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Introduction 

 

The Canadian Securities Administrators (the CSA) and the Canadian Council of Insurance 

Regulators (the CCIR, together, the Joint Regulators or we), are publishing, for a 90-day 

comment period, proposed enhanced cost disclosure reporting requirements for investment funds 

and new cost and performance reporting requirements for individual variable insurance contracts 

or IVICs (referred to here as Segregated Fund Contracts), as described below (collectively, the 

Proposals).  

 

#6015458



The Proposals have been developed by a joint project committee composed of members from the 

CSA, CCIR, Canadian Insurance Services Regulatory Organizations (CISRO), Investment 

Industry Regulatory Organization of Canada (IIROC) and the Mutual Fund Dealers Association 

of Canada (MFDA) (together referred to as the SROs) (the Project Committee). The Proposals 

follow on work securities regulators began after the completion of the Client Relationship Model, 

Phase 2 (CRM2) project in 2016 and recommendations published by the CCIR in a December 

2017 position paper on segregated funds, as revised in June 2018 (CCIR Segregated Funds 

Position Paper). 

 

The Proposals for the securities sector (the Proposed Securities Amendments) are for 

amendments to National Instrument 31-103 Registration Requirements, Exemptions and Ongoing 

Registrant Obligations (NI 31-103 or the Instrument) and Companion Policy 31-103CP 

Registration Requirements, Exemptions and Ongoing Registrant Obligations (31-103CP or the 

Companion Policy).  

 

The Proposals for the insurance sector are for an Individual Variable Insurance Contract Ongoing 

Disclosure Guidance (the Proposed Insurance Guidance) – an enhanced disclosure framework 

for Segregated Fund Contracts. The CCIR expects each of its member jurisdictions will adopt the 

framework by local guidance or, in certain jurisdictions, regulation. In addition to including cost 

and performance reporting guidance, the Proposed Insurance Guidance also includes additional 

ongoing performance disclosure guidance designed to bring the insurance sector into closer 

harmony with the securities sector, as well as guidance with respect to ongoing disclosure with 

respect to Segregated Fund Contract guarantees. 

 

The Proposed Securities Amendments would apply to all registered dealers, advisers and 

investment fund managers. The Proposed Insurance Guidance would apply to all insurers offering 

Segregated Fund Contracts to their policy holders. 

 

This notice contains the following annexes: 

 

 Annex A – Specific questions regarding the Proposed Securities Amendments  

 Annex B – Specific questions regarding the Proposed Insurance Guidance 

 Annex C – Proposed Amendments to NI 31-103  

 Annex D – Proposed changes to 31-103CP 

 Annex E – Blackline showing changes to NI 31-103 under the Proposed Amendments 

 Annex F – Blackline showing changes to 31-103CP under the Proposed Amendments 

 Annex G – Sample prototype statement and report for the securities sector 

 Annex H – Sample prototype report for the insurance sector 

 Annex I – Local matters 

 Annex J – Proposed Insurance Guidance 

 Annex K – Segregated funds and investment funds: differences between products, 

distribution channels and regulation 
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This notice will be available on the following websites of CSA jurisdictions: 

 

www.lautorite.qc.ca 

www.asc.ca 

www.bcsc.bc.ca 

www.fcnb.ca 

nssc.novascotia.ca 

www.osc.ca 

www.fcaa.gov.sk.ca 

www.msc.gov.mb.ca 
 
This notice will also be available on the CCIR website: https://www.ccir-ccrra.org. 
 
Substance and Purpose 

 

The Proposals are part of the Joint Regulators’ harmonized response to concerns we have identified 

relating to current cost disclosure and product performance reporting requirements for investment 

funds and segregated funds. The Proposed Insurance Guidance also addresses concerns about 

ongoing disclosure regarding Segregated Fund Contract guarantees. We seek to enhance investor 

protection by improving investors’ and policy holders’ awareness of the ongoing embedded fees 

such as management fund expense ratios (MER) and trading expense ratios (TER) that form part 

of the cost of owning investment funds and segregated funds. The Proposed Insurance Guidance  

also seeks to enhance policy holder protection by improving policy holders’ awareness of their 

rights to guarantees under their Segregated Fund Contracts and how their actions might affect their 

guarantees. 

 

One important concern is that there are currently no requirements for securities industry registrants 

or insurers to provide ongoing reporting to investors and policy holders on the amount of such 

costs after the initial sale of the investment product, in a form which is specific to the individual’s 

holdings and easily understandable. While fund facts and ETF facts documents required to be 

delivered at the point of sale for some investment funds contain certain disclosure concerning the 

ongoing costs of ownership of those funds, those documents are not tailored to the individual’s 

holdings or required to be delivered on an ongoing basis and this requirement only applies to a 

subset of investment funds1.  

 

Research carried out by the Ontario Securities Commission’s (OSC) Investor Office and the 

Behavioural Insights Team)2 in connection with the adoption of CRM2 shows that Canadian 

investors presented with a sample annual charges and compensation report, assumed that it 

included embedded fees associated with investment funds, when it does not include such fees.3 

 

                                        
1 Other continuous disclosure documents prepared by investment funds, such as annual statements or management 

reports of fund performance, are not prepared by all investment funds, present information in a form which may be 

complex for retail investors to understand and do not allow investors to understand their total costs of investing, as 

they present information which is specific to a single issuer or group of issuers. 
2 Behavioural Insights Team is a social purpose company part-owned by the U.K. Government. 
3 See OSC Staff Notice 11-787 Improving Fee Disclosure Through Behavioural Insights, August 19, 2019, p. 11.  
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We believe it is important that investors and policyholders be aware of all of the costs associated 

with the investment funds and segregated funds they hold, as these fees can impact their returns 

and have a compounding effect over time. Furthermore, transparency about costs may encourage 

more competition, which would benefit investors and policyholders. 

 

The Proposals would require disclosure of the ongoing costs of owning Segregated Fund Contracts 

and investment funds, both as a percentage, for each fund or segregated fund, and as an aggregate 

amount, in dollars, for all investment funds or investments in a Segregated Fund Contract held 

during the year.  

 

The Proposals are as consistent as possible between the securities and insurance sectors with 

respect to disclosure of the ongoing costs of owning Segregated Fund Contracts and investment 

funds, taking into account the material differences among those products and in the ways the two 

sectors and their regulatory regimes operate. Differences include who provides cost disclosure to 

clients, how often account statements are typically sent, distribution channels and product features, 

as indicated in the table in Annex K. 

 

Summary of Proposals 

 
Securities sector  

  

The Proposed Securities Amendments would add the following new elements to client reporting 

under NI 31-103: 

 

 in the account statement (s.14.14) or additional statement (s.14.14.1) as appropriate, the 

fund expense ratio, stated as a percentage for each investment fund held by the client; and 

 

 in the annual report on charges and other compensation (s.14.17) for the account as a 

whole: 

o the aggregate amount of fund expenses, in dollars, for all investment funds held during 

the year; and  

o the aggregate amount of any direct investment fund charges (e.g., short-term trading 

fees or redemption fees), in dollars. 

 

Fund expenses would be calculated by reference to the fund expense ratio, which would be defined 

as the sum of the MER and the TER. This definition is consistent with how that term is used in the 

context of a mutual fund’s fund facts document and with how the term “ETF expenses” is used in 

the ETF Facts document.4 The methodology for determining the information included in the 

reports would be prescribed in order to ensure comparability for investors and a level playing field 

for registrants. Explanatory notes, substantially in a prescribed form tested with investors, would 

be included as appropriate.  

 

The Proposed Securities Amendments would apply to all registrants to which the requirements to 

deliver an account statement, additional statement or annual cost and compensation report 

                                        
4 See item 1.3 of Part II of Form 81-101F3 in National instrument 81-101 Mutual Fund Prospectus Disclosure.  
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currently apply,5 in respect of all investment funds owned by their clients, including scholarship 

plans, labour sponsored funds, foreign funds, mutual funds, non-redeemable investment funds, 

prospectus-exempt investment funds and exchange-traded funds.  

 

Existing exemptions for statements and reports provided to non-individual permitted clients 

(including, for example, many different institutional investors), pursuant to subsections 14.14.1(6) 

and 14.17(5) of NI 31-103, would continue to apply. SRO rules would be amended to be uniform 

in substance with final amendments to NI 31-103. 

 

Registered investment fund managers would be required to provide the registered dealers and 

registered advisers with certain information that the dealers and advisers would require in order to 

prepare the enhanced statements and reports for their clients. 

 

The Proposed Securities Amendments would allow investment fund managers to rely on publicly 

available information disclosed in an investment fund’s most recently published fund facts 

document, ETF facts document, prospectus or management report of fund performance, unless this 

information is outdated, or the investment fund manager reasonably believes that doing so would 

cause the information reported in the statement or report to be misleading.  

 

If advisers or dealers are unable to rely on information provided by investment fund managers or 

believe that doing so would cause the information reported in the statement or report to be 

misleading, they would be required to rely on the most recent publicly available information in the 

relevant fund facts document, ETF facts document, prospectus or management report of fund 

performance, and if they cannot do so, would be required to make reasonable efforts to obtain that 

information by other means.  

 

We believe this approach would adequately balance the need for investors to receive information 

about the ongoing costs of owning investments funds, while avoiding imposing an undue 

regulatory burden on registrants. 

 
Insurance sector 

 

The Proposed Insurance Guidance would express the CCIR’s expectation that insurers would 

provide certain information to clients who own Segregated Fund Contracts at least once each year. 

The full list of these elements of disclosure is found in Annex J. 

 

With respect to costs of holding Segregated Fund Contracts, these elements include: 

 the fund expense ratio, stated as a percentage for each segregated fund held by the client 

within their Segregated Fund Contract during the statement period; and 

 

 for the Segregated Fund Contract as a whole: 

o the aggregate amount of fund expenses, in dollars, for all segregated funds held 

during the statement period;   

o the aggregate cost of insurance guarantees under the Segregated Fund Contract, in 

dollars, for the statement period; and 

                                        
5 See sections 14.14, 14.14.1 and 14.17 of NI 31-103.  
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o the aggregate amount of all other expenses under the Segregated Fund Contract, in 

dollars, for the statement period.  

 

The statement period would be no more than one year. 

 

The fund expense ratio would be defined as the sum of the MER and the TER. The methodology 

for determining the information included in the statements would be prescribed in order to ensure 

comparability for investors and a level playing field for insurers and agents. Explanatory notes, 

substantially in a prescribed form tested with investors, would be included as appropriate.  

 

The remaining elements of the ongoing disclosure would reflect the expectations set out in the 

CCIR Segregated Funds Position Paper, except as follows: 

 

 insurers would be expected to report the total deposits, withdrawals and the change in value 

of segregated funds since the Segregated Fund Contract began and since the start of the 

previous statement period. 

o In contrast, the CCIR Segregated Funds Position Paper recommended reporting the 

aggregated dollar value change in net asset value of the Segregated Fund Contract. 

 

 with respect to the amount the client would receive upon redeeming the entire Segregated 

Fund Contract, insurers would be expected to: 

o include a notice, substantially in a prescribed form, that explains the total net asset 

value for the contract is not necessarily the amount the client would receive if they 

ended their contract, and explains how the client could obtain more details about 

the amount of money they would receive, and 

o if the costs incurred at the redemption would be significant, include a notice, 

substantially in a prescribed form, that explains these costs. 

 

 insurers would be expected to indicate whether a deferred sales charge may apply to each 

segregated fund; and 

 

 when a Segregated Fund Contract provides a guaranteed income payment, insurers would 

be expected to state how long the guaranteed payment would be payable.  

 

Insurance regulators in each jurisdiction will implement this initiative in line with their respective 

regulatory requirements. 

 
Prior Consultations 
 
In developing the Proposals, the Joint Regulators conducted extensive consultations with investor 

advocates and market participants, notably at a meeting of the Joint Forum of Financial Market 

Regulators6 held on June 10, 2021, as well as through informal technical consultations with 

industry associations and service providers.  

 

                                        
6 https://www.securities-administrators.ca/news/joint-forum-of-financial-market-regulators-engages-with-industry-

and-investor-groups-on-investment-fee-transparency/ 
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Prior to beginning the joint project, CCIR consulted with stakeholders with respect to disclosure 

of fees and performance through an Issues Paper released for public consultation in May 2016 and 

discussion directly with stakeholders. These consultations led to the 2017/2018 CCIR Segregated 

Funds Position Paper, which set out CCIR’s expectations regarding cost disclosure. CCIR 

continued related research, including through investor focus groups, between the release of the 

Position Paper and the start of the joint project. 

 

The Project Committee also worked with OSC Investor Office Research and Behavioural Insights 

Team (IORBIT), drawing in part on earlier research commissioned by the MFDA, to design seven 

prototype disclosure documents for the securities sector, which differed both in terms of 

substantive content and presentation. Four prototypes were developed for the insurance sector. 

IORBIT then tested the prototypes to determine which ones would be most effective in maximizing 

investor or policyholder’s comprehension of cost information. The Proposed Amendments reflect 

the findings from IORBIT’s research. The final prototypes are included in Annex G and H as 

illustrative examples, showing what statements and reports could look like if the Proposed 

Amendments were adopted, with the new information highlighted.7  
 
Transition  

 

We recognize that developing and implementing system enhancements to implement the Proposals 

will require a significant investment of time and resources by industry stakeholders. However, we 

firmly believe that providing both investors and policyholders with essential information about the 

ongoing embedded costs of investment funds and segregated funds at the earliest possible date is 

a priority. We therefore intend to adopt a short transition period for both the securities sector and 

the insurance sector. 

 

We are proposing that both sectors move forward in lockstep, with final amendments coming into 

effect at the same time in September 2024, as further detailed below, assuming that final 

publication would occur and ministerial approvals be obtained during the second quarter of 2023. 

This would represent a transition period of approximately 18 months. Registrants and insurers 

would be required to deliver statements and reports compliant with the Proposals as of the first 

reporting periods that fall entirely after this date.  

 

In practical terms, this means that 

 

 for the securities sector, investors would receive the first quarterly account statements 

containing the newly required information for the reporting period ending in December 

2024, and the first annual reports containing the newly required information for the 

reporting period ending in December 2025; and  

 

 for the insurance sector, policyholders would receive an annual report containing the newly 

required information for the reporting period ending in December 2025, and a half-yearly 

statement containing the newly required information for the reporting period ending in June 

2025, in the case where such statements are delivered. 

                                        
7 The final prototype cost and compensation report developed for the securities sector will also be included as an 

appendix to 31-103CP. 
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We are proposing this approach considering the importance of this initiative for investors and 

policyholders and the fact that pre-consultations with industry stakeholders and investor advocacy 

groups have taken place and will continue. We strongly encourage registrants and insurers to begin 

reviewing their systems and conduct advanced planning as soon as possible in order to have all of 

the resources necessary for implementation in place on time, following the final publication and 

ministerial approvals.  If you have comments on this transition period proposal, please provide 

detailed discussion of the comments in your submission.    

 

Request for Comments 

 

We welcome your comments on the Proposals and questions in Annexes A and B.  

 

We cannot keep submissions confidential because securities legislation in certain provinces 

requires publication of a summary of the written comments received during the comment period. 

All comments with respect to the Proposed Securities Amendments will be posted on the websites 

of each of the OSC at www.osc.ca, the Alberta Securities Commission at 

www.albertasecurities.com and the Autorité des marchés financiers at www.lautorite.qc.ca. 

Therefore, you should not include personal information directly in comments to be published. It is 

important you state on whose behalf you are making the submissions.  

 

Similarly, all comments with respect to the CCIR Guidance may be posted on the CCIR website. 

 

Deadline for Comments  

 

Please submit your comments in writing on or before July 27, 2022. If you are not sending your 

comments by email, please send a CD containing the submissions in Microsoft Word format. 

 

Comments on Proposed Securities Amendments: 

 

Address your submission to the CSA jurisdictions as follows: 

 

Alberta Securities Commission 

Autorité des marchés financiers 

British Columbia Securities Commission 

Financial and Consumer Services Commission (New Brunswick) 

Financial and Consumer Affairs Authority of Saskatchewan 

Manitoba Securities Commission 

Nova Scotia Securities Commission 

Nunavut Securities Office 

Office of the Superintendent of Securities, Newfoundland and Labrador 

Ontario Securities Commission 

Office of the Superintendent of Securities, Northwest Territories 

Office of the Yukon Superintendent of Securities 

Superintendent of Securities, Department of Justice and Public Safety, Prince Edward Island 
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Deliver your comments only to the addresses listed below. Your comments will be distributed to 

the remaining CSA jurisdictions. 

 

Me Philippe Lebel 

Corporate Secretary and Executive Director, Legal Affairs 

Autorité des marchés financiers 

Place de la Cité, tour Cominar 

2640, boulevard Laurier, bureau 400 

Québec (Québec) G1V 5C1 

Fax: 514-864-6381 

consultation-en-cours@lautorite.qc.ca 

 

The Secretary 

Ontario Securities Commission 

20 Queen Street West 

22nd Floor, Box 55 

Toronto, Ontario 

M5H 3S8 

Fax: 416-593-2318 

comment@osc.gov.on.ca  

 

Comments on Proposed Insurance Guidance: 

 

Address and deliver your comments to: 

 

Mr. Tony Toy, Policy Manager 

Canadian Council of Insurance Regulators 

National Regulatory Coordination Branch 

25 Sheppard Avenue West, Suite 100 

Toronto, Ontario  

M2N 6S6 

ccir-ccrra@fsrao.ca 

 

Your comments will be delivered to member jurisdictions of the CCIR. 

 

Questions  

 

If you have any questions, please contact the staff members listed below. 
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With respect to securities questions: 

 

Gabriel Chénard 

Senior Policy Analyst 

Supervision of Intermediaries 

Autorité des marchés financiers 

(514) 395-0337, ext. 4482 

Toll-free: 1 800 525-0337, ext. 4482 

gabriel.chenard@lautorite.qc.ca 

Jan Bagh  

Senior Legal Counsel  

Alberta Securities Commission  

Corporate Finance  

(403) 355-2804  

jan.bagh@asc.ca 

 

Chad Conrad  

Senior Legal Counsel 

Alberta Securities Commission  

Corporate Finance  

(403) 297-4295  

chad.conrad@asc.ca 

Kathryn Anthistle 

Senior Legal Counsel, Legal Services 

Capital Markets Regulation Division 

British Columbia Securities Commission 

(604) 899-6536 

kanthistle@bcsc.bc.ca  

Curtis Brezinski 

Compliance Auditor 

Financial and Consumer Affairs Authority of 

Saskatchewan 

(306) 787-5876 

curtis.brezinski@gov.sk.ca 

Clayton Mitchell 

Registration and Compliance Manager 

Financial and Consumer Services 

Commission (New Brunswick) 

(506) 658-5476 

Clayton.mitchell@fcnb.ca 

Nick Doyle 

Compliance Officer 

Financial and Consumer Services 

Commission (New Brunswick) 

(506) 635-2450 

Nick.doyle@fcnb.ca 

 

Chris Jepson 

Senior Legal Counsel 

Ontario Securities Commission 

(416) 593-2379 

cjepson@osc.gov.on.ca 

 

 

Brian Murphy 

Manager, Registration 

Nova Scotia Securities Commission 

(902) 424-4592 

brian.murphy@novascotia.ca 
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With respect to insurance questions: 

 

Mr. Tony Toy, Policy Manager 

Canadian Council of Insurance Regulators 

National Regulatory Coordination Branch 

416-590-7257 

ccir-ccrra@fsrao.ca 

 

 

Chantale Bégin CPA auditor, CA  

Senior Accountant, Standardization of 

Financial Institutions 

Capital Oversight of Financial Institutions 

Autorité des marchés financiers  

Tel : 418 525-0337, ext 4595  

Toll free : 1 877 525-0337, ext 4595  

chantale.begin@lautorite.qc.ca 
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ANNEX A 

 

SPECIFIC QUESTIONS REGARDING THE PROPOSED SECURITIES 

AMENDMENTS 

 

1. Do you anticipate implementation issues related to the inclusion of any of the following in 

the Proposed Securities Amendments, 

 

(a) exchange-traded funds, 

 

(b) prospectus-exempt investment funds, 

 

(c) scholarship plans, 

 

(d)  labour-sponsored funds, 

 

(e) foreign investment funds? 

 

2. Would you consider it acceptable if, instead of information about each investment fund’s 

fund expense ratio (MER + TER), the MER alone was disclosed in account statements and 

additional statements and used in the calculation of the fund expenses for the purposes of 

the annual report on charges and other compensation? 

 

3. For the purpose of subsection 14.14.1(2), is the use of net asset value appropriate, or would 

it be more appropriate to use market value or another input? Would it be better to use 

different inputs for different types of funds? 

 

4. Do you anticipate any other implementation issues related to the Proposed Securities 

Amendments? 

 

5. Do you anticipate any issues specifically related to the proposed transition period? 

  

#6015458
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ANNEX B 

 

SPECIFIC QUESTIONS REGARDING THE PROPOSED INSURANCE GUIDANCE 

 

 
Please see the website of the Canadian Council of Insurance Regulators National Regulatory 

Coordination Branch https://www.ccir-ccrra.org  
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ANNEX C 

 

PROPOSED AMENDMENTS TO NATIONAL INSTRUMENT 31-103 REGISTRATION 

REQUIREMENTS, EXEMPTIONS AND ONGOING REGISTRANT OBLIGATIONS 

 

1. National Instrument 31-103 Registration Requirements, Exemptions and Ongoing 

Registrant Obligations is amended by this Instrument. 

 

2. Section 1.1 is amended by adding the following definitions: 

 

““direct investment fund charge” means an amount charged, by an investment fund 

or an investment fund manager, to a client if the client buys, holds, sells or switches 

units or shares of an investment fund, including any federal, provincial or territorial 

sales taxes paid on that amount, other than, for greater certainty, an amount included 

in the investment fund’s fund expenses;   

 

“ETF facts document” has the same meaning as in section 1.1 of National 

Instrument 41-101 General Prospectus Requirements; 

 

“fund expense ratio” means the sum of an investment fund’s management expense 

ratio and trading expense ratio, expressed as a percentage; 

 

“fund facts document” has the same meaning as in section 1.1 of National 

Instrument 81-101 Mutual Fund Prospectus Disclosure; 

 

“management expense ratio” has the same meaning as in section 1.1 of National 

Instrument 81-106 Investment Fund Continuous Disclosure; 

 

“management report of fund performance” has the same meaning as in section 1.1 

of National Instrument 81-106 Investment Fund Continuous Disclosure;  

 

“trading expense ratio” means the ratio, expressed as a percentage, of the total 

commissions and other portfolio transaction costs incurred by an investment fund 

to its average net asset value, calculated in accordance with paragraph 12 of item 3 

Financial Highlights of Part B of Form 81-106F1 of National Instrument 81-106 

Investment Fund Continuous Disclosure;” 

 

3. Section 14.1.1 is replaced with the following: 

 

“14.1.1. Duty to provide information – investment fund managers  

 

(1)  A registered investment fund manager of an investment fund must, within 

a reasonable period of time, provide a registered dealer or a registered adviser that 

has a client that owns securities of the investment fund with the information that is 

required by the dealer or adviser, in order for the dealer or adviser to comply with 

paragraph 14.12(1)(c), subsections 14.14(4) and (5), 14.14.1(2) and 14.14.2(1) and 
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paragraphs 14.17(1)(h) and (i) and (j), or with a reasonable approximation of such 

information. 

 

(2)  For the purpose of subsection (1), with respect to the information required 

in respect of paragraph 14.17(1)(i), the registered investment fund manager must 

provide the daily cost per unit or share of the relevant class or series of an 

investment fund calculated in dollars, determined using the following formula: 

 
A

365
X B = C, where 

 

A = fund expense ratio of the applicable class or series of the investment fund; 

 

B = the net asset value of a share or unit of the applicable class or series of the 

investment fund for the day; 

 

C = the daily dollar cost per unit for the investment fund class or series. 

 

(3) For the purpose of subsection (1), and paragraph 14.14(5)(c.1) or 

14.14.1(2)(c.1), if a registered investment fund manager provides an 

approximation, the approximation must be determined based on information 

disclosed in an investment fund’s most recently disclosed fund facts 

document, ETF facts document, prospectus or management report of fund 

performance, making any reasonable assumptions, unless 

 

(a) the information was disclosed more than 12 months before the end 

of the period covered by the statement or report which is required to be 

delivered by the registered dealer or registered adviser under subsection 

14.14(1), 14.14.1(1) or 14.17(1), or 

 

(b) the investment fund manager reasonably believes that doing so 

would cause the information disclosed in the statement or report to be 

misleading.” 

 

4. Subsection 5 of section 14.14 is amended by adding the following, after paragraph (c): 

 

“(c.1)  the fund expense ratio of each class or series of each investment fund in 

the account; 

 

(c.2)  if information reported under paragraph (c.1) is based on an 

approximation or any other assumption, a description of the assumption or 

approximation;” 

 

5. Subsection 5 of section 14.14 is amended by adding the following, after paragraph (g): 

 

“(h) if there are investment funds in the account, the following notification or a 

notification that is substantially similar: 

#6015458

-15-



 
 

 

“Fund expenses are made up of the management fee, operating expenses 

and trading costs. You don’t pay these expenses directly. They are 

periodically deducted from the value of your investments by the companies 

that manage and operate those funds. Different funds have different fund 

expenses. They affect you because they reduce the fund’s returns. These 

expenses add up over time. Fund expenses are expressed as an annual 

percentage of the total value of the fund. They correspond to the sum of the 

fund’s management expense ratio (MER) and trading expense ratio (TER). 

These costs are already reflected in the current values reported for your 

fund investments.”” 

 

6. Subsection 2 of section 14.14.1 is amended by adding the following after paragraph 

(c): 

 

“(c.1) the fund expense ratio of each class or series of each investment fund;  

 

(c.2) if information reported under paragraph (c.1) is based on an approximation or 

any other assumption, a description of the assumption or approximation;” 

 

7. Subsection 2 of section 14.14.1 is amended by adding the following after paragraph 

(h): 

 

“(i) if the statement includes information under paragraph (c.1), the following 

notification or a notification that is substantially similar: 

 

“Fund expenses are made up of the management fee, operating expenses 

and trading costs. You don’t pay these expenses directly. They are 

periodically deducted from the value of your investments by the companies 

that manage and operate those funds. Different funds have different fund 

expenses. They affect you because they reduce the fund’s returns. These 

expenses add up over time. Fund expenses are expressed as an annual 

percentage of the total value of the fund. They correspond to the sum of the 

fund’s management expense ratio (MER) and trading expense ratio (TER). 

These costs are already reflected in the current values reported for your 

fund investments.”” 

 

8. Subsection 1 of section 14.17 is amended by adding the following, after paragraph (h): 

 

“(i) the total amount of fund expenses, in relation to securities of investment funds 

owned by the client during the period covered by the report, either: 

 

(a) charged to the client by an investment fund, its investment fund manager 

or any other party, or;  
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(b) charged to an investment fund by its investment fund manager or any 

other party; 

 

(j) the total amount of direct investment fund charges charged to the client by an 

investment fund, investment fund manager or any other party, in relation to 

securities of investment funds owned by the client during the period covered by the 

report, excluding any charges included in the amounts under paragraph (c) or (f); 

 

(k) the total amount of the fund expenses reported under paragraph (i) and the direct 

investment fund charges reported under paragraph (j); 

 

(l) the total amount of the registered firm’s charges reported under paragraph (d) 

and the investment fund fees reported under paragraph (k); 

 

(m) if the client owned investment fund securities during the period covered by the 

report, the following notification or a notification that is substantially similar: 

 

“Fund expenses are made up of the management fee, operating expenses 

and trading costs. You don’t pay these expenses directly. They are 

periodically deducted from the value of your investments by the companies 

that manage and operate those funds. Different funds have different fund 

expenses. They affect you because they reduce the fund’s returns. These 

expenses add up over time. Fund expenses are expressed as an annual 

percentage of the total value of the fund. They correspond to the sum of the 

fund’s management expense ratio (MER) and trading expense ratio (TER). 

These costs are already reflected in the current values reported for your 

fund investments. 

 

The number shown here is the total dollar amount you paid in management 

fees, trading fees and operating expenses for all the investment funds you 

owned last year. This amount depends on each of your funds’ fund expenses 

and the amount you invested in each fund. Your account statements show 

the fund expenses as a percentage for each fund you hold.” 

 

(n) if the client owned investment fund securities during the period covered by the 

report and any deferred sales charges were paid by the client, the following 

notification or a notification that is substantially similar: 

 

“You paid this cost because you redeemed your units or shares of a fund 

purchased under a deferred sales charge option (DSC) before the end of the 

redemption fee schedule and a redemption fee was payable to the investment 

fund company. Information about these and other fees can be found in the 

prospectus or fund facts document for each investment fund. The redemption 

fee was deducted from the redemption amount you received." 
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(o) if the client owned investment fund securities during the period covered by the 

report and direct investment fund charges, other than redemption fees, were charged 

to the client, a short explanation of the type of fees which were charged; 

 

(p) if the information reported under paragraph (i) or (j) is based on an 

approximation or any other assumption, a description of the assumption or 

approximation.” 

 

9. Section 14.17 of the Instrument is amended by adding the following subsection: 

 

“(6) For the purposes of determining the total amount of fund expenses under 

paragraph (1)(i), the fund expenses for each class or series of each investment fund 

owned by the client during the reporting period must be added together after using 

the following formula to calculate the fund expenses for each fund for each day that 

the client owned it,   

 

(A x B) where  

 

A = the daily cost per unit or share of the relevant class or series of an 

investment fund calculated in dollars using the formula in subsection 

14.1.1(2), and 

 

B = the number of shares or units owned by the client for the day.” 

 

10. The Instrument is amended by adding the following section, after section 14.17: 

 

“14.17.1 Reporting of fund expenses and direct investment fund charges 

 

(1) Subject to subsection (2), for the purposes of paragraphs 14.14(5)(c.1), 

14.14.1(2)(c.1), and 14.17(1)(i) and (j), the information required to be 

delivered to clients by a registered dealer or registered adviser must be based 

on the information provided under section 14.1.1.  

 

(2) Subject to subsection (3), if no information is provided under section 14.1.1, 

or the registered firm reasonably believes that any part of the information 

provided pursuant to section 14.1.1 is incomplete or that relying on it would 

cause information required to be delivered to a client to be misleading, the 

registered firm must rely on the most recent information disclosed in the 

relevant fund facts document, ETF facts document, prospectus or 

management report of fund performance, as applicable;  

 

(3) If there is no publicly available information or if the information referred to 

in subsection (2) was disclosed more than 12 months before the end of the 

period covered by the statement or report required to be delivered to the 

client, or the registered firm reasonably believes that relying on the publicly 

available information would cause information required to be delivered to the 
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client to be misleading, the registered firm must not rely on the publicly 

available information and must  

 

(a) make reasonable efforts to obtain the information referred to in 

subsection (1) by other means, and 

 

(b) subject to subsection (4), rely on the information obtained under 

paragraph (a). 

 

(4) If the registered firm reasonably believes it cannot obtain information under 

paragraph (3) that is not misleading, the registered firm must exclude the 

information from the calculation of the amount of fund expenses or of the 

direct investment fund charges reported to the client, as the case may be, or, 

in the case of a fund expense ratio, must not report the fund expense ratio, 

and must disclose the fact that the information is excluded or not reported in 

the relevant statement or report.” 

 

11. This Instrument comes into force on [●]. 
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ANNEX D 

 

CHANGES TO COMPANION POLICY 31-103 REGISTRATION REQUIREMENTS, 

EXEMPTIONS AND ONGOING REGISTRANT OBLIGATIONS 

 

1. Companion Policy 31-103 Registration Requirements, Exemptions and Ongoing 

Registrant Obligations is changed by this Instrument. 

 

2. Division 1 Investment fund managers is replaced with the following: 

 

“Section 14.1 sets out the limited application of Part 14 to investment fund managers. The 

sections of Part 14 that apply to investment fund managers when performing their 

investment fund manager activities include section 14.1.1, section 14.5.2, section 14.5.3, 

section 14.6, section 14.6.1, section 14.6.2, subsection 14.12(5) and section 14.15. An 

investment fund manager that is also registered as a dealer or adviser (or both) is subject to 

all relevant sections of Part 14 in respect of that firm’s dealer or adviser activities. 

 

Section 14.1.1 requires investment fund managers to provide information that is known to 

them or which is required to be calculated by them concerning position cost, fund expense 

ratio, fund expenses, deferred sales charges and any other charges deducted from the net 

asset value of the securities, and trailing commissions to dealers and advisers who have 

clients that own the investment fund manager’s funds. This information must be provided 

within a reasonable period of time, in order that the dealers and advisers may comply with 

their client reporting obligations. This is a principles-based requirement.  

 

When relying on information disclosed in an investment fund’s previous disclosure 

documents, we would expect investment fund managers to inform the advisers or dealers 

of any assumptions or approximations in the information reported to the advisers or dealers.  

 

An investment fund manager must work with the dealers and advisers who distribute fund 

products to determine what information they need from the investment fund manager in 

order to satisfy their client reporting obligations. The information and arrangements for its 

delivery may vary, reflecting different operating models and information systems.” 

 

3. Section 14.14. Account statements is changed by adding the following immediately 

after “any fee or charge, and any other account activity.”: 

 

“The fund expense ratio of each series of each investment fund in the account and 

a description of any assumptions or approximations used to calculate this ratio must 

also be disclosed.” 

 

4. Section 14.17. Report on charges and other compensation is changed by adding the 

following paragraph after the fifth paragraph: 

 

“Registered firms should not include in the total amount of direct investment fund 

charges required to be reported under paragraph 14.17(1)(j), the amount of a charge, 
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including a sales commission, which is required to be reported by the registered 

firm to the client under paragraph 14.17(1)(c), concerning transaction charges, or 

(f), specific to scholarship plan dealers, in order to avoid any potential double 

counting of such charge in the total cost amount required to be reported under 

paragraph 14.17(1)(l).” 

 

5. Part 14 is changed by adding section 14.17.1 Reporting of fund expenses and direct 

investment fund charges after section 14.17: 

 

“14.17.1 Reporting of fund expenses and direct investment fund charges 

 

Dealers and advisers are required to rely on information provided by registered 

investment fund managers pursuant to section 14.1.1. However, they may be unable 

to rely on such information in certain circumstances, including if: 

 

 there is no registered investment fund manager  

 

 such information is not required to be provided for a fund (for example, as 

in the case of certain non-Canadian investment funds) 

 

 an investment fund manager does not comply with section 14.1.1 for any 

reason, or 

 

 the dealer or adviser reasonably believes that relying on this information 

would cause the information delivered to a client to be misleading. 

 

In cases where paragraph 14.17.1(3)(a) applies, the registered firm must make 

reasonable efforts to obtain information about the investment fund’s fund expenses, 

fund expense ratio or direct investment fund charges by other means. Those other 

means may include:  

 

 relying on information disclosed in disclosure documents of the investment 

fund other than those referred to in paragraph 14.17.1(2), including 

documents prepared according to the reporting requirements applicable in a 

foreign jurisdiction  

 

 requesting that the information be provided in writing by the investment 

fund or investment fund manager, or  

 

 relying on information reported by a reliable third-party service provider.  

 

We expect registered firms to use their professional judgement in determining what 

other means of obtaining the information would be appropriate, notably taking into 

account that doing so must not cause the information reported to clients to be 

misleading. ” 
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6. Appendix D - Annual Charges and Compensation Report is replaced with the 

following: 

 

 

Appendix D: Account Statement or Additional Statement and Annual Charges 

and Compensation Report 
 

 

Dealer ABC Inc. 

 

Your Account Number: 123-4567 

 

Holdings in your account 

On December 31, 2020 

 

Portfolio Assets 

Description Share

s 

Owne

d 

Book 

Cost 

Market 

Value 

Current 

gain or 

loss 

Fund 

Expense

s1 

% of 

your 

holdings 

 

Investment Funds 

      

ABC Management 

Monthly Income 

Fund, Series A FE 

250.00 $17,000.00 $19,500.00 $2,500.00 1.00% 41.49% 

ABC Management 

Canadian Equity, 

Series A FE 

450.00 $19,500.00 $22,500.00 $3,000.00 2.00% 47.87% 

 

Equities 

      

Company A 

N/A 

100.00 $2,000.00 $3,000.00 $1,000.00  6.88% 

Company B 

N/A 

50.00 $1,500.00 $2,000.00 $500.00  4.26% 

Totals  $40,000.00 $47,000.00   100.00% 
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1. Fund expenses are made up of the management fee, operating expenses and trading costs.  

You don't pay these expenses directly. They are periodically deducted from the value of 

your investments by the companies that manage and operate those funds. Different funds 

have different fund expenses. They affect you because they reduce the fund's returns. These 

expenses add up over time. Fund expenses are expressed as an annual percentage of the 

total value of the fund. They correspond to the sum of the fund’s management expense 

ratio (MER) and trading expense ratio (TER). These costs are already reflected in the 

current values reported for your fund investments. 
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Dealer ABC Inc. 

______________________________________________________________________ 

 

Your Account Number: 123-4567 

 

Your Cost of Investing and Our Compensation  

This report shows for 2021 

 your cost of investing, including what you paid to us and to investment fund companies 

 our compensation 

 

 

Your Cost of Investing 

Costs reduce your profits and increase your losses  

Your total cost of investing was $815 last year 

 

What you paid 

 

Our Compensation 

 

What we received  

Our charges: Amounts that you paid to us by withdrawals from your account or by other means 

such as cheques or transfers from your bank. 

Account administration and operating fees – you pay these fees to us each year    $100.00 

Trading fees – you pay these fees to us when you buy or sell some investments   $20.00 

Total you paid to us    $120.00 

Investment fund company fees:   Amounts you paid to investment fund companies that operate 

the investment funds (e.g., mutual funds) in your account. 

Fund Expenses - See the fund expenses % shown in the holdings section of 

your account statement1 

   $645.00 

Redemption fees on deferred sales charge (DSC) investments2    $50.00 

Amount you paid to investment fund companies   $695.00 

Your total cost of investing   $815.00 

Total you paid us, as indicated above     $120.00 
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1. Fund expenses. Fund expenses are made up of the management fee, operating expenses 

and trading costs.  You don't pay these expenses directly. They are periodically deducted 

from the value of your investments by the companies that manage and operate those funds. 

Different funds have different fund expenses. They affect you because they reduce the 

fund's returns. These expenses add up over time. Fund expenses are expressed as an annual 

percentage of the total value of the fund. They correspond to the sum of the fund’s 

management expense ratio (MER) and trading expense ratio (TER). These costs are already 

reflected in the current values reported for your fund investments. 

 

The number shown here is the total dollar amount you paid in management fees, trading 

fees and operating expenses for all the investment funds you owned last year. This amount 

depends on each of your funds’ fund expenses and the amount you invested in each fund. 

Your account statements show the fund expenses as a percentage for each fund you hold. 

 

2. Redemption fees on DSC investments: You paid this cost because you redeemed your 

units or shares of a fund purchased under a deferred sales charge option (DSC) before the 

end of the redemption fee schedule and a redemption fee was payable to the investment 

fund company. Information about these and other fees can be found in the prospectus or 

fund facts document for each investment fund. The redemption fee was deducted from the 

redemption amount you received. 

 

3. Trailing commissions. Investment funds pay investment fund companies a fee for 

managing their funds. Investment fund companies pay us ongoing trailing commissions for 

the services and advice we provide you. The amount of the trailing commission for each 

fund depends on the sales charge option you chose when you purchased the fund. You are 

not directly charged for trailing commissions. They are paid to us by investment fund 

companies.  

 

Information about fund expenses, MERs, trading expenses and other investment fund 

company charges, as well as trailing commissions, is also included in the prospectus or fund 

facts document for each fund you own. 
 

7.  This Instrument comes into force on [●]. 

 

 

Trailing commissions3 paid to us by investment fund companies     $342.00 

  Total we received for advice and services we provided to you     $462.00 
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ANNEX E 

 

BLACKLINE SHOWING PROPOSED AMENDMENTS TO NATIONAL INSTRUMENT 

31-103 REGISTRATION REQUIREMENTS, EXEMPTIONS AND ONGOING 

REGISTRANT OBLIGATIONS 

 

1.1 Definitions of terms used throughout this Regulation  
In this Instrument (…) 

 

“direct investment fund charge” means an amount charged, by an investment fund or an 

investment fund manager, to a client if the client buys, holds, sells or switches units or 

shares of an investment fund, including any federal, provincial or territorial sales taxes paid 

on that amount, other than, for greater certainty, an amount included in the investment 

fund’s fund expenses;   

 

“ETF facts document” has the same meaning as in section 1.1 of National Instrument 41-

101 General Prospectus Requirements; 

 

“fund expense ratio” means the sum of an investment fund’s management expense ratio 

and trading expense ratio, expressed as a percentage; 

 

“fund facts document” has the same meaning as in section 1.1 of National Instrument 81-

101 Mutual Fund Prospectus Disclosure; 

 

“management expense ratio” has the same meaning as in section 1.1 of National Instrument 

81-106 Investment Fund Continuous Disclosure; 

 

“management report of fund performance” has the same meaning as in section 1.1 of 

National Instrument 81-106 Investment Fund Continuous Disclosure;  

 

“trading expense ratio” means the ratio, expressed as a percentage, of the total  

commissions and other portfolio transaction costs incurred by an investment fund to its 

average net asset value, calculated in accordance with paragraph 12 of item 3 Financial 

Highlights of Part B of Form 81-106F1 of National Instrument 81-106 Investment Fund 

Continuous Disclosure;  

 

(…) 

 

14.1.1 Duty to provide information – investment fund managers  

 

(1)  A registered investment fund manager of an investment fund must, within a reasonable 

period of time, provide a registered dealer or a registered adviser that has a client that owns 

securities of the investment fund with the information that is required by the dealer or adviser, in 

order for the dealer or adviser to comply with paragraph 14.12(1)(c), subsections 14.14(4) and (5), 

14.14.1(2) and 14.14.2(1) and paragraphs 14.17(1)(h) and (i) and (j), or with a reasonable 

approximation of such information. 
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(2)  For the purpose of subsection (1), with respect to the information required in respect of 

paragraph 14.17(1)(i), the registered investment fund manager must provide the daily cost per unit 

or share of the relevant class or series of an investment fund calculated in dollars, determined using 

the following formula: 

 
A

365
X B = C , where 

 

A =  fund expense ratio of the applicable class or series of the investment fund; 

 

B = the net asset value of a share or unit of the applicable class or series of the 

investment fund for the day; 

 

C = the daily dollar cost per unit for the investment fund class or series. 

 

(3) For the purpose of subsection (1), and paragraph 14.14(5)(c.1) or 14.14.1(2)(c.1), if a 

registered investment fund manager provides an approximation, the approximation must be 

determined based on information disclosed in an investment fund’s most recently disclosed fund 

facts document, ETF facts document, prospectus or management report of fund performance, 

making any reasonable assumptions, unless 

 

(a) the information was disclosed more than 12 months before the end of the period 

covered by the statement or report which is required to be delivered by the registered dealer 

or registered adviser under subsection 14.14(1), 14.14.1(1) or 14.17(1), or 

 

(b) the investment fund manager reasonably believes that doing so would cause the 

information disclosed in the statement or report to be misleading. 

 

(…) 

 

14.14. Account statements  

 

(1) A registered dealer must deliver to a client a statement that includes the information referred 

to in subsections (4) and (5)  

 

(a) at least once every 3 months, or 

  

(b) if the client has requested to receive statements on a monthly basis, for each one-month 

period.  

 

(2) A registered dealer must deliver to a client a statement that includes the information referred 

to in subsections (4) and (5) after the end of any month in which a transaction was effected in 

securities held by the dealer in the client’s account, other than a transaction made under an 

automatic withdrawal plan or an automatic payment plan, including a dividend reinvestment plan.  

 

#6015458

-27-



(2.1) Paragraph 1(b) and subsection (2) do not apply to a mutual fund dealer in connection with its 

activities as a dealer in respect of the securities listed in paragraph 7.1(2)(b). 

 

(3) A registered adviser must deliver to a client a statement that includes the information referred 

to in subsections (4) and (5) at least once every 3 months, except that if the client has requested to 

receive statements on a monthly basis, the adviser must deliver a statement to the client for each 

one-month period. 

 

(3.1) (paragraph revoked). 

 

(4) If a registered dealer or registered adviser made a transaction for a client during the period 

covered by a statement delivered under subsection (1), (2) or (3), the statement must include the 

following: 

 

(a) the date of the transaction; 

 

(b) whether the transaction was a purchase, sale or transfer; 

 

(c) the name of the security; 

 

(d) the number of securities purchased, sold or transferred; 

 

(e) the price per security if the transaction was a purchase or sale; 

 

(f) the total value of the transaction if it was a purchase or sale. 

 

(5) If a registered dealer or registered adviser holds securities owned by a client in an account of 

the client, a statement delivered under subsection (1), (2) or (3) must indicate that the securities 

are held for the client by the registered firm and must include the following information about the 

client’s account determined as at the end of the period for which the statement is made: 

 

(a) the name and quantity of each security in the account; 

 

(b) the market value of each security in the account and, if applicable, the 

notification in subsection 14.11.1(2); 

 

(c) the total market value of each security position in the account; 

 

(c.1) the fund expense ratio of each class or series of each investment fund in the account; 

 

(c.2) if information reported under paragraph (c.1) is based on an approximation or any 

other assumption, a description of the assumption or approximation;  

 

(d) any cash balance in the account; 

 

(e) the total market value of all cash and securities in the account; 
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(f) whether the account is eligible for coverage under an investor protection fund approved 

or recognized by the securities regulatory authority and, if it is, the name of the investor 

protection fund; 

 

(g) which securities in the account might be subject to a deferred sales charge 

if they are sold; 

 

(h) if there are investment funds in the account, the following notification or a notification 

that is substantially similar: 

 

“Fund expenses are made up of the management fee, operating expenses and 

trading costs.  You don't pay these expenses directly. They are periodically deducted 

from the value of your investments by the companies that manage and operate those 

funds. Different funds have different fund expenses. They affect you because they 

reduce the fund's returns. These expenses add up over time. Fund expenses are 

expressed as an annual percentage of the total value of the fund. They correspond 

to the sum of the fund’s management expense ratio (MER) and trading expense ratio 

(TER). These costs are already reflected in the current values reported for your 

fund investments.”; 

 

(6) (paragraph revoked). 

 

(7)  For the purposes of this section, a security is considered to be held by a registered firm for 

a client if  

 

(a)  the firm is the registered owner of the security as nominee on behalf of the client, 

or 

 

(b)  the firm has physical possession of a certificate evidencing ownership of the 

security.  

 

14.14.1. Additional statements 

 

(1) A registered dealer or registered adviser must deliver a statement that includes the information 

referred to in subsection (2) to a client if any of the following apply in respect of a security owned 

by the client that is held or controlled by a party other than the dealer or adviser: 

 

(a) the dealer or adviser has trading authority over the security or the client’s account in 

which the security is held or was transacted; 

 

(b) the dealer or adviser receives continuing payments related to the client’s ownership of 

the security from the issuer of the security, the investment fund manager of the issuer or 

any other party; 
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(c) the security is issued by a scholarship plan, a mutual fund or an investment fund that is 

a labour-sponsored investment fund corporation, or labour-sponsored venture capital 

corporation, under legislation of a jurisdiction of Canada and the dealer or adviser is the 

dealer or adviser of record for the client on the records of the issuer of the security or the 

records of the issuer’s investment fund manager. 

 

(2) A statement delivered under subsection (1) must include the following in respect of the 

securities or the account referred to in subsection (1), determined as at the end of the period for 

which the statement is made: 

 

(a) the name and quantity of each security; 

 

(b) the market value of each security and, if applicable, the notification in 

subsection 14.11.1(2); 

 

(c) the total market value of each security position; 

 

(c.1) the fund expense ratio of each class or series of each investment fund;  

 

(c.2) if information reported under paragraph (c.1) is based on an approximation or any 

other assumption, a description of the assumption or approximation; 

 

(d) any cash balance in the account; 

 

(e) the total market value of all of the cash and securities; 

 

(f) disclosure in respect of the party that holds or controls each security and a description 

of the way it is held; 

 

(g) whether the securities are, or the account is, eligible for coverage under an investor 

protection fund approved or recognized by the securities regulatory authority; 

 

(h) which of the securities might be subject to a deferred sales charge if they are sold; 

 

(i) if the statement includes information under paragraph (c.1), the following notification 

or a notification that is substantially similar: 

 

“Fund expenses are made up of the management fee, operating expenses and 

trading costs. You don't pay these expenses directly. They are periodically deducted 

from the value of your investments by the companies that manage and operate those 

funds. Different funds have different fund expenses. They affect you because they 

reduce the fund's returns. These expenses add up over time. Fund expenses are 

expressed as an annual percentage of the total value of the fund. They correspond 

to the sum of the fund’s management expense ratio (MER) and trading expense ratio 

(TER). These costs are already reflected in the current values reported for your 

fund investments.” 
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(…) 

 

14.17. Report on charges and other compensation 

 

(1) For each 12-month period, a registered firm must deliver to a client a report on charges and 

other compensation containing the following information, except that the first report delivered 

after a client has opened an account may cover a period of less than 12 months: 

 

(a) the registered firm’s current operating charges which might be applicable to 

the client’s account; 

 

(b) the total amount of each type of operating charge related to the client’s account paid by 

the client during the period covered by the report, and the total amount of those charges; 

 

(c) the total amount of each type of transaction charge related to the purchase 

or sale of securities paid by the client during the period covered by the report, and the total 

amount of those charges; 

 

(d) the total amount of the operating charges reported under paragraph (b) and the 

transaction charges reported under paragraph (c); 

 

(e) if the registered firm purchased or sold debt securities for the client during 

the period covered by the report, either of the following: 

 

(i) the total amount of any mark-ups, mark-downs, commissions or other service 

charges the firm applied on the purchases or sales of debt securities; 

 

(ii) the total amount of any commissions charged to the client by the firm 

on the purchases or sales of debt securities and, if the firm applied mark-ups, mark-

downs or any service charges other than commissions on the purchases or sales of 

debt securities, the following notification or a notification that is substantially 

similar: 

 

“ For debt securities purchased or sold for you during the period covered by 

this report, dealer firm remuneration was added to the price you paid (in the case 

of a purchase) or deducted from the price you received (in the case of a sale). This 

amount was in addition to any commissions you were charged.”; 

 

(f) if the registered firm is a scholarship plan dealer, the unpaid amount of any 

enrolment fee or other charge that is payable by the client; 

 

(g) the total amount of each type of payment, other than a trailing commission, that is made 

to the registered firm or any of its registered individuals by a securities issuer or another 

registrant in relation to registerable services to the client during the period covered by the 

report, accompanied by an explanation of each type of payment; 
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(h) if the registered firm received trailing commissions related to securities owned by the 

client during the period covered by the report, the following notification or a notification 

that is substantially similar: 

 

“We received $[amount] in trailing commissions in respect of securities you owned 

during the 12-month period covered by this report. 

 

Investment funds pay investment fund managers a fee for managing their funds. The 

managers pay us ongoing trailing commissions for the services and advice we 

provide you. The amount of the trailing commission depends on the sales charge 

option you chose when you purchased the fund. You are not directly charged the 

trailing commission or the management fee. But, these fees affect you because they 

reduce the amount of the fund’s return to you. Information about management fees 

and other charges to your investment funds is included in the prospectus, fund facts 

document or ETF Facts document for each fund.”; 

 

(i) the total amount of fund expenses, in relation to securities of investment funds owned 

by the client during the period covered by the report, either: 

 

(a) charged to the client by an investment fund, its investment fund manager or any 

other party, or;  

 

(b) charged to an investment fund by its investment fund manager or any other 

party; 

 

(j) the total amount of direct investment fund charges charged to the client by an investment 

fund, investment fund manager or any other party, in relation to securities of investment 

funds owned by the client during the period covered by the report, excluding any charges 

included in the amounts under paragraph (c) or (f); 

 

(k) the total amount of the fund expenses reported under paragraph (i) and the direct 

investment fund charges reported under paragraph (j); 

 

(l) the total amount of the registered firm’s charges reported under paragraph (d) and the 

investment fund fees reported under paragraph (k); 

 

(m) if the client owned investment fund securities during the period covered by the report, 

the following notification or a notification that is substantially similar: 

 

“Fund expenses are made up of the management fee, operating expenses and 

trading costs. You don't pay these expenses directly. They are periodically deducted 

from the value of your investments by the companies that manage and operate those 

funds. Different funds have different fund expenses. They affect you because they 

reduce the fund's returns. These expenses add up over time. Fund expenses are 

expressed as an annual percentage of the total value of the fund. They correspond 
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to the sum of the fund’s management expense ratio (MER) and trading expense ratio 

(TER). These costs are already reflected in the current values reported for your 

fund investments. 

 

The number shown here is the total dollar amount you paid in management fees, 

trading fees and operating expenses for all the investment funds you owned last 

year. This amount depends on each of your funds’ fund expenses and the amount 

you invested in each fund. Your account statements show the fund expenses as a 

percentage for each fund you hold.” 

 

(n) if the client owned investment fund securities during the period covered by the report 

and any deferred sales charges were paid by the client, the following notification or a 

notification that is substantially similar: 

 

“You paid this cost because you redeemed your units or shares of a fund purchased 

under a deferred sales charge option (DSC) before the end of the redemption fee 

schedule and a redemption fee was payable to the investment fund company. 

Information about these and other fees can be found in the prospectus or fund facts 

document for each investment fund. The redemption fee was deducted from the 

redemption amount you received." 

 

(o) if the client owned investment fund securities during the period covered by the report 

and direct investment fund charges, other than redemption fees, were charged to the client, 

a short explanation of the type of fees which were charged; 

 

(p) if the information reported under paragraph (i) or (j) is based on an approximation or 

any other assumption, a description of the assumption or approximation. 

 

(2) For the purposes of this section, the information in respect of securities of a client required to 

be reported under subsection 14.14(5) must be delivered in a separate report on charges and other 

compensation for each of the client’s accounts. 

 

(3) For the purposes of this section, the information in respect of securities of a client required to 

be reported under subsection 14.14.1(1) must be delivered in a report on charges and other 

compensation for the client’s account through which the securities were transacted. 

 

(4) Subsections (2) and (3) do not apply if the registered firm provides a report on charges and 

other compensation that consolidates, into a single report, the required information for more than 

one of a client’s accounts and any securities of the client required to be reported under subsection 

14.14(5) or 14.14.1(1) and if the following apply 

 

(a) the client has consented in writing to the form of disclosure referred to in this subsection; 

 

(b) the consolidated report specifies the accounts and securities with respect to which 

information is required to be reported under subsection 14.14.1(1). 
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(5) This section does not apply to a registered firm in respect of a permitted client that is not an 

individual. 

 

(6) For the purposes of determining the total amount of fund expenses under paragraph (1)(i), the 

fund expenses for each class or series of each investment fund owned by the client during the 

reporting period must be added together after using the following formula to calculate the fund 

expenses for each fund for each day that the client owned it,   

 

(A x B) where  

 

A = the daily cost per unit or share of the relevant class or series of an investment fund 

calculated in dollars using the formula in subsection 14.1.1(2), and 

  

B = the number of shares or units owned by the client for the day.  

 

14.17.1 Reporting of fund expenses and direct investment fund charges 

 

(1) Subject to subsection (2), for the purposes of paragraphs 14.14(5)(c.1), 14.14.1(2)(c.1), and 

14.17(1)(i) and (j), the information required to be delivered to clients by a registered dealer 

or registered adviser must be based on the information provided under section 14.1.1. 

 

(2) Subject to subsection (3), if no information is provided under section 14.1.1, or the registered 

firm reasonably believes that any part of the information provided pursuant to section 14.1.1 

is incomplete or that relying on it would cause information required to be delivered to a 

client to be misleading, the registered firm must rely on the most recent information 

disclosed in the relevant fund facts document, ETF facts document, prospectus or 

management report of fund performance, as applicable;  

 

(3) If there is no publicly available information or if the information referred to in subsection 

(2) was disclosed more than 12 months before the end of the period covered by the statement 

or report required to be delivered to the client, or the registered firm reasonably believes that 

relying on the publicly available information would cause information required to be 

delivered to the client to be misleading, the registered firm must not rely on the publicly 

available information and must  

 

(a) make reasonable efforts to obtain the information referred to in subsection (1) by other 

means, and 

 

(b) subject to subsection (4), rely on the information obtained under paragraph (a). 

 

(4) If the registered firm reasonably believes it cannot obtain information under paragraph (3) 

that is not misleading, the registered firm must exclude the information, from the calculation 

of the amount of fund expenses or of the direct investment fund charges reported to the 

client, as the case may be, or, in the case of a fund expense ratio, must not report the fund 

expense ratio, and must disclose the fact that the information is excluded or not reported in 

the relevant statement or report. 
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ANNEX F 

 

BLACKLINE SHOWING PROPOSED CHANGES TO COMPANION POLICY  

31-103CP NATIONAL INSTRUMENT 31-103 REGISTRATION REQUIREMENTS, 

EXEMPTIONS AND ONGOING REGISTRANT OBLIGATIONS 

 
Division 1 Investment fund managers  

 

Section 14.1 sets out the limited application of Part 14 to investment fund managers. The sections 

of Part 14 that apply to investment fund managers when performing their investment fund manager 

activities include section 14.1.1, section 14.5.2, section 14.5.3, section 14.6, section 14.6.1, section 

14.6.2, subsection 14.12(5) and section 14.15. An investment fund manager that is also registered 

as a dealer or adviser (or both) is subject to all relevant sections of Part 14 in respect of that firm’s 

dealer or adviser activities. 

 

Section 14.1.1 requires investment fund managers to provide information that is known to them or 

which is required to be calculated by them concerning position cost, fund expense ratio, fund 

expenses, deferred sales charges and any other charges deducted from the net asset value of the 

securities, and trailing commissions to dealers and advisers who have clients that own the 

investment fund manager’s funds. This information must be provided within a reasonable period 

of time, in order that the dealers and advisers may comply with their client reporting obligations. 

This is a principles-based requirement.  

 

When relying on information disclosed in an investment fund’s previous disclosure documents, 

we would expect investment fund managers to inform the advisers or dealers of any assumptions 

or approximations in the information reported to the advisers or dealers.  

 

An investment fund manager must work with the dealers and advisers who distribute fund products 

to determine what information they need from the investment fund manager in order to satisfy 

their client reporting obligations. The information and arrangements for its delivery may vary, 

reflecting different operating models and information systems. The information and arrangements 

for its delivery may vary, reflecting different operating models and information systems. 

 

(…) 

 

14.14. Account statements  

 

Section 14.14 requires registered dealers and advisers to deliver statements to clients at least once 

every 3 months. There is no prescribed form for these statements but they must contain the 

information referred to in subsections 14.14(4) and (5). The types of transactions that must be 

disclosed in an account statement include any purchase, sale or transfer of securities, dividend or 

interest payment received or reinvested, any fee or charge, and any other account activity. The 

fund expense ratio of each series of each investment fund in the account and a description of any 

assumptions or approximations used to calculate this ratio must also be disclosed. A firm must 

deliver an account statement with the information referred to in subsection (4) if any transaction 

was made for the client in the reporting period. A firm is only required to provide the account 
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position information referred to in subsection (5) if it holds securities owned by a client in an 

account of the client.  

 

There is no provision for consolidated statements in section 14.14 (or 14.14.1), so a registered firm 

must provide every client with an applicable statement for each of their accounts. Firms may 

provide supplementary reporting that they think a client might find useful. For example, a firm 

might provide a consolidated year-end statement where a client has requested a consolidated 

performance report under subsection 14.18(4). 

 

14.14.1. Additional statements  

 

A firm is required to deliver additional statements if the circumstances described in subsection 

14.14.1(1) apply. The additional statements must be delivered once every 3 months, except that an 

adviser must deliver the statements on a monthly basis if requested by the client as provided in 

subsection 14.14.1(3). The requirements set out for the frequency of delivering account statements 

and additional statements are minimum standards. Firms may choose to provide the statements 

more frequently.  

 

Paragraph 14.14.1(2)(g) requires disclosure about applicable investor protection funds. However, 

subsection 14.14.1(2.1) exempts a firm from this requirement where a client’s securities are held 

or controlled by an IIROC or MFDA member. SRO rules require members to be participants in 

specified investor protection funds and prescribe client disclosures about them. To avoid the 

potential that clients may be confused or misinformed, registrants that are not participants in an 

investor protection fund should refrain from discussing its terms and conditions with clients.  

 

Firms may choose to include securities that must be reported under the additional statement 

requirement in a document that it refers to as an account statement, consistent with their clients’ 

expectations that their accounts are not limited to securities held by the firm, provided it satisfies 

the requirements for content of statements set out in sections 14.14 and 14.14.1. 

 (…) 

 

14.17. Report on charges and other compensation  

 

Registered firms must provide clients with an annual report on the firm’s charges and other 

compensation received by the firm in connection with their investments. Examples of operating 

charges and transaction charges are provided in the discussion of the disclosure of charges and 

other compensation in section 14.2 of this Policy Statement. The annual report must include 

information about all of the firm’s current operating charges that might be applicable to a client’s 

account. A firm is only required to include the charges for those of its services that it would 

reasonably expect the particular client to utilize in the coming 12 months.  

 

The discussion of debt security disclosure requirements in section 14.12 of this Policy Statement 

is also relevant with respect to paragraph 14.17(1)(e).  

 

Scholarship plans often have enrolment fees payable in instalments in the first few years of a 

client’s investment in the plan. Paragraph 14.17(1)(f) requires that scholarship plan dealers include 
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a reminder of the unpaid amount of any such fees in their annual reports on charges and other 

compensation.  

 

Payments that a registered firm or its registered representatives receive from issuers of securities 

or other registrants in relation to registerable services to a client must be reported under paragraph 

14.17(1)(g). This disclosure requirement includes any form of payment to the firm or a 

representative of the firm linked to sales or other registerable services to the client receiving the 

report. Examples of payments that would be included in this part of the report on charges and other 

compensation include some referral fees, success fees on the completion of a transaction, or 

finder’s fees. This part of the report does not include trailing commissions, as they are specifically 

addressed in paragraph 14.17(1)(h).  

 

Registered firms must disclose the amount of trailing commissions they received related to a 

client’s holdings. The disclosure of trailing commissions received in respect of a client’s 

investments must be included with a notification prescribed in paragraph 14.17(1)(h). The 

notification must be in substantially the form prescribed, so a registered firm may modify it to be 

consistent with the actual arrangements. For example, a firm that receives a payment that falls 

within the definition of “trailing commission” in section 1.1 in respect of securities that are not 

investment funds can modify the notification accordingly. The notification set out is the required 

minimum and firms can provide further explanation if they believe it will be helpful to their clients.  

 

Registered firms should not include in the total amount of direct investment fund charges required 

to be reported under paragraph 14.17(1)(j), the amount of a charge, including a sales commission, 

which is required to be reported by the registered firm to the client under paragraph 14.17(1)(c), 

concerning transaction charges, or (f), specific to scholarship plan dealers, in order to avoid any 

potential double counting of such charge in the total cost amount required to be reported under 

paragraph 14.17(1)(l).  

 

Registered firms may want to organize the annual report on charges and other compensation with 

separate sections showing the charges paid by the client to the firm, and the other compensation 

received by the firm in respect of the client’s account.  

 

Appendix D of this Policy Statement includes a sample Report on Charges and Other 

Compensation, which registered firms are encouraged to use as guidance. 

 

14.17.1 Reporting of fund expenses and direct investment fund charges 

 

Dealers and advisers are required to rely on information provided by registered investment fund 

managers pursuant to section 14.1.1. However, they may be unable to rely on such information in 

certain circumstances, including if: 

 

 there is no registered investment fund manager  

 

 such information is not required to be provided for a fund (for example, as in the case of 

certain non-Canadian investment funds) 
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 an investment fund manager does not comply with section 14.1.1 for any reason, or 

 

 the dealer or adviser reasonably believes that relying on this information would cause the 

information delivered to a client to be misleading. 

 

In cases where paragraph 14.17.1(3)(a) applies, the registered firm must make reasonable efforts 

to obtain information about the investment fund’s fund expenses, fund expense ratio or direct 

investment fund charges by other means. Those other means may include:  

 relying on information disclosed in disclosure documents of the investment fund other than 

those referred to in paragraph 14.17.1(2), including documents prepared according to the 

reporting requirements applicable in a foreign jurisdiction  

 

 requesting that the information be provided in writing by the investment fund or investment 

fund manager, or  

 

 relying on information reported by a reliable third-party service provider.  

 

We expect registered firms to use their professional judgement in determining what other means 

of obtaining the information would be appropriate, notably taking into account that doing so must 

not cause the information reported to clients to be misleading. 

 

(…) 

 

Appendix D Annual Charges and Compensation Report is replaced by [TCR sample account 

statement and cost report] 
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ANNEX G 

 

SAMPLE PROTOTYPE STATEMENT AND REPORT FOR THE SECURITIES 

SECTOR 

 

Highlighting shows new information 

 

Dealer ABC Inc. 

Your Account Number: 123-4567 

 

Holdings in your account 

On December 31, 2020 

 

Portfolio Assets 

Description Share

s 

Owne

d 

Book 

Cost 

Market 

Value 

Current 

gain or 

loss 

Fund 

Expense

s1 

% of 

your 

holdings 

 

Investment Funds 

      

ABC Management 

Monthly Income 

Fund, Series A FE 

250.00 $17,000.00 $19,500.00 $2,500.00 1.00% 41.49% 

ABC Management 

Canadian Equity, 

Series A FE 

450.00 $19,500.00 $22,500.00 $3,000.00 2.00% 47.87% 

 

Equities 

      

Company A 

N/A 

100.00 $2,000.00 $3,000.00 $1,000.00  6.88% 

Company B 

N/A 

50.00 $1,500.00 $2,000.00 $500.00  4.26% 
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Totals  $40,000.00 $47,000.00   100.00% 

 

1. Fund expenses are made up of the management fee, operating expenses and trading costs.  You 

don't pay these expenses directly. They are periodically deducted from the value of your 

investments by the companies that manage and operate those funds. Different funds have 

different fund expenses. They affect you because they reduce the fund's returns. These 

expenses add up over time. Fund expenses are expressed as an annual percentage of the total 

value of the fund. They correspond to the sum of the fund’s management expense ratio (MER) 

and trading expense ratio (TER). These costs are already reflected in the current values 

reported for your fund investments. 
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Dealer ABC Inc. 

______________________________________________________________________ 

 

Your Account Number: 123-4567 

Your Cost of Investing and Our Compensation  

This report shows for 2021 

 your cost of investing, including what you paid to us and to investment fund companies 

 our compensation 

 

Your Cost of Investing 

Costs reduce your profits and increase your losses  

Your total cost of investing was $815 last year 

 

What you paid 

 

Our Compensation 

 

What we received  

Our charges: Amounts that you paid to us by withdrawals from your account or by other 

means such as cheques or transfers from your bank. 

Account administration and operating fees – you pay these fees to us each year    $100.00 

Trading fees – you pay these fees to us when you buy or sell some investments   $20.00 

Total you paid to us    $120.00 

Investment fund company fees:   Amounts you paid to investment fund companies that 

operate the investment funds (e.g., mutual funds) in your account. 

Fund Expenses - See the fund expenses % shown in the holdings section of 

your account statement1 

   $645.00 

Redemption fees on deferred sales charge (DSC) investments2    $50.00 

Amount you paid to investment fund companies   $695.00 

Your total cost of investing   $815.00 

Total you paid us, as indicated above     $120.00 

Trailing commissions3 paid to us by investment fund companies     $342.00 
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1. Fund expenses. Fund expenses are made up of the management fee, operating expenses 

and trading costs.  You don't pay these expenses directly. They are periodically deducted 

from the value of your investments by the companies that manage and operate those funds. 

Different funds have different fund expenses. They affect you because they reduce the 

fund's returns. These expenses add up over time. Fund expenses are expressed as an annual 

percentage of the total value of the fund. They correspond to the sum of the fund’s 

management expense ratio (MER) and trading expense ratio (TER). These costs are already 

reflected in the current values reported for your fund investments. 

 

The number shown here is the total dollar amount you paid in management fees, trading 

fees and operating expenses for all the investment funds you owned last year. This amount 

depends on each of your funds’ fund expenses and the amount you invested in each fund. 

Your account statements show the fund expenses as a percentage for each fund you hold. 

 

2. Redemption fees on DSC investments: You paid this cost because you redeemed your 

units or shares of a fund purchased under a deferred sales charge option (DSC) before the 

end of the redemption fee schedule and a redemption fee was payable to the investment 

fund company. Information about these and other fees can be found in the prospectus or 

fund facts document for each investment fund. The redemption fee was deducted from the 

redemption amount you received. 

 

3. Trailing commissions. Investment funds pay investment fund companies a fee for 

managing their funds. Investment fund companies pay us ongoing trailing commissions for 

the services and advice we provide you. The amount of the trailing commission for each 

fund depends on the sales charge option you chose when you purchased the fund. You are 

not directly charged for trailing commissions. They are paid to us by investment fund 

companies.  

 

Information about fund expenses, MERs, trading expenses and other investment fund 

company charges, as well as trailing commissions, is also included in the prospectus or fund 

facts document for each fund you own. 
 

 

 

 

 

  Total we received for advice and services we provided to you     $462.00 
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ANNEX H 

SAMPLE PROTOTYPE REPORT FOR THE INSURANCE SECTOR 

 

Please see the website of the Canadian Council of Insurance Regulators National Regulatory 

Coordination Branch https://www.ccir-ccrra.org  
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ANNEX I 

 

LOCAL MATTERS 

 

There are no local matters in Alberta to consider at this time. 
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ANNEX J 

PROPOSED INSURANCE GUIDANCE 

Please see the website of the Canadian Council of Insurance Regulators National Regulatory 

Coordination Branch https://www.ccir-ccrra.org  
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ANNEX K 

 

SEGREGATED FUNDS AND INVESTMENT FUNDS: DIFFERENCES BETWEEN 

PRODUCTS, DISTRIBUTION CHANNELS AND REGULATION 

 

The role of registrants/insurers in cost disclosure 

Investment funds Segregated funds 

A registered dealer or adviser (i.e., an 

intermediary) provides disclosures to clients. 

 

Cost and performance disclosure is provided 

by the insurer (i.e., the manufacturer) directly 

to the policy holder, typically on an annual 

basis. 

 

Account statement frequency 

Investment funds Segregated funds 

Clients receive monthly/quarterly account 

statements, an annual report on charges and 

other compensation and an annual investment 

performance report. 

There is a single statement provided annually, 

although some insurers choose to provide 

statements more frequently. 

 

Distribution channel 

Investment funds Segregated funds 

The registered dealer or adviser has an 

ongoing relationship with the client. 

There is no intermediary equivalent to the 

registered dealer in the insurance sector in 

most jurisdictions. Insurance advisers are not 

required to carry on an ongoing relationship 

with clients in the same way as advisor on 

securities side. 

 

Product features 

Investment funds Segregated funds 

No guarantees are provided. Segregated funds are insurance contracts that 

provide guarantees. 
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July 27, 2022 

Alberta Securities Commission  
Autorité des marchés financiers  
British Columbia Securities Commission  
Financial and Consumer Services Commission (New 
Brunswick)  
Financial and Consumer Affairs Authority of 
Saskatchewan  
Manitoba Securities Commission  
Nova Scotia Securities Commission  
Nunavut Securities Office  
Ontario Securities Commission  
Office of the Superintendent of Securities, Newfoundland and Labrador  
Office of the Superintendent of Securities, Northwest Territories  
Office of the Yukon Superintendent of Securities  
Superintendent of Securities, Department of Justice and Public Safety, Prince 
Edward Island 

Me Philippe Lebel  
Corporate Secretary and Executive Director, Legal affairs  
Autorité des marchés financiers  
Place de la Cité, tour Cominar 2640, boulevard Laurier, bureau 400 Québec 
(Québec) G1V 5C1  
Delivered by e-mail: consultation-en-cours@lautorite.qc.ca 

Grace Knakowski  
Secretary Ontario Securities Commission  
20 Queen Street West 22nd Floor Toronto, Ontario M5H 3S8 
Delivered by e-mail: comments@osc.gov.on.ca 

Dear Sirs/Mesdames:  

RE: CSA and CCIR Joint Notice and Request for Comment – Proposed Amendments to National 
Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations and 
to Companion Policy 31-103CP Registration Requirements, Exemptions and Ongoing Registrant 
Obligations and Proposed CCIR Individual Variable Insurance Contract Ongoing Disclosure Guidance 
– Total Cost Reporting for Investment Funds and Segregated Funds (collectively the “Notice”) 

This comment letter is submitted on behalf of the Canadian division (“AIMA Canada”) of the 
Alternative Investment Management Association (“AIMA”) and its members to provide our comments 
to you on the legislative proposals referred to above. 

About AIMA 

AIMA was established in 1990 as a direct result of the growing importance of alternative investments 
in global investment management (covering primarily hedge funds, private credit, liquid alternative 
funds though now also digital assets) to help facilitate institutional-quality, operational sound 
practices for its members. AIMA draws upon the expertise and diversity of its membership to provide 
leadership in industry initiatives such as advocacy, policy and regulatory engagement, educational 
programs and sound practice guides. As a not-for-profit international education and research body, 
AIMA works to raise media and public awareness of the value of the industry. 

50 Wellington Street W. 
5th Floor 
Toronto, ON M5L 1E2
Canada 

+1 416 364 8420 

canada@aima.org 
canada.aima.org

Chair 

Belle Kaura 
Tel. (647) 776-8217 

Deputy Chair
Rob Lemon 

Tel. (416) 956-6118 

Legal Counsel 

Darin Renton 
Tel. (416) 869-5635

Treasurer 
Derek Hatoum 

Tel. (416) 869-8755 

Head of Canada 

Claire Van Wyk-Allan 
Tel. (416) 453-0111
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AIMA’s global membership comprises approximately 2,100 corporate members in more than 60 
countries, including many leading investment managers, professional advisers and institutional 
investors and representing over $2.5 trillion in assets under management. 

Under our pillars of Advocacy, Education and Communication, the objectives of AIMA are to provide 
an interactive and professional forum for our membership; act as a catalyst for the industry’s future 
development; provide leadership in due diligence and sound practices, including ESG and diversity, 
equity and inclusion; enhance industry transparency and education; and liaise with the wider financial 
community, institutional investors, the media, regulators, governments and other policy makers. Part 
of the benefit of AIMA’s global and local footprint is to ensure our members have the opportunity to 
be current and consistent with international best practices and the latest trends impacting alternative 
investment management. 

AIMA Canada, established in 2003, has approximately 140 corporate members (53% managers, 19% 
institutional/retail dealer allocators, 28% service providers, including legal, accounting, prime 
brokerage, administration and other).  The majority of AIMA Canada members are managers of 
alternative investment funds and fund of funds. Most are small businesses with fewer than 20 
employees and $100 million or less in assets under management, though some members are some of 
our country’s largest traditional asset managers. The majority of assets under management are from 
high-net-worth investors and are typically invested in pooled funds managed by our members. 
Investments in these pooled funds are sold under exemptions from the prospectus requirements, 
mainly under the accredited investor and minimum amount investment exemptions. Manager 
members have multiple registrations with the Canadian securities regulatory authorities: as Portfolio 
Managers, Investment Fund Managers, Commodity Trading Managers and in many cases as Exempt 
Market Dealers.  

Of our manager members in Canada, approximately 75% offer private funds (”Private Funds”), 
typically offered via an offering memorandum (“OM"), while 40% engage in selling prospectus-
qualified Alternative Mutual Funds (“liquid alternatives”) under National Instrument 81-102 (“NI 81-
102”) to retail investors. There is some overlap with those managers who offer both types of fund 
structures (private and retail) to service different investor types (institutional and retail). In this case, 
often the investment strategy is managed pari passu between Private Funds and prospectus-qualified 
funds, though with different restrictions on short selling, leverage, exposure to private instruments or 
otherwise.  

Comments 

We are writing in response to the Notice and appreciate the opportunity to share our views on behalf 
of our members.  Our comments are focused on the investment funds aspect of the Notice.  We do 
not have any comments on the segregated funds aspects as our members do not manage this type of 
product. 

AIMA Canada agrees with the objective of the Notice that enhanced and ongoing disclosure of the 
costs associated with owning investment funds will benefit investors' understanding of their 
investments in achieving their objectives.  We urge the CSA, however, to carefully consider the effect 
on investors and advisers and probable actions in response to the disclosures before imposing new 
industry wide reporting systems that may in fact be unnecessary, or the cost of which may outweigh 
the intended benefits. Further, the diversity of the many investment fund types (and their respective 
jurisdictions), which are currently available on most dealer shelves, will inevitably lead to spurious, if 
not categorically erroneous, comparisons. 
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Our comments are organized as general comments and concerns regarding the Notice, followed by a 
proposed alternative approach, attached as Appendix B.  Attached as Appendix A are responses 
regarding the specific questions posed by the CSA in the Notice.  

In preparing our comments and recommendations we reviewed the Notice in light of both its stated 
objectives and the behavioural insights findings and suggestions referenced in the Notice to OSC Staff 
Notice 11-787 Improving Fee Disclosure Through Behavioural Insights (August 19, 2019) (the “OSC 
Staff Notice”). 

The stated objectives of the proposal are: 

1. To enhance investor protection by improving investor’s awareness of ongoing embedded fees 
and expenses that are the cost of owning an investment fund, as the costs impact returns and 
have a compounding effect over time.  Understanding these costs will assist investors in 
determining if they are receiving value for their fees. 

2. To potentially increase competition regarding fees through the enhanced disclosure, thereby 
benefiting investors through reduced costs. 

Behavioural insight findings and potential tactics to address issues from the OSC Staff Notice that we 
considered to be particularly relevant to the Notice were: 

1. Investors may be confused by terminology, may not understand what is included and what is 
excluded, lack reference points to determine whether fees are higher or lower than the norm, 
and do not understand the compounding impact of fees and expenses over time (barriers to 
investors using annual fee reports as intended). 

2. Do not aggregate fees to a higher level without also providing a breakdown of how the fees 
were incurred (barrier to comprehension). 

3. Present essential information up front on a summary page with detail on a following page(s) 
(barrier to comprehension). 

4. Link fees to the actions that triggered them (barrier to action). 

General Comments 

Fund Expense Ratio (FER) 

The Notice proposes to disclose and calculate costs based on the FER, being the sum of the 
management expense ratio (“MER”) and the trading expense ratio (“TER”). 

Trading expenses are driven by the investment strategy of the fund; they are not expenses in the 
commonly understood sense of the word.  A higher TER is not necessarily a negative with regards to 
fund performance; it could reflect an effective portfolio management strategy in a volatile market. 

For example, for a fund that engages in short selling the borrowing costs are included in the TER.  
Therefore, a fund that shorts may have a higher TER, but shorting can provide reduced volatility in the 
performance of the fund, resulting in better risk-adjusted performance for the investor.  Investors may 
not understand such activity and its impact, thereby acting as a barrier to comprehension. 

The TER is disclosed in the MRFP, Fund Facts and ETF Facts for reporting issuers but is not normally 
reported for other investment funds.  Requiring this calculation to be done for all funds increases 
regulatory burden, contrary to the regulatory direction to reduce the burden of compliance. 
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In our opinion MER alone should be used in the calculation of any fund expense amounts reported, 
if this approach is adopted.  Please also refer to our comments in Appendix A question #2 on this 
issue. 

Management Expense Ratio (MER) 

The Notice proposes to use MER as the basis for calculating investor costs.  For applicable funds only, 
the MER is currently calculated on a semi-annual basis and annualized and disclosed in the Statement 
of Financial Highlights included as part of the Management Report of Fund Performance (“MRFP”) 
published by reporting issuers under NI 81-106 Investment Fund Continuous Disclosure (“NI 81-106”).  
The MER reported in the MRFP is also disclosed to investors in the Fund Facts sheet and ETF Facts 
sheet provided to investors at the time of purchase.   

We have the following comments and concerns regarding the use of MER to calculate investor costs: 

a) Using the MER for a 6- or 12-month period implicitly assumes a constant level of expenses in 
a fund, which is not necessarily the case.  It could be particularly misleading in the case of a 
fund with performance fees, as offered by many AIMA Canada members. 

As an example, assume that a fund pays a performance fee in the first half of a year (“H1”) but 
not in the second half (“H2”).  Use of the fund MER for the year would understate the expenses 
borne by investors holding the fund in H1 as only they bore the cost of the performance fee.  
Expenses would be overstated for investors who purchased the fund in H2 as the costs of the 
fund during the period did not include the performance fee. 

b) The Annual Report on Charges and Compensation (the “ARCC”) is required to be delivered 
with the year end statement, or within 10 days following the year end statement.  In order to 
meet this deadline, dealers require that all necessary information be available in their systems 
at December 31st or very shortly thereafter.  However, the annual MER for a fund cannot be 
finalized until the audit of the fund is completed.  For the majority of funds this is 90 days after 
the year end when the audited financial statements must be filed.  As a result, any MER used 
for reporting in the ARCC would be based on an annualized MER as at the previous June 30th.  
Given this situation any disclosure of cost reporting based on the MER must clearly state that 
it is an estimate in order to not be misleading.  Even clear statements to this effect may result 
in confusion for investors and will impact their ability to effectively compare and understand 
the costs of different investment funds.  Alternatively, the deadline for sending the ARCC to 
an investor must be moved to later in the following year so that the MER can be finalized 
based on audited financial statements, e.g., for inclusion with the March statement of the 
following year. 

We recommend that the definition of MER be amended to exclude performance fee expenses, and 
applicable taxes, from the calculation.  This is for two reasons: 

i. In our view the focus on reporting costs to investors should be on those costs that they will 
incur, indirectly, regardless of whether the fund is profitable.  Such costs are under the 
purview of the IFM and are manageable to a degree.  Performance fees are only incurred if 
an investor’s holdings are increasing in value and represent a portion of the increase in 
value, i.e., effectively a reduction in an investor’s revenue even though it is reported as an 
expense. 

ii. As noted in our comment in (a) above the use of an annualized MER including performance 
fees, for a fund that has performance fees at varying periods during a year, can greatly 
distort the estimated level of expenses reported to an individual investor. 
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We recommend that MER not be used to attempt to calculate an actual dollar cost for an investor 
due to the resulting costs being an estimate that could be materially misleading.  If an actual cost is 
to be calculated for an investor, please see our comments in Appendix A Question #2 as to how this 
should be done. 

However, we do recommend that MER be disclosed, along with the estimated cost per $1,000 
invested, as is done for Fund Facts and ETF Facts.  Please review the details in our alternative 
approach discussed below and in Appendix B. 

Calculation and Reporting of a Daily Cost per Unit 

The Notice requires the calculation of a daily cost per unit for each class or series of a fund, with it 
then being used to calculate a daily cost for each investor in the fund, and then summing and reporting 
the costs for each investor over the year.  Our comments above address the issue of using a fund’s 
MER for this calculation. 

The major operational concerns with this daily cost approach are that:  

a) A new industry wide reporting system would need to be established to report the daily cost 
per unit to dealers for each class or series of each fund.  A large part of the industry is covered 
through Fundserv, but not all funds use Fundserv, such as ETFs and Closed-End Funds.  The 
creation and costs involved in creating such a database have not been scoped in detail and in 
our view could be significant.  While Fundserv participants might come to agreement on 
common standards, file format etc. there is no mechanism to bring together other parties to 
create a common reporting standard.  We note that in a recent article in Investment Executive 
from Mr. Paul Bourque 1, President and CEO of IFIC, it was indicated that, based on work with 
industry utilities, implementation of the Notice would require an estimated 30-month 
implementation period, in a best-case scenario.  The Notice proposes implementation in 
September 2024, assuming approval of the final rule in Q2 2023, a period of 18 months or 
less. 

As a reference benchmark, as outlined in the article, it should be noted that implementation 
of the OEO trailer fee ban, arguably a smaller exercise, took 21 months from publication of 
the final rule. 

b) Since a daily cost per unit is required, 365 data points must be created for each class or series 
of every fund.  Fundserv alone has over 100,000 fund codes for classes or series of funds in 
which people have invested.  Thus, a database of daily costs is likely to consist of at least 36.5 
million datapoints, which must be updated and maintained annually.  This estimate does not 
include non Fundserv products.  As noted above, we anticipate that the costs of creating and 
maintaining such a database could be significant, along with a significant amount of time to 
implement. 

c) Once the database of daily costs has been created then the costs must be aggregated for each 
fund held by each investor for the year, i.e., the daily cost per fund for each investor account 
must be calculated and then added to the previous days’ cumulative cost to determine a total 
cost for the year.  This calculation could be performed by the fund administrator and provided 
to dealers on an account basis, or else performed by the dealer for their clients based on daily 
data from the fund administrator.  Either way this implies the creation and maintenance of a 
second database of costs by fund for each investor account, the cost and implementation 

1 “Successful rule implementation requires industry collaboration” Investment Executive July 18, 2022 

https://www.investmentexecutive.com/inside-track_/paul-bourque/successful-rule-implementation-requires-

industry-collaboration/



- 6 - 

issues of which would need to be determined. 

As an example, one of AIMA Canada’s fund administrator members currently administers 
approximately 700,000 investor accounts for its clients.  The calculations above would require 
511 million calculations annually. 

In summary, the Notice would require the creation and maintenance of massive industry wide 
databases of daily fund costs and cumulative costs for each fund for each investor account, at a cost 
that has yet to be determined and which cost would likely ultimately flow through as increased fund 
expenses borne by investors.  This must be a consideration in the reasonableness of requirements and 
benefit to investors versus the costs involved. 

We would also like to point out that, under the proposed transition period, the Notice would require 
the design and implementation of the required systems during the same time frame as the proposed 
move to a T+1 settlement cycle in North America, requiring the utilization of the same industry 
resources.  This project requirement was not taken into account by IFIC in its assessment of 30 months 
being required to implement the Notice.  This overlap would increase the required implementation 
period even more and require the CSA, CCMA etc. to decide project priorities. 

We recommend that the calculation of a daily cost per unit and its aggregation for reporting to 
clients not be required.  As noted above, based on preliminary estimates from IFIC, the proposed 
transition period of approximately 18 months for the Notice cannot be met. 

Please see our additional comments on this issue in Appendix A Question #5 and our alternative 
approach below and in Appendix B. 

Disclosure of FER in Account Statements 

The Notice would require the inclusion of a fund’s FER in every account statement (or additional 
account statement) for each class or series of fund in the investor’s account, together with explanatory 
general disclosure about fund costs. 

Our concerns with such ongoing disclosure are: 

a) The information is misleading as the period covered by the FER is not disclosed.  If it is not 
made clear then an investor will assume that it is applicable to the current month or quarter, 
which is not true. 

b) Repeating such disclosure on a monthly or quarterly basis lessens the impact on an investor’s 
recognition of the importance of costs.  As noted in the behavioural research, investors may 
not read a report or will just scan it, particularly if they see it repeatedly.  When the investor 
then sees the amount in the annual report on charges they will view it as being of less 
importance. 

c) The disclosure does not show the implications of the FER and why an investor should take 
action, if any, in light of the information. 

d) As noted above, disclosure of a historical FER can be misleading, particularly if a fund has 
performance fees. 

e) A possible natural inclination of the disclosure is to multiply the fund holdings by the FER in 
an attempt to estimate costs on a monthly/quarterly basis.  As noted previously, this is 
inaccurate due to the use of a historical ratio and the aggregate of such amounts is not 
reconcilable to the proposed disclosure in the Annual Report on Charges and Compensation. 

In our view such disclosure should not be required.  It is better handled on an annual basis with 
enhanced disclosure and discussion.  Please see our Alternative Approach recommendation below. 
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Report on Charges and Other Compensation 

The Notice would require the inclusion and disclosure of investment fund expenses and charges in the 
ARCC, as exemplified in Annex G Sample Securities Prototype.  Our concerns regarding the proposed 
disclosure are: 

a) The dollar amount of fund expenses is presented as if it is an actual amount.  As noted above, 
any amount calculated following the proposed methodologies based on a historical FER is an 
estimate only and should be indicated as such. 

b) Presenting only the total amount of fund expenses naturally leads to several questions by an 
investor: 

i. How does this break down between my various fund holdings? 
ii. How does this relate to the FER that I see on my monthly/quarterly statement by 

fund? 
iii. How does the cost compare between my various fund investments? 
iv. Are these costs high or low in relation to the industry? 

Presenting a dollar cost per fund does not allow for a meaningful comparison between funds 
in which varying amounts have been invested. 

Presenting only the total does not take into account the findings from the behavioural insights 
study, which recommends that a summary amount should be supported with detail.  The 
provision of detail is important for investor clarity and to promote possible action and 
competition, an objective of the Notice. 

c) The presentation or discussion of a purely dollar amount of fees for multiple funds could lead 
to a misunderstanding of the benefits of paying such costs.  This is contrary to a stated 
objective of the Notice that the intent is to assist investors in understanding if they are 
obtaining value for the fees.  It is also contrary to a finding from the behavioural insights study 
that recommends linking fees to the action that created them, i.e., investing in a fund, in order 
to overcome a barrier to action. 

As an example, the management fee is calculated daily/monthly based on the NAV for the 
period.  If NAV is increasing during the year, the dollar amount of the management fee will 
increase monthly.  Conversely, if NAV is decreasing the dollar amount will decrease month 
over month.  If an investor is only shown the two dollar amounts the natural inclination would 
be to assume that the lower dollar amount is better.  This would be a potentially incorrect 
decision given that it reflects declining performance. 

d) In Annex G both fund expenses and trailing commissions are shown.  Trailing commissions are 
paid by the investment fund manager from the management fees collected and are not an 
additional expense to investors.  Notwithstanding that the trailing commissions are 
segregated and explained as being from the investment fund manager, the risk exists that an 
investor looking at the report would add the two costs together, thereby overstating the 
assumed level of expenses. 

e) Many AIMA Canada members have only direct investors in their funds.  As a result, no annual 
report on charges is required to be produced.  Investors only receive the annual investment 
performance report.  Requiring the sending of the annual report on charges to show fund 
expenses would be an additional regulatory burden and require time for implementation that 
would impact the transition period. 
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In our view the disclosure of fund fees and expenses should be modified and moved to the annual 
investment performance report, with the level of detail revised.  Please see our recommended 
alternative approach outlined below. 

The Annual Report on Charges and Compensation should be renamed to the Annual Report on Direct 
Charges and Compensation and be limited to amounts paid directly to the reporting dealer. 

An Alternative Approach 

After careful review we propose that a modification and enhancement of the annual Investment 
Performance Report (“IPR”) would better meet the objectives of the Notice, taking into account the 
behavioural insights from the OSC Staff Notice.  No change would be made to account statements.  No 
change would be made to the Annual Report on Charges and Compensation, which would remain 
focused on the direct charges and compensation earned by the reporting dealer. 

The key change to the IPR is the addition of a section providing an indication of the costs incurred 
by an investor to achieve the performance of their investments. 

Attached as Appendix B is a draft enhanced IPR.  It is a modification of the current sample IPR from 
the Companion Policy to NI 31-103. 

In our opinion the modified IPR better meets the objectives of the Notice due to the following: 

a) It links in one report the costs of the investments to the returns achieved by the investor, a 
key insight from the OSC Staff Notice that increases the likelihood of an investor 
understanding what has happened and taking action, if warranted. 

b) It provides estimated cost information on a per fund basis, thereby providing the detail up 
front to an investor rather than them asking for it. 

c) It enables a comparison of estimated costs between funds in both percentage terms, i.e., the 
MER, and dollar terms, i.e., the estimated cost per $1,000 invested.  This is consistent with the 
Fund Facts and ETF Facts information provided to investors and so is not a major departure 
from existing practice and is information with which investors are familiar.  It also facilitates a 
comparison of costs between funds in which varying amounts have been invested.  We 
recommend that the reported MER exclude performance fees and applicable taxes, as noted 
in our General Comments above with respect to MER. 

d) Actual daily unit dollar costs are not required to be provided since an estimated dollar cost is 
not provided.  This greatly lessens the volume of data potentially required to be delivered to 
dealers for reporting since only fund MERs, calculated twice a year, would be provided.  We 
anticipate that this would be a more manageable and less costly exercise and could allow for 
implementation within the suggested timeframes. 

e) The risk of investors adding direct charges and trailing commissions together, thus overstating 
costs, is eliminated as they are not shown on the same report. 

f) The additional costs for AIMA members with only direct fund investors of being required to 
create an annual report on charges is removed, along with the transition issues.  It would be 
easier for such industry members to deal with modifications to an existing report. 

Implementation of this approach would potentially require a change in the required timeframe for the 
delivery of the IPR.  If the MER of the most recent year is to be used then sufficient time must be 
allowed for the completion of the audit of a fund and dissemination of the final MER to dealers.  
Typically this would mean that the IPR would be deliverable in April with March statements instead of 
with the year end statement. 
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If this delay is not acceptable then the most recent MER available as at year end would have to be 
used, with appropriate disclosure. 

*   *   * 

In summary we recommend the following: 

1. A fund’s MER should be the only ratio reported, with full disclosure that it is a historical 
amount.  The definition of MER should be amended to exclude performance fees and 
applicable taxes from the calculation. 

2. No additional reporting on account statements or additional statements is required. 

3. The Annual Report on Charges and Compensation should remain as currently required to only 
report direct charges earned by the client’s dealer. 

4. The annual Investment Performance Report should be modified and expanded to include 
disclosures of costs and revenues per $1,000 of funds invested, similar to current Fund Facts 
and ETF Facts requirements, with enhanced explanatory notes. 

We appreciate the opportunity to provide the CSA with our views on the Notice. Please do not hesitate 
to contact the undersigned with any comments or questions that you might have. We would be 
pleased to meet with you to discuss our comments and concerns further. 

Yours truly, 

ALTERNATIVE INVESTMENT MANAGEMENT ASSOCIATION CANADA 

Ian Pember, Glen Williams Consulting 

Rob Maxwell, Arrow Capital Management 

Ron Landry, CIBC Mellon 

Andy Smith, SGGG Fund Services 

Norbert Knutel, Blake, Cassels & Graydon LLP 

Darin Renton, Stikeman Elliott LLP 

Michael Burns, McMillan LLP 
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Appendix A – Comments re CSA Specific Questions Regarding the Proposed 
Amendments 

1. Do you anticipate implementation issues related to the inclusion of any of the following in the 
Proposed Securities Amendments,  

(a) exchange-traded funds,  
The major implementation issue would be that ETFs, and any other publicly traded investment 
fund type such as REITs and Closed-End Funds, do not currently have a centralized data 
repository or other mechanisms for the reporting of daily cost data to dealers similar to 
Fundserv for investment funds, nor do they provide any other daily information/data related 
the funds that could be leveraged.  The creation and maintenance of such a system would 
have to involve a wide range of firms to agree on standards, files and their transmission, etc.  
Another concern is each dealer organization treats ETFs differently, with many classifying an 
ETF as an equity, making it difficult to assign a cost since there are no unique identifying 
characteristics that would separate an ETF from any other exchanged traded security.   All 
industry standard identifiers (CUSIP, ISIN, SEDOL and ticker) do not identify if the security is a 
stock, bond, ETF, etc.  The final concern is that as at December 2021 15.5% or $63.9 billion of 
the $412.5 billion of ETFs owned by Canadian investors (retail and institutional) were US-listed 
ETFs.  Of the 15.5% nearly 40% were US listed ETFs of ETF providers with no Canadian affiliate.  
It will be difficult to enforce a Canadian regulation on US ETF providers, their service providers 
or depositories, to provide a daily cost unit.  In addition, the concept of a MER does not exist 
in the US; it is actually a total expense ratio (TER), which would further confuse investors.   

(b) prospectus-exempt investment funds, 
These funds would have the same issues as noted above for ETFs, to the extent that they are 
not on the Fundserv platform, yet the fund is held through third-party dealers. 

Many of these funds are only valued on a monthly basis.  As such, the Notice must clearly 
address how the calculations of cost are to be determined.  It is important to note that the 
calculation of the daily fund cost, however determined (see our comments in question #2 
below) would have to be performed with the same frequency as fund purchases/sales, e.g., 
daily or monthly, to ensure that the correct amount is determined. 

(c) scholarship plans,  
No comment. 

(d) labour-sponsored funds,  
No comment. 

(e) foreign investment funds?  
Foreign funds may be unwilling, or unable, to provide information in the required detail within 
the required deadlines.  Some jurisdictions do not align with Canadian reporting cycles.  This 
can be a particular issue for some types of investment vehicles, e.g., foreign private credit 
funds.  There is also an assumption that foreign investment funds have similar data points that 
could be provided and that are comparable.  

2. Would you consider it acceptable if, instead of information about each investment fund’s fund 
expense ratio (MER + TER), the MER alone was disclosed in account statements and additional 
statements and used in the calculation of the fund expenses for the purposes of the annual 
report on charges and other compensation?  
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In our opinion MER alone should be disclosed in account statements and additional statements 
and used in the calculation of any fund expense amounts reported. 

The TER is disclosed in the MRFP for reporting issuers but is not normally reported for other 
investment funds

We would point out that it is only MER that is used in the OSC Investor Office Mutual Fund Fee 
Calculator (https://www.getsmarteraboutmoney.ca/calculators/mutual-fund-fee/ ) and in the 
linked discussion of how fees impact returns 
(https://www.getsmarteraboutmoney.ca/invest/investment-products/mutual-funds-segregated-
funds/mutual-fund-fees/ ). 

The proposed revised s. 14.1.1 (Duty to provide information – IFM) requires that an IFM must 
provide to a dealer the daily cost per unit, in dollars, calculated as A/365 X B = C, where: 

A = fund expense ratio (FER) of the applicable class or series of the investment fund 

B = the NAVPU/NAVPS of the applicable class or series of the investment fund 

C = the daily cost per unit/share 

It is important to note that MER is not calculated daily.  It is calculated twice a year by investment 
fund reporting issuers for the MRFP and is used to update Fund Facts and ETF Facts reporting.  For 
other investment funds, MER may be calculated twice a year for financial statement purposes in 
the Statement of Financial Highlights, or not at all as the Statement of Financial Highlights is not a 
statement mandated by IFRS. 

Given the above, the use of the MER to estimate dollar fund costs paid by an investor has the 
potential to be seriously misleading as fund expenses may vary during the year.  This is particularly 
critical if a fund has performance or incentive fees, as is the case with many of our members.  For 
example, a fund may pay performance fees in the first half of a year but not in the second.  Use of 
the annual MER to determine reported costs will understate the expenses borne by those 
investors who were in the fund in H1 and overstate the expenses borne by investors who invested 
in the fund in H2. 

It is important to understand that any dollar amount reported to investors using the proposed 
methodology is an estimate and the totals reported for any given fund would not be reconcilable 
to the fund’s actual expenses.  The reporting of an actual total dollar amount implies a greater 
degree of accuracy than exists. 

If a total cost dollar amount is to be reported to investors, which we do not recommend (see 
AIMA Canada’s alternative approach), the following approach should be used in order to obtain 
an accurate dollar amount that is reconcilable to actual fund expenses.  Determine the reporting 
date cost per unit/share calculated as A/B = C, where: 

Reporting date = a day on which fund purchase/sale transactions are allowed.  This could be 
either daily or monthly. 

A = the expenses charged/accrued to each class/series of the fund for the reporting date.  This 
is done by the IFM, or the administrator, as part of the calculation of NAV. 

B = determine the number of units/shares of the class or series outstanding on the reporting 
date. 

Calculate A/B = C.  This provides a clear allocation of actual fund dollars to a unitholder on the 
reporting date and is reconcilable to the fund f/s since actual dollars accrued are allocated.  If 
the fund is valued monthly, or on some other period, this value would be divided by the 
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number of days in the reporting period to determine a daily cost.  The daily value from a Friday 
would be assumed to apply to the following Saturday and Sunday. 

3. For the purpose of subsection 14.14.1(2), is the use of net asset value appropriate, or would it 
be more appropriate to use market value or another input? Would it be better to use different 
inputs for different types of funds?  

It is appropriate to use net asset value as market value for investment funds that are not publicly 
traded as it is the basis for investor transactions and is audited annually.  For publicly traded 
securities the market value from trades is appropriate.  This applies equally to the requirements 
of s. 14.14 Account Statements. 

For such a statement we believe that the wording of the notification should be as outlined below, 
given our comment that the MER of a fund, as defined, includes the TER and so they are not 
additive (see our General Comments). 

“Fund expenses are made up of the management fee and operating expenses. You don't pay 
these expenses directly. They are periodically deducted from the value of your investments 
by the companies that manage and operate those funds. Different funds have different fund 
expenses. They affect you because they reduce the fund's returns. These expenses add up 
over time. Fund expenses are expressed as an annual percentage of the total value of the 
fund. They are reflected in the fund’s management expense ratio (MER). These costs are 
already reflected in the current values reported for your fund investments.”. 

4. Do you anticipate any other implementation issues related to the Proposed Securities 
Amendments?  

The major implementation issues have been addressed in our General Comments. 

5. Do you anticipate any issues specifically related to the proposed transition period?  

The Notice would require the establishment of a new industry wide infrastructure for the 
reporting of cost data as envisaged.  In order to implement the proposals for funds purchased and 
sold on Fundserv alone a massive database with millions of datapoints would need to be created 
and maintained on an ongoing basis to report the fund cost data for over 100,000 fund codes or 
ID’s, i.e., individual classes or series that investors have purchased.  All IFM’s, together with their 
fund administrators, involved would need to determine how the database would be fed.  The 
information from this database would then have to be integrated into each dealer’s systems to 
enable account level reporting to investors. 

The time and effort required to establish such a database and update dealer systems would need 
to be carefully scoped to determine implementation structure, timelines and costs.  As noted 
previously an estimate prepared by IFIC, in consultation with industry utilities, was that 
implementation would require 30 months in a best-case scenario vs. the 18 months or less 
proposed in the Notice.  It is also important to note that the IFIC estimate did not take into account 
the overlapping requirement to implement the change to T+1 settlement by mid 2024. 

Please note the following points with respect to the implementation and maintenance of such a 
reporting system: 

 The Notice requires the calculation of a daily expense amount per unit/share for each 
series or class of a fund held by an investor, i.e., 365 values.  This would mean a database 
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with approximately 36.5 million data points, per annum, for the 100,000 fund codes on 
the Fundserv system alone.  When additional investment products not included in 
Fundserv are considered, such as ETFs, the number of data points could grow significantly. 

 The total daily cost per unit/share would have to be calculated for each investor account 
for each investment fund holding.  This value would either; (i) have to be used to calculate 
the daily total cost for each investor account and transmitted by the IFM or their 
administrator to the appropriate dealer, who would then need to integrate the data into 
their reporting systems; or (ii) the dealer would have to take the daily cost per unit/share 
and do the calculation for each account in their system. 

As an example of the potential impact, one of our fund administrator members currently 
services approximately $68 billion of AUM, largely for prospectus exempt funds, involving 
about 700,000 account positions.  To provide cost reporting would require (i) the 
calculation of the daily cost per unit/share for each class/series of each fund administered; 
(ii) 700,000 daily calculations to determine the daily dollar amount for each account; plus 
(iii) 700,000 daily calculations to aggregate the cost amounts for the reporting period, 
resulting in at least 511 million calculations annually for aggregation and reporting. 

This is the potential impact on a small amount of the $1.997 trillion of mutual fund assets 
reported by IFIC as of February 2022. 

We note that the theoretical database discussed above does not cover the entire range of 
investment funds included in the proposal.  Many funds covered by the Notice are either publicly 
traded, e.g., ETFs, or do not utilize Fundserv, e.g., private funds not sold through third party 
dealers.  How the cost data would be determined and reported to dealers for reporting to clients 
would require uniform standards, file formats etc.  It has been historically difficult to obtain such 
agreement, if at all.  Regarding private funds, many AIMA Canada members are small firms and 
the requirement to implement such a reporting system for their funds, either on their own or 
through their fund administrators, would be a significant additional reporting burden to be 
implemented on top of running the daily business, the costs of which would flow through to the 
funds and impact investors.  This direction by the CSA and potential workload is contrary to the 
emphasis on burden reduction, for potential benefits that have not been quantified or clearly 
outlined. 

It is important to note that the proposed transition period is coincident with the implementation 
of the move to T+1 settlement in Canada and the U.S., currently scheduled for the first half of 
2024, with the specific date yet to be determined.  This project potentially requires the same 
resources as those required to implement the Notice, thereby increasing costs and the possibility 
of errors.  The T+1 project particularly impacts Fundserv. 

AIMA Canada’s alternative proposal would lessen these concerns about the length of the 
transition period. 
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Appendix B – Revised Investment Performance Report 

Your Investment Performance Report 
For the period ending December 31, 2030 

Investment Account 123456789 

Client name and address 

This report tells you how your account has performed to December 31, 2030. It can help you 
understand and assess your progress toward meeting your investment goals.  This report is 
designed to answer 4 key questions: 

I. What has been the increase or decrease in the value of your account? 

II. What activities contributed to the increase or decrease? 

III. What rate of return have you earned on your investments? 

IV. What were the costs of achieving this increase or decrease? 

We strongly recommend that you review this report and discuss it with us to ensure that you 
understand your investment portfolio.   

It is important that you tell us if your personal or financial circumstances have changed.  We can 
then recommend adjustments to your investments to keep you on track to meeting your investment 
goals. 

What has been the increase or decrease in the value of your account? 

Your investments have increased by $36,492.34 since you opened the account. 

Your investments have increased by $2,928.85 during the past year. 

Amount invested since you opened your account on January 1, 2015 (1) $16,300.00 

Market value of your account on December 31, 2030   $52,792.34 

(1) This is the market value of all deposits and transfers of securities and cash into your account, not including interest or 
dividends reinvested, less the market value of all withdrawals and transfer of securities and cash from your account. 

What were the components of this increase or decrease? 
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This table is a summary of the activity in your account. It shows how the value of your account has 
changed based on the type of activity. 

Past Year Since you opened 
your account 

Opening market value $51, 063.49 $0.00 

Deposits $4,000.00 $21,500.00

Withdrawals $(5,200.00) $(5,200.00)

Direct charges paid to us (1) $(200.00) $(400.00)

Change in the market value of your account, net of 
fund fees and expenses(2)

$2,728.85 $36,092.34

Closing market value $52,792.34 $52,792.34 

(1) This is the amounts that you paid to us by withdrawals from your account or by other means such as cheques or transfers 
from your bank, as reported by us to you on the Annual Report on Charges and Compensation.

(2) See “What were the costs of achieving this performance and the related returns?” below for a further discussion.

What rate of return have I earned on my investments? 

What is a total percentage return?  

This represents gains and losses of an investment over a specified period of time, including realized 
and unrealized capital gains and losses plus income, expressed as a percentage.  

For example, an annual total percentage return of 5% for the past three years means that the 
investment effectively grew by 5% a year in each of the three years.  

Your personal rates of return  

The table below shows the total percentage return of your account for periods ending December 31, 
2030. Returns are calculated after charges have been deducted. These include charges you pay for 
advice, transaction charges and account-related charges, but not income tax.  It also includes fund 
expenses paid indirectly within funds that you own.  

Keep in mind your returns reflect the mix of investments and risk level of your account. When 
assessing your returns, consider your investment goals, the amount of risk you’re comfortable with, 
and the value of the advice and services you receive. 

Past Year Past 3 Years Past 5 Years Past 10 Years Since you 
opened your 
account 

Your account 5.51% 10.92% 12.07% 12.90% 13.09%

Calculation Method 

We use a money weighted method to calculate rates of return. Please contact us if you want more 
information about this calculation. 

The returns in this table are your personal rates of return. Your returns are affected by changes in the 
value of the securities you have invested in, dividends and interest that they paid, and also deposits 
and withdrawals to and from your account. 
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If you have a personal financial plan, it will contain a target rate of return, which is the return required 
to achieve your investment goals. By comparing the rates of return that you actually achieved (shown 
in the table) with your target rate of return, you can see whether you are on track to meet your 
investment objectives. 

What were the costs of achieving this increase or decrease? 

Fund expenses: Fund expenses are made up of the management fee and the operating expenses, 
together with applicable taxes. You don't pay these expenses directly. They are periodically deducted 
from the value of your funds by the companies that manage and operate those funds. Different funds 
have different fund expenses. These costs are already reflected in the current values reported for your 
fund investments.  They affect you because they reduce the fund's returns. These expenses have a 
compounding impact over time.  This is because you lose any future return that would have been 
earned on the amount of fees had they not been charged and had been invested.  In return for the 
payment of these expenses, you receive professional investment advice and management.  

In your account, the funds in which you have invested are managed by us.  As a result we have earned 
the management and performance fees incurred by the funds.  [To be added if the investor account 
holds proprietary funds managed by the reporting dealer.] 

Detail about the impact of fund expenses and their impact over time can be found in the Relationship 
Disclosure Information document that we have previously provided to you.  Further discussion can 
also be found on the Ontario Securities Commission website at 
(https://www.getsmarteraboutmoney.ca/invest/investment-products/mutual-funds-segregated-
funds/mutual-fund-fees/.

In addition, if you have not already received them, you are entitled to receive the financial statements 
of a fund in which you have invested.  Please contact us if you want the financial statements. 

Fund expenses are expressed as an annual percentage of the total value of the fund.  This is referred 
to as the Management Expense Ratio or “MER”. The table below shows the MER, for the year ending 
December 31, 2030, for each fund in which you were invested and the cost per $1,000 invested, if you 
were invested in the fund for the entire year.  It also shows the time weighted rate of return (“TWRR”) 
earned by the fund(2) for the year and the estimated annual return per $1,000 invested that would 
have been earned if you were invested in the fund for the entire year.   

When reviewing returns it is important to remember that past performance is not indicative of future 
returns.

Fund MER Cost per $1,000 
invested last 
year(1)

TWRR last 
year(1) (2)

Return per 
$1,000 invested 
last year(1)

ABC Fund 2.06% $20.60 15.60% $156.00 

DEF Fund 1.78% $17.80 6.90% $69.00 

XYZ Fund 2.56% $25.60 (4.00%) $(40.00) 

(1) The cost and return per $1,000 invested shown are for the last year only and are estimated amounts.  It is important to 
review these amounts depending on how long you have been invested in the fund, particularly if you have been invested 
in the fund for more than one year as returns can vary significantly between years. 

(2) “TWRR” calculations measure the performance of all cash and securities in your account over a time period. The results 
of this performance calculation isolates the investment decisions made within the fund, independent of the timing of 
deposits and withdrawals which are not under the control of the fund manager. Therefore, your account’s TWRR can 
be compared against a relevant benchmark or other funds for you to assess your performance. 
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We strongly encourage you to discuss this analysis with us with respect to understanding changes to 
the value of your account and in reaching your investment goals. 

A tool for reviewing the MER and returns of various funds can be found on the Ontario Securities 
Commission website at (https://www.getsmarteraboutmoney.ca/calculators/mutual-fund-fee/  .



1 

 

 

 

 
 
 
 
July 27, 2022 
 
Delivered By Email: comments@osc.gov.on.ca, consultation-en-cours@lautorite.qc.ca  
 
Alberta Securities Commission 
Autorité des marchés financiers 
British Columbia Securities Commission 
Financial and Consumer Services Commission (New Brunswick) 
Financial and Consumer Affairs Authority of Saskatchewan 
Manitoba Securities Commission 
Nova Scotia Securities Commission 
Nunavut Securities Office 
Office of the Superintendent of Securities, Newfoundland and Labrador 
Ontario Securities Commission 
Office of the Superintendent of Securities, Northwest Territories 
Office of the Yukon Superintendent of Securities 
Superintendent of Securities, Department of Justice and Public Safety, Prince Edward Island 
 
The Secretary  
Ontario Securities Commission 
20 Queen Street West 
22nd Floor 
Toronto, Ontario M5H 3S8 
 

Me Philippe Lebel 
Corporate Secretary and Executive Director, 
Legal Affairs 
Autorité des marchés financiers 
Place de la Cité, tour Cominar 
2640, boulevard Laurier, bureau 400 
Québec (Québec) G1V 5C1 
 

 
Dear Sirs and Mesdames: 
 
RE: CSA and CCIR Joint Notice and Request for Comment – Proposed Amendments 
to National Instrument 31-103 Registration Requirements, Exemptions and Ongoing 
Registrant Obligations (“NI 31-103”) and to Companion Policy 31-103CP Registration 
Requirements, Exemptions and Ongoing Registrant Obligations (“31-103CP”) and to 
Proposed CCIR Individual Variable Insurance Contract Ongoing Disclosure Guidance 
Total Cost Reporting for Investment Funds and Segregated Funds (the “Consultation”) 
 
Franklin Templeton Investments Corp. (“Franklin Templeton Canada”) appreciates the 
opportunity to comment on the Consultation.  Our comments are limited to the Canadian 
Securities Administrators’ (“CSA”) proposals for the securities sector in the Consultation (the 
“Securities Laws Proposals”) in the form of amendments to NI 31-103 and 31-103CP. 
 
Franklin Templeton Canada is registered as an investment fund manager, portfolio manager, 
mutual fund dealer and exempt market dealer with the securities regulatory authorities in 
various Canadian provinces and territories. Franklin Templeton Canada is an indirect, wholly 
owned subsidiary of Franklin Resources, Inc. [NYSE:BEN], a global investment management 
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organization with subsidiaries operating as Franklin Templeton and serving clients in over 155 
countries. Franklin Templeton's mission is to help clients achieve better outcomes through 
investment management expertise, wealth management and technology solutions. Through its 
specialist investment managers, the company offers boutique specialization on a global scale, 
bringing extensive capabilities in equity, fixed income, multi-asset solutions and alternatives. 
With offices in more than 30 countries and approximately 1,300 investment professionals, 
the California-based company has 75 years of investment experience and approximately 
US$1.4 trillion (approximately CAN$1.8 trillion) in assets under management as of June 30, 
2022. 
 
General Comments 
 
Franklin Templeton Canada supports the CSA’s initiative to expand cost reporting to investors 
because we believe increased fee transparency and awareness will assist investors in making 
informed investment decisions.  Furthermore, although we have not commented on the 
proposals for the insurance sector in the Consultation, we are pleased that this is a joint 
initiative of the CSA and the Canadian Council of Insurance Regulators.  Including segregated 
funds in the proposals will bring their disclosure standards more in line with investment funds 
allowing for better comparability between  these competing investment products. 
 
Franklin Templeton Canada is a member of the Investment Funds Institute of Canada (“IFIC”) 
and generally supports the submissions made by IFIC with respect to the Securities Law 
Proposals.  In addition, Franklin Templeton Canada wishes to provide comments on the 
Securities Law Proposals in areas we believe merit additional emphasis.  
 
Account Statement Requirements 
 
Franklin Templeton Canada is of the view that including a fund expense ratio (“FER”), which 
is the sum of the management expense ratio (“MER”) and the trading expense ratio (“TER”), 
on quarterly (or monthly) client account statements for each individual investment held in an 
account is not desirable because it would be confusing, misleading and duplicative of 
information already provided to investors. 
 
The requirement to include FER could be confusing to investors because it would be different 
in form (percentage vs. dollars) and for a different time period than other client account 
statement disclosure.  Furthermore, the inclusion of an FER of a particular fund series without 
corresponding performance information could result in investors making decisions solely 
based on cost instead of the entire value proposition of the fund they have purchased.  
Including an FER on a client account statement is conflating the policy principles of investment 
fund continuous disclosure with the rationale behind individualized client account statements, 
which we believe would lead to investor confusion. 
 
The requirement to include FER could be misleading because it is not specific to an investor 
and would not give them information unique to their situation when the balance of the 
information on a client account statement is personalized.  The inclusion of FER also fails to 
capture other information (e.g., for Series F, fees paid directly by the investor to their advisor) 
and would, therefore, give an inaccurate picture of an investor’s cost. 
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Including FER is duplicative and redundant because the MER and TER of a fund is already 
disclosed in a fund’s management report of fund performance, fund facts and/or ETF facts 
documents.  As a result of the January 2022 amendments to National Instrument 81-106 – 
Investment Fund Continuous Disclosure, investment funds must have a designated website 
on which these documents are posted, which makes this information more easily available to 
investors. 
 
Requirement to Include TER 
 
Franklin Templeton Canada believes that the TER should not be combined with the MER for 
the FER value used in the calculation of total fund expenses disclosed in the Annual Report 
on Charges.  There are various issues with including the TER.  A TER exhibits a higher degree 
of variability depending on fund flows and changes in portfolio holdings and can be distorted 
by significant purchases or redemptions of a fund.  Furthermore, applying a TER as of a 
specific point in time could lead to inaccurate disclosure to an investor.  In contrast, an MER is 
more stable and accurate for purposes of calculating fund expenses.  For these reasons, 
Franklin Templeton Canada recommends that the CSA consider using the MER for calculating 
fund expenses for the purposes of the Annual Report on Charges. 
 
Foreign Investment Funds 
 
Franklin Templeton Canada believes that foreign investment funds should not be included in 
the Securities Law Proposals.  Foreign investment funds may not report MERs or TERs and/or 
their calculation methodology may be different.  Furthermore, the investment fund managers 
of these funds may not be registered in a Canadian jurisdiction and would, therefore, not be 
subject to NI 31-103.  As a result, obtaining the necessary data could be difficult.  If the burden 
on dealers to obtain this information is too great, they may choose not to offer foreign 
investment funds to their clients, resulting in less choice for investors. 
 
Proposed Implementation Timeline 
 
Franklin Templeton Canada urges the CSA to re-consider its proposed timeline for the 
implementation of the Securities Law Proposals as the current timeline is neither reasonable 
nor practical.  
 
It is unrealistic to expect registrants to begin implementation of this regulatory initiative by 
securing the necessary budget approvals, devoting resources and effecting the necessary 
systems changes until the CSA publishes final rule amendments and registrants have certainty 
regarding the new reporting requirements. 
 
An additional constraint is the timeline that Fundserv, the investment fund industry’s service 
provider, has for designing, coding and publishing system changes.  Fundserv’s timelines 
largely dictate the timelines for fund managers and dealers.   Registrants cannot begin their 
work to implement the new regulatory requirements until Fundserv publishes its final technical 
solution. 
 
The CSA’s proposed timeline would be more challenging for registrants that manage or trade 
in exchange-traded funds (“ETFs”) because of the lack of infrastructure to transmit and retain 
the data needed to comply with the Securities Law Proposals.  Since there is no central 
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repository like Fundserv for ETFs, there is uncertainty as to how the necessary information will 
be transmitted by investment fund managers to dealers and how dealers will obtain and store 
the information. 
 
The proposed timeline for implementation of the Securities Law Proposals also conflicts with 
another significant regulatory initiative – the move from T+2 to T+1 – which is proposed to take 
effect in September 2024.  Implementing both projects at the same time will require significant 
resources, presenting a large burden for, and increased risks to, registrants. 
 
Finally, we note that when the final CRM2 changes were announced, industry participants were 
provided with a three-year transition period for the new annual report requirements.  Since the 
Securities Law Proposals are more complex and require new FER data to be created, we ask 
the CSA to consider a timeline of similar or greater length after final rule amendments are 
published. 
 
Conclusion   
 
Whatever form the final Securities Law Proposals take, we expect this to be a complex change 
for the investment funds industry.  Therefore, we encourage securities regulators to establish 
an industry forum and to work with the industry in a collaborative manner to address the myriad 
of questions and issues that are likely to arise during implementation. 
 
Thank you for your consideration of this submission.  Please feel free to contact me at 
brad.beuttenmiller@franklintempleton.ca should you have any questions or wish to discuss 
our submission. 
 
Yours truly, 
 
FRANKLIN TEMPLETON INVESTMENTS CORP. 
 
“Brad Beuttenmiller” 
 
Brad Beuttenmiller 
Senior Associate General Counsel 
 
cc: Duane Green, President & CEO, Franklin Templeton Canada 
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July 27, 2022 
 
Alberta Securities Commission 
Autorité des marchés financiers 
British Columbia Securities Commission 
Financial and Consumer Services Commission (New Brunswick) 
Financial and Consumer Affairs Authority of Saskatchewan 
Manitoba Securities Commission 
Nova Scotia Securities Commission 
Nunavut Securities Office 
Office of the Superintendent of Securities, Newfoundland and Labrador 
Ontario Securities Commission 
Office of the Superintendent of Securities, Northwest Territories 
Office of the Yukon Superintendent of Securities 
Superintendent of Securities, Department of Justice and Public Safety, Prince Edward Island 
 
The Secretary 
Ontario Securities Commission 
20 Queen Street West 
22nd Floor, Box 55 
Toronto, Ontario M5H 3S8 
comment@osc.gov.on.ca 
 
Me Philippe Lebel 
Corporate Secretary and Executive Director, Legal Affairs 
Autorité des marchés financiers 
Place de la Cité, tour Cominar 
2640, boulevard Laurier, bureau 400 
Québec (Québec) G1V 5C1 
consultation-en-cours@lautorite.qc.ca 
 
Dear Sirs / Mesdames: 
 
RE: Proposed Amendments to National Instrument 31-103 Registration Requirements, 

Exemptions and Ongoing Registrant Obligations and to Companion Policy 31-103CP 
Registration Requirements, Exemptions and Ongoing Registrant Obligations (the “Proposed 
Securities Amendments”) and Proposed CCIR Individual Variable Insurance Contract 
Ongoing Disclosure Guidance (together, the “Proposed Amendments”) 

 
Thank you for the opportunity to provide comments to the Canadian Securities Administrators (the CSA) on 
the Proposed Amendments.  
 
Fidelity Investments Canada ULC (Fidelity) is the 3rd largest mutual fund company in Canada. As at June 
29, 2022, Fidelity managed more than $189 (CAD) billion in retail mutual funds, exchange traded funds and 
institutional assets. Many Canadians entrust us with their savings, and we take their trust very seriously. 
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Summary of Fidelity’s Position on the Proposed Amendments 
 
We applaud the CSA and the Canadian Council of Insurance Regulators (CCIR) for working together on 
this initiative and are pleased to see that the Proposed Amendments aim to harmonize the cost disclosure 
requirements for segregated funds and mutual funds, which will allow investors to be able to compare the 
costs of investing in similar investment products. The Proposed Amendments, once implemented, will lead 
to better disclosure for investors and a greater awareness of the total cost paid to invest (Total Cost 
Disclosure). We also believe in full disclosure concerning the costs of investing in other investment 
products, such as bank products (e.g. PPNs) and are hopeful that we will see similar cost disclosure for 
these products.  
 
Overall, we are highly supportive of this initiative, with the following exceptions/clarifications (as applicable): 
 

1. If the Trading Expense Ratio (TER) is going to be reported, explanatory language must be provided 

to investors concerning the limitations of this number. 

 
2. The Fund Expense Ratio (FER) should not be included in quarterly account statements. 

 

3. Flexibility should be given when it comes to how information is reported in statements. 

 

4. The amendments should outline the information that can be used for new funds and include 

standard disclosure concerning the limitations of that information. 

 

5. The amendments should contemplate that investment fund managers (IFMs) cannot provide 

investor-level information for certain funds.  

 

6. The transition period should be extended. 

 
In addition, we have participated in the Investment Fund Institute of Canada’s (IFIC) Full Cost Disclosure 
Sub-Group, and we are generally supportive of IFIC’s comments. 
 
Fidelity’s Position on the Proposed Securities Amendments 
 
1. If the Trading Expense Ratio (TER) is going to be reported, explanatory language must be 

provided to investors concerning the limitations of this number 

 
We believe it would be acceptable if the management expense ratio (MER) alone was used to calculate 
fund expenses for the purposes of the Annual Report on Charges and Other Compensation based on the 
limitations of the TER, as further outlined below. However, we understand that the point of this initiative is 
to give investors an appreciation for their total cost of investing and the TER is a factor in the overall cost. 
As such, we are not opposed to the inclusion of the TER provided appropriate disclosure is provided to 
investors concerning the limitations of the TER.  
 
Limitations of the TER 
 
Because the TER is expressed as a percentage of a fund’s total assets, it is affected by factors such as the 
age of the fund, fund type and market conditions. For example, if an investment fund is in redemption, the 
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TER will generally be under reported, because in this case the average net assets used to calculate the 
TER would be overstated. On the other hand, the TER is generally over reported for new funds as they are 
in the process of obtaining assets. The TER is more variable than the MER from year to year, and it can be 
seen to be misleading as it reflects the previous year’s trading activity. Fidelity has observed variances in 
this number up to 80 basis points comparing two consecutive years, which could lead an investor to believe 
the fees they paid were much higher than the fees they actually paid. 
 
If the TER is to be included in investor reporting, it would be beneficial for investors to receive appropriate 
disclosure that identifies the potential fluctuations in the TER and that the TER used may provide a 
reasonable approximation of fund expenses, but that the actual fund expenses paid by the investor on their 
units/shares for the relevant period may differ.  
 
2. The Fund Expense Ratio (FER) should not be included in quarterly account statements 

 
We do not believe that including the FER as a percentage in monthly or quarterly account statements 
would be beneficial to investors. The MER and TER are already included in the Fund Facts and 
Management Reports of Fund Performance (MRFPs). We do not see the value in duplicating this 
disclosure and we agree with IFIC that from an investor’s perspective, this disclosure could be misleading 
and confusing for the various reasons set out in IFIC’s comment letter.  The most compelling reasons in 
our opinion are as follows:  
 
(i) The FER in percentage terms would not necessarily reflect what the investor pays given the 

investor may receive management fee rebates or other volume-based discounts. However, all other 

information in client account statements is personalized to investors.  

(ii) The FER is an annual number, but the client account statements include shorter periods of 

performance in dollar terms. This could confuse investors about what their expenses were during 

the month/quarter.  

(iii) The performance information in client account statements is at the account level but the Proposed 

Securities Amendments require the FER to be presented for each fund held (without the 

corresponding performance being provided at the fund level). This could lead investors to draw 

inappropriate conclusions about the FER since they don’t have the appropriate context to conduct a 

comparison (i.e., fund performance at the account level for the same period of time). 

(iv) Monthly or quarterly client account statements do not contain cost information so the inclusion of 

the FER without an additional requirement to include all costs, would be misleading.  

In addition, providing fund expenses based on the TER annually in dollar terms would align with the 
frequency that Total Cost Disclosure will be provided to segregated fund investors in their annual 
statements. 
 
We are supportive of the proposed cost disclosure in dollar terms in the Annual Report on Charges and 
Other Compensation. 
 
3. Flexibility should be given when it comes to how information is reported in statements 

 
We appreciate the provision of a prototype statement in the Proposed Securities Amendments. In 
recognition that dealers have spent a considerable amount of time making updates to their account 
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statements in connection with CRM2, we believe that dealers should have flexibility in implementing the 
Proposed Requirements and not be required to conform to a predefined template in providing this 
additional disclosure, provided the requirements in the Proposed Securities Amendments are met. 
 
We note that the prototype Annual Report on Charges and Other Compensation could mislead investors 
since trailing commissions are included with other fund expenses as an aggregate number in the section 
“Investment fund company fees” and are also captured in the section on dealer compensation under the 
heading “Trailing commissions paid to us by investment fund companies”. This could lead to investors 
double counting these fees.  
 
We do not believe that trailing commissions should be included in the section of the statement or under a 
heading that reads “amount paid to investment fund companies.” This makes it seem like these fees are 
retained by the IFM instead of being passed on to the dealer.  
 
4. The Proposed Securities Amendments should outline the information that can be used for new 

funds and include standard disclosure concerning the limitations of that information 

 
The Proposed Securities Amendments should prescribe the information that an IFM can use to calculate 
the daily dollar cost per unit/share for new funds that do not have an MER or TER until the first MRFP is 
filed for that fund. The IFM should be able to use the management fee, administration fee, and any other 
fund fees disclosed in the fund’s most recent prospectus or fund facts to determine the FER and standard 
disclosure should be provided to investors to inform them that the fund expenses reported are reasonable 
estimates and may not represent what they actually paid to hold the fund. 
 
5. The amendments should contemplate that IFMs cannot provide investor-level information for 

certain funds.  

 
Unlike conventional mutual funds, IFMs do not have any information on the number of securities held by an 
Exchange-Traded Fund (ETF) investor, because ETFs trade on an exchange. While an ETF’s IFM can 
provide annualized historical MER and TER figures for the ETF to advisers and dealers, the IFM cannot 
apply those figures against each investor’s holdings in order to provide the information required by the 
Proposed Securities Amendments. The Proposed Securities Amendments should clearly outline the roles 
and responsibilities of IFMS vs. dealers when it comes to the calculation of the total amount of fund 
expenses and should recognize that where IFMs do not have visibility into the end investor, they will not be 
able to provide the total amount of fund expenses. 
 
6. The transition period should be extended. 

 
Fidelity believes that a lengthy transition period is justified by the amount of work required to build the 
systems and processes necessary to operationalize Total Cost Disclosure. We agree with the comments 
made by IFIC in respect to the challenges with the proposed transition period and refer you to the very 
detailed implementation timeline and supporting rationale discussed in their comment letter. We ask the 
CSA to give due consideration to the very thorough and thoughtful response provided by IFIC on the 
appropriate transition period. 
 
We agree with IFIC that this work cannot commence until after the final version of the amendments to NI 
31-103 is published by the CSA. We ask for a minimum transition period of 2.5 years from the date the final 
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amendments are published, plus one year for collecting and storing one full year’s worth of data required 
for the Annual Report of Charges and Other Compensation. That means that investors will first receive the 
updated Annual Report on Charges and Other Compensation in December of 2026.  
 
We feel strongly that the industry should not have a shorter transition period than what was allowed for 
CRM2, especially since the changes required to meet the Proposed Securities Amendments for Total Cost 
Reporting requires new FER data to be created. FER data at the investor level does not exist in the fund 
managers’ transfer agency system. Currently, the FER can only be calculated at the fund level on fund 
accounting systems. Fundserv does not have a file for this data point to be transmitted and will need to 
make system updates to capture this data point. In turn, dealers will need to make system updates to 
receive and store this information, perform necessary calculations at the investor account level and update 
client account statements with the additional disclosure. This is even more challenging for other types of 
investment fund providers and dealers (ETFs, prospectus-exempt funds, scholarship plans, labour-
sponsored funds and foreign investment funds) since there currently is no infrastructure - similar to 
Fundserv - for the required data transmission and retention. 
 
The CRM2 requirements did not require new data to be created since fund managers were already 
providing dealers with trailer fee information. Considering that under CRM2 the CSA provided most 
registrants with a total transition period of 3.5 years, it is very reasonable for the industry to be given a 
comparable period of time to implement Total Cost Reporting.  
 
Fidelity’s Response to Specific Questions Regarding the Proposed Securities Amendments 
 
For your ease of reference, we have reproduced the CSA’s questions in bold font below followed by our 
responses to each question. 
 

1. Do you anticipate implementation issues related to the inclusion of any of the following in 

the Proposed Securities Amendments, 

(a) exchange-traded funds, 

(b) prospectus-exempt investment funds, 

(c) scholarship plans, 

(d) labour-sponsored funds, 

(e) foreign investment funds? 

 
We appreciate that a consistent calculation methodology should be used to calculate the total cost 
of owning the funds listed above. However, please see our response under: 5. The amendments 
should contemplate that IFMs cannot provide investor-level information for certain funds and 6. The 
transition period should be extended above, where we note the challenges with providing investor-
level information for these funds. 
 

2. Would you consider it acceptable if, instead of information about each investment fund’s 

fund expense ratio (MER + TER), the MER alone was disclosed in account statements and 

additional statements and used in the calculation of the fund expenses for the purposes of 

the annual report on charges and other compensation? 
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Please see our response under: 1. If the Trading Expense Ratio (TER) is going to be reported, 
explanatory language must be provided to investors concerning the limitations of this number 
above. 

 
3. For the purpose of subsection 14.1.1(2), is the use of net asset value appropriate, or would it 

be more appropriate to use market value or another input? Would it be better to use different 

inputs for different types of funds? 

 
We believe that NAV is more appropriate than market value. 

 
4. Do you anticipate any other implementation issues related to the Proposed Securities 

Amendments? 

 
We have outlined the material anticipated implementation issues in this comment letter and we 
support the additional issues addressed in IFIC’s comment letter.  
 

5. Do you anticipate any issues specifically related to the proposed transition period? 

 
Please see our response under: 6. The transition period should be extended above. 

 
 

-------------------------------------------------- 
 
Once again, we would like to thank the CSA for the opportunity to comment on the Proposed Amendments 
and we would be pleased to discuss any of our comments.  
 
Yours sincerely, 
 
“Sian Burgess” 
 
Sian Burgess 
SVP, Fund Oversight 
Fidelity Investments Canada ULC  
 
c.c. Rob Strickland 
       President 
       Fidelity Investments Canada ULC 
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Dear Sirs/Mesdames: 

Re: CSA Notice and Request for Comment  

Proposed Amendments to National Instrument 31-103 Registration 

Requirements, Exemptions and Ongoing Registrant Obligations and to 

Companion Policy 31-103CP – Total Cost Reporting for Investment 

Funds and Segregated Funds published for comment on April 28, 2022 

(the Proposed Amendments and Total Cost Reporting) 

Comments of Borden Ladner Gervais LLP and AUM Law Professional 

Corporation 

 

We are pleased to provide the members of the Canadian Securities Administrators (CSA) with 

comments on the above-noted Proposed Amendments. Our comments are those of the individual 

lawyers in the Investment Management practice group of Borden Ladner Gervais LLP as well as 

the lawyers with AUM Law Professional Corporation (AUM Law) listed below, and do not 
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necessarily represent the views of BLG, AUM Law, other BLG or AUM Law lawyers or our 

respective clients.   

In preparing this comment letter, we have reviewed the draft comment letters prepared by the 

Investment Funds Institute of Canada (IFIC) and the Portfolio Management Association of 

Canada, as well as other industry participants. As long-time legal advisers to industry 

participants, we are providing our comments on the Proposed Amendments not only to provide 

our own thoughts, but also to support the commentary provided in the above-noted comment 

letters. As with the other commentators, we do not necessarily disagree with the underlying 

objective of the CSA with the Proposed Amendments - that is, to further investors understanding 

of the costs of their investments in investment funds, but we consider it imperative that the CSA 

take seriously the comments provided, including: i) a need for further direct consultation by the 

CSA on the operational challenges inherent with the Proposed Amendments; and ii) a need for a 

realistic transition period, assuming the CSA decides to move forward. 

Need for Continued Consultation on the Proposed Amendments and a Realistic Transition 

Period 

1. As noted in the various draft comment letters we have reviewed, we strongly recommend 

that further direct consultation by the CSA is necessary with a committee of industry 

participants, including Fundserv and the various trade associations.  In this way, the CSA 

will not only understand the operational and other challenges inherent with the Proposed 

Amendments, but it may be possible to develop a realistic way to provide investors with 

information that will be meaningful for them.  In our view, the Proposed Amendments 

propose a theoretical way to achieve “total cost reporting”, but in ways that are not 

practical or possible using the existing systems in place in the industry.  It is not currently 

practical or appropriate for the CSA to expect the necessary information to be provided 

through manual “sharing” of information, which is how the Proposed Amendments have 

been drafted.  Some systematic approach must be developed, given that one does not exist 

at present.  This will take time to develop.   

2. As the trade associations have previously explained, including with the Proposed 

Amendments, given the costs associated with developing new systems and approaches 

and competing priorities, industry participants cannot develop new systems until they 

know final rules.  As such, it is not appropriate for the CSA to suggest that industry 

participants begin now to develop the necessary systems to implement the Proposed 

Amendments. The Proposed Amendments are merely “proposed” rule changes – they are 

not final rules and are subject to change, even though the CSA may be determined to 

make the Proposed Amendments final as soon as possible. It is incumbent on the CSA to 

review carefully the comments on the Proposed Amendments and consider whether the 

costs of the Proposed Amendments are proportionate to their perceived benefits and 

consider whether changes should be made to the Proposed Amendments.  We do not 

consider that the CSA has done enough consultation to be able to make that determination 

at this time.  

3. A realistic transition period is critical.  In addition to our above-noted comments, we urge 

the CSA to take into account the various regulatory priorities facing the industry before 

moving forward so quickly with the Proposed Amendments.  We note that industry 
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participants are still working to ensure that the Client Focused Reforms are appropriately 

implemented, including responding to regulatory compliance reviews on this 

implementation.  The various dealers will also be required to consider the SRO 

consolidation being implemented in 2023, as well as industry participants tackling the 

challenges inherent in moving to T + 1 and even if Canada does not make this change, 

industry will need to deal with the US moving to T+1.  In our view, we do not consider 

that the CSA has made enough of a case for aggressively moving forward with the 

Proposed Amendments, particularly in light of the other priorities listed in the CSA 2022-

2025 business plan, which will also take time to review and consider implementation.  

Determine what Information is Relevant to Total Cost Reporting 

4. We agree with the various industry submissions that including a new metric “fund 

expense ratio”, being the combined MER and TER, to the monthly/quarterly account 

statements for each fund in which the accountholder invests, will be problematic and 

confusing to investors.  We do not consider that the CSA has made a supportable case for 

providing this information on account statements, which will be the only investment 

“cost” information provided on these statements and so may be confusing to investors.  

For investment funds subject to National Instrument 81-106, this information is already 

publicly available, and the Proposed Amendments suggest a new metric, so that the 

information will not line up with the information available to investors as required by NI 

81-106. In short, multiple, and possibly conflicting, cost reporting delivery channels may 

serve to increase client confusion rather than reduce it. We recommend that further 

consultation be undertaken by the CSA in conjunction with the long-promised review of 

NI 81-106.  We do not consider the mandatory disclosure of this information on account 

statements is the answer to the perception that investors do not access the information 

already provided to them via the NI 81-106 statements.  

5. If the CSA wishes to proceed with total cost reporting on the annual statements, we 

consider it critical that the CSA allow fund managers to provide cost information about 

their funds in ways that are realistic and systematic for all industry participants. It may be 

necessary for the CSA to accept that this information can be provided for some funds 

(public investment funds for instance) at an earlier stage that others (ETFs and investment 

funds offered via private placements).  More consultation is required in order to land on 

an appropriate systematic way for fund managers to make this information available to 

dealers and advisers, and as noted it may be possible for this information to be 

disseminated via existing systems in place within Fundserv, which will not catch all 

investment funds for the reasons set out in the various trade association comment letters. 

6. Subject to the above comment, we agree that this information would fit with the 

information already provided in the annual CRM2 costs/performance reports. 

Remove Liability on Dealers/Advisers in Relying on Information Provided Systematically 

7. The Proposed Amendments put a responsibility on dealers and advisers to consider 

whether the information about the costs of investing in investment funds provided by fund 

managers is reasonable and reliable. Cost information from an investment fund would 

likely be seen as a “material fact” under existing securities laws and as recently reinforced 
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by the client focused reforms initiative, requiring a dealer or adviser to consider and 

potentially override material fact disclosure of an investment fund may create a whole 

host of legal and regulatory difficulties. This obligation should be removed from the 

Proposed Amendments.  If the industry, with the CSA, land on a way for fund managers 

to systematically provide information that can be used by dealers and advisers, other than 

ensuring that the statements include the correct information, it should not be up to these 

registrants to undertake any form of additional due diligence to determine whether this 

information is reasonable and/or correct. This should not be necessary and would 

otherwise put an undue burden on dealers and advisers.   

Realistic to Move Forward with Public Investment Funds at This Time and Conduct Further 

Consultation on other Investment Funds 

8. The Proposed Amendments would require total cost reporting for privately placed 

investment funds, “foreign” investment funds, and publicly offered investment funds. The 

CSA should undertake specific consultation on the realistic ability for managers of private 

investment funds, including non-Canadian investment funds, to provide such reporting. 

Final rule amendments should not be put in place for non-public investment funds, if it is 

found, through such specific consultation that this information would be unduly 

burdensome to obtain or be provided by these fund managers.  Indeed, to apply these 

requirements to non-Canadian fund managers will give rise to an extra-territoriality 

application of Canadian regulation, which, when coupled with difficulties in ensuring 

compliance, is a problem.  Given that the investors in non-Canadian managed funds are 

generally accredited/institutional investors and have a different relationship with their 

funds than retail investors in public funds, we consider the burdens of providing this 

information to be disproportionate to the perceived benefits.  

9. We also query whether the Proposed Amendments have taken into account scenarios 

where investment funds are part of managed accounts (and “all-in” fees are paid by 

investors) vs direct investments in investment funds.  We wonder if the objectives of the 

CSA will be achieved – that is, will investors be able to understand the different 

disclosures provided to them, which will differ depending on the type of account they 

hold.  

Consider Unintended Consequences 

10. As part of the above-noted consultation, we consider it very important for the CSA to 

consider whether the Proposed Amendments in their current form will push dealers and 

advisers to further reduce the diversity of investment funds they offer to investors, given 

the burdens of obtaining the data to provide total cost reporting.  This returns us to our 

central proposition that it is critical that the CSA consult with industry and seek to 

understand the operational requirements required to underpin the Proposed Amendments 

and to work with industry to develop a realistic and systematic approach to providing 

investors with relevant and useful information, before the Proposed Amendments are 

made final.  

++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++ 
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We hope that the CSA consider our comments as positive and helpful to advance the CSA’s 

considerations of the important matters outlined in the Proposed Amendments.   

Please contact Rebecca Cowdery at rcowdery@blg.com and 416-367-6340 if you have any 

questions on our comments or wish to meet with us to discuss any or all of our comments. 

Yours very truly, 

Borden Ladner Gervais LLP 

Rebecca Cowdery     Donna Spagnolo     Michael Taylor 

AUM Law Professional Corporation 

Kimberly Poster    Richard Roskies   

 



July 27, 2022 

VIA EMAIL 

Me Philippe Lebel 
Corporate Secretary and Executive Director, Legal Affairs 
Autorité des marchés financiers 
Place de la Cité, tour Cominar 
2640, boulevard Laurier, bureau 400 
Québec (Québec) G1V 5C1 
Fax: 514-864-6381 
consultation-en-cours@lautorite.qc.ca  

The Secretary 
Ontario Securities Commission 
20 Queen Street West 
22nd Floor, Box 55 
Toronto, Ontario 
M5H 3S8 
Fax: 416-593-2318 
comment@osc.gov.on.ca  

Dear Sirs/Mesdames: 

RE: Request for Comment – Total Cost Reporting for Exchange Traded Funds  

The Canadian ETF Association (CETFA) welcomes the opportunity to provide feedback on the 
Request for Comment regarding proposed amendments to National Instrument 31-103 Registration 
Requirements, Exemptions and Ongoing Registrant Obligations and Companion Policy 31-103CP 
Registration Requirements, Exemptions and Ongoing Registrant Obligations (the Proposed Securities 
Amendments) concerning proposed enhanced cost disclosure reporting requirements for investment 
funds published by the Canadian Securities Administrators (CSA) on April 28, 2022, specifically as 
they relate to exchange-traded funds (ETFs).  

CETFA is the only ETF association in Canada and represents members comprising 95% of the ETF 
assets under management in Canada.  The mandate of CETFA is to support the growth, sustainability 
and integrity of Canada’s ETF industry on behalf of our members, who are typically ETF managers. 
Based in Toronto, Canada, CETFA is the only ETF association in Canada, and the first of its kind in 
the world.   

We would like to address the topics outlined below. 

1. It is not sufficient to report the management expense ratio (MER) alone; the trading expense 
ratio (TER) should also be reported and used in the calculation of the fund expenses for the 
purposes of the annual report on charges and other compensation. 
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Although there may be some disadvantages associated with reporting TER, on balance we consider 
that reporting MER alone would not allow investors to compare a full and accurate picture of the 
costs associated with different products. Further, listing both MER and TER separately (instead of 
as a single combined ratio) provides investors with information about how the different features of 
products drive costs. There is a wide divergence in the TER for products with different features, 
especially ETFs. For example, TER is higher for ETFs that hold a higher proportion of equities as 
opposed to fixed income securities. TER is also higher for ETFs that have a higher portfolio 
turnover rate. TER is also generally higher for an ETF class or series of a conventional mutual fund 
than for an otherwise comparable standalone ETF. Consequently, reporting MER and TER 
separately provides investors with superior information, as compared with reporting MER alone or 
reporting a fund expense ratio (FER) that combines MER and TER.

2. A longer transition timeframe for the Proposed Securities Amendments is warranted, in light 
of the other complex industry initiatives scheduled for implementation in or about 2024 and 
the operational and logistical hurdles the industry will need to address prior to 
implementation. 

The CSA has proposed that the Proposed Securities Amendments will come into force in 
September 2024. For the securities sector, investors would receive the first quarterly account 
statements containing the newly required information for the period ending in December 2024, and 
the first annual reports containing the newly required information for the reporting period ending in 
December 2025.  In December 2021, the Canadian Capital Markets Association announced its 
plans to facilitate shortening Canada’s standard securities settlement cycle from two days after the 
date of trade (T+2) to one day after the date of the trade (T+1) within the first half of 2024.1

Further, the CDS Post-Trade Modernization project is scheduled for implementation in late 2024. 
This project will deliver an integrated technology platform for the TMX-CDS systems including: 
clearing, settlement, depository, corporate actions and risk.  

The investment fund manager (IFM) of an ETF does not have access to any information regarding 
the identities of the investors in the ETF; only advisers and dealers have access to this information. 
While an ETF’s IFM can provide annualized historical MER and TER figures for the ETF to 
advisers and dealers, the IFM cannot apply those figures against each investor’s holdings in order 
to provide the information required by the Proposed Securities Amendments. Only the adviser or 
dealer through which an investor holds ETF securities is able to perform the requisite calculations 
for that investor. Building the systems infrastructure necessary to automate the required 
calculations is likely a significant undertaking for advisers and dealers that will require substantial 
time and resources. 

It is not clear how the MER and TER figures for each product will flow from IFMs to advisers and 
dealers. It should be noted that, unlike conventional mutual funds, ETFs do not trade on Fundserv. 
Consequently, to the extent Fundserv will facilitate the flow of information for conventional mutual 
funds, an alternative mechanism will be required for ETFs.  

1 The announcement can be found at: https://ccma-acmc.ca/en/wp-content/uploads/Canada-Announces-Faster-

Securities-Settlement-December-1-2021.pdf  
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The Proposed Securities Amendments do not address foreign ETFs. Advisers and dealers will need 
to determine whether it is possible to compel foreign IFMs to provide the required information in 
the required format and, if it is possible, the appropriate methodology for doing so. The Proposed 
Securities Amendments should provide guidance to advisers and dealers in this regard and the 
implementation timeframe should account for the time and resources that will be required to 
address this issue.  Further, it should be noted that foreign ETFs may be reluctant to provide the 
required information and, if an exemption from these requirements is not provided for foreign 
ETFs, dealers may no longer permit their clients to hold foreign ETFs. 

As at December 2021, 15.5% or $63.9 billion of the $412.5 billion of ETFs owned by Canadian 
investors (retail and institutional) were U.S.-listed ETFs.  Of the 15.5% nearly 40% were U.S.-
listed ETFs of ETF providers with no Canadian affiliate.  It will be difficult to enforce a Canadian 
regulation on U.S. ETF providers, their service providers or depositories, to provide the required 
information. Further, the concept of a MER does not exist in the U.S.; instead, the U.S. concept is a 
total expense ratio (TER) which is a distinct concept from the trading expense ratio (TER) 
connoted by the same acronym in Canada. Incorporating the U.S. total expense ratio concept into 
investor statements would further confuse investors.   

Significant resources will be required to facilitate each of the complex industry initiatives 
scheduled for implementation in or about 2024 simultaneously. Further, significant time and 
resources will be required to address the operational and logistical hurdles the industry will need to 
address prior to implementing the Proposed Securities Amendments. A longer transition timeframe 
for the Proposed Securities Amendments is warranted.  

3. Disclosure clarifying that the cost figures reported are annualized estimates based on the 
historical MER and TER of the fund and actual costs incurred may be materially different 
should be included. In addition, clarification on disclosure requirements for new products is 
needed.  

As a result of the calculation methods prescribed by securities regulations, the MER and TER 
figures IFMs provide for existing products will necessarily be historical and represent annualized 
figures. Additionally, the time period a given investor has held securities of an ETF for will not 
always align with the time period used for calculating the MER and TER. This is particularly 
relevant if the reporting period of an ETF ends prior to the reporting period of the statement 
disclosing costs. For example, where an ETF has a September 30 year-end but the statement covers 
the calendar year ending December 31, the December 31 statement will use MER and TER figures 
as of the prior September 30 to calculate the cost figures. As a consequence, the cost figures will 
necessarily be estimates and investors should be made aware of this fact.  

From a disclosure perspective, we suggest adding a footnote to clarify that the figures are estimates 
based on the historical MER and TER of the fund and reflect the estimated costs that could be 
incurred in connection with the investor’s holdings. The footnote should also explain that actual 
costs could be materially different than those listed. Actual costs could be lower due to the impact 
of householding and management fee rebates.  
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Further, the Proposed Securities Amendments do not account for new products where such 
historical information may not be available.  Clarification on disclosure requirements for new 
products would be helpful. 

4. The requirement that an IFM must not rely on the previously publicly disclosed MER and 
TER information if it is outdated or if the IFM reasonably believes doing so would cause the 
information in the statement or report to be misleading should be struck from the Proposed 
Securities Amendments. 

The Proposed Securities Amendments would allow IFMs to rely on publicly available information 
disclosed in an investment fund’s most recently published fund facts document, ETF facts 
document, prospectus or management report of fund performance, unless this information is 
outdated, or the IFM reasonably believes that doing so would cause the information reported in the 
statement or report to be misleading.  

Current regulation requires an ETF’s MER and TER are disclosed twice a year in the ETF’s 
management reports of fund performance (MRFPs). Audited MER and TER figures are reported 
once per year in an ETF’s annual MFRP, which must be filed within 90 days of the ETF’s year-
end. Unaudited MER and TER are reported once per year in an ETF’s interim MRFP, which must 
be filed within 60 days after an ETF’s second quarter-end. Since most ETFs have a December 31 
year-end, each year most ETFs report MER and TER (as of December 31) in or about the end of 
March and MER and TER (as of June 30) in or about the end of August. ETF facts documents are 
required to disclose the MER and TER figures as disclosed in the most recently filed MRFP.  

The requirement that an IFM must not rely on previously publicly disclosed MER and TER 
information if it is outdated or if the IFM reasonably believes doing so would cause the information 
in the statement or report to be misleading should be struck. As a result of the regulated MRFP 
disclosure intervals discussed above, at the time dealers and advisers prepare their December 31 
client statements, the most recent MER and TER figures available for most ETFs will be as of the 
previous June 30 (i.e. six months old).  

Consequently, the requirement would, in some circumstances, require IFMs to revise the MER and 
TER figures for an ETF between already regulated disclosure intervals. For example, performance 
fees can cause the MER of an ETF to change depending on when the performance fee is paid. 
Further, if a certain expense is eliminated between regulated disclosure intervals, such elimination 
will not be accounted for. In such instances, the proposed rule would require IFMs to revise MER 
and TER between regulated disclosure intervals to account for these changes. This is an 
unnecessary additional regulatory burden.  

We also note that TER is driven by portfolio transactions executed by ETFs. The number of 
portfolio transactions will vary from year to year and it is not possible for an IFM to determine at 
any point whether the current TER will be the same as the publicly disclosed TER. 
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5. Annual reporting may be more appropriate than monthly or quarterly reporting.  

As discussed above, current regulation requires ETFs to report MER and TER twice per year in the 
ETF’s annual and interim MRFPs. Requiring monthly/ quarterly reporting of FER, MER and/or 
TER in account statements and additional statements is burdensome and could be misleading. 
Monthly or quarterly statements are intended to disclose transaction activity and do not contain cost 
information. Including cost information on these statements may not provide a complete picture of 
all costs. For example, an ETF’s FER, MER and/or TER may not reflect all fees paid by the 
investor (e.g. adviser fees that are paid outside the fund). As a result, the investor may be mislead 
as to the total costs they are paying. Conversely, disclosing FER, MER and/or TER in the annual 
report would align with investors’ expectations that such report contains information on the costs 
associated with their investment. For this reason, annual reporting of FER, MER and/ or TER may 
be more meaningful for investors.  

Thank you for this opportunity to express our comments about the Proposed Securities Amendments. 

If you have any questions or if we can be of any other assistance, please do not hesitate to contact Pat 
Dunwoody, Executive Director of the CETFA, at (647) 256-6637 or at patdunwoody@cetfa.ca. 

Yours truly, 

CANADIAN ETF ASSOCIATION 

By:_______________________ 

Pat Dunwoody 
Executive Director 
Canadian ETF Association 
patdunwoody@cetfa.ca
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Place de la Cité, tour Cominar  
2640 boulevard Laurier, bureau 400 
Quebec (Quebec) G1V 5C1 
Fax: 514 864-6381 
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and 
 
The Secretary 
Ontario Securities Commission 
20 Queen Street West 
22nd Floor, Box 55 
Toronto (Ontario) M5H 3S8 
Fax: 416 593-2318 
comment@osc.gov.on.ca  
  
 
Object: Draft Regulation to amend National Instrument 31-103 Registration Requirements, 
Exemptions and Ongoing Registrant Obligations - Total Cost Reporting for Investment Funds and 
Segregated Funds 
  
Dear Sirs/Mesdames, 
  
We are sending you this comment letter in response to the publication of the draft Regulation to 
amend National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant 
Obligations - Total Cost Reporting for Investment Funds and Segregated Funds (hereafter the “Draft 
Regulation”) published in the notice of consultation dated April 28, 2022 (hereafter the “Notice of 
Consultation”). This letter is sent to you on behalf of National Bank of Canada, as well as its 
subsidiaries: National Bank Financial, National Bank Independent Network, National Bank 
Investments, National Bank Direct Brokerage and National Bank Trust, which will be impacted in 
different ways as dealers, advisors, investment fund managers and service providers.   
 



We appreciate the opportunity to provide you with comments before the adoption of this Draft 
Regulation. First, we would like to bring to your attention some elements outlined below with regards 
to the proposed amendments that will impact the securities sector. Second, you will also find herein 
our comments to the questions posed in the Notice of Consultation. 
 
While we agree with the principle of the proposed amendments of ensuring enhanced transparency 
on total costs to investors, and especially ensuring the client’s best interests, we see some practical 
concerns with the implementation of certain elements listed below e.g., Account Statement and 
particularly the proposed timeline. We participated in the IIAC and IFIC working groups pertaining to 
the Draft Regulation and we generally support their comments. 

 
Account Statement Proposals 

We submit that the obligation to include the fund expense ratio in periodic account statements is 
duplicative and does not add significant value, compared to the publication by investment fund 
managers of the data required in the fund facts or ETF facts documents, for example. The quantity of 
data provided in each statement is more likely to cause confusion than anything else, by diluting the 
information included in the periodic statement, the primary objective of which is to consolidate 
activity for the period. Any investor who wants to know what fees are applicable for a fund can refer 
to different documents that are already available. The complexity of the changes required to provide 
accurate information in a timely manner within the broad spectrum of the systems used by 
investment fund managers, dealers and advisers, far exceeds the benefits that could result from 
them. We believe it is sufficient to present this information in the annual reports on charges and 
other compensation. 

 
Particular Challenges 
  
As you know, information about certain types of funds is not always readily accessible or even 
available; this is particularly true for foreign investment funds. We wonder about the feasibility of, 
and the time required for, obtaining this information. 
  
We believe that the Draft Regulation should be amended, namely, to provide the following: 

 A maximum period of time, reasonable for all stakeholders, for investment fund managers to 
provide information to dealers/advisers; 

 Dealers/advisers should be able to rely on the information provided to them without having 
to make additional validations. The information provided by investment fund managers 
should be relied on; there is no reason for dealers/advisors to believe it is incomplete or that 
it would be misleading.  

  



Deployment Timeframe 
  
Considering that these changes imply, among other things, significant changes to various IT systems 
owned by third parties, we have serious concerns about the proposed transition period of 18 months. 
We believe that an additional period of at least 12 to 18 months is required to properly implement 
the proposed changes under the Proposed Regulation. Labor shortage issues, and the very high 
number of regulatory changes to be deployed (which are not limited to changes promulgated by the 
CSA), do not allow us to accelerate the pace to begin work before the adoption of the final rules, as 
the CSA have suggested. Moreover, doing so would eliminate the relevance of the current regulatory 
consultation exercise which is critical to the success of regulatory improvements, and we are 
surprised by this suggestion.  

 
Investor Education 
 
We believe that to achieve the objective sought by this Draft Regulation, namely the enhancement 
of investor protection and awareness, investors must first have access to greater literacy in this area. 
As you pointed out in the Notice of Consultation, investors seem to have a poor understanding of the 
costs associated with owning investment funds. We believe that the success of the Draft Regulation 
is intrinsically linked to the understanding of the new information that will be communicated to them.  
  
Therefore, the implementation of new mass education initiatives on the benefits of savings, including 
the creation of new education materials, is essential; in fact, investors must be able to put the costs 
related to investment funds into perspective given their performance. Failure of investors to properly 
understand this information could, in our view, have the opposite effect to that sought by the Draft 
Regulation. 
 
 
Comments to Questions Asked in Appendix A – Specific Questions About the Proposed Securities 
Amendments 
  

1. Do you anticipate implementation issues related to the inclusion of the following in the Draft 
Securities Amendments, 
(a) exchange-traded funds, 
(b) prospectus-exempt investment funds, 
(c) scholarship plans, 
(d) labour-sponsored funds, 
(e) foreign investment funds? 
  

Yes; foreign investment funds may pose the greatest challenge, given that many of 
their investment fund managers will not be subject to the corresponding obligation 



to provide the information. Each of the foregoing will bring its own specific 
challenges that need to be assessed in detail.  
 
The frequency with which the information would be required for inclusion in 
periodic statements would pose a significant challenge. We therefore submit that 
the inclusion of this information in the annual report on charges and other 
compensation would make the exercise more feasible. 

  

2. Would you consider it acceptable if, instead of information about each investments fund's expense 
ratio (MER + TER), the MER alone was disclosed in account statements and additional statements and 
used in the calculation of the fund expenses for the purposes of the annual report on charges and 
other compensation? 
  

For ease of understanding, we believe that the use of the MER would be acceptable 
to properly inform investors. As previously stated, we believe that adding such 
information in the periodic statements may cause confusion. Investors who wish to 
know what fees apply to a fund can refer to existing documents to obtain them. The 
complexity of the changes required to all the systems of investment fund managers, 
dealers and advisers, in order to be able to provide accurate information in a timely 
manner, far exceeds the benefits that could result from them. We believe it is 
sufficient to present the information in question in the annual reports on charges 
and other compensation.   

 

3. For the purpose of subsection 14.14.1(2), is the use of net asset value appropriate, or would it be 
more appropriate to use market value or another input? Would it be better to use different inputs for 
different types of funds? 
  

We are of the view that using market value would be appropriate. 
  

4. Do you anticipate any other implementation issues related to the Draft Securities Amendments? 
  

The tremendous variety of unique cases will make this exercise excessively complex, 
on an ongoing basis. For example; the management fee rebate programs of each 
investment fund manager or the case of investment funds which are not yet a year 
old and whose the operating costs have not yet been established.  
 
We foresee significant difficulties due to the sheer number of elements to take into 
account in order to provide adequate data and minimize the risk of error to avoid 
creating confusion or inadvertently misleading investors. 

 



5. Do you anticipate any issues specifically related to the proposed transition period? 
  

As stated above, considering that these changes imply, among other things, 
significant changes to various IT systems, we have concerns about the proposed 
transition period. We suggest an additional lead time of at least 12 to 18 months. 

  
  
We thank you once again for giving us the opportunity to comment on this Draft Regulation. If you 
need any further information or have any concerns regarding the above, please do not hesitate to 
contact us. 
  
  
Yours truly, 
 
NATIONAL BANK OF CANADA 
 

 
Per:  
 Martin Gagnon 
 Executive Vice-President 
 Wealth Management 
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BY E-MAIL

British Columbia Securities Commission
Alberta Securities Commission
Financial and Consumer Affairs Authority of Saskatchewan
Manitoba Securities Commission
Ontario Securities Commission
Autorité des marchés financiers
Financial and Consumers Services Commission, New Brunswick
Superintendent of Securities, Department of Justice and Public Safety, Prince Edward Island
Nova Scotia Securities Commission
Securities Commission of Newfoundland and Labrador
Registrar of Securities, Northwest Territories
Registrar of Securities, Yukon Territory
Superintendent of Securities, Nunavut

Dear Canadian Securities Administrators:

Re: Comments on proposed Total Cost Reporting for Investment Funds

Thank you for providing us with the opportunity to comment on the proposed amendments (the 
Proposed Amendments) to National Instrument 31-103 Registration Requirements, Exemptions 
and Ongoing Registrant Obligations (NI 31-103) and Companion Policy 31-103 Registration 
Requirements, Exemptions and Ongoing Registrant Obligations published by the CSA on 
April 28, 2022 to introduce total cost reporting (TCR) for investment funds.

Our comments below reflect the views of the authors of this letter and certain other individual 
members of our firm that participated in the preparation of this letter. Our comments do not 
necessarily reflect the views of our firm or of our clients, and are submitted without prejudice to 
any position that may in the future be taken by our firm on its own behalf or on behalf of any client.

Background to our comments

Fasken Martineau DuMoulin LLP (Fasken) is a leading Canadian law firm that provides advice 
to investment fund managers, portfolio advisers, dealers and service providers across Canada. 
Currently, eleven partners at Fasken devote a substantial portion of their practice to advising clients 
on structuring, offering and managing investment fund products and related services, and are 
supported by further partners with expertise in specific fields including tax, derivatives and 



financial institution regulation. Fasken is one of the largest Canadian legal practices in the 
investment products and wealth management area. Our client base includes managers of retail 
mutual funds, exchange-traded funds, alternative mutual funds, closed-end funds, hedge funds, 
pooled funds, segregated funds, private equity funds and separately managed account services.  
We regularly assist clients with developing innovative investment products including, where 
necessary, obtaining novel discretionary relief under Canadian securities legislation and advance 
tax rulings to accommodate those products.

Our comments below are based mainly on our experience advising clients in the investment funds 
industry. Prior to submitting this letter, we also consulted with a number of industry participants 
specifically about the Proposed Amendments. Though the comments in this letter are those of 
Fasken alone, we have taken into consideration the feedback we received from those we consulted.

Substantive Issues

Below are certain fundamental questions regarding TCR that we believe should be addressed 
before the Canadian Securities Administrators (the CSA) proceed further with this initiative.

1. Please clarify why TCR is needed.

It is unclear to us from the CSA’s notice (the Notice) accompanying the Proposed Amendments 
what is the policy objective of the CSA behind TCR, and whether TCR is the best course of action 
for achieving that objective. The Notice states:

Research carried out by the Ontario Securities Commission (OSC) Investor Office and the 
Behavioral Insights Team in connection with the adoption of CRM2 shows that Canadian investors 
presented with a sample annual charges and compensation report, assumed that it included 
embedded fees associated with investment funds, when it does not include such fees.

We believe it is important that investors and policyholder be aware of all of the costs associated 
with the investment funds and segregated funds they hold as these fees can impact their returns and 
have a compounding effect over time.

TCR disregards the existing securities regulatory framework and the protections it provides for 
investors

Investment funds and the distribution channels through which they are made available are complex 
products and services. It is not surprising that there are aspects of these products and services that 
are not fully understood by retail investors. This is why investment funds and the firms and 
individuals that distribute them are subject to perhaps the most extensive regulation under 
Canadian securities laws. The default expectation of Canadian securities laws is that every retail 
investor will purchase investment funds based on the advice of a registered dealing representative 
who must satisfy extensive proficiency requirements, and comply with ongoing obligations to 
recommend only investments that are suitable for their clients. These obligation were recently 
enhanced by the Client Focused Reforms which (among other matters) expressly added (i) a 
“know-your-product” obligation on dealing representatives that includes understanding the 



embedded costs of the investment funds they recommend, and (ii) the cost structure of an 
investment fund as a factor of suitability.

In light of this regulatory framework and the specific protections it provides to investors, it is not 
clear to us why TCR is needed. We suggest that it is unrealistic to expect that retail investors, 
through TCR, will achieve the same level of understanding as dealing representatives regarding 
the cost structures of investment funds. We believe that the CSA’s concern regarding the 
misunderstanding of some retail investors is adequately addressed simply by providing the 
narrative disclosure contemplated by proposed section 14.14(5)(h), rather than the numerical data 
contemplated by TCR (most of which is not explained). Investors also can be directed to contact 
their dealing representative should they wish more information regarding fund expenses.

The CSA’s concern with “competition” is not explained

The Notice also states:

Furthermore, transparency about costs may encourage more competition, which would benefit 
investors and policyholders.

The foregoing statement suggests that current fund expenses are higher than necessary due to a 
lack of competition. We are unaware of a basis for this concern, and would ask the CSA to provide 
data regarding such a concern. Further, we believe that any change in the future selection of 
investment funds based on cost structures is likely to result from dealing representatives taking 
into account the cost structures of investment funds under the enhanced obligations summarized 
above, rather than the actions of individual retail investors. Dealing representatives do not require 
TCR in order to perform such an analysis.

2. Please clarify the behavior to be modified by TCR.

The Notice cites the previous research carried out by the OSC Investor Office and the Behavioral 
Insights Team. However, it does not identify whether the misunderstanding of some retail investors 
regarding fund expenses has resulted in inappropriate investment decisions. Behavioral science 
seeks to identify impediments causing irrational decision-making and remove those impediments. 
Often, those impediments arise from the manner in which information is presented which, if 
corrected, will lead to more rational decision-making. The Notice does not indicate how TCR is 
intended to change investor behavior.

In fact, TCR may make no difference to the investment funds selected by investors who focus 
primarily on past performance (after deduction of fund expenses) when making their investment 
decisions. In this respect, we analogize to real estate investment trusts (REITs) and mortgage 
investment corporations (MICs) which are popular alternate investments for retail investors. We 
suggest that, for both such types of issuers, investors focus their decision based almost entirely on 
the returns generated by the issuer and the volatility of the trading price of its securities, rather 
than the operating expenses incurred by the issuer that reduce its returns, even though in many 
cases such issuers are charged management fees similar to investment funds. We believe that 
investors use a similar approach when assessing the merits of investment funds such that fund 



expenses are largely irrelevant to their investment decisions. The higher fund expenses of an 
investment fund are likely to be disregarded by investors where the performance of the investment 
fund exceeds that of its peers. We therefore question whether TCR will change investment 
decision-making.

Before proceeding further, we suggest that the OSC Investor Office and the Behavioral Insights 
Team conduct further research to confirm whether TCR will change investment decision-making 
patterns by retail investors.

3. Please clarify whether the CSA have identified and considered possible unintended 
consequences from TCR.

As noted above, it is unclear what investor behavior the CSA seek to change through TCR. If the 
CSA’s expectation is that TCR may lead investors to select investment funds with lower fund 
expenses, this also could lead to undesirable changes in investor behavior. For example:

(a) Investors may begin selecting investment funds with lower fund expenses without 
taking into account the effect of the selection on the risk-return profile of the 
investor’s portfolio.

(b) Investors may shift in greater numbers to order execution only dealerships simply 
to purchase series of securities which do not include a cost of compensation to the 
dealers and dealing representatives that provide investment advice.

(c) Investors may reallocate assets from investment products to savings instruments 
which, to the investor, have no embedded costs since the opportunity cost of savings 
instruments is not disclosed to, or understood by, retail investors.

We suggest that each of the foregoing could be an undesirable consequence of TCR. Before 
proceeding further, we suggest that the OSC Investor Office and the Behavioral Insights Team 
conduct further research to assess whether TCR could cause retail investors to make undesirable 
changes to their investment decision-making.

4. Please clarify the CSA’s view on the potential benefits of TCR compared to its anticipated 
costs.

The Notice does not state whether the CSA believe the anticipated benefits of TCR will exceed its 
anticipated costs

Implementing TCR will result in significant costs to the investment funds industry. We anticipate 
that there will be both initial transition costs to set-up new systems for calculating and 
communicating the additional data contemplated by TCR, as well as ongoing costs to maintain 
those systems. The Notice did not state a view of the CSA on the anticipated benefits relative to 
the anticipated costs. We believe that the CSA objective of reducing unnecessary regulatory 
burden on market participants includes determining whether new regulatory requirements are 
proportionate to the benefits sought.



Absence of a quantitative analysis by the OSC

As well, we did not identify in Appendix I to the Notice a quantitative analysis by the OSC of the 
anticipated costs and benefits of TCR as required section 143.2(2)7 of the Securities Act (Ontario).

Accordingly, we recommend that TCR not proceed further until these views and analysis are 
provided, and affected parties are given an opportunity to review them.

5. Please reconsider the proposal to impose TCR on investment funds that are not reporting 
issuers under Canadian securities laws.

We are concerned that the proposal to require TCR for Canadian investment funds that are not 
reporting issuers (pooled funds) is unduly onerous and uncertain, which may lead dealers to 
discontinue offering pooled funds to their clients. This will be particularly true for pooled funds 
of managers with smaller amounts of assets under management that may not have the same 
resources as larger investment fund managers to build and maintain the support for dealers to 
provide TCR regarding their pooled funds. Given that investors in pooled funds must be accredited 
investors or satisfy other criteria permitting them to invest in pooled funds without a prospectus, 
we do not see a policy imperative for extending TCR to pooled funds. Our comments above 
regarding the policy objective of TCR, the anticipated costs and benefits of TCR, and possible 
unintended consequences resulting from TCR are particularly relevant in the context of pooled 
funds.

Likewise, we are concerned that the proposal to require TCR for non-Canadian investment funds 
(foreign funds) can be equally onerous and uncertain if the non-Canadian managers of those 
foreign funds do not build and maintain support for Canadian dealers to provide TCR regarding 
their foreign funds. This too could lead dealers to discontinue making foreign funds available to 
their clients. Foreign funds can be purchased by retail investors in certain Canadian jurisdictions 
only if there has been no active solicitation of retail investors in that jurisdiction1. Imposing TCR 
on those foreign funds expects a level of local activity by managers of foreign funds that is 
inconsistent with the unsolicited basis on which their foreign funds are available. Here too, our 
comments above regarding the policy objective of TCR, the anticipated costs and benefits of TCR, 
and possible unintended consequences resulting from TCR are particularly relevant in the context 
of foreign funds.

Technical Issues

In addition to the comments of a fundamental nature provided above, below are our comments of 
a more technical nature on the wording of the Proposed Amendments.

6. We note that “direct investment fund charges” are defined in the Proposed Amendments 
as amounts charged by the fund or its manager to the investor.

1 Section 3(b) of Multilateral Instrument 32-102 Registration Exemptions for Non-Resident Investment Fund 
Managers.



(a) Other provisions in the Proposed Amendments refer to amounts charged by the 
fund, its manager “or any other party”2. Please clarify whether amounts charged by 
other parties such as dealers, registered plan administrators and custodians are 
intended to be included since those “other parties” are not included in the definition 
of “direct investment fund charges”.

(b) If the response to the foregoing comment is positive, then we recommend that the 
definition of “direct investment fund charges” be amended to include “other 
parties”, and also provide clarification of any “other parties” not intended to be 
included.

7. We note that the amounts reportable under proposed section 14.17(1)(j) are described as 
direct invest investment fund charges charged “in relation to securities of investment funds 
owned by the client”.

(a) Please clarify whether this wording is intended to exclude amounts charged to the 
client’s account as a whole (such as fees of registered plan administrators and 
custodians).

(b) If the response to the foregoing comment is positive, please also clarify that such 
fees may be proportioned based on the value of investment fund securities versus 
non-investment fund securities in the account.

8. Please clarify whether the carve-out in the definition of “direct investment fund expenses” 
for amounts included in “the investment fund’s fund expenses” is intended to be the same 
as amounts included in its fund expense ratio (i.e., its management expense ratio plus 
trading expense ratio). If yes, then we recommend changing the words “investment fund’s 
fund expenses” (which are not defined) to the words “fund expense ratio” (which are 
defined).

9. Proposed section 14.17(6) prescribes the methodology for calculating the total fund 
expenses as the daily cost factor [MER+TER X NAVPU] X number of units.

(a) Please clarify whether this calculation is intended, as stated, to apply to all of 
section 14.17(1)(i), or only to the calculation in section 14.17(1)(i)(b). We note that 
section 14.17(6) provides a formula to be used where “A” cross-references 
section 14.1.1(2) which only includes the fund expense ratio. This would provide 
an accurate calculation for the amounts in section 14.17(1)(i)(b), but we do not 
believe it would be correct for expenses charged directly to the investor described 
in section 14.17(1)(i)(a). If the intention is to cover both items of 
section 14.17(1)(i), we suggest a formula equivalent to section 14.1.1(2) may need 
to be added for the portion of the total amount of fund expenses derived from direct 
investment fund charges.

2 See proposed sections 14.17(1)(i)(a) and 14.17(1)(j).



(b) Please also clarify whether sections 14.17(1)(i)(a) and (b) are intended to be 
conjunctive (“and” versus “or”)? As currently drafted, it appears that the total 
amount of fund expenses is one or the other item, rather than the sum of both items.

(c) We note that section 14.17(6) states that these amounts are to be “added together 
… for each day that the client owned” the investment fund. For greater clarity, we 
suggest that the Proposed Amendments include a defined term for such daily 
amounts, such as a “daily total fund expense”, and reword section 14.17(6) to refer 
to the sum of all the daily total fund expenses.

10. The prescribed narrative disclosure in proposed section 14.17(1)(n) regarding deferred 
sales charges cross-references the redemption fee schedule in the investment fund’s 
prospectus or fund facts. However, the current simplified prospectus and fund facts will 
not include this disclosure now that deferred sales charge options are no longer offered. As 
well, deferred sales charge schedules sometimes change. We recommend that this section 
instead cross-reference the prospectus or fund facts “at the time you purchased your units 
or shares”.

* * * * * * * *

Thank you in advance for your consideration of the above commentary. Should you have any 
questions or wish to discuss the above commentary, please contact the undersigned. 

Yours truly,

(signed) “Garth Foster”
Garth Foster, Partner
416-868-3422
gfoster@fasken.com

(signed) “Élise Renaud”
Élise Renaud, Partner
514-397-7524
erenaud@fasken.com

(signed) “John Kruk”
John Kruk, Partner
416-868-3512
jkruk@fasken.com
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RE: Total Cost Reporting for Investment Funds and Segregated Funds 


The Federation of Mutual Fund Dealers (“Federation”) has been, since 1996, Canada’s only 
dedicated voice of mutual fund dealers. We currently represent dealer firms with over $124 
billion of assets under administration and greater than 24 thousand licensed advisors that 
provide financial services to over 3.8 million Canadians and their families. As such we have a 
keen interest in all that impacts the dealer community, its advisors, and their clients. 


VIA EMAIL ONLY



The Federation is pleased to provide comments on the proposed amendments to NI 31-103 and 
31-103 CP.  

General comments


The Federation supports providing additional clarity to investors on the costs of providing them 
with professionally managed products and advice. Our association and industry more broadly 
have diligently worked hand in hand with regulators to successfully implement many changes 
and enhancements for more than two decades, and we are pleased to continue to do so. 


We have no comments upon the Proposed Insurance Guidance, other than to note the 
requirements should be harmonized both between all insurers, and between segregated and 
mutual fund guidance to the extent practicable. 


We have found with changes throughout the years that some are procedural, and some are 
technical; while others can require extensive project management and outsourced 
programming, presenting extensive cost and standardization challenges. This is one of the 
latter, and we appreciate your thoughtful interaction and patience as we all work through the 
details of how the benefits of these proposals can be realized successfully. 


We briefly note for parties casting aspersions at industry that it would reflect positively to 
instead contribute towards the enormous collaborative effort involved in bringing new 
regulatory requests to fruition. 


SPECIFIC QUESTIONS REGARDING THE PROPOSED SECURITIES AMENDMENTS


1. Do you anticipate implementation issues related to the inclusion of any of the following in the 
Proposed Securities Amendments, (a) exchange-traded funds, (b) prospectus-exempt investment 
funds, (c) scholarship plans, (d) labour-sponsored funds, (e) foreign investment funds?


Regarding the listed product types, there will be additional issues insofar as they don’t transact 
with Fundserv. There is currently no mechanism to support ETF and the transactions of other 
product categories, or to provide their Fund Expense Ratio data to dealers via the Fundserv 
network. 


Non-Fundserv products may be challenged in providing data, necessitating a ‘many-to-many’ 
approach from manufacturers to dealers resulting in a significant data consolidation 
requirement. Dealers may need to decide between purchasing 3rd party data (if it exists, or 
becomes available) and removing products. We expect some non-Fundco products to be deleted 
from product shelves, particularly non-Canadian products.


Products that do enjoy the advantages of using Fundserv will be subject to its timeline to 
modify the platform, as will dealerships. We understand Fundserv may not currently have the 
ability to accommodate the necessary changes, and will need to undertake development 
according to their tried and tested process that prevents failures on this critical platform. 
Integrating with these development changes will be needed for all mutual and segregated fund 
providers.




The new values also need to successfully cascade step by step throughout service and 
statement providers, dealer systems, online portals, print providers, etc. Many will need to be 
modified, all at some cost.


We are optimistic that major fund companies will be able to develop software solutions to 
provide compliant data for their mutual funds, and presuppose they could leverage those 
learnings to work towards solutions for their ETFs, assuming it becomes possible to do so, 
given that ETF manufacturers are not necessarily in possession of unitholder information.  

2. Would you consider it acceptable if, instead of information about each investment fund’s 
fund expense ratio (MER + TER), the MER alone was disclosed in account statements and 
additional statements and used in the calculation of the fund expenses for the purposes of the 
annual report on charges and other compensation?


We would consider this acceptable, although not preferable, as it may create a need for dealer 
and advisor support to explain the differences to clients. 

3. For the purpose of subsection 14.14.1(2), is the use of net asset value appropriate, or would 
it be more appropriate to use market value or another input? Would it be better to use different 
inputs for different types of funds?


We don’t have a preference, and defer to manufacturers as to what is most accurate and 
reasonable to implement for this requirement. We do wish to see a harmonized value used for 
equivalent products to reduce the possibility of errors in assessing, describing and evaluating 
them. 

4. Do you anticipate any other implementation issues related to the Proposed Securities 
Amendments?


We have no additional remarks on implementation issues at this time. 

5. Do you anticipate any issues specifically related to the proposed transition period?


There are simultaneous significant regulatory requirements coming due in 2024. While we 
agree that fee disclosure is an important initiative, we request the flexibility to allow our 
collective staffs to focus on T+1 until the expected implementation in (or before) September 
2024, and have some additional time to stagger this project’s completion date. This may align 
more closely with Fundserv’s development processes and allow industry to fully dedicate the 
capital and staffing required for the disclosure enhancement to launch as flawlessly as possible.


In conclusion, during a time of fast paced and extensive regulatory change across all facets of 
the securities industry, from product and conflicts, CE, Titles, Privacy, Cybersecurity, SRO 
consolidation, and T+1 planning, testing and implementation - the last thing the industry wants 



in its ongoing relationship with regulators is to under-estimate the challenge of implementing 
this initiative. It would be worthwhile for all parties to take the necessary time to probe and  
fully evaluate the depth of changes and costs required for a robust and reliable rollout.


We trust that we can all continue to work together between the regulators and industry to 
successfully implement this regulatory change. We are only requesting a timeline that is 
practical from a project management, testing, and cost perspective. 

Respectfully, 

MATTHEW LATIMER 
Executive Director


(647) 772-4268 
matthew.latimer@fmfd.ca


www.fmfd.ca
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Dear Sirs/Mesdames, 
 
Re:  Canadian Securities Administrators (CSA) 

Canadian Council of Insurance Regulators (CCIR) 
 Total Cost Reporting for Investment Funds and Segregated Funds 
 
On behalf of Advocis, The Financial Advisors Association of Canada, we are pleased to provide 
the following comments on Total Cost Reporting for Investment Funds and Segregated Funds. 
Advocis shares the CSA and CCIR’s goal of improving disclosure for clients. 
 

1. ABOUT ADVOCIS 
 
Advocis is the association of choice for financial advisors and planners. With over 17,000 
member-clients across the country, we are the definitive voice of the profession. Advocis 
champions professionalism, consumer protection, and the value of financial advice. We 
advocate for an environment where all Canadians have access to the professional advice they 
need.  
 
Advocis members advise consumers on wealth management; risk management; estate, 
retirement and tax planning; employee benefits; and life, accident and sickness, critical illness 
and disability insurance. In doing so, Advocis members help consumers make sound financial 
decisions, ultimately leading to greater financial stability and independence. In all that they do, 
our members are driven by Advocis’ motto: non solis nobis – not for ourselves alone. 
 

2. OUR COMMENTS 
 
Advocis believes that regulatory requirements should centre on the client experience. The goals 
of total cost reporting can best be achieved through a simple and easily understood disclosure 
process. 
 
At the same time, for regulatory requirements to be effective, obligations must be imposed on 
entities that have the capacity to fulfill those obligations. Registered dealers and advisors are 
entirely reliant upon the information provided by fund managers in providing disclosure to their 
clients. The proposal places obligations on securities dealers and advisors that they are unable 
to discharge. 
 
We would also appreciate clarification around the meaning of significant costs when a 
policyholder withdraws the full market value of the segregated fund. 
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a. Effective, Simple Disclosure 
 
When an investor considers a financial product, they need to understand two fundamental 
concepts in relation to the investment: the risk and the reward. To be useful, both initial and 
ongoing disclosure must provide the investor with the information needed to assess the risk 
and reward of the financial product in a straightforward and understandable manner. Fees are 
important because they impact a product’s risk/reward characteristics. 
 
The regulatory objective must be to provide the investor with the information needed to assess 
risk/reward in the most accessible way possible. 
 
We know that consumers do not read lengthy contracts or disclosure documents.1 To be 
effective, disclosure must be short, clear, and written in plain language. Unnecessary or 
redundant information should be eliminated. 
 
The Ontario Securities Commission’s Behavioural Insights Team has specifically examined 
barriers which prevent investors from understanding and acting upon fee disclosure 
information.2 
 
Among several concrete recommendations, the Behavioural Insights Team suggests: 
 

“Eliminate non-essential or redundant information. One way to reduce 
cognitive load is by eliminating non-essential or redundant information 
presented in the Annual Fee Report.”3 

 
Although the Behavioural Insights Team did not find any significant benefit from removing 
disaggregated fee information,4 the current proposal calls for even more information fields to 
be provided to investors. We worry that this additional disaggregated information may form a 
barrier to investor comprehension. 
 
The Behavioural Insights Team also recommends using plain language and presenting important 
information up front.5 
 

 
1 For instance, one study found that only 1-2 retail consumers out of 1,000 (0.1-0.2%) accessed the license 
agreement when purchasing software and even fewer read more than a small portion of the document; see: 
Yannis Bakos, Florencia Marotta-Wurgler, and David R. Trossen, “Does Anyone Read the Fine Print? Consumer 
Attention to Standard Form Contracts,” Journal of Legal Studies 43:1 (2014). 
2 OSC Staff Notice 11-787: “Improving Fee Disclosure Through Behavioural Insights,” (2019), available here: 
https://www.osc.ca/sites/default/files/pdfs/irps/sn_20190819_11-787_improving-fee-disclosure-through-
behavioural-insights.pdf 
3 Ibid, at pg. 14.  
4 Ibid. 
5 Ibid, at pgs. 12-14. 
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Taking these insights into account, Advocis believes that a simple, direct approach to disclosure 
will most effectively inform and protect investors. 
 
Investors should receive a clear, easily understood bottom-line number which encompasses all 
the costs of holding the particular investment fund. 
 
However, this information should not be presented in isolation. Fees are only part of the 
picture. Contextual information about the benefits associated with the product—such as the 
rate of return and, for segregated funds, the guarantee—should also be included up front so 
that investors can easily understand the risks and rewards associated with their holdings. 
 
This contextual information is essential. Investors need to understand both the costs they pay 
and the returns of their investments. When faced with fee information in isolation, investors 
may be discouraged from investing their money, thereby undermining their future financial 
security. 
 
Advocis supports providing additional disaggregated fee information, as contemplated in the 
proposal. However, this additional information must not distract from the key considerations 
for investors. Instead, the additional breakdown should be in place to supplement the primary 
simplified disclosure. 
 
We believe that a simplified approach will assist retail investors by removing barriers which 
stand in the way of their understanding of the fundamental features of their investments. To 
help illustrate this point, we have prepared a sample cost disclosure document, attached as an 
appendix to these submissions. 
 

b. Securities: Registered Dealer Obligations regarding Information Quality 
 
The proposed amendments to National Instrument 31-103 impose a significant obligation on 
registered firms regarding the quality of fee information reported to the client. Specifically, the 
proposed section 14.17.1 provides: 
 

… 
(2) Subject to subsection (3), if no information is provided under section 14.1.1, or 
the registered firm reasonably believes that any part of the information provided 
pursuant to section 14.1.1 is incomplete or that relying on it would cause 
information required to be delivered to a client to be misleading, the registered 
firm must rely on the most recent information disclosed in the relevant fund facts 
document, ETF facts document, prospectus or management report of fund 
performance, as applicable; 
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(3) If there is no publicly available information or if the information referred to in 
subsection (2) was disclosed more than 12 months before the end of the period 
covered by the statement or report required to be delivered to the client, or the 
registered firm reasonably believes that relying on the publicly available 
information would cause information required to be delivered to the client to be 
misleading, the registered firm must not rely on the publicly available information 
and must 
(a) make reasonable efforts to obtain the information referred to in subsection (1) 
by other means, and 
(b) subject to subsection (4), rely on the information obtained under paragraph 
(a). 
 
(4) If the registered firm reasonably believes it cannot obtain information under 
paragraph (3) that is not misleading, the registered firm must exclude the 
information, from the calculation of the amount of fund expenses or of the direct 
investment fund charges reported to the client, as the case may be, or, in the case 
of a fund expense ratio, must not report the fund expense ratio, and must disclose 
the fact that the information is excluded or not reported in the relevant statement 
or report. 

 
In practice, registered dealers are entirely reliant upon the information supplied by fund 
managers to provide the required disclosure for their clients. Registered dealers are unable to 
verify information provided by fund managers regarding the fees associated with their 
products, particularly trading expenses. 
 
However, the proposal imposes an obligation on registered dealers by requiring them to 
determine whether the information is incomplete or potentially misleading. Since registered 
dealers rely entirely on fund managers for the information, regulators should not attempt to 
impose such an obligation. Registered dealers are simply not able to fulfill this obligation. 
Instead, regulators should focus on ensuring that fund managers provide the timely and 
accurate information. 
 
Further, the proposal may harm investors. If the amendment is adopted, investors will believe 
that registered firms independently verify the fee information contained in the disclosure. 
However, since registered dealers rely on fund managers for this information and cannot 
independently verify it, this confidence is unwarranted. 
 
We appreciate the effort by the regulators to protect investor interests by making all industry 
participants responsible for fee disclosure. However, in this case, the fund manager is the only 
party with access to complete underlying information. Therefore, the obligation to ensure 
timely and accurate disclosure of this information should fall on the fund manager. 
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As part of their “Know Your Product” obligation, registered dealers must ensure that fee 
information is available. If no fee information is available, registered dealers should carefully 
consider whether the product fulfills the enhanced suitability requirements in the best interests 
of the client, particularly when fee information is available for alternative products. This would 
be another example of putting the onus of a regulatory obligation on the actor that is best 
positioned to discharge it. 
 

c. Insurance: Significant Costs on Withdrawal 
 
The proposed segregated fund guidance indicates that costs incurred from withdrawing the full 
market value of the segregated fund should be explained in a plain-language notice if these 
costs are “significant”. 
 
While we support the transition towards principles-based, outcomes-focused regulation, we 
believe that the use of the word “significant” in this context is needlessly ambiguous. 
 
In particular, the subsequent statement—that deferred sales charges are significant—suggests 
that some costs are significant due to their nature, regardless of their magnitude. 
 
We would therefore appreciate greater clarity from the CCIR regarding when a cost is 
considered significant. Can a bright-line test be applied? Or are there other costs that would, by 
definition, be significant? 
 
Greater clarity on this point would assist the industry in complying with the proposed guidance. 
 

3. CONCLUSION 
 
We welcome the work that the CSA and the CCIR have undertaken to improve cost disclosure in 
for investment funds and segregated funds. Where appropriate, disclosure standards for these 
products should be harmonized. However, regulation must also recognize the unique features 
of these products. 
 
We support effective, simple disclosure for investors. We believe that the best protection for 
investors comes from understandable and accessible disclosure. 
 
We believe that regulatory obligations should fall on those best able to fulfill them. For this 
reason, we submit that the obligations on registered dealers related to the quality of 
information provided by fund managers is misplaced. Instead, the regulatory framework should 
focus on the obligation of fund managers to provide timely and accurate information to 
registered dealers. 
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We would also appreciate greater conceptual clarity around the meaning of significant costs in 
the context of withdrawals from a segregated fund. 
 
We would welcome the opportunity to further discuss this initiative with you. Should you have 
any questions, please do not hesitate to contact the undersigned, or James Ryu, Vice-President, 
Advocacy and General Counsel at jryu@advocis.ca.  
 
Sincerely, 
 
Original signed by    Original signed by 
 
Greg Pollock, M.Ed., LL.M., C.Dir., CFP  Catherine Wood, CFP, CLU, TEP, CHS, MBA, MISt, ICD.D. 
President and CEO     Chair, National Board of Directors  
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