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Measures affecting
Desjardins Products

Measures affecting Individuals

inister of Finance Ralph Goodale tabled his 2005-2006 budget this afternoon. The budget includes only a few real
measures in the short term. There is added help for persons with disabilities and small personal income tax cuts from
2006 to 2009. As well, there is a decrease in corporate tax but it will only be effective in 2008.

Highlights

Measures affecting Businesses

* Increase in the RRSP limits
» Foreign property in RRSPs
» Slight easing of federal LIFs

» Depositinsurance converage limit

Measures affecting
Desjardins - Corporate

» Elimination of the surtax in 2008
« Tax cuts for corporate income tax
e Income trusts and pension funds

« Employmentinsurance premium
rates

* Gradual increases of basic personal
amounts

« Adoption expense tax credits

* Increases in the guaranteed income
supplements

» Medical expenses paid foradependent
relative

e Tax measures for persons with
disabilities

* Dividends paid in shares for
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MEASURES AFFECTING DESJARDINS PRODUCTS

Increase in the RRSP limits

The RRSP limits set at $18,000 for 2006 were already
expected to be indexed to inflation for the following years.

The budget proposesto increase the limitby $1,000 per year
effective in 2007, which will bring it to $22,000 in 2010.

Effective in 2011, the limit of $22,000 will be indexed to
inflation.

Similar measures are also planned for registered pension
plans and DPSPs.

Foreign property in RRSPs

Since 2001, the foreign property limitin RRSPs was 30% on
penalty of one per cent per month for any excess amounts.

The budget proposes to eliminate this limit by 2005. This
measure affects both RRSPs and pension funds (retirement
funds).

Slight easing of federal LIFs

Currently, the conditions of afederal LIF require holdersto use
the balance to purchase annuities on reaching age 80. The
budget proposes to eliminate this requirement.

Deposit insurance converage limit

Tohelpensure the continued relevance of the depositinsurance
system for Canadians and as part of its commitment to
consumer protection, the governmentisincreasing the deposit
insurance coverage limitfrom $60,000 for insurable deposits
t0 $100,000.

However, the caisses Desjardins and trust companies in
Québec are governed by the Régie de I'assurance-dépbts du
Québec. Accordingly, they will have to wait for the Québec
budgetto seeifthe provincial government will harmonize this
measure.

MEASURES AFFECTING DESJARDINS - CORPORATE

Elimination of the surtax in 2008

The budget proposes to eliminate the 1.12% surtax on
corporate income tax for the taxation year ending after
December 31, 2007, with proration for taxation years that
include that date.

Tax cuts for corporate income tax

The budget also proposes that the general corporate tax rate
be cut to 20.5% effective January 1, 2008, to 20% effective
January 1, 2009, and to 19% effective January 2010, with
proration for taxation years that include those dates.

These cuts will not apply to income eligible to the small
business income deduction and the additional deduction for
credit unions.

Currents Proposed rates
rates 2008 2009 2010

Reducedrate 13.12 12 12 12
Basic rate 22.12 20.5 20 19

Income trusts and pension funds

In the 2004 budget, the government identified a risk to tax
revenue posed by business income trusts, when the investor
is tax-exempt. As a result, this budget proposed to limit the
level of pension fund investment in such income trusts. In
response to the concern expressed by stakeholders, the
governmentdecided to suspend the implementation of these
measures and to engage in further consultation.

In this budget, the Department of Finance announces that it
willrelease a consultation paper on the tax issues related with
business income trusts and other flow-through entities,
namely limited partnerships.

Employment insurance premium rates

The government is committed to limit the premium rate to
employment insurance at 1.95% for the next two years.

In addition, in order to provide premium rate stability, the
government commits to ensuring that the rate for the next two
yearswill be limitedto 0.15. This measure provides protection
againstlarge and sudden increases of premium rates during
economic slowdown periods.
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MEASURES AFFECTING INDIVIDUALS

Gradual increases of basic personal amounts

The basic personal amount ($8,012 in 2004 and $8,148 in
2005) that taxpayers may claim in their tax return will be
increased gradually as follows :

+ $100in 2006

+ $100in 2007

» $400in 2008

+ $600in 2009

These amounts will be in addition to the annual indexation.
The basic personal amount for 2009 will total atleast $10,000.

A similar measure will apply to the amount for a spouse, which
will increase by 85% of the previous amounts. By 2009, the
amount for a spouse will be at least $8,500.

Adoption expense tax credits

The budget proposestointroduce a 16-per-centnon-refundable
creditfor eligible adoption expenses for the adoption of a child
under the age of 18 years. The eligible expense amount for
this tax credit is limited to $10,000.

This credit will apply for the 2005 and susequent taxation
years. The two adoptive parents will be able to split the credit,
but they could claim it only for the taxation year in which an
adoption is finalized.

Increases in the guaranteed income supplements

Effective in 2007, the maximum GIS benefits will be increased
by $36 for single seniors and $58 for couples.

Medical expenses paid for a dependent relative

The current tax system provides a non refundable tax credit
to offset part of the medical expenses paid by a taxpayer for
adependentrelative, whenthese expenses exceed the lesser
of the following amounts : 3% of the dependent relative’s net
income and $1,844. However, the maximum eligible amount
is set at $5,000.

The budget proposes to increase the maximum amount to
$10,000 effective in 2005.

Tax measures for persons with disabilities

Effective in 2005, the budget proposes the following measures
for persons with disabilities :

» clarifying other parts of the disability tax credit (DTC)
eligibility criteria, including the provisions dealing with
impairments in mental function;

» extending eligibility for the DTC to individuals who face
multiple restrictions thattogether is equivalent to having a
single marked restriction in one basic activity of daily
living;

» amendingthe DTCto ensure that more individuals requiring
extensive life-sustaining therapy on an ongoing basis are
eligible, the activities that constitute life-sustaining therapy
being made clearer;

» broadening the list of health practitioners who can certify
eligibility for the DTC;

» expanding the list of expenses eligible for the disability
supports deduction;

* increasingthe maximum amountofthe refundable medical
expense supplement to $750 from $571;

* increasing the maximum annual child disability benefit, as
a supplementary benefit under the Canada child tax
benefit, to $2,000 from $1,681 per child beginning in July
2005;

» when the beneficiary of a registered education savings
plan (RESP) is eligible to a DTC:

- the maximum period during which one can contribute
premiums extendsto 25 years fromfrom 21 years; and

- thelifetime limit of individual RESPs is extended to 30
years from 25 years.
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MEASURES AFFECTING BUSINESSES

Dividends paid in shares for agricultural cooperatives

Agricultural cooperatives can pay dividends to their members
in cash or shares; these dividends are subject to a tax
deduction at source.

The budget proposes that the eligible members of eligible
agricultural cooperatives be able to defer the inclusion in
income of patronage dividends they receive as an eligible
shares until the shares are disposed of.

To be eligible, shares must be issued after 2005 and before
2016 and must not generally be redeemable or retractable
within five years of their issue.

GST refund for charities and non-profit organizations

Charities and government-funded non-profit organizations
canrecover 50% of GST paid. Hospitals can claim 83% of the
GST they pay.

Totake into account that charities and non-profit organizations
now provide many hospital services, the refund rate for such
organizationsthat provide health care serviceswillbeincreased
to 83%.






