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1.0 Introduction 

This document is intended to provide Financial Advisors with guidelines to establish 

a portfolio including a suitability framework to comply with GP Wealth Managements 

(“GPWM”) requirements and to ensure each transaction is line with an account 

holders know-your-client (“KYC”) information.  

 

Specifically, these guidelines are intended to provide a Financial Advisor some 

clarity in understanding GPWM’s internal controls and supervision of each 

transaction when assessing investment suitability for each account holder’s plan. 

Certain parts of this document form part of the policies and procedures developed by 

GPWM. 

2.0 KYC Information 

GPWM and its Financial Advisors must obtain and maintain complete, timely and 

accurate KYC Information. Without the complete KYC Information, GPWM and its 

Financial Advisors are not able to determine whether a transaction or 

recommendation is suitable for an account holder’s plan. As a result, GPWM and its 

Financial Advisors are required to obtain complete KYC Information when opening a 

new plan (account) or updating the KYC Information when necessary. 

 

Decisions regarding portfolio construction and rebalancing will emanate from the 

KYC Information provided by an account holder in the “GP New Account Application 

Form” or “KYC Update Form”. The following eight factors which form part of the KYC 

Information are taken into account when constructing or rebalancing an account 

holder’s plan. The factors are broadly categorized as follows: 

 

Factor Plan Specific Client Specific 

Age  Yes 

Annual Income  Yes 

Net Worth  Yes 

Investment Knowledge  Yes 

Investment Objectives Yes  

Risk Tolerance Yes  

Time Horizon Yes  

Tax Considerations Yes Yes 
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2.1 Age 

An account holder’s date of birth must be recorded, and consideration should be 

given to an account holder’s age when determining an account holder’s investment 

objective, time horizon and risk tolerance. 

 

Important Notice: 

 
 If the account holder is over age 60; any purchase placed with the DSC 

Purchase Option is prohibited. Only LL and FE Purchase Option is available. 

 If the account holder is over age 70; any purchase placed with the DSC or LL 

Purchase Option is prohibited. Only FE Purchase Option is available.  

2.2 Gross Annual Income 

When requesting this information, refer to personal gross annual income from all 

sources which include employment (earned), pension (company and government) 

and investment income (interest and dividends) to consider an account holder’s 

investment objectives and cash flow requirements. The information is a vital part in 

helping assess and offer suitable products, services or strategies. There should not 

be assumptions made of the relationship between an account holder’s objectives, 

risk tolerance, time horizon and annual income.  

2.3 Net Worth 

All the details of an account holder’s net worth should be calculated. The net worth 

calculation is used to determine an account holder’s assets and liabilities and in what 

form. GPWM and its Financial Advisors must determine and record an account 

holder’s liquid assets plus fixed assets less the details of their liabilities.  

Keep in mind that an account holder’s qualification as an exempt investor or 

accredited investor based on either net worth or annual income has no relationship 

with an account holder’s ability to assume risk. Risk Tolerance is the lesser of the 

client’s stated risk tolerance and the client’s ability to withstand financial loss.  An 

accredited investor may have the ability to withstand financial loss, but may not 

necessarily have a tolerance for high risk.  The qualification of net worth or annual 

income should be used in part to determine if an account holder qualifies to 

purchase certain securities that a “small” investor would not be eligible to purchase. 

It is important to identify both liquid and fixed assets, particularly in assessing the 

suitability of borrowing to invest (“leverage”).  
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We ask for a summary or detailed net worth information which consists of: 

 

Net Worth 

Category 

 

Description 

Total  

Liquid Assets 

A total of assets including all Cash Savings, Term Deposits/GIC’s, 

Securities (Individual/Mutual Funds), other securities including RRSP, 

RESP, TFSA and any other property readily convertible to cash. 

Total  

Fixed Assets 

A total of assets including your home, investment properties, vacation 

properties, vehicles and any other property (pensions, LIRA/LIF) that is 

not readily converted to cash and not net of any liabilities against those 

assets. 

Total  

Liabilities 

Includes credit cards, mortgages, line of credit balances, car loans, 

personal bank loans or any other indebtedness or amounts owing against 

any assets identified above. 

 

In some instances, depending on the product, service or strategy recommended, we 

may ask you to provide more detailed net worth information to assess the suitability 

of the recommended product, service or strategy. 

2.4 Investment Knowledge 

This information generally indicates account holders understanding of investment 

products and financial strategies and we record the information in 4 broad categories 

explained below: 

 

Investment 

Knowledge 

 

Description 

Novice 
Typically describes an investor with very limited knowledge or experience 

with products including bonds, mortgages, stocks, mutual funds, term 

deposits and real estate. 

Fair 
Typically describes an investor with some knowledge or experience with 

products including bonds, mortgages, stocks, mutual funds, term deposits 

and real estate. 

Good 
Typically describes an investor with average knowledge or experience with 

products including bonds, mortgages, stocks, mutual funds, term deposits 

and real estate. 

Sophisticated 
Typically describes an investor with extensive knowledge and experience 

with products including bonds, mortgages, stocks, mutual funds, term 

deposits and real estate. 
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An account holder’s category of investment knowledge should reflect their 

understanding of investing and the associated risks including conveying the tone of 

past experiences related to various types of products.  The information will provide 

some indication of an account holder’s risk tolerance and to determine the types of 

products, strategies or services which may be suitable for the account holder 

including which products may need more detailed explanations or time to 

understand. 

Investment (Product) Experience 

We record information about specific types of products an account holder currently 

owns or may have had experience with in the past.  Currently we ask if the account 

holder has had experience with the following types of products: 

 

Products Description 

Bonds Includes corporate and government debt that is vulnerable to interest rate 

and market value fluctuations. 

Mortgages Includes borrowing to buy a home, investment property, Line of Credit, 

Investment Loans (RSP/Leverage) or Personal Loans (Auto). 

Stocks Includes common shares and their derivatives as well as commodities and 

futures. 

Mutual Funds Includes all Investment Fund products.  

Term Deposits Includes Guaranteed Investment Certificates and Canada Savings Bonds. 

Real Estate Includes owning land, a home (principal and vacation), or investment 

properties. 

 

This information is also used to provide some assessment or indication of an account 

holder’s risk tolerance and to understand the types of products, services or strategies 

which may be suitable for the account holder. If the account holder does not have any 

experience with any products, record “no product experience” in your advisor notes. 

2.5 Investment Objectives 

Investment objectives are the result desired by an account holder from investing and 

should relate to the type of investment products the account holder should hold in a 

plan.  It should be noted; the investment objectives are not determined by the type of 

plan opened by the account holder. For example, a Registered Income Fund does 

not automatically lead to investment objectives of income, nor does it mean that all 

the investments in the plan must contain income producing mandates.  In addition, a 

plan that provides cash flow to the account holder, for example a systematic 
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withdrawal, does not lead to an investment objective of “income”, as this type of cash 

flow can be derived from many types of investment products. 

For the purposes of determining an account holder’s Investment Objectives, 

“Income” should be understood as investment products that provide interest and/or 

dividend income, whereas “Cash Flow” should be understood as money going to the 

client through a distribution from the investment product.  A plan that provides “Cash 

Flow” may be invested in a wide variety of investment products to meet the needs 

and expectations of the account holder and not necessarily “Income” type investment 

products only. 

 

An account holder may have multiple investment objectives for a given plan. In this 

case, record investment objectives by using percentages for each objective which 

can be a combination of the percentages of the four categories identified below. All 

percentages must be positive numbers greater than or equal to zero and the sum of 

all categories must add up to 100%. 

 

An account holder may have more than one plan administered with us with a 

different set of objectives indicated for each plan. 

 

Investment 

Objective 

 

Description 

Safety 
This would be the portion of the portfolio in your plan that you cannot afford to 

lose any value regardless of your risk tolerance, typically invested in GICs, term 

deposits, daily and high interest savings accounts. 

Income 
This would be the portion of the portfolio in your plan that is invested in 

securities such as fixed income products that produce interest income or 

common shares that produce dividend income. 

Growth 
This would be the portion of the portfolio in your plan that is invested in common 

shares that provide for capital appreciation of assets and produce capital gains.  

Speculation 
This would be the portion of the portfolio in your plan that is invested in assets 

where the investor is willing to lose up to 100% of the investment, typically 

invested in exempt market products and venture capital funds. 

 

GPWM and its Financial Advisors must use this information to ensure that an 

account holder’s financial goals can be met with the investments held and/or being 

recommended. 

2.6 Risk Tolerance to Achieve the Investment Objectives 

GPWM and its Financial Advisors are required to access an account holder’s 

willingness to accept risk and their ability to withstand declines in the value of a plan. 
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Keep mind that there is a difference between the risk an account holder is willing or 

is able to take and the return expected, which can result in a risk tolerance higher 

than it should be in an attempt to meet an account holder’s expectations. 

 

Some other points to consider would include, all things being equal, the shorter the 

time horizon, the less risk an account holder should be willing to accept. Also, it 

should be noted that higher returns are generally associated with higher risks but not 

vice versa. An account holder’s investment objectives should be achievable based 

on an account holder’s risk tolerance and not contradict each other, for example, an 

investment objective of speculation and risk tolerance of “very low”, “low”, “low to 

moderate” or “moderate” would be inconsistent. 

 

Guidelines to matching “Investment Objectives” with “Risk Tolerance” 

 

 

 Investment Objectives  Risk Tolerance  

 

 The total percentage in the Investment Objective section should equal the total 

percentage in the Risk Tolerance section 

 

        

 %  
Safety ➔ 

Very Low 

Low 

%  

     

 

  

% 

 

Income ➔ 

Very Low 

Low 

Low to Medium 

Medium 

Medium High* 

High* 

 

% 

 

     

 

  

% 

 

Growth ➔ 

Low to Medium 

Medium 

Medium to High 

High 

 

% 

 

     

 

 %  
 Speculation ➔ High 

%  

     

 

 

It is important to note that not all “Medium”, “Medium High” or “High” risk investments 

are appropriate for an “Income” objective. Financial Advisors must ensure that the 

specific “Medium”, “Medium High” or “High” risk investment recommended to the 

account holder meets an “Income” objective, i.e. a dividend focused equity fund. 

 

* There are certain situations where the above matrix specific to an investment 

objective of “Income” and risk tolerance of “Medium”, “Medium High” or “High” may 
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apply. An example would be products offered via offering memorandum, or exempt 

products that are income investment products (i.e. Mortgage or High Yield 

Investments) with a risk tolerance of “Medium”, “Medium High” or “High”.  Under 

these circumstances, advisor notes must be provided and the investment product 

recommended must meet an “Income” objective.    

 

When asking an account holder to indicate risk tolerance, a Financial Advisor can 

record it in six (6) categories and apportion the plan by the percentage of the plan in 

question that should not exceed this risk tolerance.  While higher returns are 

generally associated with higher risk, higher risk investments may not achieve higher 

returns. 

 

Risk Tolerance Description 

Very Low 
For an investor seeking an expected rate of return and with a very low risk 

of losing money over the short to long term; typically for Daily and High 

Interest Savings Accounts, Treasury Bills, Term Deposits (GIC’s). 

Low 

For an investor seeking an expected rate of return sufficient to provide some 

current income with a low risk that they will lose money in ordinary 

circumstances over the medium to long term; typically for Money Market 

Funds, many Canadian Fixed Income Funds, Municipal, Provincial and 

Federal Bonds and Mortgages. 

Low to Medium 

For an investor expecting less than normal returns, but with a low-risk, 

although higher than the “low” category, of losing money over the medium 

to long term; typically for Asset Allocation Funds and Balanced Funds, 

although some Equity Funds may qualify. 

Medium 
For an investor expecting normal rates of return from equity investments 

with a normal amount of risk; typically for Canadian and North American 

Equity funds, as well as Global Large Cap Equity Funds. 

Medium to 

High 

For an investor seeking slightly higher than normal rates of return and willing 

to undertake above average risk to achieve that; typically for Equity Funds 

that invest in specific countries (emerging markets) or specific sectors of the 

economy. 

High 

For an investor seeking higher returns who are willing to take a substantial 

risk that they will lose money; typically for Equity Funds that invest in specific 

countries (small cap stocks in emerging markets) or specific sectors of the 

economy (small cap or venture capital). 

 

We then rank all approved products for their combined risk factors and compare the 

product risk with your stated risk tolerance to ensure that none of your holdings 

exceed your stated risk tolerances. 
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2.7 Time Horizon to achieve the investment objectives 

When asking for this information we intend for an account holder to indicate the time 

when they believe they will need to access 30% or more of the entire portfolio within 

their plan to which this question refers within the range of years indicated. We then 

use this information to help determine if an investment is suitable for an account 

holder given the time period indicated in holding the investment. An account holder 

may have more than one plan with a different time horizon for each plan. 

 

As part of an overall assessment of a plan, GPWM and its Financial Advisors must 

incorporate time horizon in determining an account holder’s overall investment 

objectives. Time Horizon is the period from now to when an account holder will 

require a significant portion of the money invested in a specific plan. A plan type 

does not automatically dictate an account holder’s time horizon. It will often depend 

upon an account holder’s investment objectives. An account holder must choose one 

of the following time frames for each of their plans: 

 

Less than 1 year 5 to less than 10 years 

1 to less than 3 years 10 to less than 20 years 

3 to less than 5 years Greater than 20 years 

 

A Time Horizon of 5 years or more would be considered long term as part of an 

account holder’s overall investment objectives.  

2.8 Tax Considerations 

Since tax on an investment can erode gains, consideration must be given to an 

account holder’s tax situation in an effort to optimize after-tax returns. A plan type 

does not automatically dictate the type of investments that should be chosen nor 

should the recommendation for choosing an investment be based solely for tax 

reasons. 
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3.0 Portfolio Construction 

3.1 Fund or Security Risk 

As part of constructing a portfolio, we classify an investment product based on the 

information provided by the issuer in the product’s disclosure document such as the 

prospectus, offering memorandum or information sheet. All investments are 

classified into one of the following six risk categories identified below and are 

matched to an account holder’s risk tolerance profile.  

 

On occasion, a fund’s prospectus risk classification may be different in its prospectus 

then what may be mentioned in the table below for various reasons. Under these 

circumstances, the risk classification identified in the prospectus must be used. 

 

Fund Risk 

Classification 
General Fund/Investment Type 

Very Low 
GIAs 

Daily Interest Savings Accounts 

GICs and Term Deposits 

Treasury Bills 

Low 

Canadian Money Market  

US Money Market 

Canadian Mortgage 

Canadian Short-Term Bond 

Global Short-Term Bond 

Principal Protected Notes (if held till 

maturity) 

Low  

to  

Medium 

Canadian Asset Allocation 

Canadian Balanced 

Canadian Bond 

Canadian Diversified Income 

Floating Rate Debt 

Foreign Bond 

Global Asset Allocation 

Global Bond 

Global Government Bond 

High Yield Bond 

Medium 

Canadian Dividend 

Canadian Income Trust 

European Equity 

Global/World Balanced 

Canadian Equity 

US Equity 

US Mid-Cap 

Medium  

to  

High 

Asia/Pacific Rim Equity 

Canadian Natural Resources 

Canadian Small Cap 

Global Equity 

Global Healthcare 

Global Mid-Cap 

International Equity 

Japanese Equity 

Real Estate Equity 

US Small Cap Equity 

High 

Alternative Strategies 

Asia ex-Japan Equity 

Canadian Small Cap Equity 

Canadian Mid-Cap Equity 

Emerging Markets 

Financial Services 

Hedge Funds 

Labour Sponsored Funds 

Latin America Equity 

Precious Metals 

Principal Protected Notes (if not held 

till maturity) 

Real Estate 

Science and Technology 

Specialty/Miscellaneous. 
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3.2 Asset Allocation 

Asset allocation refers to the allocation of capital (funds) into certain types of asset 

categories. Since a sizable portion of the returns from a portfolio can be attributable 

to asset allocation, it is paramount that an account holder’s situation is considered in 

totality. Asset allocation should be done based on the KYC information and there 

should be no attempt to time the markets. The portfolio should be constructed to 

meet future requirements and goals of an account holder. A Financial Advisor must 

only recommend products or securities that fit an account holder’s objectives, risk 

tolerance and investment horizon criteria. All recommendations must be made based 

on reasonable and sound judgment as a prudent person would do under the 

circumstances. A Financial Advisor should document the rationale behind the 

recommendations made to an account holder. When making recommendations, a 

Financial Advisor must bear in mind that past performance of an investment is not 

indicative of future returns.  

3.3 Rebalancing 

The constitution of an account holder’s plan (portfolio) can change for several 

reasons such as fluctuations in the market value of the holdings, Pre-Authorized 

Contributions (PAC), Systematic Withdrawal Plans (SWIPs), additional deposits and 

withdrawals. An account holder’s plan composition should be assessed by 

supervisory staff and the Financial Advisor of record when any of the transaction 

identified occur. As part of the assessment, our current portfolio and suitability policy 

allows for some variance within an account holder’s plan. The variance allows for an 

account holder’s plan to have a cumulative risk whereby it may exceed an account 

holder’s specified risk composition by up to a maximum of 10%.  

 

When using the Portfolio Construction and Rebalancing Grid, an account holder’s 

cumulative asset allocation risk cannot decrease by more than 10% of an account 

holder’s cumulative risk tolerance. The plan (portfolio) should be rebalanced when 

the percentage of cumulative asset allocation based on the market value of the 

portfolio decreases by 10% or more when arranged in the order of increasing risk. 

Consideration must be given to diversification and tax implications when 

rebalancing. 

 

The rebalanced plan (portfolio) should reflect an account holder’s most recent KYC 

information on file. 
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4.0 Reference Documents 

1. MR-0069; Suitability Guidelines 

2. MR-0065; Churning 

3. MR-0035; Recording and Maintaining Evidence of Client Trade Instructions  

4. GP Wealth New Account Application Form 

5. KYC Form 

 

5.0 Document History Revision 

All revisions made to this document are tracked in the following table. 

 

 

Date 

 

Author 

 

Revision 

April 14, 2008 Mak Sangha Created 

January 25, 2009 Paula Sprentz Revised 

October 5, 2009 Paula Sprentz Revised 

October 1, 2011 Paula Sprentz Revised 

April 30, 2012 Paula Sprentz Revised 

November 7, 2013 Paula Sprentz Revised 

June 21, 2017 Serge Vaillancourt Revised Definitions for 

Investor Knowledge. 

November 30, 2018 Paula Sprentz Section 2.1 Age; updated 
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 PLAN INVESTMENT OBJECTIVES  

 
 SAFETY 

 
% 

 INCOME 
 
% 

 GROWTH 
 
% 

 SPECULATION 
 
% 

 

              

 
CLIENT 
RISK 

TOLERANCE 

CUM 

CRT 
ASSET ALLOCATION 

TOTAL ASSET 

ALLOCATION 
CUMULATIVE AA 

VERY LOW 

   

 

 

       

  

 

 

          

LOW 

   

 

 

       

  

 
 

       

LOW TO 

MODERATE 

   

 

 

       

  

 
 

       

MODERATE 

   

 

 

       

  

 
 

       

MODERATE 

TO HIGH 

   

 

 

       

  

 
 

       

HIGH 

 

100 

 

 

 

       

 100 

 
 

       

TOTAL 100 
  

 

       
100  
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