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Purpose for an Investment Policy Statement

An Investment Policy Statement (IPS) provides the framework for youstmeat decisions. The IPS
ensures that the decision-making process with respect to the managenoemtpafrifolio will be
consistent, even when unexpected market fluctuations tempt to distract yogofrotang-term strategy.
Investment recommendations will always be made in concert with thdigaithat we agree upon and
outline in this document. | view the development of an effectiveadiperativé. the essential
foundation upon which our work together will be based.

This report has been prepared to assist in the analysis of your ctimantial
position and to help you identify steps that you can take to assistnyou i
achieving your personal financial goals and objectives. Although great care
has been taken to ensure the accuracy of this report, it sholddben mind

that projections, by their very nature, are based on a variety afmgstons

and as such it is likely that the actual results achieved allsomewhat
different than illustrated. For this reason it is very importémt you review
your strategy on a regular basis to ensure it's timeliness andgaet® to your
changing financial position.
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Your Investment Philosophy and Objectives

Investment Philosophy

Risk Tolerance- Based on our discussions and your responsgetifis questions regarding variability
of investment returns, we have determined that @erance for investment risk is moderate. An
understanding of your personal risk tolerance hddiiime an investment strategy that you will feel
confident maintaining through market ups and downs.

Involvement- You want to have some active involvement inrtfmitoring of your portfolio and would
like to be advised regularly about the status of yavestments. We will work together to define the
extent to which you wish to be personally involasdwell as the nature and frequency of our
communication.

Market Timing — While you believe your investment strategy stidalve a long-term perspective, you
also believe superior returns can be earned bygadvantage of short-term market trends.

Constraints -No constraints at this point in time.

Investment Objectives

Growth— While you believe that generating income inftiiare and having liquid funds available for
emergencies and opportunities today is importaital growth is clearly your primary objectivetlais
time.

Liquidity - At this time, having liquid funds available for emarges and opportunities within your
portfolio is not a high priority.
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Your Current Financial Position

Your net worth statement measures your financial position at a spegiffit in time. It also provides a
benchmark from which you can measure your progress. Net Worth is the differeneerbgoar total
assets of $446,323 and your total liabilities of $80,000. Presently, your net wiB66i823.

Other

0
0

0 3 446,323

0

0 $ 80,000

Mark

Personal Use Assets $ 125,000 $
Investment Assets
Registered Investments 61,425
Non-Registered Investments 51,984
Total Assets $ 238,409 $
Liabilities
Personal Use Liabilities 40,000
Total Liabilities $ 40,000 $
Net Worth $ 198,409 $

$450,000+

$400,0004

$350,0004

$300,000-

$250,000-

$200,000-

$150,000-

$100,000-

$50,000- .

$04 . T
Assets Liabilities Net

|I Non-Registered @ RSP's B Personal |

Net Investment Assets

0o $ 366,323

While net worth is a measure of your overall progress, it is younvettment assets that will fund your
financial goals. Your net investment assets of $196,323 are comprised aftpbumtestment assets

minus your investment liabilities.
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Your Current Investment Holdings

Cash
AIC-Money Market
Subtotal

Fixed Income
AGF-Canadian Bond Fund
AGF-Canadian Bond Fund
Subtotal

Canadian Equities
AGF-Canada Class
Acuity-Pooled Canadian Balanced Fund
Subtotal

Mark Total Registered
Maria Total Registered
Total Combined Registered

Cash
Cash
Subtotal
Short Term Fixed
GIC Portfolio
Subtotal
Canadian Equities
Mackenzie-lvy Enterprise Series M
Subtotal
U.S. Equities
Dynamic-Focus + American Fund
Subtotal

Total Combined Non-Registered

Owner

Mark

Mark
Maria

Mark
Maria

Owner

Joint

Joint

Joint

Joint
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Asset Allocation

Current Asset Allocation
Asset allocation is the cornerstone of good investing.

Each investment included in your portfolio must be part

of an overall asset allocation strategy. And this plan

must not be generic (one-size-fits-all), but rather must be

tailored toyour specific needs.

Based on the information that you have provided, the
current asset allocation of your portfolio is:

Cash 8.0%
Short Term Fixed 34.7%
Fixed Income 30.2%
Canadian Equities 14.6%
Canadian Small Cap Equities 1.5%
U.S. Equities 10.6%
U.S. Small Cap Equities 0.1%
International Equities 0.1%
Total 100.0%

Proposed Asset Allocation

In order to identify a target asset allocation that
appropriate for you, we take into consideration the
information collected during our discussions, younrent
financial position, future investment goals, andryability
to withstand short-term market fluctuations. These
constraints are then translated into an assetdithoc
strategy that optimizes the risk/reward relatiopshfiour
proposed asset allocation is:

Cash 5.0%
Short Term Fixed 17.0%
Fixed Income 14.0%
Special Income 11.0%
Canadian Equities 7.0%
Canadian Small Cap Equities 9.0%
U.S. Equities 8.0%
U.S. Small Cap Equities 11.0%
International Equities 8.0%
Real Estate 10.0%
Total 100.0%

B Cash B Short Term Fixed
B Fixed Income

@ Canadian Equities

B U.S. Equities

B International Equities

0O Special Income

O Canadian Small Cap Equities
B U.S. Small Cap Equities

B Real Estate

Long-Term Return: 7.4%
Long-Term Risk: 6.2%

8% 10%

11%

8%

17%
9%

11% 14%

B Cash O Short Term Fixed
B Fixed Income

@ Canadian Equities

B U.S. Equities

B International Equities

O Special Income

O Canadian Small Cap Equities
B U.S. Small Cap Equities

B Real Estate

Long-Term Return: 8.6%
Long-Term Risk: 7.5%
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Efficient Frontier

In his Nobel Prize winning work, Harry Markowitz played advanced mathematics to solve the puzzle of
how to achieve maximum return with the least amoféirisk. He was able to calculate “mathematically
correct” portfolios that were most effective indoating the trade-off between the risk and rewanchdbus
asset classes. He called those portfolios “effitiand was able to plot them graphically to illasér the

range of possibilities for each level of risk opegted reward. The graph below shows the “effidiemttier”
for your portfolio from an overall strategic perstiee:

12.0%

10.0%
8.0%
A

Return 6.0%

4.0%
2.0%
0.0% T .
0.0% 5.0% 10.0% 15.0%
Risk
—&— Efficient Frontier Current Portfolio A Target Portfolio

The returns for your current portfolio(s) are conagieto those for the target portfolio(s) being raomended
in the graph below.

] - Cumulative
Annugl | Portfolio
Portfolio Return on
Return . - $10,000

- 0
°:00% + ($10,000)
-10.00% ($30,000)
1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006
=== Current Portfolio I Proposed
—— Current Portfolio - - ® - - Proposed
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Portfolio Repositioning Recommendations

Current Current Target Target Reposition Reposition
Asset Category % Value ($) % Value ($) % Value ($)
Cash 8.06 15,831 5.0 9,816 -3.06 -6,(
Short Term Fixed 34.71 68,139 17.00 33,374 -17.71 -34,765
Fixed Income 30.2¢ 59,2917 14.00 27,486 -16.20 -31,811
Special Income 0.0 D 11.00 21,55 11{00 21,595
Canadian Equities 14.63 28,713 7.00 13,743 -7.63 -14,970
Canadian Small Cap Equities 1.55 3,038 9.00 17/670 7.45 14,632
U.S. Equities 10.66 20,92b 8.00 15,706 -2|66 -5,219
U.S. Small Cap Equities 0.10 190 11.00 21,595 a0.9 21,405
International Equities 0.10 190 8.00 15,706 7190 15,516
Real Estate 0.0 D 10.00 19,632 10}00 19,632
Totals 100% 196,323 100% 196,323 N/A N/A
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Portfolio Risk vs. Return

Within the context of investing, it is generallynotuded that there is a trade-off between riskramgrd3
that higher reward can only be achieved by takingame risk. However, in designing an investment
portfolio, the objective should always be to ackithe highest expected return with the least amafurgk.
Measuring reward is straightforward. It is the cameld expected return of the individual assets. guigk
can be measured in many ways, the most frequesely method is to determine the degree of volatiiy
can be expected. The statistical measurement afilitglis called “Standard Deviation” and it igechnical
way to measure the range of return fluctuation etguefor a given portfolio mix among the major &sse
classes.

The Risk vs. Return graph below illustrates how the proposed change in your poiitfaiigact your
projected long-term return and the degree of risk or volatility witbir yportfolio.

A portfolio that falls on the far left side of the graph, consisting almmatirely of short-term cash type
investments, represents the least risky portfolio (one that ectgto fluctuate the least in the short-
term) and has the lowest expected returns. A portfolio on the far righokthe graph, which would
consist of mostly equity investments, represents the portfolio vathihest short-term volatility with
the highest expected returns. Portfolios between these two extegneseant efficient portfolios of
gradually increasing returns and correspondingly increasing risk.

12 v

10 +

Return

Risk

e Old Portfolio —— Change e New Portfolio
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Portfolio Risk vs. Time

Standard Deviation measures the range within which a portfolio’s radéuoh may vary (higher or
lower) from the average return, based on historical data. The lowernderstaleviation, the less
volatile the investment has been historically. While we kit history does not repeat itself exactly, the
rates of return for the various asset classeshmidassociated “risk” are influenced by econoryides that
do have a reasonably consistent long-term pafiése purpose of quantifying portfolio risk by calculating
the expected standard deviation is to provide insight into the best andatessbfrreturn you can expect
from your portfolio in any given year.

As stated previously, while markets can be very unpredictable in thetsim, over an extended period
of time, they actually become quite predictalslevolatility or risk decreases and the actual return
achieved should move closer to the long range expected return. Consider thiaddiRortfolio Risk
versus Time” graph, which illustrates this concept:

Current Portfolio in background
25 Proposed Portfolio in foreground R
95% certainty from average return

1 Year 2 Yrs 3 Yrs 5 ¥Yrs 10 Yrs 20 Yrs 30 Yrs
1 2 3 5 10 20 30

Year Years Years Years Years Years Years
Current Portfolio
Highest likely (%) 20.06 16.19 14.49 12.81 11.14 9.97 9.46
Expected return (%) 7.48 7.48 7.48 7.48 7.48 7.48 7.48
Lowest likely (%) -5.10 -1.23 0.47 2.15 3.82 4.99 5.50
Proposed Portfolio
Highest likely (%) 23.63 18.96 16.93 14.92 12.92 11.53 10.92
Expected return (%) 8.61 8.61 8.61 8.61 8.61 8.61 8.61
Lowest likely (%) -6.41 -1.74 0.29 2.30 4.30 5.69 6.30
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Highest Likely and Lowest Likely Returns

From the graph above, it is clear that short time horizons (less tharsh gemonstrate high potential
volatility of expected returns, whereas over longer time horizonatégrthan 5 years), volatility, and
thus, risk is reduced.

Study this graph carefully as it provides a good picture of the lowest angtighens you can expect
from your portfolio, over both short-term and long-term time horizons. This ngddeprofile is a key
component in establishing your Investment Policy Statement as isrdlegetly to your personal
tolerance for risk.

Portfolios with an emphasis on aggressive long-gnowth will tend to experience a higher degree of
volatility in the short-term than portfolios withnaoderate or conservative emphasis on growth. i3 i
trade-off that must be accepted in order to achigyleer rates of return. In most instances, yawkshplan
to hold your investments for a minimum five to seyears. This should allow any short-term fluctuadito
even out through an entire economic cycle.
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Assumptions

An Investment Policy Statement is a long-term planning document. Consequ&ntigcessary to make
a number of assumptions about the future so that we can identify the long-fEat your investment
decisions will have on your portfolio. These are the assumptions that we hdeénnaiing our
calculations:

Inflation

The performance of most investments is significantly influenced sateef inflation experienced
through the time period that you own them. Therefore, we have to apply an expdatidhifeéctor to
estimate future returns. We have used an assumed inflation rate ohfodghbut this report.

Portfolio Returns

The long-term returns, used for projecting portfolio performance, are basestanchireal rates of

return (historical return minus historical inflation) for eactetiskass. These long-term returns are based
on appropriate indices for each asset. While past investment perfermarcguarantee of future
performance, history gives us insight into how asset classes behavengvperiods of time and we use
this information to project portfolio values over time.

Portfolio Risk or “Volatility”

The calculation of expected risk or volatility @fah asset class is based on the historical inthcesich
asset class. In calculating overall portfolio vititstt however, another dimension must be considigteat
being the degree to which returns of each ass&t otave up and down, compared to each other.hinitzd
terms, this is called “correlation of returns” ansupplies the real power of asset allocatiorethuce risk,
while simultaneously increasing return. This iscemplished by combining assets with varying pattefns
return in the portfolio so that, as some are fglimvalue, others are offsetting that decline \pitisitive
returns. This is a simplified explanation and tbial calculation is complex. Fortunately, throtigé power
of modern day computers, we are able to accuredehpile portfolios that have the highest expeatddrn
for whatever level of risk an investor is willinggassume. Consequently, we can choose the pottialio
most efficiently matches risk and reward for youg has the highest probability of meeting your clijjes.
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Implementing Your Investment Policy Statement

The creation of an Investment Policy Statement is an importanstest but the effective
implementation of that strategy is equally, if not more, critical wheames to the attainment of
your overall goals and objectives. In implementing your investment stratedyave a number of
methods, approaches and styles from which to choose.

Implementation Methods

Individual Investments — Select individual stocks, bonds, GICs and other direct investments to
implement the portfolio recommendations.

Mutual Funds Portfolio — Select a portfolio of different mutual funds from a variety of diffeasset
classes and manually re-balance the portfolio at periodic intdovaiaintain its intended risk/reward
profile.

Asset Management Service- Identify an asset management service appropriate for your situation. The
selection will take into account personal preferences, portfolio sizetirgpaquirements and range of
investment options, measured against fees charged to ensure good vakiead.rébe asset
management service provider invests your money in asset class poolafoaatting to your Investment
Policy Statement. Your portfolio is automatically re-balanced whariebecomes necessary, to maintain
its intended risk/reward profile.

Private Money Management— Identify a private money management service that is appropriate to your
situation. The selection will take into account personal preferenceiliposize, reporting requirements
and range of investment options, measured against fees charged to ensureugosdeedived. The

private money management firm may allocate your money to pooled fundsviissitin specific asset
classes or, possibly, individual securities, depending on your investmeagemaent strategy. The

private money management service will re-balance the portfoliccordance with a pre-determined
strategy, which is also outlined in your IPS. Due to the higher level of custamirnath respect to

portfolio design and monitoring, many private money managers limit theicesito individuals with
portfolios of a certain minimum size, for example, one million dollars or more

Asset Allocation Approach

There are several schools of thought when it comes to the approach to be ersédcames to
implementing a target Asset Allocation. The two primary approackéStmategic” or “Tactical”. A
choice needs to be made as to which of these approaches should be used in your situation.

Investment Style

Investment Managers tend to favour certain types of securities jpottielios they manage. They are thus
often referred to as eithegrowth” or “value” oriented. It's also possible to be a combination of the two.
As we structure your portfolio, these investment styles will bertékto consideration.

Management Style

The Management Style used will determine how your money is managed. The tvhdipessre either
“passivé or “active” management styles. The choice of investments within your portfolio sl ¢
dependent on the management style most appropriate for you.
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The Recommended Option

The following chart graphically illustrates the method of implemeaatiat we feel is appropriate
for you, given your profile and objectives:

. !

Individual Investments Mutual Funds Portfolio Asset Mgmt. Servict Private Money Mgmt.
Implementation Method

4

Tactical Strateaic
Asset Allocation Approach

Value Blend Growth
Investment Style

Passiv Active
Management Style

Date Printed: 6/19/07 Page 14 Best Financial Inc.



Implementation Strategy

AIC US Money AIC US Money Market | . $3,07: $3,07:
AGF-Canada Class $12,98 $C $-12,98;
AGF-Canadian Bond Fund $42,98" $12,28! $-30,70:
AGF-Canadian Money Market Account $0 $3,07: $3,07
AGF-Canadian Stock Fund $C $9,21: $9,21¢
AlIC-Money Market $5,45! $C $-5,45]
AIC-World Equity $0 $6,14: $6,14:
CIBC Global-Centaur US Equity Fund $C $9,21: $9,21:
Friedberg Foreign Bond $C $6,14: $6,14:
Mackenzie-Universal Precious Metals $C $3,07: $3,07:
Real Estate $O $6,14: $6,14:
U S. Small Cap Equities $3,07: $3,07;
Suboal T eera sena
AIC US Money AIC US Money Market | | $1,54¢ $1,54¢
Acuity-Pooled Canadian Balanced Fund $18,98 $C $-18,98:
AGF-Canadian Bond Fund $11,94: $6,18¢ $-5,757
AGF-Canadian Money Market Account $C $1,54¢ $1,54¢
AGF-Canadian Stock Fund $C $4,63¢ $4,63¢
AIC-World Equity $C $3,09: $3,09:
CIBC Global-Centaur US Equity Fund $C $4,63¢ $4,63¢
Friedberg Foreign Bond $C $3,09: $3,09:
Mackenzie-Universal Precious Metals $C $1,54¢ $1,54¢
Real Estate $O $3,09: $3,09¢
U S. Small Cap Equities $1,54¢ $1,54¢
Subotal a0 ss093 |
AIC US Money Market | $5,19¢ $5,19¢
AGF-Canadian Bond Fund $O $20,79: $20,79:
AGF-Canadian Money Market Account $C $5,19¢ $5,19¢
AGF-Canadian Stock Fund $C $1559¢ $15,59!
AIC-World Equity $0 $10,39 $10,39¢
CIBC Global-Centaur US Equity Fund $C $15,59! $15,59!
Cash $10,00( $0 $-10,00¢
Dynamic-Focus + American Fund $12,98:¢ $C $-12,98c¢
Friedberg Foreign Bond $C $10,39¢ $10,39¢
GIC Portfolio $67,00( $C $-67,00(
Mackenzie-lvy Enterprise Series M $13,98: $C $-13,98/
Mackenzie-Universal Precious Metals $C $5,19¢ $5,19¢
Real Estate $O $10,39¢ $10,39¢
U.S. Small Cap Equities $5,19¢ $5,19¢
Subtotal | $10396{  $188964 |
GrandTotal | $19632]  $19632] |
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Investment Policy Statement - Agreement

Purpose

As a result of your input and our discussions, we have jointly developeduegrirent Policy Statement
(IPS). Its purpose is to guide us in effectively implementing and supenasstrategy for managing your
investment assets. To accomplish this, we have:

Ascertained your attitudes, expectations and objectives.

Outlined the various asset classes and allocations to be used in theempl&on of your IPS.

lllustrated the target rate of return and associated risk assbeiah your target portfolio.

This IPS also creates an effective channel of communication betwserthat important issues and
concerns for either party can be clarified. By committing our agreed upon themghtgitten document,
the potential for conflict and general misunderstandings is greatiyniaed. For this reason, we ask you
to sign this Agreemenit: to confirm that you concur with its contents. This Investment Policgiatait

(IPS) is not a contract of any kind. It is only meant to be a summary of @aadagpon investment
strategy for your portfolio.

| agree with the Investment Policy Statement as outlined in this dotunfierther agree that this
document shall provide the guidelines under which my investment portfolio wilbibaged.

Signed this day of 200

Mark Green Maria Green

Lynne Copithorn
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Investment Policy Statement - Action Plan Checklist

Date
When Who What Complete
Now Lynne Investment Policy Statement Agreement Review this
Mark Investment Policy Statement and answer any questions o
Maria concerns you might have. Once you are satisfied that the
proposed strategy is appropriate for you, sign the Agreement.
Now Lynne Implementation of your Target Asset Allocation— We will
Mark work with you to implement your target asset allocation usjing
Maria various investment alternatives.
Regularly | Lynne Investment Reporting— Based on your recommended
Mark implementation option, you will receive investment reporting
Maria on a regular basis. This reporting will identify all transactio"vns
during the reporting period.
Annually | Lynne Portfolio Reviews— Together we will conduct annual
Mark meetings to review your portfolio results. If at any time yo
Maria experience a change in your financial circumstances or lif
goals, we should discuss the implications that these changes
may have on your investment portfolio.
Future Planning Action Steps
Date
When Who What Complete
Mth/Year | Lynne Life Goals Analysis —From our review of your investments, jt
Mark is apparent that you would gain significant benefit by having us
Maria complete a Life Goals Analysis to extend this Investment
Policy Statement into an overall Personal Financial Strategy
that goes beyond how to manage your portfolio.
This Life Goals Analysis is a more comprehensive review of
your personal financial goals and objectives and it offers
broader recommendations of the action steps that need to be
taken to achieve those goals and objectives. The depth of
review has many benefits, the primary one being that you'll
have a roadmap to guide youalth of your financial decisions,
not just those related to investments.
For us to complete this work, we will need to collect some
further information. This would include a discussion about your
life goals, information about your personal cash flow and a
review of your tax situation.
Mth/Year | Lynne Life Goals Analysis in the event of Death +rom our review
Mark of your investments, it is apparent that you would gain
Maria significant benefit by having us complete a Life Goals Analysis

in the Event of Death to extend this Investment Policy
Statement into an overall Personal Financial Strategy.

For us to complete this work, we will need to discuss your
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Date
When Who What Complete

goals and objectives in the event of pre-mature death. This
would include the lifestyle you desire for your family, any
bequests you wish to make, as well as other estate planning
concerns you might have. We would also review your existing
life insurance coverage, employee group benefits, creditor
insurance and so on.

Mth/Year | Lynne Life Goals Analysis in the event of Disability From our
Mark review of your investments, it is apparent that you would gain
Maria significant benefit by having us complete a Life Goals Analysis

in the Event of Disability to extend this Investment Policy
Statement into an overall Personal Financial Strategy.

For us to complete this work, we will need to discuss your
goals and objectives in the event of disability. We would also
review your existing disability insurance coverage, employee
group benefits and so on.

Mth/Year | Lynne Estate Planning Review- From our review of your
Mark investments, it is apparent that you would gain significant
Maria benefit by having us complete an Estate Planning Review for

you. This would include a survey of your wills and powers of
attorney (for personal property and personal care). Our repprt
would identify any estate liabilities that would arise on your
death or that of your spouse.

For us to complete this review, we would need to spend time
identifying what you would like to happen with your estate i
the event of your death. As part of this review, we would
examine your wills and powers of attorney.

=]

Mth/Year | Lynne Critical lllness Review — Given today’s health care
Mark environment, critical illness insurance can protectagainst
Maria potential exposure to significant medical expeiséise event of

a serious or prolonged illness. It will also engfua to obtain
time sensitive medical treatment when you needtier than
being added to a list and waiting until that treatitris available.

We feel that it would be beneficial for you to eggais to
research the options available to you.

Mth/Year | Lynne Long Term Care Review -A review of your options in the
Mark event that you require long term care in the future wosilaeoy
Maria worthwhile. The risk in not doing so is the impantyour

lifestyle and the capital erosion to your estas tould occur
should you be unable to care for yourself duegméonged
physical illness, disability or cognitive disorder.

We feel that it would be beneficial for you to eggaus to
research the options available to you.
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