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Disclaimer

The information in this guide is for informational purposes and should in no way be regarded as legal or tax advice. Clients should
always consult their accountant or tax specialist before taking action based on the information found in this guide.

Introduction

This guide has been prepared by National Bank of Canada (“NBC”) to present the various tax slips you may receive from us. You
will find information regarding government tax slips and associated summaries. This guide is specifically intended for individuals
residing in Canada, and more specifically, in Quebec. Canadians residing in other provinces or territories should consult the Tax
and Investment Guide 2019 (Canada). Corporations, trusts and Canadian non-residents should refer to their accountant or tax
specialist to help them in preparing and completing their Income Tax and Benefit Return.

Please note that this document is not meant to be an exhaustive reference on how to report income and capital gains and losses.
We strongly recommend that individuals consult an accountant or tax specialist to complete their tax return. This guide is a brief
summary covering federal taxation. However, some provinces have specific requirements to be considered by individuals residing
in those provinces. Also, as the tax administration for residents of Quebec is distinct, we include some comments and tax slips
(known as "relevé") specific to them.

Useful Links

Canada Revenue Agency (CRA):

=  Website (home page):
https://www.canada.ca/en/revenue-agency.html

= “My Account” for individuals:
https://www.canada.ca/en/revenue-agency/services/e-services/e-services-individuals/account-individuals.html

= |ncome Tax Package (see 2019 version):
https://www.canada.ca/en/revenue-agency/services/forms-publications/tax-packages-years.html

Revenu Québec:

= Website (home page):
https://www.revenuquebec.ca/en/

=  Guide to the Income Tax Return — 2019:
https://www.revenuquebec.ca/documents/en/formulaires/tp/2019-12/TP-1.G-V%282019-12%29.pdf



https://www.canada.ca/en/revenue-agency.html
https://www.canada.ca/en/revenue-agency/services/e-services/e-services-individuals/account-individuals.html
https://www.canada.ca/en/revenue-agency/services/forms-publications/tax-packages-years.html
https://www.revenuquebec.ca/en/
https://www.revenuquebec.ca/documents/en/formulaires/tp/2019-12/TP-1.G-V%282019-12%29.pdf
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Mailing Deadlines for the Various Tax Slips

Below is a table of the various tax slips and summaries potentially needed to prepare your tax return. Please note that these
documents reflect the transactions and income recorded during the calendar year and some slips may not apply to your situation.

Before completing your tax return, we ask you to ensure you have received all of your slips. This will avoid having to file an

amended tax return. Note that the various

Non-registered Investments
Type of income/fees

Dividends, interest, foreign income
Realized gains and losses
Distributions from a trust

Registered Investments

Withdrawal from a registered
investment account:

RRSP
RRIF/LIF/LRIF

RESP

1 — Government-prescribed date.

summaries can be used as tools in verifying your tax slips.

Slip/Relevé/Summary Mailing Deadline'

T5/Relevé 3

March 2, 2020
Investment Income Summary

T5008/Relevé 18 March 2, 2020

T3/Relevé 16
Summary of Trust Income

March 30, 20202
March 2, 2020
T4RSP/Relevé 2

T4RIF/Relevé 2

T4A/Relevé 1

Hin{Epn DDD?

2 — Since some trusts and limited partnerships do not release the information before the authorized deadline, you may receive your slips only

in mid-April.

RRSP contributions
First 60 days of 2019
Rest of the year 2019
First 60 days of 2020

You should have received your contribution slip in March 2019.
You should receive your contribution slip in January 2020.

You should receive your contribution slip in March 2020.
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T3 Slip — Statement of Trust Income / Relevé 16

If you hold shares in National Bank mutual funds, you will receive a T3 Slip. If you are a Quebec resident, you will also receive a

NATIONAL
BANK

Relevé 16 slip.
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Please note that Revenu Québec only issues tax slips in French. You can obtain a courtesy translation of the Relevé 16 here.

National Bank Investments only prepares a tax slip if the distributions to shareholders are equal to or more than $50.
Shareholders must still declare distributions if they are less than $50. This amount is indicated on your account statement.

The following example explains the income generated by the National Bank Funds distributions and where you must declare

these on your income tax return.

The shareholder receives a distribution of $500 from a fund, distributed as follows:

Amount

Capital gains $60.00

Dividend income $120.00

Foreign non-business income (net amount*) $85.00

Other income $185.00

Capital return $50.00
Total $500.00

*This is the gross amount of foreign non-business income, that is, $100 less the foreign tax withholding of $15.


https://www.revenuquebec.ca/en/online-services/forms-and-publications/current-details/rl-16-t/
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On his/her income tax return, the shareholder must declare the amounts shown on the T3 slip (and on the Relevé 16 for Quebec
residents) by following the instructions in the table below:

. . Declare this amount | Declare at the indicated line on the
T3 Slip Explanation of boxes .
on your tax return | federal income tax return
Box 21 Capital gains $60.00 Line 174 of Schedule 3 — Capital Gains
(Losses)
Box 23 Actual amount of dividends $120.00 | Not declared
Box 25 Foreign non-business income $100.00 Part Il of Schedule 4 - Statement of
Investment Income
Box 26 Other income $185.00 Line 121, or Part Il of Schedule 4 —
Statement of Investment Income
Box 32 Taxable amount of dividends (this amount is $150.00 Line 120, or Part | of Schedule 4 —
equal to 125% of the amount entered in box 23) ) Statement of Investment Income
Box 34 Foreign tax paid on non-business income $15.00 | Line 431 of Schedule 1 — Federal Tax
Dividend tax credit (federal) (This amount is equal . _
Box 39 to 13.33% of the amount at box 32) $20.00 | Line 425 of Schedule 1 — Federal Tax
Capital return (not identified on the front page of This amount is not declared on your
N/A ) $50.00 | .
the T3 slip) income tax return
. . Declare this amount | Declare at the indicated line on the
Relevé 16 | Explanation of boxes )
on your tax return | Quebec income tax return
Box A Capital gains $60.00 Line 22 of Schedule G — Capital Gains
and Losses
Box C Actual amount of dividends $120.00 | Not declared
Box F Foreign non-business income $100.00 | Line 130
Box G Other income $185.00 | Line 130
Taxable amount of dividends (this amount is .
Box| equal to 125% of the amount entered in box C) $150.00 | Line 128
Box L Foreign tax paid on non-business income $15.00 This amount is subject to a tax credit
only at the federal level.
Dividend tax credit (provincial) (This amount is .
Box J equal to 10.83% of the amount at box 1) $16.25 | Line 415
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Summary of Trust Income

The Summary of Trust Income is issued by NBI and provides detail by trust and nature of the distributions. This information
allows you to reconcile your T3 slip from each trust.

~ NATIONAL Summary of Trust Income - T3
INVESTMENTS For the year ending December 31, 2019

¢/ 0 Natean Trust Company
1010 de la Gauchetiére Ouest
Mezz. 100(5321-1
Montreal, QC H3B 3J2

Produit/fonds i Rembourseaent Intérets Dividendes “Revenus Gain

du capital canadiens canadiens étrangers en capital
0b1s rndmt éleve .00 0.00 B .00 6.434.42 0.00
Indiciel canadien 0.00 0.00 693.22 0.00 0.00
Dividendes 0.00 0.00 8.472.12 0.00 0.00
0bl1g mond tactigue 6.719.44 0.00 0.00 4.166.58 0.00
Rev taux variable 0.00 1.221.70 1.301.83 857.52 0.00
Obligations 0.00 4,504 .62 0.00 372.55 0.00
Obls corporatives 0.00 2,.520.09 0.00 362.66 0.00
IndicAmérsNtreDey 0.00 49.76 0.00 0.00 0.00
IndicIntersNtreDev 0.00 49.05 0.00 0.00 0.00
Actns can toutes cap 0.00 212.68 0.00 0.00 0.00
ACT AMER SmartData 0.00 0.00 0.00 601.94 19.423.87
ACT INTER SmartData 0.00 0.00 0.00 1.451.48 §.105.24
:I'OTAL i 6.7T19.44 B.557.90 10,46T7.17 14.247.15 28.529.11

FAQ -T3 Slip

= Q: Why did I receive my T3 slip so late in the month of April?

A: Trust companies must also file tax returns. Coordination between these filings and the issuance of the slips is often the

reason they wait until the prescribed limit (i.e., 90 days after year-end) before providing the issuers with the necessary data to
produce the T3 slips, which in turn leads to filing delays.

= Q: Why did I receive an amended T3 slip?

A: As previously mentioned, trust companies prepare, very tardily, the information related to their distributions to coordinate
them with their own returns. Sometimes, corrections are required after the deadline that may result, amongst other causes,
from adjustments or errors in their tax return.

= Q:lreceived a T3 slip from NBI. | do not find any T3 slips issued in NBI's name in the CRA’s “My Account”. Why?

A: T3 slips are issued by NBI, but on behalf of the different trusts. The income shown on the T3 slip you received will be
displayed in the trust's name in the CRA’s “My Account”. You will not find any T3 slips in the name of NBI. In order to

reconcile the trust information set out in the CRA’s “My Account”, you must refer to the details provided in your Summary of
Trust Income.
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T5 Slip — Statement of Investment Income / Relevé 3

The T5 is used to report dividend income, interest income and foreign taxes paid on your investments held in a non-registered
Account (Guaranteed Investment Certificates and daily accounts). You will also receive a Relevé 3 if you are a Quebec resident.
Please note that the slip will not be issued if the total investment income is less than $50, but you must still include this income in

your tax return.

If you own National Bank mutual funds, you may also receive T5 slips to declare their dividend distributions and capital gains

attributions.

Caroia Fveras  Agencs s reers T FTATEEENT Of BVEITHENT NOGEE e Proiscied B / B
| B | Agpmray du Carmsa ETAT PES REVENUS DE PLAGEMENTS [ ooy | ; sbad 'Wm':"pi
L, Ll = - EoEE i e e e ot ] o]
e I R e T e P - 13| i o Crsmben mrosn | 10| Caotel gaes S
1188 .74 164D .46 246 .33
By e sy T ] _— o [LTTErTy 1= o e et
ﬂ [ S ——— :I Ll\-.l-—.-uu--i.—-h—-l.. r_:', -ll\-n:--u-l-.l--h 'I'_'I-“m‘hlﬂ' £ e e LLd L = E S Y
o oa0 090 001 1
...._'..'.'_"".'.‘."....".-....."' e B S s o i i | o0 e el Ty Ty
Diar It
= s ] i5.58] [1e]] 7as] [
NN — Hos ¢ Came Arenrd ¢ Mordersl =" Arcued bt Hoa i Cae Brrrme— § hbnederst

s paren name e oess e el e -

=P FIRST HAME SURNAME
FREKDM XD
ADDRESS

ADRESSE

Farm T & e A Beewlcusw

Ppyrs e B sddrea - Bom e aewans b pan e

Crarverely w] mr il el ¢ i

For information, see the back.

Coxtas om cwws ot ccersicaice P EE” chD . I-zi?” | |'1-?j| FHEHER ]Pﬁur“k“mmﬂl,
[ -
I:I'i;.r':lr'l'r\-' Timres - Ty i, HRgE by warad,
i;\-;h'-a-r P e B i S e my SFA FER TR ) DIHU PR DI 0 e e e il G ke e e e Ty 2w b, sbe PR P TR e ARG PR
(4.4 5]
RELEVE Ri-3,F (F@===38]
[ g j o ]
R d'l ' Ky el s TR Mﬁu:&- By e vy B 200 Qoo Qo0
E plac [2o00c | = | AT | a0 poo 000
(13 Jm TER e ol il Momiard gk dirs, Jaadrs by I el & g e et
| asaz7|oe | olaa sages[3a | vec0nloa | 17877)73
i ¥ - ==y B Bl ' M L s b ke b s o el
| alaa | a7da]ia | ie8E|70 | [ | ol oo
B S e r— s N e e
[ oloo |1 Lo
AT — —1 —
: ey | i e L i i
it s [rm—— -
L age 1| eoo 1 oo |

2 - Copes tha berviticiame

ﬁ NENX

Rebres oificiel - Reven Quibec
Hermelmie pamird — Perabre St joowed

Please note that Revenu Québec only issues tax slips in French. You can obtain a courtesy translation of the Relevé 3 here.


https://www.revenuquebec.ca/en/online-services/forms-and-publications/current-details/rl-3-t/
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Dividends from taxable Canadian corporations

Essentially, the tax implications associated with a dividend will depend on the type of dividend you received. A dividend paid by a
taxable Canadian corporation can be classified, very generally, as either an “eligible dividend” or a “dividend other than an
eligible dividend”. The tax implications and rates applied to each type of dividend reflect the underlying taxation of income earned
in the corporation. Put simply, corporate income that has been taxed at a higher rate (at the general corporate tax rate) can be
paid out as “eligible dividends” and, therefore, taxed in your hands at a lower tax rate. Earnings which were taxed at a lower
corporate tax rate will be paid as “dividends other than eligible dividends” and taxed in your hands at a higher tax rate. Finally, a
dividend gross-up and a dividend tax credit apply to the dividends you received from Canadian corporations. This mechanism
ensures that the combined corporate and personal tax paid on income approximates the tax that would be paid by an individual
who earns the income directly (concept of “integration”).

1— Eligible dividends

Eligible dividends paid to you during the year are found in box 24 of the T5 slip. However, this is not the amount to be
reported in your return; you must report the grossed-up amount shown in box 25 — Taxable amount of eligible dividends.

2— Dividends other than eligible dividends (“non-eligible dividends”)
Dividends other than eligible dividends paid to you over the year are found in box 10 of the T5 slip. However, this is not
the amount to be reported in your return; you must report the grossed-up amount shown in box 11 of the T5 slip — Taxable
amount of dividends other than eligible dividends.

Foreign income

Earnings from dividends, interest or any other type of foreign income are shown in box 15 of the T5. The tax paid to the foreign
country pertaining to such income is reported in box 16 of the T5 slip (box G of Relevé 3). All types of foreign income are
grouped together in the same box. The Canadian tax system makes no distinction between them: they are taxed in the same
way. The foreign tax credit mechanism will allow you to recover a portion of the tax paid in the foreign country in your tax return.

Interest on linked notes

Following regulatory changes in 2017 regarding the disposition or transfer of equity linked notes prior to their maturity, all gains
realized at the time of disposition or transfer must be considered as accrued interest. For 2019, this interest must be declared in
box 30 of the T5 slip or box K of the Relevé 3. Box 21 of the T5008/Relevé 18 (proceeds of disposition) will not include the
interest declared on the T5/Relevé 3.

Accrued interest

Accrued interest during the year on Guaranteed Investment Certificates must be reported annually, even if interest was not paid.
Interest amounts are included in box 13 of the T5 slip.
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Investment Income Summary

If you have securities with National Bank Investments, you will receive an Investment Income Summary which provides, in
chronological order, all the investment income paid to your accounts during the period.

In addition, it contains information regarding the interest you paid during the year. The accrued interest that was paid should not
be deducted from interest received. It should be added to other deductible financial expenses. Note that the annual
administration fees of an RRSP, RRIF, TFSA, RESP, RDSP, LIRA, LRIF or Locked-In RRSP are not deductible, even if paid
through a non-registered account.

NATIONAL INVESTMENT INCOME SUMMARY 20XX
BANK
Reference
XXXX
ADDRESS Telephone
ADDRESS N
ADDRESS S 050:000
Resident
AMOUNT
DATE QUANTITY DESCRIPTION PAIDBY YOU PAIDTOYOU
VOTRE COMPTE
200 3/ x INTERET AU 18 JAN o INT 10 b
200 xx/ xx INTERET ALl 16 FEV ) NT 1100
200x/xx/xx 7S TEST 1) oW amar
200/ 2/ xx 100 TEST J] Ow 200 83
20unxn/xx INTERET AU 16 MAR 0 NT Ll
200x e/ ox 1301 TEST 1) Do 458 0
20un/xx/xx INTERET AU "0 AVH o ™~ 1112
20ux/xx/xx INTERET AU 10 MAJ 0) INT 1080
2000w/ o 8 TEST " Dev ana
2000w e 1800 TEST 1) D 00 80
2Wan/3x/cx INTERET AU 6 JUN 0 NT 1"
20w xxfxx 1201 TEST ) Dev 460 18
2000/ 00/ xx INTERET AU 16 20 o) NT 1002
200n/xx/xx INTERET AU 10 AQU -] INT 1"
20 3x/ex 8 TEST J] D nar
200050/ 1 200 TEST J] Drv S00 83
2000/ 00 O INTERET AU 14 SEP o Y 4 ma
20ux/xx/xx 301 TEST 1 bW 448 38
TOTAUX DE TOUS LES COMPTES
0 )NTTRETS CON A LA SOURCE 0o
1} OVIDENDES DETEAMINES DE CORP CON 3T0 4

10
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T5008 Slip — Statement of Securities Transactions / Relevé 18

If you have sold securities from your non-registered National Bank Investments account during the year, you will receive a T5008
statement. If you are a resident of Quebec, the T5008/RL-18 also contains the required information to complete your provincial
tax return.
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= As indicated in the CRA guide, the amount shown in box 20 of the T5008 slip may not represent the Adjusted Cost Base
(ACB) required to calculate the gain/loss. As such, please refer to the FAQ at the end of this section for further detail.

= In all cases, you must take the “adjusted cost base” calculated based on your aggregate data as indicated on the following
page. IMPORTANT: Keep the explanations of your ACB calculations, especially if they differ from the values shown in box 20
of your T5008 slips. This will allow you to respond to requests for additional information from tax authorities, as required.

= If box 20 is left blank, it is because the institution does not have accurate information to report a book value. In this case, you
should check your records to determine the ACB in order to calculate your gain or loss for tax purposes.

How is the capital gain or loss calculated?

The fiscal gain or loss is calculated as follows: Proceeds of disposition minus fiscal ACB less expenses incurred to sell the asset.
Thus, the fiscal ACB is used to calculate, at the time of disposition, the taxpayer’s loss or gain, for tax purposes.

Proceeds of disposition

Proceeds of disposition is the amount received or receivable in return for property or goods and is generally the sale price. Box
21 of the T5008 slip represents the proceeds of disposition before commission or any expenses disbursed.
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Commissions or fees

The T5008 slip also reports the fees or commissions incurred on the disposition of the security. This amount is needed to
accurately calculate the fiscal gain or loss as mentioned above.

How to calculate the ACB of a mutual fund
The ACB of a mutual fund investment is equal to:

The total of all amounts paid to purchase fund shares
( +) the value of all reinvested distributions (")
(- ) the portion of capital return of distributions )
(- ) the ACB of previously sold shares.

@ Reinvested distributions increase the cost base of the units to avoid double taxation when units are disposed of.
@ Distributions may be made in part from a return of capital. You do not have to pay tax on this amount. Therefore, you do not have to report this
amount as taxable income for the year.

For a partial redemption, the capital gain or loss is determined by multiplying the ACB per unit by the number of units redeemed.
Example of the calculation of the Adjusted Cost Base

January 25, 2018
An investor acquires $10,000 worth of shares of a National Bank fund, whose cost per share is $10.00. The investor therefore
acquires 1,000 shares.

April 8, 2018
The investor buys $3,600 worth of shares of the same fund, when the cost per share is now $9.00. The investor therefore
acquires 400 additional shares.

December 31, 2018

The fund in question issues a distribution of $0.25 per share.

The investor receives a distribution or $350.000 (1,400 shares x $0.25) which is reinvested to acquire additional shares at a
price of $12.50 per share effective at the end of the year. The investor acquires 28 additional shares ($350.00 divided by
$12.50).

Following these transactions, the ACB of the shares is as follows:

Acquisition on January 25, 2018 $10,000
Acquisition on April 8, 2018 $3,600
Distribution reinvested on December 31, 2018 $350
Total ACB $13,950
Divided by the number of shares 1,428 shares
ACB per share $9.7689 / share

February 24, 2019
The investor redeems 500 shares at $13 per share, for a total amount of $6,500.

The ACB of the 500 redeemed shares is $4,884.45 (500 shares multiplied by the ACT per share of $9.7689) and the ACB of
the remaining shares is reduced by this amount.

The new total ACB is $9,065.55, for the remaining 928 shares, while the ACB per share is unchanged at $9.7689.

The ACB per share immediately after a partial redemption is identical to the ACB per share immediately after the redemption.

12
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CALCULATION OF THE ACB

Calculation of the ACB
Description The ACB is calculated as follows:
ACB per
Total Cost Shares share
Purchase transaction of January 25, 2018 $10,000.00 1,000.000 $10.0000
Purchase transaction of April 8, 2018 $3,600.00 400.000 $9.7143
$13,600.00 1,400.000
Distribution reinvested on December 31, 2018 $350.00 28.000
$13,950.00 1,428.000 $9.7689
Redemption transaction of February 24, 2019 ($4,884.45) (500.000) $9.7689
Adjusted Cost Base of remaining shares $9,065.55 928.000 $9.7689

Settlement date vs transaction date

A tax disposition is triggered on the settlement date and not on the date the the transaction order is given.

Conversion to Canadian dollars

Please note that all information reported on your income tax return must be in Canadian dollars (with a few exceptions). As well,
the fiscal ACB must be calculated in Canadian dollars, even if the security (Canadian or foreign) is denominated in a different
currency. Thus, the exchange rates in effect at the time of purchase and at the time of disposition must be used to calculate the
ACB and the proceeds of disposition accordingly, and therefore, will ultimately determine the gain/loss. Note that the CRA
indicates on its website that you can use the annual average exchange rate when transactions occur throughout the year, as is
the case when receiving dividends or interest. This is not the case when calculating the ACB, the proceeds of disposition and the
capital gain/loss.

Linked notes

A linked note is a debt obligation, most often issued by a financial institution, the return on which is linked in some manner to
the performance of one or more reference assets or indexes over the term of the obligation.

Previously, selling a linked note prior to maturity generally only generated a capital gain or loss. Since January 1, 2017, all or
a portion of any gain realized on the sale of a linked note is deemed to be interest that has accrued on the debt obligation.
This measure ensures that any positive return on a linked note retains the same character, whether it is earned at maturity or
reflected in a secondary market sale.

The following three elements must be identified at the sale or maturity of a linked note:

1. the taxable interest (T5 slip);
2. the interest paid to the seller at purchase; this is deductible in Schedule 4 (no prescribed slip is required);
3. the gain or loss, as applicable (slip T5008 and calculation of the ACB).

We recommend that you calculate each of the steps in the following order:

1) Calculation of interest: Paragraph 20(14.2) of the ITA stipulates that the difference between the amount received in
exchange for the linked note (hereinafter, the "Sell Price") and the remaining capital (hereinafter, the "Face Value")
is considered interest income, regardless of whether the linked note was sold before or after maturity. When there
are returns of capital during the holding period, the repaid amount reduces the Face Value for the calculation of
interest at the time of the disposition or the maturity of the linked note (see example 6 below). Note that even if a
capital loss is realized in the third step calculation, this capital loss does not reduce the interest calculated in this
first step.

The CRA and Revenu Québec require that the portion of interest be reported on a T5/Relevé 3 slip.

2) Calculation of interest paid to the seller at purchase: When a premium is paid upon the acquisition of a linked note,
it is generally considered as interest paid to the seller. In this case, the purchaser would be entitled to deduct an
amount, limited to the interest calculated in step 1 and indicated on the T5 slip, as “interest paid” pursuant to
paragraph 20(14)(b) of the ITA. This amount must be provided in Schedule 4 of the income tax return. The interest
paid also reduces the acquisition cost for the purpose of calculating the ACB (see example 3 below).
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3) Calculation of the gain or loss: Upon the disposition or the maturity of the linked note, it is necessary to calculate
whether there is a gain or loss. For this purpose, the proceeds of disposition must be reduced by the interest

income included at the time of disposition or maturity (step 1 above). In addition, the initial cost must, in certain

circumstances, be modified to obtain the adjusted cost base (ACB) required to calculate the capital gain or loss. For
additional information, please refer to the section entitled “How is the capital gain or loss calculated?” above.

The disposition or maturity must also be reported on a T5008 (Box 15 = ELN or BLA for Linked Notes)/Relevé 18 slip. However,

the proceeds of disposition on the T5008/Relevé 18 are reduced by the portion of interest indicated on the T5/Relevé 3 slip.

The following are examples illustrating the calculation of the interest and the capital gain (or loss) resulting from the disposition
or the maturity of the linked note.

Example 1: Purchase at face value

Example 2: Commissions

Face Value
Investor's Purchase Price
Sell Price

Interest (T3)

Gain (loss) calculation
Proceeds of Disposition
Adjustment (interest T5)

e ~F Micrhmcitimm
oces [ D aositio

Initial Cost
Adjustment

41,000
$1,000
41,020

520

1,020
520

$1,000
50

The payment of a commission requires an adjustment to the calculation of the capital gain (loss). If a $25 commission was
paid at the time of disposition, this amount must be considered in the calculation of the gain (loss). Please refer to the section
"How is the capital gain or loss calculated?" above for more information. No adjustment is required when the commission is

integrated into the product, that is, provided in the linked note’s issuing document.

Face Value

Investor's Purchase Price
Sell Price

Purchase Commission
Sale Commission

Interest (T5)

Gain (loss) calculation
Proceeds of Disposition
Adjustment (interest T5)
Proceeds of Disposition (T5008)
Sale Commission
Initial Cost
Adjustment
Adjusted Cost Base
Gain (loss)

$1 000
$1 000
$1020
S0
$25

$20

$1020
$20

$1 000
$25

$1 000
S0

$1 000
$25
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Example 3: Acquisition cost exceeds face value

When a premium is paid upon the acquisition of a linked note, it is generally considered as interest paid to the seller. In this case,
the purchaser would be entitled to deduct the amount as “interest paid” pursuant to paragraph 20(14)(b) of the ITA. This amount
must be shown in Appendix 4 of the individual's income tax return. The interest paid also reduces the acquisition cost for the
purpose of calculating the ACB.

Face Value 51,000
Investor's Purchase Price 51,050
Sell Price 51,070
Interest (T5) 570
Deduction for interest paid purchase (Schedule 4) 550

Gain (loss) calculation

Proceeds of Disposition 51,070
Adjustment (interest T3) 570
Proceeds of Disposition (T3008) 51,000

Initial Cost 51,050
Adjustment (interest paid on purchase) 550
Adjusted Cost Base 51,000

Gain (loss) 50

Example 4: Acquisition cost below face value

Face Value 51,000
Investor's Purchase Price 5998
sell Price 51,000
Interest (T5) 50
Deduction for interest paid on bought (Schedule 4) 50

Gain (loss) calculation

Proceeds of Disposition 51,000
Adjustment (interest T3) S0
Proceeds of Disposition (T3008) 51,000

Initial Cost 5998
Adjustment (interest paid) 50
Adjusted Cost Base 5998

zain (loss) 52
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Example 5: Foreign currency linked notes

Interest received (and taxable) is converted using the exchange rate at the time of payment. Interest paid (deductible in

Schedule 4) is converted at the exchange rate applicable at the time of acquisition. For the purpose of calculating the gain (loss),

NATIONAL

BANK

proceeds of disposition and related expenses are converted at the exchange rate at the time of disposition or maturity, as the
case may be. Proceeds of disposition are reduced by the interest included in Canadian dollars. Finally, the initial cost is
converted to the exchange rate at the time of acquisition. Adjusted cost base adjustments (such as interest paid) are converted

at the exchange rate when they occur.

(1)

usbD
Face value $1,000 Jan 16,2019
Investor's Purchase Price $1,050 April 18, 2019
Sell Price $1,070 Nov 26, 2019
Interest (T5) $70
Deduction for interest paid at purchase (Schedule 4) S50

Gain (loss) calculation

Proceeds of disposition $1,070
Adjustment (Interest T5) $70
Proceeds of Disposition (T5008) $1,000

Initial Cost $1,050
Adjustment (interest paid) S50
Adjusted Cost Base $1,000

Gain (loss) S0

Example 6: Return on capital

(2)

(

Conversion

rate

1.1
1.2
1.3

1.3

1.2

1.3

1.3

1.2
1.2

1)x (2)
CDN $

$1,100
$1,260
$1,391

$91
$60

$1,391
$91
$1,300
$1,260
$60
$1,200
$100

When there are returns of capital during the holding period, the repaid amount reduces the face value for the calculation of

interest at the time of the disposition or the maturity of the linked note. This amount also reduces the purchase price to obtain the

adjusted cost base (ACB) for the calculation of the gain or loss.

Face Value

Investor's Purchase Price
Return on capital

Sell Price

Interest (T3)
Gain (loss) calculation

Proceeds of Disposition
Adjustment (interest T5)

Proceeds of Disposition (TS008)

Initial Cost
Adjustment (Return on capital)

Adjusted Cost Base

Gain (loss)

1,000
$1,000
5200
5820

520
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FAQ —T5008 Slip / Releve 18

= Q: Under what circumstances may adjustments to the amount shown in box 20 of my T5008/RI-18 slip be required to
determine the ACB for tax purposes?

A: There are a wide variety of reasons why the amount in box 20 may not accurately reflect the ACB, including:
= when a security was transferred into your account, the information that was provided by the institution that transferred the
security may have been incorrect.

= when you hold identical securities in more than one non-registered account, even when the accounts are all at the same
institution.

= when you have a history of losses subject to the superficial loss regulations.

= when you have made a tax election, undertaken certain rollover transactions (including a spousal or estate rollover) or
have been subject to "deemed disposition” rules for the security.

= certain market events such as mergers, acquisitions and foreign spin-off reorganizations may not have been properly
considered.

= if you disposed of interests in mutual funds, income trusts, royalty trusts, real estate investment trusts (REITs), exchange
traded funds (ETFs) or limited partnerships, the amount in box 20 may not reflect reimbursements of capital (which reduce
the ACB) or reinvested distributions (which increase the ACB).

= if you have entered into short sale transactions and the position was not fully hedged during the year, the book value may
not be accurately reflected.
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RRSP

RRSP contribution slips

If you have contributed to an RRSP of which you or your spouse or common-law partner is an annuitant between March 1, 2019
and March 2, 2020, you will receive an RRSP contribution receipt. Receipts will be issued for two separate periods: the first one
corresponding to contributions between March 1, 2019 and December 31, 2019, and the second covering the first 60 days of
2020 from January 1, 2019 to March 2, 2020.

It is important to complete Schedule 7 of your 2019 income tax return and attach all receipts including those covering the first 60
days of 2020, even if you do not claim RRSP deductions on your 2019 income tax return for some or all contributions made
between March 1, 2019 and March 2, 2020.
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Spousal or common law partner's RRSP

You can contribute into a spousal or common law partner's RRSP instead of yours. These contributions will be deductible on
your income tax return based on your RRSP deduction limit (i.e., RRSP contribution room). You will need to identify separately,
in Schedule 7, the contributions to your RRSP from those made to your spousal or common law partner's RRSP.

Excess contribution

A special tax of 1% per month is payable on contributions made to an RRSP that exceed your RRSP deduction limit by more
than $2,000.

If you are subject to this special tax, you must complete a T1-OVP return, “Individual Tax Return for RRSP, SPP and PRPP -
Excess Contributions”, send it to your tax centre and make a payment within 90 days following the end of the calendar year to
avoid paying a penalty or interest.

The application of this special tax (1%) may cease either:
= when you have new RRSP contribution room;

= at the time of withdrawal of excess contributions.

Withdrawal of excess contributions

If you withdraw excess contributions from your RRSP, you will have to include the withdrawn amount in your income for the year
of withdrawal, even if you have never deducted this amount in your previous tax returns. However, an offsetting deduction can
be claimed when certain conditions are met.
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RRSP or RRIF Withdrawal — T4RSP and T4RIF Slips (federal) and

Releveé 2 (Quebec)

If you made a withdrawal from your RRSP or RRIF account during the year, you will receive a T4RSP or T4RIF slip, as
applicable (and a Relevé 2 if you are a resident of Quebec), showing the amount withdrawn and taxes withheld. The taxes
withheld will be credited to your taxes owed on your income tax return. You may still have to pay taxes, in particular if you have

other sources of income.
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Please note that Revenu Québec only issues tax slips in French. You can obtain a courtesy translation of the Relevé 2 here.
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Attribution rules: Calculation of the amount to be included in your income and in the income of your spouse or
common-law partner
When you withdraw from a spousal or common-law partner's RRSP, it is possible that all or part of the amount on the T4RSP or

T4RIF slip is reattributed to you (even if the slip is issued in the annuitant's name), meaning that the amount must be included in
your income tax return (the contributor's tax return).

If you contributed to a spousal or common-law partner's RRSP in 2017, 2018 or 2019, you may have to include in your 2019
income some or all of the amounts withdrawn from the spousal or common law partner RRSP.

In the year of withdrawal (e.g., 2019), you must include the lesser of the amount you contributed to your spouse’s RRSP for the
year of withdrawal (2019) as well as the two previous years (2018 and 2017), and the amount that your spouse or common-law
partner has withdrawn from his/her RRSP (e.g., 2019).

Please review the CRA website for more information:

https://www.canada.ca/en/revenue-agency/services/tax/individuals/topics/rrsps-related-plans/making-withdrawals/withdrawing-
spousal-common-law-partner-rrsps.html

Use Form T2205, “Amounts from a Spousal or Common-law Partner RRSP, RRIF or SPP to Include in Income” to calculate the
amount to be included in your income tax return and your spouse's or common-law partner’s return.

In all cases, the individual whose name appears on the slip must declare the tax withheld. Most of the time, after a withdrawal,
the information slip is made in the name of the annuitant. However, you must report income as calculated in Parts 1 and 2 of
Form T2205.

Exceptions
The attribution rules do not apply in the following situations:

= you and your spouse or common-law partner were living separately at the time of withdrawal due to a breakdown of the
relationship;

= at the time of withdrawal, you or your spouse or common-law partner were non-residents of Canada;

= A to the Prescribed Minimum RRIF Amount: the attribution rules apply only to amounts in excess of the minimum withdrawal
for the year;

= in the year of death.

Transfer of a RRIF/LIF to an RRSP/LIRA

It is possible, in certain circumstances, that an annuitant transfers funds from his/her RRIF/LIF to his/her RRSP/LIRA. While this
transfer is not taxable, the amount transferred from the RRIF (LIF) to the RRSP (LIRA) will trigger the issuance of a T4RIF and
a Relevé 2 (for Québec residents), as well as an RRSP contribution slip. The T4RIF/Relevé 2 will result in the inclusion of the
amount in declared income, while the RRSP contribution slip, included as appropriate on Schedule 7 of the federal income tax
return (transfer section), will provide a deduction that will negate the inclusion of the income.

Note, however, that the following transfers do not generate tax slips and do not affect the reporting of income: RRSP/LIRA to
RRSP/LIRA, RRSP/LIRA to RRIF/LIF, RRIF/LIF to RRIF/LIF.
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RESP Withdrawal — T4A Slip (federal) / Relevé 1 (Quebec)

An RESP income withdrawal will trigger the issuance of a T4A/Relevé 1 slip in the name of the beneficiary of the plan. RESP

capital withdrawals are not taxable.
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Tax-Free Savings Account (“TFSA”)

The TFSA is an account that allows a taxpayer to save and invest on a tax-free basis. Any amounts accumulated in a TFSA or
withdrawn from the account are not taxable.

Eligibility

Any individual who is 18 years of age or older living in Canada and who has a valid Canadian Social Insurance Number is eligible
to open a TFSA. Individuals who reach the age of 18 during the year must wait until their birthday to open a TFSA. In Canadian
provinces where the age of majority is 19 (British Columbia, New Brunswick, Nova Scotia, Nunavut, the Northwest Territories,
Yukon and Newfoundland/Labrador), a TFSA account for an individual who is 18 years of age must be opened as follows: “Name

of the Child, C/O name of the guardian, tutorship to minors.” When the individual turns 19, a new TFSA account will have to be
opened in the individual’s name and new documents must be signed by him/her.

Annual TFSA contribution limit

The TFSA contribution limit for 2019 and 2020 is $6,000. The limit will be indexed to the inflation rate for subsequent years and
will be rounded to the nearest $500. Exceptionally, the 2015 contribution limit was $10,000. The contribution limit for each of
2013, 2014, 2016, 2017 and 2018 was $5,500, and the annual limit for 2009 to 2012 was $5,000.

A TFSA contribution is not deducted from income (unlike an RRSP contribution). Unused contribution room will be carried
forward to future years indefinitely and there is no cumulative limit. In addition, withdrawals from a TFSA in a given year will be
added to the individual’'s contribution room for the following year. This allows individuals withdrawing money from their TFSA to
use their accumulated savings to recontribute an amount equivalent to the withdrawal in the following or subsequent years.

The calculation of the annual contribution room is as follows:
Unused contribution room from previous years + withdrawals made in the previous year + current year's contribution room

For example, an individual has unused contribution room of $10,000 and withdraws $7,000 in a given year. The following year,

she/he may therefore contribute $17,000, in addition to the current year's contribution limit. As with RRSPs, it is not possible for
financial institutions to calculate, for the client, the amount they are entitled to contribute to their TFSA. Note, however, that it is

possible to find this information on the CRA's “My Account”. For more information, see the following webpage:

https://www.canada.ca/en/revenue-agency/services/tax/individuals/topics/tax-free-savings-account/contributions.html

“In kind” contributions are allowed. The amount of the contribution will be equal to the fair market value (“FMV”) of the property.
CRA considers that there was a disposition of the property at FMV at the time of the contribution. If the FMV exceeds the fiscal
cost of the property, a capital gain must be reported when filing your tax return. However, if the fiscal cost is greater than the
FMV, no capital loss will be permitted since the loss would be considered "deemed to be nil" under the ITA.

There is no maximum age for contributing. No tax slip will be issued. Each year, CRA will determine, for the TFSA holder, his/her
permitted contribution amount. Interest paid on money borrowed and invested in a TFSA, is not deductible for tax purposes.

Excess contributions

Excess TFSA contributions are subject to a 1% tax per month. If the CRA suspects that the excess contributions were deliberate,
a 100% tax will be levied on income earned on these contributions. There is no special procedure to withdraw excess
contributions; i.e., a regular withdrawal must be made. The withdrawal of excess contributions will not allow the holder to
accumulate new contribution room.

Example:
Michael opened a TFSA on February 6, 2009 and contributed $5,000. On March 3rd, 2010, he contributed $7,000. As
Michael’'s TFSA contribution room was only $5,000 at the beginning of 2010 (the contribution limit for that year), he had an
excess TFSA amount of $2,000 in his account due to the $7,000 contribution made on March 3rd. On May 17th, 2010,

Michael withdrew $3,200 from his TFSA. Thus, his TFSA account was no longer in excess and $1,200 could be added to his
TFSA in 2011.

= The tax payable would therefore be: Excess x 1% x number of months = $2,000 x 1% x 3 months= $60

Note that the application of this special 1% tax may cease when the taxpayer has new TFSA contribution rights.
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Withdrawals

TFSA withdrawals may be made at any time, for any reason, and are not taxable. The total amount of the withdrawals may be
recontributed to the TFSA in the following or subsequent years (due to the increase in contribution room). Hence, a TFSA
withdrawal restores contribution room, which is not the case for RRSP withdrawals.

Plan’s maturity date

Unlike an RRSP, where you must terminate the plan when reaching 71 years of age, there is no termination date for a TFSA. The
TFSA, therefore, offers seniors aged 71 and over a tax-free savings vehicle.

Differences between a TFSA and an RRSP
Both plans offer fiscal benefits but have significant differences:

= RRSP contributions are deductible for income tax purposes unlike those made to a TFSA.

= RRSP withdrawals are added to income, are taxed at the current rate, and do not result in restored contribution room. TFSA
withdrawals and income do not raise any tax implications, i.e., they are tax-free. Moreover, TFSA contribution room may be
restored after a withdrawal. For more information, please visit the CRA website:

https://www.canada.ca/en/revenue-agency/services/tax/individuals/topics/tax-free-savings-account.html?=sInk

Miscellaneous

NR4 slip (federal) — Statement of Amounts Paid or Credited to Non-Residents of Canada

Non-residents of Canada will receive a NR4 stating the gross investment income, the tax withheld (if applicable) as well as
withdrawals from registered accounts. Usually, the withholding tax will be considered a final tax and the non-resident should not
be required to file a Canadian income tax return unless he or she is in a special situation.
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FAQ — Tax Slips and Miscellaneous

Q: Why were there withholdings on my registered account when income paid into this account is not
taxable?

A: It is true that income is not taxed in a registered account. There are, however, withholdings on U.S. source income paid
into an TFSA, RESP or registered disability savings plan (“RDSP”). These are considered "non-registered vehicles", and
therefore taxable, by U.S. tax authorities. The withholdings associated with these accounts cannot be recovered through the
Canadian foreign tax credit mechanism. Note that the treatment is different for RRSP/RRIF accounts: no withholding tax will
be levied for these since the United States recognizes Canadian RRSPs and RRIFs as having non-taxable "registered plan"
status. Thus, in accordance with the tax treaty between Canada and the United States, money or investments held in an
RRSP/RRIF continue to grow tax-free as long as no amounts are withdrawn.

The withholding rate may differ according to the documentation that you provide at account opening, as well as your country
of residence. The tax treaty between the United States and certain countries, including Canada, provides the right to a
reduced withholding rate. To be eligible for the treaty's preferential tax rate, you must provide documentation establishing
your place of residence, i.e., the IRS' Form “W-8BEN” or any other acceptable document. We strongly recommend that you
contact your Advisor to determine the forms required for your specific situation. If you do not fill in the required
documentation, the maximum withholding rate of 30% will be applied to all U.S. source income paid into your non-registered
accounts, TFSAs, RESPs and RDSPs. The withholding is remitted to the U.S. tax authorities and is generally considered a
final tax. Therefore, you do not need to file a U.S. tax return (Form 1040NR or Form 1040) unless you need to file one for
another reason, or there is reason to believe that you will be able to recover a withheld amount from the U.S. tax authorities.

Deduction for carrying charges and interest expenses in non-registered accounts

Carrying charges and interest expenses are deductible within certain limitations. Here is a brief summary of these:

A) Federal
As outlined by CRA on their website:

https://www.canada.ca/en/revenue-agency/services/tax/individuals/topics/about-your-tax-return/tax-return/completing-a-tax-
return/deductions-credits-expenses/line-221-carrying-charges-interest-expenses.htmi

Line 22100 — Carrying charges and interest expenses
Note: Line 22100 was line 221 before tax year 2019.

Claim the following carrying charges and interest you paid to earn income from investments:

=  Most interest you pay on money you borrow for investment purposes, but generally only if you use it to try
to earn investment income, including interest and dividends. However, if the only earnings your investment
can produce are capital gains, you cannot claim the interest you paid.

B) ATTENTION: Quebec

The eligible investment expenses (e.g., interest expenses or carrying charges) are limited by the amount of your investment
income. Note that in the event that you cannot claim your investment expenses in the current year, they can be carried over to
reduce your net investment income earned in the previous three years or in any subsequent year (i.e., when you will earn
investment income).

See Revenu Québec site:

= https://www.revenuguebec.ca/en/citizens/income-tax-return/completing-your-income-tax-return/completing-your-
income-tax-return/line-by-line-help/201-to-260-net-income/line-231/

=  https://www.revenugquebec.ca/en/citizens/income-tax-return/completing-your-income-tax-return/completing-your-
income-tax-return/line-by-line-help/201-to-260-net-income/line-260/
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Disclaimer — The information is provided with the understanding that National Bank of Canada (“NBC”) is not herein engaged in
rendering legal, accounting, tax or other professional advice. While we have made every attempt to ensure the information
contained in this document is reliable, NBC is not responsible for any errors or omissions, or for the results obtained from the use
of this information. All information is provided "as is," with no guarantee of completeness, accuracy, timeliness or as to the
outcome to be obtained from the use of this information, and is without warranty of any kind, express or implied. Prior to making
any decision or taking any action, you should consult with an accounting, tax, legal or other professional advisor.

You agree to release National Bank of Canada (“NBC”), its affiliates, employees, agents, representatives, officers and directors,
even in case of gross negligence or misconduct on the part of NBC or the latter, from and against all liabilities, claims, losses
and/or damages (including legal fees and expenses) and from all proceedings, claims or any other cause of action as to the
accuracy of the information herein (as well as in the mentioned documents and statements) and the tax impacts resulting from
their use.

© 2020 National Bank of Canada. All rights reserved. Any reproduction in whole or in part is forbidden without prior consent from
National Bank of Canada.

National Bank of Canada (NBC) is a public company listed on the Toronto Stock Exchange (TSX: NA).

NATIONAL
BANK




	Table of Contents
	Disclaimer
	Introduction
	Useful Links
	Canada Revenue Agency (CRA):
	Revenu Québec:

	Mailing Deadlines for the Various Tax Slips
	T3 Slip – Statement of Trust Income / Relevé 16
	Summary of Trust Income
	FAQ –T3 Slip

	T5 Slip – Statement of Investment Income / Relevé 3
	Dividends from taxable Canadian corporations
	Foreign income
	Interest on linked notes
	Accrued interest
	Investment Income Summary

	T5008 Slip – Statement of Securities Transactions / Relevé 18
	How is the capital gain or loss calculated?
	Proceeds of disposition
	Commissions or fees
	How to calculate the ACB of a mutual fund
	Settlement date vs transaction date
	Conversion to Canadian dollars
	Linked notes
	FAQ –T5008 Slip / Relevé 18

	RRSP
	RRSP contribution slips
	Spousal or common law partner’s RRSP
	Excess contribution
	Withdrawal of excess contributions

	RRSP or RRIF Withdrawal – T4RSP and T4RIF Slips (federal) and Relevé 2 (Quebec)
	Attribution rules: Calculation of the amount to be included in your income and in the income of your spouse or common-law partner
	Exceptions

	Transfer of a RRIF/LIF to an RRSP/LIRA
	RESP Withdrawal – T4A Slip (federal) / Relevé 1 (Quebec)
	Tax-Free Savings Account (“TFSA”)
	Eligibility
	Annual TFSA contribution limit
	Excess contributions
	Withdrawals
	Plan’s maturity date
	Differences between a TFSA and an RRSP

	Miscellaneous
	NR4 slip (federal) – Statement of Amounts Paid or Credited to Non-Residents of Canada

	FAQ – Tax Slips and Miscellaneous
	A) Federal
	Line 221 – Carrying charges and interest expenses
	B) ATTENTION: Quebec




