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Evolution of OBSI’s Loss Assessment Methodology

2011
Industry & Public - 2007
Consultation #1 g ™ ™~ = Standardized Loss

Assessment Process

2012 2012
Board Approval - _ _ _ _ _ Industry & Public
+ Common Indices Consultation #2
+ Fees
+ Transparency 2014

777 Incorporated

Net Tax Benefits

2016 and 2021

External review of
operations and practices for
investment-related

complaints 2024
Continuous development
+ Automating processes
________ + Constant fine tuning
+ Incremental improvements
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Process Overview for Investment Suitability Cases

Holdings-based analysis

Analyze suitability vs KYC parameters

Investments are not
suitable

Comparative
benchmark
performance

Actual investment
performance

Assess financial
loss

Determine

Investments are
suitable

recommendation
for compensation

recommendation
amount
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Case Studies

Case Study 1 — Mutual funds
. Risk rating approach
. Risk rating database

e  Actual & comparative performance

Case Study 2 — Common shares
. Risk rating approach
. Equity analysis template

Actual & comparative performance
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Case Study 1

Consumer Profile
Date May 2017
Risk Tolerance 100% Low Risk
Investment Objective 100% Income
7 OBS|
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Portfolio Analysis

PIMCO MONTHLY INCOME FUND PMO0O5 28,009
BMO BOND FUND BEMO142 24,556 18% 23,546 16%
IG MACKENZIE GLOBAL DIVIDEND FUND 1GI1996 25,887 19% 26,566 18%
MACKENZIE CANADIAN BOND FUND MEC302 25,891 19% 28,637 20%
AGF PRECIOUS METALS FUND AGF334 4,991 4% 7,035 5%
3 DYMN304 j 30,136 22% 32,108 22%
Account Total 139,470 100% 146,837 100%
Average Max Min

0.00% 0.00% Low 0.00 0.00

v 0.00%  0.00% Low-Medium 0.00 0.00

0.00%.  0.00% Medium 0.00 0.00

Who should invest in this Fund? 0% Medium-High 0.00 0.00

' . ! 0% High 0.00 0.00
Consider this Fund if: 000 0.00% 000 0.00%

e you want.the growth poteqtlal of equity securities b Bonds 0.00 0.00

of Canadian companies with a focus on gold and |, Equity 0.00 0.00
precious metals 0.00  0.00% 0.00  0.00%

« you're investing for the longer term 0% Income 0.00 0.00

- [you tolerate high risk] 0% Growth&Income 0.00 0.00

0% Growth 0.00 0.00
0.00 0.00% 0.00 0.00%

with respect to Series W securities, you are

intending to make a large investment in a Fund
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OBSI Risk Rating Database

~=| Search X
OBSI| SR and mvesTments Rat|ng Database Add Mutual Fund Rating | | Add Stock Rating | | Close Form
OSBI SRRy B Rvesnssement
Select Database |Mutual Funds ot
Select Criteria Field Mame Criteria
w | |FundCompany - " |AGF e et Search Reset
AndiOr
= = = o | » v
ID + FundCompa - Alternativel - FundName + RiskRating »  Period -
7305 AGF Precious Metals Fund High (Apr) 2014
8786 AGF Precious Metals Fund High (Apr) 2015
B787 AGF Precious Metals Fund High (Apr) 2016
B788 AGF Precious Metals Fund High (Apr) 2017
8789 AGF Precious Metals Fund High (Apr) 2018
Firm Helpdesk number: 1 888 451-4519 x 2405
Firm Helpdesk email: FirmHelpdesk@obsi.ca
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Portfolio Analysis

PIMCO MOMNTHLY INCOME FUND PMIO005 Low Bonds Income 28,009 20% 28,945 20%
BMO BOND FUND BMO1AT  Low Bonds _ Income 24,556 18% 23,546 16%
|IG MACKENZIE GLOBAL DIVIDEND FUND 1GI996  Medium fome| 25887 1% 20506 15
e ———— —— —_— —— 25,891 19% 28,637 20%
i - 4,991 4% 7,035 5%
_lj'lGF PRECIOUS METALS FUND AGF334 High 30.136 2% 32108 2%
| DYNAMIC BLUE CHIP EQUITY FUND DYN304 Medium 139470 100%| 146837  100%
ml:‘ldﬁl:‘ IVidA L
55.75%  56.25% 55.21) 78,456.00 (56.25% ) 81,128.00 @
CI'.CHZI'% CI'.CH:I'% G mfu [V T e T =TT W g e — -
40.068% 40.17%  39.96% Medium 56,023.00 40.17%| 58,674.00 39.96%
0.00% 0.00% 0.00% Medium-High 0.00 0.00% 0.00 0.00%
4.18% 4.79% 3.58% High 4,991.00 3.58% 7,035.00 4.79%
100.00% 139,470.00 100.00%| 146,837.00 100.00%
55.75% 56.25% 55.25% Bonds 78,456.00 56.25%| 81,128.00 55.25%
44.25% 44.75% 43.75% Equity 61,014.00 43.75%( 65,709.00 44.75%
100.00% 139,470.00 100.00%| 146,837.00 100.00%
55.75%  56.25% 55.25 |Income 78,456.00 (56.25¢ 25% 81,128.00( 55.25%)
18.33% 18.56% 18.09% wrowtnsincome 25,55 /.00 —— 2b,300.0U —
25.92% 26.66% 25.19% Growth 35,127.00  25. 19% 39,143.00 26.66%
100.00% 139,470.00 100.00%| 146,837.00 100.00%
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Actual Performance of Unsuitable Investments

Actual Investment Performance - Medium & High Risk Investments

11

Actual
Performance
Value Of Medium & High Risk Investments on 27-Jul-2018 33,311.16
Plus: Dividends received 162.19
Less: Met Capital Invested 30,107.87
Gross Return On Medium & High Risk Investments 3,365.49
Less: Deferred Sales Charges (DSCs) 3,843.04
Net Return on Medium & High Risk Investments (477.55)

2o-lun-17 AGF PRECIOUS METALS FLIMND MEF334 BLY 225 2220 =L LR
20-Jun-17 IG5 MACKEMNZIE GLOBAL DIVIDEMND FUMD 1515936 BLUY 1,647 1575 26, 000 .00
2o-lun-17 DY MNAMNIC BLUE CHIP EQUITY FLIND DY M 303 BLY 1,745 17.19 S0, D00 D0
1-Dec-17 AGF PRECIOUS METALS FUND AGF334 BUY 100 19.70 1,970.00
14-Apr-18 = DYNAMIC BLUE CHIP EQUITY FUND DYMN304  SELL (1,745) 1883 (32,862.13)
27-1ul-18 AGF 10 24 (6,257.33)
ET'JU I':I.El IG |"-"| Net Cﬂ'pftﬂ'.lf ’.ﬂVE‘S!’E‘d - Me‘dfum & Hfgh‘ Rfs‘k Investments 1543 LET DEEEE]
Net Capital — ;
Invested
Buys 62,970.00
Less: Sells 32,862.13
MNet Capital Invested 30,107.87
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Comparative Performance of Unsuitable Investments

Transaction Date
Transaction Amount
Fee Structure
IEnding Equity Date

1

2 3

Value Of Investments at 27-Jul-2018
{including income andfor distribution

Risk Investments

30,107.87

Less: Met Capital Invested
Return On Investment
Less: DSCs

Met Return an Investment

3,365.49

(477.55)

Suitable Benchmark Performance Return Total Value
Start Date 29 Jun17| 0l-Dec17 14-Apr-18
d Dat 97-1ul-18 27-1ul-18 27-1ul-18
En € -l -0.31% 0.68%
Benchmark Gross Return 0.22% 1.15% 1 15%
Annual Fixed Income Mutual Fund MER 1.15% - *
é: +0.22%)*(1-1.15%)11.08)-1 |
Benchmark Net Return -1.01% ((1 O 22 A)) (1 1 15 A)) 1 08) 1
Suitable Comparative Performance 00,384.51 |
Actual vs. surtable Investment Performance
Actual Suitable
Performance of Comparative
Medium & High Performance -

iShares Universe
29,357.42
30,107.87
(750.45)

(4,593.49)

s

The medium and high risk investments outperformed the comparative benchmark by $

(i.e. No Financial Harm)

(4,116)
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Case Study 2

Consumer Profile

Date

May 2017

Risk Tolerance

100% Medium

Investment Objective

100% Growth
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Portfolio Analysis

CASH 12,500 7% 12,103 7%
GIC- 2YEAR 26,250 15% 26,446 14%
CAMNADIAN TIRE CORP CTC/A 17.560 10% 19,504 10%
TELUS CORF T 14,013 2% 14,905 2%
GEAR ENERGY GXE 43,751 25% 50,255 27%
[BAVIEX ENERGY BT 26,249 15% 31,415 17%
ALAMOS GOLD INC AGI \ 34,959 20% 31,155 17%
Account Total 175,281 100% 185,782 100%
Average Max Min

0.00% 0.00% Low 0.00 0.00

0.00% 0.00% Medium 0.00 0.00

0.00% 0.00% High 0.00 0.00
0.00% 0.00 0.00% 0.00 0.00%

0.00% 0.00% Cash 0.00 0.00

0.00% 0.00% Bonds 0.00 0.00

0.00%  0.00% Equity 0.00 0.00
0.00% 0.00 0.00% 0.00 0.00%

0.00% 0.00% Safety 0.00 0.00

0.00% 0.00% Income 0.00 0.00

0.00% 0.00% Growth 0.00 0.00
0.00% 0.00 0.00% 0.00 0.00%

. OBSI
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Equity Risk Rating — Video

#N/A Invalid Security

4

Prepared by:

OBSI RISK RATING

Firm Rating
Historical Date
Industry Group
Ind.Sub-Group
Domicile
Benchmark

EPS (Trailing 12m)
Dividend per Share

ales / Share (Trailing 12m)
Free Cash Flow / Share

[#N/A Invalid Security

January 0, 1500

#N/A Invalid Security
#N/A Invalid Security

#N/A Invalid Security
#N/A Invalid Security

[#N/A Invalid Security Average
Minimum Value
1st Quartile
2nd Quartile
3rd Quartile
Maximum Value

Revenue
Net Sales Growth (%)
Gross Margin (%)
perating Margin (%)
EBITDA

Net income

Return on Assets

Return on Common Equity
Return on Capital

urrent Ratio

EBIT/Interest Exp
otal Debt/Tot Equity
otal Debt/Tot Capital
Financial Leverage

#N/A Invalid Security valid Security A Invalid Security|

#DIV/0! #DIV/0! #DIV/0!

0.00 0.00 0.00
#num” #numt” #NUM!
ttNUM!: #num” #NUM!

0.00 0.00
0.00 0.00

#NUM!

0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00

0.00 0.00
0.00 0.00
0.00

Summary
#N/A Invalid Security

Market Cap = =
2-Year Beta - 1.00
5-Year Beta - 1.00
Upside Beta (5 Year) " BVALUE! 1.00
Downside Beta (5 Year) ¥ #VALUE! 1.00
Maximum Drawdown (3 Year)” ~ #VALUE!  ” #VALUE! "  #VALUE!
Price Volatility 360Day - -
Revenue - -

Dividend Payout Ratio = -
Consensus Ratings - -
Yield - 2
EPS - =
P/E Ratio - -
Retention Ratio - -
Financial Leverage = =
Ttl Debt/Ttl Equity - -
EBIT/Intr Exp - =

Industry Profile:

Business Profile:

Business & Operational Risks:

Risk Rating:

ENTER PARAMETERS HERE

Prepare Document

15
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GEAR ENERGY LTD

Prepared by: Amer Jalabi

EPS (Trailing 12m)
Dividend per Share
Sales / Share (Trailing 12
Free Cash Flow / Share

GEAR ENERGY LTD
S&:P/TSX COMPOSITE IND

Industry Profile:
- The Oil and Gas industry is highly competitive and is considered a higher risk industry due to

the volatility of the underlying commodities and above average industry cyclicality.

Business Profile:
- Gear is a junior Canadian exploration and production (E&P) company with heavy and light oil

production in Central Alberta, West Central Saskatchewan and Southeast Saskatchewan.

Comngomtiomal oo sal boe by the smptmn e Frenie For the teitial ssmare e D010 crmmemanag

GEAR ENERGY LTD

Prepared by: Amer Jalabi

OBSI RISK RATING‘

Historical Date

Industry Group
Ind.Sub-Group
Domicile
Benchmark

HIGH
June 30, 2017 Summary
Energy Gear Energy Ltd. provides oil exploration and production services. The
Qil Comp-Explor&Pradin Company focuses on heavy oil production areas in eastern central Alberta and
CA west central Saskatchewan.

S&P/TSX COMPOSITE INDEX

LR L e
Operating Margin (%)
EBITDA

et Income

Return on Assets

Return on Common Equit

Return on Caiital

Current Ratio

EBIT/Interest Exp
Total Debt,Tot Equity
Total Debt/Tot Capital
Financial Leverage

TTT T T T T T T T T L T T ST O Oy s TR T AT Py

- Business is capital intensive and need to continuously allocate cash to make up for the impact
of natural depletion as well as de-risking acreage/growing production.

- Gear Energy has a tougher time competing on accessibility, availability, proximity and capacity
of gathering and processing facilities, pipeline systems and railway lines. At times, a percentage
of its commodity sales must happen on the spot market.

- Furthermore, with a large percentage of sales being heavy oil, the company has exposure to
the Western Canadian Select (WCS) benchmark. WCS is a pipeline landlocked crude oil that has
been facing strong takeaway capacity issues due to pipeline constraints in Canada. This in turn
adds to the volatility of realized commodity pricing (i.e. sales).

Risk Rating:
- Our analysis highlights the above average risks associated with Gear Energy. Therefore and as
of June-2017, we've rated the equity as high risk.

—— |

—T iM
- 3M
- 2IM

M

[ |

- 1000K

b 500
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Portfolio Analysis

CASH Lo 12,500 7% 12,103 7%
26,250 15% 26,446 14%
GIC - 2 YEAR Low 17,560 10% 19,504 10%
TELUIS CUIRE I Ilediyim TR oo 14,013 8% 14,905
GEAR ENERGY GXE High 43,751 25% 50,255
i 26,249 15% 31,415
BAYTEX ENERGY BTE High o255 . 11se
ALAMOS GOLD INC AGI High 175,281 100% 185,782
H'I:lﬂﬁl: I'I'm. LA ALl —
21.43% 22.11% 20.75 Low 28,750.00 38,548,223
18.27% 18.52% 18.01 .
60.30% 60.73% so.cdl Medium 21,572.65 24.409.16
100.00% High 104,958.73 112,824.72
6.82%  7.13%  6.51% Cash 12,500.00 7.13% 12,102.63 .
14.61% 14.98% 14.23% Bonds 26,250.00 14.98% 26,445.60 14.23%
78.57% 79.25% 77.89% Equity 136,531.38 77.89%| 147,233.88 79.25%
100.00% 175,281.38 100.00%| 185,782.11 100.00%
6.82%  7.13%  6.51% Safety 12,500.00 7.13% 12,102.63 6.51%
14.61% 14.98% 14.23% Income 26,250.00 14.98% 26,445.60 14.23%
78.57% 79.25% 77.89% Growth 136,531.38 77.89%| 147,233.88 79.25%
100.00% 175,281.38 100.00%| 185,782.11 100.00%

17
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Actual Performance of Account

18

AN Lin17 OEDOEIT TREIMN 175 224 3@
30-lun-17 GIC - 2 YEAR BLY 26,250.00
20-lun-17 CAMADIAN TIRE CORP CTC/A BLY 119.00 147.56 17,559.64
30-lun-17 TELUS CORP T BLY 313.00 4477 14,012.01
30-Jun-17 GEAR ENERGY GXE BLY 59,123.00 0.74 43,751.02
30-Jun-17 BAYTEX ENERGY BTE BLY 2,333.00 3.15 206,248.95
30-Jun-17 ALAMOS GOLD INC AGl BLY 32,804.00 9.19 24,958.76
2-Oct-17 MANAGEMENT FEE (678.17) 678.17
2-Oct-17  TELUS CORP T 77.08 77.08
31-Oct-17 ALAMOS GOL - 49.03 49.03
1-Dec-17  CANADIAN TIR Net Capital Invested - Non-reg Account 77 35 77 35
2-Jan-18 MANAGEMEN] Net Capital (691.23) 691.23
2-Jan-18  TELUS CORP Invested 79.03 79.03
20-Feb-18  ALAMOS GA Transfer In 175,281.28 ©.79 (5,459.16)
14-Mar-18  GIC - 2 YEAR Less: Transfer Qut 5,459.16 (26,526.63)
14-Mar-18 CANADIAN | Net Capital Invested 169,822.22 171.13  (20,364.47)
14-Mar-18  TELUS COR Actual Performance - Non-reg Account 46.55 (14,570.15)
14-Mar-18 GEAR ENER Actual 0.69 (40,794.87)
14-Mar-18  BAYTEX EN 3.60 (29,998.80)
Performance
14-Mar-18 ALAMOS Gf /4,6 Of Account on 16-Mar-18 163,140.78 6.60 (19,800.00)
16-Mﬂ[-18 HNAI_ TRAN' Less: Net Capital Invested 169,822.22 16?;{14[].78
Net Return on Account (6,681.44)
OBSI
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Comparative Performance of Account

Met Invested

1 2

Trade Group 5tart Date

Trading Total 169,822 22

Fee Structure
END DATE:

S&P/TSX COMPTRIDX [ o= 000

0.0 0.0

suitable Benchmark Performance Return

i Total Value
Start Date 30-Jun-17 27-Feb-18
End Date 16-Mar-18 16-Mar-18
Benchmark Gross Return 5.56% 1.57%
Annual Management Fee 1.50% 1.50%
1.48%
| Benchmark Net Return 4.44%
-5,539.84 177,520.73
I suitable comparative Performance 183, D00, 515
Actual vs. Suitable Account Performance
Suitable
Actual Performance Comparative
Performance
Value Of Account at 16-Feb-18
Less: Net Capital Invested _ 177,520.73
MNet Return on Investment 169,822.22 169,822.22
The account underperformed the comparative benchmark by [6’631'44] ﬂ

The account underperformed the comparative benchmark by ] 14,380
(i.e. Financial Harm) OBSI

° ¥ OSBI




Thank you! Questions?

WWW.O0Dbsi.ca

20
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