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CRM2 FAQs

CSA Staff Notice 31-337 Cost Disclosure, Performance Reporting
and Client Statements: FAQ and Additional Guidance
= Published February 27, 2014

= Contains a compilation of frequently asked questions and
answers

= Contains guidance for the implementation of CRM?2




Background

Alberta Securities Commission

= Applicable to all dealers and advisers, with some application
to investment fund managers

= Limited application to many exempt market client
relationships, where:
 No securities are held by the dealer
e (Client relationship is not ongoing

 Dealer may not be in a position to know whether the client still owns
securities

* No reliable market value for exempt market securities can be determined




Background — Ongoing Relationships

Some examples of ongoing relationships:

e EMD has arelated issuer and is in the position to obtain
information as to whether the client still holds the security

e EMD receives any continuing payment related to the
transaction

e Continuing transactions with the client




CRM2 Planning Tips

= Email to CCOs sent March 7, 2014

= “Planning Tips for the Implementing the CRM2 Amendments”

= Contains a summary of the changes that come into effect in
each of the next 3 years




CRM2 Transition Period A‘ S ‘ C

Alberta Securities Commission

2013 2014 2015 2016

IFM: Duty to provide information

Relationship disclosure information

Clarifications
Benchmarks

Cost disclosure

Pre-trade disclosure of charges

Trade confirmation - debt securities

Trade confirmation - deferred sales charges
Report on charges and other compensation




CRM2 Transition Period A‘S C

Alberta Securities Commission

2013 2014 2015 2016
Account statement
Clarifications

New account statement/additional statement
Position cost information

Performance reporting
Investment performance report




CRM2 Transition Period A‘ S ‘ C

Alberta Securities Commission

2013 2014 2015 2016

IFM: Duty to provide information

Relationship disclosure information

Clarifications
Benchmarks

Cost disclosure

Pre-trade disclosure of charges

Trade confirmation - debt securities

Trade confirmation - deferred sales charges
Report on charges and other compensation




July 15, 2014 Requirements: RDI and Benchmarks A‘ SIC

Alberta Securities Commission

" |nvestment performance benchmarks

= Must provide explanation of benchmarks and options available to
clients in RDI

= Firms using benchmarks are also required to disclose specific
information about the benchmarks that they use

= Guidance on the use of benchmarks has been added to the
Companion Policy to NI 31-103




July 15, 2014 Requirements: Pre-trade Disclosure A‘ SIC

Alberta Securities Commission

= Cost disclosure: Pre-trade disclosure of charges

= Prior to the transaction, must provide disclosure of the charges a
client will have to pay or a reasonable estimate

e (Carve-outs: for permitted clients that are not individuals, for
dealers trading as directed by an adviser, and for managed
accounts




July 15, 2014 Requirements: Pre-trade Disclosure A ““”PL

= Cost disclosure: Pre-trade disclosure of charges

= Example: For mutual fund transactions, the following information
should be explained to the client:

The management fee

The sales charges or deferred sales charges and other redemption
fees or short term trading fees

Trailing commission or other embedded fees
Any options regarding front end loads
Switch or change fees




July 15, 2014 Requirements: Debt Securities A‘ S|C

Alberta Securities Commission

= Cost disclosure: Debt securities

= Two new requirements:
(1) Security’s annual yield (purchases only)
(2) Compensation from debt securities:
e Total S amount of compensation; and

e Total S amount of any commission paid to the firm, plus a general
notification (mark- up/mark-down, service charge)

irmation




How to prepare

Alberta Securities Commission

= Consider the following when planning the implementation of
the CRM2 requirements:
= Developing and implementing system changes
= Updating policies and procedures
® Training Staff
= Communications with clients about the new information




Scenarios

Question:

= |fafirm does not use benchmarks, do they need to include
this information in RDI?

Answer:

= Regardless of whether a firm uses benchmarks, all firms are
required to provide a general explanation of benchmarks in
their RDI

= For example, a firm should disclose general information about
benchmarks and, if the firm uses specific benchmarks, it
should explain the relationship to individual investment
performance




Scenarios

Question:

= Do EMDs have the same statement and annual report

obligations under CRM2 amendments as advisers and other
dealers?

Answer:

= CRM2 Amendments do not distinguish between categories of
registered advisers and dealers

®" Firms must review all of the requirements

= EMDs must consider the totality of their dealings with clients
and the client’s expectations of the firm




Scenarios

Answer- continued
ltems to consider:

= Are there expected to be continuing transactions with the
client?

= |s the client expecting ongoing services from the firm?

= |sthe firm engaged in a different capacity, for example, as a
registered adviser managing the client’s other investments?

These factors are not exhaustive and must be considered in
relation to the firm’s business model




Questions




	ASC Registrant Regulatory Update
	�ASC Registrant Regulatory Update: June 2014
	Agenda
	Client Relationship Model Phase 2 (CRM2): 2014 Requirements��CSA Staff Notice 31-337�Cost Disclosure, Performance Reporting�and Client Statements: FAQ and Additional Guidance�
	CRM2 FAQs
	Background 
	Background – Ongoing Relationships
	CRM2 Planning Tips 
	CRM2 Transition Period
	CRM2 Transition Period
	CRM2 Transition Period
	July 15, 2014 Requirements: RDI and Benchmarks
	July 15, 2014 Requirements: Pre-trade Disclosure
	July 15, 2014 Requirements: Pre-trade Disclosure
	July 15, 2014 Requirements: Debt Securities	
	How to prepare
	Scenarios 
	Scenarios	
	Scenarios 
	Questions
	Late Filings 
	Late Filings 
	Amendment to Fee Schedule
	Filing Deadlines
	Percentage of Late Filings by Type and Year
	Financial Impact and Effective Date
	Next Steps
	Questions
	CSA Staff Notice 31-336��Guidance for Portfolio Managers, Exempt Market Dealers and Other Registrants on the Know-Your-Client, Know-Your-Product and Suitability Obligations
	KYC, KYP and Suitability: Background
	Importance of KYC, KYP and Suitability		
	Overview of CSA Staff Notice 31-336
	Highlights of CSA Staff Notice 31-336 
	The KYC obligation
	What KYC information is required?
	What KYC information is required?
	When does the KYC obligation apply?
	KYC Guidance
	KYC Guidance
	KYC Guidance
	KYC Guidance
	KYC Guidance
	CSA Staff Notice 31-336: Next Steps	
	Questions
	CSA Staff Notice 31-338��Guidance on Dispute Resolution Services- �Client Disclosure for Registered Dealers and Advisers that are not members of a Self-Regulatory Organization 
	CSA Staff Notice 31-338
	Summary 
	Membership in OBSI
	Resources 
	Purpose
	OBSI’s Purpose 
	Providing Client information about OBSI
	When do you need to provide client disclosure?
	When do you need to provide client disclosure?
	When do you need to provide client disclosure?
	When do you need to offer OBSI?
	Update to Relationship Disclosure Information
	CSA Staff Notice 31-338: Next steps
	Questions
	Questions for Registrant Oversight Staff



