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Background and
Research Objectives [T¥ACVM

The Canadian Securities Administrators [CSA] regulate capital markets in Canada.
The Council of ten provincial and three territorial securities regulators is committed to
fostering fair and efficient capital markets and to protecting investors from unfair,
improper, or fraudulent practice.

The CSA is working to improve sales disclosure for Canadian investors. As part of
this initiative, CSA developed Fund Facts for mutual funds, a plain language, two-
page summary of key information about mutual funds. This document provides a
basic description of a class or series of a specific fund, an explanation of expenses
and fees, and the investor’s rights. The document was tested with investors in 2006.
Since then a number of changes have been made and additional changes proposed.

The CSA requested document research to test retail investors’ understanding of the
proposed changes to Fund Facts with particular emphasis on risk disclosure and
performance reporting. Consistent with this focus, in both the qualitative and
guantitative research, online respondents were shown the entire document, but asked
to read only ‘what are the risks of this fund?’ ‘How has this fund performed?’ and
‘“Trailing Commission’. All investors were invited to scan the remaining sections of
Fund Facts and could revisit or scroll back through any sections they wished. No
changes were made to the document between the two stages of research.

ARC — Allen Research Corporation



Research Methodologies:
Qualitative Research [T.YACVM

21 one-on-one in-depth interviews, lasting 1 hour each, were completed:
= 13 in Metropolitan Toronto [English]
= 8in Montreal [French]

Demographically, respondents were well distributed by gender, age, income, and
occupation, including teachers, engineers, IT specialists, sales, government staff,
communications, a dental technician, translator, and technical accountant.

Demographics Total Toronto [English] | Montreal [French]
Total = 21

Men 11 7 4
Women 10 6 4

<49 years 10 5 5

>50 years 11 8 3

$30 - $49k 4 4 -

$50 - $99k 10 7 3

$100 - $149k ) 2 3
$150-$200k 2 - 2
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Qualitative Sample cont’d [T YACVM

= All participants were retail investors who hold some mutual funds and are the
decision maker or key influencer for investments in their household. They were
also screened for investment knowledge. The categories are self-reported.

Financial Total Toronto [English] | Montreal [French]
Background

Not very/not at all 7 4 3
knowledgeable

Somewhat/Fairly 10 7 3
knowledgeable

Very knowledgeable 4 2 2

Total 21 13 8

. Respondents were screened to give consideration to those who use members of
the Investment Industry Regulatory Organization of Canada [IIROC], both full
service and discount brokerage channels, and members of the Mutual Fund
Dealers Association [MFDA]. A few invest only through banks or insurance
companies, but many use a variety of institutions.

ARC — Allen Research Corporation



Research Methodologies
Qualitative Approach [SL.YACVM

 Document research was used to analyze the proposed changes to Fund
Facts with emphasis on the sections dealing with risk and performance
reporting.

 Some sections of Fund Facts were not tested to allow time for this detailed
analysis, but all sections were briefly reviewed so that respondents could
comment on the document as a whole.

 The document was tested in French and English.

« The report which follows [Section 1: Qualitative Research] uses the
English document as the basis for the main commentary. Reference is
made to the French document wherever differences occur. Both
documents can be found in the Appendix.
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Research Methodologies
Quantitative Approach [SL.YACVM

A random sample of 1603 Canadians from an online panel responded to an

invitation to participate in the research. This contact sample was weighted to
Statistics Canada data by age within sex within region. From this initial sample, the
final sample of 532 online respondents across Canada was screened according to
criteria given by the CSA:

Retail investors who —
Are men and women, aged 18 to 70 years

Are the person in the household responsible for or an equal decision maker
in the purchase of investments

Are holders of mutual funds

Have personal incomes of less than $200,000 or household incomes of
less than $300,000.

Respondents were identified to give consideration to those who use [IROC

members, both full service and discount brokerage channels, and MFDA members.

Respondents who advise or sell stocks, bonds, or mutual funds were screened out.

Interview dates: October 24 — October 26, 2012

ARC — Allen Research Corporation
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Distribution of Quantitative Sample [ELVACVM

= Mutual fund holders -- aged 18 to 70 years, who are decision makers or key
influencers for household investments and who do not sell or advise investors on
stocks, bonds or mutual funds and have personal incomes of less than $200,000 or
household incomes of less than $300,000 -- skew to men, aged 35 to 54 years. More
detailed demographics can be found in Section 2: 6.

% out of 100% Canada Mutual Fund
Gen pop 2010 Holders*

Men 49 56
Women 51 44

18 - 34 years 32 28
35 - 54 years 38 47
55-70 30 25
Maritimes/ 7 6
Labrador/Newfoundland

Quebec 23 15
Ontario 39 44
The West 31 35

*As defined above.
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Quantitative Results

[(1.YACVM

* In the summary tables, some columns may not add to 100% because of ‘don’t

knows’ or multiple mentions.

* Unweighted bases are given in the report for statistical testing. The margins of
error at the 95% confidence level for different random sample sizes are given

below.

Sample
size

50

100

150

200

300

500

+14.1

+10.0

+7.1

* For example, if the finding on a sample size of 500 is 50%, then there is a 95%
probability that the true answer falls between 45.5% and 54.5%.

ARC — Allen Research Corporation
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Overview [F.VYACVM

» Fund Facts is valued by both naive and sophisticated mutual fund investors. For
those less knowledgeable, it provides needed basic information, while for those
more knowledgeable, it offers a foundation to build on.

» Equally important, from the qualitative research, we know that it reflects well on the
financial adviser who offers it to clients and on the industry as a whole. Itis
regarded as honest and straightforward.

» Document research shows that Fund Facts is seen as well organized, uncluttered
and easy to read. The information it provides is important and expressed in plain
language. The graphs are helpful, the titles, colours, use of bolding and formatting
are appealing to investors. The length is acceptable.

» At the same time, from both research components, it is clear that enhancements
can be made to make Fund Facts as informative and appealing as possible.

» The qualitative research indicated some sentences and phrases that confuse some
retail investors. Some graphics and the locations of key information can be
improved.
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Overview cont’d [LI-¥YACVM

» The quantitative research shows very clearly that while mutual fund investors can
often ‘read’ Fund Facts accurately they do not always know how to apply this
information to their own decision making. They may misuse historical data to
predict future results. Implications need to be spelled out. There are some
paragraphs that mutual fund investors seem to ignore because of placement.

» The issue is less that of plain language than of ensuring the appropriate emphasis,
placement, and framework.

ARC — Allen Research Corporation
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Conclusions FI-VYACVM

This section of the report provides a high level summary of findings by Fund Facts
section and is drawn from both the qualitative and quantitative research. The findings
of the quantitative research support and enhance those of the qualitative research,
while the qualitative research often explains why the document has been misread.
Each summary is followed by conclusions and recommendations so that the reader can
follow the logic involved.

Page 1: What are the risks of this fund?

»Mutual fund investors understand fairly well the relationship between risk and return,
but they are less certain about how to apply this information to future performance and
investment decisions.

= QOverall 94% believe that this section explains the relationship between risk,
return and losses very clearly.

= More than eight out of ten mutual fund investors report that the value of a mutual
fund can go up or down, that higher risk usually means the chance of greater
losses and greater returns and vice versa. They also understand that risk may
affect the future performance of the mutual fund, though many seem to forget
this when responding to ‘How has this fund performed?’

ARC — Allen Research Corporation 17



Conclusions FIVYACVM

What are the risks of this fund? cont’d

» Problem areas
= 20% of mutual fund investors believe that some mutual funds carry no risk.
= 18% believe that level of risk can never change over time.

=  459% believe that the risk level tells whether or not the mutual fund will make or
lose money in the future.

= 18% cannot correctly identify the medium risk level of the mutual fund despite
the graph.

= Half of all retail investors [50%] are not very or not at all clear about what other
specific risks are.

= 83% want a brief explanation of other specific risks.

» As currently written, only 26% say they would rely only on Fund Facts to understand
the risk of this mutual fund.

=  70% would ask their adviser to explain the risks of the mutual fund to them; 50%
would read the Simplified Prospectus. Obviously some would take more than
one approach.

ARC — Allen Research Corporation



Conclusions FIVYACVM

What are the risks of this fund? Cont'd

» The qualitative research supports many of the points made above, but in addition
provides insight into why these issues arise:

1. Throughout the section, many investors who were interviewed wanted to know
what is generic and what refers to XYZ Fund.

2. Although it can be read and the relationship between risk, return, and losses
understood, the density of text and length of sentences in paragraph 3 make it
difficult.

3. The bar graph currently fails to communicate as a graph. Some see the arrow
simply as highlighting the mid-point of a system of generic risk levels.

ARC — Allen Research Corporation
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Conclusions FIVACVM

Page 2. How has the fund performed?
Bar Graph
» The bar graph was well liked, but it was not always interpreted as desired.

» Mutual fund investors clearly read the bar graph as an illustration of
performance, but do not always read it also as an illustration of risk.

» 94% - 96% agree that the bar graph helps them compare the past
performance of the mutual fund and GIC and that the mutual fund can
have higher and lower returns in different years.

ARC — Allen Research Corporation 20



Conclusions I-VACVM

» Problem areas
= In the qualitative research until prompted, few retail investors saw the
use of GIC data as a comparison intended to illustrate a safe
Investment.
= 39% believe it tells everyone the mutual fund is the better investment
for them.
= 18% believe it tells them how the mutual fund will perform in the future.

ARC — Allen Research Corporation 21



Conclusions IYACVM

From the qualitative research, there is evidence to understand why some of these
reactions have occurred.

»The qualitative research shows clearly that mutual fund investors focus on
performance in this section as directed by the title. They read the bar graph as
focused on performance and make few comments about risk or the risk-return
relationship. Some also thought the bar graph was for all mutual funds.

Worst and Best Returns

» Again mutual fund investors want this information and ‘read’ it correctly as historical
data, but do not understand the implications.

» 73% of mutual fund investors believe it is extremely or very important to see the
worst 3-months return for the fund; 66% also believe seeing the best 3-months
return is important.

ARC — Allen Research Corporation 22



Conclusions I YACVM

Average return
» 87% want to see the average return of the GIC.
» Problem areas

= 82% of mutual fund investors believe because the mutual fund has a higher
average return they should invest in it.

= 34% believe the worst return tells them how much they could lose in the future.
= 29% believe that they will earn 6.8% in the future if they invest in the mutual fund.
= 21% believe because the GIC has a return of only 1.6% no one should invest in it.

ARC — Allen Research Corporation 23



Conclusions FIVYACVM

Page 3: Trailing Commission

» Investors interviewed for the qualitative information struggled with this information.

They had not heard of a ‘Trailing commission’ and weren’t sure how it differed from
their adviser’s regular commission.

» In the quantitative research, eight out of ten mutual fund investors believe they need
to know about trailing commissions and understand well from this section that this
mutual fund pays a trailing commission to cover the services of the dealer and
adviser, and that it can influence a financial adviser’'s mutual fund recommendation.

> Problem areas

= 549% believe the trailing commission is in addition to all other fees.
= 25% believe it is a one-time payment.

ARC — Allen Research Corporation 24



Conclusions [I-YACVM

Words not understood in Fund Facts

» Mutual fund investors identified very few words they did not understand in Fund
Facts. With the exception of the other specific risks which many investors did not
understand clearly, the other words were cited by very few.

From qualitative and quantitative

research:

Specialized risk Annual compounded
Equity risk Worst returns

Active management risk Interesting strategies
Maturity amount Prospectus

» Although ‘dealer representative’ is the more accurate term, 91% of mutual fund
investors prefer the term ‘adviser’ to ‘dealer representative’.

ARC — Allen Research Corporation 25



Conclusions
) [ VYACVM
& Recommendations cont’d

Using Fund Facts

>

>

YV V VY

52% of mutual fund investors want Fund Facts sent to them before
meeting with their adviser.

33% want it to be presented by the adviser during the meeting but prior to
purchase.

Very few suggestions for improvement were offered.
Some like the document very much and want to see more like it. [7%]

Others wanted more detailed information, especially a further discussion
of risk. [5%]

Some asked for less or clearer information or more graphics. [2%)]

ARC — Allen Research Corporation 26
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1.0 Current Mutual Fund
Purchase Experience [ST¥ACVM

* Some of the retail investors interviewed in Montreal and Toronto buy mutual funds
through their banks. A few invest through insurance companies, while others use a
variety of institutions. There were also a few retail investors who do their own
investing.

* Many of those who use an adviser seem to have similar experiences. They learn
about the investment vehicle and purchase on the advice of their adviser in the
same meeting. The information their adviser gives them is paramount and trust is a
key part of the decision process. Some spoke of looking at material on the
computer while in the adviser’s office. Sometimes investors are given material to
take home to read, sometimes not. If given materials, many report that they read or
at least scan it. The amount of print material seen, however, seems limited.

* More cautious investors do some preparation before their meeting. They ask the
advice of friends and family, go on the Internet, or receive materials in advance
from their adviser which they read. Some more knowledgeable investors
mentioned using Morningstar, researching the investments they see on Morningstar
and the fund managers. Some also mentioned newspapers and business programs
on television as sources of information.

ARC — Allen Research Corporation
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Purchase Experience cont’'d [.VACVM

= Those seeking information report looking for what the fund invests in, how long it has
been established, and its historical performance record. They also look for some
sense of how risky the fund is, though they may deduce this based on the
investment mix shown. A number mentioned filling out a questionnaire to determine
their risk level. Several retail investors said that safety is their primary concern.

“The financial adviser knows more than | do.”

“The adviser recommends a fund, tells me the returns and rates and | trust
Manulife.”

“| feel comfortable because it's my bank.”
“I rely on my financial adviser. I've been with him for 15 years. He’s a friend.”

= |n this environment, few retail investors suggested any reservations or concerns
about the decision process. Nor could they identify any information they do not have
or cannot get. When asked about the process, one investor noted —

“I don’'t know what to ask.”

ARC — Allen Research Corporation
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2.0 Initial Impressions [FF-VYACVM
of Fund Facts

» Initial impressions of Fund Facts were positive in Toronto and Montreal.
Retail investors responded particularly well to the clear organization of the
different sections, the use of the pie chart and bar graph, and the colourful
presentation.

* There were also positive comments on the use of bolding and formatting
to highlight information, the clear titles, and the size of the font, although a
few wanted the font to be a little larger.

« Several retail investors also commented that there was enough white
space so that the document does not look cluttered. The section on risk is
an exception to this; the first column seems textually dense.

» Respondents were told that the document would appear on two pages
printed back and front. No one described it as too long.

» Sections that stood out as especially interesting were ‘What does this fund
invest in” and ‘How has the fund performed’. This immediate interest in
each case was largely driven by the graphics.

« Overall, retail investors thought that Fund Facts is easy to read. If given to
them by their financial adviser they all said that they would read it.

ARC — Allen Research Corporation



Initial Impressions cont’d [LI-¥YACVM

“I like the coloured graphs and that they break it into sections. It doesn’t
seem so dense.”

“It's clean, nice, well structured....It's not difficult to read. I've seen these
types of document often.”

“It looks pretty organized. | like the way it flows. It looks easy to read. I'd
read all the titles and then the section if interested.”

“It gives everything. A nice layout...fact sheet...Pertinent information at a
glance.”

“It doesn’t look complicated. It's better than the other information sheets
with a lot of small print. This is print | can see.”

“I like the green block....I can see what I'm reading.”

“It's relatively easy compared to other stuff I've read...more legible than
most.”

“It's very explanatory. It's laid out like a course, not what | got before.”

ARC — Allen Research Corporation 32



3.0 Fund Facts — Page 1

Overview

[(T.¥ACVM

FUND FACTS

X¥Z Canadian Equity Fund — Series B
q XYZ Mutual Funds fan Equity Fund _ »eries
Fund Code: XYZ123

This document contaies key information you should keow about XY Casadian Eqeity Fund You can find more details n he fend®s smpified
prospeces. Ask your dealer represastative for 2 copy, contact X7 Mutual Funds a 1-800- 555- 5556 or ivestinggoyr inds.mom, orvisit
www xyr fuads com.

Quick facks

Data sorias sred: March, 31, 2000 Fend mamage: X Mutual Fends
Daba fund started: Januay 1, 1996 Portfolio managar: Capital Aot Management Lid.
Tosal vales of Saries on jume 1, HOCK: 1150 milion  Distribations: Asnually, on Deoember 15
Tedal valee of fand on e 1, BEX: $lbilir  Misimam iwesment $:530 initial, §50 additional
Ml a2 e e e i (MER]: 139%

'What does this fund imeest in?
The fund invasis in Canadlon companies. Thay can be of any st and iron any indesing. The chars below give you 2 snapshaol of e
fends invesimnts on june 1, 000 The fend®s inv estments will diangs.

Tap 10 invastments (ane 1, KX mvestmeat mix (une 1, 2000

L. Reyal Bank of Canaia 7.9% adestry

2. TorsetoDominion Bank AL ) M fimncid wios 340
3. Camdan Katurl Resoues SHE W By TEEL
4. The Bank of Nova Scotia 4% ozt goods 16.5%
5. Cenovus Eneny Inc Erk B Busine sanvices EA%
:‘- :::::I"::B"“: i:::i B Feiecommunication 5
B. (Caradan imperia Bank of Conmee 2.0 frl m :::‘:; p—— :E
9. Manuilie Firandal Corporation FEL ) pr— . 1
10. Camasian Katiomal Ralway {omgary 1.9% “ﬁ:"““" = LI
The tzp LD investments make up 47% of the fuad. Consemer goods LE%

Tetal number of imvestments 53

A what are e risks of this Fund?
All Invesimenis invobve fiskes. Undersanding these sk can help you choes e righl fund foryoe.

inveestmsant risk W hen you invess I a fend, B valkss of your Otfhar spocifc risks. To usdorstand rik boltor, you may sk wznt o
et Can goown o el 5 Up. I SO SIS, Yo TRy ook al e spacic risks for Bk A an how ey conkd afior T vaiss.
S0 large changes v Al Thess chonges can heppon quicky. YT Mutucal Fans hizs ibontiliod thess bop risk Factors for e

YT Ml Fusds s required I e the lvel ol sk ISR, « Actiwe Mamagomeant Risk

Thwa sl ramges From L23w b High bassd on hiow the fed i . .

ezstoct e the vl of rick 2 rotum ok, In s s, Equity

2 lowar raiing maans iower risk and iower Fetems, with 2 lower * Spacialration Fisk

mﬁ;:ﬁ;ﬂ“ﬁﬂmmﬁw“ For 2 el fist of this fendts risk tactors and detals about e,
e o 50 Iz Risk socbion o the Fund’s Spified prospecie

1w T Rl Hen
necun M.

L T
Th risk catugoey shown is nat Tined and may changs seer tme.

The loerast cabagory doos 5ol mexan thoss i ne sk A fund that i
raiad on the low ond of S risk scale cn 581 eso mongy.

Page 1 and Page 2 of Fund Facts are
the pages most valued by retalil
investors. Together they contain most
of the information about the XYZ
Mutual Fund that potential buyers want
to know — what the fund invests in, its
historical performance, its level of risk,
and who it is intended for.

Quick Facts and the description of
investments are much liked.

On this page, the risk section is the
weakest section. It seems cluttered,
textually dense and requires repeated
reading to understand.

It is also less immediately valued since
investors are not sure it is about the
XYZ Fund. Throughout the document
the line between the generic and the
specific is often blurred.

ARC — Allen Research Corporation
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Fund Facts — Page 1 [(1.YACVM

= The first three sections of Fund Facts were not tested. Nevertheless when reviewed quickly
by the moderator, retail investors in Toronto and Montreal offered several comments:

4 FUND FACTS

1. Some respondents did not
j = . e - |~
% XYZ Mutual Funds XYZ Canadian Equity Fund — Series B

know what a ‘MER’ is.
2. ‘Distributions’ was interpreted

june 30, 2
Fund Cod 7123

This document contains key information you should know about XYZ Canadian Equity Fund. You can find more detaj
prospectus. Ask your dealer representative for a copy, contact X¥2 Mutual Funds at 1-B00-555-5556 or investh
wooww yzfunds.com.

ifi the fund’s simplified
@wyz funds.com, or visit

Quick facks

Date series started: March, 31, 2000 r XNZ Mutual Funds

Date fund startad: y Capital Assat Managament Ltd.
Totalvalue of series on june 1, 20000 53 i s Annually, on December 15
Totalvalue of fund on june 1, 2000(: %1 billion  Minimum immestment: $500 initial, $50 additional <
Management expense ratio (MER): 2.25%

What does this fund imvest in?

The fund irvests in Canadian companies. They can be of any size and from any industry. The charts below give you a snapshot of the
fund's investmants on june 1, 206X, The fund's investments will change.

Top 10 imestments (June 1, 200X) Investment mix (june 1, JOXX)
1. Royal Bank of Canada 7.5% Industry
A TGI(N'ID-} Dominion Bank 1% M Finanial services 38.0%
3. (anadian Natural Resources 5.8% M Enersy 26.6%
4. The Bank of Nova Scotia 41% | Industrial goods 16.5%
:. ;qnwu_'r. Energy Inc. 3.Th ] Eg.lsiness-ser.'ites 6.6%
. Suncor Energy Inc. 31% 0 @ Telecommunication 5%
7. Enbridgs Inc. 21% Y W |ardeare 1%
8. (anadian Imperial Bank of Commerce  2.9% o y ; - =
S elie ; I Haalthcare senvices 23%
9. Manulife Financial Corporation 7% CirTsaneT <o 21%
10. Canadian National Raibway Company 1.9% e : 1'9%;
I il
The top 10 investments make up 42% of the fund. Consumer goods 0.6%
Total number of investments 93
L)

as when the fund report
comes out or when itis
possible to buy more units.

. Some respondents

understood that the initial
investment required is $500,
but then guessed ‘$50
additional’ meant they would
owe $50 a month or
‘regularly’.

. A few investors wanted risk

level and average return of
the fund added to Quick
Facts.

ARC — Allen Research Corporation
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Page 1 cont’d

[(T.¥ACVM

FUND FACTS
' XYZ Mutual Funds XYZ Canadian Equity Fundn;‘fﬂiggg

Fund Code: XvZ123

This document contains key informaticn you should know about XYZ Canadian Equity Fund. You can find more details in the fund’s simplified
prospacius. Ask your dealer representative for a copy, contact X2 Mutual Funds at 1-B00-555- 5556 or investing@oyz funds.com, or visit
wowwwi yz funds_com.

Quick facts

Date series started: March, 31, 2000 Fund manager: KYE Mutual Funds
Date fund started: January 1. 1996 Portfolio manager: Capital Assat Management Ltd.
Total value of series on june 1, 2000(: 5350 million  Distributions: Annually. on December 15
Total value of fund on june 1, 200 %1 billion  Minimum imestment: $500 initial, $50 additional
Management expense ratio (MER): 2.7%%

What does this fund invest in?

The fund imvests in Canadian companios. They can be of any size and from any industry. The charts below give you a snapshot of the
fund's investmants on June 1, 208X, The fund's investments will change.

Top 10 investments (June 1, 200X) Investment mix (June 1, 20XX)
1. Royal Bank of Canada 7.5% Industry
Z Iotmb_:l-l]nminiun Bank 1% B Finaniial senvices. 340%
3 ?';:aﬂdua: Nla:'luml;esqurces 5.8:  Energy 16.6%
% WEaliom bt 1 I industrial goods 16.5%
z— ;’i"w”s Energy Inc. 37 I Business senices 6.4%
: ncor Energy Inc. 3% e B Telecommunication 5.9%
7. Enbrdge Inc. 31% m{&m‘_ﬂ 3?%'
8. (anadian imperial Bank of Commerce  2.9% F RN 5 T
e : M Hoalthcare services  2.3%
9. Manulife Financial Corporation 2.7% "
% ; ; Consumer senices 1%
10. Canadian Mational Raitway Company 1.9% TR 1%
I i
The top 10 investments make up 43% of the fund. Consumer goods 0.6%
Total number of investments 9 g
[ . |

Although not analyzed, the
section ‘What does this fund
invest in’ was among the
most valued sections.

Several retail investors had
seen this type of information
before. More knowledgeable
investors spent some time
studying the companies and
sectors to judge how risky
the fund is and how well
diversified it is. For several,
this was key information for
their investment decision.

The pie chart was much liked
as quick and easy to read
and colorful.

ARC — Allen Research Corporation
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What are the risks of this fund? - Tested
Retail investors agreed that the section on risk is very important and should be
retained. However, as a section it is textually dense and difficult to read. Several
respondents had to read the third paragraph two and sometimes three times

before they understood it.
First Column: "

Il what are the risks of this fund?
All investments involve risks dmnderstanding those risks can help you choose the right fund for yow.

Invvestment risk. Whenyou invest in a fund, the value ofyour
imvestment can go down aswell as up. In some Cases, you may

sea large changes invalue. These changes can happen quickly. \
| |

W2 Mutual Funds is reguired to rate the kevel of risk of its funds.
The scale rangas from Low to High based on how the fund is
invested and the level of risk and return involed. In most cases,

a lower rating means lower risk and lower retums, with 3 kower
chance of losses. A higher rating generally means higher risk
and higher retums, with a greater chance of kosing money.

L oW Low to '_'m Medium High
medipm ~ Wed to high

il P

'r;n.rn-rr-'u:- BT CRCR O st W Py bag b reaLms -m-m:ﬂ'm;
The risk category shown is not fixed and may change owver time.

The lowest category does not mean there is no risk. A fund that is
rabed on the low end of the risk scale can still lose money.

The first sentence stood out
as particularly important ‘All
Investments involve risks'.
The second was not always
fully understood.

The speed of change is an
important and sometimes
new concept.

The relationship between
risk, returns, and the
possibility of losses is
understood, but only with
repeated reading.

“Too many words.”

ARC — Allen Research Corporation
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First Column cont’d: = Many investors did not
/ realize that ‘medium’ applies
to the XYZ Canadian Equity
Fund. They simply saw the
black triangle as the mid-
point on the graph.

I what are the risks of this fund?
All investmants involve risks. Understanding those risks can help you choose tha right fund for ypd.

Investment risk. Whenyou investin a fund, the value ofyour
investment can go down as well as up. In some cases, you may
sea large changes invalue. These changes can happen quickly.

VI Mutual Funds is reguired to rate the level of risk of its funds.
The scale ranges from Low to High based on how the fund is
invessted and the level of risk and return involved. In most cases,
a lower rating means lower risk and lower retums, with a lower
chance of losses. & higher rating generally means higher risk
and higher retums, with a greater chance of kosing money.

» The labels on the X-Axis
were described as very
clear. Some suggested
dropping the text and

oW Lowio e agim g expanding the bar graph and

. — i _ the labels of the Axis as a
TrEnmmm—————— wenipem—m————— clear explanation. If larger a
The risk category shown is not fived and may change ower time.

+—> The lowest category does not mean there is no risk. A fund that is few would also add colour
rated on the low end of the risk scale can still lose money. coding to the graph.

—— Clear but unsure what to do with this statement. = A few wanted to know how
» The last two sentences are very important. risk is calculated.

Perhaps only these sentences should be
bolded -- “They are not trying to hide anything.”
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What are the risks of this fund?
Second column:

Other specific risks. To understand risk better, you may alsowant to
look at thie specific risks for this fund and how thiey could affect its vabue.
¥YZ Mutuwal Funds has identified these top risk faciors for the fund:

* Active Management Risk
* Equity Risk
+ Specialization Risk

For a full list of this fund®s risk factors and details about them,
see thd'Risk section of the fund's simplified prospectus.

» The idea of a ‘full list’ made
investors wonder just how many
risks there could be.

Some of the retail investors
interviewed were prepared to guess
what the three risks itemized here
mean, but none was sure.

Investors were frustrated by this lack
of knowledge and while some said
they would look the risks up, many
were unwilling to do so. If not
explained, they should be deleted,
leaving only the reference to the
simplified prospectus.

The idea of a ‘simplified prospectus’
also brought negative comments
especially in Montreal — “My God,
more? How much more detailed than
this can it be and still be called
simplified’?

ARC — Allen Research Corporation
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Overview
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|

L T XYZ Canadian Equity Fund — Series B

How has the fund perfermed?

Thiss et Shows you:

* |how tha fund has performesd over the past 10years

* s The fune"s MR COMpares b the wem of 2 one-yor Guaranbood vestmen Carficte (0L G0 dia i fon e Bk of Cnada

Nales
* This chan does mof toll yow how the fund or GICwil perfom in B e

* Sinc e fend holds insesiments thal am rishler than 2 GIC, it may have 2 highar retem insome yoars and less money in offers.
* The tend's retums ane afier acpenses has beon dadudd.

* Four actual after-lax relum will depend onyouwr persomal tx sihuation.

Thipgs wou shaeld kaow

i Worst rebarm bl Average stem

The fend droppeed in valee in 3 of the kst 10ysars. In the last 10 years, the lund gencraiod an 2meal compoundiod
retum of €55 This means iyos o invesiod 1,000 in the ed

Thawsesi A nihe] of the fend since s san dato
e quatiy retorm (3 e k=2 10 years: 250, Wour investment winid now eworth §1,530.

W 2 o i vale of -74.7°% in e 3 month pariod endieg

Fovembar 30, 300, Fyou bad imvested §1,000 1n the ind ai e In comparison, B annul compounded rebum of 2 GIC, For he

start of this pariod, your investment would reve: dreppad I8 5753 e pariod, was LS. Hyou had invested $1,000 ina one-year

after 3 monite. GIC 10 years g and ke reinvasang the Mty amount from ons
yaar o e nad, you woekd now have 31,17 7.

Are there any guarantess?
ik mosst rastual fancks, s hane cocsn! have any guaranioes. You may nat got hack the anoent of monsy you invest.

‘Wi is this fund For?

Y ESines w

* a5 leoking for 2 long lom ievestmant

* want o inveest in 2 et rnge of Casariian compavies
* o handii the ups and dowrs of the shock markl.

u D't by Eils fund T you noed 2 sieady S0urme of INCme from your insestment.
Eofoenyou investia sy fund, you shou l considar Bow ithy cer obher

and your tslernos: for risk.

& b Eboat 2
I gmnoral, you'Tl Fowe o iy INCOme £ on 20y money you make on 3 fend. How mudyos oy depends on the b s whon you iveand
whathor or notyoe hoid Hhe fend in 2 reglstomd pin, sich s 2 Regisiored Extinmen Saings Fon or 2 Tax-Frog Svimgs Acoount

Kzapin mind thal iyou haidyour fund in 3 non-rogisiorod acround, und disivbulons 2 inchuder in your tecble inorme, whedher you gt
tham in cxshar v them rirvesiad.

To retall investors, Page 2 is another
very important page, especially the
bar graph.

Retail investors, however, see the bar
graph as explaining performance
only. There were very few comments
about the risk of the mutual fund.
Even when comparing it to the GIC,
investors’ comments focused only on
the stronger performance of the
mutual fund.

There was little association of the
content of Page 2 with that of Page 1
until prodded. Investors need to be
better directed to benefit fully from the
information on Page 2 as a
presentation of performance and risk.

ARC — Allen Research Corporation
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¢.‘ LML d el EYZ Camadian Equi-l'.- Fund — Series B

TOp of Page 2 How has the fund performed?

Thils Chart Shows yo:

* |howw Ltha fund has performe over the pasl 10ysars

* |how the Rind"s relure campares b he retem of 2 one-yeer Guaraniod nsestnen Caficbe (R0 GIC Stk imn e Bk of Cnasz

. “It's all mutual
e Thi )
S. funds in Canada.”
section =
LF -]
was fully =
analyzed.

 The bar graph was much liked, but it was not always interpreted as desired.

* Many retail investors interpreted the bar graph as a presentation of the positive
returns of the XZY Mutual Fund, though some again thought the graph was generic.
For them the graph supported purchase of the fund. Only investors who admitted to
being risk adverse talked to any degree about the risk as well as the returns.

« Until prompted, few questioned the use of the GIC data as a comparison intended to
illustrate a safe investment. Instead they registered only how much better the mutual
fund was doing -- “At a glance you can see the fund has done exceptionally well and
how much better than the GIC.”

ARC — Allen Research Corporation
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L]

L " rTpr— XYZ Camadian Equity Fund — Series B
Top of Page How has the fund performed?
2 cont'd This. cFart shows you:

* o tha fund has performes] over tha past B0ysars
* how the funds relum compares o e reten of 2 one-year Guaranieod Investnen Carifcabe (R0 GIC Sala b from e Bank o Canada

I e

 When asked if other comparisons would be more helpful, a few asked for the TSX
Index or S&P Index or comparison with a different mutual fund with the same level of
risk. Many wanted this as a third comparison and not as a replacement for the GIC.
The GIC was liked as a conservative investment and as something many investors
are familiar with. A few objected to the GIC because it is not stock-market based.

* Suggested improvements included adding average returns to the legend as well as
labeling each fund as low or medium risk in the legend.

 When asked, several investors also agreed to a different title, one that focuses on risk
vs. return rather than on performance alone. They need a pointer to interpret the
graph more carefully.

ARC — Allen Research Corporation
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| P Mot
« This char does Bof (ol you how the fusd or GICwil pertor in the .
Clear, but not : Ens:r-tlmh.n:lrultIrl.l:lz-::lrrmIrnlai'::i:il:mﬁar.l:.ilm:'rn'l.:arig:imlmlr SomEyaars and s money In ihers. Read with great
always read. . e e s e, o e e i, interest, especially
mings you shauld ke // the d0||al’ f|gures.
| piWort rtn b Averags e The comparison in
. The fend drpped i valee in 3 of the st 10ysars. In theL2st 110 ygars, the ke gescratod an ameal conpoundod
Highly valued.t | Thawaes! iy otarn (3 merited of tho fore scp s tart gy L0 O 7. T msans iy e o 32,0001 the v real dollars provgs
W 2.t el of 247 i e 1month period andieg U years g, our inestrant ok now b worth $1,330. the mutual fund is
Kovember 30, 2003. Fyou kad investod §1,0000n theknd at e | comparison, Hhe ansul compousded miurm of 3 G, for e
star of Hiks period, your investmest would fove dreppod 125753 same peion, was: 16 Hyou hadimvested 41,000 Ina one-year better.
afler 3 montte. G 10 years e and kept roinvesang the maturly amoust. from o
yaar io e nad, you woekd now haw $1,17 2

 ‘Worst return’ was much liked because it provides actual dollar figures.
Percentages are abstract figures to many investors. Some investors described

'Worst return’ as ‘scary’ but still wanted to see it.
“This is really good. Some people don’'t understand percents. When you
give the amount in dollars it’s really clear.”
“Very honest...people can be prepared if they don’t get the return
suggested.”
“It's very important. It highlights the thing you should know.”
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Bottom of Page 2 - Not Tested.

Are there amy guarantess?
Lk st ufasal fumts, s Hand o' v any guaranioes. You may ot gt back the anoent of mongy you ivest \

'Wha is this fund for?

v 3 kooking for 3 kong ke incesimant

v want o ineest rarge of Cangrfian pompani o
* i handic the Yo and dowres of e stock marks.

ul:m'tl:ur T'you need 2 sheady Sourms of | ncome: From your insestment
Eofoen you inv gel i sy fund, you shouk conessdar how Iwﬂmm,wuh-{:d o i erans far sk

& i abspt e

I genoral, You'll hove o poy Income T on 20y money you make on 3 herd. How mudy o pay depends on The b e yau [ve and
whathor of nol you hold the fend in 2 regishonsd plan, 2uch 2 2 Regislord Eoliremani Sxvines Plan or 2 Tx- Fros Savings AT

Kasp injind thad Hyou hoidyour fund in 2 non-regisiored acosund, und distrbufions &% inchuded in your tecibis inoone, whether you

tham il cxsh o v Bham rivesisd.

= More knowledgeable investors noted that the
discussion of the bar graph should have

emphasized that mutual funds are for long-term

investors as an aspect of judging risk.

The rest of Page 2 was quickly
skimmed by the moderator.

Nevertheless, retail investors

liked the statement about lack
of guarantees. Some wanted
this bolded.

Investors also picked up on
‘Who is this fund for’ and
thought it important,

This statement was seen as
important and some would
bold it or add it to the
performance section.

There was little comment on
the tax section.

ARC — Allen Research Corporation
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Overview

¢m.....,...., X2 Canadian Cauity Fund — Series B

How much dees i cost?

T = |tis clear that retail investors want
The o= and epensss are ol for cach sares. Ak about other sories thal may be seitable for you. . .
information about the fees and expenses
S — - that they will have to pay, but it is not
S S possible to provide a full overview of this

Bnitial s3025 CAMEY | pry i 4% oithoamount | §0to$A0 onavey |+ Yo and your dealer mpresontative derids n the mt.

L Sales charges
¥ious haves b chisesn 2 3l chargg oplion whae you buy the fend. Ask about e proes and cons of cach oplioe.

e DS | - et cang st o e page since only the section ‘Trailing
e et e [ e — commission’ was fully tested.

g A i AT Syt = Several asked for a bottom line — what in

S o o 1ty st e total the sales charge and fund expenses

Gyarsobying 1 paying a defered sakes charge.

ey Yo e St ks ot 2 Mk will cost for this mutual fund, preferably a

Furids at amy time without paying 2 defomod saics
charge. The dofsmod Sies tharg schaduiwil be

baszd on the dateyon bought the first e do”ar figure.
s o esca oyt bty = |nvestors were not sure if these costs are

As of March ¥1, 2000, the fund"s acpanses were 1.30% of iis valua. This aquals $33 tor avery $1,000 investod.

for all mutual funds or for XYZ Mutual

Mol apamen| axpen e i (MEE)
Thisis e iotal of the lund's marsgemant ios and operaling axpanses. Fund_
X¥I Nubual Funds walvad some of the flund's axpansss.

i —— = The overall impression of this page,

Trading expemss mbio (TER) ) ) :

o — however, is that it contains a lot of

Trting omision information, will be difficult to understand,

YT Mt Fercs s your soaler 3 fraiing Commision for 2 Jong a5 you own His fend. The ralng commission bs poid oo of the
margemeant fos. 1 s for fhe senvices: and advic et your desier provicies ioyoe. Tha Rl deponds on [he saies chargs opion you chodss: HP H 1 ’

» Initial saes chiarge - o ko 1.0 of ve valee of your invesiment cach yeor. This equzis $10 sach yoar tor avasy $1,000 invesiod. bUt IS Very Important ’ honeSt and
* Doforrad saios. changa — op boi. 5% of tha valus of your investment sach year. This oquais §5 cach year for 41,000 Investad

Theso railing Dommission poymeniz: Moy creale 2 confic of isloresd by influencing the deaior or s rpnespniatives fo ecommend tha usd ShOUId be part Of Fund FaCtS-

var andiher invesinest. Ask your dealer represastative ior more information.
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aiﬂ:ﬂm.lh.nh

XYT Camaian Exyuity Fund — Seres B

How much dees i cost?

The Icliowing Eables show the e and expanses you ooeld pay o buy, own and el Seres B uniks of e lund.
The lees and opesses ane diflerat for each saries. Axk about oiher sories borl may beseitabic for you.

L Sales charges

You v ba chooss 3 sales Charg oplion whan you Buy the fend. Ask aboul the pros and oons of each oplion,

Salkes charge oplicn ‘Whakyou pay

in par oank (%) in dellars [5)
Enitial sobes AR | gog i g, of theamoust | 40 o $40 on vy
you buy $1.000you buy

Domerne cles tharge By ou sellwiin:
Iyor by 6.0%
Ipersobying 506
Ipors by 40%
syorsoibying 306
Syarsobyig 10%
&yors o'y 1.0%
AferSyars  nohing

40 o $60 on oy
$1.000y0u sl

* You and your dealer mpresmaiaiive decids on the i
* The initlal sales charge s deducted from the amoent

* The delemed sles charge Is 3 =i . 1L s dedecied

* Whas you by tha fend, XeF Metual Fends pagsyour

* You can s2llup lo 10% alyouwr units each yoor wihoul

* You can saiich bo Saries B unis of othar X5 Mshual

How it werks

you bay. Il soes loyour dealer 3 2 commnikssion.

from the amoent you sl

dealar 2 commission of 4.7%. Any doformd salos
charge you pay 5oes o XYE Mutsl Funds.

paying a delemed sales charge.

Funds al any mewithoul paying 3 delentd sales
charge. The defermed sies tangg schodule will be

Eassd on e dale you bought tha first fund.

The first part of Page 3 was
not tested.

Instead investors were told
that on this fund they would
pay a sales charge and fund
expenses. They would
discuss with their adviser
whether to pay an initial
sales charge or a deferred
sales charge.

ARC — Allen Research Corporation
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= The moderator reviewed briefly
Costs ‘2. Fund Expenses’ down to
Bottom Half of Page 3 ‘Trailing Commission’.

- _ = |nvestors particularly liked the

el / opening sentences of the
Az of March 1, 2000, e fund's acponses werk z.m:ln.-:mm'ﬂsqmizlmm-_,-h,muimm. SeCtIOH, eSpeCIa"y the do”ar

r————— figures —

1 Ml et s o o s g “Very good. | know what's going
F 1 hd vt dare 52, e MER woukd faaes boon highor, 139 on.”

Trading exgease @b (TER] it ' .

T a7 e ' g st i It's a good thing. The numbers
Fund axpenses L30% WOI’k.”

mlmm [11 ”n

X7 etz Fenwds (s your doaker 2 1radng Comim Ao For 25 |ore 5 you own e fend. The i ng commission Is paid ool of the Upfront...Very honest.

mangemean Iog. & i for the sarvices and ackice Tl your dosler pravickes iy oe. The Rl depends on the sakes chars opfionyos chooss: “Should be bolded.”

* Initial s chargs - wp ko L0 of the value of your investiment cach year. This equsis §110 cach yoor for ey $1,000 nvsiod,
* Dufurmad s changd— p |00, 5% of e valus of your investment sach year, This equas §5 soch year for §1,000 irvested.

Thesa trailing comimission payments may creale 2 confic of inleres! by infleencing the dealer or its representatives 1o recommend Lha fund u There was no d|SCUSS|On Of
o anather invesinanl. Ask your deaier reprosenlalive for mom: information, R
MER or TER, but investors were

told the 2.3% was a total and it
matches the opening sentences
of the section.
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Costs
Bottom Half of Page 3 cont’d

1 Fond i penses
Yoo den't pay these: o pens=== dirmcly. Thay affecyou bacaese thay mdum e fund™s eium
Az of March 31, 200, the fund™s acpanses were 1. 305 of iis value. This aquais $73

Anmui mhe G5 3% of tha T d sy alne)

Memagament axpense S (MER)
Thisis e fotal of the hnes maRzsEmest s and operaling appetis
ANT Mubual Funds walved some of the fund's acponses.
I it had ot dome 50, Hhe MEE would e boon higher I135%

Trading exgease @b (TER]
Thesa o [he iund™s iRding oosts. DOs%
Fund axpenses L30%

Trailing commission

AT Mastad Fens, [y your donier 3 tralling commission For 25 long 2 you mwn i fend. The g commission bs paid oo of the
mearcgemeant fos. I s for he sanvices: and 2avicn Ial your dosler prvices ioyoe. Tha RiE depends on [he sakes chargs opfon you chooss:
* Initial safes chargs - up ko 1.0% of e valoe of your invesiment cach year. This equals §10 cach yer for aeasy 1,000 inesiod,

* Dformed saies diarga— op Lo, 5% of tha value of your investment sach year, This equaks $5 ooch yar tor §1,000 invested.

Thes trailing commission payments may ceale 2 conficl of inlerest by infleencing the dealer o its represntatves io rcommend the fund
Ovar anather investment. Ask your dealer represanialive or more information.

Retalil investors were asked to
comment in detail on ‘Trailing
commission’.

There were several areas of
confusion in this section:

. Some asked if a ‘trailing

commission’ is the same thing
as a ‘commission’, a term they
are more familiar with.

. Investors were divided about

whether the trailing commission
is included in the 2.3% or is
additional to other charges.

. The references to ‘Initial sales

charge’ and ‘Deferred sales
charge’ were confusing. Again
they wondered if the 1% and
0.50% were additional charges.

ARC — Allen Research Corporation
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Costs
Bottom Half of Page 3 cont’d

1 Fond i penses
Yoo den't poy these: o pens=== dircly. Thay affectyou bacaese thay rmdum e fund™s riums.
Az of March 31, 200, the lund™s acpanses were 1.30°5 of its value. This equals $73 for avesy $1,000 invested.

Anmugi e G5 3% of the T d sy alne)

Memagament axpense S (MER)
This is e lolal of the nd's maszgenaest e nd operaling acpasas.
ANT Mubual Funds walved some of the fund's acponses.
F il had et dosg 50, e MEE wold haws boon highor.

Trading exgease @b (TER]
Thesa o [he iund™s iRding oosts.

Fund axpenses L30%

Triling commEssm

NNT Wil Fands poys: your TRl Commission fior 25 |ong 5 you e e fend. The irailng oommission is paid oot of the

maresamen fe. & for ] aeivice Fal your dealer provides iopow. The Riks depends on the sales chargs opfion you chooss:
Initial saies: ~ o e L0 o T v oy e e e, Thils: aquais §110 ach yeor for oeasy 1,000 inesiod.

charpd - op 1o, 50% of the value of your investment sach year. This equats §5 cach year for §1,000 invesled.

NG COmImiSSion [yments may ceale 2 conficl of inleres! by influencin the dealer o its rpresentatives o necommend tha und
Ovar anather investment. Ask your dealer represanialive or more information.

pzi

=The sentence ‘These trailing
commission payments may
create a conflict of interest...’
was seldom understood. It
generated confusion and
suspicion. Only a few investors
understood the implied
comparison that other mutual
funds might have lower or no
trailing commissions.

“I don't like this statement
but | need to know. | want
no surprises.”

"« Several investors said they would ask their adviser, but a few were hesitant. It means
asking the very person who benefits from the conflict of interest — “I couldn’t ask. He’s

too nice.”

ARC — Allen Research Corporation
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” ETI Mot il P

XYZ Canadian Eyuity Fund — Serbes B

How much does it cost? cont™d

fear faes

‘o miay hawe b0 pay otfer foees wien you buy, hoid, sell or swiidh units of te fund

Shartlem Irdieg foo 1% of thaw alee of un ks you =il or swiichwithin 50 days of buyineg them. This fox goos i tha fend.
Swilch fox Wour dealer may dharge you up o 7% of thavalus: of enis you swiidh b anather N7 Muhol Aed.
Chanee i Four dealer may charge you up o 7% of the value of enis you swild o another saries of the fund.

'What if | change my mind?

Under securities 1w in =ons provinces and leriodes, you

hawvs the right bo:

* withiraw iomn an agreement W0 by mutssl fusd ueitswithin
two business days aftor you mosive 2 fund facts documant or

* cancH your perchass within 48 hoers aflar you eodve
coafrmation of the purchazo.

In some provinces and leniones, you 2lso have the ight 1o
CaNE 3 PUPTTSE, OF IN 50K jeriscolions, Claim danages,
ifthe simpiified prospectes, annual information form,

fund facis docement or isandal stxlenent= contain 3
mizrepresantation. You mus ad within the ime link st by
e sacurities bw inyour proving o Lomilony.

For more information, soe the serurliss [ of your provisce
o IRl oF 25k 2 [aNyer.

For more information

Conlact X7 Mitual Fends or your doaler ropresentative for 2
oy of the tund's Smpified prospectus and oiher dislosen
dacemornts Thess dooments and the fund facts make op the
Tene's logal documents.

T Mutual Fends

173 At Alocation S
Foronia, 0N MBA 283
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On this page, only the sections ‘What if
| change my mind’ and ‘For your
information’ were tested briefly. Both
contain useful information.

Many investors were surprised and
pleased to learn that some provinces
and territories provide a cooling off
period after the purchase of a mutual
fund.

Very few of the retail investors in this
small sample had heard of the
Canadian Securities Administrators, but
several claimed that they would go
online to see the Understanding mutual
funds brochure.

ARC — Allen Research Corporation

49



Page 4 cont’d

[(T.¥ACVM

annmunnn

XYZ Canadian Eyuity Fund — Serbes B

How much does it cost? cont™d
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Some wanted the words ‘without penalty’
added.

“It's a good idea. You get overwhelmed
and also act on impulse and do it
[purchase] for the wrong reasons.”

“They [the financial advisers] don'’t tell you
that.”

ARC — Allen Research Corporation
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= Very few investors had heard of the

Canadian Securities Administrators, but

. —— 12 CamatianEquty P - st the name clearly generated trust. Almost
o o dos a5 cone' all of those in Toronto said they would go
oy e s, it s to the brochure Understanding mutual
e watpoupy | funds, usually before seeing their advisers.
Shartlem Irdieg foo 1% of thaw alee of un ks you =il or swiichwithin 50 days of buyineg them. This fox goos i tha fend.

e “Absolutely I'd go — reputable, authorized.
| could gain knowledge before going to the

Wit if | change my mind? Fo more information ”

Under securities 1w in =ons provinces and leriodes, you Costact X7 Metual Fends or your dealer represantaiive for ban k .

T . B bt e et et e

* WENUrW 1 20 JgFECTRGA! b0 by MANE fusd URSWIthin
s business ays toryon mohve b focks cocumest o T+ 1054 SCUmasts.

T — S— » Reactions in Montreal were quite different.

osfrmation of the puchase. 1334zt Alocalion 2

S —— R ‘OPC’ confused them; a few guessed it

Nl 2 PURThass, of N SO jersacims, (am danags, Phamc: {416) 5555555

Mo st e, et e o was the consumer protection bureau.

fund facis docement or isandal stxlenent= contain 3

misrpressetation, You mis aztwithin the ling [nk st e T .

o e None had heard of CSA. The brochure is

For more information, soo e soourties [ of your provisce brochurs Understamng meteal fends which bs availabde on .

e T e s translated ‘les organismes de placement
collectif’, focusing on the organizations not

mutual funds. Because of this confusion,
none would go to the website or consult
the brochure.

“I don’'t know what this is.”

ARC — Allen Research Corporation 51



Page 4 cont’d [Y.VACVM

= On Page 4 and throughout the Fund Facts document, the mutual fund
representative is referred to as the ‘dealer representative’ or in French ‘le
représentant de votre courtier’.

= In Toronto, retail investors reacted negatively to this term. It reminded
them of a car dealer, a casino dealer, someone who ‘wheels and deals’. It
suggests someone who represents the mutual fund dealer instead of
them.

“It suggests someone who represents the company first and
foremost. It should be the consumer.”

“They only represent their shop, only what they want to push.”
“It's a strange term.”

= The person they currently buy mutual funds from is usually called bank
representative, banker, insurance agent, broker, investment or financial
adviser.

= ‘Financial adviser’ sounds more professional, someone with a wider brief

than mutual funds and therefore more expert, and someone who is
working for them, not the financial institution.

ARC — Allen Research Corporation 52



Page 4 cont’d [Y.VACVM

* In Montreal, ‘le représentant de votre courtier’ was a more neutral term
than the English ‘dealer representative’ and raised no comment.

ARC — Allen Research Corporation
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7.0 The Ideal Process [F-VYACVM

Overall, the retail investors at the end of each interview continued to speak positively
about Fund Facts. They liked the way it is organized into sections, the use of graphs
and colours and the plain language. Because of the graphs, in Montreal some investors
were more likely than those in Toronto to say that they already get similar materials from
their banks.

Fund Facts seems to cover most of the information retail investors in mutual funds want
to know in a way that is clear and easy to understand, except for costs and ‘Other
specific risks’. As a source of information it seems trustworthy, straightforward and
useful.

“I love it. I'd be well informed, not hoodwinked.”

“I'd definitely read it [Fund Facts]. I'd have more information. Now | just go
by the broker.”

“It's reassuring, informative, something is a known fact. The assessment of the
fund is truthful [e.g., the performance section].”

Retail investors did not want to drop any information and agreed that the length was
about right.

No one said they did not want Fund Facts, although more knowledgeable investors will
continue to do further due diligence beyond reading Fund Facts. It is an additional
resource of basic information for them.
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deal Process cont’d [I-VYACVM

Many retail investors wanted to receive Fund Facts 1 to 3 weeks in advance of
meeting with their adviser. They would then make notes on it and prepare
guestions for their meeting.

“Ideally | want to read this before the meeting. I'd be more educated about
my money...I'm very excited that they are doing this.”

“The adviser should recommend 3 or 4 funds and give me [Fund Facts for
them]. I'd go home and discuss it with my wife. Then I'd like to go back and
discuss it with him [FA], circle different points. Then I'd go home again,
check with my wife and decide.”

A few wanted to read Fund Facts at the meeting with the adviser and have him or
her go over it with them.

“It's an educational tool. | want the adviser to go over it with me as we are
talking. It's almost like taking course.”

For many retail investors, Fund Facts plus the advice of their trusted adviser would
be enough to make a decision. They argued that having Fund Facts would make
the decision easier for them and the job easier for their advisers.

ARC — Allen Research Corporation
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Ideal Process cont’d [LI-¥YACVM

 More knowledgeable investors want to look at more than one mutual fund using
Fund Facts, their adviser's comments and their own research on the internet, in
newspapers and Morningstar. Fund Facts would be very valuable for considering
multiple mutual funds, because using the clear structure of the document they could
easily compare the different funds section by section.

* Fund Facts provides needed information to investors and as well reflects well on the
financial industry that provides it. As a group both in Toronto and Montreal, retail
Investors had a positive response to financial advisers [FA] who would give them
Fund Facts.

“If the [FA] gave it to me | would think he was very professional and...feeling
comfortable with what he was doing.”

“If the FA gives me this, it's a basic thing ....It makes life easier for both of us.”
“If the FA gave me this I'd think he was looking after my interests for a change.”
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Financial knowledge:

Self-report [$TYACVM

= Although self-reporting can be distorted positively or negatively, the overall sample
shows a good distribution of investment knowledge. However, significantly more
respondents who completed the survey in French claimed to be fairly
knowledgeable investors compared to those who completed the survey in English.*

Total English French

532 410 114
Very knowledgeable 6 7 6
Fairly knowledgeable 31 29 46
Somewhat 44 44 38
knowledgeable
Not very knowledgeable 16 18 9
Not at all knowledgeable 2 2 -

*Eight respondents reported speaking and reading most easily in a language other than French or English. They are included
in the Total only.

Q [Screener]. As an investor are you...?

ARC — Allen Research Corporation 60



Types of investments held

[£T.VACVM

Respondents were asked about selected investment vehicles.

Mutual fund holders who see themselves as very or fairly knowledgeable are more likely
to hold equities than other investors and are also more likely to hold GICs.

French speaking investors are more likely than their English counterparts to hold
corporate or provincial bonds.

Data exclude investments held In company plans.

Total English French Veryl/fairly Somewhat Not very/ at all
532 410 114 knowledgeable knowledgeable knowledgeable
211 226 95
Mutual funds 100 100 100 100 100 100
Stocks or equities 40 41 37 55 36 19
Corporate or 21 19 34 31 18 8
provincial bonds
GICs 43 43 43 51 41 30

*Multiple mentions; may not add to 100%

Q [Screener]. Which of the following types of investments do you hold whether in a registered or non-registered
account? Please exclude any investments you hold in a company plan.

ARC — Allen Research Corporation




Companies used most often

for mutual funds

[(T.YACVM

Mutual fund investors may
use more than one type of

financial institution or

company to purchase mutual

funds:

= 81% invest through
banks

= 45% through insurance
companies

= 59% use mutual fund
companies, brokers or
investment companies.

Q [Screener]. From what company do you
purchase your mutual funds? ACCEPT

MORE THAN ONE COMPANY.

Total
Mentions less than 5% not shown. 532
Banks/ credit unions [net 81%]
TD/Canada Trust 27
RBC 17
CIBC 15
BMO 14
Scotiabank 12
ING 7
Credit unions 6
Desjardins Caisse populaire 5
National Bank 5
Insurance companies [net 45%]
SunLife 13
Manulife 10
Canada Life 8
AlG 7
Great-West Life 7

ARC — Allen Research Corporation
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Companies used most often
for mutual funds

[(1.VACVM

Mentions less than 5% not shown

Total
532

Mutual Fund
companies/brokers/investment
companies [net 59%]

Investors Group

Mackenzie

BMO Nesbitt Burns

RBC Dominion Securities

TD Greenline

AIC

AGF

AIM Trimark

agjloajo|jo (o |0 | N[00

Q [Screener]. From what company do you purchase your mutual funds? ACCEPT MORE THAN ONE

COMPANY.

ARC — Allen Research Corporation
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What are

the risks of this fund?

Fund Facts Page 1

“ What are the risks of this fund?
All investments involve risks. Understanding those risks can help you choose the right fund for you.

Investment risk. When you invest in a fund, the value of your
investment can go down as well as up. In some cases, you may
see large changes in value. These changes can happen quickly.

XYZ Mutual Funds is required to rate the level of risk of its funds.
The scale ranges from Low to High based on how the fund is
imvested and the level of risk and return involved. In most cases,
a lower rating means lower risk and lower returns, with a lower
chance of losses. A higher rating generally means higher risk
and higher retums, with a greater chance of losing money.

Low Low to -. Medium High
medium Medium to high
ﬁnymmammmum “mwnmmmmmnﬂm;

The risk category shown is not fixed and may change over time.
The lowest category does not mean there is no risk. A fund that is
rated on the low end of the risk scale can still lose money.

Other specific risks. To understand risk better, you may also want to

look at the specific risks for this fund and how they could affect its value.

X¥Z Mutual Funds has identified these top risk factors for the fund:
* Active Management Risk

* Equity Risk

* Specialization Risk

For a full list of this fund’s risk factors and details about them,
see the Risk section of the fund’s simplified prospectus.

* Online respondents were asked to read this section.

ARC — Allen Research Corporation
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Understanding Risk: [F-VYACVM
True/false statements

= Overall mutual fund investors absorb well some of the important content of ‘What are
the risks of this fund?’, but not all of it. There is less difference by knowledge level or
language.

= However, fully 20% of mutual fund investors believe that some mutual funds carry no
risk.

= Only 88% of the most knowledgeable investors believe the second statement relating
higher risk to greater returns and greater losses.

% answering ‘“True’ Total Very/Fairly Somewhat Not very/
532 knowledgeable | knowledgeable not at all
211 226 knowledgeable
95
97 99 96 98

The value of any mutual fund can go up or down.
The higher the risk rating of a mutual fund usually 92 88 94 98
the greater the chance of larger returns and the
greater the chance of losing money.

The ‘investment risk’ of a mutual fund depends on 87 86 87 87
what the fund is invested in.

A lower risk rating usually means lower returns and 84 87 80 87
a lower chance of losses.

The risks described here may affect the 82 85 82 78
performance of the fund in the future.

Some mutual funds carry no risk. 20 29 20 15

Q1. Which of the following statements are true? Which are false?
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Understanding Risk
True/false statements cont’d

[(1.YACVM

For the statements below, understanding is more mixed.

Almost a quarter of fairly/very knowledgeable investors believe that the risk ratings of mutual
funds can never change over time. French investors are more likely than English investors
to believe the risk of a mutual fund can change over time [French 90% vs. 81%].

Almost half of the mutual fund investors believe this section describes all of the risks of this
mutual fund and that understanding risk can tell investors whether the fund will make or lose
money in the future.

05 answering ‘True’ Total Very/Fairly Somewhat Not very/

=57 knowledgeable | knowledgeable not at all
211 226 knowledgeable
95

The risk rating of a mutual fund can never 18 24 13 14

change over time.

This section -- ‘What are the risks of this 56 56 55 60

fund’ -- describes all the risks associated

with this mutual fund.

Understanding the fund’s risks tells investors 45 50 41 42

whether this mutual fund will make or lose

money in the future.

Q1. Which of the following statements are true? Which are false?

ARC — Allen Research Corporation




ldentifying the risk rating
of the mutual fund

[(1.VACVM

» |n the qualitative interviews a number of investors had difficulty identifying the risk of
the mutual fund because they failed to understand the bar graph. In the quantitative
research, some 82% described the risk level of the fund as medium.

= Those least likely to report medium risk were the very/fairly knowledgeable investors.
In the interviews these investors often did not read the bar graph but tried to work
out the risk based on what the fund is invested in. French investors were less likely
than English investors to describe the risk as medium [French 77% vs. English 83%.]

Total Very/Fairly Somewhat Not very/
B&0) knowledgeable knowledgeable not at all
211 226 knowledgeable
95
High risk 2 3 1 -
Medium to high risk 10 16 7 5
Medium risk 82 76 85 88
Low to medium risk 3 3 4 2
Low risk * * - -
Don’t know/not sure 3 2 3 5

Q2. What is the risk rating of this fund?

*less than 0.5%

ARC — Allen Research Corporation
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Clarity of explanation of risk [€EJ.VACVM

= More than nine out of ten mutual fund investors [94%] believe that this section
explains the relationship between risk, return and losses very or fairly clearly.
There are no differences by level of financial knowledge.

Total Very/Fairly Somewhat Not very/
B&0) knowledgeable knowledgeable not at all
211 226 knowledgeable
95
Very clearly 41 42 42 38
Fairly clearly 53 53 54 54
Not very/not at all clearly 6 6 4 9

= However, French investors are less likely to rate the explanation as very or fairly
clear than are English respondents [85% vs. 96%].

Q3. In purchasing any mutual fund, investors should consider the relationship between the risk of the
investment, its potential returns and the chance of losses, i.e., higher risk means potentially higher
returns with a greater chance of losing money. Does this section explain this relationship...
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Understanding
of ‘Other specific risks’

[£1.YACVM

= Half of all mutual fund investors [50%] are not very or not at all clear about what
other specific risks are. Lack of understanding increases with a decrease in level
of investment knowledge. Some 77% of those who are not very or not at
knowledgeable do not understand clearly what other specific risks are.

Total Very/Fairly Somewhat Not very/
532 knowledgeable | knowledgeable not at all
211 226 knowledgeable
95
Very clearly 10 18 6 -
Fairly clearly 41 49 40 23
Not very clearly 38 28 43 47
Not at all clearly 12 5 11 30

= English speakers [51% (not very/not at all)] are more confused than French
speakers [40%]. Women are less likely to understand than men [59% vs.
43%]. Those 55 and older are less clear than those younger [60% vs. 46%].

Q4. Do you understand what the three other specific risks — ‘Active Management Risk’, ‘Equity Risk’, and
‘Specialization risk’ — are ...

ARC — Allen Research Corporation
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Action needed to make
‘Other specific risks’ more useful

[£1.YACVM

= Eight out of ten mutual fund investors want a brief explanation of the three risks.

Total

532
Keep the section ‘Other specific risks’ just as it is 14
Keep this section but explain briefly each of the three risks 83
Drop this section but keep the reference to the Simplified Prospectus 3

Q5. To be most useful to you, the CSA should...

ARC — Allen Research Corporation



Actions would definitely take ELYACVM

Investors were able to choose one or more actions they would take before purchasing
the mutual fund. Overall seven out of ten potential investors said they would ask their

adviser to explain the risks of the fund, while 50% would read the Simplified Prospectus.

Some clearly want to do both. Only about a quarter [26%] would rely only on the Fund

Facts document. A third would turn to the Internet.

Women are more likely than men [77% vs. 64%] to ask their adviser to explain the risks
as are older rather than younger investors [ 55+. 83% vs. 35-54: 69% vs. 18-34: 58%].

Total Very/Fairly Somewhat Not very/
532 knowledgeable | knowledgeable not at all
211 226 knowledgeable
95
Ask my adviser to explain the risks of this 70 60 75 77
fund to me
Read the Simplified Prospectus to learn about 50 61 46 39
all of the risks of this fund
Look for more information about mutual fund 34 35 34 32
risks on the Internet
Only read this Fund Facts document carefully 26 33 21 21
to learn as much as | need to know about this
fund’s risks.

*Multiple mentions; may not add to 100%.

Q7. If considering investing in this fund which of the following actions would you definitely

take? Please check all that apply.

ARC — Allen Research Corporation
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Words not understood [F-VACVM
In this section

= |n spite of the fact that 8 out of 10 want an explanation of the three ‘Other specific
risks’, only 10% or fewer mention these terms as words they do not understand.
They may feel they have already made this point.

= Some 80% report no words in this section that they would like their adviser to

explain.
Mentions less than 1% not shown. Total
532
Specialization risk 10
Active management risk 10
Equity risk 7
Other risks/types of risks 4
Prospectus 1
None 80

Q8a. If there are any words in this section you would like your financial adviser to explain, please
list them. If none, enter none.
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Suggestions to improve [Y-VACVM
the section on risk

The most frequently offered suggestion to improve the section on risk is to provide
explanations of the other types of risk.

Mentions less than 1% not shown. Total
532
Explain the other types of risk 17
Show past performance/projections 3
Use simpler/clearer language 3
More information/details/examples 2
More graphics 1
Links to more information 1
No suggestions 72

Q8b. Can you suggest any changes to this section to make it clearer or more useful to you in understanding the
risk of investing in this mutual fund?

ARC — Allen Research Corporation
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How has the fund performed?

Fund Facts — Page 2

q)m Miurtual Funds XYZ Canadian Equity Fund - Series B

How has the fund performed?

This chart shows you:
= how the fund has performed over the past 10 years
* how the fund’s return compares to the return of a one-year Guaranteed Investment Centificate (GIC). GIC data is from the Bank of Canada.

30

= Respondents were L
asked to read this
section.

Notes:

+ This chart does not tell you how the fund or GIC will perform in the future.

+ Since the fund holds investments that are riskier than a GIC, it may have a higher return in some years and lose money in others.
« The fund’s returns are after expenses have been deducted.

+ Your actual after-tax return will depend on your personal tax situation.

Things you should know:

a) Worst retum b) Average return

The fund dropped invalue in 3 of the last 10 years. In the last 10 years, the fund generated an annual compounded
return of 6.8%. This means ifyou had invested $1,000 in the fund

The worst quarterly retumn (3 months) of the fund since its start date -
10 years ago, your investment would now be worth $1,930.

was a drop invalue of -24.7% in the 3-month period ending

November 30, 2008. Ifyou had invested $1,000 in the fund at the In comparisan, the annual compounded return of a GIC, for the
start of this period, your investment would have dropped to $753 same period, was 1.6%. IFyou had invested $1,000 in a one-year
after 3 months. GIC 10 years ago and kept reinvesting the maturity amount from one

year to the next, you would now have $1,172.

Are there any guarantees?
Like most mutual funds, this fund doesn’t have any guarantees. You may not get back the amount of money you invest.

ARC — Allen Research Corporation



Understanding the bar graph: [F¥¥acvm

True/false statements

For the most part, mutual fund investors understand how to read the bar graph:
1. They understand it compares the mutual fund to a GIC.
2. The mutual fund may have higher returns in some years than in others.

Almost 9 out of 10 also report that the bar graph helps them to consider whether

they are more comfortable with low steady returns or higher variable returns.

Some 86% of mutual fund investors also understand that risk is usually related to

return.

Reactions to these statements vary little by level of investment knowledge or

language of the document seen.

% answering ‘True’ Total Very/Fairly Somewhat Not very/

B&0) knowledgeable | knowledgeable not at all
211 226 knowledgeable
95

The bar graph helps you compare the past 96 97 95 95

performance of a GIC and this mutual fund.

This mutual fund may have higher returns in 94 92 94 98

some years and lose money in other years.

This _bar graph succeeds in making you 88 87 87 89

consider whether you are more comfortable

with low and steady returns or higher but more

variable returns.

The returns of an investr_nent are usually 86 87 85 86

related to the risk of the investment.

Q9. Which of the following statements are true? Which are false?

ARC — Allen Research Corporation
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Understanding
the bar graph cont’d

[(1.YACVM

» The statements below identify some areas of weaker understanding.
1. Only 7 out of 10 believe the graph helps them compare the risk levels of the

two investments. Neither the bar graph nor its legend uses the word ‘risk’.

2. Almost 4 out of 10 believe that the graph shows that the mutual fund is the

better investment in all instances.

3. Almost a fifth [18%] of total investors and 28% of those who believe they are
very or fairly knowledgeable think the chart shows how the mutual fund will

perform in the future.

perform in the future.

% answerlng ‘True’ Total Very/FairIy Somewhat Not very/

B&0) knowledgeable | knowledgeable not at all
211 226 knowledgeable
95

The bar graph helps you compare the risk level of 70 69 68 74

a GIC and this mutual fund.

The bqr graph tells everyone the mu.tual fun.d isa 39 43 37 39

better investment for them because it had higher

returns.

The chart tells you how each investment will 18 28 14 9

Q9. Which of the following statements are true? Which are false?

ARC — Allen Research Corporation
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Clarity of relationship
between risk and return

[(1.YACVM

= Some 89% of mutual fund investors report that the performance section of the
Fund Facts document explains the relationship between risk and return very or
fairly clearly.

= Those who believe they are most knowledgeable are twice as likely to say ‘very
clearly’ [34%] as those with the least knowledge [16%].

= By language groups results are similar. Some 89% of English speakers agree
that the section is very or fairly clear, compared to a similar proportion of French
speakers [87%]. When only ‘very clearly’ is analyzed, French speakers, who are
disproportionately more knowledgeable, are more positive [39% vs. 24%)].

Total Very/Fairly Somewhat Not very/
532 knowledgeable knowledgeable not at all
211 226 knowledgeable
95
Very clearly 26 34 23 16
Fairly clearly 63 56 66 67
Not very/ not at all clearly 12 12 11 17

Q10. The performance of the mutual fund is compared to the lower risk GIC to show the fund’s
performance relative to its higher risk. Overall does this section explain the relationship between risk
and return...?

ARC — Allen Research Corporation
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Usefulness of choice of GIC [.VYACVM

= Some 86% of mutual fund investors agree with the use of the GIC to
illustrate the relationship between risk and return.

= There is no difference in approval ratings by level of investment knowledge
or by sex or age.

» French speakers are only slightly less likely than their English counterparts to
approve of the usefulness of the GIC [82% vs. 87%].

Qlla. Usefulness of using the GIC Total VeI STl NI
=5 knowledgeable knowledgeable not at all
211 226 knowledgeable
95
Yes, the GIC is useful 86 87 85 88
No, the GIC is not useful 14 13 15 12

Q1lla. The CSA chose to show a GIC. Is it useful to compare this mutual fund to a GIC | order to show the
relationship between risk and return?

ARC — Allen Research Corporation
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Vehicle preferred to GIC [F-YACVM

«  Some 15% of those who do not think the GIC useful recommend another
mutual fund. Other suggestions are shown below.

Vehicles preferred to GIC Those disapproving
Mentions less than 2% not shown. of thfze'c
Another Mutual Fund 15

Bonds 9
Stocks 7

Range of high to low risk investments 7
Relevant index 5

Money market 4
Dividend fund 2

Don’t know/ no answer 51

Q11b. IF NO: Instead of the GIC what would you recommend as a comparison with this mutual fund?

ARC — Allen Research Corporation
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Reasons for choosing
a different vehicle

[£T.VACVM

= Those who argue for a different comparison primarily believe it would be a fairer
comparison or want to see a similar risk level.

Those disapproving
of the GIC

72
Unfair comparison/apples to oranges 15
Similar risk level 14
Better investment 8
Return 7
GIC makes the fund look unrealistically S
good
More comparisons 3
True performance relative to the market 2
Don’t know 43

Q11c. Tell us briefly why you think this is a better comparison.

ARC — Allen Research Corporation



Reactions to best and [IVYACVM
worst 3-months returns

Some 73% of investors believe it is very or extremely important to see the
worst 3-month return for the mutual fund. It is particularly important to those
who believe they are very or fairly knowledgeable about investments.

Women are more likely than men to regard the worst return as extremely or
very important [77% vs. 69%], as are English speaking investors compared to
French investors [74% vs. 67%].

Worst Return Total Very/Fairly Somewhat Not very/
532 knowledgeable knowledgeable not at all
211 226 knowledgeable

95
Extremely important 26 31 23 23
Very important 47 a7 47 46
Somewhat important 23 18 26 26
Not very important 3 3 3 3
Not at all important 1 1 1 2

Q12. The example of the 3-months ‘Worst return’ is intended to illustrate the potential risk of loss for this mutual fund.
In deciding whether or not to invest in this mutual fund is this information...?
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Best and worst 3-months [F-YACVM
returns cont’d

= Some 66% of mutual fund investors believe it is very or extremely important to
see the mutual fund’s best 3-months return compared to 73% who want to see
the worst 3-months return.

= Again, those most knowledgeable are the most likely to argue for this [69%] as
are English speakers compared to French speakers [67% vs. 61%].

= Similar to reactions to worst 3-months return, women are more likely than men to
want to see best 3-months return too [71% vs. 62%

Best Return Total Very/Fairly Somewhat Not very/
532 knowledgeable | knowledgeable not at all
211 226 knowledgeable

95
Extremely important 22 27 17 20
Very important 44 42 46 44
Somewhat important 27 22 29 32
Not very important 6 6 7 4
Not at all important 1 3 1 1

Q13. How important is it to also see an example of the 3-months ‘Best Return’?

ARC — Allen Research Corporation
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Reactions to showing
average return of GIC

[(T.VYACVM

= Some 87% want to see the average return of the GIC.

= There is little difference by sex, level of investment knowledge or language.

Total

532
Yes want to see average return 87
No do not want to see average return 13

Q14. The average return is given for the GIC. Do you want to see this information?

ARC — Allen Research Corporation
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Performance of the fund:
True/false statements

[(1.VACVM

= Mutual fund investors understand that the worst return shown is based on
historical data and that the average return assumes the GIC was held for 10

years.

% answering ‘True’ Total Very/Fairly Somewhat Not very/

532 knowledgeable | knowledgeable not at all
211 226 knowledgeable
95

The “Worst Return” shows you the greatest 920 89 920 920

loss in a 3-month period that this fund has

experienced in the past 10 years.

The average return assumes that you 83 82 83 85

invested in this mutual fund and the GIC 10
years ago and did not sell the investments.

Q15. Which statements are true? Which are false?

ARC — Allen Research Corporation
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Performance of the fund: [FF-VACVM
True/false statements cont’d

Despite their ability to ‘read’ the section, mutual fund investors do not always understand the
implications of the information for the future and their investment decisions:
1. Afifth believe no investor should choose the GIC because its return is so low.
2. Two fifths believe they should invest in the mutual fund because its returns are higher.
3. A third believe the worst return in the past 10 years predicts the future.
4. Almost 3 out of 10 believe the mutual fund will earn another 6.8% in the next 10 years.
The most knowledgeable investors are most likely to endorse these views.
The important issue of risk is ignored.

% answering ‘“True’ Total Very/Fairly Somewhat Not very/

532 knowledgeable | knowledgeable not at all
211 226 knowledgeable
95

The higher average return for the mutual fund 42 51 35 41

compared to the GIC means you should invest in the

mutual fund.

The “Worst Return” tells you the most money you 34 39 30 32

could lose in the future if you invest in this mutual fund.

If you held this mutual fund for another 10 years you 29 33 27 29

would earn another 6.8%

Because the GIC has a return of only 1.6% no investor 21 28 17 16

should choose it.

Q15. Which statements are true? Which are false?
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Words not understood [F-VYACVM
INn this section

= Some 95% report that there are no words in this section that they need
their adviser to explain to them.

= Of the remaining 5% of respondents, 1 to 4 people each mention --
= Annual compounded
= Fees and commissions
= |nvesting strategies
= Worst returns
= Returns
= How is average return calculated
= Five people say they don't understand anything or feel lost.

Q16. If there are any words in this section you would like your financial adviser to explain please list them.

ARC — Allen Research Corporation
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4.0 Understanding the Trailing
Commission
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Trailling Commission

Fund Facts — Page 3

Trailing commission
XYZ Mutual Funds pays your dealer a trailing commission for as long as you own the fund. The trailing commission is paid out of the

management fee, It is for the services and advice that your dealer provides to you. The rate depends on the sales charge option you choose:

» Initial sales charge — up to 1.0% of the value of your investment each year. This equals $10 each year for every $1,000 invested.
» Deferred sales charge - up to 0.50% of the value ofyour investment each year. This equals $5 each year for $1,000 invested.

These trailing commission payments may create a conflict of interest by influencing the dealer or its representatives to recommend the fund
over another investment. Ask your dealer representative for more information.

Respondents were asked to read this section.

ARC — Allen Research Corporation
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Trailling Commission: I-VACVM
True/false statements

Mutual fund investors seem to have learned a lot about trailing commissions from
the Fund Facts document. Some 8 out of 10 or more understand that this mutual
fund pays a trailing commission for the advice of the dealer and financial adviser
and that it can influence the adviser’'s recommendation.

Importantly 8 out of 10 also believe that investors need to know this information.

% answering ‘True’ Total Very/Fairly Somewhat Not very/
532 knowledgeable knowledgeable not at all
211 226 knowledgeable
95
This mutual fund pays a trailing 91 88 92 94
commission.
Trailing Commissions cover the 85 81 86 88

services and advice your dealer and
financial adviser give you.

The Trailing Commission can 81 77 84 80
influence a financial adviser to
recommend this mutual fund over
another investment that has a lower
or no trailing commission.

A portion of the trailing commission 79 75 79 87
is paid to your financial adviser.
Investors do not need to know 17 23 16 9

about Trailing Commissions.

Q17 Which statements are true? Which are false?

ARC — Allen Research Corporation
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Trailing Commission: [FYACVM
True/false statements cont’d

» Mutual fund investors are less clear about the following statements. Just over
half believe the trailing commission is in addition to all other fees; a quarter

believe it is a one-time payment

%% answering ‘“True’ Total Very/Fairly Somewhat Not very/

532 knowledgeable | knowledgeable not at all
211 226 knowledgeable
95

The Trailing commission is in addition to all 54 55 54 54

the other fees.

The trailing commission is a one-time 25 28 24 18

payment.

Q17 Which statements are true? Which are false?
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5.0 Using Fund Facts
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Preferred time of delivery

[£1.YACVM

= Half of mutual fund investors would like to have Fund Facts sent to them before
meeting with their advisers. A third would like it presented by their adviser during

the meeting but before purchase.

= There are few differences in approach by level of investment knowledge, but those
least knowledgeable are somewhat more likely to want their adviser to present

Fund Facts to them.

Don't want the fund facts document

Total Very/Fairly Somewhat Not very/
knowledgeable knowledgeable not at all
532 211 226 knowledgeable
95
. . . 52 49 54 52
Sent to you before meeting with your adviser
Presented by your adviser during your 33 34 30 39
meeting but before deciding to purchase
Given to you to take home after deciding to 8 9 8 4
purchase but before the 48 hours
cancellation period expires
7 8 8 5

Q18. Thank you for looking at Fund Facts. Now we want top know how you would use it. Do you want the

Fund Facts document to be...?

ARC — Allen Research Corporation

94



Preferred time of delivery

cont’d

[£1.YACVM

= French speakers are more divided with a third wanting to see the document in
advance but 4 out of 10 preferring to have it presented at the meeting. Some 15%

of French speakers do not want to see the document.

Total English French
532 410 114
Sent to you before meeting with your 52 54 35
adviser
Presented by your adviser during your 33 32 44
meeting but before deciding to purchase
Given to you to take home after deciding to 8 9 6
purchase but before the 48 hours
cancellation period expires
Don’t want the fund facts document 7 6 15

Q18. Thank you for looking at Fund Facts. Now we want top know how you would use it. Do you want the

Fund Facts document to be...?

ARC — Allen Research Corporation
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Preferred time of delivery
cont’d

[£T.VACVM

= More than half of retail investors [52%] prefer to have Fund Facts sent to them
before meeting with the adviser. This desire is somewhat greater among women
than among men and increases among those 35 and older.

= [nterestingly among the youngest group some 15% want to take Fund Facts home
after purchase with 48 hours to decide whether to cancel or not.

Total Men Women | 18-34 | 35-54 | 55-70
532 290 242 155 222 155
Sent to you before meeting 52 49 54 41 55 58
Presented by your adviser during 33 35 31 34 34 30
your meeting
Given to you to take home before 8 8 8 15 6 4
the 48 hours cancellation period
expires
Don’t want the fund facts 7 8 7 10 5 9
document

Q18. Thank you for looking at Fund Facts. Now we want top know how you would use it. Do you want the

Fund Facts document to be...?

ARC — Allen Research Corporation




Preferred term
for dealer representative

[£1.YACVM

= Regardless of sex or age, level of investment knowledge or language, the term
‘Adviser’ is preferred to ‘Dealer representative’.

Total Men Women 18-34 35-54 | 55-70
532 290 242 155 222 155
Adviser 91 88 96 92 90 93
Dealer representative 9 12 4 8 10 7
Total Veryl/fairly Somewhat Not very/ English French
532 knowledgeable | knowledgeable not at all 410 114
211 226 knowledgeable
95
Adviser 91 90 91 95 92 89
Dealer representative 9 10 9 5 8 11

Q19. Which of these terms do you prefer in describing the person who helps you with your

investments?

ARC — Allen Research Corporation
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Suggestions for
Improving Fund Facts

[(T.VYACVM

= Some 84% of mutual fund investors did not offer any suggestions for
improvement. Of those who did, however, several comments are interesting.

Comments less than 1% not shown

Total
532

Liked the document/very informative/like to see more like this

7

More detailed information/description

Further discussion of risk

Need adviser to explain everything completely/want a second
opinion

3
2
2

Be more clear/less information/more graphics

Explain fees and charges

Have content online

Q20. Thinking about your own needs as an investor in mutual funds, do you have any further comments

or suggestions for improving Fund Facts?

ARC — Allen Research Corporation
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6.0 Description of Sample
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[(T.VYACVM

Overview of sample

e The survey sample consists of Canadians, aged 18 to 70, who hold mutual
funds, are the decision maker or a key influencer for household investment
decisions, and do not provide advice or sell stocks, bonds or mutual funds.
They have personal incomes of $200,000 or less or household incomes of
$300,000 or less.

» This population skews slightly to males [56%], those aged 35 to 54 [47%)],
with an average age of 44.

e Four out of ten have some university or have completed university, and
live in Ontario. Eight out of ten are English speakers.

 These mutual fund investors come from a wide range of industries from
teaching to transportation, business services, government, healthcare, IT,
and others. They have an average household income of $80,374, an
average personal income of $62,019.
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Profile of Sample [I-YACVM

Total English French
532 410 114
Sex
Male 56 56 60
Female 44 44 40
Age
Under 35 years 28 291 21
35 to 54 years 47 46 57
55 to 70 years 25 25 22
Average age 44 43 45
Language most easily read &
spoken
English 83 100 -
French 16 - 100
Other 2 - -
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Profile of Sample cont’d

[£1.YACVM

Total English French
532 410 114
Education
Some/ completed high school or less 14 15 12
Some College or Technical School 14 16 10
Completed College or Technical School 28 27 32
Some/ completed university 37 37 38
Some/completed post graduate 6 6 9
Region
Maritimes/Labrador/Newfoundland 6 7 2
Quebec 15 * 96
Ontario 44 50 3
Prairies 7 8 -
Alberta 13 15 -
BC 16 19 -

*less than 0.5%.

ARC — Allen Research Corporation
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Profile of Sample

[£T.VACVM

Total English French
532 410 114

Income [HH/Personal]
Less than $50,000 35 33 42
$50,000 - $99,999 46 46 43
$100,000 - $149,999 15 16 12
$150,000 - $300,000 4 5 2
Average $71,500

Income [HH] [271] [209] [56]
Less than $50,000 25 24 29
$50,000 - $99,999 49 49 49
$100,000 - $149,999 20 20 20
$150,000 - $300,000 6 7 2
Average $80,374

Income [Personal] [261] [201] [58]
Less than $50,000 46 43 54
$50,000 - $99,999 42 44 38
$100,000 - $149,999 9 10 6
$150,000 - $200,000 3 3 3
Average $62,019

ARC — Allen Research Corporation
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Profile of Sample

[£1.YACVM

Mentions of 2% or Total English French
less not shown 532 410 114
IT/Technical 9 10 6
Business services 8 9 4
Education 8 7 12
Government 7 6 9
Manufacturing 7 6 9
Retail sales 6 7 2
Healthcare 6 6 5
Student 5 6 4
Transportation 5 5 3
Financial 3 3 5
Homemaker 7 8 3
Unemployed 3 3 3
Retired 13 12 18

ARC — Allen Research Corporation
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Fund Facts [English]

qm Mutual Funds

Thits document contains key inlormation you should kmow about X7 Casadian Equeity Fund. You cn find more details in the fnd's smpiified
prespactes. Ask yoer dealer rapresantative for 2 cogy, contact §Y7 Mutual Fusds a1 1-800-555- 555 or imvestingsoyr ands.com, or visit

FUND FACTS

XYZ Canadian Equity Fund — Series B
June 30, 20X
Fund Code- X¥Z123

D -

YT Camadian Exyuity Fund — Serfes B

wnw ayr funds.com,
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Fund Facts [English] cont’d

[Y.-¥ACVM

D -

How much dees i cost?

The Ioiiowing Eablas show the foos 2nd axpensos yow ol py fo buy, own and el Serics B unls of e und.
The Iees and expensos an cifaret for gach saries. Ask about oifar Saries that may be seitabic for you.

XYZ Camadian Exuity Fund — Serfes B

L Sales charges

You v b choose 2 saies changg option whas you buy the fend. Ack about the i and cons of cch option.

Salkes charge opticn ‘Wihat you py [How it werks.
i par cant (5} in dellars (%)
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X¥Z Camadian Equity Fund — Series B

Howe muCh does it cost? cont’d
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Fund Facts [French]

Fonds d*actions canadiennes XiZ - Sénie B

D (-

Owel 2 eb# le rendement du fonds?

Cz grphiqua mont :

* e rendemen annuel de fonds 3 cours des: 10 dermidres am i

* WK PN du rendanent du fonds aver col d*en corifical g placoment garant (0PG) de en an. Les donntes du OFG
provicrmont da la Bangue S Canada.

APERCU DU FONDS

Fonds d@'actions canadiennes XYZ — Série B

. Les Fonds XYZ au 30juin 20K
Code du fonds : XY7123

(e documant contien? des rensaignements essenticls sur e Fonds o artions canadienses 117 qeavous darier consaitre. Wous towverar
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8. Banque Caradiemns Impiiale oo Commence 1,9
9. Fisanciim Manev: rrh 9
10 Compagmic dos chomins o Jar

naticree du Canada ¥
Less 10 princigaun placements:
raprisimtant 41 % du foads.
Wombe fotal ge placaments - n

enimprises canadionnes do loutes bes Eilles ot o Lous los Sachaurs. Los graphiques o dessous domnast
N aperu des placaments du fonds 2w 17juin 20X, Ces placenents changaront 2u Al u engs.

Répartition das placements (au 1" juin 200X}
Sedeurs d"acdiits

I Sovices financlars. pri 9

. Enargis IR
B Matitres promidnes 150%
H Biess indusircls B1%

[l Biens do consnmemation
' mndm 9%
(7«“ AlE
Sﬂndﬂsﬂi 1%

Bians: do consnmrmation
da basp &
Technologis de Minlomation 1.9 %
Midias 0E%

W

Naoles :

* e graphique maveus Intiqee fo quel sora b rendenest felur t foscs ou de (PG
* (o Is fonts ddtient des plaramants ples Yisqeds quun (PG, 1| posmait avsk un reedement il Bawd cortalnes nndos of

négatil d'autres nnbes.
* LS Irais du fonds ont 12 o8dulks du rendemant ocprime.

* Lemncamant siel aprts impdt dtpandn do ot sihuation scal personnaiia.

T G OIS DRV S0l

) Fire rendement

Lz valowr du fonds 3 dimined pondant irdis des 10 dornidses
anrEs.

Depuls =1 créafion, 2 pirs rendement iimesiriel (3 nais) de fonds:
2 Bl une Babe e valoer de 147 % derant b piriode de 3 mads
berminte ke 30 noversbe F00S. 5 vous avior invest] | 000 § dans
iz Fonds 2 ol de cote période, watre plapement Junk it )
7534 apets Imcis.

Au murs Ses 10 denibres 2, k& loads 2 ginded un eadament

b Rendeme it moyen

anmusi compostida 6,8°%, <o qul sl que < vous avier nvest
1000 § das i fonds 1y 2 10 ams, voire placoment vausrak
aujoenfiui 1 930§

Encomparaion, ko ot 2nmus cormpret fun CFG =i b mame
priadio a 88 do L6 . 5 vous aviar vest 1 000 dans wn OPG
oy 2 10 2 o e o v vt b et roq 3
FéchSance dheng anséo 3 Fatr, vous erar asjoord Tl 1 1725

I Quels sont les risques assadies 3 2 fonds?

Risque 62 dars en fonds,
12 valear devair |tu'.-1-. peut augTeniar o diminuer Dans
rartains 02, los Ruchialions o2 vakeer peuvent 8t grandes o s
T e——

Lizs Fonds X2 tokeest. SvalLier b g de risque oa laers fonds.
Lichatie classifia kes togris e sque defaibiz:d v, soion les
Piaczments du fonds of ke degrs de fsque ot oo Fadenant Amas
En gendral, phs |z dag et Raibi, pius IS risques, les randoments
of 125 protsabilies o paria b sont U, ivarsameant, plus i dogrd
ettt piLs s risques, IS rendements ol les probebilits do
parts ko sont s,

: —— =
Faibla F:::Ii Maan m

Totss ks placements mqn-mmu iSqUeS CoOMpRanciT o Hues oLt vous ditkr 3 chotsir i bon londs powrvis.

La dagri de fisqua indiqu n°est pas fixe of past changer avec I
Samps. Ua degrd oa risque ik g SgniSe s el 0y 3 auoe
risque. Lz foaes: Soat ke Saget de risqud et Gible sar ichalls
pant quand méme sebir o parizs.

Astres risques particuliars. Fosr mio comprnd R ks 1SS, Vs
pomia auss) voulsir PRI on conskdiration kes rsgues partioulions
3w fonds o s affels pesibio sur < valen. Lis Faeds 10T roilvent
o= Fsgues: Sulvants Comme: princp: boars 4o dsqes ty knds :

* I risque &2 pastion adive

* I risque sor xS

» I risque 64 spiciaksation

Pour [ lists compiie ol une desrription détalllée dos ladoers

i risqes, consuller 12 nubriqus Risqees du prospedus Snpliie
du fonds.

¥ a--il des garanties?

Conm |2 piugart des DPC, o2 fands vl Sucen §arantle. Vs pouriar N [s fousn i motant vl

g b2 Fands est-il desting?

A iveastissours qu:

» racherthont un placameont 3 long eme;

= dsiront investir dans un Large Sventall dentroprises. canadionnes;
* |pouvent Supportar fos hauts of kes bas Sy marcht bourdar,

[ Primvestioar pas dans oo fonds sl voes aver besoin une S0URCE de nven rguliar.
Avant i estir dams un fonis, v ous daveiar Svaluyer 71 Cana ¥ ecY s utees ineestissaments of Respecs voiss Initrance 2u ssque.

Un mot sur |3 fiscaliké

EN st o V2 o & 1R T S VL 2 o, Lo maekant 3 v i des ks Bl devote

By e riskience of sain QuevoLs dtiend o g [omms N rigime ot FEpanTe i ou
mmmm
Fappcior voas que = vous deianar watre |onds ans un cong gisind, o= u fonss S'zjautant vt mveny Imposatiz,
qe'sles o argent

ARC — Allen Research Corporation




Fund Facts [French] cont’d

D (-

Fonds d*actions canadiennes Ko — Serie B

Combien o3 codbe-t-317

Lizs Exblzauos qui subvent présenion les frafs Qe Vs pomTics 3w 3 sy poer achatar, possSdar of vandne des parts oo sz B
the fomsts: L Frais sont ETEnants pour CHague strie: INfOrmervous s ies aines séies g pouraient voes oo enir.

L Frais £ aquisition

Liorsauee v acheler dies poris du fonds, vous dover chisir e moment of les fals d'aoquisiion seront poyis, Inlomar-vous =urles

avantages ot les Incomvdeients o Chaqua optioe.

o Co QuE VIS Py Comment (2 fonctionna
dacguisition | £y prarcentaga (%) En dollars (5]
Frals D 0834 % du mostant imvest] | Do 0534085 | = vious cholsissa o fau e i reprisentant de voir
dampoinncheds | courier
i 10003 VSIS | L ) o po o el fion infflau sant Sl c montard
acholé of sanl ramis 3 vaig coerior 3l de commssion
Fraiis Sivous vanda MO5a60 45w | = Les s aoquisiion reponds soot 3 bam foe. I sont
w"""‘"" moim 0o | napeislacal £0% | TRQUEIRNCHEGE | SOus du montantvesde.
i o ¥ ars s Packat 5,0% | 10004 .:“"'""I‘"’m - ﬂm"m:mg
warsant (=1 1] une commission
e fraks " acyeisRion roporits que VR P SOt remis
s o 4 e et Mackal 305 aum Fords X5,
s o § A gt Packal T0% = Vs pouver vanche juspe’d 10K i vos parts chague
i e € s s [ackat 10K ;:hm“:fmmﬂﬂmmm
n = Yious pouver Schengervas contTe
fiams an plas apres EEE sériz B ' auirm ionds des Fonds T s impart
‘quand =ans frals o aquisition reporis. Le calendrier
dos Frals P amuisRion reporis ot Babil Sdon [ G
‘ool Insesiisoar S e pramien fonds.
2 Frais fu fonds

VUS4 ey P 0 frals dinectoment. s onf Copessant o CoMqUanEzs poury s, car ks nduison i rendenant o fonds.
A 31 mars 300, bes Frafs o fons ="Blavaiant 3 7,30°S e =2 vakur, 02 qul comepond & 73§ s chaqes tranche de 1000 § ivestic.

Ratie ds frais de gastion (RFS)

1 5'ag oy botal clos frais e gestion o des frais hocpinitation du fonss:

Liex Fong X ont renonct 3 ooriains frais. Cons o cys contnies, e RFG aumil 80 phus tos. 115N

T am (= % e vk de onds)

Ratie e frais []
1 5'agk oes frals de raesactions du fonds.

005 %

Frais du nds

FETTY

Commizzion e saivi

Lizs Fancks ST versest 4wt courthar Lng: commission s sl Lant que vius possbrar des parts f fonds. L2 oommisson oo seh est
PRy v s Fraks i gestion. EIIG Convre e SONIes o fos: Conexils quavain ooertiorwoes fumil Lo b dépand oo Foption de s

HFanquision quavoes Chaissar :

= Frais "acquision inliaux - jusqe'd 1,0°% e L2 valeur de voire placement anneelierment, oo qui comespand 3 10§ pour dague

trancha da 1 000 § investia.

= Frais d"acquisiion sporids - jusquail, 50 % de L valieer de voire plycement zmeclement, ce qul comespond 3 5 § pour cregee

tranchi i 1 000 § Investie.

Liswarzamon O 02t Conmissions oo ki poul aniring un confil isltrtis on inciant o oo ion o oo reprisontai 1 cmmanda &
Tonds pluid gufun avire placement Poer plus de mecinenaents, conmeniquer aver |e repeisantant de volre oourdlier.

L

Fonds d"actions canadiennes XiZ — Serie B

Combien cela oedie-t-i17 suite

3. Autres frais
1 52 pourTail GUaY DUS Y 3 payer I"auines frals lorsgu e vous 3 e, CORSEN BTET, VENGnT ou brhangener des parts du ads.

. T

Frais de négociation 1% e [avaiour des s que Vsvandar o Schangor s o 94 jours oo lur achal. =ik
3 pour! ke ot Famnis Ju faRds.
Viotre courtler peut dermander jesgqu’d 7% de bivaleer des parts quevoes Sdanger maie des
Fras Pichang parts un aulr fonss dos Foncs 04,
Viotre: courtier et domman oo jesgu’d 7% de lvaleer dos pars quevoes Schangar ant des
Frts 2 perts June aulne e du fonds.
EE 51 je change didee? Renseignaments

En wertu des s sur 1o vl s matilines s cortines

P inces et cartains teriioims, v ous aver e dnolt -

* i rEsmdn N contrat de SoUsCTiption de parts: £fun fonds
a0 s doa jours uveabies subven L option de:

Poer obtnir us avemplzin: du prospactus SInpITE o O aetnes

dacements of Faperu du fonds mestiisend les documants:

F——— Hgaa: th Foncs.
« cramuier votre soescription daes los 43 heures subent 2 Les Fongs ez

ception e = conTation. 73, rue Repartlion €ty
Cons cortzines pryinges o cartaies formitoies, vols ——]
iakomint i o o demandor b nelfLS e susCption 2 HIAZHS
ol 1 e e 1 Pt WA, Thdphomn : 514555 6555

12 motics aEneeik, Papeny t fonds ou ks Stals sancors
contiennent e MEfCATiation Fassss o ampauss. ous
e 2gir s s cbdals prRSCTES PR 12l ser iesvaleurs :""" e
MRS £ vatre pronGs o el S AT

Feour da pius amples nenssignoments, reporor-voes 3 L lal Poer &n 2pp o U e | dons bes OFC,
=ur les valeurs mobienes Sovolre provines ou taminire, ou coreulbar b beochure influbkie Comprondes ke ceEnismes de
consnliar un Ao poament oo, oo hic Sor la sils Wl de Autoriis
Camadiemes an valeurs moblitns 1 Fadrems
wwn Jeiories valoers moodianms.ca

Smsiris: 1-BDD555 5558

= M i, Foc I

ARC — Allen Research Corporation

109



Interview Guide
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1.

Investors Interview Guide
Introduction to Research [2 minutes]

Role of interviewer

Facilities — audio/videotaping, one-way mirror, confidentiality

Purpose of Research: The Canadian Securities Administrators in conjunction
with the Ontario Securities Commission are working to improve sale
disclosure practices for Canadian investors. They want to make sure that
Canadian investors receive the information they need to make a decision
when choosing investments and that that information is provided in a way that
is easy to understand and use.

| want to examine with you a document they are developing to describe
specific mutual funds. We will look at all the document, but concentrate
especially on two sections. | am not testing you in any way. Together we are
testing the document to make sure that it is clear and meaningful to you and
fairly easy to understand. | also want to know whether you would actually
use it or not, and, if so, how. Your feedback will be used to consider possible
changes to the Fund Facts document.

2. Background of investor [5 minutes)

» Just to understand your background a bit, what types of investments do
you have?
PROBE: GICs, Mutual Funds in an RSP, outside an RSP, equities,
bonds, anything else

» When did you last make a MF investment?
PROBE: institution, role of adviser, information and advice sought,
information about the fund?

= Receipt of information from institution or FA?
What kind? Did you read it? Useful?
» What information were you looking for? [3 or 4 specific points?]
» Did you feel you had enough information to make a good decision?
o Too much? Too little? Anything missing?
» What was the key fund information for you? In the end what finally drove
your decision?

3. |Initial Reactions to Fund Facts [3 minutes]

EXPLAIN: THIS IS A FACT SHEET FOR INVESTORS TO SEE WHEN THEY
FIRST INVEST IN A MUTUAL FUND THEY DO NOT CURRENTLY HOLD.
IMAGINE YOU ARE THAT INVESTOR AND THIS IS PART OF THE
INFORMATION YOU ARE GIVEN ABOUT THE FUND.

SHOW FUND FACTS BRIEFLY.
= |nitial impressions
= What stands out to you?

= Reactions to titles, font size, layout, length

=  What information would you expect to find here?
= How likely to read this? Why or why not? PROBE FULLY.

4. Detailed Reactions to Fund Facts

[ PAGE 1 — 10 minutes |

Masthead/ Quick Facts / What does this fund invest in?

PLEASE SCAN THE FIRST THREE SECTIONS OF FUND FACTS AS | WALK
YOU THROUGH THEM. POINT OUT EACH SECTION.

The heading identifies the mutual fund in question. The first sentence tells you
that this document contains key information about a specific mutual fund and
where you can find more information.

Quick Facts tells you when the series and fund started, the value of the fund and
series, who the fund and portfolio managers are, when distributions are given
and the minimum investment required.

‘What does this fund invest in’ lists the top ten Canadian companies the Fund is
invested in and what industry sectors it invests in.

» Any comments or questions on these sections?
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What are the risks of this fund? VERBAL PROTOCOL
Let's spend a little more time on the next two sections.

i1 Can you explain in your own words what the first sentence means?/ Why is it
important for you to understand the risk of the mutual fund?

112 Investment risk — please explain in your own words./ What is meant by
investment risk?

13 XYZ Mutual Funds... - Understanding? [If a fund has a high risk rating, what
kind of returns is the owner hoping for?/ What is the relationship between risk
and losses?

Chart - Walk me through the bar graph, please. /Discuss the risk scale/ what
does the risk scale mean to you?

» What is the risk rating of this fund? What does medium risk mean?

14 The risk category shown ... Explain. Do any mutual funds carry no risk?
115 Other specific risks — What are the specific risks for this Fund? Can you tell
me in your own words what they are? Overall there are four risks for this

fund - can you tell me what they are?

v

Overall how helpful or not is this section to you in making a decision? Do you
understand the relationship between risk and losses? Should the section
have stronger language? ‘Volatility'? Other words?

# Anything you would do to improve this section?

» Look back over Page 1. Is there anything you would change?
= Drop or add?
»  What section is most interesting to you? Why?

| PAGE 2 — 12 minutes |

How has the fund performed? - VERBAL PROTOCOL
Review this section to the end of the Notes. Stop before ‘Things you should
know’

= Clarity of title
= Purpose of this section?
= Tell me what you have learned here.

PROBE:
Discuss the chart
= Chart: Length of time covered?
= **What is being compared? - GIC rates vs. Fund returns. Is this a
useful comparison? Would another comparison be more useful?
= Take an example, the bar that is 26.7 — what happened that year?
= And the -22.9 — What happened that year?
= **How does this section relate to the previous section on risk? How does
the comparison illustrate the risk/reward trade-off of investing in a mutual
fund?
= Qverall how would you say this fund has performed?

Motes
» Review the notes. Any questions here? Any information here you did not
think about when reviewing the graph? Would you keep the notes or drop
them?

Things you should know:

a) Worst return - explain. |s this supported by the graph? [no — but do they
hunt for it?] Why is this information here? [To show investor possible loss of
investing in a MF]

b) Average return — what does this tell you? How clear is it? Discuss average

return.

» Looking at this section, ‘How has the fund performed’, how do you feel
about this information?

» Did you learn anything?

= How helpful is it to your decision making? Does the information help you
to make an investment decision?

= When you think about the performance of your mutual funds is this the
kind of information you want and need?

Anything you would change, drop or add? Improvements?

ARC — Allen Research Corporation

111




Interview Guide cont’d

[(1.YACVM

LET'S QUICKLY SCAN THE REST OF THIS PAGE.

Are there any guarantees? Who is this fund for? A word about tax

EXPLAIN:

Are there any guarantees if you invest in a mutual fund?

The next sections tell you that this mutual fund is for those who want a long-term
investment, want to invest in a broad range of Canadian companies and can
handle the ups and downs of the stock market. It also tells you that you will have
to pay income tax on any money you make from the fund.

* Looking back over this page, would you actually on your own read all of this?
Why or why not?
* Any suggestions for this page?

[ PAGE 3 — 8 minutes_(Detail depending on time available) |

How much does it cost?
PLEASE TAKE A MOMENT AND READ DOWN TO '2. FUND EXPENSES'.
Just to review this material briefly.
1. Sales charges
> What are the two kinds of sales charges?
» (Can you tell me briefly how each one works?

2. Fund expenses
TAKE A MOMENT TO READ THE REST OF THE PAGE.
EXPLAIN: This mutual fund has several expenses --
o Management expense ratio (MER) to cover the fund's management
fee and operating expenses and the
o Trading expense ratio (TER) which is the fund’s trading costs.
o The two together equal the Fund expenses of 2.30%

**Trailing commission - VERBAL PROTCOL
# What is a trailing commission?
#» Review final paragraph - Is this clear? How can a trailing commission
create a potential conflict of interest for the dealer or its representatives?
» Any suggestions to improve this section?

= Thinking about the whole of Page 3, any overall comments?

* Do you now understand what you would pay if you took this investment?/
What does this mutual fund cost?

% What suggestions do you have to improve this page or make it easier to
understand?

| PAGE 4 — 5 minutes |

How much does it cost cont'd

3. Other fees
THIS SECTION DESCRIBES FEES THAT APPLY ONLY WHEN YQOU DO
CERTAIN THINGS.

= Very briefly, what are some of the other fees and what causes them to apply?

What if | change my mind?

This section applies consumer law to securities purchases — the time limits when
you can withdraw or cancel your purchase without penalty.

Review briefly.

For more information

Review briefly.

Is this the contact information you need?

**CSA Brochure Understanding mutual funds is available on the web — is this a
useful link? Would you go there?

5. Review of Document — 7 minutes
TAKE A MOMENT AND LOOK BACK OVER THE FUND FACTS
DOCUMENT.

What do you like about it?
What do you dislike about it?
What information is particularly helpful? Anything drop?
What about the order — any changes there?
Length of the document?
o To cut the length what sections would you drop?

= As an investor how useful is it to you in making your decision about the Fund?

= Would you be more comfortable investing in this fund with Fund Facts or
without it or does it make no difference?

= Any other comments on ‘What are the risks of this fund?’ or 'How has the fund
performed?

=  What would you think of an FA who gave you this document?
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* |n truth, how likely would you be to read this document carefully? Scan it? Or
not read it at all? Before making your decision?

* |f you were trying to choose among several mutual funds at the same time?
* |If using this document, what do you see as the ideal process? When receive
— do you want it before you make your decision, at the time of making the

decision or to review after making the decision?

» Desired role of FA with respect to Fund Facts document, amount of
discussion about it?

» Throughout the document, the term ‘dealer representative’ is used instead of
‘adviser. SHOW PLACES IN DOCUMENT. Which do you prefer? Why?
What do you normally say?

6. Conclusion — 3 minutes

» What other comments or suggestions would you like to make?
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SCREENER

We would like to invite you to participate in a survey sponsored by the Canadian
Securities Administrators (CSA). The CSA wants your opinion about a document
they have developed called Fund Facts. It is intended to provide Canadian investors
with information they should consider before deciding whether or not to invest in a
specific mutual fund.

You do not need any specialized financial information to answer this survey. The
survey takes no more than 20 minutes and is interesting and easy to complete. Our
purpose is education and research only; no sale is involved and there will be no
follow-up emails or calls.

To begin, please tell us a little about yourself.

A Are you

[ Male 1 |
Female | 2

B. In what year were you born? [MUST BE BETWEEN 1942 TO 1994]

C. Where do you live?

Newfoundland and Labrador
The Maritimes

Quebec

Ontario

Prairies

Alberta

BC

~l| | | &) | paf =

D1. What industry do you work in?

Agriculture or Fisheries 1
Business services 2
Education 3
Entertainment 4
Financial 5
Government 6
Healthcare 7
Hospitality 8
IT/ technology 9
Legal 10
Manufacturing 11
Mining or Forestry 12
Pipeline 13
Research 14
Retail sales 15
Social services 16
/Counseling/Religion

Transportation 17
Wholesale 18
Unemployed 19
Retired 20
Homemaker 21
Student 22
Disabled 23

D2. IF FINANCE: Do you yourself sell or advise investors about stocks, bonds, or
mutual funds?

Yes 1 TERMINATE
No 2
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Questionnaire cont’d

E. Are you the person in your household who is responsible for or an equal
influencer in the purchase of investments?

[ Yes | 1 CONTINUE
| NO | 2 THANK AND TERMINATE
F. Which of the following types of investments do you hold whether in a registered or
non-registered account? Please exclude any investments you hold in a company

plan.
Mutual funds 1 IF NO MFs TERMINATE
Stocks or equities 2
Corporate or provincial bonds 3
GICs 4
NONE 5 TERMINATE

G. From what company do you purchase your mutual funds?
ACCEPT MORE THAN OME COMPANY.

INSURANCE COMPANIES Investments
AlG 1
Canada Life 2
Empire Life

Freedom 55 Financial
London Life

Great-West Life

Industrial Alliance /National Life

Manulife/Clarica/Maritime Life

Standard Life

SunLife

Transamerica

BANKS

Bank of Montreal

CIBC

HSBC Bank Canada

| ING

| Laurentian Bank of Canada

| National Bank of Canada

| President's Choice PC Financial
Royal Bank/Royal Trust/REC Financial

Scotiabank

TD/Canada Trust
Desjardins/Caisse populaire

Credit Union

DIRECT INVESTMENT COMPANIES

Zlale|o|~| o ol

- [
R

-
.

=S ||| ~|d|th

L] [
[ L%

Altamira 24
Phillips, Hager & North 25
Saxon Mutual Funds 26
MUTUAL FUND COMPANIES!

AlC 27
AGF 28
AIM TRIMARK 29
MACKENZIE 0
TEMPLETON 1
BROKERS

BMO Nesbitt Burns 2
Canaccord 3
CliAssante 4
CIBC/WoodGundy 5
Evergreen CT/TD {3
Investors Group 7
Merrill Lynch 38
RBC Dominion Securities 9
Scotia McLeod 40
TD Greenline 41
Quadrus Investment Services 42
Other SPECIFY 98

H. As an investor are you:

Very knowledgeable

Fairly knowledgeable

Somewhat knowledgeable

Not very knowledgeable

=| K| Lo &= en|

Mot at all knowledgeable

I. And before taxes was your income in 2011:

Less than $30,000

$30,000 to $49,999

550,000 to 599,999

$150,000 to $199,000

$200,000 to $300,000

1
2
3
$100,000 to $149,000 4
5
6
7

Over $300,000 TERMINATE
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J. s this personal or household income? MISSING DELETE household at Qi

| Personal [ 1 IF > $200,000 TERMINATE |

[ Household [ 2 IF > $300,000 TERMINATE |

K. What is the language you speak and read most easily?

English 1

PLEASE READ THIS SCREEN.

SCREEN B: What are the risks of this fund? SHOW TO BOTTOM OF PAGE.

1. Which of the following statements are true? Which are false?

French 2

True

False

Other WRITE IN

The value of any mutual fund can go up or down.

L. What is your highest level of education?

The higher the risk rating of a mutual fund usually the
greater the chance of larger returns and the greater
the chance of losing money.

Primary School or less

A lower risk rating usually means lower returns and a
lower chance of losses.

Some/ Completed High School

Some mutual funds carry no risk.

Some College or Technical School

Completed College or Technical School

The ‘investment risk’ of a mutual fund depends on
what the fund is invested in.

Some university

Completed university

The risk rating of a mutual fund can never change
over time.

Some/ Completed post-graduate university

|| n| &) Lol hf =

MAIN QUESTIONNAIRE

MNow Let's look at the Fund Facts Document.

Please imagine you are considering investing in a mutual fund.
The first 3 sections of the document identify the specific mutual fund you are
considering purchasing. They provide a quick description of the mutual fund, and

then explain what it invests in.

PLEASE DO NOT READ THESE SECTIONS, BUT TAKE ONLY A MOMENT OR
TWO TO SCAN THEM. There are no questions on these sections,

SCREEN A Masthead down to What are the risks of this fund?

SCAN QUICKLY THEN CLICK
CONTINUE

CONTINUE

2. What is the risk rating of this mutual fund?

High risk

Mediumn to high risk

Mediumn risk

Low to medium risk

Low risk

|| £ | o R =

Don't know/not sure

CONTINUE
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REPEAT SCREEN B

3. In purchasing any mutual fund, investors should consider the relationship
between the risk of the investment, its potential returns and the chance of
losses, i.e. higher risk means potentially higher returns with a greater chance
of losing money. Does this section explain this relationship...

Very clearly 4
Fairly clearly 3
Not very clearly 2
Not at all clearly 1

4. Do you understand what the three other specific risks --"Active Management
Risk", “Equity Risk” and “Specialization Risk” -- are ...

Very well
Fairly well
Not very well
Not at all well

=[P G| B

5. To be most useful to you, the CSA should...

Keep the section "Other specific risks’ just as it is

Keep this section but explain briefly each of the three 2
risks
Drop this section but keep the reference to the 3

Simplified Prospectus

6. Which of the following statements are true? Which are false?

True False

This section -- ‘What are the risks of this fund’ —
describes all the risks associated with this mutual
fund.

Understanding the fund's risks tells investors whether
this mutual fund will make or lose money in the
future.

The risks described here may affect the performance
of the fund in the future.

7.

8a.

8b.

If considering investing in this fund which of the following actions would you
definitely take? Please check all that apply.

Only read this Fund Facts document carefully to learn as much
as | need to know about this fund's risks.

Read the Simplified Prospectus to learn about all of the risks of
this fund

Ask my advisor to explain the risks of this fund to me

Look for more information about mutual fund risks on the
Internet

Mone of the above

If there are any words in this section you would like your financial adviser to
explain, please list them. If none, enter none.

Can you suggest any changes to this section to make it clearer or more useful
to you in understanding the risk of investing in this mutual fund?

CONTINUE

ARC — Allen Research Corporation

117



[(1.YACVM

Questionnaire cont’d

PLEASE READ THIS SCREEN. 11c.  Tell us briefly why you think this is a better comparison.

Screen C: How has the fund performed? [STOP AT bottom of notes.] | ]

9. Which of the following statements are true? Which are false?

True False

The bar graph helps you compare the past
performance of a GIC and this mutual fund. CONTINUE
The bar graph helps you compare the risk level of a
GIC and this mutual fund.

The bar graph tells everyone the mutual fund is a
better investment for them because it had higher
returns.

The chart tells you how each investment will perform
in the future.

This mutual fund may have higher returns in some
years and lose money in other years.

The returns of an investment are usually related to
the risk of the investment.

PLEASE READ THIS SCREEN.

Screen D: How has the fund performed [Expand to 'Are there any guarantees?’]

12. The example of the 3-months 'Worst Return’ is intended to illustrate the potential
risk of loss for this mutual fund. In deciding whether or not to invest in this
mutual fund is this information...

This bar graph succeeds in making you consider Extremely important 5
whether you are more comfortable with low and Very important 4
steady returns or higher but more variable returns. Somewhat important 3
Not very important 2
10. The performance of the mutual fund is compared to the lower risk GIC to show Not at all important to you 1
the fund's performance relative to its higher risk. Overall does this section explain
the relationship between risk and return... 13. How important is it to also see an example of the 3-months ‘Best Return'?
Very clearly 4 Extremely important 5
Fairly clearly 3 Very important 4
Not very clearly 2 Somewhat important 3
Not at all clearly 1 Mot very important 2
Mot at all important to you 1
11a. The CSA chose to show a GIC. |s it useful to compare this mutual fund to a
GIC in order to show the relationship between risk and return? 14. The average return is given for the GIC. Do you want to see this information?
[Yes |1 GOTO Q12 |
[No [2 | [Yes 1 ]
[No 2z

11b. IF NO: Instead of the GIC what would you recommend as a comparison with
this mutual fund?

| ]
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uestionnaire cont’d
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15. Which statements are true? Which are false?

True False

The “Worst Return” shows you the greatest loss in a 3-month
period that this fund has experienced in the past 10 years.

The “Worst Return” tells you the most money you could lose in
the future if you invest in this mutual fund.

If you held this mutual fund for another 10 years you would earn
another 6.8%

Because the GIC has a return of only 1.6% no investor should
choose it.

The higher average return for the mutual fund compared to the
GIC means you should invest in the mutual fund.

The average return assumes that you invested in this mutual
fund and the GIC 10 years ago and did not sell the investments.

16.  If there are any words in this section you would like your financial adviser to

explain please list them.

CONTINUE

The Fund Facts document also describes all of this fund’s costs.

It shows you that If you decide to invest in this mutual fund you will pay a sales
charge and some fund expenses. Your dealer representative will discuss with you
whether you want to pay an initial sales charge or a deferred sales charge and how
much each will cost.

Fund expenses include the Management Expense Ratio to cover management fees
and operating expenses and a Trading Expense Ratio to cover the fund's trading
costs. These total 2.3% for this fund.

PLEASE DO NOT READ THESE SECTIONS. JUST TAKE A MOMENT OR TWO
TO SCAN THEM. There are no questions on these sections. Your Financial Advisor
can help you with any questions you may have about costs.

Screen E: Costs [SHOW ALL OF DOCUMENT, PAGE 3]

CONTINUE

PLEASE READ THIS SCREEN
Screen F: Trailing Commission [REPEAT THIS SECTION FROM PAGE 3]

17. Which of the following statements are true and which are false?

True False

This mutual fund pays a trailing commission.

The Trailing commission is in addition to all the other
fees.

Trailing Commissions cover the services and advice
your dealer and financial advisor give you.

Investors do not need to know about Trailing
Commissions.

The trailing commission is a one-time payment.

A portion of the trailing commission is paid to your
financial advisor.

The Trailing Commission can influence a financial
advisor to recommend this mutual fund over another
investment that has a lower or no trailing
commission.
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Questionnaire cont’d [Y.YACVM

YOU DO NOT NEED TO READ THIS SCREEN, BUT JUST TAKE A MOMENT OR
TWO TO SCAN IT. THERE ARE NO QUESTIONS ON THIS SCREEN.

Screen G: What if | change my mind? + For more information

CONTINUE

All of the Funds Facts document is shown below. It will be two pages only, but each
page printed back and front to total four sides. PLEASE DO NOT READ IT, BUT
SCAN ONLY. The final questions are general.

Screen H. Overview Show all four pages - FAN

18. Thank you for looking at Fund Facts. Now we want to know how you would use
it. Do you want the Fund Facts document to be...

Sent to you before meeting with your advisor 1
Presented by your advisor during your meeting 2
but before deciding to purchase

Given to you to take home after deciding to 3
purchase but before the 48 hours cancellation

period expires

Don't want the fund facts document 4

19. Which of these terms do you prefer in describing the person who helps you with
your investments?

[Advisor | 1 |
| Dealer Representative [ 2 |

20. Thinking about your own needs as an investor in mutual funds, do you have any
further comments or suggestions for improving Fund Facts?

THANK YOU FOR YOUR OPINIONS.
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