ANNEX B

ISSUES FOR COMMENT

Issues for Comment on the Notice and Request for Comment

1.

2.

3.

4.

As a threshold question, should the CSA proceed with (i) mandating the Proposed
Methodology or (ii) adopting the Proposed Methodology only as guidance for fund
managers to identify the mutual fund’s risk level on the prescribed scale in the Fund
Facts? Are there other means of achieving the same objective than by mandating the
Proposed Methodology, or by adopting it only as guidance? We request feedback from
investment fund managers and dealers on what a reasonable transition period would be
for this.

We seek feedback on whether the Proposed Methodology could be used in similar
documents to Fund Facts for other types of publicly-offered investment funds,
particularly ETFs. For ETFs, what, if any, adjustments would we need to make to the
Proposed Methodology? For instance should standard deviation be calculated with
returns based on market price or net asset value per unit?

We seek feedback on whether you agree or disagree with our perspective of the benefits
of having a standard methodology, as well as whether you agree or disagree with our
perspective on the cost of implementing the Proposed Methodology.

We do not currently propose to allow fund managers discretion to override the
quantitative calculation for risk classification purposes. Do you agree with this approach?
Should we allow discretion for fund managers to move their risk classification higher
only?

Issues for Comment on the Proposed Methodology

5.

6.

7.

Keeping the criteria outlined in the introduction above in mind, would you recommend
other risk indicators? If yes, please explain and supplement your recommendations with
data/analysis wherever possible.

We believe that standard deviation can be applied to a range of fund types (asset class
exposures, fund structures, manager strategies, etc.). Keeping the criteria outlined in the
introduction above in mind, would you recommend a different Volatility Risk measure
for any specific fund products? Please supplement your recommendations with
data/analysis wherever possible.

We understand that it is industry practice (for investment fund managers and third party
data providers) to use monthly returns to calculate standard deviation. Keeping the
criteria outlined in the introduction above in mind, would you suggest that an alternative
frequency be used? Please specifically state how a different frequency would improve
fund risk disclosure and be of benefit to investors. Please supplement your
recommendations with data/analysis wherever possible.



8.

10.

11.

12.

13.

14.

Keeping the criteria outlined in the introduction above in mind, should we consider a
different time period than the proposed 10 year period as the basis for risk rating
disclosure? Please explain your reasoning and supplement your recommendations with
data/analysis wherever possible.

Keeping the criteria outlined in the introduction above in mind, should we consider an
alternative approach to the calculation by series/class? Please supplement your
recommendations with data/analysis wherever possible.

Keeping the criteria outlined in the introduction above in mind, do you agree with the
criteria we have proposed for the use of a reference index for funds that do not have
sufficient historical performance data? Are there any other factors we should take into
account when selecting a reference index? Please supplement your recommendations
with data/analysis wherever possible.

Keeping the criteria outlined in the introduction above in mind,

I. Do you agree with the proposed number of risk bands, the risk band break-points,
and nomenclature used for risk band categories?

ii. Do the proposed break points allow for sufficient distinction between funds with
varying asset class exposures/risk factors?

If not, please propose an alternative, and indicate why your proposal would be more
meaningful to investors. Please supplement your recommendations with data/analysis
wherever possible.

Do you agree with the proposed process for monitoring risk ratings? Keeping the criteria
outlined in the introduction above in mind, would you propose a different set of
parameters or different frequency for monitoring risk rating changes? If yes, please
explain your reasoning. Please supplement your recommendations with data/analysis
wherever possible.

Is a 10 year record retention period too long? If yes, what period would you suggest
instead and why?

Please comment on any transition issues that you think might arise as a result of risk
classification changes that are likely to occur upon the initial application of the Proposed
Methodology. How would fund managers and dealers propose to minimize the impact of
these issues?



