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Caution is the watchword

DON'T BELIEVE EVERY AD YOU READ

Montréal, July 13, 2007 — The Autorité des marchés financiers (AMF) reminds the public to exercise
caution regarding investment opportunities advertised in the media.

“Investors should be wary of classified ads for investment opportunities or financial assistance,” said
Anne-Marie Poitras, Superintendent, Client Services and Compensation at the AMF. “Investors
shouldn’t make assumptions about the quality of investment products based on the media they are
advertised in, or the way they are presented, since ads are sometimes placed by persons or firms that
aren’t authorized to buy or sell investment products,” she added.

Some ads mention financial assistance for persons with pension plans. Pay careful attention here. If
you are asked to transfer funds from your pension plan to another account, or asked for personal
information like account numbers and personal IDs, be wary.

Example of a scam

After he saw an ad in a local newspaper, John, a recent retiree, contacted the “Custom Financing
Centre,” a firm advertising financial assistance for people with investments in pension and other
registered savings plans. They told him that he could transfer money from his pension fund to a
discount broker, mentioning that transactions were handled quickly and no one was ever turned down.
The firm helped John transfer his account to a discount broker, then asked him for the PIN tied to his
brokerage account.

The scheme they used was simple:

e Securities were bought and sold in John’s account without consulting him;

e John was told that while the value of his portfolio would fluctuate over time, he would earn a
certain return;

e John received monthly account statements;

e At first, he even received a cash amount;

e But then came the swindle—he received nothing more, and his investments are no longer
worth anything.

Ms. Poitras pointed out that “a number of con artists specialize in stealing confidential information, and
they'll resort to tricks to get you to reveal it.”
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Avoid being scammed—some advice

Ms. Poitras listed these tips for investors:

e Make sure you do business with a representative and firm registered with the AMF;

e Never assume that you are being told the truth;

e Be careful if you're asked for personal information, and never give out passwords or access
codes;

e Be cautious when someone offers you financial assistance that seems too good to refuse.

For more information, read the AMF brochure “Watch out for securities fraud.” It will help you
recognize various types of illegal tactics and has tips to keep you on guard against scammers.

The AMF also offers seven other educational brochures on saving and investing to guide you through
the complex world of financial products. You can find them in the consumer section of the AMF
website by clicking “Be a wise consumer,” or phone the AMF Information Centre at 1-877-525-0337.

The Autorité des marchés financiers (AMF) is the regulatory and oversight body for Québec’s financial
sector.
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WATCH OUT FOR SECURITIES FRAUD I

“I have a reliable source; the value of this stock is going to skyrocket.”

Ask yourself why a stranger would give you this type of information. Be aware
that the value of a share increases when people are prepared to pay more
for it. On the other hand, as the number of shareholders who want to keep
their shares declines, the more the price of the shares drops. As a result, the
holder of a block of shares has every interest in hyping the stock he owns
among other investors who could be interested in it and prepared to pay

a higher price for it. However, the stock price could rise temporarily and then
fall dramatically when the con artist has sold his block of shares.

“Few people know it, but the company is about to sign a huge contract.”

If this is true, then the information is privileged and it is illegal to trade in
securities based on information not available to the general public

“The government is about to grant them a patent.”

If the patent in question is not granted, the security could lose its shine and
the shares will not rise in value.

“The return is guaranteed. You can’t lose.”
Ask that verbal promises be put in writing.

“Act now. Tomorrow will be too late. | can send a messenger to pick up your cheque.”
Do not decide quickly or make a decision under pressure.

“How will your dreams come true if you don’t invest in this project?
Certainly not with term deposits and savings bonds.”

There is a great variety of investments. Some may be suitable for a particular
investor and others may not.

“l invested almost all my money and my parents’ money in this project.”

The fact that a person has invested all his money in a certain type of
investment does not guarantee that the investment will be profitable.

“If you’re not satisfied, I’ll reimburse you.”

In the case of fraud, you might have trouble finding the vendor again! Also, talk
is cheap: get it in writing!

“All my clients have bought shares.”

The fact that several people have placed money in a particular type of investment
does not guarantee that the investment will be profitable. Every investor also
has his own risk tolerance.

Many individuals often try to compare themselves to their peers and follow
the crowd when faced with uncertainty. They don’t like to feel different. This
is not necessarily a good attitude for investing.
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Con artists who contact their victims by telephone often claim to be representatives
of well-established dealers. They use pressure sales tactics and offer exceptional
opportunities for buying securities. These con artists are often working together
in temporary premises and call centres set up to defraud investors. The “dealer”
will often be the only holder of the proposed stock, which he will artificially
inflate in terms of price. When the dealer has stopped promoting the stock, the
price will drop and the victim will lose his money.

Another method consists of offering stock of companies that are about to market
gas substitute products or drugs to cure cancer and other serious illnesses.

If someone offers you investments on the telephone, ask for his phone
number so you can call him back. Otherwise, hang up. You can check
whether the representative is authorized to carry on business in Québec
by contacting the AMF.

Take the time to do your research and seek other opinions when
investments are offered to you.

Ask yourself why a stranger would call you to offer an investment with
a high return and no risk.

Take advantage of exceptional returns and avoid taxes by investing in tax
havens — this is a very attractive offer in the eyes of some investors.

The Securities Act is intended to protect consumers, among other purposes. When
you transfer your money to other jurisdictions, potential recourses are very
complex, if not impossible, as Québec law may not apply.

In certain jurisdictions, the absence of regulatory organizations and banking secrecy
make life for con artists easier. Once they have your money, they can cover their
tracks and disappear.

If a representative is prepared to help you sidestep the law to avoid taxes, it’s
a good bet that he will have no qualms about breaking the law to disappear with
your money,.

If a person encouraged you to falsify information or sidestep the law, would you
be comfortable entrusting him with your money?




Many people manage to save and set aside money in their RRSP or other
registered investment vehicles for a comfortable retirement.

After losing a job or facing other financial difficulties, it may be very tempting
to dip into your RRSP. Imagine being able to use your RRSP without any tax
consequences.

CONTEXT John lost his job and needs money to maintain his
lifestyle. After reading an ad in the local newspaper,
he contacts the “Custom Finance Centre,” a company
offering financial assistance to holders of RRSPs and
other registered plans.

An employee suggests that he use the amount
accumulated in his RRSP ($20,000) to buy shares of
an “RRSP eligible” company. In doing so, he will also
receive a cash payment of $10,000. However, he has
to act quickly, as the employee told John, because the
number of shares is limited. John agrees.

It appears that the company in which John invested
$20,000 in exchange for shares was not eligible
for his RRSP, contrary to what the employee at the
“Custom Finance Centre” claimed. Nor did John
receive the promised $10,000.

He therefore could not withdraw money from
his RRSP without paying tax. He receives a notice
of assessment from the provincial and federal
governments. He is required to pay tax on the
$20,000 he withdrew from his RRSP.

But there’s more: Now he is the shareholder of a
company whose shares are worthless... and the
“Custom Finance Centre” has closed up shop! He
therefore lost his $20,000 in addition to having
to pay tax.

IF SOMEONE ASKS YOU TO DIP INTO YOUR RRSP AND YOU ARE
TOLD THERE ARE NO TAX CONSEQUENCES, BEWARE. BEFORE
DOING ANYTHING, FIND OUT ABOUT THE APPLICABLE TAX RULES
FROM THE GOVERNMENT AUTHORITIES INVOLVED.
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Sometimes con artists try to establish credibility by associating with affinity groups,
i.e. with people who share the same beliefs or interests. Examples are churches,
sports and recreation centres and associations for the elderly. They take the time
to build relationships with members of the group and, once trust is established,
propose investments they describe as very profitable. In some cases, they will ask
you not to talk about it because it’s a golden opportunity they only want to share
with members of the group. In fact, the con artist is the only one who will benefit
from the “golden opportunity.” ]

No one is safe from fraud. However, you can minimize your chances of being
a victim by being careful. Read the following list; it could help you avoid many
headaches.

You're promised high returns, at no risk. A security with a potentially high
return is seldom free of any risk. First, be sure that the investment meets your
risk tolerance level.

You’re contacted without advance knowledge. The person is unknown to you.
You're asked to act fast, because this is a “once in a lifetime” opportunity.
You're asked to keep the matter secret.

You're asked to sign forms or proxies in advance.

You're being subjected to pressure sales tactics and attempts are made to make
you feel guilty if you hesitate to invest.

You're told your securities could be resold or exchanged above their market
value provided you pay fees in advance.

Financial transactions are carried out without your consent.

You're told that a regulatory agency has “approved” an investment.

Never do business with firms and representatives who do not have a licence to
carry on business in Québec. Many con artists take advantage of the Internet
to promote and sell investment products without a licence.




Never write a cheque payable to a representative personally.

If you’re not sure whether a representative’s statements are true, ask to speak
to his boss. The nature of the information obtained, the ease or difficulty of
contacting the boss and contradictions in statements could confirm or dispel
your doubts.

Do not buy securities based on information obtained from the Internet only.
Check the information using other sources.

Do not believe everything you read on the Internet. Remember that it can be
very easy for a con artist to hide his identity on the Internet.

Do not assume that your Internet provider filters electronic bulletin boards.
Most providers do not, given the quantity of information posted.

Do research on the companies in which you want to invest.

Avoid buying securities or delay their purchase when the prospectus or offering
memorandum is not available, even if you are promised that it will be available
“soon.” To find out more about prospectuses, read our brochure “Prospectuses
made clear.”

Dismiss any information whereby the AMF or any other regulatory organization
has issued an opinion on the quality of a security. A regulatory organization
never gives an opinion on the quality of an investment.

Do not buy a security based on so-called privileged information. It is illegal to
do so and the information is generally false.

Ask for written confirmation of information provided to you verbally.

Do not rely solely on appearances. Take the time to check information if you are
unsure whether it is true.

Ask questions and expect clear answers; otherwise, don’t invest.
Take time to think before investing. Never make impulsive decisions.

Get a second opinion; do some research even if the “tip” comes from a person
who is @ member of your affinity group. That well-intentioned person may be
the victim of fraud himself.

Always read carefully the materials you are given before signing them.

Resist any encouragement to provide false information or to break the law or
bend the rules. Con artists may encourage you to do so, knowing that later you
will be too embarrassed to report the scheme. You may also be vulnerable to
blackmail.

Do not yield to intimidation.

Be vigilant when you are asked for confidential information by e-mail, especially
when it involves your bank accounts, investments and credit cards. Check with
your financial institution or brokerage firm to find out whether the request

is legitimate.
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Be sure that your computer is equipped with the latest anti-virus software and
security system.

Do not download software or documents from unknown sources.

Check your transaction reports and statements of account as soon as you receive
them. Contact your financial institution or brokerage firm if you do not recognize
a transaction.

If your investment knowledge is limited, it’s a good idea to take the time to learn
as much as you can. Investment seminars can be an attractive option. These events
are generally advertised in newspapers or on the radio or television. However,
make sure that this is not a roundabout way of touting the merits of investments
that are not suitable for you.

Firms registered with the AMF must have a complaint examination and dispute
settlement mechanism. Any consumer who feels he or she has been a victim
of wrongdoing can use this mechanism to file a complaint against the firm with
which he or she has done business or against a representative who works for
that firm.

Ask your representative. He should be able to help you.

Contact his supervisor, the compliance officer or the firm’s manager.

Act quickly if you think you’ve been the victim of fraud. Contact the AMF.

IT’S ALWAYS ADVISABLE TO ENSURE THAT RELEVANT
INFORMATION IS PUT IN WRITING.

If you think you’ve lost money due to fraud, you may be able to launch an action
before the civil courts. You may wish to consult a lawyer to find out what’s best
for you.




Try to determine whether there is a risk of fraud in the following situations.

You receive an e-mail telling you that you should go immediately to your bank’s
website. The e-mail says that the bank was the victim of fraud and that it has

to check your file as quickly as possible. There is a link in the e-mail so you can
go directly to your financial institution’s website. What should you not do?

a) call your financial institution to find out what’s happening;
b) delete the e-mail;

¢) click on the link, go to your financial institution’s website (which you recognize
because you go there often), then fill out the information asked for to ensure
the con artists cannot have access to your account.

This is called “phishing.” By clicking on the e-mail link, you access a site that
looks strangely enough like your financial institution’s website, but this couldn’t
be further from the truth. The information you enter in this fraudulent site

is sent directly to con artists. They may take your personal information and use
it to clear out your bank account, for example. Instead, contact your financial
institution to tell them what has happened.

You're told by e-mail that you have inherited money from a relative who lived

in another country. The amount of the inheritance is $5 million. You’re told that
there is a fee to inherit the money. You are asked to send $10,000 to that country. It
looks enticing: $10,000 in exchange for $5 million! You agree. Some time later, you
receive a telephone call telling you that there are other fees: now you have to send
them $10,000 more. The person on the phone is very credible. What do you do?

a) You decide to give them what they’re asking for. After all, for a $20,000
investment, you will get $5 million;

b) you decide to wait to receive what is coming to you and do not respond;

¢) you contact the police to tell them about the situation.

This type of scheme is widespread, and people who give money are at great
risk of losing it. When solicited in this manner, ask yourself whether it is
plausible that you will ever see the money you have been promised.
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Fernando is a member of a social dance club. Valerie recently joined the group.
A very smart dresser, Valerie seems to be very well-off and has a nice personality.
She quickly makes several friends in the group. Valerie often talks about the
investments she makes through her cousin that “pay off big-time.”

Like some members of the group, Fernando listens carefully to what Valerie has
to say. Fernando tells Valerie that he is disappointed with the return he has
earned on his investments over the past few years. The investments he has are
safe, but in his own words, “there’s not much left after taxes.” Other members
of the group also say how disappointed they are with their investments.

Valerie says that there are solutions and that she would be willing to put the
members of the group in contact with her cousin. Valerie will organize a meeting
soon between them and her cousin. Fernando wants to go to the meeting.

What do you advise Fernando to do?
a) trust Valerie and her cousin. After all, she’s a member of his dance club;
b) never listen to what people say about investments;

c) make a quick decision at the meeting with the cousin, because this type of
opportunity doesn’t come up very often;

d) find out about the proposed investment, take the time to think about it and
ask the cousin for references.

This may or may not be an attempt at fraud, but what do you have to lose
by being cautious, finding out about the proposed stock, taking the time to
think and asking for references?

IF IT LOOKS TOO GOOD TO BE TRUE, IT PROBABLY IS!







Place de la Cité, tour Cominar
2640, boulevard Laurier, bureau 400
Québec (Québec) G1V 5C1

(418) 525-0337

800, square Victoria, 22¢ étage
C.P. 246, tour de la Bourse
Montréal (Québec) H4Z 1G3

(514) 395-0337

Toll-free number: 1 877 525-0337

(418) 525-0311

(514) 395-0311

Toll-free number: 1 866 526-0311
Fax: (418) 647-0376

renseignements-consommateur@lautorite.qc.ca

(418) 525-2263
(514) 395-2263
Toll-free number: 1 877 395-2263

renseignements-industrie@lautorite.qc.ca

You can also visit the website of the Autorité
des marchés financiers at www.lautorite.qc.ca
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