Proper Books and Records
Licensees must maintain proper records and accounting books relating to their
insurance activities, and where funds belonging to or received from a client are
received, in accordance with Generally Accepted Accounting Principles:


Licensees who do not have the required skill to maintain proper
accounting records should seek professional expertise.



Licensees are also expected to meet any requirements outlined in their
contracts with insurers.



Licensees should maintain their records in sufficient detail to ensure
customer protection.



Records should also show that certain license conditions and the licensee’s
duty to the client have been met. Depending on the type of business being
conducted, licensees should consider maintaining detailed records of:
o

Disclosures provided to a client

o

Client consents

o

Details regarding sub-brokering of business

o

Correspondence between the licensee and the client

o

Detailed notes on meetings or conversations with clients, insurers,
or adjusters

o

Requirements of insurers



How long should licensees keep books and records? This will vary
depending on the nature and complexity of the transaction; for example,
the duty to maintain records on a six-month ICBC policy for a “transient”
client would be lower than that of long term clients for a property and
casualty, or whole life insurance contract.



Licensees may be subject to requirements under various legislation
including the Insurance Act, tax legislation, and the Companies Act, and
may wish to obtain professional legal or accounting advice before finalizing
retention

Retention
ADVISOR/FIRM CLIENT FILE RECORD RETENTION
(How long records need to be kept)
Litigation
All products

Client records must be maintained throughout the lifetime of client’s
product relationship with your business.

While not a legislative/regulatory
requirement, consideration
should be given to retention to
cover the potential risk of future
litigation.

To cover the potential risk of future litigation, records should be
retained for 16 years from the date of the last transaction.* For
example: policy maturity, full surrender, transfer, lapse, death,
termination of relationship with client.
*Some provinces/territories limitation periods may vary:
• Manitoba – 30 years.
• Northwest Territories, Nunavut, Prince Edward Island – 30 years
for a person with a disability; otherwise 16 years.
• Quebec – client records must be maintained for the latest of five
years after the final closing of the client record or the last service was
rendered to the client (by the firm) or the expiration without renewal
or the replacement of the last product sold to the client.

Firm Regulation (Quebec)
All products

Client records must be maintained for the latest of five years after the
final closing of the client record or the last service was rendered to
the client (by the firm) or the expiration without renewal or the
replacement of the last product sold to the client. Pursuant Section
12 of the Regulation respecting firms, independent representatives
and independent partnerships (the “Firms Regulation”).

Proceeds of Crime (Anti-Money Laundering) and Terrorist Financing Act requirement

Universal life insurance, nonregistered investments
(segregated funds), and
annuities

Records must be maintained throughout the lifetime of client’s
product relationship with your business plus an additional five years
from the date of the last transaction. For example: policy maturity, full
surrender, transfer, lapse, death.

Destruction
Paper materials containing any clients’ or prospects’ personal information are to be destroyed using crosscut shredders. Electronic information must be deleted from all business technology (e.g., storage devices
such as computers, audio tapes, scanners, copiers), before the technology is removed or destroyed.
Permanent deletion of electronic records should occur at the end of the retention period.

Replacing Existing Life Insurance Policies
Agents replacing existing insurance policies must ensure the replacement is
genuinely beneficial to the interests of the insured. Where replacement could
be detrimental to the interests of an insured, an agent must make every
reasonable effort to maintain the existing policy in force.
The Replacement Regulation is intended to ensure the client receives full
disclosure of the details, including the advantages and disadvantages of both
policies, to allow an informed decision on whether to replace existing insurance.
When does a replacement occur? When, because of the purchase of a life
insurance policy, any existing life insurance contracts are:


Rescinded, lapsed or surrendered.



Changed to paid-up insurance, or continued as extended term insurance,
or under automatic premium loan.



Changed to reduce benefits or release over 50% of the cash values.



Subjected to substantial borrowing.

When does the Replacement Regulation apply? When the policy to be
replaced is:


A life insurance contract.



A temporary or “interim” life insurance contract.*



A rider to a life insurance contract.

*A temporary or “interim” contract exists where a client has applied for
insurance with and paid money to an insurer. Agents replacing such a contract
must comply with the Replacement Regulation.
When does the Replacement Regulation not apply? When:


The existing policy is an annuity.



The new or existing policy is group insurance.



The new policy is an exercise of a contractual privilege under an existing
policy with the same insurer.

Annual Self-Review Checklist – Suitable for all provinces
Anti-Money Laundering LL

Yes
Yes

No
No

N/A
N/A

Yes
Yes

No
No

N/A
N/A

Yes
Yes

No
No

1. Was staff training delivered for the calendar year?
2. Was Advisor training delivered?
3. If Advisor training is not offered, was a reminder notice sent out to
Advisors about the need for training?
4. Was the required self-assessment performed within the last 24 months?
5. Is the next self-assessment scheduled?
6. Were the last self-assessment’s results reported to management within
the required 30 days?
7. Is there an action plan in place for any deficiencies?
8. Were AML policies and procedures, including escalation procedures,
reviewed by the AML Officer and updated as needed?
9. Was the training material updated accordingly?
10. If you require Advisor certification of compliance with AML rules at
licence renewal, is this being accomplished according to the procedures?
11. Was the risk assessment reviewed and verified as still appropriate or
updated in light of the most recent regulatory changes and FINTRAC
Guidance on RBA?
12. Were Advisors reminded to update beneficial ownership and other
required information for high risk clients?

Privacy
1.
2.
3.
4.
5.

Was staff training delivered for the year?
Was Advisor training delivered?
Was the required self-assessment performed within the last 24 months?
Is the next self-assessment scheduled?
Were privacy policies and procedures, including breach and escalation
procedures, reviewed by the Privacy Officer and updated as needed, particularly
with regard to the impact of the Digital Privacy Act?
6. Was the training material updated accordingly?
7. Was the Personal Information Inventory reviewed and updated accordingly?
8. Do the consents used by insurers and Advisors seek “valid consent” under the
DPA and are they adequate to cover the activities the MGA engages in?
Co Market Conduct
1. Was staff training delivered for the year?
2. Was Advisor training delivered?
3. Were market conduct policies and procedures, including escalation procedures
reviewed and updated as needed?
4. Was the Advisor material reviewed and updated at the same time?
5. Was training material updated accordingly?
6. Was a self-assessment of the market conduct program completed within the last
24 months?

N/A
N/A

CAILBA 2016 - 1

7. Is the next self-assessment scheduled?
8. Was the complaints log maintained properly?
9. Was the errors and omissions coverage reviewed, with consideration given to
any changes in the business over the year, including outsourcing?
10. Was the file maintained for responding to the CLHIA Standardized MGA
Compliance Review Survey reviewed and updated?
11. Are credit checks being performed at license renewal or some other time?
12. Are Advisor certifications of compliance being collected at license renewal or
some other time?

Outsourcing

Yes
Yes

No
No

N/A
N/A

Yes
Yes

No
No

N/A
N/A

1. Have any changes to the business been identified that would require a change to
any outsourced arrangements?
2. Have any new outsourcing arrangements been entered into?
3. Have formal, documented outsourcing agreements been created and signed?
4. Have any changes to policies and procedures been made that require a change to
documentation?
5. Have the Board and/or management reviewed all outsourcing arrangements,
including:
 List of all material outsourcing arrangements and changes over the year;
 Whether outsourcing agreement needs amendment based on changes;
 Risk philosophy, materiality assessment, risk management program;
 BCP;
 Reports on service provider and service standards.

Overall Compliance
1. Have records management policies and procedures been implemented and
reviewed”
2. Did the Compliance Officer deliver all required Board/management reports?
3. Have the findings within all reports been actioned?
4. Has there been a regular flow of compliance information to Advisors, via such
things as compliance reminders and informational bulletins?
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Introduction
Background
In Spring 2006, the Canadian Council of Insurance Regulators (CCIR) and the
Canadian Insurance Services Regulators' Organization (CISRO) endorsed three
principles for managing conflicts of interest that might arise in the sale of life and health
insurance products. These are:
∂
∂
∂

the interests of the consumer must be placed ahead of those of the advisor;
actual and potential conflicts of interest must be disclosed; and
the recommended product must be suitable to the needs of the consumer.

At the same time, CCIR/CISRO agreed that the industry should take the lead in
developing approaches to address these principles. To that end, Advocis, the Canadian
Association of Independent Life Brokerage Agencies (CAILBA), the Canadian Life and
Health Insurance Association (CLHIA) and Independent Financial Brokers (IFB) have
worked together to describe the industry practices that relate to these principles.
Purpose
The Approach specifically addresses the third principle that the product recommended
be suitable. The needs-based sales practices described in The Approach, however, are
part of a broader package of industry practices intended to safeguard the interests of life
and health insurance consumers. More generally, therefore, when coupled with
meaningful and appropriate disclosure, these practices will help ensure that
recommendations made by licensed life and/or accident and sickness insurance agents
(advisors) address the client’s circumstances, including their financial needs and
objectives, and that the advice is not unduly influenced by other factors.
General Principle
The recommended product or service must be appropriate for the needs of the client as
determined by a needs-based assessment done by the advisor and/or as identified by
the client.
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Principle and Supporting Elements

The recommended product or service must be appropriate for the
needs of the consumer as determined by a needs-based
assessment done by the advisor and/or as identified by the client.

SUPPORTING ELEMENTS
COMMENTARY
Disclosure to Client
∂ understanding the companies the advisor represents
The consumer should be provided
and range of products he/she can sell helps the client
with information about the range of
in assessing if the advisor is likely to offer objective
products and services the advisor can
recommendations
sell.
∂ how much information is provided may vary by
transaction, e.g., when a client calls a call centre to
place an order vs when an advisor representing a
number of companies and products sits down with a
potential client

Client Expectations
The advisor and the client should
have a common understanding about
the services that the client expects
the advisor will provide in the
immediate transaction and ongoing
relationship. The advisor should
inform the client about any changes
that may affect this relationship.

∂

broader disclosure provided by advisor disclosure
protocol introduced in 2005, including how advisors are
compensated, potential conflicts of interest, and
consumer's right to additional information

∂

for more information on advisor disclosure
requirements, see Advisor Disclosure Reference
Document
important to clarify upfront the client's expectations
about the nature of the services the advisor can/will
provide, e.g., does client want to purchase
predetermined products or does client want
professional advice and/or product recommendations?

∂

∂

any advisory fees should be disclosed

∂

what level of ongoing service will be provided?

∂

if there's been an express discussion of expectations
and the nature of the client/advisor relationship, it is
often useful to document this more fully

∂

sometimes expectations will be implicit in the nature of
the transaction, e.g., when a client places an order
through a call centre
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Fact Finding
Where product recommendations or
professional advice are sought by the
client, the advisor should obtain such
information about the client as is
reasonable in the circumstances.

∂

the type and amount of information gathered, the
means of gathering this information and the level of
documentation will vary and depend on a number of
factors including:
a)
b)
c)

∂

it's a good idea to note requests for information that
was not supplied by the client -- the advisor may wish
to inform the client about the impact that working with
limited information has on the services provided (if any)

∂

where appropriate, information relevant to assessing
the client’s risk tolerance should be gathered
the advisor should assess needs based on information
gathered through the fact finding process

Needs Assessment
Based on the facts and information
obtained from the client, advisors
should identify the client’s life
insurance need. The extent of the
assessment will vary according to
product and circumstance.

∂

Recommendations and Advice
Insurance product recommendations
and professional advice should
address a client need given the
circumstances at the time of the sale.

∂

Reason Why
Clients should receive a written
explanation of the recommendation.

nature of the services to be provided;
complexity of client’s circumstances and/or
objectives; and
willingness of client to make accurate and full
disclosure.

∂

the needs assessment will vary in complexity based on
client's circumstance and/or the nature of services
being provided by the advisor

∂

the advisor should maintain records that show the
scope and nature of the needs assessed
recommendations and any professional insurance or
financial advice needs to be appropriate to the client's
assessed needs and risk tolerance

∂

a general rule of thumb to consider: Would the product
recommendations and professional advice be
reasonably expected to address the client's need given
the circumstances at the time of the sale?

∂

the advisor should maintain records that demonstrate
the rationale of the recommendations that were made
or the advice that was given

∂

summarize relevant information from the fact finding
and needs assessment to explain the recommendation

∂

where appropriate, note differences between the
recommendation and the client's choice of amount
and/or type of coverage

∂

where appropriate, mention unmet needs to be
addressed in the future

∂

include a call to action, i.e, ask questions if anything is
unclear and retain for future reference
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Product Information
The client should be informed about
options available through the advisor
and provided with information about
the products that the advisor
recommends.

∂

advisors should be familiar with product information
provided by companies and able to relate this
information to the needs of their clients

∂

specific measures to inform the client about products
will vary with channels and circumstances

∂

general educational consumer information available
through CLHIA or government websites or brochures

Explanatory Notes

The recommended product or service must be appropriate for the
needs of the client, as determined by a needs-based assessment
done by the advisor and/or as identified by the client.

GENERAL BACKGROUND ABOUT THE APPROACH
1. What is the purpose of The Approach?
The Approach is an industry-developed description of sales practices that address
one of the principles for managing conflicts of interests that was recently introduced
by Canadian insurance regulators. By demonstrating that you are following The
Approach, you can show that your sales practices are consistent with the regulators'
principle that the recommended product fits the client's needs.
2. Why was The Approach developed?
In 2006, Canadian insurance regulators released three principles for managing
conflicts of interest. Rather than introduce new regulations, however, the regulators
agreed that the industry could take the lead in determining how to address these
principles. The six elements in The Approach describe generally accepted sales
practices within Canada's life and health insurance industry. The Approach shows
how these elements, in different transactions that range from the very simple to the
very complex, provide a means of ensuring that advice and recommendations are
appropriate to the needs of the client.
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3. What are the three principles?
The three principles endorsed by regulators for managing conflicts of interest
between the advisor and the client are:
∂ The interests of the consumer must be placed ahead of those of the
advisor
∂ Actual and potential conflicts of interest must be disclosed
∂ Recommended product must be suitable to the needs of the client.
4. Will I need to change how I conduct my business?
In most cases, probably not. The Approach describes sales practices that are
commonly used through the life and health insurance industry. One thing that might
change is record-keeping. If you are not already carefully documenting your client
meetings, you should begin maintaining client files so it is clear how your
recommendations link to the client's circumstances.
5. Why do I need to document how I reached my recommendation?
There are a number of reasons. Many advisors find the effort pays off in assisting
them in providing better service to their clients and this can lead to increased sales.
If manufacturers received a complaint from a client, they will ask to see this
documentation. As well, the regulators have indicated they intend to monitor
compliance with their principles. If the regulators are investigating a complaint from a
client, they will look for evidence that you followed this approach. More generally, if
you are ever involved in a client dispute, such documentation can be most helpful in
defending yourself.
6. Are the practices required?
Sales practices will vary from transaction to transaction depending on a number of
factors. In other words, they are "scalable." Some of the relevant factors are
whether the client wants advice or is simply asking you to complete an order for a
specific product, the complexity of the products and services being recommended
and how much information about potential needs that the client is willing to provide to
you. In many cases, specific practices associated with each of the elements are
required by regulation in some provinces.
7. I always consider my client's needs in making recommendations but don't always
document the steps. Why should I keep documentation?
If a client or a beneficiary has a complaint about the products you recommended, you
will need to show how the information the client provided to you linked to your needs
assessment and advice. In investigating complaints, evidence that you followed the
elements in The Approach will help you explain and defend your practices.
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8. How do I demonstrate that my sales practices follow the elements?
You need to be able to describe the process you follow in establishing a relationship
with the client, obtaining information and making a recommendation. You also need
to have notes to explain the depth of your analysis. All of this should be recorded so
it can be recovered if you need it.
9. Who will ask for proof that my practices follow The Approach?
The practices that are described in The Approach are all recognized as sound sales
practices within the life insurance industry. As such, if there is a complaint from a
client, there are a number of parties that might want proof that you followed these
practices. They include insurance regulators, the insurance company that provided
the product in question, your E&O carrier, the OmbudService for Life and Health
Insurance (OLHI) and the courts if there is a lawsuit.
10. If I am dually licensed, will the account opening and suitability I do for my client
for mutual funds need to be repeated for life insurance?
That depends. If you simply do a standard securities Know Your Client (KYC)
analysis, that will not be sufficient for life insurance transactions. You may, however,
find one approach that is flexible enough to deal with all the types of transactions you
handle.
SUPPORTING ELEMENTS IN THE APPROACH
Disclosure to Client
11. How does this relate to the Advisor Disclosure initiative that was introduced in
2005?
The Advisor Disclosure practices that were introduced in 2005 include the information
that is described in the Disclosure to Client element of The Approach. The idea is
that clarifying which companies you represent and the types of products you can sell
provides a context for the advice you give and the recommendations you make.
12. In following the 2005 Advisor Disclosure protocol for business relationships,
compensation and conflicts of interest, I already provide written disclosure. Is
this requiring something else?
No. If you are already following the Advisor Disclosure protocol and documenting
this in your client file, you are doing what you need to with respect to this element of
The Approach.
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Client Expectations
13. I generally use an introductory or engagement letter with my clients. Is that
enough?
Yes, if the letter is specific to the agent/client relationship and includes information
that relates to the description of this element in The Approach.
14. Are there other ways of documenting client expectations?
Yes, a notation of a discussion in the client file or a letter to the client may be
sufficient. The "how" is less important than the "what" so, if you are satisfied that
what you are doing achieves the intent of clarifying client expectations, this should be
sufficient.
15. Is there a need to do this every time I meet with my client?
No, the agent/client relationship is intended to be long-term so it is not necessary to
formally revisit expectations every time.
Fact Finding
16. Sometimes I gather basic facts in an informal process and other times I use a
more complete fact-find, depending on the situation. Should I be standardizing
my fact-finding?
No, a standardized fact-find is not necessary. The elements in The Approach are
"scalable" so the extent of fact finding will vary depending on a number of
circumstances including the client's expectations about the service you will be
providing and the complexity of the client's needs and the products you recommend.
17. Will the regulators be mandating a form that everyone has to use in all
situations?
No, not at this time. The regulators established the principle that products
recommended be appropriate to the needs of the client. The Approach that the
industry has developed to address this principle is intended to be flexible. If the
regulators find evidence that advisors are not following The Approach, they may
mandate forms or other practices.
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18. Sometimes clients already know what they want, and don't want to take the time
to go through the fact-finding process. What do I do then?
This is an example of what is meant by the elements being "scalable." If the client
has already identified his or her needs and is coming to you to buy a specific product,
the fact finding has, in effect, been done. There is no need to repeat it. In this
situation, if you have documented the client expectations and needs, you can
generally proceed with the transaction. NOTE: A special situation may arise in
Quebec where some have interpreted provincial regulation there as requiring a
needs analysis as a condition of proceeding with the sale.
19. Sometimes a client does not want to disclose certain pieces of information. What
do I do then?
One option is to clarify what the client wishes to disclose as part of establishing the
client expectation. Another option is to place a qualification or caveat in the
recommendation or document noting the limited information. But see the NOTE
about Quebec in #18.
Needs Assessment
20. How would documentation vary from the fact-finding exercise?
In many transactions, fact-finding and needs assessment are two elements in a
single process. Fact-finding is the collection of factual information about the client
while needs assessment is the evaluative part of the process. Documentation should
show the linkage between facts about the client's circumstances and assessed
needs. It should also show what options were considered. In some cases, the
documentation for both will be combined.
21. In most of my client meetings, fact finding and needs assessment make up one
continuous process. Do I need to do anything different now?
Not necessarily. If you are keeping appropriate records that document how the facts
relate to needs, this is probably sufficient.
22. Do I need to do all this if my client already knows what he or she wants?
There are a number of situations in which the fact-finding and needs assessment are
already done. Your client may have had a financial plan done by someone else or
may have identified a need on their own. In situations like these, you do not need to
go through the steps with the client but a note in the client file should document these
circumstances so it is clear why you sold a particular product to this client.
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Recommendations and Advice
23. What should be in the records to show how the need has been addressed?
Documentation about your recommendations and advice should describe the linkage
between fact-finding, needs assessment and advice. The record should have
enough information so someone with similar knowledge of the products and services
could understand why the recommendation was made -- in law this is the
"reasonable person" test.
24. Is there a specific test to determine that advice is appropriate?
No. There are usually a number of ways to address a client's needs. The key is to
be able to explain how the recommended product or service does this. As well, you
may need to take into account needs that are only partially or not immediately being
addressed.
Reason Why Letter
25. The Approach already talks about having written documentation of the fact
finding and needs assessment. Is this duplicating what I already do?
That is not the intent. The requirement to document relates to the records that you keep
in your client file. The Reason Why letter is intended to be a brief summary of this
information. It is given to the client. In addition to helping the client understand the
recommendation, it is something he or she can keep as a convenient reminder of why
the policy was purchased. If you already provide this sort of information to the client,
you may not need to prepare a separate letter. But the information should be brief and
presented in a way that achieves the intent of the Reason Why letter.
26. Do I need to provide a separate Reason Why letter for a replacement?
Generally, the answer to the first question on the Life Insurance Replacement
Declaration (i.e., Why do you want to replace your policy?) will address the same issues
and does not need to be repeated in a separate letter. See the CLHIA Reference
Document Replacement Disclosure for more information about how to answer this
question on the LIRD.
27. Can the Reason Why letter be an e-mail?
Assuming the client has indicated a wish to communicate by e-mail, yes. If you are
sending an e-mail, it is important that the message be formatted in a way that is clear
and easy to read. You should put the same care into preparing the e-mail that you
would put into a printed letter. You should also consider the sensitivity of specific
information and decide if an e-mail is appropriate in the circumstances.
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28. What needs to be included in the Reason Why letter?
The letter should address the following:
∂ Identify the carrier and the product by brand name and type of insurance.
∂ Briefly and in plain language summarize key client circumstances identified in
the Fact Finding.
∂ Briefly and in plain language describe the client needs that are addressed by
the recommendation.
∂ If the recommendation does not fully meet a need (e.g., the client needs
$500,000 of coverage but can only afford $250,000), this discrepancy should
be explained
∂ If the recommendation does not address certain needs (e.g., the client needs
life and critical illness but can only afford life), a follow-up plan to address
these needs in the future should be described.
∂ If the recommended product has different fee structures (e.g., front-load, noload and DSC for segregated funds), the choice of a fee structure should be
explained. See the CLHIA Reference Document IVIC Suitability for more
information.
∂ Tell the client to ask questions about anything in the letter that is not clear or
does not sound correct.
Sample letters in Appendix 1 illustrate how this content can be presented.
29. If the client knows what he or she wants, do I need to prepare a Reason Why
letter?
Yes. If the client indicates why he or she needs the requested coverage, the client's
request and explanation should be reported in the letter. If the client simply requests a
certain type and amount of insurance, this should be noted. In these situations, the
letter will generally be much shorter than in situations involving analysis and advice.
30. When do I need to deliver the reason why letter?
You should provide it to the client no later than the date he or she receives the policy. If
you wish, you can give it to the client at an earlier date.
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Product Information
31. Sometimes, I use product brochures and marketing information developed by the
insurance companies. Other times, I develop my own marketing information.
Are both appropriate?
Possibly. The same standards for accuracy, clarity, etc apply to all information,
regardless of its source. If you follow these standards, it may not matter. You need
to keep in mind that some insurers may wish to review any materials describing their
products so, if you plan to use your own materials, you should check the obligations
in your selling contract.
32. I don't use product brochures but I do use illustrations. Is this appropriate?
Probably. A brochure may be easier to understand than a detailed illustration so it is
important to consider how the documents are being used and the client's
circumstances. You should also bear in mind any conditions specific insurers may
place on the use of illustrations.
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Appendix 1

Sample Reason Why Letter
These four samples are intended to show the level of detail that should be included in
the letter and a possible way of presenting this information in various types of situations.
The recommendations described in these samples are not intended to serve as
examples of suitable recommendations.

Scenario 1: Recommendations Fully Implemented
I am recommending that you buy a ten year renewable term life insurance policy. The
policy is called [name of policy] and it is offered by [name of insurer].
When we met, you indicated that you and your husband are both young and healthy,
you are expecting your first child and just bought a house. You said you are the sole
income earner in the family want an inexpensive option to pay off the mortgage if you
die.
This policy meets your needs by providing the coverage you want ($250,000) in the
least expensive way. You could extend the coverage with a longer term but this is more
expensive. A ten year renewable policy means the insurer will continue the coverage
for ten years provided you pay the premium each year.
If any of this information about you or your needs is not correct, please let me know
right away.
If you have any questions about the policy or why I am recommending it, don't hesitate
to ask me now or at any time in the future. You should also keep this letter with your
personal papers as a reminder of why you have the policy.

Scenario 2: Recommendations Partially Implemented
I am recommending that you buy a universal life policy and critical illness insurance.
The universal life policy is called [name of policy] and it is offered by [name of insurer].
The critical illness policy is called [name of policy] and it is offered by [name of insurer].
When you met, you indicated that you are quite well off and are primarily concerned
about building up an inheritance for your children in a tax efficient manner. You also
indicated you are healthy but would like some additional financial security if you become
sick and can't work.
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We have discussed various ways you can use the universal life policy. For now, the
most effective way of meeting your needs is for you to simply pay the premiums. You
also indicated that the critical illness insurance is not an immediate priority so you will
think about it some more.
About this time next year, we will discuss the critical illness issue.
If any of this information about you or your needs is not correct, please let me know
right away.
If you have any questions about the policy or why I am recommending it, don't hesitate
to ask me now or at any time in the future. You should also keep this letter with your
personal papers as a reminder of why you have the policy.

Scenario 3: Wealth Product with Fee Options
As we discussed, I have sent in the application for an individual variable insurance
contract. The policy is called [name of policy] and it is offered by [name of insurer].
When we met, you indicated that you wanted to invest in the equity market but did not
feel comfortable with the risk that goes with investing in mutual funds. Instead, you
said, you wanted put your money in a segregated fund.
The IVIC you bought has the basic death and maturity guarantees. This means the
most you can lose is 25% of your investment. This guarantee applies if you keep your
money invested in the contract until it matures or you die. As we discussed, if you need
to withdraw money before then and the market value is down, the value of your
investment is will be down by the same amount.
You put your money in a Canadian equity fund. You can invest additional amounts in
this fund at any time. You can also switch your investment to another fund in the
contract or invest additional amounts in a different fund.
This contract has different fee options. You selected the no-load option because you
wanted all your money invested up front and you thought you thought you might want to
withdraw some of your money while DSCs still applied.
If any of this information about you or your needs is not correct, please let me know
right away.
If you have any questions about the policy or your investments, don't hesitate to ask me
now or at any time in the future. You should also keep this letter with your personal
papers as a reminder of why you have the policy.
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Scenario 4: Order Execution
On your request, I have submitted an application for [name of policy] with [name of
insurer].
This 20-year term policy for $500,000 corresponds to the term and amount of your
mortgage.
As your bank requires, the policy is collaterally assigned to [name of bank].
If you die and the death benefit is greater than the amount owing on your mortgage, the
difference will go to the beneficiary you named.
If any of this information about you or your needs is not correct, please let me know
right away.
If you have any questions about the policy, don't hesitate to ask me now or at any time
in the future. You should also keep this letter with your personal papers as a reminder of
why you have the policy.
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1.

INTRODUCTION

1.1

Purpose

The document describes industry practices intended to clarify the relation of the features of an
Individual Variable Insurance Contract (IVIC) to the needs of a client.
It is important to bear in mind that the circumstances of individual clients will vary considerably.
For this reason, the applicability of specific practices described in this document, except those
that are required by statute, can only be determined by taking into account the circumstances of
a specific transaction.
The needs-based sales practices described in Section 4 are carried out by advisors. This
section is intended to expand on and provide practical guidance in the area of IVICs to help
advisors understand the more general advice in The Approach, a reference document that was
prepared jointly by Advocis, CAILBA, CLHIA and IFB in 2007 and updated in 2015.
The practices related to product design and information, training and oversight are generally
carried out by insurers. In some cases, however, insurers may delegate training or oversight
functions to another party, such as a Managing General Agent.
1.2

Background

The IVIC is one of many wealth management products designed to address a variety of needs.
The IVIC is a highly flexible product that can be used on its own or in combination with other
wealth management products. Advisors need to understand the features of this product and
how it fits with client needs in order to include it in a suitable recommendation.
When it became a mainstream retail product in the mid-1990s it was primarily used for capital
accumulation. It provides consumers with the upside potential of investing in market-linked
funds while allowing them to enjoy protection against the down-side risk of market declines.
This protection is provided in mandatory 75% death and maturity benefits. Many contracts allow
the consumer to increase these benefits to 100 percent. In 2006, with an increasing number of
Canadians approaching retirement years, insurers began adding income protection in the form
of guaranteed withdrawal benefit (GWB) features. These optional benefits are continuing to
evolve and currently guarantee income for life or a specified period.
For many consumers, the decision to purchase an IVIC usually revolves around these
guarantees and the role they play in providing a desired level of financial security. But the fact
that IVICs are life insurance contracts means that they provide insurance features such as
probate bypass and potential creditor protection that, for some, are important reasons to
purchase the product.
Insurers and advisors both have important roles to play in ensuring that the product is
appropriate for consumers. The task of the insurer is twofold, to design a product that functions
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in a reliable and predictable manner and to create product information outlining this for advisors
and clients. The task of the advisor is to identify the financial needs of the consumer to ensure
the IVIC product is suitable for them in light of their particular circumstances and then assist the
consumer in understanding how the product meets his or her financial needs.
Industry practices intended to address issues related to the suitability of IVICs fall under four
general areas:
∂ development of the product and related information
∂ training of the field force
∂ product-specific guidance related to needs-based sales practices
∂ oversight of sales practices
This document describes practices in each of these four areas.
2.

PRODUCT DESIGN AND INFORMATION

2.1

Product Design

In designing products, insurers make a number of assumptions about the behaviour of both the
advisor and the consumer. These assumptions cover a range of variables including: who will
purchase the product, the fee option they will select, what optional features they will select, how
long they will live and a number of discretionary choices the client might make once he or she
has entered into the contract. These choices are about fund selections, surrenders, payment of
additional premiums, resets of guarantees and deferrals of payments.
The accuracy of these assumptions about the behaviour of the advisor and the consumer is
critical to assessing the risk that the insurer is assuming with the product. Accordingly, insurers
have an interest in ensuring that these assumptions are aligned with the marketing and end use
of the product. This interest is addressed by, among other things, ensuring the product is
accurately described in the information insurers provide and, as much as possible, accurately
understood by both advisors and consumers.
2.2

Product Information

Having access to accurate information about a product is a key to providing sound advice and
making an informed decision.
The central disclosure document is the Information Folder. The content and delivery
requirements for the Information Folder are set out in CLHIA Guideline G2. Among other things,
the delivery requirements include client acknowledgement of receipt. Since 2011, the
Information Folder has included Fund Facts and Key Facts. These documents have prescribed
formats that are intended to provide brief, plain language descriptions of the investment options
and the contract features respectively.
Since the introduction of GWB features, many insurers have started providing illustrations to
more effectively explain to clients how these guarantees work. Generally accepted practices for
GWB illustrations are described in CLHIA Guideline G15.
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Many insurers offering IVICs provide asset allocation software or questionnaires to assist in
selecting an appropriate mix of investment options.
Finally, and not to be overlooked, there are a number of regulatory and industry standards
related to product information about IVICs and how it is provided. At the most general level,
insurers are prohibited by statute from engaging in any unfair or deceptive act or practice. This
standard applies to any information insurers prepare about their products, including advertising.
3.

PRODUCT KNOWLEDGE

As with any complex life insurance product, disclosure documents and other consumer
information prepared by the insurer are generally intended to complement the role of the advisor
in ensuring the consumer is able to make an informed purchase decision and use the IVIC
appropriately. In addition to helping direct the client towards the most relevant information, the
interactive two-way dialogue between the advisor and his or her client is often the best
indication of the client's understanding.
In addition to the product information prepared for consumers, insurers also develop more
technical information that is specifically intended for professional use. This typically includes a
summary product guide, sales concept material and an operations or administrative guide. The
sales concepts, in particular, provide detailed advice about product suitability by showing how
the product can be used in certain circumstances for certain purposes. All of these materials
generally include information about how advisors can receive additional support from insurers.
Advisor support provided by insurers is designed to prevent unacceptable sales practices such
as poor needs analysis, failure to assess suitability of the product for the client,
misrepresentation and misuse of illustrations. As well, it is part of an insurer's efforts to address
its broader responsibilities in relation to the distribution of their products. In this regard, CLHIA
Guideline G8 provides that insurers should establish a system to monitor agents that is
reasonably designed to ensure that agents comply with relevant legislation, the insurer’s Code
of Conduct and other industry standards.
4.

NEEDS-BASED SALES PRACTICES

The Approach, a Reference Document jointly prepared by Advocis, CAILBA, CLHIA and IFB,
describes the steps that advisors take to develop needs-based recommendations about life
insurance products. This Reference Document explains how the process described in The
Approach can be applied to sales of IVICs.
The three steps that are relevant to developing a recommendation are:
∂ fact finding
∂ needs assessment
∂ recommendations and advice
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In reading the description of these steps in this Reference Document, it is important to keep in
mind that the process is not linear. In fact, most sales transactions will involve going back and
forth and revisiting each of these stages to refine an understanding of the client and how various
products and features can meet his or her needs. Equally, the steps do not produce a formula
with specific questions and answers leading to a single conclusion about what might be suitable
for a client.
Each of these steps requires skill and judgment on the part of the advisor. As noted in The
Approach, the specific questions the advisors should ask will vary depending on the
circumstances of the individual client and the complexity of the products being considered. Of
the three steps, fact finding is the most objective but even here the advisor must decide on an
appropriate level of inquiry and choose an approach that will effectively elicit the information
required to identify the client's needs. The process of assessing needs introduces more
subjectivity. It requires that the advisor make judgements about the priorities of the client and
differentiate between wants and needs. Finally, the development of recommendations is the
most subjective as there will seldom be a single preferred or optimal product recommendation to
address the needs that have been identified.
Although fact finding, needs assessment and recommendations are described separately in this
document, they will generally form part of a seamless sales process that may occur in a single
meeting or a series of meetings between the advisor and the client.
The information that is gathered during this process and the rationale for all recommendations
should be accurately and completely documented. Complete written documentation should be
accessible if it is needed and a written summary to support the recommendation should be
provided to the client.
4.1

Fact Finding

Fact finding generally begins with a preliminary assessment of the client's circumstances. This
typically informal discussion is used to determine specific areas of interest so more formal
inquiry can be targeted and efficient.
Some markers that can be used in a preliminary assessment as indicators that an IVIC is a
suitable product include:
∂ professional and/or entrepreneur: may indicate a need for creditor protection
∂ older: may indicate a need for probate by-pass
∂ conservative investment profile: may indicate a need for guarantees
∂ large estate: may indicate a need for privacy, probate bypass
∂ approaching retirement: may indicate a need for income guarantees
This is not an exhaustive list. Given the flexible nature of the product, there is a lengthy list of
client circumstances that can be addressed by the features in an IVIC.
More detailed questions following the preliminary assessment focus on acquiring a better
understanding of the client's needs to help determine whether or not an IVIC can form part of a
suitable product allocation. For each of the specific features, the objective of fact finding and
sample questions are described below. The sample questions are intended to be illustrative of
the type of questions advisors might ask. With experience, advisors will inevitably gain comfort
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with specific questions that they find to be most effective to understand their client's
circumstances and needs.
4.1.1

Basic Contract

Death and maturity guarantees on capital and insurance features (i.e., creditor protection,
probate bypass, etc.) are common to all IVICs. The objective of fact finding in this area is
twofold:
∂ determine the extent to which the client needs or wants up-side opportunities (capital
gains) and protection against down-side risks (capital losses)
∂ identify the extent to which the client needs insurance features such as creditor
protection, probate bypass, death benefit
Sample Questions
The following are potential areas of enquiry, and likely will not be applicable in every situation.
This list is intended to stimulate effective fact finding strategies, not set out minimum areas of
enquiry.
∂
∂
∂
∂
∂
∂
∂
∂
∂
∂
∂
∂
∂
∂
∂
4.1.2

Do you have life insurance?
Do you need creditor protection?
Do you have any dependents?
Are they involved in your financial decisions?
Do you have goals for your money after you die?
Do you have a will?
Are you concerned about the ability of your heirs to manage their finances?
How much money will you need when you retire?
Are you comfortable with market fluctuations?
Are you comfortable with the risk that you could lose some of your original investment
Do you like to make investment decisions?
Do you want your beneficiaries to get their money quickly?
How important is privacy to you?
How long do you plan to hold the investment?
What do you plan to do with the money in the future?
Income Guarantees

IVICs with GWB features provide the client with a guaranteed stream of income for either life or
a fixed period. For almost all clients, GWB income will be a portion of the client's retirement
income stream. The objective of fact finding in this area is threefold:
∂ identify the client's overall retirement income needs
∂ identify the sources, amounts and extent of risk associated with client’s expected
retirement income streams
∂ identify the extent to which risks line up with risk tolerance
At the end of the day, any recommendation about the GWB feature should include a
recommendation about how much of a client's total portfolio should be allocated to GWB
products. To make this recommendation, the advisor needs to determine how a specific
allocation to the GWB stream fits within the client’s overall financial mix to address a number of
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factors. In developing the recommendation, the advisor may wish to obtain information about
the client’s:
∂ overall liquidity needs
∂ potential risk or volatility in other income streams
∂ need for continued capital growth to provide future income
∂ contingency funds for unexpected expenses
∂ need for capital preservation to build or maintain an estate
∂ need for tax efficiency
Sample Questions
There are many ways that the advisor can obtain the information necessary to provide informed
advice regarding the applicability of GWB products. The following questions cover many areas,
not all of which will be applicable in any given situation, and they are not exhaustive. They are
meant to stimulate effective fact finding strategies, not set out minimum areas of enquiry.
∂
∂
∂
∂
∂
∂
∂
∂
∂
∂
∂
4.1.3

How many years do you expect to need income?
Are you concerned about running out of money?
Do you require access to your capital?
What other investments do you have?
When do you need your money?
What guaranteed sources of lifetime income do you have?
Do you have a Defined Benefit pension?
What, if any, other sources of income do you have? Or will you have?
Are you concerned about inflation?
Do you want to protect income for your spouse or partner?
What level of income do you require for necessities?
Investment Options

IVICs offer a wide range of investment options. The objective of fact finding in this area is to
ensure an appropriate allocation of assets to meet the client’s need for growth over the longterm and access to capital in the short-term.
Many insurance companies offer asset allocation software or questionnaires to assist with this
aspect of fact finding. Advisors may wish to develop a series of questions to either supplement
these aids or act as an alternative to them.
Sample Questions
The following questions are not exhaustive. They are meant to stimulate effective fact finding
strategies, not set out minimum areas of enquiry.
∂
∂
∂
∂
∂
∂

When do you need your money?
Are you comfortable with market fluctuations?
If the markets go down, what size loss would make you uncomfortable?
Can you afford to lose 30 percent of your investment?
Do you like to make investment decisions?
What other investments do you have?
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4.2

Needs Assessment

The advisor should look for needs that can be positively addressed by one or more features of
the product and for needs that would be negatively affected by product limitations.
An example of a positive need would be a conservative investor who is concerned about market
volatility. All other things being equal, this is a need that is addressed by the IVIC's guarantees.
An example of a need that could be negatively affected is an individual approaching retirement
who expects major expenses to arise at unpredictable times after he or she retires. All other
things being equal, the effect of excess withdrawals on the GWB income stream would limit the
effectiveness of this feature.
The key in both these examples is the phrase "all other things being equal." In most cases, a
single need, either positive or negative, will not be determinative. For example, a GWB income
stream may still be appropriate in the example cited if the individual has sufficient additional
funds outside the IVIC to handle these expenses.
At this stage, the goal is to develop an inventory of client needs. This involves identifying them,
quantifying them where possible, and assessing their relative importance for the client.
4.3

Fees and Charges

Throughout the sales process, careful consideration should be given to fees and charges and
how these affect both the affordability and the performance of the product for the client.
In presenting recommendations, the advisor should explain the various fees and charges so the
client understands both the initial and ongoing costs and how these costs relate to the
guarantees and other benefits under the contract.
Many insurers offer multiple fee options with their products. Where there is a choice, the
advisor should consider the appropriateness of each option for the client. Some options, such
as a deferred sales charge (DSC) may not be suitable for certain clients, e.g., those who are
older or those who have indicated they may need more immediate access to their money.
4.4

Recommendations and Advice

Once the client's needs have been assessed, the next step is to determine the product or
products that address these needs.
For most clients, a suitable product or products will not address all needs equally effectively.
Since the recommendations involve judgments about an appropriate balance, they should be
accompanied with advice about needs that are not fully addressed. This type of discussion and
related recommendations about product allocation are especially important in the area of
income protection as single products are not generally intended to address all of a client's
needs.
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In discussing the recommendations with the client, it may be helpful to use the description of
key features contained in the Key Facts document (a required part of the Information Folder)
and relate each of the features to the identified needs.
Where the advisor recommends a leveraging strategy to help the client achieve his or her goals
for wealth creation, it is important to reinforce the fact that leveraging can magnify losses as well
as gains. The client should be advised that a leveraged purchase involves a greater risk than a
purchase using cash resources only. Any recommendations about leveraging should take into
account both the client's financial resources to cover any losses that might result from the
strategy and the client's tolerance for this risk.
As discussed under Fees and Charges, the advisor should describe the costs associated with
the proposed solution and any potential limitations. This is also an opportunity for the advisor to
disclose potential conflicts of interest that may arise in relation to fees and charges.
The advisor's recommendations should be accompanied by a written letter that identifies the
key client circumstances and needs and explains how the recommendations address the client's
needs.
5.

OVERSIGHT

Insurers should generally take a risk-based approach to monitoring the sales practices of
advisors selling IVICs.
There are a number of "red flags" or indices for review that insurers can use to identify
situations calling for heightened monitoring or investigation. These include:
∂ deferred sales charges incurred due to early surrenders
∂ surrenders within six (6) months
∂ excess withdrawals
∂ product switches, e.g., from mutual funds to segregated funds
∂ movement between internal policies and/or external organizations within a short period
of time, typically six (6) months, one (1) and two (2) years
∂ frequent transactions (excluding those in systematic plans)
∂ leveraging
∂ concentration limits
∂ deviations from normal sales patterns
∂ older clients
None of these indices, by themselves, are evidence of unacceptable sales practices. Rather,
they are signs that the insurer, or the person to whom oversight has been delegated, should use
to heighten monitoring and perhaps question a specific recommendation.
Insurers should have policies and procedures in place that are reasonably designed to detect
these indices and implement appropriate measures where they are detected.
In addition to this risk-based approach, insurers should proactively conduct practice reviews of
randomly selected advisors to confirm they are following the needs-based sales practices
described here.
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6.

CONCLUSION

Given the inherent complexity of client circumstances and the fact that alternative solutions may
often be available, there is seldom a single or best recommendation that advisors can make
regarding IVICs.
For this reason, it is important that advisors carefully document the information gathered and
used at each step in the needs-based sales process. If, at some time in the future, there are
questions about the recommendation, it will generally be necessary to reconstruct the advisor's
reasoning to determine whether the rationale for the advice is reasonable. As discussed in the
explanatory notes that accompany The Approach, the appropriateness of advice and
recommendations will be determined by considering the fact finding and needs assessment and
whether or not these support the advisor's decisions.
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Date

:

RE: ENGAGEMENT LETTER

Dear ___________________________,
Thank you for considering my services. My practice is based on helping Canadians better their financial
circumstances through a client centered, needs based solution approach. I work in association with CF
Canada Financial Group Inc. as an independent representative with unbiased access to the major financial
product supplier companies in Canada.
I am licensed to operate in the following province: ……………………………..
I represent several insurers but I place the majority of my business as follows: …………………………….
Should the need arise, I can obtain access and may suggest products from other companies that may better
fit your financial needs.
The growth of my business practice relies entirely on the referrals provided by my satisfied clients, and this
enables my focus to be devoted to client services rather than marketing efforts. It is my practice to
compensate my clients and associates for introduction to new perspective clients.
This letter sets forth my understanding of the scope and nature of the services provided, as well as the
form of remuneration by which I am compensated:
1.
Review
I will review and analyze financial information furnished to me relating to your financial circumstances,
including financial objectives, insurance coverage, current investments, retirement planning, and estate
planning.
2.
Written Analysis
Based on my review, and depending on the specific financial solution appropriate to your circumstances, I
will prepare a written analysis, or a solution illustration, or both. All recommendations will be based on
your goals and objectives as they relate to you and your family or business.
3.
Implementation and Periodic Review
I will assist you in implementing the strategies that have been agreed upon. Accordingly, I will be available
on an ongoing basis (at least once a year), by telephone or in person, to regularly monitor your progress
toward achieving your financial goals. As appropriate to your changing circumstances, I may initiate
suggestions for changes.
4.
Fees
I charge no fee for these services however, I am compensated in two ways: First, If as a result of our
discussion and analysis you agree that there is a need for one of the product solutions that I can offer, I am
going to ask you to place your business with me: I will be paid a commission and possibly incentives by the
company that provides the product you purchase; and Second, whether or not a need is uncovered at this
time, if in your judgement you find that my services were valuable to you, I will ask you to introduce me to
some of your friends and acquaintances that you believe would likewise benefit from this kind of services.
If in case your name is referred to me by other people, the referrer may receive a gift or a fee from me to
express my gratitude for his or her support.
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5.
Limitation on Scope of Services
These Services are not a substitute for a participant's own business judgment. These Services also do not
include, and should not be relied on, for matters relating to:
(1)

Accounting and Individual or Corporate tax compliance services, specific tax strategies and tax
advice

(2)

Legal opinions, legal services and the review and analysis of legal and contractual documents, such
as pension plans, wills, trusts, or other agreements and contracts.

In case that specific legal, accounting or tax questions arise, you will seek professional advice in the matter.
6.
Client's Co-operation
In order for me to provide appropriate recommendations and solutions, I need to rely on information made
available to me by you on a timely basis. You agree to provide me with requested information and
documents, as required and pertinent to the matters we discuss. You also agree to advise me of any
material changes to your personal circumstances that may impact the recommendations that I make (e.g.
marriage, separation, divorce, birth of child, inheritance, loss of job, etc.).
7.
Conflict of Interest
I take the potential of a conflict of interest seriously. I will notify you if there is a conflict of interest of
which I become aware in regard to my recommendations to you. My overall recommendation will take into
consideration, and will be based on my analysis of your financial security needs.
8.
Confidentiality and Privacy
In connection with this engagement, certain non-public and confidential information may be furnished to
me. I agree to not disclose, or keep a permanent record of any such information to any person except as
required for the performance and implementation of the services agreed to, or where disclosure is required
by law, or where written consent has been obtained from you.
If this letter correctly sets forth your understanding of the terms and objectives of the engagement, please
so indicate by signing in the space provided below.

Yours very truly,

_______________________________
Name:
Phone :
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Investor Profile Questionnaire
Advisor Name: ________________________________

Date: __________________________________

Client Name:

Signature: ______________________________

________________________________

1. Which time frame is consistent with your financial goals?
A
Under 3 years
B
3 – 5 years
C
6 – 10 years
D
11 – 15 years
E
15+ years
2. What is your most important investment goal?
A
I want my investment to be secure, provide me with modest income
now, or to fund a large expense within the next few years
B

Score = 0
Score = 2
Score = 4
Score = 5
Score = 6

Score

Score = 0

I want my investments to grow and I am less concerned about
income. I am comfortable with moderate market fluctuations

Score = 4

C

I am more interested in having my investments grow over the long
term. I am comfortable with short-term volatility

Score = 6

D

I want long-term aggressive growth and am willing to accept
significant short-term market fluctuations

Score = 10

Score

3. Which of the following would best describe your level of investment knowledge?
A
Novice
My investment knowledge is limited
Score = 0
B
Beginner
Have a very basic understanding of investing
Score = 2
C
Average
Have a working knowledge of various investments
Score = 3
D
Extensive
Solid understanding of investments and their risk
Score = 5

Score

4. Please indicate which statement reflects your overall view on managing risk.
A
I am risk averse and not prepared to expose my investments to any
Score = 0
fluctuations in order to earn higher long-term returns
B
I am prepared to experience average fluctuations in order to achieve
Score = 4
a higher long-term return
C
I want to maximize my long-term returns and am comfortable with
Score = 6
significant fluctuations

Score

5. If you owned an investment that fell by 20% over a period of six to nine months,
what would you do?
A
Sell all of the remaining investment
Score = 0
B
Sell a portion of the remaining investment
Score = 2
C
Hold the investment and sell nothing
Score = 6
D
Buy more of the investment
Score = 10

Score

6. The following portfolios show a best and worst range of return possible in any
given year. Which portfolio would you be most likely to hold?
25
20
15
10

Bad

5

Good

0
-5

Portfolio A

Portfolio B

Portfolio C

-10
-15

A
B
C

Portfolio A
Portfolio B
Portfolio C

Score = 0
Score = 3
Score = 5

7. If you could increase your chance of improving your investment returns by taking
more risk, would you:
A
Be unlikely to take more risk
Score = 0
B
Be willing to take a little more risk with some of your investments
Score = 4
C
Be willing to take a lot more risk with some of your investments
Score = 7
D
Be willing to take a lot more risk with all of your investments
Score = 10
8. What type of investor are you?
A
You may be reaching retirement or simply prefer to take less risk.
Security of capital is your biggest concern
B
You want a balance between growth and security. You are willing
to accept some risk for potential higher returns over time
C
Growth is more important but security is still a factor. You are
willing to accept some risk for potential higher returns over time
D
The growth of your money is your main concern and you plan to be
invested for a long time. You are very comfortable with riding out
the ups and downs of the market potential higher long-term results

Score

Score

Score = 0
Score = 4

Score

Score = 8
Score = 10

Total Score
Score

Portfolio

0 – 10

Conservative

11 – 20

Moderate

21 – 42

Balanced
Global Balanced

43 – 62

Growth

Investment horizon is short, prefer to take less risk. Security is most important
Investment horizon is relatively short, prefer to take less risk. Security is very
important
Longer investment horizon, willing to accept some risk for potential higher returns
over time
Longer investment horizon, willing to accept some risk for potential higher returns
over time and looking to diversify outside Canada
Long time horizon, will accept risk for potential higher returns over time

Reason Why letter samples
Sample #1 – Life insurance
(Name of client),
Based on my review of your needs and subsequent recommendation, you purchased a 10-year renewable
$250,000 term life insurance policy. The policy is called [name of policy] and is issued by [name of insurer].
When we met, you indicated that you and your husband are both young and healthy; you’re expecting your first
child and just bought a house. You said you’re the sole income earner in the family and want an inexpensive
option to pay off the mortgage if you die.
This policy meets your needs by providing the coverage you want ($250,000) in the least expensive way. You
could extend the coverage with a longer term but this is more expensive. A 10-year renewable policy means the
insurer will continue the coverage for 10 years provided you pay the premium each year.
We also discussed critical illness insurance and you indicated it isn’t an immediate priority and will think about it
some more. We agreed about this time next year, we will discuss the critical illness issue.
If any of this information about you or your needs is not correct, please let me know right away. If you have any
questions about the policy, please don’t hesitate to ask me now or at any time in the future. You should also
keep this letter with your personal papers as a reminder of why you purchased the policy.
Sincerely,
(Name of advisor)

Sample #2 – Segregated funds
(Name of client),
Based on my review of your needs and subsequent recommendation, you purchased a [name of insurer]
segregated fund (Canadian Equity) for $100,000. When we met, you indicated you wanted to invest in the equity
market but didn’t feel comfortable with the risk that goes with investing in mutual funds. Instead, you said you
wanted to put your money in a segregated fund.
This segregated fund product you purchased has the basic (75%) death and maturity guarantees and this means
the most you can lose is 25% of your investment. This guarantee applies if you keep your money invested in the
contract until it matures or you die. As we discussed, if you need to withdraw money before then and the
market value is down, the value of your investment will be down by the same amount.
This contract has different fee options. You selected the no-load option because you wanted all your money
invested up front and thought you might want to withdraw some of your money in the short term.

1

If any of this information about you or your needs is not correct, please let me know right away. If you have any
questions about the policy or your investments, please don’t hesitate to ask me now or at any time in the future.
You should also keep this letter with your personal papers as a reminder of why you purchased the policy.
Sincerely,
(Name of advisor)

Sample #3 – Term life – coverage recommendation not fully implemented
(Name of client),
Based on my review of your needs and subsequent recommendation, you purchased a $500,000 20-year
renewable term life insurance policy. The policy is called [name of policy] and is issued by [name of insurer].
When we met, you indicated you would like an insurance policy to replace income in the event of death of you
or spouse. To replace your combined income the need identified was $750,000.
Based on your ability to afford the policy premium payments, you decided to decrease the coverage to $500,000
which only partially meets the need identified ($750,000).
If any of this information about you or your needs is not correct, please let me know right away. If you have any
questions about the policy, please don’t hesitate to ask me now or at any time in the future. You should also
keep this letter with your personal papers as a reminder of why you purchased the policy.
Sincerely,
(Name of advisor)

Sample #4 – Term life – client directive
(Name of client),
On your request, I have submitted an application for [name of policy] with [name of insurer]. This 20-year term
policy for $500,000 corresponds to the term and amount of your mortgage.
As your bank requires, the policy is collaterally assigned to [name of bank]. If you die and the death benefit is
greater than the amount owing on your mortgage, the difference will go to the beneficiary you named.
If any of this information about you or your needs is not correct, please let me know right away. If you have any
questions about the policy, please don’t hesitate to ask me now or at any time in the future. You should also
keep this letter with your personal papers as a reminder of why you purchased the policy.
Sincerely,
(Name of advisor)
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Leverage Risks Disclosure Statement
Using borrowed money to finance the purchase of Segregated Funds/Guaranteed Investment Funds
involves greater risk than a purchase using cash resources only. Should you borrow money to purchase
Segregated Funds/Guaranteed Investment Funds, your responsibility to repay the loan as required by its
terms remains the same even if the value of the segregated fund declines.
All annual expenses (income tax payable and loan interest payable) must be paid by the investor and not
through withdrawals from the fund.
Important information about your investment funds is included in the information folder (segregated
funds/guaranteed investment funds) and is available from your financial advisor. This information
should be read prior to your purchase of these funds.
Actual tax deductibility of loan interest depends on a number of factors. Individual tax situations and tax
deductibility will vary. Tax laws are subject to change and therefore, tax treatment of any illustrated
figures cannot be guaranteed. Clients should consult their own tax and legal advisors with respect to
their circumstance.
A deferred sales charge may apply should the investment be redeemed within the deferred sales charge
time period.

Summary of Leverage Risks
Please review each of the following and tick the box to confirm your understanding of the statement.
I understand that funds fluctuate in value and future returns are not guaranteed
I understand leveraging magnifies gains and losses
I plan to invest for a minimum of 10 years or longer
I may be able to deduct all, some, or none of the loan interest charges, if applicable, depending
upon (a)the investment fund chosen, (b)the nature and the amount of investment returns realized
and (c) applicable tax law
I understand that interest rates and loan payments can fluctuate
The lender will possess certain rights and powers depending upon the nature of the loan agreement
and that I need to understand the terms and conditions associated with all loan documents
Taking out a loan to purchase investment funds will increase my Debt Service Ratio which may
impact my ability to borrow money for other purposes
I feel that this use of leverage is both appropriate and suitable for my situation
I have sufficient liquid assets or monthly net cash flow to meet the monthly interest payment
(before any tax deduction) and income tax payable on the taxable investment income

____________________

______________________

__________________

Client Name

Signature

Date

____________________

_______________________

__________________

Advisor Name

Signature

Date
May 2018

COMPLAINTS LOG
Recipient of Complaint: ________________________________________________________________
Date received: _____________________________________________________________________
Name of Complainant: ______________________________________ Policy Number: ____________
Address: __________________________________________________________________________
___________________________________________________________________________________
Telephone: __________________________________

Fax: ___________________________

Email: ______________________________________________________________________________
Advisor Name: _____________________________________________________________________
Nature of complaint:
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
Date acknowledgement was sent out: _____________________________________________________
If the complaint pertained to Advisor conduct and appears to be serious, has the E&O carrier been
notified? _____________________________________________________________________________
Date settled:

________________________________________________________________________

Explanation of settlement and final position (include whether regulator was involved):
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________
Was the carrier notified of the complaint pertained to Advisor conduct? Date and contact:
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
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