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Total cost reporting

facts vs. myths

Debunking aspects of total cost reporting (TCR)
that are often misunderstood due to its regulatory
complexity.

Myth #1

TCR introduces new fees to investors.

@ Fact:

TCR doesn't introduce any new or additional charges. What's changing is how
investment costs are reported to investors. Under TCR, the annual report on
charges and other compensation (ARCC) will outline embedded product costs,
such as fund management fees, fund operating and trading costs, and deferred
sales charges incurred on historic holdings during the reporting period.

Previously, under the second phase of the Client Relationship Model (CRM2),
the annual report on charges and compensation only showed direct fees paid
to dealers, including trailing commissions.

Myth #2

TCR replaces performance reporting.

@ Fact:

Performance information continues to be reported separately as part of the
annual reporting package. TCR focuses specifically on cost transparency.
Advisors are encouraged to discuss both together, so clients have a full picture
of costs and value.




Myth #3

There’s only dollar-based cost reporting under TCR.

@ Fact:

There are two ways that TCR reporting is presented in the
ARCC: dollar-based cost reporting and fund expense ratio
(FER) percentage reporting.

Dollar-based cost reporting to dealers reflects the daily costs
incurred to hold funds that are in scope, providing investors
with a more concrete understanding of their aggregate
expenses than just a percentage reporting.

FER percentage reporting represents the total percentage

of a fund’s assets used to cover fund expenses on an annual
basis. FER percentage reporting is the same information
provided in an investment fund’s management report of fund
performance (MRFP) and fund facts, or exchange-traded fund
(ETF) facts.

The FER has two components:

e Management expense ratio (MER)—covers management
fees and fund operating costs.

¢ Trading expense ratio (TER)—reflects trading costs
associated with the fund buying and selling securities

Offering two types of cost reporting provides transparency at
both the dollar and percentage levels to help investors make
more informed decisions.

Myth #4

Foreign funds are excluded from TCR reporting.

@ Fact:

Some foreign funds might be reported under TCR (i.e., those
not distributed solely under a prospectus exemption), including
U.S.-listed ETFs and European mutual funds known as
undertakings for the collective investment in transferable
securities (UCITS) that are held in Canadian accounts.

In cases where exact cost data for a foreign fund is
unavailable, dealers can provide reasonable approximations
using foreign public disclosures, such as total expense ratios
or, in the case of UCITS, its ongoing charges.

The dealer must include a notification in the ARCC to

advise investors that this information may not be directly
comparable to equivalent information for Canadian
investment funds, which may include different types of fees.

Myth #5
All fund types are in scope for TCR.

@ Fact:

Some funds are out of scope for TCR, but dealers may
voluntarily provide TCR reporting for these funds. If out-of-
scope funds aren’t voluntarily reported, the dealer must
include a notification in the ARCC to advise investors that the
information reported doesn’t include these products, which
may have embedded fees. Be prepared to advise clients on
fees being paid for out-of-scope funds.

Out of scope for reporting
(but notification/disclosure in
the ARCC is still required)

In scope

¢ Mutual funds e Private placement funds
o ETFs e Private pooled/exempt funds
e Liquid alternative mutual fund trusts e Structured products

e Exchange-traded alternative mutual ¢ Labour-sponsored funds

fund trusts
o Split-share funds
e Scholarship plans
® Closed-end funds

o Some foreign funds (U.S.-listed ETFs
and UCITS funds held in Canadian
accounts)

Myth #6

The ARCC must include TCR reporting of an investment fund
that’s newly established.

@ Fact:

Newly established funds are excluded from the ARCC until
they meet one of the following conditions at the end of the
ARCC reporting period:

¢ For funds required to file an MRFP: after filing their
first MRFP.

e For funds not required to file an MRFP: after being
established for at least 12 months dealers must notify
investors in the ARCC that the ARCC excludes newly
established funds, specifically stating that embedded cost
information for these funds is not included in the report.



Myth #7
TCR takes effect in 2027.

@ Fact:

TCR rule requirements are effective January 1, 2026. The delivery of the first ARCC that incorporates
TCR reporting is for the reporting year ending December 31, 2026. This means that TCR-related
costs incurred by investors through 2026 will be reflected for the first time in the ARCC that investors
receive in early 2027.

Myth #8

Investors will be shocked when they see the total fees they've been paying.

@ Fact:

Research shows that many investors overestimate their fees and are often pleasantly surprised to
learn that fund costs are lower than expected. Transparency from advisors and firms helps build trust
and reduce investors’ sensitivity to fees.

TCR provides an excellent opportunity to engage clients in meaningful conversations, well in advance
of them seeing their first TCR annual cost report, in order to reinforce the value of professional advice
in helping them achieve their financial goals.

Additionally, many investors have already seen the fee information on fund/ETF facts and MRFPs and
on fund manager and dealer websites and/or discussed fees with their advisors.
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Investing involves risks, including the potential loss of principal. Financial markets are volatile and can fluctuate significantly in
response to company, industry, political, regulatory, market, or economic developments.

The information provided does not take into account the suitability, investment objectives, financial situation, or particular needs of
any specific person.

All overviews and commentary are intended to be general in nature and for current interest. While helpful, these overviews are no
substitute for professional tax, investment or legal advice. Clients and prospects should seek professional advice for their particular
situation. Neither Manulife Investments, nor any of its affiliates or representatives (collectively Manulife Investments) is providing tax,
investment or legal advice.

This material is intended for the exclusive use of recipients in jurisdictions who are allowed to receive the material under their
applicable law. The opinions expressed are those of the author(s) and are subject to change without notice. Our investment teams
may hold different views and make different investment decisions. These opinions may not necessarily reflect the views of Manulife
Investments. The information and/or analysis contained in this material has been compiled or arrived at from sources believed to be
reliable, but Manulife Investments does not make any representation as to their accuracy, correctness, usefulness, or completeness
and does not accept liability for any loss arising from the use of the information and/or analysis contained. The information in this
material may contain projections or other forward-looking statements regarding future events, targets, management discipline, or
other expectations, and is only current as of the date indicated. The information in this document, including statements concerning
financial market trends, are based on current market conditions, which will fluctuate and may be superseded by subsequent market
events or for other reasons. Manulife Investments disclaims any responsibility to update such information.

Manulife Investments shall not assume any liability or responsibility for any direct or indirect loss or damage or any other
consequence of any person acting or not acting in reliance on the information contained here. This material was prepared solely

for informational purposes, does not constitute a recommendation, professional advice, an offer or an invitation by or on behalf of
Manulife Investments to any person to buy or sell any security or adopt any investment approach, and is no indication of trading intent
in any fund or account managed by Manulife Investments. No investment strategy or risk management technique can guarantee
returns or eliminate risk in any market environment. Diversification or asset allocation does not guarantee a profit or protect against
the risk of loss in any market. Unless otherwise specified, all data is sourced from Manulife Investments. Past performance does not
guarantee future results.

This material has not been reviewed by, is not registered with any securities or other regulatory authority, and may, where appropriate,
be distributed by Manulife Investment Management Limited. Manulife, Manulife & Design, Stylized M Design, and Manulife
Investments are trademarks of The Manufacturers Life Insurance Company and are used by it and by its affiliates under license.
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