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INVESTMENTS FOR SUSTAINABLE

ECONOMIC DEVELOPMENT

APPROXIMATELY $209 MILLION

INVESTED IN QUEBEC COMPANIES

Capital régional et coopératif Desjardins made significant
investments in 2004, committing a total of $116.9 million in
70 companies and cooperatives. Also, the Company consid-
erably increased its investments in resource regions and
cooperatives: commitments totalling $54.9 million were made
in seven (7) cooperatives and 26 companies in resource regions,
compared with $8.0 million as at December 31, 2003.

BROADER OFFER

One of the year’s highlights was the introduction of a new
product, mezzanine financing, which combines the features
of equity and debt financing. Profitable companies with acqui-
sition or expansion plans can use mezzanine financing to
obtain additional resources without adversely impacting their
financial ratios. Thanks to this product and its favourable
repayment conditions, Capital régional et coopératif Desjardins
is able to establish genuine partnerships with entrepreneurs.
Its introduction is part of the Company’s continuous efforts to
support entrepreneurs and their projects, and to respond to
their needs adequately, regardless of the industry in question.

Other innovative financial arrangements showcased in 2004
enabled management buyouts, particularly in resource regions,
as well as the creation of worker-owned cooperatives.

ENHANCED PRESENCE IN RESOURCE
REGIONS AND COOPERATIVES
Transactions concluded during the year include:

1 A $6.3 million investment in Saguenay-based Groupe
Canmec, disbursed at the end of the year as part of a
financing totalling more than $20 million. With this
capital injection, a group of managers acquired three (3)
subsidiaries of Groupe Comact’s industrial division,
retaining know-how in Québec and bringing the
company’s ownership back to the region.

An $8.2 million investment in Louiseville Specialty
Products. These funds were used to finalize the
acquisition of the assets of Matériaux Cascades and
Convermat, two (2) divisions of Cascades Canada Inc.
The company specializes in the manufacture of

wood fibre panels and related products for

the construction industry.

A $1.2 million investment in Coopérative Trans-Groupe
of Sainte-Claire, in the Beauce region, enabling

ten (10) truckers specialized in milk transportation to
join forces and create an organization for serving dairy

farms in the Nouvelle-Beauce and Bellechasse regions.

STRATEGIC PARTNERSHIPS

Capital régional et coopératif Desjardins invested $10 million
in the MSBi Investment Fund, which specializes in early-stage
and start-up companies that market technologies developed
in various Québec universities. MSBi will use the proceeds to
broaden its portfolio and to increase its existing interests in
portfolio companies.

The Company also participated in one of Canada’s largest
financing rounds, totalling $22.0 million, in the biotech-
nology sector, authorizing an investment of $5.8 million
in Topigen Pharmaceuticals Inc., specialized in treating
respiratory diseases.

INVESTMENT TEAM GOES FROM

STRENGTH TO STRENGTH

Capital régional et coopératif Desjardins has entrusted the
management of its operations and its investment and liquid
portfolios to Desjardins Venture Capital, one of the largest
venture capital fund managers in Québec. Desjardins Venture
Capital has more than 30 years experience in the industry and
benefits from the expertise of a complementary team.

In 2004, following hiring and restructuring, teams were
strengthened, mainly in the regions, and the complementary
nature of regional and sector expertise was enhanced, thereby
optimizing synergy. Regional teams, who have wide expertise
in traditional and industrial sectors, work closely with sector
teams specialized in information technology, telecommunica-
tions and health and biotechnology.

VITAL PRESENCE IN QUEBEC REGIONS

Capital régional et coopératif Desjardins capitalizes on the
Desjardins Corporate Financial Centres to establish its vital
close links with different Québec regions. These centres pro-
vide the main access to the vast Desjardins caisse network for
Québec companies. Indeed, one of the Company’s main assets
is the network of caisses and Corporate Financial Centres,
which has made Desjardins a household name in the province.
Specialists based in regional offices are very familiar with the
specific characteristics of their respective regions and are
often instrumental in identifying investment opportunities.

The Company’s manager organized several business develop-
ment events in 2004 as part of its efforts to enhance contacts
with entrepreneurs. Such events are excellent opportunities
to keep track of developments in every region and to obtain
a better understanding of entrepreneurs’ needs. These activ-
ities enabled us to adapt our offer, and we are well on our
way to becoming the strategic partner of Québec companies
and cooperatives.



CAPITAL RAISING AND SHARE OWNERSHIP

CAPITAL RAISED IN THREE WEEKS

The Québec government reduced the subscription limit for the
2004 share issue from $150 million to $100 million, and this
amount was raised in just three (3) weeks. The Desjardins
caisse network mobilized all its resources to meet the demand,
contributing to the success of the capital-raising campaign.

In total, 9,923,523 shares were sold, with subscribers investing
$2,259 on average and the number of shareholders increasing
to 111,070 at year-end.

EASY-TO-OBTAIN INVESTMENTS

WITH ATTRACTIVE BENEFITS

Capital régional et coopératif Desjardins shares offer attrac-
tive tax benefits and are easily obtainable. The first subscrip-
tion must be at least $500, although subsequent investments
may be lower. Since shareholders are entitled to a 50% provin-
cial tax credit on their shares, the after-tax annual compound
return will exceed 9% over the mandatory holding period of
seven (7) years if the share value is maintained above $10.

Finally, the Company’s shares serve as an excellent comple-
mentary investment for those who have already made their
maximum RRSP contribution.

SHARES ARE REDEEMABLE, UNDER CERTAIN CONDITIONS

Shares may be redeemed if:

0 A written redemption request is received within 30 days
following subscription;
or
The shares have been held for a period of seven (7) years;
or
The shares were received as part of an estate settlement;
or

The shareholder is disabled and is incapable of working.

Shares may also be purchased by agreement if the shareholder:

[J  Did not benefit from the tax credit to which he or she
was entitled;
or
Emigrated from Canada permanently;
or
Is suffering from a serious illness;
or
Urgently needs cash to meet exceptional expenses
related to health problems or an accident.

In 2004, 194 cancellation requests were made within 30 days of
subscription while 468 shareholders had their shares totally or
partially redeemed for other reasons.

BOARD OF DIRECTORS

OF CAPITAL REGIONAL ET COOPERATIF DESJARDINS (AS AT DECEMBER 16, 2004)

The Company’s business is administered by a Board of Directors made up of the following persons:

BRUNO RIVERIN ®®
Chairman of the Company’s
Board of Directors

and General Manager

YVES LAVOIE ®®
Vice-Chairman of the Company’s
Board of Directors and
Corporate Director

GILBERT BEAULIEU

Secretary of the Company’s Board

of Directors, General Manager,

Caisse Desjardins de Vaudreuil-Dorion

LORRAIN BARRETTE, FCA ®
President,
Caisse Desjardins de Rouyn-Noranda

JEAN BOISVERT *
President, Solvteq inc.

EVANGELISTE BOURDAGES ©
President, Groupe Ohméga inc.

SERGES CHAMBERLAND, M.B.A. V®
Assistant General Manager,
Administrative and Financial Services,
City of Saguenay

SERGE COUSINEAU %
General Manager,

Caisse populaire Desjardins
de Drummondville

il

PIERRE GAUVREAU, FCA @
General Manager,
La Coop fédérée de Québec

LUC LABELLE, M.SC. ®
Executive Director and Secretary,
Ordre des administrateurs
agréés du Québec

DENISE VERREAULT ©
President and

Chief Executive Officer,
Groupe Maritime Verreault inc.

CAROLE VOYZELLE @*
President and General Manager,
Parc technologique du

Québec métropolitain

Member of the Audit Committee

Member of the Executive Committee and of the Purchase Exchange Committee

Member of the Conduct Review Committee

Member of the Investment Committee

* Outgoing and may be re-elected at the Annual General Meeting of the shareholders



COMMITTEE REPORTS

EXECUTIVE COMMITTEE

During fiscal 2004, the Committee held six (6) meetings. Its ac-
tivities focused on governance, including corporate governance
rules and practices, as well as investment policy updates.

AUDIT COMMITTEE

The Audit Committee is responsible for assisting the Board
of Directors discharge its oversight responsibilities. The
Committee’s mandate mainly consists of reviewing the finan-
cial statements, their presentation disclosure and the quality
of retained accounting principles, risk management related
to financial reporting, internal control systems, processes
related to internal and external audits, procedures used in
these audits and regulatory compliance management.

The Committee reviews the quarterly and interim financial
statements, as well as the annual report, on the results of
Capital régional et coopératif Desjardins, and discusses impor-
tant issues concerning accounting principles and financial
statement presentation.

The Committee ensures that its manager, Desjardins Venture
Capital, has developed and implemented an effective internal
control system with respect to financial reporting, safeguard-
ing of assets, fraud detection and regulatory compliance. It
also ensures that the manager has implemented systems for
managing the main risks that could impact the Company’s
financial results.

The Committee has direct authority over the external auditor.
As part of its responsibilities in this respect, the Committee
ensures and maintains the external auditor’s independence
by authorizing all non-audit services; by recommending the
auditor’s appointment or re-appointment; by setting and recom-
mending their compensation; and by evaluating the auditor
annually. In addition, the Committee oversees the external
auditors’ work, their proposal, their mandate, their annual audit
plan, their reports, and their management letter and com-
ments. Capital régional et coopératif Desjardins has a policy
governing the awarding of contracts for related services that
addresses: a) the services that may or may not be delivered
by the external auditor b) the governance procedure to be
followed prior to awarding contracts and c) the responsibilities
of the stakeholders.

The Committee ensures that the internal audit function’s
independence is protected. It analyzes the annual internal audit
plan for Capital régional et coopératif Desjardins, reviews the
summary reports of internal audits carried out and ensures
follow-up, if necessary. In this respect, the Committee meets
with the head of internal audit at Desjardins Group to review
all important questions submitted to management. As regards
relations with the Autorité des marchés financiers, the
Committee reviews the inspection report issued by this organi-
zation as well as the interim financial reports submitted to it.

The Committee meets privately with the external auditors,
the management and the head of internal audit at Desjardins
Group, and reports to the Board of Directors every quarter
with recommendations, as required.

The Committee, which is made up of four (4) directors, held six
(6) meetings in 2004.

INVESTMENT COMMITTEE

The Investment Committee ensures that the investment policy
is applied and complied with. During fiscal 2004, the Committee
held eight (8) meetings, at which it reviewed the liquid portfolio
management approach and the investment strategies in order
to optimize this portfolio’s returns.

The Committee also reviewed the manager’s performance as
well as the control and risk-related measures implemented to
offset operational and market risks.

Committee members benefited from four (4) presentations
concerning quarterly financial forecasts given by Desjardins
Group economists.

PURCHASE EXCHANGE COMMITTEE

The Purchase Exchange Committee’s mission is to interpret
and apply the purchase-by-agreement policy and also to make
decisions in compliance with the principle of the permanency
of the Company’s capital. During fiscal 2004, the Committee
held three (3) meetings.

CONDUCT REVIEW COMMITTEE

During the past year, the Conduct Review Committee ensured
that follow-up actions were taken with respect to the reports
issued by Desjardins Group Internal Audit and the Autorité
des marchés financiers. The Committee requested various
comparative analyses, particularly concerning the Company’s
expenses and directors’ independence, and validated the
nominations for directors’ positions. Finally, the Committee
fulfilled the mandate entrusted by the Board of Directors, to
which it submitted a report on its activities. During fiscal 2004,
the Committee held six (6] meetings.

FINANCIAL REVIEW

The objective of this Financial Review is to provide a better
understanding of the Company's operations. It should

be read in conjunction with the audited annual financial
statements and the accompanying notes. This disclosure
document contains management's analysis of forward-
looking statements. Caution should be exercised in

the interpretation of this analysis and statements since
management often makes reference to objectives and
strategies that contain risks and uncertainties.

Due to the nature of the Company, the risks and uncertainties
associated with it could cause the results to differ from those
stated in such forward-looking statements. The Company dis-
claims any intention or obligation to update or revise forward-
looking statements based on any new information or event
that may occur.

The Company was founded on July 1, 2001, on the initiative
of the Desjardins Group after its incorporating act adopted
by Québec’s National Assembly on June 21, 2001 (the "Act"],
came into force.

Vision
Capital régional et coopératif Desjardins aims to be rec-
ognized as the preferred strategic partner of businesses
by creating wealth and contributing to sustainable eco-
nomic development across Québec.

Mission

[l Contribute to Québec’s economic development and
actively take part in the growth of the resource
regions: Abitibi-Témiscamingue, Bas-Saint-
Laurent, Cdte-Nord, Gaspésie-iles-de-la-
Madeleine, Mauricie, Nord-du-Québec and
Saguenay-Lac-Saint-Jean ("resource regions").

[l Inject venture capital into companies and
cooperatives and provide expert advice to
support their start-up, growth and expansion.

LI Generate returns that will encourage shareholders
to reinvest in the Company.

To realize its vision and fulfill its mission, the Company will
follow three (3) main guidelines:

[l Proactively contribute to the economic development
of all Québec regions by meeting the criteria set
out in its incorporating act, and ensure the
Company’s long-term viability;

[l Generate returns that will encourage shareholders
to reinvest in the Company by offering companies
and cooperatives financial products that meet
their needs and by ensuring proactive portfolio
management; and

[l Optimize the business relationship with Desjardins
while capitalizing on its network and expertise to
meet the target objectives.

The Company was granted a timeframe of five (5] years,
i.e., until fiscal 2006, for the purpose of structuring and
making operational the three (3] main activities underlying
its growth: capital raising, investments impacting on the
Québec economy, and investments in securities.

1.1 Raising Capital
The Company offers its shares exclusively through the
Desjardins caisse network. As at December 31, 2004, this

distribution network consisted of 570 Desjardins caisses and
848 service centres, for a total of 1,418 sales outlets.

NET CAPITAL RAISED (IN $M)

(ANNUAL)
200
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150
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100
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50
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5.2 New Accounting Standards

In January 2004, the Canadian Institute of Chartered Accountants
(CICA) issued a guideline on investment companies (AcG-18).
This new guideline requires investment companies to record
their investments at fair value. The Company decided to apply this
standard prospectively as of the year beginning January 1, 2005.
The Company's investments in bonds should be accounted for at
fair value instead of unamortized cost. As a result of this change
in accounting policy, the carrying value of investments increased
by $1.5 million and the net assets per common share rose by
$0.03 to $10.28 as at January 1, 2005.

Section 1100 of the CICA Handbook, Generally Accepted
Accounting Principles (GAAP], which describes what constitutes
Canadian GAAP and their sources, has been revised. The Section
also provides guidance on sources to consult for matters not
dealt with explicitly in the primary sources of GAAP. The Section
significantly minimizes the relevance of industry practice as
a reference source of GAAP. The Company has accordingly
changed its method for calculating the fair value of investments
in public corporations and now uses the bid price at the market
close on the balance sheet date. This change was treated as a
change in accounting estimates and was applied prospectively.
It had no significant impact on the Company’s results.

6. 2004 REVIEW AND 2005 OUTLOOK

The Company entered the venture capital industry at a time
when business valuations were subject to downward pressure
and the role of government was uncertain.

Moreover, since interest rates are at historic lows, it may
be difficult to achieve the liquid portfolio’s current return
objectives, which aim to generate the cash needed to cover
operating expenses in the coming years. However, significant
non-recurring gains were made on sales of investments.

Although the Company aims to optimize returns generated by
its operations, maintaining the share value above the initial
issue price of $10 per share and contributing to Québec’s
economic development remain its priorities.

6.1 Review of Capital Markets in 2004

The year 2004 was highlighted by renewed job creation in the
U.S., as well as volatile and rising oil and commaodity prices. In
addition, the federal funds rate rose by 1.25% to reach 2.25% at
the end of the year, starting a moderate normalization process.
The U.S. dollar continued to weaken against a range of curren-
cies in 2004 and nothing seems able to stop this slide in 2005.
In Canada, after an accommodating start to the year, the cen-
tral bank started tightening monetary policy in June and the
overnight rate was raised to 2.50% at the end of the year.
Despite these interest rate hikes and high volatility in capital
markets, 10-year interest rates in Canada fell by more than
0.30% to end the year at U.S. levels at the start of the year.

As for stocks, 2004 was another stellar year with the Canadian
(S&P/TSX]) and U.S. (S&P 500) markets climbing 12.1% and
9.0% respectively. Companies remained profitable and earnings
grew, enabling stock markets to build on the exceptional gains
made in 2003.

Once again, the Canadian dollar strengthened against the
U.S. currency throughout the year, rising by 8% in 2004 and
bringing gains over the past two (2] years to more than 30%.
All world currencies were subject to upward pressure against
the U.S. dollar and some central banks were forced to inter-
vene in the markets to reduce the negative economic impact
of an excessively rapid currency rise.

6.2 Economic and Financial Outlook for 2005

The outlook for 2005 is as yet uncertain. Several questions
overshadowing capital markets could have a major impact on
their overall performance. What will be the net impact if the
Canadian dollar surges rapidly against its U.S. counterpart?
Will Canadian companies take this opportunity to make
investments to improve productivity? Will the loonie’s swift
rise hurt Canadian companies’ competitive positioning in the
U.S. market? Already, uncertainty over the net impact of our
dollar’s strength on the Canadian economy as well as its non-
inflationary effects appear to have prompted the Bank of
Canada to take a more measured approach to interest rate
increases than in the U.S.

Another important theme in 2005 will be the impact on the
U.S. economy of Federal Reserve interest rate hikes expected
throughout the year. Given the large budget and trade deficits
in the U.S. and the country’s heavy dependence on foreign
capital to finance these deficits, large interest rate increases
could considerably slow U.S. economic growth and impact the
real estate market. Following the real estate market boom of
the past few years, a high proportion of household wealth is
now concentrated in this market and any slowdown would rein
in U.S. economic growth by boosting the household savings
rate. The U.K. and Australia are already starting to feel the
effects of past interest rate increases on their respective real
estate markets.

On the international stage, the most important issue in 2005
remains the Chinese yuan’s possible revaluation, which should
make it easier to control the enormous U.S. trade deficit. In
Europe, economic growth should remain below its potential,
with real GDP growth of 1.7% in 2005. In addition to the damage
caused by the euro’s strength in 2005, Europe will also have to
deal with weak consumer spending and possible job losses
resulting from the delayed effects of a strong currency.

Despite these uncertainties, the U.S. and Canadian economies
should expand by 3.6% and 2.8% respectively. Given low infla-
tion and economic growth slightly below its long-term potential,
the central banks should restrict their interest rate increases,
which in turn should strongly limit rate increases in the long-
term bond market.

6.3 Venture Capital Industry Overview

In 2004, Québec’s venture capital industry recovered gradually
from its sharp downturn in 2003. Indeed, following a decade
of strong growth, investments fell by more than 20% in 2003.
In 2004, venture capital investments totalled $618 million,
increasing slightly compared with the previous year.

Most investments in Québec in 2004 were made in companies in
the growth stage operating in traditional industries and informa-
tion and communication technologies (ICT). Health and biotech-
nology, which started the year with the lion’s share, is currently
undergoing a significant downturn and ended the year 34.2%
below the 2003 level. It seems that some venture capital players
are rebalancing their investment portfolios. Among the high-
lights of 2004 in Québec, an increase in the amounts invested
by company can be noted, as well as a decrease of 21.2% in the
number of companies receiving financing.
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As a result of the Canadian dollar’s strength as well as tepid
IPO and M&A markets, exits were delayed and the values of
some portfolio investments were adjusted downwards. However,
projections for the coming years are solid as company valuations
return to more reasonable levels following the market shake-up.
Moreover, major clients (manufacturers) in some technology
industries are slowly showing signs of renewed activity and are
expected to place large orders once again.

As for financial performance, returns of Québec venture capital
companies are still weak. The developing nature of the Québec
industry is no doubt an important factor, although the objectives
of industry players are also contributing to this situation.

It is important to note that the government’s role has been
significantly reduced in Québec. Indeed, the government has
confirmed that it will no longer finance companies in certain
industries or development stages. In 2004, it also created
the Regional Economic Investment Funds (FIER) to foster
economic development across Québec. Regional funds will be
set up in public-private partnership mode on the initiative
of entrepreneurs based in the regions. In addition, a fund
dedicated to financing strategic projects and specialized
funds will be created in public-private partnership mode with
the three (3) tax-advantaged funds, including the Company.
The market is also characterized by a lack of specialized
high value-added players, foreign investments that are grad-
ually returning to levels at the beginning of the decade and
a continuing scarcity of genuine angel investors.

INVESTMENTS IN THE QUEBEC
VENTURE CAPITAL INDUSTRY (IN $M)"™

ICT 257 218
Health and biotechnology 160 243
Traditional 201 153
Total 618 614

COMPANY’S MARKET SHARES (IN %)

ICT 8.5 6,7
Health and biotechnology 10.6 5,0
Traditional 23.4 9,9
Total 13.9 6,8

(1) Source: Réseau Capital

Thanks to the enhanced presence of the Company’s manager
across Québec and closer links with cooperatives and entre-
preneurs, the Company sharply increased its investments
impacting on the Québec economy during the year, raising its
market share in Québec from 6.8% in 2003 to 13.9% in 2004.
Traditional industries accounted for the largest increase.

7. RISK MANAGEMENT
7.1 Risk Governance

As with the approach toward assets in the various portfolios,
risk management is carried out globally, taking into account all
of the Company’s contractual commitments. The monitoring
and control of different risks is thus overseen by various com-
mittees. Some risk governance is assumed by the manager of
the Company.

Executive Committee
The Executive Committee is authorized to exercise all the
powers of the Board of Directors concerning the manage-
ment of the Company’s business, except for those statutory
powers that must be exercised by the Board as well as those
powers the Board expressly reserves for itself.

Investment Committee
The Investment Committee approves the investment strat-
egies as well as the terms and conditions for liquid portfolio
management in accordance with the investment policy.

Audit Committee

The Audit Committee is responsible for monitoring the
financial reporting process. Accordingly, the Committee
reviews the quarterly, semi-annual and annual state-
ments, financial information disclosure, the internal con-
trol system, risk management, internal and external audit
processes, the procedures applied, regulatory compliance
and any other areas of responsibility entrusted by the
Board of Directors.

In addition, the Committee ensures the independence of the
external auditors and the internal auditor of the Desjardins
Group who serves as the Company’s internal auditor.

Conduct Review Committee
The Conduct Review Committee reports to the Board of
Directors on all questions relating to the application of
the Company’s Code of Ethics and submitted to it by the
Board of Directors. The Committee is also responsible for
reviewing any potential conflicts and making appropriate
recommendations to the Board of Directors.

Purchase Exchange Committee
The Purchase Exchange Committee is charged with inter-
preting and applying the purchase-by-agreement policy
while ensuring that its decisions comply with the principle
of the permanency of the Company’s capital.

Manager’s Investment Committees
The manager has created investment committees for
evaluating and approving, within the limits of the policies
and the strategic plan defined by the Company’s Board of
Directors, purchases or sales of interests in companies.

7.2 Potential Risks

Market Risk
This refers to the risks related to the Company’s role in
the capital markets and indirectly to the general changes
in economic conditions. Such risks result from the impact
of capital market movements on the values of assets held
by the Company. The different market risks having a direct
impact on the Company are:

0 Interest Rate Risk
Interest rate changes have a significant impact on
the market value of bonds held in the portfolio.
This impact will be greater starting in 2005
following the adoption of the fair value accounting
method. A 1% increase in interest rates could lead
to a 2.5% drop in the Company’s share price
as at December 31, 2005.

0 Currency Risk
Exchange rate movements have an impact on
some private partner companies. Although some
exporting companies may be hurt by a strong
Canadian dollar, the net impact of a currency
appreciation is not necessarily negative since other
companies could take advantage of the opportunity
to purchase equipment for improving productivity
in the longer term.

0 Stock Market Risk
Stock market trends have a twofold impact on the
Company. In addition to the direct impact on the
market values of publicly traded stocks, the
valuations of some private companies held in
the portfolio may also be affected by changes
in stock prices.

Under the global approach used by the Company, the
impact of such risks and their inter-related effects
are taken into account when setting the overall asset
allocation.

Credit and Counterparty Risk

Given its venture capital mission, the Company is neces-
sarily exposed to credit risk arising from potential financial
losses suffered by a partner company. By diversifying its
investments by industry and company development stage
and by limiting the potential risk specific to each individual
company, the Company has succeeded in limiting the
potential portfolio volatility caused by negative events.

The risks associated with the liquid portfolio are managed
by limiting the risks associated with a single issuer and by
ensuring that all securities held have a BBB credit rating
or higher. Counterparty risk is very limited in the very
short term and arises from cash and repurchase agree-
ment transactions. Since no derivatives may be held in the
Company'’s portfolios, counterparty risk is reduced.

IMPACT OF CREDIT AND COUNTERPARTY

RISK ON THE COMPANY

(as a % of net assets as at December 31, 2004]

Weighting of the 5

largest interests (investments) 9.7
Weighting of the 5 largest issuers

or counterparties (liquid portfolio)* 34.6

* Governments accounted for 75.5% of this weighting.

Liquidity Risk

The Company must have sufficient liquid assets in order
to meet the cash needs for share redemptions. If not, the
Company would be dependent on the markets and forced to
carry out transactions even under unfavourable conditions.
Since liquid bond investments should represent 40% of
assets under management and since the chosen manage-
ment approach consists in ensuring that the average matu-
rity of assets matches the average maturity of expected
outflows, the Company can confirm that liquidity risks are
adequately covered.

7.3 Regulatory Matters

The Company is subject to provincial and federal laws, rules,
standards, regulations and policies as well as internal rules,
by-laws and policies that provide a framework for its opera-
tions. Some risk stems from the ability of the Company to
comply with its obligations or to adapt to regulatory changes
or tightening of policies already in effect.

Other information concerning the Company, including the
annual information form, may be found on the Sedar site

(www.sedar.com).
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