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NOTE TO THE READER

Capital Desjardins inc. (Capital Desjardins) is a wholly owned subsidiary of the Fédération des caisses Desjardins du Québec (the Federation), and is
responsible for issuing securities on capital markets and investing the proceeds thereof in subordinated notes issued by the Desjardins caisses of Quebec.

The Management’s Discussion and Analysis (MD&A), dated February 24, 2017, presents the analysis of the results of and main changes to the balance
sheet of Capital Desjardins for the year ended December 31, 2016, in comparison to previous years. Capital Desjardins reports financial information in
compliance with Regulation 52-109 respecting Certification of Disclosure in Issuers’ Annual and Interim Filings issued by the Canadian Securities
Administrators (CSA). Information on Capital Desjardins’s controls and procedures is presented in the “Additional information” section of this MD&A.

This MD&A should be read in conjunction with the Financial Statements, including the Notes thereto, as at December 31, 2016.

Additional information on Capital Desjardins is available on the website of the System for Electronic Document Analysis and Retrieval (SEDAR) at
www.sedar.com. More information is also available on Desjardins Group’s website at www.desjardins.com/ca/about-us/investor-relations. None of the
information presented on these sites is incorporated by reference into this MD&A.

CAUTION CONCERNING FORWARD-LOOKING STATEMENTS

Capital Desjardins’s public communications often include oral or written forward-looking statements. Such forward-looking statements are contained in this
MD&A and may be incorporated in other filings with Canadian regulators or in any other communications. Forward-looking statements in this MD&A
include, but are not limited to, comments about Capital Desjardins’s objectives regarding financial performance, priorities, operations, the review of
economic conditions and markets, as well as the outlook for the Canadian, U.S., European and other international economies. These forward-looking
statements include those appearing under section 1.0, “Changes in the economy”, section 2.0, “Review of financial results”, section 3.0, “Balance sheet
review” and section 5.0, “Additional information” of this MD&A. Such statements are typically identified by words or phrases such as “believe”, “expect”,
“anticipate”, “intend”, “estimate”, “plan”, and “may”; words and expressions of similar import; and future and conditional verbs.

By their very nature, such statements involve assumptions, inherent risks and uncertainties, both general and specific. It is therefore possible that, due to
many factors, these predictions, forecasts or other forward-looking statements as well as Capital Desjardins’s objectives and priorities may not materialize
or may prove to be inaccurate and that actual results differ materially. Capital Desjardins cautions readers against placing undue reliance on these
forward-looking statements since actual results, conditions, actions and future events could differ significantly from the explicit or implicit targets,
expectations, estimates or intents in the forward-looking statements.

A number of factors, many of which are beyond Capital Desjardins’s control and which impact Capital Desjardins would have difficulty predicting, could
influence the accuracy of the forward-looking statements in this MD&A. These factors include those discussed in section 4.0 “Risk management,” such as
credit, market, liquidity and operational risk. Additional factors include legal and regulatory environment risk, including legislative or regulatory
developments in Quebec, Canada or globally, such as changes in fiscal and monetary policies, reporting guidance and liquidity regulatory guidance,
capital guidelines, or interpretations thereof.

Additional factors that may affect the accuracy of the forward-looking statements contained in this report also include factors related to foreign exchange
rates; changes in standards, laws and regulations; and the accounting policies used by Capital Desjardins; the ability to recruit and retain key
management personnel, including senior management; and credit ratings.

It is important to note that the above list of factors that could influence future results is not exhaustive. Other factors could have an adverse effect on
Capital Desjardins’s results. Additional information about these and other factors is found in section 4.0, “Risk management” of this MD&A. Although
Capital Desjardins believes that the expectations expressed in these forward-looking statements are reasonable, it cannot guarantee that these
expectations will prove to be correct. Capital Desjardins cautions readers against placing undue reliance on forward-looking statements when making
decisions. Readers who rely on these statements must carefully consider these risk factors and other uncertainties and potential events.

Any forward-looking statements contained in this report represent the views of management only as at the date hereof, and are presented for the purpose
of assisting readers in understanding and interpreting Capital Desjardins’s balance sheets as at the dates indicated or its results for the periods then
ended, as well as its strategic priorities and objectives. These statements may not be appropriate for other purposes. Capital Desjardins does not
undertake to update any written or verbal forward-looking statements that could be made from time to time by or on behalf of Capital Desjardins, except as
required under applicable securities legislation.

SIGNIFICANT EVENTS

Changes in senior management at Desjardins Group

On March 19, 2016, an electoral college comprised of Desjardins caisse officers from all regions of Quebec and Ontario elected Guy Cormier as President
and Chief Executive Officer of Desjardins Group and as Chairman of the Board of Directors and Chief Executive Officer of Capital Desjardins for a first
four-year term of office beginning on April 9, 2016. He succeeded Monique F. Leroux, who had held this position since March 29, 2008. In the second
quarter of 2016, the Board of Directors approved the formation of a new Management Committee. Denis Berthiaume was appointed Senior Executive
Vice-President and Chief Operating Officer, Desjardins Group, with the mandate of supervising Desjardins Group’s overall operations. In addition,
Réal Bellemare was appointed Executive Vice-President Finance, Treasury and Administration, Desjardins Group, and succeeded Daniel Dupuis as Chief
Financial Officer on August 13, 2016. Rounding out the new Management Committee are Éric Lachaîne, Senior Vice-President Caisse Network and
Member and Client Services; André Chatelain, Senior Vice-President Personal Services and Desjardins Group Marketing; Marie-Claude Boisvert, Senior
Vice-President Business Services; Denis Dubois, Senior Vice-President Property and Casualty Insurance; Marie-Huguette Cormier, Senior Vice-President
Human Resources and Communications; Francine Champoux, Senior Vice-President Risk Management; and Chadi Habib, Senior Vice-President
Information Technology. On October 21, 2016, Gregory Chrispin was appointed Senior Vice-President Wealth Management and Life and Health
Insurance.
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New management committee at Capital Desjardins

A new management committee was established on January 1, 2017. This committee consists of Réal Bellemare, General Manager, Alain Leprohon, CFO,
Renaud Coulombe, General Counsel, Jacques Descôteaux, Chief Treasurer and Sylvain Perreault, Chief Compliance Officer.

BASIS OF PRESENTATION OF FINANCIAL INFORMATION

The Financial Statements have been prepared by Capital Desjardins’s management in accordance with the International Financial Reporting Standards
(IFRS) issued by the International Accounting Standards Board (IASB) and the accounting requirements of the Autorité des marchés financiers (AMF) in
Quebec, which do not differ from IFRS. The accounting policies used did not differ from those used in 2015. For further information about the accounting
policies applied, see the Financial Statements.

This MD&A was prepared in accordance with the regulations in force on continuous disclosure obligations issued by the CSA. Unless otherwise indicated,
all amounts are presented in Canadian dollars ($) and are primarily from Capital Desjardins’s Financial Statements.

REGULATORY ENVIRONMENT

Regulatory environment

Capital Desjardins’s activities are governed by the Business Corporations Act (Quebec) and An Act respecting financial service cooperatives. A bill to
amend the Act respecting financial services cooperatives and other laws affecting the legislative framework applicable to Capital Desjardins’s operations
should be issued in 2017 and should enter into force in 2017 as well. The AMF is the main government agency that oversees and monitors deposit-taking
institutions (other than banks) that conduct business in Quebec and are governed by a Quebec law, including Capital Desjardins. Capital Desjardins
manages financial reporting in compliance with the AMF's Regulation 52-109 respecting Certification of Disclosure in Issuers’ Annual and Interim Filings
presented in the annual and interim documents of AMF issuers.

Changes in the regulatory environment

This section presents items related to changes in the regulatory environment that apply to Desjardins Group as a whole, including Capital Desjardins.

Desjardins Group closely monitors changes in regulation as they relate to financial products and services, as well as new developments in fraud,
corruption, tax evasion, protection of personal information, money laundering and terrorist financing in order to mitigate any negative impact on its
operations, and aims to comply with best practices in this regard.

On December 5, 2013, the Quebec Minister of Finance and the Economy tabled his “Report on the application of An Act respecting financial service
cooperatives” in the National Assembly. This report contains proposals that will serve as criteria for amendments to the current legislative framework
aimed at adapting it to the changing realities of financial services cooperatives as well as the requirements of the new international standards imposed on
financial institutions. Pursuant to this report, an omnibus bill expected in 2017 will propose a reform of all the laws applying to financial services, including
legislative changes to the Act respecting financial services cooperatives and the Deposit Insurance Act. Among other things, this bill will provide for
settlement and resolution mechanisms in the event of non-compliance with new international standards imposed on financial institutions, a strengthening
of the supervision and intervention duties of the Federation and the Fonds de sécurité Desjardins, and measures intended to facilitate capitalization and
risk management within Desjardins Group. Furthermore, the bill will provide for the creation of a new, modernized Act respecting insurance that will
introduce, among other things, a framework for selling insurance over the Internet and a new definition of the AMF’s intervention powers. This bill is
currently expected to come into force in 2017. Desjardins Group continues to closely monitor developments with respect to this bill.

The Act to amend the Supplemental Pension Plans Act mainly with respect to the funding of defined benefit pension plans came into force on
January 1, 2016. The changes to the funding rules are intended to promote the sustainability of private pension plans by ensuring funding that must
include an explicit stabilization provision determined according to the plan’s investment policy. Funding on a solvency basis is no longer required. On
April 6, 2016, the Quebec government issued a draft regulation under the Act that outlines the rules for determining the stabilization provision. This
provision will be based on two variables, i.e. the percentage of assets allocated to variable-income securities, and the ratio between the duration of plan
assets and the duration of plan liabilities. A second draft regulation under the Act was issued on July 20, 2016. It outlines various measures for the funding
of pension plans and special conditions regarding variable benefits. Desjardins Group continues to monitor developments in these draft regulations and
any other draft regulation that may be issued with respect to this law and that could have an impact on its operations.

The Capital Adequacy Requirements (CAR) Guideline of the OSFI applicable to Canadian financial institutions includes requirements for Non-Viability
Contingent Capital as part of regulatory capital. Desjardins Group, under the AMF’s guideline on adequacy of capital base standards, is subject to similar
rules applicable to non-viability contingent capital in its regulatory capital. However, Desjardins Group has not issued any instrument subject to these rules
since discussions with the AMF are still underway on how Desjardins Group will apply these rules.

On June 19, 2014, to strengthen the Canadian regime to fight money laundering and terrorist financing as well as improve the effectiveness of its targeted
financial sanctions and lighten the burden of compliance on the private sector, the Parliament of Canada assented to the Economic Action Plan 2014 Act,
No. 1, which was part of the budget implementation bill. The Act includes amendments to the Proceeds of Crime (Money Laundering) and Terrorist
Financing Act and the regulations thereunder, and to the Income Tax Act. Some of these amendments came into effect in June 2016. The rest will come
into effect gradually, in particular in June 2017. In parallel with these changes, the Financial Transactions and Reports Analysis Centre of Canada
(FINTRAC) issued two new guidelines: one on methods to ascertain the identity of individual clients and another on politically exposed persons and heads
of international organizations, to come into force on June 30, 2016 and June 17, 2017, respectively. Desjardins Group is preparing to implement these
legislative amendments and is closely monitoring related developments to assess the impacts of these amendments on its operations.

On June 22, 2016, the Government of Canada passed a law introducing an internal “bail-in” regime applicable to domestic systemically important
Canadian banks. This regime is not applicable immediately to Desjardins Group because it is regulated by the AMF. Moreover, the Quebec government
has not yet publicly reacted, nor has it announced its intentions with regard to this subject.
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The Fed has implemented a number of rules and standards that affect non-U.S. financial institutions with activities in the U.S. These measures have
various impacts on Desjardins Group. The rules resulting from the Dodd-Frank Wall Street Reform and Consumer Protection Act, adopted in 2010, affect,
in particular, the implementation of provisions on swap trading, proprietary trading and ownership interests in hedge funds (the Volcker rule), as well as
those concerning Enhanced Prudential Standards and the submission of a resolution plan. On December 10, 2013, the U.S. authorities issued the final
rules implementing the Volcker Rule, which was adopted to limit speculation by financial institutions. Desjardins Group has implemented frameworks to
ensure compliance with the Volcker Rule, which took effect on July 21, 2015. The Fed has allowed an additional period up to July 21, 2017 for the coming
into force of certain requirements concerning hedge fund ownership. The Enhanced Prudential Standards, which took effect on July 1, 2016, impose
certain requirements regarding capital adequacy, the maintaining of liquidity, risk management and stress testing. Desjardins Group continues to closely
monitor developments in these future requirements to ensure compliance.

The Organisation for Economic Co-operation and Development has set up a “Standard for Automatic Exchange of Financial Information in Tax Matters”,
based on the same general principles and obligations as those of the Foreign Account Tax Compliance Act, but globally. Canada confirmed its
endorsement of the standard effective July 1, 2017, with the first exchange of information between Canada and the competent authorities scheduled for
May 1, 2018. Desjardins Group has begun work to comply with the new regulation when it takes effect, while minimizing the impact on member and client
experience.

Finally, Desjardins Group continues to monitor changes in capital and liquidity requirements under global standards developed by the Basel Committee on
Banking Supervision. To this end, in January 2015, the Committee issued a new standard related to the third pillar, which aims to enhance comparability
across financial institutions, transparency and disclosure with regard to regulatory capital adequacy and risk exposure. In June 2016, the AMF filed for
consultation purposes an update of its guideline on the adequacy of capital base standards, which includes provisions with respect to the third pillar.
Desjardins Group has begun work to ensure compliance with these new requirements that will take effect on December 31, 2018.

1.0 CHANGES IN THE ECONOMY
CHANGES IN THE CANADIAN DOLLAR VS. THE U.S. DOLLAR
(Canadian dollars/U.S. dollars)

CHANGES IN THE PRIME RATE
(as a percentage)

CHANGES IN THE UNEMPLOYMENT RATE
(as a percentage)

CHANGES IN GDP
(as a percentage)
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ECONOMIC ENVIRONMENT IN 2016

The global economy grew at a modest pace in 2016. Growth has been estimated at only 2.9%, less than the 3.3% recorded for 2015. The slowdown was
seen in certain advanced economies as well as in the emerging countries. Despite considerable concern in the markets, the vote in Britain to withdraw the
United Kingdom from the European Union (Brexit) had minimal impact on growth in 2016. British economic indicators performed better than expected in
the summer and the fall. Growth in the eurozone remained relatively sluggish, with real GDP expanding by an estimated 1.7% in 2016 following a 1.9%
gain in 2015. Among the emerging countries, economic growth in China continued to slow at the beginning of the year, a situation that had the financial
markets on edge in winter 2016, but real GDP growth then stabilized. Russia and Brazil began 2016 in recession, but their situations improved during the
year, in part due to rising commodity prices.

Despite the bad news, 2016 will have been a good year for the financial markets. Following a wave of concern at the beginning of the year, stock
exchanges quickly showed a strong bullish trend. This growth benefited from strong measures of support implemented by the central banks as well as
rising commodity prices. The victory of the Brexit option in the United Kingdom and the election of Donald Trump as President of the United States did not
dampen the upward momentum in markets; in fact, they had just the opposite effect. In Canada, the Toronto Stock Exchange performed particularly well,
climbing 17.5% in 2016. Although bond yields generally fell in the first quarters of 2016, a turnaround began in the second half of the year, gaining
momentum in the wake of the U.S. presidential election. The Fed raised its key interest rates by 25 basis points at the very end of 2016, while the Bank of
Canada left its rates unchanged through the year.

The first half of 2016 proved disappointing for the U.S. economy. Weak investment and lower inventories in most businesses hindered growth in real GDP,
but the situation began improving in the third quarter. Consumption continued to grow, and home sales trended upward. Beginning in the fall, investment
was supported by rising oil prices, but the upturn was modest. Despite signs of improvement in the second half of the year, the U.S. economy only grew
1.6% in 2016 compared to 2.6% in 2015. After several years of strong growth, job creation slowed, but the trend in the labour market remained good. The
results of the elections on November 8, 2016 did not cause excessive volatility on the markets. Given these circumstances, the Fed decided to raise its
key interest rates in December.

In Canada the year got off to a good start, but some disruptive events in the spring hampered economic growth. In May, forest fires in Alberta provoked a
sharp drop in oil produced by non-conventional extraction methods. Furthermore, non-energy exports were hampered by a temporary weakness in
demand from the U.S. Due to these conditions, Canadian real GDP declined in the second quarter, erasing at least part of the gain realized in the first
quarter. A gradual return to normal in oil production combined with a resumption of growth in non-energy exports allowed the Canadian economy to rally in
the third quarter. Real Canadian GDP is expected to have grown approximately 1.3% in 2016, similar to the rate posted for 2015. On the face of it, such
results may appear disappointing, but in fact they are only slightly below the Canadian economy’s growth potential, which the Bank of Canada currently
estimates at approximately 1.5%.

In Quebec, economic growth improved in 2016. Real GDP growth is estimated at 1.7%, compared to 1.2% growth recorded for 2015. This expansion was
due to consumer spending. Household confidence rose to its highest level since 2008, undoubtedly due to a solid labour market characterized by
employment gains that helped increase personal income. The federal government’s tax measures also generated greater enthusiasm in household
spending, in particular on durable goods such as new and used motor vehicles. The residential sector has shown signs of strength on the new housing
market as well as in existing home sales. Business investment remained however very low. Lastly, the expected revival of foreign trade did not materialize,
since international exports suffered from the weak U.S. economy.

ECONOMIC OUTLOOK FOR 2017

If President Trump’s program manages to stimulate economic activity and inflation over the next few quarters, the Fed can be expected to continue
gradually increasing its key interest rates. North American bond yields should continue rising in 2017 but remain relatively low in historical terms. The Bank
of Canada is in a difficult position. Stronger U.S. demand could be good for the Canadian economy, but potential Canada-US trade barriers represent a
major risk. The Canadian dollar is expected to weaken slightly. The most likely scenario is that the long-standing status quo in Canada’s monetary policy
will continue into 2018. The higher profits and lower taxes expected for U.S. households and businesses should allow North American stock markets to
continue rising in 2017, despite higher interest rates.

The global economy should grow somewhat faster in 2017. Some of the factors that have slowed growth in emerging countries, such as Brazil and Russia,
have already partially abated, although growth in the Chinese economy is expected to slow again, albeit modestly. The uncertainties surrounding Brexit
are expected to further impede growth in the British economy. Formal negotiations of Brexit with the European Union, which are expected to last two
years, have not yet begun. Global trade may change in response to the protectionist tendencies of the Trump administration. However, U.S. domestic
demand may accelerate in the near term, and this would be good for the global economy.

In the U.S., future economic growth will depend largely on the new president’s projects. The proposed cuts to income taxes and the new infrastructure
investments are expected to support growth in the near term by increasing disposable income as well as spending by the federal government. However,
the net effect of these measures is difficult to determine. Their fiscal cost, which, based on realistic assumptions, will involve an accumulation of debt and
higher deficits, may raise concerns among taxpayers and investors, effectively minimizing their positive impact. Furthermore, if the new administration and
the U.S. Congress press ahead with the proposed restrictions on immigration and hardening of trade relations, economic growth can be expected to slow.
It is nevertheless too early to know whether existing trade agreements, including NAFTA, will be repealed. The raising of U.S. key interest rates that began
in December 2015 and continued in December 2016 should gradually continue, since three 25-basis-point increases are planned for 2017.

In Canada, economic growth is expected to accelerate in 2017 due to several favourable factors. The expansion in exports should continue in response to
an expected increase in foreign demand, in particularly from the U.S. Furthermore, the Canadian dollar is expected to stay below US$0.80, which will
continue to favour Canadian exports. Stabilizing oil prices should also stem the decline in investments in the energy sector. The federal government’s
stimulus program may also drive economic growth in 2017. In addition, infrastructure expenditures should rise sharply during the year. In Alberta, the
rebuilding of homes destroyed by the forest fires in the Fort McMurray region should boost residential investment. The Canadian economy may, however,
be affected by certain measures and uncertainties in 2017. A slowdown is expected in the housing markets of British Columbia, Ontario and most of the
other provinces due to new measures taken by the federal government to restrict mortgage lending. In addition, U.S. protectionism may increase with
Mr. Trump as President, and this could affect Canadian exports to the U.S. In light of all these factors, Canadian real GDP is expected to grow 1.9%
in 2017.
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In Quebec, the outlook for 2017 is promising. The weak Canadian dollar, the accelerating growth expected in the U.S. economy and sustained growth in
Ontario should benefit foreign trade. However, much like the situation for the Canadian economy, if the election of a new U.S. president leads to greater
U.S. protectionism, as Mr. Trump said repeatedly during his campaign, this could hurt Canadian exports to the U.S. Business investment is expected to
rebound in 2017, while government investment may make a more positive contribution now that the provincial budget has been balanced. In this respect,
we note that the government of Quebec’s financial position has improved significantly. A balanced budget has been reached in fiscal 2015-2016, and
should be maintained in fiscal years 2016-2017 to 2020-2021. Furthermore, the job market has improved, leading to job creation and lower
unemployment, and this should encourage household consumption. Consequently, real GDP may grow 1.7% in 2017.

2.0 REVIEW OF FINANCIAL RESULTS
2.1 ANALYSIS OF 2016 RESULTS

TABLE 1 - FINANCIAL RESULTS
For the years ended December 31

(in thousands of dollars) 2016 2015 2014

Interest income

Subordinated notes issued by Desjardins caisses of Quebec $ 86,318 $ 128,546 $ 139,045

Cash 95 85 71

86,413 128,631 139,116

Interest expense

Senior notes 83,919 124,690 134,842

Borrowings - - 2

83,919 124,690 134,844

Net interest income 2,494 3,941 4,272

Non-interest expense

Professional fees 933 1,038 1,021

Income before income taxes 1,561 2,903 3,251

Income tax expense 421 781 875

Net income for the year $ 1,140 $ 2,122 $ 2,376

For fiscal 2016, Capital Desjardins recorded $1.1 million in net income compared to $2.1 million in 2015. Net interest income was $2.5 million, down
$1.4 million from 2015. This decline was essentially due to lower net interest income as a result of the prepayment of senior notes and the redemption of
Series H and Series F subordinated notes on November 23, 2015 and June 1, 2016. It should be recalled that net interest income arises from the spread
between the interest rate on the subordinated notes and that on the senior notes used to finance Capital Desjardins’s operating expenses.

COMPARISON OF 2015 AND 2014

Net income for fiscal 2015 was $2.1 million, compared to $2.4 million in 2014. This change was primarily due to lower net interest income as a result of the
prepayment of senior notes and the redemption of Series E and Series H subordinated notes on April 1, 2014 and November 23, 2015, respectively.

2.2 ANALYSIS OF FOURTH QUARTER RESULTS

TABLE 2 - QUARTERLY RESULTS FOR THE PREVIOUS EIGHT QUARTERS

(unaudited, in thousands of dollars) 2016 2015

Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1

Interest income $ 18,589 $ 18,588 $ 23,410 $ 25,826 $ 29,910 $ 32,905 $ 32,902 $ 32,914

Interest expense 18,050 18,047 22,739 25,083 29,011 31,898 31,893 31,888

Net interest income 539 541 671 743 899 1,007 1,009 1,026

Non-interest expense 219 117 314 283 241 241 312 244

Income before income tax expense 320 424 357 460 658 766 697 782

Income tax expense 87 115 95 124 177 206 188 210

Net income $ 233 $ 309 $ 262 $ 336 $ 481 $ 560 $ 509 $ 572

For the fourth quarter ended December 31, 2016, Capital Desjardins recorded net income of $0.2 million compared to $0.5 million for the same quarter of
2015. Net interest income also declined, to $0.5 million for the fourth quarter compared to $0.9 million for the same period of 2015. This change was
primarily due to lower financial intermediation income as a result of the prepayment of senior notes and the redemption of Series H and Series F
subordinated notes on November 23, 2015 and June 1, 2016, respectively.
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3.0 BALANCE SHEET REVIEW

3.1 TOTAL ASSETS

As at December 31, 2016, Capital Desjardins had total assets of $1.4 billion, compared to $1.9 billion as at December 31, 2015. These assets consisted
primarily of subordinated notes issued by the Desjardins caisses of Quebec.

As at December 31, 2016, the subordinated notes issued by the Desjardins caisses of Quebec were comprised of:

Series G Series J

Carrying amount $900.0 million $500.0 million

Acquisition date May 5, 2010 December 15, 2011

Maturity date May 5, 2020 December 15, 2026

Fixed annual interest rate 5.387%
May 5, 2010 to May 4, 2020

5.154%
December 15, 2011 to December 14, 2021

Fixed interest payments Biannual until May 5, 2020 Biannual until December 15, 2021

Variable annual
interest rate

N/A 90-day bankers’ acceptance
rate plus 2.8665%
December 15, 2021 to December 14, 2026

Variable interest payments N/A Quarterly
March 15, 2022 to December 15, 2026

Total or partial early redemption at the option
of Capital Desjardins to finance the early
redemption of the corresponding senior notes

Early redemption subject to prior approval from
the AMF

No early redemption before December 15, 2021

On or after December 15, 2021, early
redemption subject to prior approval from the
AMF

Interest receivable $7.5 million $1.2 million

On June 1, 2016, Capital Desjardins called all Series F subordinated notes in order to proceed with the early redemption of the Series F senior notes,
which had a carrying value of $500.0 million.
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3.2 TOTAL LIABILITIES

As at December 31, 2016, Capital Desjardins’s total liabilities stood at $1.4 billion, compared to $1.9 billion as at December 31, 2015. These liabilities
consisted mainly of senior notes.

As at December 31, 2016, Capital Desjardins’s senior notes were comprised of:

Series G Series J

Nominal value $900.0 million $500.0 million

Issuing date May 5, 2010 December 15, 2011

Maturity date May 5, 2020 December 15, 2026

Fixed annual interest rate 5.187%
May 5, 2010 to May 4, 2020

4.954%
December 15, 2011 to December 14, 2021

Fixed interest payments Biannual until May 5, 2020 Biannual until December 15, 2021

Variable annual interest rate N/A 90-day bankers’ acceptance
rate plus 2.67%
December 15, 2021 to December 14, 2026

Variable interest payments N/A Quarterly
March 15, 2022 to December 15, 2026

Early redemption Callable in whole or in part subject to prior
approval from the AMF

Not callable before December 15, 2021

On or after December 15, 2021, callable in whole
or in part subject to prior approval from the AMF

Interest payable $7.3 million $1.1 million

These senior notes are secured by a first hypothec on the corresponding subordinated notes of each of the above-mentioned series.

On June 1, 2016, Capital Desjardins called all Series F senior notes for early redemption, in the amount of $500.0 million.

4.0 RISK MANAGEMENT
4.1 RISK MANAGEMENT

The shaded areas in this section contain information about credit, market and liquidity risks in accordance with IFRS 7, “Financial Instruments:
Disclosures”. They also contain an analysis of how Capital Desjardins assesses its risks as well as a description of its risk management objectives,
policies and methods. IFRS 7 provides that risk disclosures may be included in the MD&A. Consequently, the shaded areas are an integral part of the
Financial Statements, as explained in Note 9, “Financial instrument risk management,” to the Financial Statements.

Capital Desjardins was created exclusively for the purpose of offering securities on the financial markets and investing the proceeds thereof in securities
issued by Desjardins caisses of Quebec (the caisses) to meet their liquidity and capital needs. Capital Desjardins therefore acts as an intermediary
between external investors and the caisses in order to provide the caisses with easier access to institutional capital.

The Board of Directors of Capital Desjardins is responsible for guiding, planning, coordinating and monitoring all of its operations. The Board is supported
in some of its responsibilities, specifically in the area of risk management, by its Management Committee and its Audit Committee.

Capital Desjardins is exposed to different types of risks in its normal course of operations, including credit risk, market risk, liquidity risk and operational
risk.
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CREDIT RISK

Credit risk is the risk of losses resulting from a counterparty’s failure to honour its contractual obligations, whether or not these obligations appear on the
Balance Sheet.

Capital Desjardins is exposed to credit risk primarily through the subordinated notes issued to it by the caisses. These notes represented 98.3% of assets
on the Balance Sheets as at December 31, 2016, comparable to the ratio as at December 31, 2015.

The securities issued by the caisses to Capital Desjardins are, in fact, subordinated, as to right of payment, to all the other obligations of the caisses.
However, this risk is considered minimal, given that Desjardins Group has implemented certain intervention mechanisms designed to help caisses in
financial difficulty. Moreover, the Act respecting financial services cooperatives grants the Federation all the powers necessary to cover the operating
deficits of any caisse whose general reserve is insufficient.

MARKET RISK

Market risk refers to the risk of changes in the fair value of financial instruments resulting from fluctuations in the parameters affecting this value, in
particular, interest rates, exchange rates, credit spreads and their volatility.

Capital Desjardins is exposed to market risk primarily through to its positions resulting from its intermediation operations between the caisses and
institutional investors. More specifically, Capital Desjardins is exposed to interest rate risk, which corresponds to the potential impact of interest rate
fluctuations on net interest income and on the economic value of equity.

Capital Desjardins applies sound and conservative management practices in order to achieve intermediation between lenders and the caisses with a view
to achieving the matching required to mitigate interest rate risk. To avoid any sensitivity to changing interest rates, Capital Desjardins seeks to match the
terms of the related senior notes with the terms of the subordinated notes. In addition, when debt securities are issued, Capital Desjardins sets a sufficient
profit margin to finance its operating costs by fixing an interest rate on the subordinated notes. Moreover, Capital Desjardins has no trading portfolio.

Since the cash flows resulting from Capital Desjardins’s operations are matched, the impact of interest rate changes on the economic value of capital is
negligible.

LIQUIDITY RISK

Liquidity risk refers to Capital Desjardins’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 Sheets.

Capital Desjardins carefully manages liquidity risk by matching maturities between senior notes and subordinated notes. Capital Desjardins can also
require the caisses to pay, in whole or in part, the subordinated notes in order to redeem senior notes in advance.

Furthermore, Capital Desjardins ensures that the contractual maturities of senior notes and subordinated notes are staggered in order to avoid an
excessive concentration of these maturities on specific dates. Such concentration could lead to a liquidity risk when there is turbulence in financial
markets.

FUNDING SOURCES

The borrowing programs of Capital Desjardins, which are established by prospectus, matured in previous years and were not renewed. Depending on
changes in the regulatory environment, Capital Desjardins may at some time in the future launch issues of securities on capital markets in Canada, the
U.S. and Europe.

As part of one of its borrowing programs, on June 1, 2016 Capital Desjardins called all Series F senior notes for early redemption, in the amount of
$500.0 million.

BASEL III

Capital Desjardins’s senior notes fully qualified, for Desjardins Group, as Tier 2 regulatory capital until December 31, 2012. On January 1, 2013, the AMF
adopted the provisions stipulated by the Basel Committee with respect to requirements to ensure that losses are absorbed at the point of non-viability.
Consequently, since January 1, 2013, these notes no longer fully qualify as Tier 2 regulatory capital since they do not satisfy the requirements for non-
viability contingent capital.

As a result, Capital Desjardins’s senior notes are being gradually eliminated from Desjardins Group’s capital at a rate of 10% per year over a nine-year
period that began on January 1, 2013 under the transitional measures set out in the AMF guideline.

Since discussions are continuing at the international level concerning the rules on the eligibility of certain sources of capital, the AMF may make changes
to its guideline. Work has begun to assess the impact of the proposed changes on Desjardins Group’s capital management.
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CREDIT RATINGS OF SECURITIES ISSUED

The credit ratings of Capital Desjardins affect its ability to access sources of funding on capital markets, as well as the conditions of such funding, and also
help to enhance Desjardins Group’s credibility and reputation among institutional investors and counterparties.

Rating agencies assign credit ratings and related outlooks based on their own proprietary methodology, which includes a number of analytical criteria such
as capitalization and the quality of assets, but also factors that are not under Desjardins Group’s control. The rating agencies evaluate Desjardins Group
primarily on a combined basis, because the credit ratings of Capital Desjardins are backed by Desjardins Group’s financial strength. The agencies
recognize its capitalization, the stability of its operating surplus earnings, its significant market shares in Quebec and the quality of its assets. It should be
noted that rating agencies also assign credit ratings to the Federation.

During 2016, Moody’s, Standard & Poor’s (S&P), DBRS and Fitch all confirmed the credit ratings and related outlooks of the securities issued by Capital
Desjardins. These credit ratings and related ratings outlooks were unchanged.

S&P’s and Moody’s ratings outlooks for Capital Desjardins were “stable”, while the outlook from DBRS remained “negative”, like those of the Federation
and the six major Canadian banks. DBRS justified its decision to assign a negative outlook to the ratings of Capital Desjardins, the Federation and the six
major Canadian banks due to uncertainty over continued government support to systemically important financial institutions related to the “bail-in” regime
proposed by the Canadian government.

Capital Desjardins thus continues to have credit ratings that are among the best of the major Canadian and international banking institutions.

CREDIT RATINGS OF SECURITIES ISSUED

DBRS STANDARD &
POOR’S

MOODY’S FITCH

Medium- and long-term, senior AA (low) A A2 A+

CONTRACTUAL OBLIGATIONS

Contractual obligations are commitments with respect to minimum future payments and impact the liquidity needs of Capital Desjardins. Such contractual
obligations are recognized in the Balance Sheets or are off-balance sheet.

The following table presents financial liabilities by remaining contractual term to maturity. The amounts presented include principal and interest, if any.

TABLE 3 – CONTRACTUAL MATURITIES
As at December 31, 2016

Payable on Less than 1 to 5 Over

(in thousands of dollars) demand 1 year years 5 years Total

Financial liabilities

Senior notes $ - $ 79,816 $ 1,608,298 $ 97,377 $ 1,785,491

Other accrued liabilities - 128 - - 128

As at December 31, 2015(1)

Payable on Less than 1 to 5 Over

(in thousands of dollars) demand 1 year years 5 years Total

Financial liabilities

Senior notes $ - $ 108,660 $ 1,258,009 $ 1,132,627 $ 2,499,296

Other accrued liabilities - 124 - - 124
(1)

The data for 2015 have been reclassified to reflect the current year’s presentation.

OPERATIONAL RISK

Operational risk is the risk of inadequacy or failure attributable to processes, people, internal systems or external events and resulting in losses, failure to
achieve objectives or a negative impact on reputation.

Operational risk is inherent to all business activities as well as internal and outsourced activities. It may lead to losses mainly resulting from theft, fraud,
damage to tangible assets, non-compliance with legislation or regulations, systems failures, unauthorized access to computer systems (cybercrime), or
problems or errors in process management. Although this risk cannot be entirely eliminated, measures are in place at Desjardins Group, including Capital
Desjardins, to maintain it at an acceptable level.
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OPERATIONAL RISK MANAGEMENT FRAMEWORK

The operational risk management framework serves to identify, measure, mitigate and monitor this risk and is used to intervene and ensure accountability
for operational risk in accordance with the appetite and tolerance for risk and controls adopted by the Board of Directors. It is supported by guidelines
setting out operational risk management foundations.

This framework is reviewed annually to ensure that it is adequate and relevant in terms of Desjardins Group’s risk profile and changes in industry
practices.

In keeping with the global trend, Desjardins Group considers technology risk to be a major operational risk. To better respond to it, a specific management
framework has been put in place based on industry best practices and coordinated with the operational risk management framework.

LEGAL AND REGULATORY ENVIRONMENT RISK

Legal and regulatory environment risk is risk arising from noncompliance by Desjardins Group, including Capital Desjardins, with laws, regulations,
standards and practices in effect wherever Desjardins Group operates, as well as its various internal codes of conduct, and its contractual commitments,
which could lead in particular to financial losses, penalties, harm to its reputation, legal recourse or increased monitoring by the regulatory authorities.

Legal and regulatory environment risk entails, inter alia, effectively preventing and handling possible disputes and claims that may lead in particular to
judgments or decisions by a court of law or regulatory agency that could result in financial penalties or sanctions. Legal decisions as well as current and
future legislative activity could increase Capital Desjardins’s exposure to new sorts of litigation. Furthermore, certain legal proceedings against Desjardins
Group may be very complex and address legal theories that are new or that have never been verified. The outcome of such proceedings may be difficult to
predict or estimate until the proceedings are in an advanced stage, which may take several years. Class action or multi-party lawsuits may present an
additional risk of decisions awarding substantial pecuniary, non-pecuniary or exemplary damages. The plaintiffs filing a class action or other lawsuit
sometimes make claims for very substantial amounts, and it is impossible to determine Capital Desjardins’s liability, if any, for a considerable period of
time. Legal liability or a significant regulatory measure could have a negative impact on Capital Desjardins’s current operations, operating results and
financial position, in addition to tarnishing its reputation. Even if Capital Desjardins prevails before the courts or was no longer subject to the measures
imposed by regulatory bodies, these situations could damage its reputation and have a negative impact on its financial position, particularly due to the
costs associated with these procedures and its corporate image.

The financial services industry is one of the most strictly regulated and monitored sectors. In recent years, the regulations governing the industry have
expanded significantly in response to numerous socio-economic phenomena such as the development of new, increasingly complex financial products,
the continuing volatility in the securities industry, financial fraud, the fight against money laundering and terrorist financing and the fight against tax
evasion, to mention but a few. In addition to federal (Canada and the U.S.) and provincial government requirements, the regulatory environment also
includes organizations such as the AMF, the Canadian Securities Administrators, and the Financial Transactions and Reports Analysis Centre of Canada.
Complying with major statutory and regulatory provisions, such as those for the protection of personal information and in the Foreign Account Tax
Compliance Act, the Standard for Automatic Exchange of Financial Information in Tax Matters, the Dodd-Frank Wall Street and Consumer Protection Act
or the Basel accords, requires Capital Desjardins to make significant investments of technical, financial and human resources and also affects the way
Capital Desjardins manages its current operations and implements its business strategies.

As an independent supervisory function, the Office of the Chief Compliance Officer of Desjardins Group promotes a pro-active compliance culture by fully
integrating it into the organization’s current operations. The Office is responsible for developing, updating and maintaining the compliance management
framework, which is based on identifying and monitoring regulatory obligations and the functional units subject to them. Regulatory developments and their
impact on operations are therefore monitored and evaluated on an ongoing basis by the compliance function in cooperation with the Office of the Chief
Legal Officer, and strategies are implemented as required to mitigate them. The compliance function provides support to managers in charge of business
segments and support functions so that they can effectively manage their risks, by developing an appropriate framework and documentation, acting in an
advisory capacity, setting up training programs and conducting periodic inspections of operations. The Desjardins Group’s monitoring office provides
independent evaluations of the effectiveness of the compliance management framework. Lastly, Capital Desjardins has set up a formal reporting process
related to compliance for its senior management and various decision-making bodies. In addition, to maintain its reputation for integrity as well as the
confidence of its members and clients, the market and the general public, Desjardins Group has developed a code of ethics and professional conduct that
applies to all its officers and employees as well as all its components, including Capital Desjardins. This overall management of compliance provides
reasonable assurance that Capital Desjardins’s operations are carried out in compliance with applicable regulations. Despite all these efforts, Capital
Desjardins may not be able to predict the exact impact of regulatory developments and appropriately implement strategies to respond. It could then
sustain an adverse impact on its financial performance, its operations and its reputation. For further information, refer to the “Regulatory environment”
section of this MD&A.

4.2 OTHER RISK FACTORS THAT COULD IMPACT FUTURE RESULTS

As indicated in the caution concerning forward-looking statements, general or specific risks and uncertainties may cause Capital Desjardins’s actual
results to differ from those in these statements. Some of these risk factors are presented below.

Foreign exchange rates

Exchange rate fluctuations in the Canadian dollar, the U.S. dollar and other foreign currencies may affect Capital Desjardins’s financial position and its
future profit or loss.
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Critical accounting estimates and accounting policies

The financial statements have been prepared in accordance with IFRS. The conventions and accounting policies used by Capital Desjardins determine
how it reports its financial position and results of operations, and may require management to make estimates or rely on assumptions about matters that
are inherently uncertain. It may be difficult to predict the changes that the IASB will make from time to time to these standards, which govern the
preparation of financial statements. Such changes may have a significant impact on the recognition and presentation of Capital Desjardins’s financial
position and its results of operations.

Ability to recruit and retain key management personnel, including senior management

Capital Desjardins’s future performance depends partly on its ability to recruit and retain key management personnel, including senior management, and
there is fierce competition to retain the best people in the financial services industry. Capital Desjardins has all the leverage necessary to be able to
continue to recruit and retain key management personnel, including its senior management.

Credit ratings

The credit ratings assigned to Capital Desjardins by rating agencies are instrumental to its access to sources of wholesale funding and the cost of such
funding. There is no guarantee that the credit ratings and related outlooks assigned by these agencies to the various securities of Capital Desjardins will
be maintained. Furthermore, a downgrade to any ratings could raise Capital Desjardins’s cost of funding and reduce its access to capital markets.

Other factors

Capital Desjardins cautions the reader that factors other than the foregoing could affect future results. Investors and other stakeholders relying on forward-
looking statements to make decisions with respect to Capital Desjardins should carefully consider these factors as well as other uncertainties, potential
events, and industry factors or other items specific to Capital Desjardins that could adversely impact its future results.

5.0 ADDITIONAL INFORMATION
5.1 CONTROLS AND PROCEDURES

Capital Desjardins complies with certain requirements of the regulations prescribed by the Canadian Securities Administrators (CSA) respecting
continuous disclosure obligations, oversight of external auditors, certification of financial disclosures, and audit committees.

During 2016, Capital Desjardins carried out work so that it could provide certification as at December 31, 2016 of the design and effectiveness of its
disclosure controls and procedures, as well as of its internal control over financial reporting.

DISCLOSURE CONTROLS AND PROCEDURES

In accordance with the CSA guidance in National Instrument 52-109, the Chair of the Board of Directors, and CEO as well as the Senior Vice-President
and Chief Financial Officer of Capital Desjardins (Chief Financial Officer) designed or caused to be designed, disclosure controls and procedures, which
are supported in particular by a process for periodic certification of financial disclosures in annual and interim filings. All information collected as part of the
financial governance process is reviewed on a quarterly and annual basis by the members of the Desjardins Group Disclosure Committee and Capital
Desjardins’s audit commission, who play a lead role in the oversight and assessment of the adequacy of disclosure controls and procedures.

As at December 31, 2016, Capital Desjardins’s management assessed the design and effectiveness of its disclosure controls and procedures. Based on
the results of this assessment, the Chair of the Board of Directors, and CEO as well as the Chief Financial Officer concluded that disclosure controls and
procedures were adequately designed and effective. These controls are designed to provide reasonable assurance that the information disclosed in
annual and interim filings and in other reports filed or submitted under securities legislation is recorded, processed, summarized and reported within the
time periods specified by that legislation. These controls and procedures are also designed to ensure that such information is accumulated and
communicated to Capital Desjardins’s management, including its signing officers, as appropriate, to allow timely decisions regarding disclosure.

INTERNAL CONTROL OVER FINANCIAL REPORTING

The management of Capital Desjardins caused an adequate process of internal control over financial reporting to be designed and has maintained it. This
process is designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with IFRS.

The design and effectiveness of the internal control over financial reporting process were assessed in accordance with the COSO’s control framework
(2013) for financial controls and in accordance with the Control Objectives for Information and Related Technologies framework for IT general controls.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect all misstatements on a timely basis. Management’s
assessment of the controls provides only reasonable, not absolute, assurance that all the problems related to control which could give rise to material
misstatements have been detected.
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The assessment of the design and effectiveness of controls and financial reporting procedures as well as internal control over financial reporting was
performed by the management of Capital Desjardins under the supervision of the Chair of the Board of Directors, and CEO as well as the Chief Financial
Officer. Based on the results of this assessment, these senior officers concluded that as at December 31, 2016, internal control over financing reporting
was adequately designed and effective, and did not contain any material weakness. These procedures provide reasonable assurance that the financial
reporting of Capital Desjardins is reliable and its financial statements have been prepared for external purposes in accordance with IFRS.

CHANGE IN INTERNAL CONTROL OVER FINANCIAL REPORTING

During the year ended December 31, 2016, Capital Desjardins did not make any changes to its internal control over financial reporting that had materially
affected, or may materially affect, its operations.

5.2 RELATED PARTY DISCLOSURES

In the normal course of business, Capital Desjardins carries out transactions with Desjardins Group entities. All these transactions were entered into under
normal market terms and conditions. Capital Desjardins does not carry out financial transactions with its management personnel.

Note 11, “Related party disclosures”, to the Financial Statements provides more information on this subject.

5.3 CRITICAL ACCOUNTING POLICIES AND ESTIMATES

A description of the accounting policies used by Capital Desjardins is essential to understanding the Financial Statements as at December 31, 2016. The
significant accounting policies are described in Note 2, “Basis of presentation and significant accounting policies”, to the Financial Statements. Some of
these policies are of particular importance in presenting the financial position and operating results of Capital Desjardins because they require
management to make judgments as well as estimates and assumptions that may affect the reported amounts of some assets, liabilities, income and
expenses, as well as related information. The significant accounting policies that required management to make difficult, subjective or complex judgments,
often involving uncertainties, are discussed below.

DETERMINATION OF THE FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of a financial instrument is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date.

The fair value measurement of financial instruments is determined using three levels of the fair value hierarchy, reflecting the importance of the inputs
used for the measurements. Level 1 denotes measurement based on quoted prices (unadjusted) in active markets for identical assets or liabilities, while
level 2 designates valuation techniques based primarily on observable market data. Level 3 concerns valuation techniques not based primarily on
observable market data.

There is little subjectivity in the determination of the fair value of financial instruments obtained from quoted prices on active markets. This fair value is
based on the quoted price within the bid-ask spread that is most representative of fair value in the circumstances.

If there are no quoted prices on active markets, fair value is determined using models that maximize the use of observable inputs and minimize the use of
unobservable inputs. In such cases, fair value estimates are established using valuation techniques such as cash flow discounting, comparisons with
similar financial instruments, option pricing models and other techniques commonly used by market participants, if these techniques have been
demonstrated to provide reliable estimates. Valuation techniques rely on assumptions concerning the amount and timing of estimated future cash flows
and discount rates that are mainly based on observable data, such as interest rate yield curves, exchange rates, credit curves and volatility factors. When
one or several material inputs are not observable on the market, fair value is determined mainly based on internal inputs and estimates that take into
account the characteristics specific to the financial instrument and any factor relevant to the measurement. For complex financial instruments, significant
judgment is made in determining the valuation technique to be used and in selecting inputs and adjustments associated with this technique. Due to the
need to use estimates and make judgments when applying many valuation techniques, fair value estimates for identical or similar assets may differ
between entities. Fair value reflects market conditions on a given date and may not be representative of future fair values. It should not be considered as
being realizable in the event of immediate settlement of these instruments.

Subordinated notes

The fair value of subordinated notes is determined by discounting future cash flows using rates Capital Desjardins could obtain at period-end for securities
with similar terms and maturities.

Senior notes

The fair value of senior notes is based on brokers’ quotes.

IMPAIRMENT OF FINANCIAL ASSETS

At the reporting date, Capital Desjardins determines if there is any objective evidence that a financial asset or a group of financial assets is impaired.
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INCOME TAXES

The income tax expense recorded on the Statement of Comprehensive Income comprises the current tax expense and the deferred tax expense.

Total income tax expense is based on the expected tax treatment of transactions. To determine the current and deferred portions of this expense,
management must make judgments to establish assumptions concerning the dates on which deferred income tax assets and liabilities will be reversed.
Significant judgment must be used to interpret the relevant tax legislation in order to determine the income tax expense. If Capital Desjardins arrives at a
different interpretation than taxation authorities or if the reversal dates do not correspond to the forecasted dates, the provision for income taxes may
increase or decrease in subsequent years.

Note 8, “Income taxes”, to the Financial Statements provides additional information on income taxes.

5.4 FUTURE ACCOUNTING CHANGES

The accounting standard discussed below was issued by the IASB and will affect Capital Desjardins. It was not yet effective as at December 31, 2016.
Regulatory authorities have stated that early adoption of this standard will not be permitted, unless they indicate otherwise.

IFRS 9, “Financial Instruments”

In July 2014, the IASB issued the complete and final version of IFRS 9, “Financial Instruments”, which will replace IAS 39, “Financial Instruments:
Recognition and Measurement”. IFRS 9 includes the requirements for the classification and measurement of financial assets and liabilities and the
impairment of financial assets as well as the general requirements for hedge accounting.

Capital Desjardins will have to adopt retrospectively IFRS 9 as at January 1, 2018. However, the restatement of comparative periods is not mandatory, as
the standard includes an exemption under which comparative periods may be presented using the previous accounting framework in certain conditions. In
such case, any adjustment resulting from the application of IFRS 9 will be recognized in the opening Combined Balance Sheet. Capital Desjardins decided
not to restate comparative periods upon adopting the provisions of IFRS 9. Consequently, the retrospective impact of applying IFRS 9 will be recognized in
the Combined Balance Sheet as at January 1, 2018, which is the effective date of the new standard on financial instruments.

Capital Desjardins continues to assess the impact of adopting IFRS 9 and pursues its implementation efforts.

Following is a summary of the new IFRS 9 concepts.

Classification and measurement

IFRS 9 sets out a new classification and measurement model for financial assets to determine whether a financial asset should be classified as measured
at amortized cost, at fair value through profit or loss or at fair value through other comprehensive income. This model is based on the contractual cash flow
characteristics of the financial asset and the business model under which the financial asset is held.

The classification of debt instruments giving rise to cash flows that are solely payments of principal and interest will be determined, at initial recognition,
based on the business model for managing these financial assets:
 Financial assets held within a business model whose objective is to collect contractual cash flows will be classified as measured at amortized cost.
 Financial assets held within a business model whose objective is achieved by both collecting contractual cash flows and selling financial assets will be

classified as measured at fair value through other comprehensive income.
 Financial assets managed either for trading purposes or on a fair value basis will be classified as measured at fair value through profit or loss.

In all cases, if a debt instrument does not meet the criteria of the contractual cash flow test performed to determine whether cash flows are solely
payments of principal and interest, the financial asset will be classified as measured at fair value through profit or loss.

Lastly, Capital Desjardins may make, at initial recognition, an irrevocable election to classify a debt instrument as measured at fair value through profit or
loss if such designation eliminates or significantly reduces a measurement or recognition inconsistency for the financial asset and if regulatory
requirements are met.

Equity instruments will be classified as measured at fair value through profit or loss unless, at initial recognition, an irrevocable election is made, on an
instrument-by-instrument basis, to classify them as measured at fair value through other comprehensive income. If such election is made, gains and
losses will be recognized in other comprehensive income with no subsequent reclassification to profit or loss. Derivative financial instruments will continue
to be recognized at fair value through profit or loss.

For the classification and measurement of financial liabilities, the new standard essentially carries forward the current requirements of IAS 39, without any
significant difference, except for financial liabilities designated as measured at fair value, for which the change in fair value related to a change in the
issuing entity’s own credit risk will have to be recognized in other comprehensive income.

Capital Desjardins is currently in the process of completing the analysis of its business models and the tests on the cash flow characteristics of its financial
assets. The measurement basis for certain financial assets, namely amortized cost or fair value, as well as the recognition of unrealized gains and losses
resulting from changes in fair value might be modified once the ongoing analysis is complete.
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Impairment

IFRS 9 introduces a new single financial asset impairment model requiring the recognition of expected credit losses instead of incurred losses, as the
current impairment model requires. Under the current standard, loss allowances are recognized solely when there is objective evidence of impairment
(identified on an individual or collective basis), which is when a loss event occurred after initial recognition, but before the reporting date, and this has an
impact of the estimated cash flows from the financial asset. Under IFRS 9, credit losses will be recognized before a loss event occurs. The impairment
model under IFRS 9 is therefore more forward-looking in nature than the current impairment model. Under IFRS 9, assessing changes in credit risk since
initial recognition and estimating expected credit losses must take into account the relevant information available at the reporting date, including
information about past events and current conditions, as well as reasonable and supportable forward-looking information about economic conditions and
future events. In addition, loss allowances for expected credit losses will reflect an unbiased amount, based on a probability-weighted present value of
cash flow shortfalls.

The impairment model applies to all financial assets as well as loan commitments and financial guarantee contracts, except financial instruments
measured or designated as at fair value through profit or loss and those designated as at fair value through other comprehensive income. The general
expected credit loss impairment model comprises three different stages: (1) for financial instruments that have not had a significant increase in credit risk
since initial recognition and are not considered as impaired financial assets, a loss allowance amounting to 12-month expected credit losses is recognized;
(2) for financial instruments that have had a significant increase in credit risk since initial recognition but are not considered as impaired financial assets, a
loss allowance amounting to the lifetime expected credit losses is recognized; and (3) for financial assets considered as impaired, a loss allowance
amounting to the lifetime expected credit losses continues to be recognized.

Hedge accounting

IFRS 9 sets out a new hedge accounting model to align hedge accounting more closely with risk management activities. However, the standard permits
the continued application of the hedge accounting requirements of IAS 39 instead of adopting the provisions of IFRS 9.

Capital Desjardins has decided to continue to apply the hedge accounting requirements of IAS 39. However, the new disclosure requirements resulting
from amendments to IFRS 7, “Financial Instruments: Disclosures”, will have to be applied.

6.0 CORPORATE GOVERNANCE DISCLOSURE
AND THE AUDIT COMMITTEE

As a venture issuer that is not required to file an annual information form, Capital Desjardins must provide in its annual MD&A the information on
governance required by Regulation 58-101 respecting Disclosure of Corporate Governance Practices, issued by the AMF, as well as the information on its
audit committee required by Regulation 52-110 respecting Audit Committees, issued by the AMF.

6.1 CORPORATE GOVERNANCE DISCLOSURE

Capital Desjardins has a governance program that is harmonized with Desjardins Group’s governance program. The information on governance appearing
in Desjardins Group’s Annual Report is incorporated by reference into this MD&A.

6.2 AUDIT COMMITTEE DISCLOSURE

AUDIT COMMITTEE’S CHARTER

The rules of the audit committee are an integral part of the Audit Committee’s Charter presented in section 7.0 of this MD&A.

COMPOSITION OF THE AUDIT COMMITTEE

The members of the Audit Committee are Serges Chamberland, Jacques Baril, Stéphane Corbeil, Luc Forand and Benoît Turcotte. Each member of the
Audit Committee is independent and has the financial literacy required under Regulation 52-110 respecting Audit Committees.
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RELEVANT EDUCATION AND EXPERIENCE

The members of the Audit Committee have the education and experience required to assume their responsibilities in the Audit Committee. More
specifically, their experience is as follows:

• Serges Chamberland has an MBA. He serves on the Board of Directors of the Caisse Desjardins d’Arvida-Kénogami. He also serves on the Boards
of Directors of the Federation, Capital Desjardins and Desjardins Trust Inc. and chairs the Audit and Inspection Commission and the audit committees
of these entities. Serges Chamberland also serves on the Board of Directors of the Fonds de sécurité Desjardins and is an observer on the Risk
Management Commission of the Federation, as well as the Risk Management Committee of Desjardins Trust Inc.

• Jacques Baril has studied the management of organizations at university and is Chair of the Board of Directors of the Caisse populaire Desjardins de
Pointe-aux-Trembles. He serves on the Boards of Directors of the Federation, Capital Desjardins and Desjardins Trust Inc. and is a member of the
Audit and Inspection Commission and the audit and inspection committees of these entities. Jacques Baril also serves on the Board of Directors of the
Fonds de sécurité Desjardins.

• Stéphane Corbeil has an MBA in portfolio management and treasury management and a BAA in financial analysis and accounting. He chairs the
Board of Directors of the Caisse Desjardins du Nord de Laval. Stéphane Corbeil also serves on the Boards of Directors of the Federation, Capital
Desjardins and Desjardins Trust Inc. and is a member of the Audit and Inspection Commissions and the audit commissions of these entities. He is
also a member of the Board of Directors of Fonds de sécurité Desjardins.

• Luc Forand has a Bachelor of Computer Science. He is the Chair of the Board of Directors of the Caisse Desjardins de Saint-Césaire. Luc Forand
serves on the Boards of Directors of the Federation, Capital Desjardins and Desjardins Trust Inc. and is a member of the Audit and Inspection
Commission and the audit committees of these entities. He also serves on the Board of Directors of the Fonds de sécurité Desjardins.

• Benoît Turcotte is a businessman. He is Chair of the Board of Directors of the Caisse Desjardins de l’Est de l’Abitibi. He serves on the Boards of
Directors of the Federation, Capital Desjardins and Desjardins Trust Inc. Benoît Turcotte is a member of the Audit and Inspection Commission and the
audit committees of these entities. He is Chair of the Board of Directors of Fonds de sécurité Desjardins. Benoît Turcotte also serves on Desjardins
Group’s Retirement Committee and Investment Committee.

Members also have access to orientation and ongoing training processes.

PRE-APPROVAL POLICIES AND PROCEDURES

The Board of Directors of the Federation has adopted a policy on contracts awarded by Desjardins Group components, including Capital Desjardins, for
non-audit services. Under this policy, the Federation’s Audit and Inspection Commission has a legal responsibility for pre-approving non-audit services
provided by Desjardins Group’s external auditors, whether they are provided to it as a whole or to one of its components. The objective is to eliminate
threats to the external auditor’s independence or bring them to an acceptable level, thereby avoiding situations that could impair or be perceived to impair
the external auditor’s judgment and objectivity.

EXTERNAL AUDITOR SERVICE FEES (BY CATEGORY)

AUDIT FEES

2016 $15,000
2015 $15,000

These fees include annual audit and quarterly review engagement services.

AUDIT-RELATED FEES

2016 $20,300
2015 $20,444

These fees are for work performed in the translation of financial reports.

TAX FEES

No fees were invoiced in this category in 2016 and 2015.

ALL OTHER FEES

No fees were invoiced in this category in 2016 and 2015.
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7.0 AUDIT COMMITTEE CHARTER
7.1 THE MANDATE
The Board of Directors (the “Board”), within the scope of its monitoring, control and reporting responsibilities, delegates responsibility for monitoring the
financial reporting process to the Audit Committee (the "Committee").

To this end, the Committee:
 Reviews the interim and annual financial statements and the management discussion and analysis reports
 Reviews press releases, as applicable, and the statement of executive compensation
 Reviews financial reporting, in particular the external auditor’s report
 Oversees the internal control system
 Oversees the management of risks related to the financial reporting process
 Oversees the monitoring and external audit processes
 Oversees compliance management
 Reviews any other element entrusted to it by the Board
 Comments on the mandate of the finance team, within the scope of the Committee’s responsibilities

Moreover, the Committee ensures the independence of the independent auditor, the Chief Monitoring Officer of Desjardins Group, and the Company’s
Chief Compliance Officer.

This Charter details how the Committee operates to fulfill the mandate entrusted to it by the Board. It complies with the regulatory requirements of
Regulation 52-110 for a reporting issuer. Capital Desjardins inc., which is a venture reporting issuer, elected not to use the exemption for venture issuers.
Where Regulation 52-110 provides no guidance, the rules pursuant to the Business Corporations Act (Quebec), or the Group’s Policy on the Composition
of Commissions and Committees have been cited.

7.2. OPERATING PRINCIPLES

The Committee assumes its responsibilities guided by the following principles:

7.2.1 VALUES

The Committee expects management to act in accordance with the Desjardins Group Code of Ethics and Professional Conduct, the legislation and
regulations that apply to Capital Desjardins inc., and the principles of sound governance, and adopt a rigorous approach to compliance, financial
disclosure and oversight.

7.2.2 COMMUNICATIONS

Through the Committee’s Chair, members expect to have direct access and open communication with management, employees of the Federation
assigned to the activities of Capital Desjardins inc., the independent auditor, the Vice-President and Chief Financial Officer of Capital Desjardins inc., the
Chief Monitoring Officer of Desjardins Group, and the Company’s Chief Compliance Officer.

7.2.3 FINANCIAL LITERACY

Committee members are financially literate within the meaning of Regulation 52-110 respecting Audit Committees, and in particular, they are able to read
and understand a set of financial statements that present a breadth and level of complexity of accounting issues that are generally comparable to the
breadth and complexity of the issues that can reasonably be expected to be raised by reading the financial statements of Capital Desjardins inc.

7.2.4 FINDINGS AND INFORMATION NEEDS

The Committee communicates its concerns to senior management, the independent auditor, and the Chief Monitoring Officer of Desjardins Group,
according to the responsibilities of each.

7.2.5 EXTERNAL RESOURCES

In addition to any assistance it may receive from the independent auditor and the Desjardins Group Monitoring Office in performing its duties, the
Committee may engage external resources with specialized expertise at the expense of Capital Desjardins inc.
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7.2.6 REPORTS TO THE BOARD

After each meeting, the Chair of the Committee submits a written report at the next Board meeting.

7.2.7 COMMITTEE SELF-ASSESSMENT

The Committee annually reviews and discusses its performance, and reviews its role, responsibilities, and the performance of its members through self-
assessments performed by the members.

7.2.8 INDEPENDENT AUDITOR

The independent auditor is accountable to the Board through the Committee, and reports any significant or potentially significant event to the Committee.
He can convene a Committee meeting and must be advised of all Committee meetings.

7.2.9 MONITORING OFFICE OF THE DESJARDINS GROUP MONITORING OFFICE (DGMO)

The Committee expects the DGMO to provide assurance as to the degree of control over operations by delivering an independent assessment of the
design and effectiveness of governance and risk management processes and internal controls.

7.2.10 RISK MANAGEMENT

Under its financial reporting oversight responsibilities, the Committee monitors financial risks and the related internal controls, consistently with the work of
the Federation’s Risk Management Commission.

7.2.11 COMPLIANCE

The Committee expects the Company’s Chief Compliance Officer to provide assurance as to the degree of control over regulatory compliance and to
express an opinion on the application and adequacy of compliance management mechanisms.

7.2.12 REGULATORS

The Committee meets whenever necessary and reports on its activities to regulators, including the Autorité des marchés financiers (AMF).

7.3.OPERATIONS

The Committee operates as follows:

7.3.1 COMPOSITION

 The Committee is composed of five members appointed by the Board, including the Chair. All Committee members must be independent, in
accordance with Regulation 52-110. They must be free from any relationship or interest that might interfere with the exercise of their independent
judgment.

 The Chair of the Committee is designated in accordance with Desjardins Group’s Policy on the Composition of Commissions and Committees.
 The term of a member’s mandate ranges from one to six years, and may be extended by one or two years in certain exceptional circumstances.

However, to ensure continuity, it is preferable that all members not be replaced in the same year.
 The Committee’s secretary is a person who is appointed by the Committee but is not a member of the Committee.
 The head of oversight at Desjardins Group and the Vice-President and Chief Financial Officer of Capital Desjardins inc. jointly assume the role of

functional leadership of the Committee.

7.3.2 CORE MEMBER QUALIFICATIONS

These mainly include:
 Financial literacy, which can be acquired within a reasonable timeframe following the member’s appointment
 Business experience, relevant specialized qualifications, sound judgment and pragmatism
 Objectivity, integrity and independent thought
 Capacity for diligence
 Familiarity with the activities of Capital Desjardins inc. and the industry
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7.3.3 TRAINING AND DEVELOPMENT

7.3.3.1 The Committee must offer new members an information or orientation session explaining, among other things, the mandate of the
Committee, the role and responsibilities of its members, the activities of Capital Desjardins inc., its financial statements, accounting
practices and standards, financial policies, internal control requirements, financial ratios, risks, and requirements of regulators and
compliance policies.

7.3.3.2 Members are responsible for enquiring about new practices that are likely to influence the Committee’s role and responsibilities in
order to propose that the Board make any necessary changes to redefine its mandate.

7.3.3.3 Members are to receive information periodically on new accounting standards and recommendations issued by the Accounting
Standards Board and regulators and on international practices, and their repercussions on the entity if the impact is material. They are
to receive information periodically, where available, on sound practices regarding compliance policies and the internal control
environment.

7.3.4 MEETINGS: FREQUENCY, PARTICIPATION AND COMPENSATION

7.3.4.1 Statutory meetings are to be determined at the beginning of the year, in accordance with a schedule approved by the Board, and must
be held at least once every quarter. When necessary, other meetings may be added in the course of the year. For their services,
Committee members receive compensation that is set according to policy in effect for the entity.

7.3.4.2 Meeting participation

Regular attendees:
 Committee members
 The General Manager, Capital Desjardins inc.
 The Vice-President and Chief Financial Officer, Capital Desjardins inc.
 The Chief Monitoring Officer, Desjardins Group
 The independent auditor
 The person acting as secretary of the Committee

Other attendees:
 The Committee may invite any individual from Desjardins Group to attend all or part of Committee meetings, as it deems necessary

or desirable.

Quorum for any meeting is a majority of members. However, if a quorum is no longer present due to a requirement for one or several
members to leave the meeting, quorum is reduced to the number of voting members present for the duration of deliberations on that
issue.

The Committee includes, on the agenda for each meeting or on an ad hoc basis, a private discussion period with or without managers
or observers present.

7.3.4.3 The Committee carries out annual planning of its activities, including:
 Annual activity plan of the Committee
 Update of the Committee’s charter
 Review of the organization chart of Capital Desjardins inc. to assess whether any changes to the Committee’s activities are

necessary
 Confirmation of Committee members’ independence
 Assessment of Committee members’ financial literacy
 Performance assessments of the Committee and each Committee member
 Planning for member training on accounting/regulatory developments and other relevant subjects
 Setting of the annual Committee meeting schedule

7.3.4.4 The Committee records the content of each of its meetings in minutes.

7.4 DUTIES AND RESPONSIBILITIES

The Committee has the following duties and responsibilities:

7.4.1 FINANCIAL INFORMATION

The Committee reviews, and recommends that the Board approves, the interim and annual financial statements, management’s discussion and analysis
and ancillary documents. The Committee ensures the quality and integrity of the presentation and reporting of financial information in accordance with
IFRS, and the use of adequate accounting practices.
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7.4.1.1 Quarterly and annually:
 Determine whether the financial statements and management’s discussion and analysis present fairly the Company’s financial position and

its results and activities for the period
 Assess the financial statements’ quality and compliance with IFRS
 Assess whether management uses the appropriate accounting practices, applied consistently, and obtain the opinion of the independent

auditor thereon
 Verify whether accounting practices are comparable to those used in the industry or other Desjardins Group entities
 Review, with management and the independent auditor, the effects of adopting new accounting policies
 Review with management the significant decisions made in preparing the financial statements and management’s discussion and analysis.
 Obtain a letter from management certifying the reliability of the results and use of appropriate accounting practices (management

representation letter)
 Review and revise the processes regarding financial certification, the information disclosed in the management’s discussion and analysis,

and the certificate signed by the Chair of the Board of Directors and CEO, Capital Desjardins inc., and by the Vice-President and Chief
Financial Officer, Capital Desjardins inc., that are to be included in the annual and interim public filings of Capital Desjardins in compliance
with Regulation 52-109

 Pay close attention to complex or unusual transactions, particularly acquisitions, discontinued operations and related party transactions
 Review, specifically, issues requiring subjectivity, such as the assessment of assets and liabilities, provisions/reserves (including tax

provisions) or other commitments
 Review litigations and determine whether they are sufficiently provisioned
 Ensure that materiality is adhered to
 Ensure that the regulatory ratios are met and that the statement of financial position is balanced, as well as the Company’s liquidity and

funding capacity indicators
 Review the press releases of significant financial information as well as any other significant financial communications
 Review the impact on the financial statements of new regulatory or accounting measures as well as off-balance sheet structures
 Review the independent auditor’s report accompanying the annual and interim financial statements
 Meet privately on a quarterly basis with the Vice-President and Chief Financial Officer of Capital Desjardins inc.
 Recommend that the Board approve the financial statements and the MD&As

7.4.1.2 Annually, the Committee is required to:
 Review the Statement of Executive Compensation and recommend its approval to the Board
 Oversee the application and updating, as needed, of Desjardins Group’s Material Financial Disclosure Policy and recommend its approval to

the Board
 Ensure that appropriate procedures are in place for reviewing public disclosures, financial information extracted or derived from the financial

statements other than information provided for in the documents stipulated in section 7.4.1 and for periodically reviewing the suitability of
these procedures

 Review tax and tax planning issues that are important for financial statements
 Ensure that all taxes, income taxes and payroll deductions have been paid for Capital Desjardins inc.

7.4.1.3 Review prospectuses before their publication on issuance of securities and program renewals.

7.4.2 INTERNAL CONTROLS

The Committee ensures that management has designed and implemented an effective internal control system with regard to financial reporting,
safekeeping of assets, detection of fraud and compliance.

7.4.2.1 Require that management design, implement and maintain internal control procedures, including controls for preventing, identifying and
detecting fraud and evaluating their efficiency.

7.4.2.2 Review the actions of management following recommendations made by the independent auditor and the Chief Monitoring Officer of Desjardins
Group regarding internal controls.

7.4.2.3 Receive from management, the independent auditor, the Chief Monitoring Officer of Desjardins Group, the Vice-President and CFO of Capital
Desjardins inc., as well as from other units, regular reports on major control deviations or the detection of fraud, including those involving
management, and how such shortcomings have been corrected.

7.4.2.4 Obtain from management an annual evaluation of the effectiveness of its internal control system and mechanisms including the audit strategy for
outsourced services, as well as the audit results.

7.4.2.5 Review fraud detection and prevention programs and policies.

7.4.2.6 Ensure procedures are in place for the receipt, retention and handling of complaints received regarding accounting, internal accounting controls
or audit matters and that reporting is received thereon.

7.4.2.7 Ensure that procedures are in place so that employees of the Federation appointed to the activities of Capital Desjardins inc. can confidentially
and anonymously submit their concerns regarding questionable accounting or audit matters, and that reporting is received thereon.
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7.4.3 RISK MANAGEMENT

7.4.3.1 Work closely with the Federation’s Risk Management Commission to ensure that the material financial risks are adequately managed and
controlled. Discuss the measures taken to manage and present the related information.

7.4.3.2 Obtain an opinion from the independent auditor and the Chief Monitoring Officer of Desjardins Group regarding financial reporting risks.

7.4.3.3 Meet annually and as required, in the performance of the Committee’s responsibilities, with the General Counsel, the Senior Vice-President,
Information Technologies and other Desjardins Group units, as required.

7.4.3.4 Meet privately on an annual and ad hoc basis, with the General Manager of Capital Desjardins inc.

7.4.4 COMPLIANCE

Ensure that Capital Desjardins inc. has and applies a compliance management framework that provides its Chief Compliance Officer with reasonable
assurance that regulations are adhered to and regulatory risks are effectively managed.

7.4.4.1 Ensure and maintain the independence of the Company’s Chief Compliance Officer.

7.4.4.2 Examine his/her reports in connection with compliance management, anti-money laundering and anti-terrorist financing, and the effectiveness
and adequacy of the compliance framework for Capital Desjardins inc.

7.4.4.3 Ensure that he/she has sufficient resources to appropriately discharge his/her responsibilities in respect of Capital Desjardins inc.

7.4.4.4 Examine the reports of the DGMO on compliance management and on the application and effectiveness of compliance management
mechanisms. Ensure that appropriate follow-up is carried out.

7.4.4.5 Receive the annual report of the Company’s Chief Compliance Officer.

7.4.4.6 Meet privately, on an annual or ad hoc basis, with the Company’s Chief Compliance Officer.

7.4.5 REGULATORS

7.4.5.1 Examine the relevant correspondence on requests or investigations concerning internal controls and all other relevant reports from the
supervisory agencies regarding Capital Desjardins inc. and falling under the Committee’s purview and ensure follow-up.

7.4.5.2 Examine reports for submission to the regulators that are considered relevant and that fall under the Committee’s purview and ensure that their
requirements are met.

7.4.6 EXTERNAL AUDIT

The independent auditor is directly accountable to the Committee. The Committee is directly responsible for monitoring the work of the independent
auditor engaged to prepare or deliver the annual audit and interim review reports and provide other audit, review and certification services. The Committee
must evaluate and oversee the independence and effectiveness of the independent auditor.

In order to meet its responsibilities in this respect, the Committee must:

7.4.6.1 Ensure and maintain the independence of the independent auditor by:

7.4.6.1.1 Recommending, to the Board, his/her appointment and reappointment under Desjardins Group’s institutional policy regarding the
external auditors.

7.4.6.1.2 Establishing and recommending to the Board his/her compensation.

7.4.6.1.3 Giving pre-approvals for all non-audit services provided to Capital Desjardins inc. in accordance with Desjardins Group’s institutional
policy regarding the independent auditors.

7.4.6.1.4 Recommending policies to the Board and adopting specific procedures for retaining services unrelated to audits.

7.4.6.1.5 Ensuring that management complies with the current procurement policy or rules for granting service contracts to the independent
auditor.

7.4.6.1.6 Receiving, each quarter, a detailed list of new mandates granted by the entity.

7.4.6.1.7 Having direct communication access.

7.4.6.1.8 Reviewing the hiring policies in connection with the independent auditor’s former or current partners and employees, whether this is
the former or current auditor, as described in Desjardins Group’s institutional policy regarding the external auditors, and
recommending their approval to the Board.

7.4.6.1.9 Overseeing the rotation of the engagement, concurring and other audit partners.

7.4.6.1.10 Reviewing the internal policies and procedures followed by the auditor to maintain his/her independence and by engaging him/her in
discussions of such policies and procedures.

7.4.6.1.11 Obtaining confirmation of the auditor’s independence on an annual basis along with indications of all the connections that the
independent auditor and his/her firm have, in carrying out related activities, with Capital Desjardins inc. and its related parties and
that, based on his/her professional judgment, may reasonably be expected to influence his/her independence.
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7.4.6.2 Approve the scope of the annual audit plan and proposed approach.

7.4.6.3 Review materiality annually based on audit risks.

7.4.6.4 Examine the auditor’s post-audit report and comment on such items as audit highlights, summary of audit differences (corrected or not), quality
of the accounting principles applied and work on fraud.

7.4.6.5 Examine and ensure follow-up on the recommendation letter or any other report addressed to management.

7.4.6.6 Question the coordination and use of its work with that carried out by the Chief Monitoring Officer of Desjardins Group.

7.4.6.7 Once each year, discuss with the independent auditor their internal quality control procedures and the summary of their Canadian Public
Accountability Board (CPAB) inspection results.

7.4.6.8 Discuss the recognition and presentation of certain transactions, estimates, decisions and assumptions made by management.

7.4.6.9 Resolve disputes between management and the independent auditor in connection with financial reporting, as applicable.

7.4.6.10 Meet privately with the independent auditor on a quarterly basis.

7.4.7 MONITORING BY THE DGMO

The Chief Monitoring Officer of Desjardins Group receives his or her mandate from the Acti for monitoring the caisse network, Desjardins Group’s Audit
and Inspection Commission (AIC) and the audit committees/commissions for monitoring the subsidiaries. The Monitoring function’s responsibilities are
defined by the AIC and the subsidiaries’ audit committees/commissions in connection with their respective oversight roles.

The AIC and the subsidiaries’ audit committees/commissions contribute to the performance assessment of the Monitoring function.

The AIC approves the appointment of the Chief Monitoring Officer of Desjardins Group. The chairs of the subsidiaries’ audit committees/commissions are
stakeholders in the decision to appoint the Chief Monitoring Officer of Desjardins Group.

To this end, the Committee is required to:

7.4.7.1 Ensure that the Chief Monitoring Officer of Desjardins Group is independent and that this independence is maintained.

7.4.7.2 Give due consideration to the strategies used to develop the DGMO’s annual monitoring plan.

7.4.7.3 Ensure that the DGMO’s annual monitoring plan focuses on the risks of the organization.

7.4.7.4 Approve the DGMO’s annual monitoring plan and any subsequent amendments made thereto.

7.4.7.5 Ensure that the annual internal audit plan is executed and receive, on a quarterly basis, an adequate account of the audit work performed.

7.4.7.6 Follow up on previous recommendations, findings and measures taken by management.

7.4.7.7 Ensure that the Chief Monitoring Officer of Desjardins Group:
 Discloses to it any significant outsourcing arrangements with external providers subject to the requirements of Desjardins Group’s policy on

operational risk management and the related oversight.
 Certifies that it has ensured that agreements entered into by the DGMO with external providers comply with the following controls:

- Desjardins Group’s policy on operational risk management and the related oversight;
- Oversight processes for contracts with the DGMO’s external providers.

7.4.7.8 Coordinate its work with the independent auditor.

7.4.7.9 Resolve any disputes between management and the Chief Monitoring Officer of Desjardins Group and review any difficulties identified during its
work, while ensuring that it has the resources required and sufficient access to information to properly discharge its responsibilities.

7.4.7.10 Meet privately with the Chief Monitoring Officer of Desjardins Group on a quarterly basis.

7.4.8 FINANCE TEAM

To this end, the Committee may:

7.4.8.1 Where deemed necessary, address commentaries to the General Manager of Capital Desjardins inc. concerning execution of the mandate of
the Vice-President and Chief Financial Officer of Capital Desjardins inc. within the scope of the Committee’s responsibilities.

i
An Act respecting financial services cooperatives (R.S.Q., chapter C-67.3)


