APPENDIX D
Proposed Amendments to Companion Policy 31-103 CP

Registration Requirements, Exemptions and Ongoing Registrant Obligations

The Canadian Securities Administrators are publishing changes to the Companion Policy for comment. The changes would
come into effect on the implementation of the corresponding changes to the Rule.

nsolidation of NI 31-103 published on February 28. 2012,

14.2 Relationship disclosure information

: t relationshi_disel informati

There is no prescribed form for the relationship disclosure information required under section 14.2. A registered firm may
provide this information in a single document, or in separate documents, which together give the client the prescribed
information. |f a client consen livery of men n be m in electronic form ir mail lient or through clien

he |nformat|on that is dellvered under subsections 14.2 1 2 or 5 We expect a flrm to have 0I|C|es and rocedure

requiring its registered individuals to demonstrate they have done so. What is considered “sufficient” will depend on the
circumstances, including a client’s understanding of the delivered documents.

Promoting client participation

Registered firms should help their clients understand the registrant-client relationship. They should encourage clients to actively
participate in the relationship and provide them with clear, relevant and timely information and communications.

In particular, registered firms should_help and encourage clients to:




o

regrstered—mdmduals—ae%g#er—the—ﬂnm—@hems—sheutd—promptly |nform the flrm of any change to
their information that could-reasenably result in a change to the types of investments appropriate for
them, such as a change to their income, investment objectives, risk tolerance, time horizon or net

worth-
) Be informed. Clients should be
o helped to understand the potential risks and returns on investments
o] ncour refully review sales literature provi he firm
o
consult professronals such asa Iawye or an accountant for Iegal or tax advice:, M;er_e_agm
. Ask ions. Clients shoul ncour
o] o-Ask—guestions—Clients—should—ask—questions—and-request information from the firm to resolve

gquestionsconcerns about their account, transactions or investments, or their relationship with the firm
or a registered individual acting for the firm-

9
hetdmgs—and—pe#ermanee— eview all account documentatron Qrowded b¥ the firm
o regularly review portfolio holdings and performance

he flrm by any other party. We exgect thls dlsclosure to include all charges a cllent ma¥ pay during the course of holdlng
particular investment.

A reglstered firm’s charges to a cllent and the comgensatlon it may receive from third gartres in respect of the client will vary

accounts n‘ it is not relevant to the cllent s srtuatlon

“Operating charge” is defined broadly in section 1.1 and examples include (but are not exclusive to) service charges
admlnlstratlon fees safekeeglng fees, management fees! transfer fees, account closrng fees, annual regrstered glan fees and

“Transaction charges” is also defined broadly in section 1.1 and examples include (but are not exclusive to) commissions

transaction fees, switch or change fees, performance fees, short-term trading fees, sales charges or redemption fees, and
foreign exchange spreads that are paid to the registrant.

where a charge |ncIudes sales tax, or segaratel¥ dlsclose the comgonents of the charge Wrthholdlng taxes would not be
considered a charge.

Providing general information on charges is appropriate at the time of account opening. However, section 14.2.1 requires that
for reqistered firm n_instruction from lien rh Il ri he firm m rovide mor: ifi

how the¥ max affect the |nvestment



he man ment expense rati

the sales charge or deferred sales charge option available to the client and an explanation as to how such
har work. This means registered firms shoul vi lients that m | fun Id on ferr |
h i i h i h appli lini |

mmission, or other em f

e
-}
=
5

any options regarding front end loads
any fees related to the client changing or switching investments (*switch or change fees”)

Registrants may also wish to explain to clients that trailing commissions are included in the management fees that are charged
heir investment fun nd are n itional char i he clien he registrant.

eglstrant WI|| be affected by this. For examQIe the management fee Qald bx a client on the Qortlon of a managed account
related to mutual fund holdings may be lower than the overall fee on the rest of the portfolio.

r nfirmations under ion 14.12

client statements under section 14.14

annual report on charges and other compensation under section 14.15
. E ! . :

Registered firms must deliver the annual report on charges and other compensation and investment performance reports with a
client statement or incorporate them directly into the client statement so that the client receives one comprehensive reporting
package on an annual basis. We encourage as a best practice the delivery of client statements that directly integrate the annual
reports on charges and investment performance.

We expect registered firms to ensure that clients know how their investments will be held (for example, by the firm in nominee

name or at an issuing fund company in client name) and understand the different implications that this will have for them in such
matters as client reporting, investor protection fund coverage and custody of their assets. If a registered firm trades in exempt

r for lient, the firm should al xplain _the r ns why it is n Iwi ibl rmin market value for
r Id_in the exempt mark r whether the client still owns th ri nd the implications that this may have for
; = ! —
~ inf .

Paragraph 14.2(2)(1) requires registrants to provide their clients with a copy of their KYC information at the time of account
ogenlng We would expect reglstered flrms to also growde a descngtlon to the cllent of the vanous terms which make up the

investment knowl risk tolerance in rmining investmen itabili

Paragraph 14.2(2)(m) requires registered firms to provide clients with a general description of investment performance

benchmarks, the factors relevant to their use with reference to the client's own investments and any options the firm may offer

for providing benchmark information to the client. Other than this general discussion, there is no requirement for reqgistered firms
rovi nhmrklnfrm lien NnhI n firm ractice. In _particular, w




benchmarks is set out in this Companion Policy at the end of the discussion of the content of investment performance reports
under section 14.17.

ubsectlon 1425 rowdes that only limited relationshi dlsclosure |nformat|0n must be dellvered by a dealer whos

For non-managed accounts, section 14.2.1 requires disclosure to a client of charges specific to a transaction prior to the
acceptance of a cllent s instruction. This dlsclosure is not reguwed to be in writing. Oral dlsclosure of charges is sufficient for the

the redemgtron of the securlt;g and the schedule that Would apply if it is sold W|th|n the t|me period that a deferred sales charg
would be applicable, must be presented. The actual amount of the deferred sales charge, if any, would need to be disclosed
once the security is redeemed. For the purposes of disclosing trailing commissions, the dealing representative may draw
attention to the information in the prospectus or the Fund Facts document if that document is provided at the point of sale.

amount.
Switch or change fees

We consider that growdlng clients with adequate dlsclosure of the charges at the time of a transactlon will also help cIrents to b

We are of the view that a registered firm should not switch the client’s investment in the same fund from units sold on a deferred
sales charge basis when the charge period has lapsed to those sold on a sales charge basis in order to generate a higher
amount of tralllng commlssmns with no corresgondlng financial beneflt to the client. Also, a reglstered firm should not SW|tch the

We expect all changes or switches to a client’s investments to be accurately reported on trade confirmations by reporting each
of the purchase and sale transactions making up the change or switch, as required in section 14.12, with a description of the
associated charges.

ion 14.11.1(1 r ir he market val f an_investment fund, not li n_an _exchan rmin

by reference to the settlement price on the relevant date or last tradrng day prior to the relevant date



For other securities, a hierarchy of valuation methods that depend on the availability of relevant information is prescribed.
Registrants are required to act reasonably in applying these methodologies and we understand that this process will often
require a registrant to exercise professional judgement.

egorts or |nter dealer guotes

We recognize that it is not always possible to obtain a market value by these methods. In such cases, we will accept a valuation
QO|IC¥ that is conS|stentI¥ applied and includes procedures that assess the reliability of any valuatlon inputs and assumgtlons If

( J ng e.g ] ng D\ [ )
unobservable in uts are concepts under Internatlonal Fmanmal Reportin Standards IFRS and we ex ect them to be al Iled
consistent with IFRS.

Subsection 14.11.1(3) provides that where the reqistered firm reasonably believes that no reliable market value can be
rmin he firm m r rt that no val n rmin nd th rity m n incl in th Iculation of th

If the market value for a security subsequently becomes determinable, a registered firm must begin to report it in client
statements and add that value to the opening market values or deposits included in the calculations in subsection 14.17(1). This
would be expected if the firm had previously assigned the security a value of zero in the calculation of opening market values or
degosns because it could not determlne the securlt;gs market value as reguwed by subsectlon 14. 17(7) This Would reduce the

14.12 Content and delivery of trade eonfirmationconfirmations

Section 14.12 requires registered dealers to deliver trade confirmations. A dealer may enter into an outsourcing arrangement for
the sendingdelivery of trade confirmations to its clients. Like all outsourcing arrangements, the registrant is ultimately
responsible for the function and must supervise the service provider. See Part 11 of this Companion Policy for more guidance
on outsourcing.

les in fi . o

Under paragraph 14.12(1)(b.1), registered dealers must provide the vield of a fixed income security on trade confirmations. For

non-callable fixed income securities, the yield to maturity would be appropriate. For callable securities, the yield to call may be
more useful. Paragraphs 14.12(1)(c.1) and (c.2) require disclosure of the total amount of compensation paid to dealin

regresentatlves of the firm. There i is no regwrement for the specific dlsclosure of other comgensatlon embedded in the price of a

hat there may in f itional ler firm compensation em in the pri f th ri

14.14  AecountClient statements_and security holder statements

Section 14.14 requires registered dealers and advisers, other than scholarship plan dealers, to deliver statements to clients at
least once every three months. A register ler, other than a m | fun ler or scholarshi
i | . X = - T —.

. ion 14.14(5) relatin ran ions in the reportin ri

subsection 14.14(6) relating to securities held in an account of the client



Consistent with the guidance on clear and meaningful disclosure to clients in section 1.1 of this Companion Policy, we expect

registrants to present client statements in an understandable manner and to explain, if applicable, what securities are included in
each of the three sections of the client statement.

If a client has more than one account with a registered dealer or adviser, and the registered firm sends the client separate client
statements for each of those accounts, the firm should include the information required under subsection 14.14(6.2) concerning
any securities of the client which it does not hold in the statement for the account through which those securities were
transacted.

There are similar requirements in subsections 14.14(8), (9), (10) and (11) tailored to the situation where a security holder on the
records of a registered investment fund manager has no dealer or adviser of record.

The requrrement to produce and dellver aR-accounta client Qllent statement may be outsourced.

—Third-party pricing providers may also be
used to value securrtres for the purpose of aeeeuntcirent statements ere all outsourcing arrangements, the registrant is
ultimately responsible for the function and must supervise the service provider. See Part 11 of this Companion Policy for more
guidance on outsourcing.

ost on an aggregate baS|s for each securrtg gosmon or on an average per securrt;g baS|s Book cost |nf0rmat|0n will growd
investors with a meaningful comparison to the market value of each security position and give them a more accurate view of the
capital appreciation or depreciation of their investment in those securities.

in he r |rnf|rmhmrkvl ign h riti h . h nW received in frnf

For an existing account where security cost records are incomplete or known to be inaccurate, the market value as at the
implementation] date or an earlier date may be used as the initial book cost, provided that the date and value selected for the
security is applied consistently to all client accounts for which cost information is incomplete or inaccurate. If the market value
cannot be reliably measured for a security position, the cost information should be reported as not determinable.

Firms must include in client statements a definition of book cost where that term is first used. Firms can comply with that
requirement by making reference to a definition in a footnote.

definition of operating and transaction charges

Scholarship plans often have enrolment fees payable in instalments in the first few years of a client's investment in the plan.
Paragraph 14.15(1 requires that scholarship plan dealers include a reminder of the unpaid amount of any such fees in their

| reports on char nd other compensation.



Where amounts such as referral fees, success fees on the completion of a transaction or finder’s fees are paid by a third party to
aregistered firm or any of its reqgistered individuals in relation to a client of the firm, those amounts are reported under paragraph
14.15(1)(q).

Registered firms may want to organize the annual report on charges and other compensation with separate sections showing
the charges paid by the client to the firm, and the other compensation received by the firm in respect of the client’'s account.

A performance report must be provided to clients every 12 months as part of, or together with, the client statement. We expect
registered firms will give this information sufficient prominence among their client reporting materials so that a reasonable
nvestor can readily Iocate it. For examgle! the prominence of thls |nformat|on may be enhanced b¥ putting this |nformat|on on

rests with the reglstered flrm W|th the cllent -facing relatlonshlg For examQIe! |f a reglstered adV|ser has dlscretlonar¥ authontx
over a client’'s account at a registered dealer, the adviser must provide the client with an annual investment performance report;

this is not an obligation of the dealer that only executes adviser-directed trades or provides custodial services in respect of the
client’'s account.

a sugglemental regort! in addltlon to reports reguwed under sectlon 14 16.

With respect to performance reporting on client name securities, for a client with more than one account, the registrant should
attach the client name reporting to the account through which the securities were transacted.

regmrements is to make the |nf0rmat|0n as understandable to |nvest0rs as QOSSlbIe

To help investors get the most out of their investment performance reports and encourage informed discussion with their
registered dealing representative or advising representative, we encourage registered firms to consider including:

additional definitions of the various performance measures used by the registrant

i ion with clien what the information mean hem

Registered representatives are also encouraged to meet with clients, as part of an in-person or telephone meeting, to help
ensure they understand their investment performance reports and how the information relates to the client’s investment
objectives and risk tolerance.

As part of paragraph 14.17(1)(a), registered firms must disclose the opening market value of cash and securities in the client's
account as at the beginning of the 12 month period preceding the date of the investment performance report, as well as the
opening market value at account opening. The opening market value of cash and securities at account opening may be zero.
For gre-existing accounts, if the market values for all deposits, W|thdrawals and transfers since account ogenlng are not




cases and for purposes of calculating the change in value of the account since inception, the opening market value at the
implementation date and the deposits and withdrawals since the implementation date will be used.

Under paragraphs 14.17(1)(d) and (e), reqistered firms must also disclose the market value of all deposits and transfers of cash
n rities into th nt, and the market val f all withdrawals and transfers of h an riti f th n

avallable for all dersrts! W|thdrawals and transfers since account ogenlng, the market vaIue of aII degosns and transfers of cash
and securities into the account, and the market value of all withdrawals and transfers of cash and securities out of the account

since [implementation date] are required to be disclosed.

] nad ] ANA
total of ogemng market value Q|US deposits less W|thdrawals since |ncegt|on The change in the vaIue of the account for the 12
month period is the difference between the closing market value of the account and total of opening market value plus deposits
less withdrawals during the period. Where market values since inception are not available, registered firms are required to
disclose the change in value of a client’s account since the implementation date.

nerally, the change in value i rfI ion _of the mark rforman fh nt and incl mponen h

account. Rather than show the change in value as a smgle amount reglstered firms may ogt to break thls out into its
components to provide more detail to clients.

othe required Informatlon calculated on a doIIar Welghted basis. In such cases the f|rm should take care to av0|d cI|en
confusion over the two sets of performance information.

A scholarship plan dealer is also required under paragraph 14.17(4)(d) to provide a summary of any terms of the plan, which if

not met by the client or the client’s designated beneficiary under the plan, may cause the client or the designated beneficiary to
suffer a loss of contributions, earnings or government contributions in the plan. The disclosure here is not intended to be as
detalled as the dlsclosure at account opening. It is |ntended to remlnd the client of the unlgue rrsks of the plan and the ways in

dealer ma¥ meet obllgatlons to dellver annuaI |nvestment Qen‘ormance regorts by drawmg attentlon to the plan’s dlrect mailing of
reports to a client by the plan’s administrator.



I T E .

The use of benchmarks for investment performance reporting is optional. There is no requirement to provide benchmarks to
clients in any of the reports required under NI 31-103.

However, we en r registran nchmarks th re relevan lien

eglstrant could dlscuss the dn‘ferences between the comgosnlon of a client's QOI’thhO that reflects the |nvestment strateg;g they
have agreed upon and the composition of an index benchmark, so that a comparison between them is fair and not misleading. A
discussion of the impact of operating charges and transaction charges as well as other expenses related to the client’'s
investments would also be helpful to clients, since benchmarks generally do not factor in the costs of investing.

If a registered firm chooses to present benchmark information, the firm should ensure that it is not misleading. We expect
registrants to use benchmarks that are

. discussed with clients to ensure they understand the purpose of comparing the performance of their portfolio
to the chosen benchmarks and determine if their information needs will be met

e e
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applied consistently from one reporting period to the next for comparability reasons, unless there has been a
change to the pre-determined asset classes. In this case, the change in the benchmark(s) presented should

i with the client and incl in the explanatory n long with the r ns for the chan




Client name

Address line 1
Address line 2
Address line 3

COMPANION POLICY APPENDIX D

[Name of Firm]
Annual Charges and Compensation Report

Your Account Number: 123456

This report summarizes the compensation that we received directly and indirectly in 20XX. Our compensation comes
from two sources:

1.

2.

What we charge you directly. Some of these charges are associated with the operation of your
account. Other charges are associated with purchases, sales and other transactions you make in the
account.

What we receive through third parties.

Charges are important because they reduce your profit or increase your loss from investing. If you need an explanation
of the charges described in this report, your representative can help you.

Charges you paid directly to us

RSP administration fee $100
Total charges associated with the operation of your account $100
Commissions on purchases of mutual funds with a sales charge $101
Switch fees $45
Total charges associated with transactions we executed for you $146
Total charges you paid directly to us $246

Compensation we received through third parties

Commissions from mutual fund managers on purchases ofmutual funds $503
(see note 1)
Trailing commissions from mutual fund managers (see note 2) $286
Total compensation we received through third parties $789
Total charges and compensation we received in 20XX $1,035
Notes:
1. When you purchased units of mutual funds on a deferred sales charge basis, we received a commission from

the investment fund manager. During the year, these commissions amounted to $503.
During the year, we received $286 in trailing commissions on mutual funds you held in your account.

Investment funds pay investment fund managers a fee for managing their funds. The managers pay us
ongoing trailing commissions from that management fee for the service and advice we provide you. The
amount of the trailing commissions depends on the sales charge option you chose when you purchased the
fund. You are not charged the trailing commission or the management fee. But, as is the case with any
investment fund expense, trailing commissions are likely to affect you because, in most cases, they reduce
the amount of the fund’s return to you. Information about management fees and other charges to your
investment funds is included in the prospectus or Fund Facts document for each fund.



Our current schedule of operating charges

[As part of the annual report of charges and compensation, registrants are required to provide their current operating
charges that may be applicable to their clients’ accounts. For the purposes of this sample document, we are not providing

such a list.]



COMPANION POLICY APPENDIX E

Your investment performance report For the period ending December 31, 2030
Investment account 123456789

Client name

Address line 1
Address line 2
Address line 3

Amount invested
means opening
market value plus
deposits
including:
e the market value

of all deposits
and transfers of
securities and
cash into your
account, not

or dividends
reinvested.

Less withdrawals

including:

o the market value
of all withdrawals
and transfers out
of your account.

This report tells you how your account has performed to December 31, 2030. It can help you
assess your progress toward meeting your investment goals.

Speak to your representative if you have questions about this report, It is important that you tell
your representative if your personal or financial circumstances have changed. Your
representative can recommend adjustments to your investments to keep you on track to meeting
your goals.

Total value summary

Your investments have earned $36,492.34 since you opened the account
Your investments have earned $2,928.85 during the past year

Amount invested since you opened
your account on March 1, 2018 $16,300.00
Market value of your account on December 31, 2030 $52,792.34

$60,000
$50,000 -
$40,000 -
$30,000 -
$20,000 -
$10,000 -

$0 .
Amount invested since Market value of account
March 1, 2018 on Dec. 31, 2030

Change in the value of your account

This table is a summary of the activity in your account. It shows how the value of your account has changed
based on the type of activity.

Since you opened

Past year your account
Opening market value $51,063.49 $0.00
Deposits $4,000.00 $21,500.00
Withdrawals $(5,200.00) $(5,200.00)
Change in the market value of your account $2,928.85 $36,492.34

Closing market value $52,792.34 $52,792.34




What is a total
percentage return?
This represents
gains and losses of
an investment over
a specified period of
time, including
realized and
unrealized capital
gains and losses
plus income,
expressed as a
percentage.

For example, an
annual total
percentage return of
5% for the past
three years means
that the investment
effectively grew by
5% a year in each of
the three years.

Your personal rates of return

The table below shows the total percentage return of your account for periods ending December 31, 2030.
Returns are calculated after charges have been deducted. These include charges you pay for advice,
transaction charges and account-related charges, but not income tax.

Keep in mind your returns reflect the mix of investments and risk level of your account. When assessing
your returns, consider your investment goals, the amount of risk you're comfortable with, and the value of
the advice and services you receive.

Past Past Past Since you opened
Past year 3years 5years 10 years your account
Your account 5.80% -1.83% 2.76% 8.07% 11.07%

Calculation method
We use a dollar-weighted method to calculate rates of return. Contact your representative if you want more
information about this calculation.

The returns in this table are your personal rates of return. If you have a personal financial plan, it will contain a target rate of
return, which is the return required to achieve your investment objectives. By comparing the rates of return you actually
achieved (shown in the table) with your target rate of return, you can get see whether you are on track to meet your investment
objectives. Contact your representative to discuss your rate of return and investment objectives.



