Capital

and Other

In the first quarter of 2005, Desjardins Group redefined its main
business segments to better reflect the repositioning of certain activities
announced in 2004. We now have four business segments, as compared
to three in 2004. Since the first quarter of 2005, segment-by-segment
information is presented under these new names. 

Personal and Commercial 
This segment, formerly called Financial Intermediation, comprises the
same components as before the name change: the Québec and Ontario
caisse networks, the Fédération des caisses Desjardins du Québec and
the Ontario federation, Caisse centrale Desjardins, Fonds de sécurité
Desjardins and Capital Desjardins inc. 

As of January 1, 2005, Desjardins Credit Union also became part of
this segment. A new accounting standard on the consolidation of variable
interest entities (AcG-15) requires that Desjardins Credit Union be
added to the Combined Financial Statements because of the financial
support it receives from the Group. In accordance with the provisions
of AcG-15, the Combined Financial Statements of previous years have
not been restated. 

In addition, the investment fund manufacturing and distribution
activities of Desjardins Trust were transferred to the Fédération des
caisses Desjardins du Québec, while its trust activities were maintained
in a trust company connected with the Fédération. This transfer was
made in the final months of 2004, and the new structure became
operational on January 1, 2005. Our presentation for 2005 reflects this
new structure, with restatements made to prior years’ results. 

Life and Health Insurance
This segment includes the activities of Desjardins Financial Security.
This entity was formerly presented as part of the Insurance, Trust
Services and Asset Management segment. The new accounting
standard AcG-15 also resulted in Centaur Trust being added to this
segment, effective in the first quarter of 2005.

General Insurance
This segment includes the activities of Desjardins General Insurance
Group. This component was formerly a part of the Insurance,
Trust Services and Asset Management segment. 

Securities Brokerage, Asset Management, 
Venture Capital and Other
This segment mainly consists of Desjardins Securities, Desjardins
Venture Capital and Desjardins Asset Management. The results for
this last component have been included in this segment since the
first quarter of 2005. In 2004, they were presented in the Insurance,
Trust Services and Asset Management segment.

TABLE 2  CONTRIBUTION TO COMBINED SURPLUS EARNINGS, BY BUSINESS SEGMENT  

For the year ended December 31 
(in millions of $ and as a %)

2005 2004 2003

Personal and Commercial $ 791 72.6 % $ 783 73.0 % $ 725 86.9 %
Life and Health Insurance(1) 152 14.0 128 11.9 100 12.0
General Insurance 125 11.5 127 11.9 46 5.5
Securities Brokerage, Asset Management, 

Venture Capital and Other 21 1.9 34 3.2 (37) (4.4)

Surplus earnings after income taxes and 
before patronage allocations to members $ 1,089 100.0 % $ 1,072 100.0 % $ 834 100.0 %

(1) This contribution differs from the results specific to each subsidiary, as it includes consolidation adjustments.
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PERSONAL AND COMMERCIAL 
Description 
The Personal and Commercial segment, formerly called the Financial
Intermediation segment, is active in the following areas: financing,
savings recruitment, credit card activities, investment funds, trust services
and central fund activities. It provides members and clients with a full
range of wholesale and retail financial products and services. 

The Personal and Commercial segment is a decentralized network
of 568 caisses, one credit union, and 56 Business Centres in Québec
and Ontario. This network is supported by the Fédération des caisses
Desjardins du Québec, which offers specialized services and rounds out
the service offering provided to members and clients. Caisse centrale
Desjardins, which acts as the financial agent for Desjardins Group,
conducts transactions on national and international levels.

Since January 1, 2005, the Personal and Commercial segment includes
Desjardins Trust’s investment fund manufacturing and distribution
activities, which were transferred to the Fédération des caisses
Desjardins du Québec. Trust activities were maintained in a trust
company connected with the Fédération. This redeployment was
carried out in the final months of 2004 and took effect at the
beginning of 2005. 

In addition, Desjardins Credit Union activities were added to the
Personal and Commercial segment on January 1, 2005, the date on
which a new accounting standard required that this entity be integrated
into Desjardins Group’s Combined Financial Statements due to the
financial support which it receives from the Group.

The Personal and Commercial segment also provides financial products
and services outside Québec and Ontario through the caisse networks
and the federations of Manitoba and New Brunswick, which are
auxiliary members of the Fédération des caisses Desjardins du Québec
but which are governed by the laws and regulations that are specific
to the jurisdiction in which they operate. Moreover, they are not
included on Desjardins Group’s balance sheet. The main financial
results of these auxiliary members, which are not included with the
financial results of the Personal and Commercial segment, are
presented on page 141 of this Annual Report. 

Industry 
The Canadian financial services market is highly concentrated. As a
result of this concentration, gains in one market automatically result
in losses in another. Most of our competitors target a medium to
high-end clientele and are seeking to expand into English Canada
and abroad. Their expansion strategies, coupled with investments in
information technology, have provided them with economies of scale
making them more competitive in terms of costs. The competition
makes substantial efforts to play a dominant role in lucrative niches to
increase their profitability and thus improve shareholder satisfaction. 

2005 ACHIEVEMENTS
• Increase in the amount of patronage allocations paid out by the caisses to their member-owners and in the renewed commitment to the

sustainable development of communities. 
• Significant 8% increase in assets, which totalled $98.3 billion as at December 31, 2005. This owes to sustained growth in the loan portfolio

attributable to the increase in financing activities, mainly in the housing sector. 
• The caisses and Business Centres in Québec played a key role in the residential mortgage credit segment (38.7% market share), the farm

credit segment (41% market share) and the personal savings recruitment segment (41.4% market share). 
• A $644 million or 9.2% increase in amounts outstanding under management in 2005. Indexed savings products outstanding totalled

$7.6 billion at the end of 2005, thereby confirming Desjardins Group’s dominant position in nontraditional investment products in Canada.
• Accelerated and sustainable development of the enterprise line of business, as is evidenced by the 0.6% increase in our Québec market

share, which is now 24.2%.
• Strong increase in activities on the markets for treasury products for large businesses and institutions.
• Agreements were signed to strengthen Desjardins Group’s presence across Canada, including a five-year service agreement signed with

the Alliance des caisses populaires de l’Ontario and another signed with CGI. 
• Strong increase in new Caisse centrale Desjardins business relating to corporate financing activities, which rose approximately 50% from

$1.1 billion at the end of 2004 to $1.7 billion at the end of 2005.
• The business volume of Desjardins Card Services, the largest card issuer in Québec, reached $11.2 billion in 2005, a 15.5% increase

over the previous year.
• Desjardins Funds outstanding increased 27% in 2005 to total $8.4 billion at the end of the year.
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Strategy

VISION FOR CONSUMER CLIENTELE 
Desjardins, which is an integrated cooperative financial
group, strengthened its position as the top financial
institution for consumers. It is able to meet all their financial
needs due to its skilled human resources and a full range
of advisory services that are accessible and tailored to their
needs. Desjardins continues to be a leader for traditional
services and is recognized as a leading financial institution
for asset management.

VISION FOR BUSINESS CLIENTELE 
Desjardins is recognized as a leader among business clients,
particularly small and medium-sized enterprises. The skill level
of its personnel, the accessibility of its services, and its full
range of integrated services make Desjardins a financial
institution with which it is easy to do business.

The following strategies and strategic orientations, which stem from
the 2006-2008 Strategic Plan, will help bring this vision to fruition:

Consumers
Desjardins Group will take steps to become the leader in asset
management by continuing its growth in various market segments,
while making its services more profitable and improving
distribution efficiency.

Businesses
Desjardins Group will round out its product and service offering to
better serve the priority markets of medium-sized and large businesses
and to improve its position for very small businesses by optimizing
the synergy between the caisses and Business Centres.

Outlook 
The Personal and Commercial segment is striving to increase the
penetration of the Desjardins caisses in targeted markets and to
accelerate savings growth for the caisse network while improving
operational efficiency so as to maintain its solid financial position.

This segment would like to emphasize its presence among large
growing businesses, via Caisse centrale Desjardins, so that Desjardins
becomes an even more important player in each market segment.
Caisse centrale Desjardins would like to expand its range of international
services to serve members and clients worldwide while ensuring
profitable growth.

Where its trust services activities are concerned, the Personal and
Commercial segment plans to substantially increase its share of the
savings, investment, and wealth management markets with innovative
products and services, thereby raising Desjardins’ profile in these
areas of activity.

With respect to card services, the Personal and Commercial segment is
working to ensure the shift to smart card technology, the deployment
of new value-added payment solutions and the signing of major
partnership agreements with credit unions and merchants in the
Canadian market.

Moreover, this segment intends to play a role in activities that will
support Desjardins Group’s development across Canada through
the involvement of all of its components.

TABLE 3  PERSONAL AND COMMERCIAL 

Selected data for the year ended December 31
(in millions of $ and as a %)

2005 2004 2003

Total income $ 4,363 $ 4,103 $ 3,797
Provisions for credit losses 107 103 77
Non-interest expenses 3,172 2,942 2,685

Surplus earnings after income taxes and before patronage allocations to members 791 783 725

Contribution to combined surplus earnings 72.6 % 73.0 % 86.9 %
Provision for patronage allocations to members $ 408 $ 372 $ 443
Average assets 94,655 87,354 78,089
Average loans 77,248 70,776 64,324
Average deposits 80,229 74,516 68,530
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Analysis of the financial results 
The Personal and Commercial segment had substantial business
growth in 2005 and posted a solid performance in financing activities,
which were up $6.7 billion or 9.1%. This increase, coupled with the
rise in commission income made on investment funds, enabled the
caisses and the other components included in this segment to achieve
surplus earnings of $791 million before the provision for patronage
allocations to members, an increase of $8 million compared to 2004.
However, this business growth resulted in increased operating costs
which, when combined with pressure on the net interest spread,
mitigated the extent of the increase of the surplus earnings. This
segment’s contribution to Desjardins Group’s results stood at 72.6%,
similar to 73% last year.

The provision for patronage allocations to members paid by the caisses
totalled $408 million in 2005 compared to $372 million in 2004.
Thus, in addition to offering members, individuals and businesses alike,
a full range of financial products and services that are tailored to their
diverse and complex needs, the caisse constantly strives to achieve a
financial performance that enables it to pay patronage allocations to
members and to ensure its longevity. In total, provisions for patronage
allocations to members of $2 billion were recorded in the last five
fiscal years.

In 2005, the Personal and Commercial segment recorded total income
of $4,363 million, up $260 million or 6.3% compared to 2004. This total
income includes net interest income in the amount of $3,048 million
and other income totalling $1,315 million. As was the case last year,
the net interest spread represents approximately 70% of the total
income for this segment. 

Net interest income rose $145 million or 5% as a result of the increase
in volume for interest-bearing assets. This situation basically stems from
a marked increase in the average volume of credit activities, which jumped
around $6.5 billion or 9.1%, largely due to very strong demand for
residential mortgage credit. The increase in business volume therefore
translated into an additional $263 million in net interest income.
However, the drop in the profit margin from 3.29% in 2004 to 3.20%
in 2005, due to low interest rates and increased competition, resulted
in a $118 million decline in net interest income. Changes in net interest
income for the Personal and Commercial segment are detailed in tables
12 and 13 on pages 65 and 66.

Other income amounted to $1,315 million, up $115 million or 9.6%.
This increase is mainly attributable to service income from the
manufacturing and distribution of investment funds and securities
lending transactions, which rose $54 million as a result of the increase
of more than 27% in Desjardins Funds outstanding and the $34 million
rise in lending fees and credit card service revenues. However, trading
and investment activities, which include income from interest rate
derivatives and investment income, are down; an amount of
$16 million is due to the decrease in gains on securities in the
investment account.

The expenses relating to the provisions for credit losses amounted to
$107 million in 2005, which is $4 million or 3.9% more than in 2004.
The loan portfolio for the Personal and Commercial segment therefore
continues to be of excellent quality. Thus, gross impaired loans outstanding
totalled $305 million as at December 31, 2005, an improvement of
$44 million or 12.6% over 2004. The cumulative provision for credit
losses totals $714 million compared to $739 million at the end
of 2004. The cumulative provision for 2005 includes $109 million
in specific provisions and a general provision of $605 million. As at
December 31, 2005, the coverage ratio, namely the cumulative provision
for credit losses compared to the volume of gross impaired loans,
was 234.1% versus 211.7% in 2004.

Non-interest expenses totalled $3,172 million, up $230 million or 7.8%
compared to 2004. Close to 40% of this increase, or $91 million,
is attributable to the annual indexation of salaries and the hiring of
personnel required to support business growth. Premises-related
expenses rose $32 million due to, among other things, additional
leasing and other related costs within the context of the physical
transformation of our distribution network. Fees under partnership
agreements for information technology management activities were up
$20 million following the major increase in transactions by members
and clients. Finally, the remainder of the increase is attributable to
the inclusion of Desjardins Credit Union activities on January 1, 2005. 
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As at December 31, 2005, total assets for this segment amounted
to $98.3 billion compared to $91 billion a year earlier. This therefore
represents growth of 8%, or $7.3 billion, of which $1.5 billion is
attributable to the integration of Desjardins Credit Union. The rest
of this expansion was the result of the strength of caisses’ credit
offering and savings recruitment with consumers and businesses. 

Financing activities for the Personal and Commercial segment
experienced sustained growth in 2005. In fact, the net loans portfolio
grew $6.7 billion or 9.1% to $80.8 billion, of which $737 million was
attributable to Desjardins Credit Union. Despite the slowdown in the
housing market, which was especially felt in housing starts, demand
for residential mortgage credit remained very strong, as is evidenced by
the increase in outstanding credit of $5.1 billion or 12%; this growth is
therefore attributable to the strength of the resale housing market, for
which outstanding credit totalled $47.2 billion as at December 31, 2005
and in which Desjardins caisses hold a 38.7% market share. The credit
card financing and other consumer loans portfolio increased 7.8% or
$1 billion due to the stability of durable goods purchases. Business and
government loans outstanding grew 3.1% or $600 million to total
$20 billion at the end of 2005.

Caisse centrale Desjardins’ financing activities outstanding rose close
to 15% compared to 2004. New business peaked at close to $1.7 billion,
an increase of more than 50% compared to 2004. This new business
includes credit in the amount of $200 million granted by Desjardins
Commercial Lending USA, mostly in the form of cross-border financing.
This growth results from Caisse centrale Desjardins’ strategic orientations
on financing markets, where development is based on a growing
presence of banking syndicates of large corporations as well as segment
and geographic diversification. In this respect, vigorous development
efforts to expand across Canada continued; new authorized credit
in the amount of $440 million represents one quarter of new business
in 2005, for an increase of over 70% over 2004. 

In 2005, a program to securitize mortgage credit was implemented
as an alternative to the usual funding sources. Moreover, two issues
totalling $125 million were made through the Canada Mortgage and
Housing Corporation. Finally, according to its service mission to the
network itself, Caisse centrale Desjardins developed a plan to gradually
implement Desjardins Group’s Treasury function by the end of the
first half-year of 2006.

Where savings recruitment is concerned, deposits for the Personal and
Commercial segment totalled $83.6 billion, up 8.4% or $6.4 billion,
of which $1.6 billion is attributable to Desjardins Credit Union activities.
The increase in individual savings, the principal source of funds for
this segment, was 7.6% or $4.2 billion to total $58.9 billion as at
December 31, 2005. This segment’s market share in the area of
individual savings on the balance sheet therefore rose from 40.8%
as at December 31, 2004 to 41.4% as at December 31, 2005. Savings
recruited from businesses and government had a year-over-year increase
of 10.4% or $1.6 billion to total $16.6 billion as at December 31, 2005.
Other types of deposits, such as securities issuances on financial markets,
rose 9.7% or $709 million to total $8 billion at the end of 2005. 

Finally, the caisses were very active in the sale of off-balance sheet
savings products, such as investment funds, securities, and securities
of Capital régional et coopératif Desjardins. They took full advantage
of the substantial improvements in the Canadian stock market in 2005.
For example, outstanding Desjardins Funds, Northwest Funds, securities
and amounts recruited by Capital régional et coopératif Desjardins
jumped 23.5% or $3.6 billion to $18.8 billion as at December 31, 2005.

In parallel with the strong financial performance of the Personal
and Commercial segment, the network continued its efforts to offer
members and clients a full range of services that are tailored to their
financial needs and that are available throughout Québec as well
as increasingly elsewhere in Canada. 

MAIN ACTIVITIES 

Financing activities 

Description
The main financing activities are carried out primarily by the caisses
and Business Centres. These activities are as follows:

• Residential mortgage credit, in particular loans granted to purchase
new homes or existing homes or for renovations;

• Consumer credit, which includes student loans, loans for the purchase
of durable goods such as furniture, electrical home appliances,
electronics, and automobiles as well as advances to VISA Desjardins
credit card holders and personal lines of credit;

• Commercial credit, such as business and industrial loans, farm loans,
installment loans and lines of credit; 

• Credit to public and parapublic organizations, in particular loans
to government institutions such as municipalities and organizations
in the healthcare and education sectors.
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Desjardins caisses make a full range of highly competitive credit
products and services available to members, individuals and businesses
alike. Thanks to its historic commitment to financing economic activity,
particularly in Québec, which has translated into some of the most
dynamic credit products on the market, Desjardins now leads in all
areas of credit in Québec. With its extensive knowledge of financing
matters acquired over the years, in 2005 it continued its expansion
efforts in Canada, particularly in Ontario, but also elsewhere.

2005 Achievements
• Created regional centres of expertise to offer an even more

competitive credit authorization service, among other things
for automobile and home financing. 

• Signed a partnership agreement with RE/MAX Québec, which
holds roughly 48% of the real estate brokerage market in Québec.
This agreement makes Desjardins Group the only financial institution
on the RE/MAX Web site.

• Signed an agreement with the Association des marchands de
véhicules d’occasion du Québec (AMVOQ), which has approximately
1,100 members. This agreement makes it possible to submit a
financing application to Desjardins financing services online and
to receive a reply within seconds. Desjardins is the only financial
institution to offer simulation tools on the AMVOQ Web site.

• Implemented Focus Client, an innovative value-added business
solution for Business Centres and, consequently, for caisse members.
This solution involves adding indicators to monitor sales opportunities
and allows for better knowledge management regarding our
members and clients. 

• A new approach was proposed to Business Centres to better serve
small businesses and self-employed workers.

• Launched Desjardins Revolving Credit, a pre-authorized line of credit
which facilitates the financing, in phases and over an undetermined
period of time, of investments required for the development of
businesses in good financial health and with a promising future. 

• Developed the Versatile Line of Credit, a form of financing that
provides borrowers with great flexibility to use the full equity value
of their property to carry out projects. 

• Credit market share in Québec and Ontario changed as follows
in 2005:
- Consumer credit (including advances to credit card holders) slid

1.2% in Québec (24.1%) and remained stable in Ontario (0.4%);
- Residential mortgage credit rose 0.2% in Québec (38.7%)

and 0.1% in Ontario (0.9%);
- Commercial and industrial credit rose 0.6% in Québec (24.2%)

and 0.1% in Ontario (0.8%);
- Agricultural credit declined by 0.2% in Québec (41%) and

remained at the same level in Ontario (0.4%).

Strategy 
The caisses offer highly competitive credit products and services
that are tailored to the needs of their members in Québec, Ontario,
and elsewhere in Canada. Through their financing activities, they play
a major role in helping many individuals acquire property and purchase
durable goods. The network also supports investment projects for
a number of agricultural and commercial businesses. 

The following strategies will contribute to achieving this goal: 

• Focus on increasing our market share for all products and for each
type of clientele by emphasizing our cooperative difference.

• Optimize our service offerings and their distribution.

Outlook 
Desjardins Group plans to make its cooperative difference and its
service quality more visible among individuals and businesses with
its effective products and services that are tailored to members’ needs
and that help improve each member’s social and economic position.

Savings recruitment activities 

Description 
The main savings recruitment activities of the caisses fall into two main
groups: savings appearing in the liabilities item of the balance sheet
and off-balance sheet savings. The on-balance sheet savings includes
amounts deposited by individuals, businesses and governments and
represented one of the Group’s most significant financing sources at
the end of 2005. Off-balance sheet savings consist of investment funds
and other types of securities such as bonds and treasury bills that the
caisses manage or administer for holders.

In the area of wealth management, Desjardins is an undisputed
key player in the Québec arena. It is also active in Ontario and, with
the momentum enjoyed by its Canada-wide expansion in 2005, the
Group aims to become known across Canada for its solid expertise
in this sector.

The ongoing effort to effectively meet the growing needs of members
and clients in terms of diversification of financial assets guides
Desjardins Group in its actions and development.
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2005 Achievements
• Consolidated Desjardins Private Management services, in particular

Discretionary Portfolio Management services. As a result of the combined
efforts of the caisses and Desjardins Private Management, 2005 was
an amazing year for Desjardins Group in this area. This service offers
members and clients a solution that incorporates financial, tax and
estate planning services in the management of their personal and
family wealth. 

• Created five new Northwest Funds to meet the needs of Desjardins
Group members and clients. These funds are added to the already
very popular Quadrant asset allocation service.

• Strengthened the partnership with Desjardins Securities, among
other things via the TANDEM program, which has continued to
provide good results, in particular in terms of market share growth
in this area in 2005.

• Developed a retirement approach aimed at providing better financial
planning to early retirees and retirees, particularly in the area of
paying out their accumulated assets. 

• Marketed Desjardins Profile Investment services, which are aimed
at offering members and clients a certain amount of diversification
for their term savings portfolio.

• Developed a new indexed term savings (ITS) option, based on the
raw materials index, which will be marketed in 2006. Indexed term
savings are guaranteed deposits that allow one to benefit, through
specialized and experienced fund managers, from certain asset classes
to which most individual clients generally do not have access. 

• Created a new rate-raiser term savings product outside of RRSPs. 

• Developed new functionalities for AccèsD Internet.

• Accelerated the development of our network of seasoned advisors,
known for their expertise and present throughout Québec and
much of Ontario. 

• The individual savings market share in Québec and Ontario evolved
as follows:
- In the area of on-balance sheet savings (chequing accounts,

regular savings, and term deposits), increase of 0.6% in Québec
(41.4%) and decrease of 0.1% in Ontario (1.4%);

- In the area of off-balance sheet savings, 0.9% increase in Québec
(8.1%) and maintenance of figures for Ontario (0.4%), more
specifically with respect to:
. Securities brokerage, up 0.6% in Québec (6.6%) and stable

in Ontario (0.3%);
. Investment funds, up 0.8% in Québec (7.2%) and stable

in Ontario (0.4%);
. Corporate venture capital funds, such as Capital régional

et coopératif Desjardins (8.1%), the securities of which are
sold by Desjardins caisses, up 0.5%.

Strategy
The caisses’ plan to continue to provide a full range of diversified,
personalized and competitive savings products to members, individuals
and businesses alike, in Québec and across Canada. 

The following strategies will contribute to achieving this goal: 

• Increase the penetration for Desjardins caisses in the targeted
markets through a progressive service offering tailored to each
segment of saver.

• Optimize distribution and provide greater synergy among
sales teams.

Outlook 
Desjardins Group wants to accelerate savings growth for the
caisse network by emphasizing its presence for different categories
of holders. 

Credit card activities 

Description 
Credit card activities are conducted by Desjardins Card Services (DCS),
i.e. VISA Desjardins, a business unit of the Fédération des caisses
Desjardins du Québec. With 3.4 million cardholders, Desjardins Card
Services is the largest issuer of credit cards in Québec, providing its
varied clientele with an array of solutions (card payment solutions for
consumers and businesses, client loyalty development solutions with
the BONUSDOLLARS reward program, and payment solutions for
some 55,000 merchants).

DCS offers financing solutions to consumers, such as Accord D financing
(a separate, second limit on VISA Desjardins credit cards) that is
available at more than 5,000 merchants across Canada. This service
is also available through the Desjardins caisse network for amounts
under $10,000. Financing solutions are also offered to businesses,
notably Business Freedom Solutions, Accord D Business financing,
the Business Card, and the Purch@sing Card.

DCS ranks first among VISA credit card issuers that have had the
highest percentages in terms of volume growth in Canada.

2005 Achievements
• Contributed $54 million to the surplus earnings of the Personal and

Commercial segment in 2005, compared to $61 million in 2004.

• Increased business volume by 15.5% to $11.2 billion in 2005. 

• Desjardins Card Services raised its Québec market share to 45%.

• Offered services to caisses and Business Centres to integrate
the Desjardins network’s debit card activities (acquirer phase). 

• Entered into a partnership with the Alliance des caisses populaires
de l’Ontario. 
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• Signed a new agreement to contribute to the sales efforts of
the Desjardins network ($31 million for 2005).

• Launched the prepaid purchase card in the form of gift cards. This
product is offered to top merchant-partners as a tool to ensure client
loyalty and is aimed at replacing gift certificates. Desjardins ensures
product management via its payment solutions, and the merchant
is in charge of marketing.

• Integrated management for business and agricultural sector
accounts in AccèsD.

Strategy
Ensure the profitable management, development and evolution of
the product and service offering of debit, credit and access cards,
by drawing on the quality and excellence of employees. To accomplish
these goals, various technologies will be used to: 

• develop business models;

• set objectives, priorities and methods;

• carry out business and skills development; 

• implement the offering (including those of subsidiaries);

• promote service and product evolution in an effort to achieve
operational and distributional efficiency;

• strive to constantly improve service quality.

As a first-rate partner of the Desjardins caisse network, contribute
to achieving caisse business goals by applying the highest service
quality standards for individuals and businesses, members and
non-members alike.

The following strategies will contribute to achieving this goal:

• Adapt credit processes to the various targeted markets;

• Support development across Canada by way of payment
and financing solutions for major merchants;

• Continue to automate business processes;

• Ensure the evolution of online account management solutions
among consumer and business clients.

Outlook 
• Ensure the transition of operations towards smart card technology.

• Offer integrated services (debit, VISA, and line of credit) to merchants.

• Propose new value-added payment solutions.

• Develop the manufacturing, distribution, and delivery market.

• Enter into major partnerships with credit unions and merchants
across Canada.

Investment fund and trust service activities 

Description 
Investment fund and trust service activities are the responsibility of the
Investment Funds & Trust Services Executive Division of the Fédération
des caisses Desjardins du Québec. This business unit is in charge of
the following legal entities: Desjardins Trust, Desjardins Investment
Management, and Northwest Asset Management Inc.

This business unit acts as a manufacturer, wholesaler and specialized
distributor of investment funds, private management services, custody
services and trust services for Desjardins’ full range of integrated
products and services.

2005 Achievements
• Desjardins Funds outstanding increased 27% to $8.4 billion as

at December 31, 2005. Net sales totalled $1.2 billion in 2005.

• Discretionary portfolio management services outstanding rose 36%
to total $1.1 billion as at December 31, 2005. Net sales totalled
$216 million during 2005.

• Northwest Funds outstanding rose 30% to $1.8 billion as at
December 31, 2005. Net sales amounted to $301 million in 2005.

• The Diapason Retirement Program was marketed. This is an optimal
portfolio management solution for early retirees and retirees that
is part of the overall integrated offerings of Desjardins products
and services for pre-retirees and retirees–the Desjardins retirement
approach–aimed at covering all financial needs for retirement.

• Launched five new Northwest Funds to meet the needs expressed by
the network of caisses and their members in terms of external funds.
When added to the Quadrant asset allocation service, these new
investment products enable the caisses to counter certain products
and services offered by competitors while promoting the repatriation
of assets.

• Strengthened the sales force events for Desjardins Private Management
services, in particular Discretionary Portfolio Management services,
to provide better support for caisse products and services to manage
the personal and family wealth of members.

• The Investment Funds and Trust Services Executive Division, which
is in charge of the legal entity providing trust services, obtained
the extension required to create a federally chartered trust to carry
on and develop Desjardins trust activities across Canada.
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• Implemented a mechanism to pay the caisses a significant portion
of the surplus earnings of the Investment Fund and Trust Services
business unit based on outstanding Desjardins Funds, Northwest
Funds and Discretionary Portfolio Management services held by
each of the caisses.

• Implemented mechanisms to provide continuous disclosure on
investment funds as required by the Canadian securities authorities.
In addition to the publication of quarterly financial information
on Desjardins Funds and Northwest Funds, these mechanisms include
a policy for exercising voting rights by proxy for the securities held
in the fund portfolios.

• Custody services were changed to benefit business clients. In order
to meet higher international standards for these services, client
accounts were transferred to a computerized application making it
possible to settle transactions in real time for all international
markets, among other things. This technology will make it possible
for Desjardins to increase its presence in Québec and the other
Canadian provinces.

Strategy 
The manufacturer of Desjardins Group’s investment funds and private
management, custody and trust services aims to offer effective
and competitive high-quality products and services to its principal
distributor, the caisse network. 

The following strategies will help us to achieve this objective: 

• Work closely with the caisse network to better serve members
who are pre-retirees or retirees by offering an unequalled integrated
product and service offering and high-calibre professional support.

• Develop products and services that satisfy the business development
needs of the caisse network, while promoting clientele retention
and repatriation.

• Contribute fully to Desjardins Group’s strategic priorities by
developing products and services that are tailored to market
segments considered to be a priority.

• Substantially increase the sale of private management services
and investment funds.

• Contribute to Desjardins’ strategy for all of Canada based on
the potential of its different business lines.

• Make the most of the sales force events in the caisse network to
highlight all the benefits of the products and services manufactured
by the Executive Division.

Outlook 
Substantially increase market share in the savings, investment and asset
management segments by offering innovative products and services,
thereby raising Desjardins’ profile in these areas.

Central fund activities  

Description
Caisse centrale Desjardins (CCD), a cooperative institution owned
by the Desjardins caisses, operates on Canadian and international
markets, in collaboration with and complementing the activities
of other entities of Desjardins Group. 

CCD’s operations include:

• Acting as treasurer for Desjardins Group:
- Financial settlement and clearing of items through the caisse

network on a national and international scale;
- Supplying funds to meet Desjardins Group’s liquidity requirements;
- Securitization activities as a source of funds for the Desjardins

Group (mortgages and credit cards);
- Managing the required liquidity reserves for the caisses;
- Derivatives and other treasury products;
- Matching management;
- Treasury management for Desjardins Credit Union.

• Serving as a provider of services to businesses and institutions,
complementing those offered by the caisse network:
- Financing and banking services to the private sector (medium

and large businesses) and to the public and parapublic sectors; 
- The Desjardins International Service Centre that offers a

comprehensive line of international products and services
to the caisse network and Business Centres as well as to
Desjardins members; 

- Management of two U.S. subsidiaries: Desjardins Bank in
Florida, which offers banking services to individuals and small
businesses, and Desjardins Commercial Lending, the commercial
loans subsidiary.

CCD credit ratings granted by the principal rating agencies, i.e.
Desjardins Group’s ratings, are among the best in the financial industry
in Canada and worldwide.
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2005 Achievements
• Record contribution of $85 million to the caisse network for a 13%

return (12% in 2004). 

• Implementation of a securitization mechanism for mortgage loans
granted by the caisses.

• New roles as coagent in major banking syndicates.

• Major increase of approximately 50% for new business from
business financing activities (from $1.1 billion to $1.7 billion).

• Establishment of specialized financing sectors as a major
source of growth for new business.

• Substantial progress for development across Canada and
cross-border loans. 

• Considerable increase in activities on the markets for treasury
products with large businesses and institutions.

• Record volume of foreign exchange transactions.

• Introduction of a Desjardins Global Treasury product.

• Record profits for Desjardins Bank.

Strategy
• Continue to implement the Desjardins Group Treasury function.

• Continue to actively manage Canadian and European borrowing
programs as network needs grow.

• Strengthen our status as a leader among large businesses and
institutions to be able to better support them and maximize
the positive spin-offs for the Group.

• Continue to support businesses in the Canadian, U.S.,
and international markets.

• Continue developing the medium-sized business market
in an ever-closer partnership with Business Centres. 

• Continue to develop business for derivative and treasury products
offered to all Desjardins clients.

• Emphasize development of the institutional sector in Ontario,
in partnership with the Fédération des caisses populaires de
l’Ontario and Desjardins Credit Union.

• Open the Lauderhill branch in Florida in early 2006.

• Continue efforts to convert Desjardins Commercial Lending
into a CCD branch in the U.S.

Outlook
• Development of mortgage loan securitization activities for

the caisses as an alternative solution to Desjardins’ usual capital
supply programs. 

• Focus on penetrating the market of large, growing businesses
(revenues between $100 million and $250 million).

• Geographic diversification.

• Broader range of international services to support members
and clients worldwide.

• Development of a business model for a foreign sales office
to be set up in 2007.

• Support for cooperative development in Canada.

LIFE AND HEALTH INSURANCE 
Description
Desjardins Financial Security (DFS) ranks fourth among life and health
insurers in Canada and first in Québec in terms of direct premiums
written. It offers a combination of life and health insurance coverage
and innovative retirement savings plans to individuals as well as to
groups and businesses through a variety of distribution channels. It
owns two main subsidiaries, Sigma Assistel, which offers the widest
range of telephone assistance services in Canada and SFL Management
Inc. a network of 14 financial centres in Québec and some 624 partner
representatives. SFL Management Inc. itself owns two subsidiaries.
Optiinsurance, a brokerage firm specializing in life and health insurance
products, and Optifund Investments, a brokerage firm specializing
in group savings and investment contracts.

Industry
From a regulatory perspective, the industry is continuing to closely
monitor the debate on whether or not provincial insurance laws apply
to the life and health insurance distribution activities of federally
chartered banks. The provincial courts remain divided on the issue.
On the one hand, the B.C. Court of Appeal ruled that the distribution
of credit insurance by banks was a banking activity falling exclusively
within federal jurisdiction. On the other hand, the Court of Appeal of
Alberta confirmed the judgment of first instance, which concluded that
banks that promote insurance products are conducting non-banking
activity; therefore, the activity is subject to provincial insurance laws.
The Supreme Court of Canada authorized an appeal of this decision.
The final outcome is important to Desjardins for reasons of competitive
equity, because the caisses and DFS, in carrying out their insurance
distribution activities, must comply with the laws of every province in
which they do business, whereas the banks might eventually be subject
only to federal law.
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The issue of relationships between insurers and sales intermediaries,
both in terms of ownership ties and compensation, continued to be
examined by the Canadian Council of Insurance Regulators (CCIR) and
by the Autorité des marchés financiers du Québec (AMF). The CCIR’s
consultation paper (made public on June 3, 2005) found no evidence
of illegal activity related to this issue. However, it raised certain questions
about how the compensation of representatives affected their relationships
with the insurers and their clients. The CCIR solicited comments from
industry stakeholders on three proposals designed to prioritize the client’s
interests, to restrict certain aspects of performance-related compensation
and to improve transparency with respect to compensation and the
disclosure to clients of information about business relationships existing
between insurers and their intermediaries. In response to the CCIR’s
consultation paper, the Canadian Life and Health Insurance Association Inc.
(CLHIA) prepared a report stating that the industry favours an approach
whereby the industry and the regulatory authorities join forces to
examine the many aspects of the prevailing protection measures. Their
report cites an example of recent initiatives taken by the CLHIA to keep
consumers informed, initiatives that are already in line with the CCIR’s
proposed objectives. For its part, the Autorité des marchés financiers
is continuing to review the situation. 

Furthermore, a major decision rendered by the Supreme Court of
Canada in June 2005 overturned Section 15 of the Health Insurance
Act and Section 11 of the Hospital Insurance Act, which prohibited
Québec residents from taking out insurance for private health care.
Under this decision, a life and health insurer could start offering, in
Québec, insurance on services that are insured under the public health
care plan. At the request of the attorney-general of Québec, the
Supreme Court of Canada suspended the effects of the decision for
twelve months to allow the Québec government to examine different
solutions. The ideas retained by an interdepartmental committee
overseen by Québec’s ministre de la Santé et des Services sociaux
will be subject to public consultations in parliamentary committee.

Finally, in July 2005, Assuris (formerly the Canadian Life and
Health Insurance Compensation Corporation) announced that major
enhancements had been made to the protection offered to life and
health insurance consumers. From now on, the accumulated values
of policyholders are fully protected up to $100,000 in the event an
insurer goes bankrupt. Assuris also ensures 100% of the first $60,000
of promised benefits as well as 85% of the remaining $40,000.

2005 ACHIEVEMENTS
• Record net earnings of $160 million, up 22.7%.
• Net premiums of $2.3 billion, a 10.1% increase.
• Growth of 8.3% in total income.
• Return on shareholder equity of 24.9%.
• Credit insurance: premiums in excess of $423 million and in-force insurance of $45 billion.
• Personal insurance coverage offered to Desjardins caisse members by caisse financial security advisors: 5.5% increase in sales.
• Group insurance: net earnings of $103 million.
• An enhanced health insurance offer, notably the addition of new coverages on critical illness insurance products.
• Group retirement savings: sales were up 84.5%.
• Noticeable strengthening of the company’s balance sheet.
• Finalized the sale of the Bahamas division.
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Strategy

DFS has as its mission to serve the changing financial security
needs of individuals, groups, and businesses by offering
a tailored line of products and services in life and health
insurance, savings and retirement through employees and
partners committed to ensuring the satisfaction of Desjardins
caisse members and clients.

This past year, DFS adopted its 2006-2008 Strategic Plan,
which further crystallized DFS’s vision:

• DFS will be known as a major industry player in Canada,
meaning it will grow market share to ensure its leadership
position in Québec and double market share in the other
Canadian provinces.

• It will be seen as a manufacturer that offers distinct
advantages and that stands as an alternative to the main
life and health insurance companies in Canada.

• It will develop and offer products that outperform the rest
in terms of quality-price ratio, the simplicity of the offer,
and the ease of the transaction.

• It will optimize its preferred relationship with the Desjardins
caisse network and will develop closer ties with its partners
and clients.

• It will promote ongoing excellence in two areas: developing
and managing products and providing exceptional service
to clients and distribution partners.

• It will focus on operational efficiency and rely on the
commitment of its staff.

• It will offer a rate of return that meets the expectations
of its shareholder.

Deliberations about the subsidiary’s strategic orientations were started
in 2004 and overseen by Desjardins Group. The exercise resulted in the
creation of the 2006-2008 Strategic Plan, which defines the orientations
and strategies to be adopted by the subsidiary over this period: 

Six strategic orientations were retained: 

• To grow business among Desjardins caisse members in an accelerated
and profitable fashion by enhancing the service offering through
value-added life and health insurance, in partnership with
Desjardins Group.

• In other Québec markets, become the leader in group insurance
and outpace industry growth in the areas of group retirement
savings, individual insurance and direct insurance. Grow the
individual savings market by maximizing the potential of SFL
Management, its primary distribution network in Québec.

• In selected markets outside Québec, double total market share,
primarily through acquisitions.

• To become known in the market as the leader in health insurance.

• To achieve competitive advantages by continuing to improve
the operational efficiency of every segment in the subsidiary.

• To achieve balanced business operations by prioritizing global
and sustainable performance: satisfying clients and caisse members
and clients thanks to motivated employees, all while meeting the
shareholder’s performance expectations.

Outlook 
In 2006, DFS will embark on a new phase in its strategic plan, one
that will take it into 2008. As the life and health insurance subsidiary
of Desjardins Group, DFS will continue to contribute to the Group’s
development, helping it to better serve members in the area of wealth
management and giving true meaning to our identity as an integrated
financial group. To do so, DFS has identified solutions and strategies
to enhance caisse offerings to members in the areas of individual life
and health insurance, credit insurance, or retirement solutions that
complement their offer. DFS will also support the Group’s Canada-wide
development efforts by tailoring an offer to the credit unions, using
the appropriate financial structure.

As for its product and service offering that is disseminated via other
distribution channels, DSF plans on consolidating its position in Québec
to substantially escalate its presence in selected markets in other Canadian
provinces, primarily through acquisitions. In this regard, the priorities
for the next two years have been clearly defined for each business
segment, which will allow DFS to optimize its service offering and
stand apart from the rest.

Finally, DFS will prioritize operational efficiency and ingrain it into
the corporate culture; it plans on offering products that are well known
for their quality-price ratio and on providing superior service to its
clients and distribution partners. 

In group and business insurance, DFS will take steps to outperform
market growth, primarily by making sure that its offering remains
competitive. It also plans on improving its disability management offer
and adding some complementary services. It will also continue to cut
unit costs. 
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In credit insurance, DFS will continue to innovate and tailor its offering
to be compatible with various emerging distribution channels. It
will continue systematizing its credit insurance offer to very small
businesses and expanding the offer to medium-sized businesses that
are members of Business Centres. It will also continue efforts to reduce
the administrative work involved in managing benefits. It plans on
offering more health coverages and on intensifying promotional
efforts. Finally, it will promote the services of its subsidiary, Sigma
Assistel, which are part and parcel of their products. 

As for the life and health insurance offer made by caisse financial
security advisors to caisse members, DFS intends on growing these
sales substantially in 2006. Under the 2006-2008 Strategic Plan, DFS
will optimize this business model in order to drive profitable growth, to
develop the specialized offer aimed at Desjardins Business Centres, and
to enhance its offering to major holders (i.e.: the leading clients of the
caisses’ financial planners). It will also serve as a partner in developing
the offerings and strategies aimed at best serving the various client
bases targeted by Desjardins Group.

DFS will optimize the SFL Management financial centre model that it
has been deploying in Québec, the purpose of which will be twofold:
1) to maximize how its products and services are distributed in order
to drive profitable growth and 2) to promote the recruitment of advisors
and business development. It will also fully review its disability insurance
products aimed at self-employed workers and continue to improve its
life and health insurance offering in order to remain competitive. In
addition, DFS will improve the manner in which it discloses information
about the business relationships existing between itself and SFL
Management. Furthermore, to sustain its growth and grow its market

share, primarily outside Québec, DFS will stay apprised of opportunities
to make acquisitions or forge alliances. As for products marketed
through direct distribution, it will intensify the promotion of 50+ Life
Insurance. Finally, it will continue the offer by way of Desjardins
endorsers and begin developing partnerships outside of Desjardins. 

In group savings, DFS will grow business among the market of Desjardins
caisse members by adding, in 2006, retirement solutions for consumers,
connected with the Desjardins retirement approach being used in caisses.
With respect to its other clients, it will continue to enhance its service
offering across Canada by deploying an integrated retirement centre,
and it will step up the sales efforts started in 2005. In individual
savings, DFS will implement strategies to improve the renewal quality
of policies and to foster growth via selected distribution channels.
The savings segment will also examine options for incorporating a
health aspect to its pension offer. Finally, thanks to the implementation
of a new technological environment, DFS will increase productivity
through automation.

Analysis of the financial results
DFS maintained its momentum in 2005, generating net earnings
of $160 million, of which $155 million was attributable to continuing
operations. This marks an increase of 22.7% over the results achieved
in 2004. The portion of net earnings attributable to the shareholder
amounted to $152 million, $24 million more than in 2004. Return
on shareholder’s equity was 24.9%, one of the best rates of return
in the financial services industry. At fiscal year-end 2005, total
assets under management stood at $17.2 billion, as compared
to $14.9 billion in 2004. 

TABLE 4  DESJARDINS FINANCIAL SECURITY

Selected data for the year ended December 31
(in millions of $ and as a %)

2005 2004 2003

Insurance and annuity premiums $ 2,300 $ 2,090 $ 2,013
Net investment income 672 655 640
Payments and credits paid to policyholders 2,269 2,086 2,071
Operating expenses 421 382 368
Taxes on earnings (recovery) 29 58 (19)
Net earnings 160 130 110
Net earnings attributable to the shareholder 152 128 100
Return on equity 24.9 % 19.6 % 14.1 %
Assets in the general funds $ 11,921 $ 10,251 $ 9,666
Total assets under management 17,214 14,928 14,050
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With respect to overall business growth, income from insurance and
annuity premiums stood at $2,300 million compared to $2,090 million
in 2004. Net insurance premiums were up 6.8% over 2004, amounting
to $1.9 billion. In Québec, overall growth in premiums across all
business segments was 6.7%. In the other Canadian provinces, the
7.3% growth owes primarily to group and business insurance. Total
insurance sales were $129 million compared to $134 million in 2004.
As for group and business insurance, sales amounted to $95 million
compared to $100 million in 2004; this slight dip in Québec’s results
was offset by strong growth in the other provinces. In terms of sales
and new deposits, the savings segment enjoyed sharp growth of
$35.5% in 2005; this is largely attributable to the results experienced
in group savings. As for savings among individuals, the decrease seen
in 2004 continued, as consumers have been choosing mutual funds
over index-based products.

Despite a decline in dental insurance and disability insurance, the net
earnings for group insurance reached $103 million. The insurance
premiums for groups and business totalled $1,543 million, a $111 million
increase that is primarily attributable to growth borne out of groups
already under contract. As for the premiums tied to plans offered
through financial institutions, and more specifically to credit insurance,
they posted growth of 6.8%. In individual insurance, very positive
claims experience, favourable net investment income, and a 16.7%
jump in earnings generated by individual products marketed through
direct distribution contributed to the 128.7% increase in the net earnings
of $43 million. Net premiums posted slight growth, amounting to
$362 million as against $352 million in 2004, a result that owes to the
strong increase in premiums stemming from assurfinance to individuals.
At $34 million, sales were comparable to 2004. In savings, net earnings
were $9 million, up $4 million over the 2004 result. Sales rose 35.5%
to stand at $553 million. The signing of two major single-premium
contracts as well as strong growth in accumulation product sales
largely contributed to this result.

The payments and credits paid to policyholders rose by $183 million
in 2005 relative to 2004. The increase can be explained by the
growth in group business in recent years as well as the termination
of index-based products in 2005.

During 2005, DFS continued its policy of aggressively managing
operating expenses. This past year’s increase can be traced back to the
indexation of salaries and fringe benefits and to the fees paid to external
consultants for carrying out technological development projects. 

For the year ended December 31, 2005,
DFS’s investment income amounted to
$672 million, a 2.6% increase over the
2004 result despite the decline in interest
rates. This result was due primarily
to improved performance in financial
markets in 2005, to the increase in
funds to be invested that stemmed from
business growth, and to the intrinsic
quality of the investment portfolio and
the prudent and sound management
thereof. Some non-recurring items, such
as the finalization of the sale of the
Bahamas division, also had a positive
influence on performance in 2005.

The consolidated assets of the general
funds reached $11.9 billion in 2005,
up 16.3%, while the total assets under
management were $17.2 billion,
a 15.3% increase.
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GENERAL INSURANCE
Description
Desjardins General Insurance Group (DGIG) is the eighth largest
player in the Canadian general insurance market and the fifth largest
insurance company for individuals in Canada. It provides different
client segments with all the coverage they need to protect their
physical assets as well as financial compensation for bodily injuries
caused in automobile accidents in provinces other than Québec. DGIG
delivers its services through the four subsidiaries described hereafter:
Desjardins General Insurance serves individuals and small businesses in
Québec through agents available in the Desjardins caisse network and
in a call centre. The Personal General Insurance company distributes
automobile and home insurance products in Québec by relying on
the support of groups (professional associations, employers, unions)
that act as supporting partners. The Personal Insurance Company
operates in a similar fashion but outside Québec. Both The Personal
entities conduct business primarily through call centres. Finally,
the Certas Direct Insurance Company serves individuals primarily
in Ontario and in Alberta.

Industry 
The Canadian general insurance industry experienced good profitability
in 2005. While automobile rates dropped significantly throughout
the country, claims experience was up by only 1 to 2 percentage points
of the premiums compared to the excellent year of 2004. Legislative
changes and consumer fears about no longer being able to obtain
insurance after making claims following minor losses helped mitigate
the deterioration in claims experience. Investment income improved
thanks to strong performance in both the stock and bond markets.

Capitalization of the industry reached high levels again at the close
of third quarter 2005 thanks to the profitability levels of 2004-2005.
However, there could be declines at the start of 2006, as insurers
operating in multiple countries use Canadian capital to compensate
the losses from natural disasters such as Hurricanes Katrina and Wilma.

The trend seen at the end of 2005 shows an increase in bodily injury
costs that is greater than premium increases. This factor, if combined
with more frequent claims and stable or slightly lower rates, could
be the precursor to a difficult period for Canadian general insurers.

2005 ACHIEVEMENTS
• Net earnings of $125 million, resulting in a return to the shareholder of 25%, which greatly exceeds the industry median.

The earnings are the combination of:
- an underwriting (or insurance) profit for a thirteenth year running;
- rising investment income that is greater than the industry median.

• Profitable business growth (2% for business outside Québec, for a return on capital of 21%; 3% in Québec, for a return of 28%).
• An enhanced insurance offering for young drivers.
• Laid the groundwork for a major project aimed at installing a new technological infrastructure.
• Kept operating costs at 20.1% of net premiums, thereby strengthening the business’s competitive edge in an industry, where operating

costs approximate 28%.
• Implemented the multi-management approach of investments by selecting international managers based on their diverse experience.
• Greater capacity to hire and retain labour thanks to the flexible work schedule to be offered to employees in 2006.
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Strategy

DGIG aims to be known as the model provider of general
insurance in Canada by leveraging: the skills and commitment
of its employees, its deep knowledge of the general insurance
trade, its market approach based on offering the best
quality-price ratios in profitable markets, and its corporate
culture based on disciplined, results-driven management.
DGIG also intends to fully leverage the benefits derived
from its partnership with the Desjardins caisse network and
its associations with groups.

DGIG has adopted the following strategies:

• Continue to grow its competitive advantages in order to maintain
superior levels of profitability while remaining disciplined in terms
of operational excellence.

• Achieve dynamic and profitable growth outside Québec through
the individuals segment of the “groups market.”

• Maintain profitable growth in Québec, primarily through the
individuals segment of the “major market” and in partnership
with the caisse network and the individuals segment of the
“groups market.”

• Make a positive contribution to the performance of the business
segment in Québec and the management of investments.

• Ensure expertise and succession development in the
insurance profession.

2006 marks the first year of a new strategic plan that was designed in
direct collaboration with Desjardins Group, a plan that will optimize the
benefits and synergies to be drawn from all Desjardins components.

Outlook
The climate of the next few years is expected to exert downward
pressure on the profitability levels of insurers. A stabilization of rates,
which was expected, will compel consumers to remain with their
insurer when policy renewal time rolls around. However, if the law
were reformed to allow banks to use their distribution networks,
this would trigger different types of behaviour.

DGIG expects to maintain profitable growth despite this challenging
climate. New investments are planned to be made towards researching
and developing products, markets, and networks. The company has
already identified some attractive improvements that will be made
to its range of home insurance products and to its overall product
offering that is offered through e-commerce.

Structured programs in the areas of risk management and regulatory
compliance are currently being implemented. Besides providing sound
governance, these programs also serve to generate significant financial
returns for DGIG.

Analysis of the financial results
After a record year in 2004, DGIG’s net earnings surpassed the
$100 million mark for a second time in 2005. To be specific, its net
earnings were $139 million as at December 31, 2005 compared to
$143 million in 2004. The portion of these earnings attributable to
Desjardins Group is $125 million ($127 million in 2004). The result
translates into a return on shareholder equity of 25%. For several
years running, DGIG’s returns have been exceeding industry returns,
placing it in the first or second quartile when it comes to profitability
in its industry in Canada.

TABLE 5  DESJARDINS GENERAL INSURANCE GROUP

Selected data for the year ended December 31
(in millions of $ and as a %)

2005 2004 2003

Gross premiums written $ 1,405 $ 1,370 $ 1,270
Net premiums earned 1,366 1,286 1,128
Combined ratio 92.0 % 89.4 % 97.8 %
Underwriting profit $ 109 $ 136 $ 24
Investment income 107 94 60
Net earnings before non-controlling interests 139 143 51
Net earnings attributable to the shareholder 125 127 46
Return on equity 24.7 % 29.7 % 13.4 %
Total assets $ 2,598 $ 2,449 $ 2,148
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In terms of overall business growth, income
from premiums rose 2.6% to settle at
$1,405 million as at December 31, 2005.
This growth was especially noticeable in
group insurance, which achieved growth
of 6% in 2005. Premiums written by
members of Desjardins Group were up
2.5%. Premiums written by other clients
accounted for 53% of DGIG’s total
business. Furthermore, premiums from
provinces other than Québec accounted
for 38% of the total volume. Growth
in premium income from DGIG’s
subsidiaries was affected by lower
automobile insurance rates throughout
Canada in 2005. In such a market,
clients are less compelled to shop
around for the best quality-price ratio.

The combined ratio (loss cost and
operating expenses divided by net
premiums earned) was 92%, resulting
in an underwriting profit of $109 million.

This 2.6 point increase compared to 2004 is essentially attributable
to the increase in housing claims experience related to the heavy rains
throughout Canada in 2005.

Automobile insurance in Québec remained profitable despite the lower
rates that were applied in 2004 and 2005. In the other provinces,
the effects of legislative changes adopted in 2003-2004 are still having
a positive impact on the settlement of claims of years past.

Operating expenses were managed effectively again in 2005, as
the ratio of expenses to premiums shifted from 20.7% to 20.1%. The
success in this area owes to a number of positive steps, notably the
improved operational capacity derived from the telephone connection
of 400 insurance agents working in Desjardins caisses, which helped
improve efficiency gains in operations conducted outside Québec.
All of our Canadian operations achieved a high performance in 2005.

In 2005, profitability was significantly spurred on by investment
income, which was up $13 million over 2004 thanks to gains made on
disposals of bonds while interest rates remained low and also thanks
to returns generated on the stock markets, especially the performance
of Canadian securities. DGIG continued to implement its new strategy
of allocating assets in an effort to optimize investment performance
over the coming years. The management of DGIG’s assets has been
entrusted to its sister company, Desjardins Asset Management.
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SECURITIES BROKERAGE,
ASSET MANAGEMENT,
VENTURE CAPITAL AND OTHER
This fourth business segment brings together four highly specialized
fields of expertise. The activities performed by these components
are directly related to the Desjardins caisse network and Desjardins
Group’s various subsidiaries.

Securities brokerage activities are performed by Desjardins Securities.
Venture capital investing is carried out by Desjardins Venture Capital,
and asset management activities are conducted by Desjardins Asset
Management. Since first quarter 2005, Desjardins Asset Management’s
results have been included in this business segment, whereas in 2004,
they were presented in the Insurance, Trust Services, and Asset
Management segment. 

This segment also includes the results of Place Desjardins as well
as those of the not-for-profit entities such as Développement
international Desjardins, Fondation Desjardins, and Société historique
Alphonse-Desjardins. 

SECURITIES ACTIVITIES

Description
Desjardins Securities is Desjardins Group’s securities brokerage firm. It
provides individuals, institutional investors, businesses and governments
with the comprehensive line of products and services associated with
fully integrated brokerage firms. Individuals are served by Desjardins
Securities’ full-service brokerage and online brokerage (Disnat) divisions
and the Desjardins service network. Business and government needs

are met by the Group’s Corporate Finance, Fixed Income Group,
and Equity Capital Markets divisions. With a presence in all regions
of Québec, Desjardins Securities operates branches in Toronto,
North York, Ottawa, and Peterborough and has representatives
for institutional investors in Vancouver.

Industry
The industry did not experience significant changes in the past year.
The number of brokerage firms remained unchanged, while employment
levels rose 3%. As at November 30, 2005, the Canadian securities
industry consisted of 200 brokerage firms and 39,060 employees.
Despite the large number of players, the industry is quite concentrated.

The group of eight firms owned by the major Canadian banks
(full-service and online brokerage) posted the following statistics:

• 4% of the total number of firms
• 64% of total industry income
• 80% of total profits earned

The year 2005 was marked by developments on several fronts: natural
disasters, the long-term effects of the war in Iraq, steep price increases
in non-renewable energy and in all natural resources, a strong Canadian
dollar that had an impact on exporters, the ever-stronger presence of
“emerging” countries (China, India), and higher interest rates and their
effect on the overall cost of borrowing. All these factors affected the
overall performance of financial markets, which nevertheless performed
well at the end of the year. The industry as a whole benefited; over
the twelve-month period ended November 30, 2005, industry revenues
grew 9.1% while profit growth was limited to 2.4%.

TABLE 6  SUMMARY OF RESULTS

Selected data for the year ended December 31
(in millions of $)

2005 2004 2003

Net interest income $ (10) $ (9) $ 7
Other income 451 421 277
Non-interest expenses 405 370 313

Net earnings (loss) from continuing operations 36 42 (29)

Income taxes on surplus earnings 15 8 —

Non-controlling interests — — (10)

Discontinued operations — — 2

Net earnings (loss) for the year $ 21 $ 34 $ (37)
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Strategy

To help Desjardins Group achieve its objective of becoming
the largest wealth manager in Québec by offering a complete
line of quality financial products and advisory services to
its Canadian individual and institutional clients. Desjardins
Securities also seeks to support the growth of businesses
and entrepreneurs by rounding out the services offering of
Desjardins Group and by assuming a leadership role in selected
activity sectors. 

The following strategies will help us make our vision a reality, most
notably by:

• Realizing the firm’s full potential so that Desjardins Group can take
its rightful place in the securities brokerage industry.

• Developing our skills and the quality of our teams and products
in order to raise awareness of Desjardins among target clienteles.

• Strengthening human, technological, and organizational
infrastructures in order to foster growth in these areas and
maximize profitability.

• Providing a stimulating and respectful workplace for all employees,
thus making Desjardins Securities an employer of choice.

In 2006 we will begin implementing our new three-year strategic plan,
which was developed in close collaboration with the other components
of Desjardins Group. 

Outlook 
• To continue to give compliance and risk management issues all

the attention they need in support of the company’s business
development goals.

• To act as a major business development partner for the caisses.

• To turn Desjardins Securities into a frontline player in Québec
in personal brokerage services.

• To carry out a comprehensive business financing approach, selectively
following our business credit alignment strategy (Caisse centrale
Desjardins and Business Centres) and continuing the expansion
begun in 2005 by the Fixed Income Group in order to maximize
returns to the shareholder.

2005 ACHIEVEMENTS
• Major investments were made to grow resources and competencies and improve infrastructures. 
• Total revenues increased by 13.6%, compared with 9.1% for the industry as a whole.
• Assets under management grew from $16.5 billion to $18.8 billion, or close to 14%.
• A healthy contribution from activities outside Québec, which represented 19% of revenues in 2005. Of the revenues generated

by the institutional sectors, more than 69% came from outside Québec, of which 17% from the United States and Europe. 
• Desjardins Securities signalled its place among the major securities brokers in Canada by participating in the issues of major corporations

as a member of an underwriting syndicate, including a more comprehensive financial services offering involving, among others,
Caisse centrale Desjardins.

• For a second consecutive year, the TSX Exchange ranked Desjardins Securities in its listing of the ten most efficient brokerage firms,
both for its volume of securities traded and for their value.

• Based on its excellent performance in trading Government of Canada securities, Desjardins Securities now ranks among a select group
of “prime” brokerage firms working with the Bank of Canada.
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Analysis of the financial results
Total revenues stood at $257 million for the year ended December 31, 2005
compared to $226 million for 2004. This represents an increase of
nearly 14%. All segments contributed to the increase. Commission
and underwriting revenues were up 6% over the same period. The
other revenue categories, which include gains on inventory positions,
grew 44%. During the year, Desjardins Securities carried out more
than 1,640,000 transactions for its clients or for itself, 11% more than
in 2004.

In accordance with the development strategy adopted in 2001,
Desjardins Securities continued to make investments to raise its profile
in current markets and penetrate new markets. This resulted in a
fourth consecutive year of total revenue growth.

The net loss for the year amounted to $11.1 million, compared to a
net loss of $0.1 million for 2004. Remuneration paid to the Desjardins
caisse network was $19.8 million, up $3.5 million over 2004.

Profitability was affected by the substantial human resources
expenditures needed to support growth and by expenses associated
with business development.

As at December 31, 2005, Desjardins Securities’ assets totalled
$5.2 billion, up $2.5 billion over the previous year. Equity totalled
$41.7 million, and assets under management came to $18.8 billion,
a 14% increase over 2004. Desjardins Securities complies with all
the capital-related regulations imposed by self-regulatory organizations.

TABLE 7  DESJARDINS SECURITIES 

Selected data for the year ended December 31
(in millions of $ and in numbers)

2005 2004 2003

Assets under administration $ 18,834 $ 16,478 $ 13,827
Total revenues 257 226 170

Net loss $ (11.1) $ (0.1) $ (4)

Points of service 41 42 38
Total number of employees 1,275 1,232 1,070

In Québec 1,119 1,063 917
Outside Québec 156 169 153
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ASSET MANAGEMENT  

Description
Desjardins Asset Management (DAM), a subsidiary of Desjardins Group,
is a group of investment experts known for creating value and
innovation in its management, advisory, and product development
services. In partnership with its clients, Desjardins Asset Management
exercises its leadership so as to contribute fully to its clients’ success
and to meet all of their investment needs, while upholding Desjardins
Group’s values. 

Desjardins Asset Management has approximately 170 professionals
working in the Montréal, Québec City, Toronto and Vancouver offices.
They are assigned to three investment areas: securities investments and
financial engineering, mortgage investments and business financing,
and real estate investments.

Desjardins Asset Management manages more than $35 billion
primarily from the equity of insurance subsidiaries and from
management authorization assignments entrusted to it by other
Desjardins Group components. 

Industry 
In the coming years, the asset management and investment industry
will face the challenge of delivering satisfactory returns in a climate
marked by low interest rates and potential declining stock market
returns as well as a global savings surplus and weak inflation. In addition,
the mortgage and real estate investment sectors will have to deal
with an increasingly competitive environment where demand
exceeds supply. 

Strategy

Desjardins Asset Management aims to meet all the investment
needs of its Desjardins Group partners.

In accordance with the 2006-2008 plan, the following strategies
will help give shape to the subsidiary’s vision:

• Play an advisory role in terms of asset management with its
Desjardins Group partners;

• Maintain solid expertise in asset management and adapt this
expertise to client needs;

• Continue to develop its multi-management activities and seek
out the top managers;

• Focus on developing investment and savings products that
have enjoyed success in the past;

• Continue to broaden geographic diversification by staying
apprised of potential partnerships.

Outlook 
In 2006, Desjardins Asset Management plans to:

• create new institutional funds;

• develop investment, savings, and payout products;

• grow volume and further diversify the mortgage loan portfolio
by asset category and by region;

• increase the critical mass and level of geographic diversification
of the real estate investment portfolio.

2005 ACHIEVEMENTS
• Desjardins Asset Management:

- continued to implement its multi-management activities initiated in 2004;
- continued to set up a highly specialized team centered around the needs of its clients;
- continued to develop savings products and grow business outside Québec. 

• The securities investment segment experienced a year in which securities lending charted unprecedented results, multi-management took
major steps forward, and portfolio management enjoyed solid performance. Seven new institutional funds, notably Canadian, American,
and Global Equity Funds, were created in 2005 by Desjardins Global Asset Management. 

• The real estate investment sector alone produced significant current returns of 9%. 
• Despite fierce competition among lenders in Canada in 2005, the mortgage investment segment posted a record amount of subscriptions

for mortgage and business loans (more than $450 million), thereby meeting the greater needs of its main partner, Desjardins Financial Security.
• Desjardins Asset Management continued developing business across Canada so that, as at December 31, 2005, 63% of its mortgage

portfolio and 40% of its real estate assets under management were located outside Québec.
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Analysis of the financial results
At $68 million, fee income was up 11% from 2004. This increase is
mainly attributable to the increase in amounts outstanding of indexed
term savings products sold by the caisse network and to the
implementation of multi-management funds.

At $4 million, operating expenses were also up 11% from 2004. After
landing additional mandates, Desjardins Asset Management had to add
personnel to existing sectors and create new sectors in order to optimally
satisfy client needs. Consequently, Desjardins Global Asset Management,
a subsidiary of Desjardins Asset Management, welcomed a team from
Desjardins Trust so that it could properly carry out its multi-management
mandate. The implementation of a multi-management fund also
contributed to the higher operating expenses.

The 36% increase in assets under management essentially stems from
the increase in Alternative Term Savings products outstanding and
Perspectives Plus Term Savings products outstanding and from changes
in the market value of other securities and real estate assets, and
in mortgage loans and securities lending. Securities loans outstanding
rose 123%; this asset category is subject to significant fluctuation.
Of the $35.8 billion in assets under management, Desjardins Asset
Management manages more than $5.5 billion in alternative investments
through its Desjardins Global Asset Management subsidiary. During
January 2006, Desjardins Asset Management repatriated the management
of a bond fund valued at approximately $765 million. In addition, since
January 17, 2006, Desjardins Global Asset Management is the portfolio
advisor of all the Desjardins Funds. As at December 31, 2005, the
amount outstanding of all these funds stood at $8.4 billion.

VENTURE CAPITAL ACTIVITIES 

Description
Desjardins Venture Capital (DVC) manages nine funds: the six
Desjardins regional investment funds, Desjardins Venture Capital, L.P.,
Desjardins–Innovatech, S.E.C., and Capital régional et coopératif
Desjardins (a publicly-traded company founded by Desjardins Group
in 2001, with authorized capitalization expected to reach $1.3 billion
by 2011). As a manager, Desjardins Venture Capital is mandated to
provide the owners of funds under management with the expected
rate of return and ensure that the specific objectives set by each
of these funds are met. 

In accordance with the mission of its nine funds under management
and to become a veritable partner of entrepreneurs, Desjardins Venture
Capital operates 18 offices across Québec (primarily in Business
Centres). This strategy is complemented by a structure of specialized
business segments. 

DVC’s investment managers, regardless of whether their mandate
is regional or segment-based, have an excellent understanding of
business issues affecting companies, provide entrepreneurs with
innovative financing packages, and give them access to extensive
business networks and markets.

TABLE 8  DESJARDINS ASSET MANAGEMENT

Selected data for the year ended December 31
(in millions of $)

2005 2004 2003

Fee income $ 68 $ 61 $ 48
Operating expenses 39 35 27
Net earnings 21 20 15
Assets managed internally 32,849 23,420 19,540
Assets managed externally 2,905 2,909 5,975
Total assets under management 35,754 26,329 25,515



Industry
2005 was a year of transition for the venture capital industry in
Québec. Investments grew 12%, rising from $635 million in 2004
to $710 million in 2005. Reinvestments made up two-thirds of the
activities in 2005. Investment in the life sciences sector climbed 12%
in 2005, compared to a 34% decline in 2004. Investment in all other
sectors experienced a slight increase. 

Desjardins Venture Capital was very active in expanding its market
share in this industry in transition, in which volumes were up for a
second consecutive year. It was also involved in five of the ten largest
investment activities in Québec in 2005. 

The realignment of the Québec industry, which started in 2004,
is unfolding slowly. In 2005, most of the industry players finished
redirecting their targets in terms of investments and portfolio structure.
The initiative of the regional economic intervention funds (FIER) and
of certain other players associated with the creation of specialized funds
and the arrival of foreign investors began to yield results. In fact, several
specialized funds have been created or recapitalized, and this trend
is expected to continue in 2006.

In terms of disinvestments, mergers and acquisitions exhibited a dynamic
pace and stock markets followed an upward trend. This climate was
conducive to several disinvestments in 2005 and augured well for
a more positive 2006.

Strategy

Through its service offering designed to complement that
of the Business Centres and its direct collaboration with
the Fédération’s Corporate Market Group, Desjardins Venture
Capital develops and markets integrated capital financing
products to support companies at every stage of their
development. It also contributes to Desjardins Group’s
goal of becoming the leading partner of businesses,
particularly SMEs.

To contribute actively to the economic development of
Québec, it aims to manage other specialized funds that will
enable it to carry out its mission.

As part of the 2006-2008 Strategic Plan, the following strategies
will help Desjardins Venture Capital to achieve its vision:

• Enable Business Centres to provide financing in the form of venture
capital, development capital and growth capital;

• Become known for its achievements in the financing of business
transfers to show that, in Québec, Desjardins is the only financial
institution able to offer entrepreneurs the complete line of financial
products to meet their needs;

• Develop a customized offer to finance cooperatives and use the
strength of cooperation to promote the creation of worker
shareholder cooperatives as a tool to facilitate business transfers;

• Develop a solid partnership with entrepreneurs while actively helping
to achieve their business plans;

• Use new specialized funds to support the Greater Montréal area’s
strategic priorities and to grow its presence on the Canadian market.

Outlook
As part of its 2006-2008 Strategic Plan, Desjardins Venture Capital will
have demonstrated its ability to surpass profitability objectives for the
funds under management, an achievement which will enable it to
market itself as the leading manager of specialized funds in Québec.

Through its entrepreneurial approach, financial expertise and the
networks of its investment managers, Desjardins Venture Capital
will foster close relationships and complementarity for the benefit
of its partners and in accordance with the mission of its funds
under management. 

2005 ACHIEVEMENTS
• New commitments totalling $158 million in 163 companies.
• Increase in market shares in an industry in transition.
• Involved in five of the ten largest investment activities in Québec.
• Partner of 217 companies and cooperatives, which allowed for close to 29,000 jobs to be created or maintained.
• Net earnings for a second year in a row.
• Distribution of $50 million in capital to caisses.
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Analysis of the financial results
DVC’s investment and reinvestment activities associated with all
the funds under management translated into commitments totalling
$158 million in 163 companies and cooperatives in Québec. Of this
amount, $152 million was paid out in 2005. Two major investments
made by Capital régional et coopératif Desjardins represented more
than 36% of the investment activity; they are the commitment of
$25 million in the regional economic intervention fund, Partenaires,
as well as the investment of $30 million in Desjardins–Innovatech,
S.E.C. in partnership with the Government of Québec. Desjardins
Venture Capital also manages Desjardins–Innovatech, S.E.C. The
financial data of Capital régional et coopératif Desjardins and
Desjardins–Innovatech, S.E.C. do not appear in the Group’s books.

As at December 31, 2005, the assets of nine funds under management
stood at $750 million compared to $660 million one year earlier, up
13.6%. The growth in assets under management in the last two years is
primarily attributable to the annual capital raising carried out by Capital
régional et coopératif Desjardins, which resulted in $100 million in 2005
and $101 million in 2004; this company now represents 82.3% of
funds under management. Desjardins Venture Capital also distributed
$50 million in capital to the caisses in 2005, which reduced the assets
under management of Desjardins Group by the same amount.

Since spring 2004, the portfolio directly held by Desjardins Venture
Capital began a disinvestment phase. Investments paid out during
the year totalled $5 million, a level comparable to that of 2004. They
consisted primarily of reinvestments made to support entities already
in the portfolio. DVC’s sustained efforts enabled the disposal of several
investments and inflows of close to $65 million in 2005 compared
to $25 million in 2004. 

The year 2005 ended with net earnings of $4 million compared
to $8 million in 2004. These lower results are attributable to the
decline in the investment portfolio that slid from $136 million as
at December 31, 2004 to $82 million as at December 31, 2005.
The potential for gain therefore gradually shrinks. Traditional sectors
continued to perform well. Also, the new technologies sector is
now undergoing a recovery after several difficult years, while the
biotechnology sector remains fragile. 

TABLE 9  DESJARDINS VENTURE CAPITAL – ASSET MANAGEMENT ACTIVITIES

Selected data for the year ended December 31
(in millions of $ and in numbers)

2005 2004 2003

Assets under management
Desjardins Group $ 133 $ 179 $ 184
Third parties 617 481 382

Total $ 750 $ 660 $ 566

Business partners 217 176 165
Investments made during the year $ 158 $ 127 $ 86

TABLE 10  DESJARDINS VENTURE CAPITAL

Selected data for the year ended December 31
(in millions of $)

2005 2004 2003

Investments, on the books $ 82 $ 136 $ 144
Equity 101 147 138
Investments paid out during the year 5 5 21
Proceeds on the disposal of investments during the year 65 25 5

Net earnings (net loss) for the year $ 4 $ 8 $ (51)
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Total income consists of net interest
income and other income. At the end
of 2005, total income was $9,071 million,
an increase of $607 million or 7.2%
relative to 2004.

Net interest income rose $158 million
or 5.5% as a result of sustained
business growth stemming from strong
financing activity in the Personal and
Commercial segment. 

Other income accounted for the lion’s
share (74%) of the increase in total
income and totalled $6,027 million
in 2005, up $449 million or 8%
over the previous year. Other income
represents 66.4% of total income, a
higher percentage than that of 2004.
The increase in other income stems
in part from a $284 million or 8.7%
increase in net insurance premiums;

a $59 million or 17.2% increase in income drawn from brokerage
services and investment and trust funds; and a $34 million or 14.8%
increase in lending fees and credit cards.

Net interest income
As presented in Note 24 to the Combined Financial Statements, which
presents segment-by-segment information, net interest income comes
almost exclusively from the Personal and Commercial segment. The
following analysis and comments on net interest income deal only with
this segment.

Net interest income is the difference between interest income earned
on assets (such as loans and securities) and the interest expenses related
to liabilities (such as deposits, borrowings, and subordinated debentures).
It is affected by interest rate fluctuations, fund supply strategies,
and by the composition of interest-bearing or non-interest-bearing
financial instruments.

Table 12 provides a detailed breakdown of the change in net interest
income of the Personal and Commercial, showing the changes for
the main asset and liability classes. Table 13 on page 66 shows how
the effects of the changes in volume and interest rates of the different
assets and liabilities impacted the interest spread.

TABLE 11  TOTAL INCOME

For the year ended December 31
(in millions of $ and as a %)

2005 2004 2003

Net interest income $ 3,044 33.6 % $ 2,886 34.1 % $ 2,854 36.9 %
Other income 6,027 66.4 5,578 65.9 4,882 63.1

$ 9,071 100.0 % $ 8,464 100.0 % $ 7,736 100.0 %

REVIEW OF THE COMBINED FINANCIAL STATEMENTS
ANALYSIS OF THE RESULTS
TOTAL INCOME

HIGHLIGHTS
• Total income of $9,071 million, an improvement of 7.2%. 
• Net interest income of $3,044 million, up 5.5% due to growth in Personal and Commercial segment activities.
• Other income rose $449 million or 8.0%.
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As at December 31, 2005, net interest income for the Personal and
Commercial segment totalled $3,048 million, $145 million or 5%
more than the previous year. This growth is primarily attributable
to the positive change in this segment’s business volume, which
generated growth of net interest income of $263 million, while the
decline of 9 basis points in the net interest margin, which stood at
3.20% in 2005, reduced total net interest income by $118 million. 

As shown in Table 13 on page 66, net interest income was up
$271 million or 5.9%; growth of $6.6 billion, or 8.1%, in average
interest-bearing assets added $385 million, while the contraction of
11 basis points in the average return of these assets reduced interest
income by $114 million. This improvement essentially results from
sustained growth in the average volume of credit activities, which
jumped $6.5 billion or 9.1%, as a result of sustained growth in
business and a solid performance in financing activities. Demand
for residential mortgage credit was fuelled by the vitality of the home
resale market. The sharp rise in average selling prices over the last
few years also had an impact. 

Interest expense showed an increase of $126 million or 7.4% to total
$1,830 million. Growth of $5.7 billion or 7.4% of our supply of funds
through deposits, borrowings, and subordinated debentures added
$122 million in additional interest charges, while the average cost
of these funds remained identical to last year, at 2.24%.

Thanks to the quality and broad range of its financial products, the
Personal and Commercial segment was able to make the most of
its expertise, thereby fostering new value-added business opportunities.
This dynamic growth, coupled with a prudent and efficient rate risk
management strategy through the matching of assets and liabilities,
contributed positively to net interest income. With the net interest
income optimization and stabilization strategy deployed over the
past few years, and with the excellent quality of its loan portfolio,
the Personal and Commercial segment posted net interest income
of $3,048 million, or 3.2% when presented as a percentage of
average assets. 

TABLE 12  NET INTEREST INCOME ON AVERAGE ASSETS AND LIABILITIES(1)

Personal and Commercial segment

For the year ended December 31
(in millions of $ and as a %)

2005 2004

Average Average Average Average 
balance Interest rate balance Interest rate

Assets
Interest-bearing assets

Securities, cash and deposits 
with financial institutions $ 11,588 $ 330 2.85 % $ 11,441 $ 332 2.90 %

Loans 77,248 4,548 5.89 70,776 4,275 6.04

Total interest-bearing assets 88,836 4,878 5.49 82,217 4,607 5.60
Other assets 6,541 — — 6,050 — —

Total assets $ 95,377 $ 4,878 5.12 % $ 88,267 $ 4,607 5.22 %

Liabilities and equity
Interest-bearing liabilities

Deposits $ 80,229 $ 1,747 2.18 % $ 74,516 $ 1,616 2.17 %
Borrowings and subordinated debentures 1,531 83 5.42 1,576 88 5.58

Total interest-bearing liabilities 81,760 1,830 2.24 76,092 1,704 2.24
Other liabilities 7,941 — — 6,907 — —
Equity 5,676 — — 5,268 — —

Total liabilities and equity $ 95,377 $ 1,830 1.92 % $ 88,267 $ 1,704 1.93 %

Net interest income $ 3,048 $ 2,903

As a percentage of average assets 3.20 % 3.29 %

(1) The difference between the average assets in the Personal and Commercial segment according to Table 3 on page 42 and this table is due primarily to the loans and deposits
concluded with entities of the other segments, which have been eliminated in the combined results.
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Other income
Other income is all income not classified as net interest income. In
2005, other income stood at $6,027 million, up $449 million or 8%
over 2004. Other income accounted for 66.4% of total income, an
increase over the 65.9% of 2004.

Strong growth in net premium income (the insurance and annuity
premiums from life and health insurance and general insurance activities)
contributed greatly to the increase in other income. Excellent business
growth by our subsidiaries accounts for the rise in net premiums. Net
premium income, which represents the largest single component of
other income, at 58.9%, posted an increase of $284 million or 8.7%
compared to the results of 2004. 

Life and health insurance activities, carried on by Desjardins Financial
Security, produced insurance and annuity premiums of $2,300 million,
a 10.1% increase over 2004. Growth in group insurance was particularly
robust, enjoying a sharp increase over 2004 and reaching a premium
volume of $1,543 million. Premiums from group insurance products
for Desjardins Group members increased $28 million. In personal
insurance, premium volume stood at $362 million, up 2.8% over last
year. In addition, the volume of premiums collected from products
made available to members of the Desjardins caisses recorded an
increase of 11.5% to settle at $87 million. 

Gross premiums written in the General Insurance segment, an area
of expertise of Desjardins General Insurance Group (DGIG), were
$1,405 million, 2.6% above last year. Insurance offered to group
members posted the sharpest growth, as premiums increased 6%
since 2004. The volume of premiums sold within the Desjardins Group
network climbed from $638 million in 2004 to $654 million in 2005,
representing 47% of DGIG’s total premiums. Net premiums earned
in the General Insurance segment stood at $1,366 million, up 6.2%
from 2004.

Deposit and payment service charges were similar to those recorded
in 2004.

Revenues from lending fees and credit cards, composed mainly of
credit card service charges, totalled $263 million in 2005, up 14.8%
over the previous year. The growth reflects the ease of use associated
with credit card payment solutions and the improved accessibility of
the Accord D financing service offered within the caisse network and
by many merchants across Canada. VISA Desjardins business volume
stood at $11.2 billion, up 15.5% from last year. The number of cards
reached 3.4 million.

TABLE 13  IMPACT ON NET INTEREST INCOME OF CHANGES IN BALANCES AND RATES

Personal and Commercial segment

For the year ended December 31
(in millions of $ and as a %)

2005-2004 Increase (decrease)

Change in Change in Average Average
average volume average rate Interest volume rate

Assets
Securities, cash and deposits with financial institutions $ 147 (0.05)% $ (2) $ 4 $ (6)
Loans 6,472 (0.15) 273 381 (108)

Change in interest income $ 271 $ 385 $ (114)

Liabilities
Deposits $ 5,713 0.01 % $ 131 $ 125 $ 6
Borrowings and subordinated debentures (45) (0.16) (5) (3) (2)

Change in interest expenses $ 126 $ 122 $ 4

Change in net interest income $ 145 $ 263 $ (118)
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Revenues from brokerage, investment fund and trust services
amounted to $403 million, an increase of 17.2% over 2004. This
increase is partially attributable to securities brokerage underwriting
commissions that grew 6%, owing to increased volume of stock
market transactions, while underwriting income also rose 6%.
Desjardins Securities conducted over 1,640,000 transactions in 2005,
either for itself or on behalf of its clients, 11% more than in 2004.
Growth in other income also stemmed from fee income drawn from
investment fund and trust activities, thanks to growth in amounts
outstanding. For example, Desjardins Funds outstanding jumped 27%
as at December 31, 2005 as compared to one year earlier, to post
$8.4 billion. Also relevant was the solid performance in total net sales
of Desjardins Funds, which reached $1.2 billion in 2005, the second
best performance in its history. The positive effect of the financial
markets explains the strong growth in amounts outstanding. 

Income from trading and investment activities, consisting in part
of gains on derivative products and investment income, came to
$948 million in 2005, posting a year-over-year improvement of
$19 million or 2%.

The “Other” category of income stood at $449 million in 2005,
increasing $38 million or 9.2% from 2004. This increase is explained
primarily by the increase in fee income related to the management of
assets arising in part from the growth in indexed term savings products
outstanding sold by the caisses and in part by the implementation
of multi-management funds. Growth in foreign exchange revenue
also contributed to the increase in “Other income.” 

58.9%
Net premiums

4.4 %
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(1) The difference between the total results and the
total of the operating segment results is due to
intersegment transactions.

TABLE 14  OTHER INCOME

For the year ended December 31
(in millions of $ and as a %)

2005 2004 2003

Net premiums $ 3,547 $ 3,263 $ 3,007
Deposit and payment service charges 417 402 393
Lending fees and credit card service revenues 263 229 190
Brokerage, investment fund and trust services 403 344 248
Trading and investment activities 948 929 688
Other 449 411 356

$ 6,027 $ 5,578 $ 4,882

Growth in other income 8.0 % 14.3 % 18.0 %

Other income as a percentage of total income 66.4 % 65.9 % 63.1 %

NET PREMIUMS(1)

(M$)
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NON-INTEREST EXPENSES

At the end of 2005, non-interest expenses totalled $7,464 million,
compared to $6,863 million in 2004, up 8.8%. This increase of
$601 million comes primarily from the substantial growth in business
volume. As shown in Table 15, the primary factors behind the increase
are claims, benefits, annuities and changes in insurance provisions, for
$282 million, salaries and fringe benefits, for $120 million, and other
expenses, for $132 million.

Desjardins Group calculates productivity from the results of the
Personal and Commercial segment, to which is added the share of
earnings generated by the caisses’ investments in the subsidiaries,
which came to $296 million in 2005. This indicator expresses the ratio
of operating expenses to total income as a percentage. The ratio was
68.1%, which is slightly less than the 67% level of the previous year.
Despite the 6.1% growth in total income, including the earnings of the
subsidiaries, the decline in the productivity ratio is mainly attributable
to the greater growth in non-interest expenses in the Personal and
Commercial segment, which rose by 7.8%. 

HIGHLIGHTS
• Non-interest expenses excluding claims, benefits, annuities and changes in insurance provisions totalled $4,212 million, an 8.2% increase.
• The productivity ratio achieved in the Personal and Commercial segment was 68.1% in 2005, compared to 67% in 2004.

TABLE 15  NON-INTEREST EXPENSES

For the year ended December 31
(in millions of $ and as a %)

2005 2004 2003

Claims, benefits, annuities and changes in insurance provisions $ 3,252 $ 2,970 $ 2,974

Salaries and fringe benefits
Salaries 1,729 1,640 1,497
Fringe benefits 375 344 292

2,104 1,984 1,789

Premises, equipment and furniture, including depreciation
Technology 86 82 82
Depreciation 135 135 130
Other 148 121 131

369 338 343

Outsourcing of processing services 315 295 250

Communications 228 212 198

Other
Business and capital tax and deposit insurance premiums 156 146 138
Sponsorships 58 52 43
Employee training 32 35 30
Deposit-related expenses 44 46 39
Commissions 245 210 166
Other personnel-related expenses 58 51 44
Other expenses 603 524 480

1,196 1,064 940

$ 7,464 $ 6,863 $ 6,494

Productivity ratio – Personal and Commercial segment 68.1 % 67.0 % 68.7 %
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Claims, benefits, annuities and changes in insurance provisions
Claims, benefits, annuities and changes in insurance provisions totalled
$3,252 million, or $282 million more than in 2004. They represent
43.6% of all non-interest expenses, as opposed to 43.3% in the
previous year. 

In life and health insurance, Desjardins Financial Security posted
expenses of $2,269 million, up $183 million, or 8.8%, from 2004;
growth in group business over the past few years and the closing
of indexed savings products in 2005 explain this increase. 

In general insurance, Desjardins General Insurance Group posted
expenses of $983 million, up $99 million, or 11.2%, over the previous
year’s results. This rise resulted essentially from the increase in the costs
of home insurance claims, caused by several heavy rainstorms across
Canada throughout 2005.

Salaries and fringe benefits
Expenditures for salaries and fringe benefits increased by $120 million,
or 6%, to reach $2,104 million in 2005. This line item represents
28.2% of Desjardins Group’s total non-interest expenses, compared
to 28.9% in the previous year.

Total payroll was $1,729 million, versus $1,640 million for 2004,
an increase of $89 million. This 5.4% growth is attributable primarily
to the general increase in the level of salaries following the annual
indexation, to the hiring of personnel needed to sustain growth in
business volume, and to the integration of Desjardins Credit Union
as of January 1, 2005. 

Costs associated with fringe benefits rose by $31 million, from
$344 million in 2004 to $375 million in fiscal 2005. This 9% growth
is a result of the increase in future benefits plans, which is described in
Note 18 to the Combined Financial Statements. Thus the costs associated
with the defined benefits of retirement plans rose by $30 million to
total $180 million in 2005, while the charge of $45 million for other
plans remained substantially the same. 

In accordance with the Act respecting the disclosure of the compensation
received by the executive officers of certain legal persons, Desjardins
Group publishes the compensation earned by its five most highly
paid senior executives.

Table 16 on page 70 provides detailed information on the individual
remuneration paid to these executives for the year ended
December 31, 2005.

Other expenses
At the end of 2005, expenses related to premises, equipment and
furniture, including depreciation, totalled $369 million, or $31 million
more than the previous year’s figure of $338 million. The increase
reflects in part the extra costs for leased sites and other expenses related
to premises, which were caused by the strategic orientations related to
the physical restructuring of our distribution network so that we will be
able to meet the needs of our members and clients in an efficient
manner. For example, the integration of Desjardins Credit Union’s
32 points of service in Ontario starting on January 1, 2005, contributed
to the rise in expenses for premises.

Fees incurred on partnership agreements for the management of
IT operations were up $20 million, or 6.8%, over the previous year
as a result of major growth in the financial transactions performed by
members and clients. Expenditures on communications, which include
telephony, advertising, messenger services and stationery, rose by
$16 million, or 7.5%, to a total of $228 million in 2005. This growth
is primarily attributable to advertising and public relations, but also
to messenger services. 

Other expenses amounted to $1,196 million, up $132 million
from 2004. This increase springs from a variety of sources, principally
an increase of $35 million in commissions paid to increase business
volume, of which $15 million was paid by Desjardins Financial Security
and $14 million by Desjardins Securities; and also from expenditures,
in excess of $29 million, related to professional fees for various strategic
projects. The integration of Desjardins Credit Union in 2005, coupled
with sustained business volume growth in several of Desjardins Group’s
segments, contributed to the hike in other operating expenses. 
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Income and other taxes
Income taxes on surplus earnings include the income taxes on the
activities carried out by Desjardins Group’s various entities. 

Unlike most other financial institutions, which are large public corporations,
Desjardins Group is a decentralized cooperative financial group in which
each of the entities that is a financial service cooperative–primarily the
caisses, Caisse centrale Desjardins, the Fédération des caisses Desjardins
du Québec, the federation in Ontario and Desjardins Credit Union–is
considered a private and independent company. Each caisse is therefore
subject to the tax regulations applicable to private companies. Legislation
has made these regulations adaptable to enable the caisses to accumulate
a sufficient general reserve to serve as a capital base for the protection
of members’ deposits. When the general reserve reaches the level
specified in the legislation, the caisse is subject to the same tax rates
as those applicable to large companies. Furthermore, the caisses are
subject to a tax on capital, based on a formula adapted to cooperative
financial organizations.

Moreover, most of the Desjardins Group companies that are
not financial services cooperatives have public corporation status
and, as such, are subject to the tax regulations that apply to
public corporations.

Indirect taxes consist of income taxes and taxes on capital, property
and business taxes, taxes on payroll and fringe benefits, the goods
and services tax (GST) and sales taxes. Indirect taxes are included in
non-interest expenses.

In 2005, the entities of Desjardins Group paid close to $877 million
in direct and indirect taxes.

TABLE 16  THE FIVE MOST HIGHLY PAID SENIOR EXECUTIVES

Incentive plan(1) Other Other annual
Salary Annual Long-term benefits benefits

Name and main responsibilities $ $ $ $ $

Mr. Alban D’Amours
President and Chief Executive Officer 
Desjardins Group 882,492 438,069 —(2) N/A (4)

Mr. Bertrand Laferrière
President and Chief Operating Officer
Fédération des caisses Desjardins du Québec 546,078 246,936 347,013(3) N/A (4)

Ms. Monique F. Leroux
Senior Executive Vice-President and 
Chief Financial Officer of Desjardins Group 455,000 164,141 415,684(3) N/A (4)

Mr. Jean-Guy Langelier
President and Chief Operating Officer
Caisse centrale Desjardins and 
Chief of the Treasury of Desjardins Group 387,762 143,665 136,253(3) 60,000(5) (4)

Mr. Jude Martineau
President and Chief Operating Officer
Desjardins General Insurance Group 409,920 198,504 N/A N/A (4)

(1) Amounts are paid in cash in the year following the year in which they are earned.
(2) As President and Chief Executive Officer of Desjardins Group, Mr. D’Amours has asked to be excluded from the long-term bonus plan.
(3) Participant in the integrated management incentive bonus plan, which combines short- and long-term bonuses. The bonus available under the plan is determined at the end 

of each year based on the extent to which the objectives set at the beginning of the year have been met (annual) and on Desjardins Group’s overall performance (long-term). 
For a given year, 40% or 50% of the available bonus is payable in cash, and the balance (long-term) is not vested and remains at risk based on the results of the Group. 
The bonus portion thus accrued but not earned is generally not paid out until death, retirement, or disability.

(4) The personal benefits awarded to the senior executives over the course of the year did not exceed the lesser of 10% of their annual salary plus bonus, or $50,000.
(5) Related to his responsibilities as President and Chief Executive Officer of Desjardins Credit Union.
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Impaired loans
Loans are considered impaired when, in Management’s opinion, there
is reasonable doubt as to the collectibility of the principal or interest.
All loans 90 or more days past due fall into this category, unless the
loan is fully secured or in the process of collection. Finally, a loan is
considered impaired when it is contractually more than 180 days
in arrears.

The volume of gross impaired loans declined steadily since last year,
going from $401 million (in 2004) to $327 million (in 2005). As
Table 17 on page 72 shows, gross impaired loans outstanding now
represent 0.39% of the gross loan portfolio. These results are primarily
attributable to the economy’s excellent performance of recent years,
combined with sound management of loans, weak interest rates, and
the strength of the real estate markets (residential and non-residential). 

The net balance of impaired loans, which is the gross amount
of these loans less the specific provision related to these loans,
decreased $43 million, sliding from $253 million at the end of 2004
to $210 million in 2005.

In 2005, our ratio of impaired loans hit a historic low.

2006 Outlook
Despite a sound economic environment expected for 2006, certain
potential risks could lead to an increase in impaired loans. Such risks
include the strength of the Canadian dollar, the likelihood of a steep
rise in the price of oil, and the possibility of a greater-than-expected
increase in interest rates due to inflation in the U.S.

Provisions for credit losses
When a loan has become impaired, the reduction in carrying amount
should be recorded in the results for the period in which the
impairment is identified.

In 2005, Desjardins Group made a $96 million charge for provisions for
credit losses, compared to $94 million in 2004. This charge represents
0.12% of the average gross loans, compared to 0.13% in 2004.

2006 Outlook
This ratio could experience an increase for the same reasons
as those mentioned in the section on impaired loans.

CREDIT QUALITY

HIGHLIGHTS
• A decrease of $74 million in gross impaired loans outstanding and of 0.14% in the ratio of gross impaired loans.
• Ratio of credit losses of 0.12%.
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Cumulative provision for credit losses 
The cumulative provision for credit losses in the balance sheet is
maintained at a level high enough to absorb Management’s best
estimate of risks related to the loan portfolio, given its assessment
of economic conditions. It is decreased by actual write-offs, net
of recoveries, and increased by provisions for credit losses charged
to the Combined Statements of Income. In the Combined Balance
Sheets, it is deducted from the appropriate assets and is made up
of two components, specific provisions and a general provision. 

Specific provisions
When Management identifies a loan as impaired, the loan’s carrying
value is adjusted to reflect its estimated realizable value and to determine
if a specific provision should be taken on the loan. No specific provision
is taken on credit card balances; they are written off completely when
no payment has been received for a period of 180 days. 

As at December 31, 2005, specific provisions stood at $117 million
($148 million in 2004). This balance represents 35.8% of the gross
impaired loan portfolio, as against 36.9% on the year-earlier date.

General provision
The general provision is maintained at a level high enough to reflect
Management’s best estimate of provisions for credit losses with regard
to loans not yet identified as impaired. 

To determine the required level of the general provision, Desjardins
Group uses an internal model to estimate the potential losses in the
loan portfolio, excluding impaired loans. It also provides a risk estimate
for each loan category, taking into account portfolio changes over
time and the impact of credit risk relating to the business cycle. 

As at December 31, 2005, the general provision totalled $605 million
(unchanged from 2004).
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TABLE 17  IMPAIRED LOANS BY CATEGORY OF BORROWER

As at December 31
(in millions of $ and as a %)

2005 2004 2003

Specific
Gross Gross provisions for Net impaired Net impaired Net impaired
loans impaired loans credit losses loans loans loans

Residential mortgages $ 48,505 $ 70 0.14 % $ 12 $ 58 $ 60 $ 79
Consumer, credit card, and other personal loans 14,411 69 0.48 33 36 34 32
Business and government 20,278 188 0.93 72 116 159 226

Total $ 83,194 $ 327 — $ 117 $ 210 $ 253 $ 337

As a percentage of gross loans — — 0.39 % — — — —

TABLE 18  SPECIFIC COVERAGE RATIO(1)

As at December 31
(as a %)

2005 2004 2003

Residential mortgages 17.1 % 24.1 % 27.5 %
Consumer, credit card, and other personal loans 47.8 51.4 56.2
Business and government 38.3 36.9 43.8

Total 35.8 % 36.9 % 42.3 %

(1) The specific coverage ratio is equal to the sum of the specific provisions for each of the impaired loans, divided by the total balance of gross impaired loans.
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Total assets
As at December 31, 2005, Desjardins Group’s total assets were
$118.1 billion, up $11.6 billion, or 10.9%, in one year, of which
$1.5 billion is attributable to the integration of the activities of Desjardins
Credit Union into the financial statements of Desjardins Group since
the first quarter of the year, compared to the growth of $10.2 billion,
or 10.6%, seen at the end of 2004. Desjardins Group’s expansion thus
continued at a very steady rate, thanks to the strength that the Group
has demonstrated in supplying credit to individuals and companies
and also in its growth in savings recruitment.

Despite some adverse tendencies that the economies of Québec and
Ontario faced in 2005–among others, the moderate rise in leading rates,
the dramatic escalation in the price of oil, the significant appreciation
of the Canadian dollar, the slowdown in the residential construction
sector, and increasingly fierce competition from abroad–their growth
did not suffer heavily. Measured in terms of real GDP, economic growth
in Québec and Ontario should come close to the figures reported
in 2004, which approximated 2% and 3%, respectively. Among the

sectors that contributed to this increase,
household expenditures and business
investment were instrumental.

Desjardins Group continued to play
a leading role on the socioeconomic
stage in 2005. It performed well in the
sectors that have demonstrated vitality,
working together with many of its
members and clients to achieve their
various objectives in the areas of wealth
financing and insurance coverage
management. It reaped the rewards
of this involvement in economic activity
in 2005, not only in terms of growth
but also in its market share.

ANALYSIS OF THE FINANCIAL SITUATION
BALANCE SHEET MANAGEMENT

HIGHLIGHTS
• 2005 was marked by the third consecutive annual increase of almost 10% in Desjardins Group’s financing activities.
• In 2005, Desjardins Group came closer to the objective of a 25% market share that it had sought to achieve in 2006 in the area of business

financing in Québec.
• Desjardins Group’s off-balance sheet savings products jumped 18.4% in 2005, for a total of $30.7 billion.

TABLE 19  CONDENSED BALANCE SHEET

As at December 31
(in millions of $ and as a %)

2005 2004 2003

Assets
Cash and deposits with financial institutions $ 1,296 1.1 % $ 1,325 1.2 % $ 1,389 1.4 %
Securities 23,114 19.6 20,006 18.8 19,461 20.2
Securities borrowed or acquired under 

a reverse repurchase agreement 2,210 1.9 774 0.7 516 0.5
Loans 82,472 69.8 75,255 70.7 68,742 71.4
Other assets 8,976 7.6 9,082 8.6 6,162 6.5

$118,068 100.0 % $106,442 100.0 % $ 96,270 100.0 %

Liabilities and equity
Deposits $ 83,447 70.7 % $ 76,987 72.3 % $ 72,219 75.0 %
Other liabilities 25,128 21.3 20,471 19.3 16,278 16.9
Subordinated debentures 1,355 1.1 1,589 1.5 1,154 1.2
Non-controlling interests 233 0.2 235 0.2 247 0.3
Equity 7,905 6.7 7,160 6.7 6,372 6.6

$118,068 100.0 % $106,442 100.0 % $ 96,270 100.0 %
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Savings recruitment activities

NOTEWORTHY GROWTH IN DEPOSITS

Combined deposits at Desjardins Group posted growth of $6.5 billion,
or 8.4%, as at December 31, 2005, of which $1.6 billion is attributable
to the recognition of the deposits of Desjardins Credit Union, to reach
a total of $83.4 billion, whereas growth in 2004 was $4.8 billion, or
6.6%. These results can largely be explained by a generally more energetic
rate of deposits from individuals, companies and governments. These
deposits, which Desjardins Group considers its primary source of
financing in support of its expansion, constituted 90.9% of its deposit
liabilities at the end of December 2005. They rose by $5.5 billion,
or 7.8%, to total $75.9 billion as at last December 31, compared to
a rise of $4 billion, or 6%, in 2004. Other sources of financing, such as
securities issues on financial markets, are used only in a complementary
capacity. They amounted to only 9.1% of the Group’s deposit liabilities
at the end of December 2005, and they rose by $995 million, or 15.1%,
to reach $7.6 billion, as opposed to growth of $751 million, or 12.9%,
reported in 2004. You will find further information on the state of cash
flows, sources of financing and the Group’s liquidity risk management
policies on pages 78, 79 and 88.

PERSONAL SAVINGS JUMPED ALMOST 8% 

Personal savings
Personal savings is undeniably an area in which financial institutions
wage one of their fiercest battles. Desjardins Group has always focused
on this type of deposit because of several of its qualities, notably its
relatively high stability and its generally lower costs. Thus personal savings
occupies a predominant position among the Group’s deposits; indeed,
it represented 71.1% of deposit liabilities as at December 31, 2005,
for a volume of $59.3 billion, up $4.2 billion, or 7.7%, over the previous
year, compared to growth of $2.7 billion, or 5.2%, in 2004. In spite
of the boom in stock market activity and a relatively weak money
rate (the rate hikes seen towards the end of the year notwithstanding),
the various categories of savings products offered by Desjardins Group,
especially fixed-term savings, proved very popular with its members.
The craze for these products among depositors increased its relative
share of this highly competitive market by 0.5% in Québec to reach
42.9% at the end of December 2005 and maintained its level of
approximately 1.4% in Ontario.

Note that the savings products offered by Desjardins Group are grouped
into three main categories: demand deposits, notice deposits and
fixed-term deposits. Table 20 shows that fixed-term deposits totalled
$41.1 billion as at December 31, 2005, and thus made up 69.3% of all
the amounts that individuals have deposited over the years. In addition,
this amount grew by $2.6 billion, or 6.9%, over the previous year,
as opposed to an increase of $1.2 billion, or 3.1%, in 2004.

ALMOST $31 BILLION IN OFF-BALANCE SHEET
SAVINGS PRODUCTS

In 2005, Desjardins Group was also very active in the area of off-balance
sheet savings products, such as investment funds, securities brokerage
and Capital régional et coopératif Desjardins. It took advantage of
the major upturn in the Canadian stock market, which was shown,
for example, in the 21.9% growth in the S&P/TSX Index on the Toronto
Stock Exchange. Despite weaker growth than that seen in 2004,
Desjardins Group continues to improve its already very respectable
presence in this industry. As at December 31, 2005, the off-balance
sheet savings products under administration or management totalled
$30.7 billion, up $4.8 billion, or 18.4%, compared with the growth
of $4.9 billion, or 23.1%, reported in 2004. 
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Financing activities

GROWTH SUSTAINED AROUND 10%  

Desjardins Group continued to see steady growth in credit activities
in 2005, as illustrated by its growth, which was around 10% for
the third year in a row. The Group’s eagerness to participate in the
economic development of all the communities in which it is present,
combined with its credit offering–one of the most dynamic in the
industry–to its large clientele of both consumers and businesses, is
clearly responsible for these remarkable results. It has particularly made
its mark in financing homeownership and the purchase of durable
household goods as well as in business investment projects, among
other areas. On pages 76 to 78, you will find a brief analysis by
borrower category and by sector of economic activity.

As at December 31, 2005, Desjardins Group’s loan portfolio, net
of the cumulative provision for credit losses, totalled $82.5 billion,
up $7.2 billion, or 9.6%, over the previous year. Of this amount,
$737 million came from the integration of Desjardins Credit Union,
compared to the increase of $6.5 billion, or 9.5%, in 2004. Loans to
individuals, which represented 75.6% of Desjardins Group’s gross loan
portfolio at the end of December 2005, largely explain this growth.
These loans include residential mortgages, advances on credit cards
and other consumer loans, which are shown in Table 21. They rose
by $6.2 billion, or 11% annually, to achieve a volume of $62.9 billion
as at last December 31, versus the growth of $5.8 billion, or 11.3%,
in 2004.

Desjardins Group’s other large credit categories, such as loans to
businesses (including commercial and industrial credit and farm loans)
and loans to governments, accounted for 24.4% of its gross portfolio
of loans at the end of December 2005. They grew by $950 million,
or 4.9%, over the previous year to total $20.3 billion as at last
December 31, compared to an increase of $652 million, or 3.5%,
in 2004.

In addition, note that the financing
activities of Desjardins Group
are governed by strict credit risk
management practices. These are
described in detail in the “Risk
management” section on pages 87
and 88.

TABLE 20  DEPOSITS

As at December 31
(in millions of $ and as a %)

2005 2004

Demand Notice Fixed-term
deposits deposits deposits Total Total

Individuals $ 15,082 $ 3,130 $ 41,079 $ 59,291 71.1 % $ 55,063 71.5 %
Business and government 8,023 226 8,339 16,588 19.8 15,351 20.0
Deposit-taking institutions and other 109 — 7,459 7,568 9.1 6,573 8.5

$ 23,214 $ 3,356 $ 56,877 $ 83,447 100.0 % $ 76,987 100.0 %
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TABLE 21  LOANS BY CATEGORY OF BORROWER

As at December 31
(in millions of $ and as a %)

2005 2004

Residential mortgages $ 48,505 58.3 % $ 43,307 57.0 %
Consumer, credit card and other personal loans 14,411 17.3 13,373 17.6
Loans to business(1) 17,541 21.1 16,547 21.8
Loans to government(1) 2,737 3.3 2,781 3.6

83,194 100.0 % 76,008 100.0 %
Cumulative provision for credit losses (722) (753)

$ 82,472 $ 75,255

Loans guaranteed by governments and other public 
and parapublic institutions included above $ 21,926 $ 19,620

Loans guaranteed by governments and other public and 
parapublic institutions as a percentage of total gross loans 26.4 % 25.8 %

Loans to individuals as a percentage of total gross loans 75.6 % 74.6 %

(1) The breakdown of loans to business and government by sector of economic activity is shown in Table 22.

TABLE 22  COMMERCIAL AND GOVERNMENT LOANS BY SECTOR OF ECONOMIC ACTIVITY

As at December 31
(in millions of $)

2005 2004

Governments $ 1,199 $ 1,308
Agriculture and related services 4,705 4,557
Retail trade 1,261 1,242
Wholesale trade 517 460
Education 1,327 1,258
Lodging and restaurants 672 647
Real estate 2,596 2,428
Construction industries 845 781
Manufacturing industries 1,509 1,548
Financial intermediaries 1,649 1,201
Fishing, forestry and mining 294 271
Health and social services 211 215
Service companies 1,307 1,309
Telecommunications and public services 139 95
Transportation and storage 617 608
Other sectors 1,430 1,400

$ 20,278 $ 19,328
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THE CONSTRUCTION SECTOR DECLINED IN 2005

Residential mortgages
After the peak reached in 2004, the residential real-estate market
began a decline in 2005 that has been felt primarily in the area of new
construction in both Québec and Ontario. Housing starts in Québec
fell by 12.9% to total 50,910 units (58,448 in 2004), while they fell
by 7.4% in Ontario to total 78,795 units (85,114 in 2004). As for sales
of existing houses, buoyancy still reigns in both provinces, where
records have been broken in the past few years. Although signs of a
slowdown did appear at the end of 2005, vigorous sales obviously had
an effect on the average selling price of homes, which rose again but
somewhat less rapidly than in 2004, for a rate of 8.2%. Expenditures
on renovations also generally reflected the buoyant trend in the
resale market.

Desjardins Group was able to take advantage of this extremely
favourable climate for business growth. The rich expertise that it has
acquired over the years in home financing, coupled with the quality
and diversity of its mortgage products, have made it a leader among
institutions in this sector. In spite of the stiff competition that reigns in
this industry, Desjardins Group has been the partner of choice for many
of its members and clients wishing to acquire property in 2005. As at
December 31, 2005, its portfolio of residential mortgages totalled 
$48.5 billion, up $5.2 billion, or 12%, over the previous year, compared
to the growth of $4.9 billion, or 12.6%, experienced in 2004. These
excellent results improved its market penetration, which grew by 0.1%
in Québec and Ontario to reach 39.1% and 0.9%, respectively, at the
end of 2005.

Consumer, credit card and other personal loans
Thanks to the enthusiasm that households in both Québec and Ontario
have shown for the purchase of durables, especially furniture, appliances,
electronics and automobiles, the demand for consumer loans, credit
cards and other loans to individuals by Desjardins Group remained
relatively strong in 2005. As at last December 31, Desjardins Group’s
loan portfolio in this area achieved a volume of $14.4 billion, up
$1 billion, or 7.8% over the previous year, compared to the growth
of $906 million, or 7.3%, in 2004. Desjardins Group’s relative position
in this market was estimated at 24.1% in Québec and 0.4% in
Ontario at the end of the fiscal year.

MARKET SHARE ESTIMATED AT ALMOST 25% IN COMMERCIAL
AND INDUSTRIAL LOANS IN QUÉBEC

Loans to business
Businesses continued to invest in Québec and Ontario in 2005,
although at a slower rate than in the previous year. Their investments
in Québec, for example, grew by approximately 4.5%, while they had
grown by 10.1% in 2004; thus a substantial advance of 12.4% was
seen in purchases of machinery and equipment, and fixed assets
increased by 4.2%. The still-affordable cost of financing, the notable
appreciation in the Canadian dollar (which encouraged them to
purchase goods from the United States), the improvement in their
profitability, their large infrastructure projects and expansions,
and the urgency of improving their productivity in the face of stiff
international competition were factors in this relatively high growth
in their expenditures.
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Desjardins Group’s efforts in recent years to expand its presence
in the commercial and industrial sector, especially among small and
medium-sized enterprises (SMEs) but also among larger ones, have
borne fruit. Indeed, it has come closer to its goal of achieving a 25%
market share in the industry of commercial and industrial loans in
Québec during 2006. At the end of 2005, its relative position was
estimated slightly below that level, yet up 0.4% over the previous year.
As at last December 31, its portfolio of loans to businesses, including
commercial and industrial loans as well as farm loans, thus totalled
$17.5 billion, an increase of $994 million, or 6%, over the previous year,
compared to the growth of $569 million, or 3.6%, in 2004.

If there is a sector of economic activity in which Desjardins Group
has always distinguished itself, it is the sector of financing for the
agricultural industry. Desjardins Group’s strong presence in every region
and the unfailing support that it has historically given to agricultural
producers have placed it at the head of the pack in Québec in this
area, with a market share estimated at 41.1% at the end of 2005.
As can be seen in Table 22, the Group’s portfolio of farm loans totalled
$4.7 billion as at December 31, or 26.8% of all of its business loans.
This figure represents an annual increase of $148 million, or 3.2%,
compared to the increase of $185 million, or 4.2%, in 2004. The
difficult circumstances that have continued to plague certain types
of agricultural production are, of course, the primary cause of this
reduction in Desjardins Group’s rate of growth. 

Among the other sectors in which Desjardins Group has had excellent
results is the sector of financial intermediaries and real estate, the
source of 62% of the total growth in its portfolio of loans to business
in 2005. Outstanding loans in this area totalled $4.2 billion as at
December 31, showing growth of $616 million, or 17%, over the
previous year, compared to an increase of $266 million, or 7.9%,
seen in 2004. The industries of construction, wholesale trade, and
telecommunications and public services are other sectors in which
Desjardins Group made its mark in 2005. 

Loans to government
Desjardins Group is also very active in financing governments. As at
December 31, 2005, its portfolio of loans in this area totalled $2.7 billion,
down $44 million, or 1.6%, from the previous year, compared to
the growth of $82 million, or 3%, in 2004. It must be noted that
Desjardins Group’s financing of the sectors of education and public
administration, especially to municipalities, represented the largest
share of its activities in this area, namely 48.5% and 43.8%, respectively.

CASH POSITION AND SOURCES OF FINANCING
As part of Desjardins Group’s program to strengthen its strategic
management structure, the purpose of the Treasury strategic function
is to integrate and optimize all treasury and funding activities. This
strategic function ensures comprehensive and rigorous matching
management and manages funds and off-balance sheet products and
services, thereby contributing to the financial objectives adopted by
the Group while upholding its cooperative difference. This is done in
an efficient manner with the Finance and Integrated Risk Management
strategic functions.

The Group’s Treasury has access to supply sources that take general
needs and opportunities on domestic and foreign markets into account
and fit with the various matching strategies. A number of benefits
became apparent during 2005.

In connection with a financial synergies program developed the year
before, a liquidities reduction plan was prepared in 2005. Following
a simulation analysis of balance sheet management, the various
scenarios retained pointed to predominantly stable deposits and
a negligible risk of breakdown, owing to the framework policies in
place. After consulting the Autorité des marchés financiers and rating
agencies, Desjardins therefore lowered its liquidity standards, which
led to a $1.5 billion reduction, in July 2005, of the securities eligible
to be maintained.

At the end of 2005, the ratio of cash and securities to total assets
was 20.7%, compared with 20% at the end of 2004. These securities
consist primarily of securities issued by governments and public bodies
and by private companies with high credit ratings of R-1M (DBRS
rating agency). This percentage of liquid assets, which is still higher
than the percentage required by regulatory authorities, gives Desjardins
Group significant leeway in the event of a major withdrawal of funds.
These liquidities would enable the Group to quickly meet financial needs
arising from maturing deposits that are not renewed, unexpected
drawdowns by companies, or any growth strategy to be implemented
in a short timeframe.

In order to supplement the normal methods of raising capital, an
asset securitization mechanism was also set up. In 2005, several caisses
began selling mortgage loans insured by the Canada Mortgage and
Housing Corporation (CMHC), posting total sales of $125 million, and
participated, via Caisse centrale Desjardins, in the Canada Mortgage
Bonds program.
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The securitization strategy for CMHC-backed loans affords Desjardins
direct access to the capital market and will probably become an asset
in liquidity management, given the sizable amounts that could be
locked in as needed and also the rampant enthusiasm that the offer
of Canada Mortgage Bonds inspires among investors.

Another of Desjardins’ hallmarks in the management of its balance
sheet is the importance of deposits by individuals, a high portion of
which consist of deposits payable on demand and after notice which
are subject to active and modulated management. For many years,
deposits by individuals payable on demand and after notice, which
tend not to be volatile, have accounted for more than 20% of total
deposits. In managing the caisses’ balance sheet, special attention is
given to these deposits and equity so as to maximize net interest income.

If the performance of deposits payable on demand and after notice
sets the tone for balance sheet management, the fact remains that
our financial soundness and the stability of our operations generally
hinge on deposits by individuals, which for years have represented
more than 70% of all deposits.

In addition to member deposits, we have recourse to the institutional
market, through Caisse centrale and Capital Desjardins, in order
to meet liquidity requirements and obtain Tier 2 capital. In 2005,
however, Caisse centrale Desjardins, which operates on wholesale
markets both in Canada and abroad, did not issue any medium-term
deposit notes. The reduction of the required reserves of liquidities
helped to postpone dealings on the medium-term capital market.
Caisse centrale Desjardins chose to defer its funding plan in order
to accurately gauge the demand from the caisse network. Note that
recourse to the institutional market derives from the needs of the
caisses. If demand from the caisse network corresponds to a cyclical
or temporary imbalance, there is more recourse to the money market,
where maturities are usually 90 days or less. But if the excess demand
stems from a recurring and permanent capital shortage, which has
been the case for several years due to strong residential mortgaging
activity, recourse usually involves longer terms, larger amounts, and
public distribution.

Despite a decline in new construction in Québec, the level of
construction starts remains very high. Residential mortgage credit
continued to rise steadily under the effect of a robust real estate
market and soaring renovation expenses. During the first six-month
period, this growth was achieved by a drop in liquidities; in the second
six-month period, however, under mounting pressures in January 2006,
Caisse centrale Desjardins had recourse to the institutional market,
with the extremely successful issue of medium-term deposit notes
in the amount of 500 million euros.

In this regard, high credit ratings indicative of the financial solidity
of Desjardins Group and its network of caisses, provide the Group with
credibility and recognition among institutional investors. The borrowing
programs set up by Caisse centrale provide access to diverse sources of
capital in terms of clients, markets, maturities, currencies and regions.
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TABLE 23  CREDIT RATINGS

Financial soundness of Desjardins Group represented by the superior credit ratings of Caisse centrale Desjardins.

Standard
DBRS and Poor’s Moody’s

Short term R-1M A-1+ P-1
Medium and long term AA (low) AA- Aa3
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CAPITAL MANAGEMENT

Analysis of the results
Desjardins Group posted a Tier 1 risk-based capital ratio of 14.01%
as at December 31, 2005, one of the highest in the Canadian banking
industry. At year-end, the Group’s equity totalled $7.8 billion, a
year-over-year increase of 9.3%. 

With regard to capital management, the goal of Desjardins Group is
to ensure that an adequate, high-quality equity position is maintained.
To this end, a high level of Tier 1 capital indicates a sound equity position.

The total capital ratio represents 14.05% of risk-weighted assets.
In 2005, capital growth was primarily attributable to a $531 million
increase in reserves. The various components of the capital are
presented in Table 24, on page 81.

Over the course of the year, total risk-weighted assets climbed 6.6%,
attaining $55.4 billion. Desjardins Group continues to practise
controlled growth of risk assets and uses appropriate mechanisms
to reduce risk to the fullest extent possible. Table 25, on page 82,
lists the components of the risk-adjusted assets.

Desjardins Group’s capital management activities are under the
authority of the Fédération’s Board of Directors. The Asset/Liability
Committee, which consists of those in charge of Group functions and
senior executives, met on a regular basis during the year. This committee,
supported by the Desjardins Financial Management strategic function,
ensured that targets were set and capital management strategies were
in place within all of the Group’s components. The Group’s financial
objectives for 2006-2008, established as part of an integrated strategic
planning process involving all of the components, have resulted in
targets of more than 12.5% for the total capital ratio and more than
13% for the Tier 1 capital ratio.

The current situation, like the forecasts for the duration of the strategic
plan, reveal that the Group has an excellent capital base overall and
thus a reassuring amount of leeway for its development.

Maintaining a beneficial capital structure
As in the past, in 2005 the Group’s equity growth was largely
attributable to capital from annual surplus earnings.

This practice of self-capitalization will be maintained and stepped up
in the coming years. The Board of Directors has authorized development
during the fiscal year of a program to attribute patronage allocations
in the form of shares and thereby allow members to participate more
actively in the capitalization of their caisse. This program, whose effect
on the capital structure will be gradual, will begin in 2007. Based
on their use of products and services, caisse members will have the
opportunity to convert into shares a portion of the patronage allocations
paid to them at the end of the year.

Minimum ratios
The minimum capital ratio recommended for compliance with the
regulatory requirements of the Bank for International Settlements (BIS)
and to be ranked as a well-capitalized institution is 8%. In addition,
Tier 1 capital must represent at least half of the total ratio.

The Office of the Superintendent of Financial Institutions Canada has
set targets of 7% and 10%, respectively, for Tier 1 and total capital
ratios. Desjardins Group easily surpasses these levels.

Moreover, the Integrated Risk Management Committee is responsible
for examining the orientations made with respect to recommended
minimum capital levels and allocation bases. These orientations are
proposed by the Group’s Integrated Risk Management strategic
function based on the Group’s risk profile.

Compliance with requirements
As in previous years, all Desjardins Group entities were in compliance
with the minimum regulatory requirements for capital adequacy,
subject to the applicable jurisdiction, as at December 31, 2005.

In 2005, rating agencies recognized the high level and superior quality
of our capital structure and reaffirmed our favourable credit ratings,
which are among the best of the major Canadian banking institutions.

HIGHLIGHTS
• At 14.01%, Desjardins Group’s Tier 1 capital ratio is one of the highest in the Canadian banking industry.
• A $531 million increase in reserves.
• Controlled growth of risk-adjusted assets.
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Regulatory framework of the Bank for 
International Settlements (BIS)
The capital adequacy and composition of Desjardins Group are
governed by the Guideline on Capital Adequacy Requirements issued
by the Autorité des marchés financiers (AMF) and put into effect
in April 2003.

This guideline, which borrows extensively from international equity
standards adopted by the BIS in 1988, was adapted to suit the cooperative
nature of deposit-taking institutions and financial services institutions
governed by the Act respecting financial services cooperatives.

The AMF plans to amend this guideline and adjust it to the New Basel
Accord published in June 2004. The amended directive is expected
to come into force on January 1, 2009.

As stipulated in the current AMF guideline and in keeping with the
basic rules of conservatism, Desjardins Group’s total equity is reduced
by certain investments made in subsidiary companies. Investments in
insurance and securities subsidiaries are deducted in full from equity.

Other investments are treated on a consolidated basis, and the
guideline allows certain liability and small-scale investments to
be treated as credit risks.

Risk assets in the Personal and Commercial segment are calculated
according to the risk weighting associated with each on- and off-balance
sheet item.

Evolution of equity-related banking standards
A few years ago, the Basel Committee on Banking Supervision began
a thorough re-evaluation of capital adequacy requirements. The
re-evaluation is aimed at matching capital requirements to specific
foreseeable risks, based on the particular experience of the financial
institution. The final text of the New Basel Capital Accord was
approved in June 2004.

These changes allow for more precise measurement of the risk and
sensitivity of on- and off-balance sheet activities, so as to better align
regulatory equity requirements with the institution’s trading capital.

TABLE 24  CAPITAL AND CAPITAL RATIOS(1)

As at December 31
(in millions of $ and as a %)

2005 2004

Tier 1 capital
Shares $ 831 $ 836
Reserves 6,185 5,654
Undistributed surplus earnings 731 554
Non-controlling interests 21 21

7,768 7,065

Tier 2 capital
Subordinated debentures 1,355 1,374
Shares 67 83
General provision(2) 481 436

1,903 1,893

Investments(3) (1,881) (1,832)

Total capital $ 7,790 $ 7,126

Risk-weighted assets
On-balance sheet assets $ 53,661 $ 50,361
Off-balance sheet financial instruments 1,767 1,643

$ 55,428 $ 52,004

Capital ratios
Tier 1 capital 14.01 % 13.58 %
Tier 2 capital 3.43 3.64
Investments (3.39) (3.52)

Total capital ratio 14.05 % 13.70 %

(1) The data is from the Personal and Commercial segment only.
(2) According to the guideline issued by the Autorité des marchés financiers (AMF), the general provision qualifies as eligible Tier 2 capital, to an amount equal to 87.5 basis points

of risk-weighted assets.
(3) This amount corresponds to investments in the subsidiaries (mainly DFS, DGIG, DAM, Desjardins Securities and Desjardins Trust), to the consolidated value and to all other

investments it holds that must be deducted in accordance with the AMF guideline.
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For example, regulatory capital will now include an amount associated
with the operational risk. And, like the current provisions, the new
rules will allow regulatory bodies to require that financial institutions
hold reserves in excess of the prescribed minimums.

The new rules will also require greater transparency with respect to
information on risk management. Accordingly, in 2005 Desjardins
Group pursued its efforts to account for the many changes contained
in the new requirements and to comply with best practices in risk
management.

TABLE 25  RISK-ADJUSTED ASSETS(1)

As at December 31
(in millions of $ and as a %)

2005 2004

Main
On-balance risk-weighting Risk-weighted Risk-weighted

On-balance sheet assets sheet amount rates balance balance

Cash and deposits with financial institutions $ 1,290 0-100 % $ 28 $ 49
Securities issued or guaranteed by Canada, the provinces and the municipalities 5,226 0-20 15 8
Other securities 6,270 0-100 2,327 2,368
Loans issued or guaranteed by Canada, the provinces and the municipalities 7,681 0-20 777 771
Mortgages insured by the government 11,790 0 — —
Other mortgages 34,333 0-100 22,607 21,587
Other loans 27,589 0-100 25,118 22,851
Other assets 3,678 0-100 2,789 2,727

$ 97,857 $ 53,661 $ 50,361

2005 2004

Credit Main
Contractual conversion Equivalent risk-weighting Risk-weighted Risk-weighted

Off-balance sheet financial instruments amount factor credit risk rates balance balance

Credit instruments
Guarantees and standby letters of credit $ 517 20-100 % $ 506 0-100 % $ 469 $ 379
Credit commitments

Original term of one year or less 24,846 0 — 0 — —
Original term of over one year 2,866 0-50 1,489 0-100 1,140 1,037

1,609 1,416

Derivative financial instruments
Interest rate contracts 58,435 (2) 463 0-50 93 148
Foreign exchange contracts 8,006 (2) 330 0-50 81 138
Other contracts 7,745 (2) 915 0-50 255 212

429 498
Impact of master netting agreements (271) (271)

158 227

Total off-balance sheet 
financial instruments 1,767 1,643

Total risk-weighted assets $ 55,428 $ 52,004

(1) The data is from the Personal and Commercial segment only.
(2) Interest rate, foreign exchange and other contracts are converted into their “credit risk equivalent” by adding the total replacement cost (obtained by market valuation)

of all outstanding contracts that have a positive value and an amount of potential risk exposure based on the total contract amount, distributed according to the remaining
term, as shown in the table above.
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In the normal course of its operations, Desjardins Group makes
various off-balance sheet commitments. 

These include assets under administration and management
for members and clients, credit instruments, derivative financial
instruments, securitization and contractual commitments.

Assets under administration and management 
As at December 31, 2005, total assets under the administration and
management of Desjardins Group amounted to $214.3 billion, an
increase of $10.5 billion or 5.2% over the previous year, compared
to an increase of $31.4 billion or 18.2% recorded in 2004. These
assets, for which the Group acts as a trustee or manager, benefited
from the recovery of Canadian stock market activity which resulted
in a substantial jump of 21.9% in the Toronto S&P/TSX index at the
market close at the end of 2005. Assets under management totalled
$13.2 billion as at December 31, 2005, posting a $2.8 billion or 27.1%
increase compared to an increase of $470 million or 4.7% in 2004. 

Assets under administration and management, it should be remembered,
are composed chiefly of financial assets in the form of investment funds,
securities held in custody, and accrued pension fund assets. As a result,
they do not belong to Desjardins Group, but to its members and
clients. For this reason, they are not recorded on its balance sheet.

Credit instruments and derivatives
The risks related to these off-balance sheet items are managed using
the same strict rules as those applied to on-balance sheet items.
In Management’s opinion, these off-balance sheet items result
in no unusual risk.

The calculation of the weighted balance based on the risk related
to these off-balance sheet items, presented in Table 25 on page 82,
is consistent with the guideline on capital adequacy issued by the
Autorité des marchés financiers.

TABLE 26  ASSETS UNDER ADMINISTRATION AND MANAGEMENT

As at December 31
(in millions of $ and as a %)

2005 2004

% change % change

Assets under administration
Individual and institutional trust and custodial services $203,452 4.2 % $195,159 17.9 %
Investment funds(1) 10,892 26.0 8,642 25.3

$214,344 5.2 % $203,801 18.2 %

Assets under management
Institutions and individuals $ 2,330 32.6 % $ 1,757 (42.0)%
Investment funds(1) 10,892 26.0 8,642 25.3

$ 13,222 27.1 % $ 10,399 4.7 %

(1) In 2005, includes $8.4 billion in Desjardins Funds, $1.8 billion in Northwest Funds, and $0.7 billion of individual segregated funds in Desjardins Financial Security.

OFF-BALANCE SHEET ITEMS

HIGHLIGHTS 
• Assets under administration were up 5.2% to $214.3 billion as at December 31, 2005. 
• Credit instruments of $30.9 billion made available to members and clients in 2005.
• 97.1% of the counterparties to derivative financial instruments have high credit ratings. 
• Securitization of financial assets in order to diversify our financing sources.



/ 8 4 » MANAGEMENT’S DISCUSSION AND ANALYSIS » DESJARDINS GROUP

Note 19 to the Combined Financial Statements of Desjardins Group
explains the accounting policy used to account for derivatives. In addition,
Notes 19 and 22 provide detailed information on derivatives and
commitments respectively. 

Credit Instruments 
In order to meet its members’ and clients’ financing needs, Desjardins
Group makes credit instruments available to them. Credit instruments
include guarantees and standby letters of credit, securities lending and
credit commitments representing amounts that have been authorized
but that have not been used by members and clients.

The instruments expose Desjardins Group to credit and liquidity risks.
The management of these risks is described on pages 87 and 88
of the Management’s Discussion and Analysis. Table 27 presents the
contractual amounts of the credit instruments, by term to maturity.
Since many of these credit instruments expire or terminate without
being funded, the contractual amounts do not represent actual future
liquidity requirements.

Derivative financial instruments
Derivative financial instruments are contracts whose value is notably
based on an underlying asset, interest rates, and exchange rates.
Desjardins Group uses derivative financial instruments for asset and
liability management and trading purposes. Most contracts are traded
by mutual agreement. Desjardins Group uses swaps, futures contracts,
and options. These instruments are used mainly to mitigate the risks
associated with fluctuations in interest and exchange rates and other
market risks.

On January 1, 2004, Desjardins Group adopted the Accounting
Guideline “Hedging Relationships” (AcG-13) issued by the CICA,
as well as the Emerging Issues Committee Abstract No. 128 “Accounting
for Trading, Speculative or Non-hedging Derivative Financial Instruments”
(EIC-128). This Guideline deals with the identification, designation,
documentation and effectiveness of hedging relationships and indicates
when hedge accounting should be discontinued. Under EIC-128,
each derivative financial instrument that does not qualify for hedge
accounting should be measured at fair value and recognized in
the balance sheet as an asset or a liability, and changes in fair value
should be recognized in income. In connection with the adoption of
the Accounting Guideline as at January 1, 2004, Desjardins Group
reviewed its accounting policies so as to recognize all derivative financial
instruments at fair value in the balance sheet whereas, in the past,
only those instruments used for trading purposes were presented in
this manner. Note 19 to the Combined Financial Statements presented
on page 119 provides details regarding accounting policies relating
to derivative financial instruments and the effect that this Guideline
has on income for the year. 

These derivative financial instruments mainly result in a credit and
market risk exposure for Desjardins Group. The manner in which
theserisks are managed is described on pages 87 to 89 of the
Management’s Discussion and Analysis. 

TABLE 27  CREDIT INSTRUMENTS BY TERM TO MATURITY

As at December 31
(in millions of $)

Less than From 1 to From 3 to More than 2005 2004
one year 3 years 5 years 5 years Total Total

Guarantees and standby letters of credit $ 316 $ 92 $ 64 $ 2 $ 474 $ 482
Securities lending 1,419 — — — 1,419 1,071
Credit commitments 27,196 473 1,257 36 28,962 29,150

Total credit instruments $ 28,931 $ 565 $ 1,321 $ 38 $ 30,855 $ 30,703
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The credit risk associated with derivative financial instruments refers
to the risk that a counterparty will fail to honour its contractual
obligations toward Desjardins Group at a time when the fair value
of the instrument is positive for the Group. The credit risk associated
with derivative financial instruments normally corresponds to a small
fraction of the notional amount. The replacement cost and the credit
risk equivalent are two measurements used to measure this risk. The
replacement cost refers to the current replacement cost of all contracts
that have a positive fair value. The credit risk equivalent is equal to
the sum of this replacement cost and the future credit exposure, which
is an estimate of the possible increase in the replacement cost over
the remaining term of the contracts calculated according to a formula
established by the Bank for International Settlements (BIS). 

Desjardins Group limits the credit risk associated with derivative
financial instruments by doing business with counterparties with a
high creditworthiness. One of the tables in Note 19 to the Combined
Financial Statements of Desjardins Group presents derivative financial
instruments according to credit risk rating and the type of counterparty.
According to the replacement cost, the table shows that 97.1% of
counterparties have a credit rating ranging from AAA to A. The Group
also limits credit risk with certain counterparties by entering into master
netting agreements, using collateralization, and setting counterparty
limits. Master netting agreements allow for the net settlement of all
positions covered by the master agreements in the event of insolvency.

The market risk associated with derivative financial instruments refers
to the risk of fluctuations in the market value of these instruments
resulting from fluctuations in the parameters affecting this value,
notably interest and exchange rates. One of the tables in Note 19 to
the Combined Financial Statements of Desjardins Group presents the
maturities of the notional amounts of derivative financial instruments.
As a general rule, the market risk associated with derivative financial
instruments with short-term maturities is less than that associated
with derivative financial instruments with longer maturities. As at
December 31, 2005, based on the notional amount, 40.4% of
derivative financial instruments mature in less than one year.

The risk-weighted balance for Desjardins Group’s derivatives as at
December 31, 2005 amounted to $182 million when all master netting
agreements were accounted for ($249 million in 2004).

Securitization
As part of its liquidity and capital management strategy, Desjardins
Group conducts securitization of mortgages in the normal course of
its operations. These operations involve the use of off-balance sheet
arrangements with collateralized security entities. The collateralized
security entity used by Desjardins Group is the Canada Housing Trust,
which was developed by the Canada Mortgage and Housing Corporation
(CMHC) under the Canada Mortgage Bonds Program. 

In this type of transaction, Desjardins Group surrenders mortgages
to the collateralized security entity in return for money, and the
collateralized security entity finances these purchases by issuing bonds
to investors. The terms of the Canada Mortgage Bonds Program
require that swap agreements be made between the Canada Housing
Trust and Desjardins Group in order to receive the cash flow related
to securitized mortgages on a monthly basis and for Desjardins Group
to pay quarterly interest to the Canada Housing Trust on the Canada
Mortgage Bonds series, as well as the capital at maturity. Securitization
operations are accounted for as sales of assets only when Desjardins
Group is deemed to have surrendered control of the assets and when
it receives a consideration other than the beneficial interests in these
assets. At the time of sale of the assets, Desjardins Group retains certain
interests regarding excess interest margins, which constitute retained
interests and assumes responsibility of managing the transferred
mortgages. No loss is expected on the mortgage loans because they
are guaranteed by the CMHC. Desjardins Group periodically reviews
the value of these interests and records in income any decline in
other-than-temporary impairments in value, if applicable. During 2005,
the Group securitized, in the form of NHA mortgage-backed securities,
mortgage loans guaranteed by the CMHC for an amount of $125 million.
As at December 31, 2005, the Group recorded an amount of $4 million
for retained interests and an amount of $2 million for servicing liabilities
in the Combined Balance Sheets. In 2005, $2 million in income was
recorded for securitization operations. Note 5 to the Combined Financial
Statements provides detailed information regarding these structures.

Contractual commitments
Desjardins Group has contractual commitments to make future
payments on borrowings, subordinated debentures, and leases.
Borrowings and subordinated debentures are presented in Desjardins
Group’s Combined Balance Sheets, but leases are not. Notes, 10, 12
and 22 to the Combined Financial Statements contain information
on these contractual commitments.
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RISK MANAGEMENT

Desjardins Group is exposed to different types of risk encountered
in the normal course of business, including credit risk, liquidity risk,
market risk, operational risk and insurance risk. Desjardins Group’s
goal in risk management is to promote the optimization of return/risk
relationships within defined limits. This is achieved through sound
and prudent risk management and control strategies, policies and
procedures that are applied throughout the organization’s various
functions.

The Fédération’s Board of Directors assumes responsibilities with
respect to guiding, planning, coordinating and overseeing all of the
Group’s operations. The Board also has risk management responsibilities
with respect to the Group and is supported in this area by the Risk
Management Commission, the Audit and Inspection Commission and
the Board of Ethics and Professional Conduct. Additional information
about these groups may be found on pages 145 to 158 of the
“Corporate Governance” section. 

At the senior management level, the Board of Directors created an
integrated risk management committee made up of leaders of various
strategic Group functions and experts from Desjardins Group’s major
components. This committee assists the Desjardins Group Strategic
Management Structure Committee in ensuring that an appropriate,
effective, integrated and permanent risk management process is
applied to the Group. 

Desjardins Group’s risk management approach is founded in principles
that make the Group’s entities and units primarily accountable for the
results and quality of the risk management practices that grant the
boards of directors of all Desjardins components a leadership role in
monitoring the risks and results of these units and entities. Several
committees support the boards and management teams of each
component in their efforts to fulfill their risk management
responsibilities. In 2005, a training program on integrated risk
management was provided to members of the boards of directors of
the Fédération and subsidiaries.

Three independent functional units complete the governance
infrastructure of Desjardins Group’s risk management framework.

The Integrated Risk Management Executive Division is a strategic
function with the main mission to provide a framework for Desjardins
Group’s risk management, to promote the optimization of return/risk
relationships, to ensure that all entities are adequately managing risk,
to ensure risk integration, and to report to the Board of Directors,
the Risk Management Commission, and senior management as part
of their management and monitoring responsibilities. It also provides
the coordination that must exist between the Fédération and its key
markets and the Group’s subsidiaries. In 2005, three management
committees were created to promote this coordination Group-wide
within the specific areas of credit risk, market risk and operational risk.

Desjardins Group’s Internal Audit team is an independent, objective,
Group-wide structure with the mission to inform, advise and support
members of boards of directors, senior management and managers
and provide them with reasonable assurance concerning the control
over the operations of each of the entities served and the overall
Group. This value added contribution is intended to help them to
effectively carry out their responsibilities to comply with the regulatory
requirements and corporate governance rules while contributing
to the organization’s objectives. This includes providing independent
assessments of risk management, control and corporate governance
procedures and making proposals on improving their effectiveness
as well as ensuring that managers administer their operations in
an effective, efficient, sound and prudent manner.

The caisse network in Québec is monitored by the Desjardins Bureau
for Financial Monitoring and Enforcement (the Bureau), as required by
Québec’s Act respecting financial services cooperatives. The purpose of
such monitoring, conducted through the application of best practices,
is to evaluate the network’s policies, procedures and controls as well
as the manner in which they are applied with a goal of ensuring sound 

HIGHLIGHTS  
• Provided integrated risk management training to members of the boards of directors of the Fédération and the subsidiaries. 
• Created three management committees to promote Group-wide coordination in the specific areas of credit risk, market risk and operational risk.
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and prudent risk management. Furthermore, the Bureau examines
activities performed for the caisses by the Fédération, including liquidity
management. Responses to the Bureau’s reports to the boards of
directors of the caisses and Fédération and the Audit and Inspection
Commission are closely monitored.

Integrated risk management and the New Basel Capital Accord
In June 2004, the Basel Committee on Banking Supervision approved
the final text of the new capital accord, which aims to better match
capital requirements with the risks incurred and fosters the continuous
development of risk assessment capacity in financial institutions.
On January 1, 2009, the Autorité des marchés financiers intends to
implement its guideline on capital adequacy that has been reviewed
and adapted based on the provisions of the New Basel Accord. As part
of efforts to apply best risk management practices, Desjardins Group
continued to implement its Integrated Risk Management and Basel
Accord program (IRMBA) throughout 2005. Important work on managing
credit risk, liquidity risk, market risk and operational risk will be carried
out in 2006 and in the coming years in order to refine our overall
risk management vision and integrate it into the management of
all Group activities.

CREDIT RISK

Credit risk is the risk of losses resulting from a borrower’s
or counterparty’s failure to meet its contractual obligation,
whether or not they appear on the balance sheet.

Desjardins Group is exposed to this risk primarily as a result of its credit-
granting activities with members and clients. As at December 31, 2005,
loans represented 69.8% of the assets on the balance sheet (70.7%
as at December 31, 2004). 

Managing credit risk
The risk management framework described below allows for a more
dynamic, sound, prudent, efficient and profitable management of
credit risk.

Credit risk framework
Desjardins Group has created the Integrated Credit Risk Management
executive branch whose mandate is to provide a Group-wide framework
and management of credit risk. A single, general policy provides a
framework for all Desjardins Group’s credit risk management activities.
This standard is complemented by other policies, standards, practices
and procedures that structure the duties of the parties involved, specify
the degree of risk that Desjardins Group is willing to assume, define
concentration limits and determine risk management and control
guidelines. A committee to manage Desjardins Group’s credit risk
ensures cohesion among all parties involved.

Granting credit and establishing credit limits
Desjardins Group aims to serve all of its members and clients effectively.
To this end, the caisse network has developed robust distribution
channels tailored to the scope and nature of their specific needs. For
example, our Business Centres, specialized in serving several industries,
allow the Group to offer business members services in line with their
expectations. The experts in these centres facilitate meeting these
objectives and foster better risk management.

Desjardins Group uses best practices and develops and updates the
systems required to support all its credit risk management activities,
notably systems for analyzing, rating risk and reviewing commitments.
These systems are reviewed and upgraded on a continuing basis. The
largest requests for financing are analyzed and authorized by specialists
and committees.

Policies, practices and procedures form a framework for developing
and implementing authorization limits. Desjardins Group also calls
on the necessary segment specialists and provides continuous training
to ensure that they remain current in their respective fields.

In the caisse network more specifically, all significant lending is subject
to written authorizations from the Fédération, which also monitors
changes in credit risk. In addition to controls used in the caisses, the
Business Centres and the Fédération, Desjardins Group relies on the
Desjardins Bureau for Financial Monitoring and Performance to oversee
the sound and prudent management of caisse credit activities in
Québec, in particular by monitoring compliance in the application
of standards and policies.
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Mitigating credit risk
The sheer number of borrowers,
for the most part consumers but
also small and medium-sized
enterprises from all sectors of the
economy, plays a role in diversifying
the financing portfolio. The chart
below presents the distribution of
loans by borrower category. Over half
of the portfolio consists of residential
mortgages, for which, statistically,
the loss experience is low. Additional
information on changes in the loan
portfolio, including the distribution of
loans to businesses and governments
by sector of economic activity, can be
found on pages 75 to 78 of the section
entitled “Balance Sheet Management.”
When required, Desjardins Group uses
mechanisms to share risk with other
financial institutions. 

Risk assessment measurements
Desjardins Group uses the best credit risk measurement indicators
and takes the appropriate steps to keep them updated, as required.
Information on impaired loans, the provisions for credit losses expense,
and the cumulative provision for credit losses is provided in the section
entitled “Credit Quality” on pages 71 and 72.

Follow-up procedures are designed to ensure early detection of any
deterioration of risk on any loan and to manage such risk or trigger
immediate action (i.e.: classifying the loan as impaired or accounting
for a specific provision on the loan in a timely fashion). The adequacy
of the specific provision is reassessed on a quarterly basis. When
required, specialized teams take charge of the files and handle
collections and institute corrective measures. 

LIQUIDITY RISK

Liquidity risk refers to Desjardins Group’s capacity to raise the
necessary funds (by increasing liabilities or converting assets)
to meet a financial obligation, whether or not it appears on
the balance sheet, on the date it is due, or otherwise.

Liquidity risk can arise from the structure of the balance sheet due to
discrepancies between the actual maturity dates of assets and liabilities,
to financing for future operations, to member and client behaviour,
or to disturbances in the markets or in the economic conditions. 

Managing liquidity risk
Desjardins Group manages liquidity risk in order to ensure that it has
access, at all times and in a profitable manner, to the funds it requires
to meet its financial commitments as they become due. Managing this
risk involves maintaining a minimum level of liquid securities, stable
and diversified sources of funding, and an action plan to implement
in the event of unusual circumstances. Liquidity risk management is
a key component of an overall risk management strategy because it
is essential to market and depositor confidence. The various Desjardins
Group business segments have established policies describing the
principles, limits and procedures that apply to managing liquidity risk.

The caisse network, the Fédération and Caisse centrale Desjardins must
maintain a minimum amount of liquid securities, and this amount is
prescribed under a specific framework. Liquidity management is centralized
at Caisse centrale Desjardins and is monitored on a daily basis. Eligible
securities must meet high security and negotiability standards. 

Desjardins Group ensures stable and diversified funding according to
type, source and maturity. It can also issue securities and borrow on
national and international markets to complete and diversify its funding.

Additional information on Desjardins Group’s cash position and
its sources of funding may be found on pages 78 and 79 of the
Management’s Discussion and Analysis.

Desjardins Group has drawn up an action plan for rapid and effective
intervention to minimize disturbances caused by sudden changes in
member and client behaviour, market disruptions or economic conditions.

58.3%
Residential  
mortgages

4.4%

12.9%

21.1%

3.3% 

Other 
personal loans

 

Governments

Credit cards

Businesses

LOAN DISTRIBUTION BASED
ON BORROWER CATEGORY 
As at December 31, 2005
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MARKET RISK 

Market risk refers to the risk of changes in the market value
of financial instruments resulting from fluctuations in the
parameters affecting this value; in particular, interest rates,
exchange rates, and their volatility.

Desjardins Group is exposed to market risk primarily through positions
taken through its traditional financing and savings recruitment
activities. Desjardins Group is also exposed to market risk through
its trading activities.

Managing market risk
Market risk is primarily a risk of loss related to interest rate and
exchange rate volatility. The various business segments have established
policies describing the principles, limits, and procedures that apply
to managing market risk.

Managing interest rate risk
When taking deposits and granting loans, the Personal and
Commercial segment exposes Desjardins Group to a type of market
risk that mainly takes the form of interest rate risk. The interest rate
risk corresponds to the potential impact of interest rate fluctuations
on net interest income and the economic value of equity. 

Dynamic and prudent management is applied in order to optimize net
interest income while minimizing the negative impact of rate movements.
Desjardins Group’s policies describe the applicable principles and
mechanisms used to manage this type of risk. 

Simulations are run to measure the impact of different variables on
changes in net income and the economic value of equity. Assumptions
used in the simulations are based on an analysis of historical data and
on the impact of different interest rate conditions on changes to the
data. These assumptions concern changes in the balance sheet structure,
member behaviour and pricing. Strategies are applied chiefly through
interest rate swaps. 

Exposure to interest rate risk is reviewed on a regular basis by the
Asset/Liability Management (ALM) Committee, which is responsible for
analyzing and adopting the global matching strategy while respecting
the parameters contained in the risk management policies. 

Note 20 to the Combined Financial Statements on page 124 shows
Desjardins Group’s position with respect to interest rate sensitivity and
to the matching of maturities as at December 31, 2005. The extent
of the interest rate risk depends on the differences between assets,
liabilities and off-balance sheet instruments. The situation presented
reflects the position on this date only. It may subsequently vary
according to changes in member behaviour, the interest rate
environment and the strategies adopted by the Asset/Liability
Management Committee.

Managing foreign exchange risk
Foreign exchange risk arises when the actual or expected value of asset
items denominated in a foreign currency is higher or lower than that
of liability items denominated in the same currency. Since the vast
majority of Desjardins Group’s transactions are conducted in Canadian
dollars, its exposure to exchange risk is limited. 

Managing market risk related to trading activities
Trading activities are primarily related to market making, arbitrage
operations, positioning in markets and the sale of financial products
to meet the needs of members and clients. The securities portfolio
trading account represents, as at December 31, 2005, less than 3%
of total assets on the balance sheet. These activities are governed
by restrictive limits.

OPERATIONAL RISK

Operational risk is the risk of inadequacy or breakdown
attributable to processes, people, internal systems, or outside
events and resulting in losses, unattained objectives, or
negative impacts on reputation. 

Operational risk is inherent to any commercial operation. Losses can
arise primarily from fraud, damage to tangible assets, illegal acts,
lawsuits, faulty systems, or problems in transaction processing or
process management. Operational risk arises from both our internal
activities and outsourced activities. 
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Managing operational risk
The primary objective is to keep operational risk at an acceptable level
while ensuring quality service to Desjardins members and clients as
well as organizational efficiency. Various administrative units within the
Fédération and within subsidiaries support operational risk management
by establishing orientations, policies and procedures designed to
manage, monitor, and follow up on risk exposure. The internal controls
and procedures that fall under the responsibility of the business units
are examined periodically by internal auditors and, for Québec caisses,
by the Desjardins Group Bureau for Financial Monitoring and Performance.
These procedures include risk monitoring, insurance coverage, security
equipment, as well as recovery plans and back-up facilities designed
to provide services in the event of a disaster. They also include an
organizational structure that promotes the segregation of duties, the
delegation of decision-making and the use of operational controls.

Practices and control mechanisms are periodically reviewed as part
of the continuous improvement process and under new legislative
requirements. Several projects that were undertaken in 2005 and
that will be pursued in the coming years address the need for sound
and prudent management of operational risk. One of these projects
involves the development of Desjardins Group’s database used to
collect information on the nature, frequency and seriousness of
its operational losses, and the development of a risk and control
self-assessment program. 

Regulatory compliance
A compliance function was created in 2003 and an officer was
named to head Desjardins Group compliance activities. In 2004, the
Fédération’s Board of Directors adopted a policy framework specifically
for regulatory compliance within the Group. Desjardins Group is
currently developing a framework program for the management
of regulatory compliance.

INSURANCE RISK 

Insurance risk includes risks tied to the design and pricing of
insurance products as well as risks associated with underwriting
and claims settlements. 

The risk associated with designing and pricing products is the risk
that the initial pricing is or will become insufficient. The risk associated
with underwriting and claims settlements is the risk arising from
the selection of risks, from claims settlement, and from contractual
clause management. 

Managing insurance risk
Product design and pricing risk arises from the potential for errors
in predictions concerning the many factors used to set premiums,
including future returns on investments, technical results concerning
losses, mortality and morbidity and administrative expenses. Strict
pricing standards are followed, and occasional verifications are performed
by the insurance subsidiaries in order to compare predictions with
actual results. The pricing of a certain number of products may be
adjusted according to actual results.

The risk associated with underwriting and claims settlements is managed
by setting appropriate risk selection criteria and policies and by limiting
potential losses through reinsurance agreements. Such agreements
do not, however, release them from their obligations toward clients in
the event that the reinsurers run into financial difficulties. As a result,
the subsidiaries are also exposed to a credit risk related to the reinsurers.
To minimize this risk, the subsidiaries sign reinsurance treaties with
stable, financially solid, and duly accredited companies.

The subsidiaries of the insurance segments comply with the code of
sound management practices established by the regulatory organizations
that govern them, and they are subject to capital adequacy testing.
A series of highly pessimistic scenarios were tested during the year
to measure how they would affect the capitalization ratio. The capital
proved adequate for each scenario.
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REPORT BY THE AUDIT 
AND INSPECTION COMMISSION
The Audit and Inspection Commission is tasked with supporting the Board of Directors in its various oversight responsibilities for Desjardins Group.
Its mandate consists primarily of analyzing the financial statements, their presentation, the appropriateness of the accounting principles adopted,
risk management as it relates to financial reporting, internal control systems, internal and external audit processes, the procedures applied to such
audits and regulatory compliance.

The Commission reviews Desjardins Group’s quarterly and annual financial statements, related press releases, the annual Management’s Discussion
and Analysis and the Annual Information Form.

The Commission ensures that Management has designed and implemented an effective internal control system with respect to financial reporting,
asset protection, fraud detection and regulatory compliance. It also ensures that Management has implemented systems to manage the main risk
categories that may influence the financial results of the caisse network and Desjardins Group.

Also examined are files that document the caisse network’s evolution, including the financial position of the caisses, particular situations detected
in the caisses, follow-ups made, credit losses, and how certain accounting policies and practices, such as the management method for the general
provision, are applied. As for the Desjardins Bureau for Financial Monitoring and Enforcement, the Commission ensures that its action plan on caisse
audits and inspections is carried out and also reviews comment letters, inspection reports with adjustments and the follow-ups that are performed.

The Commission also has direct authority over the external auditor. To satisfy its responsibilities regarding external auditors, the Commission ensures
and preserves the external auditor’s independence by authorizing all non-audit-related services, by recommending auditor appointments and renewals,
by recommending and settling auditor compensation and by conducting annual auditor evaluations. In addition, the Commission supervises the
work of the external auditors and examines their audit proposal, their audit mandate, their annual audit strategy, their auditors’ reports, their
auditors’ management letter and Management’s comments. Desjardins Group has a policy that governs the awarding of contracts for related
services. Specifically, this policy addresses the following: a) the services that can or cannot be performed by external auditors; b) the governance
procedures that must be followed before mandates may be awarded; and c) the responsibilities of the key players involved. The Commission
receives a quarterly report on the contracts awarded to external auditors by each of Desjardins Group’s components. 

The Commission also ensures and preserves the independence of Desjardins Group’s internal audit service. It analyzes the internal audit team’s annual
audit strategy as well as its responsibilities, performance, objectivity, and team personnel. The Commission reviews the internal audit team’s summary
reports and, if necessary, takes follow-up action. When doing so, the Commission meets with the Internal Auditor of Desjardins Group to discuss
any important matters submitted to Management. With respect to relations with the Autorité des marchés financiers, the Commission reviews
the inspection report issued by this organization, as well as the financial reports that the Fédération must submit each quarter to the Autorité.

The Commission meets privately with external auditors, Management, the head of Internal Audit of Desjardins Group, the Inspector and Auditor
General of Desjardins Group, and representatives from the Autorité des marchés financiers. Every quarter, it reports to the Board of Directors and,
if necessary, makes recommendations. Lastly, to comply with sound corporate governance practices, the Commission annually reviews the degree
of efficiency and effectiveness with which it has performed the tasks set out in its charter. 

The Commission is made up of five independent administrators. With the exception of one member of the Commission who serves as an instructor
at training sessions intended for Desjardins Group personnel and elected officers, the Group does not remunerate, either directly or indirectly,
any other member for services other than those rendered as a member of Desjardins Group’s Board of Directors and its committees.

All the members of the Commission have the knowledge required to read and interpret the financial statements of a financial institution, based
on the criteria established by the Commission’s charter.

The Commission met on thirteen occasions in 2005. As at December 31, 2005, the members of the Commission were Ms. Andrée Lafortune, FCA,
Mr. Jean-Guy Bureau, Mr. Marcel Lauzon, Mr. Pierre Leblanc, FCA, and Mr. Benoît Turcotte.

Andrée Lafortune, FCA
Chair
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MANAGEMENT’S RESPONSIBILITY 
FOR FINANCIAL REPORTING
The Combined Financial Statements of Desjardins Group and all the information contained in this Annual Report are the responsibility
of the Management of the Fédération des caisses Desjardins du Québec, whose duty is to ensure their integrity and fairness.

The Combined Financial Statements were prepared according to Canadian generally accepted accounting principles and according to the accounting
requirements of the Autorité des marchés financiers, as applicable. The Combined Financial Statements necessarily contain amounts established
by Management that are based on estimates which it deems fair and reasonable. These estimates include, among other things, valuations of
the actuarial and related liabilities performed by the actuaries of the insurance segments. All financial information presented in the Annual Report
is consistent with the audited Combined Financial Statements .

As the Management of the Fédération des caisses Desjardins du Québec is responsible for the reliability of Desjardins Group’s Combined Financial
Statements and related information, and the accounting systems from which they are derived, it maintains and relies on appropriate internal
controls over operations and related accounting practices. The controls in place notably include an organizational structure that ensures effective
segregation of duties, standards in personnel hiring and training, policies and a procedures manual, as well as the application of control methods
that are regularly updated, thereby exercising adequate supervision of operations. The effectiveness of the controls and systems is evaluated on a
regular basis by the Desjardins Group Bureau for Financial Monitoring and Enforcement and by the Group’s Internal Audit Division. Management
also maintains a financial governance process that is inspired by industry best practices and is comparable to the requirements set out in
Multilateral Instrument 52-109 (Certification of Disclosure in Annual and Interim Filings).

The Autorité des marchés financiers conducts an inspection of Desjardins Group components under its authority on an ongoing basis.

The Board of Directors of the Fédération des caisses Desjardins approves the financial information presented in the Annual Report of Desjardins
Group based on the recommendation of the Audit and Inspection Commission. The Audit and Inspection Commission is mandated by the Board
of Directors to examine the Combined Financial Statements and Management’s Discussion and Analysis of Desjardins Group. Also, the Audit and
Inspection Commission, consisting of directors who are neither officers nor employees of Desjardins Group, exercises an oversight role to ensure
that Management implemented adequate systems and control procedures for the presentation of quality financial information that includes
the required disclosures within the delays requested.

The Combined Financial Statements were examined by the auditors appointed by the Board of Directors: Samson Bélair/Deloitte & Touche s.e.n.c.r.l.
and the Audit Department of Desjardins Group Bureau for Financial Monitoring and Enforcement, whose report follows. The auditors may meet
with the Audit and Inspection Commission at any time to discuss their audit and any questions related thereto, notably the integrity of the financial
information provided and the quality of internal control systems.

Alban D’Amours Monique F. Leroux, FCA
President and Chief Executive Officer Senior Executive Vice-President,
Desjardins Group Chief Financial Officer

Desjardins Group

Lévis, February 20, 2006
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AUDITORS’ REPORT
TO THE MEMBERS OF THE FÉDÉRATION 
DES CAISSES DESJARDINS DU QUÉBEC
We have audited the Combined Balance Sheets of Desjardins Group as at December 31, 2005 and 2004 and the Combined Statements of Income,
the Combined Statements of Changes in Equity and the Combined Statements of Cash Flows for each of the years in the three-year period ended
December 31, 2005. These financial statements are the responsibility of the Management of the Fédération des caisses Desjardins du Québec.
Our responsibility is to express an opinion on these Combined Financial Statements based on our audits.

Our audits were conducted in accordance with Canadian generally accepted auditing standards, which require that we plan and perform an audit
to obtain reasonable assurance that the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. It also includes assessing the accounting principles used and significant estimates
made by Management, as well as evaluating the overall financial statement presentation.

In our opinion, these Combined Financial Statements present fairly, in all material respects, the financial position of Desjardins Group
as at December 31, 2005 and 2004 and the results of its operations and its cash flows for each of the years in the three-year period ended
December 31, 2005 in accordance with Canadian generally accepted accounting principles.

Samson Bélair / Deloitte & Touche, s.e.n.c.r.l. Audit Department
Chartered Accountants Desjardins Group Bureau for Financial

Monitoring and Enforcement

Québec City, February 20, 2006 Lévis, February 20, 2006
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COMBINED BALANCE SHEETS
As at December 31
(in millions of $)

2005 2004

ASSETS
Cash and deposits with financial institutions $ 1,296 $ 1,325

Securities (Note 3)

Investment account 20,069 18,117
Trading account 3,045 1,889

23,114 20,006

Securities borrowed or purchased under reverse repurchase agreements 2,210 774

Loans (Notes 4 and 5)

Residential mortgages 48,505 43,307
Consumer, credit card and other personal loans 14,411 13,373
Business and government 20,278 19,328

83,194 76,008
Cumulative provision for credit losses (Note 4) (722) (753)

82,472 75,255

Other assets
Land, buildings and equipment (Note 6) 1,208 1,182
Interest receivable 435 415
Derivative-related assets 862 1,274
Clients’ liability under acceptances 848 149
Other (Note 7) 5,623 6,062

8,976 9,082

Total assets $118,068 $106,442
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2005 2004

LIABILITIES AND EQUITY
Liabilities
Deposits (Note 8)

Individuals $ 59,291 $ 55,063
Business and government 16,588 15,351
Deposit-taking institutions and other 7,568 6,573

83,447 76,987

Other liabilities
Actuarial and related liabilities (Note 9) 10,500 9,821
Borrowings (Note 10) 345 127
Interest payable 663 636
Derivative-related liabilities 1,303 1,404
Acceptances 848 149
Commitments related to securities lent or sold under repurchase agreements 5,058 3,159
Commitments related to securities sold short 2,310 859
Other (Note 11) 4,101 4,316

25,128 20,471

Subordinated debentures (Note 12) 1,355 1,589

Non-controlling interests (Note 13) 233 235

Equity
Capital stock (Note 14) 845 851
Share capital (Note 15) 64 79
Undistributed surplus earnings 729 553
Reserves 6,267 5,677

7,905 7,160

Total liabilities and equity $118,068 $106,442

The accompanying notes are an integral part of the Combined Financial Statements.

Approved by the Board of Directors of Fédération des caisses Desjardins du Québec

Alban D’Amours Pierre Tardif
Chairman of the Board Vice-Chair of the Board
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COMBINED STATEMENTS OF INCOME
Years ended December 31
(in millions of $)

2005 2004 2003

Interest income
Loans $ 4,522 $ 4,249 $ 4,165
Securities 351 345 382

4,873 4,594 4,547

Interest expense
Deposits 1,739 1,616 1,609
Subordinated debentures and borrowings 90 92 84

1,829 1,708 1,693

Net interest income 3,044 2,886 2,854

Other income
Net premiums 3,547 3,263 3,007
Deposit and payment service charges 417 402 393
Lending fees and credit card service revenues 263 229 190
Brokerage, investment fund and trust services 403 344 248
Investing and trading activities 948 929 688
Other 449 411 356

6,027 5,578 4,882

Total income 9,071 8,464 7,736

Provisions for credit losses 96 94 75

Non-interest expenses
Claims, benefits, annuities and changes in insurance provisions 3,252 2,970 2,974
Salaries and fringe benefits 2,104 1,984 1,789
Premises, equipment and furniture, including amortization 369 338 343
Outsourcing of processing services 315 295 250
Communications 228 212 198
Other 1,196 1,064 940

7,464 6,863 6,494

Operating surplus earnings from continuing operations 1,511 1,507 1,167
Income taxes on surplus earnings (Note 16) 403 418 314

Surplus earnings from continuing operations before non-controlling interests 
and patronage allocations to members 1,108 1,089 853

Non-controlling interests (Note 13) 24 18 25

Surplus earnings from continuing operations before patronage allocations to members 1,084 1,071 828
Discontinued operations (Note 25) 5 1 6

Surplus earnings before patronage allocations to members 1,089 1,072 834
Provision for patronage allocations to members (Note 17) 408 372 443
Tax recovery on the provision for patronage allocations to members (Note 16) (120) (106) (143)

Surplus earnings for the year after patronage allocations to members $ 801 $ 806 $ 534

The accompanying notes are an integral part of the Combined Financial Statements.
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COMBINED STATEMENTS 
OF CHANGES IN EQUITY
Years ended December 31
(in millions of $)

2005 2004 2003

Capital stock
Balance at beginning of year $ 851 $ 848 $ 835
Net change during the year (6) 3 13

Balance at end of year $ 845 $ 851 $ 848

Share capital
Balance at beginning of year $ 79 $ 77 $ 74
Issuance of preferred shares 2 2 3
Redemption of preferred shares (Note 15) (17) — —

Balance at end of year $ 64 $ 79 $ 77

Undistributed surplus earnings
Balance at beginning of year $ 553 $ 535 $ 493
Surplus earnings for the year after patronage allocations to members 801 806 534
Remuneration on permanent shares (net of income taxes recovered) (13) (20) (14)
Dividends on preferred shares (3) (3) (3)
Transfer to stabilization reserve (3) (3) (8)
Transfer to general reserve (606) (762) (467)

Balance at end of year $ 729 $ 553 $ 535

RESERVES
Stabilization reserve
Balance at beginning of year $ 271 $ 268 $ 260
Transfer from undistributed surplus earnings 3 3 8

Balance at end of year $ 274 $ 271 $ 268

General reserve
Balance at beginning of year $ 5,406 $ 4,644 $ 4,177
Initial impact of the adoption of AcG-15, Consolidation of Variable Interest Entities (Note 1) (19) — —
Transfer from undistributed surplus earnings 606 762 467

Balance at end of year $ 5,993 $ 5,406 $ 4,644

Total reserves $ 6,267 $ 5,677 $ 4,912

Total equity $ 7,905 $ 7,160 $ 6,372

The accompanying notes are an integral part of the Combined Financial Statements.
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COMBINED STATEMENTS OF CASH FLOWS
Years ended December 31
(in millions of $)

2005 2004 2003

Cash flows from (used in) operating activities
Surplus earnings for the year after patronage allocations to members $ 801 $ 806 $ 534
Adjustments for:

Amortization 135 135 130
Amortization of realized deferred and unrealized net gains on investment securities (14) (24) (98)
Net change in actuarial and related liabilities 679 670 943
Future income taxes 45 105 (83)
Provisions for credit losses 96 94 75
Non-controlling interests 24 18 25
Net gain on disposal of investment securities (88) (25) (122)
(Appreciation) depreciation, venture capital investment 17 (14) 39
Changes in operating assets and liabilities

Interest receivable (20) (68) (3)
Interest payable 27 (4) 13
Trading account securities (1,156) (856) (259)
Derivative-related assets 412 (128) (83)
Derivative-related liabilities (101) 417 (257)
Other 567 (345) 34

1,424 781 888

Cash flows from (used in) financing activities
Net change in deposits 6,460 4,768 7,632
Issuance of borrowings and subordinated debentures 422 450 34
Repayment of borrowings and subordinated debentures (444) (28) (117)
Net change in share capital (6) 3 13
Issuance of preferred shares 2 2 3
Redemption on preferred shares (17) — —
Remuneration on permanent shares (net of income taxes recovered) (13) (20) (14)
Dividends on preferred shares (3) (3) (3)
Change in the commitments related to securities sold short 1,451 350 77

7,852 5,522 7,625

Cash flows (used in) from investing activities
Net change in loans (7,434) (6,607) (6,158)
Proceeds from securitization of mortgage loans 121 — —
Net change in investment account securities (1,853) 374 (2,245)
Net change in land, buildings and equipment (161) (134) (115)
Net proceeds on disposal related to discontinued operations 22 — 22
Business acquisitions, net of cash — — (20)

(9,305) (6,367) (8,516)

Net decrease in cash and cash equivalents (29) (64) (3)
Cash and cash equivalents at beginning of year 1,325 1,389 1,392

Cash and cash equivalents at end of year $ 1,296 $ 1,325 $ 1,389

Composition of cash and cash equivalents
Cash $ 990 $ 1,005 $ 985
Deposits with financial institutions and Bank of Canada 124 107 94
Cheques and other notes in transit (net amount) 182 213 310

$ 1,296 $ 1,325 $ 1,389

Supplemental cash flow information
Interest paid during the year $ 1,802 $ 1,715 $ 1,680
Income taxes on surplus earnings paid during the year 247 270 203

The accompanying notes are an integral part of the Combined Financial Statements.
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NOTES TO THE COMBINED 
FINANCIAL STATEMENTS
(Tabular amounts presented in the Notes to the Combined Financial Statements are in millions of dollars, unless otherwise stated).

Desjardins Group (the Group) is made up of the Fédération des caisses Desjardins du Québec, its member caisses and its subsidiaries, the Fédération
des caisses populaires de l’Ontario and its member caisses, and the Fonds de sécurité Desjardins. The Group, a cooperative financial group,
is a leading player in the economic and social development of the communities it serves.

Note 1 SIGNIFICANT ACCOUNTING POLICIES
Pursuant to the Act respecting financial services cooperatives, the Combined Financial Statements of Desjardins Group have been prepared
by Management in accordance with Canadian generally accepted accounting principles (GAAP), including the requirements of CICA Handbook
Section 1100, “Generally Accepted Accounting Principles,” which was applied prospectively on January 1, 2004. They also satisfy the accounting
requirements of the Autorité des marchés financiers, which do not differ from GAAP. In preparing the financial statements according to GAAP,
Management is required to make certain estimates and assumptions that have an impact on assets and liabilities and the reporting of contingent
assets and liabilities in the financial statements, as well as income and expenses for the periods covered. The main items for which Management
had to pass subjective and complex judgment include the cumulative provision for credit losses, the securitization of mortgage loans, the valuation
of financial instruments at fair value, actuarial and related liabilities, the provision for patronage allocations to members, net charge related
to employee future benefit plans and income taxes on surplus earnings. Actual results may differ from these estimates.

COMBINED FINANCIAL STATEMENTS These financial statements include the accounts of the components of the Group. The principles used to
prepare combined financial statements are similar to those used to prepare consolidated financial statements. The Combined Financial Statements
include the assets, liabilities, equity and the operating results of the Group components, following the elimination of intercompany transactions
and balances.

CONSOLIDATION OF VARIABLE INTEREST ENTITIES The application of Accounting Guideline AcG-15, “Consolidation of Variable Interest
Entities,” on January 1, 2005, resulted in the consolidation of Desjardins Credit Union Inc., a cooperative in which the Group holds a significant
subordinated investment, and of Centaur Trust, a trust in which the Group holds 100% of the variable interests.

Under this Guideline, a variable interest entity (VIE) must be consolidated by its primary beneficiary, that is, the entity that assumes the majority
of the expected losses and/or the possibility of receiving the principal residual returns. A VIE refers to an entity in which the equity investment
is not sufficient to permit the entity to finance its activities without additional subordinated financial support from a third party, or an entity in
which equity holders as a group do not have the power to make decisions or are not obliged to absorb the expected losses or the right to receive
expected residual returns.

Applying this new Guideline as of January 1, 2005 resulted in an increase in assets of $1,879M and in liabilities of $1,898M as well as a reduction
in the general reserve of $19M.

ACCEPTANCES AND CLIENTS’ LIABILITY UNDER ACCEPTANCES The potential liability of the Group under acceptances is recorded
as a liability in the Combined Balance Sheets. Recourse against the client, in the event of a call on any of these commitments, is recorded as
an equivalent offsetting asset. Fees earned are reported in the Combined Statements of Income under “Other income – Other.”

SECURITIES BORROWED OR PURCHASED UNDER REVERSE REPURCHASE AGREEMENTS AND SECURITIES LENT OR SOLD UNDER
REPURCHASE AGREEMENTS The Group enters into short-term purchases of securities under reverse repurchase agreements and, at the same
time, into sales of securities under agreements to repurchase at a fixed price and date. These agreements are treated as collateralized lending
transactions and are recorded in the Combined Balance Sheets at the selling or purchase price committed to in the agreement. According to the
accrual basis of accounting, the interest related to reverse repurchase agreements and repurchase agreements is recorded in income for the year.

The obligation to return cash collateral received and the right to receive back cash collateral paid on borrowing and lending of securities are
recorded, respectively, under “Securities lent or sold under repurchase agreements” and under “Securities borrowed or purchased under reverse
repurchase agreements.” Interest received or paid on cash collateral is recorded in the Combined Statements of Income for the year.
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Note 1 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
COMMITMENTS RELATED TO SECURITIES SOLD SHORT Securities sold short as part of trading activities, which represent the Group’s
obligation to deliver securities that it did not possess at the time of sale, are recorded as liabilities at their fair values. Realized and unrealized gains
or losses on these securities are recorded in the Combined Statements of Income under “Other income – Investing and trading activities.”

FOREIGN CURRENCY TRANSLATION Monetary assets and liabilities denominated in foreign currencies are translated into Canadian dollars
at the rate prevailing on the balance sheet date. Income and expenses are translated at the average exchange rate in effect during the year.
The resulting gains and losses, realized or unrealized, are recognized in “Other income – Other.”

ASSETS UNDER MANAGEMENT AND SEGREGATED FUNDS Assets under management and segregated funds of the life and health
insurance subsidiary are held for the direct beneficial interest of clients and policyholders. These assets under management are therefore excluded
from the Combined Balance Sheets. The income derived from these management services are recorded in the Combined Statements of Income
under “Other income – Other.”

SPECIFIC ACCOUNTING POLICIES The accounting policies related to a note to the Combined Financial Statements are presented with this note
so that they may be better understood.

The significant accounting policies are presented in the following notes:

Note
Number Note Heading Accounting Policies

3 Securities Securities

4 Loans and cumulative provision for credit losses Loans and cumulative provision for credit losses

5 Securitization of mortgage loans Securitization of mortgage loans

6 Land, buildings and equipment Land, buildings and equipment

7 Other assets Real estate investments, goodwill and other intangible assets 
and disposal of long-lived assets and discontinued operations

9 Actuarial and related liabilities Reinsurance and net premiums

16 Income taxes on surplus earnings Income taxes on surplus earnings

18 Employee future benefit plans Employee future benefit plans

19 Derivative financial instruments Derivative financial instruments

COMPARATIVE FIGURES Certain comparative figures from the previous year have been reclassified to conform to the current year’s presentation.

Note 2 FUTURE ACCOUNTING CHANGES
CONSOLIDATION OF VARIABLE INTEREST ENTITIES (NEW REQUIREMENTS INTO EFFECT) On January 1, 2006, the Group will adopt the
new requirements of Accounting Guideline No. 18 “Investment Companies” (AcG-18) issued by the CICA in 2004, which must apply for a fiscal year
beginning on or after July 1, 2005. Under this Guideline, investment companies that are the primary beneficiaries of a variable interest entity (VIE),
which itself is also an investment company, must consolidate this variable interest entity. Until now, such an investment was recorded at fair value.

In addition, in 2005, the CICA’s Emerging Issues Committee issued Abstract No. 157, “Implicit Variable Interests Under AcG-15” (EIC-157). This EIC
clarifies that implicit variable interests are implied financial interests in a VIE that change with changes in the fair value of the entity’s net assets
exclusive of variable interests. An implicit variable interest is similar to an explicit variable interest except that it involves absorbing and/or receiving
variability indirectly from the entity. The identification of an implicit variable interest is a matter of judgment that depends on the relevant facts
and circumstances. EIC-157 is effective as of January 1, 2006.

The application of these new accounting requirements on January 1, 2006 will result in the consolidation of investment companies, which are VIEs,
in which the Group holds implicit variable interests that make it the primary beneficiary of these companies under the provisions of the CICA
Accounting Guideline “Consolidation of Variable Interest Entities” (AcG-15). On January 1, 2006, the impact of the consolidation of these VIEs will
be an increase of $6B in assets and liabilities.
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FINANCIAL INSTRUMENTS In January 2005, the Canadian Institute of Chartered Accountants published new accounting standards (“Financial
Instruments – Recognition and Measurement” (Section 3855), “Hedges” (Section 3865), and “Comprehensive Income” (Section 1530)) that will
apply to the Group effective January 1, 2007. The main guidelines for recognizing and measuring financial instruments and for applying hedge
accounting are described subsequently. The impact of these accounting standards on the Group’s Combined Financial Statements cannot be
determined because the impact will depend on the prevailing positions and on the fair values at the time of transition as well as on the Group’s
hedging strategies.

Financial instruments – recognition and measurement Financial assets will have to be classified in one of the following four categories: 1) held
for trading, 2) available for sale, 3) held to maturity, and 4) loans and receivables. Financial liabilities will have to be classified as “held for trading”
or “other.” Financial assets and liabilities held for trading as well as available-for-sale financial assets will be recorded on the Combined Balance
Sheets at fair value. The change in fair value of those held for trading will be recognized in combined income for the period, while the change
in those held for sale will be recognized in other combined comprehensive income until they are derecognized. Held-to-maturity financial assets,
loans and receivables, and financial liabilities not held for trading will be recognized at amortized cost.

Hedges Derivative financial instruments will continue to be recorded on the Combined Balance Sheets at fair value. Those not designated in a
hedging relationship will be classified in the “held-for-trading” category. Those recorded in a hedging relationship will be classified in a fair value
or cash flow hedge. In a fair value hedge, the gains or losses resulting from a revaluation of the fair value of the derivative financial instrument
and of the designated risk of the hedged item will be recognized in combined income regardless of the category in which this hedged item will
have been classified. With respect to a cash flow hedge, the gains and losses arising from changes in the fair value of the effective portion of the
financial instrument will be recognized in “Other income” of combined comprehensive income until this hedged item is recognized in combined
income. On the other hand, the ineffective portion will be recognized immediately in combined income.

Comprehensive income The new “Statement of Comprehensive Income” will be added to the Group’s Combined Financial Statements and will
include unrealized gains and losses on available-for-sale financial assets and the change in the effective portion of the cash flow hedge.

Note 3 SECURITIES
Securities include investment account and trading account securities.

INVESTMENT ACCOUNT SECURITIES Investment account securities are held until maturity or until the market favours other types of investments.

Debt securities are carried at unamortized cost. Premiums and discounts are amortized using the effective yield method over the terms of the
securities. Amortization of these premiums and discounts and interest income are recorded in “Interest income – Securities.” The gains and losses
realized on the disposal of these securities, which are calculated at the average cost, as well as any write-downs needed to reflect other-than-
temporary impairments in value, are recognized immediately in “Other income – Investing and trading activities,” except for gains and losses
realized on the disposal of securities held by the Life and Health Insurance segment, which are deferred and amortized over the remaining useful
life of the disposed security for a maximum of 20 years.

Equity securities held in companies subject to significant influence are carried at equity while other equity securities are carried at cost, and
preferred shares are carried at cost, net of premiums and discounts, except those held by the Life and Health Insurance segment, which are
accounted for using the moving average market value method. Income from equity accounting, and the dividends received for securities recorded
at cost are recognized in “Interest income – securities.” Gains and losses realized on the disposal of equity securities, as well as any write-downs
needed to reflect other-than-temporary impairments in value, are recognized immediately in “Other income – Investing and trading activities.”
However, realized and unrealized gains and losses on equity securities of the Life and Health Insurance segment are deferred and included
in income using the declining balance method at a rate of 15% per annum.

Since January 1, 2003, the investments of components operating as investment companies are carried at their fair value. The realized and unrealized
gains and losses on these investments are immediately charged to “Other income – Investing and trading activities.”
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Note 3 SECURITIES (CONTINUED)
TRADING ACCOUNT SECURITIES Trading account securities, which are acquired for resale in the short term, are carried at their fair value.
Interest and dividend income from trading account securities are recorded under “Interest income – Securities.” Securities sold short are recorded
as liabilities and carried at their fair value. Realized or unrealized gains and losses are immediately recorded under “Other income – Investing
and trading activities.”

Maturity 2005 2004

Under 1 to Over 3 to Over 5 to Over No specific Carrying Carrying
1 year 3 years 5 years 10 years 10 years maturity value Fair value value Fair value

Investment account
Securities issued 

or guaranteed by
Canada $ 633 $ 642 $ 1,134 $ 441 $ 73 $ — $ 2,923 $ 2,973 $ 2,099 $ 2,161

Yield 3.39 % 3.94 % 3.93 % 4.54 % 4.90 % 3.93 % 4.29 %
The provinces or provincial 

corporations in Canada 625 1,728 1,897 2,289 2,759 — 9,298 10,147 10,291 10,873
Yield 3.81 % 4.11 % 4.10 % 4.69 % 5.85 % 4.75 % 4.72 %

School or public corporations 
in Canada 67 43 26 53 138 — 327 353 276 296
Yield 4.14 % 7.45 % 6.37 % 5.10 % 5.86 % 5.63 % 6.16 %

Government institutions abroad — 12 — — 30 — 42 45 37 39
Yield 4.49 % 5.42 % 5.16 % 4.63 %

Other securities in Canada
Financial institutions 2,313 490 116 50 30 — 2,999 3,004 1,739 1,747

Yield 3.47 % 3.42 % 4.50 % 4.99 % 5.52 % 3.55 % 3.28 %
Other issuers 1,839 461 259 523 247 10 3,339 3,391 1,971 2,025

Yield 3.47 % 3.75 % 5.42 % 5.17 % 6.43 % 4.13 % 3.73 %
Equity securities 3 7 23 15 — 580 628 652 593 607
Securities from 

foreign issuers
Financial institutions 63 25 2 — 36 — 126 133 107 110

Yield 3.98 % 7.08 % 4.60 % 5.38 % 5.00 % 4.63 %
Other issuers 38 13 11 8 12 — 82 85 616 624

Yield 7.76 % 6.87 % 9.61 % 8.71 % 6.01 % 7.70 % 6.37 %
Equity securities — — — — — 305 305 323 388 399

Total investment account 5,581 3,421 3,468 3,379 3,325 895 20,069 21,106 18,117 18,881

Trading account
Securities issued 

or guaranteed by
Canada 204 572 536 162 146 — 1,620 1,620 571 571
The provinces or municipal 

corporations in Canada 63 190 237 212 146 — 848 848 542 542
School or public corporations 

in Canada 6 13 3 6 — — 28 28 57 57
Government institutions abroad — 47 5 6 5 — 63 63 — —
Other securities in Canada
Financial institutions 4 1 1 4 — — 10 10 13 13
Other issuers 2 6 7 5 12 336 368 368 108 108
Equity securities — — — — — 108 108 108 598 598

Total trading account 279 829 789 395 309 444 3,045 3,045 1,889 1,889

$ 5,860 $ 4,250 $ 4,257 $ 3,774 $ 3,634 $ 1,339 $ 23,114 $ 24,151 $ 20,006 $ 20,770

Yields are calculated based on the carrying value of the securities at end of year adjusted to take into account any amortization of premiums
and discounts.
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Total securities held for investment purposes include foreign currency securities in the amount of CAD$2,045M (CAD$1,200M in 2004), of which
CAD$1,843M (CAD$976M in 2004) was denominated in U.S. dollars.

Securities of the Venture Capital segment include unrealized depreciation of $14M (appreciation of $3M in 2004). The changes in unrealized
depreciation in the Combined Statements of Income total $17M (appreciation of $14M in 2004 and depreciation of $39M in 2003).

UNREALIZED GAINS AND LOSSES ON INVESTMENT ACCOUNT SECURITIES

2005 2004

Carrying Unrealized Unrealized Carrying Unrealized Unrealized
value gross gains gross losses Fair value value gross gains gross losses Fair value

Securities issued 
or guaranteed by

Canada $ 2,923 $ 56 $ 6 $ 2,973 $ 2,099 $ 62 $ — $ 2,161
The provinces or municipal 

corporations in Canada 9,298 854 5 10,147 10,291 582 — 10,873
School or public corporations in Canada 327 26 — 353 276 20 — 296
Government institutions abroad 42 3 — 45 37 2 — 39
Other securities in Canada
Financial institutions 2,999 7 2 3,004 1,739 10 2 1,747
Other issuers 3,339 58 6 3,391 1,971 61 7 2,025
Equity securities 628 28 4 652 593 17 3 607
Securities from foreign issuers
Financial institutions 126 7 — 133 107 3 — 110
Other issuers 82 6 3 85 616 11 3 624
Equity securities 305 18 — 323 388 11 — 399

$ 20,069 $ 1,063 $ 26 $ 21,106 $ 18,117 $ 779 $ 15 $ 18,881

Note 4 LOANS AND CUMULATIVE PROVISION FOR CREDIT LOSSES
LOANS Loans, including advances to policyholders, are stated at cost, net of the cumulative provision for credit losses.

A loan is considered impaired and the related interest is no longer calculated when: a) there is reasonable doubt as to the collectibility of a portion
of the principal or the interest or b) the interest or principal repayment is contractually 90 days or more past due, unless the loan is fully secured
or in the process of collection, or c) the loan is more than 180 days in arrears. As soon as a loan is considered impaired, the interest accrued but
not collected is capitalized to the loan, and no interest is recorded thereafter. Payments received subsequently are accounted for as a credit to
the principal. A loan ceases to be considered impaired and interest is once again accounted for under the accrual method when the principal
and interest payments are up to date and the collectibility of the loan is no longer in doubt.

Collateral is obtained if deemed necessary for a member’s or client’s loan facility following an assessment of its creditworthiness. Collateral
normally takes the form of an asset such as cash, government securities, shares, receivables, inventory or capital assets.

The commissions collected and the direct costs related to the assembly, restructuring and renegotiation of loans are treated as being integral to
the return from the loan and are deferred and amortized as interest income over their estimated terms. Commitment and preparation commissions
are also included in “Interest income – Loans,” according to the expected term if it is likely that a loan will result; if not, these commissions are
recorded as "Other income" during the commitment or preparation period. Loan syndication fees are carried to “Other income” when the syndication
is signed unless the return on the loan kept by the Group is less than the return from other comparable lending institutions that participate in the
financing. In such instances, an appropriate portion of the commissions is deferred by charging it to interest income over the term of the loan.
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Note 4 LOANS AND CUMULATIVE PROVISION FOR CREDIT LOSSES
(CONTINUED)

CUMULATIVE PROVISION FOR CREDIT LOSSES The cumulative provision for credit losses reflects Management’s best estimate of potential
losses related to both on- and off-balance sheet items and its assessment of economic conditions. Any material change could result in a change
to the currently recognized amount for the cumulative provision for credit losses.

The cumulative provision for credit losses is made up of specific provisions and a general provision. With respect to the loan portfolio, risk is assessed
regularly, and specific provisions are determined, on a loan by loan basis, for all loans considered impaired. The carrying value of impaired loans is
measured by discounting expected future cash flows at the rate of interest inherent in the loan. The provision is equal to the difference between
this valuation and the balance of the loan. Any variation in the cumulative provision for credit losses due either to the passage of time or a revision
of expected payments is recorded under “Provisions for credit losses” in the Combined Statements of Income. Credit card balances are written off
completely when no payment has been received for a period of 180 days. In addition, a general provision is recognized to reflect Management’s
best estimate of probable losses related to the portion of the loan portfolio not yet classified as impaired. The general provision is determined by
using a statistical model based on changes in losses by loan category. Moreover, an additional amount is considered in order to reflect the impact
of economic and other factors. The general provision does not represent future losses or serve as a substitute for the specific provisions.

Loans are written off when all attempts at restructuring and collection have been made and the prospect of further recovery is remote.

LOANS AND IMPAIRED LOANS

2005 2004

Gross Net Gross Net
Gross impaired Specific General impaired Gross impaired Specific General impaired
loans loans provisions provision loans loans loans provisions provision loans

Residential mortgages $ 48,505 $ 70 $ 12 $ — $ 58 $ 43,307 $ 79 $ 19 $ — $ 60
Consumer, credit card and 

other personal loans 14,411 69 33 — 36 13,373 70 36 — 34
Business and government 20,278 188 72 — 116 19,328 252 93 — 159
General provision — — — 605 (605) — — — 605 (605)

$ 83,194 $ 327 $ 117 $ 605 $ (395) $ 76,008 $ 401 $ 148 $ 605 $ (352)

CUMULATIVE PROVISION FOR CREDIT LOSSES

2005 2004

Balance at beginning of year $ 753 $ 847
Provisions for credit losses 96 94
Write-offs and recoveries (127) (188)

Balance at end of year $ 722 $ 753
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Note 5 SECURITIZATION OF MORTGAGE LOANS
As part of its liquidity and capital management strategy, Desjardins Group participates in the Mortgage-Backed Securities Program under
the National Housing Act. Under this program, the Group converts mortgage loans into mortgage-backed securities (“NHA MBS Program”)
and transfers them to the Canada Housing Trust. These securitization operations are recorded as sales; the loans are therefore removed from
the Combined Balance Sheets since the Group has ceded control of these assets and receives a consideration other than beneficial interests
in these assets.

The Group records assets obtained and liabilities assumed as follows:

The right to an excess interest spread until the maturity of the transferred loans, which represents the difference between the interest receivable
on the transferred loans and the return payable to holders of NHA MBS securities. This spread is presented in the Combined Balance Sheets under
“Other assets – Other” and, the resulting return is charged to “Other income – Other” as mortgage payments are received.

A servicing liability is recognized in the Combined Balance Sheets under “Other liabilities – Other” when the Group assumes the management
responsibility of the transferred loans. The liability is amortized according to the maturity of these transferred loans and charged to “Other
income – Other.”

The Group entered into a swap agreement with the Canada Housing Trust under which the Canada Housing Trust is committed to pay, on a monthly
basis, all of the interest income received from NHA MBSs, and the Group pays, on a quarterly basis, an amount of interest based on a market rate
to the Canada Housing Trust.

At the time of sale, the Group recognizes the gain or loss on disposal in the Combined Statements of Income under “Other income – Other,” net
of transaction expenses. The gain or loss on disposal depends on the carrying value of the transferred loans as well as the fair value of the assets
obtained and the liabilities assumed. Fair value is determined based on discounted expected cash flows and considering the most likely estimates,
which are based on some of Management’s key assumptions, such as forward yield curves on mortgage loans, the discount rate according to the
risks involved, and the prepayment rate.

During 2005, the Group securitized by way of NHA MBS mortgage loans guaranteed by the Canada Mortgage and Housing Corporation
for an amount of $125M. This amount includes $2M of unsold mortgage-backed securities, which are included in securities in the Combined
Balance Sheets. Mortgage loans sold have terms of 4 or 5 years and bear a one-year interest rate, which is renewable on the anniversary dates
of subsequent years.

No loss is anticipated, as these mortgage loans are secured.

As at December 31, 2005 the Group recorded an amount of $4M in the Combined Balance Sheets, which represents retained interests and an amount
of $2M for the servicing liabilities. The resulting gain from the securitization transaction totals $2M for 2005.

Key assumptions used to calculate the initial value of retained interests are as follows:

Excess interest spread 0.82 %
Discount rate 4.38 %
Prepayment rate 1.00 %
Weighted average life 45 months

The analysis of the sensitivity of the valuation of the fair value of retained interests with respect to immediate unfavourable change from 10%
to 20% in key assumptions does not have any significant impact. The result of the analysis must be used with caution since changes in fair value
associated with a change in assumptions cannot generally be extrapolated, since their relationship is not linear. What must be considered is that
each change in one factor could contribute to changes in another factor, thereby amplifying or reducing the effect of the sensitivity.
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Note 6 LAND, BUILDINGS AND EQUIPMENT
Land is recorded at cost. Buildings, equipment, furniture and leasehold improvements are recorded at cost less accumulated depreciation and
are depreciated over their estimated useful lives using the declining balance or straight-line method. The resulting gains and losses on disposals
are recognized in “Other income – Other” in the year in which they are realized.

Rates or term of depreciation:

Buildings 2.5% to 20%
Computer equipment 20% to 50%
Furniture, fixtures and other 5% to 50%
Leasehold improvements Term of the lease plus first renewal option

2005 2004

Accumulated Net carrying Net carrying
Cost depreciation value value

Land $ 90 $ — $ 90 $ 94
Buildings 1,194 456 738 753
Computer equipment 445 338 107 102
Furniture, fixtures and other 567 402 165 149
Leasehold improvements 219 111 108 84

$ 2,515 $ 1,307 $ 1,208 $ 1,182

Amortization for the year amounted to $135M ($135M in 2004 and $130M in 2003). As at December 31, 2004 the cost and accumulated
depreciation were $2,507M and $1,325M, respectively.

Note 7 OTHER ASSETS
REAL ESTATE INVESTMENTS Real estate investments are carried at cost, and the gains and losses on disposal as well as any write-downs needed
to reflect other-than-temporary impairments in value, are reported directly in the Combined Statements of Income for the year in which they occur
under “Other income – Other.”

Real estate investments held by the Life and Health Insurance segment are carried according to the moving average market method at 10%
per annum. Their value is appraised based on a three-year cycle by a qualified outside appraiser. Gains and losses on the disposal of real estate
investments are deferred and recorded in income using the declining balance method at a rate of 10% per annum. Any decline in value that
is other than temporary and affects the entire real estate investment portfolio is immediately charged to combined income for the year.

GOODWILL AND OTHER INTANGIBLE ASSETS Acquisitions of enterprises are recorded using the acquisition method. Under this method,
goodwill is the excess of the cost of the enterprise over the fair value of net assets acquired. Goodwill as well as intangible assets with indefinite
useful lives are not amortized but are tested for impairment at least once a year. The impairment test consists of a comparison, by reporting unit,
of the fair value of these assets and the carrying value. When the carrying value of goodwill exceeds its fair value, the excess amount is recorded
in combined income during the period in which the impairment is determined under “Non-interest expenses – Other.” Following the annual
impairment tests, no reduction in value of goodwill was recognized in income for 2005, 2004 and 2003.

The Group’s intangible assets with finite lives mainly include software and are presented at cost less accumulated amortization. They are amortized
using the straight-line method on their estimated useful lives, which do not exceed five years.
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DISPOSAL OF LONG-LIVED ASSETS AND DISCONTINUED OPERATIONS Long-lived assets classified as held for sale are measured
at the lower of their carrying amount or fair value less cost to sell. The fair value is determined using the method of prices for similar assets.

2005 2004

Real estate investments $ 416 $ 358
Goodwill 181 151
Premiums receivable 631 601
Future income tax assets (Note 16) 464 476
Accrued benefit assets (Note 18) 113 155
Assets related to securities lending 2,150 2,750
Accounts receivable and other items 1,668 1,402
Assets related to discontinued operations (Note 25) — 169

$ 5,623 $ 6,062

The fair value of real estate investments was $483M ($403M in 2004). Income from real estate investments are presented net of the operating
expenses of $49M ($35M in 2004).

Goodwill from the General Insurance segment amounts to $101M ($101M in 2004), and $17M from the Securities Brokerage, Asset Management,
Venture Capital and Other segment ($21M in 2004), and $63M from the Personal and Commercial segment ($29M in 2004).

Note 8 DEPOSITS
Deposits payable on demand, interest-bearing or non-interest bearing, are usually deposits held in chequing accounts. Desjardins Group does not
have the right to demand withdrawal notice with respect to these deposits. Deposits payable after notice are interest-bearing deposits, usually
held in savings accounts. Desjardins Group does have the legal right to demand a withdrawal notice with respect to these deposits. Term deposits
are interest-bearing deposits usually held in fixed-term deposit accounts, guaranteed investment certificates or similar instruments with terms
generally varying between one day and seven years, and maturing on a predetermined date.

Payable on demand Payable after notice Payable on a fixed date Total

2005 2004 2005 2004 2005 2004 2005 2004

Individuals $ 15,082 $ 13,568 $ 3,130 $ 3,059 $ 41,079 $ 38,436 $ 59,291 $ 55,063
Business and government 8,023 7,626 226 228 8,339 7,497 16,588 15,351
Deposit-taking institutions and other 109 38 — — 7,459 6,535 7,568 6,573

$ 23,214 $ 21,232 $ 3,356 $ 3,287 $ 56,877 $ 52,468 $ 83,447 $ 76,987

Note 9 ACTUARIAL AND RELATED LIABILITIES
ACTUARIAL AND RELATED LIABILITIES In life and health insurance, actuarial and related liabilities include actuarial liabilities under life
insurance and annuity contracts. Actuarial liabilities represent the amounts that, together with estimated future premiums and investment income,
will provide for all the Life and Health Insurance segment’s commitments under policies in force regarding estimated future benefits, policyholder
dividends and related expenses. It is the responsibility of the designated actuary of the subsidiary to assess the actuarial liabilities amount to be
established each year to cover future commitments. Actuarial liabilities are determined using the Canadian Asset Liability Method, which is consistent
with accepted Canadian actuarial practice.

In general insurance, provisions for claims and adjustment expenses are calculated on a discounted basis, with a margin for adverse deviations.
Separate estimates of loss are provided for each claim made. In addition, a provision is made for adjustment expenses, for changes in claims made,
and for claims incurred but not reported on the basis of past experience and in-force policies. These estimates are reviewed and updated regularly,
and restatements are included in income.
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Note 9 ACTUARIAL AND RELATED LIABILITIES (CONTINUED)
REINSURANCE In life and health insurance, premium income, payments to policyholders, actuarial liabilities, and changes in actuarial liabilities
related to contracts under reinsurance agreements are recorded net of amounts ceded to other insurers. In general insurance, the reinsurer’s share
of unearned premiums and of claims and adjustment expenses is recorded under “Other assets – Other.” Insurance earnings are recorded net of
reinsurance transactions.

NET PREMIUMS Gross premiums for all types of insurance policies and policies with limited mortality or morbidity risk of the Life and Health
Insurance segment are recognized as income when they become due. When these premiums are recognized, actuarial liabilities are calculated
to ensure that income and expenses are matched. The General Insurance segment’s premium income is distributed equally over the term of the
insurance policies on a monthly expiry basis. The portion of the premium corresponding to the time remaining at the end of the year is included
in unearned premiums.

Actuarial and related liabilities are as follows:

2005 2004

Actuarial liabilities $ 8,185 $ 7,721
Claims and adjustment expenses 1,079 920
Unearned premiums 680 670
Policyholder deposits 314 279
Provisions for participating policyholder’s dividends and experience refunds 242 231

$ 10,500 $ 9,821

COMPOSITION OF ACTUARIAL LIABILITIES 

As at December 31, actuarial liabilities and related matched assets were composed of the following:

2005

Personal Group
insurance insurance Savings Total

Gross actuarial liabilities $ 3,059 $ 1,724 $ 3,801 $ 8,584
Amounts transferred under reinsurance agreements (239) (145) (15) (399)

Net actuarial liabilities $ 2,820 $ 1,579 $ 3,786 $ 8,185

Composition of assets matched to actuarial liabilities
Bonds $ 2,197 $ 1,051 $ 2,275 $ 5,523
Mortgage loans 192 234 1,253 1,679
Real estate property 94 — — 94
Shares 189 40 1 230
Other 148 254 257 659

$ 2,820 $ 1,579 $ 3,786 $ 8,185

2004

Personal Group
insurance insurance Savings Total

Gross actuarial liabilities $ 2,885 $ 1,565 $ 3,687 $ 8,137
Amounts transferred under reinsurance agreements (265) (135) (16) (416)

Net actuarial liabilities $ 2,620 $ 1,430 $ 3,671 $ 7,721

Composition of assets matched to actuarial liabilities
Bonds $ 2,176 $ 1,098 $ 2,043 $ 5,317
Mortgage loans 104 180 1,393 1,677
Real estate property 95 — — 95
Shares 101 31 5 137
Other 144 121 230 495

$ 2,620 $ 1,430 $ 3,671 $ 7,721
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The fair value of assets matched to actuarial liabilities was $8,890M ($8,219M in 2004). Any change in the value of the assets matched to actuarial
liabilities would be offset by a somewhat similar change in these provisions and would not have a significant impact on income.

ACTUARIAL ASSUMPTIONS AND THEIR SENSITIVITY TO CHANGE The nature and method of the most significant assumptions used in
the computation of actuarial liabilities, as well as the method used to determine these assumptions, comply with industry practices. The actuarial
assumptions deal with mortality and morbidity, cancellation rate of contracts, investment income, operating expenses and dividends to policyholders.

The process of determining actuarial liabilities necessarily involves risks of adverse deviation from best estimates that vary in relation to the length
of the estimation period and the potential volatility of each component. Due to these uncertainties, best estimate assumptions are adjusted by
margins for adverse deviation, which increase actuarial liabilities and reduce the amount of gross income that would otherwise be recognized
at inception of the policies. With the passage of time and as estimation risk declines, the margins are released to income. If estimates of future
conditions change throughout the life of a policy, the discounted value of those changes is recognized in income immediately.

RISK MANAGEMENT In addition to the risks related to actuarial assumptions, the Life and Health Insurance segment is exposed
to the following risks:

Insurance and reinsurance risk In the normal course of operations, the segment is exposed to insurance risk. This risk is the risk that the initial
pricing is or will become insufficient. This risk arises from the selection of risks, from claims settlement, and from contractual clause management.
To manage this risk, the segment has established several policies on the development and pricing of products as well as on the management of
underwriting and commitments. It has also established a reinsurance policy. These policies clearly define its insurance risk management framework.
Strict controls are performed on an annual basis to ensure that these policies are respected.

The Life and Health Insurance segment enters into reinsurance agreements for, among other types of policies, policies with coverage in excess
of certain maximum amounts that vary in relation to business activities.

The Life and Health Insurance segment also underwrites catastrophe insurance to mitigate this risk. Catastrophe insurance covers claims in excess
of $5M per event up to a maximum liability of $150M. The coverage includes more restricted protection related to terrorism, which includes any
loss resulting from a nuclear, biological, chemical, or radioactive attack (NBCR) up to a maximum of $50M. Effective January 1, 2006 catastrophe
insurance will cover claims in excess of $50M per event up to a maximum liability of $200M, and the NBCR maximum coverage will be $100M.

In order to reduce the risk related to reinsurance, the Life and Health Insurance segment deals with many different registered reinsurers who meet
stringent credit standards and are subject to the same regulatory control as the segment. These reinsurance agreements do not release the Life and
Health Insurance segment from its obligations to policyholders.

The detailed impact of reinsurance on premiums and benefits and annuities is as follows:

2005 2004

Premiums:
Direct premiums $ 2,408 $ 2,194
Reinsurance ceded 108 104

$ 2,300 $ 2,090

Benefits and annuities:
Direct premiums $ 1,770 $ 1,590
Reinsurance ceded 66 56

$ 1,704 $ 1,534
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Note 9 ACTUARIAL AND RELATED LIABILITIES (CONTINUED)
Credit risk Future investment income is affected by the scope of credit losses. In addition to the provision for underperforming investments applied
as a reduction to the carrying value of assets, the Life and Health Insurance segment included a provision in the amount of $162M ($169M in 2004)
in its projections of investment income to cover the risk of underperforming assets.

Interest rate risk In the normal course of business, the Life and Health Insurance segment is exposed to risks arising from future changes in
interest rates. Under more or less favourable economic environments, mismatched asset and liability cash flows must be reinvested or disinvested.
To manage this risk, a matching policy specifying acceptable cash flow gaps has been established for assets and their related liabilities. The segment
regularly exercises strict control to ensure compliance with this policy.

The following table presents the impact on net income of an immediate and permanent change of 1% in interest rates of all forward yield curves.
It assumes that it was impossible to apply a strategy that would help mitigate the impact of this change.

2005

1% increase in interest rates $ 14
1% decrease in interest rates (37)

When determining actuarial liabilities, consideration is given to the uncertainty related to interest rate projections on reinvested future cash flows
in relation to the non-compliance of cash flows if a series of economically unfavourable scenarios were to occur.

Liquidity risk The Life and Health Insurance segment takes the necessary measures to avoid difficulties in meeting its obligations as they become
due. A number of these obligations may be terminated at short notice, thereby increasing liquidity risk. To manage this risk, the segment has adopted
stringent rules governing cash flow matching of assets and liabilities, and established standards for liquidity.

The first one, called operating liquidity, covers potential cash flows over a span of one month. The second one, called strategic, is based on panic
scenarios that cover three-month to one-year timeframes. The liquid assets of the Life and Health Insurance segment must be sufficient to cover
potential requests for withdrawals and redemptions.

Risk related to segregated funds Actuarial liabilities also include an amount that is sufficient to pay the minimum segregated fund guarantees.
This amount is calculated using stochastic models defined by the Canadian Institute of Actuaries. These models are based on the nature of the
guarantees and on assumptions related to investment returns, mortality, and contract cancellation rates. Deferred acquisition costs, that is, expenses
incurred on the sale of individual segregated fund contracts, are recorded in actuarial liabilities and amortized over the same period as is applicable
to surrender charges. Actuarial liabilities recognize the fact that future revenues are available to recover unamortized purchase fees.

CHANGES IN ACTUARIAL LIABILITIES Changes in actuarial liabilities during the year were due to business activities and to the following
changes in actuarial estimates:

2005 2004

Balance at beginning of year $ 7,721 $ 7,291
Normal change due to the updating of actuarial assumptions 66 53
Normal change due to the passage of time 395 379
Other changes 3 (2)

Balance at end of year $ 8,185 $ 7,721

CLAIMS AND ADJUSTMENT EXPENSES The amounts related to reported claims are uncertain since all of the information is not available
at the reporting date, and, consequently, the claims cost could increase or decrease thereafter. Moreover, since certain claims are not reported
immediately, the value of incurred but unreported claims is estimated at the end of the year. In order to adequately establish the provision,
the General Insurance segment uses assumptions based on characteristics of the lines of business, settlement history, and other relevant factors.
The methods used, according to Management, produce reasonable results given currently known data.
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To reduce the risk related to major claims, the General Insurance segment has a policy of underwriting and reinsuring insurance policies,
which, for the most part, limits its liability to an indemnity between $4M and $5M per policy. The segment also has a catastrophe reinsurance
program in place, in which the maximum retention is $25M. These reinsurance agreements do not release the segment from its obligations
towards its policyholders.

The inability of reinsurers to honour their commitments could result in losses for this segment. It examines the creditworthiness of the
corporations to which it cedes a portion of the risks. It has no knowledge of any information that could lead it to believe that a reinsurer
with which it currently does business is insolvent; consequently, no allowance for doubtful accounts has been made. In addition, the segment
does business with multiple reinsurers.

The provision for claims and adjustment expenses for the General Insurance segment, by risk category, was as follows:

2005 2004

Gross Ceded Gross Ceded
amount amount amount amount

Property $ 219 $ 22 $ 169 $ 7
Automobile 836 16 723 18
Other 24 — 28 —

$ 1,079 $ 38 $ 920 $ 25

Note 10 BORROWINGS
2005 2004

Series C sinking fund bonds with a par value of $90M, redeemable at the option of the entity, with a fixed interest rate 
of 9.18%, payable monthly and at maturity, which is 2013(1). $ 81 $ 82

Note payable, secured by bonds, bearing interest at a variable rate and payable monthly. As at December 31, 2005, 
its effective interest rate was 4.34%. Repayable upon maturity of the bonds between June 2008 and December 2012 
or upon the anticipated repayment of the bonds. 198 —

Mortgage debt bearing interest at rates ranging from 5.14% to 11.00% (average weighted rate of 6.43% 
as at December 31, 2005 and 7.12% as at December 31, 2004), maturing on various dates through 2014. 65 44

Other borrowings 1 1

$ 345 $ 127

(1) These bonds were secured by real estate mortgages on assets that include buildings and equipment whose net book value is $287M ($288M in 2004).

The annual principal repayments on borrowings over the next five years are as follows:

2006 $ 3
2007 3
2008 60
2009 4
2010 51

Note 11 OTHER LIABILITIES
2005 2004

Capital shares and preferred shares $ 41 $ 44
Deferred net gains realized on disposal of investments 591 529
Future income tax liabilities (Note 16) 226 193
Accrued benefit liabilities (Note 18) 590 544
Accounts payable and other liabilities 2,653 2,859
Liabilities related to discontinued operations (Note 25) — 147

$ 4,101 $ 4,316
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Note 12 SUBORDINATED DEBENTURES
The debentures are bonds subordinated in right of payment to claims of depositors and certain other creditors, and are included in regulatory
capital. Redemption and cancellation of subordinated debentures are subject to the consent and approval of the various regulatory authorities.

2005 2004

Debenture, par value of 76,224,509 euros, bearing interest at the annual rate of 5.50%, payable annually until 
March 18, 2008; thereafter payable quarterly at the rate of Euribor, plus 1.40%, maturing on March 18, 2013. 
With the prior consent of the Autorité des marchés financiers, the Group may call the subordinated debentures 
on March 18, 2008 or at any time in the event of changes in the tax system applicable to it. $ 105 $ 124

Senior Series “A” bonds of US$179M, in 2004, bearing interest at an annual rate of 7.37%, repaid during the year. — 215
Senior Series “B” bonds, maturing in June 2012, bearing interest at an annual rate of 5.552% through June 2007, 

and for the following five years, at an annual rate equal to the 90-day bankers’ acceptance rate plus 1%, 
redeemable at the option of the Group. 500 500

Senior Series “C” bonds, maturing in June 2017, bearing interest at an annual rate of 6.322% through June 2012, 
and for the following five years, at an annual rate equal to the 90-day bankers’ acceptance rate plus 1%, 
redeemable at the option of the Group. 300 300

Senior Series “D” bonds, maturing in March 2014, bearing interest at an annual rate of 3.887% through 
March 2009, and for the following five years, at an annual rate equal to the 90-day bankers’ acceptance rate 
plus 1%, redeemable at the option of the Group. 450 450

$ 1,355 $ 1,589

The subordinated debentures and bonds issued in foreign currencies totalled $105M ($339M in 2004). For these debentures, the Group used
hedging operations to reduce foreign exchange risk.

There are no aggregate maturities of the debentures and bonds for the next five years, assuming the earliest maturity dates under the terms
of the contracts.

Note 13 NON-CONTROLLING INTERESTS
2005 2004

Non-controlling interests include:
Participating policyholders of the Life and Health Insurance segment $ 175 $ 180
Preferred shareholders of subsidiaries 2 2
Common shareholders of subsidiaries 56 53

$ 233 $ 235

2005 2004 2003

Earnings attributable to non-controlling interests is distributed as follows:
Earnings attributable to participating policyholders of the Life and Health Insurance segment $ 8 $ 2 $ 9
Dividends to preferred shareholders of subsidiaries — — 11
Earnings attributable to common shareholders of subsidiaries 16 16 5

$ 24 $ 18 $ 25



» DESJARDINS GROUP » COMBINED FINANCIAL STATEMENTS / 1 1 3

Note 14 CAPITAL STOCK
AUTHORIZED The capital stock is composed of qualifying shares, capital shares and permanent shares.

The caisses may issue an unlimited number of qualifying shares with a par value of $5, payable on demand under certain conditions stipulated
by law. Members have only one vote each, no matter how many qualifying shares they own.

A component of the Group may issue an unlimited number of capital shares. These shares can only be issued to auxiliary members of the component
and have a par value of $1,000 each. The Board of Directors has the discretionary power to determine the payment of remuneration and the terms
of repayment on these shares. These shares may be transferred among the members, upon the Board’s authorization, and their repayment, possible
only in the event of the component’s liquidation, insolvency or wind-up, is subordinated to deposits and other debt of the component. The shares
are redeemable, in part or in whole, upon the authorization of the Autorité des marchés financiers. They are convertible with the Board’s
authorization, into shares of other categories issued for this purpose.

The by-laws of the caisses authorize the issuance of permanent shares with a par value of $10. The Autorité des marchés financiers first must
approve the prospectus of each caisse issuing permanent shares. These shares do not carry any voting rights and cannot be redeemed except
under certain conditions stipulated by law. Their interest rate is determined annually at the general meeting of each caisse.

Issued and fully paid capital stock is as follows:

2005 2004

Qualifying shares $ 32 $ 32
Capital shares 21 21
Permanent shares 792 798

$ 845 $ 851

Note 15 SHARE CAPITAL
AUTHORIZED An unlimited number of Class “A” preferred shares, offered only to members of the Fédération des caisses populaires de l’Ontario
and the caisses populaires of Ontario, non-voting, redeemable by the issuer, at the paid-up amount plus declared and unpaid dividends,
non-participating with a non-cumulative dividend

An unlimited number of Class “B” preferred shares, non-voting, redeemable by the issuer, the Fédération des caisses populaires de l’Ontario and
the caisses populaires of Ontario, at the paid-up amount plus declared and unpaid dividends, non-participating with a non-cumulative dividend.
These shares may be issued in one or more series.

An unlimited number of Class “C” preferred shares, non-voting, redeemable by the issuer, the Fédération des caisses populaires de l’Ontario,
at the paid-up amount plus declared and unpaid dividends, non-participating with a non-cumulative dividend. These shares may be issued
in one or more series.

Number of Number of
shares 2005 shares 2004

Issued and paid
Class A preferred shares 700,000 $ 7 700,000 $ 7
Class B preferred shares – Series 2000 127,228 1 127,228 1
Class B preferred shares – Series 2002 300,000 3 300,000 3
Class B preferred shares – Series 2003 700,000 7 700,000 7
Class C preferred shares – Series 1996 1,813,000 18 3,375,000 34
Class C preferred shares – Series 2002 2,833,000 28 2,720,000 27

6,473,228 $ 64 7,922,228 $ 79

Dividends were paid in the form of preferred shares: $1M for Class C – Series 1996 (2004: $1M) and $1M for Class C – Series 2002 (2004: $1M).
In addition, Class C preferred shares – Series 1996 preferred shares were redeemed for a consideration of $17M.
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Note 15 SHARE CAPITAL (CONTINUED)
SPECIFIC CHARACTERISTICS OF CLASSES “B” AND “C” SHARES ISSUED AND PAID

Class “B” preferred shares – Series 2000, 2002 and 2003 The dividend rate will be equal to the higher of the average interest rate for the year
on non-redeemable term deposits of 5 years plus 0.50% or 6.00%, Series 2000, of 1.00% or 5.25%, Series 2002 and 1.00% or 4.00%, Series 2003,
i.e. the minimum rate. In case the issuer cannot pay the dividend in full, a partial dividend may be declared. The dividend may be declared every
time the issuer’s earnings allow it and that all regulatory requirements in terms of funding and cash have been met. The issuer may redeem, upon
the holder’s request and the Board of Directors’ approval, up to a maximum of 10% of the issued and outstanding shares of the prior year. These
shares are redeemable since September 30, 2005 for Series 2000, July 1, effective 2007 for Series 2002, and effective March 1, 2008 for Series 2003.
Redemption of shares can be made only if the issuer does not or will not violate Section 84 of the Credit Union and Caisses Populaires Act of
Ontario (1994) regarding capital adequacy.

Class “C” preferred shares – Series 1996 and 2002 The dividend rate will be equal to the higher of the average interest rate for the year on 
non-redeemable term deposits of 5 years plus 0.50% or 5.75%, Series 1996 and 5.25%, Series 2002, i.e. the minimum rate. In case the issuer cannot
pay the dividend in full, a partial dividend may be declared. The dividend may be declared every time the issuer’s earnings allow it and that all
regulatory requirements in terms of funding and cash have been met. The issuer may redeem, upon the holder’s request and the Board of Directors
approval, up to a maximum of 10% of the issued and outstanding shares of the prior year. These shares are redeemable since May 1, 2003 for
Series 1996 and effective May 1, 2008 for Series 2002. Redemption of shares can be made only if the issuer does not or will not violate Section 84
of the Credit Union and Caisses Populaires Act of Ontario (1994) regarding capital adequacy.

Note 16 INCOME TAXES ON SURPLUS EARNINGS
Income taxes on surplus earnings are accounted for on a tax liability method. Under this method, the income tax expense on surplus earnings
comprises current and future income taxes. They reflect the expected future tax effects of temporary differences between the value of assets and
liabilities for accounting and tax purposes. Future income tax assets or liabilities are calculated based on the tax rates expected to apply when
the assets are realized and the liabilities are settled. Future income tax assets and liabilities are recognized under “Other assets – Other” and
“Other liabilities – Other.”

The provision for income taxes on surplus earnings reported in the Combined Financial Statements are as follows:

2005 2004 2003

Combined statements of income
Income taxes on surplus earnings $ 403 $ 418 $ 314
Tax recovery on the provision for patronage allocations to members (120) (106) (143)

283 312 171

Combined statements of changes in equity
Income taxes recovered following payment of remuneration on permanent shares (6) (8) (7)

Total income taxes on surplus earnings $ 277 $ 304 $ 164

Income taxes on surplus earnings include the following amounts:

2005 2004 2003

Current $ 232 $ 199 $ 247
Future 45 105 (83)

$ 277 $ 304 $ 164
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Income taxes on surplus earnings in the Combined Statements of Income differ from the amount that would be obtained by applying the Canadian
statutory rate for the following reasons:

2005 2004 2003

Income taxes at the statutory rate $ 338 31.2 % $ 349 31.2 % $ 234 33.2 %
Deduction for eligible small businesses (45) (4.2) (57) (5.1) (54) (7.6)
Tax-exempt investment and other income (17) (1.6) (4) (0.4) (4) (0.5)
Impact of new enacted tax rates (15) (1.4) (1) (0.1) — —
Previously unrecognized future income tax assets — — — — (13) (1.8)
Other 22 2.1 25 2.2 8 1.0

$ 283 26.1 % $ 312 27.8 % $ 171 24.3 %

Future income tax assets and liabilities are as follows:

2005 2004

Future income tax assets
Buildings and equipment $ 22 $ 43
Actuarial and related liabilities 105 105
Cumulative provision for credit losses 164 161
Accrued benefit liabilities 167 155
Other 6 12

$ 464 $ 476

Future income tax liabilities
Buildings and equipment $ 75 $ 66
Securities 63 14
Accrued benefit assets 34 43
Other 54 70

$ 226 $ 193

Note 17 PROVISION FOR PATRONAGE ALLOCATIONS TO MEMBERS
The Group recorded a provision for patronage allocations to caisse members totalling $288M ($266M in 2004 and $300M in 2003), after the recovery
of related taxes. The annual provision for patronage allocations is evaluated based on the patronage allocations paid out during the year and an
estimate of patronage allocations that will be paid out in 2006 for the year ended December 31, 2005. The distribution base takes into consideration
interest on loans and deposits, the outstanding average of Desjardins Funds in which the member has invested through the caisse as well as various
service charges collected from members. The caisses may pay out patronage allocations when legal and regulatory requirements have been met.
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Note 18 EMPLOYEE FUTURE BENEFIT PLANS
Desjardins Group offers its employees defined-benefit statutory pension plans as well as supplemental plans, which provide pension benefits
in excess of statutory limits. Benefits are calculated based on the number of years of participation in the plans and take into consideration the
average salary for the employee’s five most highly-paid years. Since the procedures of the plans are such that the future changes in salary levels
will have an impact on the amount of future benefits, the cost of the benefits is determined using actuarial computations based on the projected
benefit method prorated on years of service and Management’s best estimate assumptions concerning the expected return on plan investments,
salary increases and the retirement ages of employees.

Calculation of the expected return on plan assets is based on the value of pension fund assets measured at market-related values. The method used
to calculate the market value for all the asset categories consists of amortizing the difference between the long-term return objective of the plans’
investment policies and the return of the pension fund over a five-year period.

Defined benefit costs primarily correspond to the aggregate of: a) the actuarially computed cost of pension benefits provided in respect of the
current year’s service, b) imputed interest on the accrued benefit obligation, c) the actual return on plan assets, d) the actuarial gains and losses,
e) plan amendments, f) curtailment gains and settlement, g) adjustments to take into consideration the long-term nature of these costs. The actuarial
gains (losses) result from the difference between the long-term actual return on pension assets and the expected return, the changes made to the
actuarial assumptions used to determine the accrued pension obligations and the experienced gains or losses on these obligations. The excess of
any net actuarial gains or any actuarial losses on 10% of the higher of the balance of the obligation as part of accrued pension benefits or the
related market value of plan assets at the beginning of the year is amortized on the average remaining estimated years of service of the employees.
The cumulative excess of pension fund contributions over the amounts recorded as defined benefit costs is reported under “Other assets – Other.”

In addition, the Group offers to certain active and retired executive employees additional multi-employer defined benefit pension plans. To meet
its future obligations regarding these plans, an amount of $52M ($51M in 2004) was recorded under “Other liabilities – Other.” The expense for
the year totals $6M ($6M in 2004).

The Group also offers life, medical and dental insurance coverage to retiring employees and their dependents, as part of a multi-employer defined
benefit pension plan. The retiree assumes a portion of the total premium based on years of service. The cost of these benefits is accrued over the
years of service of employees according to accounting policies similar to those used for pension plans, and the increase in costs will have an impact
on future benefits. The accrued cost of post-retirement benefits is reported in “Other liabilities – Other.”

On June 30, 2004, the Group prospectively adopted the amendments of CICA Handbook Section 3461 entitled “Employee Future Benefits,” which
requires the disclosure of supplementary information.
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TOTAL CASH PAYMENTS Total cash payments on future employee benefits for 2005, which comprise contributions from the Group to funded
pension plans and amounts paid directly to employees, to their beneficiaries or their estate as other non-funded plans totals $161M ($127M in 2004).

The following table contains information on these plans:

As at December 31

2005 2004

Pension Other Pension Other
plans plans plans plans

Change in accrued benefit obligation
Accrued benefit obligation at beginning of year $ 4,444 $ 532 $ 4,005 $ 469
Service cost for the year 229 21 209 18
Interest cost 264 32 249 29
Benefits paid (146) (12) (140) (12)
Transfers from other plans 78 9 1 —
Transfers to other plans — — (2) —
Actuarial losses (gains) 456 (4) 122 28

Accrued benefit obligation at valuation date $ 5,325 $ 578 $ 4,444 $ 532

Change in fair value of plan assets
Fair value of plan assets at beginning of year $ 3,710 $ — $ 3,357 $ —
Actual return on plan assets 609 — 320 —
Employers’ contributions 152 — 115 —
Participants’ contributions 77 — 64 —
Benefits paid (146) — (140) —
Transfers from other plans 48 — 1 —
Transfers to other plans — — (2) —
Other changes (5) — (5) —

Fair value of plan assets at valuation date $ 4,445 $ — $ 3,710 $ —

Funded status
Funding deficit at year-end $ (880) $ (578) $ (734) $ (532)
Unamortized net losses (gains) 954 (12) 850 (12)
Employers’ contributions after valuation date 39 — 39 —

Accrued benefit assets (liabilities) at year-end $ 113 $ (590) $ 155 $ (544)

Weighted average assumptions
Discount rate of the obligation 5.25 % 5.25 % 5.75 % 5.75 %
Discount rate of the expense 5.75 5.75 6.00 6.00
Expected rate of return on plan assets 7.00 — 7.00 —
Rate of increase in future compensation 3.50 3.50 3.50 3.50

For valuation purposes, the assumed average annual rate of increase in health care cost per participant was set at 9.7% for 2005. According
to the assumption chosen, this rate should gradually decline to 5.3% in 2009 and remain approximately at this level thereafter.

As at December 31, 2005, the plans held investments totalling $114M ($12M in 2004) in the Group’s entities.

With respect to the Group’s main pension plan, the valuation of the Plan’s assets and the accrued benefit obligations were carried out on
September 30, 2005. The most recent actuarial valuation for funding purposes was carried out on January 1, 2004. The next actuarial valuation
required for funding purposes is expected to take place on January 1, 2007.
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Note 18 EMPLOYEE FUTURE BENEFIT PLANS (CONTINUED)
The fair value of plan assets is detailed as follows as at December 31:
(as a %)

2005 2004

Primary asset categories
Shares 46.1 % 51.9 %
Bonds 26.5 24.3
Real estate 7.1 6.3
Other 20.3 17.5

ELEMENTS OF DEFINED BENEFIT COST RECOGNIZED IN THE YEAR

As at December 31

2005 2004 2003

Pension Other Pension Other Pension Other
plans plans plans plans plans plans

Service cost for the year, net 
of participants’ contributions $ 152 $ 18 $ 145 $ 18 $ 140 $ 15

Interest expense 264 32 249 29 222 27
Actual return on assets (609) — (320) — (353) —
Actuarial losses (gains) 456 (4) 122 28 307 15
Plan amendments — (2) — — — —

Elements of employee future benefit costs before 
adjustments to recognize their long-term nature 263 44 196 75 316 57

Adjustments to recognize the long-term nature 
of employee future benefit costs:
Difference between the expected return

and the actual return of plan assets 343 — 65 — 106 —
Difference between the amount of the actuarial 

loss (gain) recognized for the year and 
the actual amount of the actuarial loss (gain) 
on accrued benefit obligations recognized 
for the year (426) 4 (111) (28) (307) (15)

Difference between the amortization of cost 
for past services for the year and the effective 
plan amendments for the year — (3) — (3) 6 (3)

Defined benefit costs $ 180 $ 45 $ 150 $ 44 $ 121 $ 39
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There are significant uncertainties surrounding the assumptions retained, because like employee future benefits, they are long-term. The following
table shows the impact of a percentage point change on the key assumptions:

SENSITIVITY OF KEY ASSUMPTIONS IN 2005

Change in
Change in defined 
obligation benefit costs

Pension plans
Discount rate

1% increase $ (906) $ (127)
1% decrease 1,201 174

Rate of future compensation increase
1% increase 395 88
1% decrease (338) (74)

Rate of long-term return on plan assets
1% increase — (41)
1% decrease — 41

Other plans
Discount rate

1% increase (96) (7)
1% decrease 126 14

Rate of future compensation increase
1% increase 6 1
1% decrease (6) (1)

The effect of a one percentage point increase or decrease in the assumed health care cost trend would have increased or decreased the defined
benefit costs for the year by $8M and increased the benefit obligation by $89M or reduced the benefit obligation by $68M, respectively.

Note 19 DERIVATIVE FINANCIAL INSTRUMENTS
Derivative financial instruments are financial contracts the value of which depends on assets, interest rates, foreign exchange rates or other financial
indicators. The majority of derivative financial instruments are negotiated by mutual agreement between the Group and the counterparty and
include forward exchange contracts, interest rate and currency swaps, total return swaps, forward rate agreements, and currency, interest rate
and stock index options. The other transactions are performed as part of regulated trades and mainly consist of forward contracts.

The derivative financial instruments are used for trading purposes or for asset and liability management purposes. They are used to transfer, modify
or reduce actual or expected risks related to market risk. The derivative financial instruments for trading purposes are used to meet the needs of
members and clients. These derivative financial instruments are recorded in the Combined Balance Sheets at fair value, and the realized or unrealized
gains and losses are recorded under “Other income – Investing and trading activities.” The derivative financial instruments held for asset and
liability management purposes are used to manage the risks related to interest rates and the foreign currency exposure of balance sheet assets and
liabilities, firm commitments and forecasted transactions. In addition, some derivative financial instruments used by the Life and Health Insurance
segment are recorded in “Securities – Investment account,” when they qualify as such, and are recorded on the same basis as portfolio investments.

The fair value of all derivative financial instruments is determined using pricing models that incorporate the current market prices and the
contractual prices of the underlying instruments, the time value of money, yield curves and volatility factors. In the Combined Balance Sheets,
derivative financial instruments that have a positive fair value appear as assets, and those with a negative fair value appear as liabilities,
respectively, under “Derivative-related assets” and “Derivative-related liabilities.”
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Note 19 DERIVATIVE FINANCIAL INSTRUMENTS (CONTINUED)
Interest rate derivatives include swaps, forward rate agreements, futures contracts and options. Interest rate swaps are transactions in which
two parties exchange interest flows on a specified notional principal amount for a predetermined period based on agreed-upon fixed and floating
rates. Principal amounts are not exchanged. A forward rate agreement is an instrument that requires both parties to settle in cash at a later date
any difference between a contracted interest rate and the market interest rate, based on a notional principal amount. Futures contracts are
commitments to buy or sell financial instruments on a future specified date at a specified price. Futures are standardized contracts transacted
on regulated exchanges and are subject to daily cash margining.

Foreign exchange contracts include over-the-counter spot and forward exchange contracts and currency swaps. Over-the-counter forward exchange
contracts are commitments to exchange, at a future specified date, a given quantity of one currency for another at a rate of exchange determined
by the two parties when the contract is signed. Spot transactions are similar to over-the-counter forward exchange contracts except that delivery
must be made within two business days following the contract date. Currency swaps are transactions in which two parties exchange fixed interest
payments on notional principal amounts in different currencies. In a cross-currency interest rate swap, the parties exchange fixed and floating
interest payments on notional amounts in different currencies. The Group utilizes currency swaps and cross-currency interest rate swaps to manage
its foreign-currency denominated asset and liability exposures.

Options are contractual agreements under which the seller grants the purchaser the right but not the obligation to buy (call option) or sell
(put option) a specified amount of a financial instrument at a specified price, on or before a specified date. The seller receives a premium
from the purchaser in exchange for this right. The Group deals in options primarily to meet its clients’ needs and to manage its own asset
and liability exposures.

The other derivative instruments used are related to financial index transactions and mainly include total return swaps. Total return swaps
are transactions in which one party agrees to pay to or to receive from the other party the rate of return on an underlying asset or index.

Equity-linked deposit contracts and equity indexes The Group records at fair value certain deposit obligations for which the obligation varies
according to the return on equities or an equity index and which entitle the investors, after a specified period of time, to receive the higher
of a stated percentage of their principal investment or a variable amount calculated based on the return on equities or an equity index. Changes
in fair value are recorded to the Combined Statements of Income as they occur.

Hedging relationships When derivatives are used to manage assets and liabilities, the Group must determine, for each derivative, whether or not
hedge accounting is appropriate. Due to the adoption of the CICA Handbook Accounting Guideline entitled “Hedging Relationships” (AcG-13) on
January 1, 2004, derivative financial instruments could no longer qualify for hedge accounting as of that date. The transitional gain was deferred
to be amortized over the remaining duration of the derivative financial instruments.
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Documenting and recognizing hedging relationships Several derivative financial instruments held for the purposes of asset and liability
management qualify for hedge accounting. To qualify for hedge accounting, the hedge relationship must be recognized and documented
from the moment it is implemented. Such documentation must address the specific strategy for managing risk, the asset, liability or cash flows
that are being hedged as well as the measure of effectiveness of this hedge. The derivative financial instrument must prove highly effective
to compensate for changes in the fair value or the cash flows attributable to the risk being hedged. Derivative financial instruments that qualify
for hedge accounting are recorded in the Combined Balance Sheets at fair value, and changes in fair value are recorded in “Other assets – Other”
and “Other liabilities – Other” and are recognized in the Combined Statements of Income during the same period that the gains, losses, income,
and charges related to the hedge item are recorded. In particular, interest rate and currency swaps that qualify for hedge accounting are recorded
such that the proceeds or charges on the derivative financial instruments are carried into income as an adjustment to the revenues or interest expense
of the hedged item. The amounts payable or receivable from the counterparties are carried to “Derivative-related assets” or “Derivative-related
liabilities” in the Combined Balance Sheets. The gains and losses on currency swaps compensate for the exchange gains and losses from items
hedged in corresponding currencies.

Derivative financial instruments held for purposes of asset and liability management that do not qualify for hedge accounting are recorded
in the Combined Balance Sheets at fair value, and changes in fair value are recorded in “Other income – Investing and trading activities.”

Cessation of hedging relationships The designation of a derivative financial instrument as a hedge is discontinued in the following cases:
the hedged item is sold or matures, the hedge is no longer effective, the Group terminates the hedging relationship, or it is no longer likely
that the forecasted transaction will take place essentially at the time and in the way indicated at the inception of the hedging relationship.
The changes in fair value related to the derivative financial instruments that cease to qualify for hedge accounting before maturity are carried
to “Derivative-related assets” or “Derivative-related liabilities” in the Combined Balance Sheets and recognized in income for the period during
which the underlying hedge operation was recognized. If a designated hedge item is sold, extinguished, or comes to maturity before the related
derivative financial instrument ends, any realized and unrealized gain or loss on this derivative financial instrument is immediately recognized
in the Combined Statements of Income under the heading “Other income – Investing and trading activities.”

The table “Derivative Financial Instruments – Credit Risk” gives an overview of the portfolio of the Group’s derivative financial instruments
and the related credit risk.

NOTIONAL PRINCIPAL AMOUNT Amount of a contract to which a rate or price is applied in order to calculate the exchange of cash flows.

REPLACEMENT COST Cost of replacing, at the current market rates, all contracts having a positive market value, without factoring in the impact
of master netting agreements or any collateral which may be obtained.

FUTURE CREDIT EXPOSURE Potential for future changes in replacement value over the remaining life of the contracts based on a formula
prescribed by the Bank for International Settlements (BIS).

CREDIT RISK EQUIVALENT Total of the replacement cost and future credit exposure, except for certain items prescribed by the BIS,
i.e., the replacement cost of forward exchange contracts with an original maturity of less than 14 days and exchange-traded derivatives subject
to daily cash margining.

RISK-WEIGHTED BALANCE Risk related to the creditworthiness of the counterparty, calculated at the rates prescribed by the BIS.
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Note 19 DERIVATIVE FINANCIAL INSTRUMENTS (CONTINUED)
DERIVATIVE FINANCIAL INSTRUMENTS – CREDIT RISK

2005 2004

Notional
principal Replacement Future credit Credit risk Risk-weighted Replacement Credit risk Risk-weighted
amount cost exposure equivalent balance cost equivalent balance

Interest rate contracts
Swaps $ 41,698 $ 276 $ 208 $ 484 $ 96 $ 605 $ 778 $ 155
Forward rate agreements 6,816 2 5 7 2 1 2 1
Futures contracts 7,872 4 — — — — — —
Options purchased 772 4 1 5 1 1 1 —
Options written 2,406 — — — — — — —

59,564 286 214 496 99 607 781 156

Foreign exchange contracts
Forward contracts 4,948 49 51 100 22 123 195 43
Swaps 2,929 131 138 269 66 286 469 107
Options purchased 283 7 6 13 4 3 6 2
Options written 286 — — — — — — —

8,446 187 195 382 92 412 670 152

Other contracts(1)

Swaps 5,438 48 381 429 88 70 363 79
Futures contracts 22 — — — — — — —
Options purchased 1,793 404 136 540 180 267 418 142
Options written 1,791 — — — — — — —

9,044 452 517 969 268 337 781 221

Total derivative 
financial instruments $ 77,054 925 $ 926 $ 1,847 459 1,356 $ 2,232 529

Impact of master netting agreements(2) 670 277 814 280

Total derivative financial 
instruments after netting 
agreements $ 255 $ 182 $ 542 $ 249

(1) Include contracts related to indexed term savings products.
(2) Impact of offsetting credit exposure when the Group holds master netting agreements without intent to settle net or simultaneously.
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The following table presents the maturities of the total notional principal amounts of derivative financial instruments:

Maturity 2005 2004

Under From 1 to From 3 to
1 year 3 years 5 years Over 5 years Total Total

Interest rate contracts
Swaps $ 9,014 $ 17,019 $ 10,864 $ 4,801 $ 41,698 $ 37,812
Forward rate agreements 5,966 850 — — 6,816 5,311
Futures contracts 6,179 1,693 — — 7,872 9,998
Options purchased 573 35 164 — 772 230
Options written 2,205 35 166 — 2,406 1,440

23,937 19,632 11,194 4,801 59,564 54,791

Foreign exchange contracts
Forward contracts 4,841 107 — — 4,948 7,638
Swaps 262 1,627 943 97 2,929 4,346
Options purchased 201 82 — — 283 136
Options written 204 82 — — 286 130

5,508 1,898 943 97 8,446 12,250

Other contracts(1)

Swaps 935 3,556 911 36 5,438 4,657
Futures contracts 22 — — — 22 33
Options purchased 376 862 544 11 1,793 2,063
Options written 375 861 542 13 1,791 1,984

1,708 5,279 1,997 60 9,044 8,737

Total derivative financial instruments $ 31,153 $ 26,809 $ 14,134 $ 4,958 $ 77,054 $ 75,778

(1) Include contracts related to indexed term savings products.

The following table presents the derivative financial instruments according to the credit risk rating and the type of counterparty:

As at December 31

2005 2004

Replacement Risk-weighted Replacement Risk-weighted
cost balance cost balance

Credit risk rating(1)

AAA, AA $ 585 $ 275 $ 871 $ 316
A 313 160 461 183
Not rated 27 24 24 30

Total 925 459 1,356 529
Impact of master netting agreements(2) 670 277 814 280

Total after master netting agreements $ 255 $ 182 $ 542 $ 249

Type of counterparty
Financial institutions $ 861 $ 415 $ 1,232 $ 454
Other 64 44 124 75

Total 925 459 1,356 529
Impact of master netting agreements(2) 670 277 814 280

Total after master netting agreements $ 255 $ 182 $ 542 $ 249

(1) Credit risk ratings are established by recognized credit agencies. Non-rated counterparties are mainly members or clients of the Group.
(2) Impact of offsetting credit exposure when the Group holds master netting agreements without intent to settle net or simultaneously.
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Note 20 INTEREST RATE SENSITIVITY AND MATURITY MATCHING
The following table illustrates the Group’s interest rate sensitivity position as at December 31:

Non-sensitive
Immediately Under From 3 to From 6 to From 1 to Over to interest 

2005 rate-sensitive 3 months 6 months 12 months 5 years 5 years and provisions Total

Assets
Cash and deposits with 

financial institutions $ — $ — $ — $ — $ — $ — $ 1,296 $ 1,296
Securities 676 6,735 296 328 6,976 6,739 1,364 23,114

Effective interest rate 3.44 % 4.16 % 4.14 % 4.20 % 5.36 %
Securities borrowed or purchased 

under reverse repurchase agreements — — — — — — 2,210 2,210
Loans 12,936 14,462 9,476 12,669 31,589 1,618 (278) 82,472

Effective interest rate 6.47 % 5.18 % 5.45 % 5.70 % 6.06 %
Other assets — 1,770 — — — — 7,206 8,976

Effective interest rate 3.52 %

$ 13,612 $ 22,967 $ 9,772 $ 12,997 $ 38,565 $ 8,357 $ 11,798 $ 118,068

Liabilities and equity
Deposits $ 10,326 $ 11,634 $ 4,886 $ 11,933 $ 24,662 $ 1,481 $ 18,525 $ 83,447

Effective interest rate 3.00 % 2.69 % 2.70 % 3.37 % 3.72 %
Subordinated debentures 

and borrowings — — — — 105 1,595 — 1,700
Effective interest rate 5.50 % 5.30 %

Commitments related to securities 
lent or sold under repurchase 
agreements — 1,770 — — 207 38 3,043 5,058
Effective interest rate 3.52 % 3.68 % 3.94 %

Commitments related to securities 
sold short 12 1 — 154 1,446 633 64 2,310
Effective interest rate 3.84 % 3.68 % 3.92 % 4.17 %

Actuarial and related liabilities — — — — — — 10,500 10,500
Other liabilities — — — — — — 7,148 7,148
Equity — — — — — — 7,905 7,905

$ 10,338 $ 13,405 $ 4,886 $ 12,087 $ 26,420 $ 3,747 $ 47,185 $ 118,068

On-balance sheet gap $ 3,274 $ 9,562 $ 4,886 $ 910 $ 12,145 $ 4,610 $ (35,387) $ —
Derivative financial instruments 

gap according to notional 
principal amount — 1,244 (867) 243 (441) (179) — —

Total gap $ 3,274 $ 10,806 $ 4,019 $ 1,153 $ 11,704 $ 4,431 $ (35,387) $ —
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Non-sensitive
Immediately Under From 3 to From 6 to From 1 to Over to interest

2004 rate-sensitive 3 months 6 months 12 months 5 years 5 years and provisions Total

Total assets $ 13,213 $ 14,878 $ 11,079 $ 12,963 $ 35,535 $ 8,413 $ 10,361 $ 106,442
Total liabilities and equity $ 11,907 $ 8,895 $ 5,347 $ 10,470 $ 23,397 $ 3,021 $ 43,405 $ 106,442

On-balance sheet gap $ 1,306 $ 5,983 $ 5,732 $ 2,493 $ 12,138 $ 5,392 $ (33,044) $ —
Derivative financial instruments gap 

according to notional principal amount — (5,108) (4,668) (2,894) 12,567 103 — —

Total gap $ 1,306 $ 875 $ 1,064 $ (401) $ 24,705 $ 5,495 $ (33,044) $ —

The determination of the interest rate gap, which is based on the earlier of the repricing or maturity date of assets, liabilities and derivative
financial instruments used to manage interest rate risk, relies on various assumptions. The effective interest rates indicated represent historical
rates for instruments at fixed rates recorded at unamortized cost and current market rates for instruments at variable rates or instruments
recorded at fair value. The interest rate gap may change significantly in subsequent periods based on the preferences of members and clients
and the application of the Group’s asset and liability management policy.

Non rate-sensitive instruments Some balance sheet items, such as equity investments, non-interest-bearing deposits and non-maturity deposits
with an interest rate that does not move on a specific rate basis, such as the prime rate and equity, are not sources of interest rate risk. These items
are indicated in the non rate-sensitive instrument column.

In addition, actuarial and related liabilities are presented in this column. During the normal course of business, the Life and Health Insurance
segment has adopted a policy of matching assets and liabilities that clearly defines acceptable differences in order to prevent mismatched cash
flows. Compliance with the policy is strictly monitored on a regular basis by the Life and Health Insurance segment. One of the controls is to test
the difference between the duration of the liabilities and the duration of assets matching them. The duration comparison measures the sensitivity
of the market value of assets and liabilities to interest rates. This test is performed for savings products and insurance products separately, because
they have different matching policies stipulating different acceptable targets, and because savings products are more interest-sensitive than insurance
products. For this segment as at December 31, 2005, the duration of assets was equal to that of liabilities (the duration of assets was higher than
the duration of liabilities by 0.10 year in 2004 and lower by 0.10 year in 2003). Since the valuation method required for savings already recognizes
the impact of possible changes in interest rates, a sudden increase or decrease in interest rates would not have a material impact.
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Note 21 FAIR VALUE OF FINANCIAL INSTRUMENTS
FINANCIAL INSTRUMENTS Although fair value is used to determine the approximate value at which these financial instruments could be traded
in a current transaction between willing parties, a number of these financial instruments have no trading market. As a result, their fair value is based
on estimates established using discounted value and other valuation methods which are strongly influenced by the assumptions used concerning
the amount and timing of estimated future cash flows and discount rates, which reflect varying degrees of risk. Furthermore, the estimated fair
values presented do not reflect the value of assets and liabilities that are not considered financial instruments, such as land, buildings and equipment
and intangible assets. Also, the value of other non-financial assets and liabilities has been excluded. Given the role that judgment plays in applying
many of the accepted estimates and valuation techniques for calculating fair value, fair values are not necessarily comparable among financial
institutions. Fair value reflects market conditions on a given date and for this reason cannot be representative of future fair values. They also
cannot be considered as being realizable in the event of immediate settlement of these instruments.

The following methods and assumptions were used to estimate the fair values of the financial instruments:

Financial instruments valued at carrying value The fair values of certain financial instruments presented in the “Financial Instruments” table
that are maturing in the short term were assumed to be approximately equal to their carrying values. These financial instruments include the
following items: “Cash and deposits with financial institutions,” “Securities borrowed or purchased under reverse repurchase agreements,” “Other
financial assets,” “Commitments related to securities lent or sold under repurchase agreements,” “Commitments related to securities sold short,”
and “Other financial liabilities.”

Securities The estimated fair value of securities is disclosed in Note 3 to the Combined Financial Statements as a function of quoted market prices
when available. When quoted market prices are not available, the estimated fair value is determined using the market rates for similar securities.

Loans The fair value of loans is estimated using a discounted cash flow calculation method that uses market interest rates currently charged
for similar new loans as at December 31, applied to expected maturity amounts. For impaired loans, the fair value is equal to their carrying value
in accordance with the valuation techniques described in Note 4 to the Combined Financial Statements.

Deposits The fair value of deposits with no stated maturity is assumed to be equal to their carrying value. The estimated fair value of fixed rate
deposits is determined by discounting the contractual cash flows using market interest rates currently being offered for deposits with relatively
the same remaining terms.

Actuarial and related liabilities The fair value of actuarial liabilities is based on the fair value of the related assets hedging them,
given the interrelationship existing between these two balance sheet items.

Subordinated debentures and borrowings The fair value of subordinated debentures and borrowings is based on the market rates for similar
issues or borrowings or on the rates currently offered to the Group for debt securities with the same remaining terms.

Derivative financial instruments The estimated fair value of derivative financial instruments is calculated using pricing models that incorporate
current market prices and the contractual prices of the underlying instruments, the time value of money and yield curves. The fair value of derivative
financial instruments is presented without taking into account the impact of legally binding master netting agreements.
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FINANCIAL INSTRUMENTS (EXCLUDING DERIVATIVE FINANCIAL INSTRUMENTS)

2005 2004

Fair Carrying Fair Carrying
value value Difference value value Difference

Assets
Cash and deposits with financial institutions $ 1,296 $ 1,296 $ — $ 1,325 $ 1,325 $ —
Securities 24,151 23,114 1,037 20,770 20,006 764
Securities borrowed or purchased under 

reverse repurchase agreements 2,210 2,210 — 774 774 —
Loans 82,128 82,472 (344) 75,721 75,255 466
Other financial assets 5,845 5,845 — 5,472 5,472 —
Liabilities
Deposits 83,835 83,447 388 77,649 76,987 662
Actuarial and related liabilities 11,205 10,500 705 10,319 9,821 498
Borrowings 345 345 — 145 127 18
Subordinated debentures 1,396 1,355 41 1,656 1,589 67
Commitments related to securities lent 

or sold under repurchase agreements 5,058 5,058 — 3,159 3,159 —
Commitments related to securities sold short 2,310 2,310 — 859 859 —
Other financial liabilities 4,795 4,795 — 4,232 4,232 —

DERIVATIVE FINANCIAL INSTRUMENTS(1)

2005 2004

Positive Negative Net fair Positive Negative Net fair
value value value value value value

Interest rate contracts
Swaps $ 276 $ 241 $ 35 $ 605 $ 218 $ 387
Forward rate contracts 2 2 — 1 2 (1)
Futures contracts 4 — 4 — — —
Options purchased 4 — 4 1 — 1
Options written — 24 (24) — 4 (4)
Foreign exchange contracts
Forward contracts 49 62 (13) 123 153 (30)
Swaps 131 542 (411) 286 713 (427)
Options purchased 7 — 7 3 — 3
Options written — 7 (7) — 3 (3)
Other contracts(2)

Swaps 48 20 28 70 45 25
Futures contracts — — — — — —
Options purchased 404 — 404 267 — 267
Options written — 404 (404) — 266 (266)

925 1,302 (377) 1,356 1,404 (48)
Impact of master netting agreements(3) 670 670 — 814 814 —

Total derivative financial instruments 
after master netting agreements $ 255 $ 632 $ (377) $ 542 $ 590 $ (48)

(1) The balances that appear in the table include derivative financial instruments recorded under “Securities – Investment account” for an amount of $63M in 2005 ($82M in 2004).
(2) Include contracts related to indexed term savings products.
(3) Impact of offsetting credit exposure when the Group holds master netting agreements without intent to settle net or simultaneously.
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Note 22 COMMITMENTS, GUARANTEES AND CONTINGENCIES
COMMITMENTS
Commitments related to financial instruments with contractual amounts representing a credit risk The primary purpose of these instruments
is to ensure that members and clients have funds available when necessary for variable terms to maturity and under specific conditions. The collateral
security requirements of the Group with respect to these credit instruments are generally the same as those for loans.

The total amount of credit instruments does not necessarily represent future cash requirements since many of these instruments will expire
or terminate without being funded. The following table represents the contractual amounts:

2005 2004

Guarantees and standby letters of credit $ 474 $ 482
Securities lending(1) 1,419 1,071
Credit commitments

Original term of one year or less 24,833 26,180
Original term of over one year 4,129 2,970

$ 30,855 $ 30,703

(1) Secured by marketable securities, generally issued by the federal and provincial governments, representing 102% of the contractual amount.

Guarantees and standby letters of credit Guarantees and standby letters of credit represent irrevocable commitments by the Group to make
payments in the event that a member or client cannot meet its obligations to third parties. They pose the same credit risk as loans.

Securities lending In the normal course of operations, the Group lends its own securities or those of members and clients. When lending securities
of clients or members, the Group acts as an agent for the owner of a security who agrees to lend it to a borrower for a fee under the terms of
a pre-arranged contract.

In securities lending transactions, the loans must at all times be secured by the borrower (secured by marketable securities generally issued by the
federal and provincial governments). There is a risk of loss if the borrower defaults in honouring its commitments and the value of the collateral is
not adequate to cover the amount of the loan. The credit risk related to these transactions is considered to be minimal since the Fédération deals
only with reputable stock brokerage firms and financial institutions. Furthermore, the borrower pledges securities of a value at least equivalent to
the amount of the loan adjusted on a daily basis. The securities lending transaction of $5.1B ($3.1B in 2004) for which cash was received as security
was excluded from the table above because it was recorded in the Combined Balance Sheets as commitments related to securities lent.

Credit commitments Credit commitments represent unused portions of authorizations to extend credit in the form of loans, guarantees, or letters
of credit.
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Commitments under leases and service contracts The minimum future commitments as at December 31, 2005 under leases and service contracts
are detailed as follows:

Information technology
Premises and equipment and telecommunications

2006 $ 113 $ 299
2007 88 299
2008 43 207
2009 36 203
2010 32 203
2011 and thereafter 202 61

$ 514 $ 1,272

Building lease expenses, net of rental income, included in non-interest expenses for the year ended December 31, 2005 were $58M ($45M in 2004
and $40M in 2003).

GUARANTEES A guarantee is a contract or an indemnification agreement that contingently requires the Group to make payments to the
guaranteed party pursuant to changes in i) an interest rate, an exchange rate, a security price or commodity price, or a price or rate index or
the occurrence or non-occurrence of a specified event, ii) a third party’s failure to perform under an obligating agreement or iii) a third party’s
failure to repay its debt when it becomes due and payable.

Maximum potential amount of future payments The guarantees and the maximum potential amount of future payments that the Group
granted to third parties are as follows:

2005 2004

Guarantees and standby letters of credit $ 447 $ 367
Derivative financial instruments 493 195
Guarantee for securities lending with indemnification 3,372 3,802

Guarantees and standby letters of credit Guarantees and standby letters of credit represent irrevocable commitments by the Group to make
payments in the event that a member or client cannot meet its obligations to third parties. These instruments are generally collateralized in accordance
with the same policy the Group has with respect to loans. The term of these products does not exceed five years.

The general provision for credit losses covers all credit risk, including guarantees and standby letters of credit.

Derivative financial instruments The Group has performed credit default swaps with bank counterparties. It has made an irrevocable commitment
to the counterparties to assume the credit risk for the bonds that constitute the underlying assets for the swaps. The guarantee given by the Group
is to provide partial or total payment for one security or a group of securities following an unfavourable event leading to default on payment.

The maximum amount of the guarantee comprises the notional amount of the swap. The amounts disbursed will depend on the nature of the default
and the recovery rates of the securities in collection.

The underlying assets for the swaps are corporate bonds or tranches within high-quality securitization structures. All underlying securities are rated
as equal to or greater than “A” as at December 31, 2005. The swaps have maturities running until September 2016.
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Note 22 COMMITMENTS, GUARANTEES AND CONTINGENCIES
(CONTINUED)

Guarantee for securities lending with indemnification As part of its custodial services, the Group entered into securities lending agreements
with members and clients under which the Group obtains guarantees in order to protect itself against any potential losses. The guarantee for
securities lending with indemnification represents the contractual amount of members’ and clients’ securities for which the Group is the custodian.
As at December 31, 2005, the cash amount received was $2.1B ($2.7B in 2004), as a guarantee, with respect to securities transactions with
indemnification, is included in the “Maximum potential amount of future payments” table.

Other indemnification commitments In the normal course of its operations, the Group enters into agreements containing indemnification
provisions. The indemnifications are normally related to the sale of assets, purchase agreements, service delivery agreements, outsourcing agreements,
lease agreements, compensation agreements, and transfers of assets or shares. Under these agreements, the Group may be liable for indemnifying
a counterparty if certain events occur, such as amendments to statutes and regulations (including tax rules) as well as to declared financial positions,
the existence of undeclared liabilities, and losses resulting from third-party activities or as a result of third-party litigation. The indemnification
provisions vary from one contract to the next. In several cases, no predetermined amount or limit appears in the contract, and future events that
would trigger a payment are difficult to foresee. Therefore, the Group is not in a position to provide a reasonable estimate of the maximum
amount that it could be required to pay counterparties. Historically, payments made under these commitments have been negligible.

Pledged assets Assets pledged by the Group in the normal course of business are presented in the following table:

2005 2004

Assets pledged to the following counterparties:
Bank of Canada $ 140 $ 137
Clearing systems, payment systems and depositories 156 159
Foreign governments and central banks 15 —

Assets pledged for the following transactions:
Transactions on derivative financial instruments 1,307 1,221
Securities borrowing 86 51
Commitments related to securities sold under repurchase agreements 5,068 3,144

$ 6,772 $ 4,712

CONTINGENCIES The Group is party to various lawsuits arising in the normal course of business. Many of these suits are in connection with
measures taken by the entities to collect past-due loans and exercise their rights in respect of assets given as collateral for a loan. In Management’s
opinion, the total amount of contingent liability resulting from these lawsuits will not have a material impact on the financial position of the Group.

Note 23 CONCENTRATION OF CREDIT RISK
A concentration of credit risk exists when a certain number of borrowers or counterparties that engage in similar activities are located in the same
geographical region or have similar characteristics. The evolution of economic, political or other conditions may compromise their abilities to meet
their contractual obligations. The majority of the securities, loans and deposits of the Group are related to the Québec market.

Note 24 SEGMENTED INFORMATION
The Group is a cooperative financial movement. Under the authority of the Board of Directors of the Fédération des caisses Desjardins du Québec,
the President of the Group manages the cooperative network and the network of subsidiary companies. The cooperative network consists of all
the financial intermediation, investment fund, and trust service activities that fall within the Personal and Commercial segment. The activities of
the subsidiaries network are essentially those of the Life and Health Insurance segment, General Insurance segment and the Securities Brokerage,
Asset Management, Venture Capital and Other segment. These segments reflect the changes made to the Group’s organizational structure, which
fully came into effect on January 1, 2005, when the investment fund and trust service activities were transferred to the Fédération des caisses
Desjardins du Québec.
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The activities of the two networks complement each other. Transactions among segments in the normal course of business are valued at the
exchange value, which corresponds to the amount of consideration agreed to and accepted by the partners. The results of the main segments
reflect internal financial reporting systems and are compatible with the rules used in preparing the Combined Financial Statements of the Group.
The accounting policies of the segments are the same as those described in Note 1 to the Combined Financial Statements.

Securities
Brokerage, Asset

Management,
Personal and Life and Health General Venture Capital

2005 Commercial Insurance Insurance and Other Combined(1)

Net interest income $ 3,048 $ — $ — $ (10) $ 3,044
Other income 1,315 3,088 1,463 451 6,027
Provisions for credit losses (107) 11 — — (96)
Non-interest expenses (3,172) (2,914) (1,257) (405) (7,464)

Operating surplus earnings 
from continuing operations 1,084 185 206 36 1,511

Income taxes on surplus earnings (293) (28) (67) (15) (403)
Non-controlling interests — (10) (14) — (24)
Discontinued operations — 5 — — 5

Surplus earnings before patronage 
allocations to members 791 152 125 21 1,089

Provision for patronage allocations to members, 
net of income taxes recovered 288 — — — 288

Surplus earnings for the year 
after patronage allocations to members $ 503 $ 152 $ 125 $ 21 $ 801

Segment assets $ 98,307 $ 11,792 $ 2,578 $ 5,391 $118,068

Securities
Brokerage, Asset

Management,
Personal and Life and Health General Venture Capital

2004 Commercial Insurance Insurance and Other Combined (1)

Net interest income $ 2,903 $ — $ — $ (9) $ 2,886
Other income 1,200 2,847 1,370 421 5,578
Provisions for credit losses (103) 9 — — (94)
Non-interest expenses (2,942) (2,669) (1,150) (370) (6,863)

Operating surplus earnings 
from continuing operations 1,058 187 220 42 1,507

Income taxes on surplus earnings (275) (58) (77) (8) (418)
Non-controlling interests — (2) (16) — (18)
Discontinued operations — 1 — — 1

Surplus earnings before patronage 
allocations to members 783 128 127 34 1,072

Provision for patronage allocations to members, 
net of income taxes recovered 266 — — — 266

Surplus earnings for the year 
after patronage allocations to members $ 517 $ 128 $ 127 $ 34 $ 806

Segment assets $ 90,996 $ 10,155 $ 2,437 $ 2,854 $106,442

(1) The difference between the total results and the sum of the operating segment results presented above is due to intersegment transactions.
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Note 24 SEGMENTED INFORMATION (CONTINUED)

Securities
Brokerage, Asset

Management,
Personal and Life and Health General Venture Capital

2003 Commercial Insurance Insurance and Other Combined (1)

Net interest income $ 2,893 $ — $ — $ 7 $ 2,854
Other income 904 2,748 1,186 277 4,882
Provisions for credit losses (77) 2 — — (75)
Non-interest expenses (2,685) (2,663) (1,112) (313) (6,494)

Operating surplus earnings (deficit) 
from continuing operations 1,035 87 74 (29) 1,167

Income taxes on surplus earnings (310) 19 (23) — (314)
Non-controlling interests — (10) (5) (10) (25)
Discontinued operations — 4 — 2 6

Surplus earnings (deficit) before patronage 
allocations to members 725 100 46 (37) 834

Provision for patronage allocations to members, 
net of income taxes recovered 300 — — — 300

Surplus earnings (deficit) for the year after 
patronage allocations to members $ 425 $ 100 $ 46 $ (37) $ 534

Segment assets $ 82,261 $ 9,549 $ 2,130 $ 2,330 $ 96,270(2)

(1) The difference between the total results and the sum of the operating segment results presented above is due to intersegment transactions.
(2) Combined assets as at December 31, 2003 have not been restated following the new presentation adopted for the Combined Balance Sheets of 2005 and 2004 of the operations

related to securities lending, as this data is not available.

Note 25 DISCONTINUED OPERATIONS
2005 In January 2005, the Life and Health Insurance segment of the Group sold its Bahamas division for a cash consideration of $22M.

The tables below summarize the main financial data as at December 31 for the Bahamas division, the operations of which have been discontinued.

BALANCE SHEET ITEMS RELATED TO DISCONTINUED OPERATIONS

2004

Securities $ 99
Loans 54
Other assets 16

Total assets related to discontinued operations $ 169

Commitment to insureds $ 146
Other liabilities 1

Total liabilities related to discontinued operations $ 147
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INCOME FROM DISCONTINUED OPERATIONS

2005 2004 2003

Other income $ — $ 76 $ 77
Non-interest expenses — (75) (73)
Gain on disposal 5 — —

Operating surplus earnings from discontinued operations $ 5 $ 1 $ 4

CASH FLOWS FROM DISCONTINUED OPERATIONS

2005 2004 2003

Cash flows from operating activities $ — $ 13 $ (2)
Cash flows from investing activities 22 (12) 2

$ 22 $ 1 $ —

2003 On September 28, 2003, Sécur, a subsidiary of the Group, sold assets related to securities transportation and automated services for a cash
consideration of $5M and a $5M balance of sale including interest payable in instalments until September 2010.

The breakdown of discontinued operations in the Combined Statements of Income is presented in the following table for the year ended
December 31:

2003

Loss on disposal of assets $ (1)
Operating surplus earnings until date of sale 3

$ 2

Note 26 CORPORATE RESTRUCTURING
On May 12, 2004, the Fédération’s Board of Directors approved an action plan that provided for, among other initiatives, the repositioning
of certain operations of subsidiaries within the Fédération itself.

As a result, Desjardins Trust’s (the Trust) manufacturing and investment fund distribution operations were transferred to the Fédération on
January 1, 2005. With respect to the fiduciary nature of the Trust, these operations will be maintained in a trust company related to the Fédération.

Furthermore, the operations of Desjardins Financial Corporation, which heads the insurance and asset management segments, are limited
to the holding of the capital stock of its subsidiaries.

Note 27 RELATED PARTY TRANSACTIONS
The Group carries out transactions with related entities. These transactions are recorded at the exchange value.

The transactions with these entities resulted, in 2005, in income of $28M ($30M in 2004 and $22M in 2003) and expenses of $3M ($17M in 2004
and $23M in 2003), whereas the Combined Balance Sheets include assets of $2M ($172M as at December 31, 2004) as well as liabilities of $41M
($347M as at December 31, 2004).
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FIVE-YEAR STATISTICAL REVIEW
OF DESJARDINS GROUP
COMBINED BALANCE SHEETS
As at December 31
(in millions of $)

2005 2004(1) 2003(1) 2002(1) 2001(1)

Assets
Cash and deposits with financial institutions $ 1,296 $ 1,325 $ 1,389 $ 1,392 $ 1,339

Securities
Investment account 20,069 18,117 18,428 16,002 15,751
Trading account 3,045 1,889 1,033 774 383

23,114 20,006 19,461 16,776 16,134

Securities borrowed or purchased under 
reverse repurchase agreements 2,210 774 516 316 256

Loans
Residential mortgages 48,505 43,307 38,446 34,999 32,166
Consumer, credit card and other personal loans 14,411 13,373 12,467 11,273 10,417
Business and government 20,278 19,328 18,676 17,290 17,004

83,194 76,008 69,589 63,562 59,587
Cumulative provision for credit losses (722) (753) (847) (903) (943)

82,472 75,255 68,742 62,659 58,644

Other assets 8,976 9,082 6,162 5,503 5,485

Total assets $118,068 $106,442 $ 96,270 $ 86,646 $ 81,858

Liabilities and equity
Liabilities
Deposits

Individuals $ 59,291 $ 55,063 $ 52,350 $ 48,541 $ 46,627
Business and government 16,588 15,351 14,047 12,345 11,193
Deposit-taking institutions and other 7,568 6,573 5,822 3,701 4,353

83,447 76,987 72,219 64,587 62,173

Actuarial and related liabilities 10,500 9,821 9,151 8,208 7,920
Borrowings 345 127 155 238 271
Subordinated debentures 1,355 1,589 1,154 1,208 444
Other liabilities 14,516 10,758 7,219 6,566 5,730

26,716 22,295 17,679 16,220 14,365

Equity
Capital stock 845 851 848 835 828
Share capital 64 79 77 74 38
Undistributed surplus earnings 729 553 535 493 336
Reserves 6,267 5,677 4,912 4,437 4,118

7,905 7,160 6,372 5,839 5,320

Total liabilities and equity $118,068 $106,442 $ 96,270 $ 86,646 $ 81,858

(1) Data restated to reflect the presentation adopted in 2005.
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COMBINED STATEMENTS OF INCOME
For the years ended December 31
(in millions of $)

2005 2004(1) 2003(1) 2002(1) 2001(1)

Interest income
Loans $ 4,522 $ 4,249 $ 4,165 $ 3,996 $ 4,234
Securities 351 345 382 427 460

4,873 4,594 4,547 4,423 4,694

Interest expense
Deposits 1,739 1,616 1,609 1,573 2,257
Subordinated debentures and borrowings 90 92 84 77 50

1,829 1,708 1,693 1,650 2,307

Net interest income 3,044 2,886 2,854 2,773 2,387

Other income
Net premiums 3,547 3,263 3,007 2,555 2,326
Deposit and payment service charges 417 402 393 370 373
Lending fees and credit card service revenues 263 229 190 161 142
Brokerage, investment fund and trust services 403 344 248 196 181
Other 1,397 1,340 1,044 854 914

6,027 5,578 4,882 4,136 3,936

Total income 9,071 8,464 7,736 6,909 6,323

Provisions for credit losses 96 94 75 111 240

Non-interest expenses
Claims, benefits, annuities and changes in insurance provisions 3,252 2,970 2,974 2,291 2,201
Salaries and fringe benefits 2,104 1,984 1,789 1,611 1,482
Premises, equipment and furniture, including amortization 369 338 343 333 344
Outsourcing of processing services 315 295 250 237 158
Communications 228 212 198 199 209
Other 1,196 1,064 940 853 871

7,464 6,863 6,494 5,524 5,265

Operating surplus earnings from continuing operations 1,511 1,507 1,167 1,274 818
Income taxes on surplus earnings 403 418 314 377 184

Surplus earnings from continuing operations before 
non-controlling interests and patronage allocations 
to members 1,108 1,089 853 897 634

Non-controlling interests 24 18 25 24 23

Surplus earnings from continuing operations before 
patronage allocations to members 1,084 1,071 828 873 611

Discontinued operations 5 1 6 (11) (9)

Surplus earnings before patronage allocations to members 1,089 1,072 834 862 602
Provision for patronage allocations to members 408 372 443 492 272
Tax recovery on provision for patronage allocations to members (120) (106) (143) (158) (79)

Surplus earnings for the year after patronage allocations 
to members $ 801 $ 806 $ 534 $ 528 $ 409

(1) Data restated to reflect the presentation adopted in 2005.
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PRIMARY FINANCIAL MEASURES
As at December 31
(in millions of $ and as a %)

2005 2004(1) 2003(1) 2002(1) 2001(1)

Tier 1 capital ratio – BIS 14.01 % 13.58 % 12.97 % 12.78 %(3) 12.95 %(3)

Total capital ratio 14.05 13.70 13.08 13.34(3) 11.86(3)

Return on equity 14.5 15.8 13.7 15.5 11.8
Productivity ratio(2) 68.1 67.0 68.7 65.7 68.9
Impaired loans coverage ratio 220.8 187.8 145.0 140.4 123.3
Gross impaired loans as a percentage of gross loans 0.39 0.53 0.84 1.01 1.28
Average assets $112,320 $102,156 $ 91,452 $ 84,252 $ 79,986
Average loans 78,803 72,054 65,701 60,652 57,448
Average deposits 79,980 74,377 68,094 63,380 60,588

(1) Data restated to reflect the presentation adopted in 2005.
(2) The productivity ratio is established according to the Personal and Commercial segment and includes the share of earnings generated by caisse investments in the subsidiaries.
(3) The ratio is not restated to take into account the caisses of Ontario and of the Fédération des caisses populaires de l’Ontario. The addition would not have had a significant impact

on these ratios.
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PRINCIPAL QUARTERLY INFORMATION
OF DESJARDINS GROUP
COMBINED BALANCE SHEETS
(unaudited, at quarter-end and in millions of $)

2005 2004

Q4 Q3 (1) Q2 (1) Q1 (1) Q4(1) Q3(1) Q2(1) Q1(1)

Assets
Cash and deposits 

with financial institutions $ 1,296 $ 1,072 $ 1,140 $ 1,452 $ 1,325 $ 1,168 $ 1,412 $ 1,073
Securities – investment account 20,069 18,430 19,420 19,721 18,117 17,917 17,700 17,787
Securities - trading account 3,045 1,805 2,433 1,670 1,889 1,477 1,342 1,145
Securities borrowed or purchased 

under reverse repurchase agreements 2,210 2,284 2,208 2,219 774 537 464 473
Residential mortgages 48,505 47,412 46,165 44,161 43,307 42,278 41,144 39,196
Consumer, credit card, and 

other personal loans 14,411 14,256 13,965 13,674 13,373 13,306 12,978 12,737
Loans to business and government 20,278 19,887 19,346 19,662 19,328 18,971 18,743 19,397
Cumulative provision for credit losses (722) (744) (746) (752) (753) (780) (847) (852)
Other assets 8,976 9,259 9,259 8,432 9,082 9,559 9,485 10,257

Total assets $ 118,068 $ 113,661 $ 113,190 $ 110,239 $ 106,442 $ 104,433 $ 102,421 $ 101,213

Liabilities and equity
Deposits by individuals $ 59,291 $ 58,302 $ 57,955 $ 56,682 $ 55,063 $ 53,843 $ 53,682 $ 52,299
Deposits by business and government 16,588 15,636 16,419 15,169 15,351 14,955 14,894 14,216
Deposits by deposit-taking institutions 

and other 7,568 6,654 5,742 6,909 6,573 6,754 6,018 6,020
Actuarial and related liabilites 10,500 10,302 10,068 9,920 9,821 9,638 9,425 9,279
Subordinated debentures and borrowings 1,700 1,703 1,966 2,090 1,716 1,722 1,748 1,761
Other liabilities 14,516 13,301 13,500 12,166 10,758 10,490 9,896 11,078
Equity 7,905 7,763 7,540 7,303 7,160 7,031 6,758 6,560

Total liabilities and equity $ 118,068 $ 113,661 $ 113,190 $ 110,239 $ 106,442 $ 104,433 $ 102,421 $ 101,213

(1) Data restated to reflect the presentation adopted as at December 31, 2005.
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COMBINED STATEMENTS OF INCOME
(unaudited, by quarter and in millions of $)

2005 2004

Q4 Q3 (1) Q2 (1) Q1 (1) Q4(1) Q3(1) Q2(1) Q1(1)

Net interest income $ 798 $ 781 $ 747 $ 718 $ 711 $ 734 $ 731 $ 710
Other income 1,507 1,531 1,547 1,442 1,440 1,452 1,298 1,388

Total income 2,305 2,312 2,294 2,160 2,151 2,186 2,029 2,098
Provisions for credit losses 19 29 23 25 22 12 31 29
Non-interest expenses 1,948 1,839 1,862 1,815 1,825 1,695 1,635 1,708

Operating surplus earnings 
from continuing operations 338 444 409 320 304 479 363 361

Income taxes on surplus earnings 77 129 107 90 94 133 91 100
Non-controlling interests 8 4 7 5 2 6 5 5
Discontinued operations 1 (5) — 9 (2) 2 2 (1)

Surplus earnings before patronage 
allocations to members 254 306 295 234 206 342 269 255

Provision for patronage allocations to 
members, net of income taxes recovered 87 80 56 65 68 64 72 62

Surplus earnings for the period 
after patronage allocations 
to members $ 167 $ 226 $ 239 $ 169 $ 138 $ 278 $ 197 $ 193

(1) Data restated to reflect the presentation adopted as at December 31, 2005.

PRIMARY FINANCIAL MEASURES
(unaudited, by quarter or at quarter-end, as a % and in millions of $)

2005 2004

Q4 Q3 (1) Q2 (1) Q1 (1) Q4(1) Q3(1) Q2(1) Q1(1)

Return on equity 12.9 % 16.0 % 15.9 % 13.2 % 11.5 % 19.8 % 16.2 % 15.9 %
Productivity ratio(2) 71.2 63.6 67.3 70.3 73.4 61.0 68.1 66.1
Impaired loans coverage ratio 220.8 232.5 216.2 200.0 187.8 175.7 158.9 145.6
Gross impaired loans as a percentage 

of gross loans 0.39 0.39 0.43 0.49 0.53 0.60 0.73 0.82
Average assets $ 115,865 $ 113,426 $ 111,715 $ 108,341 $ 105,438 $ 103,427 $ 101,817 $ 98,742
Average loans 81,642 79,771 77,738 76,000 74,515 72,897 71,248 69,610
Average deposits 82,020 80,354 79,438 77,874 76,270 75,073 73,565 72,377

(1) Data restated to reflect the presentation adopted as at December 31, 2005.
(2) The productivity ratio is established according to the Personal and Commercial segment and includes the share of earnings generated by caisse investments in the subsidiaries.
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PRINCIPAL STATISTICS BY BUSINESS SEGMENT
PERSONAL AND COMMERCIAL
As at December 31
(unaudited, in millions of $)

2005 2004(1) 2003(1) 2002(1) 2001(1)

Caisses and federations
Assets $ 87,565 $ 82,923 $ 75,280 $ 69,025 $ 64,216
Securities 7,880 8,899 8,562 7,527 7,584
Loans 75,725 69,662 63,356 57,571 52,789
Deposits 71,302 67,712 63,589 59,819 56,640
Equity 7,553 6,951 6,053 5,528 4,986
Surplus earnings before patronage allocations to members 930 681 641 702 453
Provision for patronage allocations to members 408 372 443 492 272

Caisse centrale Desjardins
Assets $ 15,757 $ 14,770 $ 13,518 $ 10,799 $ 10,357
Securities 3,349 2,843 3,619 3,868 3,132
Loans 10,286 10,187 8,122 5,087 5,501
Deposits 11,949 11,242 10,122 7,788 7,505
Net income 49 44 40 35 40

Fonds de sécurité Desjardins
Assets $ 796 $ 534 $ 497 $ 465 $ 434
Net fund value 550 523 485 453 409
Net surplus earnings 27 38 32 43 17

Capital Desjardins
Assets $ 1,266 $ 1,515 $ 1,076 $ 1,137 $ 330
Senior bonds 1,250 1,490 1,058 1,116 319

Investment funds and trust services
Income from brokerage services, investment funds 

and trust funds $ 246 $ 111 $ 90 $ 91 $ 89
Investment funds outstanding 10,247 8,006 6,266 4,809 5,023
Assets under administration 209,278 195,840 167,181 143,432 145,675

(1) Data restated to reflect the presentation adopted as at December 31, 2005.

LIFE AND HEALTH INSURANCE
As at December 31
(unaudited, in millions of $ and as a %)

2005 2004(1) 2003(1) 2002(1) 2001(1)

Desjardins Financial Security
Insurance and annuity premiums $ 2,300 $ 2,090 $ 2,013 $ 1,704 $ 1,561
In-force life insurance (insured capital) 137,118 131,896 126,386 122,645 113,815
In-force pension contracts (funds held) 3,786 3,670 3,553 3,255 3,372
Return on equity 24.9 % 19.6 % 14.1 % 10.8 % 10.5 %
Segregated funds $ 5,292 $ 4,677 $ 4,384 $ 4,025 $ 4,505

(1) Data restated to reflect the presentation adopted as at December 31, 2005.
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GENERAL INSURANCE
As at December 31
(unaudited, in millions of $ and as a %)

2005 2004 2003 2002 2001

Desjardins General Insurance Group
Gross premiums written $ 1,405 $ 1,370 $ 1,270 $ 1,068 $ 936
Growth in number of in-force policies 2.7 % 4.2 % 5.9 % 4.4 % 2.0 %
Combined ratio 92.0 89.4 97.8 96.8 98.2
Return on equity 24.7 29.7 13.4 10.5 8.7

SECURITIES BROKERAGE, ASSET MANAGEMENT,
VENTURE CAPITAL AND OTHER
As at December 31
(unaudited, in millions of $ and as a %, unless otherwise stated)

2005 2004 2003 2002 2001

Desjardins Securities
Total revenues $ 257 $ 226 $ 170 $ 116 $ 104
Number of clients (in thousands) 282 280 266 254 223
Return on equity (23.5)% 0.0 % (8.6)% (11.0)% 11.8 %
Assets under administration $ 18,834 $ 16,478 $ 13 827 $ 9,822 $ 8,244

Desjardins Asset Management
Fee income $ 68 $ 61 $ 48 $ 48 $ 45
Assets under management 35,754 26,329 25,515 17,263 16,288

Desjardins Venture Capital
Assets $ 110 $ 154 $ 154 $ 191 $ 183
Investments, on the books 82 136 144 176 170
Equity 101 147 138 174 78
Net earnings (loss) 4 8 (51) (26) 4
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PRINCIPAL FINANCIAL RESULTS OF THE CAISSES AND
FEDERATIONS OF MANITOBA AND NEW BRUNSWICK
The Manitoba and New Brunswick federations, comprising 40 caisses, are auxiliary members of the Fédération des caisses Desjardins du Québec.
They are governed by their own legislation, regulations and by-laws.

COMBINED BALANCE SHEETS
(unaudited)(1)

As at December 31
(in millions of $)

2005 2004

Assets
Cash and securities $ 427 $ 443
Loans 2,214 2,096
Land, buildings and equipment 44 42
Other assets 33 32

Total assets $ 2,718 $ 2,613

Liabilities and equity
Deposits $ 2,403 $ 2,308
Other liabilities 112 121
Equity

Capital stock 30 29
Undistributed surplus earnings 17 12
Reserves 156 143

Total liabilities and equity $ 2,718 $ 2,613

COMBINED STATEMENTS OF INCOME
(unaudited)(1)

For the years ended December 31
(in millions of $)

2005 2004

Interest income $ 155 $ 151
Interest expense 63 64

Net interest income 92 87
Other income 36 34

Total income 128 121
Provisions for credit losses 3 3
Non-interest expenses 100 99

Operating surplus earnings 25 19
Income taxes on surplus earnings 3 4

Surplus earnings before patronage allocations to members 22 15

Provision for patronage allocations to members 8 7
Tax recovery on provision for patronage allocations to members (2) (2)

Surplus earnings for the year after patronage allocations to members $ 16 $ 10

(1) The Combined Balance Sheets and Combined Statements of Income include data from the caisses and federations in Manitoba and New Brunswick, after eliminating the transactions
and balances of the caisses and federations among themselves. Because the financial years of the caisses do not coincide, the undistributed surplus earnings do not correspond
to the surplus earnings presented in income.
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Acceptances Short-term debt securities that can be traded in the
money market, which a financial institution guarantees for a borrower
in exchange for a stamping fee.

Appointed actuary The actuary appointed by an insurance
company’s board of directors, in accordance with the federal and
provincial laws governing insurance matters.

Assets under administration and assets under management
Assets administered or managed by a financial institution that are
beneficially owned by members and clients and therefore do not appear
on the financial institution’s balance sheet. The services provided in
respect of assets under administration are administrative in nature,
such as custodial services, collection of investment income and settlement
of buy and sell transactions, while the services provided in respect of
assets under management include selecting investments and offering
investment advice. The assets may also be administered by the
financial institution.

Autorité des marchés financiers An organization whose mission
is to administer all the laws governing the supervision of the financial
industry, notably in the areas of insurance, deposit institutions and
financial product and service distribution, as well as securities. On
February 1, 2004, it replaced the following supervisory institutions:
the Commission des valeurs mobilières du Québec, the Bureau des
services financiers, the Régie de l’assurance-dépôts du Québec, and
the Fonds d’indemnisation des services financiers. The Autorité replaced
the Inspector General of Financial Institutions for the supervision of
the financial industry.

Beneficiary A person, other than the underwriter, designated to
receive benefits under an insurance policy.

Benefit Amount paid by the insurer under life-insurance, salary
insurance or accident-health insurance protection. As applicable,
the benefit is paid to the underwriter, to the policyholder or to the
insurance beneficiary. In a pension plan, this term refers tot eh rights
a member has acquired under his participation in the plan.

Bonds A certificate which is evidence of a debt on which the issuer
promises to pay the holder a specified amount of interest for a specified
period of time, and to repay the loan on its maturity. Generally, the
assets are pledged as security for the loan, except in the case of
government or corporate bonds, aside from debentures. This term
is often used to describe any debt security.

Claims experience In general insurance, the costs of claims recorded
as a percentage of the net premiums earned. Net premiums earned
represent the premiums earned in relation to the elapsed time,
a deduction taken on reinsurance premiums.

Combined ratio In general insurance, total claims and operating
expenses expressed as a percentage of net premiums acquired.

Company subject to significant influence A company in which
Desjardins Group holds between 20% and 50% of the capital stock.

Credit instruments Credit facilities offered to members and clients
in the form of loans and other financing vehicles appearing on the
balance sheet, or in the form of off-balance sheet products such as
guarantees, letters of credit and securities lending.

Cumulative provision for credit losses An amount that management
deems sufficient to cover the anticipated credit losses related to the
portfolio of loans and other on- and off-balance sheet assets. Specific
provisions and the general provision are added to the cumulative
provision for credit losses, and write-offs and recoveries are deducted
from it.

Defined benefit pension plan Pension plan that guarantees each
member a defined level of retirement income, often based on a
formula set by the plan in terms of the member’s salary and number
of years of service.

Derivative financial instrument A contract whose value is “derived”
primarily from interest or exchange rates. Derivative financial instruments
are used to transfer, modify or reduce current or expected risks,
including risks related to interest and exchange rates and other risks
arising from financial indicators.

Forward exchange contract A commitment to buy or sell a fixed
amount of foreign currency at a future specified date and at a set rate
of exchange.

Gross premiums written In general insurance, premiums stipulated
in insurance contracts entered into during the year.

Guarantees and standby letters of credit Essentially, an
irrevocable undertaking by a financial institution to make payments
for a member or client who cannot meet his or her financial
obligations towards third parties.
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Hedging Risk management technique used to offset or manage risk
related to interest rates, foreign currency and stock market indices.

Hedging relationship A relationship established between a hedged
item and a hedging item that satisfied all the conditions issued by the
Canadian Institute of Chartered Accountants. A hedging item (generally
a derivative instrument) is used to compensate for an identified risk
associated with interest rates, foreign currency and other financial
indicators to which a hedged item (generally an asset or liability
recorded on the balance sheet) exposes Desjardins Group.

Impaired loans Loans, with the exception of credit card balances,
are considered impaired when, in Management’s opinion, there is
reasonable doubt as to the collectibility of the principal or interest or
when the interest or principal repayment is contractually 90 days or
more past due, unless the loan is fully secured. All loans are considered
impaired when they are more than 180 days in arrears. 

Investment account Securities held until maturity or until the market
offers more attractive investment opportunities.

Investment funds Funds comprised of amounts pooled together by
investors for purposes of a collective investment. A third party manages
this fund and must, on request, redeem the shares at their net asset
value (or at their redemption value).

Matching The process of adjusting asset and liability maturities as
well as off-balance sheet items in order to minimize risks related to
interest rates, currency, and other financial indicators. Matching is
used in asset and liability management.

Measurement of fair value Estimate of securities and financial
instruments at the market rate and end of year. When the price of
a security is unavailable, fair value is measured using market prices
of similar securities.

Member A person whose life or health is insured under an insurance
policy. See also Policyholder.

Morbidity rate Likelihood that a person of a given age will suffer
from an illness or infirmity. The health insurance premium that a
person belonging to this particular age group is based on this group’s
morbidity rate.

Mortality rate The frequency of death in a given population.
The life insurance premium that a person belonging to this age group
is based on this group’s mortality rate.

Moving average market method In life and health insurance, the
method that reflects changes in market values of portfolio investments
in the balance sheet and earnings statement over a period of years.

Net interest income The difference between what a financial
institution receives on assets such as loans and securities and what it
pays out on liabilities such as deposits and subordinated debentures.

Net premiums acquired In general insurance, premiums earned
on the basis of elapsed time, net of reinsurance premiums.

Notional amount Reference amount used to calculate payments
for instruments like forward rate agreements and interest rate swaps.
It is called “notional” because it does not change hands.

Off-balance sheet financial instruments A wide range of products
offered to members and clients. There are two categories (i) credit
instruments, which offer members and clients liquid asset protection
and (ii) derivative financial instruments.

Operating unit A component of a unit in which separate and
significantly important activities are carried out. An operating unit
is generally synonymous with a business segment or subsidiary.

Patronage allocation A distribution of surplus earnings to members
on the basis of their transactions with their caisse.

Pension plan Contract under which the member receives a pension
benefit based on certain conditions as of a specified age. The financing
of such a plan is insured by contributions made by either the employer
alone, or by the employer and the member.

Permanent share Capital stock offered to caisse members.

Policy Written document that accounts for the existence of a
contract for insurance and that sets out the terms and conditions.
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Policyholder A person whose life or health is insured under
an insurance policy. See also Member.

Premium Payment that the policyholder is committed to make so its
insurance policy remains effective. This payment represents the cost
of his insurance and can sometimes include a savings component.
The premium is directly linked to the amount of risk taken by the insurer.

Provisions for credit losses An amount added to the cumulative
provision for credit losses. Specific provisions are established to reduce
the carrying value of some assets (especially impaired loans) to an
estimated realizable value. The general provision is established for
losses anticipated in regard to total unimpaired loans, particularly
in sectors of activity where loan losses may not be estimated on
an individual basis.

Reinsurance agreement An agreement whereby one insurer assumes
all or part of a risk undertaken by another insurer. The original insurer
remains fully liable to policyholders for the insurance obligations.

Risk-weighted off-balance sheet assets and financial
instruments An integral part of calculating risk-based capital ratios.
The face value of low-risk assets is adjusted using risk weighted
factors to take into account a comparable risk among all types of
assets. The inherent risk of off-balance sheet financial instruments
is also taken into consideration, first by adjusting the notional values
to balance sheet (or credit) equivalents, and then by applying the
appropriate risk weighting factors.

Securitization Mechanism by which financial (such as mortgages)
are converted into asset-based securities; these securities are then
transferred to a trust.

Segregated funds A fund category offered by insurance companies
via individual variable contracts that offer purchasers a number of
guarantees, such as capital repayment upon death. Segregated funds
feature various investment objectives and securities categories.

Stock index option The right (but not the obligation) to buy
(call option) or sell (put option) at or by a specific date a given quantity
of a stock index at a specific price. 

Subordinated debenture An unsecured bond subordinated in right
of payment in the event of liquidation to the claims of depositors
and certain other creditors.

Subsidiary or subsidiary company A company in which Desjardins
Group holds the majority of the stock.

Swap A type of derivative financial instrument whereby two parties
agree to exchange interest rates or currencies for a set period
according to a predetermined rate.

Trading account Short-term securities held for trading purposes.

Underwriter An individual or a corporation that issues an insurance
policy to an insurer. In life and health insurance, the name used can
also be policyholder. In savings and group insurance, the underwriter
is the organization that issues a pension plan or an insurance plan
to an insurer.

Underwriting experience In life and health insurance, the difference
between the actual results and the actuarial assumptions used to
determine the premium or the policy liabilities, as applicable.

Underwriting profit In general insurance, the profit earned from
insurance activities before investment income.
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CORPORATE
GOVERNANCE: A YEAR
OF CONSIDERABLE
IMPROVEMENT
The Fédération des caisses Desjardins du Québec has been developing
its corporate governance program since 1998 and provides leadership
in the area of governance to Desjardins caisses and subsidiaries in order
to promote gradual, ongoing, and thorough improvement of their
governance system. In 2005, the Fédération reviewed its policy and
incorporated the new guidelines set out in 2005 by the Canadian
Securities Administrators(1).

Although the following information is specific to the Fédération, it has
a broader application as well, since Caisse centrale Desjardins (CCD)
and Desjardins Venture Capital (DVC) also rely on governance systems
aligned with that of the Fédération. Furthermore, by using a single
strategic management structure, whose purpose is to ensure coherence
and consistency of Desjardins Group’s orientations, the Fédération,
CCD, and Desjardins Venture Capital all share the same directors.
The Fédération’s subsidiaries have also adopted their own governance
policies based on that of the Fédération.

In 2005, we set forth several initiatives designed to further strengthen
governance practices in caisses. Notably, we acted on issues such as
oversight activities in the caisses and e-democracy (which would allow
members to become more involved in the life of their caisse); we created
and delivered training programs designed specifically for caisse presidents,
training programs designed specifically for all caisse officers, and clearly
defined the roles, requirements, skills sets, and training needs for
the general management teams of caisses.

HIGHLIGHTS
Year 2005 was marked by substantial improvements to Desjardins Group’s
governance practices. Listed below are the main accomplishments:

• We adopted the first Group-wide, fully integrated strategic and
financial plan to cover the period of 2006-2008. Besides the plan
itself, the true achievement was the process by which the plan
came to be finalized. The Fédération General Meeting, which brings
together 255 representatives from local caisses and the Group’s
President and Chief Executive Officer, contributed to the adoption
process on two occasions. 

• We adopted strategic communications-related orientations for
the Group in line with the strategic plan.

• We conducted a comprehensive review of our project to implement
the Basel Accord requirements on integrated risk management. This
review was conducted with the support and assistance of globally
reputed expertise. 

• We presented training programs on integrated risk management
designed specifically for board members of the Fédération and
of the subsidiaries, and we presented training conferences to the
members of the audit committees and the to the members of the
ethics and professional conduct committees.

• To help Management set the appropriate strategic directions,
we held five new discussion forums to address matters such as the
service offering to individuals and businesses, employment equity
and diversity, democratic diversity, and sustainable development.

• We adopted a sustainable development policy applicable to all
Group components.

• We reviewed the mechanisms used to communicate, consult,
and listen to the board of directors, and we adopted a method by
which to involve the caisses and the Fédération bodies in the review
of the policies and standards governing certain Group activities.

• We continued our work towards complying with the Keeping the
Promise for a Strong Economy Act, 2002 (chapter 22), under which
the board of directors adopted a position on the Group’s financial
governance and a charter framework for the Group’s Internal Audit
structure; it also reviewed its policy on external auditors and formed
a Disclosure Committee made up of senior managers and tasked
with attesting to the integrity of financial reporting to the Audit
and Inspection Commission. 

• We implemented a confidential mechanism that one could use
to report violations against the Code of Ethics and Professional
Conduct and against regulatory requirements, and we adopted
a policy on how to process complaints within the Group. 

• We adopted a program to manage the succession of executives
(in follow-up to the initiative started in 2004).

• To help caisses with the submission of proposals at the Group’s Annual
General Meeting, we reviewed the process used to provide advance
notice of proposals. We also reviewed the mode of representation
used by caisses within the Fédération’s democratic bodies. 

• We revised the document entitled Attentes et devoirs des membres
du conseil d’administration du Mouvement (Expectations and Duties
of Desjardins Group’s Board Members). The Board held a session to
reflect further on this issue, and follow-up action was taken during
the review of the report that evaluates the performance of the Board
and its commissions and committees.

• We created an Investment Commission that will oversee the investing
activities of Desjardins Investment Funds, and we adopted a policy
on exercising one’s right to vote by proxy for these same Funds.

(1) Policy Statement 58-201 on Corporate Governance Guidelines and National
Instrument 58-101 on Disclosure of Corporate Governance Practices.
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GOVERNANCE POLICY 
OF THE FÉDÉRATION
The governance policy adopted by the Fédération des caisses du
Québec describes what it must do to respect the industry guidelines
on corporate governance, while adapting these guidelines to the
cooperative nature of Desjardins.

The first adaptation is a fundamental one because it relates to the
very purpose behind the Board of Directors’ measures with respect to
corporate governance. Ultimately, the purpose of Desjardins’ governance
practices is to enable it to carry out its mission, which is to contribute
to improving the economic and social well-being of individuals and
communities. It is guided by long-term objectives and is focused
on creating economic value for its owner-users, i.e., caisse members,
who therefore benefit from:

• a competitive, comprehensive, integrated and accessible service
offering;

• individual and collective patronage allocations;
• active contribution to local and regional development with

an eye on sustainable development.

This creation of value also allows Desjardins to help strengthen
the cooperative financial sector in Canada through the conclusion
of strategic partnerships.

To attain these objectives, Desjardins gives itself the means to ensure
sufficient profitability, which allows it to ensure its longevity and
respect its cooperative difference. 

APPLICATION OF CORPORATE
GOVERNANCE GUIDELINES
MANDATE OF THE BOARD OF DIRECTORS

1) Management of the Fédération
The Board of Directors assumes explicit managerial responsibility of
the Fédération by administering its business in a sound and prudent
manner. It makes sure that the procedures and structures required for it
to fully assume its role are in place. Periodically, it reviews its operations
from the standpoint of continued improvement and safeguards the
assets of Desjardins Group and its 5.5 million members and its clients.

It plays a dual role since its responsibilities apply both to the Fédération
as a business and to Desjardins Group as an integrated cooperative
financial group. The Fédération is the organization that guides,
plans, coordinates, monitors and ensures control of all Desjardins
Group operations.

The Board exercises all the powers of the Fédération except for
those which it may delegate from time to time to its commissions
and committees. The Board assumes the following responsibilities
in particular:

a. A culture of integrity
The Board of Directors is responsible for ensuring compliance with the
permanent cooperative values of Desjardins, which are “money serving
human development, democratic operations, personal commitment,
rigour, and integrity and commitment in the community.”

In this context, the Board is also responsible for enforcing the Group’s
Code of Ethics and Professional Conduct among the members of
management, the employees, and the elected officers. A support
structure for the activities of the Fédération’s Board of Ethics and
Professional Conduct enables it to raise awareness, conduct training,
and provide a consulting service to give concrete form to compliance
with the Code, which provides for the possibility of imposing penalties
for violations. 

The Group’s Code of Ethics and Professional Conduct is available to the
public on its site, www.desjardins.com, and on its intranet. The Group
invites all those who are active within Desjardins to demonstrate ethics
based on honesty, transparency, social responsibility, and altruism.

b. Strategic planning process
The Board of Directors has implemented a continuous strategic
planning process for Desjardins Group, a process that includes
developing a financial and capitalization plan. The Board is supported
by the Group’s Strategic Management Structure Committee; specifically,
this committee helps the Board to ensure that strategic orientations
and plans are incorporated throughout the caisses and the subsidiaries
and that business development strategies are consistent and coherent,
all while being mindful of the risk involved. The plan is communicated
to all Group components so that there is a shared understanding.

From the strategic plan stems the cooperative network’s business plan
(known as PARC)(2) and an activity plan. Responsibility for implementing
the Group’s strategic plan rests with the Group Strategic Management
Structure Committee, while for PARC this responsibility rests with
the Management Committee of the Fédération. The Board’s role in
this respect is one of follow-up, oversight and control and ensures
that information is obtained to correct discrepancies when necessary.
As for CCD and Desjardins Venture Capital, their respective boards
of directors adopt a triennial strategic and financial plan that is
updated annually.

(2) PARC is a one-year business plan that consolidates the business plans of the 568 caisses
and the Fédération and that integrates the contribution of the subsidiaries into the
service offering for the owner-users. This process was reviewed in 2005 to meet
the expectations of the caisses.
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c. Identification and management of main risks
The Board is responsible for identifying the main risks of the Fédération
and Desjardins Group and ensures that the required systems are in
place for integrated management of the main risks. The Fédération
has the support of the Integrated Risk Management Executive Division,
the activities of which now cover the entire Desjardins Group. The Board
of Directors of the Fédération relies on a Risk Management Commission
and ensures it works consistently with the Audit Commission, which
remains responsible for risks connected to the process for disclosure
of financial information. The same applies to CCD.

d. Succession planning
The Board of Directors oversees the development of the succession
planning program and is supported in this task by Desjardins Group’s
Human Resources Executive Division as part of a three-year human
resources plan. The Human Resources Commission oversees the plan
and reports to the Board of Directors or makes recommendations to it.

One of the hallmarks of Desjardins’ cooperative difference is that the
successor to the Chairman of the Board and Chief Executive Officer is
chosen by a 256-person electoral college that includes representatives
from Québec and Ontario(3) caisses and the President and Chief
Executive Officer of Desjardins Group. Although it does not have to
appoint the incumbent, the Board of Directors oversees that succession
is properly planned by determining the major criteria for the President
of Desjardins Group. The electoral process is governed by a Fédération
by-law and is overseen by an election committee made up of
independent elected officers from the Board of Directors.

e. Internal reporting system and integrity of control systems
The Board of Directors, seconded by its Audit and Inspection
Commission, ensures the implementation of effective control systems
(accounting, administrative and management) to safeguard the
integrity of its operations and obtain the required accountability from
managers. The Board is supported in this responsibility by Desjardins
Group’s Internal Auditor, for whom the annual plan is approved by
the Audit and Inspection Commission. To satisfy the new requirements
of Keeping the Promise for a Strong Economy Act, 2002, work is in
progress to improve the documentation of the controls used during the
financial reporting process. These efforts are monitored by the Chief
Financial Officer of Desjardins Group, who, together with the Group’s
Chief Executive Officer, is responsible for certifying the consolidated
and combined financial statements of the Group.

The Board also ensures that the Fédération’s Management Committee
provides the Board and its commissions and committees with information
that is reliable, timely, and adapted to the particular needs of the Board
members so that they may take advantage of business opportunities
and measure the risks involved. Board members are invited to assess
the quality of each file submitted, as they are submitted, that support
decisions made. In this regard, a training session was given to the
personnel who present files to the Fédération’s decision-making bodies.

Management uses a trend chart by which it can more effectively
monitor primary performance indicators; this benefits the Board,
as they will now obtain decision-bearing data more expeditiously.

Board members receive a quarterly management information report
that combines the main financial and non-financial indicators that
will enable them to assess Desjardins Group’s situation and the status
of the Fédération’s projects. The Board ensures that appropriate
policies and procedures are in place to facilitate the production
and presentation of this information.

To effectively carry out its duties, the Board meets regularly according
to a predetermined schedule. Board members receive the agenda,
along with any appropriate documentation, far enough in advance
to ensure productive discussions and to facilitate the decision-making
process. They also use technologies that give them access to meeting-
related documentation and to the frameworks of Group activities.

f. Strategic communication policy
The Board of Directors adopt strategic communications orientations
aligned with its strategic planning by setting the actions to be taken
and the results to be measured. The Fédération also adopts annual
internal and external communication policies in order to improve
its relations with the caisses and their members, its employees,
the subsidiaries and their clients, socio-economic and community
organizations, opinion makers, the public, the media, the rating
agencies and the various levels of government. In view of the
requirements resulting from the regulations of the Keeping the Promise
for a Strong Economy Act, 2002, the Fédération will be called upon
in 2006 to adopt a Group-wide communication policy, which will
incorporate in particular the disclosure of financial information and
of major changes that can affect the Group’s financial position.

(3) Members of the Councils of Representatives.
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The Fédération uses different channels to communicate effectively
with its various stakeholders; these channels are, notably, the
Communications and Public Affairs Department, the Ombudsman,
the Ethics and Professional Conduct support team of the Secretariat
General, the complaint settlement process in the caisses (Your
Satisfaction is Our Priority) and in Desjardins Group, the annual general
meetings, the release of Desjardins Group’s quarterly financial results
(including its infoD bulletins, its Annual Report, its Social Responsibility
Report, such publications as Mes Finances – Ma Caisse, Desjardins,
Desjardins Entreprises and Partenaires, as well as information bulletins
distributed to employees), a toll-free telephone line, the Web site
(www.desjardins.com, which includes a section entitled “Relations
with members”), member services at the Fédération (1-866-835-8444,
ext. 8422), and the mechanism for reporting actions that violate the
Code of Ethics and Professional Conduct and the regulatory frameworks.

In addition, the Fédération communicates with rating agencies
and coordinates the relations of the Group with the various levels
of government.

2) Composition of the Board of Directors (BD)
The Fédération’s Board of Directors consists of 22 members, a majority
of whom are unrelated parties. The criteria for membership are listed
in paragraph 3.

The Vice-Chairs of the Abitibi-Témiscamingue–Nord et Ouest du
Québec, and Bas-Saint-Laurent–Gaspésie–Îles-de-la-Madeleine regions
also serve on the Board of Directors as managing directors.

3) Applying the definition of unrelated party
The Board of Directors includes five related officers, one of which is the
Chairman of the Board and Chief Executive Officer of Desjardins Group
and the four caisse general managers who serve on the Board. The
first is related because he is a member of the management of the
Fédération, and the other four are related because they are employees
of companies–namely, caisses–belonging to the Group. In addition, the
directors have no business or personal relationships with members of
the Management Committee of the Fédération, or interests which, in
the opinion of the Board, could significantly interfere with their ability
to act in the best interests of the Fédération or Desjardins Group, or
interests of another nature which, again in the opinion of the Board,
could reasonably be perceived as such.

For guidance in these matters, the Board refers to the provisions
of the Code of Ethics and Professional Conduct, which governs the
actions of its directors and the declarations of interests filed annually
by the directors.

A list of directors with their status (related or unrelated) on pages 12
and 13 of this Annual Report.

The declarations of interests show that the directors focused their
attention on their roles and responsibilities with Desjardins, as none of
them sits on another board of directors of any other major company.
Generally speaking, they hold one or two director positions with
not-for-profit organizations.

4) Nomination procedure
Given the cooperative nature of Desjardins Group and the principle
of delegation which prevails within the Group, the Fédération’s Board
of Directors is composed of persons elected by the delegates of the
Fédération’s member caisses, which, at meetings in each region or at
meetings of group caisses, directly elect 17 of the 22 Board members.
They assume the chairmanship of the Council of Representatives(4).
Thus, it is the caisse delegates who must choose from among the
interested candidates, the candidates most apt to assume two roles,
namely, that of director of the Fédération and Desjardins Group
as a whole and that of regional representation. Once nominated,
candidates are reminded of the responsibilities related to the position
of chairman of a Council of Representatives (CORE). Because they are
at once officers of a caisse, members of their Councils of Representatives,
and members of the Board of Directors of the Fédération, the Board
benefits from directors with a profound knowledge of the activities of
Desjardins Group who are nonetheless independent of management.
This in-depth knowledge of the organization’s activities is a significant
advantage resulting from the democratic structure.

The chairs of the Councils of Representatives are also responsible for
ensuring that the orientations, as defined by the Board, are understood
by the caisses; for ensuring that the mechanisms for discussions,
suggestions and consultations are effective; and for communicating
to the Board the concerns of caisses they represent. The energy and
commitment of the caisse officers inspire the members of the Board
to make decisions for the common good of the members and other
stakeholders of Desjardins Group.

The four remaining positions filled by caisse general managers are
determined at an election held at a meeting of representatives of the
Fédération, and the final position is reserved for the Chairman of the
Board and Chief Executive Officer of Desjardins Group. Consequently,
the Corporate Governance Commission is not required to play a role
in the selection of the Board of Directors of the Fédération, but is,
however, in charge of the selection process of the directors of the
Desjardins Group subsidiaries.

(4) The Councils of Representatives are democratic bodies within the Fédération whose
decision-making responsibilities are, in each of the regions or for group caisses, as
follows: adopting the regional business plan, granting sponsorships and donations
and designating the representatives of Desjardins with outside regional agencies.
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The process of electing the directors of the Fédération therefore
ensures the independence of the members of the Board vis-à-vis
the Chairman of the Board and Chief Executive Officer of Desjardins
Group since this individual has no influence on the identification
of these directors.

The rules governing the composition of the Board foster a certain
stability and continuity in the corporate governance of Desjardins
Group given that its members have three-year renewable terms
and that each year one third of the Board members withdraw from
their positions. This affords the directors the time needed to deepen
their understanding of issues and to make a valuable contribution
to the Board.

The composition of the Board is balanced by the presence of
representatives from all regions of Québec, from the group caisses,
and from Ontario caisses populaires, but also by the skills and
experience they offer (chartered accountants, lawyers, notaries,
managers, a professional mediator, a professor of management,
an entrepreneur, caisse general managers).

5) Assessing the effectiveness of structures
The Board of Directors and its commissions and committees evaluate
their performance annually by using quantifiable objectives set by the
Board at the beginning of the year. Areas for improvement and points
to be monitored identified during this evaluation are written into an
action plan recommended to the Board by the Corporate Governance
Commission (which also oversees the plan). The Board also received
a mid-year progress report. The evaluation program for all Fédération
structures also calls for a personal self-assessment followed by a
meeting with the Chairman of the Board. In 2005, the Chairman of
the Board individually met with three members of the Board, thereby
concluding a first round of meetings with all Board members. The
Chairman is responsible for the evaluation process, and the Corporate
Governance Commission provides oversight.

The Cooperative Orientations Commission filed a report with the
Board of Directors confirming that the Board had achieved its primary
annual objective, which was to make sure that its main decisions
incorporated aspects of our cooperative difference.

6) Orientation and training program for new directors
The Fédération offers its directors orientation and ongoing training,
and develops sessions tailored to their specific needs. New directors
attend an integration session that involves meeting with members
of Management and receiving a reference manual containing all the
information they need to carry out their duties. Every director receives
a document reminding him or her of the expectations and duties
that come with the position.

As needed and upon request, meetings with specialists from the
Fédération are also organized to give new directors a more complete
picture of the company and of its main strategic projects.

The training program for directors is incorporated into the activities
of the Desjardins Cooperative Institute, a new training institute
created for the elected officers and managers of Desjardins Group.
The Institute’s mission is threefold: Desjardins Awareness, Desjardins
Governance and Management, and Desjardins Innovation.

7) Size of the Board
The Board of Directors is of a size that prioritizes adequate representation
of the caisses in the 17 regions in the province of Québec and in one
region of Ontario and of the group caisses. Moreover, the presence
of four caisse general managers ensures that the orientations adopted
by the Board and their implementation are adapted to the realities
of the caisses.

The efficient running of meetings and good discipline among the
directors themselves compensate for the size of the Board. Furthermore,
the Chairman of the Board and the Chief Executive Officer holds
periodic, informal meetings with the directors that serve to increase
the efficiency of the formal meetings. The results of the performance
evaluation of the Board of Directors reveal the very significant relevance
of these meetings. During 2005, after each meeting of the Board
of Directors or a committee or commission, a closed-door session was
held without the Fédération’s members of management, except for
the Chairman of the Board and the Chief Executive Officer.

8) Remuneration policy for directors
The Board has adopted a policy that guides the payment of
remuneration to its directors, members of the Board of Ethics and
Professional Conduct, and members of the Councils of Representatives
(CORE). This policy is in line with industry trends and reflects the
responsibilities, requirements, and risks inherent to the functions
that directors hold with respect to the Fédération, Caisse centrale
Desjardins and Desjardins Venture Capital.
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At the Fédération's most recent Annual General Meeting, it was
decided that, for the year 2005 and thereafter, Desjardins Group would
disclose the amounts of remuneration paid to each Board member and
to each member of the Board of Ethics and Professional Conduct for
the duties they assume for the Federation, Caisse centrale Desjardins,
Desjardins Venture Capital, or for their role as the chair on the board
of a subsidiary.

The Remuneration schedule is as follows:

REMUNERATION SCHEDULE OF BOARD MEMBERS OF THE FÉDÉRATION, CAISSE CENTRALE DESJARDINS,
AND DESJARDINS VENTURE CAPITAL AS WELL AS OF MEMBERS OF THE BOARD OF ETHICS AND PROFESSIONAL
CONDUCT OF THE FÉDÉRATION AND OF CAISSE CENTRALE.

Fédération Desjardins Caisse centrale 
Venture Capital Desjardins Subsidiaries

Chairman of the Board(5) None, as it is assumed $15,000 paid to the $15,000 paid to the $15,000, of which 
by the President and Fédération because it is Fédération because it is $10,000 is earmarked 

Chief Executive Officer assumed by the President assumed by the President for the director and 
of the Group and Chief Executive and Chief Executive $5,000 for the 

Officer of the Group Officer of the Group Chairman of the Board

Annual retainer for the 
Chair of a commission $6,500* $6,500* $6,500* $6,500*

Annual retainer for a member 
of the Board(6)(7) $6,670 $6,670 $6,670 $10,000

Attendance allowance for Board meetings $1,000 $1,000 $1,000 $1,000 
(maximum per day)(8) (maximum per day)(8) (maximum per day)(8) (maximum per day)(8)

Attendance allowance for committee $500 $500 $500 500$
or commission meetings (per half-day)(8) (per half-day)(8) (per half-day)(8) (per half-day)(8)

Teleconference $200 $200 $200 $200

Attendance allowance for members of the 
Board of Ethics and Professional Conduct $1,500 for the Chair $500 $1,500 for the Chair $500
or members of the Ethics Commitee $750 for members (per half-day) $750 for members (per half-day)

Compensation for the Chair of 
a Council of Representatives $10,000 N/A N/A N/A

Attendance allowance for members 
of the Councils of Representatives $250 per meeting N/A N/A N/A

Chair of a discussion forum $1,000 for preparation
$1,000 for the day N/A N/A N/A

N/A: Not applicable

*For committees who hold fewer than four meetings, the attendance allowance is doubled and replaces the annual retainer. 

(5) The Chair of the Board of subsidiaries is generally held by a member of the Board
of Directors of the Fédération.

(6) A member of the Board of the Fédération receives $20,000 (3 x $6,670) as an annual
retainer to serve as director of the Fédération, Caisse centrale and Desjardins Venture
Capital. The bonus amounts to $15,500 for the two Managing Directors, to which
an amount of $5,000 is added for their roles as vice-chairs of their respective Councils
of Representatives.

(7) Concerning the four general managers who are members of Boards of Directors,
the policy stipulates that the Board of Directors for their caisse is responsible for
deciding if they keep all of their remuneration.

(8) Regardless of the number of Board, commission, and committee meetings held
on the same day, the maximum daily retainer is $1,000 because every effort is made
to concentrate meetings in a single day to drive costs down as much as possible.



REMUNERATION OF MEMBERS OF THE BOARD
OF ETHICS AND AUDIT OF THE FÉDÉRATION

Name(18) Attendance allowance

Béchard, Éric $ 7,600
Bourgeois, Isabelle $ 7,800
Cardinal, Marcel $ 7,800
Douvry, Josyane $ 6,650
Lee-Gosselin, Hélène $ 13,800
Méthot, Marc $ 7,050
Sarrazin, Claire $ 5,900
St-Aubin, Jacques $ 7,200
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(9) Terms ended in March 2005.
(10) Amounts received for chairing the board of a subsidiary.
(11) Including $3,247 as a member of the FCPO Board and $4,000 as a member

of the Board of DCU.
(12) Including $11,194 for chairing the Board of FCPO and $15,000 as a member

of the Board of DCU.
(13) Includes an annual retainer of $5,000 for acting as Director of the Fonds de sécurité

Desjardins and one of $13,000 (2 X $6,500) for her role as Chair of the Audit
Committee of Desjardins Financial Corporation for the years 2004 and 2005.

(14) Amount received as facilitator on the Quality Train and as a trainer at Desjardins
Cooperative Institute.

(15) Amount received as a trainer at Desjardins Cooperative Institute.
(16) Amount received as a trainer at Desjardins Cooperative Institute.
(17) 63% of this amount is related to the duties assumed at FCDQ alone.
(18) For her time as a member of the Board of Audit and Ethics in 2005, Nathalie Dumais

received remuneration of $950.

REMUNERATION OF BOARD OF DIRECTORS MEMBERS

Received from FCDQ,
DVC and CCD Received from subsidiaries(10)

Attendance Annual Attendance Annual Other TOTAL
Name allowance retainer allowance retainer fees 2005

BARIL, Jacques $ 43,300 $ 39,875 $ 83,175

BLAIS, Thomas $ 32,050 $ 43,116 $ 7,247(11) $ 26,194(12) $ 108,607

BUREAU, Jean-Guy (dir. FSD) $ 49,000 $ 30,000 $ 2,500 $ 5,000 $ 86,500

CHARBONNEAU, Louise $ 30,250 $ 20,000 $ 50,250

DUMAS, Alain $ 31,550 $ 20,000 $ 51,550

GAGNÉ, André (Chair of the Board, DAM) $ 33,800 $ 30,000 $ 12,400 $ 21,500 $ 97,700

GAGNÉ, Raymond (Chair of the Board, DGIG) $ 31,800 $ 30,000 $ 12,200 $ 21,500 $ 95,500

GRANT, Norman $ 33,250 $ 25,375 $ 58,625

GRENON, Pierre $ 26,350 $ 26,250 $ 52,600

LACHAPELLE, André (Chair of the Board, CRDC) $ 37,300 $ 43,000 $ 13,000 $ 19,975 $ 113,275

LAFONTAINE, Daniel $ 31,000 $ 20,000 $ 51,000

LAFORTUNE, Andrée (dir. FSD) $ 49,500 $ 49,200 $ 2,500 $ 18,000(13) $ 119,200

LAPIERRE, Madeleine(9) $ 12,650 $ 11,625 $ 24,275

LAUZON, Marcel (dir. FSD) $ 43,750 $ 30,000 $ 2,500 $ 5,000 $ 81,250

LAVOIE, Olivier (Chair of the Board, DID) $ 33,450 $ 30,000 $ 5,200 $ 10,000 $ 78,650

LEBLANC, Pierre (Chair of the Board, FSD) $ 55,550 $ 35,000 $ 2,500 $ 10,000 $ 103,050

MERCIER, Daniel $ 31,000 $ 38,792 $ 69,792

MONDY, Jacqueline(9) $ 12,450 $ 8,875 $ 1,250 $ 22,575

PARÉ, Denis $ 44,000 $ 43,750 $ 87,750

ROY, Michel $ 24,450 $ 22,500 $ 1,800(14) $ 48,750

SAMSON, Clément $ 32,700 $ 43,000 $ 31,500(15) $ 107,200

SARRAZIN, Richard $ 33,600 $ 18,333 $ 51,933

ST-PIERRE BABIN, Sylvie (Chair of the Board, DFS) $ 29,750 $ 22,875 $ 15,700 $ 21,500 $ 6,000(16) $ 95,825

TARDIF, Pierre (Chair of the Board, 
Desjardins Securities) $ 39,150 $ 30,000 $ 15,100 $ 21,500 $ 105,750

TURCOTTE, Benoit (dir. FSD) $ 39,200 $ 27,625 $ 2,000 $ 3,750 $ 3,000(15) $ 75,575

TOTAL $ 860,850 $ 739,191 $ 92,847 $ 185,169 $ 42,300 $1,920,357(17)
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In accordance with the Act respecting financial services cooperatives,
the total budget for the payment of attendance allowances to
members of the Board of Directors, the Councils of Representatives
and the Board of Ethics and Professional Conduct is authorized by
the Fédération’s General Meeting. In addition to this fact, it is the total
remuneration budget, not only the attendance allowances, that the
General Meeting approves. The Meeting receives a report on the
changes in the remuneration budget from one year to the next.
The budget allowance fell from $1,692,000 in 2004 to $1,654,000
in 2005, a decrease of $38,000.

9) Composition of commissions and committees
The Board has created a number of committees and commissions and
defined their mandates in order to support and streamline its control
and monitoring activities. These commissions and committees are
comprised entirely or almost entirely of unrelated parties. The mandate
of these commissions and committees is reviewed annually. 

10) Responsibility for corporate governance
The Board has given the Corporate Governance Commission the
responsibility of applying and updating the governance program in
light of industry trends. The commission reports on its observations
and makes recommendations to the Board of Directors.

11) Defining the authority of the management committee
The responsibilities of the Chairman of the Board and the Chief Executive
Officer of Desjardins Group are set out in the corporate governance
by-law of the Fédération. The responsibilities of the President and
Chief Operating Officer of the Fédération are also defined in this
by-law. In addition, the Board has set out in writing a clear distribution
of responsibilities between the Board of Directors and the
Management Committee.

The annual objectives of the Chairman of the Board and Chief
Executive Officer of Desjardins Group are recommended to the
Board of Directors by the Committee on the Aggregate Remuneration
of the President and Chief Executive Officer of Desjardins Group.
The objectives of the President and Chief Operating Officer of the
Fédération are established by the President and Chief Executive Officer
as part of its profit-sharing plan. The Board of Directors relied on
guidelines for setting objectives to ensure sound management of
profit-sharing plans and an equitable application for all components
of Desjardins. 

The degree to which these objectives are achieved is measured
through an annual review process. With respect to the performance
of the Chairman of the Board and Chief Executive Officer of Desjardins
Group, under the supervision of the aforementioned committee
(Committee on the Aggregate Remuneration), each director participates
anonymously in the review process using a model prepared in advance
by this committee.

12) The Board’s independence from the Management Committee
The Board has created different structures and procedures to safeguard
its independence from the Management of the Fédération. These
include the following:

1) having only one member of Management of the Fédération who is
also an officer elected by representatives of members (Chairman of
the Board and Chief Executive Officer of Desjardins Group);

2) the position of Vice-Chair of the Board of Directors, created by the
General Meeting, the occupant of which presides over the Board’s
meetings when the issues being discussed require the withdrawal of
the Chairman of the Board and Chief Executive Officer. The internal
management by-laws specify that the Vice-Chair of the Board
replaces the Chairman of the Board when the latter cannot act;

3) informal periodic meetings among the directors, of which the
Chairman of the Board and Chief Executive Officer updates the
President and Chief Operating Officer, who is not present at these
meetings. Both unrelated directors and related directors, however,
are present at these meetings, provided that the discussions pertain
to matters that do not bear any risk of conflicts of interest for
the related directors;

4) meetings behind closed doors, without the participation of
management (except for the Chairman of the Board and Chief
Executive Officer), at the end of each meeting of the Board of
Directors or of the Executive Committee;

5) the Chair of the Audit and Inspection Commission (AIC) is assumed
by an unrelated director; and

6) assigning responsibility to the Corporate Governance Commission
(of which only one member is a related party) for:
a) managing relations between the Board and the Management

Committee of the Fédération; and
b) ensuring that the Board fulfills its duties. In addition, the

responsibility of developing or supervising agendas for the Board
of Directors and its committees is assigned to the Chairman of
the Board and the Chief Executive Officer of Desjardins Group;

7) the creation of the Committee on the Aggregate Remuneration
of the Chairman of the Board and Chief Executive Officer of
Desjardins Group on which only unrelated directors serve;

8) ensuring that the members of the Human Resources Commission
and the Committee on the Aggregate Remuneration of the President
and Chief Executive Officer of Desjardins Group are seconded
by an external consultant with respect to matters dealing with
the aggregate remuneration of officers. In 2005, the latter was
mandated to oversee the process used to select the external
consultant, Towers Perrin. This firm was mandated to assist the
Human Resources Commission in the following projects: establishing
guidelines for the aggregate remuneration of officers; creating
profit-sharing programs that support business management and the
established guidelines, and for assessing the remuneration program
it received for approval. Towers Perrin also received more specific
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remuneration mandates involving the following: reviewing all of the
specific profit-sharing plans regarding financial products and capital
markets, reviewing the bonus policy and hiring the President and
COO of Desjardins Securities.

The Fédération has a Board of Ethics and Professional Conduct, the
members of which are elected at the General Meeting. Its members
are all independent from management and the Board of Directors.

POSITION AGAINST SEPARATING THE FUNCTIONS
OF THE CHAIRMAN OF THE BOARD AND CHIEF
EXECUTIVE OFFICER
Desjardins does not intend to separate the functions of the Chairman
of the Board and of the President and Chief Executive Officer of
Desjardins Group. This position stems from a decision made by the
General Meeting of members (1,500 elected officers) and was reflected
in the internal management regulation.

Listed hereunder the are main reasons behind this decision: 

• Unlike other companies, where the Chief Executive Officer is
appointed by the Board of Directors, Desjardins elects this officer
through an electoral college of 256 representatives of the members.
His primary responsibility is to protect the interests of the 5.5 million
members of Desjardins. His interests are aligned with those of the
members, who are also members of the enterprise.

• Unlike those of other companies, the Chairman and Chief Executive
Officer of Desjardins has no influence over the choice of members
who serve on the Board of Directors, which is one of the justifications
made in favour of the separation of the two functions. In fact, all
the directors of the Fédération are elected at a regional general
meeting or by group caisses or at a representatives’ meeting, as
discussed in point 4 of this disclosure. In addition, the Board of
Directors created the Committee on the Aggregate Remuneration
of the President and Chief Executive Officer of Desjardins Group,
which is made up entirely of independent directors, to eliminate
any conflict of interest with respect to remuneration. 

• The General Meeting believes that, owing to the complex nature
of management of the activities of Desjardins Group, the Chairman
of the Board must possess in-depth knowledge about the activities
and affairs of both the Fédération and Desjardins Group in order
to effectively act as a leader, whether it be among elected officers,
members, or the management teams of various Desjardins components.
This position results from an experiment that led the General Meeting
to decide, in the early 1990s, not to have “two-headed” management
of the organization of orientation, planning, coordination and
monitoring of Desjardins Group. The Board assigned the Chairman
of the Board, in accordance with the by-law, the responsibility
of being the authorized spokesperson for the Fédération and
Desjardins Group.

• The General Meeting created the position of President and Chief
Operating Officer of the Fédération to release the Chairman of the
Board and Chief Executive Officer from operational considerations.
Moreover, the Management Committee of the Fédération is chaired
by the President and Chief Operating Officer; the Chairman of the
Board and Chief Executive Officer is a member of the committee
to ensure that the orientations set by the Board are adequately
reflected in the various projects. 

13) Audit and Inspection Commission – 
Mandate and Composition
The Audit and Inspection Commission (AIC), established under the
Act respecting financial services cooperatives for its activities related
to the inspection of caisses, acts as an audit committee for the
Fédération. It is composed entirely of unrelated officers; two of the
members, including the Committee Chair, have accounting expertise.

The roles and responsibilities of the AIC have been defined in such
a way so as to give its members a very clear understanding of their
oversight duties. The AIC has all the power and information it needs
to fulfill its mandate. Its role is to review all financial information and
supervise the implementation of an effective control process and the
required rendering of accounts. It has direct communication channels
with the persons responsible for internal audit at Desjardins Group,
with the Desjardins Bureau for Financial Monitoring and Enforcement(19)

and with the external auditors in order to discuss and review certain
issues. The AIC may, as needed, discuss these issues without the
managers responsible being present.

The AIC ensures the independence of the internal audit division
of Desjardins Group and adopts its annual action plan. 

14) Hiring outside advisors
A director may hire the services of an outside advisor at the expense
of the Fédération. However, to ensure that such services are relevant,
a request must be submitted to the Corporate Governance Commission.

(19) The Desjardins Bureau for Financial Monitoring and Enforcement provides independent
opinions on caisses’ management and financial statements. Consequently, it monitors,
through inspections and audits, the risks associated with network activities and
determines whether these risks are managed based on sound and prudent management
practices in compliance with legislation, standards, and the rules of conduct in force;
moreover, it audits the caisses’ financial statements and co-audits the financial
statements of Desjardins Group based on recognized audit standards, and expresses
an opinion on these financial statements.
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MANDATES AND COMPOSITION
OF THE COMMISSIONS AND
COMMITTEES OF THE BOARD OF
DIRECTORS OF THE FÉDÉRATION
As at December 31, 2005
N.B.: * means an unrelated person

** means managing director

EXECUTIVE COMMITTEE (EC) (composed of 7 directors)
This Committee has the same functions and powers as the Board of
Directors, with the exception of those which the Board may reserve for
itself or assign to another committee or commission. Its mandate was
drawn up by the Board of Directors. In 2005, it held 22 meetings.

Members:
Alban D’Amours, Chairman of the Board
Pierre Tardif, Vice-Chair of the Board*(i)

André Lachapelle, Secretary of the Board*
Jacques Baril*
André Gagné*
Denis Paré*
Richard Sarrazin (deceased during term, December 2005)

(i) Madeleine Lapierre was the Vice-Chair of the Board until April 2, 2005. Mr. Tardif
succeeded her. Olivier Lavoie and Sylvie St-Pierre Babin sat on the Board until April 2,
2005.

COOPERATIVE ORIENTATIONS COMMISSION (COC)
(composed of 5 directors)
This commission ensures compliance with the cooperative values and
the permanent values of Desjardins Group as well as its cooperative
differences. If required, it submits recommendations to the Board.
In 2005, it held 9 meetings.

Members:
Clément Samson, Chair*
Jean-Guy Bureau*(i)

Alain Dumas
Norman Grant** 
Michel Roy*

(i) Jacques Baril and Benoît Turcotte sat on the Board until April 2, 2005.

AUDIT AND INSPECTION COMMISSION (AIC) 
(composed of 5 directors)
This commission oversees the internal audit activities of Desjardins
Group and the Desjardins Bureau for Financial Monitoring and
Enforcement, supports the Board in its monitoring and control
responsibilities for the Fédération and the Group, and examines in
detail all elements related to the disclosure of financial information.
In 2005, it held 22 meetings.

Members:
Andrée Lafortune, FCA, Chair*
Jean-Guy Bureau*
Marcel Lauzon*
Pierre Leblanc, FCA*
Benoît Turcotte(i)

(i) Jacqueline Mondy sat on the Board until April 2, 2005.

RISK MANAGEMENT COMMISSION (RMC) 
(composed of 5 directors)
This commission assists the Board of Directors in the identification
and tracking of major risks to the Fédération and Desjardins Group.
In 2005, it held 8 meetings.

Members:
André Lachapelle, Chair*
Pierre Tardif, Vice-Chair of the Board*
Thomas Blais*
Raymond Gagné*
Pierre Grenon*

Andrée Lafortune sits as an observer.

HUMAN RESOURCES COMMISSION (HRC) 
(composed of 5 directors)
This commission has as a mandate the periodic review of the
positioning of the global remuneration system of Desjardins Group
in order to enable the Group to maintain a competitive position in
the market. It ensures that the remuneration practices in effect within
the Group comply with the Group’s policies and guiding principles.
The mandate of this commission excludes the examination of issues
concerning the conditions of employment of the Chairman of the
Board and Chief Executive Officer. In 2005, it held 8 meetings.

Members:
Alban D’Amours, Chairman of the Board
Pierre Tardif, Vice-Chair of the Board*
André Lachapelle(i), Secretary of the Board*
Raymond Gagné*
Denis Paré*

(i) Madeleine Lapierre sat on the Board until April 2, 2005

COMMITTEE ON THE AGGREGATE REMUNERATION
OF THE CHAIRMAN AND CHIEF EXECUTIVE OFFICER
OF DESJARDINS GROUP (CAR) (composed of 4 directors)
This Committee, all of whose members are unrelated parties, is
mandated to make recommendations to the Board regarding the
remuneration and working conditions, as well as the annual objectives,
of the President and Chief Executive Officer. The Committee held
3 meetings in 2005.
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Members:
Pierre Tardif(i), Vice-Chair of the Board*
André Lachapelle, Secretary of the Board*
Raymond Gagné*
Denis Paré*

(i) Madeleine Lapierre was the Vice-Chair of the Board until April 2, 2005. Mr. Tardif
succeeded her.

CORPORATE GOVERNANCE COMMISSION (CGC)
(composed of 5 directors)
This commission is mandated to support the Board of Directors in
applying and updating the corporate governance program. It also
oversees the process for recommending candidates for seats on
the boards of directors of Desjardins Group subsidiaries. In addition,
it is responsible for supervising the performance review program
for members of the Board of Directors and its commissions and
committees. The Corporate Governance Commission held 6 meetings
in 2005.

Members:
Alban D’Amours, Chair
André Gagné*
Pierre Leblanc*
Daniel Mercier*
Sylvie St-Pierre Babin**

INVESTMENT COMMISSION (IC) 
(composed of 4 directors and an external member)
This commission is mandated to support the Board of Directors in
establishing and monitoring the investment policies of Desjardins Funds
and in overseeing the selection of portfolio advisors and subadvisors.
It also examines the fund performance and ensures that investment
fund transactions are compliant. The Investment Commission held
3 meetings in 2005.

Members:
Daniel Mercier, Chair*
Jacques Baril*
Pierre Leblanc*
Denis Paré
Normand Grégoire

DESJARDINS GROUP RETIREMENT COMMITTEE (DGRC)
(composed of representatives of employers, participants,
and retirees, plus one external member)
By virtue of the powers vested in it by the Supplemental Pension
Plans Act and by the Plan’s Regulation, the Retirement Committee is
in charge of soundly administering the Pension Plan, managing the
Pension Fund and paying members and their survivors the promised
benefits. The members representing the employees, employers and
retirees share the role of Pension Fund trustees. The Retirement
Committee met 5 times in 2005.

The Fédération des caisses Desjardins du Québec represents all
Desjardins employers with respect to the Desjardins Group Pension
Plan. The Fédération’s Board of Directors has decision-making power
in certain areas, including the Plan Regulation, the nature and terms
of benefit payments to members and retirees, contribution rates
as well as the use of surplus. Through its Board of Directors, the
Fédération stands surety for the obligations (employee pensions)
resulting from the participation of all Desjardins Group employers
in the Plan. 

Employer representatives are appointed by the Fédération’s Board
of Directors. Members’ representatives and retirees are elected
democratically by the group that they represent.

Members from the Board of Directors, 
representing the employer
Denis Paré, Chair*
Jacques Baril*
Thomas Blais*
Pierre Grenon*
Pierre Leblanc*
Daniel Mercier*

Representing the participants
Odette Breton
Simon Garneau
Michel Michaud
Clément Roberge
Reynald Harpin* (External representative)

Representing the retirees and participants 
entitled to a deferred pension
Normand Deschênes

Observers representing the participants
Johanne Rock
Yvon Lesiège 

INVESTMENT COMMITTEE (IC)
(composed of 5 members of DGRC)
Under the responsibility of the Retirement Committee, which
establishes investment policy, the Investment Committee has the
mandate to ensure the execution, compliance and follow-up of the
policy as well as to coordinate the activities of the fund managers
to whom management mandates are entrusted. The Committee
held 13 meetings in 2005.

Members:
Denis Paré, Chair*
Jacques Baril*
Pierre Leblanc*
Clément Roberge
Reynald Harpin*
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AUDIT, PROFESSIONAL PRACTICES AND COMPLIANCE
COMMITTEE (APPCC) (composed of 3 members of DGRC)
This committee falls under the responsibility of the Retirement
Committee and is answerable for overseeing the following activities:
the financial reporting process, rules governing professional practices
and ethics, complaint policy, regulatory compliance management
and governance. It held 2 meetings in 2005.

Members:
Pierre Leblanc, Chair*
Normand Deschênes, Secretary
Daniel Mercier*

MANDATE AND COMPOSITION
OF THE BOARD OF ETHICS
AND PROFESSIONAL CONDUCT
OF THE FÉDÉRATION
(composed of elected officers)

Under the law, the Fédération has a Board of Ethics and Professional
Conduct that is independent of the Board of Directors, the members
of which are elected officers of Desjardins. The Board of Ethics and
Professional Conduct enjoys the support of a team which reports to
the Secretariat General of the Fédération. In 2005, it held 17 meetings,
including one training session.

One of the main responsibilities of the Board of Ethics and Professional
Conduct is to ensure independence and objectivity of the Fédération’s
inspection and audit services (Desjardins Bureau for Financial Monitoring
and Enforcement – see footnote on page 153) with respect to caisses
and to make recommendations to the Chairman of the Board and
Chief Executive Officer of Desjardins Group for the appointment of
the person responsible for managing these services.

In addition to the responsibilities mentioned above, the role of the
Board of Ethics and Professional Conduct is to adopt the rules of
conduct applicable to the officers of Desjardins Group and to the
employees of the Fédération, caisses and subsidiaries (officers only),
present them for approval to the Board of Directors and ensure that
they are complied with by the caisses and the Fédération, support
the caisses and the Fédération in applying the rules of conduct, issue
notices, make observations and recommendations with respect to
ethical issues (especially in circumstances of misconduct), and notify
the Board thereof, and, if the Fédération violates the provisions of the
Act respecting financial services cooperatives and regulations governing
restricted party transactions and conflicts of interest, ensure that
the complaints regarding the Fédération originating from the caisses
or other members of the Fédération are processed (Caisse centrale,
holding companies, subsidiaries).

Members:
Hélène Lee-Gosselin, Chair*
Claire Sarrazin, Secretary*
Éric Béchard*
Isabelle Bourgeois*
Marcel Cardinal*
Josyane Douvry*
Marc Méthot*
Jacques St-Aubin*

MANDATE AND COMPOSITION
OF THE DESJARDINS GROUP
STRATEGIC MANAGEMENT
STRUCTURE COMMITTEE 
(composed of 13 members of management)

This committee supports the Chairman of the Board and Chief Executive
Officer of Desjardins Group and the Board of Directors in their responsibility
of providing Desjardins Group with a single management structure. To
achieve this, it helps the Board to incorporate the strategic orientations
of the cooperative network and the subsidiaries and to implement
business development strategies. It held 11 meetings in 2005.

Members:
Alban D’Amours, Chairman of the Committee and Chief Executive
Officer of Desjardins Group
Bertrand Laferrière, President and Chief Operating Officer
of the Fédération and Vice-President of the Strategic Management
Structure Committee
Pierre Brossard, Senior Executive Vice-President of Desjardins Group
Germain Carrière, President and Chief Operating Officer
of Desjardins Securities
Jacques Dignard, Senior Vice-President, Human Resources
of Desjardins Group
L.-Daniel Gauvin, Senior Vice-President, Integrated Risk Management
of Desjardins Group
Gérard Guilbault, President and Chief Operating Officer,
Desjardins Asset Management
François Joly, President and Chief Operating Officer,
Desjardins Financial Security
Jean-Guy Langelier, President and Chief Operating Officer,
Caisse centrale Desjardins and Chief of the Treasury of Desjardins Group
Louis L. Roquet, President and Chief Operating Officer,
Desjardins Venture Capital
Monique F. Leroux, Senior Executive Vice-President and
Chief Financial Officer of Desjardins Group
Jude Martineau, President and Chief Operating Officer,
Desjardins General Insurance Group
Marcel Pepin, Senior Vice-President, Strategic Planning and
Canadian Business Development of Desjardins Group

With a view to adopting a Group-wide coordination perspective, this
committee combines the following committees: Asset/Liability, Integrated
Risk Management, Information Technology, Real Estate and Image.
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RECORD OF ATTENDANCE OF THE BOARD MEMBERS OF THE FÉDÉRATION   

IC SPC*** APPCC
Name BD EC COC AIC RMC HRC CAR CGC IC DGRC DGRC DGRC DGRC CORE

Baril, Jacques 26/26 13/13 4/4 3/3 5/5 11/13 3/3 9/11

Blais, Thomas 24/26 8/8 5/5 8/8

Bureau, Jean-Guy 26/26 5/5 22/22 11/11

Charbonneau, Louise 24/26 8/11

D’Amours, Alban 26/26 22/22 8/8 6/6

Dumas, Alain 24/26 9/9 9/9

Gagné, André 26/26 21/22 6/6 10/10

Gagné, Raymond 23/26 7/8 7/8 3/3 6/9

Grenon, Pierre* 20/20 4/4 4/4 13/13

Lachapelle, André 26/26 21/22 8/8 5/6 1/1 2/2 11/11

Lafontaine, Daniel 25/26 9/11

Lafortune, Andrée 24/26 22/22 7/8 11/11

Lapierre, Madeleine 6/6 8/9 2/2 2/2 1/1 1/1 1/1 3/3

Lauzon, Marcel 25/26 22/22 10/10

Lavoie, Olivier 24/26 9/9 9/10

Leblanc, Pierre 25/26 22/22 6/6 2/3 5/5 11/13 2/3 2/2 9/9

Mercier, Daniel 25/26 5/6 3/3 2/5 2/2 11/11

Mondy, Jacqueline 6/6 7/7 3/4

Paré, Denis 26/26 13/13 8/8 3/3 3/3 5/5 13/13 3/3 11/11

Roy, Michel* 17/20 5/5 9/9

Samson, Clément 25/26 9/9 12/12

Sarrazin, Richard 23/23 19/20 10/11

Tardif, Pierre 26/26 21/22 7/8 8/8 3/3 11/11

Turcotte, Benoît 26/26 4/4 14/14 12/12

Grant, Norman** 26/26 9/9 9/9

St-Pierre Babin, Sylvie** 26/26 9/9 4/4 12/12

* Replaced Madeleine Lapierre and Jacqueline Mondy in April 2005. 
** Managing Director. 
***Ad hoc committee on Strategic planning. 

Note:
For the Board of Directors, 26 attendance allowance payments were made. The meetings actually consisted of 11 two-day meetings. The policy allows for $1,000 per day. 
The other 4 meetings were conference calls.

For the Executive Committee, of the 22 meetings that were held, 8 were conference calls. The policy therefore allows for attendance allowance payments of $200.

For the Audit and Inspection Commission, there were 22 attendance allowance payments. The Commission held 5 two-day meetings and 12 one-day meetings. The Commission
oversees the activities of the Fédération, DVC, CCD, Capital Desjardins, and Desjardins Trust. It also gives advisory opinions to the boards of the various Investment Funds and
to the board of the Financial Services Firm.
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RECORD OF ATTENDANCE OF MEMBERS OF THE
BOARD OF ETHICS AND PROFESSIONAL CONDUCT
OF THE FÉDÉRATION 

Name Number of meetings

Béchard, Éric 16/17
Bourgeois, Isabelle 17/17
Cardinal, Marcel 17/17
Douvry, Josyane 14/14
Dumais, Nathalie 2/3
Lee-Gosselin, Hélène 17/17
Méthot, Marc 16/17
Sarrazin, Claire 12/17
St-Aubin, Jacques 14/17

The absences of the directors were due to professional duties or to
the illness of relatives. In addition, when they are absent, the chairs
of Councils of Representatives are replaced by the vice-chairs in the
capacity of Managing Directors, thus assuring a continuous presence
in the region.

MEMBERS OF THE COUNCILS OF REPRESENTATIVES
Considering that 255 people are involved, the Board of Directors
has chosen to show the rate of attendance at the 17 Councils
of Representatives:

The rates of attendance for all the Councils of Representatives
were as follows:

Rate of Number of
2005 attendance % meetings

Ontario 89 8
Bas-Saint-Laurent–Gaspésie–

Îles-de-la-Madeleine 87 9
Kamouraska–Chaudière-Appalaches 94 9
Québec-Est 87 10
Québec-Ouest–Rive-Sud 87 12
Saguenay–Lac-Saint-Jean–Charlevoix

–Côte-Nord 87 10
Centre-du-Québec 87 11
Mauricie 90 9
Estrie 87 11
Richelieu-Yamaska 95 13
Lanaudière 81 11
Rive-Sud de Montréal 90 11
Laval-Laurentides 87 10
Ouest de Montréal 84 11
Est de Montréal 84 11
Abitibi-Témiscamingue–Nord**

et Ouest du Québec* 83 12** 12*
Group caisses 91 11
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DESJARDINS, THE
LARGEST COOPERATIVE
FINANCIAL GROUP
IN CANADA
• Assets of $118.1 billion

• Some 5.5 million members, over 350,000 business
members, close to 40,000 dedicated employees, 
and over 7,000 highly committed elected officers

• 1,489 points of service in Québec and Ontario:
568 caisses and 921 service centres

• 113 points of service in Manitoba and New Brunswick:
40 affiliated caisses and 73 service centres

• 53 Business Centres in Québec and 3 in Ontario

• 32 Desjardins Credit Union points of service in Ontario

• Approximately 20 companies offering our entire line
of financial services, with many of them active in several
Canadian provinces

• 3 service centres of the Desjardins Bank in Florida and
Desjardins Commercial Lending throughout
the United States

• A state-of-the-art virtual network on automated
teller machines and the Internet



Fondation Desjardins fulfills its mission to uphold education by distributing academic bursaries and grants for creativity and research
for young people, as well as prizes to support entrepreneurship and job creation. The private foundation that awards the most university
academic bursaries in Québec, since its creation in 1970 Fondation Desjardins has presented more than 7,700 prizes and bursaries,
totalling some $9 million.

www.desjardins.com    1 800 CAISSES

Caisse member, community involved student
and Fondation Desjardins bursary winner

Like some 12,000 other people in her community, Valérie Michaud is a member of the Caisse populaire
Desjardins l'Anse de La Pocatière.

To help her complete her doctorate in administration at UQAM, Ms. Michaud received a $15,000 research
grant from Fondation Desjardins in 2005, as part of the Girardin-Vaillancourt program in the Environment
and Society category. She is studying the management and governance of Québec solidarity cooperatives
in the environmental and agricultural sectors. 

Ms. Michaud is also very concerned by socio-environmental issues. She is co-founder of AlterUQAM,
a multidisciplinary research student collective that participated in the World Social Forum 2005 in Porto
Alegre, Brazil. She has also been an active volunteer member of Équiterre since 2000, not to mention her
past involvement in Environment Canada's Youth Round Table on the Environment, the Coopecerroazul
fair trade coffee cooperative in Costa Rica, and Vichama, a dynamic artistic collective.


