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= Model objectives

= |nitial conceptual model

= OSC/ CSA policy development

= “Direction Document” model

=  SRO policy development to date

= Specific draft proposals
1. Account opening and client relationship
2. Performance reporting
3. Account risk disclosure

= Planned rulemaking consultation process
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1&" CRM - Model objectives
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= To make clear the roles and responsibilities of both the
financial services provider / advisor and the client
irrespective of the type of account relationship (i.e.,
advisory, managed, order execution only)

= To make transparent all dealings the financial services
provider / advisor has with the client, both at the time of a
transaction and on an ongoing basis (including the essential
features of individual investments, risk, compensation and
account performance)

= To manage and/or disclose financial services provider /
advisor conflicts

Tracking the Client Relationship Model through the three stages of a relationship

Stage 1: Relationship Formation
{Account Opening)

» Fair Dealing Document

» Educational video

* Information Sheets

Stage 2: Transaction

(Occasional)

» Transaction Summaries

= Confirmations

»  Full compensation
transparency

Stage 3: Relationship
Maintenance (Continuous)
*  Account statements

*  Account monitoring
resporsibiiities e.g alers
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1#!,&"’ CRM — OSC / CSA policy development
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= Fair Dealing Model (FDM) commenced in February 2000
with the establishment of an OSC Fair Dealing Model
Committee

= The core ideas of FDM were presented in April and May
2002 at a series of focus group meetings; focus groups
were comprised of industry participants with compliance,
marketing and operations expertise

=  Committee work culminated in the publication of the FDM
Concept Paper in January 2004

=  OSC Working Groups met during the first half of 2004 to try
the flesh out the rulemaking required to implement the FDM
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= CSA adopted FDM in September 2004 as part of the
Registration Reform Project

= Three CSA FDM Working Groups were established to deal
with:
1. Account opening documentation
2. Costs, conflicts and compensation transparency
3. Performance reporting

= The Working Group direction documents were finalized and
approved by the CSA in May 2005

= The FDM was re-branded as the Client Relationship Model
(CRM) in August 2006
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1&" CRM - “Direction Document” model
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Effective revisions to conceptual model

Stage 1: Relationship Formation
{Account Opening)

»  Fair Dealing Document

-~ Edusationalvides

o lriboriion Shusls

Stage 2: Transaction

{Occasional)

A D R e

»  Confirmations

= Full compensation / cost
transparency

Stage 3: Relationship
Maintenance (Continuous)
= Account statements with

= Ajoint IDA/MFDA rulemaking committee, the SRO
Rulemaking Committee was established in June 2005

= To enable proper review of any rulemaking proposals, three
subcommittees were established as follows:

1. Compliance Subcommittee
2. Operations / Technology Subcommittee
3. Retail Sales Advisers / Managers Subcommittee

= SRO draft proposals relating to account opening and the
client relationship were approved by the SRO Rulemaking
Committee in May 2006

= SRO draft proposals relating to performance reporting were
approved by the SRO Rulemaking Committee in August
2006
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1&‘ CRM - Specific draft proposals relating to
jeadd

Account Opening and Client Relationship

Overview
= Focus of proposals is on the advisory account relationship

= Proposals would mandate that every client be provided with
a “Relationship Disclosure Document”

= Document requirements address:

= Information the firm/advisor will provide to the client and
other firm/advisor obligations

= Information the client should provide to the firm/advisor
and other client obligations

= Manner in which the information should be provided
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1&', CRM - Specific draft proposals relating to
jeadd

Account Opening and Client Relationship

Information the firm/advisor will provide to the client and
other firm/advisor obligations

= Relevant products/services available
= Investment risk factors to consider
= How services meet client’s objectives

= Extent of advisor/firm obligation to recommend investments
that are suitable

= Fees/charges/compensation to the advisor/firm
= Conflicts of interest
= Statement and performance reporting frequency

152

P-




A
l'!.b" CRM - Specific draft proposals relating to
1_ - Account Opening and Client Relationship

Information the client should provide to the firm/advisor
and other client obligations

= Advise of material changes

= Review account documentation
= Understand fees and costs

= State expectations

= Be aware of risk

= Review performance regularly
= Proactively resolve issues

B
l'!.b" CRM - Specific draft proposals relating to
1_ - Performance Reporting

Overview

Focus of proposals is to inform clients whether their:
= Current investments are making money

= Account has grown in value over time

= Account performance is satisfactory
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l'!.b" CRM - Specific draft proposals relating to
1_ - Performance Reporting

Proposed Account Cost Report

= Costinformation to be provided on a security position by
security position basis, book cost information along with a
market value comparative

= Frequency of disclosure: annually

= Format of disclosure: part of customer statement or
separately

= Security positions subject to the requirement

= positions held by Member firm for customer in nominee
name

= positions held by Member firm for the customer
physically in client name

= all customer account security positions for which the
Member firm continues to receive compensation “ﬁ_"'
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l'!.b" CRM - Specific draft proposals relating to
1_ - Performance Reporting

Proposed Account Cost Report (con't)
= Transitional arrangements

= New positions: Retain / disclose book cost information
as the security cost

= Existing positions: Book cost or market value
information retained / disclosed as the security cost

= |dentify costing method
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1 ', CRM - Specific draft proposals relating to
F

Performance Reporting

Proposed Cumulative Account Performance Report

= Information to be provided:

= Cumulative deposits
Cumulative withdrawals
Cumulative net investment amount
Cumulative income and capital gains realized
Account book value
= Account market value

= Frequency of disclosure - annually

= Format of disclosure - as part of customer statement or
separately

= Security positions subject to the requirement - same as
for Account Cost Report

-
-
-
-
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DA SECURITIES CANADIAN DOLLAR DEC. 31
DEALER CUMULATIVE ACCOUNT 2005
PERFORMANCE REPORT
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l'!.b" CRM - Specific draft proposals relating to
1_ - Performance Reporting

Proposed Account Percentage Return Report

= Percentage return information to be provided in
accordance with CFA Institute Global Investment
Performance Standards for past 1, 3, 5 and 10 year periods
and since account inception

= Benchmark return information to be provided where
appropriate
= Frequency of disclosure - annually

= Format of disclosure - as part of customer statement or
separately

= Security positions subject to the requirement - same as
for Account Cost Report

1%




DA SECURITIES CANADIAN DOLLAR DEC. 31

DEALER ANNUALIZED ACCOUNT 2005
RETURNS WITH BENCHMARK
COMPARATIVES
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l'!.b" CRM - Specific draft proposals relating to
1 - Account Risk Disclosure

CRM Recommendation: An advisory account client should
be provided with the necessary risk information to enable
them to perform their own account risk assessment

IDA Concern: How do you provide risk reports with
sufficient detail to enable a client to perform their own
account risk assessment?

IDA Draft Proposal relating to risk:

= Rather than risk disclosure the focus should be on
ongoing portfolio suitability, taking into account a
number of factors including risk

= Each Member firm must disclose its current suitability
review practices to clients in the Relationship Disclosure
Document

= Each Member firm must make available an advisor
account that includes a periodic suitability review 1@].
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F

process

= |nitial consultations with IDA/MFDA Compliance
Subcommittee, IDA/MFDA Operations / Technology
Subcommittee and IDA/MFDA Retail Sales Advisers /
Managers Subcommittee now complete for the account
opening and performance reporting proposals

= Advisor consultation held on August 16th and analysis of
written advisor feedback will be completed shortly

= |nitial drafts of account opening and performance reporting
proposals will be circulated at September meetings of the
CLS and the FAS and at subsequent District Council

meetings

= Final IDA committee/council approvals by the end of the
year

= Final IDA Board approval in January 2007 NS
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